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2018 Annual Report and Sustainability Report

The statutory Annual Report, including the Directors’ Report for Hemsd Fastighets AB (publ),
Corp. Reg. No. 556779-8169 has been audited and comprises pages 66-120. The Directors’
Report comprises pages 66-81. Sustainability issues are integrated into Hemsd’s operating
activities. A description of the company’s sustainability efforts is therefore included in each
operating area. The GRI Content Index is on pages 63—65 and 132-135.

o @




Mission

Hemsd’s mission is to
sustainably own, manage
and develop
public properties

Vision

Hemsd’s vision is to be the

best property company for
public services

Hemso's core
values

Three core values permeate
Hemso’s operations: accessible,
reliable and progressive.

Th = — H 2k Accessible. We are locally based
ls I.S emso and work closely with our custom-

ers. We are responsive and always

Hemso is one of the largest private owners of e i srerEie pesite diElamue.
public properties in Sweden. The business is We are a dependable and accessi-

. . . ble partner, with high availability.
based on sustainably owning, managing and

developing public properties for nursing homes, Reliable. We take responsibility

education, health care and the justice system. for the properties we manage and
build confidence through financial

stability and stable ownership. We

The properties are located in Sweden, Germa- contribute to sustainable develop-
ny and Finland. The tenants are mainly state, ment and our properties are part of

L X . the social infrastructure.
municipal and county councils, but also private

companies with taxpayer-funded operations. Progressive. We drive develop-

. . . . . ts i industry. We devel
The Third Swedish National Pension Fund is mens I oul nAus Ty, e Aeveon
offerings and premises based on

Hemsd’s principal owner. the requirements and preferences
of our customers.

This is Hemso @ 1



Hemso in figures and
significant events in 2018

Properties

365

Property value

stk 46.2

billion

Profit from
property management

sek 1,443

Leasable area

1,732

tsgm

Economic
occupancy rate

98.3«

Contracted annual rent

sek 2,750

million




Within the framework of the
existing EMTN programme, a 15-
year bond of EUR 56 million and
a 20-year bond of SEK 150 million
were issued.

In central Helsinki, Hemso ac-
quired three university prop-
erties with the University of

the Arts Helsinki as tenant. The
University of the Arts Helsinki,
comprises the Sibelius Academy,
the Theatre Academy and the
Finnish Academy of Fine Arts.
The investment amount was SEK
800 million.

Hemso raised a loan of SEK 800
million from the Nordic Invest-
ment Bank (NIB). The 8-year loan
is unsecured and included in the
NIB’s loan portfolio, which aims
to promote social sustainability
across the Nordic region.

Hemsd’s newly constructed re-
search and educational property
Neo in Huddinge was fully leased.
The largest tenants are the
Karolinska Institute and Huddinge
Municipality.

Hemso acquired two nursing
homes with 90 beds that are
currently under construction in
Turku. A 12-year lease agreement
was signed with Esperi Care for
both of the nursing homes.

Hemso launched the “Skolgards-
lyftet” project and invested SEK
30 million in the development of
school playgrounds. The aim of
the project is to raise the quality
of all school playgrounds in the
portfolio.

Construction start for the Kronan
nursing home in Luled. The home
has 144 beds, and a 20-year lease
agreement was signed with

Lulea Municipality.

Hemso initiated the development
of a new 60-bed nursing home
project in Kristianstad in part-
nership with Vardaga, which has
signed a 15-year lease agreement.

The City of Stockholm allocated a
land reserve to Hemso in Skarhol-
men with the aim of exploring
the possibility of developing a
hospital.

Borlange Municipality awarded
Hemsd a contract to develop a
new school for 600 students.
A 20-year lease agreement
was signed with Borlange
Municipality.




‘ Hemso signed a loan agreement
of SEK 3,000 million with the
European Investment Bank. The
loan agreement supports new
construction and refurbish-
ment for energy-efficient public
properties “Nearly Zero-Energy
Buildings.”

' Hemsd acquired a property
portfolio in a new segment in

Germany. The portfolio compris-

es four justice system properties

with the State of Hesse as tenant.
The investment amount was EUR
26 million.

. In Sandbyhov in Norrkdping, the
zoning plan was enacted and
Hemso commenced construction
of “Nodhuset.” The new building
will house health care premises
for Region Ostergétland, and 42
rental apartments that Hyres-
bostdder (a housing company
owned by Norrképing Municipali-
ty) will acquire.

. Hemso strengthened its devel-
opment project department by
employing eight people, and
recruiting a new Head of Central/
Northern Region.

Hemso extended the lease agree-
ment with Mélardalen University
in Vasteras. The lease agreement
comprises approximately

34,500 sgm and the lease term is
ten years.

Hemsd concluded an agreement
to construct a secondary school
for 1,000 students in Zossen,
south of Berlin in Germany. The
City of Zossen signed a 20-year
lease agreement. The investment
amount was EUR 45 million.

Hemso signed a letter of intent
with the City of Turku to acquire
eight nursing homes and health
care properties in Turku, Finland.
The investment amount was EUR
130 million.

Hemso received the Swedish
Business Award in Germany, pre-
sented by the Swedish Chamber
of Commerce, Business Sweden
and Swedish Embassy.

Hemso acquired a school under
construction in Haninge and is
planning to construct a 54-bed
nursing home in Halmstad. The
investment amount was SEK 320
million.

Hemso acquired Helsinki Court
House for EUR 200 million. The
Finnish state is the largest tenant.
The leasable area is 50,000 sqgm
and the remaining lease term is
12 years. Transfer is scheduled for
the first quarter of 2019.




Properties for
public use

A property that is predominantly used

for taxpayer-funded operations and is
dedicated to public services. Internationally,
these properties are generally referred to

as “social infrastructure.”

Alaan

Justice system

Nursing home Education Health care
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CEO statement

We are equipped
for the future

Hemsd’s stable growth continued
in 2018. Rental income and profit
from property management rose
10 per cent to SEK 2,607 million
and SEK 1,443 million, respectively,
and profit for the year after tax
increased 19 per cent to SEK 3,092
million, mainly driven by changes in
property value.

Hemsd'’s business model with long-
term lease agreements and tenants
with good credit scores creates
long-term earnings stability. Over
the past five years, the average
increase in Hemsd's profit from
property management has been

15 per cent per year. Hemso's low
operational risk combined with an
extended loan maturity and fixed-
rate period creates ideal conditions
for stable and predictable cash
flows moving forward.

Longer lease duration

and improved property
portfolio

Due to acquisitions and completed
development projects during the
year, the lease duration increased
to 9.7 years. The proportion of pub-
lic-sector tenants, where Hemso
signs lease agreements directly with
state, municipal or county councils,
increased to 60 per cent. A full 94
per cent of Hemso’s total rental
income is derived from taxpay-
er-funded tenants.

The property portfolio has been
continuously improved over the
past years, and our focus on devel-
oping modern nursing homes and
schools has played an important
part. In 2018, we started construct-
ing new schools, nursing homes and
health care properties for a total
investment volume of SEK 2 billion,
a lease duration of more than 20
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years and where public-sector ten-
ants accounted for 90 per cent

of the rental income. Because
of these efforts, the quality
of our property portfolio

will continue to improve

in the future.

Leading project de-
veloper of schools
and nursing homes

In recent years, Hemso

has established a market
position as one of Sweden’s
leading project developers of
public properties, particularly
schools and nursing homes.

The focus of our investment in
development is to help Swedish
municipalities create the social
infrastructure needed to provide
public services. This involves close
cooperation with municipalities

and private health care and school
operators when constructing new
schools and nursing homes. During
the year, we started development
projects in Sweden with public-sec-
tor tenants including the City of
Vasteras, Norrkoping Municipality,
Lule& Municipality, Region Ostergét-
land, and taxpayer-funded pri-
vate-sector tenants such as Vardaga
and Norlandia Care.

Skolgardslyftet

During the year, Hemso launched
the Skolgardslyftet project, with an
initial investment of SEK 30 million.
The aim of the project is to raise the
quality of outdoor environments

at our schools and preschools. The
investment will help to improve
social sustainability by enhancing
and developing the outdoor envi-
ronment with a focus on children
and young people. The objective is
to develop the school playgrounds

in line with current research on

quality outdoor environments.

The research shows that green and
varied school playgrounds promote
the learning of children and young
people, as well as their social and
physical development.

Hemso currently own approximately
100 preschools and elementary
schools across Sweden and Skol-
gardslyftet enables us, as a property
owner, to embrace our social re-
sponsibility and contribute to great-
er social sustainability. Sustainable
development is a primary objective
for Hemso6 and we are proud to be
making this investment on behalf of
our children and young people. The
initiative represents an important
step in the creation of a well-func-
tioning learning environment, and a
sound workplace for teachers and
other members of staff.

Strategic investments in
Germany and Finland

During the year, we broadened our
operations in Germany with a focus



on justice system properties and
schools with public-sector tenants.
We also broadened our portfolio in
Finland by acquiring properties and
development projects with a large
proportion of public-sector tenants
engaged in justice system, educa-
tion and nursing home services. |
would like to highlight our first two
development properties outside of
Sweden, where close cooperation
with public-sector tenants has played
a key role.

million in restoring the property to
its former condition in the 1930s
when it was built as a conservato-
ry. Hemso is creating modern and
functional teaching rooms with high
demands on good acoustics.

The Sibelius Academy is ranked the
sixth-best school of music in the
world and | am proud to have such
a prestigious Finnish cultural institu-
tion as one of our long-term
tenants.

“In recent years, Hemso has claimed a
market position as one of Sweden'’s lead-
ing project developers of public proper-
ties for schools and nursing homes.”

Hemso took a major step forward

in Germany with the construction
start of a secondary school for 1,000
students in Zossen, south of Berlin.
This is Hemsd's first school project in
Germany. The City of Zossen is the
tenant and has signed a 20-year lease
agreement. This development project
is unique in Germany, where virtually
all municipal schools are developed
by the municipalities themselves. | be-
lieve that this project will show other
German municipalities the benefits
of working with an experienced and
long-term partner like Hemso. Ger-
many’s schools are in huge need of
modernisation and the municipalities
will not be able meet this challenge
without partnership with private
operators.

Hemsd's first development project
in Finland is a total refurbishment
of the Sibelius Academy in central
Helsinki. Hemso is investing EUR 15

Lower refinancing

risk and predictable
interest expense

During the year, we strengthened
our capital structure. We focused on
broadening the company’s financing
and issued long-term bonds with
fixed rates in both European and
Swedish bond markets. The bonds
have maturities of up to 25 and 30
years, respectively. In addition, two
unsecured loans totalling SEK 3.8
billion were raised from the Nordic
Investment Bank and European In-
vestment Bank. These efforts subse-
quently extended our loan maturity
and fixed-rate period by 7.9 and 5.9
years, respectively, at period-end,
while our investor base was consider-
ably broadened during the year.

Despite a longer fixed-rate period,
the average interest rate declined
to 1.3 per cent.

Despite bond market turbulence in
the second half of the year, Hemso
has created a strong position in
Swedish and international capital
markets with access to financing that
few other property companies can
match.

Favourable conditions

for growth

The demand for social infrastructure
is large. This need is mainly driven
by demographic shifts and popula-
tion growth that are not changing,
regardless of global economic trends.
This strong demand is creating fa-
vourable market conditions for con-
tinued growth, and Hemso can help
not only municipalities in Sweden,
but also in Germany and Finland,
with their major challenges.

To meet this challenge of creating
new social infrastructure while main-
taining a stable capital structure,
Hemsd's owners contributed equity
of SEK 1 billion after the end of the
year. The capital contribution from
the Third Swedish National Pension
Fund and Sagax is testament to the
long-term approach of our owners
and their confidence that the com-
pany will play a key role in meeting
this challenge. The owners view this
as a first capital injection and are
prepared to provide further capital in
the future should the need arise.

Finally, | would like to thank all of our
talented and committed employees
and partners for their dedicated
efforts over the past year to create
an even stronger Hemso.

Nils Styf, CEO

CEO statement
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Strategy and business model

Hemsd's strategy is to own public properties with long-term lease
agreements and predominantly public-sector tenants. The aim of
the business model is to generate long-term and stable returns.

Hemso owns, manages and develops
public properties. These properties
are customised for public services
and the tenants are taxpayer-fund-
ed. The public properties market
creates conditions for long-term and
stable returns due to:

Urbanisation in Sweden, %

40

e Stable demand for premises, which
is also expected to rise over time.

e Financially stable tenants who sign
long-term lease agreements.

e Lower sensitivity to economic
fluctuations than other property
types.

— Major cities

30 N

— Large cities

20 \
10
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Hemso6’s markets

2033 2043 2050 Year

Demand for public properties is ex-
pected to rise sharply over the next
20 years — partly because of the
demographic trend, partly urban-
isation. All of Hemsd’s geographic
markets are also characterised by a
major need to convert older portfoli-
os into more modern premises.

Of Hemsd's property portfolio, 72
per cent is located in Sweden, 16
per cent in Germany and 12 per cent
in Finland. The tenants are state,
municipality, county or private
operators who are taxpayer-fund-
ed. The countries in which Hemso
operates have stable economies,
with strong finances and a publicly
funded welfare sector. This strength-
ens Hemsod’s business model, with
income derived directly or indirectly
from public funds.

Country Sweden Germany Finland
Credit rating, S&P AAA AAA AA+
Public sector share of GDP 49 % 44 % 54 %
GDP growth 2018 23 % 1.5% 22%
Hemsd’s market value, share 72 % 16 % 12%
Population Sweden Germany Finland
Population, 2018 10,220,000 83,000,000 5,520,000
Population 80+ 520,000 4,980,000 290,000
Projected population growth, 2030 +8 % 3% +5%
Projected population growth for 80+, 2030 +58 % +22 % +69 %

Source: Statistics Sweden, Eurostat and OECD
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Hemso's four property frameworks

To clarify the company’s strategy, Hemso has four property frameworks.
These frameworks aim to ensure a low level of portfolio risk, and that
Hemsd’s cash flow remains stable over time.

v

Share of income
from nursing homes

40+

v

Share of large cities

81«
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Nursing homes are to account for at least 30 per cent of rental income

The nursing homes segment is showing strong, long-term and rising demand,
which guarantees stable rental income over time. Demand is directly linked to
the demographic trend, where the share of people aged 80 and over is setting
the tone. This share is expected to rise sharply in all of Hemsd’s geographic mar-
kets. The residual value risk is also low, since nursing homes can often be easily
converted into ordinary housing.

At least 75 per cent of the property value is to be concentrated to large cities
Demand for public properties is mainly driven by demographics and urbanisation.
Analyses show that demand will be greatest in metropolitan areas and large cities.
For this reason, strong long-term demand for Hemsd’s properties is secured by
concentrating a high percentage of the property holding to large cities.



Rental income from nursing homes, % Public-sector tenants, %
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Share of public-sector tenants

Public-sector tenants are to account for at least 50 per cent of rental income
Hemsd’s business model is based on taxpayer-funded tenants in an established
system with publicly funded welfare services. Hemso endeavours to receive rental

income directly from the state, municipalities or county councils. This provides sta-
60 O/ bility since the ability of these tenants to meet their payment obligations is strong.
(o]
V The Lease duration is to exceed 5 years
To ensure stable, predictable and inflation-adjusted income, Hemso strives for
Lease duration long-term lease agreements. Lease agreements for new construction normally
have terms of 15-25 years, with annual rent adjustments to reflect increases in
9 7 the consumer price index.
years Je
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Hemso's portfolio
Hemso grows through acquisitions,

extensions and refurbishment, and
new construction.

Growth takes place with a focus

on profitability, and on developing
the property portfolio in accor-
dance with the stated property
frameworks. Hemso holds a unique
position with growth opportunities
by being the leading public property
operator, with established tenant
relationships, especially with
municipalities.

Hemso has in-house expertise and
capacity for public property develop-
ment projects, and is therefore able
to meet strong demand, particularly
the need for new nursing homes

and schools. By working closely with
municipalities and tenants, Hemso
can develop its existing portfolio at
an early stage, or undertake new
construction projects.

Hemso implements new construc-
tion projects with the aim of long-
term ownership. This guarantees
high-quality and sustainable pro-
duction that meets the tenant’s high

12 @ Strategy and business model

demands. By ensuring an efficient
construction process, we can offer
our tenants attractive rents.

To reduce risk in Hemsd’s new
construction projects, a high rate
of occupancy and long-term lease
agreements are secured before
construction start-up, which guar-
antees future net operating income.
Production costs are fixed before
project start to ensure project profit-
ability, and production is procured
from creditworthy contractors,
which minimises cost risk.

Properties that Hemso considers
non-strategic holdings are divested,
such as solitary properties in smaller
towns, which further streamlines
Hemsd’s property management. The
freed-up capital is used to acquire or
build new properties that are mod-
ern, sustainable and located in areas
with long-term strong demand.

Property management
Hemso is a property-management
company and a long-term property
partner for our tenants. Hemso’s
property management is character-
ised by a local presence to ensure

a high level of service, as well as

-
Nursing home, Sandbyhov?ﬂ?&orrképing
|

efficiency and a strong sustainability
focus. Hemso has extensive experi-
ence and knowledge of its tenants’
operations and has built up special-
ised expertise in the management of
public properties.

In Germany and Finland, lease
agreements are usually structured so
that tenants are responsible for most
of the operating expenses, which
minimises the cost risk.

Hemsd’s NOI-margin is currently 74.5
per cent.

NOI-margin, %

80
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70— —  — —
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60
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To further improve the predictability
of cash flow from property oper-
ations, property management is
focused on minimising costs by, for
example, reducing energy consump-
tion and hedging electricity costs.



Since demand for public properties
is both high and growing, tenants
usually choose to extend their lease
agreements when they expire.

Hemsd’s property management
includes active efforts to understand
tenant needs and challenges, to
adapt the premises together and win
tenant loyalty.

Occupancy rate, %
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Capital structure

Hemso grows through the free cash
flow generated by its operations. 50
per cent of the profit from property
management is normally distributed
to shareholders, while the remain-
ing 50 per cent is reinvested in the
operations.

Hemso strives to maintain a stable
capital structure, with a maximum
loan-to-value ratio of 70 per cent.

Historically, the loan-to-value ratio
has been about 65 per cent and was
63.3 per cent at period-end. Hemsd’s
capital structure reflects a stable
and predictable operating cash flow,
which provides scope for adjusting
the capital structure and maintaining
financial flexibility should the prop-
erty market decline.

Hems® minimises its financial risk
by diversifying the sources of its
borrowed funds. By focusing on un-
secured loans in the capital market,
Hemsd has methodically reduced its
secured debt, which amounted to 0
at year-end. Efforts to optimise the
debt maturity profile, as well as loan
maturity and fixed-rate periods, have
also been important for minimising
financial risk. On 31 December, the
loan maturity was 7.9 years and the
fixed-rate period 5.9 years, which
means that net financing cost is
expected to remain stable in the
medium term and refinancing risk is
limited.

Hemsd’s sustainability efforts rep-
resent a key component of future
borrowing. Hemso currently has sus-

tainable financing of SEK 2.6 billion in
the form of sustainability bonds, and
sustainable financing from the Eu-
ropean Investment Bank and Nordic
Investment Bank.

Loan maturity and fixed-rate
period, years
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Hemso's targets

Energy consumption
per sqm is to be reduced by
30 per cent between 2012 and 2020.

Outcome 2018

13.5%

Energy consumption has fallen 13.5 per cent since
2012. Energy audits have been carried out
for all properties in Sweden and potential
efficiencies in tenant operations have
also been identified.

Financial target Financial policy
Average return on equity of A maximum loan-to-value ratio An interest-coverage ratio of
15 per cent over a five-year period. of 70 per cent. at least 2.0.

Return on equity, % Loan-to-value ratio, % Interest-coverage ratio

30 100 5

2 80 max. 4 |

W——————— A - " - """ "-—---

target 60— Bl 3 | |
15 - - min
40— — D ——— —-— -
10— —
5| || 20— — 11—
2014 2015 2016 2017 2018 072014 2015 2016 2017 2018 072014 2015 2016 2017 2018

In 2018, average return on equity At the end of 2018, Hemsd’s loan- In 2018, the interest-coverage ratio
over a five-year period was 20.5 to-value ratio was 63.3 per cent increased to 4.9. This was an effect
per cent. which is in line with 2017. of higher net operating income and

a lower average interest rate.
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Skolgardslyftet

Hemso launched the Skolgardslyftet project during the year, a development
project to raise quality and increase social sustainability by improving the
outdoor environments of preschools and comprehensive schools. Over the
next few years, at least SEK 30 million will be invested in the project.

A focus on learning

Hemso owns just over 100 pre-
schools and elemantary schools

in Sweden, distributed across the
entire country. Hemsg's target is
to make an inventory of all school
playgrounds in its portfolio within
five years, and to upgrade them
according to need. The construction
years of these schools vary consid-
erably —the oldest was built in the
early 1900s, others are still under
construction.

School playgrounds are an essential
part of the learning environment for
children and young people. As well
as a place for breaks and play, they
should also promote cognitive, mo-

tor, creative and social development.

The outdoor environment should
therefore be stimulating, but also a

16 @ Skolgardslyftet

place for peace, quiet and reflection.
Hemso is implementing Skolgards-
lyftet with the aim of raising quality
and increasing social sustainability
by improving the outdoor envi-
ronments of our preschools and
elemantary schools.

Ongoing

sustainability efforts

Efforts are in full swing and stage
one is now complete —13 preschools
and elemantary schools in Nacka
received new, educational outdoor
environments that were inaugurated
after summer in 2018. An inventory
phase for 20 school and preschool
playgrounds is ongoing across the
country, with the aim of continuing
to develop inspiring and stimulating
outdoor environments. Skolgards-
lyftet enables Hemso, as a property

owner, to contribute to greater social
sustainability.

The all-important outdoor
environment

Research findings from the Swedish
University of Agricultural Scienc-
es (SLU) in Alnarp show how the
planning of outdoor environments
is important for how children play
and interact with nature. School
playgrounds with both greenery
and areas for play and social inte-
raction promote learning and
reduce stress.

Park features

Based on the study of human needs
and demands on their physical and
social environment, eight different
features were identified in outdoor
environments that meet the basic
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needs of humans, both passive and
active.

The design of school playgrounds
and outdoor environments for chil-
dren and young people should strive
to provide these eight different char-
acteristics, which influence cognitive

learning. Hemso has included these
features in the design of Skolgards-
lyftet.
’ * * Restfulness




Market overview

Hemso is active in Sweden, Germany and Finland. A common denom-
inator for these markets is that public services are mainly financed by
municipalities, county councils or the state.

It means that private-sector tenants
also receive funding from munic-
ipalities, county councils or the
state. For independent schools in
Sweden, for example, the municipal-
ity pays a school fee to the school
where the student is enrolled. For
nursing homes in Germany, a long-

18 @ Market overview

term care insurance fee is paid to
the nursing home where the care
recipient chooses to live. 94 per cent
of Hemsd’s total rental income is
derived from taxpayer-funded oper-
ations. Refer to the following market
section for each country.

Definition of a

public property

A property that is predominantly
used for taxpayer-funded oper-
ations and is purpose-built for
public services. Internationally,
these properties are generally re-
ferred to as “social infrastructure.”



Public service

funding model in
Sweden

Sweden

Economy

The Swedish economic boom peaked
in 2018, and GDP growth is expected
to slow down in 2019. Sweden’s GDP
growth was approximately 2.3 per
centin 2018 and, the Swedish Na-
tional Institute of Economic Research
(NIER) expects growth to fall to 1.3
per cent in 2019, and then stabilise
and increase in 2020. The fall in
housing construction has contribut-
ed to the slowdown. Households are
putting off buying homes, which has
led to fewer home sales and less new
construction for smaller residential
developers in particular.

The expansionary monetary policy
implemented by the Swedish Riks-
bank, with an historically low repo
rate and government bond purchas-
es, has pushed down interest rates
in the Swedish economy. The rising
inflation rate in 2017 continued into
2018, and reached the Riksbank’s
target of 2 per cent. Since inflation
has remained close to the Riks-
bank’s target for some time while
the economy has begun to level off,
the Riksbank decided to normalise
monetary policy by gradually raising
the repo rate to -0.25 per cent in De-
cember 2018. The cautious approach

Text source Sweden and Finland: Savills

Citizens

Municipality

Tax County

Council

State

to interest rates is unlikely to have
any major impact on transaction
volumes in the property market in
2019.

Demographics

The need for public services, and
thus public properties, is governed
by demographic, political and
economic factors. While demand for
public properties is largely governed
by population growth, rising employ-
ment is a prerequisite for a positive
trend in the tax base. This ultimately
benefits those parties that lease
public properties to operations that
are wholly or partially dependent on
public funds.

In 2017, the Swedish population
reached 10 million, due to strong
population growth. From an his-
torical perspective, Sweden has
entered an expansionary phase
—the increase from 8 to 9 million
inhabitants took 35 years, while the
increase from 9 to 10 million took
13 years. According to the latest
population projection from Statis-
tics Sweden, the population will
hit the 11-million mark in ten years,
representing average population
growth of 100,000 people per
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year. The strong urbanisation trend
means that population growth is
highest in metropolitan areas, but
other regional cities with colleges or
universities, such as Umea, Uppsala,
Vasteras and Linkoping, are also
showing a strong growth rate.

For nursing homes and education,
the trend for younger and older age
groups is important since demand
for public services is expected to
increase in line with population
growth. In Sweden, the population
in preschool, elemantary school and
upper secondary school ages is rising
faster than the average for all ages.
The 80+ age group is also growing
fast, which is positive for Hemso.

Demographic trend, Sweden
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The property market

The commercial property sector

is highly capital intensive and the
strong interest from investors is pri-
marily mainly driven by the prevail-
ing low interest-rate environment.
Other factors, such as the lack of
alternative investments, good access
to equity finance and favourable fi-
nancing options, have also benefited
the property market. The fundamen-
tal driving forces, such as positive
economic growth, low vacancies and
rental growth, remain favourable
and indicate that investment appe-
tite is likely to remain strong in the
year ahead.

The transaction market
Interest in property investments has
been high in recent years and the
Swedish property market showed
continued strength in 2018. During
the year, properties totalling approx-
imately SEK 161 billion were sold.

In terms of turnover per segment,
residential properties was the largest
individual segment with a transac-
tion volume of approximately SEK 53
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billion during the year, which is an
historically high level. Office proper-
ties was the second-largest segment
with a market share of 21 per cent.
Demand for warehouse and logistics
properties was high during the year,
and this segment accounted for the
third-largest turnover with a market
share of 11 per cent.

Interest from foreign investors
remained strong and competitive
during the year. In 2018, foreign
investors acquired properties

for a total value of SEK 43 billion,
representing 27 per cent of the total
transaction volume —and the highest
volume recorded since the financial
crisis in 2008. 2018 was the second
consecutive year that foreign inves-
tors were net buyers of property.

The expectations for 2019 look
stable, based on the prevailing
fundamentals and continued strong
demand for property investments.
The basic driving forces of the
property market are looking positive
for the immediate future. Most risks
are macroeconomic and linked to
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the performance of international
financial markets, but there are also
some concerns at national level,
linked to the decline in housing con-
struction and the high indebtedness
of households.

The transaction market

for public properties

Since the early 2000s, when the
share of private ownership began to
rise sharply, public properties have
become an established property
segment. After the financial crisis

in 2008, investors became more
risk-averse which led to higher de-
mand for properties with relatively
low risk, such as housing or public
properties. Public properties usually
offer lower risk compared with
traditional commercial properties,
in the form of stable tenants and
long-term lease agreements. Trans-
action volumes in this segment have
therefore shown sharp, but volatile,
growth over the past decade. Trans-
action volumes in this segment can
vary widely from year to year, main-
ly driven by fluctuations in supply.

In 2018, the transaction volume
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rose 10 per cent year-on-year to
approximately SEK 14 billion. The
average transaction volume over
the past decade has been approxi-
mately SEK 13 billion.

Due to strong investor appetite and
buying pressure, yield requirements
fell to record-low levels during the
year. Buyers were predominantly
property companies, represent-

ing about 60 per cent of the total
volume. Sellers included construc-
tion and property development
companies, combined with property
companies. The valuation yields for
prime and secondary objects are
expected to remain stable during
the coming year. It should be noted,
however, that yield requirements be-
tween both prime and the secondary
objects can differ considerably de-
pending on location, use, modernity
and lease duration.

The transaction volumes in this seg-
ment are expected to remain high,
driven by the prevailing market con-
ditions and the segment’s favourable
risk-benefit profile. In addition, mu-

nicipalities are expected to continue
selling off their properties in order
to focus on their core activities and
to free-up capital. The anticipated in-
crease in new construction volumes
is also expected to drive the trans-
action market because construction
companies and property developers
are divesting properties upon, or
prior to, completion.

Public property trends

A growing trend among public prop-
erty acquisitions is forward funding
transactions, whereby the new
construction project is transferred
to the buyer before or during the
construction phase while the seller
agrees to ensure that the building is
completed within a given time. This
means that the buyer is involved

in financing the project, while the
transfer is easier and the buyer is not
liable for the insolvency of the seller
or contractor. In 2018, forward fund-
ing agreements accounted for 37 per
cent of the total transaction volume
for public properties, compared with
the average share of 10 per cent over
the past decade.

Harvestadskolan, Linképing

Transaction volumes for public
properties, Sweden, SEK billion
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Finland

Economy

In 2017, the Finnish economy recov-
ered after several years of recession.
However, economic growth declined
again at the end of 2018 and several
growth forecasts had to be revised
downwards during the autumn due
to the slowdown. On a full-year basis,
the Finnish economy accounted for
growth of more than 2 per cent.

The Finnish job market showed strong
growth, however, and jobs rose from
about 2.5 to 3 per cent in 2018, which
is the fastest rate of jobs growth in
the country over the past decades.
Unemployment subsequently
declined by more than 1 percentage
point during the year, and is expected
to continue falling in 2019. Despite
the strong labour market, economic
growth is expected to be about 2

per cent in 2019, mainly due to the
impact of a weaker global economy
on Finnish exports.

Demographics

Finland’s population growth is
positive due to net immigration
effects. Population growth in Finland is
characterised by a strong urbanisation
trend that is similar to Sweden, which
means that cities like Helsinki, Turku,
Oulu and Tampere are growing faster
than the smaller cities. The Finnish
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population is expected to reach 5.6
million by 2035.

The age pyramid is similar to the
Swedish, indicating a growing
proportion of elderly people. Due to
the ageing population, with a sharply
growing proportion of people aged
80 or more, demand for nursing
homes has risen.

Demographic trend, Finland
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Transaction market

The Finnish transaction market has
been growing strongly for several
years, with record figures in both
2016 and 2017. In 2017, the total
value of properties sold was EUR
10.2 billion, up 38 per cent compared
with 2016. Interest from investors
also continued in 2018 and the
transaction volume reached EUR 9.2
billion, the second-highest figure
ever achieved.

A strong interest from foreign
investors pressed yield requirements
down to historically low

levels in several segments. In 2018,
foreign investors accounted for 67
per cent of the total transaction
volume. During the year, several new
operators from the Nordic region,
the US, the UK and Asia began to
invest in Finland.

Office properties was the largest
segment in 2018, with a 39-per-
cent share of the total transaction
volume. Over the past few years,
demand for office properties has
been highest in the Helsinki region,
resulting in record-low yield require-
ments for offices in Helsinki. The
second-largest segment was retail
properties with a 25-per-cent share.

In Finland, the transaction market for
public properties is still relatively im-
mature, and characterised by a high
proportion of state and municipal
ownership. While investor interests
have mainly focused on health care
properties, other types of properties
have also become popular in recent
years, such as properties designed
for educational purposes. In 2018,
the transaction volume for health
care properties was EUR 600 million,
which is the highest figure ever mea-
sured, and can be compared with the
average volume of EUR 343 million
over the past five years.

Expectations for 2019 are positive
and demand for property invest-
ments is considered high. The Hel-
sinki region is the hub of the Finnish
property market and the region
expected to attract most interest
from investors. In terms of transac-
tion volume, the public properties
segment has favourable conditions
for growth.

Transaction volumes health care
and nursing homes year, Finland,
EUR million
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Germany

Economy

In 2018, strong growth continued
across Germany. Germany’s GDP
growth was 1.5 per cent in 2018,
which means that Germany’s current
economic upswing has now entered
its ninth year. However, GDP growth
has slowed from a high 2.2 per cent
in 2017. The recent drop in private
consumption, particularly in the
retail market, has been less favour-
able for the country compared with
the strong upward trend of previ-
ous years. Market uncertainty also
continued for Germany’s export
industry. Despite these signs of
weakness in the historically strong
German economy, unemployment
fell steadily throughout 2018. At
year-end, unemployment had fallen
to 5.0 per cent, a new record-low
figure. Although growth is likely to
slow, the overall outlook for 2019
remains positive.

Demographics

While the total population of Ger-
many is not growing, the number
of elderly people is increasing and
accounting for a higher share of the
population. The number of people
aged 65 and over divided by the
number of people of working age,

is among the highest in the world.
In the 1960s, Germany had one
pensioner per six people of working
age. The current ratio is that each
pensioner corresponds to only two
people of working age and by 2050,
the number of pensioners in Germa-
ny is expected to equal the number
of people of working age.

In Germany, 3.4 million people,
corresponding to 4.1 per cent of the
population, are entitled to long-term
care under the national Pflegever-
sicherung insurance scheme. This
scheme takes the form of a care
voucher for the individual and is
used to finance their care require-
ments —in their own home or a nurs-
ing home. Of these 3.4 million peo-
ple, more than 800,000 are cared
for in nursing homes, up more than

Text source Germany: Hemso

30 per cent since 2003. By 2030, the
number of people in need of care

is expected to rise by a further one
million — a direct consequence of
Germany’s demographics.

The elderly care market is growing

in line with the ageing population.
Longer life expectancies and higher
incidents of age-related diseases

will also increase the need for care
services. There is a political aspira-
tion to initially enable care of the
elderly in their own homes. However,
the growing need will increase the
burden on families if their relatives
are to be cared for at home. This can
also become more difficult when rel-
atives no longer live close by, or have
their own family or work obligations.
For this reason, the relative share

of people being cared for in nursing
homes is expected to increase.

Transaction market

Demographic trend,
Germany
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Dresden, Germany

The transaction market for health
care and nursing homes amounted to
EUR 2 billion in 2018, which is double
compared with 2017. Two-thirds of
the total volume comprised portfolios
with several properties, which is an
increase compared with the preced-
ing year. While most investments con-
tinued to pertain to nursing homes,
interest in assisted living facilities also
increased during the year. Continued
investment is needed to add new
beds in new construction, while
existing properties are in need of re-
furbishment. A growing contribution
of new construction is expected to
further increase volumes in the trans-
action market. The property yield on
health care and nursing homes has
declined sharply over the past five-
year period, and fell to historically low
levels of less than 5 per cent in 2018.

Transaction volumes health
care and nursing homes,
Germany, EUR million
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Property portfolio

Hemso's property portfolio contains properties for nursing homes, education,
health care and the justice system in Sweden, Germany and Finland. The port-
folio is well diversified and at year-end, the market value was SEK 46 billion.

At 31 December 2018, Hemsd's
property portfolio consisted of

365 properties with a market value
of SEK 46,236 million. Contracted
annual rent and total leasable area
amounted to SEK 2,750 million and
1,732 tsgm, respectively. Net oper-
ating income amounted to SEK 1,950
million.

Portfolio development

In 2018, a total of 29 properties
were acquired for SEK 3,135 million.

Key ratios per category

Property acquisitions amounted

to SEK 852 million in Sweden, SEK
1,588 million in Germany and SEK
695 million in Finland. Acquisitions
were made in all of Hemsd’s prop-
erty categories, and met Hemsd’s
requirements in terms of quality and
geographic concentration to regions
with demographic growth.

Over five years, the total market
value of the portfolio has more than
doubled, from SEK 23 billion to just

Nursing Educa- Health Justice
Key ratios homes tion care system Total
Property value, SEK billion 18.9 15.8 7.8 3.7 46.2
No. of properties 176 110 63 16 365
Value/property, SEK million 108 143 125 230 130
Rent/sgm, SEK 1,420 1,530 1,610 1,660 1,510
NOI-margin, % 76 74 70 79 74
Ec. occupancy rate, % 100 99 95 97 98
Lease duration, years 9.5 12.0 7.0 6.9 9.7
Share of large cities, % 75 82 94 80 81

Property portfolio in growth regions

Property value,

City Population SEK million % of portfolio
Stockholm 2,020,000 14,800 32
Malméo 680,000 3,500 8
Helsinki 1,500,000 2,500 6
Vésterds 150,000 2,500 5
Gothenburg 900,000 2,000 4
Norrkoping 140,000 1,700 4
Duisburg 790,000 1,700 4
Umea 130,000 900 2
Gavle 100,000 900 2
Uppsala 220,000 800 2
Eskilstuna 110,000 700 2
Berlin 4,400,000 600 1
Turku 200,000 600 1
Frankfurt 2,530,000 500 1
Linkoping 160,000 500 1
Subtotal 34,200 74
Other large cities 3,000 7
Total large cities 37,200 81
Total Hemso 46,236 100
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over SEK 46 billion. During the same
period, the leasable area rose 8 per
cent. Over the past five years, the
lease duration has increased by 2.2
years and the market value in large
cities has risen 10 percentage points.

This is a result of dedicated efforts to
streamline the portfolio, with a focus
on large cities and modern proper-
ties, and lower yield requirements in
the property market.

l:l Metropolitan area
|:| Large city



Property portfolio

Sweden

273 properties
SEK 33.6 billion in property value

72% of the portfolio’s
market value

SEK

million No.
Value, Jan 2018 30,220 267
Acquisitions 852 16
Investments 2,086 -
Divestments -867 10
Disposals -44 -
Value changes 1,397 -
Exchange-rate differences - -
Value, Dec 2018 33,644 273

Germany

51 properties
SEK 7.2 billion in property value

16% of the portfolio’s
market value

SEK

million No.
Value, Jan 2018 4,889 43
Acquisitions 1,588 8
Investments 29 -
Divestments - -
Value changes 519 -
Exchange-rate differences 215 -
Value, Dec 2018 7,240 51

Finland

41 properties

SEK 5.4 billion in property value

12% of the portfolio’s
market value

SEK

million No.
Value, Jan 2018 3,774 36
Acquisitions 695 5
Investments 545 -
Divestments - -
Value changes 172 -
Exchange-rate differences 166 =
Value, Dec 2018 5,352 a1
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Net operating income per geographic market, SEK million

Property portfolio development 2010-2018
Key ratios 2010 2018 Sweden Finland Germany Total
Property value, SEK billion 18.5 46.2 Property income 1,974 318 326 2,618
Value/property, SEK million 60 130 Property costs -573 -76 -19 -668
Rent/sgm, SEK 960 1,510 Net operating income 1,401 242 307 1,950
NOI-margin, % 71 74
Ec. occupancy rate, % 98 98 Key ratios
Lease duration, years 7.6 9.7 Share of NOI, % 71.8 12.4 15.7 100.0
Share of large cities, % 70 81 NOI-margin, % 71.0 76.1 94.2 74.5
Property portfolio development 2018, SEK billion Market value and area
50+ Market value, Leasable area,
SEK billion tsqm
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Hemso6's ten-largest investment properties in terms of value

Edutation, Sandbyhov, Norrképing

Property
Property Largest Leasable value,
Municipality Property category tenant area, tsqm SEK million
Huddinge Medicinaren 25 Health care Karolinska Institute 19 1,300
Solna Tegen 6 Justice system  Swedish Police 35 1,300
Lund Klostergarden 2:9 Education International English School 51 1,200
Duisburg, Germany Wuhanstrasse 6,9,11  Education Nordrhein-Westfalen 17 1,100
Huddinge Medicinaren 19 Health care Region Stockholm 39 1,100
Huddinge Medicinaren 23 Education Royal Institute of Technology 17 1,000
Umea Stigbygeln 5 Justice system  Swedish Police 22 800
Pori, Finland Satakunnankatu 23 Education Pori Municipality 20 600
Taby Marknaden 1 Nursing home  Taby Municipality 23 600
Upplands Vasby Vilunda 19:2 Education Upplands Vasby Municipality 15 600
Total 258 9,600
Hemso's five largest acquisitions in 2018
Property Largest Investment,
Municipality Property/portfolio category tenant Transfer SEK million
Helsinki, Finland District Court of Helsinki Justice system Finnish state Q12019 2,000
Helsinki, Finland University of the Arts Education University of the Arts Q12018 800
Kassel, etc. Germany Portfolio, Hesse Justice system State of Hesse Q4 2018 260
Zeuthen, Germany Fontaneallee Nursing home Seniorenstift Zeuthen Q42018 150
Piding, Germany Lindenstrasse Nursing home Vivaldo Q42019 90
Total 3,300

l:l Public-sector tenant
l:l Private-sector tenant
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Lease agreement maturity structure, annual rent SEK million
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Tenants funding through a system similar to man properties with public-sector
94 per cent of Hemsd’s total rental Swedish schemes. tenants were transferred to Hemso,
income is derived from taxpayer- which increased the public rental
funded operations. 13 of the 20 In Germany, privately run operations flow in Germany by SEK 71 million.
largest tenants are direct state, are funded by the long-term care in-
municipal or county operators. The surance scheme and care-user fees. Hemsd's five largest tenants are
share of contracted annual rent If residents are unable to pay for the Swedish Police, Attendo, Region
with public-sector tenants was 60 their expenses, funding is provided Stockholm, AcadeMedia and the City
per cent, where lease agreements through a municipal contribution. of Vasteras.
with state operators accounted for Hemso is usually able to obtain col-
19 per cent, municipal operators for lateral for the rental income through
) . Contracted rent per category
32 per cent and county operators pledges of the operators’ entitle-
for 9 per cent. In Sweden, most ments to municipal contributions.
privately run education, health-care B Private 40%
and elderly-care operations are Contracted annual rent in Germa- Municipality 32%
taxpayer-funded via school, health- ny amounted to SEK 386 million, W State 19%
care and care voucher schemes. In of which 18 per cent is secured by County Council 9%
Finland, private operators receive pledging public flows. In 2018, Ger-
Hemso's 20 largest tenants
Contracted Share of
Tenant annual rent, contracted No. of lease
Tenant category SEK million annualrent, % agreements
Swedish Police State 152 5.5 30 Public-sector tenant
Attendo, Sweden, Finland Private 129 47 73 [ ] Privatessectortenant
Region Stockholm County Council 115 4.2 74
AcadeMedia Private 110 4.0 25 &
City of Vasteras Municipality 81 2.9 17 { ] H
Vastra Gotaland Region County Council 81 2.9 71 @ POIlsen
Karolinska Institute State 68 2.5 11
AWO Hesse Sud, Germany Private 67 2.4 8
Norrkoping Municipality Municipality 60 2.2 17 Attendo
Mélardalen University State 55 2.0 2
HEWAG, Germany Private 54 1.9 9 .
North Rhine-Westphalia, State 52 19 1 Rcademedia
Germany
Gavle Municipality Municipality 51 1.8 19 JJ& .
Ambea Private 46 1.8 8 Region Stockholm
Region Gotland County Council 44 1.6 9
Mehildinen, Finland Private 41 1.5 8
Upplands Vasby Municipality Municipality 40 1.5 4
International English School Private 40 1.5 7
Pori Municipality, Finland Municipality 38 1.4 1 .
Uppsala Municipality Municipality 37 1.3 23 VASTERAS STAD
Total 1,361 49.5 417
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Per-Egon Johansson,
CEO of Raoul Wallenbergskolorna AB:

“A fantastic partnership”

Honesty, compassion, courage and action — the guiding
principles for Raoul Wallenberg Schools (RWS). We are
passionate about making a difference for every individual

child and student.

By accounting for the different
dreams and circumstances of each
child, the company aims to make

a “positive contribution to the de-
velopment of Swedish schools, and
thereby Sweden.” Hemso also works
hard to help the schools achieve
this vision. By working together,
Hemso and RWS have created a
school in Jarvastaden based on the
“village school” concept. The school
was opened in 2017, followed by a
preschool building in 2018. Approx-
imately 730 students are enrolled

at the preschool and elementary
school.

“Our partnership with Hemso has
been fantastic. Everything has been
handled with the utmost profession-
alism. Hemsd's project managers
have done a perfect job,” says Per-
Egon Johansson, CEO of RWS.

