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Important information to investors

This offering circular (the “Offering Circular”) has been prepared in connection with the offering to the public in Sweden and listing on Nasdaq Stockholm (the “Offering”) of B shares in Pandox
Aktiebolag (publ) (a Swedish public limited liability company). In the Offering Circular, “Pandox”, the “Company” or the "Group” refers to Pandox Aktiebolag (publ), the group in which Pandox
Aktiebolag (publ) is the parent company or a subsidiary of the group, as the context may require. The “Ultimate Owners” refers to Eiendomsspar AS, Helene Sundt AS and CGS Holding AS. The
“Managers” refers to ABG Sundal Collier Norge ASA (“ABG”), Handelsbanken Capital Markets, a part of Svenska Handelsbanken AB (publ) (“Handelsbanken”), Morgan Stanley & Co. International
ple (“Morgan Stanley”), Carnegie Investment Bank AB (publ) (“Carnegie”), DNB Markets, part of DNB Bank ASA, Sweden branch (“DNB Markets”) and SEB Corporate Finance, Skandinaviska
Enskilda Banken AB (publ) (“SEB”). See section “Definitions” for the definitions of these and other terms in the Offering Circular.

The figures included in the Offering Circular have, in certain cases, been rounded off and, consequently, the tables contained in the Offering Circular do not necessarily add up. In addition, certain
percentages presented in the Offering Circular reflect calculations based upon the underlying information prior to rounding and, accordingly, may not conform exactly to the percentages that would be
derived if the relevant calculations were based upon the rounded numbers. All financial amounts are in Swedish kronor (“SEK”), unless indicated otherwise, and “MSEK” refers to millions of SEK.

Except as expressly stated herein, no financial information in the Offering Circular has been audited or reviewed by the Company’s auditor. Financial information relating to the Company in the
Offering Circular that is not part of the information audited or reviewed by the Company’s auditor as outlined herein originates from the Company’s internal accounting and reporting systems.

The Offering is not directed to the general public in any country other than Sweden. Nor is the Offering directed to such persons whose participation requires additional offering circulars, regis-
trations or measures other than those prescribed by Swedish law. No measures have been or will be taken in any other jurisdiction than Sweden, that would allow any offer of the B shares to the pub-
lic, or allow holding and distribution of the Offering Circular or any other documents pertaining to the Company or B shares in such jurisdiction. Applications to acquire B shares that violate such
rules may be deemed invalid. Persons into whose possession the Offering Circular comes are required by the Company and the Managers to inform themselves about and to observe all such restric-
tions. Neither the Company nor either of the Managers accepts any legal responsibility for any violation by any person, whether or not a prospective investor, of any such restrictions.

The Managers make no representation or warranty, explicit or implicit, as to the accuracy, completeness or verification of the information contained in the Offering Circular and the contents of
the Offering Circular neither is nor shall be relied upon as a promise or representation by the Managers in this respect, whether regarding the past or the future. The Managers assume no liability for
the accuracy, completeness or verification of the Offering Circular and accordingly disclaim, to the greatest extent possible under applicable law, all liability that they otherwise may have been sub-
ject to for the information provided, regardless of whether such liability is based on contract law, tort law or other grounds.

The B shares in the Offering have not been and will not be registered under the U.S. Securities Act of 1933, as amended, (the “Securities Act”) or with any securities regulatory authority of any state
of the United States, and may not be offered or sold within the United States unless the B shares are registered under the Securities Act or an exemption from the registration requirements of the Securi-
ties Act is available. All offers and sales of B shares will be made in compliance with Regulation S under the Securities Act. The B shares may not be offered, sold, pledged or otherwise transferred within
the United States except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and in compliance with any applicable state securities laws.
For certain restrictions on transfer of the B shares, see section “Selling and transfer restrictions”. Any reproduction or distribution of the Offering Circular in the United States, in whole or in part, and
any disclosure of its contents to any other person is prohibited. The B shares in the Offering have not been recommended by any U.S. federal or state securities commission or regulatory authority. Fur-
thermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of the Offering Circular. Any representation to the contrary is a criminal offence in the United States.

The Offering Circular is only being distributed to and is only directed at (i) persons who are outside the United Kingdom, or (ii) persons who have professional experience in matters relating to
investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”); (iii) high net-worth entities falling within Articles 49(2)(a)
to (d) of the Order; or (iv) other persons to whom it may lawfully be communicated (all such persons together being referred to as “relevant persons”). The Offering Circular is only directed at rele-
vant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which the Offering Circular relates is available only to relevant
persons and will be engaged in only with relevant persons.

The Offering and the Offering Circular are governed by Swedish law. The courts of Sweden have exclusive jurisdiction to settle any conflict or dispute arising out of or in connection with the Offer-
ing or the Offering Circular.

A separate prospectus in Swedish has been approved and registered by the Swedish Financial Supervisory Authority (Sw. Finansinspektionen) in accordance with Chapter 2, Sections 25 and 26
of the Swedish Financial Instruments Trading Act (1991:1980) (Sw. lagen (1991:980) om handel med finansiella instrument). In the event of discrepancies between the Offering Circular and the
Swedish prospectus, the Swedish prospectus shall prevail.

Stabilisation
In connection with the Offering, ABG as stabilising manager (the “Stabilising Manager”) may, on behalf of the Managers, carry out transactions aimed at supporting the market price of the B shares at
levels above those which might otherwise prevail in the open market. Such stabilisation transactions may be effected on Nasdaq Stockholm, in the over-the-counter market or otherwise, at any time
during the period starting on the date of commencement of trading in the B shares on Nasdaq Stockholm and ending no later than 30 calendar days thereafter. The Stabilising Manager is, however, not
required to undertake any stabilisation and there is no assurance that stabilisation will be undertaken.

Stabilisation, if undertaken, may be discontinued at any time without prior notice. In no event will transactions be effected at levels above the price in the Offering. Within one week of the end of the
stabilisation period, the Stabilising Manager will make public whether or not stabilisation was undertaken, the date at which stabilisation started, the date at which stabilisation last occurred and the
price range within which stabilisation was carried out, for each of the dates during which stabilisation transactions were carried out.

Forward-looking statements
The Offering Circular contains certain forward-looking statements and opinions. Forward-looking statements are statements that do not relate to historical facts and events and such statements and

» o« » o«

opinions pertaining to the future that, by example, contain wording such as “believes”, “estimates”, “anticipates”, “expects”, “assumes”, “forecasts”, “intends”, “could”, “will”, “should”, “would”,
“according to estimates”, “is of the opinion”, “may”, “plans”, “potential”, “predicts”, “projects”, “to the knowledge of” or similar expressions, which are intended to identify a statement as forward-
looking. This applies, in particular, to statements and opinions in the Offering Circular concerning the future financial returns, plans and expectations with respect to the business and management
of the Company, future growth and profitability and general economic and regulatory environment and other matters affecting the Company.

Forward-looking statements are based on current estimates and assumptions made according to the best of the Company’s knowledge. Such forward-looking statements are subject to risks,
uncertainties, and other factors that could cause the actual results, including the Company’s cash flow, financial condition and results of operations, to differ materially from the results, or fail to
meet expectations expressly or implicitly assumed or described in those statements or to turn out to be less favourable than the results expressly or implicitly assumed or described in those state-
ments. Accordingly, prospective investors should not place undue reliance on the forward-looking statements herein, and are strongly advised to read the Offering Circular, including the following
sections: “Summary”, “Risk factors”, “Market overview”, “Business overview” and “Operating and financial review”, which include more detailed descriptions of factors that might have an impact on
the Company’s business and the market in which it operates. None of the Company, the Ultimate Owners or any of the Managers can give any assurance regarding the future accuracy of the opinions
set forth herein or as to the actual occurrence of any predicted developments.

In light of the risks, uncertainties and assumptions associated with forward-looking statements, it is possible that the future events mentioned in the Offering Circular may not occur. Moreover,
the forward-looking estimates and forecasts derived from third-party studies referred to in the Offering Circular may prove to be inaccurate. Actual results, performance or events may differ materi-
ally from those in such statements due to, without limitation: changes in general economic conditions, in particular economic conditions in the markets on which the Company operates, changes
affecting interest rate levels, changes affecting currency exchange rates, changes in competition levels, changes in laws and regulations, occurrence of accidents, environmental damages and the
availability of financing.

After the date of the Offering Circular, none of the Company, the Ultimate Owners or any of the Managers assume any obligation, except as required by law or Nasdaq Stockholm’s Rule Book for
Issuers, to update any forward-looking statements or to conform these forward-looking statements to actual events or developments.

Business and market data
The Offering Circular includes industry and market data pertaining to Pandox’s business and markets. Such information is based on the Company’s analysis of multiple sources.

Industry publications or reports generally state that the information they contain has been obtained from sources believed to be reliable, but the accuracy and completeness of such information is
not guaranteed. The Company has not independently verified and cannot give any assurances as to the accuracy of industry and market data contained in the Offering Circular that were extracted or
derived from such industry publications or reports. Business and market data are inherently predictive and subject to uncertainty and not necessarily reflective of actual market conditions. Such data
is based on market research, which itself is based on sampling and subjective judgements by both the researchers and the respondents, including judgements about what types of products and trans-
actions should be included in the relevant market.

None of the Company, the Ultimate Owners or any of the Managers assumes responsibility for the correctness of any business or market data included in the Offering Circular. Information pro-
vided by third parties has been accurately reproduced and, as far as the Company is aware and has been able to ascertain from information published by such third parties, no facts have been omitted
which would render the reproduced information inaccurate or misleading.

Important information about the selling of shares

Note that notifications about allotment to the public in Sweden will be made through distribution of contract notes, expected to be distributed on 18 June 2015. Institutional investors are expected to
receive special notifications about allotment on or around 18 June 2015, whereafter the contract notes will be distributed. After payments for the allocated B shares have been processed by the Man-
agers and Avanza, the duly paid B shares will be transferred to the securities depository account or the securities account specified by the acquirer. The time required to transfer payments and trans-
fer duly paid B shares to the acquirers of B shares in Pandox means that these acquirers will not have B shares available in the specified securities depository account or the securities account until

23 June 2015, at the earliest. Trading in the Company’s B shares on Nasdaq Stockholm is expected to commence on or around 18 June 2015. Accordingly, if B shares are not available in an acquirer’s
securities account or securities depository account until 23 June 2015 at the earliest, the acquirer may not be able to sell these B shares on Nasdaq Stockholm as from the time trading in the B shares
commences, but first when the B shares are available in the securities account or the securities depository account.
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Addresses A-1

Certain definitions

ABG
ABG Sundal Collier Norge ASA.

Avanza
Avanza Bank AB.

Carnegie
Carnegie Investment Bank AB (publ).

DNB Markets
DNB Markets, part of DNB Bank ASA, Sweden branch.

Euroclear Sweden
Euroclear Sweden AB.

Handelsbanken
Svenska Handelsbanken AB (publ) or, as appropriate, Handelsbanken
Capital Markets (a part of Svenska Handelsbanken AB (publ)).

Joint Bookrunners
ABG, Handelsbanken and Morgan Stanley.

Managers
ABG, Handelsbanken, Morgan Stanley, Carnegie, DNB Markets and SEB.
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SUMMARY OF THE OFFERING

Price range
SEK 100-110 per B share

Application period for the general public in Sweden
9-16 June 2015

Application period for institutional investors
9-17 June 2015

Announcement of Offering price
18 June 2015

First day of trading in Pandox’s B shares
18 June 2015

Settlement date
23 June 2015

Other information
Ticker: PNDX B
ISIN code: SE0007100359

FINANCIAL CALENDAR

Interim report for the

period January—June 2015 20 August 2015

Interim report for the

period January—September 2015 5 November 2015

Year-end report 2015 18 February 2016

Annual report 2015 March 2016
Morgan Stanley

Morgan Stanley & Co. International plc.

Nasdaq Stockholm
The regulated market operated by NASDAQ OMX Stockholm AB.

Pandox, the Company or the Group
Pandox Aktiebolag (publ), the group in which Pandox Aktiebolag (publ) is
the parent company or a subsidiary of the group, as the context may require.

SEB
SEB Corporate Finance, Skandinaviska Enskilda Banken AB (publ).

SEK
Swedish krona.

Stabilising Manager
ABG.

SU-ES
SU-ES AB (previously Pandox Holding AB).

Ultimate Owners
Eiendomsspar AS, Helene Sundt AS and CGS Holding AS.
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Summary

The summary is drawn up in accordance with information requirements in the form of a number
of “paragraphs” which should include certain information. The paragraphs are numbered in sec-
tions A—E (A.1—E.7). This summary contains all the paragraphs required in a summary for the
relevant type of security and issuer. However, as certain paragraphs are not required, there
may be gaps in paragraph numbering sequences. Even if it is necessary to include a paragraph
in the summary for the security and issuer in question, it is possible that no relevant information
can be provided for that paragraph. In such instances, the information has been replaced by a
brief description of the paragraph, along with the specification “not applicable”.

SECTION A - INSTRUCTION AND WARNINGS

Al Introduction and warnings This summary should be read as an introduction to the Offering Circular. Any decision to invest in the secu-
rities should be based on an assessment of the Offering Circular in its entirety by the investor. Where state-
ments in respect of information contained in an offering circular are challenged in a court of law, the plain-
tiff investor may, in accordance with member states’ national legislation, be forced to pay the costs of trans-
lating the offering circular before legal proceedings are initiated. Under civil law, only those individuals who
have produced the summary, including translations thereof, may be enjoined, but only if the summary is
misleading, incorrect or inconsistent with the other parts of the Offering Circular or if it does not, together
with other parts of the Offering Circular, provide key information to help investors when considering
whether to invest in the securities.

A2 Consent for use of the Offer- = Not applicable. Financial intermediaries are not entitled to use the Offering Circular for subsequent trading
ing Circular by financial or final placement of securities.
intermediaries

SECTION B - ISSUER
B.1 Company and trading name Pandox Aktiebolag (publ), reg. no. 556030-7885.

B.2 Issuer’s registered office Pandox’s registered office is in Stockholm. Pandox is a Swedish public limited liability company founded in
and corporate form Sweden under Swedish law and operating under Swedish law.
Pandox’s form of association is governed by the Swedish Companies Act (2005:551).

B.3 Description of the Issuer’s Pandox is a leading owner of hotel properties in Northern Europe with focus on sizeable hotels in key leisure
operations and corporate destinations. Pandox’s hotel property portfolio comprises 104 hotels with a total of 21,969
rooms across eight countries. Pandox’s business is divided into two segments: Property management and
Operator activities.

As of 31 March 2015, Pandox’s business segment Property management comprised 89 Investment prop-
erties with a total of 17,195 rooms in six countries, that are leased on a long-term basis to market leading
regional hotel operators such as Scandic and Nordic Choice, or leading international hotel operators such as
Hilton and Rezidor. In 2014, Pandox had a net operating income (before costs for property administration)
from Property management of SEK 1,249 million and the market value of the portfolio as of 31 March 2015
amounted to SEK 21,233 million.

Pandox’s business segment Operator activities comprised 15 Operating properties with a total of 4,774
rooms in five countries, as of 31 March 2015. In addition to being the owner of the hotel properties, Pandox
also operates hotels, either through well-known hotel brands such as Hyatt Regency or Holiday Inn, or
through independent hotel brands owned by the Company. Revenue and income from the hotel operations
within Operator activities accrue in full to Pandox. In 2014, total revenue Operator activities amounted to
SEK 1,598 million, net operating income amounted to SEK 320 million and the market value of the portfolio
as of 31 March 2015 amounted to SEK 5,763 million.

B.4a  Trends Based on Pandox’s strong position in the market, and strong property portfolio, in combination with:
« continued improvement of the general economic conditions,
« anincrease in operator activities,
« low interest rates, and
« a positive trend in the travel sector,
the Company expects to further improve cash earnings in 2015.

SUMMARY Invitation to acquire B shares in Pandox Aktiebolag (publ)



B.5 Description of the Group
and the issuer’s position
within the Group

B.6 Major shareholders, control
over the Company and noti-
fiable individuals, larger
shareholders and control

B.7 Financial information in
summary
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The Group comprises the parent company Pandox Aktiebolag (publ) and 182 directly and indirectly owned
subsidiaries and one affiliated company.

As at the date of the Offering Circular, Pandox has one shareholder, SU-ES, which holds all A and B shares in
the Company. All shares in SU-ES are indirectly owned by the Ultimate Owners and the Company’s CEO
Anders Nissen. Eiendomsspar AS indirectly holds 49.753 per cent of the shares in SU-ES, Helene Sundt AS
indirectly holds 24.876 per cent of the shares in SU-ES, CGS Holding AS indirectly holds 24.876 per cent of
the shares in SU-ES and Anders Nissen indirectly holds 0.495 per cent of the shares in SU-ES.

Swedbank Robur Fonder, on behalf of its funds, and AMF have agreed to acquire B shares in the Offering
to such extent that their ownership in the Company, following completion of the Offering, will amount to
seven per cent each of the total number of shares in the Company and 3.5 per cent each of the total number
of votes in the Company.

The following tables present a summary of Pandox’s historical financial information as of, and for, the peri-
ods presented. The selected consolidated financial information in summary presented below has been
derived from Pandox’s audited historical consolidated financial statements as at and for the years ended 31
December 2014, 2013 and 2012, prepared in accordance with IFRS and audited by the Company’s auditors,
in accordance with what is stated in their report which is included in the historical financial statements. The
information has also been derived from Pandox’s unaudited interim report as at and for the three-month
period ended 31 March 2015, prepared in accordance with IFRS and reviewed by the Company’s auditors,
in accordance with what is stated in their report which is included in the interim report.

Consolidated statement of profit and loss and other comprehensive income

MSEK Q12015 Q12014 2014 2013 2012
Revenue Property management
Rentalincome 319 344 1,418 1,523 1,540
Other property income 13 14 60 67 55
Revenue Operator activites 367 304 1,598 1,308 1,179
Total revenues 699 663 3,076 2,897 2,774
Costs Property management =72 -81 -292 -313 -293
Costs Operator activites -348 -296 -1,387 -1,200 -1,078
Gross profit 279 287 1,397 1,384 1,403
—whereof gross profit Property management 260 278 1,186 1,277 1,302
—whereof gross profit Operator activities 19 9 211 108 101
Central administration -21 -15 -82 -64 -57
Financeincome 1 1 5 8 14
Finance expenses -115 -145 -541 -615 -600
Profit before changes in value 143 128 779 713 760
Changes in value
Properties, unrealised 363 480 906 376 233
Properties, realised — — 291 — 29
Derivatives, unrealised -33 -163 -622 321 -212
Profit before tax 473 445 1,354 1,409 811
Current tax -5 4 -16 -197 -9
Deferred tax -95 -90 -85 -265 -305
Profit for the period attributable to the owners of
the Parent Company 374 351 1,253 948 497
Other comprehensive income
Items that have been or may be reclassified to profit
orloss
Translation differences foreign operations -130 123 -3 =32 -82
Other comprehensive income for the period -130 123 -3 -32 -82
Total profit for the period attributable to owners of
the Parent Company 244 475 1,250 916 415
Earnings per share before and after dilution, SEK? 2.5 2.3 8.4 6.3 33
Total earnings per share before and after dilution,
SEKY 1.6 32 83 6.1 2.8

1 The average number of shares for calculating earnings per share and total earnings per share have been adjusted to take
account of the 6:1 splitin May 2015.

SUMMARY
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B.7

SUMMARY

.
Consolidated statement of financial position

31-March ~ 31-March 31-Dec 31-Dec 31-Dec
MSEK 2015 2014 2014 2013 2012
ASSETS
Non-current assets
Operating properties 4,001 3,692 4135 3,591 2,980
Equipment / Interiors 707 618 723 659 537
Investment properties 21,233 22,588 20,843 21,911 21,842
Deferred tax assets 898 788 923 773 801
Other non-current receivables 28 24 26 45 10
Total non-current assets 26,867 27,710 26,651 26,979 26,170
Current assets
Inventories 10 9 11 10 7
Current tax assets 42 27 44 60 11
Trade accounts receivable 115 125 153 160 147
Prepaid expenses and accrued income 75 56 97 66 75
Other current receivables 12 35 11 8 23
Cash and cash equivalents 378 647 321 589 939
Total current assets 632 897 636 891 1,201
Total assets 27,499 28,607 27,287 27,871 27,371
EQUITY AND LIABILITIES
Equity
Share capital 375 375 375 375 374
Other paid-in capital 2,138 2,138 2,138 2,138 1,823
Reserves -247 9 -117 -114 -82
Retained earnings, including profit
for the period 8,379 8,381 8,005 8,029 7,281
Equity attributable to owners
of the Parent Company 10,645 10,903 10,402 10,429 9,395
LIABILITIES
Non-current liabilites
Interest-bearing liabilities?) 11,600 14,497 11,786 14,402 14,839
Derivatives?) 933 441 900 278 599
Provisions 42 5 54 5 5
Deferred tax liabilities 2,074 1,786 1,993 1,708 1,457
Total non-current liabilities 14,649 16,729 14,732 16,392 16,900
Current liabilites
Provisions 12 — 12 — —
Interest-bearing liabilities?) 1,222 97 1,122 173 181
Tax liabilities 17 24 19 12 31
Trade accounts payable 143 115 189 149 188
Liabilities group companies® 159 33 208 33 33
Other current liabilities 148 121 166 241 259
Accrued expenses and prepaid income 503 585 437 442 384
Total current receivables 2,205 975 2,153 1,050 1,076
Total liabilities 16,853 17,704 16,885 17,442 17,976
Total equity and liabilities 27,499 28,607 27,287 27,871 27,371
Pledged assets 11,635 12,560 15,807
Contingent liabilities 6 4 4

Note: Pledged assets and Contingent liabilities are not reported on a quarterly basis.

1 The reported values of interest-bearing instruments and other financial instruments are a reasonable approximation of

their fair value.

2) The derivatives are reported at fair value according to Level 2-valuation according to IFRS, based on observable data,

directly or indirectly.

3) Liabilities to group companies amounting to SEK 158.5 million have been repaid in May 2015.

Invitation to acquire B shares in Pandox Aktiebolag (publ)



B.7 Consolidated cash flow statement
MSEK Q12015 Q12014 2014 2013 2012
OPERATING ACTIVITIES
Profit before tax 473 445 1,354 1,409 811
Reversal of depreciation 32 25 110 102 88
Changes in value, Investment properties, realised — — -291 — -29
Changes in value, Investment properties, unrealised -363 -480 -906 -376 -233
Changes in value, derivatives, unrealised 33 163 622 -321 212
Taxes paid -5 -4 -7 -242 -3
Cash flow from operating activities before changes
in working capital 171 149 881 573 846
Increase/decrease in operating assets 12 44 -13 -41 70
Increase/decrease in operating liabilities -33 9 12 8 =277
Changes in working capital -21 53 -1 -33 -207
Cash flow from operating activities 150 202 881 540 639
INVESTING ACTIVITIES
Investments in Investment properties 40 -128 -353 -452 -326
Investments in Operating properties -31 =21 -87 -40 -13
Investments in equipment/interiors =15 -10 -88 -169 -196
Divestment of subsidiaries, net affect on liquidity — — 2,607 — 232
Acquisitions of subsidiaries, net affect on liquidity — — — — -560
Acquisitions of financial assets 0 -1 -2 -35 -6
Divestment of financial assets 2 22 24 0 3
Cash flow from investing activities -85 -138 2,101 -696 -866
FINANCING ACTIVITIES
New share issue — — — 435 —
Group contributions to Parent Company’s
shareholders — — -175 — -15
Raised loans — — 422 160 1,396
Amortisation of debt -8 -7 -2,387 -609 -564
Paid dividends — — -1,103 -199 -337
Cash flow from financing activities -8 -7 -3,242 -213 481
Cash flow for the year 57 57 -261 -369 253
Cash and cash equivalents at the beginning of year 321 589 589 939 685
Exchange difference in cash and cash equivalents 0 1 -7 19 1
Cash and cash equivalents at end of period 378 647 321 589 939

Information regarding interest payments
Interest received 1 1 5 8 14
Interest paid -114 -143 -522 -607 -592

Information regarding cash and
cash equivalents at end of period

Cash and cash equivalents consist of bank deposit 378 647 321 589 939

Invitation to acquire B shares in Pandox Aktiebolag (publ) SUMMARY 5
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B.7 Segment information
Quarter 12015
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue
revenue Property management 193 29 46 49 14 332
revenue Operator activities — 19 — 5 343 367
Properties 12,573 2,549 2,740 3,084 6,050 26,996
Investments in properties 28 19 1 12 26 86
Quarter 12014
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue
revenue Property management 220 27 44 46 21 359
revenue Operator activities — 13 — 6 286 304
Properties 13,828 2,263 2,689 2910 5411 27,100
Investments in properties 63 9 7 30 50 159
2014
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue
revenue Property management 869 143 199 205 61 1,477
revenue Operator activities — 90 — 25 1,483 1,598
Properties 12,349 2,578 2,636 3,103 5839 26,504
Investments in properties 202 34 22 128 141 528
Realised changes in value, properties 249 — — — 42 291
2013
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue
revenue Property management 948 160 193 193 96 1,589
revenue Operator activities — 2 — 23 1,283 1,308
Properties 13,326 2,203 2,620 2,906 5226 26,282
Investments in properties 247 15 51 144 204 661
2012
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue
revenue Property management 957 97 201 208 132 1,596
revenue Operator activities — 6 — 23 1,150 1,179
Properties 12,851 2,101 2,719 2,737 4,883 25,291
Investments in properties 190 54 30 46 215 535
Realised changes in value, properties 29 — — — — 29
SUMMARY Invitation to acquire B shares in Pandox Aktiebolag (publ)




B.7 Certain definitions and key figures
The information set out below and under the heading “ — Key figures”, covering the financial years 2012—-2014
and the first quarters 2014 and 2015, is of significant value to investors, since it enables a better evaluation
of Pandox’s financial condition and results. The information in the tables below and under the heading
“— Key figures” has been calculated based on figures in Pandox’s historical financial information covering the
financial years 2012-2014 and the Interim financial report for the period January—March 2015. Please note that
the tables and calculations below have not been included in the Company’s historical financial information
and are not encompassed by the audit report.

Net operating income, MSEK Q12015 Q12014 2014 2013 2012
PROPERTY MANAGEMENT

Investment properties

Rentalincome 319 344 1,418 1,523 1,540
Other property income 13 14 60 67 55
Costs, exclusive costs for Property management -56 —64 -229 247 -228
Net operating income before Property

management 276 294 1,249 1,342 1,367
Property management -16 -16 -63 -66 -65
Net operating income - equivalent to gross

profit/loss 260 278 1,186 1,277 1,302
OPERATOR ACTIVITIES

Operating properties

Income 367 304 1,598 1,308 1,179
Costs -348 -296 -1,387 -1,200 -1,078
Gross profit/loss 19 9 211 108 101
Plus: Depreciation included in costs 32 25 109 102 88
Net operatingincome 51 33 320 209 188
EBITDA-reconciliation, MSEK Q12015 Q12014 2014 2013 2012
Gross profit/loss 279 287 1,397 1,384 1,403
Plus: Depreciation included in costs operating

activities 32 25 109 102 88
Less: central administration, excluding depreciation -21 -15 -81 -64 -57
EBITDA 289 296 1,425 1,422 1,434
Cash earnings, MSEK Q12015 Q12014 2014 2013 2012
EBITDA 289 296 1,425 1,422 1,434
Plus: Financial income 1 1 5 8 14
Less: Financial expenses -115 -145 =541 -615 -600
Less: Current tax -5 4 -16 -197 -9
Cash earnings 171 149 873 618 839
Net asset value EPRA NAV, MSEK Q12015 Q12014 2014 2013 2012
Recognised shareholders’ equity 10,645 10,903 10,401 10,429 9,395
Plus: Revaluation of Operating properties 1,054 203 803 121 -68
Plus: Reversal of derivatives 933 441 900 278 599
Less: Deferred tax, derivatives -205 -126 -219 -93 -179
Plus: Deferred tax, properities 2,011 1,732 1,930 1,653 1,426
EPRA NAV 14,438 13,153 13,816 12,388 11,174
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B.7 SPECIFICATION OF COSTS
Investment properties, MSEK 2014 2013 2012
Operating costs =37 43 44
Maintenance costs =77 =79 -67
Property tax -84 -95 -86
Site leasehold rent =31 -30 -32
Property administration -63 -66 -65
Costs, Investment properties =292 -313 -293
Note: Specification of costs for Property management is not reported on a quarterly basis.
Operating properties, MSEK 2014 2013 2012
Employee costs -641 -593 -560
Marketing and sales -151 -132 -113
Repairs and maintenance -28 -26 -22
Other operating costs -458 —348 -295
Depreciation -109 -102 -88
Costs, Operating properties -1,387 -1,200 -1,078
Note: Specification of costs for Operator activities is not reported on a quarterly basis.
Key figures
Financial data Q12015 Q12014 2014 2013 2012
Return on equity, % 3.6 33 12.0 9.6 54
Equity to asset ratio, % 387 38.1 381 374 343
Loan to value ratio, % 47.5 539 487 55.5 59.4
Interest cover ratio 2.5 21 2.6 23 2.4
Average cost of debt, % -34 -39 -3.6 -4.0 -39
Net interest bearing debt, MSEK 12,444 13,948 12,587 13,986 14,081
Investments, ex acquisitions, MSEK 86.2 159.0 5275 660.7 535.0
Per share data?
Earnings per share, SEK 25 23 8.4 6.3 33
Cash earnings per share, SEK 11 1.0 58 4.1 5.6
Shareholders’ equity per share, SEK 71.0 72.7 69.3 69.5 62.9
Net asset value (EPRA NAV) per share, SEK 96.3 87.7 921 82.6 74.8
Dividend per share, SEK?) — — 6.9 1.4 13
Weighted average number of shares, after dilution,
thousands?) 150,000 150,000 150,000 149,412 149,400
Property data
Number of hotels® 104 119 104 119 119
Number of rooms? 21,969 24,780 21,969 24,780 24,661
‘WAULT, years 8.7 8.4 9.0 — —
Property market value, MSEK 26,996 27,101 26,504 26,282 25,291
Market value, Investment properties, MSEK 21,233 22,588 20,843 21911 21,842
Market value, Operating properties, MSEK 5,763 4,513 5,660 4,371 3,449
D Retroactively adjusted for share split in May 2015. Total number of outstanding shares after full dilution amounts to
150,000,000, of which 75,000,000 are A shares and 75,000,000 are B shares. For the purpose of comparability, the total
number of shares have been used to calculate the key figures.

2) 2014 includes the proposed dividends, as well as the resolved upon extraordinary dividend paid in 2014.
3) Hotel properties owned by Pandox.
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B.7

DEFINITIONS

Return on equity, %

Profit or loss for the period, attributable to the share-
holders of the parent company, as a percentage of
average equity (shareholders’equity).

Equity to assetratio, %
Reported shareholders’ equity as a percentage of total
assets at the end of the period.

Loan to value ratio, %
Interest-bearing liabilities as a percentage of the total
market value of properties at the end of the period.

Interest cover ratio
Profit before value changes, plus financial expenses
and depreciation, divided by financial expenses.

Average cost of debt, %
Average interest rate paid as a percentage of current
interest-bearing debt.

Net interest bearing debt, MSEK
Total interest-bearing liabilities less cash and cash
equivalents.

Investments, excluding acquisitions, MSEK
Investments in properties, excluding acquisitions.

Gross profit, Property management, MSEK
Revenue less directly related costs for Property man-

agement.

Gross profit, Operator activities, MSEK
Revenue less directly related costs for Operator activi-
ties and depreciation on fixed assets excluding acqui-

sitions.

Net operating income, Property management,
MSEK

Net operating income corresponds to gross profit
Property management. See “— Certain definitions and
key figures” for full reconciliation.

Net operating income, Operator activities, MSEK
Gross profit for Operator activities plus depreciation
included in costs, Operator activities. See “— Certain
definitions and key figures” for full reconciliation.

EBITDA, MSEK

Total net operating income less central administra-
tion excluding depreciation. See “— Certain defini-
tions and key figures” for full reconciliation.

Cash earnings, MSEK

EBITDA plus financial income less financial expenses
less current tax. See “Certain definitions and key fig-
ures” for reconciliation.

Invitation to acquire B shares in Pandox Aktiebolag (publ)

Cash earnings per share, SEK

EBITDA plus financial income less financial expenses
less current tax, divided by the weighted average total
number of shares outstanding.

Earnings per share, SEK

Profit for the period, attributable to the owners of the
parent company, divided by the weighted average
total number of shares outstanding.

Shareholders’ equity per share, SEK

Reported shareholder’s equity, attributable to the
shareholders of the parent company, divided by the
total number of shares outstanding at the end of the
period.

Net asset value (EPRA NAV) per share, SEK
Recognised equity, attributable to the shareholders of
the parent company, including reversal of derivatives
and deferred tax and revaluation of Operating proper-
ties divided by the total number of diluted shares out-
standing at the end of the period. See “— Certain defi-
nitions and key figures” for full reconciliation.

Dividend per share, SEK

Dividend for the year divided by the total weighted
number of diluted shares outstanding at the end of
the period.

Weighted average number of shares,

before dilution

The weighted average number of shares incorporates
any changes in the amount of outstanding shares,
before dilution, over the reporting period.

Weighted average number of shares,

after dilution

The weighted average number of shares incorporates
any changes in the amount of outstanding shares,
after dilution, over the reporting period.

Number of hotels
Number of owned hotel properties, at the end of the
period.

Number of rooms
Number of rooms in owned hotel properties, at the
end of the period.

WAULT (Investment properties), years
Average lease term remaining to expiry, across the
Investment property portfolio, weighted by con-
tracted rental income.

Property market value, MSEK
Market value of Investment properties plus market
value of Operating properties.

SUMMARY

9



B.7 Significant events in the period 1 January 2012-31 March 2015

« Following Pandox’s acquisition of Norgani Hotels in 2010, Pandox entered into an agreement with its
largest tenant, Scandic, to refurbish and upgrade 40 hotels for a total of SEK 1.6 billion of which Pandox’s
part amounted to SEK 1.0 billion. In connection therewith, the lease agreements for the hotels in the proj-
ect, called Shark, were renegotiated with improved conditions for Pandox (higher percentage rents). The
Shark project is in its final phase and is expected to be completed according to the time plan during 2015.
The project has remained within the original budget.
On 1 December 2013, the Company completed its acquisition of the Norgani Group by acquiring the
remaining 50 per cent of the group. The Company had acquired the other 50 per cent of the group in 2010.
However, the annual financial information for the years 2012 and 2013 included in this Offering Circular
reflects Pandox accounts as if 100 per cent of the shares in Norgani Group had been acquired on 1 January
2012. In addition, on 31 December 2012, as part of the Norgani transaction, the Company acquired four
hotel properties in Denmark, three located in Copenhagen and one in Kolding.
During 2013, the lease contracts for Hilton Bremen, Hilton Dortmund and Scandic Liibeck expired. As the
leases expired, Pandox assumed responsibility for the hotel operations under separate franchise agree-
ments, two with Rezidor for the hotels in Dortmund and Bremen (now Radisson Blu hotels) and one with
InterContinental for the hotel in Liibeck (now the Holiday Inn Liibeck). In addition, in December 2013,
Pandox took over the operations of First Hotel Copenhagen, Denmark, and entered into a franchise con-
tract with First Hotels. Finally, in April 2014, Pandox took over the hotel operations for Omena Hotel in
Copenhagen, Denmark. The hotel has changed its name to Urban House Copenhagen, and as of 1 April
2014, is reported under the Operator activities segment.
In 2012-2014 the Operator activites segment has grown from 10 hotel properties as of 31 December 2012
to 16 hotel properties as of 1 March 2015.
Pandox divested 14 hotel properties in Sweden to Fastighets AB Balder, in addition to the Hilton Dock-
lands Hotel in London which was sold to H.I.G. Capital. Total proceeds from the divestments amounted to
SEK 2.7 billion, or approximately 12 per cent above Pandox’s estimate of market value as of 31 December
2013.

Significant events since 31 March 2015

On 23 April 2015, the Company announced that it will take over operations at Mr. Chip in Kista, Sweden,
effective 1 June 2015. The hotel property has been owned by the Group since 2001 and is currently part of
Property management.

On 5 May 2015, the Company announced that Pandox and Elite Hotels had agreed on new long-term
lease agreements for two hotels, Elite Park Avenue Gothenburg and Elite Stora Hotellet J6nképing (both
located in Sweden). Following the renegotiation of the lease agreements both hotels will undergo refurbish-
ments, see section “Business overview — The property portfolio — Projects”.

On 5 May 2015, at the Annual General Meeting of Pandox Aktiebolag (publ), the shareholders approved
the board of directors’ proposal to distribute a dividend of SEK 150 million to SU-ES and resolved to create
two share classes, A shares and B shares, as well as a split of shares (6:1). For more information regarding
Pandox’s share capital structure, see section “Share capital and ownership structure”.

On 8 May 2015, the Company announced that it will take over operations at Quality Hotel & Resort
Fagernes, Norway, effective 1 January 2016. The hotel property has been owned by the Group since 2010
and is currently part of the Property management segment.

Nasdaq Stockholm’s listing committee decided on 22 May 2015 to admit the Company’s B share to trad-
ing on Nasdaq Stockholm, subject to customary conditions, such as the distribution requirements for the
Company’s B share being fulfilled no later than on the first day of trading.

B.8 Pro forma accounting Not applicable. The Offering Circular does not contain pro forma accounting.

B.9 Profit/loss forecast Not applicable. The Company has not presented any profit/loss forecast.

B.10 = Auditremarks Not applicable. There are no remarks in the audit report.

B.11  Networking capital Not applicable. Pandox believes that the existing net working capital, together with available credit facilities

and expected cash flow from operating activities, is sufficient to meet the Company's current needs for
working capital over the next twelve month period.
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SECTION C - SECURITIES

C.1 Securities offered

C.2 Denomination

C.3 Total number of shares
in the Company

C.4 Rights associated with
the securities

C.5 Restrictions in free
transferability

C.6 Admission to trading

C.7 Dividend policy

SECTION D - RISKS

D.1 Main risks related to the
issuer or the industry

B shares in Pandox Aktiebolag (publ), reg. no. 556030-7885. ISIN number: SE0007100359.
The shares are denominated in SEK.

As at the date of this Offering Circular, there are 75,000,000 A shares and 75,000,000 B shares in the Com-
pany, each with a quota value of SEK 2.5. Each share has been fully paid. No new shares will be issued in
connection with the Offering.

The Offering only comprises the Company’s B shares. Each A share entitles the holder to three votes at
shareholders’ meetings, whereas each B share entitles the holder to one vote at shareholders’ meetings.

If the Company issues new shares, warrants or convertibles in a cash issue or a set-off issue, shareholders
shall, as a general rule, have preferential rights to subscribe for such securities proportional to the class of
shares (A shares or B shares) and the number of such shares held prior to the issue. The shares carry the
right to payment of dividend for the first time on the record date for distribution which falls immediately
after the listing of the B shares. All shares in the Company give equal rights to the receipt of dividends and
the Company’s assets and possible surpluses in the event of liquidation.

Not applicable. The B shares are not subject to any restrictions on transferability.

Nasdaq Stockholm’s listing committee decided on 22 May 2015 to admit the Company’s B shares to trading
on Nasdaq Stockholm, subject to customary conditions, such as the distribution requirements for the Com-
pany’s B shares being fulfilled no later than on the first day of trading. If the Company’s board of directors
ultimately resolves to list the Company’s B shares, trading in the Company’s B shares is expected to begin on
or about 18 June 2015.

Pandox’s target is a dividend pay-out ratio of between 40 per cent and 60 per cent of cash earnings, with an
average payout ratio over time of approximately 50 per cent. Future dividends and the size of any such divi-
dends are dependent on Pandox's future performance, financial condition, cash flows, working capital
requirements, planned investments and other factors.

