TELEZ



FINANCIAL CALENDAR 2020

MAY 11

Annual general meeting 2020

Stockholm

FEB 3 APR 2]

Full year report Interim report
January — December 2019 January — March 2020

JUL 15 OCT 20

Interim report Interim report
January — June 2020 January — September 2020




Contents

CEO word 4
Board of directors 6
Leadership team 8
Shareholder information 9
Administrative report 10
Financial overview 10
Three-year summary 11
Tele2 at a glance 12
Proforma Group summary 13
Overview by segment 14
Enterprise risk management 23
Employees 25 "X
Sustainability 28 ‘t t
Governance report 0 5 !_’ ¢
Financial statements — Contents 36 b i ’
Financial statements — Group 37 5 4 qF
Consolidated income statement 37 ' > g ! :
Consolidated comprehensive income 38 | ! ‘-2
Consolidated balance sheet 39 ”‘ ’l}
Consolidated cash flow statement 41 R
Consolidated statements of changes 2
in equity 42 f
Notes 43
Financial statements — Parent company 80
Parent company’s income statement 80
Parent company’s comprehensive income 80
Parent company’s balance sheet 80
Parent company’s cash flow statement 81
Parent company’s statements of
changes in equity 81
Notes 82
Auditor’s report 86
Definitions 89
Non-IFRS measures 89

Financial metrics 92




CEO WORD

CEO word

With the groundwork done
in 2019 we look forward to
executing on the next phase
of business transformation,
turning Tele2? into the
smartest telco in the world.

2019 has been a transformative year as we finished the integration of Com
Hem and set Tele2 up for its journey to become the smartest telco in the
world. We completed the transactions in Kazakhstan and the Netherlands,
changing the profile of the Tele2 Group to focus on our core Baltic Sea
footprint where we have the scale and market position to drive sustainable
growth. With a strong foundation in the Baltics, a clear focus on fixed-
mobile-convergence in Sweden and a new business transformation pro-
gram we can now execute on our goal to return to growth.

In 2019 Tele2 underwent significant changes, laying the foundation for our
new vision to turn Tele2 into the smartest telco in the world and deliver
growth while operating a more lean and efficient organization. The merger
with Com Hem allowed us to launch a completely new strategy in the
Swedish consumer market as we added fixed services to our toolbox. We
launched the fixed-mobile-convergence (FMC) more-for-more strategy
and managed to get 219,000 customers on FMC-benefits by the end of the
year, representing about three quarters of the overlapping customer base.
We carried out a major rebranding campaign of the Tele2 brand, lifting it into
a premium position in the market. Following this campaign, which was the
most well received marketing campaign in Tele2’s history, we introduced
new Tele2 family offers and implemented frontbook price adjustment on
Tele2.

We launched a new mobile brand, Com Hem Mobile, and we are happy with
the progress so far. In fact, we saw great momentum across all our mobile
brands, leading to the first full-year positive net intake of mobile subscribers
in four years.

While the Swedish B2B market remains challenging, we made efforts
in 2019 to set us up for a future turnaround. We have separated the Large
Enterprise and SME units for a more efficient and focused setup. As we see
SME as an area where Tele2 is yet to reach its full potential, we put a lot of
effort in developing our capabilities there. We end the year as a stronger
challenger within SME as we have built up our sales capabilities, revamped
the mobile portfolio and launched FMC offers.

The Baltics continued its great performance and we finally saw a turn-
around in Estonia with end-user service revenue growth for the full year. We
also took a step to strengthen our network position by entering a network
sharing agreement in Latvia and Lithuania, using the knowledge we have
from many years of successful network sharing in Sweden.

Launching the next phase of business transformation

With a more focused geographical footprint and the Com Hem integration
completed we can now run Tele2 in a more efficient way. We changed the
organizational structure to better reflect the current asset portfolio and
strategy, shrinking the group structure and setting Tele2 up as a flatter
organization.
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CEO WORD

With allthis progress we have completed phase one of the Tele2 transforma-
tion, turning Tele2 into an integrated operator. This enables us to begin the
next phase which starts with our new vision to become the smartest telco
in the world, creating a society of unlimited possibilities. For us this means
radical simplification and customer focus. It means doing things simpler
within a flat and fast organization, always with a focus on simplification and
delivering value for our customers. Everyone should have a clear mandate
and accountability, within a fact-based and performance-driven operation.
This mindset allows us to quickly adapt to the world around us, and con-
tinously modernize our operations. It also means working with distinctly
positioned leading brands, providing our customers with smart combined
offerings for mobile connectivity, broadband, and next generation TV and
play services, covering the entire household and being an outstanding
partner to businesses and the public sector.

We believe that this vision and the new governance model will drive
positive change over the next few years as we launch a new business trans-
formation program which is expected to reduce opex by at least SEK 1billion
over the next three years. While this transformation will result in a significant
reduction of opex, thatis not the goal in itself. We aim to operate smarter and
reduce complexity whichin the end means serving the customer in the best
way possible while operating an efficient and fast organization.

Increasing focus on sustainability

This has been a year where we have seen a continued increase in the
importance of sustainability for society as a whole. For us as a company
we can clearly see how sustainability is ever higher on the agenda of our
customers, investors and employees. This means that sustainability must
be a foundation for our business. A focus for our efforts during the year has
been to complete the integration of the sustainability efforts of Tele2 and
Com Hem, following our merger. Our goal with this integration has been to
take the best parts of both companies’ previous work, and leverage this to
ensure the best possible impact.

Our focus areas during the year have been: Environment, Ethics &
Compliance, Privacy & Integrity, Child Protection and Diversity & Inclusion.
These have remained the same as the previous year, as we still consider
these to be the most material issues for us to work with. Among the activities
that we have undertaken during the year, there are a few that we would
like to highlight. As a part of our focus area Environment we have started

reporting our carbon footprint to CDP, committed to setting science-based
targets, taken the lead role in anew EU research project called Al4Green, and
updated our environmental policy. In our focus area Ethics & Compliance we
have produced an exit report from Kazakhstan, highlighting the transpar-
ency which has been a guiding principle during our presence in this market.

We have also launched new anti-corruption and fair competition pol-
icies, as well as an updated version of our whistleblower policy. Improving
our gender balance is a key activity for us as a company, emphasized by
our focus area Diversity & Inclusion. During the year we have committed to
becoming a gender balanced company by 2023 on three levels: executive
management team, managers, and all employees. To further this commit-
ment, we have introduced a principle in our Swedish organization we call
2+1, meaning that we should strive to recruit two women for each man we
hire.

2019 has been a year where we have continued to receive recognition
for the work that we do within sustainability. We have maintained our MSCI
AAA-rating which puts us in the top 9 percent globally in the telecommu-
nication services industry, and we have improved our RobecoSAM score.
We were ranked as the 2nd best Swedish company and 35th in the world
in Equileap’s global gender equality report. In the bi-annual “Walking the
Talk” report by Misum at the Stockholm School of Economics we were given
the highest “walk” score among all Swedish technology and telecommuni-
cations companies, praising our sustainability progress. | am proud of the
progress that we have made in 2019, and pleased that we are recognized for
the hard work that we do.

Looking forward

Thanks to the hard work and dedication of the Tele2 employees we have
achieved a lot in just one year, completing phase one of Tele2’s transfor-
mation and turning the company into an integrated operator. With the
groundwork done in 2019 we look forward to executing on the next phase of
business transformation, turning Tele2 into the smartest telco in the world.

Anders Nilsson
President and CEO
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BOARD OF DIRECTORS

Board of directors

Carla Smits-Nusteling
Chairman of the Board, elected in 2019 | Board member since 2013
Born: 1966 | Nationality: Dutch citizen

Independence: Independent in relation to the company and management
as well asin relation to the company’s major shareholders

Holdings in Tele2: 1,687 B shares
Committee work: Member of the Audit Committee

Other current assignments: Member of the Board of Directors of Nokia
Oyj, Non-Executive Director at ASML, Member of the management board
of the Foundation Unilever NV Trust Office and Lay judge of the Enterprise
Court of the Amsterdam Court of Appeal

Previous assignments: CFO of Koninklijke KPN N.V.

Education: M.Sc. Business Economics from Erasmus University, Rotterdam
and Executive Master of Finance & Control from Vrije Universiteit
Amsterdam

Andrew Barron
Deputy Chairman of the Board, elected in 2019 | Board member since 2018
Born: 1965 | Nationality: British citizen

Independence: Independent in relation to the company and management
as well asin relation to the company’s major shareholders

Holdings in Tele2: 56,140 B shares
Committee work: Chairman of the Remuneration Committee
Other current assignments: Board Member of Ocean Outdoor Limited

Previous assignments: Chairman of the Board of Com Hem Holding
AB, Arris International plc, COO of Virgin Media inc.and MTG, CEO of
Chellomedia, Executive Vice President of Walt Disney Europe and man-
agement consultant at McKinsey & Co

Education: Bachelor’s Degree, MBA

Anders Bjérkman
Board member, elected in 2017

Born: 1959 | Nationality: Swedish citizen

Independence: Independent in relation to the company and management
as well asin relation to the company’s major shareholders

Holdings in Tele2: 7,000 B shares
Committee work: Member of the Remuneration Committee

Other current assignments: Chairman of the Board of Ovzon AB, Vinnergi
Holding AB, Maven Wireless AB and Board member of Allgon AB

Previous assignments: Chairman of the Board of Parktrade Europe

AB, CEO of OnePhone Holding AB and its partnerships with British
Telecommunications and KPN, CEO of Argnor Wireless Ventures, SEC and of
Tele2 (between 1996 and 1999), Member of the Board of a number of Argnor
Wireless Ventures portfolio companies, Non-Executive Member of the Board
of Digital Trading Technologies Limited T/A Consumer Data Protection

Education: MSc from Chalmers University of Technology

Georgi Ganev
Board member, elected in 2016
Born: 1976 | Nationality: Swedish citizen

Independence: Independent in relation to the company and management
but notindependent in relation to the company’s major shareholders

Holdings in Tele2: 1,030 B shares
Committee work: Chairman of the Nomination Committee

Other current assignments: CEO of Kinnevik AB (publ), Member of the
Boards of Global Fashion Group and Babylon Health

Previous assignments: CEO of Dustin Group AB (publ) and
Bredbandsbolaget, Chief Marketing Officer of Telenor Sweden

Education: M.Sc. in Engineering from Uppsala University
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BOARD OF DIRECTORS

Cynthia Gordon
Board member, elected in 2016

Born: 1962 | Nationality: British citizen

Independence: Independent in relation to the company and management
but not in relation to the company’s major shareholders

Holdings in Tele2: 2,000 B shares

Committee work: Member of the Audit Committee

Other current assignments: Chairman of the Board of Global Fashion Group

Previous assignments: Member of the Board of Directors at Kinnevik

AB (publ), Executive Vice President and CEO of the Africa Division at
Millicom International Cellular, CCO Group of Ooredoo, Vice President of
Partnerships & Emerging Markets of Orange, CCO of MTS, Vice President
Business Marketing of Orange, Member of the Boards of Bima Milvik,
Bayport, Josen Partners and Partan Limited

Education: BA in Business Studies from Brighton University

Eva Lindqyvist

Board member, elected in 2018

Born: 1958 | Nationality: Swedish citizen

Independence: Independent in relation to the company and management
as well asin relation to the company’s major shareholders

Holdings in Tele2: 2,891 B shares

Committee work: Chairman of the Audit Committee

Other current assignments: Member of the Board of SWECO AB (publ),

NORDLO AB, Acast AB, Bodycote plc and Keller Group plc. Elected
Member of the Royal Swedish Academy of Engineering Sciences
Previous assignments: Member of the Board of Chip First AB, Tarsier
Studios AB, Mr Green & Co AB, Kéhrs Holding AB (publ), Com Hem
Holding AB, ASSA ABLOY AB (publ), Alimak Group AB (publ) and Caverion
Oy. Senior Vice President of TeliaSonera’s mobile operations, CEO of
TeliaSonera International Carrier and senior positions at Ericsson

Education: MSc Engineering Physics, MBA

Lars-Ake Norling
Board member, elected in 2018

Born: 1968 | Nationality: Swedish citizen

Independence: Independent in relation to the company and management
as well asin relation to the company’s major shareholders

Holdings in Tele2: 1,500 B shares

Committee work: Member of the Remuneration Committee and Member
of the Audit Committee

Other current assignments: CEO of Nordnet and Board Director of
Millicom

Previous assignments: Investment Director at Kinnevik with responsibility
forthe TMT sector, CEO of dtac, CEO of digi, Executive vice president

of Developed Asia at Telenor, CEO of Telenor Sweden, CTO/COO of
Bredbandsbolaget

Education: MSc in Engineering Physics from Uppsala University, MSc in
Systems Engineering from Case Western Reserve University, MBA from
University of Gothenburg
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LEADERSHIP TEAM

Leadership team

Anders Nilsson

President and Group CEO

Joined the company in 2018

Born: 1967

Anders was previously CEO of Com Hem
Holding AB. He has extensive experience of
Scandinavian and international media, com-
munications and digital services markets,
developed over a 25-year career in senior
leadership positions at Modern Times Group
AB and Millicom International Cellular AB.
Holdings in Tele2V: 220,839 B shares
100,000 share rights (LTI 2018)

100,000 share rights (LTI 2019)

Mikael Larsson

EVP, Group CFO

Joined the company in 2018
Born: 1968

Mikael was previously CFO of Com Hem
Holding AB. Prior to that Mikael was the CFO
of Kinnevik AB (publ) for 13 years. He has
also held positions at Arthur Andersen as an
auditor and a consultant.

Holdings in Tele2V: 82,953 B shares

60,000 share rights (LTI 2018)

60,000 share rights (LTI 2019)

Stefan Backman

EVP, Group General Counsel
Joined the company in 2007
Born: 1975

Stefan has held several senior positions at
Tele2. Prior to that, he worked at the Swedish
Post and Telecom Authority (PTS) and at the
Administrative Court of Stockholm.

Holdingsin Tele2V: 13,500 B shares
31,500 share rights (LTI 2017)
31,500 share rights (LTI 2018)
27,000 share rights (LTI 2019)

Kim Hagberg

EVP, Chief Operations

Joined the company in 2013

Born: 1966

Kim was previously Product Management
Director at Tele2, overseeing cross functional
and cross market processes in which
technologies become products. Before that,
Kim worked for 12 years at different positions
within Telia. She also has experience from the
telecom supply chain with 8 years at different
suppliers in Canada, France and Switzerland.
Holdings in Tele2": 11,789 B shares

8,000 share rights (LTI 2017)

8,000 share rights (LTI 2018)

27,000 share rights (LTI 2019)

Samuel Skott

EVP, Chief Commercial Officer
Joined the company in 2005
Born: 1978

Samuel was previously EVP CEO Tele2
Sweden. He started his career at Tele2 in
2005 and has held several senior positions
including Commercial Director for Customer
&Product Design.

Holdingsin Tele2V: 22,500 B shares
60,000 share rights (LTI 2017)
60,000 share rights (LTI 2018)
60,000 share rights (LTI 2019)

Karin Svensson

EVP, People & Change
Joined the company in 2018
Born: 1965

Karin was previously a self-employed Human
Resources advisor. She was previously the
Chief Human Resources Officer at Bisnode.
Karin started her career with Accenture
where she was a Partner for 11 years as well as
Nordic HR Director and Human Capital Lead.

Holdings in Tele2P: 9,000 B shares
31,500 share rights (LTI 2018)
27,000 share rights (LTI 2019)

D Allocated share rights at grant date, before compensation for dividend and share issue.
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SHAREHOLDER INFORMATION

Shareholder information

Tele2 AB’s shares are listed on Nasdaq Stockholm under the ticker symbols
TEL2A and TEL2B.

Share performance

The Tele2 B-share rose by 20.3 percent during 2019, from SEK 113.0 to SEK
135.9, while the OMX Stockholm Pl increased by 29.5 percent, the OMX
Stockholm Telecommunications Pl increased by 5.5 percent and Tele2’s
peer group? increased by an average of 7.1 percent. The highest closing
price in 2019 was SEK 148.2 on September 27, and the lowest closing price
was SEK 110.5 on January 2. The average closing share price was SEK 132.2.
Total shareholder return for the Tele2 B-share was 29.8 percent in 2019 and
112.4 percent between December 31,2016 and December 31, 2019.

Turnover and trading

In 2019, a total of 488.6 million Tele2 B-shares were traded on Nasdag
Stockholm for a value of approximately SEK 64.2 billion. An average of 2.0
million Tele2 B-shares were traded per trading day, representing a value of
approximately SEK 256.6 million.

Shareholder remuneration policy

Tele2 will aim to maintain target leverage of 2.5-3.0x economic net debt/

underlying EBITDAaL by distributing capital to shareholders through:

e Anordinary dividend of at least 80 percent of equity free cash flow; and

e Extraordinary dividends and/or share repurchases, based on remaining
equity free cash flow, proceeds from asset sales and releveraging of
underlying EBITDAaL growth.

Based on this policy, Tele2 is expected to distribute in excess of 100 percent
of equity free cash flow to shareholders, through a combination of dividends
and/or share repurchases.

Shareholder remuneration in 2019

During 2019, shareholders were remunerated by a total of SEK 7,153 millionin
the form of ordinary cash dividend of SEK 4.40 per share and extraordinary
dividend of SEK 6.00 per share following the transactions in the Netherlands
and Kazakhstan.

Proposed shareholder remuneration in 2020

For the financial year 2019, the Board of Directors of Tele2 AB has decided
to recommend to the Annual General Meeting (AGM) on May 11,2020 that
an ordinary dividend of SEK 5.50 be paid per ordinary A and B share, in two
equal tranches in May and October, 2020. In addition, the Board proposes
an extraordinary dividend of SEK 3.50 per ordinary A and B share, to be paid
in May 2020.

Share capital

The share capital in Tele2 AB is divided into three classes of shares: class A,
B and C shares. All types of shares have a quota value of SEK 1.25 per share
and Class A and B shares have the same rights to the company’s net assets
and profits while Class C shares are not entitled to dividends. Class A shares
entitle the holder to 10 voting rights per share and Class B and C shares to
one voting right per share. As of December 31,2019, there were 22.6 million
registered class A shares, 665.8 million class B shares (of which 0.5 million
held in treasury) and 1.9 million class C shares (all of which held in treasury).

Shareholders

At December 31, 2019, Tele2 had 64,978 known shareholders. Kinnevik AB
owns as of December 31,2019, 27.2 percent of the capital and 42.0 percent
of the voting rights. No other shareholder owns, directly or indirectly, more
than 10 percent of the shares in Tele2. The 10 largest single shareholders
represented 49.7 percent of the share capital and 59.5 percent of the votes.
Foreign shareholders held 46.6 percent of the share capital and 36.0 per-
cent of the votes.

TSR, Tele2-B share, peer index and sector index Top 10 Ownership by country
(indexed to 100)
140 As of December 31,2019 Capital (%) Votes (%) ,
135 Kinnevik 2718 4198
130 ' al BlackRock 5.09 3.95
125 Government of 295 228
Singapore (GIC) .
120 fwl/\/\ Norges Bank 292 2.26 ‘
115 ,\M_/\‘W Vanguard 2.26 175
10 Swedbank Robur Funds 2.08 161
105 Nordea Funds 2.07 1.60
MFS Investment 1.80 139
100 Management
95 Janus Henderson 178 138 B Sweden 54%
Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Investors United States 15%
e e e — Tele2-B Adelphi Capital LLP 174 1.35 B United Kingdom 5%
OMX Stockholm Pl — OMX Stockholm Telecommunications Pl Totaltop 10 49.7 59.5 B Norway 3%
) ) B Other 11%
) Peer group as deterimned by Tele2 includes: BT Group, Deutsche Telekom,
B Unidentified 12%

Elisa, Freenet (Xet), Koninklijke KPN, NOS SGPS, Orange, Proximus, Swisscom,
Sunrise Communications, Telecom Italia, Telefonica, Telenet Group Holding,
Telekom Austria, Telenor, Telia Company, Vodafone

Source: Bloomberg

Source: Modular Finance

Source: Modular Finance
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ADMINISTRATIVE REPORT

Administrative report

The Board of Directors and the CEO herewith present the annual report and consolidated financial statements for Tele2 AB (publ),

corporate reg. no. 556410-8917 for the financial year 2019.

Figures presented in this report refer to continuing operations unless otherwise stated, with comparable figures for the previous year in parentheses. Tele2
Croatia is reported as a discontinued operation for all periods. Discontinued operations also include former operations, primarily in the Netherlands and

Kazakhstan. See Note 36.

Financial overview

Revenue

Revenue increased by 27 percent due to the merger with Com Hem.
Organically, revenue declined by 1 percent as the decline in Sweden off-
set growth in the Baltics. End-user service revenue was flat organically, as
continued strong growth in the Baltics was offset by decline in Sweden,
explained by continued decline in business end-user service revenue.

Underlying EBITDA

Underlying EBITDA grew by 65 percent mainly as a result of the merger
with Com Hem and the implementation of IFRS 16 which removes the cost of
operating leases from underlying EBITDA, starting January 1,2019. Organic
growth in underlying EBITDA excluding IFRS 16 was 6 percent, driven by
cost reduction in Sweden and continued growth in the Baltics.

Operating profit
Operating profit increased by 22 percent as a result of organic growth in
underlying EBITDA excluding IFRS 16 as well as the merger with Com Hem.

