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THIS IS BERGKVIST SILJAN

RAW MATERIAL TO THE SAWMILLS
Sourced from local forest owners and sub-suppliers e
A

within a 100 km radius from the sawmills
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DIRECTORS REPORT

THE BERGKVIST SILJAN GROUP

On July 17, 2019 the acquisition of Bergkvist-Insjon
group was finalized and the Group with its current
business scope was created. The Bergkvist Siljan
Group is based on a strong strategic and operational
merger logic between Bergkvist-Insjon and Siljan
group, both with a competitive raw material sourcing
and operational platform in the Dalarna region in
Sweden and a global sales footprint.

Strategically, from the date of the acquisition, work
has been conducted to integrate the two companies
and realize the underlying synergy potential. Total
financial impact related to synergies is estimated to
exceed SEK 100m per annum, with approximately
5% of financial impact implemented in Q4 2019 and
full run-rate impact expected to be reached by Q4
2020.

As part of the transaction in July 2019, the Group was
financed by a bond maturing in 2023. The cash
injection from the bond, combined with shareholder
contribution, has allowed the Group to transform its
financial structure by settling a significant amount of
leasing contracts and repaying previous bank debt.

The Group is fully owned by Dilasso Holding 2
S.AR.L. incorporated in Luxembourg. The Parent
Company does not conduct any operations besides
acting as a parent to the Group companies and
administering related activities.

Bergkvist Siljan does not conduct any material
research and development in-house, but takes part
in and funds certain research projects through
various industry collaborations.

As the acquisition of Bergkvist-Insjén group occurred
on July 17, 2019, the scope of the Business review
and Financial review below relates to Siljan group
alone from January 1, 2019, until July 16, 2019, and
the combined Group from July 17, 2019, until
December 31, 2019.

BUSINESS REVIEW

Overall, 2019 can be summarized into two distinct
periods: a first half with a continued strong global
market for sawn wood products, with an internal
focus on productivity and working capital
improvements, and a second half focused on
integration and synergy realization while in parallel
managing a significantly weakened market.

From January until the summer in 2019, the market
was characterized by a solid demand and strong
prices across all key markets of the Group.
Operationally, a number of priority initiatives
continued to be executed with measurable financial
impact:
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e Productivity improvement in the Mora and
Blyberg sawmills, reaching record sawmill
performance in certain periods on the back of
systematic implementation  of  various
improvement measures

e  Successful ramp-down and subsequent sale of
the unprofitable Siljan Wood Products business

e Launch of working capital reduction initiative,
with significant impact achieved already during
May and June 2019

Although not yet part of the Group, Bergkvist-Insjon
experienced a similar market situation and
operational focus during the first half of 2019.
Profitability was improved thanks to effects from its
improvement program initiated in 2018, targeting
production cost reductions, saw yield improvement
and product mix optimization.

The second half, and most notably the fourth quarter,
of 2019 was characterized by a good operational
business momentum with integration and synergy
realization performing according to plan, but with a
challenging global price situation and a temporary
raw material quality challenge in Insjon, together
creating  significant margin  pressure. More
specifically, the key highlights of the second half of
the year included:

e Integration and synergy activities in six
functional areas with more than 50
initiatives proceeding according to plan

e New merged organization implemented,
with all management positions nominated
(majority effective from January 1, 2020)

e Union negotiations regarding employee
reductions completed and reductions
implemented

e New group name and visual identity decided
and launched

e Production volumes, yield and production
cost in all three sawmills performing without
any significant deviations

e Significant price reductions on sawn wood
products in all key markets compared to the
first six months of 2019

e Several initiatives initiated and/or
accelerated to mitigate part of market price
impact, for example accelerated cross-sales
to core markets/customers of Bergkvist-
Insjon and Siljan, respectively, as well as a
joint approach for raw material procurement

e Low quality raw materials as a result of
extraordinary supply chain challenges
outside the company’s control in early 2019.
The lower quality led to an unfavourable
quality mix in Insjon, with a negative result
impact during the second half of the year
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FINANCIAL REVIEW

Due to the acquisition of Bergkvist-Insjon, the
financial section of this report only includes combined
Group figures from the acquisition date.

Net sales

Throughout 2019 volume demand has remained at a
high and rather stable level, but with a significant drop
in price levels across several markets during the last
six months of the year, impacting net sales
negatively.

Net sales for the year amounted to SEK 2,028m (SEK
837m). Pro-forma, including Bergkvist-Insjén for the
full year, net sales amounted to SEK 2,962m.

Profitability

The Group recorded an EBITDA for the year of SEK
118m (SEK 120m), yielding an EBITDA margin of
5.8% (14.4%). Pro-forma, and fully adjusted for
extraordinary items, Bergkvist Siljan generated an
EBITDA of SEK 212m, with an adjusted EBITDA
margin of 7.2%.

Operational expenses

Programs initiated in each of the respective groups
prior to the merger, combined with the significant
synergy potential, have gradually resulted in an
improved cost position throughout the year. The full
run-rate effect of the aforementioned initiatives is
expected to be realized during the second half of
2020, with full visibility from 2021 and onwards.

Important measures, among others, have been to
sustain production volumes with a reduced workforce
as well as improving saw vyield, leading to a
significantly improved cost positioning.

Investments

Over the last decade, Bergkvist Siljan has made
substantial investments in order to maintain and
expand its operations, resulting in a rather well-
invested asset base. In accordance with the Group’s
plans, no major investments have been made during
2019, however a large share of the leased industrial
base was settled in conjunction with the acquisition.
In total, and excluding settlement of leases, capital
expenditures for the year amounted to SEK 41m
(SEK 75m).

Cash flow

Despite the declining market conditions during the
year, the Group managed to return a positive
operating cash flow of SEK 159m (excluding
discontinued operations) (SEK 67m), on the back of
positive earnings and improved working capital
management. The liquidity remains good, with SEK

1 Permit in Mora illustratively converted from m3to to m3
using an illustrative saw yield of 65%
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205m cash and cash equivalents available at the end
of the reporting period (SEK 14m).

SIGNIFICANT EVENTS AFTER THE
REPORTING PERIOD

The Group views the following events after the
reporting period as the most important in terms of
potential business impact:

e As for the majority of companies in the
world, the global COVID-19 outbreak is
expected to impact Bergkvist Siljan’s
operations. Still, for the period leading up to
April 29, 2020, the actual business impact
has been fairly limited. Due to the nature of
the outbreak, along with the associated
countermeasures implemented by various
countries, there remains a certain level of
uncertainty going forward, notably related to
the demand outlook in Japan and Europe
for the next upcoming months

e The general market situation has improved,
with prices for sawn wood products
stabilizing and, in most product grades and
geographies, showing slightly increasing
prices. The total raw material cost for the
Group has however not yet decreased to
the same extent as the price decline for
sawn wood products during the second half
of 2019

e Synergy realization and integration is
continuing according to plan

SUSTAINABILITY

Sustainability is reflected in all aspects of Bergkvist
Siljan’s activities. In addition to the global climate
challenges, the Group also addresses social,
economical and ethical risks. The sustainability work
spans over the entire organization and ensures an
efficient decision-making and steering process.

Bergkvist Siljan is certain that the shift from fossil
energy sources to renewable alternatives, for
example wood, represents a key part of the solution
for current and future generations. Over the last few
years, the demand for certified timber has increased
in several markets; a trend that the Group is confident
will continue going forward. Bergkvist Siljan’s key
objective in order to decrease global emissions, is
thus to increase its sales of sawn wood products, and
has therefore applied for an increased environmental
permit in Insjon during 2020, increasing the Group’s
current production limit of 975,000 m3 per annum to
1,225,000 m3 per annum.

In order to ensure that the Group’s products are
produced in a sustainable manner, Bergkvist Siljan
works exclusively with environmentally certified sub-
suppliers. The certifications rely on an active
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cultivation  with  favourable returns, social
responsibility as well as maintaining biological
diversity, cultural relics and other environmental
considerations. Bergkvist Siljan sources its raw
material from well-managed local forests, where
spruce and pine trees have been able to grow slowly,
allowing for narrow annual rings. This constitutes the
foundation of high quality wooden buildings that are
to last for generations.

The Group follows the UN’'s 17 Sustainable
Development Goals for 2030, and prioritizes the
areas relating to environment, social conditions,
personnel, human rights and anti-corruption. For
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further details regarding the Group’s sustainability
policy, please refer to Bergkvist Siljan’s 2019
sustainability report available online.

PROPOSED DISTRIBUTION OF PROFIT
AND LOSS

The Board of Directors and CEO propose the
available funds according to the balance sheet to be
appropriated as follows:

Carried forward SEK 18,060,317

Total SEK 18,060,317
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CONSOLIDATED INCOME STATEMENT

SEKm Note 2019.01- 2017.12-
2019.12 2018.12

Net sales G4 2,028 837
Changes in products in progress and finished goods -8 6
Other operating income G5 35 83
Total 2,055 925
Raw materials and consumables -1,529 -558
Gross profit 525 368
Personnel costs G7 -205 -89
Other external costs G6 -203 -158
Depreciation and write-downs -48 -22
Other operating costs 0 -
Profit from investments in associates and JVs - -
Operating profit 69 99
Financial income G8, G11 13 8
Financial costs G8, G11 -64 -31
Profit before tax 19 76
Tax G9 -33 -10
Profit / loss from continuing operations -14 66
Profit / loss from discontinued operations Gi11 -24 -25
Profit / loss for the period -38 41

Other comprehensive income
Items that cannot be transferred to profit / loss for the period

Revaluation of pension liabilities -5 0
Deferred tax 1 -0
Total comprehensive income -42 41
of which continuing operations -18 66
of which discontinued operations -24 -25
Total comprehensive income -42 41
attributable to:

- Shareholders of parent company -42 41
- Non-controlling interest 0 0
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CONSOLIDATED BALANCE SHEET

SEKm Note 2019.12.31 2018.12.31
ASSETS

Goodwill 189 -
Customer relations 79 14
Other intangible assets 4 0
Total intangible assets Gl4 272 14
Buildings and property 230 131
Machinery 409 205
Assets under construction 16 1
Total tangible assets G13 655 338
Right-of-use assets G17 87 176
Non-current financial assets G12, G15, G16 18 0
Deferred tax assets G25 7 12
Total non-current assets 1,039 540
Inventory G18 215 136
Trade receivables G19 240 156
Derivatives assets 5 2
Tax receivables 6 -
Other current assets G20 100 59
Prepaid costs and accrued income G21 30 41
Cash and cash equivalents G22 205 14
Total current assets 799 407
Total assets 1,839 947

