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CAPMAN ANNUAL GROUP CORPORATE REPORT OF THE FINANCIAL
REPORT 2018 GOVERNANCE BOARD OF DIRECTORS STATEMENTS

Group Statement of Comprehensive Income (IFRS)

EUR 1,000 Note 1 Jan-31 Dec 2018 1 Jan-31 Dec 2017
Management fees 22,123 19,583
Sale of services 10,337 7,108
Carried interest 1,022 4,418
Dividend and interest income from financial assets held for trading 2,510 3,735
Turnover 2,3 35,992 34,843
Other operating income 4 4 15
Employee benefit expenses 5 -19,863 -21,366
Depreciation 6 -171 -1,716
Other operating expenses 7 -9,102 -9,876
Fair value gains/losses of investments 9 5,092 17,582
Operating profit 11,951 19,482
Finance income 10 490 289
Finance costs 10 -3,159 -3,460
Share of the income of investments accounted for using the equity method 11 0 -87
Profit before taxes 9,282 16,224
Income taxes 12 -801 -757
Profit for the financial year 8,481 15,467
Other comprehensive income:

Items that may be subsequently reclassified to profit or loss

Translation difference 71 -256
Total comprehensive income 8,552 15,211
Profit attributable to:

Equity holders of the Company 8,064 15,472
Non-controlling interest 418 -5
Total comprehensive income attributable to:

Equity holders of the Company 8,134 15,216
Non-controlling interest 418 -5
Earnings per share for profit attributable to the equity holders of the Company:

Earnings per share (basic), cents 13 5.5 10.4
Earnings per share (diluted), cents 13 5.4 10.2

The Notes are an integral part of the Financial Statements.
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Group Balance Sheet (IFRS)
EUR 1,000 Note 31 Dec 2018 31 Dec 2017 EUR 1,000 Note 31 Dec 2018 31 Dec 2017
ASSETS EQUITY AND LIABILITIES
Non-current assets Capital attributable to the Company's
Tangibl ; 12 =T 287 equity holders 24
Ga”gd' TI assets i T i as Share capital 772 772
O?: W_I rangibl ; 16 ! oE Y208 Share premium account 38,968 38,968
| ert'” a:g' ti "’_‘ssels P Other reserves 83,812 82,550
Ig\slgs ments at fail vale Hrough protit an 18 Translation difference -286 .357
Investments in funds 80,583 58,264 Retained earnings 2,728 4,766
ity i Total capital attributable to the Company's
Growth. eqwt.y investments 0 28,840 equity holders 120,537 126,699
Other financial assets 2,548 142
R I.nvisltments In joint ventures 19 :’g;: :’?le; Non-controlling interests 433 -5
ecevables ’ ' Total equity 120,970 126,694
Deferred tax assets 20 2,026 1,752
99,808 102,100 Non-current liabilities
c ¢ " Deferred tax liabilities 20 3,285 8,573
urrent assets
Trad 4 oth — 21 12,66 3725 Interest-bearing loans and borrowings 25 49,705 45,215
F_ra € a_”l ° ir retcfe'_va TS o o ’ : Other non-current liabilities 167 124
inancial assets at fair value through profi
and loss 22 39,006 77,144 53,157 53,912
Cash and bank 23 54,544 23,291
106,196 109,160 Current liabilities
Trade and other payables 26 16,808 26,837
Total assets 206,003 211,259 Interest-bearing loans and borrowings 27 9,989 3,000
Current income tax liabilities 5,078 816
31,875 30,653
Total liabilities 85,032 84,565
Total equity and liabilities 206,003 211,259
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Group Statement of Changes in Equity (IFRS)

Attributable to the equity holders of the Parent Company

Share Non-
Share premium Other Translation Retained controlling
EUR 1,000 Note capital account reserves difference earnings Total interests
Equity on 31 December 2017 24 772 38,968 97,111 -101 6,229 142,979
Profit for the year 15,473 15,473 -5
Other comprehensive income for the year
Currency translation differences -256 -256
Total comprehensive income for the year -256 15,473 15,217 -5
Share subscriptions with options 421 421
Options 96 61 157
Dividends -13,047 -13,047
Share issue -78 -78
Repayment of hybrid bond -15,000 -3,950 -18,950
Equity on 31 December 2017 24 772 38,968 82,550 -357 4,766 126,699 -5
Profit for the year 8,064 8,064 418
Other comprehensive income for the year
Currency translation differences 71 71
Total comprehensive income for the year 71 8,064 8,135 418
Share issue of non-controlling interests 20
Share subscriptions with options 1,139 1,139
Options and Performance Share Plan 116 520 636
Dividends -16,079 -16,079
Other changes 7 7
Equity on 31 December 2018 24 772 38,968 83,812 -286 -2,728 120,537 433
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Group Cash Flow Statement (IFRS)

EUR 1,000 Note 1 Jan-31 Dec 2018 1 Jan-31 Dec 2017 EUR 1,000 Note 1 Jan-31 Dec 2018 1 Jan-31 Dec 2017

Cash flow from operations Cash flow from financing activities

Profit for the financial year 8,481 15,468 Share issue 1,146 421

Adjustments on cash flow statement 8 -766 -11,810 Proceeds from borrowings 49,748 9,000

Change in working capital: Repayment of borrowings 25 -38,489 -42,000
Change in current non-interest- Paid withheld tax on dividends 0 -6,151
bearing receivables* -5,853 -1,812 Dividends paid .16,079 -13,047
Change in current trade payables Cash flow from financing activities -3,674 -51,777
and other non-interest-bearing 2 !
liabilities -1,031 19

Interest paid -2,438 -3,864 Change in cash and cash equivalents 31,253 -21,710

Taxes paid -3,078 -1,624 Cash and cash equivalents

Cash flow from operations -4,686 -3,623 at start of year 28221 45,001

Cash and cash equivalents
at end of year 23 54,544 23,291

Cash flow from investing activities

Acquisition of subsidiaries -8,399 -1,173

Investments in tangible and intangible

assets -77 -260

Investments at fair value through

profit and loss 47,204 32,560

Long-term loan receivables granted -155 -236

Receivables from long-term receivables 972 2,304

Dividends received 0 210

Interest received 67 286

Cash flow from investing activities 39,612 33,690

* Includes carried interest recognised in the income statement during the period and received after the end
of the reporting period.

The Notes are an integral part of the Financial Statements.
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Notes to the Consolidated Financial Statements

Group information

CapMan’s business comprise of private
equity fund management and advisory
services, as well as investment business.
The funds managed by CapMan make
investments in Nordic and Russian compa-
nies and in real estate and infrastructure
assets in the Nordic countries. The service
business includes private equity advisory
and fundraising services to fund managers
and procurement services to companies.
Through its investment business, CapMan
invests in the private equity asset class,
mainly in its own funds, and listed markets
in a diversified manner.

The parent company of the Group is
CapMan Plc and is domiciled in Helsinki,
with a registered office address at Ludvig-
inkatu 6, 00130 Helsinki, Finland.

The Consolidated Financial Statements
may be viewed online at www.capman.com,
or a hard copy is available from the office of
the parent company.

The Consolidated Financial Statements
for 2018 have been approved for publica-
tion by CapMan PIc’s Board of Directors on
January 30, 2019. Pursuant to the Finnish
Companies Act, shareholders may adopt or
reject the financial statements and make
decisions on amendments to them at the
Annual General Meeting.
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1. Accounting policies

Basis of preparation

The Group’s financial statements have been
prepared in accordance with International
Financial Reporting Standards (IFRS) in
force at December 31, 2018 as adopted by
the European Union. International Finan-
cial Reporting Standards, referred to in the
Finnish Accounting Act and in ordinances
issued based on the provisions of this Act,
are standards and their interpretations
adopted in accordance with the procedure
laid down in regulation (EC) No 1606/2002
of the European Parliament and of the
Council. The notes to the consolidated
financial statements have been prepared

in accordance with the Finnish accounting
standards as and where they supplement
IFRS requirements.

The preparation of financial statements
in conformity with IFRS requires the Group’s
management to make estimates and
assumptions when applying CapMan’s ac-
counting principles, and these are presented
in more detail under ‘Use of estimates’.

The Consolidated Financial Statements
have been prepared under the historical cost
convention, except for financial assets and
liabilities valued at fair value through profit
or loss. The information in the Consolidat-
ed Financial Statements is presented in
thousands of euros. Figures in the accounts
have been rounded and consequently the

sum of individual figures can deviate from
the presented sum figure.

New and amended standards
applied in financial year ended
As from January 1, 2018, the Group has
applied the following new or amended
standards that have come into effect:

IFRS 9 Financial instruments

IFRS 9 superseded standard IAS 39 Finan-
cial Instruments: Recognition and Measure-
ment. The new standard replaced the multi-
ple classification models of financial assets
in IAS 39 with a single model, under which

there are three classification categories: am-

ortised cost, fair value through profit or loss
and fair value through other comprehensive
income. Classification is based on entity’s
business model for managing financial
assets and their contractual cash flow char-
acteristics. The new standard also includes
a new model for estimating impairment of
financial assets, which is based on expected
credit losses. The new hedge accounting
rules align hedge accounting more closely
with common risk management practices.
The adoption of the new standard
caused changes primarily to account-
ing principles related to financial assets
measured at amortised cost, such as trade
and loan receivables. The objective of the
Group’s trade receivables is the possession
of financial assets to collect cash flows
based on agreements. The Group evalu-

ates the expected credit loss of the trade
receivables of the management company
and service business by using the simplified
approach allowed by IFRS 9. Based on the
standard, the Group has established a pro-
vision matrix, based on the historical credit
losses and forward-looking information re-
garding general economic indicators. In ad-
dition, the group has evaluated the valuation
of materially overdue receivables on a client
basis. The adoption of the new standard did
not result in significant changes to the val-
uation of trade receivables, because credit
losses have been historically low and are not
expected to increase in the future.

In addition, the Group has loan receiva-
bles relating to management company and
service business. The cash flows of these
receivables consist of instalments and
accumulated interest. The group uses the
IFRS 9 based general approach for evaluat-
ing the expected credit losses for these loan
receivables. The group evaluates the credit
risk of the borrowers by estimating the de-
lay of the repayments and borrower’s future
economic development. Depending on the
estimated credit risk, the group measures
the loss allowance at an amount equal to
12-month expected credit losses or lifetime
expected credit losses. The adoption of the
new standard did not result in significant
changes to the valuation of loan receivables.

The adoption of IFRS 9 did not result
in changes to the classification of financial
assets, because under the earlier standard,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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the Group’s financial assets were classified
either at fair value through profit or loss or
as loans and receivables. Therefore, loans
and receivables under IAS 39 were reclas-
sified to financial assets at amortised cost,
and adoption of the new standard did not
impact the classification of financial assets
at fair value through profit or loss. Changes
to the hedge accounting rules do not have
an impact, because the Group does not
apply hedge accounting.

IFRS 15 Revenue from
Contracts with Customers
IFRS 15 is based on the principle that
revenue is recognised when control of a
good or service transfers to a customer.
Adoption of the new standard did not have
an impact on the Group’s result or financial
position, and the impact analysis acting
as a basis for this conclusion is presented
below. However, based on the requirements
of the new standard, CapMan disaggregated
its revenue from contracts with customers
to categories that depict how the nature,
amount, timing and uncertainty of revenue
and cash flows are affected by economic
factors. This resulted in disclosing man-
agement fees, service fees, carried interest
and income from financial assets held for
trading separately from one another.
CapMan’s main revenue streams com-
prise management fees and carried interest.
Other fees incurred are generated by the
CapMan Procurement Services (CaPS), Sca-
la Fund Advisory and Real Estate business
lines consisting mainly of commissions,
retainer and success fees and property
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management service fees.
The following sets forth the results of
the impact analysis by revenue stream:

Management fee income

As a fund manager, CapMan receives man-
agement fees during a fund’s period of op-
erations. The management fee is a variable
consideration and is during the investment
period typically based on the fund’s original
size and thereafter on the acquisition cost
of the fund’s remaining portfolio. Fund
management was identified being the only
performance obligation in the contract, and
management fee income is allocated to the
provided fund management service over
time. Adoption of IFRS 15 did not result in a
difference in revenue recognition of manage-
ment fee income compared to the supersed-
ed standard |IAS 18.

Carried interest income

CapMan recognises revenue from carried
interest when a fund has transferred to
carry and to the extent carried interest is
based on realised cash flows and manage-
ment has estimated it being highly probable
that there is no risk of repayment of carried
interest back to the fund. Carried interest

is recognised when CapMan is entitled to
carried interest by the reporting date, a con-
firmation on the amount has been received
and CapMan is relatively close to receiving
it in cash.

Carried interest is earned based on the
same performance obligation as the man-
agement fee, i.e. fund management, and is
a variable consideration, which is subject to
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the highly probable constraint under IFRS
15. Potential repayment (clawback) risk is

measured by using the expected value meth-

od, i.e. by estimating a weighted average of
all possible outcomes. The fair value of the
remaining portfolio companies is deter-
mined, which CapMan uses as a basis to
assess the repayment risk in case CapMan
has a contractual obligation to return part
of the received carried interest back to the
fund. Adoption of the IFRS 15 did not result
in a difference in revenue recognition of
carried interest income compared to the
superseded standard IAS 18.

Fundraising fee of Scala Fund Advisory
Scala Fund Advisory earns fundraising fee
from its services provided to private equity
fund managers and professional investors
globally. Fundraising fee typically includes

two components: a success fee and a retain-

er. Success fee is earned when the targeted
amount of funds has been raised. Retainer
is earned over time, during the fundraising
process, and is typically a fixed amount
per month. Retainer is recognised monthly
as earned and success fee only after the
investors have been committed to invest by
signing the fund agreement. A fundraising
contract is a single contract including both
success fee and retainer, and includes only
one performance obligation, which is to
raise the targeted amount of capital. Trans-
action price comprises the success fee, be-
ing a variable consideration, and a retainer,
being a fixed consideration. As the retainer
is a fixed amount, earned monthly and

FINANCIAL
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irrevocable after being received, recognising
it over time is compliant with both IFRS 15
and IAS 18. With regards to the success
fee, earlier approach under IAS 18 was also
compliant with the IFRS 15, because the
constraint highly probable is not reached
before the investors have signed and com-
mitted to providing the capital reaching the
fundraising target, thus entitling CapMan

to a success fee as agreed. As long as the
fundraising target has not been reached,
collecting the remaining minimum amount
of commitments is seen strongly dependent
on factors outside CapMan’s influence and
thus constraining CapMan from recognising
the revenue in an earlier point in time.

Secondary services of Scala Fund Advisory
Scala Fund Advisory earns also fees from so
called secondary market services for inves-
tors and fund managers of non-listed funds
and investments. Typically, Scala is entitled
to a fixed percentage of the actual transac-
tion price. Arrangement fee is invoiced and
received after the underlying transaction has
occurred. According to the analysis, with
regards to secondary services, there is only
one contract and one performance obliga-
tion with the customer. Transaction price
comprises an arrangement fee, which is a
variable consideration. Under the previous
and current standard, the arrangement fee
is recognised, when the underlying trans-
action has occurred. Realisation of the
transaction is outside CapMan’s control and
is therefore constraining the revenue recog-
nition until realised.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Revenue streams of CapMan Procurement
Services

CapMan Procurement Services (CaPS)
combines service providers (suppliers) of
non-strategic services and companies that
buy or outsource these services. CapMan
negotiates favourable prices with the service
providers and earns a monthly commission
of the supplier’s sales to CaPS member
companies. This means CapMan receives
the commission fee income as an agent,

as the supplier is responsible for providing
the service or product and CapMan is not
exposed to any credit risk regarding the ser-
vices provided by the suppliers. Recognition
of the commission fee income over time is
compliant with both IFRS 15 and IAS 18.

CapMan Procurement Services also
earns a yearly fixed fee from certain CaPS
member companies. In these contracts,
there is one performance obligation, which
is providing the customer a membership in
CaPS and maintaining CaPS. The transac-
tion price is the fixed yearly fee received for
a fixed period, and it is not subject to reim-
bursement. Recognition of yearly fee related
revenue evenly over time is compliant with
both IFRS 15 and IAS 18.

CapMan Procurement Services also
maintain an Employee Benefit Program
(EBP), where a company can, by partici-
pating in the program, buy services for its
employees, at negotiated prices. The mem-
bership is based on a yearly fixed fee, which
is not subject to reimbursement. The EBP
service is run by a third-party service provid-
er that in most cases also collects the yearly
fees and pays them forward to CapMan as
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such. As the third-party service provider
does not control the service, it is considered
an agent to CapMan, and therefore CapMan
— controlling the service — has an agree-
ment with the customer using the service.
CapMan'’s only performance obligation is

to provide membership in and maintain the
EBP service. The transaction price is the
fixed yearly fee, which is recognised evenly
over time, which is compliant with both IFRS
15 and IAS 18.

IFRS 2 Share-based payment
(amendments)

Amendments to IFRS 2 are related to clas-
sification and measurement of share-based
payment transactions. The amendments
clarify the accounting for certain types of
arrangements with regards to the following
accounting areas: measurement of cash-set-
tled share-based payments, classification

of share-based payments settled net of

tax withholdings and accounting for a
modification of a share-based payment
from cash-settled to equity-settled. As the
Group’s share-based long-term incentive
plan contains no such features nor cash-set-
tled payments, the amendments to IFRS

2 did not have an impact on the Group’s
financial statements.

IFRIC 22 Foreign Currency
Transactions and Advance
Consideration

The interpretation clarifies the accounting
treatment for foreign currency transactions
that include a receipt or payment of ad-
vance consideration. According to the inter-

CORPORATE
GOVERNANCE

REPORT OF THE
BOARD OF DIRECTORS

pretation, a non-monetary asset or liability
related to an advance payment is measured
using the exchange rate prevailing on the
payment date. This interpretation did not
have an impact on the consolidated financial
statements, as the Group’s accounting
treatment of such transactions was already
compliant with this interpretation.

Other new or amended standards or
interpretations had no impact on the consol-
idated financial statements:

Adoption of new and amended
standards and interpretations
applicable in future financial years

The Group has not yet adopted the
following new and amended standards and
interpretations already issued by the IASB.
The Group will adopt them as of the effec-
tive date or, if the date is other than the first
day of the financial year, from the beginning
of the subsequent financial year.

