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Key figures
e e
OPERATIONAL
Market value of real estate portfolio [ENOK) 8838 500 F7BA53
Total area [gross sgm) 50 875 59253
Occupancy rate of management portiolis (%) [TH] 05.4
WALRLT [years) a9 52
FINANCIAL
Rental income HOE) 52 130 46 564
Profit before walue adjustments and tax {HH0E) 22 B MR
Profit afier tax {thi0#) 58739 MIA
EPRA Eamings NOK) 5675 H/A
Met cazh flow from investment activities [(NOK] -£9254 A
Met nominal interest-bearing debe (INOK) GG 611 557 306
Dbt ratio (LTV) ) 643 716
Intenest coverage ratio {ICE) (%) 1.6 MNiA
Ecquity ratio (%} 2532 216
MUMEBERS PER SHARE
Eamings {NOK) 88 MIA
EPRA Eamings [(MOK) 57 H/A
Cash earnings [MOK) 183 A
Met asset value - EPRA KAV (NOK) 2819 BREIEE
& 5 st EPRA NNNAV (NOK) 2362 71138
Mumber of shares [thousand) 1000 15

"Compareables for 015 is based on values from transition [FRS balanes a5 of 01.01.2016 and (unaudited) values from Portfolio Report & of 31.12.2015. The
compareables from the ncome statement in 2015 are not prepared.
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THE PROPERTY PORTFOLIO

Geographic exposure

Tensbemg Porsgrunn

Skien

Orthers

L - Real estate activities

I -Information and communication

I%
F - Construction

G - Whaolezale and retail trade;
repair of motor vehicles and
motorcycles

K - Financial and
insurance activities

73%

C - Maniufacturing

(8]

11

Management properties

2

Project properties

1373 NOK

Average sqm cost per year

4.9 years

fwault)

1209

hawe their daily workplace here

M -Professional, scientific and
technical activities

0 - Pusblic administration
and defence; compulsory
social security

Management properties

RS Propertys management partfolio consists of
11 buildings with a total area of 42 250 sgm. As of
31.12.16, the management portfolio had a market
value of around MOK 8635 million. The accupancy
rate was 947 %, The weighted average unexpired
terms for the management portfolio where 4.9 years.
RS Property has during 2016 focused the portfo-
lio on the regions of Telemark and Vestfold. The ex-
ternal appraiser firm, Mewsec, values R8 Property's
properties on a quarterly basis. The market value on
the portfolio in B3 Property’s balance sheet is based

upon Mewsec's valuation of each individual property.
Valuation of the management portfolio is performed
on a property-by-property basis, using individual
DCF models and taking into the account the prop-
erty's current characteristics combined with the ex-
ternal appraiser’s estimated retum reguirements and
expectations as to future market development. 12
months rolling rent has increased from mMNOK 54.2
to mMNOK 58.0.

Area  Oocupancy Wauh

{sgmi L fyrs)
Parsgrenn 14782 978 4 40
Skien E228 08 3 20
Tensberg 16 446 915 3 44
Sandefjord 27 965 1 EBA
Total
management
portfalio 42 250 94.2 11 4.9
Project portfolio BE625 2
Tatal property
pertfolio 50 BTS 13 4.9

Project properties

In Parsgrunn RS Property is building, what is expect-
ed to be the first newly built powerhouse in Morway
Powerhouse Telemark is aiming for a BREEAM Excel-
lent or Outstanding classification. During its lifetime
a Powerhouse produces more renewable enengy
than it uses for materials, production, operation, ren-
ovation and demolition. The property is estimated 6
322 som It will be the future head office of all the
cormpanies in B8 Group, estimated 2 000 sgm. When
completed, Powerhouse Telemark will be a 11-floor
office building with a roof temace also open for the

Powerhouse Telemark
Mordre Fokserad 14, building two
Total Group

Market value 12 maorith ralling rent Met yield Masket rent

[tNOE)  (NOEfqm) (tHOEY  (NOKsgm) g NOK)  (NOKAqm)
71 500 18367 19953 1350 6.9 19674 1331
124 0DD 15070 8337 1013 Gl 10061 1213
408 0D 24 BOE 28 167 1531 6.0 29 397 17E7

i DD 21475 3543 1 268 5.6 3 906 1358
‘B63 500 20438 58 (DD 1373 6.2 63038 1492

25 DD 1899
‘BBE 500 23 336

Crwmnership

{36}

100%
100 %

public It is expected to be finished during the first
quarter of 2019,

In Sandeflord, close to the highway and well connect-
ed with public communication, the second block at
Mordre Fokserad is soon under construction. Mordre
Fokserad 14 has high environmental ambitions and
aims for energy class A. Enova supports the project
with funds to build an innovative ventilation system.
The second block at Mordre Foksersd will be a 3-floor
office building of 2 303 sqm. The building i expectad
to be finished during the first quarter of 2018

Estimated total

Project area peoject cost

{sqm) {mMNOK]
Porsgruenn Feb-19 6322 1730 32
Sandefjord Mar-18 2303 488 130
B 625 222 16.2



Tenant lease overview

RE Property tenant base comprises primarily private

sector fenants with leases up to 10 years

Public sector tenants upheld 41 % of the portfolio by
the end of December 2016. RE Property's public sec-
tor tenants are owned by governmental, county or

municipal bodies.

The 12 months rolling rent was NOK 1 373 per sgm.,
as of 31 December 2016, As of the same date, the

management properties had 55 tenants with a

he 10 largest tepant’s share of RE Property's rental
income represents 63.6 % of revenues.

The following table sets out the 10 largest tenants in R8 property's management properties as of 31 December 2016

Tenant

Morwegian Health and Economics Administration (Hello)
Emerson AS

Gamanawa SF

DME Bank ASA

Azets Insight AS

Mationa Oileeell Varco AS

Asplsn Visk AS

Furmanite AS

Caverion AS

Maturety profile management portfolio

HOK 25 000 000

in % of rent Sector

248 % Public
64 % Public
32% Private
48% Public
45% Private
44% Private
40% Private
34% Private
1% Private
20% Private

636 %

RO 20 000 D0

(RO 15 000 D00

(ROK 10000 002

WK 5000 DO I
HME me

T 0x0

B
‘|

average unexpired lease term (WAULT) of

Transactions in 2016

B8 Property have had their focus on the acquisition
of properties and projects in specific areas in the re-
gions Telemark and Vestfold. Target areas include ar-
eas in the dity centres and selected clusters and com-
munication hubs outside the city centres. This allows
R8 Property to offer rental opportunities at a price
range that fits its customer base. R8 Property’s local
knowledge of the two regions make the company
well positioned to make acquisitions that has prov-
en to be economically strong. Furthermore, locally
engagement from the company owners, has turned
out to be partially crucial for tuming difficult projects

with few or none tenants into a blooming property.

Sold properties

Bedriftsvelen 52-58

lorggata 8, also called Centrumsgarden is a good ex-
amgple of being an abandon building with no future
prospects from its previous proprietor. After BS Prop-
erty'’s involverment and take over, the same building
was 88 % pre-let and completely refurbished within
11 months.

During 2016 RE Property sold one management
property in Skien (2 878 sgm) and one project prop-
erty in Porsgrunn (Kammerherrelekka AS).

The two properties where sold for a total consider-
ation of 495 million.

Tranaacison Tranzaction

Property auarter Sam value Closiinyg date

Mansgement Q2-MNE 2878 i35 E006.2016
Kammerhesredoido Porsgrunn Project O-2016 WA 160 01012016
2878 49.5

Kammerhernelakka

53




CORPORATE
RESPONSIBILITY

“Build your country, but build it green.”
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Video conferencing. smart operation of
buildings, dloud services, and smart electric
networks are all examples of ICT solutions
that contribute to reduced CO2 emissions.
Development and promotion of ICT-hased
conferencing solutions that can reduce the
nesd for business travel s also in line with
the world’s marching orders for reduced
emissions of harmiul greenhouse gases.

"We'te nat there yet — we've barely started”

To be inspired 15 a key sucress factor As a
young real estate: company, R28 Property
has several professionals to look up to that
take their social responsibifity serousty: 2016
has been a hectic year for the company and
there are many systems, certifications, and
procedures o be in' place before we can as-
sert ourselves as being an the envimonmental
summit. Yet we work dynamically and pro-
actively to continually reduce our environ-
mental impact. We will protect the environ-
ment by throwing out less household waste,
use less enengy, and reduce water consump-
tion We are aleady a certifisd Eco-lightho-
use business, but it seems we are at & mi-
nimum today. B8 Property will reduce their
carbon footprint and set an examiple of how
to build buildings that can be a crucial part
of our future cities. We will build buildings
that contribute 1o local energy production,
collection and reuse of water, green roofs
that contribute to attenuation, and sustai-
nable use of local materials and suppliers,
When establishing new buildings ar when
renovating existing buildings, R8' Property
focuses on measures that give effect to the
emvironment. Measures may include replace-
ment of ventilation, better heat recirculation,
energy-saving lighting, and omanizing ele-
ciric vehicle parking,

Telemark Powerhouse
*Be the change you wish to see in the world®

Inorder to greet the future in a-sustainable
way, we believe that energy-plus buildings
will be part of the solution. These are buil-
dings that produce more enengy than they
use. There are several ways to define an ener-
gy-plus building, but RE Property has chosen
to follow the “Powerhouse” initiative. This is
a partnership between market leaders in the
construction industry, To realize a Powerho-
use requires that all parties facilitate an early

interdisciplinary cooperation. Selection of
building technology, matedals, and colla-
baorators are essential to meet the stingent
critetia which are assigned fo a Powethouse
By putting the ervironment first, it createsa
new kind of architecture through the princi-
ple form follows environment Powerhouse
Telemark will become a signature bullding
for the county and aworld class eco-building
that challenges traditional building culture.

Create jobs

We believe orie of the most important, local
tasks associated with 3 better community is
o create ‘2nd contribute o increased em-

ployment.

At the beginning of the year, the compa-
ny had 38 employees. During 2016, 9 new
jobs have besn created directly in the Group
through organic growth. In addition to this,
the Group through its activities contributed
positively to employment in a number of
subcontractors: The positive growth con-=
tinues in 2017 where a new increase in the
number of employees is expected. Among
other things, 2 new CEO at R8 Property. In
addition, seversl major construction projects
contribute to-significant employment with
subcontractors: RE Property’s local roots in
Telemark create trust and commitment to
the projects. The company invests heavily in
urban development with the desire to give
life back tovinert city centersin terms of new
jobs and increased job satisfaction

Everyone has a responsihility to help others
who do not have it a5 good. It could bein
the neighborhood or far away, for the en-
vionment or for humanity, Geopolitical
changes, global challenges, and a lack of po-
litical and economic stability in many parts
of the world will place great demands on
the international community in the future
We face global challenges which demand
more from us than ever before. Its easy to
get overwhelmed and become passive to
issues that are curmently distant in our own
Iives. In 2016, the R& group chose to donate
maoney to' bulld a computer lab in rural Tan-
zanla. Access to computers and the Internet
has proven to significantly increase quality of
education for these children. RS group beli-

-eves in education as the first step towards 3

sustainable future for the world's developing
countries. The Good Hope Support Organi-
zation was an opporfunity for the company
to ennich the lives of individuals.

At home, the group has partnered with lyk-z & daughters The company's founder, Ingeborg Lyk-
seth, is 2 social entrepreneur wha through Frog Online Identity works with adelescentsand young
adults who for various reasons find it difficult to participate in social venues, basic educational pro-
grams, and employment. The principle ofimproved quality of fife s probably the biggest achei-
vement for the participant on an individual level: From a macm perspective, however, we see a
number of social advancements arising in the waters of the individual's development. B8 Group
will fund courses for participants who want a lasting change in their lives and find a way back to
school and work We also want to facilitate job training with us for students at lyk-z & daughters.

ACCESSIBILITY

(= O o
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TRUST Q Q DRIVE
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o O -
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3. Capital and dividends

Equity

The Groupt value adjusted -equity per
31.12.16 was 2531 million kroner. it repre-
sents a net value adjusted property portfo-
lio of 31%. The Board considers the equity
situation as satisfactory and in line with the
company’s objectives, strategies, and risk
profile.