Profit after financial items

Interest expense, interest income and other financial items amounted to
SEK -445 (-372) million. The increase compared to the previous year was
driven by interest on lease liabilities following the implementation of IFRS
16 as well as a higher debt level in accordance with the new leverage policy.
Profit after financial items amounted to SEK 3,579 (2,919) million.

Net profit

Net profit from total operations amounted to SEK 5,134 (992) million. The
increase compared to the previous year was mainly due to the merger with
Com Hem, capital gains from the sale of Tele2 Kazakhstan of SEK 1,598 mil-
lion, organic growth of underlying EBITDA excluding IFRS 16 as well as an
impairment of deferred tax assets in Luxembourg of SEK 1,134 million in
2018. Net profit was negatively affected by a goodwillimpairment in Estonia
of SEK -452 million.

Capex excluding spectrum and leases

Capex excluding spectrum and leases amounted to SEK 2,388 million
compared to SEK 2,633 million in 2018 including Com Hem proforma. The
decline versus the previous year was due to lower investments in IT as well
as lower 4G network investments ahead of the 5G rollout.

Equity free cash flow

Equity free cash flow from continuing operations increased to SEK 4,329
(1,998) million or SEK 6.30 per share, mainly as a result of the merger with
ComHem and strong underlying cash generation. Equity free cash flow from
total operations amounted to SEK 4,840 (1,757) million.

Dividend

To the Annual General Meeting on May 11, 2020, Tele2’s Board of Directors
proposes for the financial year 2019 an ordinary dividend of SEK 5.50 per
share (SEK 3.8 billion), to be paid in two equal tranches in May and October
2020.In addition, the board proposes an extraordinary dividend of SEK 3.50
per share (SEK 2.4 billion), to be paid in May 2020. For further information on
the proposed appropriation of the profit, see Note 25.

Economic net debt/underlying EBITDAaL (financial leverage)
Financial leverage was 2.5x economic net debt/underlying EBITDAaL as of
December 31,2019, down from 2.8x on December 31,2018 due to areduction
in economic net debt and growth in underlying EBITDAaL. Economic net
debt amounted to SEK 24,705 (27,849), reduced by SEK 3.1 billion as SEK
7.2 billion in shareholder remuneration was covered by cash flow genera-
tion, proceeds from divestments and repayment of the shareholder loan in
Kazakhstan.

Events after the end of the financial year

On May 31,2019 Tele2 announced the agreement to sell its Croatian business
to United Group, and on March 3,2020 the divestment was completed. The
net proceeds to Tele2 was SEK 2.1billion. A capital gain of approximately SEK
0.2 billion, or SEK 0.4 billion excluding exchange rate differences recycled
from other comprehensive income, is expected to be recognized in 2020.

The spread of the Covid-19 virus across the world has begun to have
a socio-economic impact. During a time when physical contact is being
avoided to contain spread of the virus, the importance of our services is
greater than ever before. We at Tele2 therefore recognize our responsibility,
and are constantly monitoring our operations and capabilities of continuing
to provide our customers and the society with our services.

Inthisinitial phase we recognize negative financial implications primarily
related to international roaming and certain sectors within our B2B opera-
tion. As of today the financial impact is limited, but given the uncertainty in
duration of the partial lock down of society across our footprint, itis too early
for us to accurately assess the impact on our business activities and ability
to fulfill the financial guidance for 2020.
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Three-year summary

ADMINISTRATIVE REPORT

SEK million 2019 2018 2017
CONTINUING OPERATIONS

End-user service revenue 19,921 14,047 13,039
Revenue 27,659 21,775 19,780
Underlying EBITDA 10,525 6,386 5723
EBITDA 9814 5,635 5485
Operating profit 4,024 3,291 3,472
Profit after financial items 3,579 2919 3,168
Net profit 2,601 1,108 2,434
Underlying EBITDAaL 9,258 6,386V 5,723V
Equity free cash flow 4,329 1,998 3,113
Key ratios

Operating profit/loss margin 15% 15% 18%
Value per share (SEK)

Equity free cash flow 6.30 376 6.19
CONTINUING OPERATIONS, INCLUDING COM HEM PROFORMA2

End-user service revenue 19,921 19,888 19.925
Revenue 27,659 27,832 26,916
Underlying EBITDA excl IFRS 16 9,344 8,768 8,448
Capex excluding spectrum and leases 2,388 2,633 2,260
Key ratios

End-user service revenue growth, organic -0% -1% N/A
Underlying EBITDA growth, organic (excl. IFRS 16) 6% 3% N/A
Underlying EBITDA margin (excl. IFRS 16) 34% 32% 31%
TOTAL OPERATIONS

Net profit 5,134 992 219
Total assets 79.784 82,644 39,725
Equity 34,805 36,362 17,132
Equity free cash flow 4,840 1,757 2,519
Key ratios

Economic net debt to Underlying EBITDAaL 2.5x 2.8x 1.5x
Value per share (SEK)

Net profit/loss 7.28 161 0.38
Net profit/loss, after dilution 7.24 1.60 0.38
Equity 50.59 52.89 34.30
Equity free cash flow 7.04 331 501
Dividend, ordinary 5.50% 4.40 4.00
Dividend, extraordinary 3.50% 6.00 —
Market price at closing day 135.85 11295 100.80

D Underlying EBITDAaL equals Underlying EBITDA since IFRS 16 has not been applied retroactively

2 Com Hem proformais unaudited
3 Proposed dividend

The three-year summary includes certain alternative performance measures that are not defined by IFRS.
For additional information please refer to section Definitions at the end of the document.
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ADMINISTRATIVE REPORT

Tele2 ataglance

Tele2 has been a fearless challenger to the former government monopolies
and other established telecom providers ever since Jan Stenbeck founded
the company in Sweden in 1993, and owes its success in large parts to the
strong culture instilled by the founder with a focus on being a customer
focused champion at its core. The Group provides services to consumers
and businesses including mobile services, fixed broadband, digital enter-
tainment, fixed telephony, data network services and global loT solutions.

During 2019 we continued the strategy to focus Tele2’s geographical
footprint toward the core Baltic Sea Region where we have the scale
and market position to drive sustainable growth. The merger of Tele2
Netherlands and T-Mobile Netherlands closed on January 2, 2019. On May
31,2019, Tele2 entered into an agreement to sell Tele2 Croatia to United
Group, and the sale was completed on March 3, 2020. On June 28, 2019
Tele2 closed the divestment of Tele2 Kazakhstan. The integration with Com
Hem was completed with a run rate of SEK 800 million in cost synergies at
the end of 2019.

To align our governance model with the current asset portfolio and strat-
egy. Tele2 has changed its organizational setup and simplified the group
structure. Tele2 now has a separate organization overseeing all three Baltic
countries and Germany, reporting to the Group CEO. The leadership teamin
Sweden has been extended and now includes representatives from all major
business units to foster a culture of collaboration and efficient allocation of
resources within an agile and flat organization.

To reflect the new organizational set up, the reporting structure was
adjusted by combining the Sweden Consumer, the Sweden Business and
the loT Segments into one segment which now represents 81 percent of the
Group's revenue. The three Baltic operationsin Lithuania, Latvia and Estonia
represents 17 percent of the Group's revenue, with the remaining revenue
coming from Germany.

Tele2’s new vision: Smartest telco in the world, creating a society

of unlimited possibilities

With the integration of Com Hem and optimization of our geographical

footprint completed, we can now begin the next phase of business trans-

formation and launch our new vision to become the smartest telco in the
world and create a society of unlimited possibilities. The strategic direction
is aligned with the new vision and has three main pillars:

e Unique People & Culture: We walk the talk, being a value driven com-
pany, based on a diverse and inclusive organization. We always strive to
attract, retain and develop the strongest talents.

e Winning Customer Focus: We work with distinctly positioned leading
brands, providing our customers with smart combined offerings for
mobile connectivity, broadband, and next generation TV and play
services, covering the entire household. We aim to be an outstanding
partner to businesses and the public sector.

e Radical Simplification: We have a passion for doing things simple and
therefore act within a flat and fast organization, always with a focus on
simplification and delivering value for our customers. Each one of us has
a clear mandate and accountability, within our fact-based and perfor-
mance-driven operation. This mindset allows us to quickly adapt to the
world around us, and continuously modernize our operations.

We believe that this vision and the new governance model will drive positive
change over the next few years as we launch a new business transformation
program. We expect this program to help us return to revenue growth on a
Group level and reduce annual opex in Sweden by at least SEK 1billion in
three years through removal of legacy IT-systems and transformation of the
entire Swedish organization as we continue to go step-by-step to remove

silos, reduce double functions and enable more efficient use of resources as
well as further improving the service to our customers.

Sweden

Today's customers expect to use digital services and devices wherever they
are and wherever they go, independently of access technology. But, the
number of choices and options customers are facing today can sometimes
be overwhelming. By providing a one stop shop for connectivity to all cus-
tomers, we will simplify and facilitate a connected lifestyle.

The merger with Com Hem turned Tele2 into a truly integrated operator
and enabled ustolaunch a new strategy in the consumer market, increasing
customer satisfaction through the more-for-more fixed-mobile-con-
vergence offering. By continuously improving the customer experience
through added services, enhancements and upgrades, we will drive growth
through churn reduction and price adjustments in the premium segment
while optimizing our brand portfolio to take our fair share of all segments of
the market and remain relevant for all customer demographics.

We believe TV will continue to play a vital role for our business and our
role as aggregator of great content remains relevant as content becomes
more and more fragmented across different services and devices. To better
serve the changing behavior and viewing patterns of our customers, we
will shape a TV offering for the future which is increasingly on-demand,
personalized and available on any screen or device.

In the business segment we will continue our work to return to growth
by creating a competitive and cost-efficient challenger on the B2B market,
with high-quality connectivity at the heart of its service offering. The new
organizational setup with SME and Large Enterprise running as separate
units will increase focus and enable us to adapt our offering and properly
serve customers in all segments of the market.

The Baltics

The structure of the telecommunications sector and the macroeconomic
environment is favorable in these markets and we expect continued growth
as we drive our mobile-centric-convergence strategy. In 2020, we are
launching TV-servicesin all three markets to drive convergence with mobile
telephony, mobile broadband and mobile TV-services. Over time we will
evaluate the need to add fixed services to our portfolio as convergence in
these markets matures.

The Netherlands

Our 25 percent stake in T-Mobile Netherlands (TMNL) is a great opportu-
nity for Tele2 to extract value as the company executes on synergies and
becomes a stronger challenger in the market. During 2019 TMNL made
great commercial progress, taking market share in both the consumer and
business market with a 2 percent organic growth in revenue compared to
2018. Realization of cost synergies led to double digit growth in EBITDA
and significant cash flow generation. Over time we see an opportunity to
crystalize value as we exit this market as per the agreement with our partner.

Leverage future technology shifts to serve our customers better
New technologies like 5G and DOCSIS 3.1 open new opportunities for
operators to deliver more benefits at lower costs. 5G will be introduced in
our networks during the coming years and will be a cost-efficient way to
build network capacity, but it will also potentially enable completely new
Use cases.

To us, new technology is not a value in itself. We will only act when we
see a clear upside in how we can serve our customers better. A priority for
us the coming years is to evolve our business models and incorporate new
technology to strengthen our relevance to the end customer in the future.

TELE2 ANNUAL REPORT 2019

12



ADMINISTRATIVE REPORT

Proforma Group summary

Continuing operations 2019 2018 Organic
SEK million proformal) %
END-USER SERVICE REVENUE

Sweden 16,627 16,804 -1%
Lithuania 1,502 1,329 9%
Latvia 857 768 8%
Estonia 480 451 3%
Germany 454 536 -18%
Other = 0 —
Total 19,921 19,888 0%
REVENUE

Sweden 22,415 22,673 -1%
Lithuania 2,656 2430 6%
Latvia 1,402 1,309 4%
Estonia 813 787 0%
Germany 457 539 -18%
Other = 152 -100%
Internal sales, elimination -84 -58 —
Total 27,659 27,832 -1%
UNDERLYING EBITDA EXCLUDING IFRS 16

Sweden 7,592 7,110 7%
Lithuania 956 817 13%
Latvia 527 474 8%
Estonia 171 167 -0%
Germany 215 248 -16%
Other -116 -50 —
Total 9,344 8,768 6%
CAPEX

Sweden 2,035 1,895 7%
Lithuania 139 144 -7%
Latvia 122 112 6%
Estonia 90 87 -1%
Germany 1 0 0%
Other 2 394 -100%
Capex excluding spectrum and leases 2,388 2,633 -10%
Spectrum 68 723

Rights-of-use assets (leases) 1,306 0

Total 3,762 3,355

of which:

— Network 1,144 1,195

—IT 741 928

— Customer equipment 303 381

— Other 201 128

Capex excluding spectrum and leases 2,388 2,633

' Com Hem proforma is unaudited
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Overview by segment

Sweden

2019 in brief

In 2019 the Swedish organization has undergone significant changes fol-
lowing the merger with Com Hem at the end of 2018. The integration with
Com Hem was completed and cost synergies had an impact of approxi-
mately SEK 500 millionin the year and reached an annualized runrate of SEK
800 million at the end of the year.

Revenue for the Sweden segment, which now includes the Sweden
Consumer, the Sweden Business and the loT segments, declined by 1
percent organically compared to 2018, mainly due to decline in consumer
equipment revenue and business end-user service revenue. Despite the
decline in revenue, underlying EBITDA excluding IFRS 16 increased by 7
percent organically, driven by cost reduction from the integration with
ComHem.

2020
Early execution of the Com Hem integration enables us to start a new busi-
ness transformation program in 2020. The program, which involves reduc-
tion of legacy IT systems and transformation across the entire organization,
is expected to deliver at least SEK 1 billion of opex reductions over three
years.

During 2020 we will begin the modernization of our networks in Sweden
as we begin the rollout of 5G in the mobile network and remote PHY (next
generation of cable technology) in the fixed coax network.

End-user service revenue

per business area, 2019 Revenuev

SEK million
25,000

20,000
15,000
10,000

5,000

2017 2018

B Consumer, 75%
Business (including loT), 25%

D Com Hem proforma is unaudited

Financials 2019 2018 Organic
SEK million proformal %
Revenue 22,415 22,673 -1%
Underlying EBITDA 8.614 7.110
Underlying EBITDAaL 7515
Underlying EBITDA excluding IFRS 16 7,592 7,110 7%
Underlying EBITDA margin excluding IFRS 16 34% 31%
Capex
Network 927 810
IT 649 609
Customer equipment 299 380
UL N— T
Capex excluding spectrum and leases 2,035 1,895
Spectrum = 721
Right-of-use-assets (leases) 1073 —
Capex 3,109 2,616
Capex excluding spectrum and leases / revenue 9% 8%
" Com Hem proforma is unaudited

Underlying EBITDA excluding IFRS 16

SEK million/Percent

8,000 40

[

6,000 30

4,000 20

2,000 10

(0]
2019 2017 2018 2019

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin
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Sweden Consumer

2019 in brief

The main focus throughout 2019 has been to carry out the integration of
Com Hem and align the strategy with the new market opportunities arising
from the merger. The merger with Com Hem allowed us to combine fixed
and mobile services and launch our new fixed-mobile-convergence (FMC)
strategy. We rolled out the FMC strategy gradually throughout the year
across all brands, reaching 219,000 customers on FMC-benefits at year-
end, representing almost three quarters of the overlapping fixed and mobile
customer base. This constitutes a growing pool of loyal, happy, full-service
customers, providing a solid foundation that creates stability and potential
for growth in the consumer business.

We executed a successful rebranding campaign of the Tele2 brand
to reinforce its premium position, followed by increased list prices and
the launch of a unique and advantageous multi-line scheme for families
in September. Tele2 was recognized as having the best mobile network
in Sweden in the P3 benchmark report, further strengthening the brand
perception in the market.

Total consumer end-user service revenue declined by 1percent in 2019
as growth in mobile and fixed broadband was offset by declines in digital TV
and fixed telephony & DSL. The main drivers of growth in Sweden consumer
are mobile postpaid and fixed broadband which grew end-user service
revenue by 3 percent and 6 percent, respectively. In 2019, growth in these
services was driven by volume rather than prices as ASPU was flat while
volumes increased by 3 percentand 5 percent for mobile postpaid and fixed
broadband, respectively. We believe that the improvements we are making
to customer experience and the continued growth in consumption of these
services, will support price adjustments and increase growth in coming
years.

Operating datal) 2019 2018 Organic
Thousands proformal) %
RGUs
Mobile 2,962 2947 1%
— Postpaid 1,875 1,817 3%
— Prepaid 1,088 1,131 -4%
Fixed 2,177 2,209 -1%
— Fixed broadband 873 827 5%
- Digital TV 1,022 1,057 -3%
— Cable &Fiber 665 658 1%
-DTT 357 399 -11%
— Fixed telephony & DSL 282 325 -13%
Addressable fixed footprint 3,314 3,114 6%
KPIs and financials 2019 2018 Organic
proformal) %
ASPU (SEK)V
Mobile 159 155 3%
— Postpaid 206 205 1%
— Prepaid 81 79 3%
Fixed 231 232 0%
— Fixed broadband 247 247 0%
- Digital TV 255 261 -2%
— Cable &Fiber 231 241 -4%
-DTT 298 293 2%
— Fixed telephony & DSL 107 111 -4%
Financials (SEK million)
Mobile 5,651 5,555 2%
— Postpaid 4,567 4,443 3%
- Prepaid 1,085 1112 -2%
Fixed 6,092 6,243 -2%
— Fixed broadband 2,516 2,380 6%
— Digital TV 3,186 3,379 -6%
— Cable &Fiber 1835 1,901 -3%
-DTT 1,351 1,479 -9%
— Fixed telephony & DSL 390 485 -20%
Landlord & Other 706 721 -2%
End-userservicerevenve 12450 12520 1%
Operator revenue 818 779
Equipment revenue 2,104 2,367
Revenue 15,372 15,666 -2%
D Unaudited
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2020

In 2020 and beyond our goal is to return to growth. The main driver for
growth in 2020 will be price adjustments, supported by improvements made
to customer experience. To support growth beyond 2020 we will continue
developing our two new growth drivers, Penny and Comhem Play+ which
were launched in February 2020.

Our new brand Penny will combine mobile postpaid, fixed broadband
and video streaming, offering the customer a simple, purely digital expe-
rience. We believe that this type of brand caters to a new generation of
customers which our other brands do not fully capture today. While we do
not expect Penny to have any noticeable impact on the business in 2020, we
believe that it fills a gap in our brand portfolio and allows us to take partof a
growing segment which will become more important over time.

End-user service revenue
per service, 2019

\

.

B Mobile, 45%
Fixed broadband, 20%

B Fixed telephony & DSL, 3%
Digital TV, 26%

B Landlord & Other, 6%

Comhem Play+ willinitially be offered for free to all existing Tele2 Sweden
consumer customers for 12 months. We expect Comhem Play+ to initially
serve as an additional puzzle piece in the FMC-strategy, giving us another
tool to improve customer satisfaction through the more-for-more strategy.

Over time we expect these two new growth drivers to contribute to
sustainable growth as we enter two growing segments of the market where
we have not been present before. Perhaps more importantly, the lean and
purely digital nature of these services will help Tele2 transform into the next
generation telco and remain relevant to the modern consumer.

Revenuen

SEK million
16,000

12,000
8,000

4,000

o

2017 2018 2019

D Com Hem proforma is unaudited
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Sweden Business

2019 in brief

While the market remains challenging, we made progress in 2019 to prepare
for a future turnaround. We have separated the Large Enterprise and SME
units for a more efficient and focused setup. Within SME we have made
great progress improving our abilities with better sales capabilities, a new
mobile portfolio and FMC-offers. Within large enterprise we continue our
efforts to defend our public sector customer base while managing the mar-
ket price erosion, and focus sales efforts toward the private market where
pricing is more benign.

During 2019, Tele2 won significant new and extended contracts with
customersinboth the private and the public sector, such as Ambea, Sveriges
Riksbank, Scania, and Skévde kommun.

While mobile net intake continued to be positive with RGUs growing by
3 percent, price pressure, particularly in the public sector, drove a 9 percent
decline in ASPU, resulting in a 4 percent decline in mobile end-user service
revenue (excluding loT). Mobile price pressure combined with decline in
legacy fixed services resulted in total end-user service revenue decline of
2 percent for the year.

2020

In 2020 we will continue work to reduce silos and utilize infrastructure syn-
ergies from TDC and Com Hem while improving operational excellence in
delivery, service and sales across the entire organization. We aim to keep
up the positive volume momentum through a combination of cross- and
up-sell activities on existing customers. We aim for gradual improvement
as we leverage our new capabilities within SME to take market share and
turn focus within large enterprise to the private sector where we see better
profitability.