Pandox’s business and market are subject to certain risks which are completely or partly outside the control
of Pandox and which could affect Pandox’s business, financial condition and results of operations. Prior to
any investment decision, it is important to carefully analyse the risk factors considered to be material to
Pandox’s future development. These risk factors include, among others, the main following sector risks and
risks related to the operations:

« The value of the Company’s assets is affected by macroeconomic fluctuations and the
liquidity in the property market could decline. The hotel property market, and thus also the Com-
pany, is affected by macroeconomic factors such as the level of inflation and the rate of economic growth.
An economic downturn may decrease the market value of some or all of the Company’s hotel properties.
Further, liquidity in the property market may decline and, to the extent the Company wishes to engage in
divestment activities, its ability to sell parts of its property portfolio could depend on the state of invest-
ment markets and on market liquidity.

In its business, the Company is subject to risks related to repositioning and transforming
hotel properties. Part of Pandox’s strategy is to acquire sizeable underperforming hotel properties in
strategic locations which can be refurbished, restructured and/or repositioned. To the extent that the
Company engages in such activities it will be subject to certain risks. These risks include, but are not lim-
ited to, the reduced availability and increased pricing of financing on favourable terms or at all, damage to
third party property during refurbishment or renovation of properties, cost and timely completion of proj-
ects, the potential that the Company expends funds on and devotes management time to projects which it
does not or cannot complete as well as the possibility that properties which have been renovated or refur-
bished might be leased at below-expected rental rates.

The Company’s costs of maintaining, replacing and improving its current properties could
be higher than estimated. The Company’s lease agreements with tenants generally stipulate that the
Company, as lessor, is responsible for property related investments and maintenance costs, such as the
structure, technical installations and bathrooms. The Company is exposed to the risk that costs relating to
the maintenance, replacements and upgrading of the properties for which the Company is responsible
could be higher than estimated by the Company or reflected in the pricing of the relevant leases.

Invitation to acquire B shares in Pandox Aktiebolag (publ) SUMMARY
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D.1 Main risks related to the « The Company might be unable to identify and acquire suitable hotel properties. The avail-
issuer or the industry, cont. ability of and demand for hotel properties, planning and other local regulations or the availability of
financing may restrict the supply of suitable hotel properties. The Company faces competition from inter-
national, regional and local hotel owners and real estate companies, which may have greater financial
resources than the Company and may be willing to pay more for comparable properties. Accordingly, in
the future the Company might not be successful in identifying or acquiring new hotel properties on satis-
factory terms, or at all.

The Company may from time to time carry out acquisitions of new hotel properties, which
is subject to risks. Property acquisitions are inherently associated with a certain amount of risk and
uncertainty, including the risk of management time and resources being used to pursue acquisitions that
are not successfully completed, the risk of over-paying for assets, the risk of incorrect assumptions regard-
ing the future results of acquired operations, the risk of taking over lease agreements with provisions unfa-
vourable to the lessor, as well as the risk of diverting the Company management’s attention away from
existing operations.

The Company may be unable to retain, and recruit, key personnel in the future. The Compa-
ny’s future success is to some extent dependent on its members of management and other key personnel
who provide expertise, experience and commitment. If the Company is unable to retain members of man-
agement and other key personnel, or recruit new members of management or other key personnel to
replace people who leave the Company this may have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company depends on external operators’ reputation, brand, ability to run their busi-
nesses successfully and financial condition. As of the date of the Offering Circular, the Company
owns 102 hotel properties located in northern Europe and two hotel properties located in Canada. 89 of
those hotel properties are leased to external operators. Although most of the revenue-based lease con-
tracts include provisions which stipulate a guaranteed minimum rent, the Company could be adversely
affected if the levels of the guaranteed rent are not sustainable over time. The Company depends on its
counterparties fulfilling their obligations towards the Company, including its operators’ ability to pay their
rents fully and on time. As of 31 March 2015, the Company’s largest tenant, Scandic, constituted 49 per
cent of the Company’s number of rooms, whilst the second largest, Nordic Choice, constituted 12 per cent.
If the Company’s larger operators do not renew or prolong their contracts when they expire, there is a risk
that the Company will not be able to find new operators for properties that are vacated or successfully
operate the properties on its own.

The Company is exposed to environmental risks. Property investments are connected with the risk
of the properties being contaminated. This means that, under certain conditions, claims could be made
against Pandox for soil remediation or reclamation relating to the presence of suspicion of contamination
in soil, catchment areas or groundwater.

The Company is affected by interest rate fluctuations. Interest expense is, and has historically
been, the Company’s largest expense item. Interest expense is affected by the level of market interest rates
and by the margins of the relevant credit institutions, as well as by the Company’s strategy in regards to
interest rates. The Company maintains a majority of its credit facilities at floating interest rates. However,
the Company enters into interest rate swaps in order to obtain fixed interest periods. There is a risk that
the market interest rates rise, or that the Company fixes interest rates at a level that is higher than the mar-
ket interest rate.

The Company is exposed to the risk of being unable to refinance its facility agreements
when they fall due. The levels of indebtedness in property companies are often significant. The Com-
pany primarily finances its operations through borrowing and its own cash flows. There is a risk that addi-
tional capital cannot be obtained, or that this can be obtained only at terms that are disadvantageous to
Pandox. If any of the abovementioned risks were to occur, it could have a material adverse effect on the
Company’s business, financial condition and results of operations.

The Company is subject to certain risks common to the hotel industry, which are beyond
the Company’s control. Pandox only invests in one type of asset: hotel properties. Pandox is therefore
subject to certain risks common to the hotel industry, including but not limited to changes in national,
regional or local political, economic or market conditions in the areas in which the Company operates, out-
breaks of disease and health problems, threats of terrorism or actual terrorist events, extreme weather con-
ditions, natural disasters or other factors that may affect travel patterns and the number of travellers,
changes in the desirability of travel locations and changes in customers’ travel patterns or in local or regional
demand, etc. Any one or more of these factors could negatively impact the Company’s revenue and profits.

The hotel industry is characterised by intense competition and Pandox may be unable to
compete effectively in the future. Pandox operates in an industry that is exposed to intense competi-
tion. Pandox’s competitiveness depends on the Company being able to predict future changes and trends
in the industry and quickly adapt to current and future market needs. The Company’s competitors may
have greater resources than the Company and be able to better withstand industry downturns, compete
more effectively, retain skilled personnel to a larger degree than the Company or respond more quickly to
changes in local markets. If the Company is unable to compete successfully, its revenues or profits may
decline.
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D.1

D.3

Main risks related to the
issuer or the industry, cont.

Main risks related to
the securities

* New business models may enter the hotel industry. In the past few years, the hotel industry has
witnessed the emergence of new market entrants with business models that are different from the tradi-
tional business models of hotel owners and operators. Such market entrants include AirBnB, Inc. and
HomeAway, Inc., which have introduced potentially disruptive competition to the hotel market by com-
peting on different terms than traditional hotel operators. If Pandox is unable to compete successfully, its
revenues or profits may decline.

The growth of online travel agencies (‘OTAs”) could materially and adversely affect Pandox’s
business and profitability. Rooms are increasingly booked through online travel agencies, such as
Expedia.com, Hotels.com and Booking.com. Growth in the number of bookings through OTAs could reduce
the Company’s margins and could affect its tenants’ ability to pay rent, which could materially and adversely
affect the Company’s business, financial condition and results of operations. Furthermore, if the number of
bookings through OTAs increases in the future, the Company or its operators may become dependent on dis-
tribution of their rooms through OTAs.

The main sector risks and risks related to operations described above could have a material adverse effect on
Pandox’s business, results of operations, financial condition and future development. In addition, the Com-
pany is exposed to additional risks that are described in this Offering Circular as well as risks that are not
currently known to the Company or that the Company currently believes are immaterial and that may have a
material adverse effect on the Company’s business, financial condition and results of operations.

Any investment in securities involves risks. Any such risks could also cause the trading price of Pandox’s B
shares to decline significantly and investors could potentially lose all or part of their investment. Risks
related to Pandox’s B shares include:

« An active, liquid and orderly trading market for Pandox’s B shares may not develop, the
price of its B shares may be volatile, and potential investors could lose a portion or all of
their investment. Prior to the Offering, there is no public market for trading in Pandox’s B shares. There
is a risk that an active and liquid market will not develop or, if developed, will not be sustained after com-
pletion of the Offering. The Offering price will be set by the Ultimate Owners in consultation with the Joint
Bookrunners. This price will not necessarily reflect the price at which investors in the market will be will-
ing to buy and sell the B shares following the Offering. Investors may therefore not be able to resell B
shares at or above the Offering price.

Sales of shares by existing shareholders could cause the B share price to decline and could
trigger change of control provisions. The market price of Pandox’s B shares could decline if there are
substantial sales of the Company’s B shares, particularly sales by the Company’s directors, executive man-
agement, and significant shareholders, or otherwise when a large number of B shares are sold. Further,
sales of B shares by SU-ES could further trigger change of control provisions in the Company’s financing
agreements.

The Ultimate Owners, through SU-ES, will retain substantial control over Pandox after the
Offering and this may limit new shareholders’ ability to influence corporate matters. The
concentrated control maintained by the Ultimate Owners could limit other shareholders’ ability to influ-
ence corporate matters and the Ultimate Owners could exercise influence over Pandox in a manner that is
not in the best interest of the other shareholders.

Pandox’s ability to pay dividends is dependent upon its future earnings, financial condi-
tion, cash flows, net working capital requirements, capital expenditures and other factors.
The amount of any future dividends that Pandox will pay, if any, will depend upon a number of factors,
such as future earnings, financial condition, cash flows, net working capital requirements, capital expendi-
tures and other factors. There is a risk that Pandox’s shareholders may not resolve to pay dividends in the
future or that the Company may not have sufficient distributable funds available.

Differences in currency exchange rates may materially and adversely affect the value of
shareholdings or dividends paid. The shares will be quoted in SEK only, and any dividends will be
paid in SEK. As a result, shareholders outside Sweden may experience adverse effects regarding the value
of their shareholding and their dividends, when converted into other currencies, if SEK depreciates
against the relevant currency.

Shareholders in other countries outside Sweden may not be able to participate in any
potential future cash offers. If Pandox issues new shares in a cash issue, shareholders in the United
States or other countries outside Sweden may be subject to limitations that prevent them from participat-
ing in such rights offerings, or that makes participation difficult or limited.

The Cornerstone Investors may not fulfil their undertakings. The Cornerstone Investors’ under-
takings are not secured through a bank guarantee, blocked funds, pledge of collateral or similar arrange-
ment. Hence, there is a risk that the Cornerstone Investors will not be able to fulfil their undertakings.
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SECTION E - OFFERING

E.1 Issue proceeds and issue No new shares or other securities are issued by Pandox in connection with the preparation of this Offering
costs Circular, and accordingly, the Company will not receive any issue proceeds.

Pandox’s costs associated with the listing of the B shares on Nasdaq Stockholm and the Offering are
expected to amount to approximately SEK 20 million. Such costs relate primarily to costs for auditors, attor-
neys, the printing of the Offering Circular and costs related to management presentations. Pandox will be
reimbursed by SU-ES for these expenses.

E.2a Reasons for the Offering In view of the Company’s growth since 2004, the Ultimate Owners wish to reduce Pandox’s share within their
respective property and investment portfolios. The Ultimate Owners and the board of directors are of the
opinion that the time is appropriate to reduce the Ultimate Owners’ ownership and make Pandox a listed
company again.

The Offering and the listing will expand Pandox’s shareholder base and enable Pandox to access the Swed-
ish and international capital markets, which will support the Company’s continued growth and development.
The board of directors and executive management of Pandox, supported by the Ultimate Owners, consider the
Offering and listing of the Company’s B shares to be alogical and important step in Pandox’s development, as
it will also increase the awareness of Pandox and its operations among current and potential customers and

suppliers.
E.3 Offering forms and The Offering
conditions The Offering is directed to the general public in Sweden!) and to institutional investors?). The Offering com-

prises 52,173,914 B shares, representing approximately 34.78 per cent of the total number of shares in the
Company.

Over-allotment option

SU-ES intends to grant an over-allotment option whereby it pledges to, at the request of the Stability Man-
ager on behalf of the Managers, within 30 days following the first day of trading in the Company’s B shares
on Nasdaq Stockholm, divest up to 7,826,086 additional B shares, representing a maximum of 5.22 per cent
of the total number of shares in the Company.

Book-building procedure

With the purpose of achieving a price determination on market terms for the B shares covered by the Offer-
ing, institutional investors will be given opportunity to participate in a book-building procedure. The book-
building procedure will take place during the period 9-17 June 2015. The Offering price is determined
within the scope of this book-building procedure. The book-building procedure for institutional investors
may be discontinued early or be extended. Notice regarding such possible discontinuation or extension is
given through a press release before the expiration of the application period.

Offering price

The Offering price is determined through the abovementioned book-building procedure and is expected to
be set within the price range SEK 100—110 per B share and is expected to be published on or around 18 June
2015 through a press release. The Offering price to the general public will not exceed SEK 110 per B share.
Commission will not be charged. The price range has been determined by SU-ES in consultation with the
Joint Bookrunners based on an assessment of investment interest from institutional investors.

Allotment

Decision on allotment of shares is made by SU-ES in consultation with the Joint Bookrunners, whereby the
goal will be to achieve a broad distribution of the B shares among the general public and in order to facilitate
aregular and liquid trading in the Company’s B shares on Nasdaq Stockholm. The Cornerstone Investors
are however guaranteed allotment in accordance with their respective undertakings.

Terms and conditions for fulfilment of the Offering

The Offering is conditional upon SU-ES, Pandox and the Joint Bookrunners entering into an agreement
regarding placing of B shares in the Company, which is estimated to occur on or around 17 June 2015. The
Offering is conditional upon the interest for the Offering being sufficiently large for trading in the B shares,
that the placing agreement is entered into, that certain terms and conditions in the agreement are fulfilled
and that the agreement is not terminated.

1 The general public is defined as private individuals and legal entities in Sweden that apply for acquisitions of no less than 100 B shares and no more than 10,000 B shares, in blocks
of 100 B shares.
2) Institutional investors are defined as private individuals and legal entities that apply for acquisitions of no less than 10,000 B shares.
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E.4 Interests and conflict of ABG, Handelsbanken, Morgan Stanley, Carnegie, DNB Markets and SEB are acting as Managers in connec-
interests tion with the Offering. The Managers provide financial advisory and other services to the Company, SU-ES

and the Ultimate Owners in connection with the Offering. From time to time, the Managers will provide ser-
vices to the Ultimate Owners and parties affiliated to the Ultimate Owners in in the ordinary course of busi-
ness and in connection with other transactions.

In addition, SEB is acting as lender under one credit agreement with Pandox Aktiebolag (publ) and a
Danish subsidiary of Pandox Aktiebolag (publ) as borrowers and as lender under one credit agreement with
two Danish subsidiaries of Pandox Aktiebolag (publ) as borrowers and Pandox Aktiebolag (publ) as guaran-
tor. Handelsbanken, directly or through its Hamburg branch, is acting as lender under four credit agree-
ments entered into with Pandox Aktiebolag (publ) as borrower. DNB Bank ASA is acting as lender under
nine credit agreements with Group companies as borrowers and Pandox Aktiebolag (publ) as guarantor.

Moreover, Handelsbanken and DNB Bank ASA are jointly acting as mandated lead arrangers and origi-
nal lenders in one credit arrangement with Pandox’s subsidiaries as borrowers and guarantors. DNB Bank
ASA is acting as agent and DNB Bank ASA and Handelsbanken’s Norwegian branch are jointly acting as
hedge guarantors under the same arrangement.

E.5 Selling shareholder/Lock-up = SU-ES will sell B shares in the Offering.

agreements Under the placing agreement which is expected to be entered into on or around 17 June 2015, SU-ES and
Anders Nissen will undertake, with certain exceptions, not to sell shares in the Company for a certain period
after trading on Nasdaq Stockholm has commenced (the “Lock-up period”) without prior written consent
from the Joint Bookrunners. The Lock-up period for SU-ES will be 180 days. The Lock-up period for Anders
Nissen will be 360 days. At the end of the respective Lock-up periods, the B shares may be offered for sale,
which may affect the market price of the B shares. The Joint Bookrunners may make exceptions from this
undertaking. Under to the agreement, the Company and SU-ES will undertake towards the Managers, with
certain exceptions not to, inter alia, resolve upon or propose to the shareholders’ meeting an increase of the
share capital through issuance of shares or other financial instruments for a period of 180 days from the first
day of trading of the Company’s B shares on Nasdaq Stockholm without prior written consent from the Joint

Bookrunners.
E.6 Dilution effect Not applicable. No new shares are issued in connection with the Offering or the listing.
E.7 Costs imposed on investors Not applicable. Brokerage commission will not be charged.

by the issuer or offerer
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Risk factors

An investment in Pandox’s B shares involves various risks. A number of factors affect, or could
affect, Pandox’s business, both directly and indirectly. Described below, in no particular order
and without claim to be exhaustive, are the risk factors and significant circumstances considered
to be material to Pandox’s business and future development. The risks described below are not
the only risks that Pandox and its shareholders may be exposed to. Additional risks that are not
currently known to Pandox, or that Pandox currently believes are immaterial, may also materi-

ally and adversely affect Pandox’s business, financial condition or results of operations. Such
risks could also cause the price of Pandox’s B shares to fall significantly, and investors could
potentially lose all or part of their investment. In addition to this section, investors should also
take into consideration the other information contained in the Offering Circular. The Offering
Circular also contains forward-looking statements that are subject to future events, risks and
uncertainties. Pandox’s actual results could differ materially from those anticipated in these
forward-looking statements as a result of several factors, including the risks described below

and elsewhere in the Offering Circular.

RISKS RELATED TO THE INDUSTRY AND PANDOX

The value of the Company’s assets is affected by
macroeconomic fluctuations and the liquidity in the property
market could decline

The hotel property market, and thus also the Company, is
affected by macroeconomic factors. Changes in general eco-
nomic conditions, such as the level of inflation and the rate of
economic growth, affect demand for and the value of real estate,
the availability of financing for properties and the market for
property sales. Macroeconomic and other factors beyond the
Company’s control include, but are not limited to, changes in
gross domestic product, employment levels, gross disposable
income, inflation, interest rates, demand for rooms and popula-
tion growth. An economic downturn may decrease the market
value of some or all of the Company’s hotel properties.

The Company’s Investment properties represent 79 per cent
of the value of the properties in the Company’s property portfolio
as of 31 March 2015. Investment properties are recognised at fair
value, and any change in value is recognised in the income state-
ment. The value of the properties is affected by multiple factors.
Some of these are property-specific, such as occupancy, rent lev-
els and operating costs, and others are market-specific, such as
yield requirements and cost of capital based on comparable
transactions in the real estate market. If one or more properties,
or the market in general, were to deteriorate, this could cause the
value of the Company’s Investment properties to decline. The
Company has contracted independent expert appraisers to value
the Company’s properties and has based the fair value of the
Investment properties on those valuations. Despite this, there is a
risk that the fair values in the Company’s balance sheet turn out
to be incorrect as property valuations are inherently subjective
and uncertain.

The Company’s Operating properties are recognised at cost.
Any decline in the value of the Company’s Operating properties
that would cause the value to fall below the book value of the rele-

RISKFACTORS

vant property, would require the difference to be recognised in
the income statement.

Liquidity in the property market may decline and therefore, to
the extent the Company wishes to engage in divestment activities,
its ability to sell parts of its property portfolio could depend on
the state of investment markets and on market liquidity. The
property market in which the Company invests and operates may
have lower liquidity than investment markets for other types of
properties. Risks of this kind in particular could result from
weaknesses in an established market for a property, changes in
the financial condition or prospects of prospective purchasers,
changes in national or international economic conditions and
changes in the laws, regulations or fiscal policies of jurisdictions
where the Company’s properties are located. If the Company was
required to liquidate any part of its property portfolio for any rea-
son, there is a risk that the Company would not be able to sell all
or any of its properties on favourable terms, or at all.

If any of the abovementioned risks were to occur, it could have
amaterial adverse effect on the Company’s business, financial
condition and results of operations.

In its business, the Company is subject to risks related to
repositioning and transforming hotel properties

Part of Pandox’s strategy is to acquire sizeable, underperforming
hotel properties in strategic locations which can be refurbished,
restructured and/or repositioned. To the extent that the Com-
pany continues to engage in such activities, it will be subject to
certain risks. These risks include, but are not limited to, reduced
availability and increased price of financing on favourable terms
or at all, damages to third party property during refurbishment
or renovation of properties, increased cost and timely comple-
tion of projects (including risks beyond the Company’s control,
such as weather or labour conditions or shortages of material or
components), the potential that the Company expends funds on
and devotes management time to projects which it does not or
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cannot complete as well as the possibility that properties which
have been renovated or refurbished might mistakenly be leased
at below-expected rental rates (resulting from, for example, mis-
calculations by the Company or wrong assumptions regarding
the investment needs, client base and demand for the property).
Furthermore, the Company uses, and expects to continue to
use, the services of external construction companies and service
providers in connection with repositioning and transforming
projects. As a result, the Company could suffer losses and addi-
tional costs on projects, if, for example, a contractor should
experience financial difficulties or other delays. In addition, the
Company could also be exposed to cost overruns and delays, due
to changes in plans, if additional work outside the scope origi-
nally agreed should become necessary during the construction
phase or in the event of disputes with external construction com-
panies or services providers. In addition, there is a risk that even
though investment projects are carried out within its respective
budgets, the expected return on investment might not materi-
alise due to worse than expected development in for instance
occupancy and average room rate performance, leading to lower
rental income than expected in the Investment properties or less
net operating income than expected in Operating properties.
Finally, the ability of the Company to attract new tenants also
depends on a number of factors related to the property and the
area where the property is located, see further “— The Company
might be unable to identify and acquire suitable hotel properties”.
The abovementioned risks, as well as other unforeseen
events, could result in substantial unanticipated delays or
expenses and could prevent the initiation of refurbishment and
reconstruction activities or prevent the completion of refurbish-
ment and reconstruction activities already undertaken, any of
which could have a material adverse effect on the Company’s
business, financial condition and results of operations.

The Company’s costs of maintaining and improving its
current properties could be higher than estimated

The Company’s lease agreements generally stipulate that the
Company, as lessor, is responsible for property related invest-
ments and maintenance costs, such as the structure, technical
installations and bathrooms. In general, tenants are responsible
for the maintenance of all rooms, restaurants, the lobby areas
and other public areas, including FF&E. The costs expected to be
incurred by the Company for the maintenance and upgrading of
its properties in the short to medium term depend on the condi-
tion of the properties. These costs are also affected by the con-
struction costs in the regions in which the Company’s properties
are located. Demands from the market, government authorities
or other legal requirements could result in substantial or unfore-
seen maintenance costs increases.

The Company is exposed to the risk that costs for the mainte-
nance and upgrading of properties for which the Company is
responsible pursuant to the lease agreements could be higher
than estimated by the Company or higher than reflected in the
pricing of the relevant leases, which could have a material
adverse effect on the Company’s business, financial condition
and results of operations.
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The Company might be unable to identify and acquire
suitable hotel properties

Part of the Company’s strategy is to acquire underperforming,
sizeable, hotel properties that are strategically situated and
which meet the Company’s criteria. The availability of and
demand for hotel properties, planning and other local regula-
tions or the availability of financing may restrict the supply of
suitable hotel properties. The Company faces competition from
international, regional and local hotel owners and real estate
companies, which may have greater financial resources than the
Company has and may be willing to pay more for comparable
properties. Accordingly, the Company might not be successful in
identifying or acquiring new hotel properties on satisfactory
terms, or at all. If the Company is unable to identify or acquire
suitable hotel properties, this could have a material adverse
effect on the Company’s business, financial condition and results
of operations.

In addition, when a new property has been acquired, the
Company’s ability to attract tenants to that property depends on
demand for space at the relevant property. The demand can be
influenced by a number of factors, including the affordability of
rents, the size and quality of the building, the facilities offered,
the convenience, location and local environment of the relevant
property, the amount of competing space available and the
transportation infrastructure. Changes to the infrastructure,
demographics and planning regulations, as well as the economic
circumstances of the surrounding areas (for which the relevant
property depends for its tenant base) could also materially and
adversely affect the demand for the property in question. The
supply of hotel property is influenced by construction and reno-
vation activity, see “— The hotel industry is characterised by
intense competition and the Company may be unable to compete
effectively in the future”. Accordingly, changes to any of these
factors could have a material adverse effect on the Company’s
business, financial condition and results of operations.

The Company may from time to time carry out acquisitions
of new hotel properties, which is subject to risks

Acquisitions of hotel properties are a part of the Company’s
strategy. Property acquisitions are inherently associated with a
certain amount of risk and uncertainty, including the risk of
management time and resources being used to pursue acquisi-
tions that are not successfully completed, the risk of over-paying
for assets, the risk of incorrect assumptions regarding the future
results of acquired operations, the risk of taking over lease agree-
ments that include provisions unfavourable to the lessor, as well
as the risk of diverting the Company management’s attention
away from existing operations.

Acquisitions also include risks in regards to hotel operations.
For example, current operators may not wish to vacate the prop-
erty, the acquired operation’s accounting records may be defi-
cient, or the property may be the object of unforeseen environ-
mental or tax requirements or other circumstances that have a
negative impact on the value of the property. Although the Com-
pany performs an evaluation before every investment, which is
designed to identify and, where possible, reduce the risks that
may be associated with that investment, there is a risk that
future operations or properties acquired could have a negative
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impact on Pandox’s business, financial condition and results of
operations.

Acquisitions might also entail risks related to the seller. With
acquisitions from a seller who is experiencing or will experience
financial difficulties, the Company’s ability to obtain compensa-
tion of warranty claims may be limited. For acquisitions from
foreign sellers, cultural differences may exist, or the acquisition
agreement might stipulate that disputes are required to be
resolved through foreign courts or arbitration boards, which
could contribute to a greater uncertainty and higher costs for the
Company.

In addition to the above, the integration and consolidation of
acquisitions requires substantial personnel, financial and other
resources, including management’s time and attention. Moreover,
a successful integration could depend on the Company’s ability to
replace the acquired business’ existing management and employ-
ees and recruit acceptable replacements. If the Company is unsuc-
cessful in identifying, executing and integrating acquisitions in a
timely and cost-effective manner, the Company’s business, finan-
cial condition and results of operations could be materially and
adversely affected.

The Company may be unable to retain, and recruit, key
personnel in the future

The Company’s future success is to some extent dependent on its
members of management and other key personnel who provide
expertise, experience and commitment. The Company has
entered into employment agreements or consultancy agree-
ments with its key personnel and the Company believes these
agreements are market-based. There is, however, a risk that the
Company will not be able to retain or recruit qualified personnel
in the future. If the Company is unable to retain members of
management and other key personnel, or recruit new members
of management or other key personnel to replace people who
leave the Company, this may have a material adverse effect on
the Company’s business, financial condition and results of oper-
ations.

The Company depends on external operators’ reputation,
brand, ability to run their businesses successfully and
financial condition

As of the date of the Offering Circular, the Company owns 102
hotel properties located in northern Europe and two hotel prop-
erties located in Canada. 89 of those hotel properties are leased
to external operators. The majority of the Company’s lease
agreements with external operators are revenue-based, meaning
that the level of rent is linked to the level of revenue generated by
the hotel business. If the operators’ ability to attract hotel guests,
or operate their hotels, deteriorates, whether due to external fac-
tors (such as changes in regulation or competition), or internal
factors (such as a lowered focus on increasing or maintaining
revenues or poor hotel management), the operators’ revenue
could be reduced, which could have a material adverse effect on
the Company’s business, financial condition and results of oper-
ations. Although most revenue-based lease agreements contain
provisions prescribing a minimum guaranteed rent, the Com-
pany could be materially and adversely affected if the levels of
the guaranteed rent are not sustainable over time or in the event
of the operators’ default.
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The Company depends on its counterparties fulfilling their
obligations towards the Company, including its operators’ ability
to pay their rents fully and on time, and its operators’ responsi-
bility for maintenance of the property. If the Company’s counter-
parties are unable to fulfil their obligations, it could have a mate-
rial adverse effect on the Company’s business, financial condi-
tion and results of operations.

In addition, the risk of revenue fluctuations increases if a
company has only large tenants, as negative effects on the opera-
tors’ reputation, brand or ability to run their businesses could
have a proportionally greater effect on the Company than if the
Company had several smaller operators. As of 31 March 2015,
the Company’s largest tenant, Scandic, constituted 49 per cent of
the Company’s total number of rooms, while the second largest,
Nordic Choice, constituted 12 per cent.

The Company seeks to maintain positive long-term relation-
ships with its operators. If the Company’s larger operators do
not renew or prolong their contracts when they expire, there is a
risk that the Company will not be able to find new operators for
properties that are vacated or will not be able to successfully
operate the properties on its own, all of which could lead to
decreasing gross profits, occupancy rates and RevPAR in the
long term. Furthermore, if the operators obtain a dominant
negotiating position, the Company faces the risk that the opera-
tors could set new terms that are more favourable to themselves
when lease agreements are renegotiated. This risk could also
increase if new competitors enter the market and agree to terms
and conditions that deviate from market standard (see also
“—The hotel industry is characterised by intense competition
and the Company may be unable to compete effectively in the
future”).

Additionally, expenditures related to each property, such as
service charges and renovation and maintenance costs, are gen-
erally not reduced in proportion to any decline in rental income
from that property. In addition, maintenance costs fluctuate
depending upon the age and condition of the property. See also
“—The Company’s costs of maintaining and improving its exist-
ing properties could be higher than estimated.” Any decline in
rental income from a property, without a corresponding decline
in the related costs or the ability of the Company to pass on or
recoup such costs, could have a material adverse effect on the
Company’s business, financial condition and results of opera-
tions.

The Company is exposed to environmental risks
Property investments entail the risk of contaminated properties.
According to the Swedish Environmental Code for example, the
party that operates a business that has contributed to contami-
nation is responsible for remediation. If no business operator is
able to perform or pay for remediation of a contaminated prop-
erty, the responsible party is the party that acquired the property
after 1998, if such party, at the time of the acquisition, was aware
of or should have discovered the contamination. The Company
has, historically, owned or acquired properties that have been
contaminated by asbestos and has had to remove or encapsulate
asbestos-bearing materials in such hotels.

Within the EU, the common framework directive regarding
environmental liability (2004/35/EC) addresses the liability of
the operator under certain circumstances, and not specifically
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the liability of a property owner or property purchaser. In addi-
tion, individual EU member states may have introduced envi-
ronmental liability legislation which could impose liability on
the property owner or the purchaser of the property or an occu-
pier regardless of whether they had caused the contamination or
hade knowledge of it. This means that, under certain conditions,
claims could be made against Pandox for soil or groundwater
remediation or reclamation relating to the presence of suspicion
or possible presence of contamination in soil, catchment areas or
groundwater. Such claims could have a material adverse effect
on the Company’s business, financial condition and results of
operations.

The Company’s Swedish and Danish operators are covered by
the Swedish and Danish rules on security of tenure

The Company’s operators in Sweden and Denmark are covered
by rules on security of tenure which means, as a general rule, that
the operator of the hotel has a right to receive compensation in
the event that the property owner terminates the tenancy or
refuses to accept prolongation of the tenancy on market terms
and conditions. Such security of tenure could make it costly for
the Company to give notice to terminate a tenancy (such as in
order to change the operator of the hotel) which could, ulti-
mately, have a material adverse effect on the Company’s busi-
ness, financial condition and results of operations.

The Company is dependent on its reputation

Pandox’s reputation is an important asset for the Company, as
Pandox’s ability to attract and retain tenants depends, in part, on
its reputation. Such dependence makes the Company’s business
susceptible to risks in regards to Pandox’s reputational damage,
for example, if Pandox no longer were to be seen as a competent
and serious market participant. If Pandox’s reputation deterio-
rates, the Company may be unable to attract tenants to its hotel
properties, which could have a material adverse effect on the
Company’s business, financial condition and results of opera-
tions.

A majority of the Company’s hotel properties are located in
Sweden and a deterioration in the Swedish economy may
have a negative effect on the Company

As of 31 March 2015, the market value of the Company’s hotel
properties in Sweden accounted for 47 per cent of the total mar-
ket value of the Company’s hotel properties. Pandox’s earnings
depend on trends within the hotel market, which closely follow
general economic developments. Business travel and conference
activities normally increase during periods of high economic
activity and decrease during periods of low economic activity.
The most important factors that influence local hotel markets
are local economic conditions, the proportion of new hotel
capacity, how well developed a market is for certain brand
names and segments, and currency fluctuations. Due to the
Company’s large concentration of hotel properties in Sweden,
deteriorations in these factors in Sweden, or the occurrence of
extraordinary events in Sweden could have a material adverse
effect on the Company’s business, financial condition and results
of operations and a proportionally larger negative effect on the
Company’s business, financial condition and results of opera-
tions compared to such events in other geographical areas.
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Through its operating segment Operator activities, the
Company is exposed to certain risks that are common to the
hotel operations business

Through its ownership of hotel properties, the Company is

exposed to risks common to the hotel industry, see “ — The Com-

pany is subject to certain risks common to the hotel industry,
which are beyond the Company’s control”. Furthermore, the

Company, through its operating segment Operator activities,

functions as a hotel operator, and is therefore subject to certain

risks which are common to the hotel operations business,
including, but not limited to:

« increases in operating costs, including the costs for energy,
food, compensation, benefits, insurance, and unanticipated
costs resulting from force majeure events, that may not be
fully offset by price increases on rooms or other services in the
hotels;

« the cost and administrative burdens associated with comply-
ing with applicable laws and regulations;

« risksrelated to forecasting occupancy rates in the short and
medium term, including maintaining a flexible workforce and
the capability to handle collective bargaining activities that
could affect operations, increase labour costs or interfere with
the ability of management to focus on operating the hotel;

« deteriorations in the quality or reputation of any of the
Company’s five independent brands;

« failure to maintain developments in technology that are nec-
essary in a hotel operation, as well as failures in, material
damage to, or interruptions in information technology sys-
tems, software and websites; and

« costs and risks associated with protecting the integrity and
security of guests’ personal information.

If one or more of these factors were to occur, they could have a

material adverse effect on the Company’s business, financial

condition and results of operations.

The Company is exposed to currency exchange rate
fluctuations

The Company has operations in a number of countries with dif-
ferent currencies and is therefore exposed to the risk that cur-
rency exchange rate fluctuations could have a negative impact on
Pandox’s income statement, balance sheet and/or cash flows.
The Company’s accounting currency is SEK. The most important
currencies (other than SEK) are EUR, NOK and DKK.

Currency exposure occurs whenever one of the Company’s
operating subsidiaries is party to a transaction in which it uses a
different currency than its functional currency. The largest expo-
sures are EUR/SEK and NOK/SEK. In addition, currency trans-
lation exposure occurs when results of operations and financial
positions in foreign subsidiaries and affiliates are translated
from the relevant functional currency into SEK at the applicable
exchange rates for inclusion in the Company’s consolidated
financial statements (which are stated in SEK). In addition,
when valuations of the Company’s properties in local currencies
are updated, any changes can entail additional effects when the
updated valuations are translated to SEK. The exchange rates
between local currencies and the SEK may fluctuate signifi-
cantly. Any significant fluctuations may materially and adversely
affect the Company’s business, financial condition and results of
operations.
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Currency fluctuations may also have a negative impact on
general travel if, for example, the local currency of a popular
travel destination appreciates significantly, see also “~The Com-
pany is subject to certain risks common to the hotel industry,
which are beyond the Company’s control”. If any of these situa-
tions were to occur, it could have a material adverse effect on
the Company’s business, financial condition and results of
operations.

The Company’s insurance coverage could be insufficient for
potential liabilities or other losses
The Company currently maintains insurance coverage of the
types and amounts that the Company believes to be customary in
its industry, including a global property and business interrup-
tion policy, a global liability insurance policy, a crime insurance
policy, a directors and officers liability insurance policy, a corpo-
rate travel insurance policy and a terrorism insurance policy.

Despite this, the Company’s insurance policies could be inad-
equate to compensate for losses associated with damage to the
Company’ properties. In particular, certain types of risk (such as
war, terrorist acts, certain natural disasters or extreme weather,
such as flooding) could be, or could become in the future, unin-
surable or not economically insurable. The Company could incur
significant losses or damage to its assets or its business for which
it may not be compensated fully, or at all. There is a risk that the
insurance may not cover the loss of rental income in the event
that property damage causes the operators to terminate or not
renew their lease agreements. Should an uninsured loss, or a loss
in excess of insured coverage limits occur, the Company could
also lose the capital invested in the affected property, as well as
future revenue from the property. In addition, the Company
could be liable for repairing damage caused by uninsured risks.
The Company could also be held liable for any debts or other
financial obligations related to damaged buildings.

Any uninsured losses, or losses in excess of insured coverage
limits, could have a material adverse effect on the Company’s
business, financial condition and results of operations.

RISKS RELATED TO FINANCING

The Company is affected by interest rate fluctuations

In addition to the Company’s own equity, the Company’s busi-
ness is financed by loans from credit institutions. Interest rate
risk refers to the risk that changes to market interest rates can
cause financial income and expenses, as well as the value of
financial instruments, to fluctuate.

Interest expenses are, and have historically been, the Com-
pany’s largest expense item. Interest expenses are affected by the
level of market interest rates and by the margins of the relevant
credit institutions, as well as by the Company’s strategy in
regards to interest rates. Currently, the majority of the Compa-
ny’s credit facilities are maintained at floating interest rates. To
reduce its exposure to interest rate fluctuations, the Company
has entered into interest rate swaps in order to obtain fixed
interest periods. As of 31 March 2015, the interest-rate swaps
amounted to SEK 9,704.9 million, of which SEK 8,475.4 million
matures in between one and eight years.

There is a risk that the Company’s interest expenses could
increase if market interest rates increase, or that the Company
could fix interest rates at a level that is higher than the market
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interest rate. If the Company misjudges interest rate fluctuations
in its interest swap strategy this could have a material adverse
effect on the Company’s business, financial condition and results
of operations.

The Company is exposed to the risk of being unable to
refinance its facility agreements when they fall due
Refinancing risk refers to the risk that financing cannot be
obtained or renewed at the end of its maturity, or can only be
obtained or renewed at substantially higher costs. Property com-
panies often have significant levels of indebtedness. The Com-
pany finances its business primarily through borrowing and its
own cash flows. The Company’s interest-bearing debt amounted
to SEK 12,821.9 million as of 31 March 2015, of which SEK
1,222.3 million, corresponding to 10 per cent, falls due within
one year and SEK 11,599.6 million, corresponding to 90 per
cent, falls due within one to six years.

There is a risk that additional capital cannot be obtained, or
could only be obtained on terms that are disadvantageous to
Pandox. Even though the Group currently has access to long-
term financing, Pandox may, in the future, breach its financial
covenants and other obligations in credit and loan agreements
due to the general economic climate and disturbances in the cap-
ital and credit markets. Although Pandox’s financial condition is
currently considered stable, there is a risk that Pandox may
require additional financing in the future. Should the Company
fail to obtain necessary capital in the future, it could have a nega-
tive impact on the Company’s business, financial condition and
results of operations. If the Company is unable to refinance its
facility agreements, or can only refinance its facility agreements
at substantially higher costs, this could have a material adverse
effect on the Company’s business, financial condition and results
of operations.

The Company is dependent on available liquidity in order to
pay its operative costs and interest costs

The Company is dependent on available liquidity in order to ful-
fil its payment obligations with respect to paying operating and
maintenance costs, making investments and paying interest and
amortisation costs related to its financing. The Group maintains
a central bank account through which liquid assets are held in an
interest-bearing transaction account. The Group also invests in
fixed term bank deposits from time to time. As of 31 March
2015, the Group maintained credit facilities in the amount of
SEK 6,439.4 million. As of 31 March 2015, SEK 4,860.9 million
was drawn under the facilities. If the Company does not have
sufficient liquidity to fulfil its obligations, it could have a mate-
rial adverse effect on the Company’s business, financial condi-
tion and results of operations.

RISKS RELATED TO PANDOX’'S HOTEL OPERATIONS

The Company is subject to certain risks common to the hotel

industry, which are beyond the Company’s control

The Company only invests in one type of asset: hotel properties.