A focus on children

During the first year of operation,
preschool activities for about 120
children were housed in existing
premises while a new preschool
building was taking shape —an
arrangement that worked perfectly.
Instead of causing upheaval, the
students found the construction
process exciting and in August 2018,
they could move into their new
premises. The project was on sched-
ule throughout the entire construc-
tion process, which helped to reduce
stress for custodians and employees.

Information about the construction
process was also handled well, which
simplified communication with all of
those affected. Thanks to Hemsd'’s
solution-oriented approach, the
school management could focus
fully on its core operations.

“Hemso has met all
our expectations”

A total commitment to students and
their development is a number-one
priority for Raoul Wallenberg
Schools.

Satisfied with the
partnership
Everything works perfectly in the
new premises and together with
Hemso, the school has continuously
evaluated various technical solu-
tions, materials, colour schemes and
so forth. Throughout this pro-
cess, the school has appreci-
ated Hemso's flexibility and
the dialogue has been
positive and construc-
tive, since both parties
want to achieve a
professional

and high-quality
outcome.

“Our expectations
have been met in

every respect. Hemsd handled
anything that required attention fast
and efficiently,” says Per-Egon. We
are running a fantastic school in the
premises, and having a professional
and active landlord obviously makes
that easier,” he continues.

Unfortunately, unforeseen events
are a hallmark of major construction
projects. The most important thing
is that these events are addressed
fast and efficiently. We are also
satisfied with Hemso’s approach and
structure in this respect.

“In the years ahead, we are hoping
to open schools in many new school
premises with Hemso as our land-
lord,” says Per-Egon.

Raoul Wallenberg Schg
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Marlon Rodriguez Figueroa, Nursing Home
Administrator, Eriksborg, City of Vasteras:

“Hemso is both proactive

and responsive”

The Eriksborg and Anglamarken nursing homes are
situated in Vasteras. The patients here are strengthened

by living close to nature.

The Anglamarken nursing home
comprises two properties with a
total of 98 apartments. Anglamarken
has two storeys — one for elderly
people with multiple comorbidities
who need both medical treatment
and care, the other for people with
dementia. Eriksborg also has two
storeys, and both are nursing homes.

Research shows that the presence
of animals can have positive effects
on quality of life for the elderly, and
both Eriksborg and Anglamarken
have taken this on board. They have
developed an animal and nature
theme and keep a range of animals
including cats, guinea pigs and fish.
The theme also encourages patients
to spend as much time as possible
outdoors.

Property management
aligned with services

Hemso has helped with the outdoor
environment and worked to make it
is as stimulating as possible. In the
summer, there is a fantastic garden
that has also been developed to
promote a green and pleasurable ex-
perience for the patients. During the
summer months, hens are borrowed

from the Vasteras Open Air Museum.
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Marlon Rodriguez Figueroa is Ad-
ministrator of the Eriksborg nursing
home and has worked there for four
years. In his view, Hemso is very
responsive to different needs and
wishes and maintains active contact.
Most issues can be solved he says.

“A landlord that
makes our day-to-day
operations easier”

The Eriksborg properties recently
received a facelift with newly paint-
ed interiors. Together with the City
of Vasteras, colour schemes were
developed that also have a positive
effect on the activities taking place
in the buildings.

“We hold regular meetings with
Hemso where we synchronise

our ongoing partnership and also
talk about the areas that could be
improved. They always listen to our
wishes and offer suggestions for im-

provement in line with our services,”

says Marlon.

A safe and secure
environment

In 2018, Hemso carried out extensive
work with the fire protection system
in the Eriksborg home. The fire sprin-
kler systems and ventilation were
replaced, so that every apartment is
now a separate firecell. Safety and
security are absolutely essential in

a nursing home where the patients
are elderly and have multiple comor-
bidities. The project was completed
in August.

“Hemso is very good at synchronis-
ing and listening. They ask whether
they can help us with anything and
then offer prompt solutions and help
us in our day-to-day operations.
They are genuinely fast, efficient and
flexible. In connection with refur-
bishment, for example, Hemso deals
with problems before, or as soon

as they arise. We work very closely
together,” says Marlon.
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Property portfolio - Nursing homes

Portfolio and tenants
Nursing homes is Hemsd's largest
property category and at year-end,
accounted for 40 per cent of the
property value. Hemso owned

176 nursing homes.

The premises accommodate:

¢ Residential care facilities
¢ Dementia care facilities

¢ Residential facilities for people in
need for extra support and service

Market value per
country

4

W Sweden, 57 %
Germany, 30 %
M Finland, 13%

Share of property value

40 «
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Of the contracted annual rent,
public-sector tenants accounted for
42 per cent, and private taxpayer-
funded operators for 58 per cent.

In Sweden, public-sector tenants ac-
counted for 70 per cent and private-
sector tenants for 30 per cent of
contracted annual rent. In Finland,
public operators accounted for 3 per
cent, and private operators for 97
per cent, of contracted annual rent.

Contracted annual rent
per customer category

M Public, 42 %
Private, 58 %

No. of beds

10,700

In Germany, Hemso has private-
sector tenants only.

The largest tenants in this category
are Attendo, Norrkdping Municipality
and AWO (Germany).

No. of properties 176
Property value SEK 18,954 million
Leasable area 760 tsgm
Lease duration 9.5 years
Rental income SEK 1,080 million
Property yield 4.8%

Economic occupancy rate, %
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Nursing homes per country

@ Hemsd's portfolio

Total portfolio

Sweden No. of

nursing homes

104

No. of beds

5,000

Germany

Source: Hemso.

Finland

No. of
nursing homes

29

No. of beds

1,500

No. of
nursing homes

43

No. of beds

4,200
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Property portfolio — Education

Portfolio and tenants Of the contracted annual rent, pub- properties are leased to public-
Education is Hemsd’s second-largest lic-sector tenants accounted for 62 sector tenants.

property category and at year-end, per cent, and private taxpayer-fund-

accounted for 34 per cent of the total ed operators for 38 per cent. In Swe- The largest tenants in the category
property value. Hemso owned 110 den, public-sector tenants account- are AcadeMedia, Malardalen Uni-
educational properties, with a total ed for 48 per cent and private-sector versity and North Rhine-Westphalia
of 138 schools. Some properties com- tenants for 52 per cent of contracted (Germany).

prise several buildings and schools. annual rent. In principle, all of

The premises accommodate: Hemsd’s private-sector tenants in

Sweden are taxpayer-funded via

school vouchers. In Finland, public

operators accounted for 94 per

cent, and private operators for

e Colleges/Universities 6 per cent, of contracted annual

e Premises for advanced life rent. In Germany, all educational
sciences research

e Preschools
e Comprehensive schools
e Secondary schools

No. of properties 110

Market value per country Contracted annual rent Property value SEK 15,756 million
per customer category Leasable area 554 tsqm
Lease duration 12.0 years
Rental income SEK 849 million
B Sweden, 76 % . o
Germany, 8 % M Public, 62 % Property yield 4.3 %

Private, 38 %
W Finland, 16 % ;

Share of property value No. of students Economic occupancy rate, %

100
98

34 25,100 = i B ™
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Schools - preschools to upper-secondary schools in Sweden

@ Hemsd's portfolio

Total portfolio

No. of schools

124

No. of students

25,100

No. of schools per category, Sweden No. of students per category, Sweden
140 30,000
120 — 25,000
e B 20,000 B
80 —
15,000 —
60 — —
= | 10,000 —
w4 N 5,000 —
0
Pre- Elementary Upper Total Pre-  Elementary Secondary Total
schools  schools  secondary school school school

children  students  students

Source: Hemso. Schools under construction have been excluded. Please
note that statistics for the large image also exclude colleges/universities.
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Property portfolio — Health care

Portfolio and tenants

At year-end, health care premises
accounted for 17 per cent of Hemsd's
total property value. Hemso owned
63 health care properties, of which
60 were in Sweden and three in
Finland. The premises accommodate
a range of operations, including:

¢ Medical centres
¢ Dental practices
e Pharmacies

¢ Palliative care

e Rehab clinics

Market value per
country

M Sweden, 95%
M Finland, 5%

Share of property value

36 @ Property portfolio — Health care

e Child health clinics

* Maternity centres

¢ Child and adolescent psychiatry

* Emergency centres
e Local hospitals

Of the contracted annual rent, pub-
lic-sector tenants accounted for 78
per cent, and private taxpayer-fund-
ed operators for 22 per cent.

In Sweden, public-sector tenants

accounted for 80 per cent, and

private operators for 20 per cent,

Contracted annual rent
per customer category

M Public,78 %
Private, 22 %

Economic occupancy rate, %

100

98

96

94—

92—

2014

2015

2016

2017

2018

of the contracted annual rent. In
Finland, public operators accounted
for 53 per cent, and private operators
for 47 per cent, of contracted annual
rent.

The largest tenants in the category
are Region Stockholm, the Karolinska
Institute and the Vastra Gotaland
Region.




Property portfolio — Justice system

Portfolio and tenants

At year-end, properties for the legal

sector accounted for 9 per cent of

Hemsd's total property value. Hemso
owned 16 justice system properties,

of which 11 were in Sweden, four in
Germany and one in Finland. The
buildings house premises for:

e The police
e Prisons
e Courts

e Prosecutors

Market value per
country

W Sweden, 89 %
Germany, 7 %
M Finland, 3%

Share of property value

9«

The properties are characterised

by a large proportion of customised

areas with high security require-
ments. The tenants often choose
to co-locate in legal centres, which
can accommodate police, custodial
operations and courts. In Sweden,

the majority of Hemsd’s tenants are

state agencies who accounted for
96 per cent of contracted annual
rent. In Finland and Germany,
public-sector tenants accounted
for100 per cent.

Contracted annual rent
per customer category

M Public, 96 %
Private, 4 %

Economic occupancy rate, %

100

98—
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The largest tenants in this category
are the Swedish Police, the Swedish
Courts and the Swedish Prison and
Probation Service.

No. of properties 16
Property value SEK 3,681 million
Leasable area 144 tsgm
Lease duration 6.9 years
Rental income SEK 238 million
Property yield 5.5%
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Property management

Hemsd's property management focus —to own public properties in expan-
sive regions — creates favourable conditions for stimulating, effective and
customer-oriented management.

Value-creation property
management

Efforts to create a uniform approach
to property management in Sweden
continued during the year. This work
has focused on combining processes,
services and execution into val-
ue-creation activities. Hemso takes
care of the technical management,
while external providers are con-

38 @ Property management

tracted for property operations and
maintenance. The aim is that Hemso’s
property management will offer the
same high quality for tenants regard-
less of where the property is located.
Hemso has worked actively to reduce
its emissions, improve the quality of
its properties and to focus more on
customer benefits. To succeed with
this goal, more people are employed

Lease duration

9.7years

in property management compared
with 2017.

Higher tenant satisfaction
Uniformly managed property
maintenance also frees up time for
Hemsd’s property and technical
managers to increase their focus on
tenants and value-creation initia-
tives. In Sweden, Hemso has tenant

Economic
occupancy rate

98.3 «



Education, Grenverket, Lund

managers with specific responsibility
for major state, municipal, county
and private-sector tenants. Proper-
ty managers maintain continuous
contact with tenants to capture
their needs and views. This creates
security and helps to build long-term
relationships.

Hemso works with customer care on
a daily basis and arranges inter-

nal workshops on this topic for all
employees every year. Customer
Satisfaction Index (CSI) surveys are
conducted regularly and the most
recent survey in November 2018
gave a CSl score of 66, a one-point

Customer Satisfaction
Index, Sweden

66/100

increase since the previous survey in
November 2016. Customer service,
property quality and maintenance
had the greatest overall impact on
customer satisfaction and are the
areas that customers consider most
important. Hemso attaches great
importance to customer feedback,
and is continually improving its
operations and offering. Hemso aims
to achieve a CSl score of 75 within a
five-year period. The next CSl survey
is planned for autumn 2019.

One concrete activity that Hemso
uses is to request that customers
rate the service they received —

Education, Widénska upper secondary school, Vasteras

green, yellow or red — as well as leav-
ing a written comment, in conjunc-
tion with the e-mail confirmation

of their maintenance request. This
direct feedback on the customer’s
experience is then used as a basis for
monitoring, and for ways to improve
the quality of deliveries to tenants.

Enhanced dialogue

Hemsd’s dialogue with tenants takes
several different forms. In addition
to the ongoing contact, regular
meetings are held with tenants to
discuss the condition of the proper-
ty, any maintenance needs and any
specific issues for tenants.
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Energy consumption,
Kwh/m? 23

141

2Including business electricity,
average year corrected for heating
3Area pertains to heated
area (A-temp), Sweden
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Energy efficiency

Important work for achieving a
sustainably developed property
portfolio is to continuously improve
the properties’ energy performance.
During the year, Hemso increased its
rate of investment in development
projects that aimed to reduce en-
ergy consumption and the environ-
mental impact. Energy audits have
been performed on all properties in
Sweden, forming the basis for the
prioritisation of energy projects.
These projects may also identify op-
portunities for potential energy effi-
ciencies in the tenants’ operations.
During the year, the projects led to

a more strategic focus on renewable
energy, including geothermal energy
and solar panels.

Most of the energy consumed,
about 60 per cent, is used for heat-
ing properties. The aim is reduce
energy consumption in the Swedish
portfolio by 30 per cent by 2020,
compared with 2012. These efforts
are proceeding and in 2018, total
energy consumption had declined
13.5 per cent compared with 2012.
In the comparable portfolio, energy
consumption had declined approxi-
mately 5 per cent between 2018 and
2017. The outcome for 2018, as a
separate year, remained unchanged
compared with 2017: 141 kWh/m?
for heating and electricity (including
business electricity). Hemso has
been working to increase the pro-
portion of renewable energy sources
for some time and in Sweden, the
company only purchases hydroelec-
tricity with guarantees of origin.
District heating is the most common
form of heating, but the number of
properties with geothermal heating
is growing, which has reduced
Hemsd’s emissions.

Digitisation - pilot project
completed

Over the past year, Hemso has
conducted a digitisation pilot project
with the aim of developing its prop-
erties as well as its internal working
methods. Sensors were installed in

selected properties to collect more
data for analysis in relation to the
buildings’” performance, utilisation
rate and user behaviour.

Hemso is currently working to
connect control systems for the
properties in a secure web-based
control portal behind an encrypted
firewall. The goal is to connect as
many properties as possible. The aim
is to enable more efficient energy
consumption and property opera-
tions, but also to be able to control
the buildings remotely and optimise
the indoor climate. Hemsd’s control
standard enables open system
solutions with standard interfaces,
which means that most systems can
be integrated with each other.

Hemso has selected a new provider,
Metry, for the colletion of energy
data. The system was integrated
with Hemso's energy monitoring
system Vitec in early 2018, which im-
proved the process and led to higher
data quality and lower costs.

During the year, Hemso initiated a
lighting project in partnership with
Signify. Hemso also visited the Re-
search & Development unit of Signify
and Phillips in Eindhoven in the Neth-
erlands during the year. The goal is
to align classroom lighting with the
type of activity, amount of external
lighting, time of day and so forth.
Research has shown that the right
lighting can help students stay alert
and concentrate on learning. A pilot
project in one of Hemsd's schools is
planned to take place in 2019.

Energy consumption in Sweden
past 4 years, kWh/m? A-temp
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Hi there...

... Jennifer Jennerhed, who began
as a trainee at Hemso in August.

Last summer, you graduated from
the Faculty of Engineering at Lund
University with a Master of Science
degree in Real Estate Economics/
Land Surveying. Why did you
choose Hemso?

I’'ve been interested in urban plan-
ning and development for as long as
| can remember. | eventually decided
that | wanted to be involved in the
development of properties that are
sustainable in the long-term and
important for society at large. | came
into contact with Hemsd on several
occasions while | was studying, and
gradually realised that what they do
is very similar to what | am inter-
ested in. When | saw that a trainee
position was available, there was no
guestion that | would apply and in
retrospect, | can say it was an excel-
lent choice.

What have you tried?

| began my trainee period in de-
velopment, and that also became
permanent at the end of the period.
In Strategy & Transaction, | worked
with acquisitions and divestments
and also spent some time at the of-
fice in Germany. Working in different
departments and getting to know
my colleagues in other parts of the
company has been very rewarding.

You probably had an image

of Hemso before you started.
Has that now changed?

| already knew that Hemso had a
lot of investment properties, but |
was shocked by the actual size of

Hemso’s project portfolio. Not to
mention the high pace of new acqui-
sitions and steady inflow of develop-
ment opportunities that are creating
opportunities to grow and become
even bigger. We also have properties
in far more municipalities than | ever
realised before | started here, which
was a pleasant surprise.

What has been most

interesting and rewarding?

Without a doubt, it was the opportu-
nity to work in different departments
during my trainee period and to
learn about what each department
does and what their function is. The
trainee period also helps you to
develop a fantastic network in the
company, while getting to know your
colleagues in a range of departments
and regions across the country.

You are going to become a
project developer at Hemso.
How does that feel?

It feels challenging and exciting. As |
said, there are lots of development
projects waiting to be implemented,
and | am hoping to further strength-
en our development department
when | start working there full-time.
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Supplier requirements
Hemsd’s primary suppliers are
contractors and consultants for
development and operations and
maintenance, as well as utility com-
panies. Purchasing is characterised
by high ethical standards, respect for
human rights, professionalism, ob-
jectivity and fair treatment. Hemsg's
suppliers are to act in accordance
with set requirements in relation to,
for example, sustainability, qual-

ity, reliability, service and human
rights. These aspects are included

in Hemsd’s supplier requirements
and are applied in purchasing and
procurement.

Efforts with expanded supply chain
management continued in 2018. A
sustainable supply chain reveals, for
example, environmental impacts and
working conditions in the produc-
tion stage and creates conditions
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for making informed choices and
imposing demands on suppliers and
producers. Hemso guides purchases
of the consumables used in property
operations to the supplier Ahlsell.
Hemso and Ahlsell conducted a joint
review of the management systems
used to purchase these consumables
and have ensured compliance with
Hemsd’s supplier requirements.

Sustainable property
management

During the year, Hemso initiated

a process to coordinate waste
procurement. This will lead to better
source separation and optimised
fractions, receptacle sizes and
frequencies. Improved management
and procurement will increase op-
portunities for tenants to sort their
waste, and ultimately reduce costs
and waste volumes. A new supplier
and new agreement were imple-

Education, Rosenhill 1, Vasteras

mented in Hemsd’s Eastern Region,
to be followed by other regions in
Sweden early in 2019.

Hemso has a zero accident vision for
its properties. Safety inspections and
surveys are conducted on all proper-
ties to check, for example, fire safety
and fire protection equipment. In
2018, no accidents were reported
that resulted in premises liability
claims on Hemsd'’s properties.

Focus in 2019

The focus moving forward will be to
further develop structured and pro-
cess-oriented working methods. The
focus lies on more efficient property
management, an entrepreneurial
culture and increased customer
satisfaction.

To further develop the portfolio and
maintain the high standard sought



by Hemso, the funds allocated for
planned maintenance will continue
to increase.

Sustainability management will
remain central for the company. In
2019, efforts to digitise the proper-
ties and certify existing properties
will continue. Additional focus will
be placed on operational communi-
ty initiatives to create synergies in
Hemsd’s business model.

The rate of investment in energy
projects will be high, in order to
achieve the set targets. Energy

consumption per sgm is continuously

decreasing and there is a well-for-

mulated strategy to ensure that this

trend continues. One focus area is

to accelerate the rate of investment

in photovoltaic systems on the
properties.

In Germany, Hemsg's property devel-
opment managers’ focus on the de-
velopment potential in the existing
property portfolio, the acquisition of
older properties with refurbishment
projects, and the implementation
and adaptation of Hemsd’s sustain-
ability policy for the German proper-
ty management portfolio will contin-
ue. In Finland, efforts to improve the
efficiency of property management
and agreements are ongoing, as

well as planning for several energy
projects with renewable energy. In
addition, the first customer survey
for Finland is being planned.

-
-

MQt‘ion, Vittra School, Sollentuna
-
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Sweden - Focus on standardisation

and digitalisation

During the year, we worked intensively to develop and
secure a uniform “Hemso Standard,” that will apply
regardless of where properties are located in Sweden.
“One of our most important tasks is to make day-to-day
life easier for our tenants,” says Rikard Nyhrén.

In Sweden, sustainability played a
key role in property management in
2018. We have worked methodically
to create an inventory for the prop-
erty portfolio and produced a devel-
opment plan for each property. To
benefit from economies of scale, we
have produced concepts and stan-
dards that can be broadly applied.
One example is the Skolgardslyftet
project, where we have defined a
basic level for the outdoor environ-

ments of our educational properties.

We have clear inventory model,
based on research and a toolbox for
actions that everyone can use.

Other important areas have been
to improve the quality of properties
and customer benefits.

“During the year, we were focused
on maintenance projects and the
digitalisation of our properties, and
we completed successful sustain-
ability projects,” says Rikard with

a smile. We have restored outdoor
environments and implemented ex-
citing digitalisation projects that will
improve the learning environment
for the students in these schools.

The global digitisation mega trend
is now developing the property in-
dustry, which traditionally has been
relatively conservative. Hemso is
driving this transformation by
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engaging in joint pilot projects with
service providers in the fields of
PropTech and the Internet of Things.

At the same time, work is ongoing to
obtain data from the properties that
start-up companies can then use to
build their products.

“We implemented
successful sustain-
ability projects”

“We see digital tools as a natural
part of our operations and the
refinement of our product. We do
not have a separate digital strategy
— digitalisation should be a natural
part of Hemso in general, much the
same as we have implemented our
sustainability management.

During the year, we increased the
number of employees in property
management and continued to
strengthen our local presence. This
strong growth with newly construct-
ed buildings and acquisitions has
meant that we continue to scale up
our Regional offices. This process will
continue in 2019 and we are planning
to open a local office in northern
Sweden in order to be closer to our
customers.

Rikard Nyhrén, Head of Asset Management Sweden

Long-term owner

“Our tenants are responsible for
important social functions such as
nursing homes, schools and health
care. Long-term ownership is key

to our ability to provide them with
the best conditions for running their
operations in Hemsd’s properties.
That means that we can make invest-
ments that pay off in the long term,
and set a strategic direction that
enables ambitions such as becoming
climate-neutral.”
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97.8 % occupancy rate
SEK 2,023 million in rental value

Sweden
1,286 tsqm of leasable area

273 properties
sek 33.6 billion in property value

72 % of the portfolio’s
market value

Properties
per category
104 Nursing homes

98 Education

60 Health care

11 justice system
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New segments and strengthened
asset and property management in

Germany

During the year, Hemso in Germany expanded its portfolio
with several objects in the justice system and education seg-
ments. This is consistent with Hemsg'’s investment strategy,
which has long been applied in Sweden.

During the year, Hemso acquired
four police stations/properties

in Germany and, through a joint
venture with the municipality,
commenced the development of a
new upper secondary school on the
outskirts of Berlin. The school will be
ready for occupancy in early 2021.

During the year, growth in the nurs-
ing home segment was lower than in
preceding years due to much higher
price levels, but the year ended with
several nursing home acquisitions.

In this segment, Hemso has decided

“We are very
proud of the
award”

to focus on development projects in
the existing portfolio, and on refur-
bishment and renovation projects.
Since this is more resource-inten-
sive than the acquisition of existing
investment properties, Hemso
strengthened its organisation with
an additional technical manager.

Hemsd’s activities in the education
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segment were monitored and also
received positive media attention.
This partly triggered a public debate
on the use of private capital for the
construction and renovation of pub-
lic schools. Hemso is benefiting from
the reporting and can use this as a
good reference for future growth in
this segment.

At the end of the year, Hemso re-
ceived the Swedish Business Award
in Germany, presented by the Swed-
ish Chamber of Commerce, Business
Sweden and the Swedish Embassy.

“We are very proud of the award,
which is proof that we have succeed-
ed in establishing ourselves in the
German property market,” says Jens.

Jens Nagel, Head of Region, Germany

@ Properties



Germany

51 properties
SEK 7.2 billion in property value

16 % of the portfolio’s

99.94% occupancy rate
market value

SEK 399 million in rental value
266 tsgm of leasable area

Properties
per category

43 Nursing homes
4 Education
0 Health care
4 justice system
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An exciting year in Finland

In 2018, Hemso implemented one acquisition in Finland that
Jarkko Leinonen, Hemso’s Head of Asset Management in
Finland, is especially pleased about.

“The highlight of the year was when we took over the Univer-
sity of the Arts’ existing properties from Helsinki University
properties Oy, and extended the lease agreement with the
University of the Arts,” says Jarkko.

The acquisition consisted of three
university properties with the Uni-
versity of the Arts Helsinki as tenant.
The University of the Arts Helsinki
comprises the Sibelius Academy, the
Theatre Academy and the Finnish
Academy of Fine Arts, and is situated
in prestigious premises in central
Helsinki.

“We are looking
forward to a
successful
partnership.”

“We are looking forward to a suc-
cessful partnership with the Univer-
sity of the Arts Helsinki and delight-
ed that we can contribute to the
university’s continued development
in flexible, safe and secure proper-
ties together with the University’s
competent and active organisation,”
says Jarkko.

Jarkko also adds that a new step
during the year was that the com-
pany performed most of its own
development, and he has therefore
employed a project developer. Hav-
ing our own resources, and expand-
ing our collaboration with Finnish
municipalities for schools and other
public properties, is strategically
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important. Hemso now has its own
resources in all areas to lead activi-
ties and partner networks.

“As a long-term landlord and
investor, it is important for Hemso
that our tenants and partners can
communicate with our employees. |
think that decision paths will become
shorter and commitment will in-
crease if we have our own organisa-
tion,” he continues.

And of course, Jarkko is also satisfied
with the lease agreement that was
extended during the year for a rental
value of EUR 4.6 million per year and
that, in addition to energy efficien-
cies, several existing properties
became certified under the BREE-
AM In-Use scheme. The properties
selected are more geared towards
learning and focusing on improve-
ments rather than trying to achieve
the highest-possible level of certifica-
tion. A number of electricity contracts
were renewed during the year and all
of the electricity consumed by Hemso
in Finland is green electricity. Hemsd
continued its efforts to increase
sustainability in the Finnish portfolio
and operations.

“We ended the year by acquiring
the District Court of Helsinki and
the Finnish state is now our largest
tenant. It is gratifying that we are

Jarkko Leinonen, Head of Asset Management Finland

growing in central Helsinki. Overall,
we had a good year in Finland and a
lot can happen as we move forward.
Hemso will continue to be an active
player by improving the Finnish pub-
lic property portfolio and clarifying
its offer to municipal, state and oth-
er public operators,” says Jarkko.

@ Properties



97.1% occupancy rate
SEK 329 million in rental value
180 tsgm of leasable area

sek 5.4 billion in property value “
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Major ongoing
development projects
Nursing homes

6

I I I Source:
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Major ongoing
development projects
Education

3

Development projects

Hemsd's unique knowledge and experience of developing and managing
public properties creates long-lasting value, from well-functioning schools
to nursing homes, with satisfied employees, students and patients.

Sweden needs 700

new schools

Two-thirds of Swedish municipalities
have an acute shortage of school
premises. Classes are growing larger
and students are being taught in
temporary modules and other
premises that are not designed to be
classrooms. According to the Swed-
ish Ministry of Finance, the number
of students is expected to rise by
175,000 over the next ten years and
400 new comprehensive schools and
300 new secondary schools will be
needed. While the need for invest-
ment in elementary schools is partic-
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ularly high, the trend also indicates

a growing need for upper-secondary
school properties. Many Swedish
schools were built in the 1960-70s
and often have considerable mainte-
nance needs coupled with outdated
design, inefficient working methods
and lack of security as a result. These
schools are in major need of exten-
sions and refurbishment. Nor is it un-
common that the schools are in such
bad condition that they have to be
demolished and replaced with new,
effective buildings. The high rate of
new construction and refurbishment
will require major economic and hu-

Swedish Ministry of Finance.

man resources. Many municipalities
are therefore electing to increase
their proportion of leased premises
by transferring full ownership, man-
agement and use of their properties
to private operators.

70 new nursing homes

per year

The demographic trend indicates a
60-per cent increase in the popula-
tion aged 80 or over between 2017
and 2030 (source: OECD). According
to the Swedish Board of Housing,
Building and Planning, approximately
70 new nursing homes will need to



be built per year in Sweden over the
next ten years, a total of 700 homes
with 32,000 new beds. In addition,
many old nursing homes will need

to be replaced because they do not
comply with applicable requirements
and regulations.

Long-term partner for
municipalities

Many municipalities will soon be
faced by the major challenge of
building public properties. For most
municipalities and county councils,
construction is carried out at several
year intervals. Hemso, on the other
hand, develops several public prop-
erties across the country every year,
for both municipal and private op-
erations. Hemso has acquired broad
knowledge and experience in the
development of modern properties
that are sustainable and customised

with good property management
economics. Hemso is now a long-
term partner for municipalities, and
helps them meet tomorrow’s need
for public properties.

Long-term ownership

At year-end, Hemso had 12 major
ongoing new construction projects
in the nursing home, education and
health care categories. Develop-
ment takes place both in-house, and
in partnerships. Regardless of the
form, Hemsd’s objective is long-term
ownership. Properties are devel-
oped in a collaboration between
in-house experts — including project
developers and property managers
—and external consultants, tenants,
business operators and municipal-
ities. All parties are involved at an
early stage to achieve consensus

on the design of the property. This

The starting shot, Sandbyhov, Norrkoping

ensures a modern, appropriate and
functional property from both an
operational and management per-
spective, and long-term relationships
with the company’s tenants. As part
of the process to increase the focus
on development, the department
was strengthened with eight new
employees during the year.

Completed development
projects

During the year, Hemso complet-
ed Halsans hus in Kungshamn, the
Widénska upper secondary school
in Vasteras, two nursing homes and
one preschool.

Widénska upper secondary
school, Véisteras

The Widénska upper secondary
school in Vésteras was completed
during the final days of 2018 and

Development projects @ 51



opened in January 2019. The school
can accommodate about 480
students and has a leasable area of
5,300 sgm.

Halsans hus, Kungshamn

Hemso completed the construction
of Halsans hus in Kungshamn and
the tenant, Vastra Gotaland Region,
signed a 20-year lease agreement.
The property was completed in
November.

Villa Basilika, Tyres6 and

Villa Idun, Enkdping

Both of these nursing homes have
Ambea as their tenant and were
completed in January and Octo-
ber, respectively. The homes are

designed for modern elderly care op-
erations, with 63 apartments divided
between six departments.

Jarvastaden School, Solna

Stage 2 of Jarvastaden School, which
opened in 2017, was also completed.
Stage 2 comprises a preschool for
about 200 children. This building
has also been designed for flexibility
and can easily be converted into an
elementary school. Stage 2 is the
second-last stage of the school.

Ongoing development
projects

At year-end, the remaining invest-
ment volume in Hemsod's ongoing
project portfolio was an estimated

Villa Basilika, Tyreso
— Completed January 2018

SEK 3.8 million. Five nursing home
projects and three school projects
were started-up during the year.

Urban development project,
Sandbyhov Norrkoping

Sandbyhov in Norrkdping is an urban
development project, where Hemso
and Norrkdping Municipality have
jointly created building permits

for new housing units of 50,000
sgqm, in addition to public proper-
ties. Construction was started on
three school buildings during the
year — Apelgarden, Ekhojden and Es-
tethuset. Apelgarden is a high school
for 350 students, and Ekhéjden an
elementary school for 350 students.
The buildings for both Apelgarden

Property category: Nursing home
Project type: New construction Silver
Project area: 4,300 sqm
Leased at start-up: 100%

Environmental certification: SGBC, Villa Basilika has 63 beds, divided
between three floors, and a semi-base-
Project description: This new nursing ment. The home has been built for
home is connected to Hemsd’s existing  people with dementia.

nursing home Krusmyntan 2.
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Development projects completed, 2018

Rental value

Rental increase after

Development Property Project area, Investment, duration, project, SEK Occupancy
Municipality  projects category sqm SEK million years million rate, %
Tyreso Villa Basilika Nursing home 4,300 157 15 10 100
Sotenas Halsans hus Health care 2,600 50 16 3 100
Solna RWS stage 2 Education 2,000 76 30 4 100
Enkoping Villa Idun Nursing home 4,200 105 16 9 100
Vasteras Widénska Education 5,300 143 15 11 100
Total 18,400 531 17 38

and Ekhojden were originally
completed and opened in 1910.

Both building have now been totally
renovated, and an extension is being
added to accommodate the schools.
Estethuset, a completely new build-

ing, will have special classrooms for
activities such as craft, home eco-
nomics and technology and serve
both Apelgarden and Ekhojden. All
buildings have been leased by the

municipality for a period of 25 years.

l:l Public-sector tenant
l:l Private-sector tenant

Widénska upper secondary school, Vasteras
— Completed December 2018

Project description: The tenantisthe ice hockey rinks and football fields.
The school is the first upper second-

Property category: Education
Project type: New construction
Project area: 5,300 sqm
Leased at start-up: 100%

City of Vasteras with a 15-year lease
agreement. The new upper secondary ary school in Sweden with LGBTQ
school is a designated sports school certification.

and strategically located close to both
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Both Apelgarden and Ekhojden are
scheduled for completion by the be-
ginning of the autumn school termin
2019 and Estethuset by the beginning
of the spring school term in 2020.

The Nodhuset building, located in
the same area, has a total area of
9,000 sgm and will house health
care premises, retail stores and a
garage in a low-rise three-

storey section, as well as 42 rental
apartments in a high-rise sev-
en-storey section built on top of the
low-rise section. The health care
premises of approximately 3,000
sqm have Region Ostergdtland as
the largest tenant and a lease term
of ten years. The residential section
has been sold to Hyresbostader, a
municipal housing company. The
building is scheduled for completion
in the third quarter of 2020.

Sodra Killtorp, Vasteras

In 2017, Hemso secured the contract
to realise the City of Vasteras’s vision
of a new area for public services in
the Soédra Kalltorp residential area.
The company will build a nursing
home with 120 beds, 60 senior
housing units and a preschool with
72 places. A 25-year lease agreement
has been signed with the City for the
nursing home and preschool, and

a number of co-housing units. The

development project is currently in
project planning stage.

Kronan, Luled

In early 2017, Hemso acquired five
properties in Lulea — four nursing
homes and one medical centre. The
transaction also included a land-use
agreement for a new nursing home.
The nursing home is currently under
construction and scheduled for
completion in November 2020. The
home contains 144 apartments and
a 20-year lease agreement has been
signed with the municipality.

Bjorknisgarden, Boden

In 2017, Hemso and Norlandia Care
secured a contract from Boden
Municipality to build a nursing home
with 126 apartments. The develop-
ment project is scheduled for com-
pletion in November 2019. A 15-year
lease agreement has been signed
with Norlandia Care.

Villa Boulevard, Kristianstad

A new nursing home in Kristianstad
with 60 beds and a small school-
room. The nursing home has been
leased for 15 years by Vardaga, part
of the Ambea Group.

Fyllinge, Halmstad
In Halmstad, Hemso began construc-
tion of a nursing home with 54 beds

Hemso's largest ongoing development projects >SEK 100 million

with Norlandia Care as the tenant for
15 years.

Paradisskolan, Borldange

During the spring, Hemso secured

a Public Procurement Act (LOU)
contract to build Paradisskolan (the
Paradise School) in Borlédnge. The
school is designed for a population
of 600 elementary school students,
including a sports centre. Construc-
tion is based on the “village school”
concept with a focus on co-utili-
sation and flexibility. The school

is currently in the planning phase.
Procurement is expected to take
place in May 2019 and the school

is scheduled for completion by the
start of the autumn school term in
2020. A 20-year lease agreement has
been signed with the municipality.

Dabendorf, Germany

In autumn, Hemso reached an
agreement with the German City

of Zossen, south of Berlin, to jointly
develop an upper secondary school.
This is Hemsd's first school project in
Germany. The school will accommo-
date 1,000 students. Construction
was started immediately and the
school is scheduled for completion
in the first quarter of 2021. A 20-year
lease agreement has been signed
with the City of Zossen.

Rental value

Remaining increase after Estimated
Munici- Development Property Project Investment, investment, completion, Occupancy year of
pality projects category area, sqm SEK million  SEK million SEK million rate, % completion
Solna Patienten 1 Health care 21,260 1,849 677 91 84 2020
Stockholm Princeton 1 9 Health care 22,360 1,397 730 77 1 2021
Vasteras Sédra Kalltorp Nursing home 15,160 469 435 29 100 2021
Zossen Dabendorf Education 16,300 485 483 25 100 2021
Luled Kronan Nursing home 11,990 287 232 21 100 2020
Norrkdping  Sandbyhov Education 10,230 248 133 19 100 2020
Boden Bjorknasgarden  Nursing home 10,050 246 82 20 100 2019
Norrképing  NOD-huset Health care 6,800 247 231 13 89 2020
Helsinki University of Education 4,100 151 111 13 100 2019

the Arts

Staffanstorp Villa Vikhem Nursing home 4,100 126 41 9 100 2019
Kristianstad  Villa Boulevard Nursing home 4,430 131 130 9 89 2020
Halmstad Fyllinge Nursing home 3,870 107 105 8 100 2020
Total 130,650 5,743 3,390 335 70

1) The development projects are conducted in companies owned jointly with SveaNor.
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Some of Hemso6's ongoing development projects

Sandbyhov Norrkdping
Property category: Nursing home,
education and health care.

Project type: Urban development area
Project area: 17,000 sqm excl. housing
Construction start-up: 2018

Leased at start-up: 100%
Environmental certification: SGBC,
Silver

Project description: Development of the
area is ongoing with nursing homes, com-
prehensive schools, a preschool and new
construction comprising a public dental
service clinic, a medical centre and hous-
ing. The schools include Ekhojden (ele-
mentary), Apelgarden (lower secondary)
and Estethuset with special classrooms.
A 25-year lease agreement has been
signed with Norrkdping Municipality for
the school buildings and a 10-year lease
agreement with Region Ostergétland.
The area is scheduled for completion by
the end of 2020.

Kronan, Lulea

Property category: Nursing home

Project type: New construction

Project area: 12,000 sqm

Construction start-up: 2018

Leased at start-up: 100%

Environmental certification: SGBC, Silver
Project description: In May, Hemso began the
construction of a new residential care facility
in Luled. The facility has 144 beds, a leasable
area of approximately 12,000 sqm and is
located in the new district of Kronan. The
investment is an estimated SEK 287 million.
Luled Municipality has signed a 20-year lease
agreement. The facility is scheduled for com-
pletion in November 2020.

Dabendorf, Germany
Property category: Education

Project type: New construction

Project area: 16,300 sqm

Construction start-up: 2018

Leased at start-up: 100%

Project description: In the fourth
quarter of 2018, Hemso began construc-
tion of a secondary school in Zossen,
south of Berlin. The City of Zossen is the
tenant and has signed a 20-year lease
agreement. The school is designed for a
population of 1,000 students and sched-
uled for completion in the first quarter

of 2021.
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Developing sustainable
public properties

A key element of Hemsd’s develop-
ment process is the regular analysis
of each municipality’s conditions and
the changing need for premises over
time. The analysis includes such fac-
tors as demographics, public finance,
the job market and property market.
Itis also important to understand
the operations and their users. This
provides invaluable knowledge for
building efficient and sustainable
public properties.

Hemso requires all new construction
to be environmentally certified. In
Sweden, the Sweden Green Building
Council (SGBC) system is mainly
used with a minimum level of Silver,
where Hemso focuses on energy, the
indoor environment and choice of
materials.
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In public properties in general, and
preschools and schools in particular,
the substances in building materi-
als must not be harmful to human
health or our environment. To en-
sure compliance, Hemso in Sweden
uses materials based on SundaHus
Material Data assessments.

All materials and products used

by Hemso must have either A or B
classification under the SundaHus
system. In 2018, 92 per cent of the
assessed products in completed
projects were classified as either A
or B. In some cases, non-compliant
products were approved following a
special evaluation, on account of no
other options being available. The
goal is that SundaHus Material Data
will also be used for refurbishments,
and for regular property
maintenance.

Quality control

In 2018, Hemso systematically con-
trolled the quality of its completed
development projects. The aim is to
use experience feedback to improve
the process from project start to
handover.

Monitoring is carried out by a quality
control officer at Hemso, with the
assistance of project managers,
project directors, property managers
and technical manager. Projects are
monitored six months after comple-
tion, which means that the tenant’s
experience and views can also be
taken into account.

Driving development
Because Hemso develops and
manages properties for public use,
the company has unique knowledge
and insight into the requirements for



Education, Sandbyhov, Norrképing. Nils Styf, CEO

running a well-functioning school or
nursing home. We use this knowl-
edge to drive development forward
and produce new cost-efficient
public properties.

The sole purpose of Hemsdé's project
development is long-term own-
ership. We always proceeds from
the operations when launching a
project. Because our properties are
important for the function for public
services, the starting point for our
development is to create oppor-
tunities for effective care services
and education. By knowing what is
important for our operations and
their users, we can design effective
properties from both an operational
perspective and a long-term prop-
erty-management and cost per-
spective. Hemso always tries to find
effective solutions for how premises

can be co-utilised, serve multiple
purposes and be adapted over time.

By ensuring an efficient construction
process and developing high-use
properties, we can offer our tenants
attractive rents.

Focus and trends in 2019

In 2019, Hemso will be focused on
developing public properties on
own land, or land owned through
our joint ventures. This will be done
by initiating and driving planning
processes.

The trend is moving towards the
inclusion of construction, extension

and refurbishment in property acqui-
sitions. Many tenants have a need to

modernise their portfolios, and are
primarily interested in retaining and
refurbishing acquired properties.

Education, RWS Jarvastad®e

Hemso has extensive experience in
assessing whether an object is worth
refurbishing, or whether it should

be demolished. This procedure is
important for minimising the use of
resources and guaranteeing a long-
term sustainable investment.

Hemso continues to develop new
properties and draw on valuable
experience in subsequent projects.
To achieve cost and time efficiencies,
the company will intensify its efforts
to achieve standardised framework
procedures for schools and nursing
homes.
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Employees

Creating success for everyone — from tenants to investors — requires know!-
edge, consideration and commitment. That is why our employees are our
most important asset and crucial to whether or not we accomplish our goals.

Attractive workplace

Hemso is focused on creating an at-
tractive workplace in order to attract
new, and retain existing, employees.
Values, culture and sustainability are
important to Hemso. Our culture is
therefore characterised by respon-
sibility, teamwork and a passion for
the social benefit that Hemso helps
to create.

Hemso offers continuous com-
petence development by giving
employees more responsibility and
more advanced tasks, as well as
different types of training opportuni-
ties. To further motivate and develop
employees, we always seek to recruit
internally first. During the year, a
number of existing employees were
recruited to new roles, a sign of the
expertise already possessed by the
company. This is also testament to
the opportunities for development
within the company.
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To attract young talent, Hemso
meets students every year at labour
market events, or at meetings where
students are invited to Hemsd’s head
office. The company also offers sum-
mer jobs, internships and support

to several young students for their
degree projects in urban planning
and property management. In 2018,
Hemso employed its fourth trainee
as well as several young talents.
Hemso aims to employ people with
different perspectives and expe-
riences. This helps to broaden the
company’s knowledge base and cre-
ate a more dynamic working climate.

Career Company of the Year
- again!

For the third consecutive year,
Hemso was named Career Compa-
ny of the Year —a genuine stamp

of quality. It means that the jury
rates Hemso as one of the top 100
companies in Sweden when it comes

to offering development and career
opportunities to its employees.

Valuable work placements
Hemso has an earlier target of, every
year, being able to offer people who
are less likely to enter the workforce
valuable work placements and ex-
perience. In 2018, Hems6 employed
several trainees in various forms.

In 2018, Hemso participated in
“Jobbspranget” —an employment
programme for newly arrived
engineers, architects, scientists and
economists.

Leadership development

An important objective for Hemso
is effective leadership, with strong
leaders who can motivate, develop
and support their colleagues. All of
the company’s managers therefore
undergo a leadership development
programme. The programme con-



tains modules including communi-
cation training, feedback and group
dynamics with a business focus. All
managers have also received person-
al coaching with an external coach.

Long-term and strategic
HR management

Hemsd’s HR strategy is long-term
and goal-oriented. The Head of HR
is a member of Group Management
and responsible for overall strategic
HR management.

HR management is based on Hemsd's
strategic direction and business plan,
and on employment policies.