These amendments have been endorsed
for use by the European Union:

IFRS 16 Leases (effective for
financial years beginning on

or after January 1, 2019)

IFRS 16 will replace the current standard
IAS 17 Leases. The new standard sets out
the principles for the recognition, measure-
ment, presentation and disclosure of leases
and requires lessees to account for all leas-
es under a single on-balance sheet model
similar to the accounting for finance leases
under IAS 17. The standard includes two
recognition exemptions for lessees — lease
of low-value assets and short-term leases.

FINANCIAL
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The Group will adopt IFRS 16 using
the simplified approach, also known as
the modified retrospective approach or the
cumulative catch-up method, and within
that approach, choose the forward-looking
alternative. This means, the right-of-use
asset will be an equal to the lease liability,
however adjusted for possible prepaid or
accrued lease payments, and therefore no
adjustment to retained earnings is made
on the transition date January 1, 2019. The
Group will also elect to use the exemptions
allowed by the standard on lease contracts
for which the lease term ends within 12
months as of the initial application, and
lease contracts for which the underlying
asset is of low value. Exemptions will be ap-
plied to some of the leased premises and to
all laptops, printers and copying machines,
among others.

The Group has performed a detailed im-
pact assessment of IFRS 16. The following
sets forth the impact of IFRS 16 adoption
as expected at the moment:

Impact on the statement of financial
position as at December 31, 2018:

EUR 1,000
ASSETS
Tangible assets (right-of-
use assets) 3,173
LIABILITIES
Lease liabilities 3,173

Net impact on equity -

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Impact on the statement of profit or loss for
2019 based on the lease contracts effective
as at December 31, 2018:

EUR 1,000
Depreciation, amortisation
and impairments -844
Other operating expenses
(lease expenses) +871
Operating profit +27
Finance costs -61
Income taxes +7
Profit for the year -27

IFRIC 23 Uncertainty over Income
Tax Treatments (effective for
financial years beginning on
or after January 1, 2019)
Interpretation clarifies how to apply the rec-
ognition and measurement requirements in
IAS 12 when there is uncertainty over income
tax treatments. In such a circumstance, an
entity shall recognise and measure its current
or deferred tax asset or liability applying the
requirements in IAS 12 based on taxable
profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates determined
applying this interpretation. The Group does
not expect the standard to have a significant
impact on its financial statements.

Other new or amended standards or
interpretations are not expected to have an
impact on the Group’s financial statements.

Consolidation principles

As CapMan has determined it meets the
definition of an investment entity, its sub-
sidiaries are classified either as operating
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subsidiaries, that are considered to be an
extension of the Parent’s operations, and as
such, they are consolidated or investment
entity subsidiaries, that are fair valued
through profit or loss. The types of sub-
sidiaries and their treatment in CapMan'’s
consolidated accounts are as follows:

Subsidiaries that provide fund manage-
ment services (fund managers) or manage
direct investments are considered to be an
extension of the Parent’s business and as
such, they are consolidated;

Subsidiaries that provide fund manage-
ment services (fund managers) and which
also hold direct investments in the funds
are consolidated and the investments in
the funds are fair valued through profit or
loss;

Subsidiaries that provide fund investment
advisory services (advisors) are considered
to be an extension of the Parent’s busi-
ness and as such, they are consolidated;
Investment entity subsidiaries (CapMan
Fund Investments SICAV-SIF), through
which CapMan makes its own fund invest-
ments, are valued at fair value through
profit or loss.

Significant judgment applied by
management in the preparation

of the consolidated financial
statements - investment entity basis
Management has determined that CapMan
qualifies as an investment entity as defined
by IFRS 10 through the fulfillment of the
investment entity criteria, irrespective of
the direct investments brought along by the
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acquisition of Norvestia. The corner stone
of CapMan’s business purpose remains to
obtain capital from investors to its closed-
end private equity funds and to provide
investment management services to those
funds to gain both capital appreciation

and investment income. Even after the
acquisition of Norvestia, direct investments
represent a relatively small part compared
to total assets under management. Further,
CapMan obtains funds from many external
investors for investment purposes. Docu-
mented exit strategies exist for each fund’s
portfolio investments. Each fund’s portfolio
investments and the real estate investments
are fair valued and such fair value informa-
tion is provided both to the fund investors
on reporting date and also for CapMan’s
internal management reporting purposes.
In addition, management has assessed that
the following characteristics further support
investment entity categorization: CapMan
holds several investments itself in the funds,
investments in the funds are held by several
investors, the investors are not related par-
ties and the investments are held mostly in
form of equity.

Significant judgment applied by
management in the preparation

of the consolidated financial
statements - control over funds

One of the most significant judgments man-
agement made in preparing the Company’s
consolidated financial statements is the
determination that Company does not have
control over the funds under its manage-
ment. Control is presumed to exist when

FINANCIAL
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a parent has power over the investee, has
exposure to variable returns from the fund
and is able to use its power to affect the
level of returns.

CapMan manages the funds against
management fee received from the investors
on the basis of the investment management
mandate negotiated with the investors and
it also makes direct investments in the
funds under its management. Accordingly,
CapMan was required to determine, whether
it is acting primarily as a principal or as an
agent in exercising its power over the funds.

In the investment management mandate
the investors have set detailed instructions
in all circumstances relating to the man-
agement of the fund limiting the actual
influence of the general partner at very
low. In general, having a qualified majority,
investors have a right to replace the general
partner and/or fund manager. The remu-
neration CapMan is entitled to is commen-
surate with the services it provides and
corresponds to remuneration customarily
present in arrangements for similar services
on an arm'’s length basis. CapMan’s direct
investment (typically between of 1% to 5%)
in the funds and thus the share of the varia-
bility of the returns compared with the other
investors is relatively small. As an investor
in the fund CapMan has no representation
nor voting rights as it has been specifically
excluded in the investment management
mandate.

Therefore, management has conclud-
ed that despite it from formal perspective
exercises power over the funds by controlling
the general partner of the fund, its actual
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operational ability is limited in the investment
management mandate in a manner that the
general partner is considers to act as an
agent. Furthermore, CapMan’s exposure to
variable returns from the fund and its power
to affect the level of returns is very low for the
reasons described above. Therefore, CapMan
has determined that it does not have control
over the funds under its management.

Subsidiaries

Subsidiaries are consolidated using the
acquisition method. All intercompany trans-
actions are eliminated in the Consolidated
Financial Statements. Profit or loss, together
with all other comprehensive income-related
items, are booked to the owners of the par-
ent company or owners not holding a con-
trolling interest in the companies concerned.
Non-controlling interests are presented in
the Consolidated Balance Sheet under equity
separately from equity attributable to the
owners of the parent company.

Subsidiaries and businesses acquired
during the year are consolidated from the
date on which the Group acquires a con-
trolling interest, and in the case of compa-
nies and businesses divested by the Group
during the financial year up to the date on
which CapMan’s controlling interest expires.

Associates

An associated company is an entity in which
the Group has significant influence but does
not hold a controlling interest. This is gen-
erally defined as existing when the Group
holds, either directly or indirectly, more than
209% of a company’s voting rights.
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As an investment entity, CapMan
measures associated companies belonging
to growth equity investments at fair value
through profit or loss. The group considers
this to give more meaningful information
about the real value of investments and to
better describe the company’s business, the
company’s way of reviewing its investments
and making decisions relating to them.

Other associated companies have been
consolidated in accordance with the equity

method. Under this, the investment in an as-

sociated company is carried in the balance
sheet at cost plus post-acquisition changes
in the Group’s share of the company’s net
assets, less any impairment value. If the
Group’s share of the loss incurred by an
associated company exceeds the book value
of its investment, the investment is booked
at zero in the balance sheet, and losses
exceeding book value are not combined
unless the Group is committed to meeting
the obligations of the company concerned.
The Group’s share of the profit recorded by
an associated company during the financial
year in accordance with its holding in the
company is presented as a separate item in
the income statement after operating profit.

Joint ventures

CapMan has assessed the nature of its in-
vestment in Maneq Luxembourg S.a.r.l. and
classified it as joint venture since based on
contractual agreement, CapMan has right
to net assets of the arrangement. The in-
vestment is made through several separate
instruments and their values are co-de-
pendent. As an investment entity CapMan
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measures its investment in the joint venture
at fair value through profit or loss. In the
balance sheet, the investment is presented
as part of Investments at fair value through
profit or loss as a separate line item “In-
vestments in joint ventures”. Changes in the
fair value of the investment are recognised
in the group statement of comprehensive
income in line item “Fair value changes of
investments”.

Segment reporting

Operating segments are reported in ac-
cordance with internal reporting presented
to the chief operating decision maker. The
latter is responsible for allocating resources
to operating segments and evaluating their
performance and is defined as the Group’s
Management Group, which is responsible for
taking strategic decisions affecting CapMan.

Translation differences

The result and financial position of each of
the Group’s business units are measured in
the currency of the primary economic envi-
ronment for that unit (‘functional currency’).
The Consolidated Financial Statements are
presented in euros, which is the functional
and presentation currency of the Group’s
parent company.

Transactions in foreign currencies have
been recorded in the parent company’s
functional currency at the rates of exchange
prevailing on the date of the transactions; in
practice a reasonable approximation of the
actual rate of exchange on the date of the
transaction is often used. Foreign exchange
differences for operating business items are
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recorded in the appropriate income state-
ment account before operating profit and,
for financial items, are recorded in financial
income and expenses. The Group’s foreign
currency items have not been hedged.

In the consolidated financial statements,
the income statements of subsidiaries that
use a functional currency other than the
euro are translated into euros using the av-
erage rates for the accounting period. Their
balance sheets are translated using the clos-
ing rate on the balance sheet date. All re-
sulting exchange differences are recognised
in other comprehensive income. Translation
differences caused by changes in exchange
rates for the cumulative shareholders’ equity
of foreign subsidiaries have been recognised
in other comprehensive income.

Tangible non-current assets

Tangible non-current assets have been
reported in the balance sheet at their acqui-
sition value less depreciation according to
plan. Assets are depreciated on a straight-
line basis over their estimated useful lives.

The estimated useful lives are as follows:

Machinery and equipment 4-5 years

Other long-term expenditure 4-5 years

The residual values and useful lives of
assets are reviewed on every balance sheet
date and adjusted to reflect changes in the
expected economic benefits where neces-
sary.
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Intangible assets

Goodwill

Goodwill acquired in a business merger is
booked as the sum paid for a holding, the
holding held by owners with a non-con-
trolling interest, and the holding previously
owned that, when combined, exceeds the fair
value of the net assets of the acquisition.
Write-offs are not made against goodwill,
and possible impairment of goodwill is
tested annually. Goodwill is measured as the
original acquisition cost less accumulated
impairment. The goodwill acquired during a
merger is booked against the units or groups
of units responsible for generating the cash
flow used for testing impairment. Every

unit or group of units for which goodwill is
booked represents the lowest level of the
organisation at which goodwill is monitored
internally for management purposes. Good-
will is monitored at operating segment level.

Other intangible assets
Intangible assets acquired separately are
measured on initial recognition at cost.
Intangible assets are recognised in the bal-
ance sheet only if the cost of the asset can
be measured reliably and if it is probable
that the future economic benefits attributa-
ble to the asset will flow to the Group.
Agreements and trademarks acquired in
business mergers are booked at fair value at
the time of acquisition. As they have a limit-
ed life, they are booked in the balance sheet
at acquisition cost minus accumulated
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write-offs. IT systems are expensed on the
basis of the costs associated with acquir-
ing and installing the software concerned.
Depreciation is spread across the finan-
cial life of the relevant software licences.
Impairment is tested whenever there is an
indication that the book value of intangible
assets may exceed the recoverable amount
of these assets.

The estimated useful lives are:
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Agreements and trademarks 10 years

Other intangible assets 3-5 years

Impairment of assets

The Group reviews all assets for indications
that their value may be impaired on each
balance sheet date. If such indication is
found to exist, the recoverable amount of
the asset in question is estimated. The
recoverable amount for goodwill is meas-
ured annually independent of indications of
impairment.

The need for impairment is assessed on
the level of cash-generating units, in other
words at the smallest identifiable group of
assets that is largely independent of other
units and cash inflows from other assets.
The recoverable amount is the fair value of
an asset, less costs to sell or value in use.
Value in use refers to the expected future
net cash flow projections, which are dis-
counted to the present value, received from
the asset in question or the cash-generating
unit. The discount rate used in measuring
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value in use is the rate that reflects current
market assessments of the time value of
money and the risks specific to the asset.
Impairment is recorded in the income
statement as an expense. The recoverable
amount for financial assets is either the fair
value or the present value of expected future
cash flows discounted by the initial effective
interest rate.

An impairment loss is recognised when-
ever the recoverable amount of an asset is
below the carrying amount, and it is recog-
nised in the income statement immediately.
An impairment loss of a cash-generating
unit is first allocated to reduce the carrying
amount of any goodwill allocated to the
cash-generating unit and then to reduce
the carrying amounts of the other assets
of the unit pro rata. An impairment loss is
reversed if there is an indication that an im-
pairment loss may have decreased and the
carrying amount of the asset has changed
from the recognition date of the impairment
loss.

The increased carrying amount due
to reversal cannot exceed what the depre-
ciated historical cost would have been if
the impairment had not been recognised.
Reversal of an impairment loss for goodwill
is prohibited. The carrying amount of good-
will is reviewed for impairment annually or
more frequently if there is an indication that
goodwill may be impaired, due to events
and circumstances that may increase the
probability of impairment.
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Financial assets
The Group’s financial assets have been clas-
sified into the following categories:

1. financial assets at fair value through
profit or loss
2. financial assets at amortised cost

Investments in equity instruments are
always measured at fair value through profit
or loss. Classification of debt instruments,
such as trade and loan receivables, is based
on the business model for managing and
for the contractual cash flow characteristics
of these financial assets. Debt instruments
of the Management Company Business and
Service Business are classified as financial
assets at amortised cost, because they are
held solely in order to collect contractual
cash flows, which are solely payments of
principal and interest. Current debt instru-
ments, included in the market portfolio of
the Investment Business, are classified as
at fair value through profit or loss, because
they are held for trading. Non-current debt
instruments included in the Investment
Business are held for both selling purposes
and collecting contractual cash flows (prin-
cipal and interest), and the Group desig-
nates these assets as measured at fair value
through profit or loss, in order to reduce
inconsistency with regards to recognizing
gains and losses of financial assets within
the Investment Business, because the Group
as an investment entity manages and mon-
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itors the performance of these investments
based on fair values according to group’s
investment strategy.

Transaction costs are reported in the
initial cost of financial assets, excluding
items valued at fair value through profit or
loss. All purchases and sales of financial in-
struments are recognised on the trade date.
An asset is eligible for derecognition and
removed from the balance sheet when the
Group has transferred the contractual rights
to receive the cash flows or when it has
substantially transferred all of the risks and
rewards of ownership of the asset outside
the Group. Financial assets are classified as
current if they have been acquired for trad-
ing purposes or fall due within 12 months.

Financial assets at fair value

through profit or loss

Fair value through profit or loss class com-
prises of financial assets that are equity
instruments or acquired as held for trading,
in which case they can be either equity or
debt instruments. Debt instruments are also
classified to this class, if they are held for
both selling purposes and collecting con-
tractual cash flows and which CapMan as
an investment entity designates as financial
assets at fair value through profit or loss at
initial recognition in order to reduce incon-
sistency with regards to recognizing gains
and losses of financial assets within the
Investment Business.

Fund investments, investments in joint
ventures and other investments in non-cur-
rent assets are classified as financial assets
at fair value through profit or loss and their
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fair value change is presented on the line
item "Fair value changes of investments”

in the statement of comprehensive income.
Fair value information of the non-current
fund investments is provided quarterly to
Company’s management and to other inves-
tors in the investment funds management
by CapMan. The valuation of CapMan’s
funds’ investment is based on International
Private Equity and Venture Capital Valuation
Guidelines (IPEVG) and IFRS 13. The invest-
ments in joint ventures mainly consists of
investment in Maneq Luxembourg S.a.r.l. As
an investment entity CapMan measures its
investments in joint ventures at fair value
through profit or loss. The investment is
made through several separate instruments
and their values are co-dependent. The in-
vestment is thus valued as one entity based
on discounted cash flows.

Investments in listed shares, funds and
interest-bearing securities as well as those
derivative instruments that do not meet the
hedge accounting criteria or for which hedge
accounting is not applied in current assets
are held for trading and therefore classified
as at fair value through profit or loss. Listed
shares and derivative contracts in current
assets are measured at fair value by the last
trade price on active markets on the balance
sheet date. The fair value of current invest-
ments in funds is determined as the funds’
net asset value at the balance sheet date.
The fair value of current investments in in-
terest-bearing securities is based on the last
trade price on the balance sheet date or, in
an illiquid market, on values determined by
the counterparty. The change in fair value
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of current financial assets measured at fair
value through profit or loss is presented on
the line item "Fair value changes of invest-

ments” in the statement of comprehensive
income. Dividend and interest income from
short-term investments in listed shares and
interest-bearing securities is recognised as
turnover.

The Group uses derivative financial
instruments such as options and futures
contracts to manage its portfolio more
effectively. The Group does not use hedge
accounting in derivative contracts. Derivative
financial instruments are initially recognised
at fair value on the date on which a deriva-
tive contract is entered into and are subse-
quently remeasured at fair value. Fair values
of derivative contracts are based on quoted
market rates on the balance sheet date or,
in an illiquid market, on values determined
by the counterparty. Derivatives are carried
as assets when the fair value is positive and
as liabilities when the fair value is negative.
Any gains or losses arising from changes
in the fair value of derivatives are recorded
directly in the income statement on the line
item "Fair value changes of investments”.

Financial assets at amortised cost
Financial assets at amortised cost mainly
include non-interest-bearing trade receiva-
bles and interest-bearing loan receivables
of the Management Company Business and
Service Business. These financial assets are
held solely in order to collect contractual
cash flows, and whose payments are fixed
or determinable and which are not quoted
in an active market. They are included in
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current assets, except for maturities greater
than 12 months after the end of the report-
ing period, which are classified as non-cur-
rent assets.

Expected credit loss of the trade receiv-
ables is evaluated by using the simplified
approach allowed by IFRS 9, under which a
provision matrix is maintained, based on the
historical credit losses and forward-looking
information regarding general economic
indicators. In addition, materially overdue
receivables are evaluated on a client basis.