The Company is therefore subject to certain risks common to the

hotel industry, which include, but are not limited to:

« changes in national, regional or local political, economic or
market conditions in the areas in which the Company
operates;
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« outbreaks of disease and health problems, threats of terrorism
or actual terrorist events, extreme weather conditions, natural
disasters or other factors that may affect travel patterns and
the number of travellers;

« changes in the desirability of travel locations and changes in
customers’ travel patterns or in local or regional demand;

« changes in feeder markets, which affect demand for rooms in
markets where the Company owns or operates hotels, which in
turn could limit the number of tourists or business travellers
from certain countries;

« changes in currency exchange rates that affect the desirability
of travel destinations, for example, if the currency of a popular
tourist destination appreciates significantly;

« changes in corporate or government travel-related budgets
and spending (including increases in telephone or video con-
ferences instead of physical meetings), as well as the occur-
rence of fairs, exhibitions, congresses and other industry con-
ventions;

- statements, actions, or interventions by governmental officials
related to travel and corporate travel-related activities, and
any resulting negative public perception of such travel and
activities;

« impediments to means of transportation (including strikes);

« the general financial and business conditions of the airline,
railway, automotive and other transportation-related indus-
tries and their impact on travel, including decreased airline
capacity and routes; and

« changes in the guest segment mix.

Since the Company operates exclusively in the hotel market, any

one or more of these factors could materially and adversely affect

the Company’s business, financial condition and results of oper-
ations.

The hotel industry is characterised by intense competition
and the Company may be unable to compete effectively in
the future

The Company operates in an industry that is exposed to intense
competition. Supply and demand of rooms vary over time and
across markets and there is a risk that demand for rooms grows
at a slower pace than supply. When demand is greater than sup-
ply, new competitors may disrupt the competition by entering
the hotel market with business models or levels of capacity that
are not sustainable in periods when demand is lower. The effects
of new competitors or capacity could lead to significant price
competition, particularly in smaller markets. Such competitors
could push down market rental rates or introduce new terms and
conditions for agreements.

Pandox’s competitiveness depends on the Company being
able to predict future changes and trends in the industry and
quickly adapt to current and future market needs. The Compa-
ny’s competitors may have greater resources than the Company
and be able to better withstand industry downturns, compete
more effectively, retain skilled personnel to a larger degree than
the Company or respond more quickly to changes in local mar-
kets.

The Company faces competition for individual guests, group
reservations and conference business in the hotels it operates.
The Company competes for these customers based primarily on
brand name recognition and reputation, as well as location,

Invitation to acquire B shares in Pandox Aktiebolag (publ)

room rates, property size and availability of rooms and confer-
ence space, quality of the accommodations, customer satisfac-
tion and amenities. The Company’s competitors may have
greater financial resources, marketing resources and more effi-
cient technology platforms, which could allow them to improve
their properties and expand and improve their marketing efforts
in ways that could affect the Company’s ability to compete for
guests effectively.

If the Company is unable to compete successfully, its reve-
nues or profits may decline. As has happened historically, the
expansion of local room capacity through the construction of
new hotels may further lead to a rapid negative influence on
occupancy rates and average prices, with a decrease in RevPAR
as a result. The manifestation of these risks could have a material
adverse effect on the Company’s business, financial condition
and results of operations.

New business models may enter the hotel industry

In the past few years, the hotel industry has witnessed the emer-
gence of new market entrants with business models that are dif-
ferent from the traditional business models of hotel owners and
operators. Such market entrants include AirBnB, Inc. and
HomeAway, Inc., both of which have introduced potentially dis-
ruptive competition to the hotel market by competing on differ-
ent ways than traditional hotel operators. Furthermore, there is
arisk that new business models, of which the Company is cur-
rently unaware, may be introduced to the hotel industry which
may impact the industry’s competitive situation.

If the Company is unable to compete successfully, its revenues
or profits may decline. New market entrants could introduce dis-
ruptive business models that could have a significant negative
effect on the Company’s ability to compete, which in turn could
have a material adverse effect on the Company’s business, financial
condition and results of operations.

The growth of OTAs could materially and adversely affect the
Company'’s business and profitability

Over the past decade, new distribution channels have emerged.
Consumer behaviour has changed particularly within the leisure
segment, where rooms are increasingly booked through online
travel agencies (“OTAs”), such as Expedia.com, Hotels.com and
Booking.com. OTAs have historically charged higher commis-
sions than other distribution channels. Growth in the number of
bookings through OTAs could reduce the Company’s margins
and could affect its tenants’ ability to pay rent, which could
materially and adversely affect the Company’s business, finan-
cial condition and results of operations. Furthermore, if the
number of bookings through OTAs increases in the future, the
Company or its operators may become dependent on distribu-
tion of their rooms through OTAs.

OTAs generally employ aggressive marketing strategies,
including significant resources for online and television adver-
tising campaigns to drive consumers to their websites. Consum-
ers may develop brand loyalties to the OTAs’ brands, websites
and reservations systems rather than to the Company’s and its
operators’ brands and systems. If brand loyalties shift or if oper-
ators are unable to effectively market their rooms through the
OTAs distribution channel, the Company and the Company’s
business and profitability may be impacted, as shifting customer
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loyalties or failed marketing divert bookings away from the
Company and its operators. Furthermore, the incentives of OTAs
may not always align with those of the Company. For example,
OTAs could promote the hotel services of Pandox’s or its opera-
tors’ competitors to the detriment of Pandox or its operators.

If one or more OTAs were to reduce or suspend their relation-
ship with Pandox, or Pandox’s operators, it could have a material
adverse effect on the Company’s business, financial condition
and results of operations.

The hotel industry is subject to seasonal variations, which
may contribute to fluctuations in the Company’s results of
operations and financial condition

The hotel industry is seasonal in nature. The periods during which
the Company’s properties experience higher revenues vary from
property to property, depending principally upon location and
the customer base served. Generally, as the majority of the cus-
tomers that stay at hotels owned or operated by the Company are
business travellers, the Company’s revenues have historically
been greater in the second and fourth quarters than in the first
and third quarters. The timing of holidays and major events can
also impact the Company’s revenues. The seasonal variations of
the Company’s industry may contribute to revenue fluctuations,
which could have a material adverse effect on the Company’s
business, financial condition and results of operations.

RISKS RELATED TO LEGAL AND TAX

The company is exposed to the risk for litigation,
investigations and other proceedings

Disputes, claims, investigations and proceedings might lead to
Pandox having to pay damages or cease certain practices. Group
companies might become involved in disputes within the frame-
work of their normal business activities and risk being subject to
claims in suits concerning acquisitions or sales of hotel proper-
ties, lease agreements or other agreements as well as work force
or trade union issues. In addition, Group companies, or Group
companies’ officers, directors, employees or affiliates, might
become subject to criminal investigations and proceedings. Such
disputes, claims, investigations and proceedings can be time
consuming, disrupt normal operations, involve large claim
amounts and result in considerable costs. Moreover, it can often
be difficult to predict the outcome of complex disputes, claims,
investigations and proceedings. As a result, disputes, claims,
investigations and proceedings could have a material adverse
effect on the Company’s business, financial condition and results
of operations.

The Company’s tax liabilities could change due to any
successful challenge of Pandox’s past or current tax positions
The Company operates through a number of subsidiaries in vari-
ous countries. The tax strategies utilised by the Group are based
on interpretations of the current tax laws, treaties and regula-
tions of the various countries involved and the requirements of
the relevant tax authorities. Furthermore, the Company regu-
larly obtains advice regarding these requirements from indepen-
dent tax professionals. While Pandox and its subsidiaries are
subject to tax reviews from time to time, only certain Group
companies have, to date, been subject to a full tax review. A
transfer pricing audit is currently being conducted in a Belgian
subsidiary which may result in transfer pricing adjustments.

RISKFACTORS

There is a risk that tax audits or reviews may result in similar
claims or denial of deductions due to Pandox’s history of several
acquisitions and sales of properties and shares, financings, intra
group reorganisations and cross border transactions, acquisi-
tions of subsidiaries with tax loss carry forwards, the fact that the
Company may be deemed to conduct diversified activities from a
VAT perspective and the complex corporate structure of the
Group. In the event that the Company’s interpretation of tax
laws, treaties and regulations or their applicability is incorrect, if
one or more governmental authorities successfully make nega-
tive tax adjustments with regard to an entity of the Group or if
the applicable laws, treaties, regulations or governmental inter-
pretations thereof or administrative practice in relation thereto
change, including with retroactive effect, the Group’s past or cur-
rent tax positions may be challenged. In the event tax authorities
were to succeed with such claims, this could result in an
increased tax cost, including tax surcharges and interest which
could have a material adverse effect on the Company’s business,
financial condition and results of operations.

Changes in tax laws could increase Pandox’s tax burden or
otherwise have a material adverse effect on the Company’s
business, financial condition and results of operations

In June 2014, the Swedish Committee on Corporate Taxation
delivered proposals to the Swedish Government on the introduc-
tion of a new system for corporate taxation in Sweden. The com-
mittee’s main proposal consisted of two parts. First, it was pro-
posed that deductions for a corporate group’s net financial costs,
such as interest expenses and other financial costs, should be
discontinued. Second, it was proposed that a standard deduction
should be introduced at a rate of 25 per cent of the company’s
entire taxable profit. The committee also delivered an alternative
proposal under which the corporate tax rate should be reduced
and deductions for a corporate group’s net financial costs limited
to 20 per cent of EBIT. The proposals have been subject to criti-
cism and are now being considered by the Swedish Government.
It was announced in the Spring Fiscal Policy Bill 2015 that the
committee’s proposals are subject to further processing by the
Swedish Government and that any rules based on the proposals
will enter into force at the earliest on 1 January 2017. The Swed-
ish Government has also communicated that the proposals
should undergo a thorough analysis before any implementation.
Any bill presented by the Swedish Government to the Swedish
Parliament may either be based on the committee’s proposals or
be entirely different. In Norway a government committee has
suggested certain further restrictions in the deductibility of
interest, including interest on external loans. Moreover, in Can-
ada changes to the existing thin-capitalisation rules have been
introduced, to add additional anti-avoidance rules for indirect
loans through unrelated intermediary lenders. The modification
to the Canadian thin-capitalisation rules will be applied from
taxation year 2015 onwards. The interest expenses in the Com-
pany are significant and if any of the Swedish or Norwegian com-
mittees’ proposals, or any other restriction on the deductibility
of interest is introduced, in Sweden, Norway or in other jurisdic-
tions where the Company operates, or the modified thin-capital-
isation rules in Canada would be applicable to any of the Cana-
dian subsidiaries, the Company’s tax burden could increase and
this could have a material adverse effect on the Company’s busi-
ness, financial condition and results of operations.
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Since the laws, treaties and other regulations on taxation, as
well as other fiscal charges, including hotel taxes, have histori-
cally been subject to frequent changes, further changes are
expected in the future in the jurisdictions where the Company
operates, possibly with a retroactive effect. Any such changes
could have a significant impact on the Company’s tax burden, as
well as a material adverse effect on the Company’s business,
financial condition and results of operations.

Tax losses could be restricted or cancelled, either as a result of
future changes in Swedish tax law or, under the current rules,
as a result of a change of control

As part of the Swedish Committee on Corporate Taxation’s pro-
posal, the committee proposed that any tax losses carried for-
ward in a company as of 31 December 2015 should be reduced
by 50 per cent as a one-off occurrence. The proposed reduction
was heavily criticised during the submissions process. The
Swedish Government has communicated that the proposal
should be further reviewed. As of the date of the Offering Circu-
lar, it is unknown whether any reduction of existing tax losses
carried forward will be proposed by the Swedish Government
and when such a reduction would be introduced.

Pandox had tax loss carry forwards amounting to SEK 2,848
million in the Group’s Swedish operations as of 31 December
2014, which are fully activated in the Group’s balance sheet. Tax
losses may be restricted or cancelled either as a result of future
changes in Swedish tax law or, under the current rules, as a
result of a change of control through which one or several share-
holders together hold shares, acquired during a specific time
frame, representing more than 50 per cent of the votes calcu-
lated in a certain manner. Such a change of control would cancel
historical tax loss carry forwards, to the extent they exceed 200
per cent of the acquisition cost for the decisive influence (under a
special calculation where contributions and other transfers of
value may reduce the purchase price in a certain manner). The
cancellation or restriction on the use of the Group’s tax loss carry
forwards may have a significant impact on the Group’s tax bur-
den, including a potential imposition of tax surcharges, and
could have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company’s tax burden could increase due to any
incorrect classification of property investments

The Group makes significant investments in its properties.
Pandox’s classification of property investments for purposes of
immediate deductions and depreciations is based on interpreta-
tions of current tax laws, the regulations of the various countries
involved and the requirements of the relevant tax authorities.
The Company has methods in place for these classifications and
regularly obtains advice on such classifications from indepen-
dent tax professionals. In the event that Pandox’s interpretation
of these laws and regulations or their applicability is incorrect, or
if the applicable laws and regulations or governmental interpre-
tations thereof or administrative practice in relation thereto
change, the Group’s past or current immediate deductions and
depreciations may be challenged. In the event tax authorities
were to succeed with such claims, this could result in an
increased tax burden, including tax surcharges and interest, and
have a material adverse effect on the Company’s business, finan-
cial condition and results of operations.
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A successful challenge of Pandox’s handling of historic
negative adjusted acquisition costs on partnership interests
may increase the Company’s tax burden

Due to a change in Swedish tax laws that entered into force on 1
January 2010, partners in partnerships that on 1 January 2010
had a negative adjusted acquisition cost on the partnership
interest for tax purposes were taxed on an amount equal to the
negative adjusted acquisition cost. Following internal transac-
tions, negative adjusted acquisition costs in an amount of SEK
106 million were eliminated before this date. The transactions
were declared in the relevant companies’ tax returns for the
assessment year 2010. The Swedish Tax Agency may conduct an
assessment for arrears (Sw. eftertaxeringsbeslut) and impose
tax surcharges until the end of 2015 if, for example, the disclo-
sure made in the tax return for the assessment year 2010 is
deemed to be incorrect or misleading. In the event the Swedish
Tax Agency were to successfully challenge the Group’s transac-
tions involving partnerships with historic negative adjusted
acquisition costs and claim taxation, including tax surcharges
and interest, the Group’s tax burden would increase, which
could have a material adverse effect on the Company’s business,
financial condition and results of operations.

RISKS RELATING TO THE OFFERING

An active, liquid and orderly trading market for Pandox’s

B shares may not develop, the price of its B shares may be
volatile, and potential investors could lose a portion or all

of their investment

Prior to the Offering, there is no public market for Pandox’s B
shares. There is a risk that an active and liquid market will not
develop or, if developed, will not be sustained after completion
of the Offering. The Offering price will be determined through a
book-building procedure and will consequently be based on
demand and the overall market conditions. The Offering price
will be set by the Ultimate Owners in consultation with the Joint
Bookrunners. This price will not necessarily reflect the price at
which investors in the market will be willing to buy and sell the B
shares following the Offering. Investors may therefore not be
able to resell B shares at or above the Offering price.

Sales of shares by existing shareholders could cause the

B share price to decline and could trigger change of control
provisions

The market price of Pandox’s B shares could decline if there are
substantial sales of the Company’s B shares, particularly sales by
the Company’s directors, executive management, and significant
shareholders, or otherwise when a large number of B shares

are sold.

Any sales of substantial amounts of Pandox’s B shares in the
public market by SU-ES, or the perception that such sales might
occur, could cause the market price of Pandox’s shares to decline.
Furthermore, sales of shares by SU-ES could trigger change of
control provisions in the Company’s financing agreements. If
such provisions are triggered, Pandox could be required to
prepay outstanding loans under the credit agreements and,
in addition, pay break costs which could have a material adverse
effect on the Company’s business, financial condition and results
of operations. See also “— Risks related to the industry and
Pandox — The Company is exposed to the risk of being unable
to refinance its facility agreements when they fall due.”
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SU-ES and Anders Nissen have each agreed, subject to cer-
tain exceptions, for a certain period of time (180 days for SU-ES
and 360 days for Anders Nissen after trading has commenced on
Nasdaq Stockholm), not to sell shares in the Company or enter
into transactions with a similar effect without the prior written
consent of the Joint Bookrunners. After the expiry of the rele-
vant lock-up period SU-ES and Anders Nissen will be free to sell
B shares in Pandox. Subsequent sales of large numbers of Pan-
dox’s B shares by SU-ES, Anders Nissen or by Pandox’s other
shareholders may have a material adverse effect on the market
price for Pandox’s B shares.

The Ultimate Owners, through SU-ES, will retain substantial
control over Pandox after the Offering and this may limit new
shareholders’ ability to influence corporate matters

The Company’s share capital consists of, and, following the
Offering, will continue to consist of, A and B shares, each having
differential voting rights. Each A share has three votes, whereas
each B share has one vote. A shares are not included in the Offer-
ing, and there is currently no intention to float the A shares on a
regulated or unregulated market in or outside of Sweden. The A
shares will be held indirectly by the Ultimate Owners through
SU-ES. After completion of the Offering, SU-ES will continue to
own all A shares and 22,826,086 B shares, representing approxi-
mately 82.61 per cent of the votes in the Company, assuming
that the Over-allotment option is not exercised. Assuming that
the Over-allotment option is exercised in full, SU-ES will own all
A shares and 15,000,000 B shares, representing approximately
80 per cent of the votes in the Company after the Offering.

The Ultimate Owners will retain substantial control over the
outcome of matters submitted to Pandox’s shareholders for
approval, including the election of directors, any merger, consol-
idation or sale of all or substantially all of Pandox’s assets. In
addition, the Ultimate Owners will have significant influence
over the Company’s executive management and Pandox’s
operations.

The concentrated control maintained by the Ultimate Own-
ers could limit other shareholders’ ability to influence corporate
matters. The interests of the Ultimate Owners may differ signifi-
cantly from or compete with Pandox’s interests or those of the
other shareholders, and the Ultimate Owners could exercise
influence over Pandox in a manner that is not in the best interest
of the other shareholders. For example, there could be a conflict
between the interests of the Ultimate Owners on the one hand,
and the interests of the Company or its other shareholders on the
other hand with respect to distribution of dividends. Such con-
flicts could have a material adverse effect on the Company’s busi-
ness, financial condition and results of operations.

Pandox’s ability to pay dividends is dependent upon its future
earnings, financial condition, cash flows, net working capital
requirements, capital expenditures and other factors

The amount of any future dividends that Pandox will pay, if any,
will depend upon a number of factors, such as future earnings,
financial condition, cash flow, net working capital requirements,
capital expenditures and other factors. There is a risk that Pan-
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dox’s shareholders may not resolve to pay dividends in the future
or that the Company may not have sufficient distributable funds
available.

Differences in currency exchange rates may materially and
adversely affect the value of shareholdings or dividends paid
The shares will be quoted in SEK only, and any dividends will be
paid in SEK. As a result, shareholders outside Sweden may expe-
rience material adverse effects regarding the value of their share-
holding and their dividends, when converted into other curren-
cies, if SEK depreciates against the relevant currency.

Shareholders in other countries outside Sweden may not be
able to participate in any potential future cash offers

If Pandox issues new shares in a cash issue, shareholders shall,
as a general rule, have preferential rights to subscribe for new
shares proportional to the number of shares held prior to the
issue. Shareholders in certain other countries may, however, be
subject to limitations that prevent them from participating in
such rights offerings, or that make participation difficult or lim-
ited. For example, shareholders in other countries may be
unable to exercise any rights to subscribe for new shares unless
the rights and new shares being offered have not been registered
with, or approved by, the relevant authorities in such jurisdic-
tion. Pandox is under no obligation to seek approvals under the
laws of any other jurisdiction outside Sweden in respect of any
subscription rights and shares, and doing so in the future may be
impractical and costly. To the extent that Pandox’s shareholders
in jurisdictions outside Sweden are not able to exercise their
rights to subscribe for new shares in any future rights issues,
their proportional interests in Pandox could be reduced.

The Cornerstone Investors may not fulfil their undertakings
Swedbank Robur Fonder, on behalf of its funds, and AMF

(the “Cornerstone Investors”) have agreed to acquire 10,500,000
B shares each in the Offering, on the same terms and conditions
as for other investors, corresponding to seven per cent each of the
total number of shares in the Company and 3.5 per cent each of
the total number of votes in the Company. The Cornerstone
Investors’ undertakings are, however, not secured through a
bank guarantee, blocked funds, pledge of collateral or similar
arrangement. Hence, there is a risk that the Cornerstone Inves-
tors will not be able to fulfil their undertakings. Furthermore, the
Cornerstone Investors’ undertakings are associated with certain
conditions relating to, among other things, that a certain disper-
sion of the Company’s shares is achieved in connection with the
Offering and that the Offering is completed within a certain time
frame. In the event that any of these conditions are not fulfilled,
there is a risk that the Cornerstone Investors do not fulfil their
undertakings, which could have a material and adverse effect on
the completion of the Offering.
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Invitation to acquire B shares in Pandox

The Company and the Ultimate Owners, through SU-ES, have decided to diversify the ownership base of the Company’s B shares. As a
result, the board of directors of Pandox has applied for listing of the Company’s B shares on Nasdaq Stockholm. Investors are hereby
invited, in accordance with the terms and conditions set out in the Offering Circular, to aquire 52,173,914 B shares from SU-ES,
corresponding to approximately 34.78 per cent of the total number of shares in the Company and 17.39 per cent of the total number of
votes in the Company.

To cover possible over-allotment in connection with the Offering, SU-ES intends to undertake, at the request of the Stabilising
Manager on behalf of the Managers, to sell additional B shares representing not more than 15 per cent of the number of B shares
included in the Offering (the “Over-allotment option”), equal to not more than 7,826,086 B shares, representing approximately 5.22
per cent of the total number of shares in the Company and 2.61 per cent of the total number of votes in the Company.

Assuming that the Over-allotment option is exercised in full, the total number of shares comprised by the Offering represents
60,000,000 B shares, corresponding to 40 per cent of the total number of shares in the Company and 20 per cent of the total number of
votes in the Company.

The Offering price will be determined through a book-building procedure and will consequently be based on demand and overall
market conditions. The Offering price will be established by SU-ES in consultation with the Joint Bookrunners, within a range of SEK
100—-110 per B share. The Offering price is expected to be published on or around 18 June 2015.

The total value of the Offering amounts to approximately SEK 5,217 — 5,739 million based on the price range and SEK
6,000-6,600 million assuming the Over-allotment option is exercised in full.

Stockholm, 5 June 2015

SU-ES AB
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Background and reasons

Pandox is a leading owner of hotel properties located in Northern Europe with focus on sizeable hotels in key leisure and corporate
destinations. Pandox’s hotel property portfolio comprises 104 hotels in the upper medium- and upscale segment with a total of 21,969
hotel rooms across eight countries.

Pandox’s origins lie in the Swedish finance and property crisis in the early 1990s and the Company was originally a part of the state
company Securum. Securum was founded with the task of structuring an asset portfolio that Swedish banks had been forced to take
over in connection with the crisis, and to prepare the assets for divestment. Pandox was created in 1995 through a merger of the hotel
properties of Securum and Skanska. Pandox’s original portfolio comprised 18 hotel properties and three small hotel operations. All of
the hotels were located in Sweden, and were a mix of small and large hotel properties in various conditions. After the Company’s estab-
lishment, Pandox’s business model and portfolio management strategy were implemented on an asset-by-asset basis, followed by the
divestment of non-strategic properties, restructuring of rental agreements, investments and an expansion of Pandox’s geographical
footprint. In 1997, Pandox was listed on the Stockholm Stock Exchange.

From 1997 to 2014, Pandox’s strategy and business model have delivered an annualised total return on equity of approximately 18
per cent?. Cash earnings grew from SEK 53 million in 1997 to SEK 873 million in 2014. Pandox’s financial development has been sta-
ble with a relatively limited effect from the turbulent year 2001 and the financial crisis in 2008—2009.

Following extensive refurbishment programmes after the acquisitions of Norgani Hotels and Hilton Towers in 2010, Pandox has a
well-invested portfolio of sizeable hotel properties in strategic locations and is well-positioned to benefit from underlying market
growth and organic growth from refurbishments and repositionings of hotels in the hotel property portfolio.

In 2004, Pandox was acquired by the Norwegian companies Eiendomsspar AS, CGS Holding AS and Helene Sundt AS through a
public tender offer and was delisted. Under their ownership, and with the support from Pandox’s employees, the market value of Pan-
dox’s property portfolio has increased from approximately SEK 6 billion to SEK 27 billion as of 31 March 2015.

In view of the Company’s growth since 2004, the Ultimate Owners wish to reduce Pandox’s share of their respective property and
investment portfolios. The Ultimate Owners and the board of directors are of the opinion that the time is appropriate to reduce the
Ultimate Owners’ ownership and make Pandox a listed company again.

The Offering and the listing will expand Pandox’s shareholder base and enable Pandox to access the Swedish and international cap-
ital markets, which will support the Company’s continued growth and development. The board of directors and executive manage-
ment of Pandox, supported by the Ultimate Owners, consider the Offering and listing of the Company’s B shares to be a logical and
important step in Pandox’s development, as it will also increase the awareness of Pandox and its operations among current and poten-
tial customers and suppliers. For these reasons, the board of directors has applied for the listing of the Company’s B shares on Nasdaq
Stockholm.

For other considerations, reference should be made to the full particulars of this Offering Circular,
which has been prepared by the board of directors of Pandox in connection with the application for listing of
the Company’s B shares on Nasdagq Stockholm and the Offering made in connection with the listing.

The board of directors of Pandox is responsible for the contents of this Offering Circular.
Readers are hereby assured that, as far as the board of directors is aware, all reasonable precautionary
measures have been taken to ensure that the information contained in this Offering Circular
corresponds to the facts and that nothing has been omitted that would affect its import.

Stockholm, 5 June 2015
Pandox Aktiebolag (publ)
The board of directors

D The calculation from 1997 to 2004 is based on total shareholder return of the shares listed on Stockholm Stock Exchange, from 2004 to 2014 the calculation is based on equity inter-
nal rate of return for the Ultimate Owners based on contribution and dividends and net worth growth as of the end of 2014 based on EPRA NAV. For more information regarding
EPRANAV, see section “Selected financial information — Certain definitions and key figures”. During the period certain factors, such as market conditions and the Company’s debt/
equity ratio, have fluctuated. Due to these fluctuations, the calculated historical return cannot be seen as an indication of expected future return.
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Market overview

Certain information set forth in this section has been derived from external sources, as well as
publicly available reports from, inter alia, real estate advisory and research firms. Industry sur-
veys and publications generally state that the information contained therein has been obtained
Jfrom sources believed to be reliable, but the accuracy and completeness of such information is
not guaranteed. The Company believes that these industry publications, surveys and forecasts
are reliable but has not independently verified them and cannot guarantee their accuracy or
completeness. The projections and forward-looking statements in this section are not guarantees
of future performance and actual events and circumstances could differ materially from current
expectations. Numerous factors could cause or contribute to such differences. See “Important
information to investors — Business and market data”, “Important information to investors —

Forward-looking statements” and “Risk factors”.

INTRODUCTION

Pandox is a leading owner of hotel properties in northern Europe.
The Group’s activities are influenced by numerous economic,
demographic and regional factors as well as factors related to the
market. Hotel market performance tends to be positively corre-
lated with general changes in the level of local economic activity,
which is itself influenced by global, national and regional trends,
circumstances or events. Such shifts translate into changing
international and domestic travel patterns, based on businesses’
and the general public’s fluctuating propensity to spend on hotel
accommodation, conferences and events. Within the hotel indus-
try, structural transitions in regards to ownership, operations
and branding have also affected the competitive landscape and
the degree of consolidation. Together the aforementioned ele-
ments have affected the Group’s business in the past, and are
expected to continue to do so in the future.

MACROECONOMIC DRIVERS

The real estate and hotel markets are influenced by the general level
of economic activity as measured by gross domestic product (GDP),
employment, disposable income, inflation, interest rates, and popu-
lation growth.

GDP

GDP is a broad measure of the level of economic activity in a spe-
cific geography, typically a country. As a measure of consump-
tion, investment and spending over a specified time period, posi-
tive GDP-growth indicates economic expansion. Globally, and in
Pandox’s key markets of Sweden, Norway, Finland and Denmark,
GDP growth has historically moved in a stable and positive direc-
tion, save for the global financial crisis in 2008-2009. Since 2010,
GDP has reverted back to normal long-term average growth lev-
elsin all of Pandox’s markets with the exception of Denmark and
Finland, and projections, as indicated by the European Commis-
sion, support increasing levels of economic activity in 2015 and
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2016. In general, GDP per capita is higher in metro regions than
in the European Union as a whole. The graph and table below dis-
play country forecasts for GDP through 2016, as well as GDP per
capita data for Pandox’s metro regions in 2014.
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Source: IMF — World Economic Outlook Database, 7 October 2014, European Commission
(Directorate General for Economic and Financial Affairs (DG ECFIN)). The graph is
extended to 2005. Gross domestic product in nominal figures.

Metro region GDP/Capita (USD thousands)
Stockholm 56
Copenhagen 420
Oslo 53
Helsinki 48
Berlin 36
Brussels 46
Basel 44
Gothenburg 40
Malmoe 420
Montreal 39
European Union 38

D The figure covers both Copenhagen and Malmoe, i.e. no division is made between
these metro regions.

Source: Brookings — 2014 Global Metro Monitor Map and CIA — The World Factbook

2014. The European Union figure is an estimate for 2014 by CIA Factbook.
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In addition to the historically stable and positive GDP growth in
Pandox’s key markets, these markets are characterised by economic
stability. Pandox’s countries in the Nordic region all have credit rat-
ings of AAA by S&P, except for Finland which has an AA+ rating,
and levels of national debt as a percentage of GDP are below 50 per
cent, again with the exception of Finland which has a level of 59 per
cent. All countries outside the Nordic region where Pandox oper-
ates have credit ratings of AA or higher. The bar chart to the right
displays sovereign debt in per cent of GDP and credit ratings for
those countries where Pandox mainly operates:

Employment

Level of employment measures the number of individuals with
paid work in a specific geography, typically a country. Rising lev-
els of employment are associated with rising levels of economic
activity and/or population growth, and directly affect business
and consumer spending. Therefore, the real estate and hotel
industry tends to benefit from increasing employment and the
resulting increases in disposable income. On average, employ-
ment levels in the Nordic region and in EU as a whole have
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Source: Bloomberg database, as of 2 March 2015.

increased over the past ten years. Sweden and Norway, which
already had high base levels of employment, have seen particu-
larly high levels of employment growth, with a 7 per cent and 15
per cent total rise respectively. This growth compares to a total
increase of two per cent in the European Union overall, accord-
ing to the European Commission.

The table below illustrates the historical and projected devel-
opment during the time period 2005-2016E.D

CAGR
Indexed 2005 2006 2007 2008 2009 2010 2011 2012 2013  2014E  2015E  2016E 05-16E
Sweden 100 102 104 105 102 103 106 106 107 109 110 112 1.0%
Norway 100 103 108 111 111 110 112 114 115 117 118 119 1.6%
Finland 100 102 104 106 104 103 104 105 104 103 104 104 0.4%
Denmark 100 102 104 106 103 100 100 100 100 101 101 102 0.2%
EU 28 100 102 104 105 103 102 102 102 102 102 103 104 0.4%

Source: European Commission (Directorate General for Economic and Financial Affairs (DG ECFIN)). The table is indexed to 2005. Employment in nominal figures.

Inflation

Inflation, commonly quantified through the consumer price
index (CPI), measures the sustained increase in the general price
level of goods and services in an economy over a period of time.
Most economies developed to maintain a 2—3 per cent inflation
target, meaning a positive 2—3 percentage change in the general
price index from one year to the next?). A positive, yet stable and
predictable, rise in a nation’s price level is important to encour-
age investment in non-monetary capital projects, non-monetary

capital expenditure, and general consumer spending. A defla-
tionary or negative inflation-environment, contrarily, discour-
ages businesses and individuals to spend, which hampers eco-
nomic activity. Since 2010, annual inflation for countries in the
Nordic region has been 0.0 per cent—3.3 per cent3). The Inter-
national Monetary Fund expects inflation in the region to
amount to 1.7 per cent—2.0 per cent in 2016E. The table below
illustrates the historical and projected consumer price index for
the period 2005-2016E.

Average
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  2015E  2016E 05-16E
Sweden 0.5 1.4 22 34 -0.5 1.2 3.0 0.9 0.0 0.1 14 1.9 13
Norway 1.5 23 0.7 38 22 2.4 13 0.7 21 2.0 2.0 2.0 1.9
Finland 0.8 13 1.6 39 16 1.7 33 32 22 12 15 17 2.0
Denmark 1.8 1.9 1.7 34 13 23 2.8 2.4 0.8 0.6 1.6 1.8 19
Europe 39 35 35 5.6 27 2.8 4.2 32 2.4 2.0 2.4 2.4 32

Source: IMF - World Economic Outlook Database, 7 October 2014. IMF’s classification of Europe (incl. 41 countries). Average consumer prices annual per cent change.

Interest rates

An interest rate is a percentage of principal paid during the total
term of a loan or credit, typically expressed on an annual basis.
The interest rate is a vital tool of monetary policy to influence a
country’s economic activity, as it is used to stimulate its level of
investment and consumption. In low interest rate environments,
large amounts of capital are channelled into the real estate mar-

kets, driving prices up. Interest rates are typically separated into
two types: (i) the policy rate, which is set by the central bank as
part of monetary policy initiatives; and (ii) the money market
rate, represented by, for example, the Stockholm Interbank
Offered Rate (STIBOR), which defines the interest rate banks
charge each other for inter-bank lending in SEK. The money
market rate is itself tied to the prevailing policy rate, and typi-

1 European Commission (Directorate General for Economic and Financial Affairs (DG ECFIN).

2) ECB.
3) IMF - World Economic Outlook Database, 7 October 2014.
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cally serves as a benchmark rate for lending by banks to corpora-
tions and individuals. A margin is then added over the bench-
mark to represent the specific risks associated with the corpora-
tion or individual borrowing. In stable markets, the margin
charged generally decreases, resulting in cheaper borrowing.
Since 2008, the policy rate and money market rates in each Nor-
dic country have decreased substantially. As of 31 March 2015,
the policy rates in Denmark, Finland and the Eurozone stand at

0.05 per cent, an all-time low, while the policy rate in Sweden
stood at —0.25 per cent, in negative territory for the first time in
history. As of 31 March 2015, swap forward rates with short to
medium term tenures exhibit a low and stable interest rate
across Nordic currencies, indicating the prevailing interest rate
level will persist for some time®. The table below illustrates the
historical money market interest rates for Pandox’s key markets.

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 05-14
Sweden (STIBOR 3 months) 2.0 33 4.7 2.5 0.5 2.0 2.6 13 09 0.3 2.0
Norway (NIBOR 3 months) 2.6 39 59 4.0 2.2 2.6 29 18 17 15 29
Denmark (CIBOR 3 months) 25 39 4.9 4.9 15 1.2 1.0 0.3 0.3 0.3 21
Eurozone (EURIBOR 3 months) 25 37 47 29 0.7 0.9 13 0.1 0.3 0.1 1.7

Source: Bloomberg. Refers to end of year interest rates.
Finland is part of the Eurozone.

Gross disposable income

Gross disposable income is a direct measure of spending power
within a specific geographical area, typically a country. Develop-
ments in household disposable income affect consumers’ pur-
chasing power for products and services, and the demand for
such products and services. As personal income increases,
consumption expenditure increases, and there is accordingly

a significant positive relationship between an increase in gross

disposable income and an increase in spending on travel and
tourism-related services. Gross disposable income increased
markedly for the period 2010—-2014 in the Nordic region (with
the greatest acceleration being in Sweden and Norway, which
had a compounded annual growth rate of 4 per cent and 6 per
cent, respectively). The table below illustrates the historical and
projected development of gross disposable income during the
time period 2005-2016E.5)

CAGR
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  2015E  2016E 05-16E
Sweden 34 5.4 7.1 52 4.9 31 5.7 4.2 25 33 31 36 4.4
Norway 9.1 -4.0 7.8 75 6.4 5.0 5.7 4.5 9.4 55 4.1 4.3 51
Finland 2.6 4.2 58 58 2.7 4.0 4.3 2.7 2.1 0.8 19 2.1 33
Denmark 4.2 4.9 15 25 26 59 31 22 -03 =17 10.9 37 31
EU 15 na. na. 4.1 0.5 -1.4 25 2.2 2.1 0.1 2.8 3.2 29 16

Source: Macrobond.

Annual growth rate based on households and non-profit institutions serving households’ (NPISH) disposable income in nominal figures. CAGR figure for EU 15 refers to the period
2007-2016E. In 2006, disposable income development in Norway was affected by a tax reform.

Demographic changes

Demographics encompass the study of size, structure and distri-
bution of populations within a specific geography, typically a
country. At the aggregate level, demographic changes relate to
changes in population numbers, an important determinant for
developments in the real estate market. Quickly rising popula-
tions have a positive impact on real estate and hotel ownership
companies which leads to additional demand for their proper-
ties. Projections that underpin a trend for positive population
growth also support the future performance of such companies
due to an increased need for housing and an increased demand
for lodging. The world population grew by a compounded annual

growth rate of 1.1 per cent from 2010-2014 and is expected to
grow by a compounded annual growth rate of 1.2 per cent in the
next two years, according to the International Monetary Fund.
Among the Nordic countries, Sweden and Norway have the
highest growth rate, which is illustrated by the table below. In
Norway, population growth is in line with global forecasts®.
In view of the developed nature of the Nordic countries versus
the developing nature of many of the largest constituents that
comprise the global average figure, the Nordic population
growth is considered good. The table below illustrates the
historical development and forecast of population growth for
the period 2005—-2016E.

CAGR
Indexed 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014  2015E  2016E 05-16E
Sweden 100 101 101 102 103 104 105 106 106 107 108 109 0.8%
Norway 100 101 102 103 105 106 107 109 110 111 112 114 12%
Finland 100 100 101 101 102 102 103 103 104 104 105 105 0.4%
Denmark 100 100 101 101 102 102 103 103 103 104 104 104 0.4%
Europe 100 100 100 101 101 101 101 101 102 101 102 102 0.2%
World 100 101 102 104 105 106 107 108 110 111 112 114 12%
Source: IMF - World Economic Outlook Database, 7 October 2014.
IMF’s classification of Europe (incl. 41 countries). The table is indexed to 2005. Population in nominal figures.
4 Bloomberg Forward Curve Matrices, as of 31 March 2015.
5) Macrobond.
6) IMF — World Economic Outlook Database, 7 October 2014.
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REAL ESTATE AND HOTEL TRANSACTION MARKET

Real estate transaction market

The global real estate transaction market has experienced five
consecutive years of volume growth, driven by low interest rates
and a generally positive economic performance. In 2014, global
transaction volumes amounted to USD 710 billion, correspond-
ing to a 20 per cent growth compared to the previous year. Dur-
ing 2014, real estate transaction volumes amounted to USD 277
billion in the EMEA region (defined as Europe, Middle-East and
Africa), corresponding to a 25 per cent increase year-over-year.
Most markets in Europe experienced growth during 2014. The
only market that significantly decreased during that year was
Russia, where transactions volumes were down by more than
60 per cent compared to the year before.”)

The Nordic real estate transaction markets

In the Nordic region, real estate transaction volumes have
increased over the past five years. The increase is due to an
increasingly supportive market environment for real estate
transactions. Positive business and consumer sentiments across
the Nordic countries coupled with decreasing interest/mortgage
rates have been important elements in driving this improve-
ment®). Over a 10-year period, Sweden has been the most liquid
market in Europe, with an average 9 per cent of the commercial
property stock trading each year. In 2014, Sweden and Finland
were ranked as the second and third most liquid commercial
property markets in Europe, with 9.4 per cent and 7.7 per cent of
the commercial property stock trading, respectively.?

In Sweden, the market for real estate transactions experi-
enced significant growth in 2014. Total transaction volumes
amounted to SEK 148 billion (approx. USD 21.6 billion1?), a 60
per cent increase year-over-year. These increased volumes were
driven by historically low interest rates, a relatively attractive
yield in real estate compared to other asset classes, and access to
debt financing. Newsec, a real estate advisory and research firm,
expects the favourable financing climate to persist as the afore-
mentioned factors continue in 2015. In terms of segmental
breakdown within the real estate industry, office properties
experienced the strongest interest from investors followed by
residential properties!?.

7) Jones Lang LaSalle, Global Market Perspective, First Quarter 2015.

8) Newsec, Property outlook, Spring 2015.