Commitment

All employees are able to influ-
ence their own role, as well as the
business in general. This lays the
foundation for committed and mo-
tivated employees. As a foundation
for professional development, all
employees establish an individual
development plan at their annual
performance review. The Hemso
School is a key element for build-
ing shared values. In the Hemso

School, all employees take partin
practical and theoretical exercises to
understand and embrace Hemsd'’s
value words — accessible, reliable
and progressive. An international
Hemso School will be launched in
2019, since several new employees
have now begun in Germany and Fin-
land. Hemso Days is also held every
year —an internal conference for all
employees, focusing on key strategic
issues and any changes in the busi-
ness environment that impact the
operations.

The latest employee survey in 2018
showed overall excellent results with
high scores for commitment and
leadership. The psychosocial index
also indicated a well-functioning
psychosocial work environment. The
employee survey was also followed
up by a pulse survey after the sum-
mer for those areas that could

be improved, such as reasonable
stress levels , recovery, support
from the manager and contact in
the event of workplace harassment.
After the survey, every department
reviewed its results and creates

action plans for achieving
improvements.

Knowledge sharing

with high attendance

Hemsd works systematically to en-
sure that all employees can develop
in their role, and provides training
and competence development. In
the latest employee survey, 77 per
cent responded positively and 18 per
cent neutrally to the question “Are
you able to develop in your role?”

Many employees at Hemso have
unique cutting-edge knowledge. In
an effort to spread this knowledge,
Hemsd launched the Social School
in 2017. This school does not have
a fixed timetable. Whenever time
allows, employees describe and
communicate their own unique
speciality and working day.

This transfer of knowledge and skills
is highly appreciated. During the
year, topics have included negotia-
tion techniques, rhetoric, financial
analysis and economic theory for
non-economists.
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Health and balance

Hemso aims to be a health leader

by taking a proactive approach

to health and well-being at work.
Hemso promotes a work-life balance,
opportunities for exercise and a
long-term focus on health. All em-
ployees are offered physical activity
subsidies and regular health checks.

During the year, several fitness
challenges were held to motivate all
employees to take part in daily physi-
cal activity and exercise. In the long
term, exercise is believed to have
positive effects on both physical and
mental symptoms, such as stress. In
2018, Hemso's employee attendance
was 98.9 per cent (98.7) and there
were zero work-related accidents or
fatalities.

Diversity and equal
opportunities

Variation in terms of gender, age and
background is important for Hemsd’s
development and competitiveness.
Hemso's view is that all people are
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equal, and that everyone should have
the same opportunities for develop-
ment regardless of gender, ethnic and
cultural background or age.

Hemso has zero tolerance for
harassment and takes clear pre-
ventive measures. The company
measures and regularly monitors
these issues in, for example, the
employee survey. In 2018, salaries
were reviewed and showed that, as
in previous years, there are no pay
gaps between women and men at
Hemso. Creating a working environ-
ment based on diversity requires

a long-term and comprehensive
approach. It involves creating the
conditions for taking advantage of
every employee’s unique abilities
and assets, but also working actively
to prevent discrimination, bullying
and prejudice.

Gender balance,
management

M Men, 75%
Women, 25%

Gender balance total, %

M Men, 51 %
Women, 49 %

Age balance

4

W <29 year, 10 %
30-49 year, 70 %
M >50 year, 20 %






In new roles during the year

When looking for new employees, Hemsd always seek to
recruit internally first, with the objective of stimulating and
developing employees. During the year, several existing
employees were recruited to new roles, including Andrea
Cedwall as Head of Transactions and David Magnusson as

project manager.

Andrea Cedwall,
new Head of Transactions

What are your previous roles

at Hemso6?

“I was previously a business project
manager in Strategy and Transac-
tions.”

What made you want to

change roles?

“I like Hemso’s leadership philoso-
phy of values-driven leadership. It
matches my own philosophy that

people do their work best in a team.

The team | will be leading is an
ambitious and competent group of
people with an amazing number of
good ideas, so the choice was easy
from that perspective.

What challenges do you expect in
your current role?

“Taking one step at a time in the
contributions | want to make as a
leader, and not trying to do every-
thing at once.

Partnership between departments
while Hemso is growing and taking
on so many new employees.”

Employees

David Magnusson,
new project manager

What are your previous roles

at Hemso6?

“| was previously a purchasing man-
ager at Hemsao. In summer 2018, |
joined the development department
as a project manager. By April, | was
working 50 per cent in my new role,
and 50 per cent in my former role

as purchasing manager. That meant
that | could still maintain control
over purchasing in my new position.
| became a full-time project manager
in August 2018.”

What made you want to

change roles?

“Purchasing had shifted from devel-
opment to property management.

| was looking for new challenges so
it was a natural step for me to move
from purchasing to development.

| have a Masters Degree in Civil
Engineering from the Royal Insti-
tute of Technology, and contracting
experience from working at Skanska
Stalteknik, NCC, Arcona and Peab
Bostad, so | have a great deal of
construction knowledge.

0%

of employees are satisfied with
competence development
at Hemsd

How easy was it

to take on your new position?

“It has gone well. | became respon-
sible for two ongoing contracts as
soon as | started, and | also helped
the transaction department with

an acquisition during the summer.
During the autumn, | started-up two
new contracts and one development
project related to digitisation, which
involved the installation of smart
lighting in a school in order to im-
prove the working environment and
study results.”

What challenges do you expect in
your current role?

“As Hemso grows, the company
will need methods, procedures and
systems to improve structures and
monitoring. An exciting task that
requires a high level of expertise
and new approaches in areas such
as digitisation. That will create new
business opportunities for Hemso,
but will also require new working
methods for development, and

for property operations.



Sustainable business

Hemsd’s mission is to sustainably own, manage and develop properties for
public use. This involves being a long-term and responsible property owner
that accounts for environmental and social sustainability aspects, as well as
the company’s profitability, in all areas of the company’s operations.

Sustainable governance
Sustainability is a high priority for
Hemsd. Sustainability management
is coordinated by the company’s
Sustainability Council. The Council

is led by Hemsd’s Head of Sustain-
ability and meets to discuss current
issues, make decisions on strategic
sustainability issues and to monitor
the sustainability targets. Hemsg's
Head of Asset Management is the
person responsible for sustainability
in Group Management. The Heads
of Asset Management in Finland
and Germany are responsible for
property-related sustainability issues
in their respective countries.

Sustainability management is based
on our sustainability policy, which

contains overall standpoints on how
our operations should be developed
in relation to environmental, social
and economic sustainability. Sustain-
ability management is also governed
by several other guidelines, proce-
dures and instructions regarding,
for example, the work environment,
choice of materials and waste. The
objective is that sustainability man-
agement will be fully integrated with
business management and planning.

Values

Hemsd’s operations are based on the
value words: accessible, progressive
and reliable. These values are to
permeate how the company’s em-
ployees act both internally and in ex-
ternal contacts. We do not tolerate

Nursing home, Backa 243:52, Goth

any form of corruption or unethical
behaviour. Corresponding values and
principles are also expected from
suppliers, business partners and
other partners.

An internal Code of Conduct has
been introduced to clarify the most
important standpoints in relation
to business ethics. Over the past
year, there has been a theme with
exercises and discussions related to
this Code of Conduct. The case was
used at both Hemsd’s management
days and the Hemso School, which
is part of the introduction for all
new employees. The plan is that all
of Hemsd’s employees will undergo
training in 2019.
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A whistleblower system has also
been available on hemso.se since
2016, enabling internal and external
stakeholders to make anonymous
reports of suspected unethical
behaviour or irregularities in the
company’s operations. To prevent
corruption, procedures for purchas-
ing and authorisation have been
developed. Hemso already has an ex-
ternal Code of Conduct for suppliers.

In 2018, no incidents of corruption

or legal violations were reported in
connection with Hemsd’s operations.
One case was received by Hemsd’s
whistleblower system during the year.
The case was investigated but no
measures were deemed necessary.

Materiality analysis and
stakeholder dialogue

The focus for sustainability manage-
ment is reviewed each year as part
of Hemsd’s business intelligence and
strategy processes. In 2018, Hemso
conducted a materiality analysis and
engaged in dialogue with its stake-
holders. These resulted in an update
of the areas that are important for
Hemso in the company’s continued
work with sustainability. The sus-
tainability aspects with the highest
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value both internally and for external

stakeholders comprise Hemso's
material sustainability aspects. Both
our day-to-day operations and stake-
holder communication will maintain
a focus on these issues.

The material sustainability aspects
can be summarised as follows:

¢ Safe and healthy environments in
our properties.

e Attractive employer for existing
and potential employees.

e Resource efficiency.

¢ Responsibility for any negative
impacts on health and/or the
environment.

e Sustainability expertise through
training and communication.

e Long-term sustainable financial
growth in line with the
profitability target.

e Local impacts on society and
community engagement.

Climate

In 2018, Hemsd's strategic cli-
mate-change considerations were
work-shopped and analysed. Hemso's
efforts to mitigate climate-change
also included how Hemsg's opera-
tions impact the climate and how

climate change will impact Hemso.
The latter issue is part of preventive
measures and risk management in
property management, as well as de-
velopment projects and acquisitions.
Hemso'’s focus and objectives are still
energy consumption, reduction of
CO, emissions and energy efficiency.
The aim is to update the objectives
and to develop the climate-change
strategy next year. Hemsd’s emis-
sions are currently monitored in a cli-
mate report based on GHG Protocol
standards.

GRESB Green Star

Hemso has been reporting its sus-
tainability performance in accor-
dance with the Global Real Estate
Sustainability Benchmark (GRESB)
since 2014, which is an annual global
evaluation of environmental, social
and governance (ESG) at company
and portfolio level. Hemso has
achieved the highest GRESB rating

— Green Star —since 2016. In 2018,
Hemsd achieved a score of 55 points,
slightly lower than in 2017. Im-
provements to implementation and
reporting will be introduced in 2019.
Hemsd’s objective is to improve the
score every year by conducting ana-
lyses and introducing improvements.



Environmental certifications
At the end of 2018, Hemso had 23 en-
vironmental certifications distributed
between 21 properties. The certifi-
cations comprised 15 Sweden Green
Building Council, three LEED, one
BREEAM, two BREEAM In-Use and
one DGNB. Hemso also had one re-
maining Green Building certification.

Hemso has decided to phase out
Green Building certifications and not
to extend them, as they no longer
serve the same purpose for Hemso.
Green Building certification is focused
on energy savings in properties.
Hemso's strategy is to continue focus-
ing on energy efficiency in the form
of both operational optimisation and
energy projects, including the instal-
lation of renewable energy systems
(photovoltaic and geothermal).

Hemso received its first environmen-
tally certified property in Finland in
2017 (BREEAM In-Use), and its first
two certifications in Germany (LEED
and DGNB) in 2018. In 2019, more
environmental certifications are ex-
pected to flow into the portfolio from
all three of the countries in which
Hemso operates, through develop-
ment projects, project acquisitions
and other means. In addition, Hemso
will raise its level of ambition for cer-
tifications in the existing portfolio.

BREEAM In-Use

In 2018, Hemso conducted a pilot
project to obtain BREEAM In-Use
certification for two properties,
with the goal of achieving a “very
good” rating, which was achieved.
This is Hemsd’s first environmental
certification in the company’s exist-
ing portfolio, and with a property
management focus. Hemsd is also
planning to conduct a pilot project
in early 2019 to obtain two BREEAM
In-Use certifications in Finland, and
explore the possibility of also obtain-
ing certifications in Germany. The
objective for 2019 is a total of ten
new BREEAM In-Use certifications.

Skolgardslyftet
To raise the quality of existing
preschool and school playgrounds,

Hemso decided to implement the
Skolgardslyftet project. The initiative
will help to increase social sustain-
ability by improving the outdoor
environments of preschools and
schools, for the benefit of every-
one who uses these spaces — both
children and adults. As part of the
Skolgardslyftet project, Hemso will
invest SEK 30 million in the identifi-
cation and implementation of mea-
sures that will raise the quality of the
entire existing portfolio. The plan is
to create an inventory for all school
playgrounds within five years.

Community engagement
Hemsd’s core business and mission
to sustainably own, manage and de-
velop public properties, and thereby
contribute social infrastructure, can
be considered community engage-
ment. Over the past three years, for
example, Hemsd’s construction of
new nursing homes and schools has
led to the creation of more than 400
new nursing homes and more than
4,200 new placements in schools
ranging from preschools to colleges.

As a long-term owner, property
manager and developer of public
properties, Hemso has a strong com-
mitment to sustainable social de-
velopment. The company therefore
participates in various partnerships
and research projects.

In collaboration with other prop-
erty companies and the Swedish
University of Agricultural Sciences
(SLU) in Alnarp, we are involved in
a project with Vinnova that focuses
on green outdoor environments and
their significance for the workplace
environment. The aim is to develop
a tool for assessing and developing
qualitative outdoor environments,
based on a model for rest and
recovery in the work environment.
The goal is to boost the well-being
and performance of students and
employers.

We are also exploring the
multi-purpose building concept,
where different activities are housed
under the same roof. Gathering

different types of activities creates
meeting places between generations
and groups, so the buildings can be
used for more hours of the day. Shar-
ing spaces, such as a common room,
meeting room and reception desk,
helps to create a sense of security
and improves resource efficiency.

Hemso participates in a range of
sustainability forums, including a
research project with scientists from
Malardalen University with the aim
of fostering collaboration between
tenants and property owners to
develop sustainable management.
Hemso is also involved in Future by
Lund (an innovation platform for
sustainable urban development)
and is a member of the Swedish
Green Building Council (SGBC). In
2018, Hemso also participated in the
SGBC’s Research and Quality Council.

Sponsorship

Hemso prioritises sponsorship

that can help vulnerable groups.
Donations are made to activities

and initiatives that create social
benefit, and match the company’s
values. Every year, the Hemso Gift
(Hemsogavan) is awarded to people
in Hemsd’s properties, with the aim
of facilitating and enriching their dai-
ly lives. In 2018, the gift was mainly
awarded for stimulating activities for
school students, with the purpose
of spreading positivity and inspiring
knowledge acquisition in various
ways.

Examples of the Hemso Gift in

2018 were a contribution towards

a visit to the Foteviken Museum in
Hollviken to experience a real Viking
setting; a contribution towards an
overnight stay in Mdlarhusen in
Osterlen for unaccompanied refugee
children living in a residential facility
in Rosengard, and a contribution
towards the conversion of the music
room at Ektorp school in Nacka from
a dull basement into an inspirational
learning environment. Hemso also
arranged an outing to a football
stadium in Gavle for the residents of
a nursing home, to watch a football
match and have a barbecue.
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Directors’ Report

The Board of Directors and Chief Executive Officer of Hemso Fastighets AB,
Corp. Reg. No. 556779-8169 hereby present the 2018 annual accounts for
the Group and the Parent Company.

About the operations

Hemso is Sweden'’s largest private
owner of public properties and owns,
manages and develops properties
for nursing homes, education, health
care and the justice system. The op-
erations are characterised by a long-
term and sustainable approach. Due
to its size and geographic presence,
Hemso is well-positioned to meet the
changing needs of its tenants over
time. Hemso has a credit rating of A-
from Standard & Poor’s.

On 31 December 2018, Hemso
owned 365 properties with a market
value of SEK 46.2 billion. The proper-
ties are located in Sweden, Germany
and Finland. Tenants are mostly
government, municipal and county
council operators. Hemso also has

a large proportion of tenants that
are private companies with taxpay-
er-funded operations. The Third
Swedish National Pension Fund is the
majority owner and holds, directly
and indirectly, 85 per cent of Hemsoé.

Hemso presents some performance
measures in the Annual Report that
are not IFRS-defined measures.
Calculations and definitions of these
alternative performance measures
(APMs) can be found on pages
136-138.

Net operating income, SEK million

Profit from property management

SEK million 2018 2017 A%
Property income 2,618 2,375
Property costs -668 -587
Net operating income 1,950 1,788 9.1%
Central administrative expenses -146 -130
Profit from associated companies 11 1
Operating profit 1,815 1,659 9.4%
Financial items -372 -345
Profit from property management 1,443 1,314 9.8%
NOI-margin 74.5 % 75.3%
Operating margin 69.3 % 69.9 %

Income

In 2018, rental income amounted to
SEK 2,618 million (2,375), up 10.2 per
cent. The increase was a result of im-
plemented acquisitions, completed de-
velopment projects and investments in
the existing portfolio. Rental income in
the comparable portfolio rose SEK 51
million (25), corresponding to 2.5 per
cent (1.4). At year-end, the economic
occupancy rate remained unchanged
at 98.3 per cent (98.3) and economic
vacancies amounted to SEK 49 million
(42). At period-end, contracted annual
rent amounted to SEK 2,750 million
(2,492). Hems0's lease agreements
typically include a Consumer Price In-
dex (CPI) clause, enabling inflation-re-
lated adjustments. The lease duration
increased to 9.7 years (9.2). The high

credit scores of tenants reduce the
risk of credit losses.

Costs

Hemsd’s property costs largely
comprise operating costs such as
maintenance, heating, electricity
and water, and the cost of ongoing
and planned maintenance. Property
costs amounted to SEK 668 million
(587), up SEK 81 million, correspond-
ing to 13.8 per cent. The increase
was mainly attributable to a larger
property portfolio and higher costs
for planned maintenance.

Costs in a comparable portfolio in-
creased SEK 66 million, representing
13.2 per cent, due to the increased
cost of planned maintenance.

Profit from property management, SEK million
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Net operating income

Net operating income rose SEK 162
million to SEK 1,950 million (1,788),
up 9.1 per cent. The increase was
mainly attributable to acquisitions and
completed development projects. The
NOI-margin was 74.5 per cent (75.3),
down 0.8 percentage points year-on-
year. The decline was mainly attribut-
able to higher maintenance costs.

In 2018, net operating income in the
comparable portfolio was SEK 1,518
million, down 1.1 per cent year-on-year.

Net financial items

Net financial items amounted to an
expense of SEK -372 million (-345).

The increase in net financial items

investment properties was SEK 2,060
million (1,682), of which unrealised
change in value accounted for SEK
2,088 million (1,761) and realised

for SEK -28 million (-79). The value
change was attributable to lower
yield requirements in Sweden,
Germany and Finland, but also to
completed development projects
and new leasings.

Tax

Recognised tax for the period
amounted to SEK -502 million (-540),
of which current tax comprised SEK
-36 million (-63) and deferred tax
SEK -466 million (-477). The Riksdag
introduced a change in tax legislation
and deferred tax has been recalcu-

Return on equity, %
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Return on profit from property

management, %
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15

was due to an increase of SEK 4,154 lated using the effective tax rate as 2014 2015 2016 2017 2018
million in interest-bearing debt, of 2021. The change in tax rate from
which totalled SEK 29,728 million 22.0t0 20.6 per cent generated a Total return, %
(25,575). The fixed-rate period in- positive impact of SEK 174 million on
creased to 5.9 (5.1), while the average earnings. 20
interest rate declined to 1.3 per cent 15
(1.5). Net financial items comprised Profit for the year
interest expenses of SEK -381 million Profit for the year before tax totalled 10
(-343), other financial expenses of SEK 3,594 million (3,131) and profit PR
SEK -41 million (-43), interest income for the year after tax was SEK 3,092
of SEK 2 million (2) and other finan- million (2,591), up 19.3 per cent year- 2014 2015 2016 2017 2018
cial income of SEK 48 million (39). on-year. The earnings improvement
was mainly attributable to increased
Profit from property profit from property management,
management higher positive value changes and
Profit from property management lower tax.
totalled SEK 1,443 million (1,314), up
0.8 per cent. The increase was attrib- Profitability
utable to a larger property portfolio. Return on equity was 25.8 per cent
(26.6). Return on profit from proper-
Change in value of properties ty management was 10.8 percentage
At the end of 2018, the market value points (12.1).
of investment properties was SEK
46,236 million (38,883) . During The total return was 9.7 per cent (9.8).
the period, the change in value of
Property portfolio development 2018 Calculation of property yield
SEK SEK
million No. million
Market value, opening balance 38,883 346 Net operating income according to income statement 1,950
Acquisitions 3,135 29 Adjusted for 12-month holding period 82
Investments in new construction, Adjusted for development properties -137
extension and refurbishment 2,660 Adjusted net operating income, 12-month holding 1,895
Divestments -867 -10 period excluding development properties
Disposals -44 Market value of properties according to balance sheet 46,236
Exchange-rate fluctuations 381 Adjusted for development properties -7,700
Unrealised value changes 2,088 Adjusted market value of properties 38,536
Market value, closing balance 46,236 365 Property yield 4.9%
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Investments

Investments refer to investments

in existing properties, new con-
struction and acquisitions. During
the year, Hemso invested SEK 5,795
million (4,858), of which SEK 3,135
million (2,668) pertained to acqui-
sitions and SEK 2,660 million (2,190)
to new construction, extension and
refurbishment. An amount of SEK
2,303 million (1,851) was invested

in new construction, and SEK 357
million (339) in extensions and refur-
bishment. For all ongoing develop-
ment projects with project volumes
of more than SEK 20 million, the
remaining investment volume is SEK
3,592 million (3,687).

Cash flow

Consolidated cash flow from operat-
ing activities amounted to SEK 1,430
million (1,341) and operating cash flow
amounted to SEK 1,383 million (1,272).
Investing activities had a negative im-
pact of SEK -5,010 million (-3,493) on
cash flow, while increased borrowings
had a positive impact of SEK 2,923
million (2,361) on cash flow from
financing activities. Overall, cash and
cash equivalents declined SEK -657
million (216) during the period.

Parent Company

Sales amounted to SEK 63 mil-

lion (56) and consisted of fees for
services performed on behalf of
subsidiaries. Administrative expenses
increased to SEK -158 million (-145).
Operating loss totalled SEK -95
million (-89) and profit after financial
items was SEK 227 million (-317). In
preceding years, unrealised changes
in value related to financial instru-
ments were only recognised in the
Group. Due to an accounting policy
change that came into effect at the

Hemso'’s property categories

beginning of the year, unrealised
changes in the value of financial
instruments must also be recognised
in the Parent Company. This policy
change resulted in a non-recurring
item of SEK -544 million that was
eliminated in the Group.

Employees

At period-end, Hemso6 had 102 (105)
employees, of whom 49 (53) were
women. Of all employees, 93 (98)
were employed in Sweden, 5 (4) in
Germany and 4 (3) in Finland.

Sustainability performance
In accordance with the Swedish
Annual Accounts Act, Chapter 6,
section 11, Hemso Fastighets AB has
elected to prepare the mandatory
Sustainability Report separately from
the Annual Report. The Sustainability
Report was submitted to the auditor
together with the Annual Report and
can be found on page 135 of this doc-
ument. Hemsd’s sustainability efforts
are governed by a Group-wide policy
and reported in accordance with

the Global Reporting Initiative’s GRI

Guidelines. Sustainability manage-

ment is focused on the following

areas:

e Safe and healthy environments
in our properties.

e Attractive employer for existing
and potential employees.

e Resource efficiency.

e Responsibility for any negative
impact on health and/or the
environment.

e Sustainability expertise through
training and communication.

e Long-term and sustainable
financial growth in line with
yield requirements.

e Local impacts on society and
community engagement.

Future trends

Investors are showing a strong inter-
est in public properties but invest-
ment objects in this segment are still
in short supply. Tenant demand for
premises in public properties is high
and the supply of new premises is
limited. The need for nursing homes
and school premises is greatest, due
to the demographic trend.

Statement by the Board of
Directors regarding the
proposed dividend

Due to the Board’s proposed div-
idend, the Board and CEO hereby
issue the following statement, based
on the Swedish Companies Act,
Chapter 18, Section 4.

The proposed dividend is based on
the annual accounts for 2018, which
were presented to the Annual Gen-
eral Meeting for approval on 29 April
2019, and with consideration for the
company’s investment and liquidity
requirements. After the dividend,
the equity/assets ratio would be
considered satisfactory in light of
the continued profitability of the
operations conducted by the Parent
Company and the Group. Access to
liquidity for both the Parent Com-
pany and the Group is expected to
remain favourable. The Board’s view
is that the proposed dividend will not
prevent the company, or any other
Group companies, from meeting
their short-term or long-term obli-
gations, or from completing any nec-
essary investments. The proposed
dividend can thereby be justified by
reference to the provisions of the
Swedish Companies Act, Chapter 17,
Paragraph 3, items 2-3 (the prudence
concept).

Nursing home Education Health care Justice system Total
No. 176 110 63 16 365
Leasable area, tsgm 760 555 273 144 1,732
Lease duration, years 9.5 12.0 7.0 6.9 9.7
Property value, SEK million 18,954 15,756 7,845 3,681 46,236
Rental income, SEK million 1,080 849 440 238 2,607
Net operating income, SEK million 824 626 310 190 1,950
Economic occupancy rate, % 99.6 98.6 95.1 97.4 98.3
Property yield, % 4.8 4.8 5.5 5.5 4.9
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Proposed appropriation of profits Development of equity, SEK million

Unappropriated earnings available for distribution 18.000
by the Annual General Meeting, SEK: @
) ) 15.000
Retained earnings 87,192,986
Share premium reserve 2,500,000,000 12.000
Profit for the year 484,989,405 /
Carrying amount at period-end 3,072,182,391 9.000
/
6.000
The Board proposes that the profits
be appropriated as follows, SEK: 3.000
To shareholders 721,500,000 0
To be carried forward 2,350,682,391 2014 2015 2016 2017 5018
Total 3,072,182,391
B Equity Shareholder loans = et asset value
Dividend policy
Hemsd’s dividend policy is that dividends should amount to
half of the total profit from property management. When
determining the dividend proposal, the Board accounts for
such factors as the company’s investment plans, consolida-
tion needs and financial position in general.
Balance sheet
SEK million 2018 2017 2016 2015 2014
Properties 46,236 38,883 33,629 26,502 24,668
Other assets 720 660 392 443 209
Cash 450 1,134 932 157 107
Assets 47,406 40,677 34,953 27,102 24,984
Equity 13,199 10,795 8,673 6,764 2,682
Shareholder loans 0 0 0 0 3,000
Interest-bearing liabilities 29,728 25,575 22,442 17,433 16,507
Derivatives 281 544 724 679 826
Deferred tax 3,067 2,591 2,104 1,518 1,289
Other liabilities 1,131 1,172 1,010 708 680
Equity and liabilities 47,406 40,677 34,953 27,102 24,984
Payment to shareholders
Dividends paid 657 555 585 265 124
Interest paid on shareholder loans 0 0 0 53 210
Total 657 555 585 318 334
Financial resilience
Equity and shareholder loans 13,199 10,795 8,673 6,764 5,682
Equity/assets ratio, % 27.8 26.5 24.8 25.0 22.7
Net asset value 16,547 13,930 11,501 8,961 7,797
Adjusted equity/assets ratio, % 34.9 34.2 32.9 331 31.2
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Financing

Hemsd's financing aims to maintain a stable capital structure and low
financing costs. In 2018, Hemso continued to diversify its borrowings and
worked actively to extend the company’s loan maturity and fixed-rate
period.

Debt management Historically low ties of SEK 3,067 million (2,591) and
Hemsd’s Treasury Department is interest rates other liabilities of SEK 1,131 million
responsible for ensuring the com- In recent years, the fixed-income (1,716).

pany’s long-term financing and for market has been characterised by

minimising costs based on identified historically low interest rates and The interest-bearing liabilities of
constraints. To achieve this goal, generally low credit margins due to SEK 29,728 million (25,575) consisted
Hemsd works actively to broaden the continued central bank stimulus. of unsecured bonds of SEK 23,679
company’s financing to reduce the million (20,317), commercial papers
need for single creditors and mar- Capital structure of SEK 4,449 million (4,038) and
kets. Because Hemso owns proper- At year-end, assets amounted to unsecured bank loans of SEK 1,600
ties in Sweden, Germany and Finland, SEK 47,406 million (40,677). Hemso million (0). At year-end, Hemsd’s
the company requires financing in financed its operations with equity loan-to-value ratio was 63.3 per
both EUR and SEK. of SEK 13,199 million (10,795), inter- cent (62.9).

est-bearing liabilities of SEK 29,728
million (25,575), deferred tax liabili-

Loan-to-value ratio, % Interest-coverage ratio
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Sources of funding

Total debt
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S&P Global
Ratings

Secure borrower with a
credit rating of A- from
Standard & Poor’s
Standard and Poor’s began
issuing a credit rating for Hemso
in 2015. Hemsd's rating has
remained unchanged at A-. The
rating means that more investors
can buy the company’s bonds
and has attracted many new
international investors.

Share of secured debt, %
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Diversified funding sources
Hemso is an established issuer in

the Swedish and European bond
markets. At year-end, Hemso had
outstanding bonds of SEK 12,604
million (11,660) in the Swedish capital
market, making the company one of
the largest issuers in Sweden. Hemso
has been issuing bonds in the Euro-
pean market since September 2016
and at year-end, the total issuance of
outstanding EUR-denominated
bonds corresponded to SEK 11,075
million (8,657), making Hemsd an
established name among European
investors. During the year, Hemso
further diversified its investor base
by raising loans with the European
Investment Bank (EIB) and Nordic
Investment Bank (NIB).

Focus on stable cash flows
Hemso works actively to secure
stable and predictable cash flows for
the company.

Through access to the European
capital market and a calculated
borrowing strategy, the company
extended its loan maturity to 7.9
years (5.0) and the fixed-rate period
to 5.9 years (5.1) during the year.
Despite a longer loan maturity and
fixed-rate period, Hemso's average
interest rate declined to 1.3 per cent
(1.5) in 2018.

Reduction of

secured loans

Hemsd's strategy to focus on unse-
cured capital market financing will
continue. Hemso repaid its remain-
ing secured debts during the year,
which amounted to 0 per cent (3)
at year-end. Reducing secured debt
will reduce the risk associated with
Hemso'’s bonds and

commercial papers.
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Interest-bearing liabilities
At year-end, Hemso had inter-
est-bearing liabilities of SEK 29,728
million (25,575), representing a loan-
to-value ratio of 63.3 per cent (62.9).

Of Hemsd's interest-bearing
liabilities, SEK 9,810 million (12,181)
carries variable interest rates, and
SEK 19,918 million (13,394) million
fixed rates. The company uses
interest-rate derivatives to adjust in-
terest-rate risk. Taking this into con-
sideration, 67 per cent of Hemsd’s
debt had a fixed-rate period of more
than one year.

Bonds

Hemso has an EMTN programme
with a ceiling of EUR 3,000 million,
and an MTN programme with a
ceiling of SEK 12,000 million.

In 2018, Hemso issued bonds
totalling SEK 6,769 million. At 31

Capital structure

December 2018, the volume of
bonds therefore amounted to SEK
23,679 million (20,317), of which one
sustainability bond accounted for
SEK 1,000 million (1,000). The
MTN bonds are traded on Nasdaq
Stockholm, and the EMTN bonds
on the Irish stock exchange. The
sustainability bond is included on
Nasdaq Stockholm’s Sustainable
Bond List.

Commercial papers

Hemso has a commercial paper
programme with a ceiling of SEK
8,000 million. At 31 December 2018,
the value of Hemso's outstanding
commercial papers was

SEK 4,449 million (4,038).

Committed credit

facilities and liquidity
Hemso has committed credit facili-
ties to reduce the company’s liquid-
ity and refinancing risk. Committed

credit facilities can be drawn to
refinance bonds, commercial papers
or other debts due. They can also be
used to finance the operations. At 31
December 2018, Hemsd’s committed
credit facilities totalled SEK 12,700
million (10,700), committed credit
facilities of SEK 6,500 million from
banks, comprising an underwriting
commitment of SEK 4,000 million
from the Third Swedish National Pen-
sion Fund and the undrawn portion
of a credit line from EIB totalling

SEK 2,200 million. At year-end, SEK
12,700 million of Hemsd’s total com-
mitted credit facilities was undrawn.
At year-end, cash and cash equiva-
lents amounted to SEK 450 million
(1134), bringing available liquidity to
SEK 13,150 million (11,854).

Sources of funding

SEK million 2018 2017 SEK million 2018 2017
Interest-bearing liabilities 29,728 25,575 Bonds, SEK 12,604 11,660
Cash and cash equivalents 450 1,134 Bonds, EUR 11,075 8,657
Net debt 29,278 24,441 Total bonds 23,679 20,317
Market value of investment Of which sustainability bonds 1,000 1,000
properties 46,236 38,883 Commercial papers 4,449 4,038
Loan-to-value ratio, % 63.3 62.9 European Investment Bank 800 0
Share of secured debt, % 0.0 3.1 Nordic Investment Bank 200 0

Secured loans 0 1,220

Interest-bearing liabilities 29,728 25,575

Of which sustainable financing 2,600 1,000
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Interest-rate and foreign
exchange derivatives

Hemso uses currency and inter-
est-rate derivatives to manage inter-
est and currency risk. Interest-rate
derivatives are used to manage the
length of the fixed-rate period and
thereby adjust the interest-rate

risk to the desired level. Foreign
exchange derivatives are used to
manage and adjust the currency risk.
At year-end, the negative value of
Hemsd’s derivatives portfolio was
SEK 281 million (544). The notional
amount of outstanding interest-rate
derivatives was SEK 6,350 million
(8,250).

Committed credit facilities

Changes in value

Changes in the value of financial
instruments had a positive impact of
SEK 91 million (135) on profit. Chang-
es in the value of interest-rate deriv-
atives had a positive impact of SEK
81 million (144) on profit. The change
in value was largely due to shorter
maturities in the interest-rate deriv-
atives portfolio. Foreign exchange
derivatives had a positive impact of
SEK 10 million (-9) on profit. During
the period, a previously recognised
loss of SEK -175 million was realised
in connection with Hemsd’s early ter-
mination of interest-rate derivatives.

Currency exposure

Currency exposure

At 31 December 2018, Hemso had
investment properties in Germany
and Finland with a market value of
EUR 1,226 million, corresponding

to SEK 12,592 million. The Group’s
interest-bearing liabilities in EUR
amounted to EUR 1,078 million (879),
corresponding to SEK 11,075 million
(8,657) and cash and cash equiv-
alents in EUR amounted to EUR O
million (52), corresponding to SEK o
million (515). Net exposure defined as
property assets and cash, including
currency hedging less interest-bear-
ing liabilities, amounted to EUR 148

SEK million 2018 2017 SEK million 2018 2017
Banks 6,500 6,000 Properties EUR 12,592 8,663
Third Swedish National Cash EUR 0 515
Pension Fund 4,000 4,000 Assets EUR 12,592 9,178
EB gt 0 Debt EUR 11,075 8,657
Construction credit 0 1,940 Exposure EUR 1,517 521
Total committed credit facilities 12,700 11,940 Currency hedging 0 645
Of which undrawn 12,700 10,720 Currency exposure 1,517 1,166
Cash and cash equivalents 450 1,134 Equity 13,199 10,795
Available liquidity 13,150 11,854 Currency exposure, % 11.5 10.8
Short-term loans 7,994 6,691

Debt-coverage ratio, % 165 166*

* Excluding undrawn construction credit of SEK 720 million.
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million, corresponding to SEK 1,517 Summary of financial policy
million. The amount represents 11.5

per cent of equity. Financing risk Policy Outcome
Loan-to-value ratio Max. 70 % 63.3%
Financial policy Loan maturity At least 2 years 7.9 years
Hemsd’s financial policy is decided Debt-coverage ratio At least 110% 165%
annually by the Board and provides Share of secured debt Max. 20% 0%

frameworks for financing activities.

Int t-rate risk
The policy describes the company’s nterest-rate rts

approach to financial risk manage- Interest-coverage ratio At least 2.0 4.9
ment by regulating the distribution of Fixed-rate period 3-8 years 5.9 years
responsibilities and risk management Fixed-rate maturity Max. 40 % <1 year 33%

mandates, and establishing reporting,
monitoring and control principles.
The overall objective is to secure a
long-term stable capital structure
and an optimal net financial position,
within the defined constraints.

Counterparty risk

Financial instruments A- (S&P) Fulfilled

Currency risk

Currency exposure Max. 20 % 11.5%

Fixed-rate period

5.9 years

Loan maturity and fixed-rate period

Loan maturity Fixed-rate period

Maturity Credit agreements, Drawn,

year SEK million SEK million Share, % SEK million Share, %
2019 3,545 3,545 14.0 9,744 32.8
2020 11,300 3,300 13.1 1,349 4.5
2021 4,804 2,604 10.3 2,250 76
2022 945 945 3.7 200 0.7
2023 3,300 800 3.2 1,500 5.0
2024 500 500 2.0 2,000 6.7
2025 0 0 0.0 0 0.0
2026 5,914 5,914 23.4 5,114 17.2
2027 0 0 0.0 0 0.0
2028 100 100 0.4 0 0.0
2029 3,279 3,279 13.0 3,279 11.0
2030 482 482 1.9 482 1.6
2031 0 0 0.0 0 0.0
2032 860 860 3.4 860 2.9
2033 1,370 1,370 5.4 1,370 4.6
2034- 1,580 1,580 6.3 1,580 5.3
Total 37,979 25,279 100.0 29,728 100.0
Commercial papers 4,449

Total 29,728
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Risk management

Hemso is exposed to various risks that may affect the company’s future op-
erations, costs and results. Risks and opportunities are continuously identi-
fied and managed within the operations. The Board is ultimately responsi-

ble for the company’s risk management.

Hemso defines risk as a conceivable future event that could affect the com-
pany’s achievement of its targets. Risks and uncertainties do not necessar-
ily have a negative impact. They may also have the potential to become a
business opportunity for Hemso.

Strategic risks

Changes in value
of properties

Income and
vacancy risk
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Risk

Hemso recognises properties at fair
value, which is equal to their market
value. Changes in value impact
Hemso6’s income statement,
financial position and loan-to-value
ratio. Changes in value may arise due
to macroeconomic changes, but also
for market or property-specific rea-
sons. The value of properties is also
affected by Hemsd’s contract and
tenant structure, and by Hemsd’s
ability to optimise and develop the
properties. There is also a risk that
individual properties are incorrectly
valued.

Management

Hemso's portfolio of public properties
with stable cash flows are mainly con-
centrated to geographic markets with
population growth, economic growth
and a highly liquid market for transac-
tion settlements. The property port-
folio has a wide geographical spread
in three markets, which balances the
risk profile. Hemso performs contin-
uous market analyses and reviews of
the property portfolio’s value. The
Swedish properties are valued inter-
nally, four times per year. The internal
valuation is quality-assured every year
by an external independent valuer. The
properties in Germany and Finland
are valued externally, at least once per
year. In 2018, 95 per cent of Hemsd’s
portfolio was valued externally.

Risk

Risk factors for Hemso’s rental
income and vacancy rate include
cyclical fluctuations and the market’s
need for public properties (which, in
turn, depends on the demographic
trend).

Management

Most of Hemsd’s tenants have high
creditworthiness, long-term lease
agreements and conduct operations
that are directly or indirectly publicly
funded. The income loss risk and va-

cancy risk are therefore considered
generally low. The risk of bad debt
loss is limited because Hemso always
performs credit assessments before
signing new lease agreements, and
continuously monitors the creditwor-
thiness of its tenants.The vacancy
rate is stable. In 2018, the occupancy
rate was more than 98 per cent.
Hems0’s objective is that the average
remaining lease term is at least five
years. In 2018, it was more than nine
years.



Political and
macroeco-
nomic risk

Property
portfolio
composition

Operational risks

4

Property
costs

Liability risk

Risk

Macroeconomic risks are risks
related to overall economic demand,
inflation and a general lack of access
to financing. Political risk is risk associ-
ated with changed conditions due to
policy decisions that affect Hemso.

Management
Hemso performs ongoing business

intelligence and analysis to update
the risk register. Hemso also main-
tains ongoing dialogue with share-
holders and other stakeholders. The
monitoring of external factors, credit
markets and Hemso’s other markets,
as well as transactions, is performed
through Hemsd’s business council,
and on a regular basis.

Risk

When acquiring existing properties
or land on which Hemsd intends to
construct new buildings (through
development), there is a risk that the
property is situated in a sub-market,
city or location that may be unfavour-
able in relation to future growth and
the need for premises. There is also a
risk that Hemso holds obsolete prop-
erties, meaning properties that do not
meet technical standards, or customer
requirements and expectations.

Management
As one of Sweden’s largest public
property owners, Hemso develops

economies of scale and expertise in
order to provide appropriate
premises for its tenants.Hemso work
continuously with macroanalyses
and analyses of its sub-markets’
conditions, including demographic
trends, the rental market and so
forth. Hemso regularly reviews the
portfolio and its exposure in various
sub-markets and segments. Hemso
also maintains regular contact and
dialogue with stakeholders, including
municipalities, and ongoing dialogue
with customers to achieve a better
understanding of their current and
future needs.

Risk

Hemsd’s property costs are mainly
derived from operating costs related
to heating, electricity, maintenance,
property tax and leasehold fees. If
they cannot be offset by higher rent-
al income, increased or unexpected
costs could have a negative impact
on Hemso's earnings.

Management

Hemso works purposefully to reduce
property costs by maintaining an ef-
ficient organisation with specialised
expertise, a structured purchasing

process and procurements in order
to limit costs and seek economies

of scale wherever possible. Hemso
works continuously to reduce its
energy consumption by conducting
energy projects and operational
optimisation. Hemso hedges most

of the electricity consumed. In most
cases, tenants are charged for costs
related to electricity and heating.
Unforeseen damage and repairs could
have a negative impact on earnings
and are prevented through proactive
and long-term maintenance.

Risk

Liability risk is primarily risk related
to damages on Hemsd’s properties,
and accidents or incidents that cause
personal injury or damage to proper-
ty for which Hemso is found liable.

Management

The risks are limited through
Hemso’s full value insurance for all
properties. Hemso is also covered by
property damage liability insurance.

Risk is also reduced by including
Hemsd’s supplier requirements in
all supplier contracts, performing
supplier inspections and work-

ing preventively to avoid injuries.
Prior to acquisitions, and within the
framework for due diligence, an en-
vironmental inventory is carried out
to identify any interior or exterior
environmental liability and, if neces-
sary, to rectify environmental risks.
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Operational risks, cont.

& Property
acquisitions
§ Tax

E Project risk

&

Crises
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Risk

Risks associated with acquisitions
mainly comprise misjudgements of
market yield requirements, rental
rates, vacancies, the ability of tenants
to pay, the acquired company’s obli-
gations, environmental conditions and
technical liability.

Management
Acquisition risk is reduced by quality-
assured and standardised internal pro-

cesses and tools. Hemso always per-
forms a prior due diligence and analysis
of the micro-market (geographical
location), economics, agreements and
the property’s technical conditions and
appropriateness with the assistance

of internal and external specialists. All
acquisitions are carried out with the
intention of long-term ownership and
management. Completed acquisitions
are always followed up after a period of
one and three years.

Risk

Changes in the rules for corporate tax,
property tax and VAT could have either
a positive or negative effect on Hemsd's
earnings. One risk is that Hemso does not
comply with current tax legislation.

Management

To ensure that Hems® manages tax in
accordance with the applicable laws and
regulations, Hemso has procedures for
effective internal control. Correct man-
agement is secured through internal
quality assurance, external audits and
regular training for employees.

Hemsd maintains a commercial ap-
proach to tax expense, but also applies
the prudence concept in line with
Hemsd’s core values of acting sustain-
ably and reliably. In the 2016 financial
year, the Board adopted a tax policy
that governs Hemso’s management of
taxation. Hemso continually monitors
proposed legal and regulatory changes
in order to respond early and adapt
the operations. Hemso is not currently
subject to any material tax litigation.

Risk

New construction, extension and
refurbishment entails a risk that cus-
tomer needs and expectations are not
met, that regulatory permits are not
obtained, or that the cost of a project in-
creases due to delays or project failure.

Management

The risks are limited by only invest-
ing in projects in markets where
Hemso has good market knowledge,
and where demand is favourable for
Hemsd’s premises. Hemso focuses on
growth areas in all countries.

The risk is also limited by using turn-
key contracts for most development
projects, and by not starting construc-
tion until the property is fully leased.
Hemso quality-assures its develop-
ment projects with standardised inter-
nal processes, a high level of internal
project competence and creditworthy
contractors and partners. Hemso
works according to a project process
and monitors development projects
on an ongoing basis in all phases. The
process is reviewed annually.

Risk

Crises are caused by external events
including terrorist and cyber attacks,
extreme weather events, environmen-
tal disasters, negative media, serious
accidents and information leaks.
Outages or errors in critical systems
can have a negative impact on Hemso,
primarily in relation to business conti-
nuity and financial reporting.