Expected credit losses of loan receiv-
ables is evaluated based on the general
approach under IFRS 9. The group evaluates
the credit risk of the borrowers by estimat-
ing the delay of the repayments and borrow-
er’s future economic development. Depend-
ing on the estimated credit risk the group
measures the loss allowance at an amount
equal to 12-month expected credit losses or
lifetime expected credit losses. Inputs used
for the measurement of expected credit
losses include, among others, available
statistics on default risk based on credit risk
rating grades and the historical credit losses
the group has incurred.

Credit risk of a loan receivable is
assumed low on initial recognition in case
the contractual payments of principal and
interest are dependent on the cash proceeds
the borrower receives from the underlying
investments. In these cases, the borrower
is considered to have a strong capacity to
meet its contractual cash flow obligations
in the near term. It is considered that
there has been a significant increase in the
credit risk, if the contractual payments have
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become more than 30 days past due, and a
default event has occurred, if the payment
is more than 90 days past due, unless re-
sulting from an administrative oversight.

Cash and cash equivalents

Cash and short-term deposits in the balance
sheet comprise cash in banks and in hand,
together with liquid short-term deposits.
Cash assets have a maximum maturity of
three months.

Financial liabilities

Financial liabilities largely consist of loans
from financial institutions and interest op-
tions used for hedging the interest rates of
the Group’s interest-bearing debts. Finan-
cial liabilities are initially recognised at fair
value. Transaction costs are reported in the
initial book value of the financial liability.
Financial liabilities are subsequently carried
at amortized cost using the effective interest
method. Financial liabilities are reported in
non-current and current liabilities.

Equity

The hybrid bond has been treated as equity
in the Group’s financial statements. The
hybrid bond has no maturity, but CapMan
has the right to call it four years from the
issue date. The company has an option to
call the bond in two years the earliest from
the issue date in accordance with certain
terms and conditions. CapMan is obliged
to pay interest on the hybrid bond, when

it has decided to call it or in certain cases
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subject to decision by the Annual General
Meeting, such as decision to pay dividend.
The interest on the hybrid bond is deducted
from equity as interest is paid.

Dividend payment

Dividend payment covers the dividend
decided on by the Annual General Meeting.
The dividend proposed to the Annual Gener-
al Meeting by the Board of Directors is not
subtracted from distributable funds until
approved by the Annual General Meeting.

Leases

All the Group’s leasing arrangements are
classified as operating leases, as the risks
and benefits of ownership remain with the
lessor. Operating lease payments are recog-
nised as an expense in the income state-
ment on a straight-line basis. The CapMan
Group does not act as a lessor.

Provisions

Provisions are recognised in the balance
sheet when the Group has a current obliga-
tion (legal or constructive) as a result of a
past event, and it is probable that an out-
flow will be required to settle the obligation
and a reliable estimate of the outflow can
be made.

The Group’s provisions are evaluated on
the closing date and are adjusted to match
the best estimate of their size on the day in
question. Changes are booked in the same
entry in the income statement as the origi-
nal provision.
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Employee benefits

Pension obligations

The defined contribution pension plan is a
pension plan in accordance with the local
regulations and practices of its business
domiciles. Payments made to these plans
are charged to the income statement in
the financial period to which they relate.
Pension cover has been arranged through
insurance policies provided by external
pension institutions.

Share-based payments

The fair value of stock options is assessed
on the date they are granted and are ex-
pensed in equal instalments in the income
statement over the vesting period of the
rights concerned. An evaluation of how
many options will generate an entitlement to
shares is made at the end of every reporting
period. Fair value is determined using the
Black-Scholes pricing model. The terms of
the stock option programs are presented in
Section 29. Share-based payments.

Revenue recognition

Revenue from contracts with customers is
recognised by first allocating the transaction
price to performance obligations, and when
the performance obligation is satisfied by
transferring the control of the underlying
service to the customer, the revenue related
to this performance obligation is recog-
nised. Performance obligation can be satis-
fied either at a point in time or over time.
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Management fees
As a fund manager, CapMan receives man-
agement fees during a fund’s entire period
of operations. Management fee is a variable
consideration and is typically based on the
fund's original size during its investment
period, which is usually five years. Thereafter
the fee is typically based on the acquisition
cost of the fund's remaining portfolio. An-
nual management fees are usually 0.5-2.0%
of a fund’s total commitments, depending
whether the fund is a real estate fund, a
mezzanine fund, or an equity fund. In the
case of real estate funds, management fees
are also paid on committed debt capital. The
average management fee percentage paid by
CapMan-managed funds is approx. 1%.
Management fees paid by the funds are
recognised as income over time, because
the fund management service is the only
performance obligation in the contract and
it is satisfied over time.

Sale of services

CapMan'’s service business includes fund
advisory and fund management services

to external funds and fees from CapMan
Procurement services (CaPS). Fee from a
service is recognised over time, when the
service is provided and the control is trans-
ferred to the customer, except for success
fees, which are recognised as income at a
point in time, because the underlying perfor-
mance obligation is satisfied and the control
of the related service is transferred to the
customer at a point in time.
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Some of the contracts with customers
related to the service business includes
a significant financing component. When
determining the transaction price in these
cases, the promised amount of consid-
eration is adjusted for the effects of the
time value of money and customer’s credit
characteristics.

Carried interest income
Carried interest refers to the distribution
of the profits of a successful private equity
fund among fund investors and the fund
manager responsible for the fund's invest-
ment activities. In practice, carried inter-
est means a share of a fund’s cash flow
received by the fund manager after the fund
has transferred to carry.

The recipients of carried interest in
the private equity industry are typically the
investment professionals responsible for a
fund's investment activities. In CapMan's
case, carried interest is split between
CapMan Plc and funds’ investment teams.
The table of funds published in CapMan’s
Annaul Reports details CapMan Plc’s share
of a fund’s cash flow if it is in carry.

CapMan applies a principle where funds
transfer to carry and carried interest income
are based on realised cash flows, not on a
calculated and as yet unrealised return. As
the level of carried interest income varies,
depending on the timing of exits and the
stage at which funds are in their life cycle,
predicting future levels of carried interest is
difficult.

To transfer to carry, a fund must return
its paid-in capital to investors and pay
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a preferential annual return on this. The
preferential annual return is known as a
hurdle rate, which is typically set between
7-10% IRR p.a. When a fund has transferred
to carry, the remainder of its cash flows is
distributed between investors and the fund
manager. Investors typically receive 80% of
the cash flows and the fund manager 20%.
When a fund is generating carried interest,
the fund manager receives carried interest
income from all of the fund's cash flows,
even if an exit is made at below the original
acquisition cost.

Revenue from carried interest is recog-
nised when a fund has transferred to carry
and to the extent carried interest is based
on realised cash flows and management
has estimated it being highly probable that
there is no risk of repayment of carried
interest back to the fund. Carried interest
is recognised when CapMan is entitled to it
by the reporting date, a confirmation on the
amount has been received and CapMan is
relatively close to receiving it in cash.

Potential repayment risk of carried
interest to the funds (clawback)
Potential repayment risk to the funds (claw-
back) is considered when assessing wheth-
er revenue recognition criteria have been
fulfilled. Clawback risk relates to a situation
when, in conjunction with the liquidation

of a fund, it is recognised that the General
Partner has received more carried interest
than agreed in the fund agreement. These
situations can occur, for example, if there are
recallable distributions or if representations
and warranties have been given by the vendor
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in the sale and purchase agreement when the
fund is towards the end of its lifecycle.

Potential repayment risk to the funds
(clawback) is estimated by the management
at each reporting date. The management
judgment includes significant estimates
relating to investment exit timing, exit
probability and realisable fair value. The
clawback risk is measured by using the
expected value method, i.e. by calculating a
probability weighted average of estimated
alternative investment exit outcomes. The
clawback is an adjustment to the related
revenue recognised and is included in the
current accrued liabilities in the consolidat-
ed balance sheet.

Income taxes
Tax expenses in the consolidated income
statement comprise taxes on taxable
income and changes in deferred taxes for
the financial period. Taxes are booked in
the income statement unless they relate
to other areas of comprehensive income
or directly to items booked as equity. In
these cases, taxes are booked to either
other comprehensive income or directly
to equity. Taxes on taxable income for the
financial period are calculated on the basis
of the tax rate in force for the country in
question. Taxes are adjusted on the basis
of deferred income tax assets and liabilities
from previous financial periods, if applica-
ble. The Group’s taxes have been recognised
during the financial year using the average
expected tax rate.

Deferred taxes are calculated on tem-
porary differences between the carrying
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amount and the tax base. Deferred taxes
have only been recognised to the extent that
it is probable that taxable profit will be avail-
able against which the deductible temporary
differences can be utilised. The largest tem-
porary differences arise from the valuation
of investments at fair value. Deferred taxes
are not recognised for non-tax deductible
amortisation of goodwill. Deferred taxes
have been measured at the statutory tax
rates enacted by the balance sheet date and
that are expected to apply when the related
deferred tax is realised.

Items affecting comparability and
alternative performance measures
CapMan uses alternative performance
measures, such as Adjusted operating
profit, to denote the financial performance
of its business and to improve the compara-
bility between different periods. Alternative
performance measures do not replace per-
formance measures in accordance with the
IFRS and are reported in addition to such
measures. Alternative performance meas-
ures, as such are presented, are derived
from performance measures as reported
in accordance with the IFRS by adding or
deducting the items affecting comparability
and they will be nominated as adjusted.
Items affecting comparability are,
among others, material items related to
mergers and acquisitions or major devel-
opment projects, material gains or losses
related to the acquisition or disposals of
business units, material gains or losses
related to the acquisition or disposal of
intangible assets, material expenses related
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to decisions by authorities and material
gains or losses related to reassessment of
potential repayment risk to the funds.

Use of estimates

The preparation of the financial statements
in conformity with IFRS standards requires
Group management to make estimates

and assumptions in applying CapMan’s
accounting principles. These estimates

and assumptions have an impact on the
reported amounts of assets and liabilities
and disclosure of contingent liabilities in the
balance sheet of the financial statements
and on the reported amounts of income
and expenses during the reporting period.
Estimates have a substantial impact on the
Group’s operating result. Estimates and
assumptions have been used in assessing
the impairment of goodwill, the fair value of
fund investments, the impairment testing of
intangible and tangible assets, in determin-
ing useful economic lives, and in reporting
deferred taxes, among others.

Valuation of fund investments

The determination of the fair value of fund
investments using the International Private
Equity and Venture Capital Valuation Guide-
lines (IPEVG) takes into account a range

of factors, including the price at which an
investment was acquired, the nature of the
investment, local market conditions, trading
values on public exchanges for comparable
securities, current and projected operating
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performance, and financing transactions
subsequent to the acquisition of the invest-
ment. These valuation methodologies involve
a significant degree of management judg-
ment. Because there is significant uncer-
tainty in the valuation of, or in the stability
of, the value of illiquid investments, the fair
values of such investments as reflected in
a fund’s net asset value do not necessarily
reflect the prices that would actually be ob-
tained when such investments are realised.

Valuation of growth equity investments
The fair value of growth equity investments
is determined quarterly by using valuation
methods according to IPEVG and IFRS 13.
The valuations are based on forecasted cash
flows or peer group multiples. In estimating
fair value of an investment, a method that
is the most appropriate in light of the facts,
nature and circumstances of the investment
is applied. External valuations are made at
least once a year to verify the fair values of
growth equity investments.

Fair value measurement

of other investments

Before acquiring the control in Norvestia
Oyj, other investments comprised mainly

of investments in CapMan’s associated
company, Norvestia Oyj. The investment in
the associate company was measured at fair
value through profit or loss, since CapMan
has been classified as an investment entity
as defined in IFRS 10. The fair value of the
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Norvestia investment in CapMan’s consoli-
dated balance sheet was based on the net
asset value (NAV) as reported by Norvestia
Oyj. Management had used judgement in as-
sessing that the NAV reported by Norvestia
Qyj represents the best available estimate of
the fair value of Norvestia Oyj.

Fair value measurement of the
investment in the joint venture

The investments in joint ventures mainly
consists of investment in Maneq Lux-
embourg S.a.r.l. As an investment entity,
CapMan measures its investments at fair
value through profit or loss. The valuation

is based on discounted cash flows. The in-
vestment is made through several separate
instruments and their values are co-depend-
ent. Therefore, the investment has been
valued as one entity. Since the fair value

is not based on the quoted market value

of the investment, management has used
its judgement also in assessing the future
cash inflows and other main variables of the
valuation.

Valuation of goodwill

Impairment testing for goodwill is per-
formed annually. The most significant
management assumptions related to the
recoverable amount of an asset are linked
to the timing and size of new funds to be
established and the accrual of potential
carried interest income. The management
fees received by funds are based on agree-
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ments and, for a fund’s operational period
of approximately ten years, yields can be
predicted quite reliably. Estimates and
assumptions include new funds established
as part of CapMan’s ongoing operations.

A new fund is established at the end of an
investment period, typically four years. Car-
ried interest income is taken into account
in estimates and assumptions when the
realisation of carry seems likely.
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2. Segment information

CapMan has three operating segments: the
Management company business, Service
business and Investments business.

In its Management Company business,
CapMan manages private equity funds
that are invested by its partnership-based
investment teams. Investments are Nordic
and Russian mainly unlisted companies and
Nordic real estate and infrastructure assets.
CapMan raises capital for the funds from
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Nordic and international investors. Income
from the Management company business
is derived from fees and carried interest

received from funds. The fees include man-

agement fees related to CapMan's position
as a fund management company and fees
from other services closely related to fund
management.

In the Service business, CapMan offers
procurement services to companies in
Finland and Sweden through CapMan
Procurement Services (CaPS) and private
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equity advisory and fundraising services to
private equity fund managers and investors
through Scala Fund Advisory. Income from
the Services business include fees from
CapMan Procurement Services (CaPS) and
fundraising advisory services (Scala).
Through its Investment business,
CapMan invests from its own balance sheet
in the private equity asset class and listed
markets in a diversified manner. Income
in this business segment is generated by
changes in the fair value of investments and
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realised returns following exits and periodic
returns, such as interest and dividends.

Other includes the corporate functions
not allocated to operating segments. These
functions include part of the activities of
group accounting, corporate communica-
tions, group management and costs related
to share-based payment. Other also in-
cludes the eliminations of the intersegment
transactions.
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2018
Management

EUR 1,000 company business Service business Investment business Other Total
Management fees 22,123 22,123
Service fees 1,054 8,680 603 10,337
Carried interest 1,022 1,022
Dividend and interest income from financial

assets held for trading 2,510 2,510
Turnover, external 24,199 8,680 2,510 603 35,992
Turnover, internal 442 -442

Other operating income 2 1 4
Personnel expenses, of which -12,569 2,417 -229 -4,647 -19,863

Salaries and bonuses -12,569 2,417 -229 -4,011 -19,226
Share-based payment -636 -636

Depreciation, amortisation and impairment -118 -7 -46 -171
Other operating expenses -5,104 -1,086 -236 -2,677 -9,102
Internal service fees -3,569 -1,240 -687 5,496

Fair value changes of investments 5,092 5,092
Operating profit 2,842 4,372 6,450 -1,712 11,951
Financial items -2,669 -2,669
Income taxes -568 -963 387 342 -801
Profit for the period 2,274 3,409 4,168 -1,369 8,481
Earnings per share, cents 5.5
Earnings per share, diluted, cents 5.4
Non-current assets 7,255 2,338 92,159 -1,944 99,808
Total assets include:

Investments in joint ventures 4,470 4,470
Geographical distribution of turnover:

Finland 21,507
Other countries 14,485
Total 35,992
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2017
Management
EUR 1,000 company business Service business Investment business Other Total
Management fees 19,549 34 19,583
Sale of services 1,098 5,563 447 7,108
Carried interest 4,418 4,418
Dividend and interest income from financial
assets held for trading 3,735 3,735
Turnover, external 25,065 5,563 3,735 480 34,843
Turnover, internal 252 -252
Items affecting comparability
Reassessment of potential repayment risk to
the funds 117 117
Items affecting comparability, total 117 117
Adjusted turnover 25,182 5,815 3,735 229 34,960
Other operating income 3 12 15
Personnel expenses, of which -11,301 -2,346 2,177 -5,543 -21,366
Salaries and bonuses -11,301 -2,346 2,177 -5,387 -21,210
Share-based payment -156 -156
Depreciation, amortisation and impairment -1,666 -4 -13 -34 -1,716
Other operating expenses -5,436 -818 -1,127 -2,494 -9,876
Overhead costs -3,982 -390 -743 5,115
Fair value changes of investments 17,582 17,582
Operating profit 2,680 2,258 17,259 -2,716 19,482
Iltems affecting comparability
Reassessment of potential repayment risk to
the funds 117 117
Norvestia acquisition related costs 645 645
Norvestia integration related costs 1,204 1,204
Reorganisation costs 956 956
Goodwill impairment 1,500 1,500
Items affecting comparability, total 2,573 1,849 4,422
Adjusted operating profit 5,253 2,258 19,108 -2,717 23,903
Financial items -3,171 -3,171
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Management

EUR 1,000 company business Service business Investment business Other Total
Share of the income of investments accounted
for using the equity method -87 -87
Income taxes -543 -452 -295 534 -757
Profit for the period 2,137 1,806 13,706 -2,183 15,467
Items affecting comparability

Reassessment of potential repayment risk to

the funds 94 94

Norvestia acquisition related costs 653 653

Norvestia integration related costs 1,025 1,025

Reorganisation costs 759 759

Goodwill impairment 1,500 1,500
Items affecting comparability, total 2,352 1,678 4,031
Adjusted profit for the period 4,489 1,806 15,385 -2,182 19,498
Earnings per share, cents 10.4
Items affecting comparability, cents 2.8
Adjusted earnings per share, cents 13.1
Earnings per share, diluted, cents 10.2
Iltems affecting comparability, cents 2.7
Adjusted earnings per share, diluted, cents 13.0
Non-current assets 4,702 96,920 478 102,100
Total assets include:
Investments accounted for using the equity
method
Investments in joint ventures 4,917 4,917
Geographical distribution of turnover:
Finland 21,109
Other countries 13,734
Total 34,843
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3. Turnover

Revenue from contracts with customers include management fees, service fees and carried
interest, and they have been presented separately from dividend and interest income from
financial assets held for trading included in turnover.

