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ADMINISTRATION REPORT

INFORMATION REGARDING THE OPERATIONS

Proventus Capital Partners III, which is a wholly-owned subsidiary of Proventus Capital Management AB
(556930-7027), operates a corporate lending business and engages in securities trading. The

Company is an alternative investment fund as defined in the Swedish Alternative Investment Fund
Managers Act (2013:561) and is managed by the Parent Company Proventus Capital Management,

which is licensed by the Swedish Financial Supervisory Authority to manage alternative investment

funds under the Swedish Alternative Investment Fund Managers Act. The licence was granted on 18
June 2014.

The operations focus on direct loans to businesses and the acquisition of listed bonds and other
interest-bearing securities. The Group's primary currency is the Swedish krona (SEK). Any investments
made in other currencies are normally hedged to SEK. The investments are made chiefly through the
subsidiary Proventus Capital Partners ITI KB.

The operations are financed with capital contributed by the owner and through participating loans from,
primarily, institutional investors. In addition, the Company has obligations in place to contribute capital to
the subsidiary Proventus Capital Partners III KB The Group has total financing commitments amounting
to SEK 12,120 million. The financing available to the Group can be drawn by the Company through
individual capital contributions of 5 percent of the total commitments. At year-end, a sum total of SEK
7,272 million had been contributed to the Group.

Profit-sharing with holders of participating bonds in the Company will be settled in SEK. The presentation
curtency of the annual report is SEK.

During 2016 Proventus Capital Partners III has made an exit from in total five investments, four with a
substantially positive result and one, Polestar UK, at a loss after the company entered into liquidation.
The accounting value of that investment has been written off in full during the second quarter of 2016.

RESULTS AND FINANCIAL POSITION

The investment operations were initiated in summer 2014. The investment portfolio has been built up
gradually and consisted at the closing date of holdings in twenty-three (twenty-three) debt instruments
issued by sixteen (eighteen) different loan recipients. Approximately 86% (96%) of the portfolio is

invested in direct lending to companies. Four holdings were realised during the year. The value of the
portfolio is SEK 5,141.4 (5,314.6) million. The portfolio of obligations listed on an active market, including
accrued interest, and forward agreements amounted at the end of the period to SEK 952.8 (629.9)

million. The cumulative return on the portfolio since its inception is just over SEK 400.4 (717.1) million.

Net profit/loss for the period amounts to SEK -37.2 (55.4) million for the Group and SEK -0.3 (0.0) million
for the Parent Company.

Equity for the Group amounts to SEK 732.3 (672.7) million and for the Parent Company to SEK 32.5
(27.5) million.
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SIGNIFICANT EVENTS AFTER THE END OF THE FINANCIAL YEAR

During the first quarter of 2017, a further 5% of the total commitments has been contributed to the
Proventus Capital Partners IIT Group, increasing the total contributed capital in the Group to SEK 7,878
million. Investments have been made in one further private corporate loan, as well as supplementary
investments in four existing private corporate loans.

EXPECTED FUTURE DEVELOPMENT

The Company has as a goal to achieve a 10 percent annual net yield for the holders of the participating
debentures. Due to the composition of the portfolio and developments since the initiation of the fund,
as well as considering the mrerest rate situation, we believe thar the vield for Proventus Capital Partners
IIT will be a couple of percentage points lower.

OWNERSHIP STRUCTURE

Proventus Capital Partners III AB (publ), with its registered office in Stockholm, has the following
ownership structure:

Shareholder Number of shares
Proventus Capital Management AB 5 000
Total 5000

PROPOSED APPROPRIATION OF PROFITS

Group contributions in a total amount of SEK 16.3 (67.4.4) million have been transferred to the Parent
Company. The Board of Directors' assessment is that the reported equity, after Group contributions, is
adequate in view of the requirements which the nature, scope and risk of the operations place on the
size of equity in the Company. The proposed Group contribution is therefore deemed justifiable with
regard to the provisions of the Companies Act, Chapter 17, Section 3, paragraphs 2-3.

The Board of Directors proposes that the funds at its disposal be appropriated as follows:

Non-restricted funds 32 259 603
Profit/loss for the year -264 724
Total 31994 879 SEK

The Board of Directors proposes that the available profits be appropriated as follows:

to be carried forward 31994 879
31994 879 SEK

For information regarding the results of the Company's operations during the financial year and its
financial position at year-end, please refer to the following income statement and balance sheet, with
additional disclosures.

CORPORATE GOVERNANCE REPORT

In accordance with the requirements specified in the Annual Account Act, Chapter 6, Section 8,
the Company has prepared a Corporate Governance Report. The report can be obtained from
the Company and is distributed upon request.
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CONSOLIDATED
INCOME STATEMENT, kSEK
Not:

Administrative expenses 45

Operating profit/loss

Loss from discontinued operations

Interest income and similar profit/loss items 6
Interest expenses and similar profit/loss items 6
Net financial items

Profit/loss after financial items
Group contributions received
Group contributions paid

Profit/loss before tax

Tax

|

Profit/loss for the year

STATEMENT OF COMPREHENSIVE INCOME

Profit/loss for the year
Other comprehensive income
Total comprehensive income for the year

Attributable to:

Shareholders in the Parent Company
Minority interests
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1 Jan 2016 1 Jan 2015
31 Dec 2016 31 Dec 2015
-69 669 -46 331
-69 669 -46 331
-121 862 -
791 511 540 911
-678 191 -371 809
-8 542 169 102
-78 211 1227711
41 302
0 -67 356
-36 909 55 415
-265 -
-37174 55 415
-37 174 55415
-37 174 55 415
-265 -
-36 909 55 415
-37174 55 415
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CONSOLIDATED
BALANCE SHEET, kSEK