EQUITY AND LIABILITIES

Share capital 1 0
Other equity 54 22
Retained earnings -2 41
Equity attributable to shareholders of parent company 53 63
Equity attributable to non-controlling interest 3 -
Total equity 56 63
Bond loan 655 -
Non-current liabilities to credit institutions - 83
Shareholder loans 354 143
Other non-current liabilities - 20
Contingent consideration - 8
Non-current right-of-use liabilities 60 122
Deferred tax liability G25 79 36
Provisions for pensions and other provisions G26 38 35
Non-current liabilities G23, G24 1,186 447
Bond loan 87 -
Current liabilities to credit institutions - 79
Contingent consideration - 20
Other current interest bearing liabilities 21 -
Derivatives liabilities 0 0
Current right-of-use liabilities 21 42
Trade payables 299 192
Tax liabilities 9 8
Other current liabilities 13 9
Deferred costs and prepaid income G27 147 87
Current liabilities 597 437
Total equity and liabilities 1,839 947

BERGKVIST-SILJAN AB (PUBL) 6 ANNUAL REPORT 2019



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Retained Equity

earnings; related to

included| shareholder Non-

Share total income s of the; controlling

SEKm capital Other equity for the year parent interest; Total equity
2017.12-2018.12
Opening balance 0 - - 0 - 0
Profit / loss - - 41 41 - 41
Other comprehensive income - - 0 0 - 0
Total income - - 41 41 - 41
Shareholder contribution - 22 - 22 - 22
Transactions with shareholders - 22 - 22 - 22
Transactions with non-controlling interest - - - - - -
Transactions within equity - - - - - -
Closing balance 0 22 41 63 - 63
2019.01-2019.12
Opening balance 0 22 41 63 - 63
Profit / loss - - -38 -38 = -38
Other comprehensive income - - -4 -4 - -4
Total income - - -42 -42 - -42
Shareholder contribution - 33 - 33 - 33
Transactions with shareholders - 33 - 33 = 33
Effects due to acquisitions - - - - 3 &
Transactions with non-controlling interest - - - - 3 3
Bonus issue 1 -1 - - -
Transactions within equity 1 -1 - - - -
Closing balance 1 54 -1 54 3 56
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CONSOLIDATED CASH FLOW STATEMENT

SEKm

Note 2019.01- 2017.12-
2019.12 2018.12

Profit before tax

Adjustments for non-cash items

Paid tax

Cash flow from operating activities

before changes in working capital, continuing operations

Cash flow from operating activites
before changes in working capital, discontinued operations

Cash flow from operating activities
before changes in working capital

Changes in inventory, continuing operations

Changes in working capital receivables, continuing operations
Changes in working capital liabilities, continuing operations
Net change in working capital, discontinued operations

Cash flow from operating activities

Acquisitions and divestments of subsidiaries

Investments in non-current assets, continuing operations
Investments in non-current assets, discontinued operations
Cash flow from investing activities

Bond emission

Shareholder contribution

Amortized leasing (including terminations)
Changes in shareholder loans

Amortized debt to credit institutions

New bank debt

Changes in overdraft facility

Other debt transactions, net

Cash flow from financing activities

Cash flow for the period

Cash and cash equivalents beginning of period
Cash and cash equivalents end of period

19 76
G31 74 21
-10 -3
83 94
-26 -25
57 69
35 17
136 -112
-95 68
29 19
162 61
-589 -136
-41 -75
-630 -211
730 -
33 22
-98 -46
192 140
-114 -
: 14
-59 14
-25 20
659 164
191 14
14 -
205 14
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NOTES TO THE CONSOLIDATED ANNUAL REPORT

GENERAL INFORMATION

Bergkvist-Siljan AB (publ), Corp. Reg. No. 559136-
6686, is a limited company registered in Sweden with
its registered office in Mora. The address of the head
office is Box 435, SE-792 27 Mora, Sweden. The
operations of Bergkvist-Siljan AB (publ) (the “Parent
Company”) and its subsidiaries (the “Group”)
comprise manufacturing and sale of sawn wood
products and related activities.

Unless stated otherwise, all amounts are presented
in millions of SEK (SEKm).

G1 ACCOUNTING PRINCIPLES

This note contains a list of the most significant
accounting policies that were applied at the time of
preparation of the consolidated accounts. These
policies have been consistently applied to all periods
presented. The consolidated accounts comprise
Bergkvist-Siljan AB (publ) and its subsidiaries.

(i) Basis of preparation of the financial
statements

The consolidated accounts of Bergkvist-Siljian AB
(publ) have been prepared in accordance with the
Swedish  Annual Accounts Act, RFR 1
Supplementary Accounting Rules for Groups and the
International Financial Reporting Standards (IFRS)
and IFRS Interpretations Committee interpretations
(IFRS IC), as approved by the EU.

The consolidated accounts have been prepared on
the cost method, except for certain financial assets
and liabilities (including derivative instruments),
which are measured at fair value.

These consolidated accounts are Bergkvist-Siljan AB
(publy's first financial statements and consolidated
accounts prepared in accordance with IFRS. The
Parent Company was formed on 1 December, 2017,
which was also the starting point for the Group.

The preparation of financial statements in
compliance with the IFRS requires the use of certain
key accounting estimates. In addition, Management
is required to perform certain assessments in the
application of the Group’s accounting policies. The
critical areas of assessments relate to inventories
and accrued costs for deliveries of raw materials.
These assessments are made based on information
on current market conditions and historical
experience.

(i) New and amended standards not yet applied
by the Group

A number of new standards and interpretations are
effective for financial years beginning on or after
January 1, 2020 and have not been applied in
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preparing these financial statements. No published
standards that have not yet become effective have
impacted the Group.

Consolidated accounts
(a) Subsidiaries

Subsidiaries constitute all entities over which the
Group has control. The Group controls an entity
when the Group is exposed to, or has rights to,
variable returns from its holdings in the entity and has
the ability to affect those returns through its influence
over the entity. Subsidiaries are included in the
consolidated accounts from the date on which control
is transferred to the Group. They are excluded from
the consolidated accounts from the date on which
control is relinquished.

The Group applies the acquisition method to account
for business combinations.

Intra-Group transactions, balance sheet items and
unrealised gains and losses on transactions between
Group companies are eliminated. Accounting policies
of subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by
the Group.

(b) Joint arrangements

Under IFRS 11 Joint Arrangements, investments in
joint arrangements are classified as either joint
operations or joint ventures. The classification
depends on the contractual rights and obligations of
each investor, rather than the legal structure of the
joint arrangement. Bergkvist Siljan has joint ventures,
which are accounted for using the equity method.

(c) Equity method

Under the equity method, investments in joint
ventures are initially recognised at cost in the
consolidated balance sheet. The carrying amount is
subsequently increased or decreased to account for
the Group’s share of earnings and other
comprehensive income from its joint ventures after
the acquisition date. The Group’s share of earnings
is included in consolidated profit or loss and the
Group’s share of other comprehensive income is
included in consolidated other comprehensive
income. Dividends from joint ventures are recognised
as a reduction in the carrying amount of the
investment.

When the Group’s share of losses in a joint venture
are as large as, or exceed, the holding in the joint
venture (including all non-current receivables that, in
reality, comprise part of the Group’s net investment
in this joint venture), the Group does not recognise
any further losses unless the Group has incurred any
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obligations or made any payments on behalf of the
joint venture.

Unrealised gains arising from transactions between
the Group and its joint ventures are eliminated to the
extent of the Group’s interest in the joint venture.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. The accounting policies for
joint ventures have been adjusted where necessary
to ensure that they correspond with the Group’s
accounting policies.

The carrying amount of equity-accounted
investments is tested for impairment.

Segment reporting

The chief operating decision maker for Bergkvist
Siljan is the Managing Director (“MD”), as (s)he is
primarily responsible for distributing resources and
evaluating results. The assessment of the Group’s
operating segments is to be based on the financial
information reported to the MD. The financial
information reported to the MD, as a basis for the
distribution of resources and assessment of the
Group’s results, pertains to the Group in its entirety.
Since the chief operating decision maker makes
decisions on the allocation of resources and
assesses the result based on the Group in its entirety,
the Group in its entirety is deemed to constitute one
segment.

Foreign currency translation
(i) Functional and presentation currency

The functional currency of the various entities in the
Group is the local currency, as this has been defined
as the currency that is used in the primary economic
environment in which each entity mainly conducts
business. The Swedish krona (SEK) is used in the
consolidated accounts. This is the functional
currency of the Parent Company and the reporting
currency of the Group.

(ii) Transactions and balances

Transactions in foreign currency are translated into
the functional currency at the exchange rates
prevailing on the transaction date. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation of
monetary assets and liabilities denominated in
foreign currencies at the closing-day rate are
recognised in operating profit/loss in the statement of
comprehensive income.

Foreign exchange gains and losses that relate to
borrowing and cash and cash equivalents are
recorded in the statement of comprehensive income
as financial income or expenses.

BERGKVIST-SILJAN AB (PUBL)
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Revenue recognition

The Group manufactures and sells wood products
and related by-products. Sales are recognised as
revenue when control of the goods is transferred,
which occurs when the risk is transferred in
accordance with the applicable delivery terms. The
Group’s performance obligation in the agreements
comprises provision of the goods specified in the
agreements. The transaction price mainly comprises
a fixed price per quantity sold and variable
components, such as cash discounts, only occur to a
limited extent and reduce the transaction price when
applied.

No substantial element of financing is deemed
present at the time of sale, as the payment terms
comply with industry practices and do not comprise
long terms of credit.

Interest income

Interest income is recognised using the effective
interest method.

Current and deferred income tax

Tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated
statement of comprehensive income, except when
the tax pertains to items that are recognised in other
comprehensive income or directly in equity. In this

case, the tax is also recognised in other
comprehensive income or directly in equity,
respectively.

The current income tax expense is calculated on the
basis of the tax laws enacted or substantively
enacted on the balance sheet date in the countries
where the Parent Company and its subsidiaries
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred tax is provided in full, using the liability
method, on temporary differences arising between
the tax bases of assets and liabilities and their
carrying amounts in the consolidated accounts.
Deferred tax is also not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination that at
the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been
enacted or announced on the balance sheet date and
are expected to apply when the related deferred tax
asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognised insofar as it is
probable that tax surpluses will be available in the
future against which temporary differences can be
utilised.
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Deferred tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax
balances relate to the same taxation authority.
Current tax assets and tax liabilities are offset where
the entity has a legally enforceable right to offset and
intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or
loss, except to the extent that it relates to items
recognised in other comprehensive income or
directly in equity. In this case, the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

Leases

The Group’s leases essentially pertain to machinery,
vehicles and IT equipment. Leases are typically
entered into for fixed periods of 1 to 10 years but may
include extension options as described below.

Leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased
asset is available for use by the Group. Each lease
payment is allocated between amortisation of the
liability and interest. The interest is charged to profit
or loss over the lease term to produce a constant
periodic rate of interest on the remaining balance of
the liability for each period.

The right-of-use asset is depreciated over the shorter
of the asset's useful life and the lease term on a
straight-line basis. If the Group is reasonably certain
of exercising a purchase option, the right-of-use is
amortised over the useful life of the underlying asset.
The leases apply for a fixed period of 1-10 years.
Certain leases carry an option to extend the lease
term beyond the initial contract life.

Assets and liabilities arising from leases are initially
recognised at present value. Lease liabilities include
the net present value of the following lease
payments:

- fixed payments

- variable index-based lease payments

- the exercise price of a purchase option if it
is reasonably certain that the Group will
exercise such an option.

Lease payments to be made for reasonably certain
extension options are also included in the
measurement of the liability.

The lease payments are discounted using the implied
interest rate of the lease. If this rate cannot be readily
determined, which is normally the case for the
Group’s leases, the lessee’s incremental borrowing
rate is to be used, which is the rate an individual
lessee would have to pay to borrow, over a similar
term and with a similar security, the funds necessary
to obtain the right-of-use asset in a similar economic
environment.

BERGKVIST-SILJAN AB (PUBL)

11

Right-of-use assets are measured at cost comprising
the following:

- the initial measurement of the lease liability
and

- payments made on or before the point in
time when the leased asset is made
available to the lessee.

The Group is exposed to any future increases in the
variable lease payments that depend on an index or
interest rate that is not included in the lease liability
until it comes into effect. When adjustments of index-
based or interest rate-based lease payments come
into effect, the lease liability is remeasured and
adjusted to the right-of-use asset.

Lease payments attributable to short-term leases and
leases for which the underlying asset has a limited
value are recognised on a straight-line basis as a cost
over the lease term. Short-term leases are leases
with a lease term of 12 months or less. Leases for
which the underlying asset has a limited value
essentially pertain to IT equipment for end users.

Options for extending and terminating leases

The Group has options to extend the leases beyond
the initial leasing period. The assessment of
exercising options is based on the specific asset’s
remaining useful life, the price for the lease
extension, any residual value in the lease contract
and the discount rate.

Business combinations

The acquisition method is used to account for all of
the Group’s business combinations, regardless of
whether equity instruments or other assets are
acquired. The consideration transferred for the
acquisition of a subsidiary comprises the fair values
of:

- the assets transferred

- liabilities incurred to the former owners of
the acquired business

- equity interests issued by the Group

- fair value of any asset or liability resulting
from a contingent consideration
arrangement, and

- fair value of any pre-existing equity interest
in the subsidiary.

Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are, with limited exceptions, measured
initially at their fair values at the acquisition date. The
Group recognises any non-controlling interest in the
acquired entity on an acquisition-by-acquisition basis
either at fair value or at the non-controlling interest’s
proportionate share of the acquired entity’s net
identifiable assets.

Acquisition-related costs are expensed as incurred.
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Goodwill pertains to the amount at which
consideration transferred exceeds the fair value of
identifiable acquired net assets. If those amounts are
less than the fair value of the net identifiable assets
of the business acquired, the difference is recognised
directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is
deferred, the amounts payable in the future are
discounted to their present value as at the date of
exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which a
similar borrowing could be obtained from an
independent financier under comparable terms and
conditions.

Contingent consideration is classified either as equity
or a financial liability. Amounts classified as financial
liabilities are remeasured to fair value for each
period. Any remeasurement gains or losses are
recognised in profit or loss.

Inventories

Inventories are recognised at the lower of cost and
net realisable value. Cost is calculated according to
the firstin, first out method (FIFO). For raw materials,
all expenditure is included that is directly attributable
to the purchase of goods at cost. Cost for proprietary
semi-finished and finished goods comprises direct
materials, direct labour and associated indirect
manufacturing costs (based on normal operating
capacity). Borrowing costs are not included. Net
realisable value is the estimated selling price in the
ordinary course of business less the estimated costs
necessary to make the sale.

Intangible assets
Goodwill

Goodwill on acquisitions of subsidiaries is included in
intangible assets. Goodwill is not amortised, but is
tested for impairment annually, or more frequently if
events or changes in circumstances indicate that an
impairment may be necessary. Goodwill is measured
at cost less accumulated impairment. The carrying
amount of goodwill is included in the gain/loss that
arises on the sale of an entity.

Goodwill is allocated to cash-generating units for the
purpose of impairment testing. The allocation is
made to those cash-generating units or groups of
cash-generating units that are expected to benefit
from the business combination in which the goodwiill
arose. Each unit or group of units to which goodwill is
distributed, corresponds to the lowest level in the
Group at which the goodwill in question is monitored
for internal management purposes, being the
operating segment level for the Group.

Emission rights

Emission rights are allocated free-of-charge by the
Swedish Environmental Protection Agency. Emission
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rights are recognised at cost and classified as
intangible assets. Emission rights are not amortised,
but tested for impairment. To the extent that
emissions made exceed emission rights held, a
liability is recognised that corresponds to the market
value of the emission rights.

Trademarks

Trademarks are recognised upon acquisition of
subsidiaries and amortised over their useful life. The
Group’s current trademarks have a useful life of 10
years.

Customer-related intangible assets

Intangible assets related to customer relations and
contracts are recognised upon acquisition on
subsidiaries and are amortised over their useful life.
The Group’s current customer-related assets have a
useful life of 10 years.

Tangible assets

Tangible assets are recognised at cost less
depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. The carrying amount of the
replaced component accounted is derecognised from
the balance sheet. All other repairs and maintenance
are recognised as costs in the statement of
comprehensive income in the period in which they
occur.

Depreciation of assets is applied on a straight-line
basis as follows, in order to allocate cost down to the
residual value over the estimated useful life:

- Buildings and property: 10-50 years
- Machinery: 10-50 years
- Other equipment: 5-10 years

The residual values and useful lives of the assets are
reviewed at the end of every reporting period and
adjusted if appropriate.

If an asset’s carrying amount exceeds its estimated
recoverable amount, the carrying amount is
immediately written down to its recoverable amount.
Any gain or loss on the divestment is determined as
the difference between the sales proceeds and the
carrying amount and is recorded in other operating
income or other operating expenses in the statement
of comprehensive income.

Impairment of non-financial assets

Goodwill has an indefinite useful life and is not
depreciated, but tested for impairment annually or
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when there is an indication of value decrease. Other
assets are tested for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset's
fair value less costs to sell and value-in-use. For the
purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash inflows which are largely
independent of the cash inflows from other assets or
groups of assets (cash-generating units). Estimates
for the impairment test are mainly sales growth,
operating margin and discount rate. For assets other
than goodwill, that have previously been impaired, a
test is performed on each balance sheet date to
determine whether a reversal is to take place.

Financial instruments

The Group’s financial assets and liabilities comprise
non-current financial assets, trade receivables, other
current receivables, prepaid costs and accrued
income, cash and cash equivalents, derivatives
assets, bond loan, liabilities to credit institutions,
trade payables, other current liabilities and deferred
costs and prepaid income.

(a) Initial recognition

Financial assets and financial liabilities are
recognised when the Group becomes a party to the
financial instrument’s contractual conditions.

Purchases and sales of financial assets and liabilities
are recognised on the trade date, i.e. the date on
which the Group undertakes to purchase or sell the
asset.

Financial instruments are initially measured at fair
value plus, for an asset or financial liability that is not
measured at fair value through profit or loss,
transaction costs that are directly attributable to
acquisitions, or issues of a financial asset or financial
liability (e.g. fees and commissions). Transaction
costs for financial assets and liabilities measured at
fair value through profit or loss are expensed in the
statement of comprehensive income.

(b) Financial assets — Classification and
measurement

The Group classifies and measures its financial
assets in the category of amortised cost, as well as
fair value through profit or loss. The classification of
investments in debt instruments depends on the
Group’s business model for managing financial
assets and the contractual terms of the assets’ cash
flows.

Investments in debt instruments

Investments in debt instruments are measured at
amortised cost.
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Financial assets measured at amortised cost

Assets that are held for collection of contractual cash
flows where those cash flows represent solely
payments of principal and interest are measured at
amortised cost. The carrying amount of these assets
is adjusted by any expected credit losses that have
been recognised (see Impairment of financial assets
below). The Group’s financial assets measured at
amortised cost comprise trade receivables, other
current receivables, prepaid costs and accrued
income and cash and cash equivalents.

Investments in equity instruments

Investments in equity instruments are measured at
fair value.

Financial assets measured at fair value through
profit or loss

The Group subsequently measures all equity
instruments at fair value. These are also recognised
in subsequent periods at fair value and the value
change is recognised in the statement of
comprehensive income. Financial assets measured
at fair value can be found under the item non-current
financial assets.

Derivatives

Derivatives are recognised in the balance sheet from
the trade date and are measured at fair value, both
initially and in subsequent remeasurement. All
changes in the fair value of derivative instruments
that do not qualify for hedge accounting are
recognised directly in the statement of
comprehensive income.

(c) Financial liabilities — Classification and
measurement

The Group classifies and measures its financial
liabilities in the category of amortised cost, as well as
fair value through profit or loss.

Financial liabilities measured at fair value through
profit or loss

Financial liabilities measured at fair value through
profit or loss are financial liabilities held for trading or
conditional earnouts in business combinations.
Derivatives are classified as held-for-trading unless
they are identified as hedging instruments. The
Group classifies derivatives in the form of currency
futures with negative fair value in this category, since
the Group does not apply hedge accounting. The
Group also has financial liabilities in the form of
conditional earnouts in completed business
combinations, which are classified in this category.
Financial liabilities measured at fair value through
profit or loss are also recognised in subsequent
periods at fair value and the value change is
recognised in the statement of comprehensive
income.
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Financial liabilities measured at fair value through
profit or loss are classified as current liabilities if they
fall due within 12 months from the balance sheet
date; if they fall due more than 12 months after the
balance sheet date, they are classified as non-
current liabilities.

Financial liabilities measured at amortised cost

After initial recognition, the Group’s financial liabilities
are measured at amortised cost by applying the
effective interest method. Financial liabilities consist
of bond loan, liabilities to credit institutions, trade
payables, other current liabilities and deferred costs
and prepaid income.

(d) Derecognition of financial assets and
financial liabilities

Financial assets are derecognised from the
statement of financial position when the right to
collect cash flows from the instrument has expired or
been transferred and the Group has relinquished, in
all material respects, all risks and benefits associated
with ownership.