End-user service revenue
(including loT) per service, 2019

B Mobile, 47%
Fixed, 27%
M Solutions, 26%

Sweden Business

Operating datal) 2019 2018 Organic
Thousands proformal) %
RGUs
Mobile (excl. loT)
— Postpaid 920 889 3%
KPIs and financials 2019 2018 Organic
proformal) %
ASPU (SEK)p
Mobile (excl. loT)
— Postpaid 165 181 -9%
Financials (SEK million)
Mobile 1974 1,996 -1%
Fixed 1113 1,237 -10%
Soltions e R L2 Los1 4%
End-user service revenue 4,177 4,284 -2%
Operator revenue 131 127
Equipment revenue 1,736 1,751
Revenue 6,044 6,163 -2%
Sweden Wholesale
Financials 2019 2018 Organic
proformal) %
Operator revenue 986 840
Internal sales 13 4
Revenue 999 844 18%
DUnaudited
Revenuev
SEK million
8,000
6,000
4,000
2,000
(0]
2017 2018 2019

' Com Hem proforma is unaudited
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Baltics

Lithuania

2019 in brief

In 2019 Tele2 Lithuania made changes to its consumer price portfolio to  oOperating data® 2019 2018  Organic
adapt to changing customer needs with increased data consumption, now ~ novsands %
offering only unlimited SMS and voice plans along with higher databuckets.  RGUs
Within the business segment, Tele2 focused on volume growth, introduc- ~ Mobile 1,895 1861 2%
ing bundled services with attractive equipment offerings along with new
insurance services and a fiber broadband solution for business customers.
. 1 . KPIsand financial 2019 2018 Organi
Tele2 entered a network sharing agreement with Bite in Lithuania and sand financiars rgame/f
Latvia. Given the success of our network JVs in Sweden, we are confident
Lo . . ASPU (EUR)Y
that this will help us improve network capacity and coverage for our cus- Mobile 63 59 6%
tomers, while reducing cost and capex and strengthen our mobile centric ' '
convergence strategy. Financials (SEK million)
End-user service revenue 1,502 1,329 9%
2020 (E)pgrator revenue 222 ;;lz
. . . . . L . - uipment revenue
In 2020, Tele2 Lithuania will continue efforts to maintain its leading position P
. o . Internal sales 44 31
inthe consumer segmentand focus ongrowth within the business segment. o= 2,656 2.430 6%
We expect the launch of a TV-service to further strengthen the mobile-
centric-convergence strategy to continue the momentum of growing U”derlyﬁng EBITDA Lo 817
through both volume and price. Underly‘.ng EBITDAAL . 957
Underlying EBITDA excluding IFRS 16 956 817 13%
Underlying EBITDA margin excluding IFRS 16 36% 34%
Capex 157 144
Capex excluding spectrum and leases 139 144
Capex excluding spectrum and leases / revenue 5% 6%
DUnaudited
End-user service revenue
per service, 2019 Revenue Underlying EBITDA excluding IFRS 16
SEK million SEK million/Percent
4,000 1,000 40
3,000 750 30
2,000 500 20
1,000 250 10
0 0 0
2017 2018 2019 2017 2018 2019

B Mobile,100%

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin

TELE2 ANNUAL REPORT 2019

18



ADMINISTRATIVE REPORT

Latvia

2019 in brief

In 2019 Tele2 Latvia continued focusing on data monetization in combina-  operating data® 2019 2018 Organic
tion with innovative, socially responsible and active marketing campaigns. ~ 1housands %
Successful sales efforts combined with pre- to postpaid migration within ~ RGUs
the customer base drove continued strong growth in mobile end-user ~ Mobile 954 951 0%
service revenue. Tele2 Latvia initiated 5G technology trials in its network
to strengthen its position as a leader within network coverage and speed.
KPIs and financials 2019 2018 Organic
%
2020 ASPU (EUR)D
Tele2 aims to continue strengthening its market position with attractive Mobile -1 b 89,
commercial offers and targeted upselling campaigns, supported by con- ' '
tinued leading quality of customer service and network performance. We ~ Financials (SEK million)
expect to see continued growth within both the consumer and business ~ End-user service revenue B 768 8%
segments through continued pre-to postpaid migration, development of Operator revenue 195 202
L o . . Equipment revenue 330 321
digital distribution and self-service channels, and further strengthening of
h ‘ i . Internal sales 20 17
the network quality perception. Revenue 1402 1309 %
Underlying EBITDA 565 474
Underlying EBITDAaL 526
Underlying EBITDA excluding IFRS 16 527 474 8%
Underlying EBITDA margin excluding IFRS 16 38% 36%
Capex 227 113
Capex excluding spectrum and leases 122 112
Capex excluding spectrum and leases / revenue 9% 9%
DUnaudited
End-user service revenue
per service, 2019 Revenue Underlying EBITDA excluding IFRS 16
SEK million SEK million/Percent
2,000 600 40
1500 450 30
1,000 300 20
500 150 10
0 0 0
2017 2018 2019 2017 2018 2019

B Mobile,100%

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin
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Estonia

2019 in brief

In 2019, Tele2 Estonia saw a clear turnaround both operationally and  operating data® 2019 2018  Organic
financially. With a new sales organization in place since Q12019 we saw ~ 1housands %
substantial improvement in both volume and value customer intake. Anew  RGUs
brand strategy coupled with simple and flexible pricing across all segments ~ Mobile 437 437 0%
resulted in higher ASPU both among new customers and in our existing
customer base. Sales improvements and growth in ASPU lead to end-user
. KPIs and financials 2019 2018 Organic
service revenue growth of 3 percent. %
ASPU (EUR)D
202
020 o X . X Mobile 82 7.8 6%
In 2020, Tele2 Estonia will continue building on the operational momentum
from 2019 while introducing a broader range of services and solutions. We ~ Financials (SEK million)
will continue our strategy to delivering the best customer experience and ~ End-user servicerevenue 480 451 3%
the best value in the market. Spe,rator rfvenue iii igi
. . . . uipmentrevenue
We will strengthen our consumer business by offering a TV-service over Inctlerf]alsales N o
the mobile network and launch a fiber-to-the-home pilot in cooperation Revenue 813 787 0%
with the national electricity provider. Within the business segment we will
continue our fiber-to-the-office campaign and launch ICT services to SME U“derlyﬁng EBITDA 226 167
business customers by working with local Estonian IT partners. Underly‘.ng EBITDASL . 162
Underlying EBITDA excluding IFRS 16 171 167 -0%
Underlying EBITDA margin excluding IFRS 16 21% 21%
Capex 267 87
Capex excluding spectrum and leases 90 87
Capex excluding spectrum and leases / revenue 11% 11%
DUnaudited
End-user service revenue
per service, 2019 Revenue Underlying EBITDA excluding IFRS 16
SEK million SEK million/Percent
1000 200 40
=Y 150 I 30
§00 100 20
250 50 10
0
2017 2018 2019

B Mobile, 95%
Fixed, 5%

2017 2018 2019

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin
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Other markets

Germany

2019 in brief
Tele2 Germany continued its strategic focus on value maximization through
retention and up- and cross selling into the customer base.

During the year, an agreement with the incumbent operator was reached
to secure the continuation of the carrier pre-selection and call-by-call
services beyond the end of regulation. Tele2 entered a 4G wholesale agree-
ment which enable it to offer technologically advanced and competitively
priced services to existing and new customers.

2020

Key priorities for 2020 include retaining the fixed customer base and stabi-
lizing the mobile customer base with attractive 4G offers. Underpinned by
customer analytics and attractive value propositions these focus areas will
support the overall strategy of value maximization.

End-user service revenue

Financials 2019 2018 Organic
(SEK million) %
End-user service revenue 454 536 -18%
Operator revenue 0 1
Equipment revenue 2 2

Revenue 457 539 -18%
Underlying EBITDA 216 248
Underlying EBITDAaL 215

Underlying EBITDA excluding IFRS 16 215 248 -16%
Underlying EBITDA margin excluding IFRS 16 47% 46%

per service, 2019 Revenue Underlying EBITDA excluding IFRS 16

SEK million SEK million/Percent
750 400 60
600

300 45
450

200 30
300
150 e *®

© 0 0
2017 2018 2019

B Mobile, 62%
Fixed, 38%

2017 2018 2019

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin
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Discontinued operations

Croatia

2019 in brief

In 2019 Tele2 Croatia made further efforts to establish its position asan open
and flexible challenger with simple and competitive propositions. Continued
strong growth in both volume and ASPU lead to growth in end-user ser-
vice revenue which, combined with lower spectrum fees, drove continued
improvement in profitability.

2020
In 2020 Tele2 Croatia will continue to build its data-centric brand image and
support continued growth by providing relevant propositions for consumers
and businesses.

On May 31, 2019 Tele2 announced the agreement to sell its Croatian
business to United Group, and on March 3, 2020 the divestment was com-
pleted.Please refer to Note 36 for more details.

Operating datal) 2019 2018 Organic

Thousands %

RGUs

Mobile 945 897 5%

KPIs and financials 2019 2018 Organic
%

ASPU (HRK)»

Mobile 79 76 4%

Financials (SEK million)

End-user service revenue 1,246 1111 11%

Operator revenue 285 269

Equipment revenue 607 550

Internal sales 12 8

Revenue 2,150 1,937 8%

Underlying EBITDA 575 249

Underlying EBITDAaL 444

Underlying EBITDA excluding IFRS 16 455 249 77%

Underlying EBITDA margin excluding IFRS 16 21% 13%

Capex G2 127

Capex excluding spectrum and leases 168 127

Capex excluding spectrum and leases / revenue 8% 7%

DUnaudited
End-user service revenue
per service, 2019 Revenue Underlying EBITDA excluding IFRS 16
SEK million SEK million/Percent
2,500 500 25
2,000 400 20
1500 300 15
1,000 200 10
500 100 I 5
R 2018 2019 o o

B Mobile,100%

2017 2018 2019

B Underlying EBITDA excluding IFRS 16
Underlying EBITDA excluding IFRS 16 margin
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Enterprise risk management

Tele2 works proactively to identify and monitor the most significant risks
through an enterprise risk management process, in relation to strategy,
financial reporting and operations. The purpose of this process is to min-
imize surprises, improve decision making in order for Tele2 to achieve its
strategic, financial, compliance and operational objectives and actively work
to reduce the impact and likelihood of identified risks.

This section describes the Strategic Risk Management process and
summarizes the most important risk and uncertainty factors. The process
related to risk management for financial reporting and other operational
risks is elaborated in the Governance section related to Internal Controls
over Financial Reporting (sub-section ‘Risk Assessment’) on Page 35.

Strategic risk management

Risks which could threaten Tele2’s ability to achieve its strategic objectives
are assessed by the Leadership Team (LT). These risks could relate to our
strategic initiatives, financial targets or the vision, but they could also relate
to other risks in the Risk Universe on Page 35 considered to have a potential
material effect on the group’s strategic objectives.

The strategic risk management process begins with identification of
risk areas. Each of these risk areas are then assigned to a risk owner (an
individual LT member) who is responsible for breaking down the risk into
quantifiable risk scenarios, for which potential impact and likelihood is then
calculated. The risk owners are also responsible for identifying actions to
mitigate the risks, where possible and to monitor and report any develop-
ment to the rest of the LT.

The most important strategic risks

The strategicrisks are also reported and discussed with the Audit Committee
and/or the full Board of Directors. A summary of the mostimportant risks and
uncertainty factors that are identified by Tele2 and how they are managed
is presented below.

The strategic risk management process

; hl/llonltorlng,d Identification
ollow-up an of risk areas
reporting

TELE2
leadership
team

Identification
of actions

Assignment
of LT risk owner

Assessment
of impact and
likelihood

Identification
of risk scenarios

RISK

DESCRIPTION

RISK MITIGATION

Risks related to
spectrum auctions

Risks related
to regulations

Risks related to conduct-
ing businessin a highly

competitive environment
and changing technology

Risks related to strategy
implementation and
integration

The winning of spectrum auctions is vital in order for Tele2 to conduct a substantial part of
the business. A failure to obtain a spectrum license at a reasonable price, award of such

license to one of Tele2’s competitors and the burden of compliance to license requirements

could resultin Tele2 not being able to upgrade, maintain and expand its network.

Tele2’s ability to effectively respond to introduction of and changes in legislation, regula-
tions and decisions from authorities for telecommunication services can have a consider-
able effect on Tele2’s business operations, cost control and the competitive situation in the
operating markets (e.g. less flexibility in setting tariff structures for interconnection and
roaming services, relaxation of regulation for access to incumbents’ copper and fiber net-
works, introduction of the roaming regulation “Roam Like At Home (RLAH)” and General
Data Protection Regulation (GDPR), potential regulation of cable services to multi-dwelling
units, or the deregulation of open access to single dwelling units in Sweden, net neutrality
and consumer protection legislation).

Increase in competitors’ activity, new entrants, lower prices and new customer offerings,
new technology and market dependency could lead to adjustments in the business model,
changes in the company’s business and pricing strategy, development of new market seg-
ments (e.g. loT) or new forms of connectivity (e.g. VolP, embedded SIM, 5G, fiber replacing
cable), changed customer behavior (due to revenue migration from voice to data, shift from
traditional broadcast linear TV to pay TV and OTT — over the top offerings, loss of content
rights for linear TV), decrease in customer growth rates and loss of market share and com-
petitive position.

Successfulimplementation of strategic initiatives, such as acquisitions (including integra-
tion), divestments and customer offerings (such as fixed mobile convergence offerings) is
dependent upon Tele2’s ability to transform the organization, financial and management
information control systems and processes that are capable to foresee if the development
of such offerings meets customer needs. Should Tele2 be unable to execute the business
strategy and successfully implement strategic initiatives, it could impact the Group's busi-
ness, financial condition and result of operations. Also, the efficient integration of acquisi-
tions as well as the positive development of the acquired operations, are expected to
enhance Tele2’s results of operations both in the long and short term, but there is a risk that
this does not occur.
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Tele2 has putin place processes to ensure compliance
with license requirements to increase chances of
renewal and extension of existing licenses or obtain-
ing new licenses.

Tele2 also works in close contact with regulators and
industry associations to become aware of upcoming
license distributions or redistributions, but the out-
come of such distributions is coupled with uncertainty.

Tele2 closely monitors developments in the regulatory
area in order to meet changes proactively. Tele2 also
works actively with these types of topics and engages
in ongoing dialogue with the relevant authorities and
interest groups in order to achieve fair and balanced
conditions for Tele2 to operate and develop in the
markets, including promoting sufficient regulation
which supports fair competition.

Tele2's senior executives closely monitor technologi-
cal advances and competitive market changes to
adapt the company’s strategies to be able to benefit
from their possibilities and safeguard against potential
threats.

To ensure successful execution of the strategy, Tele2 is
continuously developing the financial and manage-
ment information control systems, executing strong
integration programs and attracting and retaining
qualified management and personnel.
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RISK

DESCRIPTION

RISK MITIGATION

Risks related to customer
service and network
quality

Risks related to network
and IT integrity and
personal data security

Risks inrelation to
external relationships

Risk related to customer
churn

Risks related to the ability
to recruit and retain skilled
personnel

Financial risks

Risks related to higher
environmental costs

Risk related to unstable
geopolitical conditions

Risks related to corruption
and unethical
business practices

The mobile and fixed networks are important assets and a pre-requisite to be able to
deliver a qualitative and profitable service. Any incident or disruption as well as delays in
roll-out and upgrades could have serious consequences.

The Group’'s operations manage significant network and data volumes and therefore aims
to ensure network integrity, data security and protect customers’ personal data. Tele2
needs to protect assets such as personnel, customers, information, IT infrastructure, inter-
nal and public networks as well as office buildings and technical facilities. Along with
increased digitalization, cyber-attacks are increasing and becoming more advanced and
could, if not properly mitigated, lead to major disruptions on customer services and on
internal IT infrastructure. Also, as per the Data Protection Regulation, breaches of custom-
er's personal information could potentially result in major fines and significant reputational
damage.

Tele2 conducts certain activities through joint operations in which Tele2 does not have and
will not have a controlling interest. Such companies include Svenska UMTS-nat AB
together with Telia Company and Net4Mobility Handelsbolag together with Telenor,
T-Mobile Netherlands after the merger with Tele2 Netherlands and Bite to share networks
in Latvia and Lithuania. Also, Tele2 is dependent on handset manufacturers such as Apple,
Samsung and Huawei for attracting customers, equipment and network suppliers such as
Huawei and Nokia for rolling out networks and terrestrial digital TV supplier such as Tera-
com to be able to offer good quality services. Also, Tele2 depends on agreements with
other network operators to provide services in major parts of the Tele2 network. Any of
these third party relationships impose risks, be it in the form of delays in roll-out, limitations
for customized development, supplier dependency and lack of alternative suppliers, limita-
tions on operating profitability or legal proceedings.

Customer churn may increase due to Tele2’s inability to deliver satisfactory services over
the Tele2 network, unsatisfactory customer service, customers reduced willingness to pay
for converged offerings and Tele2’s inability to respond to competitors' product and pricing
activities. Also, landlords’ termination of contracts or refusal to renew existing contracts or
loss of a large B2B customer could contribute to increased customer churn. These could
lead to increased costs and reduced revenue and could have a material adverse effect on
Tele2’s business, financial condition and results of operations.

To remain competitive and implement the strategy, and to adapt to changing technologies,
Tele2 will need to recruit, retain and, where necessary, retrain highly skilled employees with
the relevant expertise. The loss of key individuals or other employees who have specific
knowledge of, or relationships with, customers in the markets in which Tele2 operates could
have a material adverse effect on Tele2’s business, financial condition and results of opera-
tions.

Through the operations, the Tele2 Group is exposed to various financial risks such as cur-
rency risks, interest rate risks, liquidity risks, credit risks, risks related to tax matters and
impairment of assets.

The transition to a low carbon economy is associated with transitional risk, e.g. policy, liabil-
ity or technology risks, that may all incur additional costs. Climate change is increasingly
driving regulation and taxation related to reduction of greenhouse gas emissions and the
use of fossil fuels. Increasing scarcity of natural resources, particularly rare minerals used in
network and consumer technology hardware, may lead to increased hardware costs.
Increasing energy costs, Greenhouse Gas (GHG) emissions taxation and price increases
caused by natural resource scarcity may incur additional costs.

Since Tele2 operates in a global environment, it is and will be affected by the general eco-
nomic environment, political uncertainties, local business risks as well as laws, rules and
regulations in individual countries, thereby affecting demand for the company’s services.
Also, depending on how the situation evolves the changed geopolitical situation following
the Crimea crisis could potentially affect some of Tele2’s operations, particularly in the
countries bordering Russia such as the Baltic countries.

Throughout the operations of Tele2, there are risks of corruption, especially in areas linked
to market regulation, price setting, supply chain and third-party management and cus-
tomer service. Actual or perceived corruption or unethical business practices may damage
the perception of Tele2 and result in financial penalties and debarment from procurement
and institutional investment processes. Fraud may significantly impact financial results.
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Tele2 manages this risk by ensuring changes and
upgrades are made in a controlled manner, ensuring
redundancy of systems and networks, ensuring
back-up of data and performing restoration testing,
and by closely monitoring systems and network per-
formance and incidents on a 24/7 basis.

Tele2 has high focus on network and IT security and is
also working actively to be able to comply with regula-
tory requirements through strengthening of systems
and processes, updated security systems and software
to prevent intrusions and attacks, performance of fre-
quent penetration testing, and ensuring solid pro-
cesses for incident management and escalation to
ensure that Tele2 customer’s personal data is secured
and protected.

Tele2 continuously evaluates existing agreements and
manages co-operations with partners through con-
tinuous dialogue or through legal options, if necessary.
Also, Tele2 continuously manages and assesses the
risks associated with the supply chainin order to
maintain a competitive and well-functioning infra-
structure.

Tele2 continuously works to improve the customer
experience and increase customer satisfaction, which
will continue to be the company’s focus in future years.

Tele2 has recruited a number of skilled employees and
works continuously to provide incentives for them to
retain and contribute to the continued development
of the company.

Financial risk management is mainly centralized to the
Corporate Finance and M&A function (responsible for
treasury and tax matters) and the Financial Planning
and Reporting function (responsible for impairment
recognition). The aim is to control and minimize Tele2’s
financial risks as well as financial costs, and optimize
the relation between risk and cost. Further information
on financial risk management can be found in Note 2.

Tele2 is working to reduce emissions of Greenhouse
gases (GHG) as quickly as possible to reduce transi-
tional risk, gradually transitioning to renewable energy
when feasible, working to make Tele2’s networks more
energy efficient by taking a leading positionin the
Al4Green research project and investigating the pos-
sibilities to become a CO2 neutral operator during
2020. Tele2 also continues efforts to reduce e-waste
and follow-up to ensure compliance with relevant
environmental laws and regulations.

Tele2 is closely monitoring the development on world
events and is kept informed by local management,
government officials and independent sources.

Tele2's anti-corruption policy establishes the princi-
ples applied by Tele2 to prevent corruption within the
business. Allemployees and business partners have
been informed of the company’s code of conduct and
efforts to combat corruption and reduce the risk of
unintentional mistakes. Tele2’s guidelines for gifts,
entertainment and hospitality, which are included in
the anti-corruption policy have also been communi-
cated throughout the organization, provide detailed
information on how everyone at Tele2 should actin
terms of external hospitality, as well as the rules gov-
erning giving and receiving gifts or other benefits.
Fraud risks are monitored and managed through the
internal security department.
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Employees

Unique people and culture
Towin, we continuously need to transform as a business. That's why we need
highly motivated people.

At Tele2 we focus on creating a flat and lean organization to facilitate
collaboration, information flow and speed. We believe in the power of the
people; we are unique individuals and at the same time we do it together, as
one smart strong team. Speaking our mind is an essential part of our culture;
challenging old ways and bringing on new perspectives. Itis a culture where
Tele2 challenges its employees as much as they challenge Tele2 to deliver
customer value by being Fearless, Open, Cost Efficient, Reliable and Flexible
—itis called the Tele2 Way.