9 DTZ, Insight European Liquidity, March 2015.

10) Calculated on the basis of an average USD/SEK exchange rate of 6.86 for 2014.
11 Newsec, Property outlook, Spring 2015.

12) Calculated on the basis of an average USD/NOK exchange rate of 6.29 for 2014.
13) Newsec, Property outlook, Spring 2015.
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The following chart sets forth an overview of the historical devel-
opment of; (i) prime office yield in Stockholm, Gothenburg and
Malmo, (ii) prime hotel yield in Stockholm and (iii) money mar-
ket interest rate, STIBOR 3 months.
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In Norway, real estate transaction volumes increased by

38 per cent during 2014 to NOK 55 billion (approx. USD 8.7 bil-
lion!?). Increased volumes were driven in large part by the same
economic factors as in Sweden, with interest supported by the
historically high yield gap!3). The largest volume of transactions
were executed in the Oslo-area, at 52 per cent of the total
amount of transactions within the central business district
(“CBD”) segment, according to Pangea Property Partners, a
Nordic real estate consulting firm, and CBRE, an international
commercial real estate company!4. Newsec expects CBD real
estate yields to decrease further in 2015 on account of the his-
torically high yield gap, thereby supporting real estate value.15)

In Finland, the real estate transaction market experienced
notable growth during 2014. Transaction volumes for the year
amounted to EUR 4.3 billion (approx. USD 5.7 billion1®)), which
correspond to a 70 per cent increase compared to 2013. A core
driver for rising volumes was increasing international demand,
as total investments made by international companies and
investors in 2014 doubled compared to the year before!?.

In Denmark, the real estate transaction market also experi-
enced higher demand in 2014. Total transaction volume
amounted to DKK 30 billion (approx. USD 5.3 billion!®), which
corresponds to a growth of 15 per cent compared to 2013.19)
Despite the increase, transaction volumes did not entirely reflect
demand, as the supply of properties in prime locations was
limited during the year. Newsec expects transaction activity to
spread to secondary markets in 2015, resulting in further
positive developments to the Danish real estate market over
the coming years.20)

According to Newsec and as evidenced by the figures shown
above, it is expected that stable or falling interest rates in the
Nordic countries will further support increasing prices and
volumes in the Nordic real estate transaction market.

14) Pangea, CBRE, Lokalebasen.dk, Nordic property market, monthly update — March
2015.

15) Newsec, Property outlook, Spring 2015.

16) Calculated on the basis of an average USD/EUR exchange rate of 0.75 for 2014.

17) Newsec, Property outlook, Spring 2015.

18) Calculated on the basis of an average USD/DKK exchange rate of 5.62 for 2014.

19) Newsec, Property outlook, Spring 2015.

20) Newsec, Property outlook, Spring 2015.
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The real estate financing market

An important driver of activity in the hotel and general commer-
cial real estate transaction market is the availability of debt
financing. According to Bloomberg data, commercial real estate
transactions are generally debt financed at an approximately
50-65 per cent loan-to-value ratio, either with bank loans,
bonds, or a combination of the two2D.

Following the financial crisis, expectations of stricter liquidity
and capital ratio requirements led to more restrictive bank lend-
ing policies in the Nordic region. This, combined with historically
high risk premiums, negatively influenced the availability of debt
financing for commercial real estate companies in the period
from 2009-2013, which in turn reduced transaction volumes.

Restrictive bank lending policies led real estate companies to
seek alternative financing. When the bond market sentiment
improved in 2012, following the ECB’s decision to provide Euro-
pean banks access to liquidity in December 2011 and February
2012, this market became a significant source of debt financing
for large real estate companies. This is reflected in the Swedish
bond market for real estate companies where issued volumes
according to Bloomberg have increased from SEK 8.1 billion
(approx. USD 1.3 billion2?) to SEK 36.7 billion (approx. USD
5.4 billion23) between 2011 and 201424). For 2015, Newsec
expects the appetite for real estate bonds to increase further
and to continue to provide an alternative to bank loans going
forward?25).

The combination of low interest rates as well as good access
to debt financing is expected to result in high transaction vol-
umes in 201526).

Hotel transaction market

In 2014, volumes in the global hotel transaction market reached
their highest levels since 2007. Total transaction volumes
exceeded USD 58 billion in 2014, a 10 per cent increase com-
pared to 2013. Total volumes for single-asset deals reached an
all-time high in 2014 at approximately USD 40 billion, repre-
senting approximately 70 per cent of total volumes globally27).
JLL, the real estate consulting firm, estimates that investment in
global hotel market volumes will increase to USD 68 billion in
2015, corresponding to an expected growth of 15 per cent com-
pared to 2014. The increased volumes are expected to, among
other factors, be driven by increased private equity activity and
increased outbound investments from China28).

The Americas accounted for the largest transaction volumes
globally in 2014, with total transaction volumes of USD 30 bil-
lion, corresponding to approximately 50 per cent of total volumes.
Transaction volumes in the Americas are expected to increase to
USD 34.5 billion in 2015, corresponding to a growth of 15 per
cent. EMEA, on the other hand, was the region with the strongest
growth in 2014. Transaction volumes increased by more than
20 per cent over the year, reaching USD 21.5 billion. JLL fore-
casts the volume in EMEA to reach USD 24.7 billion in 2015,
corresponding to a growth of 15 per cent compared to 201429,

21) Bloomberg Financial Analysis as of 31 March 2015.

22) Calculated on the basis of an average USD/SEK exchange rate of 6.48 for 2011.
23) Calculated on the basis of an average USD/SEK exchange rate of 6.86 for 2015.
24) Bloomberg data as of 31 March 2015.

25) Newsec, Property outlook, Spring 2015.

26) Newsec, Property outlook, Spring 2015.

27) JLL, Global Market Perspective, first quarter 2015.

28) JLL, Hotel Investment Outlook 2015.
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In the Nordic region, the total hotel transaction volume
amounted to EUR 462 million (approx. USD 613 million3%) in
2013, a 55 per cent increase compared to 2012, where Sweden
accounted for 61 per cent of transaction volume, followed by
Denmark and Norway. Sweden has experienced an increased
interest in hotel transactions following the financial crisis in
2008-2009, which was predominantly driven by domestic
investors. According to JLL, foreign investment in the Swedish
hotel market was limited despite the high level of activity. Of the
EUR 283 million (approx. USD 376 million3V) in total transac-
tions in 2013, more than 80 per cent of that amount was exe-
cuted in the Stockholm region32).

GLOBAL AND REGIONAL TRENDS IN THE TRAVEL
MARKET
Global travel development
According to the World Tourism Organization (UNWTO), a
United Nations agency responsible for the promotion of respon-
sible, sustainable and universally accessible tourism industry,
international tourism has grown consecutively for the last 20
years except for 2003 and 2009. From 2000 to 2010, interna-
tional tourist arrivals grew from 674 million to 949 million,
corresponding to a compounded annual growth rate of 3.5 per
cent. In 2014, international tourist arrivals reached 1,138 mil-
lion, corresponding to a growth of 4.7 per cent compared to 2013.
The most visited region in 2014 was Europe at 588 million visi-
tors, an increase of 22 million visitors compared to the year
before. Northern Europe, which represents 6 per cent of total
international tourist arrivals, experienced a growth of 6.9 per
cent in 2014, one of the highest growth rates for a sub-region that
year. The Americas had 181 million arrivals during the year33).
International tourist arrivals are expected to grow globally by
between 3—4 per cent in 2015, driven by a continuously improv-
ing global economic backdrop34. According to UNWTO’s long-
term outlook, the number of international tourist arrivals world-
wide is expected to grow by an average of 3.3 per cent per year in
the period 2010-2030, reaching 1.8 billion international tourist
arrivals in 2030.3%

Trends and drivers in the travel market

The greater part of international travel takes place within each
traveller’s own region, as approximately four out of five interna-
tional arrivals are traveling from within the same region. Accord-
ing to UNWTO, advanced economies in Europe, the Americas
and Asia have traditionally been the major sources of interna-
tional tourism. However, with rising levels of disposable income,
several emerging economies have experienced high growth in
recent years. In 2012, China became the largest spender on
international tourism. Chinese tourism spending abroad has
increased almost tenfold from 2000 to 2013. In 2013, Chinese
tourism spending abroad amounted to USD 129 billion,
explained by higher disposable income levels and fewer restric-
tions on foreign travel3¢). In addition to growing disposable

29) JLL, Global Market Perspective, first quarter 2015.

30) Calculated on the basis of an average USD/EUR exchange rate of 0.75 for 2012.

31) Calculated on the basis of an average USD/EUR exchange rate of 0.75 for 2013.

32) JLL, Nordic City Report, Spring 2014.

33) World Tourism Organization (UNWTO), World Tourism Barometer, (January 2015).
34) World Tourism Organization (UNWTO), World Tourism Barometer, (January 2015).
35) World Tourism Organization (UNWTO), Tourism Highlights, (2014 Edition).

36) World Tourism Organization (UNWTO), Tourism Highlights, (2014 Edition).
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income in emerging countries, changing currency exchange
rates affect travel patterns. Since 2005, the development of the
SEK, NOK, EUR and DKK relative to the USD has been favour-
able for Pandox.37)

Other important trends are technological advancements and
generational travel patterns. Technological advancements and
social media are changing travel behaviours, particularly in
regards to how the traveller researches, plans, books and experi-
ences a hotel stay. Smartphones and tablets have become an
integral part of the booking and the travel process. 87 per cent of
travellers use smartphones and 44 per cent use tablets while
travelling38). Digital technologies are driving operational effi-
ciencies for hotels, such as automated check in and check out,
online reservations and the use of data analytics, all of which
stimulate revenue generation. “Millennials”, defined as people
born between 1980 and 2000, are viewed as the primary driver
of such technological usage though it is now evident across all
age groups. Today millennials account for approximately one-
third of all business travel expenses. Moreover, this demo-
graphic group is expected to account for 50 per cent of all
employees worldwide in the next four years according to EY39).
The customer segment is therefore becoming increasingly
important for the travel industry and represents a key demo-
graphic alongside more traditional target groups.

In regards to transportation, air transport is the most com-
mon form of transportation for international personal travel. In
2013, 53 per cent of travellers arrived at their destination by air,
while surface transportation accounted for 47 per cent. Over
time, the air transportation share of total transportation has
gradually increased*0). Consequently, it is important that air-
ports have the capacity to meet projected increases in demand.
The major airports in Pandox’s key markets have the following
long-term plans to expand their capacity:

Stockholm Arlanda airport: Stockholm Arlanda Airport
(ARN) is the largest airport in Sweden and the primary airport in
the Stockholm region. Demand for travel to and from Stockholm
and Sweden via Stockholm Arlanda airport has grown substan-
tially in recent years and the total number of passengers
amounted to 22.4 million in 2014. Stockholm Arlanda airport’s
estimates indicate that the total number of passengers is
expected to increase to 35 million in 2040. In order to meet the
expected increase in demand, the airport plans to invest SEK 13
billion over the coming 30 year period.+1)

Copenhagen airport: Copenhagen airport (CPH) is the larg-
est airport in the Nordics, with 25.6 million passengers in
201442). In January 2014, Copenhagen airport developed a long-
term expansion vision to be able to handle 40 million passengers
within 25 years. The vision includes increased capacity for inter-
continental routes*3).

Oslo airport, Gardermoen: Oslo airport (OSL) is about to
surpass Copenhagen airport as the largest airport in the Nordic
region. It is the largest airport in Norway, and had 24.3 million
passengers in 2014. In 2011, Oslo Airport initiated a project to

37) FactSet database as of 31 March 2015.

38) TripAdvisor, press release published 2013-11-18.

39) EY Global Hospitality Insights 2014.

40) World Tourism Organization (UNWTO), Tourism Highlights, (2014 Edition).
41) Stockholm Arlanda Airport.

42) Copenhagen Airport, Fact & Figures 2014.

43) Copenhagen Airport, press release published 2014-01-29.
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increase its capacity to 28 million passengers per year. The proj-
ect is expected to be completed in April, 201744,

Helsinki airport: Helsinki airport (HEL) is the largest airport
in Finland, with 15.9 million passengers in 2014. The airport is
expected to have 20 million passengers each year by the early
2020s. In order to meet the increasing demand, Helsinki Airport
launched a EUR 900 million refurbishment programme to be
carried out between 2014 and 2020.45)

Brussels airport: Brussels airport (BRU) is the largest air-
port in Belgium, with 21.9 million passengers in 2014. The num-
ber of passengers grew with almost 15 per cent in 2014 com-
pared to the year before, partly driven by the increased traffic
from low-cost carriers (“LLCCs”). The Irish LCC, Ryanair,
launched its services to Brussels airport during the year and the
Spanish LCC, Vueling, also launched new routes. The number
of passengers was also increased by legacy airlines, as Brussels’
airlines launched new routes and Emirates started services to
Brussels#0).

Low-cost carriers’ capacity within Europe has grown by an
average annual growth rate of 14 per cent between May 2004
and May 2013, compared with legacy airlines which have grown
by an average annual growth rate of 1 per cent during the same
time period, according to OAG#7), a provider of aviation infor-
mation and analytical services. The rise of LCCs, according to
UNWTO, has made it cheaper for consumers to travel and has
changed the dynamics of global tourism. When cost of transport
constituted a major part of the holiday cost, the choice of desti-
nation was an important aspect. With the significantly reduced
flight costs of LCCs, consumers are able to choose more freely
among destinations and are now able to spend more on accom-
modation8). LCCs have predominantly focused on point-to-
point services intra-region, however some LCCs are now also
offering long-haul route structures across regions, which enable
and enhance travel demand further.

According to the Company’s assessment, a general trend
among metropolitan cities is an increased focus on creating an
attractive destination for tourists and visitors, such as by pro-
moting different events including music concerts, festivals and
sports events. These events affect the demand for hotels and are,
in many cases, complementary to business-related events, as
these often take place during the business week and leisure
related events take place during the weekends.

Holiday is the most common purpose for international travel.
In 2013, leisure, recreation and holidays accounted for 52 per
cent of all international tourist arrivals. Reasons such as visiting
friends and relatives, religion, health or other accounted for 27
per cent, while travelling for business and professional purposes
accounted for 14 per cent, according to a survey by UNWTO. For
the remaining 7 per cent of arrivals, a reason was not speci-
fied*9). However, in the Nordic region and for the Nordic capitals
in particular, business travellers are driving hotel demand to a
greater extent, according to Pandox’s assessment.

44) Avinor AS, www.avinor.se, 2015-05-11.

45) Finavia, www.finavia.se, 2015-01-13.

46) Brussels airport, press release published 2015-01-13.

47) OAG, May Facts 2013.

48) UNWTO Global Report on Aviation — Volume five (2012).

49 World Tourism Organization (UNWTO), Tourism Highlights, (2014 Edition).
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HOTEL INDUSTRY DEVELOPMENT

The hotel economic cycle usually follows the macro economy
through these phases: economic downturn, cyclical bottom, sta-
ble economic growth and economic peak. The Company believes
that the hotel economic cycle is important to consider when
investments are made in different geographical markets, as this
knowledge ensures better decision making and therefore lower
risk. For Pandox which only owns one type of asset, hotel prop-
erties, a broad geographical spread enables the Company to ben-
efit from varying dynamics across each of the respective geo-
graphical markets.

Global economic development and international travel devel-
opment and trends affect the demand for hotels in metropolitan
cities to a larger extent than in rural areas. This is partly driven
by the high share of business travel in metropolitan cities, which
is affected by the macro economy in general, and by higher fre-
quency of large events. Regional cities are often affected to a
lesser extent by events outside the particular city, and, in combi-
nation with a limited supply of hotels, the hotel occupancy/utili-
sation tends to be more stable, according to the Company. By
developing a portfolio that includes both metropolitan cities and
regional cities within the same country and/or region, a hotel
portfolio can achieve greater diversification of demand.

Hotel demand is affected both by macro location, defined at
the country level, but also of its micro location within a city. Pan-
dox focuses on hotel properties located in strategic micro loca-
tions, such as city centres, ring roads, airports and exhibition
centres. Demand for hotel properties in these locations is gener-
ally characterised in the following ways: (i) city centres: broad
demand including all forms of business, events and leisure
travel; (ii) ring roads: business and conference travel with some
overflow of leisure travel, especially in connection with large

events; (iii) airports: mix between business and leisure travel-
lers, where leisure demand generally is driven by travel and busi-
ness by conferences and meetings; and (iv) exhibition centres:
exhibitions, fairs and meetings.

Performance in the hotel industry is generally measured by
three metrics: (i) the occupancy rate, which measures the utilisa-
tion of the hotel capacity, (ii) the average daily rate (“ADR”),
which provides the average paid rate for a room for the hotel
over a specified time period, and (iii) the revenue per available
room (“RevPAR”), which combines the ADR and the occupancy
rate to measure revenue per available room.

Demand and capacity utilisation are important indicators of
performance and attractiveness of a hotel. In achieving profit-
ability, it is vital to combine high occupancy with high prices, so
as to achieve a high RevPAR. For a hotel property owner which
leases the hotel to a hotel operator, as well as for the hotel opera-
tor itself, RevPAR is the most important performance indicator.
However, for a hotel operator, a high price per room may be pre-
ferred to high occupancy, as the price is a more important driver
of hotel profitability. In this situation, revenues from higher
average price translate into profit to a greater extent than reve-
nues from increased occupancy, as the increase in occupancy
results in more variable costs and hotel operation resources,
such as staff.

After the financial crisis in 2008-2009, according to data
from STR Global, a hotel consultancy firm, the hotel industry has
been in a period of recovery with improving performance met-
rics. RevPAR in Europe has increased at a 3.5 per cent CAGR
over the last three years. North America experienced a higher
growth with a CAGR of 6.5 per cent. In real terms, European and
North American RevPAR in 2014 are still below 2007 levels59).

Unit 2007 2008 2009 2010 2011 2012 2013 2014
Occupancy
North America % 63% 60% 55% 58% 60% 61% 62% 64%
Europe % 68% 65% 61% 64% 66% 66% 67% 69%
ADR
North America UusDh 105 108 99 99 103 107 111 116
Europe EUR 109 106 95 97 100 102 102 106
Real ADR
North America UsSD 122 121 110 109 109 112 114 116
Europe EUR 136 126 110 109 107 106 104 106
RevPAR
North America usD 66 65 54 57 62 66 69 75
Europe EUR 74 69 57 63 66 67 69 73
Real RevPAR
North America usD 77 73 60 63 66 68 71 75
Europe EUR 93 82 66 70 71 70 70 73

Source: STR Global, IMF
Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for each region respectively with 2014 as base year. Real
RevPAR is calculated by multiplying the Real ADR with the occupancy figure for each period.

50) STR Global.
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The number of hotels in Sweden increased from 1,827 in 2010 to
1,865 in 2014, corresponding to a CAGR of 0.5 per cent per year,

according to Statistics Sweden. Over the same period, the num-
ber of rooms has increased from approximately 100,300 to
108,400, corresponding to a CAGR of 1.9 per cent. The table
below illustrates the occupancy, ADR and RevPAR for Sweden
and its major cities Stockholm, Gothenburg and Malmé for the

period 2007 to 2014. In 2014, RevPAR increased by 2.5 per cent

tality industry organization, the increased demand for rooms

was driven by leisure travellers, while the demand from business

travellers was unchanged from the year before.>2) RevPAR

growth in Stockholm was 1.3 per cent in 2014 compared to 2013
and RevPAR increased in Malmé by 0.9 per cent. RevPAR devel-
opment in Gothenburg was flat during 2014 compared to the
year before.53) In real terms, RevPAR in Stockholm, Gothenburg
and Malmo remained lower in 2014 compared to the level of

in Sweden driven by higher occupancy levels while the average 2007.
price declined slightly51). According to Visita, the Swedish hospi-

Unit 2007 2008 2009 2010 2011 2012 2013 2014
Occupancy
Sweden % 51% 50% 48% 50% 51% 50% 50% 52%
Stockholm % 70% 64% 66% 68% 67% 65% 65% 66%
Gothenburg % 70% 68% 65% 65% 67% 65% 64% 66%
Malmo % 67% 68% 68% 64% 61% 60% 59% 62%
ADR
Sweden SEK 875 911 890 911 943 939 938 936
Stockholm SEK 1,108 1,163 1,080 1,120 1,135 1,111 1,111 1,104
Gothenburg SEK 926 947 924 960 971 989 965 943
Malmo SEK 873 896 883 858 866 868 851 811
Real ADR
Sweden SEK 948 954 937 948 952 940 939 936
Stockholm SEK 1,200 1,219 1,137 1,165 1,147 1,112 1,112 1,104
Gothenburg SEK 1,003 992 973 999 980 990 966 943
Malmo SEK 945 939 930 893 875 869 852 811
RevPAR
Sweden SEK 443 458 430 455 479 470 472 484
Stockholm SEK 773 747 715 761 762 721 722 732
Gothenburg SEK 647 640 597 627 650 642 621 621
Malmo SEK 586 613 596 546 527 518 502 506
Real RevPAR
Sweden SEK 480 480 453 474 484 471 472 484
Stockholm SEK 837 783 753 792 770 722 723 732
Gothenburg SEK 700 671 628 652 657 643 622 621
Malmo SEK 635 643 628 568 532 518 502 506

Source: Statistics Sweden, Benchmarking Alliance, IMF.

Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for Sweden with 2014 as base year. Real RevPAR is calcu-
lated by multiplying the Real ADR with the occupancy figure for each period.

51) Statistics Sweden.

52) Visita, the Swedish hospitality industry organization, Det borjar lossna pa hotellmarknaden, (2014).

53) Benchmarking Alliance.
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The number of hotels in Norway declined from 990 in 2010 to
985 in 2014, corresponding to a reduction of 0.1 per cent each
year on average according to Statistics Norway. However, the
number of rooms increased over the same period, from approxi-
mately 67,000 to 73,200, corresponding to a CAGR of 2.3 per
cent. The table below illustrates the occupancy, ADR and

RevPAR for Norway and its capital Oslo for the period 2007 to
2014.1In 2014, RevPAR increased by 1.3 per cent in Norway. The
growth was attributable to higher occupancy levels and a slight
increase in average prices. RevPAR declined in Oslo with 0.4 per
cent in 2014. In real terms, RevPAR levels, in both Norway as a
whole and in Oslo, remain below the 2007 levels.

Unit 2007 2008 2009 2010 2011 2012 2013 2014
Occupancy
Norway % 57% 55% 51% 51% 52% 53% 52% 53%
Oslo % 71% 66% 61% 60% 62% 61% 62% 62%
ADR
Norway NOK 811 868 863 859 866 874 884 885
Oslo NOK 906 982 955 936 925 904 926 922
Real ADR
Norway NOK 936 965 939 913 908 910 902 885
Oslo NOK 1,045 1,091 1,039 995 970 941 945 922
RevPAR
Norway NOK 460 480 437 437 454 460 463 469
Oslo NOK 647 644 586 560 569 555 575 573
Real RevPAR
Norway NOK 533 531 479 465 472 482 469 469
Oslo NOK 747 716 638 595 597 578 587 573

Source: Statistics Norway, Benchmarking Alliance, IMF.

Note: Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for Norway with 2014 as base year. Real RevPAR is cal-

culated by multiplying the Real ADR with the occupancy figure for each period.

The number of hotels in Finland declined from 632 in 2010 to
625 in 2014, a reduction of 0.3 per cent each year on average
according to Statistics Finland. Over the same period, the num-
ber of rooms increased from approximately 48,000 to 49,900,
corresponding to a CAGR of 1.0 per cent. The table below illus-
trates the occupancy, ADR and RevPAR for Finland and its capi-

tal Helsinki for the period 2007 to 2014. In 2014, RevPAR devel-
opment was flat in Finland as a whole, while RevPAR growth in
Helsinki was 2.1 per cent. The growth was attributable to higher
occupancy levels and a slight increase in average prices.>® In
real terms, RevPAR in 2014 for both Finland as a whole and Hel-
sinki are still below 2007 levels.

Unit 2007 2008 2009 2010 2011 2012 2013 2014
Occupancy
Finland % 53% 53% 59% 51% 53% 53% 51% 51%
Helsinki % 68% 66% 60% 66% 68% 67% 65% 66%
ADR
Finland EUR 85 88 86 86 88 91 91 92
Helsinki EUR 106 108 98 93 96 102 99 100
Real ADR
Finland EUR 101 100 96 95 94 94 92 92
Helsinki EUR 125 123 110 103 102 105 100 100
RevPAR
Finland EUR 45 47 51 44 47 48 47 47
Helsinki EUR 72 71 59 62 66 68 65 66
Real RevPAR
Finland EUR 53 53 57 48 50 50 47 47
Helsinki EUR 86 81 66 68 70 71 65 66

Source: Statistics Finland, STR Global, IMF.

Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for Finland with 2014 as base year. Real RevPAR is calcu-

lated by multiplying the Real ADR with the occupancy figure for each period.

54) Statistics Finland and Benchmarking Alliance.
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The number of hotels in Denmark increased from 478 in 2010 to in Denmark and is estimated to have continued to grow in 2014
493 in 2014, corresponding to CAGR of 0.8 per cent according to according to HORESTA, the national trade association for the
Statistics Denmark. Over the same period, the number of rooms hotel, restaurant and tourism industry in Denmark. The growth in

increased from approximately 40,300 to 42,400, corresponding to 2013 was attributable to higher occupancy levels and an increase
a CAGR of 1.3 per cent. The table below illustrates the occupancy, in average prices. RevPAR growth in Copenhagen was 4.8 per cent
ADR and RevPAR for Denmark and its capital Copenhagen for the in 2014.55) In real terms, RevPAR in 2014 for both Denmark as a
period 2007 to 2014E. In 2013, RevPAR increased by 2.4 per cent whole and Copenhagen are still below 2007 levels.

Unit 2007 2008 2009 2010 2011 2012 2013 2014E
Occupancy
Denmark % 61% 58% 52% 54% 56% 55% 57% 58%
Copenhagen % 73% 66% 62% 64% 66% 69% 71% 74%
ADR
Denmark DKK 719 725 717 641 664 686 683 691
Copenhagen DKK 883 887 857 709 726 765 793 802
Real ADR
Denmark DKK 822 802 783 684 690 696 687 691
Copenhagen DKK 1,010 981 936 756 754 775 798 802
RevPAR
Denmark DKK 438 418 375 343 367 377 386 391
Copenhagen DKK 642 588 535 456 479 525 562 590
Real RevPAR
Denmark DKK 501 464 410 370 383 385 394 391
Copenhagen DKK 735 651 584 487 497 532 566 590

Source: HORESTA, Benchmarking Alliance, IMF.
2014 figures for Copenhagen refer to actual figures. Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for Den-
mark with 2014 as base year. Real RevPAR is calculated by multiplying the Real ADR with the occupancy figure for each period.

The table below illustrates the occupancy, ADR and RevPAR for Brussels, Berlin and Montreal, which are important metro regions
outside the Nordics for Pandox. Brussels experienced a 3.3 per cent growth in RevPAR in 2014, driven mostly by higher occupancy lev-
els. RevPAR increased by 4.5 per cent in Berlin in 2014, driven both by higher occupancy levels and increased average prices. In 2014,
Montreal average prices increased by 4.6 per cent, which together with increased occupancy levels led to a RevPAR growth 0f 9.9

per cent5%). Real RevPAR in 2014 for Berlin and Montreal was approximately in line with 2007 levels, while RevPAR for Brussels

remained lower.

Enhet 2007 2008 2009 2010 2011 2012 2013 2014
Occupancy
Brussels % 71% 69% 64% 67% 67% 67% 67% 69%
Berlin % 71% 69% 68% 69% 69% 73% 73% 74%
Montreal % 66% 62% 58% 63% 65% 64% 66% 69%
ADR
Brussels EUR 106 114 103 107 111 109 111 111
Berlin EUR 83 87 80 88 85 88 88 89
Montreal CAD 135 136 128 133 135 135 139 146
Real ADR
Brussels EUR 123 126 114 115 116 111 112 111
Berlin EUR 92 94 87 94 89 90 88 89
Montreal CAD 151 149 140 143 141 139 142 146
RevPAR
Brussels EUR 75 79 66 72 75 73 74 76
Berlin EUR 59 60 54 60 59 64 63 66
Montreal CAD 89 85 74 84 88 86 91 101
Real RevPAR
Brussels EUR 87 87 73 77 78 74 75 76
Berlin EUR 66 65 59 65 62 65 64 66
Montreal CAD 100 93 81 90 92 89 93 101

Source: STR Global, IMF.
Real ADR is calculated by adjusting the nominal figures with inflation rates (average consumer prices) provided by IMF for Belgium, Germany and Canada respectively with 2014 as
base year. Real RevPAR is calculated by multiplying the Real ADR with the occupancy figure for each period.

55) Benchmarking Alliance.
56) STR Global.
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HOTEL MARKET STRUCTURE

The hotel value chain can be illustrated by dividing it in three dif-
ferent segments: (i) hotel property ownership, (ii) hotel opera-
tions, and (iii) hotel brands. The illustration below sets out these
three different segments, showing that any one company can be
positioned exclusively in one segment or in a combination of two
or three segments. Pandox is positioned in two segments in the
hotel value chain, as it mainly owns hotel properties as well as

is a hotel operator.

Hotel
property owners

Hotel operators Hotel brands

The operational focus of hotel property owners is to invest in,
develop and manage property portfolios and to enter into agree-
ments with hotel operators and hotel brands. Hotel operators
operate, own and lease properties, with a focus on productivity
and revenue-generation, whereas hotel brand companies man-
age their own and externally-owned properties. Hotel brand
companies seek to drive revenue-generation through brand
development, distribution, and loyalty programmes.

Over the last decade, the international hotel market has
undergone notable structural changes. A number of large hotel
companies have shifted their business model away from opera-
tions to focus only on distribution and brand development. Their
objective is to promote customer room reservations through
internal websites or other channels, where each booking gener-
ates income, while maintaining an asset light business model. As
such, the hotel brand company seeks to manage the marketing of
external hotel properties through franchise and management
agreements that limit the need for capital investment. For an
asset light business model, scale is important. To increase room
capacity, hotel brand companies have therefore taken initiatives
to consolidate the market. In recent years, mergers and acquisi-
tions among external management companies in the US have
been increasingly evident. According to EY, there are indications
of a similar trend unfolding in Europe.>”)

Over the last decade, distribution channels have also
changed. With the ever-evolving internet, information about dif-
ferent travel, holiday and hotel alternatives has become accessi-
ble through fast and simple searches. Prior to the internet, trav-
ellers had to write to or telephone the hotel directly or use a
travel agent to make reservations. With the emergence of online
travel agencies (OTAs) such as Expedia.com, Hotels.com and
Booking.com, which emerged as a result of hotel brand compa-
nies allowing access to their inventory, consumers are presented
with flight and hotel options across a few dedicated websites,
and given the opportunity to compare alternatives across met-
rics such as price, customer reviews and hotel class. OTAs typi-
cally have pictures of hotels and information on various room
options, amenities, events, excursions, sightseeing alternatives,

57) EY, Global Hospitality Insights 2015.
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and local transportation. Supported by a simple booking pro-
cess, the trend among current travellers is therefore increasingly
to book travel on the internet. Consumer behaviour is changing,
in particular within the leisure segment, not least driven by an
opportunity to make last-minute travel arrangements, often at
significantly reduced prices.

Conventional travel agents have been negatively affected by
the aforementioned development. In addition, hotel brand com-
panies specifically focused on reservation services are also being
challenged by OTAs, as these increasingly control the customer
point of entry with regards to hotel reservations. Since OTAs
charge a commission for each reservation, this is a cost related to
customer acquisition for the hotel brand companies. However,
the internet and OTAs also represent opportunities for the hotel
industry. Through these, unbranded hotels have better opportu-
nities to reach potential customers and hotel brand companies
are able to acquire customers that were previously tied to com-
peting brands through loyalty programmes. As travellers move
to booking holidays online, new selection criteria have emerged
which reduce the importance of loyalty programmes. Hotel
brand companies also achieve broader marketing on the OTA
websites, as they get exposure to a truly global audience. Such
marketing is complimentary to the hotel brands’ own websites,
which represent their dedicated and direct marketing channels.

As traditional hotel companies have moved down the hotel
value chain — towards a brand-focussed asset-light model — a
market gap has materialised within the hotel operations seg-
ment. Changes within the hotel sector have thereby resulted in
opportunities for hotel property owners, in particular for moving
vertically down the hotel value chain and incorporating hotel
operations into their own business models.

Vertical integration provides hotel property owners an
opportunity to take over operations of hotels to (i) reduce opera-
tional risk and increase optionality to create value across the
value chain, (ii) ensure that external operators are exposed to
competition when negotiating lease terms, and (iii) give hotel
property owners the capacity to transform and upgrade hotels in
order to increase performance, improve operations, and create
value. For an active owner, these opportunities have significant
value.

Overview different business models/

different lease agreements

The value of a hotel property is governed to a considerable
degree by the content and formulation of the agreement between
the owner and the operator/owner of the brand. The objective is
to formulate an agreement where all parties concerned are
incentivised to continuously improve the hotel property’s profit-
ability. Agreements can generally be divided into three catego-
ries: (i) rental agreements/leases, (ii) management agreements,
and (iii) franchise agreements.

Rental agreements/leases are a common model in the Nordic
region and can also be found in other parts of Europe, but are
rarer in other parts of the world. A rental agreement/lease can be
structured in different ways and based on different metrics such
as revenue, result or a fixed rent.

Revenue-based leases are linked to the sales generated by the
hotel business. This form of contract provides hotel property
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owners with a share of the growth in both the market as a whole
and in market shares, as rents increase in relation to the revenue
generated by the hotel business. In order to limit the potential
risks, these agreements generally specify a minimum guaranteed
rent.

Result-based leases indicate that the hotel property owner
receives a share of the hotel operator’s net operating profit. This
type of agreement requires that the hotel property owner is
informed of and is given access to the operating company’s
finances and agreements. This form of contract can also include
aminimum guaranteed rent.

Fixed-rent leases, which are increasingly less common for
hotels, means that a fixed rent is paid which is typically adjusted
annually for inflation. This type of lease is preferred by investors
who primarily seek a guaranteed rent.

Management agreements, primarily in use in the US, UK and
Asia, can be viewed as similar to an agent contract, where the
hotel property owner also owns the hotel business, and through
amanagement agreement, a hotel operator is assigned to oper-
ate and manage the hotel on behalf of the hotel property owner
for a management fee, often revenue-based.

Franchise agreements can be entered into with a hotel brand
company for the hotel property owner’s own operations. The
hotel property owner thereby benefits from a large system that,
among other things, supports the hotel’s overall marketing and
sales functions. This means that the hotel property owner owns
the hotel operations as well as the hotel property. Typically, the
franchisee pays royalties on revenues and additional fees for
access to such services as the booking system, marketing and
advertising.

Pandox’s view on the industry’s agreement structures
In a management agreement, the hotel property owner appoints
a brand to run the hotel for a management fee, often calculated

as a share of the revenue. In some cases, the hotel owner also
pays an additional incentive fee based on the hotel’s profit, how-
ever, this is normally a smaller part of the total fee. Under this
structure, the hotel property owner carries all investment costs
in the property, meaning that the hotel property owner has
financial responsibility for operations as well as investments.

As the hotel’s gross revenues and distribution strategies
determine the size of the income for the brand, the fee structure
results in a focus in income maximation and a reduced focus on
productivity and profitability for the hotel operations. For the
active hotel property owner, this is undesirable, as productivity,
profitability and investments are the most important factors of
value growth in a hotel property.

As aresult, Pandox favours revenue-based rental agree-
ments. The rent the operator pays to the property owner is based
on revenue, and the costs for investments and product develop-
ment is shared so as to create common interests. The agreement
structure incentivises the operator to increase profitability by
increasing their revenue, lowering their costs and making sound
long term investments in the product. The parties, i.e. the hotel
property owner and the hotel operator/brand share upsides as
well as downsides, with capital, potential and risk being reason-
ably divided between the parties.

Competition
Pandox is a leading owner of hotel properties in Northern
Europe with a focus on sizeable hotels in key leisure and corpo-
rate destinations. In its key markets of Sweden, Norway, Finland
and Denmark, Pandox primarily competes with hotel property
owners, real estate companies with hotel exposure and institu-
tional and private equity funds with real estate and hotel expo-
sure.

The table below illustrates some of the largest hotel property
owners in the Nordic region.

Owner Number of hotel rooms Number of hotels Listed / Unlisted
Pandox 21,969 104 Unlisted
Olav Thon Gruppen approx. 11,000 74 Unlisted
‘Wenaasgruppen approx. 9,400 27 Unlisted
CapMan Hotels approx.6,800 40 Unlisted
Home Properties* approx. 5,700 26 Unlisted
Fastighets AB Balder approx. 5,000 29 Listed
KLP Eiendom approx. 4,100 13 Unlisted
Rica Eiendom approx. 2,900 19 Unlisted
DNBLiv approx. 2,600 9 Unlisted
Elite Hotels approx. 1,900 14 Unlisted
Average (excluding Pandox) approx. 5,500 28

Source: Pandox estimate as of 5 June 2015.

* Comprises owned and partly owned hotels.

As shown in the table above, Pandox is by far the largest hotel property owner in the Nordic region in terms of number of rooms and

number of hotels.
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Business overview




INTRODUCTION

Pandox is a leading owner of hotel properties in Northern
Europe with a focus on sizeable hotels in key leisure and corpo-
rate destinations. Pandox’s hotel property portfolio comprises
104 hotels with a total of 21,969 rooms across eight countries.
Pandox’s business is organised into two segments: Property
management, which comprises 89 hotel properties leased on a
long-term basis to market leading regional hotel operators and
leading international operators, and Operator activities, which
comprises hotel operations executed by Pandox in its 15 owned
hotel properties.

The segments Property management and Operator activities
are further divided into five geographic areas: (i) Sweden, (ii)
Norway, (iii) Finland, (iv) Denmark, and (v) International. The
latter comprises the Company’s business in Belgium, Germany,
Switzerland and Canada.

COMPANY OVERVIEW

As of 31 March 2015, Pandox’s property portfolio comprised
104 hotel properties with a total of 21,969 rooms across eight
countries.

The Company’s hotel properties are located in cities that are
either international destinations, meaning they have a large rel-
ative or absolute share of international guests, such as Stock-
holm, Oslo, Copenhagen, Helsinki, Berlin, Brussels, Antwerp,
Basel, and Montreal, or cities with a high proportion of regional
demand such as Gothenburg, Malmo and other regional cities in
the Nordic region. As of 31 March 2015, Pandox has a balanced
mix between international and regional demand, with 51 per

Overview of Pandox’s hotel property locations
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cent of rooms in cities considered international destinations by
the Company. The hotel properties are primarily situated in
strategic locations such as city centres, ring roads, airports, exhi-
bition centres or similar locations that attract a steady demand
for hotel rooms and services. The hotel properties are primarily
full service hotels in the upper-medium to high-end segments.
The average size of the hotel properties is 211 rooms.

As of 31 March 2015, Pandox’s business segment Property
management comprised 89 Investment properties with a total of
17,195 rooms in six countries that are leased on a long-term
basis to market leading regional hotel operators such as Scandic
and Nordic Choice, or leading international hotel operators such
as Hilton and Rezidor. In 2014, Pandox had a net operating
income (before property administration costs) from Property
management of SEK 1,249 million and the market value of the
Investment properties portfolio as of 31 March 2015 amounted
to SEK 21,233 million. For more information, see section
“Selected financial information — Calculation of key figures and
certain definitions”.

Pandox’s business segment Operator activities comprised 15
Operating properties with a total of 4,774 rooms in five coun-
tries, as of 31 March 2015. In addition to being the owner of the
hotel properties, the hotel operations are also owned and exe-
cuted by Pandox, either through well-known hotel brands such
as Hyatt Regency or Holiday Inn, or through independent hotel
brands owned by the Company. Revenue and income from the
hotel operations within Operator activities accrues in full to Pan-
dox. In 2014, total revenue Operator activities amounted to SEK
1,598 million, net operating income amounted to SEK 320 mil-
lion and the market value of the Operating properties portfolio
as of 31 March 2015 amounted to SEK 5,763 million. For more
information, see section “Selected financial information —
Calculation of key figures and certain definitions”.