Financial liabilites are derecognised from the
statement of financial position when the contractual
obligation has been fulfilled or otherwise been
extinguished. Since the terms of a financial liability
are renegotiated and not derecognised from the
balance sheet, a profit or loss is recognised in the
statement of comprehensive income and the profit or
loss is calculated as the difference between the
original cash flows and the modified cash flows
discounted at the original effective interest rate.

(e) Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount recognised in the balance sheet only
when there is a legally enforceable right to offset the
carrying amounts and there is an intention to settle
on a net basis or realise the asset and settle the
liability simultaneously. The legally enforceable right
must not be contingent on future events and must be
enforceable in the normal course of business and in
the event of default, insolvency or receivership of the
company or the counterparty.

(f) Impairment of financial assets
Assets carried at amortised cost

The Group assesses the future expected credit
losses attributable to assets measured at amortised
cost. The Group recognised a loss allowance for
such expected credit losses on each reporting date.
For trade receivables, the Group applies the
simplified approach for loss allowances, meaning
that the allowance will correspond to the full lifetime
expected credit losses. In order to measure the
expected credit losses, trade receivables are
grouped based on credit risk properties and days
overdue. The Group employs forward-looking

BERGKVIST-SILJAN AB (PUBL)

14

variables for expected credit losses. Expected credit
losses are recognised in the consolidated statement
of comprehensive income under other operating
expenses.

Trade receivables

Trade receivables are amounts due from customers
for goods sold in the ordinary course of business.
Trade receivables are classified as current assets
and are initially recognised at the transaction price.
The Group holds the trade receivables with the
objective to collect the contractual cash flows and
they are thus subsequently measured at amortised
cost using the effective interest method.

Cash and cash equivalents

Cash and cash equivalents include, in both the
balance sheet and the statement of cash flows, bank
balances. Bank overdrafts are presented within
current liabilities to credit institutions under current
liabilities in the balance sheet.

Share capital

Ordinary shares are classified as equity. Transaction
costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of
tax, from the proceeds.

Trade payables

Trade payables are financial instruments and pertain
to obligations to pay for goods and services
purchased from suppliers as part of the operating
activities. Trade payables are classified as current
liabilities if they fall due within one year and, if not,
recognised as non-current liabilities.

Trade payable are initially measured at fair value,
and subsequently at amortised cost using the
effective interest method.

Borrowing

Borrowing is initially measured at fair value, net of
transaction  costs incurred.  Borrowing is
subsequently measured at amortised cost. Any
difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in
profit or loss over the period of the borrowing using
the effective interest method. Fees paid on the
establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn
down. In this case, the fee is deferred until the draw
down occurs. To the extent there is no evidence that
it is probable that some or all of the facility will be
drawn down, the fee is recognised as a prepayment
for liquidity services and amortised over the period of
the facility to which it relates.

Borrowing is removed from the balance sheet when
the obligation specified in the contract is discharged,
cancelled or expired. The difference between the
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carrying amount of a financial liability (or portion of a
financial liability) that is extinguished or transferred to
another party and the remuneration paid, including
transferred assets that are not cash or assumed
liabilities, is recognised in profit or loss.

Borrowing is classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.

Employee benefits
(a) Short-term employee benefits

Liabilities for salaries and remuneration, including
non-monetary benefits and paid sickness absence,
that are expected to be settled within 12 months after
the end of the financial year are recognised as
current liabilities at the undiscounted amount that is
expected to be paid when the liabilities are settled.
The expense is recognised in the statement of
comprehensive income as the employees perform
the services. The liabilities are recognised as
employee benefits in the consolidated balance sheet.

(b) Pension obligations

The Group offers both defined contribution and
defined benefit pension plans. Defined contribution
plans are plans under which the company pays fixed
contributions into a separate legal entity. The Group
does not have any legal or informal obligations to pay
additional contributions if this legal entity has
insufficient assets with which to make all pension
payments to employees that are associated with the
current or past service of employees. The
contributions are recognised as personnel costs in
the statement of comprehensive income when they
are due.

The Group has a pension obligation that is secured
through an endowment insurance. It is the employee
who bears the actuarial risk and the investment risk,
while the Group carries no risk. Pension obligations
that are secured through endowment insurance are
therefore classified as defined contribution pension
plans and for this reason, the asset (endowment
insurance) and liability (pension commitment) are not
recognised in the statement of financial position.

The Group has defined benefit pension obligations in
the PRI system. The liability recognised in the
statement of financial position in respect of defined
benefit pension plans is the present value of the
defined benefit obligation at the end of the reporting
period. The defined benefit obligation is calculated on
an annual basis by independent actuaries using the
projected unit credit method. The present value of the
defined benefit obligation is determined by
discounting the estimated future cash outflows using
interest rates of high-quality corporate bonds/housing
bonds that are denominated in the currency in which
the benefits will be paid, and that have terms
approximating to the terms of the related obligation.
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Remeasurement gains and losses arising from
experience adjustments and changes in actuarial
assumptions are recognised in the period in which
they occur, directly in other comprehensive income.
They are included in retained earnings in the
statement of changes in equity and in the statement
of financial position.

Costs for services during past periods are recognised
directly in the statement of comprehensive income.

Dividends

Dividends to the Parent Company shareholders are
recognised as a liability in the consolidated financial
statements in the period when the dividend is
approved by the Parent Company’s shareholders.

Cash flow statement

The cash flow statement has been prepared using
the indirect method. The recognised cash flow
includes only transactions involving inflows and
outflows of cash.

G2 FINANCIAL RISK MANAGEMENT
Financial risk factors

The Group is exposed to several different financial
risks through its business activities: various types of
market risks, credit risk, liquidity risk and refinancing
risk. The Group aims to minimize potential
unfavourable effects on the Group’s financial
earnings. The objectives of the Group’s financial
operations are:

- to ensure that the Group can meet its
payment commitments

- manage financial risks

- secure access to necessary financing

- optimize the Group’s net financial items.

The Group’s risk management is conducted centrally
by each specific part of the Group that is exposed to
the risk and is coordinated by the central finance
department. This structure allows all parts of the
organization to understand the specific risks to which
their activities relate.

(a) Currency risk

The Group is exposed to foreign exchange risk that
arises from various currency exposures. In the
Group, currency risks arise primarily from cross-
border trade where pricing and invoicing are made
primarily in Euro (EUR) and US Dollar (USD). The
Group hedges flows of foreign currency to limit
exposure. To financially hedge future flows of foreign
currency, the Group signs currency futures.
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Exposure in accounts receivables

SEKm 19.12.31 18.12.31
EUR 43 9
UsD 32 9
Other 13 3
Total 88 21

Exposure in cash and cash equivalents

SEKm 19.12.31 18.12.31
EUR 13 3
USD 23 1
Other 8 1
Total 44 5

Sensitivity analysis at the balance sheet date
indicates that a change in foreign currency rates of
2% would have an effect on profit and loss of SEK +/-
2m (+/- Om).

(b) Credit risk

Credit risk arises through balances with banks and
credit institutions and credit exposure with
customers, including outstanding receivables. Credit
risk is managed by Group Management.

Credit risk is managed on a Group basis, except for
credit risk for outstanding trade receivables. Each
Group company is responsible for monitoring,
investigating and analysing the credit risk associated
with each new customer. In the event of no
independent credit assessment, a risk assessment is
conducted based on the customer’s credit rating, in
which its financial position is taken into consideration,
as well as previous experience and other related
factors. Individual risk limits are defined based on
internal or external ratings in accordance with limits
defined by the Board of Directors. The use of credit
limits is followed up on a regular basis.

No credit limits were exceeded during the reporting
period and Management does not anticipate any
losses due to non-payment by counterparties. The
Group’s calculation of expected credit losses on
trade receivables amounts to an insignificant amount
and accordingly, no adjustment was made in the
financial statements.

(c) Liquidity risk

Through prudent liquidity management, the Group
ensures that there is sufficient cash to meet the
needs of operating activities. At the same time, it is
ensured that the Group has sufficient scope in its
committed credit facilities so that the payments of
liabilites can be made when these fall due.
Management monitors rolling forecasts of the
Group’s liquidity reserve (comprising the undrawn
borrowing facilities below) and cash and cash
equivalents on the basis of expected cash flows. This
is generally carried out at local level in the operating
companies of the Group in accordance with practice
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and limits set by the Group Management. These
limits vary by location to take into account the liquidity
of the market in which the entity operates. The Group
also monitors balance sheet liquidity ratios against
internal and external requirements and ensures
access to external financing.

(d) Interest risk

The Group is exposed to interest fluctuations, with
the bond loan and parts of the leasing liabilities
containing floating interest components. The bond
has a STIBOR 3 months + 5.75% interest rate and
the leasing liabilities have similar setups. Other
liabilities as per December 31, 2019 do not contain
any floating interest components. The Group
manages interest risk by monitoring the interest rates
and forecasting cash flows. Sensitivity analysis of
changes in interest rates shows an impact on profit
and loss and cash flow of SEK -7m (-3m) based on
an interest rate increase of 1%.

(e) Refinancing risk

The bond loan matures in 2023 and until the maturity
date the refinancing risk of the Group is considered
low.

In the table below, the Group’s financial liabilities are
organised according to the period remaining on the
balance sheet until the contractual due date. The
amounts specified are contractual, undiscounted
cash flows. Any cash flows from liabilities in foreign
currencies are translated using the balance sheet
exchange rate.

On December 31, 2018

SEKm <ly 1-2y 35y >5y
Bond - - - -
Shareholder loans - - - 225
Right-of-use liabilities 37 33 80 40
Bank debt 59 103 - -
Other 20 28 - -
Total 116 164 80 265
On December 31, 2019

SEKm <ly 1-2y 35y >5y
Bond 117 220 547 -
Shareholder loans - - 526 -
Right-of-use liabilities 18 18 33 25
Other 20 - - -
Total 154 238 1,106 25
Calculation and disclosure of fair value

The tables below show financial instruments

measure at fair value based on the classification in
the fair value hierarchy. The different levels have
been defined as follows:

(a) Level 1 Financial instruments

Quoted prices (unadjusted) in active markets for
identical assets or liabilities.
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(b) Level 2 Financial instruments

Inputs other than quoted prices included within level
1 that are observable for the asset or liability either
directly or indirectly.

(c) Level 3 Financial instruments

If one or more significant inputs are not based on
observable market information, the instrument in
question is classified as level 3.