Ra Property is dependent on a satisfactory
financial flexibility, and the Board has there-
fore set an-ambition that net interest-bearing
debt divided by gross property values will re-
main.at a maximum of 70%. At the end of
2016, B8 Property had net interest-bearing
debt divided by gross property values of
6B,

Dividend

The Group has long-terme growth objectives
and it is therefore considered appropriate
that the main principle is not distributed di-
vidends to shareholders, Nevertheless when
results are strong, modemate dividends-could
be zccepted. It is considered essential that
the dividend does not set limits on planned
or new investments in the portfolio:

Authorization

The Articles of Association do not contain
provisions allowing the Board to decide that
the company will buy back or issue shares. |t
is also-not issued other althorizations fo the
Board of RE Property.

4, Equal treatment of shareholders and
transactions with related parties

There is only one class of shaes in R8 Pro-
perty and thus ali shares have equal rights.
There are no voting rights restrictions in the
statites:

RE8 Property has no new share issuesin 2016,
In the ewvent of a share issue in the future
will mainly shareholders in RE Property have
preferential rights to the capital increase The
preferential rights are safequarded by sha-
ring good information in good time for exis-
ting shareholders:

All significent transactions with refated parti-
&5 in RE Property follow the recommendati-
on that there should be an independent va-
luation from a chartered accountant or other
expert. Thisis to ensure that transactions and
intercompary agreements are carried out
correcthy:

RE Property has mot purchased or sold fis
own shares in 2016, Eventual future pur-
chases of its own shares will be subject to
Board approval before buying or selling. The
Board and management in R8 Property is
concemed that all shareholders should be
treated equally. To ensure this, a new set of
requlations designed to ensure issues related
to conflicts of interest in transactions or mat-
ters affecting members directly or indirectly
has been introduced.

5. Transferability

The Articles of Assoclationimpose norestrict-
ons an share transferability. The Companies
Act decisions relating to pre-emption rights
are valid. There is also a repurchase right by
termination associated with key personnel
for a limited period.

The shares are considered liguid when the
portiolio- consists of many modem office
buildings on centrally located properties The
fimancial strength of the tenant compasition
is good with 41% of public sector tenants
Key economic indicators are strong and the
reporting and transparency of the group is
regarded as good.

6. General assembly

The Board of R& Property wants to facilitate
that all shareholders should have the oppor-
tunity to sit in on the general assemibly and
safequand their rights. Arrangements are also
made for the general assembly to be an effe-
ctive forum for shareholders and the Board:

Summons. and related documents for the
general assembly will be sent out in advance
and otherwise in accordance with the decisi-
ons of the Companies Act. RE Property does
niot have a separate nominating committes
and thus the appointing of directors will not
be published on the company's website 21
days before; but form part of the legal do-
cumentation to all shareholders before the
meeting.

All relevant documents relating o the gene-
rzl assembly will be thorough and accurate
so that all shareholders can decide on the is-
sues thist are submitted to be negotiated. To
factlitate as much support as possible in the
general assembly, the registration deadline
isset for a minimum of 2 business days befo-
e the meeting.

The chair will ensusre a thorough and fair con-
duct of the general assembly. A chairperson
opens the meeting and the general assem-
bly elects the chairperson

R8 Property has not prepared its own proce—
dures that ensure an independent chairper-
son for the general assembly, but experien-
ce suggests that the implementation works
well. The consideration for the need for se-
parate procedures related to the chair is on-
ging.

It iz also advised that the directors and senior
executives are present at the general assem-
bly together with the auditor.

Shareholders who are unable to. attend are
encouraged to attend by proxy. The attached
summaons to the general assembly should be
attached to elated documents and form of
proxy. This form has been prepaied so that
it will allow voting on each case to be ne-
gotiated, ‘and candidates for election. In the
general assembly summons, the procedures:
redating fo participation and voting, as well
as use of proxy, are explained.

7. Nomination committee

R8 Property has pet 31.12.16 not established
a nomination committee. The compary will
seek to establish a nomination committes
during 2018

8. Corporate assembly and Board, compo-
sition and independence

It is decided to not establish a corporate as-
sembly in B8 Property since the company
has only one employes If the company gets
more than 200 employess, it would like to
establish a corporate assembly with broad
representation from the company’s. share-
holders.

The Board of B8 Property is composed of five
persons per 311216, All board members
are shareholders in the company. Efforts are
being made to establish a new independent
director during 2017,

There are currently two Board members who
are senior executives of RS Property, It can
be argued that this Is appropriate due to the
company's size and business scope.

This ensiires “hands on" knowledge of the
company’s activities and daily operations.
The Board follows up this point in the Boards
annual performance evaluation.

The Board of RE Property is not selecied on
the time interval per 31.1216, All direcors
elected at the general asemibly in 2077 will
be selected there for aninterval and nio mare
than a period of 2 years.

There has besn consistently good attendan-
e at the Board meetings in 2016, The Board's
expertise is considered good in regards to
economy, market understanding, and busi-
ress operations: The Board is seeking increa-
sed expertise in the real estate market in the
Oslo region. The Board cumently consists of
five men, and the last independent mem-
ber should be a woman for a more balanced
gender representation

9. The Board's efforts

The Board has: the overall responsibility
for the management of the Group and for
overseeing the daily management and busl-
ress activities. The Board's maln tasks are to
establish strategies and ensure their imple-
mentation. The Board is also responsible for
keeping abreast of the tompany's financial
position and that its activities accounts. and
asset management are subject to adeguate
controls

A mandate for R Property has been introdu-
ced in 2016 This will further focus rules on
the Board's proceedings and matters to be
considered by the Board.

I 2617, new guidelines will be introduced
for the general manager. Instructions.for the
management waill darify the duties; powers,
and responsibilities of the general manager
from the rules that apply to bisiness,

The Board sets annualcontrol plans andcon-
ducts an annual selfevaluation of the Bo-
ard’s competanse and its efforts. There is also
# set schedule for the objective and theme at
the various board meetings. The evaluation
will also ensure a good composition; and the
way the board functions, both indrddually
and as-a gmoup, in r=lation to the goals that
are set for the work:

Asof 31,1216, RE Property has not establis-
hed an audit commitiee or remuneration
commities. It s considered as part of the Bo-
ard’s self-evaluation whether it is appropriate
to establish these committess,

10. Risk management and internal con-
trol

Through its activities, the Group has earned
substantial financial assets that are exposed
to. several risk faciors including: the inte-
rest rate market, the rental market, and de-
velopment projects. There are relatively few
employees in the Group, and it is therefore
dependent on an appropriate division of e
sponsibilities and proft distribution.
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This is R8 Property
& Property develops and leases commercial

property. The Group's main office is located
in Porsgrunn, with a branch office in Tans-
berg. At the close of the year, the Group had
13 properties with 3 total ares of 50 B/5m2
The properties are geographically spread
over central locations in Telemark and Vest-
fold. The properties consist primarily of mo-
dem office space and a small share of retail
and -stojage The portfolio has a solid tenant
makeup with 41 per cent from the public se-
ctor and 59 per cent fram the private sector,
Seversl of the actors within the private sector
include krown brands in banking, msurance
and constlting operations.

REB Propesty’s business concept is to develop
emvironmental friendly buildings on regional
hubs, and lease and manage our properties
with the highest level of service and experti-
se. The Group is continuoushy working to be
ahead of the digitalization of the =al estate
markei

The Business in 2016

The Board's work

The Boam has supervised the management
and made sure the Group i in accordznce
with good corporate govemnance: During
the past year, the board has had 5 mestings.
As a part of the professionalization of the bo-
ard, a new board was chosen at an extraor-
dinary general mesting in October of 20156,
The board in RE Property is now cansistent
with the board in ultimate parent RE Group.
Mew members of the board are Erik Gud-
brandsen and @nvind Gundersen. In addition,
Emil Erfksred (chairman), Tommy Thovsland
and Runar Eriksred are also part of the board,

The leasing market

There is a lack of consistent market repor-
ting on commercial property in Telemark
and Vestfold, which makes it difficult to base
market forecasts on solid analyses and facls:
General vacancy in Telemark and Vestfold is
considered moderate; and the rental market
isconsidered demanding. Market for modern
office space is best near regional hubs. The-
re is growing optimism towards commercial
real esiate in city centres in Skien and Pors-
grunn due-to increasing density in settle-
ment and farger municipal building projecis:
The market predicts that vacancy in this area
will be reduced in the years to come.

Q

Leasing activity in 2016

Despite a demanding rental market, RB
Property has had a positive year with many
riew leasing contracts. These contracts are
associated with, among other things, de-
velopment projects that will be completed
over the course of 2017 Rental agreements
totalling 145 million were established. This
means new contracts, expansions, and re-
newals. Solid leasing activity in 2016 made a
paositive contribution to the portfolio, having
only 5.8 percent vacancy asof 31122016,

Customer satisfaction

One of RB Property’s goals'is 1o be the best
in its sectar in-terms of customer satisfaction:
The Nomwegian Tenant Index is used to me-
asure customer satisfaction. RS Property had
the highest aggregate customer satisfaction
score of all measured property portfolios in
2016, and achieved a score of 88 for the se-
cond consecutive year, compared to the na-
tional average for the sector of 77.

Project development

Several projects were both started  and
completed in R& Property over the course of
the 2016 finandial year. New projects are Jo-
cated in Sandefjord and Porsgrunn. Both are
modem affice buildings with high focus on
low energy consumption and sostainability.

On Nordre Fokserad 14 in Sandefjord, buil-
ding phase 2 has started, including con-
struction of a 2 303 sgm office bullding.
The project is centrally located near the E18
motorway and the exit for TORF Sandefjard
Alrport. Great emphasis has been placed on
envimonmentally friendly and energy efficient
solutions, and project planning fulfits'enemgy
class A Construction phase 2 will be move-in
ready O1-2018

The project “Powerhouse Telemnark” in Pors:
grunn was begun with a feasibility study in
2015 for a & 322 sgm naw office bullding.
There has been intensive work in 2016, with
possible tenants to occupy the building.
Scheduled completion of the building is Q1-
2019, Upon completion, this will be one of
the most enengy-efficient and environmen-
tally friendly office buildings in the world,
The building will produce more energy than
it itself uses. The project will be one of the
miost important for BB Property over the co-
ing years

In addition to the projects launched in
2016, there were also one project that was
finished in 2016

The project “Torggata 8 in Skien was
completed in August 2016, The project en-
compasses the building krown as the Cen-
trumgarcen, built in 1937. Renovation wark
started in December 2015 and was comple-

ted in August 2016 The principal tenant is

Telematksawisa, whichis relocating to central
Skien. The property has retail space on the
ground floor and office space throughout
the remaining floors. The buillding is consi-
dered prime location In Skien, with high-end
miodermn office spaces,

RE' Property's project portfolio comprises
8625 sgm.

The transaction market

In 2016, the volume of transactions in the
Morweglan market totalled around NOK 70
billion, which is considered high In a narma-
lised perspective but lower than the record
year, 2015. There are refatively few properti-
&s for sale. and demand from both national
and international investors remains strong.
The yield gap remains attractive despite
the recent increase in interest rates, and the
Morweglan economy has proven resilient
through the recent period of low oil prices

The prime yield in Oslo has decreased from
around 4.1 per cent at the beqginning of 2016
to 3.8 per cent by year-end, while the over-
all high level of demand for Norwegian real
estate has led to a contraction in yield levels

in-all dties and property segments.,

Yield levels in Telemark / Vestfold are higher
than in the Osla region, but there is compres-
sian inyield levels. The compression is prima-
rily toward modern buildings near regional
hubs with solid tenants.

Property transactions in RS Property
Throughout 2016, two transactions were

conducted as part of B8 Property's overall
strateqy. Divestment of one development
project in Porsgrunn and an office building
in Skien were completed as a part of cultiva-
ting the property portfolic:

The following transactions were completed
fn 2016

o I June 2016, R8 Property sold 50 percent

of Kammerherrelakka AS in Porsgrunn. This s
2 development project with the intention to
develop a hotel, office” building, and unider-
ground parking garage. Thisis a joint venture
with Rom Eiendiom AS, and the divestmentis
a part of restructuring the portfolio. The pro-
perty was sold to R8 Investment AS:

I January 2016, R8 Property sold Bedriftswel-
en 52/58 AS in Skien for 33.5 million to R8
Imvestment AS.