Management

Hemso works actively with crisis
prevention. Hemso has an established
organisation and guidelines for crisis
management, and a continuity plan
for IT. Hemso also works continuously
to improve internal processes and pro-
cedures to prevent crises from arising.
The risk is currently assessed as low.



Operational risks, cont.

Environment
and climate

oje
' Employees

Risk

Environmental and climate-change risk
is the risk of Hemsd’s impact on the
environment and the surrounding com-
munity. Hemsd’s activities impact the
environment when properties are being
built, the ongoing operations of the
properties and the activities conducted
in them. Changed legislation or regula-
tory requirements for the environment
and energy consumption, as well as
growing customer demands on environ-
mental management and environmen-
tal certifications, may entail a risk of
higher costs and financial losses. There
is a risk that climate change can impact
Hemsd'’s operations due to higher costs
for handling extreme weather events
such as heavy rain and flooding.

Management

Hemso works systematically with
preventive measures to achieve good
indoor environment quality, energy
efficiency, sustainable material choices
and the safe handling of chemicals and
waste in the company’s properties.
Environmental and climate-change

due diligence is carried out prior to
acquisitions.

Hemso has clear procedures for follow-
ing the applicable regulations regard-
ing property owner responsibility for
environmental impact from operations
and maintenance. All new construction
holds at least Silver certification under
the SGBC system, or an equivalent
level under a similar system. For new
construction, Hemso chooses materials
based on SundaHus Material Data
assessments to protect human health
and the environment.

Hemso conducts systematic sustain-
ability management, with a focus de-
termined in agreement with stakehold-
ers, and that undergoes annual revision
to account for any changes in require-
ments or needs. Governance is based
on a sustainability policy and guidelines
that are revised annually, and by ad-
dressing strategic sustainability issues
in Hemso’s Sustainability Council. In
2018, no incidents were recorded that
led to fines or other sanctions under
environmental legislation.

Risk

Employee risk mainly relates to Hemso’s
inability to meet its own needs for
competence, and the risks associated
with employee health. If Hemso is un-
able to attract competent and qualified
staff, or if key employees leave Hemso,
this could have a negative impact on
the operations. Risks related to em-
ployee health are problems associated
with sick leave and health which, in
addition to the problems these cause
for individuals, may also cause problems
with productivity and continuity.

Management

Hemsd has a structured method for
working preventively with competence
development and health. Hemso works
actively to be a reliable employer

and strives for an open and transpar-
ent working environment based on
Hemsd's values. Hemso has an HR
policy and a Workplace Handbook

that govern how Hemso works. The
Net Promoter Score is a tool used for
monitoring, which is performed annu-

ally. The score increased dramatically
in 2018, from 31 to 48, which was
considerably higher than the bench-
mark (9).Hemso works continuously
to maintain a pipeline of talented
employees through internal train-

ing programmes via Hemso’s Social
School, and through trainee and work
placement programmes. All manag-
ers at Hemso undergo a leadership
development programme. Succession
planning is in place for key people and
senior positions.

Hemso work systematically with
health and safety by setting targets
that are monitored annually. Hemso
works preventively with employee
wellness, which includes regular
health checks and wellness activities
for all employees. In 2018, employee
attendance was 98.9 per cent. In 2018,
no workplace accidents were recorded
for Hemso's employees, and two cases
for Hemso's sub-contractors. Any inci-
dents are followed up and analysed.
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Risk

Changes in laws, rules and regulations
can impact Hemso in the form of
increased costs and the impairment
of Hemsd's reputation and brand.
Most of Hemsd’s tenants conduct
taxpayer-funded operations on behalf
of the state, a municipality or a county
council. These activities are largely
dependent on government policy and
regulatory requirements on property
ownership, leasing, rent levels and
premise requirements. New or amend-

ed laws and regulations could have an
adverse effect on Hemsd’s operations
and financial results.

Management

Hemsod continually monitors proposed
legal and regulatory changes in order
to respond early and adapt the oper-
ations. Hemso participates actively in
matters of public debate that affect
Hemso6 and in such cases, submits
responses to proposed legislative
changes.

Risk

Failure to comply with regulations, as
well as fraud and corruption, could
lead to economic loss and sanctions,
as well as impairment of Hemsd’s
reputation and brand.

Management

Hemso has effective, continuous
internal control and quality assurance
at several levels, and well-document-

ed processes. Third-party auditors
perform annual audits. To reduce
corruption risk, Hemso has guidelines
and procedures for purchasing and
authorisation.

Hemso has one internal Code of Con-
duct, and one for suppliers. Hemso
also has one whistleblower system for
internal use, and one for suppliers.

Risk

Financing risk is the risk of not being
able to access the capital required by
Hemsd’s operations, or that financing
can only be obtained at a significantly
higher cost. A large proportion of
Hemsd’s capital is raised on capital
markets, mainly supplied by bonds
and commercial papers. As these
loans mature, they must be repaid or
refinanced.

Management

Hemso has diversified sources of
funding, a well-balanced maturity
spread and a long-term loan maturity.
At year-end, the loan maturity was

7.9 years. The short-term financing

is mainly supplied by commercial
papers, but also by overdue bonds.
To further reduce financing risk and
manage its short-term debt, Hemso
has undrawn credit commitments.

At 31 December 2018, these amount-
ed to SEK 12,700 million and were
provided by several Nordic banks, the
European Investment Bank and the
Third Swedish National Pension Fund
(Hemso’s owner). Hemsd's financial
policy regulates the distribution of
responsibilities and risk mandates, and
establishes principles for reporting,
monitoring and internal control.

Risk

Interest-rate risk is the risk that
market-rate fluctuations and credit
margins will have a negative impact
on Hemsd'’s cash flow, or on the fair
value of financial assets and liabilities.
Interest expense is Hemsd's single
largest cost item.

Management
To manage its interest-rate risk,
Hemso issues fixed-rate bonds or

extends variable-rate loans using
interest-rate derivatives with different
maturities. Hemsd’s average fixed-
rate period should range from three
to eight years and no more than 40
per cent of the interest should be due
within 12 months. At 31 December
2018, Hems0's average fixed-rate
period was 5.9 years and 33 per cent
was due within 12 months.



Financial risks, cont.
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’1 Counterparty

€ Currency

Liquidity

Sensitivity analysis

Sensitivity analysis

Risk

Derivatives, long and short-term
credit agreements and investments
of temporary surplus liquidity entail
the risk that a financial counterparty
is unable to fulfil all or some of their
obligations.

Management

Hemso only enters into financial
transactions with counterparties
with high credit ratings. Derivatives
are only contracted with banks

with a minimum credit rating of A-/
A3 (S&P/Moody’s). Excess liquidity
may only be invested in instruments
considered investment grade, or a
similar minimum rating.

Risk

In addition to Hemsd’s property
portfolio in Sweden, Hemso owns
properties in Germany and Finland.
Hemso therefore has income, ex-
penses, assets and liabilities in EUR.
Hemso is therefore exposed to the
risk of exchange-rate fluctuations
affecting Hemsd’s income statement
and balance sheet.

Management

Hemsd’s currency risk is limited to
EUR. The foreign properties are
financed with external financing in
EUR, which minimises risk. Currency
exposures must not exceed 20 per
cent of the Group’s equity without
currency hedging. At 31 December
2018, Hemsd's currency exposure
was SEK 1,517 million, or 11,5 per cent
of consolidated equity.

Risk

Liquidity risk is the risk of not having
access to cash and cash equivalents.
Hemso’s payment commitments
mainly comprise the ongoing costs of
operation and maintenance, invest-
ments and interest expense. Loan
maturities account for the largest
payment obligations.

Management

Hemsd’s business model is based on
a stable and predictable cash flow.
Hemso also engages in regular liquid-
ity forecasting to increase predict-
ability and ensure sufficient funds

to meet loan maturities and other
major payment obligations. Hemso
should also maintain an adequate
liquidity buffer. The debt/equity ratio
— available liquidity in relation to
short-term debt — should be at least
110 per cent. At year-end, the ratio
was 165 per cent.

Earnings effect
before tax,

Change SEK million
Rental income +/- 1% +/-26
Economic occupancy rate +/- 1 percentage point +/—28
Property costs +/-1% —/+7
Interest rates, market +/- 1 percentage point -84/+69
Valuation yield, change in value of properties +/- 0.1 percentage point -1,027 / +1,075
EUR/SEK (effect on profit from property management) +/-10% +/—33
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Chairman’s comments

Strong sustainability track record

Hemso continues to strengthen its
position as the leading player in so-
cial infrastructure. Sweden remains
Hemsd’s most important market and
the need for new, modern and sus-
tainable public properties is substan-
tial. Municipalities will face major
challenges when the construction of
new schools and nursing homes is
required. Hemso will then be able to
contribute knowledge, expertise and
capital.

To take advantage of the business
opportunities that arise, it is only
natural that Hemso’s owners add
new equity while securing the com-
pany’s financial stability. Over time,
Hemso has demonstrated its ability
to manage the Third Swedish Nation-
al Pension Fund’s capital efficiently
and responsibly. The expectation is
therefore that the company will con-
tinue to develop and provide high
future returns for Sweden’s national
pension system.

82 @ Chairman’s comments

The strategic establishment of
Hemso in Finland and Germany

has also proved right, and the
company is now a major owner of
public properties in these markets.

| am very proud that Hemsé could
add the University of the Arts and
District Court of Helsinki to its list of
new customers in Finland in 2018. In
Germany, the largest state of North
Rhine-Westphalia also become our
tenant when the new research prop-
erty in Duisburg was transferred.
This confirms Hemsd’s position as

a long-term and major investor in
these countries.

A deepened partnership with the
public sector outside of Sweden has
shown how the operations can be
broadened without compromising
Hemsd’s low-risk business model.

I would also like to highlight the year’s
investments in energy efficiencies
and the initiative to upgrade Swe-
den’s school playgrounds (the “Skol-

P&r Nuder, Chairman of the Board

gardslyftet” project). These efforts
have increased Hemsd'’s focus on the
green transition, while continuing to
improve the outdoor environment for
Sweden’s children and students.

A strong sustainability track record is
now a condition for securing access
to finance. It is therefore gratifying
that Hemso established partnerships
with the Nordic Investment Bank and
European Investment Bank during the
year, two financial institutions with

a strong focus on the environmental
commitment of companies. These
banks have issued financing of SEK
3.8 billion, a testament to Hemso’s
dedication to reducing the compa-
ny’s emissions. As Hemsd’s principal
owner, the Third Swedish National
Pension Fund will continue to drive
Hemso's sustainability performance.

Strong owners, a strong brand and
a long-term approach will ensure
the company’s continued positive
development.



Corporate governance

Corporate governance refers to the rules and structure established to efficiently
and systematically control and direct the operations of a limited company. Corpo-
rate governance in Hemso is based on the Swedish Companies Act, the Articles
of Association, the rule book for issuers of interest-bearing instruments in the
marketplaces where Hemsa is listed, policies, internal regulations and guidelines.

The Swedish Corporate Gover-
nance Code (“the Code”) is applied
by all companies whose shares or
depositary receipts are traded on a
regulated market. With only bonds
listed on Nasdag Stockholm, Hemso
is not required to apply the Code.

Shares and ownership

At year-end, Hemsd'’s share capital
was SEK 1,000,010, divided between
a total of 100,001,000 shares. The
company’s shares carry one vote

per share and entitle the holder to

a corresponding proportion of the
company’s assets and dividends. The
Annual General Meeting resolves on
dividends.

Hemsd’s owners are the Third
Swedish National Pension Fund

(70 per cent of the share capital and
votes) and Hemso Intressenter AB
(30 per cent of the share capital and
votes). Hemso Intressenter AB is
50-per cent owned by both the Third
Swedish National Pension Fund and
AB Sagax.

Annual General Meeting
The Annual General Meeting (AGM)
is the company’s highest deci-
sion-making body. All shareholders
registered in the share register

by the record date and who have
notified their participation in time
are entitled to participate in the

Shareholders

Board of Directors

General Meeting

Remuneration
Committee

CEO and Group
Management

Meeting. Decisions at the AGM are
normally made by simple majority.
Under the Swedish Companies Act,
some decisions, such as changes to
the Articles of Association, require a
qualified majority.

The AGM is to be held within six
months of the end of the financial
year. Issues addressed at the AGM
include dividends, adoption of the in-
come statement and balance sheet,
discharge from liability for Board
members and the CEO, the election
of Board members, Board Chairman
and auditors, and fees to Board
members and auditors.

The Articles of Association contain
no restrictions on the number of
votes any one shareholder may cast
at the AGM.

2018 Annual General
Meeting

The 2018 AGM was held on 26 April
2018 in Stockholm. All shares were
represented. The 2017 financial
statements were adopted and the
Board members and CEO were grant-
ed discharge from liability. Decisions
were also made regarding the elec-
tion of Board members, Chairman of
the Board and auditors, the fees paid
to Board and Committee members
and auditors.

The AGM did not grant the Board
authorisation to issue new shares or
repurchase own shares.

Extraordinary General
Meetings

No Extraordinary General Meetings
(EGM) were held in 2018.

Board of Directors
The duties of the Board of Directors
include determination of the compa-
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ny’s overall objective and strategies,
business plan and budget, to submit
interim reports and financial state-
ments and to adopt policies. The
Board is also to monitor the financial
performance, assure the quality of
the financial reporting and internal
control and evaluate the company’s
operations based on the objec-
tives and policies adopted by the
Board. Finally, the Board also makes
decisions on major investments, and
on organisational and operational
changes in the company.

The Board’s work is regulated by the
Swedish Companies Act, the Articles
of Association and the Board’s rules
of procedure. The Board’s overall
responsibilities cannot be delegat-
ed, but the Board may appoint a
committee to prepare and evaluate
matters for decision by the Board.

Every year, the Board adopts rules
of procedure for its work to ensure
that the company’s operational pro-
cesses and the company’s financial
circumstances are controlled in a
satisfactory manner. The Board’s
rules of procedure and instructions
for the division of duties between

¢ Budget and business plan

¢ Evaluations of internal control, the Board's

the Board and the CEO are reviewed
and adopted at least once per year.

Board work

Board work mainly follows an annual
cycle of regular meetings on specific
dates, adapted to the Board’s assign-
ment of assuring the financial reporting.

At regular meetings, the CEO also
provides general information about
the business operations, such as
important events in the opera-
tions, business plan follow-ups, the
Group’s economic and financial
position, major ongoing projects and
transactions and, if necessary, the
Group’s financing. In addition to reg-
ular Board meetings, extra meetings
are also held when needed, such as
when a business decision requires
the Board’s approval. In 2018, seven
regular Board meetings were held,
including the statutory Board meet-
ings and two extra Board meetings.

Chairman of the Board

The Chairman of the Board is to work
closely with the CEO to monitor the
company’s earnings, and to chair
Board meetings. The Chairman is
responsible for ensuring that other

members receive sufficient infor-
mation to carry out their duties effi-
ciently. The Chairman is also respon-
sible for evaluating the performance
of both the Board and the CEO.

The Board’s evaluation

The performance of the Board and
the CEO is evaluated annually in a
systematic and structured process.
This is conducted with the assistance
of an external consultant and the
results are presented to the Board.

Committees

The Board has established two pre-
paratory committees from within its
own ranks, the Remuneration Com-
mittee and the Audit Committee. The
committees have no independent
decision-making authority.

Audit Committee

The Audit Committee has been as-
signed by the Board to continuously
monitor and evaluate the auditors’
work. The Audit Committee is also to
make recommendations to the Board
on the election of auditors and fees,
the company’s accounts and internal
control, risk management, external
audit and financial information.

\ « Year-end Report
* Annual Report
¢ Dividend proposal
/ * AGM preparations
* Governing documents

—_ * Q1 Report
¢ Statutory Board Meeting
¢ Rules of procedure for the Board and

work, CEO and Group Management

¢ Q3 Report
* Organisation discussion —

Board
work

o Strategy discussion  —

¢ Market and business

environment discussion Committees, CEO instructions, policies

* Members of Audit and
Remuneration Committees

/

¢ Q2 Report
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Composition of the Board

Meeting attendance in 2018

Year of Independent of Independent of Board of Audit Remuneration
Name election the company major shareholders Directors Committee Committee
Par Nuder 2013 Yes No 9/9 - 2/2
Johan Thorell 2013 Yes Yes 9/9 3/3 -
David Mindus 2009 Yes No 8/9 3/3 2/2
Bengt Hellstrém 2009 Yes No 9/9 3/3 -
Kerstin Hessius 2009 Yes No 9/9 - 2/2
Asa Bergstrom 2017 Yes Yes 9/9 3/3 —

The Audit Committee held three
meetings during the year. The Com-
mittee members are David Mindus
(Chairman), Bengt Hellstrom, Johan
Thorell and Asa Bergstrom.

Remuneration Committee
The Remuneration Committee’s main
tasks are to make recommendations
to the Board on matters related to
remuneration principles, remunera-
tion and other terms of employment
for the CEO and senior executives,
succession planning, to monitor and
evaluate ongoing and completed
variable remuneration programmes,
and to monitor and evaluate the
implementation of guidelines for
remuneration of senior executives.

The Remuneration Committee held
two meetings during the year. The
Committee members are Par Nuder
(Chairman), Kerstin Hessius and
David Mindus.

Composition of the Board
According to the Articles of Associ-
ation, Hemso's Board is to consist
of at least three and at most eight
AGM-elected members for a term
extending until the end of the next
AGM. At the 2018 AGM, six regular
Board members were elected. There
is no representative of Group Man-
agement on the Board and no em-
ployee representatives or deputies
have been appointed to the Board.
The Board is presented on page 87.

Remuneration of the Board
The AGM resolves on remuneration
of the Board. No Board or Commit-
tee fees are paid to members who
are employed by any of the com-

pany’s owners. Kerstin Hessius and
Bengt Hellstrom are employed by
the Third Swedish National Pension
Fund, and David Mindus by AB Sagax.
The 2018 AGM resolved that fees of
SEK 450,000 (SEK 385,000) would

be paid to the Board’s Chairman,

and SEK 200,000 (SEK 170,000) to
each of the other Board members.

In addition, the AGM resolved that
remuneration of SEK 40,000
(35,000) for committee work would
be paid to the Chairman of the
Remuneration Committee and SEK
30,000 (22,500) to each of the Com-
mittee’s other members, and SEK
100,000 (60,000) to the Chairman of
the Audit Committee and SEK 50,000
(35,000) to each of the Committee’s
other members.

CEO and Group
Management

The CEQ is responsible for the
company’s ongoing management
and daily operations. The division
of work between the Board and
the CEO is set out in the rules of
procedure for the Board and in the
CEO’s instructions. The CEQ is also
responsible for preparing reports
and compiling information from
management prior to Board meet-
ings, and for presenting the material
at Board meetings.

According to the financial reporting
instructions, the CEO is responsible
for Hemsd's financial reporting and
must therefore ensure that the
Board regularly receives enough
information to make an assessment
of the Group’s financial situation.

The CEO should also ensure that

the Board remains continuously
informed about Hemsd’s operations,
earnings and financial position. The
CEOQ is also to ensure that the Board
receives information about import-
ant operational matters, including
acquisitions and divestments,
approved investments, marketing ac-
tivities and other strategic initiatives.
The CEO and other senior executives
are presented on pages 88-89.

Auditors

The auditor’s task is to review the
company’s annual report and ac-
counts, and the management of the
Board and the CEO. The auditor par-
ticipates in the Board meetings that
address the annual accounts and
consolidated financial statements.
At the Board meeting, the auditor
presents the financial information
and discusses the audit with Board
members without the attendance of
the CEO and other senior executives.
The company’s auditor performs an
annual review of the internal control
relevant to the company’s presen-
tation of its financial statements.

In addition, an in-depth review of
significant areas is conducted. Ernst
& Young AB has been appointed au-
ditor, with Mikael Ikonen as Auditor
in Charge. The company’s auditor at-
tended two Board meetings and two
meetings with the Audit Committee.

Internal control

Under the Swedish Companies Act,
the Board is responsible for the
company’s internal control. The
objective of internal control is to
achieve operational effectiveness
and efficiency, and to ensure the
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reliability of financial reporting and
information about the operations,
and compliance with applicable laws,
regulations, policy and guidelines.
Hemsd’s organisation consists of
102 employees in three countries.
All personnel are employed by the
Parent Company, except for 14 peo-
ple in Hemso Development AB, five
people in Germany and four people
in Finland. All property operations
are conducted in six segments (East,
West, Central/North and South in
Sweden, and Germany and Finland)
and through the property-owning
subsidiaries. Financing activities are
conducted by the Parent Company.
This means that the finance function
serves as controller function for the
management of Sweden, Germany
and Finland, and for the Finance
Department. The CFO and Director
of Finance also report directly to
the Audit Committee in matters re-
lated to observations and measures
related to regulatory compliance.
Against this background, the Board
does not consider there is any need
to establish a separate internal audit
function.

Control environment

The Board has appointed an Audit
Committee to present recommen-
dations in regard to internal control
over financial reporting. The internal
control system is based on docu-
mented policies, guidelines, process
descriptions, delegation of respon-
sibilities and duties including the

Teaching, Medicinaren 25, Neo in Huddinge
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Board’s rules of procedure, the CEQ’s
instructions with related delegation
lists and authorisation instruc-

tions, financial policy and financial
reporting instructions. Compliance

is continuously monitored and eval-
uated. The risk of errors in financial
reporting is continuously identified,
analysed and eliminated through
new or revised guidelines for internal
control.

Risk management

Risk assessment and management

is an integral part of the company’s
processes. Various methods are
used to evaluate risks and to ensure
that the relevant risks for Hemso are
managed in accordance with estab-
lished policies and guidelines.

Control activities

The Board monitors and evaluates
the effectiveness of internal control
over financial reporting through the
CEO’s instructions, and by address-
ing the Audit Committee’s reports,
recommendations and proposals
for decisions and actions. The Audit
Committee receives regular status
reports of the Group’s internal
control over financial reporting and
accounting policies.

Information and
communication

Hemsd’s information policy sets out
the framework for how Hemsd’s
communication activities should

be conducted, and the overall

delegation of responsibilities in
regard to the company’s internal and
external information. The informa-
tion policy is designed to comply
with Swedish legislation, Nasdaq
Stockholm’s Rule Book for Issuers
and the Irish stock exchange.

Management and
monitoring

Continuous monitoring of activities
and results takes place at several
levels of the company, both property
and Group level. The results are
analysed by the people responsible
within management and staff func-
tions. These results are reported to
the CEO, management and Board.

In connection with interim reports,
the Board monitors the financial
trend in relation to the business plan
and budget and whether approved
investments are progressing as
planned.




Board of Directors

Asa Bergstrém born 1964

Board member since 2017.
Member of the Audit Committee.

Education and professional
experience:

MBA. Senior Manager KPMG, CFO
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experience:

Master of Laws Has served as Min-
ister for Finance, Minister for Policy
Coordination, Member of Parliament
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Head of HR since 2015.
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Education: Degree in Human
Resource Management and Working
Life, Uppsala University.
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Education: Master of Laws,
Stockholm University
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Education: MBA, Stockholm School

of Economics.
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Education: Master’s Degree in Eco-
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Education: Studies in Civil Engineering
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Multi-year overview

Amounts in SEK million 2018 2017 2016 2015 2014 2013 2012 2011 2010

Income statement

Property income 2,618 2,375 2,204 2,000 2,063 1,887 1,899 1,671 1,396
Property costs -668 -587 -552 -524 -577 -547 -535 -469 -407
Net operating income 1,950 1,788 1,652 1,476 1,486 1,340 1,364 1,202 989
Central administrative expenses -146 -130 -182 -154 -173 -173 -169 -150 -90
Profit from participations in

associated companies 11 1 - - - - - - -
Operating profit 1,815 1,659 1,470 1,322 1,313 1,167 1,195 1,052 899
Financial items -372 -345 -359 -363 -480 -493 -521 -409 -124
Interest on shareholder loans = - - -53 -210 -210 -210 -210 -138
Profit before changes in value 1,443 1,314 1,111 906 623 464 464 433 637
Profit from property management 1,443 1,314 1,111 959 833 674 674 643 847
Change in value, properties 2,060 1,682 2,072 581 -261 -125 84 897 479
Change in value, financial instruments 91 135 -208 140 -760 297 -128 -235 -
Current tax -36 -63 -49 -46 -89 -9 -17 -19 -24
Deferred tax -466 -477 -583 -231 127 -99 178 -250 -162
Profit/loss for the year 3,092 2,591 2,343 1,350 -360 528 581 826 930
Other comprehensive income 22 31 81 -50 42 16 -13 -3 -
Comprehensive income for the year 3,114 2,622 2,424 1,300 -318 544 568 823 930

Balance sheet

Investment properties 46,236 38,883 33,629 26,502 24,668 22,637 22,951 20,858 18,518
Other assets 720 660 392 443 209 156 201 443 419
Cash and bank balances 450 1,134 932 157 107 13 70 265 353
Total assets 47,406 40,677 34,953 27,102 24,984 22,806 23,222 21,566 19,290
Equity 13,199 10,795 8,672 6,764 2,682 3,061 2,633 2,169 1,570
Deferred tax liabilities 3,067 2,591 2,103 1,518 1,289 1,416 1,325 1,502 1,254
Derivatives 281 544 723 679 826 66 363 235 -
Shareholder loans - - - - 3,000 3,000 3,000 3,000 3,000
Interest-bearing liabilities 29,728 25,575 22,483 17,454 16,507 14,699 15,085 13,445 11,085
Non-interest-bearing liabilities 1,131 1,172 972 687 680 564 816 1,215 2,381
Total equity and liabilities 47,406 40,677 34,953 27,102 24,984 22,806 23,222 21,566 19,290
Key ratios* 2018 2017 2016 2015 2014 2013 2012 2011 2010

Financial key ratios

Loan-to-value ratio, % 63.3 62.9 64.0 65.2 66.5 64.9 65.4 63.2 58.0
Interest-coverage ratio, % 4.9 4.8 4.1 3.6 2.7 24 2.3 2.6 7.3
Proportion of secured debt, % 0.0 3.1 7.7 15.4 29.2 40.6 62.5 64.5 59.9
Equity/assets ratio, % 27.8 26.5 24.8 25.0 22.7 26.6 24.3 24.0 23.7
Average interest rate, % 13 1.5 15 1.9 23 3.0 3.4 3.7 2.2
Return on profit from property management,

% 10.8 121 13.0 13.9 12.8 10.4 11.2 11.9 16.0
Return on equity, % 25.8 26.6 304 22.4 -2.6 12.6 14.6 21.3 24.5
Total return, % 9.7 9.8 12.8 8.1 5.2 53 6.6 10.9 8.9
Net asset value, SEK million 16,547 13,930 11,498 8,961 7,797 7,543 7,321 6,906 5,824

Property-related key ratios

Market value of investment properties, SEK

million 46,236 38,883 33,629 26,502 24,668 22,637 22,951 20,858 18,518
Property yield, % 4.9 5.2 5.7 6.0 6.0 6.1 6.2 6.2 6.4
NOI-margin, % 74.5 75.3 75.0 73.8 72.0 71.0 71.8 71.9 70.8
Economic occupancy rate, % 98.3 98.3 97.5 97.3 97.0 96.9 96.4 97.0 97.6
Property value, SEK/sqm 26,695 23,763 20,528 17,686 16,186 13,956 13,445 13,731 12,753
No. of properties 365 346 356 317 313 348 357 312 297
Leasable area, tsqm 1,732 1,636 1,638 1,499 1,524 1,622 1,707 1,519 1,452

* Hemso had subordinated shareholder loans between 2010 and 2015. These loans have been treated as equity in the calculation of key ratios.
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Consolidated statement of comprehensive income

Amounts in SEK million Note 2018 2017

Property income

Rental income 2,607 2,363
Other income 11 12
Total property income 3-4 2,618 2,375
Property costs

Operating costs 5 -411 -383
Maintenance costs -197 -161
Other property costs -60 -43
Total property costs -668 -587
Net operating income 3 1,950 1,788
Central administrative expenses 6-8 -146 -130
Profit from participations in associated companies 11 1
Operating profit 1,815 1,659

Financial items

Interest income and similar profit items 10 43 41
Interest expense and similar loss items 10 -422 -386
Profit from divestment of subsidiaries 7 -
Total financial items -372 -345
Profit from property management 1,443 1,314

Changes in value

Properties, realised -28 -79
Properties, unrealised 2,088 1,761
Financial instruments, realised -172 -45
Financial instruments, unrealised 263 180
Total value changes 11 2,151 1,817
Profit before tax 3,594 3,131
Current tax 12 -36 -63
Deferred tax 12 -466 -477
PROFIT FOR THE YEAR 3,092 2,591

Other comprehensive income, items that may be reclassified to profit or loss

Translation difference for the year 22 31

COMPREHENSIVE INCOME FOR THE YEAR 3,114 2,622

Profit for the year attributable to
Parent Company shareholders 2,980 2,577

Non-controlling interests 112 14
Comprehensive income for the year attributable to

Parent Company shareholders 3,002 2,608
Non-controlling interests 112 14
Data per share (no dilutive effect, since there are no potentially dilutive shares)

Average no. of shares, 000s 100,001 100,001
Earnings per share for the year, SEK 30.9 25.9

Comments on the statement of comprehensive income are provided in the Directors’ Report on pages 66-69.
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Consolidated statement of financial position

Amounts in SEK million Note 31 Dec 2018 31 Dec 2017

ASSETS

Non-current assets

Intangible assets

Capitalised development expenditure 13 1 5

Total intangible assets 1 5

Tangible assets

Investment properties 14 46,236 38,883
Machinery and equipment 15 2 1
Total tangible assets 46,238 38,884
Financial non-current assets

Participations in associated companies 17 112 101
Non-current receivables from associated companies 71 47
Other non-current receivables 89 26
Total financial non-current assets 272 174
Total non-current assets 46,510 39,063

Current assets

Current receivables

Rent and accounts receivable 18 24 73
Tax assets 0 0
Other current receivables 261 294
Prepaid expenses and accrued income 161 113
Total current receivables 19,23 446 480
Cash and cash equivalents 450 1,134
Total current assets 896 1,614
TOTAL ASSETS 47,406 40,677

EQUITY AND LIABILITIES

Equity

Share capital 1 1
Other capital contributions 6,356 6,856
Reserves 126 104
Retained earnings including profit for the year 6,369 3,546
Equity attributable to Parent Company owners 12,852 10,506
Non-controlling interests 347 289
Total equity 13,199 10,795
LIABILITIES

Non-current liabilities

Deferred tax liabilities 12 3,067 2,591
Derivatives 29 281 544
Interest-bearing liabilities 22.23 21,736 18,884
Total non-current liabilities 25,084 22,019

Current liabilities

Interest-bearing liabilities 22.23 7,992 6,691
Accounts payable 278 213
Current tax liabilities 34 46
Other current liabilities 80 107
Accrued expenses and deferred income 28 739 806
Total current liabilities 9,123 7,863
Total liabilities 23 34,207 29,882
TOTAL EQUITY AND LIABILITIES 47,406 40,677

Comments on the Statement of financial position are provided in the Directors’ Report under Financing on pages 70-75.
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Consolidated statement of changes in equity

Share of equity
from non-

Other capital con- Translation Retained controlling Total
Amounts in SEK million Share capital tributions reserve earnings interests equity
Opening equity, 1 Jan 2017 1 6,856 73 1,525 217 8,672
Dividends - - - -556 - -556
Contribution from minority interests - - - - 57 57
Comprehensive income - - 31 2,577 14 2,622
Closing equity, 31 Dec 2017 1 6,856 104 3,546 288 10,795
Opening equity, 1 Jan 2018 1 6,856 104 3,546 288 10,795
Dividends - -500 - -157 - -657
Contribution from minority interests - - - - -53 -53
Comprehensive income - . 22 2,980 112 3,114
Closing equity, 31 Dec 2018 1 6,356 126 6,369 347 13,199
The total number of shares was 100,001,000 with a par value of SEK 0.01.
Consolidated statement of cash flows
Amounts in SEK million Note 2018 2017
Operating activities
Profit from property management 1,443 1,314
Adjustment for non-cash items in profit from property management 26 -9 0
Adjustment for non-cash items 26 47 -69
Tax paid -51 -42
Cash flow before changes in working capital 1,430 1,341
Changes in working capital
Increase (-) /decrease (+) in operating receivables -13 -164
Increase (+)/decrease (-) in operating liabilities 13 171
Cash flow from operating activities 1,430 1,348
Investing activities 26
Acquisition of properties 26 -3,135 -2,668
Investments in new construction, extension and refurbishment 14 -2,660 -2,190
Property divestments 26 871 1,469
Investment in financial non-current assets -86 -102
Other non-current assets 0 -2
Cash flow from investing activities -5,010 -3,493
Financing activities 26
Interest-bearing liabilities 8,463 8,470
Repayment of interest-bearing liabilities -4,711 -5,565
Redemption of financial instruments -172 -45
Contributions from non-controlling interests - 57
Dividends paid -657 -556
Cash flow from financing activities 2,923 2,361
Cash flow for the year -657 216
Opening cash and cash equivalents 1,134 932
Exchange-rate differences in cash and cash equivalents -27 -14
Closing cash and cash equivalents 450 1,134
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Parent Company income statement

Amounts in SEK million Note 2018 2017
Net sales 63 56
Central administrative expenses 7-8 -158 -144
Other operating income 223 168
Operating profit 128 80
Income from financial items

Profit/loss from participations in Group companies 9 508 -165
Interest income and similar profit items 10 83 161
Interest expense and similar loss items 10 -492 -393
Profit/loss from property management 227 -317
Changes in value

Financial instruments, unrealised -281 -
Financial instruments, realised -172 -45
Loss before changes in value -226 -362
Appropriations

Group contributions paid -61 -1
Group contributions received 700 535
Provision to tax allocation reserve 14 -36
Profit before tax 427 136
Current tax 12 0 -32
Deferred tax 12 58 4
PROFIT FOR THE YEAR 485 108
Parent Company statement of comprehensive income

Amounts in SEK million 2018 2017
Profit for the year 485 108
Other comprehensive income - -
COMPREHENSIVE INCOME FOR THE YEAR 485 108
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Parent Company balance sheet

Amounts in SEK million Note 31 Dec 2018 31 Dec 2017

ASSETS
Non-current assets
Intangible assets

Capitalised development expenditure 13 1 5

Total intangible assets 1 5

Tangible assets

Equipment 15 1 1

Total tangible assets 1 1

Financial non-current assets

Participations in Group companies 16 6,233 6,324
Deferred tax assets 12 58 -
Other non-current receivables from Group companies 23 16,119 3,355
Total financial non-current assets 22,410 9,679
Total non-current assets 22,412 9,685

Current assets

Current receivables

Receivables from Group companies 10,797 17,191
Other receivables 18 = 2
Prepaid expenses and accrued income 126 79
Total current receivables 23 10,923 17,272
Cash and cash equivalents 0 906
Total current assets 10,923 18,178
TOTAL ASSETS 33,335 27,863
EQUITY AND LIABILITIES 20

Equity

Share capital (100,001,000 at SEK 0.01) 1 1
Share premium reserve 2,500 3,000
Retained earnings 87 137
Profit for the year 485 107
Total equity 3,073 3,245
Untaxed reserves 21

Tax allocation reserves 34 48
Provisions

Deferred tax liabilities 12 25 25
Total provisions 25 25

Non-current liabilities

Derivatives 281 -
Interest-bearing liabilities 22 21,736 17,663
Total non-current liabilities 23 22,017 17,663

Current liabilities

Interest-bearing liabilities 22 7,992 6,691
Accounts payable 12 10
Tax liabilities 19 26
Other current liabilities 26 24
Accrued expenses and deferred income 28 137 131
Total current liabilities 23 8,186 6,882
TOTAL EQUITY AND LIABILITIES 33,335 27,863
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Parent Company statement of changes in equity

Restricted equity

Unrestricted equity

Share premium

Retained earnings

Amounts in SEK million Share capital reserve including profit for the year Total equity
Opening equity, 1 Jan 2017 1 3,000 692 3,693
Dividends - - -556 -556
Profit for the year - - 108 108
Closing equity, 31 Dec 2017 1 3,000 244 3,245
Opening equity, 1 Jan 2018 1 3,000 244 3,245
Dividends - -500 -157 -657
Profit for the year - - 485 485
Closing equity, 31 Dec 2018 1 2,500 572 3,073
Parent Company statement of cash flows

Amounts in SEK million Note 2018 2017
Operating activities

Profit/loss from property management 227 -317
Adjustment for non-cash items 26 -116 28
Tax paid -7 -8
Cash flow from operations before change in working capital 104 -297
Changes in working capital

Increase (-)/decrease (+) in operating receivables -45 493
Increase (+)/decrease (-) in operating liabilities 485 188
Cash flow from operating activities 544 384
Investing activities

Acquisition of shares and participations in subsidiaries -64 -531
Sale of shares and participations in subsidiaries 347 414
Acquisition of other non-current assets 1 -3
Cash flow from investing activities 284 -120
Financing activities 26

External borrowings 8,462 8,058
Repayment of external borrowings -3,490 -3,728
Redemption of financial instruments -172 -45
Intra-Group loans -5,877 -3,730
Dividends paid -657 -556
Cash flow from financing activities -1,734 -1
Cash flow for the year -906 263
Opening cash and cash equivalents 906 643
Closing cash and cash equivalents 0 906
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Note 1 Accounting policies

GROUP

Applied standards and legislation

The consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and interpretations issued
by the IFRS Interpretations Committee (IFRIC), as adopted by the EU. In
addition, the consolidated financial statements have been prepared in
accordance with Swedish law, applying the Swedish Financial Reporting
Board’s recommendation RFR 1, Supplementary Accounting Rules for
Groups. When preparing the consolidated financial statements, the same
accounting policies have been applied as those described in the 2017
Annual Report. Only minor amendments to IFRS standards became effective
in 2018.

IFRS 9 Financial Instruments

IFRS 9 applies for reporting periods beginning on or after 2018 and
supersedes IAS 39 Financial instruments. The new standard mainly involves
changes to how financial assets and liabilities are classified and measured.
The first application of IFRS 9 did not have any effect on the Group’s equity
at 1 January 2018. Nor did transition to IFRS 9 cause any changes in the
measurement of financial instruments other than designation of the classi-
fication categories: Loans, accounts receivable and other financial liabilities
under |AS 39 are classified and measured at amortised cost in IFRS 9.
Financial assets and liabilities measured at fair value through profit or loss in
prior years will continue to be classified and measured at fair value through
profit or loss under IFRS 9. The Group has not identified any financial assets
that are measured at fair value through other comprehensive income.

The first application of expected credit losses did not have any significant
impact on the Group. For this reason, no additional provisions were made in
the transition, which means that the carrying amounts of assets measured
at amortised cost have not been affected.

The new standard also contains new requirements for hedge accounting.
Since Hemso has elected to continue applying hedge accounting under
IAS 39 for net assets in foreign subsidiaries, the Group’s accounting is not
impacted by the new hedge accounting treatment under IFRS 9.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 also applies for periods beginning on or after 2018 and specifies
how to recognise revenue from contracts with customers as well as
non-monetary exchanges between entities in the same line of business.
Since Hemsd's revenue essentially comprises rental income and any service
income is a sub-category of rental income, the company has elected to
continue recognising all consideration as rent and in accordance with

IFRS 16 Leases. IFRS 15 has not, therefore, had any impact on the financial
statements.

New and revised IFRS effective on or

after 1 January 2019

A number of new and revised IFRS will become effective during the coming
financial year, but have not been applied early in the preparation of Hemsd’s
financial statements.

IFRS 16 Leases

This standard supersedes IAS 17 and will apply for annual reporting periods
beginning on or after 1 January 2019. The recognition for lessors will
essentially remain unchanged. For lessees (tenants), the standard will mean
that most contracts (lease agreements) will be recognised in the balance
sheet. For Hemso, this will primarily affect the recognition of site leasehold
agreements, which are to be recognised in the balance sheet and therefore
increase total assets. In addition, leasehold fees will be recognised as
interest expense and, therefore, no longer included in net operating
income. The impact on Hemso as a lessee is limited. Hemsd's right-of-use
assets and similar lease liabilities will initially amount to just over SEK 300
million and are expected to impact some financial key ratios, including a
-0.1 percentage point change in the equity/assets ratio.

Basis of preparation of financial statements

The Parent Company’s functional currency is the Swedish krona (SEK), which
is also the reporting currency for the Group. All amounts, unless otherwise
stated, are presented in millions of SEK, and cover the period 1 January to
31 December 2018 (2017) for income-statement items, and 31 December
2018 (2017) for balance-sheet items. Due to rounding, some totals may not
correspond with the sum of notes and tables.

Assets and liabilities are recognised at their historical cost, except for
investment properties and some financial instruments that are measured at
fair value. Changes in fair value are recognised in profit or loss. Prepa-
ration of the financial statements in compliance with IFRS requires that
management make estimates and assumptions that affect the application of
accounting policies and the market values of assets, liabilities, income and

expenses. Estimates and assumptions are based on historical experience
and other various factors deemed reasonable under the current circum-
stances. The results of these estimates and assumptions are then used to
assess the carrying amounts of assets and liabilities that are not clear from
other sources. Actual results may differ from these estimates.

Estimates and assumptions

Judgments made by management in the application of IFRS that have a
material effect on the financial statements and estimates are described in
Note 2.

Consolidated financial statements

The consolidated financial statements include the Parent Company and
subsidiaries. Subsidiaries are entities over which the Parent Company has a
controlling interest. An investor controls an investee when the investor is
exposed to, or has rights to, variable returns from their involvement with
the investee and has the ability to affect those returns through its power
over the investee. The consolidated financial statements were prepared in
accordance with the acquisition method.

The income and expenses of acquired companies are included in the
consolidated financial statements from the transfer date. The income
statements of divested companies are included until the date of transfer.
Intra-Group receivables and liabilities, income and expenses and unrealised
gains or losses arising from transactions between Group companies are
eliminated in their entirety when preparing the consolidated financial
statements.

The share of equity from non-controlling interests is recognised as a
separate component of equity, separately from Parent Company owners’
portion of equity. The share of net profit allocated to non-controlling
interests is presented separately.

Hemsd owns 50 per cent of the participations in Hemso Norden KB.
Since Hemso has unlimited liability for the company’s obligations and
by agreement, is individually entitled to manage the company’s affairs,
Hemso Norden KB is included with subsidiaries in the consolidated financial
statements. During the year, Hemso restructured its holding of shares in
the Vitartes Group. Hemso divested shares in the joint venture Vitartes AB
and acquired half of the shares and votes in Vitartes’ former subsidiaries
Scandinavian Life Science AB and Scandinavian Life Science Tva AB. Due
to agreements on future acquisitions of additional participations, these
companies are also included in the consolidated financial statements.

Associated companies

Holdings in associated companies are recognised in accordance with the
equity method, which entails that the consolidated carrying amount of
the holding is adjusted by Hemsd'’s share of profit for the year and by any
dividends received. Accordingly, the owner company’s income statement
includes its share of the associated company’s profit for the year.

Related-party transactions
The delivery of services between Group companies and other related
companies and individuals is based on commercial terms and market prices.

Acquisitions and divestments
Purchases and sales are recognised on their date of transfer.

Asset acquisitions

In recent years, indirect property transactions have often taken place
with companies holding properties, and not through direct property
transactions.

When an asset is acquired through a company transaction, the
acquisition is treated as a direct property transaction. This type of acquired
company normally has no employees, organisation or activities other than
those directly attributable to the property holding. Deferred tax is not
recognised as a liability on initial temporary differences attributable to the
acquisition. Any deductions for deferred tax (discounts) obtained in addition
to the recognised tax in acquired companies reduces the property’s cost
instead. In the subsequent valuation, the value changes are thus affected by
the tax discounts. In 2017 and 2018, all acquisitions were classified as asset
acquisitions.

Business combinations
In acquisitions where Hemso obtains control over one or more, basically
autonomous, businesses, the acquisition method is applied in accordance
with IFRS 3 Business Combinations. The acquired entity’s identifiable assets,
liabilities and contingent liabilities are measured at their fair values on the
acquisition date, and the profit attributable to the acquired business is
included from the transfer date. Deferred tax on any surplus value, except
goodwill, attributable to the acquisition is recognised as a liability based on
the nominal tax rate.

The difference between deferred taxes at the nominal tax rate, and
the temporary value difference in the acquisition analysis is recognised as



goodwill. Deferred tax is not recognised as goodwill. No acquisitions were
classified as business combinations in either 2018 or 2017.