Financial assets valued at fair value through
profit and loss

SEKm Level 19.12.31 18.12.31
Derivatives 2 5 2
Unlisted securites 2 0 0
Total 5 2

Financial liabilities valued at fair value through
profit and loss

SEKm Level 19.12.31 18.12.31
Derivatives 2 0 0
Contingent consideration 2 - 28
Total 0 28

Financial assets valued at amortised costs

SEKm Level 19.12.31 18.12.31
Non-current financial assets 18 0
Trade receivables 240 156
Cash and cash equivalents 205 14
Other 147 100
Total 609 270

Financial liabilities valued at amortised costs

SEKm Level 19.12.31 18.12.31
Bond loan 742 0
Shareholder loans 354 143
Right-of-use liabilities 81 164
Trade payables 299 192
Other 160 96
Total 1,636 595

Management of capital

The target for the Group’s capital structure is to
secure the Group’s ability to continue its operations
in order to generate shareholder returns and value for
other stakeholders, as well as maintaining an optimal
capital structure in order to sustain a low cost of
capital.

To maintain or adjust the capital structure, the Group
can adapt its dividend policy, repay capital to
shareholders, issue new shares or liquidate assets.

The Group assesses its capital based on the net
debt-to-capital ratio, calculated as net debt divided by
total capital. Net debt is calculated as total borrowing
less cash and cash equivalents and interest bearing
receivables. Total capital is calculated as the sum of
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total equity in the consolidated balance sheet and net
debt. The Group targets a balanced capital structure,
where the debt-to-capital ratio is monitored
continuously based on the Group’s need for the
capital debt-to-capital ratio. The Group’s debt-to-
capital ratio was as follows:

Group capital structure

SEKm 19.12.31 18.12.31
Borrowing1) 1198 517
Cash and cash equivalents -205 -14
Interest bearing receivables -13 -
Net debt 981 503
Equity 56 63
Total capital 1037 566
Debt-to-capital ratio 17,5 8,0

1)  Of which shareholder loans of SEK 354m (143m)
Debt-to-capital ratio

The increase of debt-to-capital ratio during the period
was in its entirety due to the acquisition of Bergkvist-
Insjon AB.

The Group aims to decrease the debt-to-capital ratio
over the coming years.

G3 SIGNIFICANT ACCOUNTING
ESTIMATES AND JUDGEMENTS

The Group makes estimates and assumptions
concerning future developments. The resulting
accounting estimates will, by definition, seldom
correspond to the actual results. Estimates and
assumptions that entail a significant risk of material
adjustments to the carrying amounts of assets and
liabilities in the next financial year are outlined below.

Inventory

The inventory is valued at the lower of cost and net
realizable value. Both valuations are based on
estimates. The cost of inventory is based on the
purchase price and production costs which are
estimated. Net realizable value is estimated based on
forecasts of the net price for the finished products.

Impairment of goodwill

The Group tests each year whether any impairment
requirement exists for goodwill, in accordance with
the accounting policy described in Note G1. The
recoverable amount for the cash-generating unit was
established by calculating the value in use. These
calculations require certain estimates, where the
Group makes cash flow projections based on
financial forecasts approved by Management
covering a five-year period. Cash flows beyond the
five-year period are estimated by means of
extrapolation using a growth rate of 2.0% (2018:
2.0%), consistent with industry forecasts.

Since the Group is considered a single unit for
impairment of goodwill, the test is performed on the
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entire group. The estimates and results for the 2019
impairment test are listed below:

WACC: 12.0%

Terminal Growth Rate: 2.0%

SEKm

Recoverable amount 1,310
Carrying amount 1,049
Margin 261

Sensitivity analysis
Recoverable amount less carrying amount, if

WACC +1% 104
WACC -1% 470
Terminal growth rate +1% 416
Terminal growth rate -1% 145
Leasing

In determining the lease term, Management
considers all facts and circumstances that create an
economic incentive for either exercising an extension
option or not exercising a termination option.
Extension options (or periods after termination
options) are only included in the lease term if the
lease is reasonably certain to be extended (or not
terminated). The assessment is reviewed if a
significant event or a significant change in
circumstances occurs which affects this assessment
and that is within the control of the lessee.

Accrued raw material costs

The cost for delivered raw material from the Group’s
own sourcing activities is estimated based on
contractual agreements and historical experience.
The final actual cost is recognised when the
individual contract is finalized with the counterpart.

Interest rates

For all borrowings, the Group estimates the impact
on upcoming cash flows from changes in interest
rates.

G4 NET SALES

Income from external parties reported to the CEO is
measured in a manner consistent with the
consolidated statement of comprehensive income.

The main revenue streams for the Group constitute
sales of sawn wood products, by-products and
lumber and pulpwood delivered to external
customers. Sales are recognised as revenue when
control of the goods is transferred, which occurs
when the risk is transferred in accordance with the
applicable delivery terms.

All contracts have an original expected period of 12
months or less.
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Net sales by geographic market

19.01- 17.12-
SEKm 19.12 18.12
Sweden 1,079 494
Other Scandinavia 147 81
Other Europe 199 109
Asia, excl. Middle East 352 19
Other 252 133
Total 2,028 837
Net sales by product category

19.01- 17.12-
SEKm 19.12 18.12
Sawn wood products 1,469 644
By-products 168 75
Lumber and pulpwood 375 110
Other 16 8
Total 2,028 837
G5 OTHER OPERATING INCOME

19.01- 17.12-
SEKm 19.12 18.12
Insurance claim 1 72
Rent 0 0
Forest service 5 0
Other 29 11
Total 35 83
G6 AUDITORS FEE

19.01- 17.12-
SEKk 19.12 18.12
PwWC
Audit engagement -1,153 -746
Tax services -111 -40
Other -1,349 -160
Total -2,613 -946
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G7 PERSONNEL COSTS

Salary and renumeration

19.01- 17.12-
SEKm 19.12 18.12
Board members
Board fee / salary -1 -
Bonus - -
Social security - -
Of which pension costs - -
Total -1 -
Managing directors
Salary -2 -2
Bonus - -1
Social security -1 -2
Of which pension costs -1 -1
Total -3 -5
Other employees
Salary -139 -56
Bonus - -
Social security -62 -28
Of which pension costs -15 -7
Total -201 -84
Total
Salaries and other benefits -142 -59
Social security -63 -30
Of which pension costs -16 -8
Total -205 -89
Number of employees

19.01- 17.12-

19.12 18.12
Average over the period
Men 260 125
Women 45 18
Total 305 143
End of period
Men 299 36
Women 41 203
Total 340 239

All employees of the Group are employed in Sweden.
Out of the Board members, 100% (100%) are men.

Guidelines

Fees are payable to the Chairman and Board
members in accordance with decisions taken at the
Annual General Meeting. Board fees were not paid to
any Board members who receive salary in any of the
Group companies.

The Annual General Meeting defines guidelines
concerning Management compensation.
Remuneration to the Managing Director comprises,
among others, basic salary, variable remuneration,
other benefits and pension cost.
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Pension benefits and other benefits for the Managing
Director and other senior executives are paid as part
of total remuneration.

Pension
The retirement age for the Managing Director is 65.

No pension obligations have been entered into for
Board members not permanently employed by one of
the Group companies.

Severance pay

A mutual notice period of six months applies between
the company and the Managing Director.

G8 FINANCIAL INCOME AND EXPENSES

19.01- 17.12-
SEKm 19.12 18.12
Financial income
Interest income -1 0
Revaluation of additional purchase price 8 0
Exchange rate gain 0 3
Other financial income 6 5
Total 13 8
Financial costs
Interest expenses -56 -30
Exchange rate loss -1 0
Revaluation of additional purchase price -5 0
Other financial costs -2 -1
Total -64 -31
G9 INCOME TAX

19.01- 17.12-
SEKm 19.12 18.12
Current tax -10 -5
Changes in current tax previous periods -1 -
Deferred tax -21 -5
Total -33 -10

19.01-  17.12-
SEKm 19.12 18.12
Tax according to Swedish tax rate -4 -16
Tax rate 21.4% 22%
Tax effect from:
Non-taxable income 3 0
Non-deductible expenses -12 -1
Changes in current tax previous periods -1 0
Changes in tax rate 0 2
Other -19 5
Total -33 -10

G10 EXCHANGE RATE DIFFERENCES

Exchange rate differences are recognised in the
statement of comprehensive income as follows:

19.01- 17.12-
SEKm 19.12 18.12
Other operating income 1 1
Other operating costs -
Financial items -1 3
Total 0 4
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G11 DISCONTINUED OPERATIONS

In December 2019, the subsidiary Siljan Wood
Products AB was divested, and its contribution to the
consolidated income statement is subsequently
disclosed as profit / loss from discontinued
operations. Siljan Wood Products AB’s income
statement for the reporting period is summarised as
follows:

19.01- 17.12-
SEKm 19.12 18.12
Net sales 28 80
Operating profit -22 -25
Capital loss on sale -4
Financial items 0 0
Tax 2 0
Profit / loss for the period -24 -25

G12 INVESTMENTS IN SUBSIDIARIES

% Ownership
Sawmill companies

Bergkvist-Insjon AB , Sweden 100%
Siljan Timber AB, Sweden 100%
Blyberg Timber AB, Sweden 100%
Forest companies

Siljan Skog AB, Sweden 100%
WEDA Skog AB, Sweden 70%
Other companies

Siljan Group AB, Sweden 100%
Bergkvist Timber Vaxjo KB, Sweden 100%
Insjohamn AB, Sweden 1) 100%
Albyns Skog AB, Sweden 1) 100%

1) Dormant companies
G13 TANGIBLE ASSETS

Buildings and property

19.01- 17.12-
SEKm 19.12 18.12
Acquisition cost
Value beginning of the period 214 0
Investments 241 214
Sales and disposals - -
Reclassifications - -
Value end of the period 455 214
Depreciation
Value beginning of the period -83 -
Investments -128 -80
Depreciation -14 -3
Sales and disposals - -
Value end of the period -225 -83
Carrying amount 230 131
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Machinery

19.01- 17.12-
SEKm 19.12 18.12

Acquisition cost

Value beginning of the period 746 0
Investments 761 746
Sales and disposals - -
Reclassifications = -
Value end of the period 1,507 746

Depreciation

Value beginning of the period -541 -
Investments -543 -533
Depreciation -14 -8
Sales and disposals - -
Value end of the period -1,098 -541

Carrying amount 409 205

Assets under construction

19.01- 17.12-
SEKm 19.12 18.12

Acquisition cost

Value beginning of the period 1 0

Investments 15 1
Sales and disposals - -
Reclassifications -

Value end of the period 16 1

Depreciation

Value beginning of the period - 0
Investments - -
Depreciation - -
Sales and disposals - -