In addition, the Company manages hotel properties on behalf
of external owners. Currently Pandox manages a portfolio of
eight hotels with a total of 1,505 rooms in Oslo, Norway (com-
mercial and technical asset management), and the hotel prop-
erty Pelican Bay Lucaya Resort in the Grand Bahama Island,
with 186 rooms (commercial asset management). The property
portfolio in Oslo and the Pelican Bay Lucaya Resort are owned
by Pandox’s owners Eiendomsspar AS and Sundt ASD2), res-
pectively. The asset management result is reported under the
Property management segment, except for the hotel property
Pelican Bay Lucaya Resort, which is reported in the Operator
activities segment. The asset management fee amounts to 2 per
cent of annual rental revenue (Oslo properties) and annual total
revenue (Pelican Bay Lucaya Resort) respectively.

1 Sundt AS was divided between Helene Sundt AS and CGS Holding AS in 2007.
2 For further information, see section “Legal consideration and supplementary
information - Related party transactions”.
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As of 31 March 2015, the market value of Pandox’s property
portfolio was SEK 26,996 million. The following table sets forth
an overview of Pandox’s hotel portfolio as of 31 March 2015:

Market
value Valuation
(MSEK) yield (%)

Number Number
ofhotels ofrooms

Investment properties

Sweden 52 9,864 12,573 6.0
Norway 14 2,503 2,739 6.3
Finland 13 2,913 3,041 59
Denmark 7 1,405 1,978 5.7
International 3 510 902 58
Total Investment properties 89 17,195 21,233 6.0
Operating properties

Sweden — — — —
Norway — — — —
Finland 1 151 43 9.8
Denmark 2 440 571 8.0
International 12 4,183 5,149 7.6
Total Operating properties 15 4,774 5,763 7.6
Total owned properties 104 21,969 26,996 6.4
Operated properties

not owned* 1 292 —

Asset managed properties 9 1,691 —

Total 114 23952

*  For more information see “Business overview — Operator activities
— Grand Hotel Oslo”.

STRATEGY

Pandox’s strategy and business model have been consistently
followed since the Company was founded in 1995. The Company
has exclusively invested in one type of asset since inception:
hotel properties. This type of asset has distinctive features that
differ from other types of property and demands specialist
expertise in order to maintain an active ownership model.
Pandox’s strategy consists of six building blocks, which are
further described below.

Focus on hotel properties with attractive

risk-adjusted returns

Pandox focuses on hotel properties with attractive risk-adjusted
return. The Company invests exclusively in hotel properties and
has consequently developed significant experience in terms of
identifying, acquiring and repositioning properties within this
asset class over the past twenty years. As of 31 March 2015, the
portfolio consisted of 104 owned hotel properties.

Pandox combines lease model with active ownership

Pandox favours long-term and revenue-based leases which pro-
vide revenue visibility, income stability, lower capital expendi-
ture and reduced risk for the Company. These leases, combined
with an active ownership strategy, create value and opportuni-
ties across the hotel value chain. As of 31 March 2015, 89 of Pan-
dox’s hotel properties were leased to well-known and reputable
hotel operators with a weighted average unexpired lease term
(“WAULT”) of 8.7 years.

Broad geographical footprint
Focusing only on hotel properties as a single type of asset
requires a broad geographical footprint to create the right condi-

tions for growth and to benefit from positive dynamics in the
macroeconomic conditions and the hotel business cycle. As of 31
March 2015, Pandox’s business operations covered eight coun-
tries, where the geographic area Sweden was the largest and
accounted for approximately 45 per cent of the Company’s total
number of rooms. In aggregate, Pandox owns hotel properties
across 50 different cities in eight countries which cater to a good
balance of international and domestic demand.

Sizeable hotels in key leisure and corporate destinations
Pandox is dedicated to sizeable full-service hotels in key leisure
and corporate locations primarily in the upper-medium to high-
end segments. The Company’s opinion is that such hotels pro-
vide better business opportunities while simultaneously reduc-
ing risk. The Company believes that the reduced risk is a result of
the fact that typically larger hotels deliver stronger cash-flows
and historically have been easier to finance.

Investments in underperforming hotel properties

Pandox targets investments in sizeable underperforming hotel
properties in strategic locations, which can be refurbished,
restructured, and/or repositioned and where the Company’s
active ownership strategy and expertise can be leveraged. This
creates pre-requisite conditions for good financial performance
and long-term value creation. In recent years, Pandox has
acquired several underperforming hotels that have subsequently
been refurbished and repositioned, such as The Hotel Brussels
and Hotel Berlin, Berlin.

Brands and partners that support each individual hotel
Pandox seeks brands and partners that strengthen the profile,
market position and operations of each individual hotel. This
requires Pandox to maintain a broad network of national and
international hotel companies with which it can co-operate. Pan-
dox currently collaborates with ten hotel chains, making use of
16 different well-known and well-established brands. In addi-
tion, Pandox has established and developed a number of owned
independent hotel brands.

FINANCIAL TARGETS

In preparation for listing on Nasdaq Stockholm, Pandox’s board
of directors has adopted the following financial target and divi-
dend policy.

Loan-to-value ratio

The Company defines loan-to-value ratio as interest-bearing
debt divided by the sum of property market value of Investment
and Operating properties. The Company targets a loan-to-value
ratio of between 45 per cent and 60 per cent, depending on the
market environment and prevailing opportunities.

Dividend policy

Pandox’s target is a dividend pay-out ratio of between 40 per
cent and 60 per cent of cash earnings, with an average payout
ratio over time of approximately 50 per cent. Future dividends,
and the size of any such dividends, are dependent on Pandox’s
future performance, financial position, cash flows, working capi-
tal requirements, planned investments and other factors.?

3) See also “Risk factors — Risks relating to the Offering — Pandox’s ability to pay dividends is dependent upon its future earnings, financial condition, cash flows, net working

capital requirements, capital expenditures and others factors”
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The financial targets regarding loan-to-value ratio and divi-

dend levels set forth above are Pandox’s targets for the financial
year 2015 and beyond. The financial targets constitute forward-
looking statements and are not guarantees of future financial
performance. Pandox’s actual results of operations or financial
condition could differ materially from those expressed or implied
by these forward-looking statements as a result of many factors.
These financial targets are based upon a number of assumptions
(including the success of Pandox’s business strategy), which are
inherently subject to significant business, operational, economic
and other risks, many of which are outside Pandox’s control.
Accordingly, such assumptions may change or may not materi-
alise at all. In addition, unanticipated events may materially and
adversely affect Pandox’s actual results of operations and finan-
cial performance in future periods, whether or not Pandox’s
assumptions relating to the financial year 2015 or future periods
prove to be correct. See also “I'mportant information to investors
— Forward-looking statements.”

COMPETITIVE STRENGTHS

Large, high quality portfolio of premier hotel properties in
strategic locations

With 104 hotel properties and 21,969 rooms across eight coun-
tries, Pandox is a leading hotel property owner in Northern
Europe, with a portfolio weighted towards the Nordic countries
Sweden, Norway, Finland and Denmark.

Pandox’s active ownership strategy, combined with high
investment volumes in the period 2011 to 2014, has resulted in a
well-invested portfolio. The majority of investments from 2011
to 2014 related to extensive refurbishment programmes result-
ing from the acquisition of Norgani Hotels in 2010 and the
acquisition of Hilton Towers in Brussels in the same year.

4 STR Chain Scale 2015.
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The hotels in Pandox’s portfolio are typically larger in terms
of number of rooms than the average hotel in the market and
have a higher RevPAR than the average hotels in their respective
markets. The majority of the Company’s hotels have more than
150 rooms, with the average number of rooms per hotel being
211. The hotels are positioned in the upper-medium to the high-
end segments, with 86 per cent of the Company’s rooms in the
upper midscale, upscale or upper upscale category based on
brand rating.® The portfolio is spread across eight countries
with strong economic fundamentals, and the hotels are primar-
ily located in international cities that benefit from strong real
estate capital flow and high liquidity. Pandox’s hotels are pri-
marily situated in strategic locations: more than 62 per cent of
the Company’s rooms are in city centres and a further 29 per
cent are near ring roads or airports.

Income stability from renowned tenant

base with long leases

As of 31 March 2015, 89 hotels were leased to third party
operators, constituting 79 per cent of the total market value

of all properties. Lease maturities are staggered with a WAULT
of 8.7 years as of 31 March 2015, ensuring long-term rental
income.

Pandox benefits from the quality of its tenants, which include
market-leading regional hotel operators like Scandic and Nordic
Choice, leading international hotel operators like Hilton and
Rezidor, and niche hotel operators like Elite Hotels. As of 31
March 2015, the largest tenant, Scandic, accounted for 49 per
cent of the Company’s number of rooms, while the second larg-
est, Nordic Choice, accounted for 12 per cent.

Rental upside results from 95 per cent of 2014 rental income
coming from lease agreements linked to revenue. At the same

Invitation to acquire B shares in Pandox Aktiebolag (publ)



peiiEan
(LT R

time the rental income has a downside protection, as 77 per cent
of the rental income for 2014 linked to revenue contained
guaranteed minimum rent levels.

Focus on solid economies and ability

to capture market growth

Pandox owns and operates hotels in solid economies, where five
out of eight countries maintaining an AAA credit rating by S&P,
and the remaining three countries maintaining ratings above
AA. Within the individual country focus is on cities that experi-
ence growth, with high GDP per capita.

In many of Pandox’s primary markets the real RevPAR is still
below pre-recession levels of 2008-2009. For further informa-
tion see “Market overview — Hotel industry development”.
According to PWC, RevPAR is expected to increase in several
European capitals in 2015 and 2016%. The Company is expected
to directly benefit from the expected improvement in hotel fun-
damentals through increased rental revenues that comes from
the majority of Investment properties being linked to hotel reve-
nue and Operating properties where the revenue and operating
result from the hotel operations accrues in full to Pandox.

Tangible organic growth from refurbishment and
repositioning

After the acquisition of Norgani Hotels in 2010, Pandox, together
with its largest tenant, Scandic, agreed to execute a projected SEK
1.6 billion refurbishment programme, of which Pandox’s share
was SEK 1.0 billion. The refurbishment programme, running
from 2011 with completion in 2015, encompasses the refurbish-

ment of 40 hotels across Sweden, Norway, Finland and Denmark.
This large-scale project, called Shark, has progressed according
to the original time plan and is within the original budget.

Another large investment project, which ran from 2011 to
2013, was initiated as a result of the acquisition of Hilton Towers
in Brussels in 2010. EUR 35 million was spent on the refurbish-
ment and repositioning of the hotel property under a new brand,
The Hotel Brussels. According to Pandox, The Hotel is already
established as one of the leading premium hotels in Brussels
only two years after opening.

The full effect of these aforementioned investments is
expected to materialise over the coming years, and, together
with continuous investments into the portfolio, enhance per-
formance beyond market growth.

Attractive yield, resilient cash flow generation and potential
for lower interest rates

From 1997 to 2014, Pandox’s strategy and business model deliv-
ered an annualised total return on equity of approximately 18
per cent.® The pre-tax cash earnings grew from SEK 53 million
in 1997 to SEK 888 million in 2014.7) Pandox financial perfor-
mance has been stable and was to a relatively small extent
affected by such turbulent years as 2001 and the financial crisis
in 2008-2009. The reduction in pre-tax cash earnings from 2012
to 2013 was primarily due to planned refurbishment pro-
grammes in a large number of hotel properties and a weak Finn-
ish market in 2013. From 2013 to 2014, pre-tax cash earnings
grew by 9 per cent, despite the divestment of 15 hotels during
the second quarter of 2014.

5) PWC, European cities hotel forecast for 2015 and 2016 for 20 gateway cities from Amsterdam to Zurich, March 2015.

6) The calculation from 1997 to 2004 is based on total shareholder return of the shares listed on Stockholm Stock Exchange. From 2004 until 2014 the calculation is based on equity
internal rate of return for the Ultimate Owners based on contribution and dividends and a net asset value consideration as of end of year 2014 based on EPRA NAV. During the
period certain factors, such as market conditions and the Company’s debt/equity ratio, have fluctuated. Due to these fluctuations, the calculated historical return cannot be seen

as an indication of expected future return.

7) 1997: Current tax SEK 0; 2014: Current tax SEK 16 million.
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As of 31 March 2015, the valuation yield on Investment prop-
erties was 6.0 per cent.

The Company uses interest rate hedging instruments to
reduce its interest rate risk. As of 31 March 2015, 66 per cent of
the debt was at fixed interest rates. Given the current low inter-
est rate environment, fixings have been made at significantly
higher interest rates, thus potential exists for lower interest rates
once these instruments mature.

Active ownership drives value and creates optionality
Pandox’s management team provides the property and hotel
operations expertise that enables Pandox to implement its busi-
ness strategy. Anders Nissen, with more than 30 years of hospi-
tality experience, has been the Company’s CEO since 1995 and
heads a team that has worked together for several years.

Overall, the Company’s management team has a broad net-
work of hotel industry contacts, including long-standing rela-
tionships with hotel operators, hotel property owners, hotel
managers, global hotel brands, hotel consultants and brokers,
financiers, investors, and other industry participants and stake-
holders. These relationships facilitate access to valuable busi-
ness intelligence regarding hotel property.

Commitment to analysing the local hotel market and hotel
assets, on an asset-by-asset basis, in order to derive and imple-
ment a situation-adapted strategy as well as commercial hotel
operating capabilities, are the pillars of Pandox’s active owner-
ship business model. The model provides Pandox with value cre-
ation potential and optionality, such as by allowing the Company
to take advantage of industry trends, including the fact that
international hotel companies increasingly focus on brand man-
agement as opposed to property and hotel operations. Pandox is
able to source investment opportunities as these companies
divest real estate, and/or exit the hotel operation. The ability to
take over the operation of a hotel can further reduce operational
risk when, for instance: (i) lease agreements mature, (ii) tenants

BUSINESS OVERVIEW

default, or (iii) hotels are significantly refurbished and leasing to
third parties is not financially attractive. Pandox also believes
hotel operational capabilities allow for better monitoring of ten-
ant performance.

GROWTH DRIVERS

The following factors have been identified by Pandox’s manage-

ment as cash flow growth drivers:

« Market growth: The Company is expected to benefit directly
from the estimated improvement in hotel fundamentals
across its portfolio through increased rental revenues that fol-
lows from revenue-based lease agreements and increased
hotel revenue in operated hotels.

Recent refurbishment: Pandox has concluded several large
investment projects in recent years. These, as well as project
Shark, are set for completion in 2015, and the Company
expects enhanced performance in addition to those following
from market growth as the refurbished hotels return to full
capacity.

Project pipeline: The Company has a pipeline of ongoing and

future refurbishment and repositioning projects within its
portfolio, which it expects to drive cash flow and asset value
growth going forward.

» Operations: Pandox expects continued improvement in effi-
ciency from operated hotels following recent repositioning
and refurbishment activities.

« Interest rate: The Company expects to benefit from the lower
market interest rate once in-place interest rate hedges mature,
as well as lower bank margin when debt facilities are renegoti-
ated.

 Opportunistic acquisitions: Pandox continuously looks for
opportunities where the Company can leverage its hotel
expertise and active ownership model.
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HISTORY AND IMPORTANT EVENTS

Pandox was founded in 1995 by Securum and Skanska.8)

Securum and Skanska’s mission was to take over and

restructure a hotel portfolio and prepare it for subsequent

divestment. In the beginning, Pandox’s portfolio was com-
prised of 18 properties and three small hotel operations. All
of the hotels were located in Sweden, and included a mix of
small and large hotel properties in various conditions. Fol-
lowing the foundation of the Company, the business model
and portfolio management strategy of Pandox was imple-
mented on an asset-by-asset basis, which was followed by
divestment of non-strategic properties, restructuring of rent
agreements, investments and expansion of its geographical
footprint. The following chronology of events includes sig-
nificant developments in the business of Pandox since the

Company’s establishment:

« In 1997, Pandox was listed on the Stockholm Stock
Exchange. The Company’s portfolio was valued at SEK 1.3
billion and the market capitalisation was SEK 520 million.
The initial public offering resulted in 4,000 new share-
holders, and after the listing Pandox expanded rapidly
with acquisitions of larger hotels in strategic locations.
Smaller hotels and hotel operations were divested.

« In 2000, Pandox expanded its geographical footprint to
other parts of Northern Europe through the acquisition of
Hotellus, the property owning company of Scandic, with a
total of 16 hotel properties.

8

In 2004, the Company was acquired by the industrial
investors Eiendomsspar AS and Sundt AS9 through a
public offer. The shares were subsequently de-listed.

After the buy-out from the stock exchange, Pandox grew
in scale as it acquired several large hotels in Berlin, Brus-
sels, Basel, Copenhagen, Stockholm and Malmo.

In 2005, the Company divested 12 hotel properties to Nor-
gani Hotels.

In 2007-2008, Pandox continued its international expan-
sion with two hotel acquisitions in Montreal, Canada.

In August 2010, Pandox announced the acquisition of
Norgani Hotels, with a portfolio of 72 hotel properties
across Sweden, Finland, Norway and Denmark, in a deal
valued close to SEK 10 billion. As a result of the acquisi-
tion of Norgani Hotels, the Company became one of
Europe’s leading hotel property companies.

Following the acquisition of Norgani Hotels, the Com-
pany, together with its largest tenant, Scandic, agreed on a
projected SEK 1.6 billion investment programme (the
Shark project), covering 40 hotel properties in the Nordic
region.

In 2014, Pandox divested a portfolio of 14 hotels in Swe-
den to Fastighets AB Balder, in addition to the Hilton
Docklands Hotel in London which was sold to H.I.G. Capi-
tal. Total proceeds from the divestments amounted to SEK
2.7 billion, or approximately 12 per cent above Pandox’s
estimate of market value as of 31 December 2013.

Securum was a Swedish state company founded in 1992, i.e. during the financial crisis in Sweden 1990-1994, for the purpose of taking on and unwinding bad debt from

the partly state-owned bank Nordbanken. Skanska is a Swedish based project development and construction company.

9.

Sundt AS was divided between Helene Sundt AS and CGS Holding AS in 2007.
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THE PROPERTY PORTFOLIO

As of 31 March 2015, Pandox’s property portfolio comprised 104
hotel properties with a total of 21,969 rooms across eight coun-
tries. The assessed market value of the property portfolio was
SEK 26,996 million as of 31 March 2015. Pandox’s property port-
folio consists primarily of hotel properties leased on a long-term
basis to external operators. These hotel properties contribute
SEK 21,233 million or 79 per cent of the portfolio’s market value.
The remaining hotel properties, with a market value of SEK
5,763 million or 21 per cent, are owned and operated by Pandox.

Breakdown of portfoliol?

Pandox’s business is organised and reported in two hotel owner-
ship segments: Property management and Operator activities.
Property management comprise owned hotel properties leased

to external operators, whereas Operator activities primarily
include owned hotels operated by Pandox. Each segment is fur-
ther divided into the five geographic areas: Sweden, Norway,
Finland, Denmark, and International.

Pandox’s largest geographical market is Sweden, which as of
31 March 2015 represented 47 per cent of total market value of
the properties and 45 per cent of total number of rooms. The rest
of the Nordic countries, Finland, Norway and Denmark, consti-
tuted a further 31 per cent of total market value of the proper-
ties. International, which comprises the Company’s business in
Belgium, Germany, Switzerland and Canada represented 22 per
cent of total market value of the properties and 21 per cent of
total number of rooms. The following table sets forth an over-
view of the geographic breakdown of the portfolio by market
value of properties and number of rooms as of 31 March 2015:

Market value

of properties Share of total Number Number Share of total
Geographies MSEK market share ofhotels ofrooms number of rooms
Sweden 12,573 47% 52 9,864 45%
Norway 2,739 10% 14 2,503 11%
Finland 3,084 11% 14 3,064 14%
Denmark 2,549 9% 9 1,845 8%
International 6,051 22% 15 4,693 21%
Total 26,996 100% 104 21,969 100%

Pandox’s hotels are primarily located in strategic locations such as city centres, ring roads, airports, exhibition centres and similar

locations that attract a steady demand for rooms and services. Demand for hotel properties in city centre locations in which a majority

of the Company’s hotel properties are located is generally characterised by a mix of business, events and leisure travel. See “Market

overview — Hotel industry development” for more information. The following table sets forth an overview of the breakdown of the

portfolio locations as of 31 March 2015:

Number of hotels per country and micro-location

Geographies City centre Ringroad Airport Other Total
Sweden 30 17 2 3 52
Norway 8 2 1 3 14
Finland 7 2 3 14
Denmark 5 — — 9
International 10 1 1 15
Total 60 28 6 10 104
Number of rooms per country and micro-location

Geographies City centre Ringroad Airport Other Total
Sweden 5,627 3,151 487 599 9,864
Norway 1,494 251 199 559 2,503
Finland 1,862 334 323 545 3,064
Denmark 1,117 728 — — 1,845
International 3,568 625 310 190 4,693
Total 13,668 5,089 1,319 1,893 21,969

There is a relatively similar share of city centre hotels across the portfolio, but it is slightly higher for International. Ring roads
constitute a relatively larger share of rooms in Sweden and Denmark, while Norway and Finland have a relatively larger share of

rooms situated in a resort location (included under Other).

10) The information provided in this section will be updated annually by the Company and whenever material changes occur.
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As of 31 March 2015, the majority of the hotels in Pandox’s portfolio had more than 150 rooms, with Hotel Berlin, Berlin being the
largest with 701 rooms. The average number of rooms per hotel is 211. The following table sets forth an overview of the breakdown of
the portfolio by number of rooms as of 31 March 2015:

Share of total
Number of hotel rooms Number of hotels number of rooms
<100 4 2%
100-149 24 13%
150-199 27 21%
200-249 25 25%
250-299 8 10%
>300 16 29%
Total 104 100%

The following table sets out the average number of rooms per area in Pandox’s portfolio as of 31 March 2015, compared to the national
average in 2014. As shown in the table below, Pandox’s average number of rooms in Sweden, Norway, Finland and Denmark is well
above the national average.11)

Pandox average National average Pandox compared
Geographies hotelrooms hotelrooms  tonational average
Sweden 190 58 3.3%
Norway 179 74 2.4x
Finland 219 80 2.7x
Denmark 205 84 2.4x
International 313 — —
Total 211

Based on ratings of hotel operators by STR Global, the brands on hotels in Pandox’s property portfolio are primarily rated as upper-
midscale or upper upscale/upscale hotels. The chart below shows the distribution of Pandox’s rooms based on brand rating. One
brand can only belong to one chain scale category, even though on an individual basis a hotel can belong or be perceived to belong
to another category.

%, Rooms by Brand Rating Based on STR Chain Scale as of 31 December 2014

“ B Midscale, 1%
M Upper Midscale, 12%
Premium, 59%
Upper Upscale, 15%

Luxory, 2%
B Notranked, 11%

The largest brand by number of rooms is Scandic, whose hotel operations cover approximately 47 per cent of all of the Company’s
rooms. Other large brands include the Nordic Choice brands and Radisson Blu, all of which are well-known hotel brands in the
Nordics. The following table sets forth an overview of the breakdown of the Pandox portfolio by brand as of 31 March 2015:

Hotel brand Number of rooms Number of hotels Countries?
Scandic 10,311 50 SWE, NOR, FIN, DEN, BEL
Nordic Choice brands* 2,630 16 SWE, NOR
Radisson Blu 1,693 7 SWE, NOR, CHE, GER
InterContinental brands** 1,442 5 BEL, GER, CAN
Hilton 1,001 4 SWE, FIN, BEL
First Hotels 985 7 SWE, DEN
Hyatt 605 1 CAN
Elite 452 2 SWE
Best Western 252 2 SWE, FIN
Rantasipi 137 1 FIN
Independent brands 2,461 9 SWE, FIN, DEN, BEL, GER

Total 21,969 104

* Nordic Choice brands includes Comfort Hotel, Quality Hotel, Quality Resort, Clarion Hotel and Clarion Collection
** InterContinental brands includes Crowne Plaza, Holiday Inn and InterContinental.
1 Based on hotels owned by Pandox.

11) National average being the total number of rooms divided by the total number of hotels for each respective market. Information is based on data from Statistics Sweden,
Statistics Norway, Statistics Denmark and Statistics Finland, respectively.
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The Company has achieved average RevPAR at a level above average market RevPAR in its key markets, except for Finland due to neg-
ative short term impacts from ongoing refurbishment projects. The following table sets out Pandox’s average RevPAR compared to
average market RevPAR in 2014 for Pandox’s key markets:

Average Market
Geographies Pandox’s RevPAR, SEK RevPAR, SEK
Sweden 591 484
Denmark 614 477
Finland 411 428
Norway 521 511

Based on SEK with average 2014 foreign exchange rates (DKK/SEK 1.22, EUR/SEK 9.10, NOK/SEK 1.09).

Selection of flagship hotels

Pandox’s property portfolio consists of sizeable hotels in key leisure and corporate locations, primarily in the upper-medium to
high-end segments. It is the Company’s opinion that such hotels provide better business opportunities while simultaneously reducing
risk. The reduced risk is a result of larger hotels in general are delivering stronger cash-flows which, historically, have been easier to
finance. The following table sets forth an overview of the portfolio concentration by number of rooms and market value as of 31 March
2015:12)

Largest hotels Number of rooms Market value (MSEK) Share (%) Accumulated share (%)
1-10 4,075 8,096 30 30
11-20 3,119 4821 18 48
21-30 2,545 3,354 12 60
31-40 2,019 2,716 10 70
41-50 2,046 2,054 8 78
51-104 8,165 5,956 22 100
Total 21,969 26,996 100

LE MCFRIHEIMER

Il:lterletinental, Mo:

12) This data will be updated annually by the Company.
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A selection of flagship hotels in Pandox’s portfolio is found below.

Scandic Copenhagen

« Location Copenhagen
«+ No. of rooms 486

« Tenant Scandic

o Area (sqm) 31,500

Hotel Berlin, Berlin

« Location Berlin
« No. of rooms 701
« Tenant Pandox

o Area (sqm) 41,100

Hilton Stockholm Slussen

« Location Stockholm
« No. of rooms 289
« Tenant Hilton

 Area (sqm) 18,416

The Hotel, Brussels

« Location Bryssel
« No. of rooms 421
« Tenant Pandox

« Area (sqm) 33,000

Elite Park Avenue

« Location Gothenburg
« No. of rooms 317

« Tenant Elite Hotels
« Area (sqm) 22,000
Scandic Park

« Location Helsinki

« No. of rooms 523

« Tenant Scandic

« Area (sqm) 30,000

Scandic Malmen

« Location Stockholm
« No. of rooms 332

« Tenant Scandic

« Area (sqm) 15,100

Radisson Blu Basel

« Location Basel

« No. of rooms 206

« Tenant Rezidor

« Area (sqm) 17,800
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City centre location
A significant modernisation of the hotel was completed in June 2012

Central location close to Kurfiirstendamm
Latest project included a full refurbishment of 200 rooms in 2012

Central Stockholm location
Recent projects include an extension of the conference facilities and a refurbishment
of rooms in 2012-2013

Central location in the Avenue Louise district

‘With the aim of positioning The Hotel as the top meeting hotel of Brussels, a two-year
repositioning and refurbishment project, including redesigned rooms, corridors,
restaurants, lobby, conference areas, fitness centre and public areas, was completed
in late 2013

Strategic location on Kungsportsavenyn in Gothenburg
Substantial refurbishment of the hotel in 2005-2007

Centrally located, just north of central Helsinki
An extensive refurbishment programme with the goal to create Helsinki’s leading
business and meeting hotel was completed in early 2015

Strategically located in Stockholm, near culture and shopping
An upgrade of all rooms and a modernisation of the ground floor was completed in 2014

Location in central Basel close to the old town centre and shopping district
Substantial refurbishment of the hotel was carried out in 2009-2010

BUSINESS OVERVIEW
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Property management

Pandox’s business segment Property management comprises 89
Investment properties with 17,195 rooms across six countries.
In addition, the Company owns one congress centre adjacent to
one of the hotel properties in Helsinki. The hotel properties are,
in general, leased on a long-term basis to well-renowned ten-
ants. In 2014, Pandox had rental income from Property manage-
ment of SEK 1,418 million, and the market value of the Invest-
ment properties portfolio was SEK 21,233 million as of 31
March 2015. The Nordic countries represent the majority of the
segment corresponding to 96 per cent of income Property man-
agement, with Sweden being the largest geographical area with
59 per cent of income Property management. In the Nordic
region, the lease agreement is the predominant agreement struc-
ture, while in Europe and other parts of the world the lease
agreement is less common. This is reflected in the geographical
split of Pandox’s business segments: in the Nordics all of Pan-
dox’s hotel properties, except for three, have lease agreements,
while Pandox only has lease agreements for three of its 15 owned
hotels outside of the Nordics. The following pie chart illustrates
Pandox’s revenue split for 2014 by geography for the segment
Property management:

[ Sweden, 59%

B Denmark, 10%
Norway, 13%
Finland, 14%
International, 4%

Tenants
The majority of Pandox’s tenants consists of well-known hotel
operators with strong hotel brands in their respective markets.
The tenants are both Nordic-oriented hotel operators, such as
Scandic (the largest hotel operator in the Nordics with more
than 200 hotels), Nordic Choice, and the Swedish hotel operator
Elite Hotels, and more globally-oriented operators such as
Rezidor (part of the Carlzon-Rezidor group) and Hilton.

The table below provides information about Pandox’s tenants
as of 31 March 2015:

Numberof Numberof
Tenant rooms hotels
Scandic* 10,739 52
Nordic Choice 2,630 16
Rezidor 965 4
First Hotels 509 4
Elite 452 2
Hilton 289 1
Restel 137 1
Private** 1,474 9
Total 17,195 89

* Scandic's brands include Scandic and two Hilton brand hotels operated by Scandic.

** Private includes tenants operating owned hotel operations either under the brand of
a hotel brand company or under an independent brand.
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Lease structure
Pandox’s leases are primarily linked to hotel revenue and gener-
ally contain a minimum guaranteed rent that provides Pandox
with both operational upside and downside protection. Fixed
leases, meaning those that are not linked to revenue, are annu-
ally adjusted to CPI and are more common for retail and office
properties. Pandox’s preferred agreement structure, the reve-
nue-based lease agreement, typically includes two rent levels: a
higher level of percentage rent based on the operators’ room rev-
enue, as well as operator revenue deriving from conference room
hire. The lower level of percentage rent is applied on other oper-
ator revenue, predominantly food and beverage revenue but also
on operator revenue streams specific to the hotels’ business,
such as garage or spa. With the revenue-based rent structure, the
owner and the operator share incentives for the continuous
development of profitability and return generated by the hotel
property. See also section “Market overview — Hotel market
structure” for information about different agreement types.

Apart from the bankruptcy described in section “Legal con-
siderations and supplementary information — Legal and arbi-
tration proceedings”, the Company has historically had limited
customer losses related to tenants failing to pay the rents.

The following pie chart sets forth an overview of Pandox’s
2014 gross rental income by agreement type:

[ Revenue-based lease
with guarantee, 72%

B Revenue-based lease, 23%
Fixed hotel lease component, 1%

Fixed non-hotel leases, 4%

Lease levels are considered to be long-term sustainable based on
the tenants paying revenue-based rent, and only eight out of 89
revenue-based leases, representing 8.3 per cent, or SEK 118 mil-
lion, of total rental income, were in guarantee territory in 2014
(in 2013 the corresponding figure was 12.1 per cent). Of these
SEK 118 million, 40 per cent relates to minimum rents due to
renovations in Pandox’s Finnish portfolio. For comparison, it
should be noted that the shortfall between guarantee rent and
revenue based rent for these eight leases only represented 1.7
per cent of total 2014 rental income, and that most of the short-
fall occurred in hotels under refurbishment or repositioning.

As of 31 March 2015, Pandox had, based on 2014 rental
income equal to SEK 1,418 million, a WAULT of 8.7 years. The
lease maturity profile is staggered, with 2017 and 2022 being the
years during which most leases expire (primarily related to the
Norgani transaction and covers hotels that have recently been
refurbished and are, from Pandox’s perspective, hotel properties
in strategic locations with an interest from both the hotel tenant
and the hotel owner to stay in a long term commitment). New
contracts or renegotiations are typically for 10—20 years.
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The following chart sets forth an overview of Pandox’s lease
maturity profile as of 31 December 2014:13)
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Maintenance and capital expenditure

The split of maintenance and capital expenditure between the
tenant and the owner in hotel lease agreements is an important
feature that differentiates hotel properties from other real estate
segments, such as office properties. Hotel tenants are normally
responsible for the maintenance of all rooms, restaurants, lobby
areas and other public areas, including FF&E. Hotel owners are
generally responsible for investments in the properties and
maintenance such as technical installations and, generally, bath-
rooms. Investments typically raise the standard of the hotel, in
turn improving its competitiveness and profitability and result-
ing in increased revenue-based rent for the hotel owner and
increased profitability for the operator. Pandox believes that the
hotel owner is, over time, responsible for investments amount-
ing to a smaller amount compared to an owner of a typical office
property due to the long-term contracts and the hotel tenant’s
maintenance and capital expenditure responsibility. Pandox
assesses that hotel tenants contribute more than 50 per cent of
total investments over time.

Pandox Asset Management

Within Pandox Asset Management, the Company manages hotel
properties on behalf of external owners. Pandox Asset Manage-
ment was founded in 2015, and there are three reasons that Pan-
dox has chosen to do this: (i) to strengthen Pandox’s position
towards the operators; (ii) to counter the consolidation taking
place on the operator side; and (iii) to allow Pandox to collect
additional business intelligence.

Its current portfolio includes eight hotels with a total of 1,505
rooms in Oslo, Norway, and the Pelican Bay Lucaya Resort in the
Grand Bahama Island, with 186 rooms. The Oslo portfolio and
the Pelican Bay Lucaya Resort are owned by Pandox’s owners
Eiendomsspar AS, Helene Sundt AS and CGS Holding AS,
respectively.1¥) Even though Pandox Asset Management is not a
prioritised area of growth, Pandox may come to expand it if the
Company obtains enquiries from additional hotel property own-
ers. Income from asset management is reported under the Prop-
erty management segment, except for the hotel property Pelican
Bay Lucaya Resort, which is reported in the Operator activities
segment.

13) Pandox will only report this information once a year going forward.

The table below displays the current asset management

assignments.

Hotel Number of rooms
Oslo, Norway 1,505
Clarion Collection Hotel Folketeatret 160
Clarion Collection Hotel Gabelshus 114
Scandic Gardemoen 135
Scandic Helsfyr 253
Scandic Holberg 133
Scandic Holmenkollen Park 336
Scandic Oslo City 175
Scandic Victoria 199
Lucaya, Bahamas 186
Pelican Bay, Lucaya, Grand Bahama Island 186
Total 1,691
Operator activities

As of 31 March 2015, Pandox’s business segment Operator
activities comprised 15 Operating properties with a total of
4,774 rooms in five countries and represented 21 per cent of the
total market value of the hotel properties. In addition to being
the owner of the hotel properties, the operations of these hotels
are also owned and executed by Pandox, either through well-
known hotel brands such as Hyatt Regency or Holiday Inn or
through a Company-owned independent brand. In ten of the
Operating properties, eight are operated under a franchised
brand and two are operated under management agreements. In
addition, five Operating properties are operated under an inde-
pendent brand owned by Pandox. In 2014, the international geo-
graphical area represented 93 per cent of the Operating proper-
ties revenue and includes business operations in Belgium, Ger-
many and Canada. In these markets the franchise and manage-
ment agreement models are predominant compared to the Nor-
dic market. Revenue and net operating income from the hotel
operations within owned hotel properties accrues in full to Pan-
dox. In addition to the 15 owned hotel properties, Pandox oper-
ates Grand Hotel Oslo under a lease agreement with the property
owner Eiendomsspar as of 1 March 2015. In 2014, total revenue
Operator activities amounted to SEK 1,598 million and the fol-
lowing pie chart illustrates Pandox’s revenue split for 2014 by
geography for the segment Operator activities:

. I Denmark, 6%

B Finland, 2%

International, 93%

A part of Pandox’s active ownership model is competence within
hotel operations. Pandox can choose to operate hotels when it is
not possible to sign a lease agreement on attractive terms or the
lease agreement is not an option due to different market stan-
dards (such as in the North American market). Having in-house
operating capabilities allows Pandox to mitigate the effects of the
industry trend where international hotel companies focus

14) For further information see section “Legal considerations and supplementary information — Related party transactions”.
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Grand Hotel Oslo

increasingly on distribution, loyalty and brand development as
opposed to property and hotel operations. The ability to take
over the Operations of a hotel further reduces operational risk
when lease agreements mature, tenants default, or hotels are
being significantly refurbished and leasing to third parties is not
financially attractive. Operational capabilities also allow for bet-
ter monitoring of tenant performance.

In the Operator activities segment the hotel operations reve-
nue and income accrues to Pandox. Revenue includes room rev-
enue, meaning number of sold rooms multiplied by average
room rate, food and beverage revenue, conference room hire and
other revenue streams specific to the hotel in question. Costs
include personnel, which is the largest single cost item, and cov-
ers for instance front office, housekeeping and sales. Other cost
line items include cost of goods sold, overhead costs and other
hotel related expenses. Pandox works actively with revenue and
distribution strategies for optimisation of the hotels’ topline per-
formance. On the cost side the most important factor includes
productivity including forecasting, planning and follow-up of
staffing resources at every single point in time for the operations.
Pandox considers several of the hotels to still be in a ramp-up
phase.

Owned and operated hotels

Pandox currently operates 15 owned hotels with a total of 4,774
rooms. In June 2015, Pandox will take over the hotel operations
of the hotels already owned by the Company; Mr. Chip Hotel in
Kista with 150 rooms and Radisson Blu Lillehammer in Norway
with 303 rooms. In January 2016 Pandox will take over the hotel
operations of another hotel already owned by the Company, the
Quality Hotel & Resort Fagernes in Norway with 139 rooms.

When operating a hotel, the Company enters into a franchise
or management agreement with a brand or develops its own
independent brand. The companies that Pandox enters into
franchise and management agreements with are well-known and
leading hotel companies such as InterContinental, Hyatt, Radis-
son and Hilton. As of 31 March 2015, Pandox’s owned and oper-
ated hotels have the following agreements with external brands:
four have franchise agreements with InterContinental (two
Crowne Plazas and two Holiday Inns), two have franchise agree-
ments with Radisson Blu, one has a franchise agreement with
Hilton, one has a franchise agreement with First, one has a man-
agement agreement with Hyatt, and one has a management
agreement with InterContinental. In addition, five hotels were
operated under a Pandox owned brand: Hotel BLOOM! Brus-
sels, Hotel Berlin, Berlin, Hotel Korplampi in Espoo, The Hotel
Brussels, and Urban House Copenhagen.

! *HOTELLI KORPILAMPI
The Hotel =t £

" hotelbloom! e s
Grand Hotel Oslo

Grand Hotel Oslo, owned by Pandox’s owner Eiendomsspar AS,
is, as of 1 March 2015, operated by Pandox under a revenue-
based lease agreement!5) under a 15-year contract. An estimated
NOK 135 million refurbishment programme, of which Pandox’s
share will be NOK 15 million, is planned.

15) For further information see section “Legal consideration and supplementary information — Related party transactions”.
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Projects

Pandox is continuously screening and evaluating refurbishment
projects within the existing portfolio and has a long track record
of hotel property refurbishment projects.

Large projects are normally executed throughout periods of
low activity in the hotels, in order to minimise the effects on daily
hotel operations. Depending on the seasonality of the specific
hotel property, such periods typically occur around Christmas,
Easter or during summer. Consequently, it may take somewhat
longer to carry out the project. However, it is the Company’s
view that this is the most financially beneficial way of executing
the projects. The materialisation of future cash flow growth gen-
erally takes several years depending on the projects’ size and
scope. In the first phase, the renovated capacity is added back to
the hotel’s inventory and the hotel property regains market
shares, followed by a phase of step-by-step increased market
shares and, consequently, RevPAR above pre-renovation levels.