Income

Lease agreements are classified as operating leases on the basis that the
property remains in Hemso’s ownership even when the agreement runs
for up to 25 years. All rental income is notified in advance and amortised
in profit or loss on a straight-line basis based on the terms of the lease
agreements. Rental income includes additions such as water consumption,
invoiced property tax and heating costs. Advance rent is recognised as
deferred rental income.

Financial income and expenses
Interest income is recognised in the accounting period to which it relates.
Derivatives are used to achieve the desired fixed-rate period. Income and
expenses relating to derivatives are recognised on a continuous basis.
Income and expenses deriving from redemption and renegotiation of
derivatives, as well as redemption fees, are recognised when they occur.
Interest income and expenses on financial instruments are recognised
using the effective interest method.
The effective interest rate is the rate that exactly discounts estimated
future cash inflows and outflows over the expected life of the financial
instrument at the recognised net value of the asset or liability.

Income taxes

The income statement includes current and deferred income tax for
Swedish and foreign Group units, unless the underlying transaction is
recognised in other comprehensive income or directly in equity, whereby
the associated tax effect is recognised in other comprehensive income or
in equity. The Group’s companies are taxable under the applicable laws

of each country. In 2018, the tax rate in Sweden was 22 per cent, and is
calculated on nominal recognised income adding non-deductible items and
deducting non-taxable income. The tax rate in Finland was 20 per cent and
16 per cent in Germany.

Income tax is recognised using the balance-sheet method, implying that
deferred tax is calculated on the closing date’s identified temporary dif-
ferences between assets and liabilities for tax purposes and their carrying
amounts. Temporary differences are primarily related to property, financial
instruments and tax allocation reserves.

Deferred tax is recognised for loss carryforwards and for temporary
differences. Temporary differences are measured at the nominal tax rate
and the change from the previous closing date is recognised as deferred
tax through profit or loss. Deferred tax assets for deductible temporary
differences and loss carryforwards are only recognised to the extent it is
probable they will be utilised. The value of deferred tax assets is reduced
when itis no longer considered likely they will be utilised.

Employee benefits

Employee benefits, such as salaries and payroll overheads, holidays and
paid sick leave, are recognised as the employees render services. Commit-
ments to employees are secured through defined-contribution plans or ITP.
Defined-contribution plans are plans in which the company’s obligation is
limited to the contributions the company has undertaken to pay. In such
cases, the size of the employee’s pension depends on the contributions the
company pays into the plan or to an insurance company, and the investment
earnings on the contributions. Consequently, it is the employee who bears
the actuarial risk (that benefits will be lower than expected) and investment
risk (that the invested assets will be insufficient to provide the expected
benefits). The company’s obligations for contributions to defined-contribu-
tion plans are recognised as expenses in the income statement as they are
earned by the employees’ services to the company during a period.

The Group’s ITP pension plan is secured through insurance with Alecta,
which according to a statement from the Swedish Financial Reporting
Board, UFR 10, is considered a defined-benefit plan covered by many
employers. However, the plan has been treated as a defined-contribution
plan, since Alecta has not been able to produce the values required to
recognise the plan as a defined-benefit plan.

An expense for remuneration in connection with the termination of
employees is only recognised if the company is demonstrably committed,
without realistic possibility of withdrawal, by a formally detailed plan to
terminate employment before the normal time. When remuneration is paid
as an offer to encourage voluntary redundancy, a cost is recognised if it is
probable that the offer will be accepted, and if the number of employees
who will accept the offer can be reliably estimated.

Leasing

Hemso is a major lessor, since its lease agreements are classified as
operating leases, see Income above. As a lessee, Hemso has entered into a
number of site leasehold agreements and smaller leases for office premises,
cars and office equipment. The total amount of these is of no material
significance. The expenditure is expensed as incurred.

Investment properties

Properties are initially recognised at cost. Within the Group, properties are
measured at fair value in accordance with the method stated below. Expen-
ditures for new construction, extension or refurbishment are recognised

as construction in progress until the project is completed and the final
inspection performed. Work related to maintenance, maintenance activities
associated with refurbishment and tenant adaptations is activated when
deemed value-added. Value-added means that the measure will generate a
future economic benefit, compared with earlier measures, and thus affect
the market value.

IAS 40 is applied and the holding is measured at fair value. During the
financial year, revaluations are recognised quarterly, based on internal
valuations. For a description of valuation methods, refer to Note 14. For
considerations etc., regarding property valuations, refer also to Note 2. Any
deductions for deferred tax on the purchase of property through a company
(asset acquisition) obtained in addition to the tax recognised in the acquired
company is recognised net against the fair value of the purchased property
on both the acquisition date and in subsequent financial statements.
Buildings under construction for future use as investment properties are
recognised at fair value in accordance with IAS 40 with consideration for
project risk and deductions for remaining investments.

Interest expense relating to the specific financing of major new property
construction, extension or refurbishment is capitalised until the project
is completed and final inspection performed. The basis of valuation is
estimates of future cash flows, and the price level expected to be achieved
in a transaction between knowledgeable, willing parties on market terms.
However, non-completed properties are slightly more difficult to value than
existing properties, because the final cost and process until the property is
functional/let can only be estimated.

Machinery and equipment

Machinery and equipment are recognised at cost less accumulated depreci-
ation according to plan and any impairment. Machinery and equipment are
depreciated on a straight-line basis over five years.

FINANCIAL INSTRUMENTS

Financial instruments are any form of agreement that gives rise to a
financial asset in one company and a financial liability or equity instrument
in another company. Financial instruments recognised on the assets side of
the balance sheet include cash and cash equivalents, accounts receivable,
other long-term receivables, other receivables and derivatives. Liabilities
include accounts payable, borrowings, loans from minority interests,
commercial papers, other liabilities and derivatives. Recognition depends
on how the financial instruments have been classified.

Recognition and derecognition

A financial asset or financial liability is recognised in the balance sheet
when the company becomes party to the instrument’s contractual terms.
Accounts receivable are recognised in the balance sheet when an invoice
has been sent and the company’s right to consideration is unconditional.
Liabilities are recognised when the counterparty has performed and there
is a contractual obligation to pay, even if an invoice has not been received.
Accounts payable are recognised when an invoice has been received.

A financial asset and financial liability are only offset and recognised in a
net amount in the balance sheet when there is a legal enforceable right to
offset the amounts and an intention to settle the items with a net amount or
to simultaneously realise the asset and settle the liability. A financial asset is
derecognised from the balance sheet when the contractual rights are real-
ised, expire or the company loses control over them. The same applies to
part of a financial asset. A financial liability is derecognised from the balance
sheet when the contractual obligation is fulfilled or otherwise extinguished.
The same applies to part of a financial liability. At each reporting date, the
company assesses whether there is any objective evidence that a financial
asset or group of financial assets may be impaired.

Gains and losses from balance sheet derecognition and modification are
recognised in profit or loss.

Classification and measurement

Financial assets

Debt instruments: the classification of financial assets that are debt
instruments is based on the Group’s business model for managing the asset
and its contractual cash flow characteristics:

Instruments are classified as:
e amortised cost
e fair value through other comprehensive income, or
e fair value through profit or loss

The Group’s debt instruments are classified as amortised cost.
Financial assets classified as amortised cost are initially measured at fair
value plus transaction costs. Accounts and rent receivable are initially mea-
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sured at invoiced value. After initial recognition, the assets are measured
using the effective interest method. Assets classified as amortised cost are
held, according to the business model, to collect contractual cash flows
that are solely payments of principal, and interest on the principal amounts
outstanding. The assets are covered by a loss allowance for expected credit
losses.

Equity instruments: are classified and measured at fair value through
profit or loss unless they are not held for trading, since an entity can
make an irrevocable election to measure them at fair value through other
comprehensive income without subsequent reclassification to profit or loss.
The Group does not hold any such equity instruments at present.
Derivatives: are classified and measured at fair value through profit or
loss unless they are classified as hedging instruments and the effective
portion of the hedge is recognised in “Other comprehensive income.”
Fair value is determined according to the following description.

Classification and measurement of financial liabilities

Financial liabilities are classified as amortised cost except for derivatives.
Financial liabilities measured at amortised cost are initially measured at
fair value including transaction costs. After initial recognition, they are
measured at amortised cost using the effective interest method.

Derivatives: are classified and measured at fair value through profit or loss
unless they are classified as hedging instruments and the effective portion
of the hedge is recognised in “Other comprehensive income.”

To determine the fair value of interest-rate derivatives, market rates are
used for each term listed on the closing date and generally accepted calcu-
lation methods, which means that their fair value measurement is a level 2
input according to IFRS 13. The carrying amount is based on measurements
from bank counterparties and verified against an internal measurement
based on observable market data.

Impairment of financial assets

The Group’s financial assets, except those measured at fair value through
profit or loss or equity instruments not measured at fair value through
other comprehensive income, are subject to impairment on expected credit
losses. Impairment based on credit losses under IFRS 9 is forward-looking
and a loss allowance is made for credit risk exposure, usually at initial
recognition. Expected credit losses reflect the present value of all cash flow
deficits resulting from default events that are possible within the next 12
months or for the expected remaining term of the financial instruments,
depending on the asset class and extent of credit deterioration since

initial recognition. Expected credit losses reflect an objective, probabili-
ty-weighted outcome using multiple scenarios based on reasonable and
supportable forecasts.

The simplified approach is applied for accounts receivable, contract
assets and rent receivable. Under the simplified approach, a loss allowance
is recognised for the expected remaining term of the receivable or asset.

For other items covered by expected credit losses, a three-stage impair-
ment model is applied. Initially, and at each closing date, a loss allowance
is recognised for the next 12 months, alternatively for a shorter period
depending on the remaining term (stage 1). If a significant increase in credit
risk has occurred since initial recognition, resulting in a credit rating below
investment grade, a loss allowance is recognised for the asset’s remaining
term (stage 2). For assets considered credit-impaired, a loss allowance is
also made for expected credit losses for the remaining term (stage 3). For
credit-impaired assets and receivables, interest income is calculated based
on the carrying amount of the asset, less the loss allowance, in contrast to
the gross carrying amount in preceding stages.

Different approaches are applied for measuring expected credit loss.
The approach for accounts receivable, contract assets and rent receivable
is based on historical bad debt losses combined with forward-looking
factors. Other receivables and assets are depreciated using a ratings-based
approach based on external credit ratings. Expected credit losses are
measured using the product of probability of default, loss given default
and exposure at default. For credit-impaired assets and receivables, an
individual assessment is made using historical, current and forward-looking
information. The measurement of expected credit losses includes any
collateral and other credit enhancements in the form of guarantees.

The financial assets are recognised in the balance sheet at amortised
cost (that is, the gross carrying amount less the loss allowance). Changes in
the loss allowance are recognised in profit or loss.

The calculations of expected credit losses at 31 December 2018 did not
add up to any material amounts for the Group. The Group has not therefore
recognised any provisions for expected credit losses.

Hedge accounting

The Group applies hedge accounting for financial instruments in accordance
with IAS 39, with the aim of hedging financial risks arising from net invest-
ments in foreign operations.
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Hemso is exposed to currency risk through the company’s investments in
Finland and Germany. This currency risk is managed by financing assets in
EUR with external loans in EUR. To reflect this in accounting, Hemso has
chosen to apply hedge accounting for net investments in foreign operations
in the consolidated financial statements. The effective portion of the
hedging relationship is recognised in other comprehensive income as a
translation difference. The ineffective portion is recognised in net financial
items in profit or loss. The amount recognised in other comprehensive
income attributable to the hedging relationship is reclassified to profit or
loss when Hemsd has completely or partially divested the hedged entity so
that Hemso is no longer required to consolidate the subsidiary comprising
the hedged entity under IFRS.

Cash and cash equivalents

Cash and cash equivalents comprise cash funds and immediately available
balances from banks and similar financial institutions and short-term liquid
investments with a maturity of less than three months from the acquisition
date. Cash and cash equivalents are subject to a loss allowance requirement
for expected credit losses.

The comparative year according to IAS 39

Financial instruments are recognised according to IAS 39 in the comparative
year of 2017. IAS 39 had different classification categories from IFRS 9.
However, IAS 39 also included classification and measurement at either
amortised cost or fair value in profit or loss.

Furthermore, IAS 39 had another model for provisions for credit losses,
where provisions were made when a credit event occurred, in contrast to
IFRS 9 where provisions are made for expected credit losses. Otherwise,
there are no differences between the standards for the Group. Transition
from IAS 39 to IFRS 9 did not entail any significant changes for the Group.

Provisions
A provision differs from other liabilities because there is an uncertainty
about the timing or the amount required to settle the obligation.

A provision is recognised in the statement of financial position when
there is a present legal or constructive obligation due to a past event, and it
is probable that an outflow of financial resources will be required to settle
the obligation and a reliable estimate of the amount can be made.

Provisions are made for the amount which is the best estimate of the
expenditure required to settle the present obligation at the closing date.
Where the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability.

Contingent liabilities

A contingent liability is recognised when the existence of a possible
obligation is confirmed only by one or more uncertain future events, or
when there is a commitment that is not recognised as a liability or provision
because it is not probable that an outflow of resources will be required.

Transactions in foreign currency
Transactions in foreign currency are translated using the exchange rate at
the transaction date.

Monetary assets and liabilities denominated in foreign currencies are
translated at the closing rate, and exchange differences are recognised in
profit or loss. Exchange differences relating to operating receivables and
liabilities are recognised in operating profit, while differences attributable
to financial assets and liabilities are recognised in net financial items.
Non-monetary assets and liabilities recognised at historical cost are trans-
lated using the exchange rate at the transaction date. Assets and liabilities
of foreign operations are translated to SEK using the current exchange
rate at the closing date. Income and expenses of foreign operations are
translated to SEK using an average rate that approximates the exchange
rates prevailing at the transaction date. Translation differences arising on
translation of foreign operations are recognised in other comprehensive
income and accumulated in the translation reserve under equity.

Statement of cash flows

The statement of cash flows has been prepared using the indirect method.
Cash flows from realised value changes in connection with sales of prop-
erties are recognised together with other sales proceeds under investing
activities. Purchase or sale of properties via companies that are asset
acquisitions are recognised on a separate line as acquisition of properties or
divestment of properties. Selling expenses are recognised under investing
activities as a deduction from the sales proceeds of the year in which the
cash flow occurs. Acquisition costs are recognised in the same way under
investing activities.



PARENT COMPANY

Applied standards and legislation

The annual accounts have been prepared in accordance with the Swedish

Annual Accounts Act and RFR 2, Accounting for Legal Entities. Statements

issued by the Swedish Financial Reporting Board have also been applied.
The accounting policies applied are presented in the relevant parts of

the Group’s accounting policies, with the following additions for the Parent

Company.

Group contributions and shareholder contributions
Shareholder contributions are recognised directly in equity of the recipient,
and capitalised in shares and participations of the contributor, to the extent
that impairment is not required. Hemso recognises Group contributions
both paid and received as appropriations.

Shares in subsidiaries
Shares in subsidiaries are recognised in the Parent Company using the cost
method, less any impairment.

Financial instruments
Due to the association between accounting and taxation, the requirements
for financial instruments under IFRS 9 were not applied in the Parent
Company as a legal entity. The Parent Company applies the cost method
in accordance with the Swedish Annual Accounts Act. Accordingly,
non-current financial assets in the Parent Company are measured at cost
and current financial assets according to the lowest value principle, with
the application of impairment for expected credit losses according to
IFRS 9 for assets that are debt instruments. For all other financial assets,
impairment is based on the asset’s market value. Derivative instruments
with negative fair value are recognised as a liability at their negative fair
value with the value change in profit or loss. Unrealised changes in the fair
value of financial instruments that were previously recognised in the Group
only, must also be recognised in the Parent Company. During the period,
this change in policy had a negative impact of SEK-281 million on Parent
Company profit, of which SEK -544 million relates to a non-recurring item
that was eliminated in the Group.

The Parent Company’s financial guarantees consist of guarantees on
behalf of Group companies. The Parent Company applies the exception
of not recognising financial guarantee contracts on behalf of subsidiaries,
associated companies and joint ventures under the requirements of IFRS
9, but recognises financial guarantee contracts as provisions in the balance
sheet when the company has an obligation for which payment is probable,
otherwise the obligation is recognised as a contingent liability.

Group information

Hemso Fastighets AB (publ) has its registered office in Stockholm and the
address of the Head Office is Linnégatan 2. Hemso is 85-per cent owned,
directly and indirectly, by the Third Swedish National Pension Fund, Corp.
Reg. No. 802014-4120, with its registered office in Stockholm, Sweden, and
15-per cent owned, indirectly, by Sagax AB, Corp. Reg. No. 556520-0028,
with its registered office in Stockholm, Sweden.

Note 2 Special considerations
and judgements

The presentation of financial statements in accordance with IFRS and
generally accepted accounting principles requires making judgements
and assumptions that affect the assets, liabilities, income, expenses and
other information recognised in the annual accounts. These judgements
and assumptions are based on historical experience and other factors
considered reasonable under the circumstances. Actual results may differ
from these judgements under different assumptions or conditions.

The financial statements are particularly sensitive to the judgements
and assumptions used in the valuation of investment properties. Property
values are assessed individually per property throughout the year, based
on a number of judgements and estimates of future cash flows and yield
requirements in a potential transaction. In most cases, reconciliation is also
performed against external valuations. The range of values between the
appraised value and selling price in a well-functioning market is normally
(+/-) 5-10 per cent. For more information about this and the assumptions
and judgements made, refer to Note 14.

An essential use of judgement in the recognition is how deferred tax
attributable to temporary differences should be treated in the consolidated
financial statements. For the recognition of deferred tax on temporary
differences arising between the carrying amount of an asset or a liability
and its tax base, Hemso applies the balance-sheet method. This means
that a tax liability or asset exists in the balance sheet that is realised on
the date the asset or liability is sold. Temporary differences are primarily
related to property, financial instruments and tax allocation reserves. Due
to the Riksdag’s introduction of a change in tax legislation on 13 June 2018,
deferred tax arising from temporary differences between the market value
and taxable value of Swedish properties has been recalculated using the tax
rate that will come into effect in 2021. Temporary differences arising on ini-
tial recognition of an asset or liability that represents an asset acquisitions
are not recognised as deferred tax according to the balance-sheet method.
Hemso has recognised all company acquisitions completed during the year
as asset acquisitions, whereby deferred tax that existed at the acquisition
date has not been included in the balance sheet.
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Note 3 Segment information

The identification of reportable segments is based on internal reporting. The CEO primarily uses net operating income per segment
for performance analysis. Administrative expenses, financial income and expenses and income tax are managed at Group level. The
Group is managed and reported in the following six operating segments: East, West, Central/North, South, Germany and Finland.

Central/ Unallocated
2018 East West North South Germany Finland items Group
Property income 772 292 587 314 325 317 - 2,607
Other income 4 1 2 2 1 1 - 11
Total income 776 293 589 316 326 318 - 2,618
Property costs -207 -98 -171 -98 -19 -76 - -668
Net operating income 569 196 419 218 307 242 - 1,950
Administrative expenses - - - - - -146 -146
Profit from participations in associated - - - - - - 11 11
companies
Net financial items . = - . . -372 -372
Profit/loss before value changes 569 196 419 218 307 242 -507 1,443
Changes in value
Properties, realised - 1 -44 15 - - - -28
Properties, unrealised 616 -48 669 161 519 171 - 2,088
Financial instruments, realised - - - - - - -172 -172
Financial instruments, unrealised - - - - - 263 263
Total value changes 616 -47 625 176 519 171 91 2,151
Current tax - - - - - - -36 -36
Deferred tax - - - - - - -466 -466
Profit/loss for the year 1,185 149 1,044 394 826 413 -918 3,092
Investment properties — investments,
acquisitions, divestments per segment
Investments, new construction, extension and 820 146 980 139 29 545 - 2,660
refurbishment
Acquisitions 85 333 112 321 1,588 695 - 3,135
Divestments -1 -136 -436 -338 — — — -911
Total 904 343 657 123 1,617 1,241 - 4,884
Assets per segment at period-end
Investment properties 14,758 3,837 10,266 4,784 7,240 5,352 - 46,236
Unallocated corporate assets - - - - - - 1,170 1,170
Total assets 14,758 3,837 10,266 4,784 7,240 5,352 1,170 47,406
Central/ Unallocated
2017 East West North South Germany Finland items Group
Property income 688 283 590 309 275 218 - 2,363
Other income 4 3 3 1 - 1 - 12
Total income 692 286 593 310 275 219 - 2,375
Property costs -170 -113 -156 -92 -15 -41 - -587
Net operating income 522 173 437 218 260 178 - 1,788
Administrative expenses - - - - - -130 -130
Profit from participations in associated - - - - - - 1 1
companies
Net financial items - - - - - - -345 -345
Profit before value changes 522 173 437 218 260 178 -474 1,314
Changes in value
Properties, realised -20 -12 -26 -21 - - - -79
Properties, unrealised 541 32 291 171 436 290 - 1,761
Financial instruments, realised - - - - - - -45 -45
Financial instruments, unrealised - - - - - 180 180
Total value changes 521 20 265 150 436 290 135 1,817
Current tax - - - - - - -63 -63
Deferred tax - - - - - - -477 -477
Profit/loss for the year 1,043 193 702 368 696 468 -879 2,591
Investment properties — investments,
acquisitions, divestments per segment
Investments, new construction, extension and 1,017 240 405 236 38 254 - 2,190
refurbishment
Acquisitions 382 22 312 157 1,011 784 - 2,668
Divestments -92 -628 -183 -690 - - - -1,593
Total 1,307 -366 534 -297 1,049 1,038 - 3,265
Assets per segment at period-end
Investment properties 13,238 3,543 8,939 4,500 4,889 3,774 - 38,883
Unallocated corporate assets - - - - - - 1,794 1,794
Total assets 13,238 3,543 8,939 4,500 4,889 3,774 1,794 40,677
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Note 4 Operating leases

Note 5 Operating costs

Lessor Group 2018 2017
Future minimum lease payments for non-cancellable leases amounted to: Media usage 216 209
Group 31 Dec 2018 31Dec2017  Supervision 178 161
Other operating costs 17 13
Contracted income, payment within 1 year 2,709 2,499 Total 411 383
Contracted income, payment within 1-5 years 8,911 8,489
Contracted income, payment later than 5 years 14,913 14,155
Total 26,533 25,144
Note 6 Central administrative expenses
For accounting purposes, lease agreements are considered operating leases
when Hemso is the lessor. The table shows rental income calculated on Group 2018 2017
current lease agreements.

The rent is usually indexed. In most cases, property tax is payable in Personnel costs 147 135
addition to base rent. Additional amounts are based on the actual costs Premises and office expenses 13 14
incurred by the landlord. Services purchased 67 49

Depreciation and amortisation 2 1
Lessee Other operating expenses 4 6
As an operating lessee, a number of leases have been signed for site Reversal to other items 87 75
leaseholds, company vehicles and office equipment. Total 146 130
Group 31 Dec 2018 31 Dec 2017
Due within 1 year 27 20
Due within 1-5 years 62 57
Due later than 5 years 345 195
Total 434 273
Note 7 Employees, personnel costs and remuneration of senior executives

2018 2017

Group Total Women Men Total Women Men
Average no. of employees 97 41 56 101 47 54
No. of Group Management 8 2 6 8 2 6
No. of Board of Directors 6 2 4 6 2 4
At year-end, Hemso had 102 employees (105), of whom 79 (84) in the Parent Company, 14 (9) in Hemso Development AB, 5 (4) in Germany
and 4 (3) in Finland.

Group 2018 2017

Payroll Payroll
Group 2018 2017 overheads, overheads,
Salaries and . Variable . Variable incl. special incl. special
. Salaries Salaries and 5 . ) .

remuneration, and fees  fémunera- fees FeMunera- Payroll overheads, employer’s Pension employer’s Pension
SEK 000s tion tion SEK 000s contribution costs contribution costs
Board 939 - 853 - Board 233 - 268 -
CEO 4,383 - 4,632 - CEO 1,697 1,321 1,812 1,470
Deputy CEO 2,079 - 1,773 - Deputy CEO 756 422 631 306
Other senior exec- 5,437 108 5,803 118 Other senior exec- 1,976 1,104 2,233 1,536
utives utives
Other employees 68,947 4,180 61,185 2,829 Other employees 24,207 10,488 22,574 10,143
Total Sweden 81,784 4,288 74,246 2,947 Total Sweden 28,869 13,334 27,518 13,455
Other senior exec- 3,399 - 3,056 - Other senior exec- 214 522 167 378
utives utives
Other employees 4,419 271 3,159 128 Other employees 473 317 246 365
Total Foreign 7,818 271 6,215 128 Total Foreign 687 839 413 743
Total Group 89,602 4,559 80,461 3,075 Total Group 29,556 14,173 27,931 14,198
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2018 2017
Parent Company Total Women Men Total Women Men
Average no. of employees 79 43 36 82 40 42
No. of Group Management, 31 Dec 5 1 4 5 1 4
Board members, 31 Dec 6 2 4 6 2 4
Parent Company 2018 2017 Pensions
Salaries and Variable Variable Unf.jer the CEQ s contract, Hgmso is required tg pay premiums for occu-
remuneration, Salaries remu- Salaries remu- Pational pension and health insurance amounting to 30 per cent of gross
SEK 000s and fees neration and fees neration  salary. Senior executives and other employees are covered by the ITP plan.
Board 939 g53 The age of retirement is 65 for the CEO, and 67 for other senior executives.
oar - B 61 employees (61) employees have defined-benefit ITP plans with
CEo 4,383 B 4,632 " continuous payments to Alecta. The year’s contributions for defined-ben-
Deputy CE_O 2,079 - 1773 ~  efit pension plans with Alecta amounted to SEK 6,734,000 (5,800,000).
Other senior 4,221 - 3,976 118 Alecta’s surplus can be distributed to the policyholders and/or insured. At
executives December 2018, Alecta’s surplus in the form of the collective funding ratio
Other employees 52,700 3,698 48,097 2,552 was 142 per cent (December 2017: 154 per cent). The collective funding
Total Swefien 64,321 3,698 59,331 2670 5tiois the market value of Alecta’s assets as a percentage of the insurance
Other senior - - - ~  commitments calculated according to Alecta’s actuarial assumptions, which
executives are not consistent with IAS 19.
Other employees - — - -
Total Foreign - - - ~  Severance pay
Total Parent Company 64,321 3,698 59,331 2,670 Ap agreement has been reached whereby the CEO will be eligible for sev-
erance pay in the event of termination by the company. The severance pay
P ‘c 2018 2017 corresponds to 12 months’ fixed salary, in addition to the mutual six-month
arent Lompany notice period. The severance pay is not pensionable, is fully deductible and
Payroll Payroll not payable upon retirement. Other senior executives have a mutual notice
overheads, overheads, period of six months
incl. special incl. special ’
Payroll overheads, employer’s Pension employer’s Pension
SEK 000s contribution costs contribution costs
Board 233 - 268 -  Note 8 Auditor fees and
CEO 1,697 1,321 1,812 1,470 .
remuneration
Deputy CEO 756 422 631 306
Other senior 1,594 1,104 1,542 1,056
executives Group Parent Company
Other employees 18,452 7,807 17,717 7,432 2018 2017 2018 2017
Total Sweden 22,732 10,654 21,970 10,264 .
Other senior B B B B Audit engagement
X Ernst & Young 3 2 1 1
executives
Audit activities in - - - _
Other employees - - - -
? Ve addition to the audit
Total Foreign - — - - engagement
Total Parent Company 22,732 10,654 21,970 10,264 Tax consultancy 1 _ _ _
Other assignments 2 1 1 1
Total 6 3 2 2

Remuneration of the Board

The Chairman and other members of the Board of Hemso Fastighets AB
are remunerated in accordance with a resolution adopted by the Annual
General Meeting (AGM). Remuneration of the Chairman amounts to SEK
450,000, while each of the other Board members are paid an amount of
SEK 200,000. The Chairman’s Audit Committee is paid remuneration of
SEK 100,000 and other members are paid an amount of SEK 50,000. The
Chairman’s Remuneration Committee is paid remuneration of SEK 40,000
and other members are paid an amount of SEK 30,000. Members of the
Board who are employed by the owners receive no remuneration.

Variable remuneration

Hemsd's variable remuneration scheme for 2018 includes all permanent
employees except for senior executives. The reported variable remuner-
ation for senior executives relates to one person and the period before
this person was included in the category of senior executives. Under the
scheme, most employees can receive up to one monthly salary in variable
remuneration, while a smaller number of employees can receive up to two
monthly salaries subject to the achievement of predefined targets.

The targets are 50-per-cent based on the company’s financial
performance, and 50-per-cent based on individual, team or department
performance, depending on the employee’s role. The variable remuneration
scheme is determined annually by the Board.
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The audit engagement refers to the statutory audit of the annual accounts
and of the administration of the Board and the CEO. Audit activities in
addition to the audit engagement refer to reviews of the administration
or financial statements pursuant to statute. Tax consultancy refers to
consultation on fiscal issues. Other assignments refer to consultation that
cannot be linked to any of the other categories.

Note 9 Profit/loss from participations in
Group companies

Parent Company 2018 2017
Dividends 539 -
Profit from unlimited and limited partnerships 28 23
Impairment -59 -188
Total 508 -165

Some of the subsidiaries received shareholder contributions during the year
due to equity depletion. These shareholder contributions were recognised
in the Parent Company as an increase in the value of the shares in the sub-
sidiaries, which was not matched by an equally large increase in the value of
the shares. This explains most of the impairments made during the year.



Note 10 Income from financial items

Financial income and expenses Parent
recognised in profit/loss Group Company
SEK million 2018 2018
Assets and liabilities required to be measured

at fair value through profit or loss:

Interest received, derivatives that do not 304 304
qualify for hedge accounting

Interest paid, derivatives that do not qualify -450 -450
for hedge accounting

Total -146 -146
Assets and liabilities measured

at amortised cost:

Interest income from rent and accounts 0 -
receivable

Interest income, other financial assets 2 83
Total interest income, 2 83
effective interest method

Interest expense, loans -235 -229
Interest expense, other financial liabilities - -
Total interest expense, -235 -229
effective interest method

Exchange-rate differences, financial items 0 -75
Remuneration for guarantee commitments 41 -
Other income 7 -
Commitment fees -20 -18
Other financial expenses -21 -24
Expected credit losses on financial assets - —
Total 7 -117
Total recognised in net financing items -372 -409
Assets and liabilities required to be measured

at fair value through profit or loss:

Gains from the change in value of derivatives 263 10
that do not qualify for hedge accounting

Loss from the change in value of derivatives -172 -364
that do not qualify for hedge accounting

Total 91 -354
Total recognised in profit/loss -281 -763
2017 was recognised using previous accounting policies:

Group 2017
Net financial items

Interest income, loans and accounts receivable

Interest income

Total 2
Other financial income

Remuneration for guarantee commitments 27
Other financial income 12
Total 39
Interest expense, other financial liabilities

Interest expense -343
Total -343
Other financial expenses

Commitment fees -22
Other financial expenses* -20
Total -42
Total -345

* Other financial expenses also include origination fees for loans

All interest income and expenses are attributable to financial assets and
liabilities not measured at fair value through profit or loss.

Parent Company 2017

Interest income and similar profit items

Parent Company 2017
Interest income, Group companies 161
Interest income, other 0
Total 161
Parent Company 2017
Interest expense and similar loss items

Interest expense, Group companies 0
Interest expense, other -338
Exchange-rate differences -30
Other -25
Total -393

Allinterest income and expenses are attributable to financial assets and
liabilities not measured at fair value through profit or loss.

Note 11 Value changes

Investment properties
The value changes attributable to investment properties amounted to
SEK 2,060 million (1,682). The value changes were SEK -28 million (-79) in
realised changes and SEK 2,088 million (1,761) in unrealised changes. The
realised value change was mainly attributable to sales of properties in 2018.
Unrealised value changes were mainly related to the market’s lower
yield requirements. The largest reduction in yield requirement was found in
the metropolitan areas and expansive locations as well as in the categories
of Nursing homes and Education. However, reductions were made in all
categories and segments. The unrealised value changes were also due to
revised estimates of net operating income as a result of new leasings, termi-
nated leases and renegotiations. The property yield on the entire property
portfolio, excluding development properties, was 4.9 per cent (5.2).

Unrealised value changes, SEK million 2018 2017
Property management and development-related 988 518
value change

General market value change 409 517
Subtotal Sweden 1,397 1,035
Property management and development-related 53 65
value change

General market value change 638 661
Subtotal Foreign 691 726
Total unrealised value changes 2,088 1,761

Change in value of derivatives

Hemso uses interest-rate derivatives to manage and adjust the Group’s
interest-rate risk and foreign exchange derivatives to manage and adjust the
Group's currency risk. If the agreed interest rate deviates from the market
rate, a surplus or negative value arises on the interest-rate derivatives,
whereby the value changes are recognised in the statement of comprehen-
sive income. If the agreed exchange rate deviates from the market rate,

a surplus or negative value arises on the foreign exchange derivatives. At
period-end, the nominal value of the interest rate derivatives portfolio was
SEK 6,350 million (8,250) and the foreign exchange derivatives portfolio
was SEK 0 million (640). The negative value of the interest-rate derivatives
was SEK 281 million (537) and the negative value of the foreign exchange
derivatives was SEK O million (7).

Changes in the value of financial instruments had a positive impact of SEK
91 million (-135) on profit. Changes in the value of interest-rate derivatives
had a positive impact of SEK 81 million (144) on profit, of which the unreal-
ised value change was SEK 256 million (186). At the same time, a previously
recognised loss of SEK-175 million (-42) was realised in connection with
Hemsd’s early termination of an interest-rate derivative. The unrealised
change in the value of financial instruments was largely due to the shorter
duration of the interest-rate derivatives portfolio.

The foreign exchange derivatives obtained during the year had a
negative impact of SEK 10 million (-9) on profit. At period-end, the average
duration of the interest-rate derivatives was 3.4 years (4.0). At year-end, the
10-year swap rate was 1.1 per cent (1.2).

Notes 10-11 @ 105



Note 12 Tax

Group Parent Company

2018 2017 2018 2017
Recognised profit before tax 3,594 3,131
Current tax -35 -63 - -32
Deferred tax -466 -477 58 4
Tax attributable to prior years -1
Total tax in -502 -540 58 -28
the income statement

Group Parent Company

Tax expense analysis 2018 2017 2018 2017
Recognised profit before tax 3,594 3,131 427 136
Reversal of profit from -11 -1 - -
associated companies
Profit before tax excluding 3,583 3,130 427 136
profit or loss from associat-
ed companies
Expected tax expense at -788 -689 -94 -30
Swedish rate
Difference in foreign 61 39 - -
tax rates
Tax attributable to prior -1 -
years
Effect of changed tax rate** 174 - -2 -
Tax effect of
Impairment of capitalised -7 - - -
tax-loss carryforwards
Utilisation of uncapitalised 2 5 - 3
tax-loss carryforwards
Non-taxable sales 39 100 49 37
Impairment of participa- - - -13 -41
tions
Non-deductible expenses -2 -1 - -
Other tax adjustments 21 4 -2 3
Dividends - - 119 -
Income from limited - - 1 -
partnership
Recognised tax expense -502 -540 58 -28
Effective tax rate -14% -17% 14% -21%

106 @ Notes 12-13

Expected tax expense at current rate refers to the tax payable if tax was
estimated on the recognised result without tax adjustments. The Group’s
tax expense accounts for 14 per cent (17) of consolidated profit before tax.
Tax expense is calculated using the current tax rate, which is 22 per cent in
Sweden, 20 per cent in Finland and 16 per cent in Germany.

Group Parent Company
Deferred tax recognised
in the income statement 2018 2017 2018 2017
Derivatives* -57 -39 62 -
Investment properties -583 -438 -2 4
Untaxed reserves 9 -8 - -
Tax deficit -9 8 — .
Effect of changed tax rate** 174 - -2 -
Total deferred
tax recognised in the
income statement -466 -477 58 4
Group Parent Company
Deferred tax recognised
in the balance sheet 2018 2017 2018 2017
Derivatives* -58 -120 -58 -
Investment properties 3,116 2,701 25 25
Untaxed reserves 24 33 - -
Tax deficit -15 -23 - .
Total deferred
tax recognised in
the balance sheet 3,067 2,591 -33 25

* The derivatives were recognised at 31 Dec 2017 in the Group. At 1 Jan
2018, the derivatives were transferred to the Parent Company

**Effect of the changed tax rate in Sweden, from 22.0 per cent to 20.6 per

cent

Deferred tax assets related to losses utilised after more than 12 months
amounted to SEK 13 million (18) in the Group, and SEK - (-) in the Parent
Company. Deferred tax liabilities utilised after more than 12 months
amounted to SEK 3,140 million (2,734) in the Group, and SEK 25 million (25)
in the Parent Company. Non-recognised receivables on losses amounted to
SEK 20 million (9), of which losses corresponding to a tax receivable of SEK
15 M (7) have an unlimited life. Of the recognised closing losses, an amount
of SEK 7 million (16) has an unlimited life.

Note 13 Capitalised development

expenditure
Group Parent Company

2018 2017 2018 2017
Accumulated cost, 8 5 8 5
opening balance
Acquisitions = 3 - 3
Reclassified -3 — -3 —
Total 5 8 5 8
Accumulated amortisation, -3 -2 -3 -2
opening balance
Amortisation for the year 1 1 1 1
Total -4 -3 -4 -3
Market value, closing balance 1 5 1 5



Note 14 Investment properties

Group 31 Dec 2018 31 Dec 2017
Market value, opening balance 38,883 33,629
Acquisitions 3,135 2,668
Investments in new construction, extension and 2,660 2,190
refurbishment

Divestments -867 -1,587
Disposals -44 -6
Exchange-rate fluctuations 381 228
Unrealised value changes 2,088 1,761
Market value, closing balance 46,236 38,883
of which recognised in profit for the year 2,060 1,682

At 31 December 2018, the estimated market value, corresponding to the
carrying amount, totalled SEK 46,236 million (38,883). Total value change
amounted to SEK 7,353 million (5,254), corresponding to 18.9 per cent
(15.7). The value change compared with a comparable portfolio represents
an increase of 6.0 per cent (5.6). The table below shows the estimated
market value per property category and segment.

Significant obligations

Hemso has the following significant obligations in relation to the acquisition
and divestment of investment properties: The company acquired five
properties in Germany for SEK 460 million that will not be transferred

until the fourth quarter of 2019 and one property for SEK 2,062 million

in Finland that will be transferred in the first quarter of 2019. In Sweden,
Hemso acquired three properties for SEK 65 million that will be transferred
in 2019. Hemso divested four properties in Sweden for a total amount of
SEK 291 million, of which one will be transferred in the first quarter of 2019,
one in the third quarter of 2019, one in the fourth quarter of 2020, and the
last property in the second quarter of 2021. Hemso also has an obligation
to complete ongoing development projects, in which the remaining
investment is SEK 3,848 million (3,687).

Valuation method

Hemso determines the value of a property using internal valuations that
are conducted quarterly and are an integral part of Hemsd’s business
process. The market value of each property is assessed individually. The
valuation method uses a 20-year cash flow analysis, based on the property’s
net operating income. Opening value-impacting factors, such as yield
requirement, are assessed using the location-based pricing method. The
location’s market rental rate and long-term vacancy rate are also assessed.
Each property is assessed using property-specific value-impacting events,
such as newly signed and renegotiated lease agreements, terminated leases
and investments. The valuations have accounted for the highest and best
use of the properties.

Changes to the unobservable inputs used in the valuations during the
period are analysed by management at each closing date against internally
available information, information from completed and planned transac-
tions and information from external valuers.

The valuation method therefore complies with Level 3 of the fair value
hierarchy in IFRS 13. No properties have been transferred to other fair
value hierarchies. The same valuation method is applied for all of Hemsd's
properties. Hemso recognises its investment properties in Sweden at an
internally assessed fair value in accordance with IAS 40 and, at 31 December
2018, had conducted internal valuations of all Swedish properties.

External valuations are used to determine the value of Hemsd’s property
portfolios in Germany and Finland, with individual internal adjustments.
Buildings under construction for future use as investment properties are
recognised at fair value in accordance with IAS 40 with consideration for
project risk and deductions for remaining investments.

Market value refers to the price that would probably be received if the
property was put up for sale in a free and open market, without party
relations and undue pressure. The valuation yield and future earnings
capacity of the property have been determined in a coherent manner and
applied consistently in the valuations.

Property value per property category and segment at 31 December 2018, SEK million

Long-term

Long-term valuation

Property value, No. of Rental value, Occupancy rate, Leasable valuation yield,

SEK million properties SEK million area, tsqm yield, % average, %

Nursing home 2,952 19 178 98.7 104 4.15-5.75 4.56
Education 4,943 43 279 99.6 137 4.00-6.50 4.99
Health care 5,574 20 259 93.8 124 3.80-7.25 5.32
Justice system 1,289 1 81 97.0 35 5.00-5.00 5.00
Sweden East 14,758 83 797 98.1 400 3.80-7.25 4.97
Nursing home 607 7 42 96.1 33 4.20-7.25 4.94
Education 1,429 12 99 98.4 88 5.10-7.50 5.89
Health care 1,577 33 152 92.3 119 4.75-8.50 6.55
Justice system 224 3 20 99.9 15 5.50-5.75 5.62
Sweden West 3,837 55 313 94.4 255 4.20-8.50 6.20
Nursing home 5,353 52 309 99.2 246 4.25-6.10 4.99
Education 3,194 26 158 99.2 109 4.85-8.50 5.58
Health care 215 4 18 99.3 11 5.50-6.00 5.78
Justice system 1,504 4 103 99.3 56 4.65-5.90 5.43
Sweden Central/North 10,266 86 588 99.2 422 4.25-8.50 5.21
Nursing home 1,912 26 124 99.8 83 4.40-6.00 4.89
Education 2,477 17 170 97.1 109 3.40-7.25 5.44
Health care 121 3 10 97.0 7 5.15-6.25 5.72
Justice system 273 3 22 100.0 10 4.90-5.80 5.35
Sweden South 4,783 49 326 98.7 209 3.40-7.25 5.17
Nursing home 5,728 43 321 99.9 221 4.40-6.35 4.96
Education 1,240 4 62 100.0 22 4.55-5.25 4.91
Justice system 272 4 16 100.0 23 4.10-5.70 4.83
Germany 7,240 51 399 99.9 266 4.10-6.35 4.95
Nursing home 2,402 29 135 96.1 73 4.90-7.00 5.52
Education 2,473 8 153 99.1 90 4.00-5.75 4.92
Health care 358 3 26 100.0 12 5.50-7.20 6.10
Justice system 119 1 15 100.0 5 6.30-6.30 6.30
Finland 5,352 41 329 97.1 180 4.00-7.20 5.48
Nursing home 18,954 176 1,109 99.6 760 4.15-7.25 5.01
Education 15,756 110 921 98.6 555 3.40-8.50 5.26
Health care 7,845 63 465 95.1 273 3.80-8.50 6.05
Justice system 3,681 16 257 97.4 144 4.10-6.30 5.32
Total 46,236 365 2,752 98.3 1,732 3.40-8.50 5.28
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Yield requirement assumptions

The yield requirement is individually assessed for each property and

based on underlying assumptions of real interest rates, inflation and risk
premiums. The yield requirement is individual for each property and based
on the location of the property, the characteristics of the location and

the intended use of the property. Additional parameters that are taken
into account include the appropriateness and design of the premises, the
standard and condition of the property, the lease term and type of tenant.
The yield requirements applied have been determined on the basis of
Hemsd's knowledge of completed transactions in the markets in which

Hemso operates, and in bidding processes in which Hemso has participated.

The yield requirement is used to discount the estimated 20-year future
cash flow. The residual value is discounted using the yield requirement less
growth corresponding to inflation. The average property yield of Hemsd’s
internal valuations, excluding development properties, is 4.9 per cent (5.2).

Cash flow assumptions

When assessing the future earnings capacity of each property, the existing
lease portfolio has been analysed. The current lease agreement is used

to calculate future rental income for each property. Rental income for
future lease periods, and for vacant premises, is calculated on the basis of
individual assessments of market rent and the long-term vacancy rate for
each property.

The operating costs of the properties are assessed on the basis of
historical costs. Costs for site leaseholds and property tax are assigned
using actual costs, while maintenance costs are assessed on the basis of a
building’s age, maintenance status and intended use.