Value end of the period - 0

Carrying amount 16 1

G14 INTANGIBLE ASSETS

Goodwill

19.01- 17.12-
SEKm 19.12 18.12

Acquisition cost

Value beginning of the period - -

Investments 189 -
Sales and disposals - -
Reclassifications = -
Value end of the period 189 -

Depreciation

Value beginning of the period - -

Investments - -
Amortisation and impairment - -
Sales and disposals - -

Value end of the period - -

Carrying amount 189 -
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Customer relations

19.01-
19.12

17.12-

SEKm 18.12

Acquisition cost

Value beginning of the period 15 0
Investments 69 15
Sales and disposals - -
Reclassifications = -
Value end of the period 85 15

Depreciation

Value beginning of the period -1 -
Investments - -
Amortisation and impairment -5 -1
Sales and disposals - -
Value end of the period -6 -1

Carrying amount

Other intangible assets

19.01-
19.12

17.12-

SEKm 18.12

Acquisition cost

Value beginning of the period - -
Investments 5 -
Sales and disposals - -
Reclassifications - -

Value end of the period 5 -
Depreciation

Value beginning of the period - -
Investments - -
Amortisation and impairment -0 -
Sales and disposals - -
Value end of the period -0 -
Carrying amount 5 -

G15 NON-CURRENT FINANCIAL ASSETS

SEKm 19.12.31 18.12.31
Non-current interest bearing receivables 17 0
Other non-current financial assets 1 0
Shares in associated companies 0 0
Shares in unlisted companies 0 0
Total 18 0

G16 SHARES IN ASSOCIATED COMPANIES

The subsidiary Bergkvist-Insjon AB owns 50% of
Biodal Kraftvdrme AB. Biodal Kraftvarme AB is
classified as a joint venture and is recognised using
the equity method, with a carrying amount of SEK 50k
on December 31, 2019.
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G17 RIGHT-OF-USE ASSETS

19.01- 17.12-
SEKm 19.12 18.12
Machinery
Value beginning of the period 148 0
New contracts - 182
Terminated contracts -68 -30
Depreciation -5 -4
Value end of the period 75 148
Industrial vehicles
Value beginning of the period 24 0
New contracts 7 29
Terminated contracts -19 -
Depreciation -6 -5
Value end of the period 6 24
Other
Value beginning of the period 4 0
New contracts 5) 5
Terminated contracts = -
Depreciation -3 -1
Value end of the period 6 4
Total
Value beginning of the period 176 0
New contracts 12 216
Terminated contracts -87 -30
Depreciation -14 -10
Value end of the period 87 176

No significant variable lease payments were
identified that are not included in the right-of-use
liability. Total cash flow related to lease contracts,
including settlement of existing contracts, amounted
to SEK -108m (-54m) for the period. Profit / loss for
the period includes SEK -6m (-2m) of leasing
contracts with short life and/or of limited value.

G18 INVENTORY

SEKm 19.12.31 18.12.31
Sawn wood products 156 109
Lumber 33 10
Other 25 17
Total 215 136
G19 TRADE RECEIVABLES

SEKm 19.12.31 18.12.31
Trade receivables, gross 242 158
Provision for doubtful receivables -2 -2
Total 240 156
G20 OTHER CURRENT ASSETS

SEKm 19.12.31 18.12.31
Advances to forest owners 71 42
VAT receivables 26 16
Tax receivables 3 1
Other 0 0
Total 100 59
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G21 PREPAID COSTS AND ACCRUED
INCOME

SEKm 19.12.31 18.12.31
Prepaid insurance 1 18
Prepaid rent 0 0
Accrued income 19 0
Other 9 23
Total 30 41

G22 CASH AND CASH EQUIVALENTS

SEKm 19.12.31 18.12.31
Bank balances 205 14
Total 205 14

G23 BORROWING

Liabilities to credit institutions and related parties that
have been classified as current pertain to the portion
of the loan that has no unconditional right to postpone
payment of the liability for at least 12 months after the
end of the reporting period.

Shareholder loans

Shareholder loans amount to SEK 354m and are
denominated in Euros at an amount of EUR 32.3m.
The applicable interest rate is 8.25%, with maturities
in 2024-2025.

Bond loans

In July 2019, the Group issued Senior Secured
Callable Floating Rate Bonds on the Frankfurt stock
exchange, maturing in 2023. The bond loan is
denominated in SEK, issued at a nominal value of
SEK 1,150,000k and carries an interest rate of
STIBOR 3 months + 5.75% per annum. Under the
bond terms and agreements certain financial
undertakings exist, such as the relationship between
net debt and EBITDA which must not exceed certain
agreed levels during the term of the loan. The Group
met all financial undertakings during the reporting
period.

For the majority of the Group’s borrowing, the fair
values do not differ materially from their carrying
amounts, since their respective interest payable is
either close to current market rates or the borrowing
is of a short-term nature. The bond loan had a fair
value of SEK 743m as of December 31, 2019.

Bank overdraft facility

The Group has an approved bank overdraft facility of
SEK 100m. Out of the approved amount SEK Om
(SEK 58m) was utilized as of December 31, 2019.
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SEKm 19.12.31 18.12.31
Non-current liabilities to credit institutions, etc.

Bond loan 655 -
Right-of-use liabilities 60 122
Bank loan - 83
Total 715 205
Other non-current financial liabilities

Vendor note - 21
Earn-out - 8
Shareholder loans 354 143
Total 354 172
Current liabilities to credit institutions, etc.

Bond loan 87 -
Right-of-use liabilities 21 42
Bank loan - 20
Overdraft facility - 59
Total 108 121
Other current financial liabilities

Vendor note 21 -
Earn-out 0 20
Total 21 20

Total borrowing 1,198 518

G24 CHANGES IN FINANCIAL LIABILITIES

Bond loan

19.01- 17.12-
SEKm 19.12 18.12
Value beginning of the period 0 -
Cash inflow 730 -
Cash outflow -11 -
Non-cash items 1) 23 -
Value end of the period 742 -
Right-of-use liabilities

19.01- 17.12-
SEKm 19.12 18.12
Value beginning of the period 164 -
Cash inflow 0 -
Cash outflow -98 -46
Non-cash items 1) 15 210
Value end of the period 81 164
Liabilities to credit institutions

19.01- 17.12-
SEKm 19.12 18.12
Value beginning of the period 162 0
Cash inflow - 28
Cash outflow -162 -
Non-cash items 1) - 134
Value end of the period - 162
Shareholder loans

19.01- 17.12-
SEKm 19.12 18.12
Value beginning of the period 143 0
Cash inflow 192 140
Cash outflow - -
Non-cash items 1) 19 3
Value end of the period 354 143
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Other

19.01- 17.12-
SEKm 19.12 18.12
Value beginning of the period 48 -
Cash inflow - 20
Cash outflow -25 -
Non-cash items -2 28
Value end of the period 21 48

1) Includes accrued interest, acquired debt and exchange rate
differences

G25 DEFERRED TAX LIABILITY

SEKm 19.12.31 18.12.31
Untaxed reserves 27 3
Tangible assets 0 -8
Intangible assets 17 3
Right-of-use assets 2 -2
Other 26 28
Total 72 25

G26 PROVISIONS FOR PENSIONS

The Group offers defined benefit plans in Sweden. All
defined benefit plans are final salary plans, which
guarantee pension payments during the remaining
lifetime of the employees covered by the plan. The
level of benefits provided depends on the plan
participants’ length of service as well as their salary
during the final years leading up to retirement.

The amounts recognised in the statement of
comprehensive income are as follows:
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SEKm
17.12-18.12
Value beginning of the period -
Current service costs 0
Service costs previous years =
Net interest expense 0
Recognized in comprehensive income 1
Gain / loss of financial assumptions 0
Gain / loss of demographic assumptions -
Recognized in other comprehensive income 0
Contribution:
Employer -
Plan participants -
Benefit payments 0
Assumed through business combination 22
Value end of the period 22
19.01-19.12
Value beginning of the period 22
Current service costs 1
Service costs previous years =
Net interest expense 1
Recognized in comprehensive income 1
Gain / loss of financial assumptions 5
Gain / loss of demographic assumptions -
Recognized in other comprehensive income 5
Contribution:
Employer -
Plan participants -
Benefit payments -1
Assumed through business combination -
Value end of the period 28
Key assumptions

19.01- 17.12-
SEKm 19.12 18.12
Discount rate (%) 1.40%  2.40%
Inflation (%) 1.80% 1.90%
Salary increase (%) 1.90% 1.90%
Sensitivity analysis
Changes in pension liability:
Discount rate +0.50% -3 -2
Discount rate -0.50% 3 2
Inflation +0.50% -2 1
Inflation -0.50% 2 -1
Salary increase +0.50% 2 1
Salary increase -0.50% -2 -1

G27 DEFERRED COSTS AND PREPAID
INCOME

SEKm 19.12.31 18.12.31
Accrued raw material 70 41
Accrued salaries 25 13
Accrued social security 10 5
Other 42 27
Total 147 87
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G28 PLEDGED ASSETS

SEKm 19.12.31 18.12.31
Property mortgages 384 216
Company mortgages 428 282
Shares in subsidiaries 205 173
Other 47 0
Total 1,064 671

G29 RELATED PARTY TRANSACTIONS

Dilasso Holding 2 S.A.R.L. owns 100% of the Parent
Company’s shares and has a controlling influence
over the Group. Related parties constitute all
subsidiaries within the Parent Group as well as senior
executives in the Group and their respective family
members. Transactions are carried out at arm’s
length.

19.01- 17.12-
SEKm 19.12 18.12
Interest expenses -19 -8
Total -19 -8
Non-current liabilities 354 143
Total 354 143

Liabilities from related parties relate to cash injection
made in connection with the acquisitions of Siljan
Group AB and Bergkvist-Insjon AB. The loans mature
in 2024-2025, are denominated in Euros and carry a
payment-in-kind interest rate of 8.25%.

All related party transactions have been recorded in
the Parent Company.

G30 BUSINESS COMBINATIONS
Siljan Group AB

On May 16, 2018, the Parent Company acquired
100% of the shares in Siljan Group AB, a group
comprising sawmills operations as well as trading of
sawn wood products and related forest products. The
table below summarises the purchase consideration
paid for Siljan Group AB and the fair value of all
assets and liabilities at the acquisition date.