We have high ambitions:

o Walk the talk leadership, being a value-driven company
o Create adiverse and inclusive organization

e Attract, retain and develop the strongest talents

Walk-the-talk leadership, being a value-driven company

Leaders have an important role to serve as ambassadors and role models
for Tele2’s culture, and leaders hire and promote people who demon-
strate Tele2’s values. We have an ongoing dialogue around our values and
behaviours with the leadership teams and employees to strengthen the cul-
ture awareness and aspiration, and a Leadership Forum to create involved
and informed leaders. In 2020 we will further our efforts and introduce a
new leadership program, My Leadership@Tele2 to strengthen the leader-
ship capability of both new and seasoned leaders.

Create a diverse and inclusive organization

Diversity and inclusion are important to Tele2. Doubtlessly, diverse and inclu-
sive teams perform better overall. Tele2’s ambition is to always employ the
best talent that the market has to offer; considering values, experience and
competence that match with our strong culture. Tele2 also believes in open
mindsets that never miss a great idea, independently of who it comes from,
and in being inclusive and respectful of all our differences. This is based on a
strong belief that teams perform best when they are diverse. Diverse teams
have more fun, are more creative and challenge status quo. Taking action to
drive this agenda is not only wise, it is paramount, and our goal is ambitious:

Build an inclusive environment where diverse talent can perform at their
best, and achieve a gender balanced workforce with 50 percent women
and 50 percent men by 2023.

To achieve our ambition we started by setting two clear principles:

e Principle 1: Hire the best.

e Principle 2: 2+1external recruitment principle, i.e. recruiting two females
for every male in all non-balanced teams in Tele2 Sweden.

While Tele2 Sweden has historically recruited around 30 percent females, we
have now managed to turn the trend around. In our total external recruit-
ment in 2019, we recruited 63 percent females and we are committed to
continue following our principles until we reach our goal. This is supported
by a number of activities such as a diversity council with employee involve-
ment in designing plan and actions, unconscious bias awareness training
for managers, and actions to increase retention. During 2019, our focus has
been on gender diversity, but it is important to point out that our ambition
for diversity and inclusion is not limited to gender.

Attract, retain and develop the strongest talents
At Tele2, we trust our people with great responsibility and accountability, as
well as a big arena to play on. Internal development, moves and promotions

are strongly supported and encouraged. At the same time we expect our
people to have high ambitions and contribute to their own best abilities. To
be bold and make a difference to be proud of. We take great pride in what
we do, focusing on simplicity in every task we undertake, aiming for creating
unlimited possibilities beyond expectations, both for our customers and for
our employees.

Performance and talent development

We encourage a growth mindset with relevant feedback and continuous
performance dialogue between manager and employee, as well as between
peers. Tele2’s values, the Tele2 Way, is an important starting point to our
performance development approach. The approach seeks to ensure that all
employees have clear and updated goals, and frequent and meaningful con-
versations with their manager around their aspirations, performance and driv-
ers for engagement. Our approach to talent development aim to strengthen
leadership succession to managerial and key roles, develop employees and
minimize business risk in case key personnel leave the company.

Learning and development

Tele2 believes that talented employees develop most efficiently through
exposure to challenging assignments together with extensive coaching
and support. Most learning comes from experiences such as job rotations,
participation in cross-functional projects and challenging work tasks. This is
supplemented by mentoring, coaching and targeted training. Our Executive
Trainee program and IT Talent program provide a great entry point for young
professionals.

Reward and recognition

Tele2 offers competitive compensation and benefit packages in order to
attract, retain and motivate employees. Tele2’s compensation packages
are determined with reference to the local market and Tele2 participates
in salary benchmark surveys annually to ensure that our value proposition
remain competitive in terms of base salary, short-term incentives, long-
termincentives and benefits. The company believesin pay for performance;
high-performing individuals should be rewarded well. Our top 100 key con-
tributors at any level within the organization are invited to our Future Forum,
and employee role models for our values are recognized at our annual Tele2
Awards.

Engagement

Engaged employees perform better, walk the extra mile and are personally
motivated to make Tele2 an even better place to work. We conduct two to
three employee surveys called ‘My Voice’ each year, measuring the engage-
ment of our employees. All leaders are expected to act on the feedback,
and for teams or individual leaders where scores are low, we agree on a
development plan. At Tele2 we promise our people an opportunity to be part
of building the smartest telco in the world, creating unlimited possibilities. If
we cannot live up to our promises, we expect our people to tell us. Feedback
is the only way for Tele2 to learn and improve, continuous improvement is
what we are all about.

Facts
On December 31,2019, the number of employees in Tele2 was 4,695 (5,376)
excluding discontinued operations. Please refer to Note 33 for additional
information regarding the number of employees, gender distribution and
personnel costs.

WeAreTele2 (#WeAreTele2) is currently present at LinkedIn, Instagram,
Facebook and Twitter.
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The Board’s proposal for guidelines for remuneration to senior
executives

The Board proposes the following guidelines for determining remunera-
tion for senior executives for 2020, to be approved by the Annual General
Meetingin May 2020. The most recently approved guidelines are presented
in Note 33.

Applicability

Senior executives covered by the provisions of these guidelines include
the CEO and members of the Group Leadership Team (“senior executives”).
For the purpose of these guidelines, senior executives also include Board
Members, elected at General Meetings, to the extent such Board Members
perform services within their respective areas of expertise outside of their
Board duties. The guidelines are forward-looking, i.e. they are applicable to
remuneration agreed, and amendments to remuneration already agreed,
after adoption of the guidelines by the Annual General Meeting 2020.
These guidelines do notimpose restrictions to any remuneration decided or
approved by General Meetings. Remuneration under employments subject
to other rules than Swedish may be duly adjusted to comply with mandatory
rules or established local practice, taking into account, to the extent possi-
ble, the overall purpose of these guidelines.

Our approach to the remuneration guidelines

The remuneration policy provides a structure that aligns remuneration with
the successful delivery of our long-term business strategy, interests and
sustainability.

In short, the company’s business strategy is the following.

Tele2’s vision is to be the smartest telco in the world, creating a world of
unlimited possibilities. We enable the transformation of businesses and the
creation of tomorrow’s infrastructure. Connecting people and technology
far and wide, as well as right here around us. Simple. Sustainable. Smart.
Tele2’s values are Fearless, Open, Cost Efficient, Reliable and Flexible. These
values together constitute “The Tele2 Way” — our way of relating to each
otherinternally,and to the world around us. Tele2’s culture and strong values,
“The Tele2 Way”, make the foundation for attracting and retaining driven and
engaged talent.

For more information regarding the company’s business strategy, please
see www.tele2.com.

A prerequisite for the successfulimplementation of the company’s busi-
ness strategy and safeguarding of its long-term interests and its sustain-
ability, is that the company is able to attract and retain driven and engaged
talent. To this end, it is necessary that the company offers competitive
remuneration packages to attract, motivate and retain key employees within
the context of an international peer group. The aim is to create incentives
for the management to execute strategic plans and deliver excellent oper-
ating results, and to align management’s incentives with the interests of the
shareholders.

General Meetings in Tele2 have separately resolved on long-term share
and share-price related incentive plans. Going forward, any new long-term
share and share-price related incentive plans will be resolved upon sep-
arately by the General Meetings and are therefore not covered by these
guidelines since these guidelines do not impose restrictions to any remu-
neration decided or approved by General Meetings. The performance cri-
teria used to assess the outcome of these long-term share and share-price
related incentive plans are distinctly linked to the business strategy and
thereby to the company’s long-term value creation, including its sustain-
ability. At present, these performance criteria comprise i.a. Tele2’s absolute
TSR and Tele2’s TSR vs a defined Peer Group. However, such criteria may
change in future long-term share and share-price related incentive plans.

Current plans are also conditional upon the participant’s own investment
and certain holding periods of several years. For more information regarding
these long-term share-related incentive plans, including the performance
criteria which the outcome depends on, please see www.tele2.com/
governance/remuneration.

Remuneration elements

Remuneration to the senior executives should comprise annual fixed base
salary, variable short-term remuneration, variable long-term incentives,
pension benefits and other benefits.

Annual fixed base salary

For defining the annual fixed base salary for the senior executives, the
Remuneration Committee uses a similar methodology as for benchmarking
other employees’ fixed annual remuneration, utilizing external benchmark
and reviewing peers. The Board considers the remuneration of employees
and the average annual increases an important element in determining the
annual salary increase for senior executives.

Variable short-term remuneration, including criteria for awarding

The variable short-term remuneration (“STI”) shall be linked to predeter-
mined and measurable criteria, measured over a period of maximum one
year, which can be financial, such as EBITDA or revenue, or non-financial,
such as sustainability. In addition, they may be individualized, quantitative
or qualitative objectives. For senior executives, the financial criteria are
weighted 80 percent and the non-financial criteria are weighted 20 per-
cent. The criteria shall be designed to contribute to the company’s business
strategy and long-term interests, including its sustainability, by for example
being clearly linked to the business strategy, “The Tele2 Way” or promote the
senior executive’s long-term development.

The variable short-term remuneration can amount to a maximum of 100
percent of the annual fixed base salary.

To which extent the criteria for awarding variable cash remuneration has
been satisfied shall be evaluated and/or determined when the measure-
ment period has ended. The remuneration committee is responsible for the
evaluation so far as it concerns variable cash remuneration to the senior
executives. The evaluation for financial objectives shall be based on the
latest financial information made public by the company.

Variable long-term incentives, including criteria for awarding

The structure of any variable long-termincentives shall ensure a long-term
commitment for Tele2’s development and value creation and may be both
share and share-price related as well as cash based. Going forward, any
long-term share and share-price related incentive plans will be resolved
upon separately by the General Meetings and are therefore not covered by
these guidelines.

Pension benefits

The senior executives are offered defined contribution pension plans,
including health insurance. Defined contributions for pensions to the CEO
and the other senior executives can amount to a maximum of 20 percent
premium based on the annual fixed base salary and the STI, which could
maximum lead to 40 percent of the annual fixed base salary.

Other benefits

Other benefits may include e.g. company cars, health care insurance and
for expatriated senior executives e.g. housing benefits for a limited period of
time. Such benefits may amount to not more than five percent of the annual
fixed base salary.
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Termination of employment

The maximum period of notice of termination of employment shall be twelve
months in the event of termination by the CEO and six months in the event
of termination by any of the other senior executives.

In the event of termination by the company, the maximum notice period
during which compensation is payable is eighteen months for the CEO and
twelve months for any of the other senior executives.

Additionally, remuneration may be paid for non-compete undertakings
and such remuneration shall compensate loss of income. The remunera-
tion shall be paid during the time the non-compete undertaking applies,
however not for more than six months. With regard to the CEO, the remu-
neration shall amount to not more than 60 percent of the CEO'’s average
monthly remuneration (both fixed and variable) paid by the company during
the twelve months preceding the time of termination and with regard to
other senior executives, the remuneration shall amount to not more than
80 percent of the senior executive’s monthly base salary at the time of the
termination.

Salary and employment conditions for employees

Inthe preparation of the Board's proposal for these remuneration guidelines,
salary and employment conditions for employees of the company have
been taken into account by including information on the employees’ total
income, the components of the remuneration and increase and growth rate
overtime,in the remuneration committee’s and the Board's basis of decision
when evaluating whether the guidelines and the limitations set out herein
are reasonable. The development of the gap between the remuneration to
executives and remuneration to other employees will be disclosed in the
remuneration report.

The decision-making process to determine, review and implement

the guidelines

The Board has established a remuneration committee. The committee’s
tasks include preparing the Board’s decision to propose guidelines for
remuneration to senior executives. The Board shall prepare a proposal
for new guidelines at least every fourth year and submit it to the General
Meeting. The guidelines shall be in force until new guidelines are adopted
by the General Meeting. The remuneration committee shall also monitor
and evaluate programs for variable remuneration for the senior executives,
the application of the guidelines for remuneration to senior executives as
well as the current remuneration structures and compensation levels in the
company. The members of the remuneration committee are independent
of the company and its executive management. The CEO and other senior
executives do not participate in the Board’s processing of and resolutions
regarding remuneration-related matters in so far as they are affected by
such matters.

Derogation from the guidelines
The Board may temporarily resolve to derogate from the guidelines, in whole
orin part, if in a specific case there is special cause for the derogationand a
derogationis necessary to serve the company’s long-terminterests, includ-
ing its sustainability, or to ensure the company’s financial viability. As set out
above, the remuneration committee’s tasks include preparing the Board's
resolutions in remuneration-related matters. This includes any resolutions
to derogate from the guidelines.

Deviations made to the remuneration guidelines for senior executivesin
2019 are presented in Note 33.
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Sustainability

In 2019 Tele2? has seen an increase in both the interest and demands on
how Tele2 works with sustainability, from several stakeholders. Customers,
investors, employees and other stakeholders are taking a more active inter-
est in how Tele2 works to become a more sustainable business. Tele2 sees
sustainability as a strong foundation for its operations and has the ambition
tolead in sustainability.

This approach is what determines how Tele2 engages with environ-
mental, social and governance topics. Tele2’s sustainability strategy has five
focus areas, which are:
¢ Child protection
e Diversity andinclusion
e Ethicsand compliance
e Environment
e Privacy and integrity

Sustainability targets were included in the executive short term incentive
remuneration during 2019. These targets totalled 31, spread across the five
focus areas. For each focus area Tele2 has also set long term goals. In the
important external ratings that we use to benchmark our performance, this
has had a positive effect. Tele2 was pleased to receive the 35th place glob-
ally in the Equileap Gender Equality Global Ranking in October, to maintain
our AAA rating by MSCI, and to remain a FTSE4Good constituent.

Statutory sustainability report

Tele2? has prepared a sustainability report in accordance with the Global
Reporting Initiative (GRI) guidelines. The sustainability report has been pre-
pared in accordance with disclosure requirements set out in the Swedish
Annual Accounts Act chapter 6 paragraph 11. The scope and content of the
sustainability report is defined in connection to the GRI content index in
the sustainability report. The report is available on Tele2.com in PDF format.

Critical GRI Standards indicators

The eight indicators that are considered to be the most relevant for Tele2's
stakeholders are presented below. These indicators are based on an inde-
pendent reporting framework developed by the Global Reporting Initiative
(GRI). The full GRI Index with all indicators material to Tele2’s business are
presented in the Sustainability Report.

Confirmed incidents of corruption and actions taken (GRI 205-3)

Tele2 had no incidents of corruption? reported, no incidents in which
employees were dismissed or disciplined for corruption reported, and no
incidents when contracts with business partners were terminated or not
renewed due to violations related to corruption reported, during the year,
nor the previous year?. Furthermore, there have not been any public legal
cases regarding corruption brought against Tele2 or its employees reported
during the year, nor the previous year.

Legal actions for anti-competitive behavior, anti-trust, and monopoly
practices (GRI 206-1)

Zero (2018: one) legal actions pending or completed were identified during
the reporting period regarding anti-competitive behavior and violations
of anti-trust and monopoly legislation in which the organization has been
identified as a participant.

Non-compliance with environmental laws and regulations (GRI 307-1)

No significant fines and non-monetary sanctions®for non-compliance with
environmental laws or regulations have been reported during the year, nor
the previous year.

Diversity of governance bodies and employees (GRI 405-1)
Gender distribution within the organization’s governance bodies and
among employees is presented in Note 33.

Incidents of non-compliance concerning the health and safety impacts of
products and services (GRI 416-2)

Tele2 has had one (2018: one) reported incident of non-compliance with
regulations and/or voluntary codes concerning the health and safety
impacts of products and services.

The incident occurred in Kazakhstan. It concerned the operation of a
base station without the correct permit. This resulted in a non-significant
fine (approximately 3 800 SEK). The necessary permit was acquired shortly
after.

"Tele2 does not report on fraud committed against the company under this indicator. Attempts to defraud telecommunications companies through their services are common, and Tele2 has
adequate measures in place to mitigate those attempts. Reporting figures on telecommunications fraud would create a skewed perspective and distract from more material cases of corruption

if they would occur.

2|n 2019 Tele2 Latvia discovered two cases in which employees tried to defraud the company. In one case a store employee fraudulently acquired devices, and stole 3 devices. In the other case a store
employee stole money by tampering with money collection documentation. This has resulted in a review of procedures to prevent this happening again. Tele2 dismissed the employees involved.

3Significant fines and non-monetary sanctions are defined by Tele2 as exceeding EUR 250,000.
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Incidents of non-compliance concerning marketing communications

(GRI 417-3)

Tele2 has had zero (2018: four) incidents of non-compliance with regula-
tions or voluntary codes concerning marketing communication, including
advertising, promotions, and sponsorship, during the year. Of these inci-
dents, zero (2018: two) resulted in a fine or penalty.

Substantiated complaints concerning breaches of customer privacy and
losses of customer data (GRI 418-1)

Reported substantiated complaints received during the year, concerning
breaches of customer privacy, from outside parties and substantiated by
Tele2 or from regulatory bodies, as well as reported identified leaks, thefts or
losses of customer data discovered by Tele2, are stated below.

The reason for the increase of complaints in Sweden is most likely based on
one or more of the following factors:

2019

Ageneralincreased awareness regarding protection of personal datain
connection with the implementation of GDPR

Tele2 GDPR awareness training for all employees (started in 2018)

A dedicated Data Privacy Officer who has, and is still running GDPR
related topics within Tele2

The increase of complaints in Sweden has not been found to be due to the
integration of Com Hem.

Compliance with laws and regulations in the social and economic area

(GRI 419-1)

No significant fines and non-monetary sanctions for non-compliance with
laws and/or regulations in the social and economic area have been reported
during the year and during the last year.

2018

Total number of substantiated
complaints received concerning breaches

Total number of substantiated
complaints received concerning breaches

of customer privacy of customer privacy Breaches of
From outside From Breaches of customer From outside From customer privacy
parties and regulatory privacy discovered parties and regulatory discovered
Country substantiated by Tele2 bodies by Tele2 substantiated by Tele2 bodies by Tele2
Sweden 11 = - 2 - 1
Lithuania 1 = - 5 - -
Latvia 1 - - - - -
Estonia 1 - - 2 - -
Croatia = 2 - - - -
Germany = = - - - 1
Kazakhstan? - - - - - 1
Netherlands? - - - 15 1 -
Total 14 2 - 24 1 3

" Reporting until June 30,2019 due to divestment
2 Divested January 2,2019
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Governance report

Introduction

The Corporate Governance Report is prepared in accordance with the  years Corporate Governance Reports and other corporate governance
Swedish Annual Accounts Act and the provisions of the Swedish Corporate  documents (which were published separately from the Annual Report) are
Governance Code. Listing information is presented on Page 9. Previous  available on the corporate website, www.tele2.com.

The Code is based on the principle of comply or explain, which means that companies can deviate from single rules in the Code, provided that they offer
an explanation for the deviation. Tele2 deviates from the Code in the following respect:

Reference from the Code Deviation and explanation
2.4 — Neither the company chair nor any other member of the board may chair the Georgi Ganev was, up until the 2019 AGM, Chairman of the Company’s Board of Direc-
nomination committee. tors as well as Chairman of the Nomination Committee. He has thereafter been Board

member and Chairman of the Nomination Committee for the 2020 AGM. This consti-
tuted a deviation of the Swedish Corporate Governance Code. The other members of
the Nomination Committee explained its appointment of Georgi Ganev as Chairman
of the Nomination Committee as being in Tele2’s and its shareholders’ best interests
and a natural consequence of Georgi Ganev having been appointed by Tele2’s largest
shareholder, Kinnevik. The deviation has been addressed with the appointment of
Carla Smits-Nusteling as Chairman of the Board at the 2019 AGM and Andrew Barron
as Deputy Chairman of the Board at the constitutional Board meeting following the
2019 AGM.

Overview of corporate governance at Tele2

Sound corporate governance at Tele2 means the establishment of an appropriate framework for decision making, assignment of responsibility and the
implementation of transparent reporting that supports the understanding and monitoring of the development of the company. Tele2’s overall corporate
governance framework can be visualised as below:

Tele2’s governance structure

Proposals
forBoard
Election and Auditor

Nomination Committee

External Auditors Shareholders AGM

. Evaluation
Election
Reporting
Charters . .
. Auditand Remuneration
Board of Directors Committees
Reports

Strategies &

Plans Execute strategies & plans and report progress

President and CEO Reporting Leadership Team &

Second Line functions

Internal Steering
Documents Reporting Reporting

Business Units
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General Meetings and Nomination Committee

Annual General Meeting

The 2019 Annual General Meeting ("AGM”) was held on May 6, 2019. At the
meeting, 915 shareholders were in attendance, personally or by proxy, rep-
resenting 65 percent of the votes. Wilhelm LUning, an external lawyer was
elected Chairman of the meeting. Noted as present were the Chairman of
the Board, Georgi Ganev (also Chairman of the Nomination Committee), the
Board members, Eamonn O “Hare, Andrew Barron, Sofia Arhall Bergendorff,
Anders Bjorkman, Cynthia Gordon, Eva Lindqvist, Lars-Ake Norling and
Carla Smits-Nusteling, the President and CEO Anders Nilsson, CFO Mikael
Larsson, General Counsel Stefan Backman and the auditor-in-charge
Pontus Palsson.