ASSETS

Non-current assets
Non-current financial assets

Total non-cutrent assets

Current assets

Current receivables
Trade receivables
Receivables from Group companies
Other current receivables
Short-term investments
Prepaid expenses and accrued income

Cash and cash equivalents

Assets available for sale

Total curtent assets
TOTAL ASSETS

Annual report 2016
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31 Dec 2016 31 Dec 2015
5141 445 4172 348
5141 445 4172 348

86 12

1134 4764

84 106 491
952 831 629 922
2388 2333
1040 545 637 522
373706 84 365

- 2736 044

1414 251 3457931
6 555 696 7 630 279
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CONSOLIDATED

BALANCE SHEET, kSEK

EQUITY AND LIABILITIES Note
Equity

Restricted equity
Share capital (5,000 shares with a quotient value of SEK 100)

Non-restricted equity
Retained earnings
Profit/loss for the year

Total equity

Non-current liabilities
Other non-current liabilities 12

Total non-current liabilities

Current liabilities
Trade payables
Liabilities to Group companies
Tax liabilities 7
Other liabilities 14
Accrued expenses and deferred income 13
Liabilities available for sale
Total current liabilities

TOTAL EQUITY AND LIABILITIES
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31 Dec 2016

500
500

769 451
37174

732277
732777

5 747 549
5747 549

369

11 954
661
58 294
4092

75 370

6 555 696

31 Dec 2015

500
500

616 756
55 415

672171

672 671

5279 107

5279 107

531

75763

4669
3769

1 593 769

1678 501

7 630 279
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STATEMENT OF CHANGES IN EQUITY, kSEK

Opening balance, 1 January 2015
Comprehensive income
Profit/loss for the year
Other comprehensive income
Total other comprehensive income

Transactions with part owners
Contributions from part owners

Dividend

Total transactions with part owners

Transactions with shareholders
New share issue
Shareholder's contributions recetved

Total transactions with shareholders

Closing balance, 31 December 2015
Comprehensive income
Profit/loss for the year
Other comprehensive income
Total other comprehensive income

Transactions with part owners
Contributions from part owners
Repayment of contributions
Dividend

Total transactions with part owners

Transactions with shareholdess
Shareholders' contributions received
Shareholders' contribution repaid

Total transactions with shareholders

Closing balance, 31 December 2016
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Share Profit/loss Minority Total
capital for the year interest equity
500 8 994 206 688 216 182
55 415 55 415

- 55 415 55 415

384 000 384 000

-926 -926

- 383074 383 074

18 000 18 000

- 18 000 18 000
500 26 994 645177 672 671
-265 -36 909 -37 174

0

- -265 -36 909 -37 174
192 000 192 000

-79 664 -79 664

-20 322 -20 322

- - 92 014 92 014

9 000 9 000

3734 -3734

- 5 266 - 5 266
500 31995 700 282 732777
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CONSOLIDATED
CASH FLOW STATEMENT, kSEK

Cash flow from operating activities
Cash flow from operations
Interest paid

Cash flow from operating activities

Investing activities

Increase/decrease in short-term investments

Increase in financial assets

Financing activities

Increase/decrease in liabilities to credit institutions

Group contributions paid
Shareholders' contributions received
Shareholders' contribution repaid
Deposit from part owners
Withdrawals from part owners
Dividends to part owners

Increase in non-current liabilities

Cash flow for the year

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at year-end

Annual report 2016
2016 2015
Note
15

898 694 248 596
-163 479 -7 458
735 215 241138
-251 972 -460 340
-1214 518 -2 629 112
-1 466 490 -3 089 452
- -699 034
-22745 -20 515
9000 18 000
-3734 -
192 000 384 000

-79 663
-20 321 -926
946 080 3 234 000
1020 617 2 915 525
289 342 67 211
84 364 17 153
373 706 84 364
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PARENT COMPANY
INCOME STATEMENT, kSEK

Administrative expenses 45

Operating profit/loss

Profit/loss from participating intetests in Group companies
Group companies
Interest income and similar profit/loss items 6
Interest expenses and similar profit/loss items 6
Net financial items

Profit/loss after financial items

Group contribution received
Group contributions paid
Profit/loss before tax

Tax 7

Profit/loss for the year

STATEMENT OF COMPREHENSIVE INCOME

Profit/loss for the year

Other comprehensive income

Other comprehensive income for the year, net after tax
Total comprehensive income for the year
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1 Jan 2016 1 Jan 2015
31 Dec 2016 31 Dec 2015
-45 163 -42 520
-45 163 -42 520
-310 666 473 678
19 341 21179

295 186 -384 981
3861 109 876

-41 302 67 356
41 302 -

- -67 356

0 0
-265 -

-265 0

-265 0

-265 0
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PARENT COMPANY
BALANCE SHEET, kSEK

ASSETS

Non-cutrent assets
Participations in Group companies
Other investments held as fixed assets

Total non-curtent assets

Current assets

Current receivables
Trade recetvables
Receivables from Group companies
Other current receivables
Prepaid expenses and accrued income

Cash and cash equivalents
Total curtent assets
TOTAL ASSETS

Annual report 2016
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31 Dec 2016 31 Dec 2015
5 829 345 4 878 000
184 419 202 701
6 013 764 5080 701
86 12
325017 638 194
1033 180
2388 2333
328 524 640 719
15071 8 850
343 595 649 569
6 357 359 5730 270
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PARENT COMPANY
BALANCE SHEET, kSEK
EQUITY AND LIABILITIES Note 31 Dec 2016 31 Dec 2015
Equity
Restricted equity
Share capital (5,000 shares with a quotient value of SEK 100) 500 500
500 500
Non-restricted equity
Retained earnings 32260 26 994
Profit/loss for the year -265 0
31995 26 994
Total equity 32495 27 494
Non-curtent liabilities
Other non-current liabilities 12 5747 549 5279 107
Total non-current liabilities 5747 549 5279 107
Cutrent liabilities
Trade payables 369 291
Liabilities to Group companies 565 101 417 090
Tax liabilittes 661 -
Other liabilities 14 7998 3247
Accrued expenses and deferred income 13 3186 3041
Total cuttent liabilities 577 315 423 669
TOTAL EQUITY AND LIABILITIES 6 357 359 5730 270
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STATEMENT OF CHANGES IN EQUITY, kSEK