SEKm

Kopeskilling 2018.05.16

Likvida medel 140
Tillaggskopeskilling 28
Summa 168

Bokfort varde av identifierbara
forvarvade tillgdngar och upptagna skulder

Likvida medel 4
Immateriella anlaggningstillgangar 15
Materiella anlaggningstillgangar 400
Ovriga kortfristiga fordringar 309
Réantebarande skulder -333
Uppskjutna skatteskulder 7
Ovriga kortfristiga skulder -234
Summa 168
Goodwill -
Kassautfléde 136
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The acquired group contributed net revenues and
operating profit of SEK 837m and SEK 99m,
respectively, in the consolidated income statement.
On a pro-forma basis, should the acquisition have
been completed on January 1, 2018, the
consolidated net revenues and operating profit would
have amounted to SEK 1,349m and SEK 129m
(excluding discontinued operations), respectively.
These amounts have been calculated based on the
results of the respective subsidiaries, adjusted for
differences in accounting policies and additional
depreciations and amortization of fair value from
January 1, 2018.

Acquisitions-related costs of SEK 2m are included in
other external costs in the consolidated statement of
comprehensive income.

Bergkvist-Insjon AB

On July 17, 2019 the Parent Company acquired
100% of the shares in Bergkvist-Insjon AB, a group
comprising sawmills operations as well as trading of
sawn wood products and related forest products. The
table below summarises the purchase consideration
paid for Bergkvist-Insjon AB and the fair value of all
assets and liabilities at the acquisition date. The
goodwill is attributable to the potential in synergies
that the new Group is expected to benefit from. The
synergies include production optimization, joint raw-

material sourcing and an improved marketing
concept.

SEKm

Kopeskilling 2019.07.16

Likvida medel 602
Tillaggskopeskilling -
Summa 602

Bokfort varde av identifierbara
forvarvade tillgangar och upptagna skulder

Likvida medel 19
Immateriella anlaggningstillgangar 73
Materiella anlaggningstillgangar 227
Ovriga kortfristiga fordringar 401
Rénteb&rande skulder -14
Uppskjutna skatteskulder -22
Ovriga kortfristiga skulder -271
Summa 413
Goodwill 189
Kassautfléde 583

The acquired group contributed net revenues and
operating profit of SEK 711m and SEK 24m,
respectively, in the consolidated income statement.
On a pro-forma basis, should the acquisition have
been completed on January 1, 2019, the contributed
net revenues and operating profit would have
amounted to SEK 2,914m and SEK 113m,
respectively. These amounts have been calculated
based on the results of the respective subsidiaries,
adjusted for differences in accounting policies and
additional depreciations and amortization of fair value
from January 1, 2019.
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Acquisition-related costs of SEK 2m are included in
other external costs in the consolidated statement of
comprehensive income and in cash flow from
operating activities in the cash flow statement.

G31 ADDITIONAL DISCLOSURES TO THE
CASH FLOW STATEMENT

Adjustment for non-cash items

19.01- 17.12-
SEKm 19.12 18.12
Depreciation and write-downs 48 22
Derivatives 0 -5
Exchange rate effects 1 -3
Revaluation of financial items -8 -
Accrued interest expense 31 8
Total 74 21
Received and paid interest

19.01- 17.12-
SEKm 19.12 18.12
Received interest income = -
Paid interest expense -25 -22
Total -25 -22
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G32 DEFINITION OF KEY INDICATORS

EBITDA: Operating Profit
amortisations and write-downs.

less depreciations,

Adjusted EBITDA: Operating Profit less
depreciations, amortisations, write-downs,
transactions costs and other non-recurring items

Net debt: All interest-bearing liabilities excluding
provisions for pensions, less cash and cash
equivalents and interest-bearing receivables.

G33 EVENTS AFTER REPORTING PERIOD

As for the majority of companies in the world, the
global COVID-19 outbreak is expected to impact
Bergkvist Siljan’s operations. Still, for the period
leading up to April 29, 2020, the actual business
impact has been fairly limited. Due to the nature of
the outbreak, along with the associated
countermeasures implemented by various countries,
there remains a certain level of uncertainty going
forward, notably related to the demand outlook in
Japan and Europe for the next upcoming months.
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PARENT COMPANY INCOME STATEMENT

SEKm

Note 2019.01- 2017.12-
2019.12 2018.12

Net sales

Changes in products in progress and finished goods
Other operating income

Total

Raw materials and consumables
Gross profit

Personnel costs

Other external costs

Depreciation and write-downs

Other operating costs

Profit from investments in associates and JVs
Operating profit

Financial income
Financial costs
Profit after financial items

Appropriations
Profit before tax

Tax
Profit / loss for the period

P2, P10 2 2
2 2

2 2

P3 -6 -3

-4 -1

13 1

-44 -5

P4, P10 -35 -5
P11 3 -
-32 -5

P5 1 -

-31 -5
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PARENT COMPANY BALANCE SHEET

SEKm Note 2019.12.31 2018.12.31
ASSETS

Non-current financial assets P6, P10 1,105 200
Deferred tax assets 1

Total non-current assets 1,107 200
Trade receivables - 0
Other current assets 1 0
Prepaid costs and accrued income 1 0
Cash and cash equivalents P7 30 6
Total current assets 31 7
Total assets 1,138 207
EQUITY AND LIABILITIES

Share capital P8 1 0
Other equity 54 22
Retained earnings -36 -5
Total equity 19 16
Bond loan 655 -
Shareholder loans P10 354 143
Contingent consideration - 8
Other non-current liabilities - 20
Non-current liabilities 1,009 170
Bond loan 87 -
Contingent consideration - 20
Other non-current liabilities 20 -
Trade payables 1 0
Other current liabilities -0 -0
Deferred costs and prepaid income 2 0
Current liabilities 110 20
Total equity and liabilities 1,138 207
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PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

Share Retained  Profit and

SEKm capital Other equity earnings loss; Total equity
2017.12-2018.12

Opening balance 0 - - - 0
Profit / loss - - - -5 -5
Transfer profit and loss previous year - - - - -
Total income - - - -5 -5
Shareholder contribution - 21 - - 21
Transactions with shareholders - 21 - - 21
Transactions within equity - - - - -
Closing balance 0 21 - -5 16
2019.01-2019.12

Opening balance 0 21 - -5 16
Profit / loss - - - -31 -31
Transfer profit and loss previous year - - -5 5 -
Total income - - -5 -26 -31
Shareholder contribution - 33 - - 33
Transactions with shareholders - 33 - - 33
Bonus issue 1 -1 - - -
Transactions within equity 1 -1 - - -
Closing balance 1 54 -5 -31 19
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PARENT COMPANY CASH FLOW STATEMENT

SEKm Note 2019.01- 2017.12-
2019.12 2018.12
Profit before tax -35 -5
Adjustments for non-cash items P12 15 2
Paid tax - -
Cash flow from operating activities
before changes in working capital -21 -3
Net change in working capital 3 -2
Cash flow from operating activities -18 -5
Acquisitions and divestments of subsidiaries -602 -140
Loans to subsidiaries -287 -30
Cash flow from investing activities -889 -170
Bond emission 730 -
Shareholders contribution 33 21
Other debt transactions, net 167 160
Cash flow from financing activities 931 181
Cash flow for the period 24 6
Cash and cash equivalents beginning of period 6 -
Cash and cash equivalents end of period 30 6
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NOTES TO THE PARENT COMPANY ANNUAL REPORT

P1 PARENT COMPANY ACCOUNTING
PRINCIPLES

The principal accounting policies applied in the
preparation of this annual report are set out below.
These policies have been consistently applied to all
the years presented, unless stated otherwise.

The Annual Report for the Parent Company was
prepared in accordance with RFR 2 Accounting for
Legal Entities and the Swedish Annual Accounts Act.
If the Parent Company applies other accounting
policies than the Group’s account policies, as
described in Note G1 in the consolidated accounts,
these are presented below.

The Annual Report is prepared in accordance with
the cost method.

The preparation of financial statements in
compliance with RFR 2 requires the use of certain
key accounting estimates. In addition, Management
must make certain assessments in the application of
the Parent Company’s accounting policies. Those
areas that include a high level of judgement, that are
complex or such areas where assumptions and
estimations are of material importance for the annual
accounts, are stated in Note G3 of the consolidated
accounts.

The Parent Company is exposed to a number of
different financial risks through its business activities:
market risk (currency and interest-rate risk), credit
risk and liquidity risk. The Parent Company’s overall
risk-management  policy focuses on the
unpredictability of the financial markets and
endeavours to minimise potential unfavourable
effects on the Group’s financial earnings. For more
information on financial risks, refer to G2 of the
consolidated accounts.

The Parent Company applies other accounting
policies than the Group in the cases stated below:

Presentation formats

The presentation format prescribed in the Swedish
Annual Accounts Act is used for the income
statements and balance sheets. The presentation
format for the statement of changes in equity is also
consistent with the Group’s format, but must also
include the information stated in the Annual Accounts
Act. Moreover, there is a difference in terms,
compared with the consolidated accounts, mainly
with regard to financial income and expenses and
equity.

Shareholders’ contributions and

contributions

Group

Group contributions paid by the Parent Company to
subsidiaries and Group contributions received by the
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Parent Company from subsidiaries were recognised
as appropriations. Shareholder contributions paid are
recognised in the Parent Company as an increase in
the holding’s carrying amount and in the receiving
company as an increase in equity.

Financial instruments

IFRS 9 is not applied in the Parent Company.
Instead, the Parent Company applies the policies set
out in RFR 2 (IFRS 9 Financial instruments, p. 3-10).

Financial instruments are measured based on cost.
Financial assets acquired with the intention of a short
holding period will be recognised in subsequent
periods in accordance with the lower value principle,
at the lower of cost and market value. Derivative
instruments with negative fair value are measured at
fair value.

When calculating the net realisable value of
receivables recognised as current assets, the
policies for impairment testing and loss risk provision
in IFRS 9 are applied. For a receivable recognised at
amortised cost at consolidated level, this entails that
the loss risk provision recognised in the Group in
accordance with IFRS 9 is also to be recognised in
the Parent Company.

Leased assets

The Parent Company has chosen not to apply IFRS
16 Leases, but to apply RFR 2 IFRS 16 Leases p.p.
2-12. This choice entails that no right-of-use assets
and lease liabilities are recognised in the balance
sheet, but lease payments are recognised as a cost
on a straight-line basis over the lease term. The
Parent Company holds no leasing contracts.