The following significant resolutions were adopted by the AGM:

e Approval of the Annual Report for 2018 and resolution on ordinary divi-
dend of SEK 4,40 per share in two equalinstallments. The record date for
thefirstdividend was decided as May 8,2019 and the second as October
2,2019. The dividend was paid out to the shareholders on May 13, 2019
and October 7,2019 respectively;

e Discharge the directors of the Board and the CEO from liability for the
financial year 2018;

e Approval of remuneration to the Board and auditor and procedures for
the Nomination Committee;

* Re-election of Andrew Barron, Anders Bjérkman, Georgi Ganev, Cynthia
Gordon, Lars-Ake Norling, Eva Lindqvist and Carla Smits-Nusteling
as directors of the Board and election of Carla Smits-Nusteling as
Chairman of the Board;

e Re-election of Deloitte as auditor until close of the 2020 AGM with
Pontus Palsson continuing as auditor-in-charge;

e Approval of guidelines for the remuneration to senior executives as well
as the principles and scope for Tele2's long term share related incentive
program 2019, including authorizations for the Board to resolve on a
new issue of not more than 2,040,000 Class C shares and to repurchase
all Class C shares in the company in order to transfer such shares to the
participantsin Tele2's long termincentive plans, of which 2,100,000 can
be transferred to the participants under the 2019 LTI; and

e Authorize the Board to pass a resolution on one or more occasions for
the period up until the next Annual General Meeting to repurchase so
many Class A and/or Class B shares that Tele2’s holding does not at any
time exceed 10 per cent of the total number of issued Tele2 shares.

Extraordinary General Meeting
The Extraordinary General Meeting (‘EGM”) was held on August 22,2019. At
the meeting, 769 shareholders were in attendance, personally or by proxy,
representing 62 percent of the votes. Charlotte Levin, an external lawyer
was elected Chairman of the meeting. Noted as present were the Chairman
of the Board, Carla Smits-Nusteling, the Board Members Anders Bjérkman,
Eva Lindqvist, Lars-Ake Norling and Cynthia Gordon, President and CEO
Anders Nilsson, CFO Mikael Larsson and General Counsel Stefan Backman.

The meeting resolved on an extraordinary dividend of SEK 6 per share.
The record date was decided as August 26, 2019 and the dividend was paid
out to the shareholders on August 29, 2019.

The minutes of the AGM and EGM are available on Tele2’s corporate
website, www.tele2.com.

Nomination Committee for the 2019 AGM

For the 2019 AGM, the Nomination Committee, consisted of; Georgi Ganev
appointed by Kinnevik AB; John Hernander appointed by Nordea Investment
Funds and Hans Ek appointed by SEB Investment Management AB. The
Committee held three (3) meetings between the 2018 EGM and 2019 AGM,
with additional internal discussions and interviews with Board members.

The Committee’s work primarily focused on the continued development
of the overall Board composition as well as on ensuring an orderly Chairman
succession planning, with the overall aim to normalize the size of the Board
as the Committee had advised the 2018 EGM. In its assessment of the
degree to which the proposed Board met the requirement placed on it, the
Nomination Committee reviewed the Board members’ ability to devote the
necessary time and commitment required, as well as the balance and diver-
sity of contributions of experiences from different areas and geographic
regions of the broader digital communications industry.

The Committee also had the benefit of a formal evaluation of the Board
and its individual members. In its work, the Nomination Committee applied
rule 4.1 of the Swedish Corporate Governance Code as its diversity policy.
Accordingly, the Committee gave particular consideration to the impor-
tance of an increased diversity on the Board, including gender, age and
nationality, as well as depth of experiences, professional backgrounds and
business disciplines. The Committee believed the composition of the Board
to be fit-for-purpose in respect of the various dimensions of diversity, and
will continue to pursue a high degree of diversity and gender balance in its
efforts to compose the most capable Board.

The Committee submitted proposals to the 2019 AGM for the election
of the Board and auditor, and their remuneration, Chairman of the AGM and
the procedure for the Nomination Committee.

No compensation has been paid by Tele2 to any member of the
Nomination Committee for their work.

Nomination Committee for the 2020 AGM

In accordance with the resolution of the 2019 AGM, Georgi Ganey, as
representative for Kinnevik AB, has convened a Nomination Committee
consisting of members appointed by the largest shareholders in terms of
voting interest in Tele2 AB as of December 31, 2019. The members of the
Nomination Committee for the 2020 AGM are shown in the table below:

Name Representing Share of votes
Georgi Ganev (Chairman) Kinnevik AB 42.0%
John Hernander Nordea Funds 1.6%
Jan Dworsky Swedbank Robur Funds 1.6%
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The Board

According to Tele2’s Articles of Association, the Board shall consist of at
least five and a maximum of nine members, to be elected by the AGM. The
Articles of Association of Tele2 are available on the corporate website, www.
tele2.com.

Atthe 2019 AGM, Tele2’s shareholders re-elected Carla Smits-Nusteling,
Anders Bjorkman, Georgi Ganev, Cynthia Gordon, Eva Lindgvist, Andrew
Barron and Lars-Ake Norling as directors of the Board. Sofia Arhall
Bergendorff and Eamonn O “Hare left the Board as they declined re-elec-
tion. Furthermore, Carla Smits-Nusteling was elected as Chairman of the
Board. At the constitutional board meeting following the 2019 AGM, the
Board elected Andrew Barron as Deputy Chairman of the Board.

The President and CEO, CFO and General Counsel/Company Secretary
also attend the Board meetings except for when their own work is being
evaluated. Other employees participate in the Board meetings to discuss
specific matters, or as required by the Board.

Independence of the Board

The Board’s assessment regarding each member’s position of indepen-
dence in relation to the company, its shareholders and the management is
mentioned in the Board member profiles on Pages 6-7. None of the Board
members are part of the senior management of the company, nor are they
union representatives. Three of the total seven Board members as at end of
2019 were women.

Tele2 meets the Code’s requirement that the majority of the members
be independent in relation to the company and its executive management.
Five of the total seven Board members as at the end of 2019 are indepen-
dent of the company, its executive management and, additionally, its major
shareholders.

The Board’s responsibility and work procedures

The Board’s work procedures are established every year and govern the
organization of the Board’s duties and its meetings, as well as written
instructions for the Board’s work and evaluation of its performance.
Furthermore, the Board has issued “Instructions to the Managing Director”
to the President and CEO regarding his responsibilities towards the Board,
and to establish his authority to execute the company’s management,
including any limitations thereto.

The Board:

e Oversees Tele2’s overall long-term strategies and goals,

e Approves budgets, business plans, financial reports, investment and
personnel proposals,

e Makes decisions regarding acquisitions and disposal of business
interests,

¢ Monitors the CEO's work and the company’s performance, and

e Evaluates the quality of the company’s internal control functions, risk
management and financial reports, and communicates with the com-
pany’s auditors directly and through regular reports from the Audit
Committee and the company’s CFO.

The Board’s work in 2019

During the 2019 financial year, the Board convened five (5) times in

Stockholm. In addition, six (6) per capsulam meetings and four (4) telephone

conference meetings were held.

Below is a summary of the main topics handled by the Board during 2019:

e Appointment of key personnel,

e Review and approval of financial reports,

¢ Review and follow-up of internal controls, risk management and corpo-
rate governance,

e Treasury matters,

o Corporate responsibility matters, including data privacy, corruption risks
and ethical business practices,

e Human resources matters, including talent management, succession
planning and remuneration guidelines,

e Strategy review, including review of growth opportunities, product port-
folio, business model challenges and marketing strategies,

e Several matters regarding acquisition and divestment opportunities,
including the divestment of Tele2 " s equity shares in Tele2 Kazakhstan
and Tele2 Croatia,

e Progress of integration between Com Hem and Tele2 Sweden, including
realization of revenue and cost synergies,

¢ Review of the budget for 2020 and strategic plan for 2020-22,

e Evaluation of the Board and the CEO,

e Auditors’ reports.

Attendance of Board members

Name Board Audit Remuneration
meetings  Committee ~ Committee
Number of meetings, including telephone
and per capsulam meetings 15 8 4
Carla Smits-Nusteling 15/15 8/8 -
Sofia Arhall Bergendorff) 6/6 - -
Anders Bjérkman 15/15 - 4/4
Georgi Ganev? 15/15 3/3 4/4
Cynthia Gordon® 15/15 5/5
Lars-Ake Norling 15/15 8/8 4/4
Andrew Barron 15/15 - 4/4
Eamonn O'Hare? 5/6 - -
Eva Lindqvist 14/15 8/8 -

V Leftthe Board at the AGM 2019
2 Leftthe AC after the AGM 2019. Attended all 3 meetings before the AGM
3 Joined the AC after the AGM 2019. Attended all 5 meetings after the AGM

The Board members are all compensated for their Board work inaccordance
with the resolution passed at the AGM. Details of compensation are shown
in Note 33. In addition, Board members are reimbursed traveling expenses
for Board work, according to submitted receipts. There is no outstanding
share or share price related incentive program for the Board.

Annvual Evaluation of the Board
The Chairman of the Board ensures that an annual self-assessment of the
Board's work is performed, where the Board members are given the oppor-
tunity to share their views on working methods, Board material, their own
and other Board members work, as well as the scope of their assignment. In
2019 aninternal self-assessment was performed.

The Board also receives reports from the Audit and Remuneration
Committees and evaluates their work. The evaluation is presented to the
Nomination Committee.
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Committees and auditor

In order to carry out its work more effectively, the Board has appointed
members for a Remuneration Committee and an Audit Committee with
special tasks. These Committees are the Board’s preparatory bodies and
do not reduce the Board's overall and joint responsibility for the handling
of the company and the decisions made.

Furthermore, where needed, the Board appoints members to form
preparatory working groups on topics of special interest, such as a capital
structure committee working with questions on shareholder
remuneration and capital structure.

Audit Committee
The Audit Committee has the primary task of assisting the Board in its
supervision and review of the internal and external audit processes, and
reviewing and ensuring the quality of the company’s external financial
reporting. Furthermore, the Audit Committee supervises the internal control
functions of the company.
When performing its work, the Audit Committee is guided by a written
charter and instructions that the Board has determined, as well as the
provisions contained in the Code. The Board has delegated the following
decision making powers to the Audit Committee:
¢ Theright to establish procedures for accounting, internal control and
auditing,

e Therightto determine the procedure for receiving and managing com-
plaints received by the company with regard to accounting, internal
control or auditissues.

At the statutory Board Meeting following the 2019 AGM, the Board
appointed Eva Lindqyvist as the Chairman of the Audit Committee, and
Carla Smits-Nusteling, Lars-Ake Norling and Cynthia Gordon as ordinary
members. Tele2 meets the independence requirements of the Code vis-a-
vis the Audit Committee, also mentioned in the Board member profiles on
Pages 6-7.

The Audit Committee usually meets in connection with Board meetings
or the publication of external financial reports. The Audit Committee has
met or participated through call four (4) times in 2019 to review, assess and
approve the release of the group’s financial results. The Committee also met
four (4) times in Stockholm in connection with the Board meetings. Also,
the Committee met through call one (1) time to discuss the conclusion of
the PCAOB audit for the year 2018. The President and CEO and the CFO
together with the General Counsel, Head of Internal Audit, Head of Financial
Planning and Reporting, Head of Investor Relations and the company’s
external auditors were also present at the meetings, as required. Other man-
agement representing Tax, I T, Sustainability and Security were also present
in part or some of the meetings.

In 2019, the primary matters dealt with by the Audit Committee were the
approval of financial reports, capital structure, tax, reports from the external
auditor including PCAOB audit, follow-up of internal audits and risk assess-
ments, corporate responsibility and compliance and information regarding
significant financial and control projects. The Audit Committee, through its
Chairman, also meets with the external auditor independently to exchange
views regarding the company’s accounting and control environment. The
results of the Audit Committee’s work in the form of observations, recom-
mendations and proposed decisions and measures are reported regularly
to the Board of Directors.

Remuneration Committee

The Remuneration Committee’s main work includes presenting recommen-
dations to the Board regarding remuneration and terms of employment for
executive management. These recommendations and guidelines regard-
ing remuneration for executive management are also submitted to the
President and CEO. The recommendations, including recommendations
for long-term incentive programs, are submitted by the Board to the AGM
for adoption.

Following their adoption at the AGM, the Board applies the remuneration
guidelines.

When performing its work, the Remuneration Committee is guided by a
written charter and instructions that the Board has determined.

The Board appoints the members and the Chairman of the Remuneration
Committee. At the statutory Board meeting following the 2019 AGM,
Andrew Barron was appointed Chairman of the Remuneration Committee
and Anders Bjérkman and Lars-Ake Norling were appointed members of
the Committee.

During 2019, the Remuneration Committee held four (4) meetings.

Refer to Note 33 for information regarding remuneration to senior
executives.

Auditor

At the AGM 2019, the audit firm Deloitte AB, Sweden, was elected exter-
nal auditor until the AGM 2020 in compliance with the proposal from the
Nomination Committee. Pontus Palsson is the auditor in charge. He is an
authorized public accountant and partner at Deloitte responsible for audit
quality in Deloitte’s Nordic organization. In addition to his assignment at
Tele2, he is amongst others, part of the audit teams for Atlas Copco and
Boliden.

During 2019, Deloitte performed services for Tele2 besides the ordinary
auditassignments, for example with regard to comfort letters. All non-audit
services performed by the auditor are approved by the Audit Committee.
Refer to Note 34 for information regarding fee to the auditors.
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Internal control over financial reporting

Theinternal controls over Tele2’s financial reporting aims to provide reason-
able assurance of the reliability of internal and external financial reporting,
and to ensure that external financial reporting is prepared in accordance
with legislation, applicable accounting standards and other requirements
for listed companies.

Tele2’s system for internal controls and risk management is based on
the “Internal Control — Integrated Framework” issued by the Committee of
Sponsoring Organizations of the Treadway Commission, also referred to
as “the COSO model”. This section reproduces the key elements of Tele2’s
application of this model and how it assists the Board and the Leadership
Team in providing assurance over the financial reporting as well as opera-
tional, compliance and strategic objectives.
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Control environment

The Board of Directors bears overall responsibility for internal controls
related to financial reporting. As a result, the Board has established a written
work plan, “Work and delegation procedures for the Board of Directors of
Tele2 AB”, that clarifies its responsibilities and regulates the Board’s and
its committees’ internal distribution of work. Furthermore, the Board has
appointed an Audit Committee with a written charter, the primary task of
which is to ensure that established principles for financial reporting and
internal controls are adhered to and that appropriate relations are main-
tained with the company’s auditors. Results of internal and external audits,

Sweden

which are reported to the Audit Committee, as well as management’s
reporting on risks and incidents forms the basis for the Board's evaluation of
the internal controls over financial reporting.

Responsibilities for maintaining Internal Control over Financial
Reporting

The Tele2 Group and its geographical footprint has undergone significant
change during the past two years. After the merger of its Swedish operations
with Com Hem, the Swedish market is approximately 80% of the total Tele2
Group. Due to this, the governance responsibilities towards maintaining
Internal Control over Financial reporting has also been restructured during
2019.

The responsibility for maintaining an effective control environment and
ongoing work on internal controls has been assigned to the President and
Group CEO and documented in the “Instructions to the Managing Director
of Tele2 AB”. The President and Group CEQ has, in turn, allocated responsi-
bility for maintaining internal controls to the Tele2 Group Leadership team
and hisdirectreports. Thisis explained in the table at the bottom of the page.

Control environment, Tele2 values and the Tele2 Code of Conduct

The overall control environment in Tele2 (including that over its financial
reporting) is much influenced by our common values which are reflected
in all parts of our business, from trainings for new employees to developing
corporate strategy. There are also control activities in place to ensure that
the values are, not only known by employees and managers, but also that
we act in accordance with them, i.e. that we “walk the talk”. All employees
are evaluated against these common values and managers are required to
conduct training on “The Tele2 Way” in order to discuss and gain greater
insight into the company’s values and practices. Another key aspect of the
overall control environment is the Executive Management’s enforcement
of the Tele2 Code of Conduct and, as part of this, the four-eyes principle,
which means that important decisions and contracts signed on behalf of
Tele2 should always be made by at least two persons. The Code of Conduct
is signed by allemployees uponjoining Tele2 and then reconfirmed annually.
All employees are accountable for compliance with the code of conduct.
When entering into a contractual arrangement with Tele2, suppliers and
other business partners also need to give their assurance regarding com-
pliance with Tele2’s standards by signing Tele2’s Business Partner Code of
Conduct. The Code of Conduct is available on the company’s intranet and
on Tele2’s corporate website www.tele2.com.

Rest of Tele2 Group

— The President and Group CEO and his Leadership team based out of the Swedish operations
are responsible for ensuring internal controls over all COSO related objectives.

— The Swedish finance organization led by the Group CFO has the specific responsibilities for
ensuring correct and timely financial reporting through functions such as Financial Planning
and Reporting, Accounting and Financial Control, Business Control, Corporate Finance and
M&A and Investor Relations.

— Other departments belonging to the Swedish organization that vital to maintaining a sound
control environment are for example Legal and Regulatory, Security, Purchasing, Corporate
Responsibility and People & Change (HR).

— Each of these departments are also responsible for maintaining internal control for the whole
Tele2 Group by issuing group wide policies (including the group wide Code of Conduct),
procedures, Financial Manuals etc. and following up on related issues.

— A combination of Group management being responsible for internal control over the Swedish
market and also assuming the responsibility of defining and monitoring adherence to group
policies, results in the merging of the 1st and 2nd lines of defences for the Swedish operations.

— CEOs of local operations and their line managers are responsible for
ensuring internal controls over all COSO related objectives pertaining to
their respective markets, with their local finance organizations having
the specific responsibilities for ensuring correct and timely financial
reporting, thereby assuming the role of the 1st line of defence.

Ist line of
defence

2nd line of
defence

— The Swedish finance organization and other departments, that are
responsible for issuing group wide policies and procedures for
maintenance of internal control require adherence to these policies and
procedures from the local country operations and hence assumes the
role of the 2nd line of defence.

3rd line of
defence

Independently of area of responsibility, be it geographic or corporate, Tele2’s Internal Audit function is responsible for evaluating the operations of the company to
evaluate and identify any shortcomings in internal controls over financial reporting as well as in other areas. Significant findings are reported to the Board of Directors
through the Audit Committee.
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Risk assessment

Tele2’s operational risk management is integrated into the financial report-
ing and operational processes to ensure accountability, effectiveness,
efficiency, business continuity and compliance with corporate governance,
legaland other requirements. First and second “line of defence”is inherently
responsible for the risk identification and risk mitigation related to their
respective market or corporate area for financial reporting and other oper-
ational processes. On top of this, Internal Audit performs a risk assessment
for each market and function (including financial reporting) which forms the
basis for the annual internal audit plan. This risk assessment considers the
fact that there is risk both from how we operate and from where we operate,
asillustrated in the Risk Universe below.

Tele2 Risk Universe
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Billing Sales IT
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Other inputs to this risk assessment and the internal audit plan include
results of prior audits, known incidents and reporting issues, external risk
benchmarks and external assessments of countries’ general corruption
levels, etc. The internal audit plan is reviewed and approved by the Board
through the Audit Committee.

Information and communication

Corporate policies and procedures are available for employees on the com-
pany’s intranet or directly through the relevant central function. Manuals
and guidelines of significance to financial reporting are regularly updated
and continuously communicated to the employees concerned. Monthly
closings follow a pre-defined process and are preceded by monthly meet-
ings with all senior finance managers. Feedback is also provided to the
reporting subsidiaries regarding their financial reporting processes. The
company management reports regularly to the Audit Committee and the
Board according to established procedures.

Controls such as IT and access security,change management and mon-
itoring of systems performance and interfaces for IT systems supporting
the financial reporting are of high importance for the internal controls over
financial reporting. Requirements related to these areas are described in
policies and standards. Compliance to these requirements are followed up
on a continuous basis.

Control activities

For Sweden, the President and CEO with his Leadership Team bear the
responsibility for the implementation of control activities in compliance
with central policies and governance documents (including the Financial
Manual), as well as for managing any further risks that they may identify.
Thisincludes controlsin the financial reporting processes as well as controls
in other processes which could be expected to impact financial reporting.
These controls comprise a mix of detailed controls at transaction level and
analyses based on aggregated data.

For the rest of the Tele2 Group, similar responsibility lies with the country
CEOs and their line managements.

In conjunction with monthly consolidation and reporting to manage-
ment, Financial Planning and Reporting also performs a review of the figures
reported.

The Audit Committee reviews every interim and annual report prior to
publication. The company’s financial reporting procedures are also evalu-
ated regularly.

Monitoring

Monitoring means ensuring that the control activities described and
referred to in the previous section are appropriate and performed as
intended. This follow-up is performed at various levels within the company.

Follow-up within the Swedish operations

Due to the merge of the first and second line defences, the President and
CEO with his Leadership team are responsible for follow up on controls and
compliance with the company’s policies and governance documents. Where
needed, this is performed through reviews with the help of experts in the
respective areas. For example, the Security organization identifies risk of
fraud and the Purchasing organization together with the Legal department
follows up on the application of Tele2’s Code of Conduct for business part-
ners, and the controlling functions led by the Group CFO clarify and follow
up on matters related to financial reporting and instructions in the Financial
Manual.

Follow-up within the rest of the Tele2 Group
The 1st line of defence, the line managers in the markets follow up on con-
trols in their respective areas with the help of their own staff.

In addition, compliance with the company’s policies and governance
documents are followed up by the Swedish functions (in their role as a 2nd
line of defence) such as legal, security and finance (including financial
reporting, clarification and adherence to the Financial Manual through
regular interactions between finance teams of countries and the Swedish
Financial Planning and Reporting team).