Pandox typically divides projects into four categories; (i)
technical improvements in Investment and Operating proper-
ties, (ii) renegotiated/new lease agreements with an investment
component for both the owner and operator, (iii) refurbishment
projects within framework of existing lease agreements, and (iv)
FF&E and repositioning projects within Operating properties.
While (i) has a limited effect on future cash flows, (ii) — (iv) isa
large component of future cash flow generation, all other things
being equal.

The occurrence of refurbishment projects depends on several
factors and the frequency of past refurbishment projects is no
guarantee that future refurbishment projects will be undertaken
at the same frequency, or at all.

The Shark project

Following Pandox’s acquisition of Norgani Hotels in 2010, Pan-
dox entered into an agreement with its largest tenant, Scandic, to
refurbish and upgrade 40 hotels for a total of SEK 1.6 billion of
which Pandox’s part amounted to SEK 1.0 billion. In connection
therewith, the lease agreements for the hotels in the project,
called Shark, were renegotiated with improved conditions for
Pandox (a higher percentage rent). The Shark project is in its
final phase and is expected to be completed according to the time
plan during 2015. The project has remained within the original
budget.

The Shark project comprises city centre hotels as well as ring
road/highway hotels. The city centre hotels include well-known
properties such as Scandic Malmen in Stockholm, Scandic Park
in Helsinki and Scandic Solli in Oslo. The ring road/highway
hotels include Scandic Kungens Kurva, Scandic Backadal and
Scandic Klaralven, all located in Sweden.

Examples of projects within Project Shark

Scandic Park Helsinki, Finland: The property has undergone
total refurbishment with the goal of creating Helsinki’s leading
business and meeting hotel. With a budget of EUR 35 million, of
which Pandox’s part amounted to EUR 23 million, it forms the
largest sub-project within project Shark. The investment
included a refurbishment of all existing 513 rooms, an addition
of ten new rooms and a thorough upgrade of the hotel’s public
areas and exterior. Finally, the addition of a new banquet and
ballroom, a top floor meeting and lounge area, and an upgrade of
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all conference rooms enables the hotel to offer what Pandox
considers to be the best meeting facilities in Helsinki.

Scandic Solli Oslo, Norway: Scandic Solli has been refurbished
into one of Scandic’s flagship hotels in Oslo. The original rooms
and bathrooms have been refurbished, preserving the original
functionalist character of the building. During 2013, a new
building section comprising 35 new rooms and a large meeting
room with capacity for up to 200 people was added to the hotel.
During the first half of 2014, the last part of the project, which
included a new lobby and reception area, an upgraded restau-
rant area and new shop and break-out areas, was completed.
Pandox’s part of the investment amounted to NOK 58 million
out of a total of NOK 86 million.

Scandic Elmia, Jonkoping, Sweden: With the goal of creating
Jonkoping’s leading full service hotel adjacent to the Elmia fair,
Scandic Elmia underwent a SEK 118 million upgrade during
2012 and 2013, of which Pandox invested SEK 80 million. The
project included refurbishment of 140 rooms and bathrooms,
and construction of an additional 64 rooms in a new building
structure. The hotel has been given a modern profile and design
as well as upgraded conference facilities, a new restaurant and a
refurbished and upgraded lobby.

Hilton Helsinki Strand, Finland: The hotel property, operated
by Scandic under the Hilton brand, will be fully refurbished dur-
ing 2015 in order to strengthen the position of the hotel in Hel-
sinki’s premium segment. Total investment amounts to EUR 8
million, of which Pandox’s part amounts to EUR 4 million, and
includes a comprehensive refurbishment of the public areas and
anew design, and refurbishment of all rooms, as well as an over-
all improvement of the technical installations.

It is the Company’s opinion that the upgraded hotel properties
within the scope of the project have been well received in each
respective market. Increased rental income has already materi-
alised and is expected to increase further from both increased
occupancy and higher average room rate, as the hotels gain mar-
ket shares.

Current projects

Pandox has a number of continuous refurbishment and reposi-
tioning projects within the property portfolio. As of 31 March
2015, the Company’s committed investment projects amounted
to SEK 560 million. The following sets forth an overview of some
of the most important ongoing refurbishment and repositioning
projects as of 31 March 2015:

Property management:

Scandic Crown Gothenburg, Sweden: A renegotiated long-term
lease contract with the operator for refurbishment and upgrade
of 130 rooms, upgrade of the meeting areas including an expan-
sion of conference areas as well as a new food and beverage con-
cept. The investment project is expected to be executed during
2015-2016.

Scandic Winn Karlstad, Sweden: A renegotiated long-term
lease contract with the operator for refurbishment of all 199

BUSINESS OVERVIEW

53



54

rooms and the conversion of inefficient areas into a large confer-
ence room with capacity for up to 250 people. Furthermore, the
lobby will be upgraded as well as the food and beverage outlets.
The investment project is expected to be executed during
2015-2016.

Quality Ekoxen Linkoping, Sweden: A renegotiated long-term
lease contract with the operator for refurbishment of all 190
rooms and bathrooms, upgrade of the meeting and public areas,
and the improvement of technical installations. In addition,
premises used as office areas will be converted to 15 new rooms.
The investment project is expected to be executed during 2015—
2016.

Scandic Park Stockholm, Sweden: A renegotiated long-term
lease contract with the operator for refurbishment of the 201
rooms and upgrade of the hotel’s lobby, food and beverage areas
and technical installations. The investment project is expected to
be executed during 2016-2017.

Scandic Jarva Krog, Sweden: A renegotiated long-term lease
contract with the operator for refurbishment of the public areas
in the same design concept that was developed for the highway
hotels in the Shark project, an upgrade of the hotel’s technical
standards and renovation of the kitchen and service areas. The
investment project is expected to be executed during 2016—2017.

Scandic Molndal, Sweden: A renegotiated long-term lease con-
tract with the operator for refurbishment of the hotel and rooms
in the same design concept that was developed for the highway
hotels of the Shark project. The investment project is expected to
be executed during 2016—2017.

Elite Park Avenue Gothenburg, Sweden: A renegotiated long-
term lease contract with the operator for upgrade of the 317
rooms, extension of the hotel with 16 additional rooms and a
new meeting facility of approximately 1,000 sqm, as well as a
modernisation of the hotel’s food and beverage outlets. The
investment project is expected to be completed in 2017.

Elite Stora Hotellet Jonkoping, Sweden: A renegotiated long-
term lease contract with the operator for conversion of inefficient
areas into 35 new rooms and the refurbishment of another 32
bathrooms as well as upgrade of property related installations.
The investment project is expected to be completed in 2017.

Quality Resort Hafjell, Norway: The hotel is planned to be con-
verted to approximately 100 apartments when the current lease
expires on 31 August 2016.

Operator activities:

Radisson Blu Lillehammer, Norway: In June 2015, Pandox will
take over the operations of the Pandox owned hotel property
Radisson Blu Lillehammer with 303 rooms, where a renovation
project is also expected to be completed towards the end of 2016,
and the work will be done in stages in order to minimise the
impact on daily hotel operations.

BUSINESS OVERVIEW

Case studies on specific projects

Pandox targets sizeable underperforming hotel properties in
strategic locations, that can be refurbished, restructured or repo-
sitioned and where the Company’s active ownership strategy and
expertise can be leveraged. This creates the conditions for attrac-
tive financial performance and long-term value creation. In
recent years, Pandox has acquired several underperforming
hotels that have subsequently been refurbished and reposi-
tioned.

Urban House Copenhagen, Denmark: Pandox assumed the
responsibility for running the previously Omena-branded hotel
next to the Copenhagen Central Station in 2014. A comprehen-
sive refurbishment programme was initiated to create a new
hybrid concept between a traditional hotel and a modern design
hostel. The concept includes the offer of large common areas,
which facilitate interaction, meetings and socialisation, in com-
bination with a greater selection of room types than in a tradi-
tional hotel. Of the 225 rooms in the hotel, 70 are doubles, and
155 are dorms which cater for 4, 6, 8 or 10 guests respectively
with a total of 950 beds. Urban House Copenhagen opened on 1
March 2015 and the refurbishment programme will be finished
during the second quarter of 2015.

The Hotel, Brussels: The Hotel Brussels, formerly Hilton Brus-
sels, was acquired in 2010 and is located in the Avenue Louise
district in central Brussels. Pandox assumed operational respon-
sibility in 2011 and then commenced an extensive two-year
repositioning and refurbishment project with the aim of estab-
lishing the hotel as the top meeting hotel of Brussels. In the city,
one of the strongest increasing business segments is governmen-
tal delegations, as the city is becoming increasingly important as
avenue for NATO and EU meetings. The project included the
redesign and upgrade of rooms, corridors, restaurants, bar,
lobby and public areas. In addition, the meeting and conference
areas were expanded and upgraded and the 27-storey building
was equipped with a new spa and fitness centre, modern energy
systems and a more streamlined layout and logistics. From the
beginning, Pandox has actively been working to optimise the
hotel operations, as well as providing support for revenue-, dis-
tribution-, and productivity management. The project was car-
ried out according to plan and generated positive results in 2014
with a significant room rate growth and increased room reve-
nues well above pre-renovation levels. The Company believes
that there is still potential for cash flow growth.

Radisson Blu Basel, Switzerland: The Radisson Blu Basel was
acquired in 2005. The hotel is centrally located close to the old
town and shopping district, and comprises 206 rooms, large
conference areas, restaurant and a relaxation area. At the time of
the acquisition the hotel was in need of an upgrade to strengthen
the identity of the hotel for it to retake its position as one of the
leading business hotels of the city.

After negotiations with the tenant, Rezidor, in 2008, an
agreement with new rent levels was negotiated along with an
investment programme of CHF 17 million, of which Pandox’s
part amounted to CHF 10 million. The investment to increase
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the hotel’s competitiveness included a total FF&E refurbishment
of 60 rooms and upgrade of the remaining rooms, as well as a
total refurbishment of the food and beverage outlets together
with a new kitchen, upgrade of conference facilities and relax-
ation areas as well as improvement of technical installations.
With the refurbishment project, conditions were in place for
attracting the market share in the meeting and business segments,
as well as a stronger product appeal for the leisure segment. The
refurbishment programme was executed in 2009 and 2010 and
since completion, the hotel has experienced increased rental
income with over 65 per cent over pre-refurbishment levels.

Hotel Bloom! Brussels, Belgium: The hotel, with 305 rooms,
extensive public-, food and beverage- and conference areas was
acquired in the autumn of 2005 and then operated under a man-
agement contract as Mercure Royal Crown Hotel. The hotel was
in bad condition and was underperforming in terms of profile,
revenues, profitability and quality, and was in need of a major
investments.

Pandox believed that significant measures were required to
turn the hotel around and a new strategic plan was adopted with
four cornerstone areas of improvement: (i) repositioning of the
hotel towards the more profitable business- and meeting seg-

Scandic Malmen, Stockholm
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ments, (ii) new management and a new brand name that both
were in need of inspiration (the name Hotel Bloom! was created
with inspiration from the adjacent botanical garden and the
Mercure brand was ended to position the hotel as an indepen-
dent hotel with a lifestyle character), (iii) a product repositioning
plan of EUR 13 million was deployed in 2006—2007 in accor-
dance with the Bloom concept that included an extensive refur-
bishment of the hotel including all 305 rooms, a large and lively
lobby area and a new restaurant concept of SmoodsS (the confer-
ence department was upgraded in the same style as the rest of
the hotel and a new gym and breakfast area were created), and
(iv) operational productivity and flexibility measures as well as
handling of a large portion of redundancies, to create a new
organisational culture to take the hotel to a good level of profit-
ability.

The hotel is today well regarded by both business and leisure
guests. The negative cash flows from operations back in 2005
have gradually been transformed to a steady and positive cash
flow generation from the property. Market penetration in 2005
was 0.75 (RevPAR in the hotel compared to its competitive set,
i.e. competing hotels) and in 2014 0.96. However, the largest
impact on cash flow and value comes from productivity mea-
sures within the hotel operations.

=
=
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Portfolio
Property management
Hotel City Location Type oflease?)  Operator/Brand No of rooms
Sweden
Best Western Mora Hotell & Spa Mora City centre oG Private/Best Western 140
Clarion Hotel Grand, Helsingborg Helsingborg City centre OG Nordic Choice Hotels/Clarion Hotel 158
Clarion Hotel Grand, Ostersund Ostersund City centre OG Nordic Choice Hotels/Clarion Hotel 176
Elite Park Avenue Hotel, Gothenburg Gothenburg City centre OG Elite/Elite Hotels 317
Elite Stora Hotellet, Jénképing Jonkoping City centre oG Elite/Elite Hotels 135
First Hotel Grand, Bords Bords City centre OG Private/First Hotels 158
First Hotel Martenson, Halmstad Halmstad City centre OG First/First Hotels 103
First Hotel Royal Star, Stockholm Stockholm Exhibition centre OG Private/First Hotels 103
Hilton Stockholm Slussen Stockholm City centre O Hilton/Hilton 289
Mr Chip Hotel, Kista Stockholm City centre oG Private/Independent 150
Quality Hotel Ekoxen, Linkoping Linkoping City centre OG Nordic Choice Hotels/Quality Hotel 190
Quality Hotel Luled Luled City centre oG Nordic Choice Hotels/Quality Hotel 218
Quality Hotel Park, Sodertélje Sodertdlje City centre O Nordic Choice Hotels/Quality Hotel 157
Quality Hotel Prince Phillip, Stockholm ~ Stockholm Ringroad OG Nordic Choice Hotels/Quality Hotel 208
Quality Hotel Prisma, Skovde Skovde City centre OG Nordic Choice Hotels/Quality Hotel 107
Quality Hotel Winn, Gothenburg Gothenburg Ringroad oG Nordic Choice Hotels/Quality Hotel 121
Radisson Blu Arlandia Hotel, Arlanda Stockholm Airport oG Rezidor/Radisson Blu 339
Radisson Blu Hotel, Malmo Malmé City centre OG Rezidor/Radisson Blu 229
Scandic Alvik, Stockholm Stockholm Ringroad OG Scandic/Scandic 324
Scandic Backadal, Gothenburg Gothenburg Ringroad OG Scandic/Scandic 236
Scandic Billingen, Skévde Skévde City centre O Scandic/Scandic 124
Scandic Bollnds Bollnas City centre OG Scandic/Scandic 114
Scandic Crown, Gothenburg Gothenburg City centre O Scandic/Scandic 338
Scandic Elmia, Jénkoping Jonkoping Exhibition centre OG Scandic/Scandic 283
Scandic Ferrum, Kiruna Kiruna City centre oG Scandic/Scandic 171
Scandic Grand, Orebro Orebro City centre o] Scandic/Scandic 221
Scandic Hallandia, Halmstad Halmstad City centre O Scandic/Scandic 156
Scandic Hasselbacken, Stockholm Stockholm City centre 0OG Scandic/Scandic 113
Scandic Helsingborg Nord Helsingborg Ringroad oG Scandic/Scandic 237
Scandic Jarva Krog, Stockholm Stockholm Ringroad O Scandic/Scandic 215
Scandic Kalmar Vast Kalmar Airport oG Scandic/Scandic 148
Scandic Klaralven, Karlstad Karlstad Ringroad OG Scandic/Scandic 143
Scandic Kramer, Malmo Malmo City centre O Scandic/Scandic 113
Scandic Kungens Kurva, Stockholm Stockholm Ringroad OG Scandic/Scandic 257
Scandic Linkoping Vast Linkoping Ringroad oG Scandic/Scandic 150
Scandic Lulea Luled Ringroad OG Scandic/Scandic 160
Scandic Malmen, Stockholm Stockholm City centre OG Scandic/Scandic 332
Scandic Mélndal, Gothenburg Gothenburg City centre O Scandic/Scandic 208
Scandic Norrkoéping Nord Norrképing Ringroad oG Scandic/Scandic 150
Scandic Park, Stockholm Stockholm City centre O Scandic/Scandic 201
Scandic Plaza, Bords Bords City centre O Scandic/Scandic 169
Scandic S:t Jérgen, Malmo Malmo City centre oG Scandic/Scandic 288
Scandic Segevang, Malmo Malmo Ringroad OG Scandic/Scandic 166
Scandic Star Sollentuna Stockholm City centre OG Scandic/Scandic 269
Scandic Sundsvall Nord Sundsvall Ringroad OG Scandic/Scandic 159
Scandic Sodertdlje Sodertdlje Ringroad OG Scandic/Scandic 131
Scandic Umea Syd Umead Ringroad oG Scandic/Scandic 161
Scandic Winn, Karlstad Karlstad City centre O Scandic/Scandic 199
Scandic Orebro Vast Orebro Ring road oG Scandic/Scandic 204
Scandic Ostersund Syd Ostersund Ringroad OG Scandic/Scandic 129
Stadshotellet Princess, Sandviken Sandviken City centre OG Private/Independent 84
Vildmarkshotellet, Kolmarden Norrkoping Resort oG Private/Independent 213
Total 9,864

1 O = Revenue based, OG = Revenue based with guarantee, 10 = Internal revenue based, M = Management agreement, FR = Franchise agreement.
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E—— .
Property management, cont.
Hotel City Location Type oflease)  Operator/Brand No of rooms
Norway
Clarion Collection Hotel Nordic Choice Hotels/Clarion
Arcticus, Harstad Harstad Ringroad OG Collection Hotel 75
Nordic Choice Hotels/Clarion
Clarion Collection Hotel Bastion, Oslo Oslo City centre O Collection Hotel 99
Comfort Hotel Bgrsparken, Oslo Oslo City centre oG Nordic Choice Hotels/Comfort Hotel 248
Comfort Hotel Holberg, Bergen Bergen City centre oG Nordic Choice Hotels/Comfort Hotel 149
Nordic Choice Hotels/
Quality Resort Fagernes Fagernes Resort O Quality Hotel & Resort 139
Nordic Choice Hotels/
Quality Resort Hafjel, @yer Qyer Resort OG Quality Hotel & Resort 210
Nordic Choice Hotels/
Quality Resort Kristiansand Kristiansand Resort oG Quality Hotel & Resort 210
Quality Hotel Alexandra, Molde Molde City centre OG Nordic Choice Hotels/Quality Hotel 165
Radisson Blu Hotel Bodg Bodg City centre OG Rezidor/Radisson Blu 191
Radisson Blu Lillehammer Hotel Lillehammer City centre OG Private/Radisson Blu 303
Scandic Bergen Airport Bergen Airport OG Scandic/Scandic 199
Scandic Hotel Bodg Bodg City centre O Scandic/Scandic 113
Scandic Hotel Ringsaker Hamar City centre OG Scandic/Scandic 176
Scandic Solli, Oslo Oslo City centre OG Scandic/Scandic 226
Total 2,503
Denmark
First Hotel Excelsior, Copenhagen Copenhagen City centre OG First/First Hotels 100
First Hotel Mayfair, Copenhagen Copenhagen City centre OG First/First Hotels 106
Scandic Glostrup Copenhagen Ringroad O Scandic/Scandic 120
Scandic Hvidovre Copenhagen Ringroad O Scandic/Scandic 207
Scandic Kolding Kolding Ringroad OG Scandic/Scandic 186
First Hotel Twentyseven, Copenhagen = Copenhagen City centre OG First/First Hotels 200
Scandic Copenhagen Copenhagen City centre O Scandic/Scandic 486
Total 1,405
Finland
Airport Hotel Bonus Inn, Vantaa Vantaa Airport oG Private/Independent 211
Best Western Hotel Pilotti, Vantaa Vantaa Airport oG Private/Best Western 112
Hilton Helsinki Kalastajatorppa Helsinki Ringroad OG Scandic/Hilton 238
Hilton Helsinki Strand Helsinki City centre OG Scandic/Hilton 190
Rantasipi Imatran Valtionhotelli Imatra City centre OoG Restel/Rantasipi 137
Scandic Esbo Esbo Ringroad 0G Scandic/Scandic 96
Scandic Grand Marina, Helsinki Helsinki City centre 0OG Scandic/Scandic 462
Scandic Jyvaskyla Jyvaskyla City centre OG Scandic/Scandic 150
Scandic Kajanus, Kajaani Kajaani Exhibition centre OG Scandic/Scandic 181
Scandic Kuopio Kuopio City centre OG Scandic/Scandic 137
Scandic Marina Congress Center, Helsinki Helsinki City centre OG Scandic/Scandic 0
Scandic Park, Helsinki Helsinki City centre oG Scandic/Scandic 523
Scandic Rosendahl Tampere Resort oG Scandic/Scandic 213
Scandic Tampere City Tampere City centre OG Scandic/Scandic 263
Total 2,913
International
Belgium
Scandic Antwerp Antwerp Ringroad (0] Scandic/Scandic 204
Scandic Grand Place, Brussels Brussels City centre O Scandic/Scandic 100
Switzerland
Radisson Blu Hotel, Basel Basel City centre OG Rezidor/Radisson Blu 206
Total 510
Total, Property management 17,195
1 O = Revenue based, OG = Revenue based with guarantee, 10 = Internal revenue based, M = Management agreement, FR = Franchise agreement.
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Operator activities

Type of
Hotel City Location contract?) Operator/Brand No of rooms
Denmark
First Hotel Copenhagen Copenhagen Other FR Pandox/First Hotels 215
Urban House Copenhagen Copenhagen City centre 10 Pandox/Independent 225
Finland
Hotel Korpilampi, Esbo Esbo Ringroad 10 Pandox/Independent 151
International
Belgium
Crowne Plaza Antwerpen Antwerp City centre FR Pandox/Crowne Plaza 262
Crowne Plaza Brussels - Le Palace Brussels City centre FR Pandox/Crowne Plaza 354
Hilton Brussels City Brussels City centre FR Pandox/Hilton 284
Holiday Inn Brussels Airport Brussels Airport FR Pandox/Holiday Inn 310
Hotel BLOOM], Bryssel Brussels City centre 10 Pandox/Independent 305
The Hotel, Bryssel Brussels City centre 10 Pandox /Independent 421
Germany
Holiday Inn Libeck Libeck Ringroad FR Pandox/Holiday Inn 159
Hotel Berlin, Berlin Berlin City centre 10 Pandox/Independent 701
Radisson Blu Bremen Bremen City centre FR Pandox/Radisson Blu 235
Radisson Blu Dortmund Dortmund Exhibition centre FR Pandox/Radisson Blu 190
Canada
Hyatt Regency, Montreal Montreal City centre M Pandox/Hyatt Hotels 605
InterContinental Montreal Montreal City centre M Pandox/InterContinental 357
Total, Operator activities 4,774
TOTAL 21,969
Leased hotels - Hotels leased by external owners

Type
Hotel City Location of lease Operator/Brand No of rooms
Norway
Grand Hotel Oslo** Oslo City centre O Pandox/Independent 292
Total 292
Asset Management Assignments - Hotels managed on behalf of external owners

Type of
Hotel City Location lease? Operator/Brand No of rooms
The Bahamas
Pelican Bay, Lucaya, Grand Bahama Island* Lucaya Resort AM Sundt AS/Independent 186
Norway
Clarion Collection Hotel Folketeatret***  Oslo City centre AM Nordic Choice Hotels/Clarion Collection 160
Clarion Collection Hotel Gabelhus*** Oslo City centre AM Nordic Choice Hotels/Clarion Collection 114
Scandic Helsfyr*** Oslo Ringroad AM Scandic/Scandic 253
Scandic Holberg*** Oslo City centre AM Scandic/Scandic 133
Scandic Holmenkollen Park*** Oslo Resort AM Scandic/Scandic 336
Scandic Oslo City*** Oslo City centre AM Scandic/Scandic 175
Scandic Victoria*** Oslo City centre AM Scandic/Scandic 199
Scandic Gardermoen*** Oslo Airport AM Scandic/Scandic 135
Total Asset Management 1,691

*

Owned by Pandox’s owners Helene Sundt AS and CGS Holding AS. Pandox is compensated based on a percentage of hotel revenue.

#** Owned by one of Pandox’s owners, Eiendomsspar AS. The hotel is operated by Pandox under a revenue-based lease contract.
#** Owned by one of Pandox’s owners, Eiendomsspar AS. Pandox is compensated based on a percentage of hotel rental revenue.

1 O = Revenue based, OG = Revenue based with guarantee, 10 = Internal revenue based, M = Management agreement, FR = Franchise agreement.

2) AM = Asset management-assignment

BUSINESS OVERVIEW
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ORGANISATIONAL STRUCTURE

Pandox owns and operate hotel properties in eight countries,
across 50 different cities in Northern Europe and Canada. Pan-
dox’s organisation is divided into two hotel ownership segments,
Property management and Operator activities and the Company
has established central group functions for administration,
accounting, financing and communication as well as a revenue
management centre (located in Belgium). Pandox’s manage-
ment is mainly located in Sweden and consists of the CEO, CFO,
IR Manager, Director of Asset and Technical Developments,
Director of International Operations (positioned in Belgium)
and Director of Business Intelligence. See further details in sec-
tion “Board of directors, executive management and auditor”.

Employees

As of 31 March 2015, Pandox had 1,621 employees. Of the total
employees, 1,595 were employed in the segment Operator activ-
ities and 26 were employed in the segment Property manage-
ment. As of 31 March 2015, the Company’s central administra-
tion in Stockholm consisted of 26 employees.

Jan -
Average number of March
employees per country 2015 2014 2013 2012
Sweden 21 22 23 23
Belgium 516 558 521 457
Germany 350 385 392 217
Canada 644 422 376 371
Denmark 68 41 — —
Finland 19 26 26 26
Norway 3 3 4 4
Total 1,621 1,457 1,342 1,098

Invitation to acquire B shares in Pandox Aktiebolag (publ)

Pandox considers its relations with its employees and their
unions to be satisfactory. Over the last five years, however, the
Company has experienced labour strikes at one of its Canadian
properties.

Sustainability and social responsibility

For many years, the hotel industry has placed considerable focus
on environmental and sustainability procedures. Pandox is
active in many countries and strives to conduct its business in
compliance with the environmental demands and expectations
of each country of operation. For Pandox, sustainability efforts
are primarily made through investments in efficiency related
solutions aimed at reducing energy and water consumption.
Pandox also monitors the energy consumption at all its hotels to
measure each hotel’s environmental impact, which data is used
to target actions to reduce consumption. In order to limit the
environmental impact from its investments, Pandox uses suppli-
ers, partners and consultants who have clear and comprehensive
environmental policies. Partnering with hotel operators for spe-
cific investment programmes also enables Pandox to achieve
greater efficiencies in procurement, resulting in better environ-
mental-adapted solutions.

BUSINESS OVERVIEW
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Property valuation reports

The valuation reports below pertaining to Pandox’s properties (the “Property Valuation Reports”) have been issued by independent
expert appraisers on behalf of Pandox. The Property Valuation Reports have been prepared by DTZ Sweden AB, CBRE Hotels, Jones
Lang Lasalle Ltd and Nordic Hotel Consulting, respectively (the “Independent Appraisers”) in October 2014. The Property Valuation
Reports encompass Pandox’s entire property portfolio and estimate that the aggregate value of the properties is SEK 26,645 million1).
As of 31 March 2015, the assessed market value of the Company’s property portfolio was SEK 26,996 million. The difference between
the values in the Property Valuation Reports and Pandox’s valuation of the properties is primarily due to changes in yield levels since
October 2014 and changes in exchange rates. For more information on Pandox’s internal valuations, see note 12 in the section “Histo-
rical annual financial information for 2012-2014".

The Independent Appraisers do not have any substantial interest in Pandox and have agreed to the inclusion of the Property Valua-
tion Reports in this Offering Circular. Information from third parties has been accurately reproduced in this Offering Circular and no
information has otherwise been omitted that could render the reproduced information inaccurate or misleading. No material changes
have occurred since the issuance of the Property Valuation Reports.

D The following exchange rates as of 31 December 2014 have been used to calculate the aggregate value of the properties: CAD: 6.7196; DKK:1.2781; EUR: 9.5155; NOK:1.0516.
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VALUATION REPORT

DTZ Sweden has been instructed by Pandox AB to estimate the market value of 86 hotels and
1 congress centre. Of the total portfolio 52 hotels are located in Sweden, 7 hotels in Denmark,
14 hotels in Norway and 13 hotels and 1 congress centre in Finland. 19 hotels in Sweden, 6 hotels
and 1 congress centre in Finland and 1 hotel in Norway are held leasehold, the remaining 60 hotels
are held freehold. Some of the hotels contain external tenants such as shops or office units. The total
numbers of hotel rooms are 16,685.

Date of valuation is set at 1 October, 2014.

The valuation has been prepared for a Regulated Purpose as defined in the RICS Valuation —
Professional Standards (January 2014) (the Red Book). We understand that our valuation report is
required for inclusion in a Prospectus wich is to be published by Pandox AB for a public offering of
shares. In accordance with the RICS Valuation — Professional Standards, we have made certain
disclosures in connection with this valuation instruction and our relationship with Pandox AB.

The valuation has been prepared in accordance with RICS Valuation — Professional Standards (“Red
Book”), this means that all objects have been inspected by representatives from DTZ between
2012 and 2014.

We confirm that we have sufficient current local and national knowledge of the particular property
markets involved, and have the skills and understanding to undertake the valuation competently. The
valuations have been carried out by valuers qualified for the purpose and acting as external valuers.

We have made various assumptions as to tenure, letting, town planning etc. If any of the information
or assumptions on which the valuation is based is found to be incorrect, the valuation figures might
also be incorrect and should be reconsidered.

The market value at the valuation date 1 October 2014 has been estimated at:

Sweden 12,349,000,000 SEK
Denmark 1,557,500,000 DKK
Finland 336,550,000 Euro
Norway 2,506,300,000 NOK

*Split between freehold, laesehold and ground lease according to the table below.

Freehold Leasehold Ground lease
Sweden 7,317,000,000 4,759,000,000 273,000,000
Denmark 1,557,500,000
Finland 126,150,000 210,400,000
Norway 2,414,000,000 92,300,000

Stockholm 2015-03-18
For and behalf of DTZ Sweden AB

b 0 0> s

SvenErik Hugosson, MRICS Mats Hogstrom, MRICS

Av Samhallsbyggarna auktoriserad fastighetsvarderare
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—  For the Purposes of the European Commission Regulation No. 809/2004 implementing the
Prospectus Directive, we are responsible for this Valuation Report and accept responsibility
for the information contained in this Valuation Report and confirm that to the best of our
knowledge (having taken all considerable care to ensure that such is the case), the
information contained in this Valuation Report is in accordance with the facts and contains no
omissions likely to affect its import. The Valuation Report complies with paragraph 128 to 130
of the ESMA update of CESR’s recommendations for consistent implementation the European
Commission Regulation No. 809/2004 implementing the Prospectus Directive.

— This report is for the use only of the party to whom it is addressed for the specific purpose set
out herein and no responsibility is accepted to any third party for the whole or any part of its
contents saves as set out above. No reliance may be placed upon the contents of the
Valuation Report by any party for any purpose other than in connection with the purpose of the
valuation.
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March 24, 2015 CBHE

Ms. Liia Néu - CFO

Pandox AB CBRE Hotels
Vasagatan 11, 9th floor 145 King Street West, Suite 600
' Toronto, ON' M5H 1J8
E-101 20 Stockhol !
gwedoen 0 Sfockholm T: 416.362.2244
Dear Liia:

Re: Condensed Valuation - InterContinental Montreal and Hyatt Regency Montreal

On behalf of Pandox AB, CBRE Hotels (“CBRE”) prepared an Updated Valuation dated October 10, 2014 of the InterContinental
Montreal (the “InterContinental”) and Hyatt Regency Montreal (the “Hyatt”). CBRE has now been requested to prepare a Condensed
Valuation Report to assist in the preparation of an Initial Public Offering of Pandox Aktiebolag in Sweden. This Condensed Valuation
Report has been prepared in accordance with the requirements in the European Securities and Markets Authority’s update of
the CESR recommendations for the consistent implementation of Commission Regulation (EC) No 809/2004 implementing the
Prospectus Directive.

CBRE prepared its Updated Valuation to assist Pandox AB in its internal review of all of its assets for lending purposes and potentially
bringing in new shareholders into the company. Based on discussions with ownership, our understanding is that the InterContinental
Montreal is leased fee ownership with approximately 17,000 square feet of leased space in the World Trade Centre Montreal and the
Hyatt Regency Montreal is freehold ownership. CBRE visited the Hotels on September 24, 2014. In preparing the valuations, CBRE
reviewed historical operating results from 2009 to 2013, trailing twelve month (“TTM”) results to July 2014 for the InterContinental
and TTM August 2014 for the Hyatt, 2014 budgets and forecasts, current STAR reports and recent comparable hotel trades.

Our valuation assumed annual FF&E reserves will continue to be reinvested into the Hotels to cover any future brand PIP obligations
or building needs. For the InterContinental, we assumed the meeting room lease would not be renewed and existing office space in
the InterContinental would be converted to new meeting space. The cost of this conversion would be funded through FF&E reserves.
For the Hyatt, the contemplated room renovation would start at the earliest in 2016 and would occur over a 3-4 year period. While
this renovation has the potential to max out future reserve amounts, we have assumed reserves would be adequate.

At the request of Pandox, AB, only the Discounted Cash Flow approach to value was used, although knowledge of recent comparable
trades supported valuation parameters selected. Our methodology assumed a valuation date of December 31, 2014. Please note
all dollar amounts are stated in Canadian currency. A summary of the value derived for each Hotel is presented below.

VALUE SUMMARY (CAD)

PROPERTY ROOMS VALUE RANGE PRICE PER ROOM
InterContinental Montreal 357 $49.9M - $53.0M $139,800 - $148,500
Hyatt Regency Montreal 605 $62.5M - $66.1M $103,300 - $109,300
TOTAL 962 $112.4M - $119.1M $117,000 - $124,000
TOTAL VALUE MID-POINT $115.75M $120,000

Sincerely,

_g_’.’éﬁ'ﬂ__ ._:..-'.-'lr'ﬁ{'-"""'rfihéj‘

Bill Stone Deborah Borotsik

Executive Vice President Vice President

CBRE Hotels CBRE Hotels

This disclaimer shall apply to CBRE Limited, Real Estate Brokerage, and to all other divisions of the Corporation (“CBRE”). The information set out herein, including, without limitation, any projections, images, opinions,
assumptions and estimates obtained from third parties (the “Information”) has not been verified by CBRE, and CBRE does not represent, warrant or guarantee the accuracy, correciness and completeness of the Informa-
tion. CBRE does not accept or assume any responsibility or liability, direct or consequential, for the Information or the recipient’s reliance upon the Information. The recipient of the Information should take such steps
as the recipient may deem necessary to verify the Information prior to placing any reliance upon the Information. The Information may change and any property described in the Information may be withdrawn from the
market at any time without notice or obligation to the recipient from CBRE. CBRE and the CBRE logo are the service marks of CBRE Limited and/or its offiliated or related companies in other countries. All other marks
displayed on this document are the property of their respective owners. All Rights Reserved
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30 Warwick Street, London W1B 5NH
tel +44 (0) 20 7493 6040 fax +44 (0) 20 7399 5694
‘A member of the Jones Lang LaSalle group

www_jll.com/hospitality

Valuation Summary

On behalf of Pandox AB, JLL undertook a market valuation of 13 assets in Belgium, Germany and Switzerland that
are contained within the Pandox Portfolio for internal purposes. The valuations were prepared in accordance with the
RICS Valuation — Professional Standards, January 2014. The properties were inspected during a period from 29
September to 1 October 2014, with 1 October 2014 set as the valuation date. We have assumed that no material
changes have happened since the date of Valuation. In this instance, JLL acted as External Valuers.

The 13 assets comprise a mix of mid-market and upscale hotels providing 3,730 guest rooms. Eight of the assets are
located in Belgium, four in Germany and the remaining one in Switzerland. The majority of assets within the portfolio
are held freehold (11 in total), with the exception of one leasehold and one partly freehold and partly leasehold asset.
The operating structure varies across the portfolio through a mix of assets that are owner operated without a brand
affiliation, leased assets or owner operated assets subject to a franchise agreement. Brands include Hilton, Crowne
Plaza, Holiday Inn and Radisson Blu. Three assets which have been leased to third party operators include the
Scandic Hotel Antwerp, Scandic Brussels Grand Place and the Radisson Blu Basel. Four of the hotels have third
party tenancies, The Hotel Brussels, Radisson Blu Basel, Crowne Plaza Antwerp and Radisson Blu Bremen.

To arrive at an estimate of the market value, we prepared an income and expenditure forecast and applied a
discounted cash flow approach of the trading assets. The forecast represents what we believe a potential purchaser
would adopt as being realistic estimates of the hotel’s future income potential. The forecast is prepared for a five-year
period. The net cash flow in Year 5 is used as a basis for future income flows and inflated at an appropriate rate for
Years 6 to 10, having regard to the hotel's prospects and the anticipated level of inflation. A discount rate is then
applied to the first 10 years of projections. The cash flow in the eleventh year is capitalised at an assumed
capitalisation rate, and deferred at the discount rate, and incorporated to arrive at the total investment figure. The
choice of capitalisation rate is selected by reference to historic hotel transaction evidence, yield evidence of other
forms of commercial property, market factors and the age, location and condition of the property. Having arrived at
an estimate of total investment, which we consider reasonable, we then deduct, if appropriate, any capital
expenditure, which an investor would require to spend in the foreseeable future.

In respect of the assets subject to a lease, notably Scandic Brussels and Scandic Antwerp, we approached the
valuation by assuming that the leases will not be renewed at expiry. Upon expiry, we have assumed the hotels will
have the benefit of vacant possession but will be operated subject to a franchise agreement with an international
brand. In both scenarios, we have assumed that the properties will be closed for a period up to six months in order
for renovation work to take place. For the Radisson Blu Basel which is held subject to a lease agreement we have
valued the property on the basis that the current lease will be renewed on the same terms. For the retail unit at The
Hotel and the apartment block (8 units) at the Radisson Blu Basel, we have valued these elements subject to the
Special Assumption a third party letting has been entered into for each individual unit assuming standard market
rental conditions. A Special Assumption is recognised by the RICS and IVSC as a realistic assumption that requires
the valuation to be based on facts that differ materially from those that exist at the Valuation Date.

Upon request, we hereby confirm that, according to the assessment of JLL the aggregate market value of the
freehold and leasehold interests in the individual assets as at 1 October 2014 is €531,600,000 (Five Hundred and
Thirty One Million Six Hundred Thousand Euros), where 75% is related to assets held freehold and 25% relates
to assets held fully or partially leasehold. The assets have been valued in local currencies, with an exchange rate of
1CHF=0.8284 EUR.

This Valuation Summary has been prepared in accordance with the requirements in the European Securities and
Markets Authority’s (ESMA’s) update of the Committee of European Securities Regulators (CESR) recommendations
for the consistent implementation of Commission Regulation (EC) No. 809/2004 implementing the Prospectus
Directive.

London, 2 June 2015

Alister McCutchion - Executive Vice President Ross Petar — Senior Vice President
For and on behalf of Jones Lang LaSalle Ltd

Registered in England and Wales Number 1188567
Registered Office 22 Hanover Square, London, WS LA
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NHC

Ngrre Voldgade 16

1358 Kgbenhavn K, Denmark
Tel: + 45 45821172

Fax: +45 45821176
www.nordichotelconsulting.com

Copenhagen 22/05/15
VALUATION SUMMARY

On behalf of our client Pandox AB, at the request of CFO Liia Ndu, we have prepared a market valuation of three freechold
hotel properties owned and operated by Pandox AB (or affiliate hereof) located in Denmark and Finland. This valuation
summary has been prepared in accordance with the requirements of the European Securities and Markets Authority’s
update of the CESR recommendations for the consistent implementation of Commission Regulation (EC) No 809/2004
implementing the Prospectus Directive The properties are First Hotel Copenhagen, Urban House Copenhagen (former

Omena Hotel Copenhagen) and Hotel Korpilampi. The valuations were dated October 17, 2014.

The method of valuation has been a discounted cash flow analysis based on a 10-year profit and loss statement for the
operations and residual terminal value meaning that the value is based on the present value of the forecasted cash flows
and residual terminal value over the 10-year projection period. For First Hotel Copenhagen the underlying cash-flow
assumption has been a lease agreement with strong covenants whereas for Urban House and Hotel Korpilampi the
underlying cash-flow assumption has the been the operating net income. The 10-year cash flow forecast has been

determined by an analysis of a variety of factors impacting the operations of a hotel such as but not limited to:

= Location of the properties

=  Historical operating performance relative to the market and primary competitors
= Expected future market developments

= Technical condition of the properties and product quality

= Ongoing and planned renovations and CAPEX programs

=  Operating structure of the property (lease agreement, own operations)

First Hotel Copenhagen and Urban House were inspected during 2014 whereas Hotel Korpilampi has been valued as a

”desk-top valation”.