P2 OTHER OPERATING INCOME

19.01- 17.12-
SEKm 19.12 18.12
Consulting fees from group companies 2 2
Total 2 2
P3 AUDITORS FEE

19.01- 17.12-
SEKk 19.12 18.12
PWC
Audit engagement -79 -35
Tax services - -
Other -501 -
Total -580 -35
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P4 FINANCIAL INCOME AND EXPENSES

19.01- 17.12-
SEKm 19.12 18.12
Financial income
Interest income 13 1
Exchange rate gain -
Total 13 1
Financial costs
Interest expenses -43 -8
Exchange rate loss -1 3
Other financial costs -
Total -44 -5
P5 INCOME TAX

19.01- 17.12-
SEKm 19.12 18.12
Current tax - R
Changes in current tax previous periods - -
Deferred tax 1 -
Total 1 -

19.01- 17.12-
SEKm 19.12 18.12
Tax according to Swedish tax rate 8 1
Tax effect from:
Non-taxable income - 1
Non-deductible expenses =3 -2
Changes in current tax previous periods - -
Other -3 -
Total 1 0

P6 INVESTMENTS IN SUBSIDIARIES

Carrying amount

% Shares 19.12.31 18.12.31
Bergkvist-Insjon AB, 53,334

Sweden 556108-6207 (100%) 604 -
Siljan Group AB 755,000

Sweden 556021-1830 (100%) 166 169
P7 CASH AND CASH EQUIVALENTS

SEKm 19.12.31 18.12.31
Bank balances 30 6
Total 30 6

P8 SHARES AND SHARE CAPITAL

The Company has 500 shares issued, with a total
share capital of SEK 500,000.
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P9 BORROWINGS

SEKm 19.12.31 18.12.31
Non-current liabilities to credit institutions, etc.

Bond loan 667 -
Total 667 -
Other non-current financial liabilities

Vendor note - 21
Earn-out - 8
Shareholder loans 354 143
Total 354 172
Current liabilities to credit institutions, etc.

Bond loan 75 -
Total 75 -
Other current financial liabilities

Vendor note 21 -
Earn-out 0 20
Total 21 20
Total borrowings 1,117 191

P10 RELATED PARTY TRANSACTIONS

Dilasso Holding 2 S.A.R.L. owns 100% of the Parent
Company’s shares and has a controlling influence
over the Group. Related parties constitute all
subsidiaries within the Parent Group as well as senior
executives in the Group and their respective family
members. Transactions are carried out at arm’s
length.

19.01- 17.12-
SEKm 19.12 18.12
Other operating income 2 2
Total 2 2
Interest income 13 1
Interest expense -19 -8
Total -6 -8
Non-current financial assets 331 31
Total 331 31
Non-current liabilities 354 143
Total 354 143

All operating income pertain to consultancy services
to the subsidiaries in connection with the transaction
and the subsequent synergy-related activities.

Non-current financial assets consist of shareholder
loans to the subsidiaries.

For information regarding the liabilities to related
parties, please refer to Note G30 in the Group
Financial Statements.

P11 APPROPRIATIONS

19.01- 17.12-
SEKm 19.12 18.12
Group contributions received 3 -
Total 3 -
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P12 ADDITIONAL DISCLOSURES TO THE

CASH FLOW STATEMENT

Adjustment for non-cash items

19.01- 17.12-
SEKm 19.12 18.12
Transaction costs -2 -1
Exchange rate effects 1 -3
Accrued interest expense 19 7
Other -3 -
Total 15 2
Received and paid interest

19.01- 17.12-
SEKm 19.12 18.12
Received interest income = -
Paid interest expense -11 -
Total -11 -

P13 PLEDGED ASSETS

SEKm

19.12.31 18.12.31

Shares in subsidiaries
Loans to subsidiaries
Total

774 -
330 -
1,104 -

P14 PROPOSED APPROPRIATIONS OF

PROFITS

The Board of Directors and CEO propose the
available funds according to the balance sheet to be

appropriated as follows:

Carried Forward
Total

BERGKVIST-SILJAN AB (PUBL)

SEK 18,060,317
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The consolidated income statement and balance sheet will be presented to the Annual General Meeting on May 3,
2020 for adoption.

The Board of Directors and Managing Director affirm that the consolidated accounts have been prepared in
accordance with International Financial Reporting Standards (IFRS), as adopted by the EU, and provide a true and
fair view of the Group’s profit and financial position. The Annual Report has been prepared in accordance with the
generally accepted accounting policies and provides a true and fair view of the Parent Company’s profit and financial
position.

The directors report for the Group and the Parent Company provides a fair review of the development of the Group’s
and Parent Company’s operations, profit and financial position and describes material risks and uncertainty factors
faced by the Parent Company and the companies included in the Group.

Mora, April 29, 2020

UIf Bergkvist Hakan Dorm
Chairman of the Board Board member
Jonas Bjornstahl Anders Nilsson
Board member CEO

Our auditor’s report was submitted on April 30, 2020

Ohrlings PricewaterhouseCoopers AB

Anders Hvittfeldt

Authorised Public Accountant
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Auditor’s report

To the general meeting of the shareholders of Bergkvist-Siljan AB (publ), corporate identity number
559136-6686

Report on the annual accounts and consolidated accounts

Opinions
We have audited the annual accounts and consolidated accounts of Bergkvist-Siljan AB (publ), for the year 2019.

In our opinion, the annual accounts have been prepared in accordance with the Annual Accounts Act and present
fairly, in all material respects, the financial position of parent company as of 31 December 2019 and its financial
performance and cash flow for the year then ended in accordance with the Annual Accounts Act. The
consolidated accounts have been prepared in accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of the group as of 31 December 2019 and their financial performance and
cash flow for the year then ended in accordance with International Financial Reporting Standards (IFRS), as
adopted by the EU, and the Annual Accounts Act. The statutory administration report is consistent with the other
parts of the annual accounts and consolidated accounts.

We therefore recommend that the general meeting of shareholders adopts the income statement and balance
sheet for the parent company and the group.

Basis for Opinions

We conducted our audit in accordance with International Standards on Auditing (ISA) and generally accepted
auditing standards in Sweden. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities section. We are independent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have otherwise fulfilled our ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors and the Managing Director are responsible for the preparation of the annual accounts and
consolidated accounts and that they give a fair presentation in accordance with the Annual Accounts Act and,
concerning the consolidated accounts, in accordance with IFRS as adopted by the EU. The Board of Directors
and the Managing Director are also responsible for such internal control as they determine is necessary to enable
the preparation of annual accounts and consolidated accounts that are free from material misstatement, whether
due to fraud or error.

In preparing the annual accounts and consolidated accounts, The Board of Directors and the Managing Director
are responsible for the assessment of the company’s and the group’s ability to continue as a going concern. They
disclose, as applicable, matters related to going concern and using the going concern basis of accounting. The
going concern basis of accounting is however not applied if the Board of Directors and the Managing Director
intends to liquidate the company, to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether the annual accounts and consolidated accounts
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs and generally accepted auditing standards in Sweden will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
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individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these annual accounts and consolidated accounts.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the annual accounts and consolidated accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinions. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of the company’s internal control relevant to our audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Board of Directors and the Managing Director.

e Conclude on the appropriateness of the Board of Directors’ and the Managing Director’s use of the going
concern basis of accounting in preparing the annual accounts and consolidated accounts. We also draw a
conclusion, based on the audit evidence obtained, as to whether any material uncertainty exists related to
events or conditions that may cast significant doubt on the company’s and the group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the annual accounts and consolidated accounts or, if such
disclosures are inadequate, to modify our opinion about the annual accounts and consolidated accounts. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause a company and a group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the annual accounts and consolidated accounts,
including the disclosures, and whether the annual accounts and consolidated accounts represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtain sufficient and appropriate audit evidence regarding the financial information of the entities or business
activities within the group to express an opinion on the consolidated accounts. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our opinions.

We must inform the Board of Directors of, among other matters, the planned scope and timing of the audit. We
must also inform of significant audit findings during our audit, including any significant deficiencies in internal
control that | identified.

Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consolidated accounts, we have also audited the
administration of the Board of Directors and the Managing Director Bergkvist-Siljan AB (publ), for the year 2019
and the proposed appropriations of the company’s profit or loss.

We recommend to the general meeting of shareholders that the profit be appropriated in accordance with the
proposal in the statutory administration report and that the members of the Board of Directors and the Managing
Director be discharged from liability for the financial year.

Basis for Opinions

We conducted the audit in accordance with generally accepted auditing standards in Sweden. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities section. We are independent of the
parent company and the group in accordance with professional ethics for accountants in Sweden and have
otherwise fulfilled our ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinions.
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Responsibilities of the Board of Directors and the Managing Director

The Board of Directors is responsible for the proposal for appropriations of the company’s profit or loss. At the
proposal of a dividend, this includes an assessment of whether the dividend is justifiable considering the
requirements which the company's and the group’s type of operations, size and risks place on the size of the
parent company's and the group’s equity, consolidation requirements, liquidity and position in general.

The Board of Directors is responsible for the company’s organization and the administration of the company’s
affairs. This includes among other things continuous assessment of the company’s and the group’s financial
situation and ensuring that the company's organization is designed so that the accounting, management of assets
and the company’s financial affairs otherwise are controlled in a reassuring manner. The Managing Director shall
manage the ongoing administration according to the Board of Directors’ guidelines and instructions and among
other matters take measures that are necessary to fulfill the company’s accounting in accordance with law and
handle the management of assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby our opinion about discharge from liability, is
to obtain audit evidence to assess with a reasonable degree of assurance whether any member of the Board of
Directors or the Managing Director in any material respect:

e has undertaken any action or been guilty of any omission which can give rise to liability to the company, or

e in any other way has acted in contravention of the Companies Act, the Annual Accounts Act or the Articles of
Association.

Our objective concerning the audit of the proposed appropriations of the company’s profit or loss, and thereby our
opinion about this, is to assess with reasonable degree of assurance whether the proposal is in accordance with
the Companies Act.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards in Sweden will always detect actions or omissions that can give rise to
liability to the company, or that the proposed appropriations of the company’s profit or loss are not in accordance

with the Companies Act.

As part of an audit in accordance with generally accepted auditing standards in Sweden, we exercise professional
judgment and maintain professional skepticism throughout the audit. The examination of the administration and
the proposed appropriations of the company’s profit or loss is based primarily on the audit of the accounts.
Additional audit procedures performed are based on our professional judgment with starting point in risk and
materiality. This means that we focus the examination on such actions, areas and relationships that are material
for the operations and where deviations and violations would have particular importance for the company’s
situation. Our examine and test decisions undertaken, support for decisions, actions taken and other
circumstances that are relevant to our opinion concerning discharge from liability. As a basis for our opinion on the
Board of Directors’ proposed appropriations of the company’s profit or loss we examined whether the proposal is
in accordance with the Companies Act.

Mora den 30 april 2020

Onhrlings PricewaterhouseCoopers AB

Anders Huvittfeldt
Authorized Public Accountant
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