In addition to the segment information (see Note 2), information presented here depict how
the nature, amount, timing and uncertainty of revenue are affected by economic factors and
how this disaggregation reconciles with the revenue of each reportable segment. Manage-
ment and service fee as well as carried interest in the Management company business is
primarily related to long-term contracts. Management and service fee is typically recorded
over time, whereas carried interest is recognised at a point in time. Revenue from the Service
business is mainly based on short-term contracts and includes both success fees recognised
at a point in time and service fees recognised over time.

The below table disaggregates timing of revenue recognition by reportable segment into
services transferred over time and at a point in time. The below table also reconciles revenue
from customer contracts to external turnover by reportable segment.

CORPORATE
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Management Invest-
company Service ment
EUR 1,000 business business business Other Total
Timing of revenue
recognition:
Services transferred
over time 23,177 5,713 603 29,493
Services transferred
at a point in time 1,022 2,967 3,989
Revenue from customer
contracts, external 24,199 8,680 603 33,482
Revenue from other sources
than customer contracts 2,510 2,510
Turnover, external 24,199 8,680 2,510 603 35,992
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4. Other operating income

2018 2017
Other items 4 15
Total 4 15
5. Employee benefit expenses

2018 2017
Salaries and wages 16,198 18,969
Pension expenses - defined contribution plans 2,716 1,786
Share-based payments 636 156
Other personnel expenses 311 455
Total 19,861 21,366

Remuneration of the management is presented in Note 31. Related party disclosures.

Cost for the stock options granted and investment-based incentive plan is based on the fair
value of the instrument. The counter-entry to the expenses recognised in the income state-
ment is in retained earnings, and thus has no effect on total equity. More information on the
share-based payments is disclosed in Note 30.
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Average number of people employed 2018 2017+ 7. Other operating expenses
By country EUR 1,000 2018 2017
Finland 77 71 Included in other operating expenses:
Sweden 19 20 Other personnel expenses 978 884
Denmark 4 3 Office expenses 1,443 1,478
Russia 11 13 Travelling and entertainment 1,172 1,171
Luxembourg 1 External services 3,513 4,461
United Kingdom 5 5 Other operating expenses 1,997 1,882
In total 117 113 Total 9,103 9,876
Yhteensa 9103 9 876
By segment
Management company business 74 73
Service busines.s 13 12 Audit fees
Investment business and other 30 28
In total 117 113 Ernst & Young chain of companies:
EUR 1,000 2018 2017
*Figures for the comparison period have been restated to correspond average number of people employed. Audit fees 176
Tax advices 15
6. Depreciation Other fees and services 44
EUR 1,000 2018 2017 ol 235
Depreciation by asset type The other fees and services performed by Ernst & Young in 2018 was 59 thousand euros (0)
Intangible assets in total. The services consisted of tax advisory services (15 thousand euros) and other servic-
Other intangible assets 143 187 es (44 thousand euros).
Total 143 187
PricewaterhouseCoopers chain of companies:
Tangible assets EUR 1,000 2018 2017
Machinery and equipment 28 29 Audit fees 131 257
Total 28 29 Tax advices 135
Other fees and services 18
Total depreciation 171 216 Fees under Auditing Act chapter 1, section 1, para-
graph 2 11
Impairment by asset type Total 131 421
Goodwill 0 1,500
Total impairments 0 1,500 The other fees and services performed by PricewaterhouseCoopers in 2018 was O euros (164
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thousand euros) in total.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS



CAPMAN ANNUAL CORPORATE REPORT OF THE FINANCIAL

REPORT 2018 GROUP GOVERNANCE BOARD OF DIRECTORS STATEMENTS
8. Adjustments to cash flow statement 10. Finance income and costs
EUR 1,000 2018 2017 EUR 1,000 2018 2017
Personnel expenses 636 156 Finance income
Depreciation 171 1,716 Interest income, loan receivables 123 214
Unrealized fair value gains/losses of investments -5,092 -17,582 Other interest income 4 5
Finance income and costs 2,669 3,171 Exchange gains 363 70
Share of the income of investments accounted for Total 490 289
using the equity method 0 87
Taxes - ot 757 Finance costs
Other adjustments £ 114 Interest expenses/loans -2,381 2,726
Total -766 -11,809 Other interest and finance expenses -401 -560
Exchange losses -378 -174
. . . Total -3,160 -3,460
9. Fair value gains/losses of investments
EUR 1,000 2018 2017 . .
I stments ot farr value throush orofit and | 11. Share of the income of investments
WEStMENES a1 Tawr va ue rough profit and 1oss accounted for using the equity method
Investments in funds 8,041 4,013
Growth equity investments 1,336 11,749 EUR 1,000 2018 2017
Market portfcl)lic.) . -4,740 2,302 Associates 0 87
Investments in joint ventures 280 -358 Total 0 .87
Other investments® 175 -124
Total 5,092 17,582

*Includes a net gain of EUR 0.2 million from financial assets designated at fair value through profit or loss.
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12. Income taxes 13. Earnings per share
EUR 1,000 2018 2017 Basic earnings per share is calculated by dividing the distributable retained profit for the
Current income tax 5,150 960 financial year by the average share issue adjusted number of shares, excluding shares that
Taxes for previous years 1,066 1,274 have been purchased by the Company and are presented as the Company's own shares.
Deferred taxes
Temporary differences 5,415 1,477 Diluted earnings per share is calculated by adjusting the weighted average number of ordi-
Total 801 757 nary shares outstanding to assume conversion of all dilutive potential ordinary shares.
2018 2017
Income tax reconcilliation Attributable to the equity holders of the Company, €,
EUR 1,000 8,064 15,473
EUR 1,000 2018 2017 Interest expense on hybrid bond (net of tax) -435
Profit before taxes 9282 16,224 ;l;(a)p;/loss used determine diluted earnings per 8,064 15,038
Tax calculated at the domestic corporation tax rate ;
of 209 1,856 3.245 \éVelgh’;ed ave;Jg: Flgrgger of shares, EUR 1,000 146,522 145,1;:
Effect of different tax rates outside Finland 43 -60 len ;t a;es' : bor of <h FUR 1.000 e 495 145 1_53
Tax exempt income -1,841 -1,118 eighted average number of shares, ! ! !
Non-deductible expenses 215 44 Effect of opti EUR 1.000 1630 1845
The use of previous years' tax losses -280 -1,706 (.ac o opmons, ! - ! !
- Weighted average number of shares adjusted for the
Taxes for previous years 410 1,267 effect of dilution, EUR 1,000 148,125 146,998
Change of deferred tax expense liability concerning
taxes for previous years 383 -1,224 Earm o basi " = Y
Impairment of goodwill 0 300 Earnfngs per share (d‘a:SItC)(;{ cen St 5'4 10'2
Other direct taxes 15 10 arnings per share (diluted), cents . .
Income taxes in the Group Income Statement 801 757
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14. Tangible assets
EUR 1,000 2018 2017
Machinery and equipment
Acquisition cost at 1 January 2,148 1,989
Additions 77 159
Acquisition cost at 31 December 2,225 2,148
Accumulated depreciation at 1 January -1,980 -1,940
Accumulated depreciation in changes 0 0
Depreciation for the financial year -48 -40
Accumulated depreciation at 31 December -2,028 -1,980
Book value on 31 December 197 168
Other tangible assets
Acquisition cost at 1 January 120 120
Book value on 31 December 120 120
Tangible assets total 317 288
15. Goodwill
EUR 1,000 2018 2017
Acquisition cost at 1 January 13,169 13,169
Acquisition cost at 31 December 13,169 13,169
Accumulated impairment at 1 January -8,622 -6,965
Impairment - -1,500
Translation difference 157 -157
Accumulated impairment at 31 December -8,465 -8,622
Book value on 31 December 4,704 4,547
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Impairment testing of goodwill
The majority of goodwill consists of CapMan's acquisition on 27 August 2008 of private equi-

ty house Norum, whose goodwill was €4.2 million (€4.1 million) as at 31 December 2018.

The management of the Russian funds form a cash generating unit. Cash flow projections
have been prepared for ten years with no residual value consideration. The cash flow is
based on a long term contract, whereby the cash flows for the current fund can be reasona-
bly reliable estimated. In addition, cash flow projections include new fee income, for which
an agreement is not yet made. The discount rate used is 15.7% (2017: 14.6%,), except for
carried interest, whose discount rate is 18.0% (2017: 18.0%). There is no significant country
risk attached to these cash flows, as they relate to management fees received from interna-
tional investors.

A sensitivity analysis for the valuation of goodwill allocated to the Russian fund management
business has been carried out, by making downside scenarios for the key parameters used in
the impairment test. Recoverable amount of the cash-generating unit is currently exceeding
its carrying amount by EUR 0.6 million. According to the sensitivity analysis, an increase of
3.8 percent points in the pre-tax discount rate, 21% decrease in the estimated fee income,
17% decrease in the estimated carried interest or 50% decrease in the estimated fee income
from agreements not yet made, would result in the recoverable amount being lower than the
carrying amount.

In the comparison period, the annual goodwill impairment test resulted in an impairment
loss of EUR 1.5 million for the goodwill allocated to the Russian management company busi-
ness. This was mainly attributable to re-evaluated cash flows, due to continuing political risks
and uncertainty in the fundraising market, which is expected to slow down the fundraising
process of the new fund and decrease its size.

The carrying amount of goodwill is generally sensitive to the success of fundraising. The
goodwill may be impaired in future in the event that new funds are not established, the funds'
size is less than estimated or in case of delays in the fundraising process. Carried interest
income is taken into consideration only when the funds has entered into carry or it can be
reliably be estimated to generate carried interest.
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16. Other intangible assets 18. Investments at fair value through profit or loss
EUR 1,000 2018 2017 Investments in funds
EUR 1,000 2018 2017
Acquisition cost at 1 January 5,330 5,223 .
Additions - 107 Inve-s’Fments in funds at 1 January 58,264 51,394
Acquisition cost at 31 December 5,330 5,330 Additions e 10,543
Disposals 0 -35
Accumulated depreciation at 1 January -5,122 -4,946 Distributions e 7,157
. - . Fair value gains/losses of investments 8,073 3,422
Depreciation for the financial year -123 -176
Accumulated depreciation at 31 December -5,245 5,122 Transfers = 97
Investments in funds at 31 December 80,583 58,264
Book value on 31 December 85 208
Investments in funds by investment area at the end
of period
17. Investments accounted for using the equity method Buyout 13,456 22,020
Credit 2,299 1,749
Associates 0 87 Real Estate 27,069 17,885
Share of the income of investments accounted for Other investment areas 13,655 2,795
using the equity method 0 -87 Funds of funds 340 511
Total 0 0 : :
External private equity funds 14,318 8,799
Nat fi t ts i iat Infra 5,529
ature or investments In associates Total 80,583 58,264
2018
Profit/ Owner- ) ) o ) )
EUR 1,000 Assets Liabilities Turnover loss ship % Investments in funds include the subsidiary, CapMan Fund Investments SICAV-SIF, with a fair
BIF Management Ltd Jersey 1 6 0 44 3333  valueof EUR42.9 million.
Baltic SME The .
Management B.V. Netherlands 3 53 0 -9 33.33% Growth equity investments
Total 4 59 0 -53 EUR 1,000 2018 2017
Other investments at 1 January 28,840 37,856
2017 Profit/ Owner- Additions 1,856
EUR 1,000 Assets Liabilities Turnover loss  ship % Disposals* -26,626 -20,920
BIF Management Ltd Jersey 39 17 0 18 33.33% Fair value gains/losses of investments 9,959
Baltic SME The Transfers -2,214 89
Management B.V. Netherlands 2 53 0 10 33.33% Other investments at 31 December 0 28,840
Total 41 70 0 -28
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CapMan has founded a new growth equity based fund on 11.12.2017 with respect to CapMan
sold its growth equity investments in January 2018.

Other financial assets
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The Group's share of the Maneq funds is approx. EUR 4.5 million. As an investment entity,
CapMan measures its investments in joint ventures as at fair value through profit or loss.

The owners of Maneq Investments Luxembourg S.a.r.| have agreements relating to the distri-

EUR 1,000 2018 2017 bution of the assets and minority rights in decision making. The investment is made through
Other investments at 1 January 142 179 several separate instruments and their values are co-dependent. The investment is thus
Additions 42 0 valued as one entity based on discounted cash flows. Based on the contractual agreement,
Disposals 5 CapMan has right to net assets of the arrangement.
Transfers 2,213
Fair value gains/losses of investments 151 32 Team members of CapMan investment teams and other personnel have the option to invest
Other investments at 31 December 2548 142 in portfolio companies alongside CapMan via Maneq funds. CapMan has not established the
- new Maneg-funds after the year 2011. Maneq 2002 AB fund has been terminated on June 27
Investments in joint ventures 2017.
EUR 1,000 2018 2017 ) o . . o .
The valuation principles are presented in Note 32. Financial risk management g) Determining
Investments in joint ventures at 1 January 4,917 5,376 fair values.
Additions 106 172
Disposals 832 63 19. Receivables - Non-current
Distributions 0 -210
Fair value gains/losses of investments 280 -358 EUR 1,000 2018 2017
Investments in joint ventures at 31 December 4,470 4,917 Trade receivables 2,309
Loan receivables 2,766 3,143
Nature of investments in joint ventures Total 5,075 3,143
2018 _
EUR 1,000 Assets Liabilities Turnover Pr%l;é gmgeég Non-current trade receivables are related to Scala's fundraising and advisory services.
Because of the significant financing component related to these receivables, the promised
Maneq Investments . ) . .
Luxembourg S.a.r.l. Luxembourg 5,788 1,997 0 447 18.18% amount of consideration has been adjusted for the effects of the time value of money and
Maneq 2004 AB Sweden 53 1 0 0 41.90% the credit characteristics of the customer. However, no contract assets are related to these
Yewtree Holding AB Sweden 12 1 0 .9 35.00% customer contracts, as the Group's right to the amount of consideration is unconditional and
subject only to the passage of time.
2017 . . - .
Profit/ Owner- Loan receivables include EUR 1.5 million from Norum Russia Co-Investment Ltd, EUR 0.4
EUR 1,000 Assets Liabilities Turnover loss  ship%  nillion from NEP Priedvidza S.a.r.l., EUR 0.4 million from NRE Cream Oy, EUR 0.2 million
Maneq Investments from CapMan Russia Team Guernsey Ltd and EUR 0.3 million related to other co-invest-
Luxembourg S.a.r.l. Luxembourg 5,968 2,968 0 3 18.18% ments
Maneq 2004 AB Sweden 76 -1 2 11 41.909%,
Yewtree Holding AB Sweden 69 1 2 -4 35.00%,
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Non-current receivables' fair value equals their book value. Loan receivables do not include EUR 1,000 2018 2017
credit-impaired financial assets. Allowance for expected credit losses of loan receivables is Loan receivables, gross 2,781 3,143
presented in the table on the right. Loss allowance 16 ]
Loan receivables, net 2,766 3,143
20. Deferred tax assets and liabilities
Changes in deferred taxes during 2018:
Charged to Translation

EUR 1,000 31 Dec 2017  Income Statement difference Charged in equity 31 Dec 2018
Deferred tax assets

Accrued differences 1,751 273 2 0 2,026
Total 1,751 273 2 0 2,026
Deferred tax liabilities

Accrued differences 1,139 319 -6 0 1,452
Unrealised fair value changes 7,434 -5,601 0 1,833
Total 8,573 -5,282 -6 0 3,285
Changes in deferred taxes during 2017:

Charged to Translation

EUR 1,000 31 Dec 2016  Income Statement difference Charged in equity 31 Dec 2017
Deferred tax assets

Accrued differences 1,567 185 -1 0 1,751
Interest expense on hybrid bond 3,320 0 -3,320 0
Total 4,887 185 -1 -3,320 1,751
Deferred tax liabilities

Accrued differences 2,088 -944 -5 0 1,139
Unrealised fair value changes 7,780 -346 0 7,434
Total 9,868 -1,290 -5 0 8,573

71 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS



CAPMAN ANNUAL GROUP CORPORATE REPORT OF THE FINANCIAL
REPORT 2018 GOVERNANCE BOARD OF DIRECTORS STATEMENTS
21. Trade and other receivables Trade and other receivables by currency at end of year
Amount in for- Amount in
EUR 1,000 2018 2017 Trade and other receivables eign currency euros proportion
Trade receivables 1,473 3,052 EUR 9,228 73%
Loan receivables 102 455 usDb 2,560 2,236 18%
Accrued income 3,617 2,255 SEK 6,061 591 5%
Other receivables 7,455 2,963 GBP 529 591 5%
Total 12,647 8,725
Loss allowance for the expected credit losses of trade receivables, based on a provision ma- 22. Financial assets at fair value through profit or loss
trix, is presented below.
EUR 1,000 2018 2017
EUR 1,000 2018 2017 ' : :
Trade receivables, gross 1512 3052 Financial assets held for trading 38,706 76,841
Other financial assets at fair value through profit or loss 300 303
Loss allowance -39 -
Trade receivables, net 1,473 3,052 Total 22,006 77,144

Expected credit losses of other receivables measured at amortised cost is insignificant, and
other receivables at amortised cost do not contain credit-impaired items.

With regards to contracts with customers, the Group's right to the amount of consideration is
unconditional. Therefore, they are presented as receivables and no separate contract asset is

presented.

Loan receivables include mainly current loan receivables from related parties and other
employees.

Accrued income includes mainly prepayments.

Other receivables mainly include unvoiced sale of services, costs to be re-invoiced, income
tax receivables and receivables related to sold financial assets.
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Financial assets held for trading include investments to listed shares, derivative contracts and
investments in hedge and interest funds. Listed shares and derivative contracts are measured
at fair value by the last trade price on active markets on the balance sheet date. Their fair
value amounted to EUR 21.0 million as at December 31, 2018.

The fair value of investments in funds is determined as the funds' net asset value at the bal-
ance sheet date. The fair value of fund investments totaled EUR 6.3 million, of which hedge
funds and equity funds totaled EUR 1.1 million and EUR 5.2 million, respectively.

The fair value of interest-bearing securities on the balance sheet date was EUR 11.3 million,
of which bonds and bond funds totaled EUR 8.9 million and EUR 2.4 million, respectively.
The fair value of bonds is based on the last trade price on the balance sheet date or, in an
illiquid market, on values determined by the counterparty. The fair value of investments in
bond funds is determined as the funds’ net asset value at the balance sheet date.