Corporate Social Responsibility

RE Property's contribution to society, both
locally ‘and globally, s a central concern.
RE Property is committed to operate in
accordance with responsible, ethical, and
hongurable business principles. Three core
areas of positive contribution fo saciety were
chosemn:

o Envvironment

o Socizl engagement
o Volunteer work
Environment

Through pioneering technology and inter-
disciplinary cooperation, the Groug will help
ensure that tomonow's commercial proper-
ties: are” environmentally friendly and that
they make a positive contribution to our en-
vironiment. Work is carried out, for exampis,
in areas such as energy consumption, was-
te-handling, and educated choice of more
environmentally friendly bullding materials,
OnWednesday, 18th of January, it wasanno-
unced that Powerhouse Telemark is schiedu-
led to start construction work in September
2017. Powerhouse Telemark, designed by
Snehetia architects and the Powerhouse
collaboration, will have an exceptionally low
enermgy censumption, using selar energy and
sea water for heating and cooling. R8 Proper-
ty chooseto bulld a world-class environmen-
tat bullding to challenge old industry policy
and to contribute to change. By showing itis
possible to reduce the sector’s environmen-
tal footprint and still be profitable, BB Proper-
ty is determined tocreate a sustainable value
chain as a responsible social player.

I 2016 the Group managed successfully o
and become a member of the Norwegian
alliance, Eco-lighthouse or “Miljefyrtan® in
Morwegian.
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Social Engagement

Ower the years, RS Property has contributed
to various initiatives both locally and globally.
Ona local level, BB Property has contributed
by spansoring several local athletics dubs.
Furthermore, RE Property formed an alliance
with the company Lyk-z & Daughtersin 2016
The company’s founder is a social entrepren-
eurwho dedicates her life to ensure troubled
youngsters a way back on track. RB Property's
contribution, alongside economic suppart,
are abso sought through the possibility of
intemships and employment in R8 Property.

Giobally, RE Property has provided financial
support to volunteer organisations such as
Young Life in the Philippines and the Good
Hope Support Organization in Tanzania. The
Group's donation to the Good Hope Organi-
zation helped build a computer labin 2016,

Volunteer work

R8 Property attemipts to develop a routine
for every employes to undertake s volunteer
assignment at some point during the year,
This undertaking can-be big or small, but
should reflect the individual's personal enga-
gement. The goal is to be a role-mode! for
other comipanies, and to contribute tha po-
sitive development in those districts where
RB Property condurts its business.

Organisation and working environment
B2 Property had one employee as of
31.12.2016. The board consists of 5 men. Th-
ere i5 nonetheless an active effort underway
to promote eguality and counter all discrirmi-
nation within related and jointly controlled
comparies. All employess have the right to
fair and egual treatment regardless of age;
ethnic background, functional handicap, or
refigion.

Exterior environment

The Groups operations can affect the sur-
munding envienment in the form of noise,
dust and wibrations, and othar environmen-
tal impacts.: Property. development ‘carried
out by the Group may also entail interventi-
ons in, and alterations to, the landscape and
natural environment.

The Group aims #o conduct business so that
the impact on resources and the erviron-
ment is kept to 8 minimum and well within
the reguirements imposed by authorities
and contracting parties:

Statement of income, balance sheet, and
statement of cash flows

Accounting report

The period report have been prepared in
compliznce with IFRS. This accounting prin-
ciple has been applied consistently throug-
hout all of 2016 For 2015 the finandal sta-
tements was presentad in accordance with
Morwegian GAAP,

Income

RE Property's profit and loss account for 2016
comprises of 13 properties at the dose of the
year, along with properties sold, up until their
time of divestmient. Gross operating revenu-
5 {or the Group in 2016 totalled 533 million.

The Group's finandal income totalled 1.8 mil-
lion. Financial costs, primarily including in-
terest costs and other costs associated with
the Group’s financing activities, totslled 24.
million. Profits before tax in 2006 was 713
million, and total comprehansive income af-
ter taw was 588 million. Tax expense for 2016
was 12.5 million,

Balance sheet

As of 31122016, the Group’s assets had a
book value of 2193 million (7358 million),
Of the iotal assets, investment properties
accounted for 8635 million (7786 million).
Total accounting equity in the Group total-
led 231.5 million (1727 million). This makes
for & book eguity, ratio.of 252 per cent (216
per cent).

Cash flow statement

Met cash flow from operating activities was
17 2 millionin 2016,

The net cash flow from investments was

--£9 3 million for 2016 Proceeds from proper-

ty transactions amounted to 184 million and
relates to the sale of Bedriftsvelen 52/58 and
Kammestherelekka. Upgrades and constru-
ction of investment properties amounted to
-875 million and relates to the construction
of Mordre Fokserad in Sandefjord and the re-
habilitation of Torggata B in Skien.

Met cash flow from financing activities was
491 million. Net proceeds of interest bearing
debt was 502 million. During 2016 R8 Pro-
perty has made a repayment of 356 million
in bank loans.

The net changein cash and cash equivalents
was —3.0 million for 2016,

Going concern

The financial statements. have been prepa-
red based on the going concern assumption,
and the Board confirms that this assumption
is valid. R8 Property s in-a healthy financial
position and has good liquidity. The Board
confirms-that the Group had sufficient equ-
ity and liquidity as at 31December 2016.Th-
ere have not been-any events since 31 De-
cember 2016 that have a significant impact
on the financial staterments.

Financial structure and exposure

R& Property's collective loan portfolio s
comprised of lang- and short-term finan-
cing on the Norwegian capital market:

At the end of the year, loans totalled 6066
million, 482 per cent of which was tied up
in sic different interest rate swaps. The over-
all loan portfolio has a yearly amortization of
approximately 5 per centand average time
to maturity of 2.0 years. Average interest cost
a5-3t 31 December 2016 was 382 per cent.

#Asageneral principle R8 Property’s financing
is based on a negative pledge of the Group's
assefs that epables. a-broad and flexible fi-
nancimg mix.

The Goup has adopted a financial strategy
with @ medium loar-to-value ratio, and tar-
gets a loan-to-value ratio of apprasimately
70 per cent. The Group’s loan-to-value ratio
2s 3t 31 December 2016 was 68.3 percent.

Corporate governance

RE Property works in accordance with the
principles of conducting transparent busi-
ness tomaintain a high lewvel of trust among
shareholders, banks and financlal instituti-

ans, ternants, and society in general

The Group therefore strives for sound corpa-
rate govermance and company management
as & means of achieving this. We have taken
the decision to implement the principles
from the Norwegian committee for conpora-
te governance and company management
(NUES). These shall be gradually incorpora-
ted over a 3year period, and be fully imple-
mented in RE Property at some point in 2018

Five board meetings in R8 Property were
held in 2016, and board mestings have had a
good level of participation throughout

The section of this annual report on corpora-
te governance provides a more detailed des-
cription of the corporate govemance princi-
ples and reporting pursuant to Section 3-3b
of the Narwegian Accounting Act

Shareholder information

RE Property's share capital is 2,500,000 divi-
ded into 1,000,000 {2,500) shares, with each
share having a par value of NOK 2.5 (NOK
1 000). There was a split in 2016 (1:400). All
the shares have been issued in accordance
with the Morwegian Public Limited Compa-
nies Act and are fully paid. R8 Property has
ane class of shares. All shares provide equial
rights, including the right to any dividends.
Each of the shares carries one vote, There are
no-share options or other rights to subscribe
fior or acquire shares issued by R8 Property.
Meither RE Property nor any of its subsidi-
aries directly or indirectly owns shares.in the
Group.

Risks associated with the business
A8 Property assesses risk-on an ongoing ba-
sis. The main risks are commerdal, operatio—
nal, project, and business and strateqic risk.

RE Propertys commerial risk includes” the
rick associated with signing and renegoti-
ating contracts: Economic downtums may
lead to-changes in market rents. B8 Property
achieves stable and predictable cash flows
through long-term leases with a balanced
maturity profle; The Group aims o reduce
rental risks through systematic custbmes
suppart, by keeping track of when contracts
expire: and planning how to attract new
tenants: 41 per cent of the Groups custo-
mers are from the public sector as of 31 De-
cember 2016

The market value of the Groups property
portfoliois affected by cydical Aluctuations in
the economy. A decrease in the market value
will reduce the Group's Equity and increase
Loan-to-Value mtios

Commenclal risk-alsa Includes the Group's fi-
nancial risk, The Group is exposed to hinancial
risk through the liabifities on its balance she-
et Changes in intersst rate levels will have an
impact on the Group’s cash flows. The Group
seels to manage this risk by actively using
various interest rate swaps and by spreading
maturifies. Liguidity risk and refinancing risk
are reduced by entering Into long-term loan
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_onsolidated Anancial statements RE Property RA Property AS- IFRS Period Report 2016
Statement of total comprehensive income Balance sheet
1 January to 31 December Assets
AN amounts in NOK thowsand AN smounrs in NOK thousamnd
ot 2016
Rental income & 521130 NON-CURRENT ASSETS
Other operating revenue 1176
Total operating income 53 106 Other intangible sasts 13 o8
Total intangible assets B
Mainterance snd ether sparating eapenies 10 ENT
Other property-related exgp 5,10 2315 Investment property 14 BEE 500
Administrative sxpentes 10,11 2058 Other operating Sisets 13 1029
Total cperating costs 12630 Total property, plant & equipment BBD 529
MNet income from property management 40675 Loans to associstes 23 26 308
Total financial assets 26 308
Changes in value from investment properies 14 A8 444
Operating profit 8811 TOTAL NON-CURRENT ASSETS S15938
Interest and other finance income 12 1812 CURRENT ASSETS
Interest and other flinance expends 12 -24 149
Met realised financiaks -23 337 Trade receivables 15 1607
Unrealised changes in value of finacial istruments 4 487 Other receivables 16 1367
MNet financial items -17 B50 Total current receivables 2974
Profit before tax nan Cash and bank deposits 17 345
Tax expense i -12512 TOTAL CURRENT ASSETS ins
Profit for year 58759
TOTAL ASSETS 919254
Change in deferred tax on compreh incorme 0 -
Total comprehensive income for the year 58759 Mates 1 through to 26 form an imtegral pan of the consolidated financial statements.
Profit attributable to:
Eqquiity holders of the company 58759
Han-controlling interest -
Total comprehensive income attributable to:
Eqquity holders of the company 58759
Han-controlling interest i
Earnings per share:
Continuing operations
Basic=Diluted {NOK} 1 59

Hotes 1 through te 26 form an integral pan of the comsalidated financisl statements,
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Balance sheet
Equity and liabilities

AN amownts in NOK thousamnd

Note
EQUITY
Share capital 18
Share premium 18
Other paid-in equity 18
Retained sarnings 5
TOTAL ECANTY
LIABILITIES
Interest-bearing debt 19
Drefern=d tax liability 20
Financial derivatives 7
Dbt 1o group companies 7
Total nen-current liabilities
Trade payables and other payables Fil
Interest-bearing debt 4,19
Total current liabilities
TOTAL LIABILITIES
TOTAL ECFATY AND LIABILITIES
Motes 1 through to 26 fomn an integral pan of the consalidated financisl statements.

Parsgrunn, 5 Apil 2017

Board of Directors for R Property AS
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Emil Erfkirad

Chair of the Boaed/CED
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Runar Eriksred
Bnard memiber

Statement of
changes in equity

AN amounts in NOK thedsand

Equity &t 01.01.2016
Prafit for perind
Equity &t 31.12.2016

Motes 1 through te 26 form an integral part of the consolidated financial staterments.