Average cash flow assumptions on 31 December 2018, year 1

Rental value, SEK/sqm 1,589
Operating and maintenance costs, SEK/sqm -351
Vacancy rate, % 1.7%

Uncertainty range and sensitivity analysis
Property valuation is the result of an estimate of the value of a particular
property value at a given date. The market value of investment properties
is calculated using assumptions of expected rental income, property costs,
economic vacancy and yield requirement. These factors vary depending on
the economy, demand for properties and interest rates. Internal valuations
assume an uncertainty range of +/- 5 per cent, corresponding to values
between the range of SEK 43,924-48,548 million (36,939-40,827). In the
sensitivity analysis, net operating income has been adjusted +/- 5 per cent
one to show how the cash flow change affects the total value. Similarly, the
yield requirement has been adjusted +/- 0.1 of a percentage point to show
how the overall value is affected.

The sensitivity analysis provides a schematic view of the effect of
input parameters on the value. One isolated parameter rarely changes so
the various assumptions regarding cash flow and yield requirement are
interconnected.

Sensitivity analysis

Valuation effect,
Change SEK million

+/-2,312
-1,027/+1,075

Net operating income +/-5%

Yield requirement +/- 0.1 percentage point

External valuation

To quality-assure the internal valuation, 353 properties, comprising 50
properties in Germany and 40 in Finland, and corresponding to 95 per cent
of the portfolio’s value, were valued by external, independent valuers.
Savills performed the valuation of the Swedish portfolio, CBRE the German
portfolio, and Newsec the Finnish portfolio. A full valuation was performed
on 112 of the 353 properties, including a physical inspection. A desktop
valuation was performed on the remaining properties. During the year, 16
properties were acquired in Sweden, eight in Germany and five in Finland.
External valuations had not been performed on seven of the acquisitions
in Sweden, and five development projects in early stages, by the end of the
2018 financial year.

According to the external valuations, the estimated market value totalled

SEK 44,787 million. Hemso's valuation of the same properties amounted

to SEK 43,800 million. This represents a net deviation of SEK 987 million,
corresponding to a deviation of 2.25 per cent. The deviation was mainly
attributable to the assessment of risk in ongoing development projects and
lies within the approved uncertainty range of +/- 5 per cent.
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Note 15 Equipment

Group

Parent Company

31 Dec 2018 31 Dec 2017 31 Dec 2018 31 Dec 2017

Accumulated cost, 9 9 7 7
opening balance

Acquisitions 1 - 0 -
Divestments - - - —
Total 10 9 7 7
Accumulated deprecia-

tion, opening balance -8 -8 -6 -6
Depreciation for 0 - 0 -
the year

Total -8 -8 -6 -6
Market value, closing

balance 2 1 1 1



Note 16 Participations in Group companies

Carrying amount at period-end. Specification of the company’s holdings of shares and participations in Group companies.

Parent Company

Participation, %

Carrying amount

Subsidiary Corp. Reg. No. Reg. office Country Direct Indirect 31 Dec 2018
Hemso Vardfastigheter AB 556657-9958 Stockholm Sweden 100.0 675
Fastighets AB Fordonsskolan 556691-2654 Stockholm Sweden 100.0 177
Russeliana AB 556686-3733 Stockholm Sweden 100.0 63
Tipton Erik AB 556617-6128 Stockholm Sweden 100.0 13
Hemso Banken AB 556718-3396 Stockholm Sweden 100.0 115
Hemso Tavlan 08 AB 556746-9852 Stockholm Sweden 100.0 22
Fastighets AB Beckomberga 1:12 556753-3780 Stockholm Sweden 100.0 29
Hemso Vreten AB 556417-3952 Stockholm Sweden 100.0 459
Arlingheden Fastighets AB 556761-3756 Stockholm Sweden 100.0 1
Hemso Draget Fastigheter AB 556340-0869 Stockholm Sweden 100.0 43
Nya Vilunda Fastighets AB 556781-6789 Stockholm Sweden 100.0 -
Hemso Képing Fastigheter AB 556845-8912 Stockholm Sweden 100.0 11
Hemso Dona Fastigheter AB 556795-8987 Stockholm Sweden 100.0 28
Hemso Botkyrka Fastigheter AB 556786-3427 Stockholm Sweden 100.0 13
Hemso Krokslatt Fastighets AB 556259-2815 Stockholm Sweden 100.0 23
Hems6 Gransangaren Fastighet AB 556591-2994 Stockholm Sweden 100.0 40
Hemso Rosengard AB 556709-9205 Stockholm Sweden 100.0 42
Hemso Patienthotell AB 556709-9206 Stockholm Sweden 100.0 35
Hemso Upplands Vasby Fastigheter AB 556911-7855 Stockholm Sweden 100.0 -
Hemsé Ost B AB 556610-9103 Stockholm Sweden 100.0 58
Hemso Cullberg Holding AB 556932-8080 Stockholm Sweden 100.0 -
Hemso Bathojden AB 559079-7642 Stockholm Sweden 100.0 -
Hemso Nackavillan AB 559079-7600 Stockholm Sweden 100.0 -
Hemso Skolfastigheter AB 556537-6901 Stockholm Sweden 100.0 491
Bokbacken Fastigheter AB 556340-5538 Stockholm Sweden 100.0 1,234
Hemsd Oresund KB 969647-9295 Stockholm Sweden 99.0 1.0 3
Forvaltningsbolaget Krokslatt KB 969601-3839 Stockholm Sweden 10.0 90.0 21
Forvaltningsbolaget Hanen 4 KB 969601-3862 Stockholm Sweden 10.0 90.0 23
Bokbacken Fastigheter Fiskeback KB 916850-4570 Stockholm Sweden 10.0 90.0 43
Bokbacken Fastigheter Solskiftet KB 916434-5549 Stockholm Sweden 10.0 90.0 41
KB S:t Jérgen Aldreboende 969673-1430 Stockholm Sweden 10.0 90.0 21
FB Fair Fyrtiotre KB 916630-7455 Stockholm Sweden 1.0 99.0 32
Bjolahemmet KB 916849-3212 Stockholm Sweden 1.0 99.0 16
Hemso Britsen AB 556718-3388 Stockholm Sweden 100.0 9
Krusleden Fastighets AB 556712-4986 Stockholm Sweden 100.0 9
Ystad Liv 1 Fastighets AB 556640-8737 Stockholm Sweden 100.0 29
Hemso Hissen 08 AB 556746-9837 Stockholm Sweden 100.0 470
Hemso Klockarkarleken AB 556750-0862 Stockholm Sweden 100.0 78
Hemso Valsatra AB 556761-3749 Stockholm Sweden 100.0 5
Hemso Soderport AB 556752-5554 Stockholm Sweden 100.0 36
Hemso Beckomberga Fastigheter AB 556617-6151 Stockholm Sweden 100.0 1
Hemso Development AB 556873-8529 Stockholm Sweden 100.0 -
Hemso LSS fastigheter Holding 556923-9527 Stockholm Sweden 100.0 -
Hemso Intende AB 556802-4789 Stockholm Sweden 100.0 4
Hemso Norden KB 969769-2961 Stockholm Sweden 50.0 -
Hemso Komplementar AB 556951-8086 Stockholm Sweden 50.0 -

Hemso6 Haggen KB 969769-2920 Stockholm Sweden 50.0 -

Hemso Nacka 1 KB 969780-4194 Stockholm Sweden 100.0 -

Hemsé Aldreboende KB 969781-6206 Stockholm Sweden 100.0 .

Hemso Norrbottenfastigheter KB 969780-9839 Stockholm Sweden 100.0 -

Hemso Baggen AB 556709-6812 Stockholm Sweden 100.0 27
Hemso Vreten AB 559132-9775 Stockholm Sweden 100.0 -
Hemso Norrahammar AB 559132-9783 Stockholm Sweden 100.0 -
Hemso Jagaren AB 559132-9684 Stockholm Sweden 100.0 -
Hemso Jungfruholmen Holding AB 556937-6493 Stockholm Sweden 100.0 -
Hemso Jungfruholmen HB 916585-3921 Stockholm Sweden 100.0 -
Hemso Kvillebacken AB 556874-5292 Stockholm Sweden 100.0 29
Hemso6 Medicinaren AB 556822-2359 Stockholm Sweden 100.0 236
Hemso Sandudden Fastigheter AB 556928-1958 Stockholm Sweden 100.0 4
Hjarup Fastighets AB 556973-2752 Stockholm Sweden 100.0 -
Hemso Haradshovdingen AB 556761-9035 Stockholm Sweden 100.0 5
Hemso Tegen AB 556761-8938 Stockholm Sweden 100.0 288
Fastigheten Hélsan AB 556658-9510 Stockholm Sweden 100.0 45
Hemso Centrumhuset i Goteborg AB 556991-6249 Stockholm Sweden 100.0 6
Alexander Holding 1 AB 556989-1491 Stockholm Sweden 100.0 -
Hemso Sandbypark 1 AB 559128-7122 Stockholm Sweden 100.0 -
Hemso Sandbypark 2 AB 559128-7130 Stockholm Sweden 100.0 -
Bla Kruset 1 AB 556989-0014 Stockholm Sweden 100.0 -
Hemso Gavle Norrtull AB 559085-6943 Stockholm Sweden 100.0 -
Hemso Benzelius AB 556856-8165 Stockholm Sweden 100.0 -
Bla Kruset 17 AB 556992-5679 Stockholm Sweden 100.0 -
Bla Kruset 9 AB 556989-0089 Stockholm Sweden 100.0 2
Hemso Verkmastaren Holding AB 559083-3926 Stockholm Sweden 100.0 -
Hemso Verkmastaren Fastigheter AB 559042-0534 Stockholm Sweden 100.0 -
Haninge Skola Fastighets AB 559110-7221 Stockholm Sweden 100.0 -
Hemso Juristen 4 AB 556761-9118 Stockholm Sweden 100.0 -
Hemso Bramaregarden 37:1 AB 556761-9134 Stockholm Sweden 100.0 -
Hemso Notariedngen 8 AB 556802-9192 Stockholm Sweden 100.0 -
Bla Kruset 13 AB 556989-0162 Stockholm Sweden 100.0 -
Hemso Solvandan 3 AB 559115-3639 Stockholm Sweden 100.0 -
Hemso Lagerqvist AB 559056-1873 Stockholm Sweden 100.0 -
TKV Fastighets AB 556900-1323 Stockholm Sweden 100.0 188
TKV 2 Fastighets AB 556967-4624 Stockholm Sweden 100.0 316
Hemso Gotland Holding Fastigheter AB 556930-2713 Stockholm Sweden 100.0 -
Hemso Gotland Fastigheter AB 556923-9592 Stockholm Sweden 89.0 11.0 -

Note 16 @ 109



Parent Company

Participation, %

Carrying amount

Subsidiary Corp. Reg. No. Reg. office Country Direct Indirect 31 Dec 2018
Hemso Life Holding AB 559017-8314 Stockholm Sweden 100.0 -
Scandinavian Life Science AB 556761-5082 Stockholm Sweden 50.0 -
Scandinavian Life Science Tva AB 559015-3531 Stockholm Sweden 50.0 -
Oslo Naeringseiendom AS 889,976,152 Hamar Norway 50.0 -
Hemso Huginerva AB 559002-6570 Stockholm Sweden 100.0 96
Hemso Arttiv Fastigheter AB 556745-4979 Stockholm Sweden 100.0 19
Hemso Skarpnéck AB 556757-1186 Stockholm Sweden 100.0 21
Hemso Ystad Tonsattaren AB 559005-5348 Stockholm Sweden 100.0 41
Hemso Skolfastigheter i Jarvastaden AB 559017-4354 Stockholm Sweden 100.0 5
Hemso Borstahusen Fastigheter AB 559017-4586 Stockholm Sweden 100.0 1
Hemso Motala Munken AB 559001-0434 Stockholm Sweden 100.0 33
Hemso Kungshamn Fastigheter AB 556805-3085 Stockholm Sweden 100.0 25
Fastighetsutveckling Lindholmen AB 559011-5233 Stockholm Sweden 100.0 67
KV Mode Fastighetsutveckling AB 559029-6736 Stockholm Sweden 100.0 31
Hemso Sandarna 26:2 AB 556750-6547 Stockholm Sweden 100.0 20
Hemso Stafvre AB 559021-5660 Stockholm Sweden 100.0 31
Hemso Trakolet AB 556652-7049 Stockholm Sweden 100.0 167
Hemso Grillen AB 559027-1994 Stockholm Sweden 100.0 -
Hemso Krusmyntan AB 556963-0246 Stockholm Sweden 100.0 17
Hemso Kopparormen AB 556762-2195 Stockholm Sweden 100.0 15
Hemso Hantverkaren AB 556929-7889 Stockholm Sweden 100.0 68
Hemso Holding AB 556920-8050 Stockholm Sweden 100.0 -
Hemso Hobalen 1 AB 556673-5188 Stockholm Sweden 100.0 -
Hemso Finland AB 556948-0139 Stockholm Sweden 100.0 7
Hemsd Abo AB 556948-0147 Stockholm Sweden 100.0 -
Hemso Abo Fastigheter OY 2584434-9 Helsinki Finland 100.0 -
Kiinteistd OY Turun Lemminkaisenkatu 30 1879924-4 Helsinki Finland 100.0 -

Hemso Samhallsfastigheter Finland AB 556959-2859 Stockholm Sweden 100.0 -
Hemso Samhallsfastighter Finland OY 2601763-6 Helsinki Finland 100.0 -
Kiinteistd OY Hemso Care | Holding 9 2552093-4 Helsinki Finland 100.0 -
Kiinteisté OY Louhelan Hoivakodit 2552379-9 Helsinki Finland 100.0 -
Kiinteistd OY Kuparitie 2 2552080-3 Helsinki Finland 100.0 -
Kiinteistd QY Espoon Kiltakallionrinne 1 2552077-4 Helsinki Finland 100.0 -
Kiinteistd OY Kuopion Koiravedenkatu 10 2552078-2 Helsinki Finland 100.0 -
Kiinteistd OY Espoon Kattilatanhua 6 2552076-6 Helsinki Finland 100.0 -
Kiinteisté OY Vaasan Huvilatie 2 2552091-8 Helsinki Finland 100.0 -
Kiinteistd OY Pitkdniemen R15 2552085-4 Helsinki Finland 100.0 -
Kiinteistd OY Arppentie 6B 2552075-8 Helsinki Finland 100.0 -
Kiinteistd OY Kontinkankaan Kuntoutussairaala 2552100-5 Helsinki Finland 100.0 -
Kiinteistd OY Hovakoti Villa Olavi 2552096-9 Helsinki Finland 100.0 -
Kiinteistd OY Kununkaanlaakson Hoivakoti 2552099-3 Helsinki Finland 100.0 -
Kiinteistd OY Palvelutalo Untuva 2552094-2 Helsinki Finland 100.0 -
Kiinteisto OY Hyvinkaan Haavantie 4 2552097-7 Helsinki Finland 100.0 -
Kiinteisto OY Jamsan Hotellitie 1 2552098-5 Helsinki Finland 100.0 -

Hemso Keskiyontie AB 556986-5495 Stockholm Sweden 100.0 -
Hemso Keskiyontie OY 2650175-1 Helsinki Finland 100.0 -
Kiinteistd OY Helsingin Keskiyontie 6 2536809-8 Helsinki Finland 100.0 -

Hemso Finland Utbildningsfastigheter AB 559016-8950 Stockholm Sweden 100.0 -
Hemso Finland Utbildningsfastigheter OY 2699026-8 Helsinki Finland 100.0 -
Kiinteisto OY Porin Asema-Aukio 0165693-3 Helsinki Finland 100.0 -
Fastighets AB Academill 1508596-7 Helsinki Finland 100.0 -
Kiinteistd OY Helsingin Arkadiankatu 24 1487244-0 Helsinki Finland 100.0 -
Kiinteistd OY Haapaniemenkatu 6 0117833-7 Helsinki Finland 100.0 -
Kiinteistd OY Nervanderinkatu 13 2871086-4 Helsinki Finland 100.0 -
Kiinteistd OY Pohjoinen Rautatiekatu 9 2871081-3 Helsinki Finland 100.0 -

Hemso Finland Aldreboendefastigheter AB 559010-1688 Stockholm Sweden 100.0 -
Hemsd Finland Aldreboende OY 2713978-2 Helsinki Finland 100.0 -

Koy Kangasalan Herttuatar 2713658-1 Helsinki Finland 100.0 -
Kiinteistd OY Tampereen Tilkonmaenkatu 2 2734576-2 Helsinki Finland 100.0 -
Kiinteisté OY Klaukkalan Palvelukoti 2730171-9 Helsinki Finland 100.0 -
Kiinteistd OY Lohjan Maksjoen Palvelukoti 2430602-0 Helsinki Finland 100.0 -
Kiinteisto OY Pélkaneen Lastenlinnantie 2751230-5 Helsinki Finland 100.0 -
Kiinteistd OY Tamperen Niemenrannan Johannes 2400537-5 Helsinki Finland 100.0 -
Kiinteistd OY Hameenlinnan Turuntie 13 2729637-4 Helsinki Finland 100.0 -
Kiinteistd OY Espoon Kivennavantie 15 2803647-8 Helsinki Finland 100.0 -
Kiinteistd OY Avian Eldmankaarikodit 1704871-3 Helsinki Finland 100.0 -
Kiinteistd QY Rettinginpuisto Kaarina 2839609-4 Helsinki Finland 100.0 -
Kiinteistd OY Pirttipuistikko Turkku 2859382-1 Helsinki Finland 100.0 -

Hemso Finland Aldreboendefastigheter Il AB 559026-2068 Stockholm Sweden 100.0 -
Hemso Finland Aldreboendefastigheter Il OY 2725168-6 Helsinki Finland 100.0 -
Kiinteisto OY Espoon Janismaki 1992386-8 Helsinki Finland 100.0 -
Kiinteistd OY Keravan Terveyslahde 1933749-8 Helsinki Finland 100.0 -
Kiinteistdo OY Oulun Mielikintie 8 2262427-9 Helsinki Finland 100.0 -

Hemso Storaker Finland AB 556989-0139 Stockholm Sweden 100.0 -
Hemso Storaker Finland OY 2734709-8 Helsinki Finland 100.0 -
Kiinteistd OY Espoon Suurpellon Pusitokatu 2755679-7 Helsinki Finland 100.0 -
Kiinteisté Oy Espoon Suotie 4 2758356-8 Helsinki Finland 100.0 -

Hemso Réttsvasendefastigheter Finland AB 559088-4267 Stockholm Sweden 100.0 -
Hemso Rattsvasendefastigheter Finland OY 2730030-2 Helsinki Finland 100.0 -
Karistonkulma OY 0507064-9 Helsinki Finland 100.0 -

Hemso Finland JV Holding AB 559122-5841 Stockholm Sweden 100.0 -
Hemso TTP OY 2948694-8 Helsinki Finland 100.0 -
Hemso Germany Fastigheter AB 556843-9771 Stockholm Sweden 100.0 10
Hemso Steglitz GmbH HRB 201253 Munich Germany 100.0 -
Hemso Offenbach GmbH HRB 205413 Munich Germany 100.0 -
Hemso Dresden GmbH HRB 156831 B Munich Germany 100.0 -
Hemsé GmbH HRB 169543 Munich Germany 100.0 -
Schulbau Dabendorf GmbH HRB 31752 P Potsdam Germany 89.9 -
Hemso Asset Mgmt GmbH HRB 165326 Munich Germany 100.0 -
Hemso Vita GmbH HRB 169542 Munich Germany 94.9 -
Hemso Beteilingungs GmbH HRB 170669 Munich Germany 100.0 -
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Parent Company

Participation, %

Carrying amount

Subsidiary Corp. Reg. No. Reg. office Country Direct Indirect 31 Dec 2018
Aveca GmbH & Co KG HRA 39598 B Munich Germany 94.9 -
Hemso Wetter und Rositz GmbH HRB 170964 Munich Germany 94.9 -
Hemso Barssel GmbH HRB 171219 Munich Germany 94.9 -
Hemso Bocholt GmbH HRB 172025 Munich Germany 100.0 -
Hemso Sozialimmobilien Lauterbach GmbH HRB 183667 Munich Germany 100.0 -
Aveca Vermogensverwaltungs GmbH & Co KG HRA 40144 B Munich Germany 100.0 -
Hemso Germany Invest 10 GmbH HRB 217922 Munich Germany 100.0 -
Hemso6 Germany Invest 11 GmbH HRB 224222 Munich Germany 100.0 -
Hemso Germany Invest 12 GmbH HRB 222515 Munich Germany 100.0 -
Hemsd Germany Invest 15 GmbH HRB 234193 Munich Germany 100.0 -
Hemsd Germany Invest Duisburg 16 GmbH HRB 234192 Munich Germany 100.0 -
Hemso Germany Invest Duisburg 17 GmbH HRB 234213 Munich Germany 100.0 -
Hemso Asset Management Duisburg GmbH HRB 234212 Munich Germany 100.0 -
Hemso Germany Invest 20 GmbH HRB 239156 Munich Germany 100.0 -
Sozialcentrum Buttelborn GmbH HRB 240798 Munich Germany 100.0 -
Hemso Germany Invest 13 GmbH HRB 235714 Munich Germany 94.5 -

Total 6,233

Parent Company 31 Dec 2018 31 Dec 2017 During the year, Hemso divested its holdings in the joint venture Vitartes

Accurmulated cost 7504 7288 AB and acquired 50 per cent of the shares and votes in Vitartes’ former
umu

opening balance ! ! ! subsidiaries Scandinavian Life Science AB, Corp. Reg. No. 556761-5082

Acquisitions B 351 and Scandinavian Life Science Tva AB, Corp. Reg. No. 559015-3531. The

Profit from participations in 28 7 remaining 50 per ce.nt is owned by _SveaNorJV Holding AB, Corp. .RegA No.

limited partnerships after dividend 559017»8397..The VlFarteé companies cvonduvct develoPment prOJects for

Shareholder contributions 64 180 the construction of life science properties, with Hemso as their long-term

plvestments — — prOTpherthy wa o Hemsd KB, Corp. Reg. No. 969769-2961, is 50 t

Total 7,562 7,594 e o_ .|ng|n emso KB, Corp. e.g: o: 769- ,is per.cen .

A lated i i ; 1970 1082 The remaining 50 per cent of the participations is owned by the Third Swed-

ccumulated impairment, -1, -1, ) . . .
opening balancep ish National Pension Fund, Corp. Reg. No. 802014-4120. However, Hemso

Impairment for the year 59 188 ;z:stlghets AB,IS ablgengral pzlartnj;,l;nd tt:erefort;e hahs unl\mlteddl|tz:1b\tllty‘folr

Total 1329 1270 e co"m.pany.s obligations. In addition, elpar gs ave agreed that solely

Hemso is entitled to manage the company’s affairs.

Total 6,233 6,324

Note 17 Participations in associated companies

Some of the subsidiaries received shareholder contributions during the
year due to equity depletion. These shareholder contributions were rec-
ognised in the Parent Company as an increase in the value of the shares in the
subsidiaries, which was not matched by an equally large increase in the value
of the shares. This explains most of the impairments made during the year.

Group
Group 31 Dec 2018 31 Dec 2017
Opening balance 101 -
Settlement of share in profit 11 1
Capital contribution - 100
Closing balance 112 101

Carrying amount at period-end. Specification of the company’s holding of shares and participations in

associated companies.

Group

Participation, %

Corp. Reg. Carrying amount
Associated companies No. Reg. office Country Direct Indirect 31 Dec 2018
Lanthem Samhallsfastigheter AB 559000-6036 Stockholm Sweden 50.0 112
Total 112
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Note 18 Accounts receivable

Group
31 Dec 2018 31 Dec 2017

Parent Company

31 Dec 2018 31 Dec 2017

Rent receivable 10 6 - -
Accounts receivable 19 70 0 2
Reserve for doubtful -5 -3 - -
receivables

Total 24 73 0 2

Maturity analysis

An individual assessment of all accounts receivable and rent receivables is
made on a quarterly basis to identify any need for provision.

Provision for doubtful accounts receivable and rent receivables
amounted to SEK 5 million (3), corresponding to 21 per cent (4) of the total
rent and accounts receivable balance.

Not due Due 1-30 days Due 31-60 days Due 61-90 days Due >90 days Total
31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Group
Accounts
receivable 13 62 0 1 0 - 1 - 2 16 63
Rent receivable 3 3 6 5 0 1 0 2 4 2 13 13
Total 16 65 6 6 1 1 2 6 2 29 76
Parent Company
Accounts
receivable — 2 - — — — - — — - - 2
Total - 2 - - - - - - - - - 2

Receivables mainly consist of rent and accounts receivable for which the Group has elected to apply the simplified approach for the recognition of expected
credit losses. This means that a provision is made for the remaining life of the expected credit losses, which is expected to be less than one year for all of the
receivables above. Rent is invoiced in advance, which means that all recognised rent receivables have fallen due. The Group’s provisions for expected credit
losses are based on historical credit losses and forward-looking information. The Group’s customers are a homogeneous group with a similar risk profile, which
is why the credit risk is initially assessed collectively for all customers. Any major single receivables are assessed on a case-by-case basis. Hemso writes off a
receivable when there is no longer any expectation that payment will be received, and when active measures to claim the payment have been concluded.

Note 19 Maturity structure of receivables

Note 21 Tax allocation reserves

Group 31 Dec 2018 31 Dec 2017 Parent Company 31 Dec 2018 31 Dec 2017
Current assets Tax allocation reserve, set aside for taxation in 2018 34 48
Payment due within 1 year 445 480 Tax allocation reserve, set aside for taxation in 2017 - -
Non-current assets Tax allocation reserve, set aside for taxation in 2016 - -
Payment due 1-5 years 135 49 Tax allocation reserve, set aside for taxation in 2015 - -
Total 580 529 Tax allocation reserve, set aside for taxation in 2014 - -

Tax allocation reserve, set aside for taxation in 2013 - -

Tax allocation reserve, set aside for taxation in 2012 - -

Tax allocation reserve, set aside for taxation in 2011 - -
Note 20 Guidelines for management Total 34 a8

of capital

Summary of financial policy

Financing risk Outcome, 31 December 2018

Loan-to-value ratio Maximum 70% 63.3%
Loan maturity At least 2 years 7.9 years
Debt-coverage ratio At least 110% 165%
Secured loans Max. 20% 0.0%
Interest-rate risk
Interest-coverage ratio At least 2.0 (rolling 12-month period) 4.9 ggr
Fixed-rate period Hemsd's average fixed-rate period should range

from 3-8 years 5.9 years
Fixed-rate maturity ~ Max. 40% of fixed-rate periods should mature

within 12 months. 33%
Counterparty risk
Financial instruments Bank with a minimum credit rating of A- (S&P) fulfilled
Currency risk
Currency exposure Max. 20% (in SEK) of the Group’s equity without 11.5%

currency hedging.

The Group’s capital structure primarily consists of interest-bearing liabilities
and equity attributable to Parent Company shareholders. Equity comprises
share capital, other capital contributions and retained earnings. At 31
December 2018, the share capital was divided between 100,001,000 shares
with a par value of SEK 0.01 per share.

Dividend policy

Hemsd's dividend policy is that dividends should amount to half of the

total profit from property management. When determining the dividend
proposal, the Board accounts for such factors as the company’s investment
plans, consolidation needs and financial position in general.
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Note 22 Interest-bearing liabilities

Carrying amount Carrying amount

Group 31 Dec 2018 31 Dec 2017
Statement of financial position

Interest-bearing liabilities - -
Loans from minority interests - -
Bond loans 23,679 20,317
Commercial papers 4,449 4,038
Bank loans 1,600 1,220
Total 29,728 25,575
Amount, opening balance 25,575 22,483
Borrowings 8,463 8,470
Loan repayment -5,123 -4,565
Commercial papers 411 -1,000
Exchange-rate differences 402 187
Liabilities, closing balance 29,728 25,575

At period-end, Hemsd’s external debt portfolio amounted to SEK 29,728 mil-
lion (25,575). The external debt portfolio comprised secured bank loans of
SEK 0 million (1,220), an outstanding commercial paper of SEK 4,449 million
(4,038) and unsecured bond loans of SEK 23,679 million (20,317). Available
liquidity amounted to SEK 13,150 million (11,854), of which bank deposits
SEK 450 million (1,134), SEK 12,700 million (10,720) in undrawn credit
facilities. In addition to the external liabilities, loans from minority interests
amounted to SEK 0 million (0). At the closing date, Hemsd's average interest
rate was 1.3 per cent (1.5).



Group Parent Company
Liabilities 2018 2017 2018 2017
Interest-bearing loans due
within one year of the
closing date 7,994 6,691 7,994 6,691
Other non-interest-bearing
liabilities due within 1 year
of the closing date - - - -
Interest-bearing loans due
within 1-5 years of the
closing date 8,149 9,726 8,149 8,506
Interest-bearing loans due
later than 5 years after the
closing date 13,585 9,158 13,585 9,158
Total excluding deferred
tax liabilities and interest-
rate derivatives 29,728 25,575 29,728 24,355
Loan maturity and fixed-rate period
Loan maturity Fixed-rate period
Maturity Credit Drawn,
year agreement, SEK million Share, % SEK Share, %
SEK million million
2019 3,545 3,545 14.0 9,744 32.8
2020 11,300 3,300 13.1 1,349 4.5
2021 4,804 2,604 103 2,250 7.6
2022 945 945 3.7 200 0.7
2023 3,300 800 3.2 1,500 5.0
2024 500 500 2.0 2,000 6.7
2025 0 0 0.0 0 0.0
2026 5,914 5,914 23.4 5114 17.2
2027 0 0 0.0 0 0.0
2028 100 100 0.4 0 0.0
2029 3,279 3,279 13.0 3,279 11.0
2030 482 482 19 482 1.6
2031 0 0 0.0 0 0.0
2032 860 860 3.4 860 29
2033 1,370 1,370 5.4 1,370 4.6
2034- 1,580 1,580 6.3 1,580 5.3
Total 37,979 25,279 100.0 29,728 100.0
Commercial papers 4,449
Total 29,728
Maturity structure, derivative instruments
Interest at
maturity
Maturity year Interest, % SEK million Share, %
2019 -0.20 1,150 18.1
2020 -0.48 400 6.3
2021 0.95 1,000 15.7
2022 0.00 0 0.0
2023 1.51 2,300 36.2
2024 2.82 1,500 23.6
Total 1.30 6,350 100.0
Effect on

net financial items
(12 months), SEK

Sensitivity analysis, interest-rate fluctuations million
The loan portfolio’s average interest rate, +/-1 percentage +/-297
point

Short-term market rate (< 3 months), +1 percentage point -84
Short-term market rate (< 3 months), —1 percentage point 69

Financial risks and risk management

Hemsd's financing activities are conducted in accordance with the finance
policy established by the Board, which regulates the frameworks and guide-
lines for Hemsd's financing and treasury management. The Group’s financial
transactions and risks are managed centrally by the Group’s Treasury

Unit. The finance policy outlines the overall delegation of responsibilities
for financing activities, and the relevant mandates and limits for Hemsé’s
financial risk management.

Financing risk

Financing risk is the risk of not being able to access the capital required by
Hemsd’s operations, or that financing can only be obtained at a significantly
higher cost.

Much of Hemso’s capital is secured through external borrowing. As these
loans mature, they must be repaid or renewed. The conditions for Hemso
to refinance the loan facilities on acceptable terms as they expire depend
on the amount of credit available in the market, Hemsd’s financial position
and the market’s credit risk margins on those dates. Hemsd has credit
agreements with several banks, a well-balanced maturity spread and is
active in the capital market to achieve a diverse supply of capital.

Interest-rate risk

Interest-rate risk is the risk that market-rate fluctuations will have a
negative impact on Hemsd’s cash flow, or on the fair value of financial
assets and liabilities.

Hemsd's interest expense is the Group’s largest single cost item. Interest
expense is mainly affected by current market rates, lenders” margins and
the strategy that Hemso chooses for fixed-rate periods. The management
of Hemso’s interest-rate risk includes interest-rate derivatives with a range
of maturities to extend the loan portfolio’s fixed-rate period and thereby
achieve stable and more predictable net financial items.

Counterparty risk

Counterparty risk is the risk that a financial counterparty cannot fulfil all
or some of its obligations. This includes interest-rate derivatives, long and
short-term credit agreements and the investment of temporary liquidity
surpluses. Hemso only enters into transactions with counterparties with
high credit ratings.

Currency risk

Currency risk is the risk that exchange-rate fluctuations will affect Hemsd's
income statement and balance sheet. Hemsd'’s currency risk is limited to
EUR and pertains to the properties owned by the Group in Germany and
Finland. The foreign properties are financed with external financing in EUR,
which minimises risk.

Hemso owns 41 (36) properties in Finland and 51 (43) properties in
Germany, entailing EUR exposure. The properties are financed with equity,
intra-Group loans and external loans. On 31 December 2018, external inter-
est-bearing liabilities in EUR corresponded to SEK 11,075 million (8,717).

At the same date, the market value of the properties in Finland and
Germany was SEK 12,592 million (8,663). Hemsd's bank deposits in EUR
amounted to a corresponding value of SEK O million. Net exposure on 31
December 2018, defined as property assets and cash less interest-bearing
liabilities in EUR was restated to SEK 1,517 million, representing 11.5 per
cent of the Group’s equity.

Since Hemso applies IAS 21, most of the company’s exchange-rate
effects are recognised directly in equity. Hemsd’s EUR bonds of EUR 1,083.5
million under the EMTN programme were hedged against net investments
in foreign subsidiaries. Only a small portion of the exchange-rate effects are
recognised in profit or loss.

A 10-per cent value change would have an impact of +/- SEK 33 million on
profit from property management.

Liquidity risk

Liquidity risk is the risk of not having access to cash and cash equivalents or
credit facilities to meet payment commitments. Hemsd’s payment commit-
ments mainly comprise the ongoing costs of operation and maintenance,
investments, interest expense and debt repayments. Hemso has a liquidity
buffer and performs regular liquidity forecasts to increase predictability
and ensure sufficient time to meet loan maturities and other major payment
obligations.
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Hedging instruments and hedge accounting
At 31 December 2018, the Group’s holdings of debt in foreign currency

Effects of hedge accounting on Translation reserve

financial position and results

o - ) - - Reconciliation of translation reserve 2018 2017
were distributed between the following underlying amounts and maturities.
Opening carrying amount 104 73
Maturi.ty analysis, hedging instruments Currency translation effects from net 138 80
S . e . . . . i t ts in foreij ti
Hedging instruments identified in hedging relationships at 31 investments fn forelgn operations
December 2018 Revaluation of debt in foreign currency -116 -49
' identified as hedging instruments
Total additional items recognised in 22 31
Total other comprehensive income
Due 5-10 nominal Closing carrying amount, entirely attrib- 126 104
Group 1-5 years years 10 years amount utable to continuous hedging
Debt inforeigr! currency = *Translated to SEK million at the closing rate.
currency hedging of net invest-
ments in foreign operations
EUR debt, nominal amount* - 2,006 2,341 4,347

*Translated to SEK million at the closing rate.

Effects of hedge accounting on financial
position and results - Current hedging

Hedging instruments identified in hedging

The period - change in fair value,

relationships relationships at 31 December 2018 for measurement of ineffectiveness
Balance sheet
SEK million Nominal amount  Carrying amount item Hedging instrument  Hedged item
Currency hedging of net investments in
foreign operations
Interest-
Debt in foreign currency 4,347 4,290 bearing liabilities -116 116

*Translated to SEK million at the closing rate.

The hedge ratio is 1:1 for all of the Group’s hedges.
The Group did not recognise any ineffectiveness during the period.

Hedge accounting

Hemsd is exposed to currency risk through the company’s investments in
Finland and Germany. This currency risk is managed by financing assets

in EUR with external loans in EUR. The Group applies hedge accounting
according to IAS 39 for loans intended to hedge currency risk in net
investments in foreign operations. The loans are measured at the closing
rate. To the extent an effective hedge relationship exists, the exchange rate
change on loans is recognised in other comprehensive income, and thereby
offsets exchange-rate changes in net investments in foreign operations.
Exchange-rate changes in the ineffective portion of a hedge relationship are
recognised immediately in net financial items in the income statement.
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Hedges are designed so that they can be expected to be effective — a financial
connection is expected because the hedging instrument offsets changes in
the fair value of exchange rates in the hedged item. The financial connection
is preferably determined by a qualitative analysis of the critical terms of the
hedge relationship. Sources of hedging ineffectiveness include the risk that
the hedged volume in hedging instruments exceeds the net investment. The
Group monitors the currency exposure of net investments on a regular basis,
and hedge accounting is only applied to a proportion of the total exposure,
which is why the risk of ineffectiveness is considered low.



Note 23 Financial assets and liabilities

Group

Hemso assesses that there is no significant difference between the fair value
and carrying amount of financial assets and liabilities, with exception for the
company’s bonds. Loans and accounts receivable are financial assets that are
not derivatives, that have fixed or determinable payments and are not quoted
in an active market. These assets are measured at amortised cost. These
assets are due within one year and no negative values are untaxed.

Other financial liabilities are recognised at amortised cost, since the
liabilities accrue variable interest rates.

Derivatives are recognised at fair value and measured within Level 2
under IFRS 13. The loans and accounts receivable category consists of
other non-current receivables, accounts receivable and other receivables
and amounted to SEK 606 million (553). Other financial liabilities consist of
bond loans, commercial papers, liabilities to credit institutions, accounts
payable and other liabilities and amounted to SEK 30,826 million (26,747).
The fair value of Hemsd's bonds was SEK 23,100 million, compared with
their carrying amount of SEK 23,680 million. Financial assets and liabilities
measured at fair value through other comprehensive income consisted of
derivatives and amounted to SEK 281 million (544).

Parent Company

The loans and accounts receivable category consists of other non-current
receivables, accounts receivable and other receivables and amounted to
SEK 27,042 million (20,628). Other financial liabilities consist of liabilities to
credit institutions, accounts payable and other liabilities and amounted to
SEK 30,184 million (24,519).

Note 24 Pledged assets

Group Parent Company

31 Dec 2018 31 Dec 2017 31 Dec 2018 31 Dec 2017

Property mortgages 4,487 4,330 - -
Participations - - - -
in Group companies

Receivables from - - 4,312 2,604
subsidiaries

Total 4,487 4,330 4,312 2,604

The assets are mainly pledged for bank loans. Loan agreements usually
include obligations related to the interest-coverage ratio and loan volume
in relation to the fair value of the properties.

Note 25 Contingent liabilities

Group Parent Company

31 Dec 2018 31 Dec 2017 31 Dec 2018 31 Dec 2017

Liability as partner - - 10 120
in unlimited/limited
partnerships

Guarantees on behalf - - 166 3,599
of Group companies
Total - - 176 3,719

Commitments leading to expenses for restoring contaminated soil or

other environmental obligations for owned properties may arise in the
future. Expenses may arise, for example, in the form of additional costs in
connection with new construction or extensions, or price discounting on
the sale of a property. The assessment of any future amounts is not possible
at this stage.

Hemso is involved in a number of minor disputes with tenants, mainly
regarding ongoing management issues, which may result in future obliga-
tions. Expenses may arise, for example, in the form of advisory costs related
to negotiations. The assessment of any future amounts in relation to these
disputes is not possible at present.

Note 26 Supplemental disclosures of cash

flow information

Group 2018 2017
No funds other than cash and bank balances are

included in the cash and cash equivalents item

Cash flows

Interest received 2 2
Interest paid 372 310
Acquisition of subsidiaries

Acquired assets and liabilities

Investment properties 823 763
Financial receivables - 3
Operating receivables 1 0
Total assets 824 766
Deferred tax liabilities - -
Operating liabilities 0 88
Total liabilities 0 88
Proceeds paid, shares -511 -564
Proceeds paid, repayment of loans -317 -119
Additional: Cash and cash equivalents 4 5
in the acquired operations

Effect on cash and cash equivalents -824 -678
— acquisition of properties via companies

Effect on cash and cash equivalents — -2,311 -4,179
direct acquisition of properties

Acquisition of properties -3,135 -4,857
Divestment of subsidiaries

Divested assets and liabilities

Investment properties 816 1,587
Financial receivables 0 -
Operating receivables 57 5
Total assets 873 1,592
Deferred tax liabilities 4 3
Operating liabilities 21 50
Total liabilities 25 53
Purchase price received, shares 481 780
Proceeds received, repayment of loan 407 690
Less: Cash and cash equivalents in the divested -68 0
operation

Effect on cash and cash equivalents 820 1,470
— divestment of properties via companies

Effect on cash and cash equivalents

— direct divestment of properties 51 0
Divestment of properties 871 1,470
Group 2018 2017
Adjustment for non-cash items

Depreciation/amortisation and impairment 2 2
Exchange differences, unrealised 27 -134
Capital gains/losses on divestment of properties -11 82
Other 20 -2
Total 38 -52
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Group

Items affecting Items not affecting

cash flow cash flow
Specification of changes in liabilities New Loan Exchange-rate
attributable to financing activities 31 Dec 2017 loans repayment fluctuations 31 Dec 2018
Non-current interest-bearing liabilities 18,884 3,851 -1,393 394 21,736
Current interest-bearing liabilities 6,691 4,611 -3,318 8 7,992
Total interest-bearing liabilities 25,575 8,462 -4,711 402 29,728
Parent Company 2018 2017
No funds other than cash and bank balances are
included in the cash and cash equivalents item
Cash flows
Interest received 82 161
Interest paid 393 334
Parent Company 2018 2017
Adjustment for non-cash items
Depreciation/amortisation and impairment 61 190
Loss from divestment of participations -223 -168
Loss from participations in -28 -23
unlimited/limited partnerships
Other items 74 29
Total -116 28
Parent Company
Items affecting Items not affecting
cash flow cash flow
Specification of changes in liabilities New Loan Exchange-rate
attributable to financing activities 31 Dec 2017 loans repayment fluctuations 31 Dec 2018
Non-current interest-bearing liabilities 17,663 3,851 - 394 21,908
Current interest-bearing liabilities 6,691 4,611 - 3,490 8 7,820
Total interest-bearing liabilities 24,354 8,462 -3,490 402 29,728

Note 27 Related-party transactions

Parent Company

During the year, dividends totalling SEK 539 million (0) were paid to the Par-
ent Company. See Note 9 regarding Profit/loss from participations in Group
companies. The Parent Company leases office space from subsidiaries on
market terms. Of the company’s total purchasing and sales measured in
SEK, O per cent (0) pertains to purchases and 100 per cent (100) to the net
sales of other Group companies.

Parent Company owners

In 2018, dividends totalling SEK 657 million were paid to the Parent
Company’s owners —the Third Swedish National Pension Fund and AB
Sagax. Hemso has an underwriting commitment of SEK 4,000 million from
the Third Swedish National Pension Fund.

Board of Directors

For information about remuneration, see Note 7. No Board member was
directly or indirectly involved in any business transaction with Hemso as
counterparty. For a presentation of the Board of Directors, refer to page 87.

Group Management

For information about remuneration, see Note 7. No senior executive was
directly or indirectly involved in any business transaction with Hemso as
counterparty. For a presentation of Group Management, refer to pages
88-89.

Subsidiaries
Holdings are presented in Note 16.

Associated companies

Holdings are presented in Note 17. Hems6 Holding issued two loans
totalling SEK 71 million to the associated company Lanthem Samhallsfas-
tigheter AB. The loan runs until 31 August 2022, with a 90-day STIBOR rate
+ 2 percentage points. The Group’s profit from participations in associated
companies amounted to SEK 11 million.

116 @ Notes 26-28

Note 28 Accrued expenses and
deferred income

Group Parent Company

31 Dec 2018 31 Dec 2017 31 Dec 2018 31 Dec 2017

Prepaid rental income

411 429 - -
Accrued interest
expense 172 146 119 114
Accrued personnel
costs 17 15 15 12
Accrued project costs - -
Other items 139 216 3 5
Total 739 806 137 131



Note 29 Supplementary information on
financial assets and liabilities

Derivative instruments in the consolidated and

Parent Company balance sheet

Derivative instruments
Derivative instruments are mainly drawn to achieve the desired fixed-rate
period in the loan portfolio. In addition, foreign exchange derivatives are
drawn to eliminate currency exposure on foreign currency loans. The value

Recognised as financial assets 2018 2017 of the derivatives can be derived from the quotation from the counterparty
Interest-rate derivatives 8 1 if they are categorised within Level 2 of the fair value hierarchy under IFRS
Foreign exchange derivatives 0 _ 13. Fair value is based on the discounting of future cash flows for each
Total 8 1 maturity term at a market rate.