Other financial assets at fair value through profit or loss includes shares in external invest-
ment fund companies.
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Derivative contracts . Share N
The Group uses standardized derivative contracts to make portfolio management more effec- EUR 1,000 cgpiat:ﬁ p;ig:;ﬂm resglt'v:; Total

tive. The fair values of the derivative contracts as well as the underlying values are given in

the table below. The fair values are adjusted for the corresponding share’s dividend income. 4 Pec 2014 772 38,968 27,175 66,915
Derivative contracts are recognized at fair value on the date on which the derivative contract Options 222 222
. ) . . 31 Dec 2015 772 38,968 27,397 67,137
is entered into and are subsequently remeasured at fair value. The fair value of futures corre-
, L Share subscriptions with options 22 22
sponds to the futures’ gain or loss. Hedge accounting is not used.
Options 64 64
EUR 1,000 2018 2017 Share issue 69,628 69,628
Index derivatives, bought call options and sold 31 Dec 2016 772 38,968 97,111 136,851
futures Share subscriptions with options 421 421
Fair value -50 37 Options 96 9%
Underlying value -21,207 -21,962 Share issue -78 -78
Hybrid bond repayment -15,000 -15,000
31 Dec 2017 772 38,968 82,550 122,290
23. Cash and bank Share subscriptions with options 1,139 1,139
Options 116 116
EUR 1,000 2018 2017 Other changes 7 ’
Bank accounts 54,544 23,291 31 Dec 2018 772 38,968 83,812 123,552
Total 54,544 23,291
Cash and bank includes bank accounts. Other reserves
During the financial year 2018, granted stock option subscription rights and subscribed
24. Share capital and shares shares were recorded to unrestricted equity fund. During the financial year 2017, in addition
to the beforementioned options, the share issue costs relating to the acquisition of Norvestia
Number of  Number of and repaid hybrid bond of EUR 15 million were deducted from the unrestricted equity fund.
1,000 shares A shares B shares Total
31 Dec 2014 5,750 80,567 86,317 The stock option programs are presented in Table 30. Share-based payments.
31 Dec 2015 5,750 80,567 86,317
A-shares converted into B-shares -5,750 5,750 Translation difference
Share subscriptions with options 29 29 The foreign currency translation reserve includes translation differences arising from currency
Share issue 56,967 56,967 conversion in the closing of the books for foreign units.
31 Dec 2016 143,313 143,313
Share subscriptions with options 636 636
Share issue 1,677 1,677
31 Dec 2017 145,626 145,626
Share subscriptions with options 1,490 1,490
31 Dec 2018 147,116 147,116
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Dividends paid and proposal for profit distribution

The Board of Directors will propose to the Annual General Meeting to be held on 13 March
2019 that a dividend of EUR 0.12 per share will be paid to shreholders, equivalent to a total
of approx. EUR 17.7 million.

A dividend of EUR 0.11 per share, total EUR 16.0 million, was paid for the year 2017. The
dividend was paid to the shareholders on 23 March 2018.

Redemption obligation clause
A shareholder whose share of the entire share capital or the voting rights of the Company
reaches or exceeds 33.3 % or 50 % has, at the request of other shareholders, the obligation

to redeem his or her shares and related securities in accordance with the Articles of Associa-

tion of CapMan Plc.

Ownership and voting rights agreements

As at 31 December 2017 CapMan Plc had no knowledge of agreements or arrangements, re-
lated to the Company's ownership and voting rights, that were apt to have substantial impact
on the share value of CapMan Plc.

D The company's Board of Directors will propose to the Annual General Meeting that considering
distributable earnings, the dividend per share for 2018 would be EUR 0.06 instead of the originally
proposed EUR 0.12. The Board of Directors will issue a Notice to an Extraordinary General Meeting
to be convened on 25 March 2019 to decide on the equity repayment of EUR 0.06 per share. The total
distribution for 2018 would remain unchanged at EUR 0.12 per share, or a total of approx. MEUR 17.7.
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Distribution of shareholdings by number of shares
and sector as at 31 December 2017

Number of
Number of shares and
Shareholding holdings % votes %
1-100 2,045 11.199% 105,281 0.07%
101-1 000 7,694 42.09%, 3,994,906 2.72%
1 001-10 000 7,280 39.839% 24,789,619 16.85%
10 001-100 000 1,159 6.349, 28,214,255 19.18%
100 001-1 000 000 82 0.459% 20,810,697 14.149,
1 000 001- 18 0.10% 69,208,696 47.049%,
Total 18,278 99.959%, 147,123,454 100.00%,
of which Nominee registered 10 0.06% 8,854,297 6.02%,
On the book-entry register
joint account 18,709 0.00%
Total shares outstanding 147,142,163 100.00%
Number of
shares and
Sector votes %
Corporations 31,708,549 22.90%
Households 70,522,671 51.00%
Non-profit and public sector institutions 18,756,252 13.60%
Financial and insurance corporations 17,017,041 12.30%
Non-Finnish holders 264,644 0.20%
Total 147,123,454 100.00%,
Nominee registered 8,854,297 6.00%
On the book-entry register joint account 18,709 0.009%
Total shares outstanding 147,142,163 100.00%

Source: EuroClear Finland Ltd, as at 31 December 2018. Figures are based on the total number of shares
147 142 163 and total number of shareholders 18,278. CapMan Plc had 26,299 shares as at 31 Decem-
ber 2018.
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CapMan's largest shareholders as at 31 December 2017 25. Interest-bearing loans and borrowings - Non-current
Number of Proportion
shares and votes of shares, % EUR 1,000 2018 2017
Mandatum Henkivakuutusosakeyhtio 10,737,228 7.30 Bank loans ; 5,489
Keskindinen Eldkevakuutusyhtio Ilmarinen 10,464,415 7.11 Senior bond 49,705 29,737
OY Inventiainvest AB? + Ari Tolppanen® 7,032,865 4.78 Multi-issuer bond . 9,989
QY Inventiainvest AB? 7,024,794 4.77 Total 49,705 45,215
Tolppanen AriV 8,071 0.01
Laakkonen Mikko Kalervo 6,378,320 4.34 S
— The bank | full din 2018.
Keskindinen tyoeldkevakuutusyhtio Varma 3,675,215 2.50 @ bantloan was iully repaid in
Joensuun Kauppa Ja Kone Oy 3,511,853 2.39
Vesasco Oy 3,088,469 2.10 CapMan issued a EUR 30 million fixed-rate unsecured senior bond to institutional investors
Valtion Elikerahasto 2,500,000 1.70 in October 2015. The bond was originally scheduled to mature in four years on 15 October
Winsome Oy? + Tuomo Raasio? 2,130,043 1.45 2019 and had a fixed coupon interest rate of 4.2% per annum, but an early redemption was
Winsome Oy? 2,076,299 1.41 made in April 2018. At the same time, CapMan issued senior unsecured notes in the princi-
Raasio Tuomo? 53,744 0.04 pal amount of EUR 50 million, which will mature on 16 April 2013 and carry a fixed annual
Heiwes Oy 2,094,480 1.42 interest of 4.125%,. The coupon interest is paid semi-annually.
Momea Invest Oy 2,079,222 1.41
Laakkonen Hannu 1.992.742 1.35 The multi-issuer bond, EUR 10 million guaranteed by Garantia Insurance Company Ltd
Sijoitusrahasto Taaleritehdas Mikro Markka 1.500.000 1.02 matures in 18 June 2019 and has been transferred to current interest-bearing loans and
Oy G.W.Sohlberg Ab 1,356,000 0.92 borrowings.
Laine Capital Oy 1,287,995 0.88
Keskindinen Vakuutusyhtio Kaleva 1,138,200 0.77
K. Hartwall Invest Oy Ab 1,000,000 0.68 26. Trade and other payables - Current
Immonen Jukka Kalevi 974,544 0.66 EUR 1,000 2018 2017
Mandatum Life 867,958 0.59 Trad b e 635
Oy Nissala Ab? + Andreas Tallberg? 804,530 0.55 A': © payables ved . 5 1;’0
Oy Nissala Ab? 793,000 0.54 A Vancj payments receive E 782 5875
Tallberg Andreas? 11,530 0.01 O(’;Eruel' :(Ii(.enses 1'751 10'153
Total 64,614,079 43.929, er iabiities ’ ’
Total 16,808 26,837
Nominee registered® 8,854,297 6.02%, ) ) o
- The maturity of trade payables is normal terms of trade and don't include overdue payments.
Shareholdings of management and employees® 4,725,964 3.21%
CapMan has not received any flagging notifications during year 2018. An up-date information Advance payments received are liabilities based on customer contracts.

of all flagging notifications can be found at www.capman.com.

b Employed by CapMan.

2 CapMan employee who exercises controlling power in the aforementioned company but who does not
own CapMan shares directly.

3 Shareholders among the 200 largest shareholders of the Company.
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Accrued expenses include a clawback liability of EUR 7.6 million (2016: EUR 7.6 million) relat-

ing to potential repayment of carried interest to CapMan Real Estate | Fund. Liability is related
to the exit in 2007. The other significant items in accrued expenses relate to accrued salaries
and social benefit expenses.

Trade and other liabilities by currency at end of year

CORPORATE
GOVERNANCE

Amount in Amount in

Trade and other liabilities foreign currency euros Proportion
EUR 15,606 93%
SEK 12,004 1,171 7%
GBP 28 31 0%
27. Interest-bearing loans and borrowings - Current

EUR 1,000 2018 2017
Bank loans 0 3,000
Multi-issuer bond 9,989 0
Total 9,989 3,000

The bank loan was fully repaid in 2018. The multi-issuer bond, EUR 10 million guaranteed
by Garantia Insurance Company Ltd, has an annual coupon interest rate of 1.85% and it
matures in 18 June 2019.
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28. Financial assets and liabilities

Financial assets

2018
Balance sheet
EUR 1,000 Note value Fair value
Investments at fair value through profit
or loss
Investments in funds 18 80,583 80,583
Growth equity investments 18 0 0
Other financial assets* 18 2,548 2,548
Investments in joint ventures 18 4,470 4,470
Loan receivables 19 5,075 5,075
Trade and other receivables 21 12,647 12,647
Financial assets at fair value 22 39,006 39,006
Cash and bank 23 54,544 54,544
Total 198,873 198,873

*Other financial assets consists of financial assets that are specifically classified as investments at fair
value through profit and loss

2017
Balance sheet
EUR 1,000 Note value Fair value
Investments at fair value through profit
or loss
Investments in funds 18 58,264 58,264
Growth equity investments 18 28,840 28,840
Other financial assets 18 142 142
Investments in joint ventures 18 4917 4917
Loan receivables 19 3,143 3,143
Trade and other receivables 21 8,725 8,725
Financial assets at fair value 22 77,144 77,144
Cash and bank 23 23,291 23,291
Total 204,466 204,466
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Financial liabilities 29. Commitments and contingent liabilities
2018 .
Balance sheet Leasing agreements - CapMan Group as lessee
EUR 1,000 Note value Fair value EUR 1.000 2018 2017
Non-current liabilities 25 49,705 49,705 Other hire purchase commitments
Trade and other liabilities 26 16,808 16,808 Within one year
Current liabilities 9,989 9,989 After one but not more than five years 919 1,027
Total 76,502 76,502 After five years 2,213 2,483
Total 40 502
Yhteensi 3,172 4,012
2017
Balance sheet
EUR 1,000 Note value Fair value The Group has leased the offices. The rental agreements are typically for 1 to 7 years.
Non-current liabilities 26 45,215 45,215 . . R
- Securities and other contingent liabilities
Trade and other liabilities 27 26,837 27,651 EUR 1.000 2018 2017
Current liabilities 3,000 3,000 !
Total 75,052 75,052 Contingencies for own commitment
Pledged deposit for own commitment 32,120
Business mortgage 30,000
Net debt Pledged securities 2,460 2,799
EUR 1,000 2018 2017 Pledged cash and bank 5,499 846
Cash and cash equivalents 54,544 23,594
_ — Other contingent liabilities
Borrowings - repayable within one year -9,989 -3,000 Bank guarantee counter-obligation 10,500
Borrowings - repayable after one year -49,705 45,215
Net debt -5,150 24,621 Remaining commitments to funds
by investment area
Cash and cash equivalents 54,544 23,594 Buyout 11,883 13,178
Gross debt - variable interest rates 0 -8,489 Credit 1,846 2,316
Gross debt - fixed interest rates -59,694 -39,726 Russia 1,123 1,477
Net debt -5,150 24,621 Real Estate 9,130 10,584
Other investment areas 3,610 3,272
Funds of funds 713 717
Borrow due  Borrow due Growth Equity* 14,500 26,626
EUR 1,000 Cash within 1 year  after 1 year Total
Infra 29,829
Net debt as at 1 Jan 2018 23,594 -3,000 45,215 -24,621 External private equity funds 25,409 8,911
Cash flows 30,950 -6,989 -4,490 19,471 Total 98,043 67,081
Net debt as at 31 Dec 2018 54,544 -9,989 -49,705 -5,150
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CapMan estimates that EUR 75-85 million of the remaining commitments will be called in
the next 4 years, particularly due to unused investment capacity of the older funds.
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The fair value of the stock option programs has been measured at the grant date and is ex-
pensed on a straight-line basis over the vesting period. Fair value of options at the grant date
is determined in accordance with the Black&Scholes option pricing model.

30. Share-based payments

CapMan has an investment based long-term share-based incentive plan and two stock option
programs, the stock option program 2013 and the stock option program 2016. These pro-
grams are used to commit key individuals and executives to the company and reinforce the
alignment of interests of key individuals and executives and CapMan shareholders. In the
investment based long-term share-based incentive plan the participants are committed to
shareholder value creation by investing a significant amount into the CapMan Plc share.

The investment-based long-term incentive plan includes one performance period. The per-
formance period commenced on 1 April 2018 and will end on 31 March 2021. The partici-
pants may earn a matching reward and a performance-based reward from the performance
period. The prerequisite for receiving reward on the basis of the plan is that a participant
acquires company's shares or allocates previously owned company's shares up to the number
determined by the Board of Directors. The performance-based reward from the plan is based
on the company share's Total Shareholder Return (TSR) and on a participant's employment
or service upon reward payment. The rewards from the Plan will be paid fully in the compa-
ny's shares in 2021 and the plan is thus equity-settled. The Board shall resolve whether new
Shares or existing Shares held by the Company are given as reward. The target group of the
Plan consists of approximately 20 people, including the members of the Management Group

The fair value of the investment-based incentive plan has been measured at the grant date
and is expensed on a straight-line basis over the vesting period. Expected dividends and
forfeiture rate have been incorporated into the measurement of the fair value as decreasing
factors.
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The total expense recognised for the period arising from share-based payment transactions

amounted to EUR 0.6 million. There were no liabilities arising from share-based payment

transactions.

Key information on the incentive-based incentive plan and stock option programs is present-

ed in the following tables.

Investment-based incentive plan

Grant date 27 Apr 2018
Vesting period starts 27 Apr 2018
Vesting period ends 31 Aug 2021
Maximum number of shares granted 5232 500
Grant date share price, EUR 1.5872
Assumption for the Total Shareholder Return, per annum 8%
Present value of the expected dividends, EUR 0.33
Forfeiture rate assumption 109,
Fair value of the plan as at the grant date, EUR million 2.2
Expense recorded during the financial year, EUR million 0.5
Number of participants in the plan 16
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Stock option program 2016

Stock option 2016A

Stock option 2016B

Stock option 2016C

Stock options, number 1,410,000 1,410,000 1,410,000
Entitlement to subscribe for B shares 1,410,000 1,410,000 1,410,000
Share subscription period begins 01 May 2019 01 May 2020 01 May 2021
Share subscription period ends 30 Apr 2021 30 Apr 2022 30 Apr 2023

Share subscription price

Trade volume weighted average price of
the B share on the Nasdag OMX Helsinki
1.4.-31.5.2016 with an addition of ten
(10) per cent less dividends i.e. €0.84

Trade volume weighted average price of
the B share on the Nasdag OMX Helsinki
1.4.-31.5.2017 with an addition of ten
(10) per cent less dividends

Trade volume weighted average price of
the B share on the Nasdag OMX Helsinki
1.4.-31.5.2018 with an addition of ten
(10) per cent less dividends

Assumptions used in the Black&Scholes model

Expected volatility

21.569%

Risk-free interest

0.0 %

Stock option program 2013

Stock option 2013A

Stock option 2013B

Stock option 2013C

Stock options, number 1,410,000 1,410,000 1,410,000

Entitlement to subscribe for B shares 1,410,000 1,410,000 1,410,000

Share subscription period begins 01 May 2016 01 May 2017 01 May 2018

Share subscription period ends 30 Apr 2018 30 Apr 2019 30 Apr 2020

Trade volume weighted average price of  Trade volume weighted average price of

the B share on the Nasdag OMX Helsinki  the B share on the Nasdaq OMX Helsinki

1.4.-31.5.2014 with an addition of ten 1.4.-31.5.2015 with an addition of ten

Share subscription price (10) per cent less dividends i.e. €0.83 (10) per cent less dividends i.e. €0.85
Assumptions used in the Black&Scholes model

Expected volatility 18.7 % 20.5 % 20.5 %

Risk-free interest 0.0 % 0.0 % 0.0 %
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Stock option