The total value of the three properties, as per the individually conducted valuations, is summarized at a rounded value of
66.280.000 (sixty six million two hundred eighty thousand) Euro. An exchange rate of 7,45 has been applied from
EUR - DKK.

Nordic Hotel Consulting

)\ r

Christian Kielgast
Partner
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Selected financial information

The selected consolidated financial information in summary presented below has been derived from Pandox’s audited historical con-
solidated financial statements for the years ended 31 December 2014, 2013 and 2012, prepared in accordance with IFRS and audited
by the Company’s auditors, in accordance with what is stated in their report which is included in the historical financial statements.
The information has also been derived from Pandox’s unaudited interim report as at and for the period 1 January — 31 March 2015,
prepared in accordance with IFRS and reviewed by the Company’s auditors, in accordance with what is stated in their report which is
included in the interim report.

The following information should be read in conjunction with section “Operating and financial review” and Pandox’s audited his-
torical consolidated financial statements and the reviewed interim report for the period January — March 2015 including the related
notes in sections “Historical annual financial information for 2012—2014” and “Interim financial information”, respectively.

CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

MSEK Q12015 Q12014 2014 2013 2012
Property management

Rentalincome 319 344 1,418 1,523 1,540

Other property income 13 14 60 67 55
Revenue Operator activites 367 304 1,598 1,308 1,179
Total revenues 699 663 3,076 2,897 2,774
Costs Property management =72 -81 -292 -313 -293
Costs Operator activites -348 -296 -1,387 -1,200 -1,078
Gross profit 279 287 1,397 1,384 1,403
—whereof gross profit Property management 260 278 1,186 1,277 1,302
—whereof gross profit Operator activities 19 9 211 108 101
Central administration -21 -15 -82 —64 =57
Financeincome 1 1 5 8 14
Finance expenses -115 -145 =541 -615 -600
Profit before changes in value 143 128 779 713 760
Changes in value
Properties, unrealised 363 480 906 376 233
Properties, realised — — 291 — 29
Derivatives, unrealised -33 -163 -622 321 -212
Profit before tax 473 445 1,354 1,409 811
Current tax -5 ~4 -16 -197 -9
Deferred tax -95 -90 -85 -265 -305
Profit for the period attributable to the owners of the Parent Company 374 351 1,253 948 497

Other Comprehensive income
Items that have been or may be reclassified to profit or loss

Translation differences foreign operations -130 123 -3 -32 -82
Other comprehensive income for the period -130 123 -3 -32 -82
Total profit for the period attributable to owners of the Parent Company 244 475 1,250 916 415
Earnings per share before and after dilution, SEKY 2.5 2.3 8.4 6.3 33
Total earnings per share before and after dilution, SEK? 16 32 83 6.1 2.8

1) The average number of shares for calculating earnings per share and the Total earnings per share have been adjusted to take account of the 6:1 split in May 2015.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31-March 31-March 31-Dec 31-Dec 31-Dec
MSEK 2015 2014 2014 2013 2012
ASSETS
Non-current assets
Operating properties 4,001 3,692 4,135 3,591 2,980
Equipment/ Interiors 707 618 723 659 537
Investment properties 21,233 22,588 20,843 21911 21,842
Deferred tax assets 898 788 923 773 801
Other non-current receivables 28 24 26 45 10
Total non-current assets 26,867 27,710 26,651 26,979 26,170
Current assets
Inventories 10 9 11 10 7
Current tax assets 42 27 44 60 11
Trade accounts receivable 115 125 153 160 147
Prepaid expenses and accrued income 75 56 97 66 75
Other current receivables 12 35 11 8 23
Cash and cash equivalents 378 647 321 589 939
Total current assets 632 897 636 891 1,201
Total assets 27,499 28,607 27,287 27,871 27,371
EQUITY AND LIABILITIES
Equity
Share capital 375 375 375 375 374
Other paid-in capital 2,138 2,138 2,138 2,138 1,823
Reserves 247 9 -117 -114 -82
Retained earnings, including profit for the year 8,379 8,381 8,005 8,029 7,281
Equity attributable to owners of the Parent Company 10,645 10,903 10,402 10,429 9,395
LIABILITIES
Non-current liabilites
Interest-bearing liabilities?) 11,600 14,497 11,786 14,402 14,839
Derivatives?) 933 441 900 278 599
Provisions 42 5 54 5 5
Deferred tax liabilities 2,074 1,786 1,993 1,708 1,457
Total non-current liabilities 14,649 16,729 14,732 16,392 16,900
Current liabilites
Provisions 12 — 12 — —
Interest-bearing liabilities?) 1,222 97 1,122 173 181
Tax liabilities 17 24 19 12 31
Trade accounts payable 143 115 189 149 188
Liabilities group companies® 159 33 208 33 33
Other current liabilities 148 121 166 241 259
Accrued expenses and prepaid income 503 585 437 442 384
Total current receivables 2,205 975 2,153 1,050 1,076
Total liabilities 16,853 17,704 16,885 17,442 17,976
Total equity and liabilities 27,499 28,607 27,287 27,871 27,371
Pledged assets 11,635 12,560 15,807
Contingent liabilities 6 4 4

Note: Pledged assets and Contingent liabilities are not reported on a quarterly basis.

1 The reported values of interest-bearing instruments and other financial instruments are a reasonable approximation of their fair value.
2 The derivatives are reported at fair value according to Level 2-valuation according to IFRS, based on observable data, directly or indirectly.

3) Liabilities to group companies amounting to SEK 158.5 million have been repaid in May 2015.
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CONSOLIDATED STATEMENT OF CASH FLOWS

MSEK Q12015 Q12014 2014 2013 2012
OPERATING ACTIVITIES

Profit before tax 473 445 1,354 1,409 811
Reversal of depreciation 32 25 110 102 88
Changes in value, Investment properties, realised — — -291 — -29
Changes in value, Investment properties, unrealised -363 -480 -906 -376 -233
Changes in value, derivatives, unrealised 33 163 622 -321 212
Taxes paid -5 -4 Bl -242 -3
Cash flow from operating activities before changes in working capital 171 149 881 573 846
Increase/decrease in operating assets 12 44 -13 -41 70
Increase/decrease in operating liabilities 33 9 12 8 277
Changes in working capital -21 53 -1 -33 -207
Cash flow from operating activities 150 202 881 540 639
INVESTING ACTIVITIES

Investments in Investment properties =40 -128 -353 -452 -326
Investments in Operating properties =31 =21 -87 -40 -13
Investments in equipment/interiors -15 -10 -88 -169 -196
Divestment of subsidiaries, net affect on liquidity — — 2,607 — 232
Acquisitions of subsidiaries, net affect on liquidity — — — — -560
Acquisitions of financial assets 0 -1 -2 -35 -6
Divestment of financial assets 2 22 24 0 3
Cash flow from investing activities -85 -138 2,101 -696 -866

Note: Investments in Investment properties, Investments in Operating properties and Investments in equipment/interiors will not be reported on a quarterly basis going forward.

FINANCING ACTIVITIES

New share issue — — — 435 —
Group contributions to Parent Company’s shareholders — — -175 — -15
Raised loans — — 422 160 1,396
Amortisation of debt -8 -7 -2,387 -609 -564
Paid dividends — — -1,103 -199 337
Cash flow from financing activities -8 -7 -3,242 -213 481
Cash flow for the year 57 57 -261 -369 253
Cash and cash equivalents at the beginning of year 321 589 589 939 685
Exchange difference in cash and cash equivalents 0 1 Bl 19 1
Cash and cash equivalents at end of period 378 647 321 589 939

Information regarding interest payments
Interest received 1 1 5 8 14
Interest paid -114 -143 -522 -607 -592

Information regarding cash and cash equivalents at end of period
Cash and cash equivalents consist of bank deposit 378 647 321 589 939
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SEGMENT INFORMATION
Quarter 12015
Group and non-

MSEK Property management Operator activities allocated items Total
Revenue Property management

Rental and other property income 332 — — 332

Revenue Operator activites — 367 — 367
Total revenues 332 367 — 699
Costs Property management =72 — — =72
Costs Operator activites — -348 — -348
Gross profit 260 19 — 279
—whereof gross profit Property management 260 — — 260
—whereof gross profit Operator activites — 19 — 19
Central administration — — -21 -21
Financialincome — — 1 1
Financial expenses — — -115 -115
Profit before changes in value 260 19 -135 143
Changes in value
Properties, unrealised 363 — — 363
Derivatives, unrealised — — -33 -33
Profit before tax 623 19 -168 473
Current tax — — -5 -5
Deferred tax — — -95 -95
Profit for the period 623 19 -268 374
Quarter 12015
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue

revenue Property management 193 29 46 49 14 332

revenue Operator activities — 19 — 5 343 367
Properties 12,573 2,549 2,740 3,084 6,050 26,996
Investments in properties 28 19 1 12 26 86
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Quarter 12014
Group and non-

MSEK Property management Operator activities allocated items Total
Revenue Property management

Rental and other property income 359 — — 359

Revenue Operator activities — 304 — 304
Total revenues 359 304 — 663
Costs Property management -81 — — -81
Costs Operator activities — -296 — -296
Gross profit 278 9 — 287
—whereof gross profit Property management 278 — — 278
—whereof gross profit Operator activities — 9 — 9
Central administration — — -15 -15
Financialincome — — 1 1
Financial expenses — — -145 -145
Profit before changes in value 278 9 -159 128
Changes in value
Properties, unrealised 480 — — 480
Derivatives, unrealised — — -163 -163
Profit before tax 758 9 -322 445
Current tax — — 4 4
Deferred tax — — -90 -90
Profit for the period 758 9 -415 351
Quarter 12014
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue

revenue Property management 220 27 44 46 21 359

revenue Operator activities — 13 — 6 286 304
Properties 13,828 2,263 2,689 2910 5411 27,100
Investments in properties 63 9 7 30 50 159
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B B
2014
Group and non-

MSEK Property management Operator activities allocated items Total
Revenue Property management

Rental and other property income 1,477 — — 1,477

Revenue Operator activities — 1,598 1,598
Total revenues 1,477 1,598 — 3,076
Costs Property management -292 — — -292
Costs Operator activities — -1,387 — -1,387
Gross profit 1,186 211 — 1,397
—whereof gross profit Property management 1,186 — — 1,186
—whereof gross profit Operator activities — 211 — 211
Central administration — — -82 -82
Financialincome — — 5 5
Financial expenses — — -541 -541
Profit before changes in value 1,186 211 -618 779
Changes in value
Properties, unrealised 906 — — 906
Properties, realised 291 — — 291
Derivatives, unrealised — — -622 -622
Profit before tax 2,383 211 -1,240 1,354
Current tax — — -16 -16
Deferred tax — — -85 -85
Profit for the period 2,383 211 -1,341 1,253
2014
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue

revenue Property management 869 143 199 205 61 1,477

revenue Operator activities — 90 — 25 1,483 1,598
Properties 12,349 2,578 2,636 3,103 5,839 26,504
Investments in properties 202 34 22 128 141 528
Realised changes in value, properties 249 — — — 42 291
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B B
2013
Group and non-

MSEK Property management Operator activities allocated items Total
Revenue Property management

Rentaland other property income 1,589 — — 1,589

Revenue Operator activities — 1,308 — 1,308
Total revenues 1,589 1,308 — 2,897
Costs Property management -313 — — -313
Costs Operator activities — -1,200 — -1,200
Gross profit 1,277 108 — 1,384
—whereof gross profit Property management 1,277 — — 1,277
—whereof gross profit Operator activities — 108 — 108
Central administration — — —64 —64
Financialincome — — 8 8
Financial expenses — — -615 -615
Profit before changes in value 1,277 108 -671 713
Changes in value
Properties, unrealised 376 — — 376
Properties, realised — — — —
Derivatives, unrealised — — 321 321
Profit before tax 1,652 108 -350 1,409
Current tax — — -197 -197
Deferred tax — — -265 -265
Profit for the period 1,652 108 -812 948
2013
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue

revenue Property management 948 160 193 193 96 1,589

revenue Operator activities — 2 — 23 1,283 1,308
Properties 13,326 2,203 2,620 2,906 5226 26,282
Investments in properties 247 15 51 144 204 661
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2012
Group and non-

MSEK Property management Operator activities allocated items Total
Revenue Property management

Rentaland other property income 1,596 — — 1,596

Revenue Operator activities — 1,179 — 1,179
Total revenues 1,596 1,179 — 2,774
Costs Property management -293 — — -293
Costs Operator activities — -1,078 — -1,078
Gross profit 1,302 101 — 1,403
—whereof gross profit Property management 1,302 — — 1,302
—whereof gross profit Operator activities — 101 — 101
Central administration — — =57 =57
Financialincome — — 14 14
Financial expenses — — -600 -600
Profit before changes in value 1,302 101 -643 760
Changes in value
Properties, unrealised 233 — — 233
Properties, realised 29 — — 29
Derivatives, unrealised — — -212 -212
Profit before tax 1,565 101 -855 811
Current tax — — -9 -9
Deferred tax — — -305 -305
Profit for the period 1,565 101 -1,169 497
2012
Geographical split, MSEK Sweden Denmark Norway Finland International Total
Revenue

revenue Property management 957 97 201 208 132 1,596

revenue Operator activities — 6 — 23 1,150 1,179
Properties 12,851 2,101 2,719 2,737 4,883 25,291
Investments in properties 190 54 30 46 215 535
Realised changes in value, properties 29 — — — — 29
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CERTAIN DEFINITIONS AND KEY FIGURES

The information set out below and in the section “ — Key figures”, covering the financial years 2012-2014 and the first quarters of 2014
and 2015, is of significant value to investors, since it enables a better evaluation of Pandox’s financial condition and results of opera-
tions. The information in the tables below and in the section “ — Key figures” has been calculated based on figures in Pandox’s histori-
cal financial information covering the financial years 2012-2014 and interim report for the period January —March 2015. However,
please note that the tables and calculations have not been included in the Company’s historical financial information and are not
encompassed by the audit report.

Net operating income, MSEK Q12015 Q12014 2014 2013 2012
PROPERTY MANAGEMENT

Investment properties

Rentalincome 319 344 1,418 1,523 1,540
Other property income 13 14 60 67 55
Costs, exclusive costs for Property management -56 64 -229 247 -228
Net operating income before Property management 276 294 1,249 1,342 1,367
Property management -16 -16 -63 -66 -65
Net operating income - equivalent to Gross profit /loss 260 278 1,186 1,277 1,302
OPERATOR ACTIVITIES

Operating properties

Income 367 304 1,598 1,308 1,179
Costs -348 -296 -1,387 -1,200 -1,078
Gross profit/loss 19 9 211 108 101
Add: Depreciation included in costs 32 25 109 102 88
Net operatingincome 51 33 320 209 188
EBITDA-reconciliation, MSEK Q12015 Q12014 2014 2013 2012
Gross profit/loss 279 287 1,397 1,384 1,403
Add: Depreciation included in costs operating activities 32 25 109 102 88
Less: central administration, excluding depreciation. -21 -15 -81 —64 -57
EBITDA 289 296 1,425 1,422 1,434
Cash earnings, MSEK Q12015 Q12014 2014 2013 2012
EBITDA 289 296 1,425 1,422 1,434
Add: Financial income 1 1 5 8 14
Less: Financial expenses -115 -145 =541 -615 -600
Less: Current tax -5 4 -16 -197 -9
Cash earnings 171 149 873 618 839
Net asset value EPRA NAV, MSEK Q12015 Q12014 2014 2013 2012
Recognised shareholders’equity 10,645 10,903 10,401 10,429 9,395
Add: Revaluation of Operating properties 1,054 203 803 121 -68
Add: Fair value of financial derivatives 933 441 900 278 599
Less: Deferred tax assets, related to derivatives -205 -126 -219 -93 -179
Add: Deferred tax liabilities, related to properities 2,011 1,732 1,930 1,653 1,426
EPRA NAV 14,438 13,153 13,816 12,388 11,174
SPECIFICATION OF COSTS

Investment properties, MSEK 2014 2013 2012
Operating costs 37 43 44
Maintenance costs =77 =79 —67
Property tax -84 -95 -86
Site leasehold rent -31 -30 -32
Property administration 63 -66 -65
Costs, Investment properties -292 -313 -293

Note: Specification of costs for Property management is not reported on a quarterly basis.
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Operating properties, MSEK 2014 2013 2012
Employee costs —641 -593 -560
Marketing and sales -151 -132 -113
Repairs and maintenance -28 -26 =22
Other operating costs -458 -348 -295
Depreciation -109 -102 -88
Costs, Operating properties -1,387 -1,200 -1,078
Note: Specification of costs for Operator activities is not reported on a quarterly basis.
KEY FIGURES
Financial data Q12015 Q12014 2014 2013 2012
Return on equity, % 36 33 12.0 9.6 5.4
Equity to asset ratio, % 387 38.1 381 374 343
Loan to value ratio, % 475 539 487 555 594
Interest cover ratio 25 21 2.6 2.3 2.4
Average cost of debt, % -3.4 -39 -3.6 -4.0 -39
Net interest bearing debt, MSEK 12,444 13,948 12,587 13,986 14,081
Investments, excluding acquisitions, MSEK 86.2 159.0 5275 660.7 535.0
Per share data?)
Earnings per share, SEK 2.5 23 8.4 6.3 33
Cash earnings per share, SEK 11 1.0 58 4.1 5.6
Shareholders’ equity per share, SEK 71.0 72.7 69.3 69.5 62.9
Net asset value (EPRA NAV) per share, SEK 96.3 87.7 92.1 82.6 74.8
Dividend per share, SEK2) — — 6.9 14 1.3
Average weighted number of shares, after dilution, thousands 150,000 150,000 150,000 149,412 149,400
Property data
Number of hotels, end of period? 104 119 104 119 119
Number of rooms, end of period? 21,969 24,780 21,969 24,780 24,661
‘WAULT, years 8.7 84 9.0 — —
Property market value, MSEK 26,996 27,101 26,504 26,282 25,291
Market value, Investment properties MSEK 21,233 22,588 20,843 21,911 21,842
Market value, Operating properties MSEK 5,763 4,513 5,660 4,371 3,449

D Retroactively adjusted for share split in May 2015. Total number of outstanding shares after full dilution amounts to 150,000,000, of which 75,000,000 are A shares and 75,000,000
are B shares. For the purpose of comparability, the total number of shares has been used to calculate the key figures.

2) 2014 includes the proposed dividends, as well as the resolved upon extraordinary dividend paid in 2014.

3) Hotel properties owned by Pandox.
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DEFINITIONS

Return on equity, %
Profit or loss for the period, attributable to the shareholders of the parent
company, as a percentage of average equity (shareholders’equity).

Equity to asset ratio, %
Reported shareholders’ equity as a percentage of total assets at the end of
the period.

Loan to valueratio, %
Interest-bearing liabilities as a percentage of the total market value of prop-
erties at the end of the period.

Interest cover ratio
Profit before value changes, plus financial expenses and depreciation,
divided by financial expenses.

Average cost of debt, %
Average interest rate paid as a percentage of current interest-bearing debt.

Net interest bearing debt, MSEK
Total interest-bearing liabilities less cash and cash equivalents.

Investments, excluding acquisitions, MSEK
Investments in properties, excluding acquisitions.

Gross profit, Property management, MSEK
Revenue less directly related costs for Property management.

Gross profit, Operator activities, MSEK
Revenue less directly related costs for Operator activities and depreciation
on fixed assets excluding acquisitions.

Net operating income, Property management, MSEK
Net operating income corresponds to gross profit Property management.
See “— Certain definitions and key figures” for full reconciliation.

Net operating income, Operator activities, MSEK

Gross profit for Operator activities plus depreciation included in costs,
Operator activities. See “— Certain definitions and key figures” for full
reconciliation.

EBITDA, MSEK
Total net operating income less central administration excluding depreci-
ation. See “— Certain definitions and key figures” for full reconciliation.

SELECTED FINANCIAL INFORMATION

Cash earnings, MSEK
EBITDA plus financial income less financial expenses less current tax. See
“Certain definitions and key figures” for full reconciliation.

Cash earnings per share, SEK
EBITDA plus financial income less financial expenses less current tax,
divided by the weighted average total number of shares outstanding.

Earnings per share, SEK
Profit for the period, attributable to the owners of the parent company,
divided by the weighted average total number of shares outstanding.

Shareholders’ equity per share, SEK

Reported shareholder’s equity, attributable to the shareholders of the parent
company, divided by the total number of shares outstanding at the end of
the period.

Net asset value (EPRA NAV) per share, SEK

Recognised equity, attributable to the owners of the parent company,
including reversal of derivatives and deferred tax and revaluation of Oper-
ating properties divided by the total number of diluted shares outstanding at
the end of the period. See “— Certain definitions and key figures” for full
reconciliation.

Dividend per share, SEK
Dividend for the year divided by the total weighted number of diluted shares
outstanding at the end of the period.

Weighted average number of shares, before dilution
The weighted average number of shares incorporates any changes in the
amount of outstanding shares, before dilution, over the reporting period.

Weighted average number of shares, after dilution
The weighted average number of shares incorporates any changes in the
amount of outstanding shares, after dilution, over the reporting period.

Number of hotels
Number of owned hotel properties, at the end of the period.

Number of rooms
Number of rooms in owned hotel properties, at the end of the period.

WAULT (Investment properties), years
Average lease term remaining to expiry, across the Investment property
portfolio, weighted by contracted rental income.

Property market value, MSEK

Market value of Investment properties plus market value of Operating
properties.
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Operating and financial review

The information presented below should be read in conjunction with the section “Selected finan-
cial information” and the Company’s audited consolidated financial statements and the financial
information included in the sections “Historical annual financial information for 2012-2014"

and “Interim financial information”, respectively. The information below contains forward-
looking statements that are subject to various risks and uncertainties. The Company’s actual
results may differ materially from those anticipated in these forward-looking statements as a
result of many different factors, including, but not limited to, those described in section “Impor-
tant information to investors - Forward-looking information” and elsewhere in this Offering
Circular, including those in section “Risk factors”. The audited historical consolidated financial
information and reviewed historical consolidated financial information presented below has
been derived from the sections “Historical annual financial information for 2012-2014” and
“Interim financial information” and have been prepared in accordance with IFRS.

OVERVIEW

Business

Pandox is one of northern Europe’s leading hotel property com-
panies, with a portfolio focused on the Nordic countries. Pandox
is an active owner that combines a large property portfolio with
solid operational knowledge, thereby creating value and new
opportunities across the hotel value chain. Pandox’s strategy is
to own and invest in sizeable hotel properties primarily situated
in strategic locations that present attractive earnings capacity,
value growth opportunities and yield attractive risk-adjusted
returns. Pandox primarily owns full-service hotels in the upper-
medium to high-end segment where the Company has identified
an opportunity to enhance its operating and financial perfor-
mance through both active asset management and targeted capi-
tal investments focused on refurbishment or repositioning. The
Company has invested significant capital for refurbishment,
restructuring and renegotiations of agreements, as well as repo-
sitioning of hotels and hotel operations.

Operating segments

The Company has two operating segments, Property manage-
ment and Operator activities, which together comprise 104
owned hotel properties with an aggregate of 21,969 rooms in
eight countries.

Property management includes the Company’s properties
owned for the purpose of obtaining rental income and value
growth. Property management comprises the Company’s 89
owned hotels, with an aggregate of 17,195 rooms which are
leased through long-term leases to external market-leading
regional hotel operators such as Scandic and Nordic Choice, or
leading international hotel companies such as Hilton and Rezidor.

The Operator activities segment includes 16 hotels with a
total of 5,066 rooms across five countries in Europe and Canada,
which the Company operates through Pandox Operations. Of the
16 hotel properties, 15 hotel properties, with a total of 4,774
rooms, are fully owned by Pandox. The remaining hotel proper-
ties, owned by one of Pandox’s owners Eiendomsspar AS, is the
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Grand Hotel Oslo in Norway, with 292 rooms. This hotel is oper-
ated by Pandox under a 15-year revenue-based lease contract.

In addition, the Company manages various hotel properties
on behalf of external owners through the business section
Pandox Asset Management, and reports its result under the
Property management segment, with the exception of the Peli-
can Bay Lucaya Resort hotel property, which is reported under
the Operating activities segment. The current portfolio includes
eight hotels with a total of 1,505 rooms in Oslo, Norway. The
Oslo portfolio is owned by one of Pandox’s owners, Eiendoms-
spar AS. The Company is compensated based on a percentage of
hotel revenue.

In addition, Pandox holds an asset management assignment
for the 186 room Pelican Bay Lucaya Resort hotel property, indi-
rectly owned by Helene Sundt AS and CGS Holding AS, two of
Pandox’s owners. The Company is compensated based on a per-
centage of hotel revenue.

Within its two operating segments, the Company operates in
five geographic areas: Sweden, Finland, Norway, Denmark and
International (which includes the Company’s business in
Belgium, Germany, Switzerland and Canada).

Factors affecting comparability of financial information
Acquisitions and Divestments

In August 2010, the Company agreed to acquire 50 per cent of
the Norgani Group. On 1 December 2013, the Company com-
pleted its acquisition of the remaining 50 per cent of the Norgani
Group. However, the annual financial information for the years
2012 and 2013 included in this Offering Circular reflects Pandox
accounts as if 100 per cent of the shares in Norgani Group had
been acquired on 1 January 2012. For more information regard-
ing the Norgani acquisition, see “Business Overview—The prop-
erty portfolio—Projects—The Shark project” and Note 1 in sec-
tion “Historical annual financial information for 2012-2014".
In addition, on 31 December 2012, as part of the Norgani trans-
action, the Company acquired four hotel properties in Denmark,
three located in Copenhagen and one in Kolding.
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During the periods under review, the only material divestiture
occurred in 2014, when Pandox divested 14 hotels in Sweden to
Fastighets AB Balder, and the Hilton London Docklands to H.I.G.
Capital. The total proceeds from this divestiture amounted to
approximately SEK 2.7 billion.

Hotels included in Operator activities segment

The Operator activities segment included 10 hotels as of 31
December 2012, 14 as of 31 December 2013 and 15 as of 31
December 2014. In 2013, three hotels located in Germany and
one in Denmark, were transferred from Property management
to Operator activities. During 2013, the lease contracts for Hil-
ton Bremen, Hilton Dortmund and Scandic Liibeck expired on 1
January 2013 for the hotel properties in Dortmund and Liibeck
and on 1 June 2013 for the hotel property in Bremen. At each
expiration date, Pandox assumed responsibility for the hotel
operations under separate franchise agreements, two with Rezi-
dor for the hotels in Dortmund and Bremen, now both Radisson
Blu hotels, and one with InterContinental for the hotel in
Liibeck, now the Holiday Inn Liibeck. In addition, in December
2013, Pandox took over the operations of First Hotel Copenha-
gen, Denmark, and at the same time entered into a franchise
contract with First Hotels.

As of 1 April 2014, Pandox took over the hotel operations for
Omena Hotel in Copenhagen, Denmark. The hotel has changed its
name to Urban House Copenhagen, and as of 1 April 2014, the
hotel property is reported under the Operator activities segment.

Significant factors affecting the Group’s operational and
financial performance

Pandox believes that the factors described below have contrib-
uted to the development of its operational and financial perfor-
mance during the periods under review. These significant factors
include, in particular:

Consumer demand and global economic conditions

The development of the Group’s earnings and the value of its
hotel properties are dependent upon trends within the hotel
market, which is closely linked to the performance of the general
economy and is affected by business activity and personal leisure
spending levels. For more information, see “Market Overview—
Macroeconomic drivers”. While economic trends can be moni-
tored and followed, factors that influence local hotel markets are
significantly more complex and can include local economic con-
ditions, the proportion of new hotel capacity in the market, how
well developed a market is for a brand name and segments, cur-
rency fluctuation and extraordinary events. The effects of macro-
economic factors may be reduced by certain of the Company’s
lease agreement structures, such as minimum guaranteed rental
arrangements or the Company’s diverse geographic locations.

Agreement types and structure

Rental agreements/leases are a common model in the Nordic
region and can be found in other parts of Europe, but are rarer in
the rest of the world. A rental agreement/lease can be structured
in different ways and can be based on different metrics, such as
revenue, result or fixed-fee rent.
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Revenue-based leases are tied to the sales of the hotel opera-
tions. This variety of agreement provides the hotel property
owner with a share of the growth in both the market as a whole
and in changes in market shares, since the rent is increased in
proportion to the revenue generated by the hotel business. In
order to limit any possible risks, these agreements generally pro-
vide a minimum guaranteed rent. In 2014, rental income
amounted to SEK 1,417.8 million, of which 95 per cent, or SEK
1,353.3 million, was derived from revenue-based rent agree-
ments. Of the SEK 1,353.3 million, 77 per cent, or SEK 1,038.4
million, was derived from revenue-based rent agreements that
specify a minimum guaranteed rent and the remaining SEK
314.9 million, was derived from revenue-based rent agreements
without guaranteed rent. Of the SEK 1,038.4 million, SEK 242.3
million consisted of rent that was paid over and above the mini-
mum guaranteed rent.

Result-based leases are those where the hotel property owner
receives a share of the hotel operator’s net operating income.
This type of agreements requires that the hotel property owner is
informed of and given access to the operating company’s
finances and operations. This form of contract can also include a
guaranteed rent. The Company has no result-based lease con-
tracts in its hotel properties portfolio.

Fixed-rent leases provide the lessor with a guaranteed rent
that is typically indexed annually. In 2014, 4 per cent, corre-
sponding to SEK 51.0 million, of the Company’s revenue was
generated from fixed-rent leases, which are leases with non-
hotel tenants situated within the hotel properties. The majority
of these contracts are indexed with CPI.

Franchise agreements are entered into with a hotel brand
company for the hotel property owner’s own operations. The
hotel property owner thereby benefits from a large system that,
among other things, supports the hotel’s overall distribution,
marketing and sales functions. This means that the hotel prop-
erty owner owns the hotel operations, as well as the hotel prop-
erty. Typically, the franchisee pays royalties on the revenues and
booking fees, and additional fees for access to such things as the
franchisor’s loyalty programme or marketing and advertising. In
2014, the Company had entered into franchise agreements for
eight of its 104 hotels. Of these eight hotels, four have franchise
agreements with InterContinental, two have franchise agree-
ments with Radisson, one has a franchise agreement with Hilton
and one has a franchise agreement with First Hotels.

Management agreements, primarily used in the US, UK and
Asia, establish an agency relationship, where a hotel operator is
assigned to operate and manage the hotel on behalf of the hotel
property owner for a management fee, which is often based on
revenues. This means that the hotel property owner owns the
hotel operations, as well as the hotel property. The Company has
two properties in Canada under management agreements.

Investments, project development and investment
programmes

As an active owner of hotel properties, Pandox seeks to develop
and position its hotels through investment and renovation pro-
grammes. For more information, see “Business Overview—The
property portfolio—Projects”. During the periods under review,
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the Company has undertaken significant investments amount-
ing to SEK 527.5 million, SEK 660.7 million and SEK 535.0 mil-
lion for the years ended 31 December 2014, 2013 and 2012
respectively. For the year ended 31 December 2014, the invest-
ments are primarily related to project Shark and investments at
Radisson Blu Arlandia, Radisson Blu Bremen as well as Radis-
son Blu Dortmund.

Seasonality

The hotel industry is seasonal in nature. Based on historical
results, the Company generally expects its revenue to be highest
in the second and the fourth quarter. However, the Company’s
various agreement structures and locations of its properties
reduces the effects of seasonality, as the demand for the Compa-
ny’s hotels varies from property to property and depends upon
location, type of property, and competitive mix within the spe-
cific market.

Interest rates

The Company maintains credit facilities at floating rates of inter-
est. However, these floating interest rates are offset by interest
rate swaps, which the Company enters into in order to extend
fixed interest periods. As of 31 March 2015, interest-rate swaps
amounted to SEK 9,704.9 million. For more information on
developments in the interest rates of the currencies in which the
Company raises debt during the periods under review, please see
“Market Overview—Macroeconomic drivers—Interest rates”.

Exchange rates

The Company conducts portions of its operations in functional
currencies other than its reporting currency, the Swedish krona,
and has assets and liabilities in foreign currencies. The Group’s
policy is to hedge part of its currency exposure by financing hotel
properties in local currencies. The Company does not hedge its
currency exposure arising from shareholder’s equity in non-
Swedish subsidiaries. Transaction exposure, the risk that
exchange rate fluctuations will change the value of a contract
before it is settled, is limited, as revenue and costs are usually in
the same currency. The Group is required to translate its results,
assets and liabilities from local currency into Swedish krona at
market-based exchange rates for each reporting period. When
comparing the Group’s results of operations between periods,
there may be material portions of the changes in the Group’s rev-
enues or expenses between periods that are derived from
exchange rates effects.

Explanation of profit and loss line items

Rentalincome

Rental income relates to income earned from the leasing of hotel
premises, and includes income from Asset Management ser-
vices. In addition to the rent generated by the hotel tenant, four
per cent of the total rental income comes from the rental of
offices and retail outlets located within the hotel properties, and
other minor rental incomes.
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Comparable units and constant exchange rate

The Company calculates revenues for comparable units at a con-
stant exchange rate in order to eliminate the effects of exchange
rate fluctuations and changes in the property portfolio due to
acquisitions and divestments. Comparable units are defined as
properties that have been fully owned during the entire current
period and the corresponding comparative period. Constant
exchange rate is defined as the exchange rate of the current
period, and the corresponding comparative period is recalcu-
lated based on the same rate.

Other property income

Other property income is reported gross, and consists primarily
of the portion of property costs attributable to heat, electricity
and property tax debited to tenants.

Revenue Operator activities

Revenue Operator activities refers to revenues earned by the
Group from operating 15 wholly-owned hotel properties and the
Grand Hotel Oslo, which is owned by one of Pandox’s owners,
Eiendomsspar AS.

Costs Property management

Costs Property management refers to expenses that pertain to
the operation of the Group’s 89 properties included in the Prop-
erty management segment. The costs include operating costs,
such as costs for electricity, heating, water, janitorial services
and maintenance costs, property tax and site leasehold rents. In
addition, this line item includes allocated property administra-
tion expenses. Costs Property management are reported gross,
and the portion of costs debited to tenants for items such as heat,
electricity and property tax is reported as other property income.

Costs Operator activities

Costs Operator activities reflects expenses incurred by the Group
in connection with operating 15 wholly-owned hotel properties
and the Grand Hotel Oslo including depreciation on building,
furniture, fixtures and equipment.

Central administration

Central administration refers to expenses for central administra-
tion of the Group, including costs for central functions such as
executive management, business development, finance, the
board of directors, legal affairs, IT, audit, administration, IR and
depreciation of the machinery and equipment belonging to cen-
tral administration. This line item does not include expenses of
these categories which are allocated to and included in costs
Property management.

Financial income

Financial income refers to interest income on cash equivalents.
Interest income is recognised according to the effective-interest
method as the income is earned.
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Financial expenses

Financial expenses are interest, charges and other expenses aris-
ing when Pandox takes on interest-bearing liabilities. These
expenses are included in the interest expense that is recognised
according to the effective-interest method.

Changes in value of properties, unrealised

Investment properties are recognised at fair value, appraised
using an internal valuation model. Unrealised changes in value
are other changes in value of the Group’s properties that do not
arise from acquisitions or capitalised investment expenditures.
For further information, see section “Historical annual financial
information for 2012—-2014 —Note 1— Accounting Principles”.

Changes in value of properties, realised

Investment properties are recognised at fair value, appraised
using an internal valuation model. Realised changes in value
refer to changes in value from the most recent quarterly report
up to the divestment date for properties divested during the
period after taking into account capitalised investment expendi-
tures during the period. For further information, see section
“Historical annual financial information for 2012—2014—Note
1— Accounting Principles”.

Changes in value of derivatives, unrealised

For financial hedging of forecasted interest flows from borrow-
ing at variable interest rates, interest rate swaps, where the Com-
pany obtains a floating interest rate and pays a fixed interest
rate, are used. Interest-rate swaps are measured at fair value in
the balance sheet. The coupon rate portion is recognised on an
ongoing basis as a component of interest expense. Unrealised
changes in fair value of interest-rate swaps are recognised in
changes in value of derivatives, unrealised. For further informa-
tion, see section “Historical annual financial information for
2012-2014—Note 1— Accounting Principles”.

Current tax

Current tax is tax to be paid or received for the year in question
applying the tax rates that have been enacted or substantially
enacted as of the closing day. Current tax also includes adjust-
ment of current tax that is attributable to earlier periods.

Deferred tax

Deferred tax is calculated according to the balance sheet method
based on temporary differences arising between reported and
fiscal values of assets and liabilities. Deferred tax is measured
based on how the underlying assets or liabilities are expected to
be realised or paid.
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RESULTS OF OPERATIONS
Three months ended 31 March 2015 compared to three
months ended 31 March 2014

Three months ended
31 March

MSEK 2015 2014
Revenues Property management

Rentalincome 3189 3444

Other property income 13.0 14.2
Revenue Operator activities 366.7 304.4
Total revenues 698.6 663.0
Costs Property management =719 -80.6
Costs Operator activities -348.1 -295.7
Gross profit 278.6 286.7
—whereof gross profit Property management 260.0 278.0
—whereof gross profit Operator activities 186 87
Central administration -213 -15.1
Financial income 0.7 1.2
Financial expenses -114.6 -144.9
Profit before changes in value 143.4 1279
Changes in value
Properties, unrealised 363.1 4799
Derivatives, unrealised -33.1 -163.0
Profit before tax 473.4 4448
Current tax 4.7 -39
Deferred tax -94.7 -89.5
Net profit for the period attributable to
owners of the parent company 374.0 3514

Rental income

Rental income for the three months ended 31 March 2015
amounted to SEK 318.9 million compared to SEK 344.4 million
for the three months ended 31 March 2014, a decrease of SEK
25.5 million or 7.4 per cent. For comparable units and at a con-
stant exchange rate, rental income increased by 3.6 per cent, pri-
marily due to higher economic activity in many of Pandox’s mar-
kets resulting in increased demand for hotel rooms and services,
new lease contracts with improved conditions and the reopening
of renovated hotels.

Rental income for Sweden for the three months ended 31
March 2015 amounted to SEK 182.6 million compared to SEK
207.4 million for the three month ended 31 March 2014, a
decrease of SEK 24.8 million or 12.0 per cent. The decrease was
primarily due to the disposal of 14 hotel properties to Fastighets
AB Balder in April 2014. For comparable units, rental income
increased by 5.2 per cent, primarily due to increased demand in
markets such as Stockholm, as well as in several regional cities.

Rental income for Norway for the three months ended 31
March 2015 amounted to SEK 45.8 million compared to SEK
44.1 million for the three months ended 31 March 2014, an
increase of SEK 1.7 million or 3.8 per cent. For comparable units
and at a constant exchange rate, rental income increased by 2.4
per cent primarily due to recently renovated hotel properties
returning to full capacity.
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Rental income for Finland for the three months ended 31
March 2015 amounted to SEK 48.0 million compared to SEK
45.4 million for the three month ended 31 March 2014, an
increase of SEK 2.6 million or 5.6 per cent. For comparable units
and at a constant exchange rate, rental income decreased by 0.3
per cent due to weak market development in Finland resulting
from the country’s current economic situation.

Rental income for Denmark for the three months ended 31
March 2015 amounted to SEK 28.1 million compared to SEK
26.2 million for the three months ended 31 March 2014, an
increase of SEK 1.9 million or 7.4 per cent. The increase was pri-
marily due to a positive market development in Copenhagen,
particularly for hotel properties situated outside the city centre.
For comparable units and at a constant exchange rate, rental
income increased by 2.5 per cent.

Rental income for International for the three months ended
31 March 2015 amounted to SEK 14.4 million compared to SEK
21.3 million for the three months ended 31 March 2014, a
decrease of SEK 6.8 million or 31.8 per cent. The decrease was
primarily due to the disposal of Hilton London Docklands in
April 2014. For comparable units and at a constant exchange
rate, rental income increased by 0.3 per cent in a stable market
environment.