Follow-up assisted by Internal Audit

Independently of line responsibilities and without any limitation by area of
responsibility, Internal Audit follows up compliance with Tele2’s rules and
control activities through the performance of internal audits and other
activities. The internal audits naturally also take into account the risk of
errorsin the financial reporting and are intended to ensure compliance with
the Financial Manual, particularly when reviewing the account closing pro-
cess. Significant risks and issues noted by Internal Audit are communicated
to both the Audit Committee and to the relevant corporate functions for
the purpose of not only correcting errors, but also enhancing or clarifying
policies and other governance documents, and thereby reducing the risk
of future errors. During 2019, around 500 man days of internal audit were
performed.
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Financial statements — Group

Consolidated income statement

SEK million Note 2019 2018
Revenue 3,4 27,659 21,775
Costofservicesprovidedandequipmentsold S e T16596 712365
Gross profit 11,063 9,410
Selling expenses 5 —4,293 -3,614
Administrative expenses 5 -2,665 -2229
Result from shares in joint ventures and associated companies 16 -97 9
Other operating income 6 297 185
Otheroperating €xpenses L T281 .TAT0
Operating profit 4,5 4,024 3,291
Interestincome 8 29 15
Interest expenses 9 —483 -323
Oher AN a S e 0 0T
Profit after financial items 3,579 2,919
Income tax 11 -978 -1811
Net profit, continuing operations 2,601 1,108
Net profit/loss, discontinued operations 36 2,533 -116
Net profit, total operations 4 5,134 992

Continuing operations
Attributable to:

Equityholdersof the parentcompany 2601 1108
Net profit, continuing operations 2,601 1,108
Earnings per share (SEK) 25 3.78 2.09
Earnings per share, after dilution (SEK) 25 377 2.07
Total operations

Attributable to:

Equity holders of the parent company 5,004 854
P .1 L5 138
Net profit, total operations 5,134 992
Earnings per share (SEK) 25 7.28 161
Earnings per share, after dilution (SEK) 25 7.24 1.60
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Consolidated comprehensive income

Total operations Note 2019 2018
SEK million

NET PROFIT 5,134 992
Components not to be reclassified to net profit

Pensions, actuarial gains/losses 33 -104 -39
Pensions, actuarial gains/losses, tax effect 11 22 8
Components not to be reclassified to net profit -82 -31

Components that may be reclassified to net profit

Translation differences in foreign operations 197 659
Tax effect on above 11 -29 -74
Reversed cumulative translation differences from divested companies 36 -247 —
Tax effect on above 36 -168 —
Translation differences inassociated companies 16 . L350
Translation differences -98 586
Hedge of net investments in foreign operations -51 -156
Tax effect on above 11 11 34
Reversed cumulative hedge from divested companies 36 721 —
o O O B0y ettt eee et eeetee e st eesseee s s e ene st st ene st enesese s tneteneseneaessneseneaes S 0 -
Hedge of netinvestments 512 -121
Exchange rate differences 414 464
Profit arising on changes in fair value of hedging instruments 2 29 -16
Reclassified cumulative profit/loss to income statement 2 -14 70
Tax effect on cash flow hedges 11 1 -16
Cash flow hedges 16 38
Components that may be reclassified to net profit 429 502
OTHER COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX 347 471
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 5,482 1,463

Attributable to:

Equity holders of the parent company 5,502 1321
Non-controlling interests -21 142
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 5,482 1,463
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Consolidated balance sheet

SEK million Note Dec 31,2019 Dec 31,2018
ASSETS

Goodwill 12 29,744 30,158
O g e BSOS ettt 12 . 18897 ... 19,604
Intangible assets 48,140 49,763
Machinery and technical plant 13 6,791 8,102
T NG Dl At e 18 22091090
Tangible assets 7,900 9,192
Right-of-use assets 14 5713 —
Shares injoint ventures and associated companies 16 6,983 13
Other financial assets 17 756 1015
Capitalized contract costs 18 374 374
Deferred tax assets 11 330 367
Non-current assets 70,197 60,723
Inventories 19 710 670
Accounts receivable 20 2,032 2,509
Other current receivables 21 1911 2,413
Prepaidexpensesand accrued income e 22 .ty 1908
Current receivables 5,715 6,824
Currentinvestments 23 0 2
Cash and cash equivalents 24 448 404
Current assets 6,874 7,901
Assets classified as held for sale 15,36 2,713 14,020
TOTAL ASSETS 4 79,784 82,644
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Consolidated balance sheet

SEK million Note Dec 31,2019 Dec 31,2018
EQUITY AND LIABILITIES

Share capital 25 863 863
Other paid-in capital 27,378 27,378
Reserves 3,098 2,517
RetaINed NG e OA05 8576
Attributable to equity holders of the parent company 34,805 36,334
Non-controlling interests 25 — 28
Equity 34,805 36,362
Liabilities to financial institutions and similar liabilities 26 21,572 21,664
Lease liabilities 31 4,501 15
Provisions 27 1,543 1471
Otherinterest-bearing labilities e 26 135 89.
Interest-bearing liabilities 27,752 23,238
Deferred tax liability 11 4,360 4,202
Othernon-interest-bearing liabilities 2 — I 2,
Non-interest-bearing liabilities 4,360 4,204
Non-current liabilities 32,112 27,443
Liabilities to financial institutions and similar liabilities 26 3,326 6,406
Lease liabilities 31 1,142 2
Provisions 27 230 224
Otherinterest-bearingUBbIIIEs et eeeteeeteeesee e st teesteesseee st ses s sene s ne s s senesene 26 . 132
Interest-bearing liabilities 5,066 6,763
Accounts payable 26 1671 3,004
Current tax liabilities 422 347
Other current liabilities 26 781 689
Accrued expenses and deferred income 28 3,505 4,048
Non-interest-bearing liabilities 6,379 8,088
Current liabilities 11,445 14,851
Liabilities directly associated with assets classified as held for sale 15,36 1,421 3,988
TOTAL EQUITY AND LIABILITIES 4 79,784 82,644
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Consolidated cash flow statement

Total operations Note 2019 2018
SEK million

Operating activities

Net profit 5,134 992
Adjustments for non-cash items in net profit

- Depreciation/amortization and impairment 5 6,208 3,893
- Result from shares in joint ventures and associated companies 16 97 -9
- Gain/loss on sale of tangible assets 7 97
- Gain/loss on sale of operations -1,853 -47
- Incentive program 102 43
- Financial items 32 217 120
- Income tax 32 128 -14
- Dividend from associated companies 0 17
- Deferred tax expense -146 1,192
Changes in working capital

- Inventories 19 -97 -8
- Accounts receivable 170 -258
- Other current receivables 161 340
- Other financial assets 346 -376
- Capitalized contract costs -36 73
- Prepaid expenses and accrued income -189 -10
- Accounts payable -213 -350
- Accrued expenses and deferred income -388 -162
- Other current liabilities 28 -450
- Provisions 38 78
Cashflow fromoperating activites 9716 5160
Investing activities

Acquisition of intangible assets -1932 -936
Sale of intangible assets 1 12
Acquisition of tangible assets -1,678 -2,488
Sale of tangible assets 2 9
Acquisition of shares in group companies 15 — -6,400
Sale of shares in group companies 15 4,323 —
Capital contribution to/repayment from associated companies 15 =1 -6
Cashflow frominvesting activites ey -9.809
Financing activities

Proceeds from credit institutions and similar liabilities 26 1867 17,627
Repayment of loans from credit institutions and similar liabilities 26 -5321 -11,369
Amortization of lease liabilities 31 -1,269 -0
Proceeds from other interest-bearing lending 26 2,114 —
Repayment of other interest-bearing lending 26 -1,049 -19
Dividends paid 25 -7,153 -2,013
Cashflow from financing activites -10811 4225
Net change in cash and cash equivalents -392 -424
Cash and cash equivalents at beginning of the year 24 404 802
Exchange rate differences in cash and cash equivalents 24 436 26
Cash and cash equivalents at end of the year 24 448 404

TELE2 ANNUAL REPORT 2019
41



FINANCIAL STATEMENTS — GROUP

Consolidated statements of changes in equity

Total operations Note Dec 31,2019
SEK million
Attributable to equity holders of the parent company :
Share Other paid-in Hedge Translation Retained Total Non- Total
capital capital reserve reserve earnings : cqntrolling equity
: interests :
Equity atJanuary 1 863 27,378 -734 3,252 5,576 36,334 28 36,362
Net profit — — — — 5004 | 5,004 131 5134
Other comprehensive income for the year, net of tax — — 527 54 -82 499 -152 347
Total comprehensive income for theyear - - - s27 54 49217 5502 - 21 5482
Other changes in equity : :
Share-based payments 33 — — — — 102 102 = 102
Share-based payments, tax effect 11,33 — — — — 19 19 = 19
Dividends 25 = = = = 7153  -7153 -1 -7153
Divestment of non-controlling interest 36 — — — — — — -7 -7
Equity at end of the year 863 27,378 -207 3,305 3,465 ! 34,805 - 34,805
Total operations Note Dec 31,2018
SEK million
Attributable to equity holders of the parent company :
Share Other paid-in Hedge Translation Retained Total Non- Total
capital capital reserve reserve earnings cqntrolling equity
! interests ;
Equity atJanuary 1 634 7,842 -651 2,670 6,709 17,203 -114 17,089
Net profit - - - - 854 | 854 138 992
Other comprehensive income for the year, net of tax — — -84 582 -31 467 4 471
Total comprehensive income for theyear - - - -84 582 823, 1320 142 1,463
Other changes in equity ; ;
Share-based payments 33 — — — — 43 43 — 43
Share-based payments, tax effect 11,33 — — — — 14 14 — 14
Proceeds from issuance of shares 25 229 19,537 - - — 19766 -1 19766
Dividends 25 — — - — 2013!  -2013 - 203
Equity at end of the year 863 27,378 -734 3,252 5,576 ; 36,334 28 36,362
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Notes

ACCOUNTING PRINCIPLES
AND OTHER INFORMATION

NOTE1

General

The consolidated financial statements are prepared in accordance
with International Financial Reporting Standards and interpretations of
the IFRS Interpretations Committee (IFRS IC) as endorsed by the EU at
the date of publication of this annual report. The Group also applies the
Swedish Financial Reporting Board recommendation RFR 1Supplementary
Accounting Rules for groups which specifies additional disclosures required
under the Swedish Annual Accounts Act.

The consolidated financial statements are prepared on the basis of
historical cost, apart from financial instruments which are normally car-
ried at amortized cost, with the exception of other non-current securities,
contingent considerations and derivatives which are carried at fair value.
Unless otherwise specified, all amounts are in millions of Swedish kronor
(SEK) or other currency specified and are based on the twelve-month period
January 1to December 31 for items related to comprehensive income and
cash flows, and as of December 31 for items related to financial position.
Rounding differences occur.

To more properly reflect the underlying performance of the business,
Tele2's measure of segment profit/loss has changed from adjusted EBITDA
to underlying EBITDA. The change is a somewhat increased scope of
items affecting comparability to make the underlying EBITDA clearer and
made retroactively, please refer to Note 4. From 2020 Tele2 will change the
measure of segment profit/loss to underlying EBITDAaL, please refer to the
section Non-IFRS measures for the definition.

To reflect the new organizational setup communicated on December
3,2019, Tele2 has adjusted its reporting structure and segment reporting.
Previous periods have been restated. This includes combining the Sweden
Consumer, the Sweden Business and the loT Segments into one segment,
please refer to Note 3 and 4. In connection with these changes, Tele2 has
also adjusted the classification of revenue in the new Sweden Segment
resulting in some revenue being reclassified from end-user service reve-
nue into equipment and wholesale revenue, please refer to Note 3. These
changes have no impact on total revenue and profitability for the Group.

Standards and interpretations applied for the first-time

The Group adopted the requirements of IFRS 16 Leases on January 1,
2019. Upon transition to IFRS 16, Tele2 has chosen to apply the modified
retrospective approach and not restate prior periods. The adoption of the
standard and the impact on Tele2’s consolidated financial statements are
presented in Note 35.

Tele2 has chosen early application of the changes to IFRS 9 prompted
by the future change of reference rates, Interest Rate Benchmark Reform
Amendments to IFRS 9,1AS 39, and IFRS 7. Thisamendment has not had any
effect on the financial statements.

Other amended standards and new IFRICs (Amendments to: IFRIC 23
Uncertainty over Income Tax Treatments, IFRS 9 Prepayment Features
with Negative Compensation, IAS 19 Plan Amendment, Curtailment or
Settlement, IAS 28 Long-term Interests in Associates and Joint Ventures
and Annual improvements to IFRSs 2015-2017 Cycle) which became
effective January 1, 2019, have had no material effect on the consolidated
financial statements or are not applicable for Tele2.

New and revised accounting standards not yet adopted
The following new and revised standards have been issued by the
International Accounting Standards Board (IASB) and endorsed by the EU

but are not yet adopted by Tele2 as the adoption is to be made in the coming
reporting periods:

Amendments to: References to the Conceptual Framework in IFRS
Standards, and IAS 1 and IAS 8 Definition of Material (effective for
annual periods beginning on or after January 1,2020)

IASB has also issued, which have not yet been endorsed by the EU:

IFRS 3 Business Combinations (effective for annual periods beginning
on or after January 1,2020),

IFRS 17 Insurance Contracts (effective for annual periods beginning on
or after January 1,2021),

Amendments to: IAS 1 Presentation of Financial Statements:
Classification of Liabilities as Current or Non-current (effective for
annual periods beginning on or after January 1,2022), and
Amendments to: IFRS 10 and IAS 28 Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture (postponed, no
decided effective date).

The new and revised standards are estimated to have no significant effect
for Tele2.

Consolidation

Subsidiaries

The consolidated financial statements include the parent company and
companies in which the parent company directly or indirectly holds more
than 50 percent of the voting rights or in any other way has control. All
intercompany balances and transactions have been eliminated. Control is
achieved when Tele2 is exposed, or has rights, to variable returns from its
involvement with an entity and has the ability to affect those returns through
its power over the entity.

The consolidated financial statements are prepared in accordance with
the acquisition method. This means that consolidated equity only includes
the subsidiary’s equity that has arisen after the acquisition and the consoli-
dated income statements only include earnings from the date of acquisition
until the date of divestment, if the subsidiary is sold. The Group's acquisition
value of the shares in subsidiaries, transferred consideration, consists of
the total of the fair value at the time of the acquisition of what was paid in
cash, incurred liabilities to former owners or emitted shares, the value of
the non-controlling interests in the acquired subsidiary and the fair value
of the previously owned share. Contingent consideration is included in the
transferred consideration and is reported at fair value at the time of the
acquisition. Subsequent effects from the revaluation of contingent consid-
eration are reported in the income statement. Acquired identifiable assets
and assumed liabilities are reported initially at fair value at the time of the
acquisition. Exemptions from this principle are made for acquired tax assets/
liabilities, employee benefits, share-based payment awards and assets held
for sale which are measured according to the principles described below for
each item.Exemptions are also made for indemnity assets, reacquired rights
and leasing arrangements. Indemnity rights are valued according to the
same principle as the indemnified item. Reacquired rights are valued based
onthe remaining contractual period even if other market participants would
consider the possibilities for contract renewal when doing the valuation.
Lease liabilities are measured at the present value of the remaining lease
payments as if the acquired leases were new leases at the acquisition date.
The right-of-use assets are measured at the same amount as the lease
liabilities, adjusted to reflect favorable or unfavorable terms of the leases
when compared with market terms. Reported goodwill is measured as
the difference between 1) the transferred consideration for the shares in
the subsidiary, the value of the non-controlling interests in the acquired
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subsidiary and the fair value of the previously owned share compared to 2)
the fair value of acquired assets and assumed liabilities. Acquisition related
expenses (transaction expenses) are recognized as cost in the period in
which they arise.

Non-controlling interest is reported at the time of the acquisition either
at its fair value or at its proportional share of the Group's reported value
of the acquired subsidiary’s identified assets and liabilities. The choice of
valuation method is made for each business combination. Subsequent profit
or loss and other comprehensive income that are related to the non-con-
trolling interests are allocated to the non-controlling interest even if it leads
to a negative value for the non-controlling interest.

The acquisition of a non-controlling interest is accounted for as a trans-
action between the equity holders of the parent company and the non-con-
trolling interest. The difference between the transferred consideration and
the proportional share of the acquired net assets is reported in equity. Thus
no goodwill arises in connection with such transactions.

When the Group loses control of a subsidiary, a gain or loss is calculated
as the difference between:

e Theaggregate of the fair value of the consideration received and the fair
value of any retained interests and

The previous carrying amount of the assets (including goodwill), and
liabilities and any non-controlling interests

Any gain or loss is recognized in profit or loss. All amounts previously rec-
ognized in other comprehensive income in relation to that subsidiary are
reclassified to profit or loss.

Joint arrangements

Joint arrangements are arrangements of which two or more parties have a
joint control. Joint arrangements are classified either as joint operation or
joint venture. Joint operations, usually structured through separate vehicles,
are joint arrangements in which Tele2 and one or more parties have rights
to substantially all of the economic benefits from the assets of the arrange-
ment. In addition, the liabilities incurred by the arrangement are satisfied
by the cash flows received from the parties through their purchases of the
output or capital contributions. Joint operations are reported according to
the proportional method at which Tele2 reports its part of assets, liabilities,
revenues and expenses and its share of joint assets, liabilities, revenues and
expenses line by line in the consolidated financial statements. Sales and
other transactions with joint operations are eliminated in the consolidated
financial statements. For Tele2, joint operations consists of jointly owned
companies, please refer to section Estimates andjudgements. Joint ventures
are arrangements where Tele2 has right to the net assets and are accounted
for under the equity method. This means that the Group's carrying amount
of the shares in the joint venture corresponds to the Group's share of equity
after application of the Group’s accounting principles as well as any residual
value of consolidated surplus values. The Group's share of the joint venture’s
profit or loss after taxis reported under “Operating profit”, along with depre-
ciation of the acquired surplus value.

At the acquisition of a share in a joint arrangement, a purchase price
allocation is prepared at the acquisition date. The acquisition date is the
date when the Group becomes a part to and jointly shares the control of
the joint arrangement. The starting-point for the purchase price allocation
consists of the acquisition value of the share in the joint arrangement. The
acquisition value is allocated on the Group's share of the acquisition date fair
values of acquired assets and assumed liabilities including related deferred
taxes and any implied goodwill.

Associated companies

Associated companies are companies in which Tele2 has a voting power of
between 20 percent and 50 percent or has significant influence in some
other way.

Associated companies are accounted for in accordance with the equity
method. This means that the Group's carrying amount of the shares in the
company corresponds to the Group’s share of equity after application of
the Group’'s accounting principles as well as any residual value of consol-
idated surplus values. The share of the company’s profit or loss after tax
is reported under “Operating profit”, along with depreciation of the Group
surplus values.

Foreign currency
The accounts of all foreign group companies, joint arrangements and
associated companies are prepared in the currency used in the primary
economic environment of each company, i.e. the functional currency which
for all group companies, joint arrangements and associated companies is
the local currency.

The assets and liabilities of foreign group companies, joint arrangements
and associated companies are translated into Tele2's reporting currency
(SEK) at the closing exchange rates, while revenues and expenses are trans-
lated at the period’s average exchange rates. Exchange rate differences
arising from translation are reported in other comprehensive income. When
foreign group companies, joint arrangements and associated companies
are divested, the accumulated exchange rate difference attributable to the
sold operation is recognized in the income statement.

Goodwill and adjustments at fair value that are made in connection with
the acquisition of a foreign operation are treated as assets and liabilities in
the functional currency of the acquired operation.

Discontinued operations

A discontinued operation is a component of the Group which either has
been disposed of or is classified as held for sale, and represents a separate
line of business or geographical area of operation. A discontinued operation
is reported separately from continuing operations in the income statement,
and comparable information for prior periods is re-presented.

Assets classified as held for sale and associated liabilities are presented
separately on the face of the balance sheet. Prior periods are not affected.
Assets classified as held for sale are valued at the lower of carrying value and
fair value less costs to sell (Note 36).

Revenue recognition

Revenues include services to consumers, business to business (B2B), land-
lords and other operators from mobile and fixed telephony, broadband, dig-
ital-TV and basic television services. This includes subscription and periodic
charges, call charges, interconnect revenue from other operators, sale of
prepaid cards, sale of equipment such as mobile phones and modems, con-
nection and installation charges, data and information services and service
revenues. Revenues are recognized less discounts and VAT.

For subscription and periodic charges for mobile and fixed telephony
services, digital-TV, basic television services, ADSL, leased capacity and
internet connection for direct access customers transfer the control of the
service over time and the revenue is recognized on a straight line basis over
the period. The fees are invoiced in advance or monthly after the service
has been transferred to the customer, the payment term is typically up
to 30 days. Periodic charges for basic television services to landlords are
invoiced largely quarterly. When the fees are invoiced in advance and Tele2
has received the consideration or has and unconditional right to the consid-
eration, Tele2 account for a contract liability which is recognized as revenue
when the service has been transferred to the customer.

Call charges and interconnect revenue are recognized in the period
during which the service is provided.

Revenue from the sale of prepaid cards and similar prepayments are
recognized based on the actual use of the card up until the expiry date.
The timing of revenue recognition related to the portion expected not to be
exercised by the customer will be recognized as revenue in proportion to the
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customer use pattern. The timing difference between the payment and the
revenue recognized is accounted for as a contract liability.

Revenue from sale of equipment is recognized when control of the
equipment has been transferred to the customer and the group has the
right to payment. The payment is made through monthly instalments or at
the time of delivery. When there is a significant difference in timing between
the payment and the revenue recognized for the equipment, the group
adjust the transaction prices allocated to the equipment, for the time value
of money.