RA Property AS- IFRS Period Report 2016
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Consolidated financial statements K8 Property RA Property AS- IFRS Period Report 2016
Statement of cash flows Summary of notes
1 January to 31 December
Al armourts in NOK thousand
Note # Description Page
Profit bedore ax 1m
Expersed interest and fees an boans from financial institutions 12 24 149
Iriterest and fess paid on loans from financial institutions 24118 WOTE 1 General information 62
Depreciation and amortisation 13 13 NOTE 2 Accounting policies &2
Change in market value investment properties 14 B 446
Change in market value financial instruments 7.19 -4 487 NOTE 2.1 Effect of implementation of IFRS 72
Change in working capital o NOTE 3 Critical accounting estimates and subjective judgements 73
Net cash flow from operating activities 172448 N
NOTE 4 Financial risk management T4
Proceeds frorm sales of investment properties and companies 18392 NOTE S Rick lease managemant 75
Upgrades and construction of investment properties 14 87539
Purchase of intangible assets and other plant and equipment 13 -147 NOTE 6 Segment information 76
Net cash flow from investment sctivities b NOTET? Categories of inandal instruments Fi-
Proceeds interest-beasing debt 19 B5 781 NCOTE & information about fair value 7
Repayment interest-bearing debit 12 35556 MOTE S Development projects 77
Net payment ol loan to associates and jointly controlled enities -1132
Net cash flow from financing activities 49052 NOTE 10 Operating costs 7
NOTE 11 Personnel costs and other remuneration of senior executives 78
Change in cash and cash equivabants -2 954
Cash and cash squivalents o1 beginning of period 31339 NOTE 12 Financial items 78
Cash and cash equivalents at end of period 345 NOTE 13 Intangible assets and other property, plant and equipment 79
Notes 1 throwgh to 26 form an integral par of the consolidated financial statements, NOTE 14 Investment properties and property used by owner T4
NOTE 15 Trade receivables 74
NOTE 16 Other current receivablas i
NOTE 17 Bank deposits B0
NOTE 18 Share capital and shareholder informiation &0
NOTE 19 Interest-bearing liabiiities and acoued interest 81
NOTE 20 Tax B
NOTE 21 Trade payables and other payables B2
NOTE 22 Subsidiaries &2
NOTE 23 Related parties B3
MNOTE 24 Auditors fee B3
MNOTE 25 Earnings per share 83
NOTE 26 Events after the date of the staternent of financial position 83
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NOTE 1 GENERAL INFORMATION

R& Property AS {"the Company®) is (together *"RE Property” or "the Group™) dedica-
ted to the development of modem and forward-locking office properties. These
must not anly make positive economic and social confributions to the commianity,
but mist also be particulary progressive in environmental tenmis. The Group owns
and manages 13 buildings with a total area of approximately 509 thousand square
mieters. As-of 31.12.16 the real astate portfolio had a market value of around NOK
8635 million. The public sector represents approximately 41 per cent of the 1o-
tal customer portfolio. RS Property's strategic areas are Telemark and Vestfold. The
Group has fis head office in Dokkvejen 10, 3920 Porsgrunmn.

The consolidated financial statements were adoptad by the Company’s Board on
5 April 2017.

NOTE 2 ACCOUNTING POLICIES

ACCOUNTING POLICIES

The most important accounting principles applisd are described below. These
principles are applied in the same way for-all periods presented, unless otherwise
indicated in the description. In addition to this IFRS financizal statement the compa-
ry has prepared the official annual report in accordance with N GAAR

BASIC PRINCIPLES

The consolidated financial statements have been prepared in accordance with
Intermiationat Financial Reparting Standards (IFRS) and interpretations by the IFRS
Interpretation Committes (IFRIC), as adopted by the EL, as well as additional Noe-
wegian reporting reguirements pursuant to the Nomwegian Accounting Act.

The consolidated financial statements have been prepared on the basis of the his-
tarical cost principle, with the following medifications: Investment properiies as
well as the Group’s non-current bormowings at fixed interest rates and derivatives
have been measured at fair value.

Presenting the accounts in accomance with [FRS reguires the management to
make certain assessments and assumptions The application of the Group’s acco-
unting principles also reguires management to exercise judgement. Estimates and
subjective judgements are based on past experience and other factors that are
considered appropriate. Actusl results may deviate from these estimates.

Estimates and underlying assumptions are continuously reassessed. Changes in
accounting estimates are recognised In the peribd in which the changes occurif
they apply.only to that petiod. If the changes also apply to future periods, the im-
pact is distributed over the current and future periods. Note 3 detalls items in the
accounts that are based on a significant amount of subjective judgement.

The consolidated financial statements have been presented on the assumption of
the business being a going concern

Application of new and revised International Financial Reporting Standards
(IFRSs) in 2016

Mo new or amended IFRS or [FRIC interpretations came into effect for the 2016
financial year that have a significant impact on the consolidated financial statements.

Standards, amendments and interpretations of existing standards that have not
come into force and where the Group has not chosen early implementation

A number of new standards and amendments to standards and interpretations
are effective for annual periods beginning after 1 lanuary 2016, and have not been
applied in preparing these consolidated financial satement. None of these isexpe-
cted to have a significant effect on the consolidated financial statements of the
Group, except the following set out below:

IFRS 9, ‘Financial instruments; addresses the classification, measurement and e
cognition of finandal assets and financial liabilities. The complete version of IFRS
9 was issued in July 2014. It replaces the guidance in 1AS 39 that relates fo the
classification and rmeasurement of hnancial instruments. IFRS 9 retains but simpli-
fies the mived measurement model and establishes three primary measurement
cateqgories for Anandal assets; amortised cost, fair value through OOl and fair value
through P&L The basis of dassification depends on the:entity's: business-mode!
and the contractual cash flow characteristics of the financial asset. Investments in
equity instruments are reguired to be measured at fair value through profit or loss
with the irmevocable option at inception to present changes In falr value in OCl not
recycling. There is now a new expected aedit losses model that replaces the in-
curred loss impairrment model used in 1AS 39, For financial liabilities thers were no
changes to classification and measurement except for the recogmition of changes
in own credit risk in other comprehensive income, for Kabilities designated at fair
valuethrough profit or loss: IFRS 9 relaxes the requirements for hedge effectiveness
by replacing the bright line hedge effectiveness tests: It reguires an economic re-
lationship between the hedged item and hedging instrument and for the ‘hedged
ratic’ to be the same as the one management actually use for risk management
purposes. Contemporaneous documentation is still reguired but is different to that
currently prepared under IAS 39. The standard Is effective for accounting periods
beginning on or after 1 January 2018 Early adoption & permitted, subject to EU
endorsement. The group is yet toassess IFRS 95 full impact.

IFRS 15, "Revenue from contracts with customers’ deals with revenue recognition
and establishes principles for reporting useful information to-users.of finandial sta-
tements about the nature; amount, timing and uncertainty of revenue and cash
flowes arising from an entity’s contracts with customers. Revenue is recognised
whien a customer obtains control of 3 good or service and this has the ability to
direct thie use and obtain the benefits frorm the good ar service The standamd repla-
ces |AS 18 ‘Revenue’and 1AS 11 'Construction contracts'and related interpretations.
The standard is effective for annual periods beginning on or after 1 fanuary 2018
and earlier application is permitted, subject to EU adoption. The group is assessing
theimpact of IFRS 15.

IFRS 16, Leases specihies howan IFRS reporter will rmcognise, measure, present and
disclose leases. The standard provides a single lessee accounting moedel, reguiring
lessess to recognise assets and labilities for all leases unless the lease term s 12
maonths or bess or the undetlying asset has a low value: Lessors continue-to classify
leases as opemting or finance, with IFRS 16% approach to lessor accounting sub-
stantially unchanged from its predecessor, 1AS 17. The standard is effective for acco-
unting periods beginning on or after 1 January 2019, Early adoption is permitted,
subject to EU endorsement The group is yet to assess IFAS 16 full impact.

There are po other IFRSs or IFRIC interpretations that are not yet effective that
would be expected to have a material impact on the Group.
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CONSOLIDATION PRINCIPLES

Subsidiaries

Subsidiaries are all entities over which the Group exercises control of fnancial and
opefating policies, normally through ownership of more than half the pital with
vating rights. When deciding whether control exists, the effect of potential voting
rights that can be exercised or converted on the balance sheet date is taken into
consideration:

Subsidiaries are consolidated from the date on which control is transfemred to the
Group, and are deconsolidated when control ceases.

Foraccounting purposes, acquisitions of subsidianies that do not constitute a busi-
ness as defined in IFRS 3, such as subsidiaties that only consist of a building, are tre-
ated as asset acquisitions. The cost of acquisition is then attributed to the individual
identiftabie assets and liabilities based on their elative fair values on the acguisition
date. Expenses associated with the transaction are capitalized under the property.
In such cases no provision is made for deferred tax (cf exceptions in 145 12).

Intragroup transactions, balances and unrealized gains are eliminated, Uinrealised
losses are ellminated, but are considered evidence of impairment in terms of wri-
ting down the value of the transferred asset. If necessary, the accounting policies
at subsidiaries are changed in order to bring them into line with the Group's acco-

unting policies.

Investment property

Property that is held for long-term rental yields or for capital appreciation or both,
and that Is not occupied by the companies in the consolidated Group, is classified
as investment property. Imvestment property also includes property that is being
constructed or developed for future use as investment property.

Land held under operating leases is classified and accounted for by the Group as
investment property when the rest of the definition of investment property is met:
The operating lease is:accounted for as if it were a finance lease.

Initial measurement also takes into consideration the property’s cost price, which
includes direct transaction costs such as document duty and other public duties,
legal fees and due diligence costs Transaction costs associated with properties ac-
guired through business combinations (as defined in IFRS 3) are expensed.

Afterinitial recognition; investment property is carried at fairvalue. Investment pro-
perty under construction is measured at fair value if the fair value is considered to
be rellably determinable:

Investment properties under construction for which the fair value cannot be de-
termined reliably, but for which the company expects that the fair value of the
property’ will be reliably determinable when construction is completed, are mea-
sured at cost less impairment until the fair value becomes reliably determinabls or
canstruction is complsted - whichever iz earlier

Fair value is based on active market prices, adjusted, if necessary, for differences
in the nature, location or condition of the specific asset. IF this informiation is not
available, the Group uses altemative valuation methiods, such as recent prices on
less active markets or discounted cash flow projections: Valuations-are performed
as of the financial position date by professional valuers who hold recognised and
relevant professional gualifications and have recent experience in the location and

category of the investment property being valued. These valuations form the basis
for the camying amounts in the consalidated financial statements. Investment pro-
perty that is being redeveloped for continuing use as investment property or for
which the market has become less active continues to be measured at fair value.

It may sometimes be difficult to determine reliably the fair value of the investment
property under construction. In order to evaluate whether the fair value of an in-
vestment property under construction can be determined reliably, management
considers the following factors, among others:

o The provisions of the construction contract

o The stage of completion.

= Whether the project/property is standard (typical for the market) or
non-standand.

o The level of relishility of cash inflows afier completion.

o The development risk spedific to the property.

o Past experience with similar constructions:

o Status of construction permits.

The fair value of investment property reflects, among other things, rental income
from current leases and other assumptions market participants would make when
pricing the property under current market conditions:

Subsequent expenditure is capitalised to the asset’s carmying amount onby when it
is probabie that future economic benefits associated with the expenditure will fow
to the Group and the cost of the item can be measured refiably. All other repairs
and maintenance costs are expensed when incumed. When part of an investment
property is replaced, the carmying amount of the replaced part is derecognised:

if a valuation obtained for a property held under a lease is net of all paymenis
expected (o be made, any related lease liability recognised separately in the conso-
lidated statement of financial position is added back to arfve at the camying value
af the investment property for accounting purposes.

Gains or losses as a result of changes in the market valie of investment properties
are recognised in profit of loss as they anse, and are presented on a separate line
after "net income from property management.”|nvestment pioperties are derecog-
nised when they have been disposed.

Where the Group disposes of a property at fair value.in an am's length transaction,
the camying value immediately prior to the sale s adjusted to the transaction price,
and the adjustment is recorded in the income statement within net galn from fair
value adjistment on investment property.