Recognised as financial liabilities 2018 2017

Interest-rate derivatives 289 538

Foreign exchange derivatives 0 7

Total 289 545

Net (debt) derivative instruments 281 544

The following table presents the Group’s financial assets and liabilities, at carrying amount
and fair value, respectively, classified into categories in accordance with IFRS 9.

Measurement of financial assets and liabilities at 31 Dec 2018

Financial assets/

Financial assets/

liabilities measured liabilities measured at Financial assets/ Total Total
at fair value through fair value through other liabilities measured carrying fair
profit or loss comprehensive income at amortised cost amount value
Financial assets
Non-current receivables from - - 71 71 71
associated companies
Other non-current receivables - . 89 89 89
Rent and accounts receivable - - 24 24 24
Derivative instruments 8 - - 8 8
Other current receivables - - 261 261 261
Prepaid expenses and - - 161 161 161
accrued income
Cash and cash equivalents — - 450 450 450
Total - - 1,056 1,064 1,064
Financial liabilities
Bond loans - - 23,679 23,679 23,101
Bank loans - - 1,600 1,600 1,600
Commercial papers - - 4,449 4,449 4,449
Derivative instruments 289 - - 289 289
Loans from minority interests - - - - -
Accounts payable - - 278 278 278
Other liabilities - - 80 80 80
Accrued expenses - . 739 739 739
Total 281 - 30,826 31,115 30,536

The Group’s maximum credit risk consists of the net amounts in the table above. The Group did not receive any pledged assets for the net financial assets.

Classification of the Group’s financial instruments 2017

Derivatives that do not Items subject to fair value Loans and accounts Total
qualify for hedge accounting hedging receivable carrying amount
2017 2017 2017 2017
Financial assets

Cash and cash equivalents - - 1,134 1,134
Derivative instruments - - - -
Total - - 1,134 1,134
Derivatives that do not Items subject to Financial Total
qualify for hedge accounting fair value hedging liabilities carrying amount
2017 2017 2017 2017

Financial liabilities
Bond loans - - 20,317 20,317
Bank loans - - 1,220 1,220
Commercial papers - - 4,038 4,038
Derivative instruments 544 - - 544
Shareholder loans - - - -
Loans from minority interests - - - -
Total 544 0 25,575 26,119
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Provision for expected credit losses

Group

The financial assets covered by provisions for expected credit losses
according to the general method consist of cash and cash equivalents

and long-term receivables from associated companies. Hemso applies a
ratings-based approach per counterparty combined with other known
information and forward-looking factors for the assessment of expected
credit losses. The Group defines “default” as when payment of a receivable
is 90 days or more overdue, or when other factors indicate that a
suspension of the payment exists. No significant increase in credit risk for
any receivable or asset was considered to exist at the closing date. Such an
assessment is based on whether payment is 30 days or more overdue, or
whether a significant deterioration of the rating has occurred, resulting in a
credit rating below investment grade. In cases where the amounts are not
deemed insignificant, a provision for expected credit losses is also made for
these financial instruments.

Parent Company

The Parent Company applies a ratings-based approach for calculating
expected credit losses based on the probability of default events, expected
loss and exposure in the event of default. The Parent Company defines
“default” as when payment of a receivable is 90 days or more overdue, or
when other factors indicate that a suspension of the payment exists. The
Parent Company assesses that the subsidiaries currently have similar risk
profiles and assessment is performed collectively. No significant increase
in credit risk for any intra-Group receivable or asset was considered to
exist at the closing date. Such an assessment is based on whether payment
is 30 days or more overdue, or whether a significant deterioration of the
rating has occurred, resulting in a credit rating below investment grade. The
Parent Company applies the general approach to intra-Group receivables.
The Parent Company’s expected loss in the event of default includes the
expected market value of the subsidiaries in the event of a forced sale.
Based on the Parent Company’s assessments according to the method
described above, with consideration for other known information and
forward-looking factors, expected credit losses are not deemed significant
and no provision has therefore been recognised.
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Note 30 Events after the closing date

After year-end, Hemsd's shareholders provided a shareholder contribution
of SEK 1,000 million.

Hemso issued SEK-denominated bonds of SEK 3,500 million and EUR-
denominated bonds of EUR 215 million.

In February, Hemso acquired a property portfolio with eight nursing
home and health care properties in Turku in Finland, and acquired a 34.8
per cent shareholding in Turku Technology Properties (TTP). The investment
amount was EUR 180 million.

Note 31 Proposed appropriation of profits

Due to the Board’s proposed dividend, the Board and CEO hereby issue the
following statement, based on the Swedish Companies Act, Chapter 18,
Section 4.

The proposed dividend is based on the annual accounts for 2018,
which were presented to the Annual General Meeting on 29 April 2019 for
adoption, with consideration for the company’s investment and liquidity
requirements. After the dividend, the equity/assets ratio would be consid-
ered satisfactory in light of the continued profitability of the operations
conducted by the Parent Company and the Group. Access to liquidity for
both the Parent Company and the Group is expected to remain favourable.

The Board’s view is that the proposed dividend will not prevent the
company, or any other Group companies, from meeting their short-term or
long-term obligations, or from completing any necessary investments.

The proposed dividend can thereby be justified by reference to the
provisions of the Swedish Companies Act, Chapter 17, Paragraph 3, items
2-3 (the prudence concept).

Unappropriated earnings available for distribution by the
Annual General Meeting, SEK:

Share premium reserve 2,500,000,000

Retained earnings 87,192,986
Profit for the year 484,989,405
Total 3,072,182,391

The Board proposes that the profits be appropriated as follows, SEK:

To shareholders 721,500,000
To be carried forward 2,350,682,391

Total 3,072,182,391
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Signing of the annual accounts

The undersigned assure that the annual accounts and consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards (IFRS) as adopted by the EU, and with generally accepted
accounting principles, and give a true and fair view of the Group’s and the company’s financial position and results, and
that the Directors’ Report gives a fair review of the development of the Group and the company’s operations, position

and results and describes the significant risks and uncertainties faced by the companies included in the Group.

Stockholm, 28 March 2019

Par Nuder Asa Bergstrom Bengt Hellstrém
Chairman of the Board Board member Board member
Kerstin Hessius David Mindus Johan Thorell
Board member Board member Board member
Nils Styf

Chief Executive Officer

Our audit report was submitted on 28 March 2019.
Ernst & Young AB

Mikael Ikonen
Authorised Public Accountant
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Auditor’s report
To the general meeting of the shareholders of Hemsé Fastighets AB (publ)
corporate identity number 556779-8169

Report on the annual accounts
and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts
of Hemso Fastighets AB (publ) except for the corporate governance
statement on pages 83-86 and other information on pages 87-89
of this document for the year 2018.

In our opinion, the annual accounts have been prepared in accor-
dance with the Annual Accounts Act and present fairly, in all mate-
rial respects, the financial position of the parent company as of 31
December 2018 and its financial performance 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 position of the group as of 31 December 2018 and their
financial performance and cash flow for the year then ended in
accordance with International Financial Reporting Standards (IFRS),
as adopted by the EU, and the Annual Accounts Act. Our opinions
do not cover the corporate governance statement on pages 83-89.
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 share-
holders adopts the income statement and balance sheet for the
parent company and the group.

QOur opinions in this report on the annual accounts and consoli-
dated 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 Stan-
dards on Auditing (ISA), and generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities section. We are inde-
pendent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these re-
quirements This includes that, based on the best of our knowl-
edge 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 within the EU.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinions.

Key audit matters

Key audit matters are those matters that, in our professional judge-
ment, were of most significance in the audit of the annual accounts
and consolidated accounts of the current period. These matters
were addressed in the context of our audit of, and in forming our
opinion thereon, the annual accounts and consolidated accounts
as a whole, but we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the financial statements section

of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement
of the financial statements. The results of our audit procedures,
including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying
financial statements.

Valuation of investment properties

Description of the area

At 31 December 2018, the fair value of the Group’s properties was
SEK 46,236 million, and value changes amounted to SEK 2,060
million. Unrealised value changes amounted to SEK 2,088 million,
and realised value changes to a negative amount of SEK 28 million.
Valuation of the property holding and special considerations and
judgements in this regard are described in Notes 2 and 14.

Hemso uses internal valuations prepared quarterly to determine
the property value. In Q4 an external valuation is also made. The
valuations are yield-based, according to the discounted cash flow
model, which means that expected future cash flows are forecast.
The valuation yield for the properties is determined on the basis of
each property’s unique risk and transactions made in the market.
Changes to the unobservable inputs used in the valuations are
analysed by management against internally available information,
completed and planned transactions and information from the
external valuers. Due to the numerous assumptions and judge-
ments made in connection with the valuation, we consider this a
key audit matter.

How our audit addressed this key audit matter

In our audit, we have evaluated and tested the process used by
management for property valuation by, for example, evaluating
the externally engaged experts, the valuation technique and the
inputs used. We have also made comparisons with known market
information. With the support of our valuation specialists, we
have examined the company’s property valuation technique. With
the support of our valuation specialists, we have also examined
the reasonableness of the assumptions made, such as valuation
yields, vacancy rates, rental income and operating costs. We have
assessed whether the information disclosed in the annual accounts
is appropriate.

Information other than the annual accounts and
consolidated accounts

This document also contains other information than the annual
accounts and consolidated accounts, which can be found on pages
1-65, 124-141. The Board of Directors and the Managing Director
are responsible for this other information.

Our opinion on the annual accounts and consolidated accounts
does not cover this other information and we do not express any
form of assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and consol-
idated accounts, our responsibility to read the information iden-
tified above and consider whether the information is materially
inconsistent with the annual accounts and consolidated accounts.
In this procedure we also take into account our knowledge oth-
erwise obtained in the audit and assess whether the information
otherwise appears to be materially misstated.
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If we, based on the work performed concerning this information,
conclude that there is a material misstatement of this other infor-
mation, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of the Board of Directors

and the Managing Director

The Board of Directors and the Managing Director are responsi-
ble for the preparation of the annual accounts and consolidated
accounts and that they give a fair presentation in accordance

with the Annual Accounts Act and, concerning the consolidated
accounts, in accordance with IFRS as adopted by the EU. The Board
of Directors and the Managing 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 are responsible for
the assessment of the company’s ability to continue as a going con-
cern. They disclose, as applicable, matters related to going concern
and using the going concern basis of accounting. The going concern
basis of accounting is however not applied if the Board of Directors
and the Managing Director intend to liquidate the company, to cease
operations, or have no realistic 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.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether
the annual accounts and consolidated accounts as a whole are free
from material misstatement, whether due to fraud or error, and

to issue 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 in accordance with ISAs and generally accept-
ed auditing standards in Sweden will always detect a material
misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggre-
gate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these annual accounts and
consolidated accounts.

As part of an audit in accordance with ISAs, we exercise profes-
sional judgment and maintain professional scepticism throughout
the audit. We also:

e |dentify and assess the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures respon-
sive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinions. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

e Obtain an understanding of the company’s internal control
relevant to our audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the company’s
internal control.
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e Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors and the Managing
Director.

e Conclude on the appropriateness of the Board of Directors’
and the Managing Director’s use of the going concern basis of
accounting in preparing the annual accounts and consolidated
accounts. We also draw a conclusion, based on the audit evi-
dence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt
on the company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the annual accounts and consolidated accounts or, if such
disclosures are inadequate, to modify our opinion about the
annual accounts and consolidated accounts. Our conclusions
are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause a company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of
the annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consolidated
accounts represent the underlying transactions and events in a
manner that achieves fair presentation.

e Obtain sufficient and appropriate audit evidence regarding
the financial information of the entities or business activities
within the group to express an opinion on the consolidated
accounts. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible
for our opinions.

We must inform the Board of Directors of, among other matters,
the planned scope and timing of the audit. We must also inform of
significant audit findings during our audit, including any significant
deficiencies in internal control that we identified.

We must also provide the Board of Directors with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the
audit of the annual accounts and consolidated accounts, including
the most important assessed risks for material misstatement, and
are therefore the key audit matters. We describe these matters in
the auditor’s report unless law or regulation precludes disclosure
about the matter.

Report on other legal and
regulatory requirements

Opinions

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the administration of the Board

of Directors and the Managing Director of Hemso fastighets 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 (loss be dealt with) in accordance with

the proposal in the 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 accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accor-
dance 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 ap-
propriations of the company’s profit or loss. At the proposal of

a dividend, this includes an assessment of whether 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 position in general.

The Board of Directors is responsible for the company’s organiza-
tion 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 ensuring that the company’s
organisation is designed so that the accounting, management of
assets and the company’s financial affairs otherwise are controlled
in a reassuring manner. The Managing Director shall manage the
ongoing administration according to the Board of Directors’ guide-
lines and instructions and among other matters take measures that
are necessary to fulfil the company’s accounting in accordance
with law and handle the management of assets in a 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 a reasonable 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.

e 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 appropriations
of the company’s profit or loss, and thereby our opinion about
this, is to assess with reasonable degree of assurance whether the
proposal is in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance 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 company’s profit or loss are
not in accordance with the Companies Act.

As part of an audit in accordance with generally accepted auditing
standards in Sweden, we exercise professional judgment and
maintain professional scepticism throughout the audit. The exami-
nation of the administration and the proposed appropriations of
the company’s profit or loss is based primarily on the audit of the
accounts. Additional audit procedures performed are based on our
professional judgment with starting point in risk and materiality.
This means that we focus the examination on such actions, areas
and relationships that are material for the operations and where
deviations and violations would have particular importance for the
company’s situation. We examine and test decisions undertaken,
support for decisions, actions taken and other circumstances that
are relevant to our opinion concerning discharge from liability. As
a basis for our opinion on the Board of Directors’ proposed appro-
priations of the company’s profit or loss we examined the Board
of Directors’ reasoned statement and a selection of supporting
evidence in order to be able to assess whether the proposal is in
accordance with the Companies Act.

The auditor’s examination of the corporate

governance statement

The Board of Directors is responsible for that the corporate gover-
nance statement on pages 83-86 has been prepared in accordance
with the Annual Accounts Act.

Our examination of the corporate governance statement is con-
ducted in accordance with FAR’s auditing standard RevU 16 The
auditor’s examination of the corporate governance statement.
This means that our examination of the corporate governance
statement is different and substantially 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.

A corporate governance statement has been prepared. Disclosures
in 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.

Ernst & Young AB, Jakobsbergsgatan 24, 103 99 Stockholm, was
appointed auditor of Hemso Fastighets AB (publ) by the general
meeting of the shareholders on the 26 April 2018 and has been the
company’s auditor since the 24 April 2012.

Stockholm, 29 March 2019
Ernst & Young AB

Mikael lkonen
Authorised Public Accountant
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List of properties

East Area, sqm
Nursing Educa- Health Justice Resi-
Nursing home Address Municipality home tion care system Office dential Other Total
Jakobsberg 2:2719 Vibblabyvagen 97-99 Jarfalla 4,341 0 0 0 0 0 0 4,341
Jakobsberg 34:6 Snapphanevagen 22 Jarfalla 7,055 0 0 0 0 0 0 7,055
Menséttra 26:1 Ornovagen 5 Nacka 2,047 0 0 0 0 0 0 2,047
Rosunda 36:41 Rosundavagen 2 Nacka 11,145 0 0 0 0 0 0 11,145
Sickladn 12:9 Skurusundsvagen 163 Nacka 4,115 0 0 0 300 0 0 4,415
Logfyrkanten 3 Signalistgatan 3 Solna 3,218 0 0 0 0 0 0 3,218
Hallen 4 Lévgatan 39-43 Solna 4,244 355 1,095 0 144 0 0 5,838
Sjostoveln 3 Folkparksvégen 156 Stockholm 8,506 0 325 0 0 0 0 8,831
Tempelriddarorden 5 Vita Liljans vag 53 Stockholm 5,000 0 0 0 0 0 0 5,000
Flyghojden 2 Skarpnacks Torg 1 Stockholm 2,830 0 0 0 0 0 0 2,880
Blavalen 1 Tallhéjdsvagen 1-3 Sodertalje 4,734 0 2,240 0 204 0 0 7,178
Sodertélje Hantverkaren 2 Hantverksvagen 1 Sodertalje 3,800 0 0 0 0 0 0 3,800
Krusmyntan 2 Basilikagrand 1 Tyresd 2,900 0 0 0 0 0 0 2,900
Tyreso Krusmyntan 1 Basilikagrand 1 Tyreso 4,675 0 0 0 0 0 0 4,675
Marknaden 1 Esplanaden 9 Taby 11,963 0 6,808 0 53 0 787 19,611
Akerby 13 Kemistvagen 8 Taby 564 0 0 0 1,260 0 83 1,907
Hammarby 8:60 Hasselgatan 80 A-E Uppl. Vasby 2,850 0 0 0 0 0 0 2,850
Vallentuna-Ekeby 2:275 Ekebyvéagen 40 Vallentuna 2,936 0 0 0 0 0 0 2,936
Vallentuna-Rickeby 1:97 Stendosvagen 1-3 Vallentuna 2,948 0 0 0 0 0 0 2,948
Total East Nursing homes 89,921 355 10,468 0 1,961 0 870 103,575
Area, sqm
Nursing Educa- Health Justice Resi-

Education Address Municipality home tion care system Office dential Other Total
Markan 1 Kanslivagen 22-24 Botkyrka 0 2,932 0 0 0 0 0 2,932
Trakvista 3:282 Sanduddsvagen 12 Ekerd 0 938 0 0 0 0 0 938
Tackerdker 1:228 Timvinkelvagen 44 Haninge 0 0 0 0 0 0 0 0
Medicinaren 23 Halsovagen 11 Huddinge 0 15,921 300 0 0 0 422 16,643
Medicinaren 14 Diagnosvagen 8 Huddinge 0 1,003 965 0 168 0 0 2,136
Alta 14:97 Almvagen 2 Nacka 0 6,630 0 0 0 0 0 6,630
Mensittra 1:19 Boo Kyrkvag 3 Nacka 0 4,036 0 0 0 0 0 4,036
Mensattra 1:168 Boo Kyrkvag 7 Nacka 0 0 0 0 0 135 0 135
Alta 14:101 Almvagen 4 Nacka 0 0 0 0 0 0 3,395 3,395
Sickladn 351:1 Skogsstigen 40 Nacka 0 3,509 0 0 0 0 0 3,509
Erstavik 27:1 Fisksatravagen 31 Nacka 0 775 0 0 0 0 0 775
Alta 35:149 Anemonvagen 13 Nacka 0 736 0 0 0 0 0 736
Erstavik 26:607 Krabbvagen 1 Nacka 0 764 0 0 0 0 0 764
Sickladn 207:7 Bavervagen 4 Nacka 0 919 0 0 0 0 0 919
Mensdttra 1:84 Gustavsviksvagen 10 Nacka 0 613 0 0 0 0 0 613
Menséttra 2:92 Sandholmsvagen 2 Nacka 0 775 0 0 0 0 0 775
Lannersta 1:1231 Sunnebovagen 2 Nacka 0 563 0 0 0 0 0 563
Alta 75:16 Ulvsjovagen 17 Nacka 0 418 0 0 0 0 0 418
Tattby 2:24 Samskolevéagen 2-6 Nacka 0 758 0 0 0 0 0 758
Mensdttra 2:91 Bjorkholmsvagen 235 Nacka 0 771 0 0 0 0 0 771
Sickladn 39:4 Helgesons vag 10 Nacka 0 2,575 0 0 0 0 0 2,575
Marsta 1:242 Idrottsvagen 19B Sigtuna 0 882 0 0 0 0 0 882
Sigtuna 2:227 Skolbacken 61 Sigtuna 0 1,629 0 0 0 0 0 1,629
Sollentuna Trabjalken 16 Sofielundsvagen 12 Sollentuna 0 2,590 0 0 0 0 0 2,590
Sollentuna Sjoberg 7:4 Lomvagen 100-102 Sollentuna 0 600 0 0 0 0 0 600
Sollentuna Trékolet 16 Turebergsvagen 3 Sollentuna 0 2,925 3,257 0 5,152 0 826 12,160
Befastningskullen 8 Anders Lundstroms gata 3-5 Solna 0 3,388 0 0 0 0 0 3,388
Solna Algérten 1 Fridenborgsvagen 100 Solna 0 7,216 0 0 0 0 0 7,216
Lojsta 1 Beckombergavédgen, Hus 12 Stockholm 0 2,300 0 0 0 0 0 2,300
Lummelunda 1 Beckombergavéagen 299 Stockholm 0 1,484 0 0 0 0 0 1,484
Lau 1 Beckombergavédgen, Hus 11 Stockholm 0 2,410 0 0 0 0 0 2,410
Gunnebo 15 Salagatan 42 Stockholm 0 4,206 0 0 0 0 0 4,206
Sandbacken Mindre 42 Sandbacksgatan 10 Stockholm 0 8,000 0 0 0 0 16 8,016
Piloten 2 Gondolgatan 16 Stockholm 0 3,471 0 0 0 0 0 3,471
Sproge 1 Beckombergavégen 314 Stockholm 0 1,470 0 0 0 0 0 1,470
Ponnyn 1 Boplatsvagen 1 Sundbyberg 0 2,687 0 0 0 0 0 2,687
Karleby 2:2 Gartunavagen 4 Sodertélje 0 2,950 0 0 0 0 0 2,950
Frasen 2 Maskinvagen 4 Taby 0 2,028 0 0 0 0 0 2,028
Vilunda 19:2 Industrivagen 20 B Uppl. Vasby 0 14,904 0 0 0 0 0 14,904
Odenslunda 1:592 Soderviksvagen 1 Uppl. Vasby 0 5,915 0 0 0 0 0 5,915
Edsby 1:3 Eds Kyrkvag 6, 8 Uppl. Vasby 0 630 0 0 0 0 0 630
Vilunda 6:55 Drabantvégen 3-5 Uppl. Vasby 0 3,000 0 0 0 0 0 3,000
Béllsta 2:1087 Zetterlundsvag 140 Vallentuna 0 3,000 0 0 0 0 0 3,000
Total East Education 0 122,321 4,522 0 5,320 135 4,659 136,957
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Area, sqm
Nursing Educa- Health Justice Resi-
Health care Address Municipality home tion care system Office dential Other Total
Banslatt 1 Rémossevagen 25 Botkyrka 0 2,230 4,390 0 1,446 0 553 8,619
Sjukhuset 7 Kevinge Strand 1B Danderyd 0 0 3,183 0 0 0 0 3,183
Tappstrom 1:50 Bryggavagen 8 Ekero 0 310 2,209 0 84 0 9 2,612
Vendels6 3:1716 Skomakarvagen 20 Haninge 0 0 1,525 0 0 0 0 1,525
Ribby 1:451 Klockargatan 13-27 Haninge 319 1,856 2,747 0 90 0 1,939 6,951
Medicinaren 25 Halsovdgen 11 Huddinge 0 3,258 15,233 0 0 0 554 19,045
Medicinaren 19 Halsovagen 7-9 Huddinge 0 0 29,588 0 5,380 0 4,119 39,087
Illern 9 Stuvsta Torg 4-6, 10-14 Huddinge 0 0 2,985 0 140 0 141 3,266
Kallhall 1:32 Kopparvagen 2B Jarfalla 0 118 1,171 0 285 0 568 2,142
Erstavik 26:31 Fidravagen 6 Nacka 262 0 0 0 0 0 0 262
Sickladn 162:5 Stordngsvagen 6-8 Nacka 324 0 0 0 0 0 0 324
Vaktmastaren 4 Hemvégen 8 Norrtalje 0 0 0 0 0 0 1,200 1,200
Patienten 1 Testvagen 1 Solna 0 0 0 0 0 0 0 0
Princeton 1 Testvagen 1 Stockholm 0 0 0 0 0 0 0 0
Jullovet 1 Annebodavagen 4-6 Stockholm 0 0 1,333 0 0 0 0 1,333
Akka 8 Tranebergsplan 1-3 Stockholm 0 0 3,965 0 0 0 0 3,965
Trabron 1 Bergtallsvagen 10-12 Stockholm 3,093 2,249 11,882 0 36 0 45 17,305
Forellen 2 Bollmoravagen 14-20 Tyreso 0 585 4,989 0 277 0 602 6,453
Bylegard 37 Jarlabankes vag 46 Taby 0 0 1,549 0 0 0 0 1,549
Osby 1:76 Skargardsvagen 7 Varmdo 0 60 1,761 0 2,383 0 671 4,875
Total East Health care 3,998 10,666 88,510 0 10,121 0 10,401 123,696
Area, sqm
Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Tegen 6 Sundbybergsvagen 7-15 Solna 0 278 0 26,617 5,850 0 2,717 35,462
Total East Justice system 0 278 0 26,617 5,850 0 2,717 35,462
Total East 93,919 133,620 103,500 26,617 23,252 135 18,647 399,690
West Area, sqm
Nursing Educa- Health Justice Resi-
Nursing home Address Municipality home tion care system Office dential Other Total
Rud 5:2 Positivgatan 15 Gothenburg 6,027 0 0 0 0 0 0 6,027
Krokslatt 147:2 Fridkullagatan 18 G Gothenburg 3,088 0 0 0 150 0 0 3,238
Fiskeb&ck 8:7 Halleflundregatan 20 Gothenburg 6,444 0 0 0 0 1,341 0 7,785
Backa 243:52 S:t Jorgens vag 22 Gothenburg 4,441 0 0 0 0 605 0 5,046
Naset 130:1 Bjolavagen 1 Gothenburg 3,701 0 0 0 0 0 0 3,701
Hobalen 1 Vetekornsgatan 22 MolIndal 2,682 0 0 0 0 0 0 2,682
Sérbyn 17:1 Tornrosgatan 8-22 Vanersborg 3,363 0 925 0 155 0 109 4,552
Total West Nursing homes 29,746 0 925 0 305 1,946 109 33,031
Area, sqm
Nursing Educa- Health Justice Resi-
Education Address Municipality home tion care system Office dential Other Total
Samariten 11 Klinikvagen 48 Boras 0 11,660 0 0 0 0 0 11,660
Krokslatt 35:14 Ebbe Lieberathssgatan 19 Gothenburg 0 3,921 0 0 2,447 0 475 6,843
Backa 245:1 Sankt Jorgens Vag 14-20 Gothenburg 0 6,548 0 0 228 0 228 7,004
Goteborg Sandarna 26:2 Karl Johansgatan 158 Gothenburg 0 0 0 0 0 0 0 0
Goteborg Lindholmen 1:12  Karlavagnsgatan 9 Gothenburg 0 0 0 0 785 110 792 1,687
Béangsbo 1:29 Bangsbovagen 13 Kungsbacka 0 3,910 0 0 0 0 0 3,910
Arlan 1 Vikingagatan 6 Kungalv 0 3,107 0 0 0 0 0 3,107
Komarken 1:1 del av Vikingagatan 6 Kungalv 0 0 0 0 0 0 0 0
Dona 1:38 Rinkendsgatan 2-4 Lysekil 0 9,000 0 0 0 0 0 9,000
Mode 4 Stationsgatan 3 Skévde 0 0 0 0 7,927 0 220 8,147
Kéllstorpsbacken 1 Stromsviksvdagen 50-54 Trollhattan 0 445 0 0 0 0 0 445
Halla-Stenbacken 1:88 Vastgotavagen 30 Uddevalla 0 16,508 945 0 7,193 1,902 9,516 36,064
Total West Education 0 55,099 945 0 18,580 2,012 11,231 87,867
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Area, sqm
Nursing Educa- Health Justice Resi-
Health care Address Municipality home tion care system Office dential Other Total
Apelsinen 1 Séterigatan 122 Alingsas 0 850 2,024 0 0 0 284 3,158
Angaboskolan 2 Sundsbergsvagen 7 Alingsas 0 0 1,488 0 0 0 0 1,488
Stenhuggaren 1 Kindsgatan 1 Boras 0 0 1,393 0 53 0 0 1,446
Fonden 49 Sormarksgatan 199-205 Boras 1,134 0 1,778 0 93 0 1,289 4,294
Sik 1:183 Tarnavagen 6 Boras 0 319 2,216 0 0 0 20 2,555
Rydboholm 1:477 Hagkallevagen 2 Boras 0 0 2,161 0 0 0 0 2,161
Milstolpen 8 Smorhulegatan 2 Boras 0 0 2,335 0 225 0 0 2,560
Sandhults-Rydet 1:256 Strandvagen 11 Boras 0 0 1,623 0 0 0 0 1,623
Bramaregarden 80:1 Borstbindaregatan 6 Gothenburg 0 0 3,160 0 0 0 195 3,355
Lindholmen 36:1 Vintergatan 1A Gothenburg 803 0 2,445 0 1,052 0 0 4,300
Kindbogarden 1:124 Ekdalavagen 2 Harryda 0 0 5,802 0 0 0 194 5,996
Vardtradet 7 Havdevagen 31 Jonképing 0 0 1,646 0 0 0 0 1,646
Norrahammar 28:108 Postgatan 1-9 Jonkoping 0 0 2,617 0 0 0 0 2,617
Halsan 3 Fabriksgatan 17-19 Jonkoping 0 0 5,780 0 0 0 0 5,780
Hjallsnas 3:63 Lundbyvégen 35 Lerum 0 0 2,042 0 0 0 0 2,042
Torp 2:19 Goteborgsvagen 9 Lerum 0 0 3,928 0 0 0 40 3,968
Kullen 18 Jarnvagsgatan 8 Lilla Edet 0 4,394 0 4,627 0 236 9,257
Slatten 15:7 Lasarettsgatan 1 Lysekil 5,325 102 8,869 0 284 0 1,223 15,803
Murmeldjuret 4 Fredasgatan 13 Molndal 0 0 6,432 0 387 0 295 7,114
Klockstapeln 4 Knoppaliden 3 Skovde 688 0 0 0 0 0 0 688
Sotenas Gravarne 3:139 Hvitfeldtsgatan 23 Sotenas 0 0 2,511 0 0 0 0 2,511
Stenung 2:238 Sodra vagen 18 Stenungsund 175 0 0 0 0 0 0 175
Tandstickan 1 Vastra Drottningvagen 11 Tidaholm 0 220 3,622 0 487 0 60 4,389
Skar 1:69 Syster Ebbas vag 1 Tjorn 0 0 1,910 0 12 0 0 1,922
Kuratorn 3 Lasarettsvagen 2 Trollhattan 0 0 808 0 0 0 0 808
Gladan 1 Slattbergsvagen 56 Trollhattan 0 0 1,402 0 0 0 0 1,402
Kallstorpslyckan 1 Stromsviksvagen 16 Trollhattan 0 0 1,536 0 0 0 0 1,536
Linkarven 5 Lingatan 12 Uddevalla 0 0 968 0 0 0 0 968
Svalan 7 Nygatan 7 Ulricehamn 2,014 0 4,920 0 134 0 258 7,326
Gravlingen 28 Belfragegatan 2 Vanersborg 0 1,076 736 0 872 0 255 2,939
Manen 110 Restadvagen 24-28 Vanersborg 387 2,780 0 0 0 129 733 4,029
Tdrnan 4 Torpavagen 23 Vanersborg 0 0 1,677 0 0 0 0 1,677
Eken 6 Sodra Langgatan 3A Amal 2,892 0 4,132 0 98 0 215 7,337
Total West Health care 13,418 5,347 86,355 0 8,324 129 5,297 118,870
Total Sweden West 40,869 61,290 86,306 0 18,084 4,087 20,577 231,213
Area, sqm
Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Bramaregarden 37:1 Vagmaéstaregatan 5 Gothenburg 0 0 0 3,079 0 0 0 3,079
Notariedngen 8 Ytterbyvagen 19 Kungalv 949 0 395 2,157 0 0 0 3,501
Juristen 4 Jarnvagsgatan 4 Mélndal 0 0 0 5,115 3,065 0 90 8,270
Total West Justice system 949 0 395 10,351 3,065 0 90 14,850
Total West 44,113 60,446 88,620 10,351 30,274 4,087 16,727 254,618
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Central/North Area, sqm
Nursing Educa- Health Justice Resi-

Nursing home Address Municipality home tion care system Office dential Other Total
Boden 56:51 Idrottsgatan 6 Boden 0 0 0 0 0 0 0 0
Enkdping Romberga 23:54 Frejas allé 2 Enképing 4,100 0 0 0 0 0 0 4,100
Hemse Blakrakan 15 Parkgatan 16-18 Gotland 2,310 0 0 0 0 0 0 2,310
Klinte Avalle 2:27 Skolgatan 7-9 Gotland 2,802 0 0 0 0 1,056 43 3,901
Visby Pjasen 11 Lannavéagen 21-43 Gotland 1,113 0 0 0 0 308 0 1,421
Bunge Stucks 1:297 Strandvagen 51 Gotland 3,031 0 0 0 0 0 0 3,031
Othem Kildkern 2 Apoteksgatan 3 Gotland 5,552 0 0 0 0 0 0 5,552
Hemse Fasanen 10 Hagagatan 30 Gotland 11,678 0 322 0 0 0 0 12,000
Roma Kloster 1:37 Bjorkstigen 10 Gotland 3,519 0 0 0 0 0 0 3,519
Visby Pjasen 12 Pjasgatan 12 Gotland 6,600 0 0 0 0 0 6 6,606
Brynés 55:4 Tredje Tvargatan 31 Gavle 6,490 0 0 0 0 0 0 6,490
Kristinelund 49:2 Norra Jarvstavagen 20a-b Gavle 11,671 0 2,540 0 0 0 0 14,211
Strémsbro 4:2 Sanatorievagen 17 Gavle 6,451 0 0 0 0 0 0 6,451
Sodertull 13:14 Flemminggatan 11-17 Gavle 14,767 0 0 0 0 0 0 14,767
Vallbacken 24:3 Vallbacksgatan 8 Gavle 4,937 0 0 0 0 0 0 4,937
Varva 2:20 Norra Prastvagen 12-14 Gavle 5,563 0 0 0 0 0 0 5,563
Landeryd 6:5 Slatteforsvagen 2A-H Linképing 4,120 0 607 0 0 0 235 4,962
Landeryd 6:61 Slatteforsvagen 38 Linképing 1,266 0 0 0 0 0 0 1,266
Ostbiten 1 Rydsvagen 9C Linképing 1,254 0 0 0 0 0 0 1,254
Riket 22 Jardalavagen 52C Linképing 1,605 0 0 0 0 0 0 1,605
Tréhasten 2 Skogslyckegatan 11F Linképing 1,045 0 0 0 0 0 0 1,045
Vetebullen 2 Karna Centrum 1 Linképing 2,145 0 0 0 0 0 0 2,145
Lillgardsskolan 11 Ridhusgatan 2A Linképing 1,510 0 0 0 0 157 11 1,678
Valbyran 5 Karnavagen 3-11 Linkoping 2,656 0 0 0 0 94 0 2,750
Alvik 2:26 (part of) Danelvagen 11 Lulea 1,578 0 0 0 0 0 0 1,578
Bergndset 2:665 Stengatan 123 Lulea 2,129 0 0 0 0 0 0 2,129
Kallkdllan 13 Lingonstigen 253 Luled 3,906 0 0 0 0 0 0 3,906
Anoraken 1 Krondalsvagen 47 Lulea 0 0 0 0 0 0 0 0
Stadson 1:124 Alvsborgsvagen 20 Lulea 4,572 0 0 0 0 0 0 4,572
Motala Munken 5 Batmansgatan Motala 3,388 0 0 0 290 0 0 3,678
Sandbyhov 30 Sandbyhovsgatan 21 Norrkoping 22,401 1,550 4,973 0 1,199 0 286 30,409
Diademet 3 Gamla Ovagen 27 Norrkoping 4,025 0 0 0 0 0 0 4,025
Jérven 6 Bergslagsgatan Norrkoping 4,054 0 0 0 766 0 439 5,259
Konstantinopel 6 Skomakaregatan 11 Norrkoping 3,183 0 0 0 0 0 0 3,183
Gangjarnet 1 Platslagaregatan 8 Norrképing 5,386 0 0 0 0 0 0 5,386
Skérden 3 Axvéagen 7-9 Sundsvall 8,026 0 0 0 0 0 0 8,026
Dragarbrunn 9:4 S:t Olofsgatan 44 B Uppsala 4,020 0 0 0 0 0 0 4,020
Rickomberga 9:14 Geijersgatan 61 Uppsala 3,200 0 0 0 0 0 0 3,200
Kvarngardet 14:5 Torkelsgatan 42 Uppsala 3,585 0 0 0 0 0 0 3,585
Valsdtra 3:10 Bernadottevagen 1P Uppsala 6,065 0 0 0 0 0 0 6,065
Luthagen 81:1 Norrlandsgatan 2 Uppsala 2,740 0 0 0 0 0 0 2,740
Wenstromska skolan 1 (part  Vallbyleden 13 Vasteras 0 0 0 0 0 0 1,477 1,477
of)

Lévhagen 32 Pilfinksgatan 2 Vésteras 4,589 0 0 0 0 0 0 4,589
Vedbo 61 Horntorpsvagen 20 Vésteras 7,479 4,000 0 0 0 0 0 11,479
Hanen 4 Hagalidsvagen 2 Vasteras 2,740 0 0 0 0 0 0 2,740
Skogsduvan 1 Skogsduvevagen 11 Vasteras 1,107 0 0 0 0 0 0 1,107
Angsklockan 1 Varloksgatan 6 Vasteras 3,813 0 0 0 0 0 0 3,813
Klockarkarleken 3 Ronnbergastigen 7 Vasteras 3,937 0 0 0 0 0 0 3,937
Kolaren 5 Traddragargatan 31 Vasteras 1,052 0 0 0 0 0 0 1,052
Skjutfaltet 9 Hasthovsgatan 27 Vasteras 5,914 0 0 0 0 0 0 5,914
Birka 1 Forntidsgatan 4 Vasteras 3,335 0 0 0 0 0 0 3,335
Ostra Daggrosen 1 Daggrosgatan 1 Vasteras 3,507 0 0 0 0 0 0 3,507
Total Central/North Nursing homes 225,916 5,550 8,442 0 2,255 1,615 2,497 246,275
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Area, sqm
Nursing Educa- Health Justice Resi-
Education Address Municipality home tion care system Office dential Other Total
Tjarna Hage 2 Mats Knuts vag 19 Borlange 0 0 0 0 0 0 0 0
Nyfors 1:24 Tunavallsgranden 5 Eskilstuna 0 1,427 0 0 0 0 0 1,427
Eskilstuna Verkmastaren 6 Hamngatan 17 Eskilstuna 0 0 0 0 0 0 0 0
Eskilstuna Verkmastaren 7 Hamngatan 15 Eskilstuna 0 0 0 0 0 0 0 0
Nyponkarnan 1 Kvinnebyvagen 91 Linkoping 0 970 0 0 0 0 0 970
Ordensringen 2 Ellen Keys gata 4 Linkoping 0 917 0 0 0 0 0 917
Ostduken 2 Bjornkarrsgatan 14-16 Linképing 0 1,492 0 0 0 0 0 1,492
Laddstaken 2 Knektgatan 1A-B Linkoping 0 750 0 0 0 0 0 750
Isskapet 1 Troskaregatan 73- 75 Linképing 0 2,735 0 0 0 0 0 2,735
Gallstad 1:291 Savsangarevagen 61 Linkoping 0 661 0 0 0 0 0 661
Askeby 4:54 Andreas Linbloms vag 7 Linképing 0 425 0 0 0 0 0 425
Askeby 4:55 Andreas Linbloms vag 5 Linkoping 0 0 0 0 0 0 0 0
Rystads-Garstad 8:41 Gurkvéagen 2-4 Linkoping 0 661 0 0 0 0 0 661
Nasselodlingen 1 Nybrovagen 1 Linkoping 0 4,252 0 0 0 0 0 4,252
Jarven 5 Bergslagsgatan 11 Norrképing 0 3,011 0 0 0 0 1,500 4,511
Drag 4 Dragsgatan 7 Norrkdping 0 9,878 0 0 0 0 0 9,878
Drag 5 Dragsgatan 7 Norrkoping 0 0 0 0 0 0 0 0
Borgaren 18 Stora torget 3 Nykoping 0 10,657 0 0 568 0 1,072 12,297
Umead Hugin 3 Nygatan 47 Umead 0 7,730 0 0 0 0 0 7,730
Gustavsborg 2 Vasagatan 44 Vasteras 0 18,062 0 0 0 0 0 18,062
Rosenhill 1 Gurksaltargatan 9 Vasteras 0 22,362 0 0 0 0 0 22,362
Rosenhill 12 Eriksborgsgatan 11 Vasteras 0 6,758 0 0 0 340 0 7,098
Kristiansborgsskolan 2 Vasagatan 56 Vasteras 0 5,334 0 0 0 0 0 5,334
Véasteras 1:250 Angkraftsvégen 1A-C Vasteras 0 3,412 0 0 0 0 0 3,412
Barkartby 15:308 Lévangsgatan 2 Vasteras 0 1,570 0 0 0 0 0 1,570
Medora 168:115 Klamparvagen 1A Alvkarleby 0 2,500 0 0 0 0 0 2,500
Total Central/North Education 0 105,564 0 0 568 340 2,572 109,044
Area, sqm
Nursing Educa- Health Justice Resi-
Health care Address Municipality home tion care system Office dential Other Total
Gavle Norrtull 31:2 Stallgatan 4 Gavle 2,295 0 0 0 0 0 0 2,295
Mjolkudden 3:11 Mjolkuddsvagen 79C Luled 0 0 1,175 0 2,011 0 241 3,427
Sdvja 56:1 Vastgotaresan 60 Uppsala 0 956 1,198 0 842 0 187 3,183
Granby 12:6 Granby Bilgata 2 Uppsala 0 265 2,479 0 0 0 15 2,759
Total Central/North Health 2,295 1,221 4,852 0 2,853 0 443 11,664
care
Area, sqm
Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Reparatoren 5 Ringvagen 88 Koping 0 0 0 2,650 0 0 0 2,650
Stinsen 1 Stockholmsvagen 4-6 Norrkdping 0 0 0 18,291 0 0 5 18,296
Bradgarden 2 Folkungavagen 2 Nykoping 0 0 0 11,476 1,047 0 26 12,549
Stigbygeln 5 Ridvagen 10 Umea 0 0 0 21,274 855 0 0 22,129
Total Central/North Justice system 0 0 0 53,691 1,902 0 31 55,624
Total Central/North 228,211 112,335 13,294 53,691 7,578 1,955 5,543 422,607
South Area, sqm
Nursing- Educa- Health Justice Resi-
Nursing home Address Municipality homes tion care system Office dential Other Total
Brandvakten 3 Sodra Vagen 4 Halmstad 3,815 0 0 0 0 0 0 3,815
Halmstad 10:35 Frennarpsvéagen 131 Halmstad 3,312 0 0 0 0 0 0 3,312
Norra Sjukhuset 1 Skansvagen 5 Lund 8,991 1,431 0 0 1,029 0 2,715 14,166
Styrkan 23 Spanehusvéagen 91 Malmo 978 0 0 0 0 0 0 978
Byradirektoren 4 von Troils vag 2-8 Malmo 5,820 2,666 1,400 0 902 4,720 411 15,919
Virket 8 Sigtunagatan 13 Malmo 2,455 0 0 0 0 1,779 319 4,553
Styckmdstaren 8 Jons Risbergsgatan 4 Malmo 1,211 0 0 0 0 177 0 1,388
Anten 3 Eddagatan 1 Malmo 3,040 0 0 0 0 0 0 3,040
Torsten 12 Major Nilssonsgatan 13 Malmo 2,400 0 0 0 0 0 0 2,400
Solskiftet 1 Oshogavagen 2 Malmo 6,825 0 0 0 0 0 0 6,825
Nicktisteln 2 Ernst Jakobssons gata 7 Malmo 2,250 0 0 0 0 0 0 2,250
Storskarven 9 Brunandsvagen 32 Malmo 442 0 0 0 0 0 0 442
Storskarven 12 Norra vagen 7 Malmo 1,900 0 0 0 0 0 0 1,900
Storskarven 13 Norra vagen 1 Malmo 2,313 0 0 0 0 0 0 2,313
Sadesarlan 6 Linnégatan 18 Malmo 0 0 472 0 0 0 305 777
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Area, sqm
Nursing- Educa- Health Justice Resi-
Nursing home Address Municipality homes tion care system Office dential Other Total
Nattskarran 7 Jarnvagsgatan 29 Malmo 1,918 0 0 0 0 0 0 1,918
Stengodset 1 Stengodsvéagen 4 Malmo 1,850 0 0 0 0 0 0 1,850
Slatvaren 40 och 51 Sarvgrand 2C Malmo 450 0 0 0 0 0 0 450
Koljan 10 Tegnérgatan 68 Malmo 355 0 0 0 0 0 0 355
Cykeln 12 Palmgatan 17 Malmo 2,980 0 0 0 0 0 0 2,980
Limhamn 152:371 - Malmo 0 0 0 0 0 0 0 0
Stanstorp 5:368 Vikhems bygata Staffanstorp 0 0 0 0 0 0 0 0
Herkules 29 Corfitz-beck-friisgatan 2 Trelleborg 0 0 0 0 0 0 0 0
Solvandan 3 Abovigen 22 Vaxjo 3,329 0 0 0 0 0 0 3,329
Lekamensgardet 2 Par Lagerkvists vag 15 Vaxjo 5,188 0 0 0 0 0 0 5,188
Tonsattaren 2 Schottisgatan 2-6 Ystad 2,892 0 65 0 0 0 0 2,957
Total South Nursing homes 64,714 4,097 1,937 0 1,931 6,676 3,750 83,105
Area, sqm
Nursing Educa- Health Justice Resi-
Education Address Municipality home tion care system Office dential Other Total
Intendenten 2 Finjagatan 18 Héssleholm 0 2,290 0 0 0 0 0 2,290
Intendenten 1 Wendesvagen 5-7 Héssleholm 0 1,580 0 0 0 0 0 1,580
Darehallen 1 Léjtnant Granlunds Vag 4 Hassleholm 0 0 0 0 0 0 700 700
Stafvre 11 Lasarettsboulevarden 22 Kristianstad 0 2,530 0 0 0 0 0 2,530
Landskrona Borstahusen 1:9 Lopargatan Landskrona 0 5,700 0 0 0 0 0 5,700
Landskrona Borstahusen 1:8  Lopargatan Landskrona 0 0 0 0 0 0 2,245 2,245
Klostergarden 2:9 S:t Lars vag 1-38, 70-90 Lund 3,680 29,314 7,018 0 4,498 349 6,175 51,034
Predikanten 2 Landgillevagen 55 Lund 0 750 0 0 0 0 0 750
Benzelius 1 Dag Hammarskjolds Vag 2 Lund 0 4,666 0 0 1,070 0 703 6,439
Spillepengsmarken 7 Stromgatan 13 Malmo 0 4,670 0 0 0 0 0 4,670
Gullriset 4 Monicavagen 18-22 Malmo 0 648 0 0 0 0 0 648
Stora Uppakra 12:303 Stora Uppakravagen Staffanstorp 0 7,694 0 0 0 0 0 7,694
Stora Uppakra 12:302 Parkallén 4 Staffanstorp 0 0 0 0 0 0 0 0
Hjérup 4:290 Heimdallsvagen 2 Staffanstorp 0 652 0 0 0 0 0 652
Jagaren 11 Vallgatan 12E Vaxjo 0 7,015 0 0 1,552 4,147 962 13,676
Livl Bjornstjernegatan 1 A-C Ystad 0 4,084 0 0 2,566 0 36 6,686
Ystad Malmé 5 Nils Ahlins vig 17 Ystad 0 904 0 0 16 0 0 920
Total South Education 3,680 72,497 7,018 0 9,702 4,496 10,821 108,214
Area, sqm
Nursing Educa- Health Justice Resi-
Health care Address Municipality home tion care system Office dential Other Total
Kopparormen 4 Vikhemsvéagen 9 Eslov 0 0 2,570 0 0 0 0 2,570
Gronsakshandlaren 5 Jagersrovagen 80 Malmo 0 0 3,003 0 0 0 0 3,003
Rosenbuketten 8 Hojagatan 21 Malmo 0 0 1,493 0 0 0 0 1,493
Total South Health care 0 0 7,066 0 0 0 0 7,066
Area, sqm
Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Haradshovdingen 2 Byggmastaregatan 2 Lund 0 0 0 3,475 0 0 0 3,475
Polisen 1 von Lingens vag 130 B Malmo 0 0 0 3,555 0 0 0 3,555
Hjorten 15 Henry Dunkers gata 6 Trelleborg 0 0 0 3,372 0 0 0 3,372
Total South Justice system 0 0 0 10,402 0 0 10,402
Total South 68,394 76,594 16,021 10,402 11,633 11,172 14,571 208,787