Connection and installation charges and other upfront fees are recog-
nized at the time of the sale to the extent that Tele2 delivered goods or ser-
vice according to the same principles as for customer contracts containing
multiple performance obligations as described above.

Revenues from data and information services such as data buckets,
text messages and third party services are recognized when the service is
provided.

Services to B2B customers, including functional based solutions for
complete telecom and network services that may include switchboard
services, fixed and mobile telephony, data communication and other cus-
tomized services as well as system installations, are recognized over time
using the percentage of completion method at which the revenues are
recognized gradually during the contract as the services are performed as
the customer simultaneously receives and consumes the benefits provided.
The stage of completion is determined by services performed to date as
a percentage of total services to be performed, based on cost incurred in
relation to estimated total cost.

For customer agreements containing multiple deliverables or parts,
the contracted revenue is allocated to each part, based on its relative fair
value. Services invoiced based on usage are not included in the allocation.
Revenues for each part are recognized in the period when control of the
goods or service is transferred to the customer. When re-allocating revenue
between equipment and services is made it can result in revenue recogni-
tion taking place at different time (earlier or later) than the goods or service
is paid for. The time difference between the payment and the revenue rec-
ognized for the performance obligation is recognized as a contract asset or
contract liability, for further information refer to Note 17,21and 28.

When Tele2 acts as an agent for another supplier, such as handset sales
through third party resellers and content services, the revenue is reported
net, i.e. only the part of the revenue that is allocated to Tele2 is reported as
revenue when control of the goods is transferred to the customer or in the
period during which the service is provided.

Most goods or subscriptions are sold with a right of return. Right to return
vary normally from 14 days up to 30 days. If the right to return is expected
to be utilized the revenue is recognized when the right has expired. Right
to return does not apply for Tele2 when the good or subscription is sold
through a third party.

Contract modifications occur due to changes in the price plan or when
adding value added services. A change in the price plan will result in a new
recognized revenue going forward. The value added services are distinct
and priced at fair value and recognized as a new contract.

Operating expenses

Operating expenses are classified according to function, as described
below. Depreciation and amortization and personnel costs are stated by
function. Total costs for depreciation and amortization are presented in
Note 5 and total personnel costs are presented in Note 33.

Cost of services provided and equipment sold

Costof services provided and equipment sold consists of broadcaster costs,
costs for networks and capacity, interconnect charges as well as costs for
equipment sold (e.g. handsets) to the extent the costs are covered by rec-
ognized revenues. The cost of services provided and equipment sold also
includes the part of the cost for personnel, premises, purchased services

and depreciation and amortization of non-current assets, including right-
of-use assets, attributable to the production of sold services.

Selling expenses

Selling expenses include costs for the internal sales organization, purchased
services, personnel costs, cost for right-of-use assets, bad debt losses as
well as depreciation and amortization of non-current assets attributable to
sales activities. Advertising and other marketing activities are also included
and are expensed as incurred. Selling expenses also include the portion of
Tele2’s cost for handsets and other equipment for which Tele2 does not get
full cost coverage.

Administrative expenses

Administrative expenses consist of the part of the personnel costs, pur-
chased services as well as depreciation and amortization of non-current
assets, including right-of-use assets, attributable to the other joint func-
tions. Costs associated with the Board of Directors, executive management
and corporate functions are included in administrative expenses.

Other operating income and other operating expenses

Other operating income and other operating expenses include secondary
activities, exchange rate differences in operating activities and gain/loss on
the sale of tangible and intangible assets.

Employee benefits

Share-based payments

Tele2? grants share-based payments to certain employees. Share-based
payments are mainly settled with the company’s own shares, so called equi-
ty-settled payments. Certain share-based payments are settled in cash, so
called cash-settled payments.

The costs for equity-settled payments are based on the fair value of the
share rights calculated by an independent party at the date of grant. These
payments are reported as employee costs during the vesting period with a
corresponding increase in equity. To the extent the vesting conditionsin the
program are linked to market conditions (TSR), these factors are taken into
consideration when determining the fair value of the share rights and is not
adjusted for performance. Non-market performance conditions (return on
capital employed) and service conditions (employment period) are taken
into account in employee cost during the vesting period by the change in
the number of shares that are expected to finally vest.

Cash-settled share-basedincentive programs are measured in the same
way as equity-settled share-based payments with the difference that the
share-based payment is remeasured at the end of each reporting period to
fair value. Instead of recognizing an increase in equity the vested fair value is
recognized as a liability in the balance sheet up until settlement.

Tele2 records a liability for social security expenses, at each reporting
period, for all outstanding share-based payments. The liability is revalued at
the end of each reporting period and is based on the share-based payment’s
fair value at the end of the reporting date distributed over the vesting period.

Post-employment benefits

The Group has a number of pension schemes. The main part of Tele2’s
pension plans consist of defined-contribution plans (Note 33) for which the
Group makes payments to public and private pension institutions. Amounts
paid or payable to defined-contribution pension plans are reported as an
expense during the period in which the employees perform the services to
which the contribution relates. The defined-contribution plans ensure a
certain predefined payment of premiums and negative changesin the value
of investments are not compensated by Tele2. Therefore Tele2 does not
bear the risk at the time of pension payment. Only a small part of the Group’s
pension commitments relate to defined benefit plans. The net present value
of the obligation for these are calculated separately for each defined ben-
efit plan on the basis of assumptions of the future benefits earned during
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previous and current periods. The obligation is reported in the balance
sheet as the net present value of the obligation less the fair value of any
plan assets. The defined-benefit pension plans may be funded (partly or
wholly) and non-funded. Inthe funded plans, assets have been separated in
a pension trust. These plan assets may only be used to pay benefits under
pension agreements.

The cost for the defined-benefit plans are calculated by application of
the Projected Unit Credit Method, which means that the cost is distributed
over the employee’s period of service. The calculation is performed annually
by anindependent actuary. The obligation is valued at the net present value
of the expected future payments, taking into account assumptions such
as expected future increases in salaries, inflation, health expenses and life
span. Expected future payments are discounted with an interest rate that is
effective on the closing day for first class corporate bonds, if available, con-
sidering the estimated remaining tenor for each obligation. In Sweden, in
line with prior years, mortgage bonds are used for determining the discount
rate. Actuarial gains and losses are reported in other comprehensive income.
For a number of the Group’s employees in Sweden, the retirement pension
and family pension are secured by a pension plan in Alecta. According to an
announcement from the Swedish Financial Reporting Board, UFR 10, this is
a defined-benefit multi-employer plan. In situations when Alecta cannot
provide sufficient information to determine an individual company’s share
of the total obligation and its plan assets, these pensions plans are being
reported as defined-contribution plans. The plans are financed by pension
insurances.

Termination benefits

A cost for termination benefits is recognized only if the Group is committed
by a formal plan to prematurely terminate an employee’s employment with-
out any possibility of withdrawing the commitment.

Income tax

Income taxes consist of current and deferred tax. Income tax is reported in
the income statement except when the underlying transaction is reported
in other comprehensive income or in equity. In those cases the related tax
effectis also reported in other comprehensive income or in equity.

Current tax is tax that is to be paid or received in respect of the taxable
profit (tax loss) for the year including any adjustment of current tax related
to previous periods and tax on dividends from subsidiaries.

When accounting for deferred taxes, the balance sheet method s applied.
The method implies that deferred tax liabilities and assets are recognized for
alltemporary differences between the carrying amount of an asset or liabil-
ity and its tax base, as well as other tax-related deductions or deficits. Such
assets andliabilities are however not recognized if the temporary difference
arises at the initial recognition of goodwill or the initial recognition of assets
and liabilities that are not part of a business combination and at the time of
the transaction affect neither accounting nor taxable profit/loss. An item
which alters the time when an item is taxable or deductible is considered a
temporary difference. Deferred tax liabilities and assets are measured at the
tax rates that are expected to apply to the period when the asset is realized
or the liability settled, based on the tax rates (and tax laws) that have been
enacted or substantially enacted by the end of the reporting period.

The recognition of deferred tax assets takes into account tax loss car-
ry-forwards and temporary differences where it is probable that losses and
temporary differences will be utilized against future taxable profits. In cases
where a company reports losses, an assessment is made of whether there is
any convincing evidence that there will be sufficient future profits.

Valuation and accounting of deferred taxes in connection with business
combinations is made as part of the measurement of assets and liabilities
at the time of acquisition. In these circumstances, the deferred tax assets
are assessed at a value corresponding to what the Group expects to utilize.
Deferred income tax liabilities are recognized on temporary differences
related to subsidiaries, joint arrangements and associates, except when

the timing of the reversal of the temporary difference is controlled by the
Group anditis probable that the temporary difference will not reverse in the
foreseeable future.

If a deferred tax liability exists and tax loss carry-forwards exist for which
a deferred tax asset previously hasn't been recognized, a deferred tax asset
is recognized for at least the extent it can be netted against the deferred
tax liability.

Current and deferred tax assets and liabilities are netted only among
group companies within the same tax jurisdiction. This form of reporting is
only applied when Tele2 intends to offset tax assets and liabilities.

Non-current assets

Intangible assets (Note 12) and tangible assets (Note 13) owned by Tele2
with a finite useful life are reported at acquisition value with deductions for
accumulated depreciation and amortization. Depreciation and amortiza-
tion are based on the acquisition value of the assets less estimated residual
value at the end of the useful life and are recognized on a straight-line basis
throughout the asset’s estimated useful life. Generally the estimated residual
value for intangible asset is nil. Useful lives and residual values are subject
to annual assessments. Useful lives for intangible and tangible assets are
presented below.

Intangible assets

Licenses, utilization rights and software 2-25years
Trademarks Syears
Customer agreements 5-15years
Tangible assets

Buildings 7-20 years
Modems 2-5years
Machinery and technical plant 2-30years
Equipment and installations 2-12 years

At the end of each reporting period, an assessment is made of whether
there is any indication of impairment of any of the Group's assets over and
above the depreciation according to plans. If there is any indication that
a non-current asset has declined in value, a calculation of its recoverable
amount is made.

The recoverable amount is the higher of the asset’s value in use and its
fair value less costs to sell, which is the value that is obtainable from the
sale of the asset to an independent party less costs of disposal. The value
in use consists of the present value of all cash flows from the asset during
the utilization period as well as the addition of the present value of the fair
value less costs to sell at the end of the utilization period. If the estimated
recoverable amount is less than the carrying amount, the asset is written
down toits recoverable amount.

Impairments are reported in the income statement. Impairments that
have been recorded are reversed if changes are made in the assumptions
that led to the original impairment. The impairment reversal is limited to the
carrying amount, net of depreciation according to plan, had the original
impairment not occurred. A reversal of impairmentis reported in theincome
statement. Impairment of goodwill is not reversed.

Intangible assets

Tele2 holds a number of licenses entitling it to conduct telecom operations.
The expenses related to the acquisition of these licenses are recognized as
an asset and amortized on a straight-line basis through the duration of the
license agreements.

Goodwillis measured as the difference between the transferred consid-
eration for the shares in the subsidiary alternatively the acquired assets and
liabilities, the value of the non-controlling interest in the acquired subsidiary
and the fair value of the previously owned share, and the Group’s reported
value of acquired assets and assumed liabilities less any write-downs.
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Goodwill is allocated to the cash generating units that are expected to
obtain benefits as a result of the acquisition and is, along with the intangible
assets with indefinite lives and intangible assets that are not yet ready to use,
subject to atleast an annualimpairment testing evenif there is no indication
of a decline in value. Impairment testing of goodwill is at the lowest level
at which goodwill is monitored for internal management purposes and for
which there are separately identifiable cash flows (cash generating units).
The recoverable value of the respective cash generating unit is based on
the higher of estimated value in use and fair value less costs to sell. The most
important factors that have influenced this year’s impairment testing are
presented in Note 12.

In the case of reorganization or divestment involving a change in the
composition of cash generating units to which goodwill has been allocated,
the goodwill is allocated to the relevant units. The allocation is based on
the relative value of the part of the cash generating unit to which the
reorganization or divestment relates, and the part that remains after the
reorganization or the divestment.

Customer agreements are valued at fair value in conjunction with
business combinations. Tele2 applies a model where the average historical
customer acquisition cost or, alternatively, the present value of expected
future cash flows, is applied to value customer agreements.

Tele2 capitalizes direct development expenses for software which are
specific to its operations if the recognition criteria are fulfilled. The capital-
ized development expenses that are not yet finalized are subject to at least
annually impairment testing. The expenses are amortized over the utilization
period, which begins when the asset is ready for use. Expenses relating to
the planning phase of the projects as well as expenses of maintenance and
training are expensed as incurred. Other expenses relating to development
work are expensed as they arise, since they do not meet the criteria for being
reported as an asset. Tele2 doesn’'t conduct own research activities.

Tangible assets
Buildings relate to assets intended for use in operations. The acquisition
value includes the direct costs attributable to the building.

Machinery and technical plant include equipment and machinery
intended for use in operations, such as network installations. The acqui-
sition value includes the direct costs attributable to the construction and
installation of networks.

Additional costs for extension and value-increasing improvements are
reported as an asset, while additional costs for repairs and maintenance are
expensed during the period in which they arise.

Equipment and installations comprise assets used in administration,
sales and operations.

Costs for equipment that are rented to or used for free by customers are
capitalized.

Borrowing costs

Borrowing costs which are directly attributable to the acquisition, construc-
tion or production of an asset which requires considerable time to complete
forits intended use are included in the acquisition value of the asset. Other
borrowing costs are expensed in the period in which they arise.

Leases

The Group has adopted the requirements of IFRS 16 Leases on January 1,
2019. Tele2 has chosen to apply the modified retrospective approach in the
standard and not restate prior periods, as a consequence, the accounting
principles for financial instruments are presented below according to IFRS
16 as well asIAS 17 separately.

Accounting principles according to IFRS 16 adopted from January 1,
2019

The assessment whether a contract is or contains a lease, is made at the
inception of a contract. A lease is a contract (or part of a contract) that
conveys the right to use an asset (the underlying asset) for a period of time in
exchange for consideration. To be a lease, a contract must convey the right
to control the use of an identified asset.

Tele2 as lessee

For alllease agreements in which the Tele2 is the lessee, aright-of-use asset
(Note 14) and a corresponding lease liability (Note 31) is recognized, except
for short-term leases (defined as leases with a lease term of 12 months or
less at commencement date) and leases for which the underlying asset is of
low value (with a value as new below EUR 5,000). All lease agreements are
reported from the date the leased assets is available for use of the Group. For
short-term leases and low value leases, the lease payments are recognized
as current operating expenses in the income statement. In addition, the
practical expedient in IFRS 16 to not separate lease and non-lease compo-
nents in a lease contract is applied for the lease categories Sites and base
stations (typically non-lease component is electricity) and Leased lines
(typically non-lease component is repair and maintenance). For all other
lease categories the Group separate the lease components and exclude
the service component at calculation of the lease liability. The lease term
corresponds to the non-cancellable duration of the signed contracts except
in cases where Tele2 is reasonably certain of exercising either an extension
option or an early termination option thatisincluded in the contract. IFRS 16
is not applied for intangible assets.

The lease liability is initially measured at the present value of the lease
payments that are not paid at the commencement date, discounted by
using the rate implicit in the lease. If this rate cannot be readily determined,
the Group usesits incremental borrowing rate. When determining the incre-
mental borrowing rate considerations take into account the currency where
the asset is leased, the tenor of the contract and the underlying cashflows
which the lease generates. Variable rents that do not depend on anindex or
rate are notincluded in the measurement of the lease liability and the right-
of-use asset. The related payments are recognized as an operating expense
in the period in which the event or condition that triggers those payments
occurs. The lease liability subsequently increases with the interest on the
lease liability (using the effective interest method) and reduces as the lease
payments are made. The lease liability is remeasured (with a correspond-
ing adjustment to the related right-of-use asset) whenever the previously
determined lease term has changed, the lease payments change due to
changesin anindex or rate, there is a change in the assessment of exercise
of a purchase option, a change in expected payment under a guaranteed
residual value, or a lease contract is modified and the lease modification is
not accounted for as a separate lease.

The right-of-use asset comprise the initial measurement of the corre-
sponding lease liability, lease payments made at or before the commence-
ment day and any initial direct costs, and are subsequently measured at
cost less accumulated depreciation and any impairment losses. Whenever
the Group incurs an obligation for costs to dismantle and remove a leased
asset, restore the site on whichiitis located or restore the underlying asset to
the condition required by the terms and conditions of the lease, a provision
is measured and recognized. The costs are included in the related right-
of-use asset, unless those costs are already included in a tangible asset.
Right-of-use assets are depreciated over the shorter period of lease term
and useful life of the underlying asset.

In the cash flow statement the amortization of the lease liability is pre-
sented in the financing activities while the interest component is presented
in the operating cash flow. Short-term lease payments, payments for leases
of low-value assets and variable lease payments not included in the mea-
surement of the lease liability is presented within operating cash flow.
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Tele2 lessor

Leases for which Tele2 is a lessor are classified as finance or operating
leases. A lease is classified as a finance lease if it transfers substantially all
the economic risks and rewards of ownership of an asset to the lessee. All
other leases are classified as operating leases. When Tele2 act as finance
lessor the assets in a financial lease contract are reported in the balance
sheet as a financial receivable to an amount equal to the net investment
in the lease contract corresponding to the discounted net present value
applying a market based discount rate and a sales revenue in accordance
with the principles for customary sales. The financial income arising from a
finance lease is accounted for in accordance with a constant remuneration
(fixed interest rate).

Rental revenues from operating leases are recognized on a straight-line
basis over the term of the relevant lease, including the effect of provided
benefits. The leased asset is kept on the balance sheet and depreciated over
its estimated useful life.

Accounting principles according to IAS 17 applied until December 31,
2018
Leases are classified as finance or operating leases.

Tele2 as finance lessee

A lease is classified as a finance lease if it transfers substantially all the
economic risks and rewards of ownership of an asset to the lessee. When
reporting a financial lease in the consolidated financial statements, the
leased object is recognized as a tangible asset at the lower of its fair value
and the presentvalue of the minimum lease payments, and a corresponding
amountis recognized as a lease obligation under financial liabilities (Note 13,
Note 26 and Note 31). The asset is depreciated on a straight-line basis over
the shorter of the lease term and its useful life, with the estimated residual
value deducted at the end of the utilization period. Lease payments are
apportioned between interest and repayment of the outstanding liability.

Tele2 as operating lessee

A lease is classified as an operating lease if substantially all the economic
risks and rewards of ownership of an asset remain with the leasing company.
Payments are expensed in the income statement on a straight-line basis
over the leasing period, including the effect of provided benefits.

Tele2 as finance lessor

When Tele2 act as finance lessor the assets in a financial lease contract are
reported in the balance sheet as a financial receivable to an amount equal
tothe netinvestmentinthe lease contract corresponding to the discounted
net present value applying a market based discount rate and a sales revenue
in accordance with the principles for customary sales. The financial income
arising from a finance lease is accounted for in accordance with a constant
remuneration (fixed interest rate).

Tele2 as operating lessor

Rental revenues from operating leases are recognized on a straight-line
basis over the term of the relevant lease. The leased asset is kept on the
balance sheet and depreciated over its estimated useful life.

Dismantling costs

When there is a legal or constructive obligation to a third party, the esti-
mated cost of dismantling and removing the asset and restoring the site/
area is included in the acquisition value of owned and leased assets. Any
change to the estimated cost of dismantling and removing an asset and
restoring the site is added to or subtracted from the carrying amount of the
particular asset.

Inventories

Inventories of materials and supplies are valued in accordance with the
first-in, first-out principle at the lower of acquisition value and net realizable
value. Tele2’s inventories essentially consist of mobile phones, SIM cards,
and customer premises equipment.

Contract assets and contract liabilities

A contract asset is Tele2’s right to payment for goods and services already
transferred to the customer if that right to payment is conditional on some-
thing other than the passage of time. For example in bundled contracts
that include both equipment such as handset and telecom services, Tele2
will recognize a contract asset when it has fulfilled the contract obligation
to deliver the handset but must perform the telecom service obligations
before being entitled to payment. This is in contrast to a receivable, which
is the right to payment that is unconditional, except for the passage of time.
A contract liability is Tele2’s obligation to transfer goods or services to a
customer at the earlier of when the customer prepays consideration or the
time that the customer’s consideration is due for goods and services Tele2
will yet provide. Contract assets are included in the balance sheet items
Receivable from sold equipment Note 17 and Note 21 and accrued income
Note 22. Contract liabilities are included in the balance sheet item Deferred
income Note 28.

Financial assets and liabilities

Financial assets recognized in the balance sheet include other financial
assets, accounts receivable, other current receivables, current investments
and cash and cash equivalents. Financial liabilities recognized in the bal-
ance sheetinclude liabilities to credit institutions and similar liabilities, lease
liabilities (accounted for according to the section on leases above), other
interest-bearing liabilities, accounts payable and other current liabilities.
Financial assets and liabilities due for payment more than one year after
the end of the reporting period is reported as non-current. Other financial
assets and liabilities are reported as current.

Acquisitions and sales of financial assets are recognized on the trade
date, which is the date that the Group has an undertaking to acquire or sell
the asset. Financial liabilities are recognized in the balance sheet when Tele2
becomes a party to the contractual provisions of the instrument.