A property used by owner s scoounted for at revalued value less accumulated
depreciation and amortization. An evaluation of fair value for such properties is
camied out in the same manner as described for investment properties. Increase in
value of owner-occupied property is net recognised in the income statement, but
recognised as a change of the revaluation reserve in comiprehensive income. An
impairment of the value is recognised against the revaluation reserve, related o
revaluation of the specific bullding. IFimpairment sxeeeds the revaluation reserve,
the remainder is recognised against the income statement.
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If an Investment property becomes owner-occupied, it is reclassified as property
used by owner. Its fair value at the date of reclassification becames its cost fior sub-

sequent accounting purpases,

If an iterm of owner-occupied property becomes an investment property because
its use- has changed, any difference resulting between the carrying amount and
the fair value of this-item at the date of transfer is treated in the same way asa
revaluation under [AS 16 Any resulting increase in the carrying amount of the pro-
perty is recognised in income statement to the extent that it reverses a previous
impairment loss, with any remakning increase recognised in other comprehensive
incame and increase directly to equity in evaluation surplus within equity, Any
resulting decrease in the carrying amount of the property is Initially charged inot-
het comprehensive income against any previously recognised revaluation surplus,
with any remaining decrease chaiged to income statement.

Where an investment property undergoes a change in use, evidenced by commen-
cement of development with a view to sale, the property istransferred o property
for sale. A property’s deemed cost for subseguent accounting as property for sale
i5 its falr value at the date of change in use.

Property, plant and equipment

All property, plant and equipment (PPE) except om investment pmoperty isstated
at historical cost less depreciation. Historical cost includes expenditure that is di-
rectly attributable to the acquisition of the items and where applicable borrowing
costs (see below].

Cost of an item of PPE includes its purchase price and any directly atiributable
costs. Cost includes the cost of replacing part of an existing PPE at the time that
cost is incurred ifthe recognition critenia are met; and excludes the costs of day- Io-
day servicing of an item of PPE.

Subsequent costs are included in the asset’s camying amount or recognised a5 a
separate asset; s appropriate, only when it is.probable that future economic be-
nefits associated with the item will Aow to the Group and the cost of the item can
be measured reliably. The camying amount of those parts thatare replaced isdere
cognised. Allother repairs and maintenance are charged 1o the income statement
during the financial period in which they are incurred.

Depreciation, based on a component approach, is calculated using the straight-li-
ne method to allocate the cost over the assets’estimated useful lives, as follows:

o Land and property under construction: nil;
o] Buildings: 25-40 years;
o Fixtures and fittings: 5-15 years.

The assets' residual values and useful lives are reviewed, and adjusted if appropriz-
te, at least at each inancial year-end.

An asset’s canying amount is written down immediately to its recoveratile amount
if its carrying amount is greater than its estimated recoverable amount

Gains and losses on disposals are determined by comparing proceeds with camy-
ing amiountand are-included in the income statement,

Borrowing costs

Bormowing costs for capital used to finance buildings under construction are ca-
pitalised under the asset in question, When calculating the capitalised borrowing
costs, the average interest rate on the company's debt portfolio aver the course of
the year is used, unless there is separate financing for the specific project. In such
cases the specific borrowing cast for the loan in question is used. When calculating
the average interest rate to be used for the capitslisation of borrowing costs, loans
taken out for spedfic projects are not included:

INTANGIBLE ASSETS

Software

Purchiased software is recognised at cost (including expenditure on making pro-
grams operative) and is amortised over the expected useful life: Expenses directly
associated with the development of identifiable and unique software owned by
the Group and which & likely to generate net finandial benshts for more than ome
year are capitalised as intangible assets; and are depreciated owver the expected
useful life, nommally 5 years. Expenses relating to the maintenance of software are
expensed as incurred.

Development projects

Activities related to the application of knowledge to a plan or in relation to a con-
cept or project prior to'being taken into usefproduction, are classified as develop-
ment activities that are capitalised as intangible assets when the Group considers
it likely that the skills developed will generate net inancial benefits. Expenses that
are capitalised as development projects are directly attributable expenses relating
to the development of the new skills.

Impairment of non-financial assets

Intangible assets-with an uncertain useful life are not depreciated and are instead
tested annually for impairment. Property, plant and eguipment and intangible as-
setsthat are depreciated are also tested for impairment if there is-any indication to
suggest that future cash flows cannot justify the carrving amount of the asset Wri-
te-downs are recorded through the income statement as the difference between
the cammying amount and the recoverable amount.

The recoverable amount is the value in use or fair value, whichever is the higher,
less selling costs When testing for impaitment, non-curent assets are grouped
at the lowest possible level at which it is possible to identify independent cash
flows {cash flow generating units). In conjunction with each finandal report, the
company assesses whether it s possible to reverse past write-downs of non-finan-
cial assets (except goodwill),

FINANCIAL INSTRUMENTS

A financial instrument is defined as being any contract that gives rise to a financial
asset at one entity and a fimancial liability ar equity instrument at another entity.
Financial instrumenits are recognised an the transaction date. e the date on which
the Gioup commits to buying or selling the asset.

Financial assets are classified in the following categornies: at fairvalue through proft
or loss, loans and receivables and avallable for sale. Finandal assets at fair value
through profit or loss are assets held for trading purposes, and include dervatives.
Loans and receivables are unquoted non-derivative financial assets with fixed or
determinable payments.
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Financlal lizbilities are classifed as finandal Habiiities at fair value through profit
or loss and financial liabilities &t amortised cost. Financial liabilities at fair value
through prafit or loss comprise loans designated at fair value upon initial recogni-
tion (fir value option) and derivatives. Fnancial liabilities at amortised cost consist
of liabilities that do not fall under the categary at fair value through profit or loss.

Financial assets and Eabilities are dassified upon initial recognition based on their
chiaracteristics and purposes. In order bo awoid an accounting mismatch, RE Proper-
ty hasused the fair value option for the Groups long-term bormowing at fixed in-
terest rates raised to finance the acquisttion of investment properties measured at
fair value Liabilities designated at fair value through profit or loss are typically debt
incurred o finance the acquisition of investment properties measured at fair value.

Trade receivables and other financial assets

Trade receivables:and other inandial assets are classified as loans and receivables
and are measured at fair value upon initial recognition, and thereafier at amortised
cost, Interestis ignored if it 15 insignificant. A provision for bad debits is recognised if
there s objective evidence that the Group will not receive payment in accondance
with the ariginal conditions_ Any subseguent payments received against accounts
for which a provision has previously been made are recognised in the income st=-
tement. Trade receivables and other financial assets are classined as cumrent assets,
uniess they are diue more than twelve months-after the balance sheet date |f so;
they ame classified as non-cument assets.

Cash and cash equivalents
Cash and cash equivalents consist of bank deposits and other short-term, highby
liguid investments with an ariginal termm to maturity of no maore than three months.

Financial derivatives

The Group uses derivatives to manage its interest rate risk. Derivatives are initially
recognised at fair value on the date on which the contract was signed, and subse-
quently at fairvalue Gains or losses on re-measurernent at fair value are tecognised
in the income statement. Regular payments are presented as interest and other
finance expenses. Changes in the value of the derivatives are presented under "Un-
realised changes in value of finandal instruments?

The fair value of interest rate swaps ks the sstimated amount the Group would
receive of pay to redeem the contracts on the balance sheet date This amount
will depend on interest rates and the contracts' remaining term to maturity. The
derivatives are classified on the balance sheet as current liabilities or non-cument
lizbilities, depending on whether they are expected o be redesmed under orover
12 months from the balance shest date.

Trade payables and other non-interest-bearing financial liabilities

Trade payables and other non-interest-bearing liabilities are classified as financial
liabilities 5t amortised cost, and are measured at fair value upon initial recognition,
and subsequently at amortised cost using the effective interest rate method. Inte-
rest is ignored if itis insignificant.

Interest-bearing liabilities

Interest-bearing liabilities that satisfy the critefia for using the fairvalue option un-
der 14539 are dassified in the category at fair value through proht or loss. RS Pro-
petty uses the fair value option for interest-bearing liahilities at-hxed Interest rates

incurred o finance the acguisition of investment properties. Interest-bearing liabl-
lities are recognised at fair value when the |oan s received. Subsequently loans are
measured at fair value through the income statement and are presented under net
financial items. Ordinary interest expenses are presented on the income statement
under net inancial iterms.

Interest-bearing lisbilities with variable interest rates are dassified as financizl liabi-
lities at amortised cost, and are measured at fair value upon initial recognition, and
subseguently at amortised cost using the effective interest rate method.

Interest-bearing fiabilities are classified as current liabilities where the debt s due
for repayment less than 12 months from the balance sheet date,

PENSIONS
The Group has defined contribution pension plans:

A defined contribution plan is a pension plan under which the Group pays fixed
cantributions into a separate entity. The Group has no legal or constructive obliga-
tions to pay further contributions if the fund does not hold sufficient assets to pay
all employees the benefits relating to employes service in the curmrent and prior
perinds.

For defined contribution plans, the Group pays contributions to publichy or private-
lyadministered pension insurance plans ona mandatory, contractual orvoluntary
basis. The Group has no further payment obligations once the contnbutions have
been pald. The contributions are recognised as employes benefit expense when
they are due. Prepaid contributions are recognised as anasset to the extent thata
cash refund or a reduction in the future paymenis is available. The Group's pension
scheme satishies the requirements of the Norwegian Act on' Compulsory Ocoupa:
tional Pensions.

TAX

The tax expense consists of tax payable and deferred tax. Tax is charged to the
income statement, except where it relates to items that are recognised directly
in equity. In such cases, the taxis either recognised in comprehensive income or
directly in equity.

Deferred tax is calculated using the Hability method for all temporary differences
between the tax values and consolidated accounting values of assets and liabilities.
Any deferred tax arising from the initial reporting of a liability or asset in & transa-
ction which is not a business combination and which on the transaction date does
not affect accounting o tax results is not recognised on the balance sheet. Defer-
red tax is defined using tax rates and laws which are enacted or likely to be enacted
on the balance shest date, and which are expected to be used when the defered
taw asset is realised orwhen the deferred tax is utilised.

Deferred tax is calculated and provided or reduced in the event of adjustments
to the value of investment properties at a nominal tax rate of 24 per cent from
31 December 2016, For investment properties-acquired through the purchase of
shares in property companies or not acguired through a business combination, in
the event of an adjustment in value, defered 'fax is calculated on the property’s
fiscal value,
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Consolidated financial statements R8 Froperty

NOTE 2.1 EFFECT OF IMPLE

Al rmowmts in NOK thowsmd

For 2015 the financial statements was presented in accordanoe with Morwegian GAAP. The consolidated financial in accordance with IFRS for 2016 is not in accordance
waith IFRS 1, which requires the opening balance at 1 lanuany 2015 to be restated under FRS. With effect from 3017, RE Property A% will prepare the consaolidated financial

For B8 Property AS, the transtion to IFRS will have a mstenal effect on the ac i ofi property (IAS 40 and financal instroments. (IAS 35 Under [AS 40,

mmnw:&mmm&wlmmmmdjmwmmwﬂmmwm
and profit from the sale of property is replaced by realised value adjustments coer and shove urrealinsd valee adjustments.

The Group uses financial instruments to match its nterest regulation profile to oement interest expactations and intenest mbe sk goals. In accondance with 1AS 35, financial
imstrumients are measured at fair vabue through profit or loss.

The dividend provision i not recognised until the anmisal general meeting has adopted the dividend. This has requirsd a reclassfication of the opening balance. The transition to
IFRS wall be: implemented in accordance with IFRS 1 from 23017, which reguines the opening balance at 1 January 2016 to be restated under IFRS.