Share Profit/loss Total
capital for the year equity
Opening balance, 1 January 2015 500 8994 9 494
Comprehensive income
Profit/loss for the year 0 0
Total other comprehensive income 0 0
Transactions with shareholders
New share issue 0
Shareholders' contributions received 18 000 18 000
Total transactions with shareholders 0 18 000 18 000
Closing balance, 31 December 2016 500 26 994 27 494
Comprehensive income
Profit/loss for the year -265 -265
Other comprehensive income
Total other comprehensive income -265 -265
Transactions with shareholders
New share issue 0
Shareholders' contributions received 9 000 9 000
Shateholders' conttibution repaid -3734 -3 734
Total transactions with shareholdets 0 5 266 5 266
Closing balance, 31 December 2016 500 31995 32 495
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PARENT COMPANY
CASH FLOW STATEMENT, kSEK

N
=
(@}
[N
—
N

Note
Cash flow from operating activities 15
Cash flow from operations 131 514 -26 829
Interest paid -163 479 -7 458
Interest received 60 930 33 810
Cash flow from operating activities 28 965 -477
Investing activities
Increase in patticipating interests in Group companies -951 345 -3 252 000
Increase/decrease in financial assets - 20193
-951 345 -3 231807
Financing activities
Group contribution paid -22745 -20 515
Shareholders' contributions received 9000 18 000
Shareholders' contribution repaid -3734 -
Increase in non-current habilities 946 080 3 234 000
928 601 3231485
Cash flow for the year 6 221 -799
Cash and cash equivalents at the beginning of the year 8 850 9 649
Cash and cash equivalents at year-end 15 071 8 850
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COMMENTS ON THE FINANCIAL STATEMENTS AND ACCOUNTING PRINCIPLES

Note 1 Accounting principles

The annual report for the Parent Company has been prepared in accordance with the Swedish Annual Accounts Act (1995:1554), the Swedish
Ffinancial Reporting Board's recommendation RFR 2 (2008:25) and Swedish Alternative Investment Fund Managers Act (2013:561)

"T'he consolidated financial statements for the Proventus Capital Partners [11 AB Group have been prepared in accordance with International Financial
Reporting Standards (IIRS), as adopted by the EU, and the supplementary financial reporting rules for Groups contained in recommendation RER 1
issucd by the Swedish Financial Reporting Board.

“The Company applics the alternative rule under RER 2 for the reporting of Group contributions, which means that Group contributions are recognised
as appropriations in the income statement.

Consolidated financial statements

Subsidiaries

Subsidiarics are all companies in which the Group has the night to formulate financial and operational strategies in a manner that s normally consistent
with a shareholding of more than half of the votes. Subsidiaries are included in the consolidated financial statements from the date on which control is
transferred to the Group. They are excluded from consolidated financial statements from the date on which control is relinquished.

The purchase method is applied in accounting for the Group’s acquisitions of subsidiaries. The cost of an acquisition is the fair value of all assets
transferred as compensation, issued equity instruments and liabilities incurred or assumed at the transfer date, plus costs directly attributable to the
acquisition. ldentifiable assets acquired and liabilities and contingent liabilities assumed upon acquisition of an operation are initially recognised at fair
value at the acquisition date, regardless of the size of any minority interest. The surplus consisting of the difference between cost and fair value of the
Group’s share of the identifiable acquired net assets is recognised as goodwall. If the historical cost is less than the fair value of the acquired subsidiary’s
net assets, the difference is recognised directly in the the income statement.

Intercompany transactions and balances and unrealised gains on transactions between Group companics are climinated. Unrealised losses are also
climinated, unless the transaction constitutes evidence of an impairment requirement for the transferred asser. Where applicable, the accounting
principles for subsidiaries have been amended to ensure a consistent application of the Group’s principles.

Receivables and liabilities in foreign currency

Receivables and liabilitics in foreign currency have been valued at the closing rates. Currency futures used to hedge

short-term investments are stated at fair value with changes in value recognised in the income statement as interest income and similar
profit/loss items. The following exchange rates have been applied in the translation of assets and liabilities:

LZUR 9.5669 (9.135); USD 9.0971 (8.3524); NOK 100 = SEK 105.4 (95.5645); GBP 11.1787 (12.3785)

Classification of non-current and current assets in the balance sheet
Non-current assets include loan receivables which are intended to be held to maturity. Current assets include
short-term investments and bank balances.

Non-current assets / subsidiaries available for sale and discontinued operations

Polestar is classified as an asset held for sale as its cacrying amount will almost entirely be recovered through a sales transaction and a sale is considered
highly likely. These are recognised at the lower of carrying amount and fair value less selling costs. A gain or loss is recognised on the date on which
Polestar is derecognised from the statement of financial position. Non-current assets are not depreciated so long as they are categorised as held for sale.
Interest and other expenses attributable to liabilities in a divestment group held for sale are reported on an on-going basis. Non-current assets held for
sale and assets in a subsidiary held for sale are recognised separately from other asscts in the balance sheet, while liabilities in a subsidiary held for sale are
also presented separately from other liabilities in the balance sheet. Discontinued operations refer to the part of a company which has been divested or is
classified as held for sale and is a subsidiary acquired solely for the purposc of being sold. Profit/loss from discontinued operations is recognised
separately in the income statement. The takeover of Polestar takes place on 31 December, for which reason there are no results presented under the
heading "Discontinued operations”. As Polestar is intended for sale to be sold, the simplificd consolidation method as described in the illustrative
example in IFRS 5 has been applied, implying that no disclosures other than those already presented in the balance sheet are necessary. In conjunction
with the takeover of Polestar, acquired for GBP 1 million, liabilities of approximately SEK 1,593 million will also be assumed. Approximately MGBP

93 refers to a receivable from Polestar and this amount has been eliminated in preparing the consolidated financial statements.
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Valuation rules
Financial asscts in foreign currency are recognised at cost adjusted to the closing exchange rate, as described above.