Stock option

Stock option

2013A 2013B 2013C 2016A 2016B 2016C
Initial amount of option rights, pcs 1,410,000 1,410,000 1,410,000 1,410,000 1,410,000 1,410,000
Amount of granted option rights, pcs 1,325,000 1,268,334 1,277,291 673,958 0 0
Outstanding at the beginning of the reporting period, pcs 544,420 1,185,358 1,227,291 623,958
Changes during the period:
Granted 0 50,000 50,000 50,000
Exercised 544,419 633,413 189,995 0
Weighted average subscription price, € 0.62 0.85 0.85
Weighted-average share price during the subsicription
period in the financial year 1.64 1.60 1.54
Outstanding at the end of the reporting period, pcs 0 601,945 1,087,296 673,958
Exercised by the end of the reporting period, pcs 1,324,599 666,389 189,995 0
Option rights, % of shares and votes, if all outstanding
granted stock options would be exercised 0.0 % 0.4 % 0.7 % 0.5%
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31. Related party disclosures Parent
Group company
ownership ownership
Parent Group companies of shares, %  of shares, %
. owng?h‘:g ownership CapMan Endowment GP Oy Finland 100% 100%
Group companies of shares, %  of shares, % CapMan Collection Oy Finland 100% 100%
CapMan Plc, parent company Finland CanMan Real Estate UK Limited K'Unc}ted 100
CapMan Capital Management Oy Finland 100% 100% Nant ;: itj 20512 ZP o mite :ilaonn; 100? 100%
CapMan Sweden AB Sweden 100% 100% Divid pAB Y Swed 1ooc70 2
ividum weden A
CapMan AB Sweden 1009, 1009,
Valo Advi 6] Finland 100 100
CapMan (Guernsey) Limited Guernsey 1009, 1009, V:IZ Fu:ijsol\;san; B—— F::I::d IOOZ’ %
CapMan Mezzanine (Guernsey) Limited Guernsey 1009, 1009, KokoelmakeskungP o y Finland 100(; 100%
CapMan (Guernsey) Buyout VIII GP Limited Guernsey 1009, 1009, N " 5 y Finland 100(; °
rventur inlan
CapMan (Sweden) Buyout VIl GP AB Sweden 100% 100% C;’pl\:an“;zwtyh Fauity Oy le:nd 100(;
CapMan Classic GP O Finland 100 100 2
CapMan Real Estate oy Finland 100? 100? CapMan Nordic Real Estate Manager Il S.A. Luxembourg 1009, 1009,
DivFi)dum 0 y Finland 100(70 100(70 CapMan Infra Management Oy Finland 70% 70%
CanMan R)I—; 'GP O Finland 100‘70 100(70 CapMan Infra Lux Management S.&.r.l. Luxembourg 70%
P Y ; 2 2 CapMan Lynx Holding SCA Luxembourg 70%
CapMan RE Il GP Oy Finland 100% 100% CapMan Lynx S.4r] L ixernbour 70%
CapMan (Guernsey) Life Science IV GP Limited  Guernsey 100% 100% CapMan Gymwﬂ; e © Fin|an§ 100(7" 1009,
CapMan (Guernsey) Technology 2007 GP Limited ~ Guernsey 100% 100% S pl Fund Advi g Oy y Finland 50 2 50 2
CapMan (Sweden) Technology Fund 2007 GP AB Sweden 100% 100% Ccahaﬂ ur; : SV,'SOIW y : 'E an 703’ %
- apMan Foil S.a.r.l. uxembourg A
CapMan Hotels RE GP Oy Finland 100% 100% -
Man Nordic Infrastructure M arl L b 10 1
CapMan Public Market Manager S.A. Luxembourg 100% 100% gapMan I (;r lE n r(a;) rouc ure Manager S.4.r. uxer:. <|)ur§ 78% 00%
CapMan Private Equity Advisors Limited Cyprus 1009, 1009, CZPM:: I;urT)u:/r)]()l( GP S); i Luxemll:)]oaur:' IOOZ) 100%
CapMan (Guernsey) Russia GP Limited Guernsey 100% 100% c pM AIFyM o = Finl i 100 ° 100 °
CapMan (Guernsey) Investment Limited Guernsey 100% 100%, apian y nan % %
CapMan (Guernsey) Buyout IX GP Limited Guernsey 100% 100% Investments accounted for using the equity method are presented in Table 17. Investments
CapMan Fund Investments SICAV-SIF Luxembourg 100% 100%, accounted for using the equity method.
CapMan Mezzanine V Manager S.A. Luxembourg 100% 100%,
CapMan (Guernsey) Buyout X GP Limited Guernsey 100% 100% The investments in joint ventures are presented in Table 18. Investments at fair value through
CapMan (Guernsey) Russia Il GP Limited Guernsey 100% 100%, profit and loss.
Maneq 2012 AB Sweden 100% 100%,
CapMan Nordic Real Estate Manager S.A. Luxembourg 100% 100%, Commitments to related parties
CapMan Buyout X GP Oy Finland 100% 100% 2018 2017

Commitments to Maneq funds 3,797 3,903
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Management remuneration Pension costs
EUR 1,000 2018 2017 Pension costs Additional pension costs
Salaries and other short- EUR 1,000 2018 2017 2018 2017
term employee benefits 1,287 1,899 CEO
Other long-term benefits 344 Heikki Westerlund 145 30
Share-based payments 261 205 é - : e§ er L_m
Joakim Frimodig 122 58 37 21
Total* 1,548 2,448
. Management remuneration includes members of the board, CEO and management group.
Remuneration and fees
CEO The CEO has a mutual notice period of six months and he will be entitled to a severance fee
Heikki Westerlund Until 3 May 2017 1,231 of 12 months' salary, if his employment is terminated by the company.
Share-based payments .
- - - The CEO and some of the Management Group members are covered by additional pay-
Joakim Frimodig From 4 May 2017 376 231 . ) )
ment-based pension insurance. The retirement age of the CEO is 63 years.
Share-based payments 186 105
Total B2 1,567 In 2018 the Management Group members were granted O stock options (2017: 412 500).
The stock options granted to the management are subject to the same terms as for stock
Members of the Board .
. options granted to employees. The Management Group members have allocated a total of
Claes de Neergaard Until 14 March 2017 14 690 000 shares to the investment based long term incentive plan.
From 16 March 2016 to 14 March
Dirk Beeusaert 2017 13
Andreas Tallberg From 15 March 2017 67 55
Karri Kaitue Until 13 March 2018 17 66
Nora Kerppola Until 13 March 2018 18 53
Ari Tolppanen 43 50
Mammu Kaario From 15 March 2017 52 38
Catarina Fagerholm From 14 March 2018 35
Eero Helidvaara From 14 March 2018 55

*Excluding the CEO
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32. Financial risk management

The purpose of financial risk management is to ensure that the Group has adequate and
effectively utilised financing as regards the nature and scope of the Group's business. The
objective is to minimise the impact of negative market development on the Group with
consideration for cost-efficiency. The financial risk management has been centralised and the
Group's CFO is responsible for financial risk management and control.

The policy of the management is to constantly monitor cash flow forecasts and the Group's
liquidity position on behalf of all Group companies. In addition, the Group's principles

for liquidity management include rolling 12-month loan covenant assessments. The loan
covenants are related to equity ratio and net gearing. During the financial year all the loan
covenants have been fullfilled.

The Group has a Monitoring team, which monitors the performance and the price risk of the
investment portfolio (financial assets entered at fair value through profit and loss) inde-
pendently and objectively of the investment teams. The Monitoring team is responsible for
reviewing the monthly reporting and forecasts for portfolio companies. Valuation proposals
made by the case investment professionals are examined by the Monitoring team and subse-
quently approved by the Valuation Committee, which comprises the Chairman of the Investee
Committee, the Group CFO and Heads of investment teams.

a) Liquidity risk

The Group’s cash flow is a mix of cash flow from management fees received and volatile car-
ried interest income. The third main component in liquidity management is the timing of the
capital calls to the funds and the proceeds received from fund investments.

Management fees received from the funds are based on long-term agreements and are target-

ed to cover the operational expenses of the Group. Management fees are relatively predicta-
ble for the coming 12 months.

The timing and receipt of carried interest generated by the funds is uncertain and will con-
tribute to the volatility of the results. Changes in investment and exit activity levels may have
a significant impact on cash flows of the Group. A single investment or exit may change the
cash flow situation completely and the exact timing of the cash flow is difficult to predict.
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The CapMan Real Estate | fund transferred into carry in 2007. From the EUR 27.4 million of
carried interest paid in 2007 approximately EUR 6.4 million was not recognised in the reve-
nue in 2007 but instead left as a liability in case that some of the carried interest would have
to be returned to the investors in the future. CapMan's share of the entered carried interest
was approx. EUR 13.5 million and the share of minority owners was approx. EUR 7.5 million.
In 2014, the clawback risk was reassessed and the related liability decreased by EUR 1.2
million to EUR 5.2 million. However, in light of the current market situation, it is considered
unlikely that any further carried interest would be paid from the CapMan Real Estate | fund.
The clawback risk was reassessed again in 2016, and as a result, the related liability was
increased by EUR 2.3 million to EUR 7.5 million. After the reassessment of the clawback risk
in 2017 the liability was increased by EUR 0.1 million. The current clawback liability of EUR
7.6 million, including the minority owners' share, is estimated to be adequate to cover the
possible return of carried interest.

CapMan has made commitments to the funds it manages. As at December 31, 2018, the
undrawn commitments to the funds amounted to EUR 98.0 million (67.1) and the financing
capacity available (cash and third party financing facilities) amounted to EUR 74.5 million
(33.3).

CapMan issued a EUR 30 million fixed-rate unsecured senior bond to institutional investors
in October 2015. The bond was originally scheduled to mature in four years on 15 October
2019 and had a fixed coupon interest rate of 4.2% per annum, but an early redemption was
made in April 2018. At the same time, CapMan issued senior unsecured notes in the princi-
pal amount of EUR 50 million, which will mature on 16 April 2023 and carry a fixed annual
interest of 4.125%. The coupon interest is paid semi-annually.

Furthermore, CapMan Plc has a EUR 10 million multi-issuer bond guaranteed by Garantia In-
surance Company Ltd. The Bond has an annual coupon interest rate of 1.85% and it matures

in 18 June 2019.

CapMan repaid its remaining bank loan of EUR 8.5 million during 2018. CapMan has an
unused long-term credit facility of EUR 20 million available.
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Due between

EUR 1,000 Due within 3 months 3 and 12 months 1 and 3 years 3 and 5 years Due later
Bonds 9,989 49,705

Bank loan

Accounts payable 1,247

Interests, bonds 2,247 6,188 1,031

Interests, bank loan

Commitments to funds 1,428 12,693 1,218 3,482 79,197
Commitments to Maneq -funds 3,797

Clawback 7,607
31 December 2017

Due between Due between Due between

EUR 1,000 Due within 3 months 3 and 12 months 1 and 3 years 3 and 5 years Due later
Bonds 0 29,737

Bank loan 3,000 5,489

Accounts payable 635

Interests, bonds 1,440 1,440

Interests, bank loan 53 140 68

Commitments to funds 2,664 16,793 5,614 212 41,798
Commitments to Maneq -funds 3,903

Clawback 7,607
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b) Interest rate risk

Interest-bearing liabilities have a fixed interest rate. Exposure to interest rate risk would arise
principally from the long-term credit facility of EUR 20 million with a floating interest rate.
However, it has not been used during the financial year.

The annual coupon rate of the multi-issuer bond is 1.85%, and the interest is paid annually.
The senior bond issued in April 2018 has an annual coupon rate of 4.125%, and the interest

is paid semi-annually.

Loans according to interest rate

CORPORATE
GOVERNANCE

EUR 1,000 2018 2017
Floating rate 0 8,489
Fixed rate 59,694 39,726
Total 59,694 48,215
¢) Credit risk

Credit risks arise from changes in the result caused by counterparties failing to meet their
commitments. Money market investments and bonds therefore include credit risks, and to
minimize these, the company has diversified its investments. As money market investments are
short-term, and both money market investments and bonds are made in Nordic listed compa-
nies, these risks are regarded as small.

As at December 31, 2018, the group had EUR 8.9 million invested in bonds. The longest ma-
turity of these investments was 3.2 years and the average maturity was 1.7 years. None of the
investments were past due.

Group’s other credit risks relate to trade, loan and other receivables recognised at amortised
cost. The maximum credit loss of these receivables is the carrying amount of the receivable

in question. There are no collaterals relating to the receivables and there have been no credit
losses in the past. More information on the expected credit losses of receivables is presented
in notes 19 and 21.
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Group does not have financial guarantee contracts and thus no related credit risk. Group's loan
commitments are low and thus also their credit risk is deemed low.

In June 2013, CapMan transferred its ownership in 2005-2011 Maneq funds (including equity
and loan receivables) to a Luxembourg company founded by CapMan and sold part of that
company for a cash consideration of EUR 14 million. After the transaction, the Group’s share
of the Maneq funds is approx. EUR 4.5 million at fair value as at December 31, 2018. The
Group’s holdings in Maneq funds are presented as investments in joint ventures. Following the
transaction, CapMan has a loan receivable from the Luxembourg company, but the risk profile
of this receivable is like that of an equity investment.

d) Currency risk

Changes in exchange rates, particularly between the Swedish krona and the euro, impact
the company’s performance, since a majority of the company’s investments in hedge funds
are krona-denominated. Any strengthening/weakening of the krona against the euro would
improve/weaken the returns from investments in Swedish funds. In turn, however, changes in
other exchange rates may affect the funds’ krona-denominated results.

CapMan has subsidiaries outside of the Eurozone, and their equity is exposed to movements
in foreign currency exchange rates. However, the Group does not hedge currency as the
impact of exposure to currency movements on equity is relatively small. The group is not
exposed to significant currency risks, because Group companies operate in their primary
domestic markets.

As at December 31, 2018, 819% of the Group's assets were in euros, 10% in Swedish krona,
8% in US dollars and 1% in other currencies. The following table presents the fair values of
the foreign currency denominated financial assets.

Fair values of investments denominated in foreign currencies, in euros

Other
EUR 1,000 SEK usbD currencies Total
2018 8,488 8,343 1,108 17,939
2017 11,762 8,626 672 21,060
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e) Capital management

Group’s aim is to have an efficient capital structure that allows the company to manage its
ongoing obligations and that the business has the prerequisites for operating normally. The
Return on equity (ROE) and the Equity ratio are the means for monitoring capital structure.

The long-term targets and dividend policy of the Group have been confirmed by the Board
of Directors of CapMan Plc. The targets are based on profitability (ROE) and balance sheet.
The return on equity target is more than 20 per cent p.a. on average, and target for Equity
ratio at least 60%. The company’s objective is to pay an annually increasing dividend to its
shareholders.

CapMan issued a EUR 30 million fixed-rate unsecured senior bond to institutional investors
in October 2015. The bond was originally scheduled to mature in four years on 15 October
2019 and had a fixed coupon interest rate of 4.29% per annum, but an early redemption was
made in April 2018. At the same time, CapMan issued senior unsecured notes in the princi-
pal amount of EUR 50 million, which will mature on 16 April 2023 and carry a fixed annual
interest of 4.125%,. The coupon interest is paid semi-annually.

Furhermore, CapMan Plc has a EUR 10 million multi-issuer bond guaranteed by Garantia In-
surance Company Ltd. The Bond has an annual coupon interest rate of 1.85% and it matures
in 18 June 2019.

The EUR 50 million bond issued in April 2018 and the long-term credit facility of EUR 20 mil-

lion, currently unused, include financing covenants, which are conditional on the company's
equity ratio and net gearing.
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EUR 1,000 2018 2017
Interest-bearing loans 59,694 48,215
Cash and cash equivalents -54,544 -23,291
Net debt 5,150 24,924
Equity 120,971 126,694
Net gearing 4.3% 19.7%
Return on equity 6.5% 11.5%
Equity ratio 58.7% 60.0%

f) Price risk of the investments in funds

Investments in funds

The investments in funds are valued using the International Private Equity and Venture
Capital Valuation Guidelines. According to these guidelines, the fair values are generally de-
rived by multiplying key performance metrics of the investee company (e.g., EBITDA) by the
relevant valuation multiple (e.g., price/equity ratio) observed for comparable publicly traded
companies or transactions. Changes in valuation multiples can lead to significant changes in
fair values depending on the leverage ratio of the investee company.

Financial assets held for trading

In its operations the Group is exposed to market risks arising from price fluctuations of its
financial assets held for trading. Performance is greatly affected by economic developments
and share price movements both in Finland and abroad. One of the guiding principles of
CapMan’s investment activities is to diversify its investments and thereby reduce overall risks,
as well as to pursue steady asset growth. Occasionally a significant part of investments may
be focused on certain types of investments and securities, the possible negative development
of which may substantially decrease CapMan'’s result. CapMan occasionally hedges its invest-
ments with options and futures, although there may be situations where such hedges are not
effective.
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g) Determining fair values

Fair value hierarchy of financial assets

Fair value hierarchy of financial assets
measured at fair value at 31 December 2018

measured at fair value at 31 December 2017

EUR 1,000 Fair value Level 1 Level 2 Level 3 EUR 1,000 Fair value Level 1 Level 2 Level 3
Investments in funds 80,582 0 0 80,582 Investments in funds 58,264 0 19 58,245
Growth equity investments 0 0 0 0 Growth equity investments 28,840 0 0 28,840
Joint ventures 4,470 0 0 4,471 Joint ventures 4,458 0 0 4917
Other non-current investments 2,548 0 166 2,382 Other non-current investments 142 0 124 18
Current financial assets at fair Current financial assets at fair

value through profit or loss 39,006 28,960 10,046 0 value through profit or loss 77,144 66,121 11,023 0

The different levels have been defined as follows: The different levels have been defined as follows:

Level 1 Quoted prices (unjusted) in active markets for identical assets Level 1 Quoted prices (unjusted) in active markets for identical assets

Level 2 Other than quoted prices included within Level 1 that are observable for the asset,

ther directly (that i ) indirectly (that is. derived f ) Level 2 Level 2 Other than quoted prices included within Level 1 that are observable for the asset, ei-
either directly (that is, .as price) or |.n |rec. y (that is, derive ) rom prices) eve. ) ther directly (that is, as price) or indirectly (that is, derived from prices). Level 2 assets
assets measured at fair value consist of investments for which the quoted price is ) . . . L .

) ) ) measured at fair value consist of investments for which the quoted price is available
available from markets that are not active. CapMan has measured level 2 investments ) ) .

] ) i ) ) from markets that are not active. CapMan has measured level 2 investments using the
using the last trading price of the reporting period end.

last trading price of the reporting period end.