OPENING BALANCE SHEET 0101 20018

ASSETS

Intangible assets 10&10 -1 a0 -
Imvestment propesty # TrA 853 TTREsy
Buildings and land 37170 437 110 =
Other operating assets k2L - 368
Financial assets 15885 = 15 685
Total non-current assets 63830 13073 794503
Cither cument assets. = 4857
TOTAL ASSETS S68687 131073 799 760
EQUITY AND LIABILITIES

Equity 2048 122227 1727
Liabilities

Interest-bearing debt 557 306 - 649 535638
Deferred tax Rability 43 368 -5 202 28168
Financial derivatives = 24048 24048
Other non-current Eshilities L9317 = 5927
Total non-current labilities. &0E 801 12822 593778
Interest-bearing debt = 21 668 21868
Other cument Eabilities 11805 S 11 808
Total liabilities 6182086 BBa5 B27 052
TOTAL EQUITY AND LIABILITIES SEBEET 131073 799 760
IMCONE STATEMENT 204 Pl ] Impact 06
Effert of imphs ton of FRS HGAAF of IFRS IFES
INCOME STATEMENT

Operating revenue 53 306 = 53 30w
Depreciation fioed assets 6208 -4 341 L]
Depreciation intangible asssts oz 453 43
Recognition af negative goodwill -1 580 1580 =
Operating costs 12517 2 12517
Operating profit before changes in the valoe of investment properties 35262 5414 A0 ETS
Adjuestment tovalue of irreestmant property - 28 446 4B 448
Kt financial items -22337 4487 -17 850
Profit before tax 12924 58347 mnin
Tax on profit 1218 11253 125412
PROFIT OF THE YEAR 11 705 47 054 58759

ITEMISATION OfF CHARNGE L BORUITY

iy thee transition Eo IFRS OLOVITE  FLI20TH
Enquity under NGAAR S0.a81 65 581
Investment promerty 107 173858
Financial istruments and obfigatians 24 pan 19 561
Total comrections 157505 224119
Effect on deferred tax 15 200 2348
Biechassification of dividend z 5000
EQUITY UNDER IERS 12707 231487

MOTE 3 CRITICAL ACCOUNTING ESTIMATES AND SUBJECTIVE JUDGEMENTS

Estimates and judgements are contirually evaluated and are based on historical experience as adjusted for curment market conditions and other factors.

Manag makes esti aned gptions concemming the future. The resulting acoounting estirates will, by definition, seldom equal the related actual results. The
estimates, assumptions and management judgements that have a significant risk of causing a material adpstmient to the carying amounts of assets and Eabilities within the next
financial year are outlined bebow.

Fair value of investment properties

Each guarter, all the: properties are valued by independent professionally qualified valuers who hold a recognised refevant professsonal qualification and have recent expenence in
thi lncatiors and segments af the nvestment properties valued. The valuations at 31 Decemiber 2006 were obtainesd from Mewsec A5 The valuations are mainly bassd on the
discounted cash flow method, which invahees dé ing future cash flows over a specified period using an estimated discount rate and then adding a residual value at the end of
the pevind. Future cash flows are calculated on the basis of the gross cash fiows from signed leases less mainbenance cost, other operating and management experses, & well 25
future cash flows based on an expected market rent at the end of the lease terms. The: fair value of nvestment properties is therefore mainly affected by expected market rents,
discount rabes and nflation. The market rent for each property takes into account the property’s situation, standard and leases signed for comparable properties in the area. For the
duration of existing lease terme, the discount rate is mainly based on an assessment of the individual tenants” financial solidity and dassificatior. After the end of the keazse term,
cash flows are discounted using a discount rate that takes into acoount the sk relating to letting and location. inflation is estimated using the of a selection of banks
and official statistics.

‘When carrying out their valuations, the valuers receive comprehensive details of the keases for the properties, fioor space and details of any vacant premises, and up-to-date

inft ion about all origai mhmmmhmenmmenmuwmmhm
o e L | controds to ensurne that all relewant information is mduded in the valuations.
Thee valwers perfonm their valuations on the basis of the information they have received, and estimate futune market rents, yields, inflation and other rel : Each

lﬂld.l.ldpmpcftj'hnmcdmtn'm:dhmﬂhtpnﬂiﬂ\mﬂm{mdmwmmﬂ.ﬂmﬁhmﬁﬁtuﬂmmmmfunﬁdm
vacancy levels and the need for alterations and upgrades. The remaining term of the beases is alsoe assessed for risk, along weth any special dawses in the contracts. Each property is

also comparned with recently sold properties in the same segment {location, type of property, mix of tenants, stc)

Mare information about the fair value measurement is st cut n nobe &

The table below shows to what extent the walue of the property portfolio s affected by inflation, market remts, discount rabes (erberest rates) and exit yields imarket yields),
assuming that all other factors are equal. Estimates by Mewsec AS in conjunction with valuations at 31 December 2006,

Inflation + 1.00 &5 i1
Market rent + 10.00 Ta3
Discount rates + 035 -5 100
Ext yield + 1L -19 041

¥ Ectimatias by Mewsoc AS i conjuncion with valuasioes ar 31 December 2005

Fair value of financial liabilities
Thee Group values lishdities with fixed interest rates and fimencial derivatives at fair value in the Group's balance sheet.

The table below shows the overall mpact on the Group'’s financing costs of a parallel shist in market rates for ROK of +/~ 1 per centage point, based on the Growp’s debt portfolio
and nterest rate derivatives on the balance: sheet date. The figure guoted for the change in the fair value of debt and devivatives reflects what the market value of the portfolic
would be on the balance sheet date if the yield cune wene 1 per cent higher or lower, based on discounted future cash flovs from the various instruments.

Maricet rates fall by 1 percentage point -2 854
Interest-hearing debt -5 820
Derivatives Fd-F

g positive figuie signifies an iNCReae in profit dbe s

Business Combinations
T}-Grmpa:ql-'smﬂmnﬂmﬂhmﬂmh@mnmuldu:uﬂtrndunquﬂmwﬁﬂ!lcqlﬂhﬂ:flhﬂnﬂsuﬂl
acquesition of an asset. The: Group accounts for an acquisition as I where an integ 1 set of activities is acquired in addition to the property. More
:pnﬂy.mmnmﬂhmmmanmmhmhmmﬁmmhhmh}m
heaning, ity, hookkseping, tr ]

‘When the agoussition of subsidisnies doss not represent 3 business, it is soounted for a5 an soquisition of group of asssts and liabilities. The cost of the acquisition & allocated o the
assets and liabilites acquired based upon their relative fair values, and no goodwill or defesred tax is recognised.

The Group has determined that all acguisitions of subsidianes do not represent a business.



Consalidated finandial statements RS Pr

L RISK MANAGEMENT

The risk management function within the Growp is camied out in respect of financial risks. Fnancial risks are risks ansing from finanoal instruments to which the Growp is exposed
during or at the end of the reporting period. The Group'’s finance strategy shall ensure that the Group has financial flexibdity and that it achéeves competitive financal terms. The
Group is expaosed to firancia risk and has defined the following relevant risk aneas:

- Financing risk.

- Capital management and sobwency

- Cash flow and fair value interest rate risk

- Credit/counterparty risk

- Currency risk

The primary objectives of the financial risk management function are to estabiich sk Bmits, and then ersure that exposure to ks stays within these Bmits.
Risk management is carmed out by the administration under policies approved by the Board of Directors. The administration identifies and evaluates financial risks in close oo

mﬂhﬁmﬁmmhmmmmhmﬂn& g a5 well 25 wri policies oo g specific aress, such as interest

Financing risk
Fnancing risk is the risk that the Growp will be unable to meet its financial obligations when they are due and that financing will not be available at a reasonable price.

The company seeds o limit fnancing risk throughc

- resquirements for committed capital to cower refirancing requirements
- average credit period requirements

- the use of various oredit markets and parties

Capital management and salvency
The main purpose of the Group’s capital management is to maintain a good balance between debt and equity, in onder to maximise the value of the shares n the Group, while ko
maintaining a good credit rating, and obtaining loan terms with lenders that reflect the sk profile of the: Group. The Group has defined a target for the Loan-To-Valoe ratio of

appraximatedy 70 per cent ower the economic cpcle. There are cowenants in the Growp's loan ag that specify requi in redation to the company's financial gt
Cash flow and fair value imterest rate risk
#s the Group’s imterest-bearing assets do not generate sgnificant afi t, changes in marioet interest rates do mot have any significant direct effect on the Group's

The Group’s intenest rate risk princpally anises from bong-term bomrowings (Note 19 Bonowings issued at wariable rates expose the Group to cash flow imterest rate risk. The Group
does not hawe bomrowings at fixed rates and therefore has no significant exposure to fair valee amberest rate risk.

The Group’s policy is to fix the mtenest rate on its varable interest borowings. To manage this, the Group enbers into nterest rate swaps m which the Group agrees to exchange, at
specified intervals, the difference fied and variable rate i amounts calculated by reference to an agreed upon notional principal amount. The Group's interest rate
risk is managed through the requirements for fived interest rates for at least 40 - 60 per cent of the debt portiolin, an sverage remaining term to maturity in the mnge of 3=5 years.
and diversification of the: maturity structure for fieed interest rates. Trade and other recetvables and trade and other payables are nterest free and with a tenm of kess than one year,
50 it s 2ssumed that there is no interest rate risk associated with these financial assets and liabilties.

At 31 December 20108, the weighted ining term to

ity was 20 years. The average imterestrate was 3,82 per cent at 31 December 2016,

Credit and counterparty risk

Credit risk is the risk that one party to a financial mstrument will cause a financial loss for the ather party by failing to discharge an obligation. Stable, predictable and long-term
aroess to capital is oritical for B8 Property. The Group considers that the ability of oreditors to behave predictably aver the long temm is often dependent on their creditworthiness.
For this reason, B8 Property wants the Group’s creditors to be of 2 good credit guality and has established credit rating limits for the Group's creditors. The: Group struchures the
hﬁﬁmﬂumhmﬁmhmmln@emwwﬁm-ﬂIngengqill-cdndhﬂuiymﬂumﬁm
af the Group's financial co ies are continuoushy

Currency risk
The Group shall nat inour amy cumrency risk and at 31 December 2016, the Group had o curnency exposure.

Financial covenants
There are cowenants in the Growp's bank loan agreements relating to dividends. The Growp can not pay out dividends without the bank's approsal
it 31 December 2016, the Group was not in breach of amy covenants.

RA Property AS- IFRS Period Report

Interest-bearing bank loans = principal 193024 - 238 N8 - 29440
Interest-hearing bank loans - amostizsing 3738 ELE 1] 15118 - min
Interest-bearing bank loans = estimated interest 15736 17 601 LEEE) - 40277
Financial instnaments

- Irbesest rate dertvatives 4488 G484 2110 Fama 30 6a3
Trade and cther payables

- Trade payables La08 - - - Lo08

- Oither fimancial 851 - - - 852

- Accrsals 4756 N 2 5 4756
Total 3159580 62381 267 394 7am0 =

The table iz based on undiscounted contractual cash fiows. The matarity analysis is based on the sarliest possible redemnption for instruments whiers the courtenparty has 3 chaoice
as towhen ta red thei Esti i is based on the interest rate on the individual loar/' i on the balance sheet date.

The imtevesi-bearing debt has & diversfied maturity structure, with an average tsme to maturity of 2.0 yesrs. Three of the Group's bank loans, fotal tNOK 239, 288 matures in June
21 7. The refinandng risk refated to the renewals of these loens is assumed to be Bmited. The rest, mNOK 53,5348 & construction finandng on

Nordre Foksered 14.

The table below shows the nominal value of outstanding cusrent and non-curment interest-bearing debit inchuding derivatives.

MATURITY STRUCTIURE OF THE GROUMS EXPOSURE TO NOMINAL INTEREST RATE RISK

IELTIMTT 3123018 CNTARI00  ATTIaN+

3 35 laterthan®

Percentage 527 58 414 ] 1004
Amount 19961 8 3id 25135 - GO6ATT

MATURITY STRUCTLRE OF THE GROUMS EXPOSURE TO NOMINAL INTEREST RATE RIS

Nomimal value of mberest rate derivatives on the balance sheet date of which 292 837
- Yariable-to-fied swaps 192 527
Range of fixed interest rates 1.54%-408%
Variable rate basis HIBOR
Aversge fined rate A8 %
Fair value of derivatives on the balance sheet date ((NOK) 19 561
Charge in fair value of i rate derivats the year 4 487
Total change in fair value of finandal instruments. 4487
MNOTE 5 RISK LEASE MANAGEMENT

AN amounts in NOK thousand

Thee Grovup mainhy enters inbe contracts with a fieed rent for the: lease of property.