Financial instruments: recognition and measurement
Financial assets are classified as loans receivable and short-term investments.

"The classification depends on the purpose for which the financial asset was acquired. The classification of financial
assets is determined by management upon initial recognition.

Loans receivable are financial assets which are not derivatives, have determinable payments and are not listed on an active marker. They are included in
non-current assets, with the exception of items maturing within 12 months of the balance sheet date, which are classified as current assets.

Short-term investments are financial instruments and derivatives which are traded on a regulated market. Derivatives with a negative value are
classified as other current liabilities.

Short-term investments and derivatives with a negative value are recognised at fair value. Changes in value are recognised in the income statement
as interest income and similar profit/loss items.

Participating loans are recognised at fair value. A positive return on participating loans is accounted for as an interest expense for the Company and is
included in the market value, A negative return on participating loans is accounted for as interest income for the Company and is included in the market
value.

Other receivables and liabilities are stated in the balance sheet at their nominal value or at the value that is expected to be received.

New standards and amendments to and interpretations of existing standards not yet effective that have not been applied early by
Proventus Capital Partners 111 AB

IFRS 9 "Financial Instruments” deals with the classification, measurement and impairment of financial asscts and liabilities as well as hedge accounting.
“The full version of IFRS 9 was issued in July 2014. It replaces those parts of IAS 39 which deal with the classification and measurement of financial
instruments. IFRS 9 retains a mixed approach to measurement but simplifies the approach in some respects. It provides for three measurement categories
for financial assets: amortised cost, fair value through other comprehensive income and fair value through profit or loss. How an instrument should be
classified depends on the company’s business model and the characteristics of the instrument. There will be three business models for debt instruments
classified as financial assets, which deteemine the measurement category to be applied. A financial asset may only be recognised at amortised cost if, in
addition to such recogmtion being consistent with the business model, the contractual terms of the asset at any given time give rise to cash flows that are
solely payments of puncipal and interest (SPPI). Even if the financial asset mects the definition of business model and the cash flows are solely payments
of principal and interest the company can, as under [AS 39, choose to recognise the asset at fair value through profit or loss. Debt instruments classified
as financial assets which meet the definition of SPPI but whose business model does not result in recognition at amortised cost are recognised at fair
value through other comprehensive income or profit or loss depending on the business model. Investments in equity instruments should be recognised at
farr value through profit or loss but there is an option to recognise the instrument at fair value through other comprehensive income at initial recognition.
In this case no reclassification to profit or loss is made when the instrument is sold. Stand-alone derivatives are recognised at fair value through profit or
loss.

IFRS 9 also introduces a new model for calculating provisions for credit losses that 1s based on expected credit losses. Under the new model, credit losses
should be recognised based on expected loss events and not incurred loss events. Financial assets that are subject to impairment are divided into three
categonies based on the risk of default. ‘The first category includes assets whose credit risk has not increased significantly at the reporting date, in the
second a significant increase in the credit risk has occurred and in the third there is objective evidence of impairment. For asscts in the first category an
impairment loss should be recognised based on expected losses over the next twelve months, and in categories two and three expected losses over the
full life of the assct should be recognised. This means that impairment losses for expected losses should be recognised at nitial recognition.

For financial assets, the classification and measurement method have not changed, except in the case where a liability is recognised at fair value through
profit or loss using the fair value option. Changes in the fair value attributable to changes in own credit risk should then be recognised in other

comprehensive income.

Proventus Capital Partners 111 AB had not assessed the impact of 1FRS 9 at the time of publishiny this annual report but intends to make an assessment
in 2017.
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The following table illustrates how financial assets and liabilities have been classified in accordance with IFRS 7

2016 kSEK

Assets

Loans

‘Trade receivables

Receivables from Group companics
Other receivables

Derivatives

Bonds

Prepaid expenses

Cash and cash equivalents

Total

Liabilities

Participating loans

Trade payables

Tax habilines

Liabiliies 1o Group companes
Other current liabilities
Derivatives

Accrued expenses

Tortal

2015 kSEK

Assets

Loans

Receivables from Group companies
Tax asscts

Other receivables

Denvatives

Bonds

Cash and cash cquivalents

Total

Liabilities

Liabilitics to credit institutions
Participating loans

Trade payables

Tax liabilities

Liabilities to Group compamies
Other current liabilities
Derivatives

Accrued expenses

Total

Annual report 2016

Total Assets/ Derivatives Loans Other
liabilities used receivable financial
at for and other liabilites
fair value hedging receivables
through purposes
profit or
loss
5 141 445 5141 445
86 86
1134 1134
84 106 84 106
96 557 96 557
843 362 843 362
2387 2387
373 706 373 706
6 542783 843 362 96 557 5 602 864 -
5747 549 5 747 549
369 369
661 661
11 954 11954
8240 8 240
50 054 50 054
4092 4092
5822919 5747 549 50 054 25316
Total Assets/ Derivatives Loans Other
liabilities used receivables financial
ar for and other liabilites
fair value hedging receivables
through purposes
profit or
loss
4172348 4172348
12 12
4764 4764
491 491
146 753 146 753
483 169 483 169
2333 2333
84 365 84 365
4 894 235 483 169 146 753 4264 313
0
5279 107 5279 107
531 531
V]
75763 75763
3247 3247
1 422 1422
3769 3769
5 363 839 5279 107 1422 - 79 541
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Assets at fair value
“I'he tables below contain information on how fair value has been determined for financial instruments measured at
fair value in the balance sheet. The breakdown of how fair value is determined is based on three levels:

Level 1: in accordance with prices quoted on an active market for the same instrument
Level 2: based on disecty or indirectly observable market data not included in Level 1
Level 3: based on non-observable inputs in the market

The following table shows the Company’s asset and liabilities measured at fair value
at 31 December 2016 in kSEK

Level 1 Level 2 Level 3 Total
Assets
Financial assets at fair value through
profit or loss
- Sccurities held for trading purposes 843 362 843 362
- Derivatives used for hedging
purposcs 96 557 96 557
Total assets - 939 919 - 939919
Liabilities
Financial habilitics at fair value through
profit or loss
- Participating loans 5747 549 5747 549
- Derivatives used for hedging
purposes 50 054 50 054
"Total liabilities - 50 054 5747 549 5797 603
The following table shows the Company’s asset and liabilities measured at fair value
at 31 December 2015 in KSEK
Level 1 Level 2 Level 3 Total
Assets
Financial assets at fair value through
profit or loss
- Securities held for trading purposes 483 169 483 169
- Deavatives used for hedging
purposes 146 753 146 753
Total assets - 629 922 629 922
Liabilities
Financial liabilities at fair value through
profit or loss
- Participating loans 5279107 5279 107
- Dedvanves used for hedging
purposes 1422 1422
Total liabilities - 1422 5279 107 5 280 529

"T'he following is a deseription of the principal methods and assumptions used in determining the fair values
of the financial assets and liabilities presented in the tables above.
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Short-term investments and other financial investments
Bonds are recognised at quoted bid prices. If a current price 1s not available, the latest quoted price is used
coupled with an individual assessment of the price. In these cases the price is determined on the basis of:
- [istorical prices of the quoted instrument.
Prices quoted to the Company by an independent appraiser on or in close proximity to the reporting date.
- Prices of other instruments with comparable maturities issued by the same issuer.
- "The price of the issuer’s CDS contracts if this information is available.
All deviations from quoted prices ur individually assessed prices are documented by the investment
organisation.

Derirative instruments
For currency contracts, fair value is determined based on quoted exchange rates for each currency.

"The fair value of interest rate swaps is based on discounted estimated future cash flows in accordance with the
terms and maturity dates of the contract and using the market rate for similar instruments at the balance sheet date.

Participating loans

Profit-sharing is scttled in SEEK, which means that all reporting to investors in participating bonds is denominated in SEK. All investors receive a
minimum return of Stibor +2 percent, at no less than 5 percent per year, before any profit-sharing between the Company and the investors takes place.
No portion of the return on the participating bonds is guaranteed by the Company and the holders bear the same nisk as the Company’s owners. Any net
yain exceeding the hurdle rate is split 80/20 between the investors and Proventus Capital Partners 111 AB.

Realised gains on holdings in the portfolio, less expenses for the period, are distributed on a quarterly basis.

Note 2 Financial risks
The Group is exposed to interest rate risk, credit risk, currency risk and liquidity risk

Interest rate risks and credit dsks

"The Group minimises the interest rate risk in its loans receivable by ensuring that loans, in the great majority of cases, incur variable interest plus a
margin. As a result, the interest margin remains unchanged over time. For longer fixed-rate teems, the interest rate can be swapped to 90 days to reduce
the interest rate risk. Each borrower’s creditworthiness and the associated required return are assessed at the tme of issuing the loan. The Group applies
an internal dsk and pricing model which takes account of factors such as the Company’s industry, macket conditions, the Company’s profitability and
debt level. Based on the model, the lowest interest rate and terms for each commitment are determined. All commitments are monitored continuously
and any need for provisions is assessed on a quarterly basis.

"T'he subsidiary’s bond portfolio is exposed to interest rate risk, credit risk and in some cases also currency risk. As the focus of investments is on
high-yield bonds, the price of the bonds is influcnced by interest rate risk but primarily by credit risk. The risk is assessed with the help of the same
model that is used for the loan portfolio.

"I'o limit the risk, the subsidiary has internally limited the size of cach commitment in the loan and bond portfolios based on the
total available funds.

Currency risks

In cases where investments are made in other currencies than SEK, the underlying investment is hedged to SEK using futures to mummuse the currency
risk. The concluded futures contracts normally have maturities of three months, after which new contracts are concluded to hedge the investment. Over
time, this means that realised gains and losses will asise on the hedging instrument while the value changes on the undeclying investment will remain
unrealised. However, the currency effect in profit/loss implied by the change in value in the underlying investment and the hedging instrument will
cancel each other out.

The Group’s liquidity risk consists partly of the possibility of realising holdings in the loan and bond portfolios but also in the ability to repay borrowed
funds. Both risks reflect each other. The overall hqudity risk for the Parent Company is deemed to be low. The operations are funded partly through
participating loans and party through equity. Participating loans are paid down as the subsidiary’s receivables fall due and liquidity flows in or as returns
are realised through payments to the Parent Company. The participating loans are linked to the Group’s return and under the applicable terms may never
be repaid unless funds are available.
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The subsidiary’s investments in direct loans and high-yield bonds may, in certain cases, result in difficulties in realising the holdings. As the holders of
the paticipating loans are, in any case, not permitted to call the loans, with the exception of realised gains/payments falling duc, the overall iquidity dsk
1s low. The Company has the right to raise short-term funding to increase flexibility and improve its ability to exploit investment opportunities pending
the issuc of additional participating loans as part of the total loan funding commitments from the lenders.