Other property income

Other property income for the three months ended 31 March
2015 amounted to SEK 13.0 million, compared to SEK 14.2 mil-
lion for the three month ended 31 March 2014, a decrease of
SEK 1.2 million or 8.5 per cent. The decrease was primarily due
to the disposal of the 14 hotel properties to Fastighets AB Balder
in April 2014. For comparable units and at a constant exchange
rate, other property income increased by 2.1 per cent.

Revenue Operator activities

Revenue Operator activities for the three months ended 31
March 2015 amounted to SEK 366.7 million compared to SEK
304.4 million for the three month ended 31 March 2014, an
increase of SEK 62.3 million or 20.5 per cent. For comparable
units and at a constant exchange rate, revenue Operator activi-
ties increased by 8.9 per cent as a result of an improved market,
particularly in Montreal, and a gain in market share by recently
renovated and repositioned hotels.

There was no revenue Operator activities for Sweden or Nor-
way, as the Company did not operate its hotel properties in Swe-
den and did not report any income for Norway in the first quar-
ter 2015 and 2014 respectively.

Revenue Operator activities for Finland for the three months
ended 31 March 2015 amounted to SEK 4.9 million compared to
SEK 5.7 million for the three month ended 31 March 2014, a
decrease of SEK 0.8 million or 14.0 per cent. For comparable
units and at a constant exchange rate, revenue Operator activi-
ties decreased by 18.3 per cent due to a weak Finnish domestic
market combined with a weaker demand from the Russian mar-
ket which is important to the hotel.
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Revenue Operator activities for Denmark for the three
months ended 31 March 2015 amounted to SEK 19.2 million
compared to SEK 12.7 million for the three month ended 31
March 2014, an increase of SEK 6.5 million or 51.2 per cent. The
increase was primarily due to a positive market development in
Copenhagen, particularly in hotel properties located outside the
city centre, and a contribution of SEK 2.1 million from proper-
ties reclassified from Property management to Operator activi-
ties. For comparable units and at a constant exchange rate, reve-
nue Operator activities increased by 26.5 per cent.

Revenue Operator activities for International for the three
months ended 31 March 2015 amounted to SEK 342.6 million
compared to SEK 286.0 million for the three month ended 31
March 2014, an increase of SEK 56.6 million or 19.8 per cent.
The increase was primarily due to stronger demand and
increased occupancy on several of Pandox’ markets, particularly
in Montreal, combined with positive effects from recently reno-
vated hotel properties returning to full capacity with increased
market shares in Germany and Brussels. For comparable units
and at a constant exchange rate, revenue Operator activities
increased by 8.7 per cent.

Costs Property management

Costs Property management for the three months ended 31
March 2015 amounted to SEK 71.9 million compared to SEK
80.6 million for the three month ended 31 March 2014, a
decrease of SEK 8.7 million or 10.8 per cent. The decrease was
due to the divestment of 14 hotel properties in Sweden to Fas-
tighets AB Balder and of the Hilton London Docklands to H.I.G.
Capital in 2014, resulting in a decrease in costs Property man-
agement of SEK 8.3 million, of which operating costs accounted
for SEK 2.5 million, maintenance costs of SEK 2.2 million and
property tax costs of SEK 3.6 million.

Costs Operator activities

Costs Operator activities for the three months ended 31 March
2015 amounted to SEK 348.1 million compared to SEK 295.7
million for the three month ended 31 March 2014, an increase of
SEK 52.4 million or 17.7 per cent. The increase was primarily
due to an increase in activity and demand driven by a positive
market environment, as well as recently refurbished hotel prop-
erties by increasing their occupancy rates and thereby gaining
market shares. The increase was also due to an increase of SEK
5.1 million in costs Operator activities resulting from Pandox’s
takeover of Urban House Copenhagen in April 2014. Urban
House Copenhagen was subsequently reported as part of the
Operator activities segment.

Depreciation included in costs Operator activities for the
three months ended 31 March 2015 amounted to SEK 31.9 mil-
lion compared to SEK 24.5 million for the three month ended 31
March 2014, an increase of SEK 7.4 million or 30.2 per cent. The
increase was primarily due to the reporting of Urban House
Copenhagen being moved to Operator activities, as well as acti-
vated investment programmes in The Hotel Brussels, Radisson
Blu Bremen, Radisson Blu Dortmund and Holiday Inn Liibeck.

OPERATING AND FINANCIAL REVIEW

81



82

Gross profit

Gross profit for the three months ended 31 March 2015
amounted to SEK 278.6 million compared to SEK 286.7 million
for the three months ended 31 March 2014, a decrease of SEK
8.1 million or 2.8 per cent.

Gross profit before depreciation for the three months ended
31 March 2015 amounted to SEK 310.5 million compared to
SEK 311.2 million for the three months ended 31 March 2014, a
decrease of SEK 0.7 million or 0.2 per cent. The decrease was
primarily due to the disposal of 14 hotel properties in Sweden to
Fastighets AB Balder and the Hilton London Docklands to H.I.G
Capital during the spring of 2014, which affected gross profit
Property management negatively by SEK 37.4 million between
the first quarter 2015 and the first quarter 2014.

Gross profit for the Property management segment
amounted to SEK 260.0 million for the three months ended 31
March 2015, compared to SEK 278.0 million for the three
months ended 31 March 2014, a decrease of SEK 18.0 million or
6.5 per cent due to the reasons set forth above.

Gross profit for the Operator activities segment amounted to
SEK 18.6 million for the three months ended 31 March 2015,
compared to SEK 8.7 million for the three months ended 31
March 2014, an increase of SEK 9.9 million or 113.8 per cent
due to the reasons set forth above.

Central administration

Central administration for the three months ended 31 March
2015 amounted to SEK 21.3 million compared to SEK 15.1 mil-
lion for the three months ended 31 March 2014, an increase of
SEK 6.2 million. The increase was primarily due to the develop-
ment of common group functions and certain non-recurring
costs.

Financial income

Financial income for the three months ended 31 March 2015
amounted to SEK 0.7 million compared to SEK 1.2 million for
the three months ended 31 March 2014, a decrease of SEK 0.5
million. The decrease was primarily due to lower interest rates
and a decrease in cash equivalents.

Financial expenses

Financial expenses for the three months ended 31 March 2015
amounted to SEK 114.6 million compared to SEK 144.9 million
for the three months ended 31 March 2014, a decrease of SEK
30.3 million. The decrease was primarily the result of the repay-
ment of debt following the divestment of 15 properties in 2014
and lower interest rates on outstanding debt.

Changes in value of properties, unrealised

Unrealised changes in value of properties for the three months
ended 31 March 2015 amounted to SEK 363.1 million. The
increase was primarily due to continued yield compression in the
market, resulting in an effect on the demanded valuation yields
and, therefore, the demanded discount rates throughout a major-
ity of the hotel properties in Pandox’s Investment properties
portfolio. Unrealised changes in value of properties for the three
months ended 31 March 2014 amounted to SEK 479.9 million.
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Changes in value of properties, realised

There were no changes for the three months ended 31 March
2015 or for the three months ended 31 March 2014 as no prop-
erties were sold.

Changes in value of derivatives, unrealised

Unrealised changes in value of derivatives for the three months
ended 31 March 2015 amounted to SEK -33.1 million primarily
due to lower market interest rates. The unrealised changes in
value of derivatives for the three months ended 31 March 2014
amounted to SEK -163 million.

Current tax

Current tax for the three months ended 31 March 2015
amounted to SEK 4.7 million compared to SEK 3.9 million for
the three months ended 31 March 2014, an increase of SEK 0.8
million.

Deferred tax

Deferred tax for the three months ended 31 March 2015
amounted to SEK 94.7 million compared to SEK 89.5 million for
the three months ended 31 March 2014, an increase of SEK 5.2
million. The change was primarily due to improved pre-tax
profit.

Profit or loss for the quarter

The profit for the three months ended 31 March 2015 amounted
to SEK 374.0 million compared to SEK 351.4 million for the
three months ended 31 March 2014, an increase of SEK 22.6
million or 6.4 per cent due to the reasons set forth above.

Year ended 31 December 2014 compared to year ended 31
December 2013

Year Ended 31 December

MSEK 2014 2013
Revenues Property management

Rental income 1,417.8 15225

Other property income 59.5 66.6
Revenue Operator activities 1,598.3 1,307.7
Total revenues 3,075.6 2,896.8
Costs Property management -291.6 -312.5
Costs Operator activities -1,387.1 -1,200.2
Gross profit 1,396.9 1,384.1
-whereof gross profit Property management 1,185.7 1,276.6
-whereof gross profit Operator activities 2112 107.5
Central administration -82.0 -64.0
Financialincome 4.8 7.6
Financial expenses -540.9 -614.7
Profit before changes in value 778.8 713.0
Changes in value
Properties, unrealised 906.3 3755
Properties, realised 290.7 —
Derivatives, unrealised -622.0 320.8
Profit before tax 1,353.8 1,409.3
Current tax -15.9 -197.0
Deferred tax —-85.2 -264.6
Net profit for the year attributable to owners of
the Parent Company 1,252.7 947.7
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Rental income

Rental income for the year ended 31 December 2014 amounted
to SEK 1,417.8 million, compared to SEK 1,522.5 million for the
year ended 31 December 2013, a decrease of SEK 104.7 million
or 6.9 per cent. The decrease was primarily due to the sale of 15
hotel properties during the spring of 2014, resulting in a
decrease in rental income of SEK 126.2 million, and a reclassifi-
cation of 4 properties, from Property management to Operator
activities, resulting in a decrease in rental income with SEK 42.4
million. For comparable units and at a constant exchange rate,
rental income increased by 3.5 per cent due to an expanding
hotel market, new lease contracts with improved revenue-based
rents and the fact that recently renovated hotels have returned to
full operating capacity during 2014.

Rental income for Sweden for the year ended 31 December
2014 amounted to SEK 826.1 million compared to SEK 895.5
million for the year ended 31 December 2013, a decrease of SEK
69.4 million or 7.7 per cent. The decrease was primarily due to
the sale of 14 hotel properties to Fastighets AB Balder in April
2014. For comparable units, the rental income increased by 3.7
per cent due to an expanding hotel market, increased rental
income capacity resulting from the return of recently renovated
hotel properties to full capacity and new lease contracts with
higher rent levels.

Rental income for Norway for the year ended 31 December
2014 amounted to SEK 198.9 million, compared to SEK 192.8
million for the year ended 31 December 2013, an increase of
SEK 6.1 million or 3.2 per cent. At a constant exchange rate, the
increase amounted to 5.0 per cent and was primarily related to
increased rental income due to renovated and extended hotels
returning to full capacity.

Rental income for Finland for the year ended 31 December
2014 amounted to SEK 198.5 million, compared to SEK 188.2
million for the year ended 31 December 2013, an increase of
SEK 10.3 million or 5.5 per cent. At a constant exchange rate, the
increase was only 0.3 per cent, due to relatively large supply
increases in a few Finnish regional cities, which had a negative
effect on the rental income.

Rental income for Denmark for the year ended 31 December
2014 amounted to SEK 133.3 million, compared to SEK 150.0
million for the year ended 31 December 2013, a decrease of SEK
16.7 million or 11.1 per cent. The decrease was primarily due to
the reclassification of Urban House Copenhagen and First Hotel
Copenhagen to Operator activities. For comparable units and at
a constant exchange rate, rental income increased by 6.6 per
cent, primarily due to a strong market in Copenhagen, particu-
larly for hotel properties situated outside the city centre.

Rental income for International for the year ended 31
December 2014 amounted to SEK 61.0 million, compared to
SEK 95.9 million for the year ended 31 December 2013, a
decrease of SEK 34.9 million or 36.4 per cent. The decrease was
primarily due to the sale of Hilton London Docklands in April
2014, and the reclassification of Radisson Blu Bremen as of
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1 June 2013 to Operator activities. For comparable units and
at a constant exchange rate, rental income increased by 1.1
per cent in a stable market environment.

Other property income

Other property income for the year ended 31 December 2014
amounted to SEK 59.5 million, compared to SEK 66.6 million
for the year ended 31 December 2013, a decrease of SEK 7.1 mil-
lion or 10.7 per cent. The decrease was primarily due to the sale
of 15 hotel properties during 2014. For comparable units and at
a constant exchange rate, other property income decreased by
SEK 1.0 million due to lower other property income in Sweden.

Revenue Operator activities

Revenue Operator activities for the year ended 31 December
2014 amounted to SEK 1,598.3 million, compared to SEK
1,307.7 million for the year ended 31 December 2013, an
increase of SEK 290.6 million or 22.2 per cent. The Hotel
Brussels showed a significant increase in market share and reve-
nue generation, and Urban House Copenhagen and First Hotel
Copenhagen were moved to the Operator activities segment after
Pandox's takeover of the hotels’ operations. In addition, the
increase was due to a stronger international hotel market. For
comparable units and at a constant exchange rate, revenue Oper-
ator activities increased by 12.0 per cent, equal to SEK 161.5 mil-
lion of which approximately half was due to the revenue increase
in The Hotel Brussels and the other half was primarily due to a
stronger hotel market in Montreal and Brussels.

There was no revenue Operator activities for Sweden or
Norway, as the Company did not operate its hotel properties in
Sweden and Norway in 2014 and 2013.

Revenue Operator activities for Finland for the year ended 31
December 2014 amounted to SEK 25.4 million, compared to SEK
23.2 million for the year ended 31 December 2013, an increase of
SEK 2.2 million or 9.5 per cent. At a constant exchange rate, the
increase was 4.1 per cent.

Revenue Operator activities for Denmark for the year ended
31 December 2014 amounted to SEK 89.8 million, compared to
SEK 2.0 million for the year ended 31 December 2013, an
increase of SEK 87.8 million. The increase was due to the fact that
the operations of First Hotel Copenhagen were taken over by
Pandox in December 2013 and the operations of Urban House
Copenhagen were taken over by Pandox in April 2014, and there-
fore, the 2014 revenue Operator activities includes the results
from the first year of operations for both hotels.

Revenue Operator activities for International for the year
ended 31 December 2014 amounted to SEK 1,483.1 million, com-
pared to SEK 1,282.5 million for the year ended 31 December
2013, an increase of SEK 200.6 million or 15.6 per cent. At a con-
stant exchange rate, revenue increased by 12.1 per cent. This was
primarily due to a significant revenue increase for The Hotel Brus-
sels upon completion of the hotel’s renovation in October 2013 as
well as strong hotel markets in both Brussels and Montreal.
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Costs Property management

Costs Property management for the year ended 31 December
2014 amounted to SEK 291.6 million, compared to SEK 312.5
million for the year ended 31 December 2013, a decrease of SEK
20.9 million or 6.7 per cent. The decrease was primarily due to
the divestment of 14 hotel properties in Sweden to Fastighets AB
Balder and the Hilton London Docklands to H.I.G. Capital in
2014, resulting in a decrease in operating costs of SEK 6.3 mil-
lion and a decrease of property tax costs of SEK 11.0 million.

Costs Operator activities
Costs Operator activities, including depreciation, for the year
ended 31 December 2014 amounted to SEK 1,387.1 million,
compared to SEK 1,200.2 million for the year ended 31 Decem-
ber 2013, an increase of SEK 186.9 million or 15.6 per cent. The
increase was primarily due to the operations of First Hotel
Copenhagen being taken over by Pandox in December 2013 and
the operations of Urban House Copenhagen being taken over by
Pandox in April 2014, and both hotels were subsequently
reported as part of the Operator activities segment in 2014. In
addition, The Hotel Brussels had its first fully operational year
since the completion of the hotel’s renovation in October 2013,
which increased costs Operator activities due to increased activ-
ity at the hotel resulting from the hotel now being fully opera-
tional. Finally, due to higher activites in the markets in both
Brussels and Montreal, there was a general increase in costs.
Depreciation included in costs Operator activities for the year
ended 31 December 2014 amounted to SEK 109.0 million, com-
pared to SEK 101.7 million for the year ended 31 December
2013, an increase of SEK 7.3 million or 7.2 per cent. The
increase was primarily due to investments in The Hotel Brussels,
Radisson Blu Bremen, Radisson Blu Dortmund and Holiday Inn
Liibeck.

Gross profit

Gross profit for the year ended 31 December 2014 amounted to
SEK 1,396.9 million compared to SEK 1,384.1 million for the
year ended 31 December 2013, an increase of SEK 12.8 million
or 0.9 per cent.

Gross profit before depreciation for the year ended 31 Decem-
ber 2014 amounted to SEK 1,505.9 million, compared to SEK
1,485.8 million for the year ended 31 December 2013, an
increase of SEK 20.1 million or 1.4 per cent. The increase was pri-
marily due to an expanding international hotel market, increased
rental income capacity due to renovated hotel properties return-
ing to full capacity after the renovations and an improved result
from operator activities, partly due to The Hotel Brussels return
to full capacity upon conclusion of the renovation. The increase in
gross profit before depreciation was partly offset by the divest-
ment of 14 hotel properties in Sweden to Fastighets AB Balder
and the Hilton London Docklands to H.I.G. Capital during the
spring of 2014, which affected gross profit in the Property man-
agement segment negatively by SEK 90.6 million between 2014
and 2013.

Gross profit for the Property management segment for the
year ended 31 December 2014 amounted to SEK 1,185.7 million,
compared to SEK 1,276.6 million for the year ended 31 Decem-
ber 2013, a decrease of SEK 90.9 million, or 7.1 per cent, due to
the reasons set forth above. Gross profit for the Operator activi-
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ties segment for the year ended 31 December 2014 amounted to
SEK 211.2 million, compared to SEK 107.5 million for the year
ended 31 December 2013, an increase of SEK 103.7 million or
96.5 per cent resulting from an increase in revenue, which
exceeded the increase in expenses Operator activities due to the
reasons set forth above.

Central administration

Central administration for the year ended 31 December 2014
amounted to SEK 82.0 million, compared to SEK 64.0 million for
the year ended 31 December 2013, an increase of SEK 18.0 mil-
lion or 28.1 per cent. The increase was primarily due to costs for
external valuations of the Pandox hotel portfolio and legal costs of
a one-off character.

Financial income

Financial income for the year ended 31 December 2014
amounted to SEK 4.8 million compared to SEK 7.6 million for
the year ended 31 December 2013, a decrease of SEK 2.8 mil-
lion, primarily due to a planned decrease in cash equivalents.

Financial expenses

Financial expenses for the year ended 31 December 2014
amounted to SEK 540.9 million, compared to SEK 614.7 million
for the year ended 31 December 2013, a decrease of SEK 73.8
million. The decrease was primarily due to a decrease in total
interest bearing liabilities from SEK 14,574.8 million as of 31
December 2013 to SEK 12,908.1 million as of 31 December
2014, together with lower borrowing margins and lower market
interest rates.

Changes in value of properties, unrealised

Unrealised changes in value of properties for the year ended 31
December 2014 amounted to SEK 906.3 million. The increase
resulted from lower discount rates and improved net operating
income forecasts. Unrealised changes in value of properties for the
year ended 31 December 2013 amounted to SEK 375.5 million.

Changes in value of properties, realised

Realised changes in value of properties for the year ended 31
December 2014 amounted to SEK 290.7 million due to the
divestment of 15 hotel properties during 2014, of which SEK
41.6 million are attributable to the divestment of Hilton London
Docklands to H.I.G. Capital and the remaining SEK 249.1 mil-
lion were attributed to the 14 properties in Sweden sold to Fas-
tighets AB Balder. The profits resulted from the divestments
being valued at lower discount rates than those used by the Com-
pany in its internal valuations. No realised changes in value of
properties were reported for the year ended 31 December 2013.

Changes in value of derivatives, unrealised

Unrealised changes in value of derivatives for the year ended 31
December 2014 amounted to SEK -622.0 million compared to
SEK 320.8 million for the year ended 31 December 2013 due to a
substantial reduction of the market interest rates during 2014,
which had a direct negative impact on the market value of deriva-
tives.
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Current tax

Current tax for the year ended 31 December 2014 amounted to
SEK 15.9 million, compared to SEK 197.0 million for the year
ended 31 December 2013, a decrease of SEK 181.1 million. The
decrease was primarily due to tax costs of a one-off character in
2013 of SEK 170.0 million, of which SEK 138.8 million was
related to the Swedish Tax Authority’s reassessment notice of a
sale of a portfolio of hotel properties via non-Swedish subsidiar-
ies dating back to 2005. Other Swedish real estate companies
have received similar reassessment notices in connection with
sale of properties with the same arrangement. In addition, a tax
cost of SEK 31.2 million arised due to a reassessment of taxation
in relation to the acquisition of a German hotel property dating
back to 2006.

Deferred tax

Deferred tax for the year ended 31 December 2014 amounted to
SEK 85.2 million, compared to SEK 264.6 million for the year
ended 31 December 2013, a decrease of SEK 179.4 million. The
decrease in 2014 compared to the previous year was primarily
due to non-taxable income relating to sale of properties.

Profit and loss for the year

The profit and loss for the year ended 31 December 2014
amounted to SEK 1,252.7 million, compared to SEK 947.7 mil-
lion for the year ended 31 December 2013, an increase of SEK
305.0 million, due to the reasons set forth above.

Year ended 31 December 2013 compared to year ended
31 December 2012

Year ended 31 December
in SEK millions 2013 2012

Revenues Property management

Rental income 1,522.5 1,540.4

Other property income 66.6 55.1
Revenue Operator activities 1,307.7 1,1789
Total revenues 2,896.8 2,774.4
Costs Property management -312.5 -293.1
Costs Operator activities -1,200.2 -1,078.1
Gross profit 1,384.1 1,403.2
—whereof gross profit Property management 1,276.6 1,302.4
—whereof gross profit Operator activities 107.5 100.8
Central administration -64.0 -57.2
Financialincome 7.6 141
Financial expenses -614.7 -599.7
Profit before changes in value 713.0 760.4
Changes in value
Properties, unrealised 375.5 2329
Properties, realised — 294
Derivatives, unrealised 320.8 -2121
Profit before tax 1,409.3 810.6
Current tax -197.0 -9.0
Deferred tax -264.6 -305.1
Net profit for the year attributable to owners of
the Parent Company 947.7 496.5

Rental income
Rental income for the year ended 31 December 2013 amounted
to SEK 1,522.5 million, compared to SEK 1,540.4 million for the
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year ended 31 December 2012, a decrease of SEK 17.9 million or
1.2 per cent. During 2013, reclassifications of hotel properties
from Property management to Operator activities affected rental
income negatively by SEK 34.7 million. In December 2012, Pan-
dox acquired four hotel properties located in Denmark whereof
three in Copenhagen and one in Kolding. Rental income increase
due to these acquisitions amounted to SEK 48.7 million in 2013.
In 2012, two hotel properties in Sweden were divested, affecting
comparability by SEK 4.6 million between 2012 and 2013. For
comparable units and at a constant exchange rate, rental income
decreased by 0.9 per cent, primarily as a result of planned reno-
vation programmes in a large number of hotel properties (Proj-
ect Shark) and as a result of a weak Finnish market due to weak
economic activity in the country and a lower demand from
Russian customers.

Rental income for Sweden for the year ended 31 December
2013 amounted to SEK 895.5 million, compared to SEK 906.9
million for the year ended 31 December 2012, a decrease of SEK
11.4 million or 1.3 per cent. The decrease was primarily due to
renovations in a large number of properties, primarily relating to
project Shark. For comparable units and adjusted for the divest-
ment of two hotel properties in Sweden in 2012, rental income
decreased by 0.5 per cent in 2013 compared to 2012.

Rental income for Norway for the year ended 31 December
2013 amounted to SEK 192.8 million, compared to SEK 201.1
million for the year ended 31 December 2012, a decrease of SEK
8.3 million or 4.1 per cent. The decrease was primarily due to
exchange rate effects. At a constant exchange rate, rental income
increased by 1.0 per cent, although renovations had a negative
effect on capacity on one property in Oslo.

Rental income for Finland for the year ended 31 December
2013 amounted to SEK 188.2 million, compared to SEK 204.2
million for the year ended 31 December 2012, a decrease of SEK
16.0 million or 7.8 per cent. At a constant exchange rate, the
decrease amounted to 6.8 per cent and was primarily due to a
weaker Finnish hotel market as a result of the lower activity in
the Finnish economy, as well as decreased demand from Russian
customers. Major capacity additions in the Tampere hotel mar-
ket also contributed to the decline in rental income for 2013.

Rental income for Denmark for the year ended 31 December
2013 amounted to SEK 150.0 million, compared to SEK 96.0
million for the year ended 31 December 2012, an increase of
SEK 54.0 million or 56.3 per cent. Of the increase, SEK 48.7 mil-
lion was primarily due to the acquisition of four hotel properties
in Denmark. For comparable units and at a constant exchange
rate, rental income increased by 6.9 per cent, due to a stronger
Copenhagen market and increased rental income after the com-
pletion of the renovations to the property portfolio that were car-
ried outin 2010 and 2011.

Rental income for International for the year ended 31
December 2013 amounted to SEK 95.9 million, compared to
SEK 132.1 million for the year ended 31 December 2012, a
decrease of SEK 36.2 million or 27.4 per cent. The decrease was
primarily due to the reclassification of three hotels from Prop-
erty management to Operator activities in Germany. For compa-
rable units and at a constant exchange rate, rental income
increased by 0.2 per cent. The relatively moderate growth in
most markets was effected by a decrease in rental income from
the London property in 2013 compared to 2012 due to the Olym-
pic Games held in 2012.
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Other property income

Other property income for the year ended 31 December 2013
amounted to SEK 66.6 million, compared to SEK 55.1 million
for the year ended 31 December 2012, an increase of SEK 11.5
million or 20.9 per cent. The increase was primarily due to the
acquisition of four hotels in Denmark, as well as increases in
other property income in the Swedish and Danish property port-
folios. For comparable units and at a constant exchange rate,
other property income increased by 15.2 per cent.

Revenue Operator activities

Revenue Operator activities for the year ended 31 December
2013 amounted to SEK 1,307.7 million, compared to SEK
1,178.9 million for the year ended 31 December 2012, an
increase of SEK 128.8 million or 10.9 per cent. The increase was
primarily due to Pandox’s takeover of operations in three hotel
properties in Bremen, Dortmund and Liibeck during 2013. For
comparable units and at a constant exchange rate, revenue
Operator activities increased by 3.1 per cent, equal to SEK 36.0
million, due to positive market development, particularly in
Brussels and Montreal during the last quarter. In addition, The
Hotel Brussels became fully operational in October 2013 and
contributed SEK 32.3 million to the revenue increase.

There was no revenue Operator activities for Sweden or Nor-
way, as the Company did not operate its hotel properties in Swe-
den and Norway in 2013 and 2012.

Revenue Operator activities for Finland for the year ended 31
December 2013 amounted to SEK 23.2 million, compared to
SEK 22.9 million for the year ended 31 December 2012, an
increase of SEK 0.3 million or 1.3 per cent.

Revenue Operator activities for Denmark for the year ended
31 December 2013 amounted to SEK 2.0 million, compared to
SEK 6.1 million for the year ended 31 December 2012, a
decrease of SEK 4.1 million.

Revenue Operator activities for International for the year
ended 31 December 2013 amounted to SEK 1,282.5 million,
compared to SEK 1,149.9 million for the year ended 31 Decem-
ber 2012, an increase of SEK 132.6 million or 11.5 per cent. The
increase was primarily due to Pandox’s takeover of operations in
three hotel properties in Bremen, Dortmund and Liibeck during
2013. For comparable units and at a constant exchange rate, rev-
enue Operator activities increased by 3.2 per cent, equal to SEK
35.5 million, as a result of positive market developments, partic-
ularly in Brussels and Montreal during the last quarter. In addi-
tion, The Hotel Brussels was fully operational from October
2013 and contributed SEK 32.3 million to the revenue increase.

Costs Property management

Costs Property management for the year ended 31 December
2013 amounted to SEK 312.5 million, compared to SEK 293.1
million for the year ended 31 December 2012, an increase of
SEK 19.4 million or 6.6 per cent. The increase was primarily due
to maintenance costs in connection with major refurbishment
projects, increased property tax costs due to acquired hotel
properties in Denmark, and increased property tax costs in the
existing Danish portfolio.
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Costs Operator activities

Costs Operator activities for the year ended 31 December 2013
amounted to SEK 1,200.2 million, compared to SEK 1,078.1
million for the year ended 31 December 2012, an increase of
SEK 122.1 million or 11.3 per cent. The increase was primarily
due to Pandox’s takeover of operations in three hotel properties
in Bremen, Dortmund and Liibeck and as a result of positive
market development and higher activity levels in the hotels in
Brussels and Montreal. In addition, The Hotel Brussels became
fully operational in October 2013, and its costs Operator activi-
ties increased in line with the increased activites.

Depreciations included in costs Operator activities for the
year ended 31 December 2013 amounted to SEK 101.7 million,
compared to SEK 87.5 million for the year ended 31 December
2012, an increase of SEK 14.2 million or 16.2 per cent. The
increase was primarily due to Pandox’s takeover of operations
for hotel properties in Bremen, Dortmund and Liibeck, as well as
increased depreciation concerning The Hotel Brussels due to its
renovations projects.

Gross profit

Gross profit for the year ended 31 December 2013 amounted to
SEK 1,384.1 million compared to SEK 1,403.2 million for the
year ended 31 December 2012, a decrease of SEK 19.1 million or
1.4 per cent.

Gross profit before depreciation for the year ended 31 Decem-
ber 2013 amounted to SEK 1,485.8 million, compared to SEK
1,490.7 million for the year ended 31 December 2012, a decrease
of SEK 4.9 million or 0.3 per cent. The decrease was primarily due
to renovation programmes in a large number of hotel properties
(project Shark) and for the hotel properties in Bremen, Dortmund
and Liibeck, which had a negative effect on earning capacity. In
addition, the decrease was also partially due to a weak Finnish
market resulting from weak economic activity in the country, as
well as decreased demand from Russian customers.

Gross profit for the Property management segment for the
year ended 31 December 2013 amounted to SEK 1,276.6 million,
compared to SEK 1,302.4 million for the year ended 31 December
2012, a decrease of SEK 25.8 million or 2.0 per cent, attributable
to a decrease in rental income combined with an increase in
expenses Property management due to reasons set forth above.

Gross profit for the Operator activities segment for the year
ended 31 December 2013 amounted to SEK 107.5 million, com-
pared to SEK 100.8 million for the year ended 31 December 2012,
an increase of SEK 6.7 million or 6.6 per cent, as the increase in
revenue Operator activities exceeded the increase in costs Opera-
tor activities due to the reasons set forth above.

Central administration

Central administration for the year ended 31 December 2013
amounted to SEK 64.0 million, compared to SEK 57.2 million
for the year ended 31 December 2012, an increase of SEK 6.8
million or 11.9 per cent. The increase was primarily due to
increased costs for external consultancy fees in relation to vari-
ous due diligence activities.
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Financial income

Financial expenses for the year ended 31 December 2013
amounted to SEK 7.6 million, compared to SEK 14.1 million for
the year ended 31 December 2012, a decrease of SEK 6.5 million.
The decrease was primarily due to a planned decrease in cash
equivalents.

Financial expenses

Finance cost for the year ended 31 December 2013 amounted to
SEK 614.7 million, compared to SEK 599.7 million for the year
ended 31 December 2012, an increase of SEK 15.0 million. The
increase was primarily due to higher borrowing margins and the
acquisition of four Danish hotel properties in December 2012.

Changes in value of properties, unrealised

Unrealised changes in value of properties for the years ended

31 December 2013 and 2012 amounted to SEK 375.5 million
and SEK 232.9 million in 2012, respectively. This change was
due to improved net operating income forecasts, combined with
lower discount rates.

Changes in value of properties, realised

There were no realisation of changes in value of properties for
the year ended 31 December 2013 since Pandox did not divest
any properties in 2013. Realised changes in the value of proper-
ties for the year ended 31 December 2012 corresponded to a gain
of SEK 29.4 million relating to the divestment of two hotel prop-
erties in Sweden.

Changes in value of derivatives, unrealised

Unrealised changes in value of derivatives for the year ended 31
December 2013 amounted to SEK 320.8 million compared to
SEK -212.1 million for the year ended 31 December 2012. The
increase was due to a change in market interest rates.

Current tax

Current tax for the year ended 31 December 2013 amounted to
SEK 197.0 million, compared to SEK 9.0 million for the year
ended 31 December 2012, an increase of SEK 188.0 million. The
increase was primarily due to tax costs of a one-off character in
2013 of SEK 170.0 million, of which SEK 138.8 million was
related to the Swedish Tax Authority’s reassessment notice of

a sale of a portfolio of hotel properties through non-Swedish
subsidiaries that dated back to 2005. Other Swedish real estate
companies have received similar reassessment notices in con-
nection with the sale of properties with the same arrangement.
In addition, a tax cost of SEK 31.2 million arised due to reassess-
ment of taxation in relation to the acquisition of a German hotel
property dating back to 2006.
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Deferred tax

Deferred tax for the year ended 31 December 2013 amounted to
SEK 264.6 million, compared to SEK 305.1 million for the year
ended 31 December 2012, a decrease of SEK 40.5 million. The
decrease was primarily due to a reassessment of the Company’s
use of loss carry-forwards as well as the reporting of deferred
taxes relating to Investment properties.

Profit or loss for the year

The profit for the year ended 31 December 2013 amounted to
SEK 947.7 million, compared to SEK 496.5 million for the year
ended 31 December 2012, an increase of SEK 451.2 million due
to the reasons set forth above.

LIQUIDITY AND CAPITAL RESOURCES

Sources and uses of cash

The Group primarily generates cash flow through the ownership
and operation of the Group’s hotel properties in accordance with
its business model. As an active owner of its hotel properties,
Pandox invests in various investment, development and renova-
tion programmes. From time to time, the Group receives pro-
ceeds of sales from the divestments of hotel properties and
invests capital in the acquisition of hotel properties.

The Group generally receives rental income in advance from
its tenants, while the Group’s Operating activities typically
receive revenue from operations in arrears. The Group pays a
large part of its operating and interest expenses in arrears. In
sum, the Group considers its working capital financing require-
ments to be relatively limited.

The Group prepares liquidity forecasts on an ongoing basis.
The consolidated liquidity forecast forms the basis of the Group’s
borrowing or investment requirements and control of the overall
liquidity situation and need for liquidity reserves. The Group
maintains a long-term aim for the level of liquidity in the form of
any liquidity reserves (bank funds, liquid rent-bearing place-
ments and forecasted positive cash flows in 12 months) and
credit facilities in an amount corresponding to at least 12 months’
known outgoing payments including interest payments and cur-
rent repayments or repayments that have been decided on.

The Group’s financing primarily consists of long-term credit
arrangements with interest bearing liabilities distributed across
four lenders and six currencies as of 31 December 2014. See
“~Liquidity and capital resources—Borrowing and funding
sources”.

The Group maintains a central bank account through which
liquid assets are held in an interest-bearing transaction account.
The Group also invests in fixed term bank deposits from time to
time. As of 31 March 2015, the Group maintained credit facili-
ties in the total amount of SEK 6,439.4 million. As of 31 March
2015, SEK 4,860.9 million was drawn under the facilities.
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The table below sets out the maturity structure of the Group’

financial debt as at 31 March 2015.

S

Netinterest,

interest swaps,

Capital tied Interest negative
Year due up? loans? value? Total

SEK millions

2015 1,112.8 20.7 30.8 515
2016 936.7 11.7 37.8 49.5
2017 224.2 32 34.2 37.4
2018 3137.8 332 225 55.7
2019 6,049.6 102.9 8.7 111.6
2020 and later 1,360.8 19.6 146.6 166.4
Total 12,8219 191.3 280.8 4721

1 Excluding amortisations.

2) Calculation based on ending balance as of 31 March 2015 and actual interest rates as
of the same date and implies an estimated yearly interest expense for the different

During 2015, SEK 1,112.8 million in loans are due for refinanc-

ing. The refinancing process has started and present lenders
have expressed their intentions to stay as lenders.

Working capital
The Group believes that its existing working capital together

with available credit facilities and forecasted cash flows from the

operations are sufficient to meet the Company’s present working

capital requirements over the next twelve month period.

maturity periods.
Cash flows
MSEK Q12015 Q12014 2014 2013 2012
OPERATING ACTIVITIES
Profit before tax 473 445 1,354 1,409 811
Reversal of depreciation 32 25 110 102 88
Changes in value, Property management, realised — — -291 — -29
Changes in value, Property management, unrealised -363 -480 -906 -376 -233
Changes in value, derivatives, unrealised 33 163 622 -321 212
Taxes paid -5 4 -7 -242 -3
Cash flow from operating activities before changes in working capital 171 149 881 573 846
Increase/decrease in operating receivables 12 44 -13 -41 70
Increase/decrease in operating liabilities -33 9 12 8 =277
Change in working capital -21 53 -1 -33 -207
Cash flow from operating activities 150 202 881 540 639
INVESTING ACTIVITIES
Investments in Investment properties =40 -128 -353 -452 -326
Investments in Operating properties =31 -21 -87 -40 -13
Investments in equipment/interiors -15 -10 -88 -169 -196
Divestment of subsidiaries, net effect on liquidity — — 2,607 — 232
Acquisitions of subsidiaries, net effect on liquidity — — — — -560
Acquisitions of financial assets 0 -1 -2 -35 —6
Divestment of financial assets 2 22 24 0 3
Cash flow from investing activities -85 -138 2,101 -696 -866

Note: Investments in Investment properties, investments in Operating properties and investments in equipment/interiors will not be reported on a quarterly basis going forward.

FINANCING ACTIVITIES

New shareissue — — — 435 —
Group contributions to Parent Company shareholders — — -175 — -15
New loans — — 422 160 1,396
Amortisation of debt -8 -7 -2,387 -609 -564
Paid dividends - - -1,103 -199 -337
Cash flow from financing activities -8 -7 -3,242 -213 481
Cash flow for the period 57 57 -261 -369 253
Cash and cash equivalents at beginning of period 321 589 589 939 685
Exchange differencesin cash and cash equivalents 0 1 -7 19 1
Cash and cash equivalents at end of period 378 647 321 589 939
Information regarding interest payments

Interest received 1 1 5 8 14
Interest paid -114 -143 -522 -607 -592
Information regarding cash and cash equivalents at end of period

Cash and cash equivalents consist of bank balances 378 647 321 589 939
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Cash flow from operating activities
The cash flow from operating activities amounted to SEK 150 mil-
lion for the three months ended 31 March 2015, compared to SEK
202 million for the three months ended 31 March 2014. The
decrease of SEK 52 million was due to changes in working capital.
The cash flow from operating activites corresponded to a cash
inflow of SEK 881 million for the year ended 31 December 2014,
compared to SEK 540 million for the year ended 31 December
2013. The SEK 340 million increase was primarily due to paid
taxes of SEK 242 million, with a minor corresponding tax in
2014. For more information, see “—Year ended 31 December
2014 compared to Year ended 31 December 2013—Current Tax”.
The cash flow from operating activites amounted to SEK 540
million for the year ended 31 December 2013, compared to SEK
639 million for the year ended 31 December 2012. The SEK 98
million decrease was primarily due to paid taxes of SEK 242 mil-
lion, with a minor corresponding tax in 2012. For more informa-
tion, see “—Year ended 31 December 2013 compared to Year
ended 31 December 2012—Current Tax”.

Cash flow from investment activities

The cash flow from investment activites corresponded to a cash
inflow of SEK 85 million for the three months ended 31 March
2015, compared to a cash outflow of SEK 138 million for the
three months ended 31 March 2014. The SEK 53 million differ-
ence was primarily due to lower levels of investments in 2015.

The cash flow from investment activites amounted to SEK
2,101 million for the year ended 31 December 2014, compared
to a cash outflow of SEK 696 million for the year ended 31
December 2013. The SEK 2,797 million difference was primarily
due to the sale of a property portfolio in 2014.

The cash flow from operating activites corresponded to a cash
outflow of SEK 696 million for the year ended 31 December
2013, compared to a cash outflow of SEK 866 million for the year
ended 31 December 2012. The SEK 171 million difference was
primarily due to lower levels of acquisitions in 2012.
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Cash flow from financing activities

The cash flow from financing activites corresponded to a cash
outflow of SEK 8 million