Level 3 The asset that is not based on observable market data. Level 3 The asset that is not based on observable market data
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Non-current investments at fair value through profit or loss 2018 Non-current investments at fair value through profit or loss 2017
EUR 1,000 Level 1 Level 2 Level 3 Total EUR 1,000 Level 1 Level 2 Level 3 Total
Investments in funds Investments in funds
at Jan 1 19 58,245 58,264 atJan 1 41 51,353 51,394
Additions 31,868 31,868 Acquisitions 0 0
Disposals 0 0 Additions 10,543 10,543
Distributions -19 -17,417 -17,436 Disposals -35 -35
Fair value gains/losses 8,073 8,073 Distributions .22 -7,135 -7,157
Transfers -187 -187 Fair value gains/losses 3,422 3,422
at the end of period 0 80,582 80,582 at the end of period 97 97
Growth equity investments Growth equity investments
at Jan 1 28,840 28,840 at Jan 1 37,856 37,856
Disposals -26,626 -26,626 Additions 1,856 1,856
Transfers 2 2l Disposals 20,920 20,920
at the end of period 0 0 Acquisitions 0 0
Other investments Fair value gains/losses 9,959 9,959
at Jan 1 124 18 142 Transfers 89 89
Additions w2 e at the end of period 28,840 28,840
Disposals £ o Other investments
Trz.;msfers . 2,213 2,213 at Jan 1 124 55 179
Fair value gams/lésses 151 151 Additions 0 0
at the end of period 166 2382 2 548 :
— Disposals -5 -5
Investments in joint ventures Acquisitions 0 0
at Jan 1 4,917 4,917 - -
Additions 106 106 Fair value galns/lésses -32 -32
Disposals 832 832 at the end 9f 'pfsnod 124 18 142
Distributions 0 0 Investments in joint ventures
Fair value gains/losses 280 280 atJan 1 5,376 5,376
at the end of period 4,471 4,471 Additions 172 172
Disposals -63 -63
Distributions -210 -210

Investments in joint ventures reported in Level 3 include investments in Maneq Investments

Lusemboure S.a.r Fair value gains/losses -358 -358
g o-arl at the end of period 4917 4917
Kauden lopussa 4917 4917

There were no transfers from one level to another during the review period.
Fund investments in Level 2 are investments in the CapMan Public Market fund. All other
fund investments are included in Level 3.

Investments in joint ventures reported in Level 3 include investments in Maneq Investments
Luxembourg S.a.r.l. There were no transfers from one level to another during the review period.
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Used input value

Fair value sensitivity
to a +/- 10% change

Investment area 31.12.2018 Valuation methodology inputs (weighted average) in input value
Peer group
_ earnings multiples EV/EBITDA 2018 10.8x +/+ 0.9 MEUR
Growth investments 13.7 Peer group :
Discount to peer
group multiples 26% -/+ 0.3 MEUR
Peer group
earnings multiples EV/EBITDA 2018 8.5x - 2.5 MEUR / + 2.3 MEUR
Buyout 13.5 Peer group -
Discount to peer
group multiples 20% +/- 0.6 MEUR
Valuation by an
Real Estate 27.1 independent valuer
. Reports from PE fund
Investments in external PE funds 14.3 management company
Peer group
L earnings multiples EV/EBITDA 2018 7.9x - 0.4 MEUR /7 + 0.3 MEUR
Investments in joint ventures 4.5 Peer group :
Discount to peer
group multiples 20% -/+ 0.1 MEUR
Infrastructure 5.5  Price of recent investment
Peer group
; earnings multiples EV/EBITDA 2018 10.3x -/+ 0.3 MEUR
Russia 3.9 -
Discount to peer
Peer group group multiples 33% -/+ 0.1 MEUR
Discount rate; - 0.1 MEUR / value increase
Credit 2.3 market rate and 109% based on a change in the
Discounted cash flows risk premium discount rate is not booked
Reports from PE fund
Funds of funds 0.3 management company
Peer group
. earnings multiples EV/EBITDA 2018 7.8x -/+ 0.1 MEUR
Other investment areas 2.4 :
Discount to peer
Peer group group multiples 10% -/+ 0.0 MEUR
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Used input value

Fair value sensitivity
to a +/- 10% change

Investment area 31.12.2017 methodology inputs (weighted average) in input value
Peer group EV/Sales 2017 1.1x
) earnings multiples EV/EBITDA 2017 10.9x +/- 2.1 MEUR
Growth investments 28.8 Peer group
Discount to peer
group multiples 26% -/+ 0.8 MEUR
Peer group
earnings multiples EV/EBITDA 2017 9.4x +3.7 /- 3.8 MEUR
Buyout 22.0 Peer group
Discount to peer
group multiples 26% +/- 1.4 MEUR
Valuation by an
Real Estate 17.9 independent valuer
Investments in 8.8 Reports from PE fund
external PE funds ) management company
Peer group
inioi earnings multiples EV/EBITDA 2017 9.5x +/- 0.6 MEUR
Lr;\gtetatrgsents in joint 49 Peer group : g P
Discount to peer
group multiples 29% -/+ 0.3 MEUR
Peer group
) earnings multiples EV/EBITDA 2017 11.5x +/- 0.4 MEUR
Russia 4.5
Discount to peer
Peer group group multiples 30% +/- 0.1 MEUR
Discount rate; - 0.1 MEUR / value increase
Credit 1.7 market rate and based on a change in the
Discounted cash flows risk premium 10% discount rate is not booked
Funds of funds 0.5 Reports from PE fund
' management company
Peer group
Other investment o4 earnings multiples EV/EBITDA 2017 8.9x +/- 0.1 MEUR
areas ' Discount to peer
Peer group group multiples 15% -/+ 0.0 MEUR
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CapMan has made some investments also in funds that are not managed by CapMan Group
companies. The fair values of these investments in CapMan'’s balance sheet are based on the
valuations by the respective fund managers. No separate sensitivity analysis is prepared by
CapMan for these investments.

The changes in the peer group earnings multiples and the peer group discounts are typically
opposite to each other. Therefore, if the peer group multiples increase, a higher discount is
typically applied. Because of this, a change in the peer group multiples may not in full be
reflected in the fair values of the fund investments.

The valuations are based on euro. If portfolio company's reporting currency is other than
euro, P&L items used in the basis of valuation are converted applying the average foreign
exchange rate for corresponding year and the balance sheet items are converted applying the
rate at the time of reporting. Changes in the foreign exchange rates, in CapMan’s estimate,
have no significant direct impact on the fair values calculated by peer group multiples during
the reporting period.

The valuation of CapMan funds' investment is based on international valuation guidelines
that are widely used and accepted within the industry and among investors. CapMan always
aims at valuing funds’ investments at their actual value. Fair value is the best estimate of
the price that would be received by selling an asset in an orderly transaction between market
participants on the measurement date.

Determining the fair value of fund investments for funds investing in portfolio companies is
carried out using International Private Equity and Venture Capital Valuation Guidelines (IP-
EVG). In estimating fair value for an investment, CapMan applies a technique or techniques
that is/are appropriate in light of the nature, facts, and circumstances of the investment in
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the context of the total investment portfolio. In doing this, current market data and several
inputs, including the nature of the investment, local market conditions, trading values on
public exchanges for comparable securities, current and projected operating performance,
and the financial situation of the investment, are evaluated and combined with market
participant assumptions. In selecting the appropriate valuation technique for each particular
investment, consideration of those specific terms of the investment that may impact its fair
value is required.

Different methodologies may be considered. The most applied methodologies at CapMan
include the price of recent investments, which is typically applied in the case of new invest-
ments, and the earnings multiple valuation technique, whereby public peer group multiples
are used to estimate the value of a particular investment. CapMan always applies a discount
to peer group multiples, due to e.g. limited liquidity of the investments. Due to the qualitative
nature of the valuation methodologies, the fair values are to a considerable degree based on
CapMan's judgment.

The Group has a Monitoring team, which monitors the performance and the price risk of the
investment portfolio (financial assets entered at fair value through profit or loss) independent-
ly and objectively of the investment teams. The Monitoring team is responsible for reviewing
the monthly reporting and forecasts for portfolio companies. Valuation proposals made by
the case investment professionals are examined by the Monitoring team and subsequently
reviewed and decided by the Valuation Committee, which comprises the Group CFO, Head

of Monitoring team and either Risk Manager of the relevant fund or Head of the relevant
investment team. The portfolio company valuations are reviewed in the Valuation Committee
on a quarterly basis. The valuations are back tested against realised exit valuations, and the
results of such back testing are reported to the Audit Committee annually.
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Investments in real estate are valued at fair value based on appraisals made by independent
external experts, who follow International Valuation Standards (IVS). The method most appro-
priate to the use of the property is always applied, or a combination of such methods. For
the most part, the valuation methodology applied is the discounted cash flow method, which
is based on significant unobservable inputs. These inputs include the following:

Future rental cash inflows Based on the actual location, type and quality of the proper-
ties and supported by the terms of any existing lease, other
contracts or external evidence such as current market rents
for similar properties;

Discount rates Reflecting current market assessments of the uncertainty in
the amount and timing of cash flows;
Estimated vacancy rates Based on current and expected future market conditions after

expiry of any current lease;

Property operating expens-  Including necessary investments to maintain functionality of

es the property for its expected useful life;

Capitalisation rates Based on actual location size and quality of the properties
and taking into account market data at the valuation date;

Terminal value Taking into account assumptions regarding maintenance
costs , vacancy rates and market rents.

The value of investments in joint ventures consists almost entirely of investments in Maneq
Investments Luxembourg which is indirectly invested into portfolio companies in the funds
managed by CapMan. The fair values of investments are determined in the same way as in
funds investing in portfolio companies. The investment is made through several separate
instruments and their values are co-dependent. Therefore the investment has been valued as
one entity based on the fair values of the underlying portfolio companies.
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Parent Company Income Statement (FAS)

EUR Note 1 Jan-31 Dec 2018 1 Jan-31 Dec 2017
Turnover 1 44,843,794.44 10,593,566.00
Raw materials and services 2 -37,283,042.68 0.00
Other operating income 3 0.00 12,222.65
Employee benefit expenses 4 -5,049,602.55 -6,444,178.40
Depreciation 5 -45,416.20 -35,271.17
Other operating expenses 6 -3,605,168.36 -4,805,627.44
Operating loss -1,139,435.35 -679,288.36
Finance income and costs 7 -15,757,994.31 -11,389,136.86
Profit before appropriations and taxes -16,897,429.66 -12,068,425.22
Appropriations 8 14,150,000.00 14,217,000.00
Income taxes -3,873,735.23 -699,636.63
Loss for the financial year -6,621,164.89 1,448,938.15
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Parent Company Balance Sheet (FAS)

EUR

Note 1 Jan-31 Dec 2018

1 Jan-31 Dec 2017

EUR

Note 1 Jan-31 Dec 2018

1 Jan-31 Dec 2017

ASSETS

SHAREHOLDERS' EQUITY AND
LIABILITIES

Non-current assets

Shareholders' equity 15
Intangible assets 9 168,319.73 203,650.27 sh ol S TNEEIeE 71 586.98
Tangible assets 10 189,073.47 151,289.13 are capita S0 o0
Share premium account 38,968,186.24 38,968,186.24
Investments 11
; — Invested unrestricted shareholders'
Shares in subsidiaries 90,793,613.53 198,884,614.74 equity 80,766,422.88 79,626,999.28
Investments in associated com- Retained i 16,167,271.44 30,797,652.15
panies 1,108,790.60 1,108,700.60 Pe ?'Itnf i:mfl'ngs ial 6,621,164.89 1,448,938.15
Other investments 10,681,614.14 6,669,772.75 rofit for the financial year 2085, 20 SIS
Investments total 102,583,928.27 206,663,088.09
Shareholders' equity, total 130,052,302.65 151,613,362.80
Non-current assets, total 102,941,321.47 207,018,027.49
Liabilities
Current assets
Non-current liabilities 16 51,239,839.69 46,833,734.97
liabiliti 35,614,693.54 48,982,925.55
Inventories 12 37,855,455.86 Current liabilities 1
Long-term receivables 13 6,410,006.11 7,298,885.22 Liabilit | EETeEIIESeT 95.816.660.52
Short-term receivables 14 28,187,943.50 23,289,315.86 labilities, tota 183%933: 025,008
Cash and bank 41,512,108.94 9,823,794.75
Total shareholders' equity and
liabilities 216,906,835.88 247,430,023.32

Current assets, total

113,965,514.41

40,411,995.83

Total assets

216,906,835.88

247,430,023.32
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1 Jan-31 Dec 1 Jan-31 Dec 1 Jan-31 Dec 1 Jan-31 Dec
EUR 2018 2017 EUR 2018 2017
Cash flow from operations Cash flow from financing activities
Profit before extraordinary items -16,897,430 -12,068,425 Share issue 1,139,424 420,934
Finance income and costs 15,757,994 11,389,137 Proceeds from short-term debt 26,200,000 30,750,000
Adjustments to cash flow statement Repayment of short-term debt -4,800,000 -300,000
Depreciation, amortisation and impairment 45,416 35,271 Proceeds from loans from financial institutions 49,748,000 9,000,000
Depreciation of merger loss 10,917,044 Repayment of loans from financial institutions -38,542,747 -42,000,000
Change in net working capital Dividends paid -16,077,266 -13,045,081
Change in current assets, non-interest-bearing 587,706 -1,063,472 Change in group liabilities 2,074,312 -3,994,250
Change in inventories 20,908,927 Group contributions received 2,849,000 2,950,000
Change in current liabilities, non-interest-bearing -1,575,680 -882,494
Interest paid -2,376,901 -3,857,498 Cash flow from financing activities 22,590,723 -16,218,397
Interest received 47,917 356,233
Dividends received 100,000 5,008,125 Change in cash and cash equivalents 31,688,314 -22,627,212
Direct taxes paid -1,287,603 Cash and cash equivalents at beginning of year 9,823,795 32,451,007
Cash and cash equivalents at end of year 41,512,109 9,823,795
Cash flow from operations 26,227,391 -1,083,123
Cash flow from investments
Acquisition of subsidiaries, Norvestia Plc -8,267,062
Cash of a merged subsidiary 9,976,738
Investments in subsidiaries -23,875,933 -2,759,647
Capital reduction of subsidiaries 12,650,000
Investments in tangible and intangible assets -42,601 227,234
Investments in other placements 4,911,409 -4,824,234
Long-term loan receivables granted -4,631,780 -1,374,193
Repayment of long-term loan receivables 1,972,247 3,859,616
Cash flow from investments -17,129,800 -5,325,692
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Notes to the Parent Company Financial Statements (FAS)

Basis of preparation for parent company financial statements

CapMan Plc’s financial statements for 2018 have been prepared in accordance with the Finn-
ish Accounting Act. On March 1, 2018, Norvestia Oyj, subsidiary of CapMan Plc, merged into
the parent company, which has an impact on the comparability of the balance sheet.

Foreign currency translation

Transactions in foreign currencies have been recorded at the rates of exchange prevailing
at the date of the transaction. Foreign currency denominated receivables and payables are
recorded at the rates of exchange prevailing at the closing date of the review period.

Investments

Investments are valued at acquisition cost. If the probable future income from the investment
is permanently lower than the value at acquisition cost excluding depreciation, the difference
is recognised as an expense.

Intangible and tangible assets
Intangible and tangible assets are valued at cost less accumulated depreciation and amorti-
sation according to the plan, except for assets having an indefinite useful life.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined on a
first-in first-out (FIFO) basis. Listed shares, other securities, funds and bonds are measured
at the lower of cost and fair value. Unlisted shares and holdings are recognized at lower of

cost and probable realizable value.

Receivables

Receivables comprise receivables from Group companies and associated companies, trade
receivables, accrued income and other receivables. Receivables are recorded at nominal val-
ue, however no higher than at probable value. Receivables are classified as non-current assets
if the maturity exceeds 12 months.

96

Non-current liabilities
The financial risk management of CapMan Group is centralised with the parent company. The
financial risk management principles are provided in the Notes to the Group financial state-
ments under 32. Financial risk management.

Senior bonds maturing later than one year after the balance sheet date are recorded as
non-current liabilities at nominal value.

Leases
Lease payments are recognised as other expenses. The remaining commitments under each
lease are provided in the Notes section under “Commitments”.

Provisions
Provisions are recognised as expenses in case the parent company has an obligation that will
not result in comparable income or losses that are deemed apparent.

Pensions
Statutory pension expenditures are recognised as expenses at the year of accrual. Pensions
have been arranged through insurance policies of external pension institutions.

Revenue

Revenue includes the sale of services to subsidiaries and revenue from the sale of securities,
dividends and other similar income from securities classified as inventories. Revenue from
services is recognised, when the service is delivered.

Income taxes

Income taxes are recognised based on Finnish tax law. Deferred taxes are calculated on tem-
porary differences between the carrying amount and the tax base. Deferred taxes have been
measured at the statutory tax rates that have been enacted by the balance sheet date and are
expected to apply when the related deferred tax is realised.

Appropriations

Appropriations in the income statement consist of possible given and received group con-
tributions and possible depreciation in excess of plan, and in the balance sheet, possible
accumulated depreciation in excess of plan.
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1. Turnover by area 4. Personnel
EUR 2018 2017 EUR 2018 2017
Sale of services Salaries and wages 4,276,459 5,654,460
Finland 5,925,605 4,967,632 Pension expenses 939,303 993,340
Foreign 2,482,026 5,625,934 Other personnel expenses -166,160 -203,622
Sale of securities in inventories 36,436,163 0 Total 5,049,603 6,444,178
Total 44,843,794 10,593,566
Management remuneration
2. Raw materials and services Salaries and other remuneration of the CEO
EUR 2018 2017 Heikki Westerlund (1 Jan 2017-3 May 2017) — 39(2) 222;:2
Joakim Frimodig (4 May 2017- ; ,
Purchases during the period -5,444,149 0 oakim Frimodig (4 May )
Change in inventories -20,921,849 0 00 20
Depreciation of the merger loss* -10,917,044 0 Board members il 154,5
Total -37,283,043 0
Average number of employees 35 34

* Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018. Item includes the
depreciation of the merger loss allocated to the carrying amount of the received securities in inventories. Management remuneration is presented in the Group Financial Statements Table 31. Related
party disclosures.