“The table below shows the Group’s financial receivables and liabilities by remaining matunty at the balance sheet date or, in the case of loan receivables
which are expected to be repaid before maturity, by the time remaining from the balance sheer date until the estimated repayment date. The indicated
amount is the undiscounted contractual amount. Currency futures have been recognised on a net basis. The settlement procedure for these varies. In
some cases the gross amount is exchanged and in other cases the contract is settled on a net basis. However, all furures contracts are concluded with
established counterpartics, and the risk that only one of the flows in the contract will be exchanged and thus constitute a risk for company is viewed as
purely theoretical.

Undiscounted cash flows Total <1 year 1-2 years 3-5 years >5 years
2016

Assets

Loans receivable 5994 144 2569 711 1680 743 1 743 690

Receivables from Group companies 1134 1134

Other current receivables 84 106 84106

Bonds 1 042 680 112 631 800 793 129 256

Denvatives 96 557 96 557

Cash and cash equivalents 373 706 373706

Total 7592 327 3237845 2481 536 1 872 946 -
Liabilities

Liabilities to Group companics 11954 11954

Other liabilities 8 240 8240

Derivatives 50 054 50054

Participating loans 6 565 648 2717 185 2192 260 1 656 203

Total 6 635 896 2787433 2192 260 I 656 203

Undiscounted cash flows Total <1 year 1-2 years 3-5 years >5 years
2015

Assets

Loans receivable 6 881 503 861 891 2501 027 2241 595 1276 990
Receivables from Group companics 4764 4764

Other current receivables 491 491

Bonds 621 697 63 878 312453 245 366

Derivatives 146 753 146 753

Cash and cash equivalents 84 365 84 365

Total 7739 573 1162142 2 813 480 2486 961 1276 990
Liabilities

Liabilities to Group companies 75 763 75763

Other liabilities 3247 3247

Denvatives 1422 1422

Participating loans 6610 647 800 793 2 484 295 2192 108 1133 451
Total 6691079 881225 2484 295 2192 108 1133 451

Note 3 Significant accounting estimates and assessments

individually for each loan contract. An in-depth analysis of each commitment is made on a quarterly basis to assess whether the Company will be able to
meet the agreed terms.
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Note 4 Administrative expenses

PwC:
Audit engagement
Audit services in addition to audit engagement
“Tax advisory services
Other services

PwC:
Audit engagement
Audit services m addition to audit engagement
T'ax advisory services

Other services

Intercompany purchases and sales:

Annual report 2016

Group
2016 2015
562 557
231
793 557

Parent company

2016 2015
81 238
81 238

Administrative expenses include expenses for adminsstered services and office expenses in the amount of SEK 20.9 (18.6) mallion billed by Proventus
Capital Management AB in 2016. Group contributions from Proventus Capital Pastners 111 AB to the Parent Company amount to SEK 16.3 (67.4)
million, and Group contributions received from the Parent Company amount to SEK 57.6 (-) mdlion.

Note 5 Employees and personnel costs

Parent Company

Compansation (AIF funds)
Compensaton pad to all emplovees
Fixed compensation

Number of individuals

Paid compansation to senior management and employees having

a significant impact on the risk profiles of alternative investment funds:

Fixed compensanon

Number of individuals

2010 2015
15 904 15 968
10 10

7 954 7 403
4 5

“The subsidiary Proventus Capital Partners 111 KB had no employees during the financial year. All pensions in the Group company/Parent Company are

defined contribution pension plans.

Note 6 Interest income, interest expenses and similar profit/loss items

Interest income and similar profit/loss items
[nterest income and changes in value of loans and bonds
Other interest income
Foreign exchange gains/losses

Other financial income

Toral

Interest expenses and similar profit/loss items
Change 1n value of participatng bonds
Interest expenses
Foreign exchange gains/losses
Other financial expenses

Total

Interest income and similar profit/loss items
Interest income and changes in value of loans and bonds
Foreign exchange gains/losses
Other financial income

Foral

Interest expenses and similar profit/loss items
Change in value of participating bonds
Interest expenses
Forcign exchange gains/losses

Total

Group
2016 2015
712371 445 544
17 19
5527 3065
73 596 92 283
791 511 540 911
-666 200 -363 754
-5 531 2174
-4736 -4 881
-1724 -1.000
-678 191 -371 809

Parent company

216 2015

18 549 21001
423 178
369 -

19 341 21179
314160 -363 754
-18 550 21 001
-424 -226
295 186 -384 981
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Note 7 Tax

Income betore taxes

I'ax caleulated according to the appheable tas rate (22¢4)
fax effeet of non-deductble expenses

lax referring to previous years” reported results

I'ax relerning to the minonty interests n limited partnerships

Reported tax expenses

Note 8 Financial assets

Other investments held as fixed assets
Acerued interest

Total

Other investments held as fixed assets
Accrued interest
Total

Annual report 2016

Other investments held as fixed assets refer to direct loans to businesses. At the end of the financial year, the portfolio comprised

23 commitments. The portfolio will be expanded with additional loans over the coming year. The loan maturitics

will vary and are esumated at three to five years or more.

Note 9 Participations in Group companies

Proventus Capital Partners 11T KB

Openng cost
Capital contnbution
Repaid capital contnbugon
Closing accumulated cost

Note 10 Short-term investments

Group

Derivatives

Bonds

Accrued interest
Kortfristiga deposits

Holdings valued at market value.