List of properties @ 129



List of properties

Germany Area, sqm

Nursing Educa- Health Justice Resi-
Nursing home Address Municipality home tion care system Office dential Other Total
Aachen, A.d. Schurzel. Briicke An der Schurzelter Briicke 1 Aachen 4,950 0 0 0 0 0 0 4,950
Barssel, Mihlenweg Muhlenweg 11 Barssel 4,550 0 0 0 0 0 0 4,550
Bensheim, Eifelstrasse Eifelstrasse 21 bis 25 Bensheim 7,036 0 0 0 0 0 0 7,036
Berlin, Klingsorstrasse Hindenburgerdamm 36 Berlin 6,820 0 0 0 0 0 0 6,820
Berlin, Ullsteinstrasse Ullsteinstrasse 159 Berlin 8,656 0 0 0 0 0 0 8,656
Bocholt, Bowings Stegge 1 Bowings Stegge 8 Bocholt 4,966 0 0 0 0 0 0 4,966
Bocholt, Bowings Stegge 2 Bowings Stegge 6 Bocholt 1,140 0 0 0 0 0 0 1,140
Bochum, Vincenzstrasse Vincenzstrasse 1 Bochum 4,719 0 0 0 0 0 87 4,806
Nittenau, Rheinallee Rheinalle 78 Bonn 4,363 0 0 0 0 0 0 4,363
Bremen, Hemmstrasse Hemmstrasse 345- Findorff ~ Bremen 1,809 0 762 0 0 0 0 2,571
Bremen, Gnesener Strasse Gnesener Strasse 6- Bremen 2,621 0 0 0 0 0 0 2,621

Groelingen
Bremen, Ricarda-Huch-StrasseRicarda-Huch Strasse 1 Bremen 8,915 0 0 0 0 0 0 8,915
Butzbach, Johann S-Bach-Str. Johann-Seb.-Bach-Strasse 26 Butzbach 3,951 0 0 0 0 0 0 3,951
Darmstadt, Im Fiedlersee Im Fiedlersee Darmstadt 7,516 0 0 0 0 0 0 7,516
Darmstadt, Kasinostrasse Kassinostrasse 37 Darmstadt 6,074 0 0 0 0 0 0 6,074
Dinslaken, Kurt- Kurt-Schumacher- Dinslaken 4,059 0 0 0 0 0 0 4,059
Schumacher-Str. Strasse 154
Dresden, Preller Str. Prellerstrasse 16 Dresden 3,704 0 0 0 0 0 0 3,704
Duisburg, Karl-Lehr-Strasse  Karl-Lehr-Strasse 159 Duisburg 4,148 0 0 0 0 0 0 4,148
Duisburg, Brauerstrasse Brauerstrasse 43 Duisburg 4,331 0 0 0 0 0 0 4,331
Duisburg, Fuchstrasse Fuchstrasse 31 Duisburg 4,099 0 0 0 0 0 0 4,099
Duisburg, Hufstrasse Hufstrasse 2 Duisburg 3,846 0 0 0 0 0 0 3,846
Elsenfeld, Bahnhofstrasse Bahnhofstrasse 12 Elsenfeld 4,450 0 0 0 0 0 0 4,450
Emden, Am Wykhoffweg Rotdornring 1 Emden 3,351 0 0 0 0 0 0 3,351
Lichtenstein, Martin-Gotze-St Martin-Gotze-Strasse 14 Glauchau 5,993 0 0 0 0 0 0 5,993
Hadamar, Hammelburg Hammelburg 18 Hadamar 6,432 0 0 0 0 0 0 6,432
Heusenstamm, Herder- Herdestrasse 85 Heusenstamm 6,280 0 0 0 0 0 0 6,280
strasse |
Hiinxe, Bensumskamp Bensumskamp 27 Hinxe 3,800 0 0 0 0 0 0 3,800
Kiel, Pickerstrasse Pickerstrasse 36 Kiel 3,261 0 0 0 0 0 0 3,261
Koéln, Neusser Str. Neusser Strasse 402-406 Cologne 7,681 0 0 0 0 0 0 7,681
Langenfeld, Langforther Str.  Langforter Strasse 1-3 Langenfeld 4,073 0 0 0 0 0 0 4,073
Lauterbach, Bilsteinweg Bilsteinweg 1 Lauterbach 5,684 0 0 0 0 0 0 5,684
Leipzig, Saxoniastrasse Saxoniastrasse 32 Leipzig 4,558 0 0 0 0 0 0 4,558
Liederbach, Am Wehr Im Grossen Garten Liederbach 4,800 0 0 0 0 0 0 4,800
Milheim a.d. Ruhr, Am Saarnerstrasse 415 Miulheim an 5,098 0 0 0 0 0 0 5,098
Halbach der Ruhr
Bonn, Brucker Strasse Brucker Strasse 7 Nittenau 4,131 0 0 0 0 0 0 4,131
Offenbach, Spessartring Spessartring 22 Offenbach am 9,569 0 0 0 0 0 0 9,569
Main
Rehren, Auestrasse Auestrasse 4 Rehren 5,197 0 0 0 0 0 5,197
Taunusstein, Am alten Am alten Sportplatz 43 Taunusstein 8,513 0 0 0 0 0 0 8,513
Sportpl
Wetter, Friedrichstrasse Steinstrasse 3 Wetter 4,004 0 0 0 0 0 0 4,004
Wiesbaden, Parkstrasse Parkstrasse 21 Wiesbaden 5,371 0 0 0 0 0 1,190 6,561
Waéchtersbach, Chatilloner Str Chattiloner Strasse 81 Wachtersbach 2,196 0 0 0 0 0 0 2,196
Zeuthen, Fontaneallee Fontaneallee 29 Zeuthen 8,868 0 0 0 0 0 0 8,868
Zossen, An der Brotfabrik An der Brotfabrik 1 Zossen 3,554 0 0 0 0 0 0 3,554
Total Germany Nursing homes 219,137 0 762 0 0 0 1,277 221,176
Area, sqm

Nursing Educa- Health Justice Resi-
Education Address Municipality home tion care system Office dential Other Total
Dortmund, Rheinsche Strasse Rheinische Strasse 69 Dortmund 0 5,500 0 0 0 0 0 5,500
Duisburg, Wuhanstrasse 6,11 Wuhanstrasse 6,11 Duisburg 0 16,563 0 0 0 0 0 16,563
Duisburg, Wuhanstrasse 9 Wuhanstrasse 9 Duisburg 0 0 0 0 0 0 0 0
Zossen, Jagerstrasse Jagerstrasse Zossen 0 0 0 0 0 0 0 0
Total Germany Education 0 22,063 [1] 0 0 0 0 22,063

Area, sqm

Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Hofgeismar, Manteuffel Anlage 2-5 Hofgeismar 0 0 0 4,286 0 0 0 4,286
Manteuffel Anlage
Homberg, August- August-Vilmar-Strasse 20 Homberg 0 0 0 3,920 0 0 0 3,920
Vilmar-Strasse
Kassel, Knorrstrasse Knorrstrasse 32 Kassel 0 0 0 3,550 0 0 0 3,550
Wetzlar, Schanzenfeldstrasse Schanzenfeldstrasse 8 Wetzlar 0 0 0 10,886 0 0 0 10,886
Total Germany Justice system 0 0 0 22,642 0 0 0 22,642
Total Germany 219,137 22,063 762 22,642 0 0 1,277 265,881
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List of properties

Finland Area, sqm
Nursing  Educa- Health Justice Resi-
Nursing home Address Municipality home tion care system Office dential Other Total
Kiltakallionrinne 1 Kiltakallionrinne 1 Espoo 1,729 0 0 0 0 0 0 1,729
Kattilantanhua 6 Kattilantanhua 6 Espoo 2,061 0 0 0 0 0 0 2,061
Kivennavantie 15 Kivennavantie 15 Espoo 2,770 0 0 0 0 0 0 2,770
Kappalaisenkuja 3 Kappalaisenkuja 3 Espoo 1,487 0 0 0 0 0 2 1,489
Puistokatu A Puistokatu A Espoo 4,601 0 0 0 0 2,554 339 7,493
Puistokatu B Puistokatu B Espoo 0 0 0 0 0 0 0 0
Kuparitie 2 Kuparitie 2 Helsinki 1,901 0 1,180 0 0 0 0 3,081
Haahkapolku 3 Haahkapolku 3 Helsinki 1,043 313 0 0 0 1,833 793 3,982
Keskiyontie 6-8 Keskiyontie 6 Helsinki 1,675 0 0 0 0 0 0 1,675
Haavantie Haavantie 4 Hyvinkaa 1,013 0 0 0 0 0 0 1,013
Turuntie 13 Turuntie 13 Hameenlinna 5,731 0 0 0 0 0 0 5,731
Hotellitie 1 Hotellitie 1 Jamsa 1,432 0 0 0 0 0 0 1,432
Harjunsalontie 2 Harjunsalontie 2 Kangasala 2,040 0 0 0 0 0 0 2,040
Metsolantie 1 Metsolantie 1 Kerava 1,963 0 999 0 0 0 395 3,357
Arppentie 6 B Arppentie 6 B Kitee 1,541 0 0 0 0 0 0 1,541
Koiravedenkatu 10 Koiravedenkatu 10 Kuopio 2,099 0 0 0 0 0 0 2,099
Helsingiuksentie 1 Helsingiuksentie 1 Lohja 2,574 0 0 0 0 0 0 2,574
Pitkdniementie Pitkaniementie Nokia 3,249 0 0 0 0 0 0 3,249
Viertolantie 3 and 5 Viertolantie 3 and 5 Nurmijarvi 2,345 0 0 0 0 0 0 2,345
Haapavedentie 20 Haapavendentie 20 Savonlinna 1,437 0 0 0 0 0 0 1,437
Lastenlinnantie Lastenlinnantie Palkéne 1,573 0 0 0 0 0 0 1,573
Tilkonmé&enkatu 2 Tilkonmé&enkatu 2 Tampere 1,130 0 0 0 0 0 0 1,130
Meesakatu 4 Meesakatu 4 Tampere 3,436 0 0 0 0 0 0 3,436
Mielikintie 8 Mielikintie 8 Oulu 8,345 0 0 0 0 1,030 0 9,375
Perintokuja 14 Perintdkuja 14 Vantaa 0 0 0 0 0 0 0 0
Huvilatie 2 Huvilatie 2 Vaasa 2,800 0 0 0 0 0 0 2,800
Asentajankatu 2 Asentajankatu 2 Turku 2,543 0 0 0 0 0 0 2,543
Viipurintie 48 Viipurintie 48 Turku 1,200 0 0 0 0 0 0 1,200
Pirttivuorenkuja 7 Pirttivuorenkuja 7 Turku 0 0 0 0 0 0 0
Total Finland Nursing homes 63,718 313 2,179 0 0 5,417 1,529 73,155
Area, sqm
Nursing Educa- Health Justice Resi-
Education Address Municipality home tion care system Office dential Other Total
Suotie 4 Suotie 4 Espoo 0 1,142 0 0 0 0 0 1,142
Arkadiankatu 24 Arkadiankatu 24 Helsinki 0 6,197 0 0 0 0 0 6,197
Haapaniemenkatu 6 Haapaniemenkatu 6 Helsinki 0 15,432 0 0 0 0 0 15,432
Nervanderinkatu 13 Nervanderinkatu 13 Helsinki 0 5,258 0 0 0 0 0 5,258
Pohjoinen Rautatiekatu 9 Pohjoinen Rautatiekatu 9 Helsinki 0 4,077 0 0 0 0 0 4,077
Satakunnankatu 23 Satakunnankatu 23 Pori 0 18,552 0 0 0 0 4,624 23,176
Strandgatan 2 905-2-3-30, 31 Strandgatan 2 905-2-3-30, 31 Vaasa 0 15,347 0 0 2,435 0 788 18,570
Turku University of Applied  Joukahainengatan 3 A Turku 0 16,282 0 0 0 0 0 16,282
Sciences 853-21-2-26
Total Finland Education 0 82,287 0 0 2,435 0 5,412 90,134
Area, sqm
Nursing Educa- Health Justice Resi-
Health care Address Municipality home tion care system Office dential Other Total
Kornetintie 8 Kornetintie 8 Helsinki 0 0 2,626 0 0 0 0 2,626
Kajaanintie 48 Kajaanintie 48 Oulu 0 0 4,384 0 0 0 0 4,384
Louhelantie 10 Louhelantie 10 Vantaa 0 0 4,939 0 0 0 0 4,939
Total Finland Health care 0 0 11,949 0 0 0 0 11,949
Area, sqm
Nursing Educa- Health Justice Resi-
Justice system Address Municipality home tion care system Office dential Other Total
Arvi Kariston katu 5 Arvi Kariston katu 5 Hameenlinna 0 0 0 4,715 0 0 0 4,715
Total Finland Legal Sector 0 0 0 4,715 0 0 0 4,715
Total Finland 63,718 82,600 14,128 4,715 2,435 5,417 6,941 179,953
Total Foreign 282,855 104,663 14,890 27,357 2,435 5,417 8,218 445,834
Total Sweden 434,636 382,995 221,435 101,061 72,737 17,350 55,488 1,285,702
Total portfolio 717,491 487,658 236,325 128,418 75,172 22,766 63,706 1,731,536
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Hemso's Sustainability Report

As of t he 2016 financial year, Hemsd's sustainability reporting will be
included in t he Annual Report. Hemso reports in accordance wit h t he
Core option of t he Global Reporting Initiative (GRI) standards. T he report
describes Hemsd's sustainability performance and results for 2018. T he
contact person for t he report and its contents is t he Interim Head of
Sustainability, Andreas Widing ho ff (andreas.widing ho ff@ hemso.se).

A summary of t he GRI topics and indicators reported is presented on t he
following pages, wit h information about w here t hey can be found.

GRI data

Information about t he GRI Indicators not included elsew here in t he Annual

Report is presented below.

102-41 Perc ge of total employ
bargaining agreements

covered by collective

All employees in Hemso Fastig hets AB and Hemso Development AB are
covered by collective bargaining agreements. Virtartes, Hemso in Finland
and Germany comply wit h local legislation.

102-13 Memberships of associations 2018

Organisation

Role and purpose

Almega

Almega helps service companies develop
positive relationships between employer
and employees.

Future by Lund

Innovation platform for sustainable urban
development.

Royal Institute of Technology’s Property
Academy

Funding for research related to property
management.

SGBC —Sweden Green Building Council

Organisation that promotes sustainable
construction and urban development.

Confederation of Swedish Enterprise

An employers’ organisation that lobbies
actively for Swedish pro-business
interests.

Vinnova

Government agency for innovation

in Sweden with a mission to promote
sustainable growth. Hemso is part of a re-
search project on restorative workplaces/
outdoor environments.

Malardalen University,
KP12030 research project

Hemso participates via the Forum for sus-
tainable properties as part of the KPI2030
research project.

Berlin City Mission

Hemso sponsors the organisation’s initia-
tives to support the homeless, “kdltebus.”

Forum Vardbyggnad

Association for development, research
and education in the physical environ-
ment for health care and care services.

201-1 Direct economic value generated and distributed

SEK million SEK million

2017 2018 Share, %
Direct economic value generated
Income (rents and other income) 2,370 2,617
Economic value distributed
Employee salaries and benefits, -129 -154 6
social security contributions
Payments to providers of capital -345 -345 14
Dividends to the owners -556 -657 25
Payments to suppliers -549 -594 23
Tax -66 -71 3
Economic value retained 725 770 29
401-1 New employee hires and employee turnover
Employee turnover, % 2018 2017
Total 17.1 22.0
Men 16.8 18.2
Women 13.5 12.1

T he number of new employees in 2018 was 22 (23).
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302-1 Energy consumption within the organisation*

Total energy con-
sumption, MWh

Direct energy consumption per primary source 3,089
Heating oil 0.8
Natural gas 2,969
Diesel 102
Petrol 17

Indirect energy consumption per primary source 234,407
Indirect energy consumption per primary source 234,407
Renewable electricity 93,754
District heating 136,965
District cooling 3,688

Total MWh 237,496

Greenh gas i

Gross emissions,
tCOze
305-1 Direct emissions from own vehicles and fuel 884
consumption (Scope 1)

305-2 Indirect emissions from purchased electricity, heating 10,405
and cooling (Scope 2)

305-3 Other indirect emissions from business travel 2,134
and the production of energy carriers (Scope 3)

Total emissions 13,423

*Energy consumption and emissions include data for Sweden and Finland.
**Greenhouse gas emissions are reported in accordance with the GreenHouse Gas
Protocol (GHG Protocol)

103-1 - 103-2 Discl es on M.

with laws and regulations
Laws and regulations of particular signi ficance for Hemso are mainly in
t he areas of tax, financial accounting and reporting, employer’s liability,
premises liability and for t he role of developer. To ensure compliance wit h
laws and regulations, Hemso applies internal procedures, quality control
and external audits. Every area is continuously monitored in regard to
regulatory and legal changes to enable timely action and adaptation of t he
operations. For obligations t hat are governed by law, Hemso has a clear
delegation of responsibilities wit hin t he company and ongoing training for
t he people concerned. T he principle of responsibility is based on fields of
expertise and t he employee’s own ability to take responsibility for t heir
particular area of expertise.

Approach - compliance

307-1, 419-1 Non-compliance with laws and regulations
During t he year, Hemso was not subject to legal action due to non-
compliance wit h laws or regulations.

405-1 Breakdown of Board and employees according to age group and gender

Percentage of

men/women, % < 29 years 30-49 years > 50 years
2018
Board 67/33 0 33 67
Management 75/25 0 100 0
All employees 51/49 10 70 20
2017
Board 67/33 0 33 67
Management 75/25 0 100 0
All employees 50/50 9 72 23

* Including the jointly owned company Vitartes



GRI Content Index

G L dard discl es Page Comments
102-1 Name of the organisation Hemso Fastighets AB
102-2 Activities, brands, products, and services 1
102-3 Location of headquarters Stockholm
102-4 Location of operations 1
102-5 Ownership and legal form 83
102-6 Markets served 1
102-7 Scale of the organisation 2,66
102-8 Information on employees and other workers 68
102-9 Supply chain 42
102-10 Significant changes to the organisation No major changes in 2018
Hemso applies the precautionary principle through systematic
property management, which prevents problems associated with
the indoor environment. The precautionary principle is also applied
102-11 Precautionary Principle or approach when using new materials and products.
Externally developed regulations, standards, principles
102-12 to which the organisation subscribes/endorses 64, 65
102-13 Memberships of associations 132
102-14 Statement from the CEO/Chairman 6-7
102-16 Values, principles, standards, and norms of behaviour 1,63
102-18 Governance structure 83-86
102-40 List of stakeholder groups www.hemso.se
102-41 Collective bargaining agreements 132
102-42 Identifying and selecting stakeholders www.hemso.se
35-39,59
102-43 Approach to stakeholder engagement www.hemso.se
102-44 Key topics and concerns raised www.hemso.se
Employee-related data covers Sweden, Germany and Finland. The
GRI report is largely based on Hemsd’s Swedish operations, which
Entities included in/not covered by the organisation’s includes most of Hemsd's properties. The aim is to gradually include
102-45 consolidated financial statements or equivalent documents more data for Germany and Finland.
102-46 Defining report content and topic Boundaries 64
102-46 Material topics 64, 133-135
102-48 Restatements of information No data was restated.
102-49 Changes in reporting The materiality analysis was updated.
102-50 Reporting period 1Jan 2018-31 Dec 2018
102-51 Date of most recent report 29 Mar 2018
102-52 Reporting cycle Calendar year
102-53 Contact point for questions regarding the report 132
Claims of reporting in accordance with the GRI
102-54 Standards Core/Comprehensive 132
102-55 GRI Content Index 132
102-56 External assurance 132
Material aspects, management approach and indicators
Economic performance
103-1,
103-3, Management Approach 14
103-3
201-1 Direct economic value generated and distributed 132
Compliance
103-1,
103-3, Management Approach 132
103-3
i%j Non-compliance with laws and regulations 132
Anti-corruption
103-1,
103-2, Management Approach 63
103-3
205-2 gst:ﬂ_gur:l:;?o%npagiiter: Ian rlw:Jgpargg:(tju res 63-64
205-3 Confirmed incidents of corruption and actions taken 64
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Materials and chemicals

103-1,

103-2, Management Approach 56

103-3

301-1 Materials used by weight or volume The possibility of measuring materials used in projects will be

investigated in 2019.

. Materials in new construction that meet
Hemso-1 L, . . 56
Hemsd’s environmental and health requirements

Energy

103-1,

103-2, Management Approach 14, 40

103-3

302-1 Energy consumption within the organisation 132

302-4 Reduction of energy consumption 40

CRE1 Building energy use intensity 40

Emissions

103-1,

103-2, Management Approach 40

103-3

305-1 Direct (Scope 1) GHG emissions 132

305-2 Energy indirect (Scope 2) GHG emissions 132

305-3 Other indirect (Scope 3) GHG emissions 132

305-4 GHG emissions intensity 40

Effluents and

Waste

103-1,

103-2, Management Approach 42-43

103-3
Waste volumes will be monitored in new agreements for waste
management in property management. Waste volumes will also be

306-2 Waste by type and disposal method 42 monitored in development projects as of 2019.

Employment

103-1,

103-2, Management Approach 58-59

103-3

401-1 New employee hires and employee turnover 132

Occupational health and safety

103-1,
103-2, Management Approach 60
103-3
203-2 Types of injury and rate§ of injury, occupational diseases, 60 Partially reported.
lost days, and absenteeism
Training and education
103-1,
103-2, Management Approach 58-59
103-3
- Hemso measures the percentage of employees who are satisfied
404-1 Average hours of training per year per employee 39 with the skills-development opportunities available to them.
Percentage of employees receiving regular performance
404-3 - 59
and career development reviews
Diversity and equal opportunity
103-1,
103-2, Management Approach 59-60
103-3
405-1 Diversity of governance bodies and employees 60, 132
405-2 Ratio of basic salary and remuneration of women to men 60
Supplier social assessment
103-1,
103-2, Management Approach 42
103-3
308-1 New suppliers that were screened o
414-1 using social criteria
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Tenant health and safety

103-1,
103-2, Management Approach 38-39, 42-43
103-3
2161 Assessment of th§ health aqd safety impacts of o
product and service categories
Hemsé-2 Reportgd accidents and incidents in. Hemso’s 2
properties during the reporting period
Product and service labelling
103-1,
103-2, Management Approach 64
103-3
CRES Sustainability cerhﬁcatlons and ranking of the 20
property portfolio
Customer satisfaction
103-1,
103-2, Management Approach 38-39
103-3
Hemso 3 Results of customer satisfaction surveys 39
Sustainability Report Auditor’s opinion on the
In accordance with Chapter 6, Section 11 of the Annual Accounts SUStal’nablllty Report
Act, Hemsé has chosen to prepare its statutory Sustainabili- To the Annual General Meeting of Hemsé Fastighets AB, Corp. Reg. No.
ty Report as a separate report to the legally required Annual 556779-8169
Report. Sustainability is an integral part of Hemsd’s operations Assignment and delegation of responsibilities
and permeates both its business model and strategic direction. The Board of Directors is responsible for the 2018 Sustainability
The pages of Hemsd's Annual Report referred to below present Report, as defined by the Board on this page, and that it has been
Hemsd's activities and performance in the areas of environment, prepared in accordance with the Swedish Annual Accounts Act.
social conditions and employees, respect for human rights and
anti-corruption. This information comprises Hemsd’s statutory Review focus and scope
Sustainability Report. Our review was performed in accordance with FAR’s auditing stan-
dard RevR 12, Auditor’s opinion on the Sustainability Report. This
For a description of Hems&'s strategy and business model, refer to means that our review of the Sustainability Report has a different
pages 9-13 of the Annual Report. Hemsd’s material sustainability focus and is substantially less in scope compared with the focus
topics were identified by performing a materiality assessment that and scope of an audit conducted in accordance with the Interna-
is continuously validated through an open dialogue with the most tional Standards on Auditing and the auditing standards generally
important stakeholder groups. Hems®’s material sustainability accepted in Sweden. We believe that this review provides us with a
topics are summarised on page 64. Governance, management sufficient basis for our opinion.
and performance indicators for the material sustainability topics
are described in the following sections: Property management on Opinion
pages 38-43, Human rights on page 42, Development on pages A sustainability report was prepared.
50-57, Environment and Sustainable business on page 63-65,
Anti-corruption on pages 63-64 and 80, Social sustainability on Stockholm, 29 March 2019
page 65, Employees on pages 58-62 and 79, and in Hemsd’s 2018 Ernst & Young AB
Sustainability Report on page 132. Risks for the environment and
climate are described on page 79.
Hemso reports its 2018 sustainability activities in accordance with Mikael lkonen

the Core option of the GRI standards. For additional information on Authorised Public Accountant
the location of the various sustainability-related disclosures, refer
to the GRI Content Index on pages 133-135.
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Key ratio calculations

Hemso presents some financial measures in interim and annual reports that are not defined under IFRS. The company
believes that these measures provide useful supplemental information for investors and company management since they
enable evaluation of the company’s earnings and financial position. Since financial measures are calculated differently by
different companies, they are not always comparable with the measures used by other companies. Amounts in SEK million.

Return on equity Jan-Dec 2018 Jan-Dec 2017
Profit for the period 3,092 2,591
Average equity 11,997 9,734
Return on equity, % 25.8 26.6
Property yield 31 Dec 2018 31 Dec 2017
Net operating income according to income statement 1,950 1,788
Adjusted for 12-month holding period 82 27
Adjusted for development properties -137 -104
Adjusted net operating income 1,895 1,711
Market value of properties 46,236 38,883
Adjusted for development properties -7,700 -6,220
Adjusted market value 38,536 32,663
Property yield, % 4.9 5.2
Total yield Jan-Dec 2018 Jan-Dec 2017
Net operating income 1,950 1,788
Change in value, properties 2,060 1,682
Total 4,010 3,470
Opening property value 38,883 33,629
Closing property value 46,236 38,883
Adjustment of -2,060 -1,682
value change for the year
Adjusted average property value 41,530 35,415
Total yield, % 9.7 9.8
Profit from property management Jan-Dec 2018 Jan-Dec 2017
Profit before tax 3,594 3,131
Reversal

Change in value, properties -2,060 -1,682

Value changes, derivatives -91 -135
Profit from property management 1,443 1,314
Return on profit from property management Jan-Dec 2018 Jan-Dec 2017
Profit from property management x 90% 1,299 1,183
Average equity 11,997 9,734
Return on profit from property management, % 10.8 12.1
Interest-coverage ratio Jan-Dec 2018 Jan-Dec 2017
Operating profit 1,815 1,659
Net financial items -372 -345
Interest-coverage ratio 4.9 4.8
Operating cash flow Jan-Dec 2018 Jan-Dec 2017
Profit from property management 1,443 1,314
Loss from participations -11 -2
in associated companies
Depreciation 2 2
Tax paid -51 -42
Operating cash flow 1,383 1,272
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Loan-to-value ratio 31 Dec 2018 31 Dec 2017
Interest-bearing liabilities 29,278 25,575
Less cash and cash equivalents -450 -1,134
Net debt 29,278 24,441
Market value of investment properties 46,236 38,883
Loan-to-value ratio, % 63.3 62.9
Debt-coverage ratio 31 Dec 2018 31 Dec 2017
Cash and cash equivalents 450 1,134
Undrawn committed credit facilities*® 12,700 10,000
Available liquidity 13,150 11,134
Short-term loans 7,994 6,691
Debt-coverage ratio, % 165 166
*Excluding undrawn construction credit

Share of secured debt 31 Dec 2018 31 Dec 2017
Secured debt outstanding 0 1,220
Market value of investment properties 46,236 38,883
Share of secured debt, % 0.0 3.1

Operating margin

Jan-Dec 2018

Jan-Dec 2017

Operating profit 1,815 1,659
Property income 2,618 2,375
Operating margin, % 69.3 69.9
Equity/assets ratio 31 Dec 2018 31 Dec 2017
Equity 13,199 10,795
Assets 47,406 40,677
Equity/assets ratio, % 27.8 26.5
Net asset value 31 Dec 2018 31 Dec 2017
Equity 13,199 10,795
Shareholder loans 0 0
Derivatives 281 544
Deferred tax 3,067 2,591
Net asset value 16,547 13,930
Adjusted equity/assets ratio 31 Dec 2018 31 Dec 2017
Net asset value 16,547 13,930
Assets 47,406 40,677
Adjusted equity/assets ratio, % 34.9 34.2
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Definitions

Financial definitions
Share of secured debt
Interest-bearing secured debt in relation to the market value of

investment properties.

Return on profit from property management

Profit from property management less 10 per cent standard tax, in relation
to average equity. Average equity calculated as the total of the opening and

closing balance, divided by two.

Return on equity

Profit after tax for the period in relation to average equity
(12-month rolling period). Average equity calculated as the total of
the opening and closing balance, divided by two.

Loan-to-value ratio
Interest-bearing net debt as a percentage of the market value of the
properties.

Property yield

Net operating income for the past 12 months, adjusted for the holding
period and currency of the properties during the period in relation to
the market value of the properties at period-end.

Available liquidity
Cash and cash equivalents and short-term investments, plus undrawn
committed credit facilities.

Profit from property management
Profit before value changes and tax.

Average interest rate

The weighted interest rate on interest-bearing liabilities with
consideration for interest-rate derivatives and committed credit
facilities on the closing date.

Adjusted equity/assets ratio

Net asset value in relation to total assets.

Loan maturity
The average of the remaining term of interest-bearing liabilities, taking
committed credit facilities into account.

Short-term borrowings
Loan maturities within 12 months.

MTN programme and EMTN programme

Swedish and European bond programmes, respectively.

Operating cash flow
Profit from property management after reversal of depreciation and the
proportion of associated companies’ profit less tax paid.

Interest-coverage ratio
Net operating income less administrative expenses in relation to
net financial items.

Operating margin
Operating profit in relation to property income.

Operating profit
Net operating income plus profit from associated companies less
central administrative expenses.

Debt-coverage ratio
Available liquidity excluding undrawn construction credit in relation to
short-term borrowings.

Equity/assets ratio
Equity in relation to total assets.

Net asset value
Equity plus deferred tax and derivatives.

Total yield

Property-related definitions

Net operating income
Rental income less operating and maintenance costs, property tax and
leasehold fees.

Economic occupancy rate
Contracted annual rental income in relation to rental value.

Rental income
Rental income for the period less vacancies, discounts and rental losses.

Lease duration
The weighted average remaining lease term excluding garage/parking,
storage and housing rented to private individuals.

Rental value
Contracted annual rental income plus vacancy rent.

Comparable portfolio
The properties owned throughout the entire period and entire comparative
period and not classified as development properties during these periods.

Contracted annual rent
Contracted annual rental income less discounts and rental losses.

Net investments

Total of purchasing, including stamp duty and other direct transaction
costs and investments in projects, less the selling price of properties sold
and the selling price of properties sold via companies and direct
transaction costs.

Development property

A property or well-defined part of a property that has been vacated in order
to convert and develop the property. A development property also refers

to a building under construction, or a property with an investment amounting
to at least 20 per cent of its market value. A development property is reclassi-
fied to completed property on 1 January of the year after completion.

Public property

A property that is predominantly used for taxpayer-funded operations and
is dedicated to public services. Secure housing facilities are also included in
the public properties concept.

Large cities

The definition of metropolitan areas in Sweden, Finland and Germany
according to Statistics Sweden and the OECD: In Sweden and Finland,
municipalities with a population of 100,000 or more, and in Germany,
with a population of 200,000 or more.

Leasable area
The areas of the properties for which tenants can be debited rent at
period-end.

Rent based on vacancy rate
Rental value of vacancy rent as a percentage of total rental value.

Vacancy rent
Estimated market rent for vacant premises in “as-is” condition.

NOI-margin
Net operating income in relation to the sum of property income and
other income.

The sum of net operating income and value changes in relation to average
property value, adjusted for value changes over a rolling 12-month period.
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Reporting - Sustainable bonds

Hemso is the first issuer of sustainable bonds in the Nordic region.
The issue amount is SEK 1,000 million.

First in the Nordic region

On 30 May 2016, Hemso became the first
Nordic company to issue a sustainable
bond. The issue amount was SEK 1,000
million. The proceeds were used ex-
clusively for sustainable investing and
properties. Hemsd'’s sustainable bond
framework provides a clear definition of
the project types and properties that can
be financed. Hemsd was the first com-
pany in the Nordic region to incorporate
social investment into its framework. In
2018, the sustainability bonds frame-
work was updated and can be found on
hemso.se.

The proceeds from Hemsg’s first sustain-
able bond issued in 2017 were used to
finance three categories of sustainable
projects: environmental certification of
newly developed properties, investment
in the outdoor environment for a school,
and a conversion project to create hous-
ing for unaccompanied refugee children.

The bond is traded on the Nasdaq Stock-
holm Sustainable Bond list. —a market
segment for sustainable bonds with
specific eligibility criteria for issuers.

Qualified projects

According to Hemso’s framework for
sustainable bonds, the proceeds from
the issues are to be used to finance
environmentally certified properties,
energy-efficiency investments or social
investments in the following categories:

1. Development or acquisitions of new
properties

2. Existing environmentally certified
properties

3. Reduced energy consumption in exist-
ing properties

4. Social investments in the following
categories:
a. Schools
b. Nursing homes

c. Conversion projects to develop
refugee housing

No more than 10 per cent of the total
proceeds may be used for social in-
vestments. Only new projects received
allocations, but the aim is to finance both

new and existing projects in the future.

The complete framework is available at
hemso.se

Second opinion from
Sustainalytics

Ratings firm Sustainalytics reviewed
Hemsd’s sustainability performance and
bond framework terms. Sustainalytics is
of the view that Hemso’s sustainability
performance ranks highly in the property
sector and that the company is well-po-
sitioned to issue sustainable bonds that
support both environmental and social
initiatives. Sustainalytics verifies that
the investment categories included in
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the framework will contribute to greater

sustainability.

Read Sustainalytics’ second opinion on

hemso.se

Some examples of financed
projects

Grenverket — Social investment

in the outdoor environment
Grenverket in Lund comprises facilities
for education, health care and care
services, as well as office premises, a
boutique hotel and a community-based
school restaurant. The outdoor environ-
ments in the Grenverket development
project have been designed to promote
learning and reduce stress. The project
is based on environmental psychology
research conducted by the Swedish
University of Agricultural Sciences (the

natural enclosures, table-tennis
tables, basketball and football.

Ground materials and playground
equipment were chosen to ensure
accessibility, long-term sustainable
operation, permeability, robustness
and to promote natural greenery.

A special drop-off/pick-up point for
parents who drive their children to
school has created safer traffic flows
around the school.

A walk with QR codes was designed to
encourage physical activity and to pro-
vide information about plants, wildlife

and cultural history.

Grenverket — SGBC -certified,
Silver rating

The building has a SILVER rating under
the Sweden Green Building Council’s

Medicinaren 23 and 25, Huddinge

¢ Choice of materials based on Sunda-
Hus A, B and C+ classifications, which
means that materials are chosen on
the basis of their environmental and

health impacts.

¢ Environmental noise with a focus on
airborne sound insulation and noise
from installations and the choice of
sound-absorbing materials in floors
and ceilings.

Medicinaren 23 — SGBC-certified,
Silver rating

The first of two buildings in a training and
research centre next to Karolinska Uni-
versity Hospital in Huddinge. The building
houses the Royal Swedish Institute of
Technology’s School of Technology and
Health and the Red Cross University
College, as well as facilities for the Karo-
linska Institute and Karolinska University

(SGBC) certification system and the in-
vestment amount is SEK 674.6 million. To

Hospital. The building has a SILVER rating

Alnarp Model). The amount invested was o
under the SGBC certification system

SEK 15.2 million and used for:

safeguard the overall Silver rating, a wide and the investment amount is SEK 300

range of measures has been taken in the million. To safeguard the overall Silver

e Lighting to improve safety, security
and well-being, with particular
consideration for wildlife in the area.

e Replanting and replenishment of

plant species.

e Planning of horizontal and vertical
greenery. For example, trees provide
protection from the sun while shrubs
reduce noise levels around building

facades.

e Container gardening helps school
students deepen their understanding
of biology and ecology.

e Areas for both activity and relaxation:

seating, hammocks, a greenhouse,
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following areas:

Energy efficiency by adding insulation,
replacing windows, replacing facade
sealant, re-roofing and introducing
modern technical systems.

Indoor climate and air quality by focus-
ing on natural light, demand control

ventilation and air quality control. New
structural elements have, for example,
enabled more natural light to flow into
the building and improved accessibility.

Extensive remediation of hazardous
materials, such as PCBs, asbestos and
lead.

rating, a wide range of measures has
been taken in the following areas:

¢ Environmental noise with a focus on
airborne sound insulation and noise
from installations

¢ Choice of materials based on Sunda-
Hus A, B and C+ classifications, which
means that materials are chosen on
the basis of their environmental and

health impacts.

¢ Indoor climate and air quality by focus-
ing on natural light, demand control
ventilation and air quality control.



Environmental certification (category 1 and 2)

Medicinaren 23 and 25, Huddinge

Amount,
Category Property/project SEK million Project, description kWh/year kWh/m? tCO,/year kgCOzlm2
Technology and Health
Category 1 (Medicinaren 23)** 674.6 SGBC-certified, Silver rating 1,462,613 70.2 30.05 1.48
Grenverket (Klostergarden

Category 1 2:9, byggnad 90) 300.0  SGBC-certified, Silver rating 1,740,998 88.3 19.53 0.99

Total 974,6*

Social investments (category 4) Distance from

Amount, SEK No. of Area/person/ public

Category Property/project million  Project, description places m? transport, km

Category 4c Norr 5:10 2.9 Conversion to housing for 24 21 0.6
unaccompanied refugee children

Category 4c Krakhult 1:61 3.2 Conversion to housing for 24 30 0.2
unaccompanied refugee children

Category 4c Fritsla 14:8 2.9 Conversion to housing for 12 53 0.2
unaccompanied refugee children

Category 4c Byradirektoren 4 1.4 Conversion to housing for 25+8-12 46 0.1
unaccompanied refugee children

Category 4c Grenverket 15.0  Design of outdoor environment n/a n/a n/a
based on environmental psychology
research

Total 25.4%

* Information within the scope of the auditors’ assurance report.

** The outcome is excluding business electricity and cooling. Total energy consumption including business electricity and cooling: 1,927,313 kWh and 93.2 kWh/m?.

A selection of the research studies used for Grenverket’s outdoor environment design:

Grahn, P. Stigsdotter, U. & Berggren-Barring,
A-M. 2005. A planning tool for designing
sustainable and healthy cities. The importance
of experienced characteristics in urban green
open spaces for people’s health and well-
being. In Conference proceedings “Quality
and Significance of Green Urban Areas”, April
14-15, 2005, Van Hall Larenstein University of
Geocentrum Solvegatan 10, Lund Professional
Education, Velp, The Netherlands.

Grahn, P. & Stigsdotter, U.K. 2010. The relation
between perceived sensory dimensions of

urban green space and stress restoration.
Landscape & Urban Planning 94: 264-275.
Hollingsworth R &E. J. Hollingsworth. (2003).
Stora upptéckter och biomedicinska forsk-
ningsorganisationer (Eng: Major discoveries
and biomedical research organisations), Kim,
Lillemor & Martens, Pehr (eds), Den vildvax-
ande hogskolan, Studier av reformer, miljoer
och kunskapsvagar (Eng: The wild-growing
college, Studies of reform, environments and
knowledge paths), SISTER, Skrifter 8, Nora:
Nya Doxa.

Kaplan, R. & Talbot, J.F. (1983). Psychological
benefits of wilderness experience. Human
Behavior & Environment: Advances in Theory
& Research 6, 163-203.

Kaplan, R., Kaplan, S. & Ryan, R.L. (1998). With
People in mind. Island Press.

For a complete list of the research studies,
refer to: http://restorativeworkplace.com/
wp-content/uploads/2015/07/Publica-
tions-2015-Gl-Starka-Miljéer.pdf
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