THE GROUR'S FUTURE ACCUMULATED RENT FROM MON-TERMENABLE OPERATRONAL LEASE CONTRACTS AT 31,12

< 1 ymar 5&T9
1 year < 5§ years &0 107
z 5 years 16845
Total 28286M

THE GROU®'S LEASE CONTRACTS AT 31.1.2 HAVE THE FOLLOWING MATURITY STRUCTURE MEASURED IN AMNUAL RENT "

= 1 year L] Spa a8
1 your < 5 years Pl 1200 na
& years < 10 years = 14028 a7
= 10 years 1 ) 0%
Total 58 58000 1000

Thee table abowve shows the remaining non-terminable comtractual rent for cument keeses without taking into account the impact of any options.

g et i thee o panrracial e i hmrefong mn pocevcilaibho with th rorval imoore fon this yaas o SOCOUNTING Parpotis.
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NOTE 6 SEGMENT INFORMATION

Al amownts in NOK thowrsmd

The Group has since 2014 reported four geographic operating segments in line with IFRS & Porsgnann, Skien, Sandefjord og Tensberg.

ponsibility. Financial results are reported 25 economical and non-eco ical key fig {“key perfc e indicatons”). These

wmmnmmmwmmnummmmmhhmMaﬁhmm“hw

Bl tharity of the Group, for the purpose of resource allocation and af i

Iﬂtﬁ:l.:rgmg:ﬂtm

Parsgrunn 14 782 978 4 48 M s00 18 387 15558 1350 (X ] 19674
Skien a2 08 3 1] 124 000 15070 B3a7 1013 (] 10081
Tansherg 16448 "ns 3 44 408 000 24808 26187 1591 a0 2357
Sandefjord 2794 965 1 a4 &0 000 21478 3543 1268 56 1906
Total )

management

partiolio 42 250 542 1 4.9 863 500 20438 58000 1373 62 63 038
Project porticla 8825 F 25 000 2859

Total property

portiolio 5087 13 L) BEE 500 23338

The caloulation of net yield is based on the valuers” gkion of hip costs, which at 311214 comesponds to 8.5 per cent of market rent.

Ef Property has in 201 & two on-going projects, one new building at Nordre Foloserad in Sandefjord and one new building (Powerhouse Telemark) in Porsgrunn .
Sew Mote 9 for more information.

NOTE 7 CATEGORIES OF FINANCIAL INSTRUMENTS

| : e The Group reports the ssgment information based upon

1492

Al Fmounts in NOK thowsend
Finandcial
Fimancial aasety 2t fair
Fmsets vatue
Loans and avallnbis thracigh
recermbles for sale pnafit or lows
I1X MG sl for sale
Aszets
Financial mmvestments
- Loans 1o associates. e 308 = =
Trade receivablies 1607 2 =
Other cumrent receivables 1347 - -

Fmanoal abdties at fair

Imtevest-bearing non-current liabilities = B8 850
Inberesi-beaging current lisbilities = 19981
Financial derivatives 19 561 =

Other non-curnent Eabilities = B30
Trade payables = 5908
Other cunrent Eabilities = 8211
Total financial liabilities 19 561 BI2 580

26 308
1607
1387

286 650
219561
15 881
850
5908
LN
B42 141
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MNOTE B INFORMATION ABOUT FAIR VALUE

Alf amounts in MO thowsand
Imvestment properties are wvalued at fair value, based on ndependent extermnal valuations.

Bank loans with vanzble interest rates ane valued 2t amortised cost.

Fmancial derivatives are measuned at fair value using valuation methods where the sgnificant ¢ are abtaired from g i market data
The Group uses the followsng hierachy bo classify assets and liabiities, based on the valusti hods used to and disclose
thir fair value.

Lewsl 12 Qunted prices (unadjusted) in active markets for identical assets or liabilities.
Lewel 2 Inputs other than quoted prices included within level 1 that are obsenvable for the asset or liabdity, either directly (that is, as prices) or indirectly (that is, derived from

prices).
Lewed 3: inputs for the 2sset or Kability that are not besed on chsenvable market data {that i, unobsenable nputs).

ASSETS MEASURED AT FAIR VALUE

31,122018 Lewed 1 Lewel 2 Lewel 3
Mssets at fair value through profit or loss
- Investment properties BES 500 = = HES 500
Total 288 500 - - BEE 500
LIABILITEES MEASLRRED AT FAIR WALUE

J1_1213018 Level 1 Lewel 3 Level §
Liahilfties at fair vahse through profit or loss
- Derivatines 19 561 - 19561 -
Total 19 561 - 19561 .

ENFORMATION ABDUT THE FAIR VALLE OF FINARCIAL ASSETS MEASURED AT AMORTISED COST

Loans to associabes 2t 308 2t 308
Trade receivahbles. 1 60T 1 80T
Closing balance 2795 27915

The fair walue is the same as the camying amount for associates, s the i mate i adj d Cont sty and no in oredit ims have b identified. Trade
receivables have a short anticipated term, so the fair value is the same as the camying amount.

BNFORMATION ABDUT THE FAIR VALUE OF FINAMCIAL LIABILITIES MEASURED AT AMOATISED COST
2018

Carrying

Faim value HTROLINT

Seller credit and withheld purchase price 1867 1 e
Closing balance 1887 1687

The difference between the fair valwe and the amortised cost of interest-bearing liabifities with varisble interest rates is described in Bote 19 Other finandal liabilities, except for
the amounts above, are short term and the difference between the fair value and the amortised cost is manginal.

NOTE 8 DEVELOPMENT PROJECTS

Al amoonts i MO thowsand

F8 Property hias n 200 & twio on-going projects, one new builiding at Nordre Folserod in Sandefjord and one new building (Powerhouse Telemark) in Porsgrunn . Both ane modern

At Mordre Foksernd the first construction phase has been firalised in the fourth quarter of 2016 and the second constructson phase i expectsd to be finalissd in the first guarter of
018, Busidineg iber one is completed, fully let and classified in the managemnent portfolio at year end. Bulding numiber twa is dassified in the project portfolio and is valeed ak
0K 10,500 at year end.

The project Powerhouse Telemark in Porsgrunn was begun with a feasibiity study in 2015 for a 6,322 m2 new office building. There has been nbensive work in 2016, with possible

mtnmwll' buildinig. Scheduled dtion of the building is the first quarter ini 2019, Lipan completion, this will be ane of the most enengy-sfficient and
lly friendiy office build mﬂumﬂﬂuh‘ilgﬂmmwhhﬂmhmﬂhmdhmiwhﬂl?mm

ta

hmﬁgmi&hpﬂﬁhdﬂdﬁihhpﬂﬁﬂpﬂﬁﬂn.ﬂhﬂuﬂtﬂﬁ.ﬂt}-m

The project Torggata 8 in Skien was completed in Asgust 2096, The project encompasses the building known as the Centrumgdrden, builtin 1937, Renovation wark starbed in
Decernber 2015 and was completed in August 2014 The principal terant i Telemarksavisa, which is relocating to central Skien. The property has retail space on the ground floor
and office space throughout the remaining floors. The building is considered prime location in Skien, with high-end modern office spaces.
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MNOTE 10 OPERATING COS5TS

All amounts dn MK thowsand
_____________________________________________________________________________ o
Opeerating costs

Admirestrati o costs 2328
Operating and mainienance costs. 5 oay
Total maintenance and other cperating costs a7
Other property costs

Remtal, market, and other moome-relsted expenses ]
Owmier's share of service charge expenses 1528
Total other property costs FEIE]
Administrative costs

Fayroll and personniel expenses &1
Depreciation 13
Other operating expenses 1384
Total administrative costs 2098
MOTE 11 PERSONNEL COST5 AMD OTHER REMUNERATION OF SENIOR EXECLITIVES

Al amaunts in NOW thowsand
o
‘Wages and mlaries

Social seourity costs Ta
Persion costs defined contribution plan 14
Total 473
Mumber of ful-time eguiralents as
Wumber of employees at 31.12 10

The only emgployee in the Company in 2016 is the TR0,

The CEQ is ernployed in the associated comparny, B8 Consulting Group AS. The Company is invoiced NOK thousand $28 for bis services in 2016
The Group’s pension scheme satisfies the requi of the Norwegian Act on Compulsory Ocoupational Pensi

Mo loansfsureties have been granted to the: CEQ, Chair of the Board or other refated parties.

NOTE 12 FINANCIAL ITEMS

Al amounts in N thowsand
Intenest Income: i
Other finance income 187
Interest ncome from group companies 12175
Total interest and other finance income 1812
Interest expenses 15334
- of which capitalised bormowing cozts -18583
¥ DFOUp 156
Other finance expenses 11
Total interest and other finance expense 24149
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MOTE 13 INTANGISLE ASSETS AND OTHER PROPERTY PLANT AND EQUIFMENT

AN amaounts i NOK trousand

Ecanomic life 1year 310 year
Depredation plan Lirsear Linear
There: were no Impairment charges in 2016,

NOTE 14 INVESTMENT PROFPERTIES AND PROPERTY LISED BY OWNER

AN amounis in MK thaousand

Opening balance at 01.01. 77e 853
Other movements

Investment and upgrades in the property portfolio 93148
Capitalised bosrosing costs 1553
Sale of irvestment property -3 500
Change in value from nvestment properties 48 448
Total value of inwestment property at 31.12. BBE 500

Investment properties are valued at fair value based on independent external vahuations. The vahiation method is incheded at leved 3 in the valuation hierarchy, see Note 8.

For information abouwt vahstions and fair value calodations for Evestment properties, see Note 3 *Critical accounting estimates and subjective judgements”.

MNOTE 15 TRADE RECEIVABLES

AN amonits in MO taousand

Trade recefvables 1807
Prowissons for bad dehis =
Met trade receivables 1807

At 31 December 2004, tNOK 114 in trade receivables wens overdue. Provisions for a loss of tNOK 0 have been made for ovenduse trade receivables. The age anahysi of these trade
recednables is as follows:

Up to ¥ months 5
Ower 3 months x
Total overdue 114



Consolidated financial statements K8 Property
MNOTE 16 OTHER CURRENT RECEIVABLES
Al rmowmts in NOK thowsmd
o
VAT owed 47
Acoreed not invoiced r:
Advance payments and acoruals Jum
Current recefvables group and associated compansess 157
Orther currest receivables 12
Total other current receivables 1387

MNOTE 17 BANK DEPOSITS

Al Fmounts in NOK thowsend

Bank deposits
Tied bank deposits
Total bank depasits

EEk

Tied bank deposits relate to the withhalding tax acoount.

NOTE 18 SHARE CAPITAL AND SHARFHOLDER INFORMATION

Bl Property's shane capital is MOK 2,500,000 divided into 1,000,000 shares, with each share having a par value of O 2 5. B8 Property has one class of shares. All shares provide
exqual rights, inchuding the right toany dividends. Each of the shares caries one vote. There are no share options or other nights to subscribe for or acquire shianes swed by B2
Property. Meither RS Property nor any of its subsidiaries directly or indirectly owns shares in the Company.

Az of 31 December 2014 RS Property had 10 shareholders. Morweg held 100 per cent of the share capital.

Thee table: bl it the change in share capital, the g ier of shares the last year, the largest shareholiders at year end, and shanes owed by directors at 31 December
2014,

Share Showe Face
Number of copital oremium valus
sharey [l [rHOe) (0e]
At 1 January 2500 2500 3500 14000
Share split {1:3000 1 000 000 2500 = 250
At 31 December 20016 1000 000 2500 1500 150

Paicl-in capital amounts to 0K 12858 and consists af tNIOK 2,500 in share capital, tNOK 3,500 in share premium and tNOK 5,858 in other paid-in capital

For other changes in sharehalders’ equity, see the consolidated afct in equity.