3. Other operating income

EUR 2018 2017
Other 0 12,223
Total 0 12,223

97 NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS



CAPMAN ANNUAL GROUP CORPORATE REPORT OF THE FINANCIAL
REPORT 2018 GOVERNANCE BOARD OF DIRECTORS STATEMENTS

5. Depreciation 7. Finance income and costs

EUR 2018 2017 EUR 2018 2017
Depreciation according to plan Dividend income

Other long-term expenditure 37,891 33,019 Group companies 1,100,000 4,798,600
Machinery and equipment 7,525 2,253 Associated companies 0 209,525
Total 45,416 35,271 Total 1,100,000 5,008,125

. Other interest and finance income

6. Other operating expenses Group companies 229891 181,432
EUR 2018 2017 Others 451,486 239,400
Other personnel expenses 334,054 290,398 Total St 7 420,832
Office expenses 652,455 625,483 :

Travelling and entertainment 290,288 302,051 ~ nterestand other finance costs

External services 2203.529 3441537 Impairment of shares and interests -862,411 -12,631,095

i i * o
Other operating expenses 124 843 146,159 Depreciation of. the merger loss 13,197,954
Total 3,605,168 4,805,627 Group companies -557,620 -284,800
Others -2,921,386 -3,902,199

Audit fees Total -17,539,372 -16,818,094
Audit 93,305 63,478 Finance income and costs total -15,757,994 -11,389,137
Tax advices 0 11,256 * Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018. Item includes the
Other fees and services 20,428 85,375 depreciation of the merger loss allocated to the carrying amount of the received shares in subsidiaries.
Total 113,733 160,109
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8. Appropriations 10. Tangible assets
EUR 2018 2017 EUR 2018 2017
Group contributions received 14,150,000 14,217,000 Machinery and equipment
Acquisition cost at 1 January 935,958 902,094
9. Intangible assets Transferred in a merger* 76,976 0
EUR 2018 2017 Additions 42,601 33,864
Acquisition cost at 31 December 1,055,535 935,958
Intangible rights
— NeT o8 1 Accumulated depreciation at 1 January -904,347 -902,094
Achfotfon costat 1 January 828,188 :2:'1:: Transferred in a merger* 74,267 0
Acquisition cost at 31 December : ! Depreciation for the financial period -7,525 -2,253
— el 208 188 Accumulated depreciation at 31 December -986,139 -904,347
Accumulated depreciation at 1 January = : . ,1 Book value on 31 December 69,396 31612
Depreciation for financial year 0 0
Accumulated depreciation at 31 December -828,188 -828,188 ;
Other tangible assets
Book value on 31 December 0 0
- Acquisition cost at 1 January 119,677 119,677
Other long-term expenditure Book value on 31 December 119,677 119,677
Acquisition cost at 1 January 2,578,449 2,360,280 Tangible assets total 189,073 151,289
Transferred in a merger* 44,243 0
Additions 0 218,169 * Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018.
Acquisition cost at 31 December 2,622,692 2,578,449
Accumulated depreciation at 1 January -2,374,799 -2,341,781
Transferred in a merger* -41,682 0
Depreciation for the financial period -37,891 -33,019
Accumulated depreciation at 31 December -2,454,373 -2,374,799
Book value on 31 December 168,320 203,650
Intangible rights total 168,320 203,650

* Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018.
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11. Investments 12. Inventories
EUR 2018 2017 EUR 2018 2017
Shares in subsidiaries Shares in listed companies 18,405,864
Options 44,080
Acquisition cost at 1 January 198,884,614 208,724,967 Bonds 8,631,500
Transferred in a merger* 2,223,988 0 Funds 5,980,329
Additions 24,543,665 2,759,647 Merger loss* 4,793,683
Merger loss* 2,058,524 0
Disposals* -137,917,178 -12,600,000 Inventories, total 37,855,456
Acquisition cost at 31 December 89,793,613 198,884,614 Market value of financial assets in inventories 38,706,094
Difference 850,638
Shares in associated companies
* Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018. Merger loss is
partially allocated to the carrying amount of the received securities in inventories.
Acquisition cost at 1 January 1,108,701 1,171,604
Additions 0 0
Disposals g 62,903 13, Long-term receivables
Acquisition cost at 31 December 1,108,701 1,108,701
EUR 2018 2017
Receivables from Group companies
Shares, other Loan receivables 1,000,000 0
Acquisition cost at 1 January 6,669,773 1,813,730 Receivables from associated companies
Additions 5,000,187 5,006,568 Loan receivables 3,596,767 4,226,540
Disposals -988,346 -150,525
Acquisition cost at 31 December 10,681,614 6,669,773 Other loan receivables 2,456,651 3,072,345
Accounts receivable 356,588 0
Investments total 101,583,928 206,663,088 Long-term receivables total 7,410,006 7,298,885

* Norvestia Plc, subsidiary of CapMan Plc, merged to CapMan Plc on March 1, 2018. Merger loss is par-
tially allocated to the carrying amount of the received shares in subsidiaries.

The subsidiaries and the associated companies are presented in the Notes to the Consolidat-
ed Financial Statements, Table 31. Related party disclosures.
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14. Short-term receivables 15. Shareholders' equity
EUR 2018 2017 EUR 2018 2017
Accounts receivable 997,564 1,137,291 Share capital at 1 January 771,587 771,587
Share capital at 31 December 771,587 771,587
Receivables from Group companies
Accounts receivable 43,675 20,785 Share premium account at 1 January 38,968,186 38,968,186
Dividend receivables 1,000,000 0 Share premium account at 31 December 38,968,186 38,968,186
Loan receivables 9,557,537 6,065,000
.(I?zr:lr receivables ;g;i;ijg ;;1’2:);;&21: Lrtw?sjcgglut;rrl;estncted shareholders' equity 79,627,000 76,206,066
Share subscriptions with options 1,139,423 420,934
Rece - - Invested unrestricted shareholders' equity 80.766.423
eceivables from associated companies at 31 December I 79,627,000
Accrued income 14,040 71,544
Total 14,040 71,544 Retained earnings at 1 January 32,246,590 43,844,417
Dividend payment -16,079,319 -13,046,765
Loan receivables 52,451 7,451 Retained earnings at 31 December 16,167,271 30,797,652
Other receivables 599,489 806,558
Accrued income 1,006,622 323,143 Profit for the financial year 6,621,165 1,448,938
Short-term receivables total 28,187,944 23,289,316 Shareholders' equity, total 130,052,303 151,613,363
Calculation of distributable funds
EUR 2018 2017
Retained earnings 16,167,271 30,797,652
Profit for the financial year -6,621,165 1,448,938
Invested unrestricted shareholders' equity 80,766,423 79,627,000
Total 90,312,530 111,873,590
CapMan Plc’s share capital is divided as follows:
Number of shares 2018 2017
Series B share (1 vote/share) 147,142,163 145,625,985
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16. Non-current liabilities 18. Contingent liabilities

EUR 2018 2017 Leasing agreements

Senior bond 49,748,000 29,737,500 EUR 2018 2017

Multi-issuer bond 0 9,989,100 Operating lease commitments

Loans from financial institutions 0 5,488,500 Within one year 47,449 57,282

Other non-current liabilities 1,491,840 1,618,635 After one but not more than five years 28,562 71,515

Non-current liabilities total 51,239,840 46,833,735 Total 76,011 128,797

R Other hire purchase commitments

17. Current liabilities Within one year 871,245 461,322

EUR 2018 2017 After one but not more than five years 2,183,947 1,845,288

Accounts payable 537,820 335,046 Afterfiveyears 40,445 501,767
Total 3,095,637 2,808,377

Liabilities to Group companies

Pohjola Bank plc; Group account 4,384,866 2,310,554 . . s

) P P Securities and other contingent liabilities

Accounts payable 70,941

Other liabilities 13,582,000 30,450,000 EUR 2018 2017

Accrued interests 421,078 284,800 Contingencies for own commitment

Accrued expenses 78,846 173,204 Enterprise mortgages 30,000,000

Total 18,537,731 33,218,558 Pledged securities 2,486,892
Pledged cash and bank 5,499,129

Multi-issuer bond 9,989,100 0 Loan commitments to Maneq funds 3,797,056 3,903,056

Loans from financial institutions 0 3,000,000 Other contingent liabilities 0 32,119,965

Other liabilities 305,611 8,489,634

Accrued expenses 6,244,432 3,939,687 Remaining commitments to funds
Equity funds 168,967 724,777

Current liabilities total 35,614,694 48,982,926 Fund of funds 276,221 279,875
Total 445,188 1,004,652
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Signatures to the report of the Board of Directors and financial statements

Helsinki, 30 January 2019 The Auditor's Note
Andreas Tallberg Mammu Kaario Our report has been issued today.
Chairman

Helsinki, 30 January 2019

Catarina Fagerholm Eero Helidvaara
Ernst & Young Oy
Audit firm
Ari Tolppanen Joakim Frimodig
CEO Ulla Nykky, Authorised Public Accountant
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To the Annual General Meeting of CapMan Plc

Report on the Audit of
Financial Statements

Opinion

We have audited the financial statements
of CapMan Plc (business identity code
0922445-7) for the year ended 31 De-
cember, 2018. The financial statements
comprise the consolidated balance sheet,
statement of comprehensive income, state-
ment of changes in equity, statement of
cash flows and notes, including a summary
of significant accounting policies, as well
as the parent company’s balance sheet,
income statement, statement of cash flows
and notes.

In our opinion
the consolidated financial statements give
a true and fair view of the group’s finan-
cial position as well as its financial perfor-
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Auditor's Report

(Translation of the Finnish original)

mance and its cash flows in accordance
with International Financial Reporting
Standards (IFRS) as adopted by the EU.
the financial statements give a true and
fair view of the parent company’s financial
performance and financial position in
accordance with the laws and regulations
governing the preparation of financial
statements in Finland and comply with
statutory requirements.

Our opinion is consistent with the additional
report submitted to the Audit Committee.

Basis for Opinion
We conducted our audit in accordance
with good auditing practice in Finland. Our
responsibilities under good auditing prac-
tice are further described in the Auditor’s
Responsibilities for the Audit of Financial
Statements section of our report.

We are independent of the parent com-

ance with the ethical requirements that are

pany and of the group companies in accord-

applicable in Finland and are relevant to our
audit, and we have fulfilled our other ethical
responsibilities in accordance with these
requirements.

In our best knowledge and understand-
ing, the non-audit services that we have
provided to the parent company and group
companies are in compliance with laws and
regulations applicable in Finland regarding
these services, and we have not provided
any prohibited non-audit services referred to
in Article 5(1) of regulation (EU) 537/2014.
The non-audit services that we have provid-
ed have been disclosed in 7 to the consoli-
dated financial statements.

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

Key Audit Matters

Key audit matters are those matters that,
in our professional judgment, were of most
significance in our audit of the financial
statements of the current period. These
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matters were addressed in the context of
our audit of the financial statements as a
whole, and in forming our opinion thereon,
and we do not provide a separate opinion on
these matters.

We have fulfilled the responsibilities
described in the Auditor’s responsibilities for
the audit of the financial statements section
of our report, including in relation to these
matters. Accordingly, our audit included
the performance of procedures designed
to respond to our assessment of the risks
of material misstatement of the financial
statements. The results of our audit proce-
dures, including the procedures performed
to address the matters below, provide the
basis for our audit opinion on the accompa-
nying financial statements.

We have also addressed the risk of
management override of internal controls.
This includes consideration of whether there
was evidence of management bias that
represented a risk of material misstatement
due to fraud.

AUDITOR'S REPORT
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How our audit addressed
the Key Audit Matter

Revenue recognition and claw back liability

We refer to the accounting policies in the finan-
cial statements and the Notes 3 and 26.

CapMan’s turnover in consolidated group
accounts amounted to 36,0 million euros.

It consists of management fees, sale of
services, carried interest income as well

as dividend and interest income. In certain
circumstances, pursuant to the terms of the
fund agreement, the carried interest income
has to be returned (so called claw back). The
claw back provision recorded 31.12.2018
amounted to 7,6 million euros.

The timing of revenue recognition can be
judgmental as revenue may be recognized
either over time or at the point in time de-
pending on the circumstances and provided
services. The assessment of recognized rev-
enue and claw back includes management
assumptions and estimates.

Revenue recognition and claw back liability was
determined to be a key audit matter and a sig-
nificant risk of material misstatement referred
to in EU Regulation No 537/2014 point (c) of
Article 10(2) in respect of its timely recognition
and at a proper amount.

Our audit procedures included, among other
things, assessing that the revenue recogni-

ing standards. We also identified and tested
key controls relating to revenue recognition.

We tested the sales cutoff with analytical
procedures. We supplemented our proce-
dures with test of details on a transaction
level in order to ensure that the revenue has
been recognized in a correct accounting
period and it's based on the corresponding
agreements. We also analyzed the basis of
assumptions and estimates relating to the
defining the amount claw back liability.

In addition, we also assessed the adequacy
of disclosures relating to the fee and com-
mission income of the group.

tion principles comply to applicable account-

Valuation of non-liquid investments

We refer to the accounting policies in the
financial statements and the Notes 18 and 32.

The Group’s investment portfolio
31.12.2018 amounts to 87,6 million euros.
The investment portfolio includes mainly in-
vestments to the funds managed by CapMan
group companies. Determining the fair value
of funds and direct investments to portfolio
companies is carried out using International
Private Equity and Venture Capital valua-
tion guidelines (IPEV) and IFRS and the fair
values are based on estimated cash-flows

or peer-group multiples. Fair value meas-
urement includes subjective estimations by
management, specifically in areas where fair
value is based on a model based valuation.
Valuation techniques for private equity funds
involve setting various assumptions regard-
ing pricing factors. The use of different
valuation techniques and assumptions could
lead to different estimates of fair value.

Valuation of non-liquid investments was deter-
mined to be a key audit matter and a significant
risk of material misstatement referred to in EU
Regulation No 537/2014 point (c) of Article
1002).

Our audit procedures included identifying
and testing the controls in place over record-
ing fair values of non-liquid investment.

We performed additional procedures for
areas of higher risk and estimation, involving
our valuation specialists.

Our audit procedures included:

° Developing an understanding of the private
equity and real estate portfolios

° Reviewing the price of recent transactions
and investments

° Assessing assumptions used in the valua-
tions and corroborating that the valuation
appropriately reflects the risks of the
portfolios

* Comparing the assumptions against es-
tablished policies and determining if they
have been applied appropriately

* Reviewing and assessing the valuations
determined by CapMan or other party

° Verifying that the International Private
Equity and Venture Capital Valuation
Guidelines and valuation methodology of
IFRS have been applied correctly.

In addition, we also assessed the adequacy
of disclosures relating to the non-liquid
investments.
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Responsibilities of the Board of
Directors and the Managing Director
for the Financial Statements
The Board of Directors and the Managing
Director are responsible for the preparation
of consolidated financial statements that
give a true and fair view in accordance with
International Financial Reporting Standards
(IFRS) as adopted by the EU, and of finan-
cial statements that give a true and fair view
in accordance with the laws and regulations
governing the preparation of financial state-
ments in Finland and comply with statutory
requirements. 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 finan-
cial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the financial statements,
the Board of Directors and the Managing
Director are responsible for assessing the
parent company’s and the group’s ability
to continue as going concern, disclosing,
as applicable, matters relating to going
concern and using the going concern basis
of accounting. The financial statements are
prepared using the going concern basis of
accounting unless there is an intention to
liquidate the parent company or the group
or cease operations, or there is no realistic
alternative but to do so.
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Auditor’s Responsibilities for the
Audit of Financial Statements

Our objectives are to obtain reasonable as-
surance on whether the financial statements
as a whole are free from material misstate-
ment, whether due to fraud or error, and to
issue an auditor’s report that includes our
opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee
that an audit conducted in accordance with
good auditing practice will always detect

a material misstatement when it exists.
Misstatements can arise from fraud or error
and are considered material if, individual-

ly or in aggregate, they could reasonably

be expected to influence the economic
decisions of users taken on the basis of the
financial statements.

As part of an audit in accordance with
good auditing practice, we exercise profes-
sional judgment and maintain professional
skepticism throughout the audit. We also:

Identify and assess the risks of material
misstatement of the financial statements,
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 opinion. The risk of not de-
tecting a material misstatement resulting
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from fraud is higher than for one resulting
from error, as fraud may involve collusion,
forgery, intentional omissions, misrep-
resentations, or the override of internal
control.

Obtain an understanding of internal control
relevant to the audit in order to design au-
dit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness
of the parent company’s or the group’s
internal control.

Evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclo-
sures made by management.

Conclude on the appropriateness of the
Board of Directors’ and the Managing
Director’s use of the going concern basis
of accounting and based on the audit
evidence obtained, whether a material
uncertainty exists related to events or
conditions that may cast significant doubt
on the parent company’s or 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 disclo-
sures in the financial statements or, if such
disclosures are inadequate, to modify our
opinion. Our conclusions are based on the
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audit evidence obtained up to the date of
our auditor’s report. However, future events
or conditions may cause the parent com-
pany or the group to cease to continue as a
going concern.

Evaluate the overall presentation, structure
and content of the financial statements,
including the disclosures, and whether

the financial statements represent the
underlying transactions and events so that
the financial statements give a true and fair
view.

Obtain sufficient appropriate audit evi-
dence regarding the financial information
of the entities or business activities within
the group to express an opinion on the
consolidated financial statements. We are
responsible for the direction, supervision
and performance of the group audit. We
remain solely responsible for our audit
opinion.
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We communicate with those charged with
governance regarding, among other matters,
the planned scope and timing of the audit
and significant audit findings, including any
significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with
governance with a statement that we have
complied with relevant ethical requirements
regarding independence, and communicate
with them all relationships and other mat-
ters that may reasonably be thought to bear
on our independence, and where applicable,
related safeguards.

From the matters communicated with
those charged with governance, we de-
termine those matters that were of most
significance in the audit of the financial
statements of the current period and are
therefore the key audit matters. We describe
these matters in our auditor’s report unless
law or regulation precludes public disclo-
sure about the matter or when, in extremely
rare circumstances, we determine that a
matter should not be communicated in our
report because the adverse consequences
of doing so would reasonably be expected to
outweigh the public interest benefits of such
communication.
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Other Reporting Requirements

Information on our audit engagement

This has been our first year as CapMan Plc’s
auditors. We were appointed as auditors

by the Annual General Meeting on March
14th,2018.

Other information

The Board of Directors and the Manag-

ing Director are responsible for the other
information. The other information com-
prises the report of the Board of Directors
but does not include the financial state-
ments and our auditor’s report thereon. We
have obtained the report of the Board of
Directors prior to the date of this auditor’s
report, and the Annual Report is expected to
be made available to us after that date.

Our opinion on the financial statements
does not cover the other information.

In connection with our audit of the
financial statements, our responsibility is to
read the other information identified above
and, in doing so, consider whether the other
information is materially inconsistent with
the financial statements or our knowledge
obtained in the audit, or otherwise appears

to be materially misstated. With respect
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to report of the Board of Directors, our
responsibility also includes considering
whether the report of the Board of Directors
has been prepared in accordance with the
applicable laws and regulations.

In our opinion, the information in the
report of the Board of Directors is consist-
ent with the information in the financial
statements and the report of the Board of
Directors has been prepared in accordance
with the applicable laws and regulations.

If, based on the work we have performed
on the other information that we obtained
prior to the date of this auditor’s report, we
conclude that there is a material misstate-
ment of this other information, we are
required to report that fact. We have nothing
to report in this regard.

Helsinki 30. January 2019

Ernst & Young Oy
Authorized Public Accountant Firm

Ulla Nykky
Authorized Public Accountant
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