21 (24)

Group Parent Company
2016 2015 2016 2015
-36 909 55 415 0 0
0 12191 0 0
-241 - -241
-24 - -24
- 12 191 - -
-265 - -265
Group
31 Dec 2016 31 Dec 201
5119223 4075 035
22222 97 313
5141 445 4172 348
Parent Company
31 Dec 2016 31 Dec 2015
183 933 202 182
486 519
184 419 202 701
Parent Company
31 Dec 2016 31 Dec 2015
Carrying Carrying
Registered office Corporate Identity Nu amount amount
Stockholm 969736-8125 5829 345 4 878 000
31 Dec 2016 31 Dec 2015
4 878 000 1626 000
1626 000 3 252 000
-674 655 -
5 829 345 4 878 000
31 Dec 2016 31 Dec 2015
IFair Fair
Cost value Cost value
- 96 557 - 146 753
757 236 843 362 505 264 476719
- 12912 - 6 450
757 236 952 831 505 264 629 922
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Portfolio composition

31 Dec 2016 Nominal Average Fair Exchange Fair
value, local price value, local rate value, SEK
currency currency

Bonds (USD) 36 651 90,9"0 33330 9,0971 303210
Bonds (EUR) 28 700 90,0%0 25 830 9,5669 247 113
Bonds (NOK) 337 000 82,5 278 025 105,4000 293 038
843 362

31 Dec 2015 Nominal Average Fair Exchange Tfair
value, local price value, local rate value, SEK

currency currency
Bonds (USD) 40 102 77,0% 30 879 8,3524 257 910
Bonds (EUR) 11 500 90,5%0 10 408 9,1350 95073
Bonds (NOK) 156 000 83,0% 129 480 95,5645 123 737
476719
Note 11 Prepaid expenses and accrued income
Group

31 Dec 2016 31 Dec 2015

Prepaid personnel expenses 142 93
Prepaid fee for raising of capital 2246 2240
Total 2 388 2335

Parent Company

31 Dec 2016 31 Dec 2015
Prepaid personnel expenses 142 93
Prepaid fee for raising of capital 2246 2240
Total 2 388 2333

Note 12 Other non-current liabilities
Participating bonds

The holders of partcipating bonds have undertaken to provide funding of up to SEEK 10,780 million. The owners’
contributions under the same agreement are SEK 1,340 million. The capital can be accessed on ten days’ notice in
portions of five percent of the total commitment.

The lenders are exposed to the same risk as the sharcholders in the Company and the return is dependent on the outcome of the
Company’s portfolio management activitics. The loans have no guaranteed return or guaranteed right to repayment. The return 1s
contingent on the realisation of profits and is settled quarterly if the conditions for payment under the terms of the loans have been
met, refer also to the information under “Accounting principles”.

Return on 1cipaty onds
31 Dec 2016 31 Dec 2015
Nominal Market Nominal
SEK Maturity value value value
Participating bonds 2014-2024 5797079 5747 549 4 851 000
Unrealised gain -49 530
Reabised gain 198 603
‘Total gain, participating loans 149 073

"The participating loans arc listed on the NGM Nordic Growth Marker.
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Note 13 Accrued expenses and deferred income

Annual report 2016

Accrued personnel costs
Audit fee

Other accrued expenses
Total

Accrued personnel costs
Audit fee

Other accrued expenses
Total

Note 14 Other liabilities

Other current liabilities
Currency futures
Toul

Other current habilites
Currency futures

Total

Group
31 Dec 2016 31 Dec 2015
2942 2777
350 197
800 795
4092 3769
Parent Company
31 Dec 2016 31 Dec 2015
2942 2777
94 94
150 170
3186 3041
Group
31 Dec 2016 31 Dec 2015
8240 3247
50 054 1422
58 294 4 669
Parent Company
31 Dec 2016 31 Dec 2015
7998 3247
7998 3247

Currency futures are intended for hedging of the loan and bond portfolios. The futures are measured at fair value.

Note 15 Cash flow from operating activities

Profit before tax

Adynstments for non-cash items, ele.

Unrealised gain/loss on currency futures

Unrealised changes in value on short-term investments
Unreahsed foreign exchange gains

Group contribution paid

Group contributions received

Accrued interest expenses

Accrued interest income

Increase in current receivables

Decrease/increase in receivables from Group companies
Increase in liabilities to Group companies

Increase in current liabilides

Cash flow from operating activities

Note 16 Pledged assets

Leased assets
Pledged assets

Pledged cash collateral for currency contracts

Kito 1351,28
Krto 2850,28

Kto 296129

Kto 1760
Group Parent Company
2016 01 2016 2015 Kro 1660,16
-36 909 55 415 0 0
98 828 -222920 - -
-114 670 28 596 - -
1312 606 38 355 0 O
16 313 67 356 16 313 67 356
-57 615 - -57 615 -
-314 193 364 273 2314193 364 273
68 662 -78 989 34 -519
-84 058 -819 -985 -819
3629 -496 097 312871 -476 197
238 504 766 169716 31088
5863 -11 340 5373 -12 011
898 694 248 596 131514 -26 829
Group
31 Dec 2016 31 Dec 2015
- 337574
- 396 112
16 000 -
16 000 733 686
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Note 17 Contingent liabilities

Group
31 Dec 2016 31 Dec 201
Rental commitments - 133 688
Funding commitments made to existing borrowers. 673 500 538 500
Contingent liabilities incurred by unlimited partners in Proventus Capital Partners 111 KB 51202 2 390
724 702 674 578

Parent Company

31 Dec 2016 31 Dec 2015
Contingent liabilities incurred by unlimited partners in Proventus Capital Partners 11T KB 51202 2390
51202 2 390

Note 18 Related party transactions

Proventus Capital Partners 11F AB (publ) is owned by Proventus Capital Management AB (Corporate Identity Number

556930-7027), which is the Parent Company of the Group.

The Parent Company provides services to Proventus Capital through a management fee based on total capital.

“T'he fee is billed on a quarterly basis, including VAT The fee, which is included in administrative expenses, was SEK 20.9 (18.6) million
in 2016. Group contributions from Proventus Capital Partners [11 AB to the Parent Company amount to SEK 16.3 (67.4) million, and

Group contributions received from the Parent Company amount to SEK - (57.6) million.