=

The shasslsoliers ax

i as of 31 December 2018 were 2x follows:

Mumber of shanes

per §1.11.2018 Shareholding % Counts
Fell Groug AS, represented by Emil Eriksred - CEQ and Chair Be0 000 B0 Moraay
Funar Eriksrad, board member 50000 50 Norway
Thowsland Holding AS, reg i by Tommy Thovsland - board i 20000 20 Norway
Sundwall invest AS 10000 1.0 Norway
Lucky-Holding AS 10 800 i0 Norway
Gambetta AS, represented by Erik Gudbrandsen - boasd member 10000 1.0 Morsay
Vegard Stensrod 10000 .0 Norway
Crynarm AS, ref d by @yvind Gund - baard 1: 10 000 1.0 MNorway
CABA Holding AS 10000 1.0 Norway
Kabbe Holding AS 10 000 10 Norway
1 000 000 1000
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MOTE 19 INTEREST-BEARING LIABILITIES AND ACCRUED INTEREST

it
e valie HTROUINT
Hank loans. 256 650 286 650 2B 850

fra 1]
Hprmirsd Marke: Carying
value varlue AN
Hank loans EAEE0 115587 19541
Total i liabilities 319981 39981 319961

The average risk premium on the Group’s loans at 31.12.2016 was 217 per cent.
MORTGAGES

The Group's financing is based on the parent company bonrowing from external parties wsing negative pledge clases. Wholly-owned subsidiaries ane finanoesd using intra-group
loans. Torgata B Skien AS and Mordre Foloerod 14 A% are financed in own balance sheets.

NOTE 20 TAX

Al amoorts in MO thowsand

Fied assets 22742
Profit and boss account 4033
Other defferences -1798
Interest rate swap -19 561
et temporary differences 205418
Tax losses camied forward -41 988
Basis for deferred tax 163 433
Defierd tax 352124
Deffered tax in the balance sheet 39224

Profit befose tax nm
Other permanent differences -446
Changes in temporany differences =15 roo
Effects of Bedriftsweien S 554 sold in 2008 -20044
Changes in loss camy-forwards 4918
Profit for tax purposes -
Tax payable on the balance sheet -
Tax payable on the balance sheet -

s follows:

2016 b
Frofit for accounting purposes misltiplied by nominad tax rabe 17818 50
Tax on permanent differences =111 -2
Effects of Bedriftsveten 52/58 sold in 2016 -3 550 -850
Effect of chamge in tax rate from 24 percent to 24 per cent -1634 -2
Tax exp for ting purp 12512 178
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From the income year 200 F the tax mte on normal income is reduced to 24 per cent. Deferned tax as at 31 December 2018 was measured using the new mte. The effect on tax for
the period is 0K - 1,434,

OVEMENTS IN DEFFERED TAX

Opening balance at 01.01. 28 168
Tax expense recognized through income statement 12512
Effects of Bedriftsveien 52/58 sold in 2016 -1 454
Net deferred tax at 31.12. 35224
DEFERRED INCOME TAX

The Group has affset defenred tax assets and deferred tax liabilities on the balance sheet as the Growp has a legally enforceable right to set off cument tax assets against cusrent tax
liabélities, and the deferned tae assets and the deferred tax Eahilities relate to income taxes levied by the same taxation authority. The following net value was recognised:

Deferred tax liability 41078
Deferred tax assets -1 B
Met deferred tax 319224

The Group has applied the main rule for recogrition of defermed ta in connesction with the purchase of shares in property companies that are not acquired through s business
combination. This means that deferned tax is recognised as the difference between the tax value and consolidabed accounting value of imestment properties. Defermed tax Bnked
to the retraspective accumulated change in the value of mvesiment properties at 31 Decemnbser 2006 is (R0 38.4.

THE AMALYEIS OF DEFERFED TAX ASSETS AN LIABILITIES IS AS FOLLOWS

Deferred tan assets

Deferred tax assets to be recovered after more than 1.2 months -1 B4

Deferred tax assets to be recovered within 12 months -
-1854

Deferred tax liabdities

Dieferred tax liability reversion after more than 122 months 40885

Deferred tax liablity reversion within 1.2 months 154
4109

Deferred tax liabdities (net) 319224

NOTE21 THADE PAYABLES AND OTHER PAYABLES

Al amournts fn NOK thowsang

Trade payables 5908
Holiday pay owed 41
Unpaid government tawes and duties 648
Seller credit and withheld purchase price 1687
Imterest accrued 4756
Orther Eabilities a5
Total trade payables and other liabilities 2150

NOTE 22 SUBSICHARIES

Al amounts in NOK thouwsandg

The Graun comprise of the fallowing legal entities 3t 11 December 2016,

SLMESIDEARY OF RE PROPERTY AS

Humnes Equity Aesuh Erpuity

affice mirest® - ILIZN0S 3120
Gronlikraken § AS Porsgrunn 100 1157 11 742
HE-Kjelleveien AS Porsgrunn 100 1748 17 968
Hesselberggaten 4 AS Shien 100 1384 22954
Nardre Folserod AS Porsgrunn 100 a2 681
Porsgrunn Maeringspark A5 Forsgrurn 108 4 861 34448
Storgata 106 AS Porsgrunn 100 18 1088
Tonggata 8 Skien AS Porsgrunn 100 -1 163 158
Wernilnveien 68 AS Porsgrurn 100 - 1178

Winkelbygget AS Forsgrurm 100 11551 128 249
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NOTE 23 RELATED PARTIES

an i N £ 4

The whtsmate parent of the Group is B8 Group AS. The Group's ultimate controling party is Mr. Emil Erlerod.

The taroup's transactions and balancoes with other growp comipanies in 2016 mainly refated to rental income, property management, koans, interest payments on ibans and
dvidend. The aggregate: figures are shown in the table beliow.

Income statement

Rertal income £33
Operating costs” 708
e, el it s i 2,85 o Qroup companis, which is secognized in thi balance sho.

Balance sheet

Recenables 187
Loarns 26 308
Debt a50
Payables EEF
NOTE 24 AUDITOR'S FEE

AN amounts in NOK thousand
o
Statutary awdit 330
Tax acvice (incl. technical assistance with tax retum) &3
Onher assurance services 220
Total auditor's fee jexd. VAT) 613
Caher assurance services i 2014 was impacted by services provided by the audibor in connection with the implementation of IFRS for the Group.

MOTE 25 EARNINGS PER SHARE

Basic eamings per share is calcuated by dividing the net profit attnbutable to shareholders by the weighted = ber of ordinary shares ding during the year. RE

Property has not isued options or other finandal instnsments which have a dilutive effect on outstanding shares.

Total comprehensiee income for the: year sttriibutable to eguity holders of the Company (NOK the o] o8 TEG
Average number of outstanding shares (Mote 18) 7000 G00
Basic eamings per share {NOK) 55
NOTE 26 EVENTS AFTER THE DATE OF THE STATEMENT OF FINANCIAL POSITION

There: were no material events after the statement of financial position that hawve a bearing on the understanding of these consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT

Ta Annual Shareholders' Meeting of RE Property AS

Report on the audit of IFRS Period Report 2016

Opinion

Ve have audited the sccompanying consclidated IFRS Period Report of R8 Property AS as at December
31, 2016. The period report for the Group comprise the balance sheet as at 31 December 2018,
statement of total comprehensive income, the statement of cash flows and changes in equity for the
period then ended and notes to the period report, including a summary of significant accounting policies
(“the period report”),

In our epinion, except for the matter described in note 2.1 and in the paragraph "other matters”, the
consolidated period report of R Property AS, have been prepared in accordance with laws and
regulations and present fairly, in all material respects, the financial position of the Group as at 31
December 2018 and their financial performance for the period then ended in accordance with
International Financial Reporting Standards as adopted by the EU.

Basis for opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (I5As). Our responsibilibes
under those standards are further described in the Auditor's responsibilities for the audit of the period
report section of our report. We are independent of the Company in accordance with the ethical
requirements in Morway that are relevant to our audit, and we have fulfiled our ethical responsibilities as
required by law and regulations. We have also complied with our ofher ethical obligations in accordance
with these requirements, We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion,

Responsibilities of management

Management is responsible for the preparation and fair presentation of this period report in accordance
with those requirements of the financial reporting framework relevant to preparing such a period report,
and for such internal control as management determines is necessery to enable the preparation of the
period report that is free from material misstatement, whether due to fraud or error,

Those charged with governance are responsible for overseeing the Company's financial reporting
process

In preparing the period report, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting, unless management either intends to liguidate the Company or to
cease pperations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the period report

Our objectives are to obtain reasonable assurance about whether the period report as a whole are free
from material misstatement, whather due to fraud or error, and fo issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audil
conducted in accordance with 1SAs will always detect a material misstatement when it exists.
Misstaterments can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these period report

EY

Buliding a bather
warking world

As part of an audit in accordance with law, regulations and generally accepted auditing principles in
Marway, including 1SAs, we exercise professional judgment and maintain professional scepticism
throughout the audit, We also:

» identify and assess the risks of material misstatement of the IFRS period report whether due to fraud or error,
design and perform audit procedures responsive to those risks, and oblain sudit evidence that is sufficient and
appropriate o provide a basis for our opinion, The risk of not detecting a material misstatement resulling from
fraud is higher than for ane resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the ovarride of internal controd;

= abtain an understanding of internal contrel relevant to the audil 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 interal cantral;

» avaluate the appropristenass of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management;

» conclude on the appropriateness of management's use of the going concemn basis of accounting and, based on
the audil evidence cbiained, whether a material uncertainty exists related 1o events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concem. If we conclude that a material
uncerainty exists, we are required 1o draw attention in our asditor's report to the refated disclosures in the
project accounts or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based an the
audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the Company to cesse to confinue as a going concenm;

= evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner thal achieves
fair preseniation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Other matters

We draw attention to note 2.1, which describes the basis of accounting. The period report has been
prepared in accordance with IFRS for 2016, except for IFRS 1, which requires that the entity’s first IFRS
financial statements shall include at least three statements of financial position, two statements of profit or
loss and other comprehensive income, two separate statements of profit or loss, two statements of cash
flows 2nd two statements of changes in eguity and related notes, including comparative information for all
staternents presented. Our opinion is not modified in respect of this matter

Porsgrunn, & April 2017
ERNST & YOunG AS

Q{‘iﬁ (;mg,l C:Jk. PH{LW'\

Bard Erik Pedersen
State Authorised Public Accountant (Norway)

Independent auditor's report — RE Propery AS



Definitions

12 monthsrolling rent

Cash eamings

BFRA Eamings

BFRA MMNAY

Loan-to-waue ("LTV")

Market rent

Market value of property porifolio
Froject prupmiéﬂ. )
Interest Coverage Ratio ("ICH)
Tota area

WALLT

The contractual rent of the management properties of the Group for the next 12 months as of a certain date,
adjusted for signed new contract s and contrad s expiring during such period.

Result from property managament less net redised financid and payable tac

Annual cash rental income being received as of relevant date.

Met income after tax exduding value changes on investment properties, unredlised changes in the market

walue of finandial derivatives and gainsflossss on the sale of properties and their asspoated tax effects. BFRA
eamnings are intended o give an indication of the underlying development in the property portfolio.

Met as=st value adjusted to indude market vaue of al propertiesin the portiolio and interest-bearing debt,

and to esdude certain itemsnot expeded to aystallise in a long-term investment property business model

such aseg. financial derivatives and deferred tax on the market value of mvestment properties. The objective
with BFRA MNAV s to demonstrate the fair value of net assets given along-term investment horizon.

BPRA MNMAY s BPRA NAV adjusted to reflect the far value of debt and derivatives and in order to indude

deferred tar on value changes. The objective with BPRA NNMNAY s to report the fair value of net assetsin the
Growp on the basis that these are immediately realised.

Met nominal value of interest-bearing liabilities divided by the market value of the property portfolio.
Fropertiestha are actively managed by the company.

Thie annualised markst rent of the management properties, fully ket a5 of the relevant date, expressed asthe
average of market rents eslimated by the independent professionally qudified valuers.

The market value of all the properties owned by the parent company and subsidiaries, regardiess of their

Met rent divided by the market value of the management properties of the Group.

Propertieswhere it has been dedded to start construction of a new building and/or renovation.

Met income from property management exduding depredation and amortisation for the Group, divided by
net interest on interest-bearing nominal debt and fees and commitment fees related to investment adivities.
Totd areainduwding the area of management properties, project properties and land | development
properties.

‘Weighted Average Unexpired Lease Term measured as the remaining contraciual rent amounts of the curment
lease contract s of the management properties of the Group_