Note 19 Proposed Apropriation of profits

The Board of Directors proposces that the funds at its disposal be appropriated as follows:

Non-restricted funds 32259 603
Profit/loss for the year -264 724
Total 31994879 SEK

The Board of Directors proposes that the available profits be appropriated as follows:

to be carried forward 31 994 879
31994 879 SEK

Stockholm, 29th March 2017

Anders Thelin Daniel Sachs
Chairman of the Board Chief Exccutive Officer
Gabriella Sahlman Asa Hansdotter Lars Aberg

Our audit report was submitted on 29th March 2017.
Ohrlings PricewaterhouseCoopers AB

Peter Clemedtson
Authorised public accountant and auditor-in-charge
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Auditor’s report (Translation)

To the general meeting of shareholders of Proventus Capital Partners ITI AB (publ), corporate identity
number 556926-8021

Report on the annual accounts and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts of Proventus Capital Partners III AB (publ) for
the year 2016.

In our opinion, the annual accounts have been prepared in accordance with the Annual Accounts Act and present
fairly, in all material respects, the financial position of parent company as of 31 December 2016 and its financial
performance and cash flow for the year then ended in accordance with the Annual Accounts Act. The consolidated
accounts have been prepared in accordance with the Annual Accounts Act and present fairly, in all material
respects, the financial position of the group as of 31 December 2016 and their financial performance and cash flow
for the year then ended in accordance with International Financial Reporting Standards (IFRS), as adopted by the
EU, and the Annual Accounts Act. The statutory administration report is consistent with the other parts of the
annual accounts and consolidated accounts.

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

Basis for Opinions

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

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

Our audit approach

Audit scope

We designed our audit by determining materiality and assessing the risks of material misstatement in the
consolidated financial statements of Proventus Capital Partnes III AB. In particular, we considered where
management made subjective judgements; for example, in respect of significant accounting estimates that
involved making assumptions and considering future events that are inherently uncertain. Such an area includes,
for example, the estimations and judgements undertaken to assess any possible impairment requirement
regarding the company’s loan receivables. As in all of our audits, we also addressed the risk of management
override of internal controls, including among other matters consideration of whether there was evidence of bias
that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
consolidated financial statements as a whole, taking into account the structure of the Group, the accounting
processes and controls, and the industry in which the group operates.

Key audit matters

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

Key audit matter The manner in which our audit addressed the
Key audit matter

Valuation of non-current financial assets In the audit, we have both focused on the internal

(loan receivables) control regarding the valution of loan receivables and on

_ We refer to the Administration Report and description __the company’s executed impairment testing as at _
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of Proventus Capital Partners III AB’s ("PCP”)
Accounting principles, Note 1, Significant accounting
estimates and assessments, Note 3 and Non-current
assets, Note 7.

PCP’s loan receivables amounted to MSEK 5,141 as at 31
December 2016, which is equivalent to 78% of the
Group’s balance sheet total. Consequently, these loan
receivables comprise a significant portion of PCP’s
balance sheet and are classified as non-current financial
assets. The loan receivables are reported according to
amortised cost method.

The valuation involves both quantitative and qualitative
components. The assessment of loan impairment
involves a number of areas which are subjective and are
based on the management’s judgements. PCP reviews its
loan receivables on a quarterly basis and, then, amongst
other things, reviews the manner in which the specific
borrower is capable of fulfilling the loan contract terms,
its future payment capacity and the existing collaterals.
The assessment of a requirement for a loan impairment
is made individually for each loan contract and
impairment is to be undertaken when the decrease in

31 December 2016.

The audit team has obtained and evaluated PCP’s own
assessments and compilations regarding possible loan
impairment requirements for the period. This was done
to ensure that the assessment complies with PCP’s
guidelines for valuation and impairment testing.

Furthermore, we have had meetings with PCP’s
personnel responsible for the valuation of loan
receivables during which important assumptions and
judgements have been discussed. Our work has had, as
its general starting point, the loan portfolio in its
entirety and we have, thereafter, focused, on a random
sample basis, on specific loan receivables. Furthermore,
we have, through random sampling, checked to
determine if the borrowers pay interest and undertake
amortisation in accordance with the established terms
of the loan contracts.

By definition, the assessment of impairment
requirements regarding loan receivables is associated
with an inherent degree of uncertainty. As a result of our
audit, we have not reported any significant observations
to the Audit Committee.

value can be assumed to be permanent.

The significance of the estimations and judgements
involved in determining the need for loan impairments is
critical and can, if the estimations and judgements are
incorrect, result in significant misstatements in the
financial reporting. This implies that the valuation of
loan receivables is a Key audit matter in the audit.

Responsibilities of the Board of Directors and the Managing Director

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

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

Auditor’s responsibility

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

A further description of our responsibility for the audit of the annual accounts and consolidated accounts is
available on Revisorsndamnden’s website: www.revisorsinspektionen.se/rn/showdocument/documents/
rev_dok/revisors_ansvar.pdf. This description is part of the auditor’s report.
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Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consolidated accounts, we have also audited the
administration of the Board of Directors and the Managing Director of Proventus Capital Partners III AB’s (publ)
for the year 2016 and the proposed appropriations of the company’s profit or loss.

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

Basis for Opinions

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

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

Responsibilities of the Board of Directors and the Managing Director

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

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

Auditor’s responsibility

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

* hasundertaken any action or been guilty of any omission which can give rise to liability to the company, or

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

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

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

A further description of our responsibility for the audit of the administration is available on Revisorsnimnden’s
website: www.revisorsinspektionen.se/rn/showdocument/documents/rev_dok/revisors_ansvar.pdf. This
description is part of the auditor s report.

Stockholm the 29 March 2017
Ohrlings PricewaterhouseCoopers AB

Peter Clemedtson
Auktoriserad revisor
Huvudansvarig