A financial asset is derecognized when the rights to receive benefits
have been realized, expired or the company loses control over the asset.
The same applies to components of a financial asset. In instances where
Tele2 retains the contractual rights to the cash flows from a financial asset
but assumes a contractual obligation to pass on those cash flows to a third
party (a pass through obligation), the financial asset is only derecognized
when substantially all risks and rewards of ownership of the financial asset
has been transferred and the following conditions exist:

e Tele2 has no obligation to pay amounts to the third party unless Tele2
collects equivalent amounts from the original asset,

Tele2is prohibited by the terms of the transfer arrangement from selling
or pledging the original asset other than as security to the third party for
the obligation to pay it cash flows, and

Tele2 has an obligation to pass on or remit the cash flows that it has
collected on behalf of the third party without material delay.

A financial liability is derecognized when the contractual obligation is dis-
charged or extinguished in some other way. The same applies to compo-
nents of a financial liability.

Financial instruments are initially recognized at the acquisition date fair
value and subsequently to either fair value or amortized cost based on the
initial categorization. The categorization reflects both the Group’s business
model for managing the assets and the contractual cash flow characteris-
tics of the financial assets and is determined on initial recognition.
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Measurement of the fair value of financial instruments

Various measurement methods are used to estimate the fair value of finan-
cial instruments not traded on an active market. When determining the fair
value of interest swaps and currency derivatives official market listings are
used as input in calculations of discounted cash flows. The fair value of loan
liabilities is measured using generally accepted methods, such as discount-
ing expected future cash flows at prevailing interest rates.

Calculation of amortized cost of financial instruments

Amortized cost is calculated by using the effective interest method, which
means that any premiums or discounts and directly attributable costs or
income are recognized on an accrual basis over the life of the contract using
the calculated effective interest rate. The effective interest rate is the rate
that exactly discounts estimated future cash payments or receipts through
the expected life of the financial asset or financial liability to the gross carry-
ing amount of a financial asset or to the amortized cost of a financial liability.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount is presented
in the balance sheet when a legal right to set-off exists and the Group
intends to settle on a net basis or to realize the asset and settle the liability
simultaneously.

Financial assets

Tele2’s other non-current securities mainly consist of holdings of unlisted
shares,and these are classified as “Assets at fair value through profit or loss”.
Assets in this category are initially reported at acquisition value, i.e. fair value
atthe time of acquisition, and valued thereafter on a continuous basis at fair
value. Transaction costs are recognized in the income statement. The fair
value change is reported in the income statement among other financial
items.

Tele2’s accounts receivables and other receivables are categorized as
“Assets at amortized cost” initially reported at fair value and subsequently
at amortized cost. An allowance for expected credit losses has to be cal-
culated according to IFRS 9, no matter if a loss event has occurred or not.
Tele2 applies the simplified approach to recognize expected credit losses
for trade receivables and contract assets that result from transactions
within the scope of IFRS 15 (Revenues from contracts with customers) and
for finance lease receivables. For finance lease receivables this is a policy
choice. The simplified approach applies a matrix model and is always based
on lifetime expected credit losses considering information about historical
data adjusted for current conditions and forecasts of future events and eco-
nomic conditions, please refer to Note 20. Any impairment loss is reported
as an operating expense.

Cash and cash equivalents are categorized as “Assets at amortized cost”
initially reported at fair value and subsequently at amortized cost. Cash
and cash equivalents consist of cash and bank balances as well as current
investments with a maturity of less than three months from the time of
acquisition. The general impairment model in IFRS 9 is applied to cash and
cash equivalents and the identified impairment loss was immaterial.

Restricted cash and cash equivalents are reported as current invest-
ments if they may be released within 12 months and as non-current financial
assets if they are to be restricted for more than 12 months.

Financial liabilities

Financial liabilities are categorized as “Financial liabilities at amortized
cost”. These are initially measured at fair value and then at amortized cost
using the effective interest method. Direct costs related to the origination of
loans are included in the acquisition value. For accounts payables and other
financial debts, with a short maturity, the subsequent valuation is done at
the nominal amount.

Derivatives and hedge accounting

The Group designates certain derivatives as hedging instrumentsin respect
of cash flow hedges, interest rate risk in fair value hedges, and hedges of net
investments in foreign operations.

At the inception of the hedge relationship, the Group documents the
relationship between the hedging instrument and the hedged item, along
withits risk management objectives and its strategy for undertaking various
hedge transactions. Furthermore, at the inception of the hedge and on an
ongoing basis, the Group documents whether the hedging instrument is
effective in offsetting changes in cash flows or fair values of the hedged
item attributable to the hedged risk, which is when the hedging relationships
meet all of the following hedge effectiveness requirements:

There is an economic relationship between the hedged item and the
hedging instrument;

The effect of credit risk does not dominate the value changes that result
from that economic relationship; and

The hedge ratio of the hedging relationship is the same as that resulting
from the quantity of the hedged item that the Group actually hedges and
the quantity of the hedging instrument that the Group actually uses to
hedge that quantity of hedged item

If a hedging relationship ceases to meet the hedge effectiveness require-
ment relating to the hedge ratio but the risk management objective for that
designated hedging relationship remains the same, the Group adjusts the
hedge ratio of the hedging relationship (i.e. rebalances the hedge) so that it
meets the qualifying criteria again.

Furthermore, if the Group expects that some or all of the loss accumu-
lated in cost of hedging reserve will not be recovered in the future, that
amount is immediately reclassified to profit or loss. Note 2 describes the
details of the fair values of the derivative instruments used for hedging
purposes as well as the changes in the hedging reserve in equity.

Exchange rate fluctuations on loans in foreign currency and changes
in value of other financial instruments (currency derivatives) that meet the
hedge accounting requirements of netinvestmentin foreign operations are
reported on a continuous basis in other comprehensive income. The Group
designates only the intrinsic value of currency swap contracts, designated
for hedging of net investments in foreign operations, as a hedged item, i.e.
excluding the time value of the swap. The changes in the fair value of the
aligned time value of the swap are recognized in the income statement.
The ineffective portion of the exchange rate fluctuation and the change
in value are reported in the income statement under other financial items.
When divesting foreign operations, the previously recognized accumulated
exchange rate difference attributable to the divested operation is recycled
to the income statement.

Cash flow hedges are reported in the same way as hedges of netinvest-
ments in foreign operations. This means that the effective portion of the
gain or loss on an interest swap which meets the criteria for cash-flow
hedge accounting is recognized in other comprehensive income and the
ineffective portionis recognized in profit or loss within financial items. When
cash flows relating to the hedged item are reported in profit or loss, amounts
are transferred from equity to offset them. For more information regarding
cash flow hedges, please refer to Note 2 and Note 26.

The Group discontinues hedge accounting only when the hedging
relationship (or a part thereof) ceases to meet the qualifying criteria (after
rebalancing, if applicable).When a hedging instrument related to future cash
flows is due, sold, divested or settled or the Group discontinues the hedge
relation before the hedged transaction has occurred and the forecasted
transaction is still expected to occur, the accumulated reported gain or loss
remains in the hedge reserve in equity and is reported in the income state-
ment when the transaction occurs. If the hedged transaction is no longer
expected to occur, the hedging instrument’s accumulated gain or loss is
immediately reported in the income statement.
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For fair value hedges, the effective and ineffective portions of the change
in fair value of the derivative, along with the gain or loss on the hedged
item attributable to the risk being hedged, are recognized in the income
statement in the same line.

Other derivatives are measured at their fair value through profit or loss.

Receivables and liabilities in foreign currency
Receivables and liabilities of the Group denominated in foreign currencies
are translated into Swedish crowns by applying the period-end rates.

Gains or losses on foreign exchanges relating to regular operations are
included inthe income statement under Other operating income/expenses.
Gains or losses on foreign exchanges in financial assets and liabilities are
reported within profit/loss from financial items.

When long-term lending to/borrowing from Tele2’s foreign operations
is regarded as a permanent part of the parent company’s financing of/bor-
rowing from foreign operations, and thus as an expansion/reduction of the
parent company’s investment in the foreign operations, the exchange rate
changes of these intra-group balances are reported in Other comprehen-
sive income.

A summary of the exchange rate differences reported in other compre-
hensive income is presented in the statement of comprehensive income
and the differences which affected profit or loss for the year are presented
in Note 2.

Capitalized contract costs

Costs to obtain a contract are capitalized as contract costs assets. These
costs are incremental costs incurred when obtaining a contract with a
customer and are typically internal and external sales provisions. When
businesses are acquired, customer agreements acquired as part of the
acquisition are fair valued and capitalized as intangible assets.

The asset is amortized on a straight-line basis over the average cus-
tomer life period if the cost is assessed as recoverable at portfolio level.
Amortization is recognized as an operating cost, in order for this cost to be
reflected in the operational business.

Amortization periods:
Consumer contracts 3—24 months
Business contracts 3-36 months

The asset is impaired in accordance with IFRS 15. An impairment exists if
the carrying amount exceeds the amount of consideration Tele2 expects
to receive in exchange for providing the associated goods and services,
less the remaining costs that relate directly to providing those good and
services.

Equity

Equity consists of registered share capital, other paid-in capital, hedge
reserve, translation reserve, retained earnings, profit/loss for the year and
non-controlling interests.

Other paid-in capital relates to share premiums from the issues of new
shares. Additional direct costs attributable to the issue of new shares are
reported directly against equity as a reduction, net after taxes, of proceeds
from the share issue.

The hedge reserve includes translation differences on external loans in
foreign currencies and changes in values of financial instruments (currency
derivatives) which are used to hedge net investments in foreign operations
and the effective portion of gains or losses oninterest swaps used to hedge
future interest payments.

Translation reserve includes translation differences attributable to the
translation of foreign operations into Tele2’s reporting currency as well as
translation differences on intra-group balances which are considered an
expansion/reduction of the parent company’s net investment in foreign
operations.

Non-controlling interests represent the value of minority shares in sub-
sidiaries included in the consolidated accounts. The accounting policies
relating to non-controlling interests are described in the section regarding
consolidation above.

Number of shares and earnings per share

Basic earnings per share are calculated by dividing the profit or loss of the
year attributable to the parent company’s owners by the weighted aver-
age number of outstanding shares during the period. To calculate diluted
earnings per share the weighted average numbers of outstanding shares
are adjusted for the dilutive effect of the total potential number of shares
consisting of share based instruments settled with shares. Share based
instruments have a dilutive effect if the exercise price plus the fair value of
future services is below the quoted price and the dilutive effect increases
when the size of this difference increases (Note 25).

Provisions

Provisions are reported when a company within the Group has a legal or
constructive obligation as a result of past events, and it is probable that
payments, which can be reliably estimated, will be required in order to settle
the obligation.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due to passage of
time is recognized as interest expense.

Contingent liabilities

A contingent liability exists if there is a possible obligation related to a past
event and whose existence is confirmed only by one or several uncertain
future events, and when there is an obligation that is not reported as a lia-
bility or a provision because it is not probable that an outflow of resources
will be required, or the amount of the obligation cannot be calculated with
sufficient reliability. Disclosure is presented unless the probability of an
outflow of resources is remote.

Segment reporting
Segment
Since therisks in Tele2's operations are mainly linked to the various markets
inwhich the company operates, Tele2 follows up and analyses its business on
country level. Hence each country represents Tele2’s operating segments,
apart from Other which is reported separately. Tele2 has chosen Underlying
EBITDA as the profit or loss measure for the reportable segments. The seg-
ment reporting is in line with the internal reporting to the chief operating
decision maker, which is Tele2’s “Group Leadership Team”. From 2020 Tele2
will change the measure of segment profit/loss to underlying EBITDAaL,
please refer to the section Non-IFRS measures for the definition.
Otherincludes the parent company Tele2 AB and other minor operations.
Segmentinformation is presented in Note 4.
The same accounting principles are applied to the segments and the
Group.

Internal pricing
The sales of services in the Tele2 Group are made on market terms. Group-
wide costs are invoiced to operations that have used the services.

Services
Services that are offered within the segments are mobile telephony, digi-
tal-TV, fixed broadband, fixed telephony and DSL, business solutions and
other operations.

The mobile service comprises various types of subscriptions for
residential and business customers as well as prepaid cards. Mobile also
includes mobile broadband, fixed telephony via mobile network (FVM), loT
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(internet-of-things), and mobile carrier. Tele2 either owns the networks or
rents them from other operators a set-up called MVNO.

Digital-TV includes digital-TV delivered via fixed infrastructure and
digital terrestrial television.

Fixed broadband includes any fixed Internet service for end-customer
thatis notxDSL-based (copper telephone cables) for the “last mile” connec-
tion. For Tele2 this mostly means either Vertical Fiber Coax, Fiber-to-the-
Home (FTTH), or Fiber-to-the-Building (FTTB). Connection to customer
can be direct access, local-loop unbundling (if not xDSL), or Open network
(where Tele2 is Communication service provider).

Fixed telephony and DSL includes resold products within fixed telephony
and xDSL-based subscriber services via copper telephone cables and inter-
net via dial-up modem.

Business solutions consists of services to business customers that are
complex and custom made, such as managed hardware, hosting, PBX ser-
vices, consultancy, business LAN networks, services for landlords (ex. basic
TV) and communication provider in open networks.

Judgement of accounting principles
When choosing and applying Tele2’s accounting principles, the Board and
the President have made the following choices:

Choice of accounting principle for put options

Put options issued or received by Tele2 in connection with business com-
binations, where the put options give the minority owner a right to sell its
shares or part of its shares to Tele2, are initially, at the acquisition date,
recognized as a non-controlling interest. The non-controlling interest is
then immediately reclassified as a financial liability. The financial liability is
subsequently recognized at its fair value at each reporting date, with the fair
value changes reported within financial items in profit or loss.

An alternative method, not chosen by Tele2, would be to initially report
both a non-controlling interest and a financial liability with opposite booking
of theliability directly to equity and the following changes in the liability’s fair
value reported in profit or loss. Another alternative is to report on a current
basis a non-controlling interest which is reclassified as a financial liability at
each reporting period. The difference between the reclassified non-con-
trolling interest and the fair value of the financial liability would be reported
as a change of the non-controlling interest within equity.

Goodwill — level for goodwill impairment testing

Goodwill arising from business combinations is allocated to the cash-gen-
erating units which are expected to receive future economic benefits, in
the form of synergies, for example, from the acquired operation. If separate
cash-generating units cannot be identified, goodwill is allocated to the
lowest level at which the operation and its assets are monitored for internal
management purposes, which is the operating segment.

Estimates and judgments
As part of preparing the consolidated financial statements management
is required to make certain estimates and judgments. The estimates and
judgments are based on historical experience and a number of other
assumptions aimed at providing a decision regarding the value of the assets
or liabilities which cannot be determined in any other way. The actual out-
come may vary from these estimates and judgments.

The most crucial assessments and estimates used in preparing the
Group's consolidated financial statements are as follows:

Jointarrangements

In Sweden, Tele2 is, since earlier, part of two joint arrangements and from
2019 part of joint arrangement in Latvia with a branch in Lithuania. The
arrangements concern mobile networks that are classified as joint opera-
tions, and consists of Svenska UMTS-né&t AB (together with Telia Company)
and Net4Mobility HB (together with Telenor) in Sweden and SIA Centuria

(together with Bite) in Latvia and Lithuania. Tele2 has chosen to classify
these joint arrangements as joint operations as Tele2 considered that,
through the agreements between the parties, they have the rights to the
assets and obligations for the liabilities as well as corresponding revenues
and expenses related to each arrangement. As basis for the classification,
additional decisive factors are that the parties in each arrangement have
the rights to substantially all of the economic benefits from the assets in
each operation and that the jointly owned companies are dependent on its
owners for settling its liabilities on a continuous basis.

Revenue recognition

Revenue recognition in Tele2 requires management to make judgments
and estimates in a number of cases, mainly to determine fair values and the
period in which the revenue should be recognized. Many agreements bun-
dle products and services into one customer offering which for accounting
purposes requires allocating revenue to each part based on its relative fair
value using accounting estimates. Determining whether revenues should
be recognized immediately or be deferred require management to make
judgments as to when the services and equipment have been provided, the
fair value of each part as well as estimates regarding the remaining contract
period. Please refer to Note 17 and 21 concerning receivables for sold equip-
ment and Note 22 for other accrued revenues.

Valuation of acquired intangible assets

When acquiring businesses, intangible assets are measured at fair value. If
there is an active market for the acquired assets, the fair value is measured
based on the prices on this market. Since there are often no active markets
for these assets, valuation models have been developed to estimate the fair
value. Examples of valuation models are discounted cash flows models and
estimates of Tele2’s historical costs of acquiring equivalent assets. Please
refer to Note 15 for acquisitions during the year.

Impairment test goodwill

When estimating the recoverable amount of cash generating units for
goodwill impairment purposes, the Group makes assumptions regarding
future events and key parameters. The assumptions made and sensitivity
analyses are disclosed in Note 12. These kinds of assessments, by nature,
include some uncertainty related to projected growth rates, profit margins,
investment levels and discount rates. Should the actual outcome for a spe-
cific period differ from the expected outcome, the expected future cash
flows may need to be reconsidered, which could lead to a write-down.

Valuation of non-current assets with a finite useful life

If the recoverable amount falls below the book value, an impairment loss is
recognized. At each balance sheet date, a number of factors are analyzed
in order to assess whether there is any indication of impairment. If such
indication exists, an impairment test is prepared based on management’s
estimate of future cash flows including the applied discount rate. Please
refer to Note 12 and Note 13.

Useful lives of non-current assets

When determining the useful life of groups of assets, historical experi-
ence and assumptions about future technical development are taken
into account. Depreciation rates are based on the acquisition value of the
non-current assets and the estimated utilization period less the estimated
residual value at the end of the utilization period. If technology develops
faster than expected or competition, regulatory or market conditions
develop differently than expected, the Group’s evaluation of utilization
periods and residual values will be influenced.

Leases
The main judgements for leases concerns determination of whether a
contract (or part of a contract) contains a lease, the lease terms and the
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discount rate. Regarding the lease terms, a majority of the lease contractsin
Tele2 includes options either to extend or to terminate the contract. When
determining the lease term, Tele2 considers all relevant facts and circum-
stances that creates an economic incentive to exercise an extension option,
or not to exercise a termination option. Economic incentive includes for
example strategic plans, assessment of future technology changes, original
capital invested and consideration of cost of finding and moving to a new
location, any consideration of penalties Tele2 may be charged to terminate
the contract and past practice regarding the period over which Tele2 has
typically used particular types of assets (whether leased or owned), and
economic reasons for doing so. The discount rate is determined on the basis
of an estimate of the incremental borrowing rate for the current lease period
and the currency. Please refer to Note 31.

Valuation of deferred income tax receivables and uncertain tax
positions

Recognition of deferred income tax takes into consideration temporary
differences and unutilized loss carry-forwards. Deferred tax assets are
reported for deductible temporary differences and loss carry-forwards
only to the extent that it is considered probable that they can be utilized
to offset future taxable profits. Management updates its assessments on
items related to deferred income taxes and uncertain tax positions at regular
intervals. The valuation of deferred tax assets is based on expectations of
future results and market conditions, which are naturally subjective. The
actual outcome may differ from the assessments, partly as a result of future
changes in business circumstances, which were not known at the time of
the assessments, changes in tax laws or interpretations or the result of the
taxation authorities or courts’ final examination of submitted tax returns.
Please refer to Note 11.

Provisions for disputes and damages

Tele2is party to a number of disputes. For each separate dispute, an assess-
ment of the most likely outcome is made, and reported in the consolidated
financial statements accordingly, see Note 27 and Note 30.

Valuation of accounts receivable

Accounts receivables are valued on a current basis and reported at amor-
tized cost. Reserves for doubtful accounts are based on lifetime expected
credit losses considering information about historical data adjusted for
current conditions and forecasts of future events and economic conditions,
see Note 20.

Other information

Tele2 AB (publ), company registration nr 556410-8917,is a limited company,
with its registered office in Stockholm, Sweden. The company’s registered
office (phone +46 8 5620 0060) is at Skeppsbron 18, Box 2094, 103
13 Stockholm, Sweden. The annual report was approved by the board of
directors for issuance on March 25, 2020. The balance sheet and income
statement are subject to adoption by the Annual General Meeting on May
11,2020.
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NOTE2 FINANCIAL RISKMANAGEMENT AND FINANCIAL
INSTRUMENTS

Tele2’s financing and financial risks are managed under the control and
supervision of the Board of Directors. Financial risk management is cen-
tralized within the Corporate Finance and M&A function. This function
is responsible for the various financial risks that the Group is exposed to
such as currency risk, interest risk, liquidity risk and credit risk. The aim is to
analyze and control the risks as set out under the current policy and guide-
lines as well as manage the cost of financial risk management. The risks are
monitored, managed and reported on a continuous basis.

Tele2’s financial assets consist mainly of receivables from end customers,
other operators and resellers and cash and cash equivalents. Tele2’s finan-
cial liabilities consist mainly of loans, bonds, lease liabilities and accounts
payables. Classification of financial assets and liabilities including their fair
value is presented below.

ondiscounted future cash flows on the assumptions further described
in Note 36.
— deferred consideration for business acquisitions was based on
expected future cash flows, please refer to Note 26.
— for the long-term incentive program IoTP, the fair value of the liability
was determined with support from an independent valuation institute.
3) Level 2: observable market data of interest- and foreign exchange rates
are used in discounted cash flow models based on contractual cash flows
to estimate the fair value of interest-, fair value- and foreign exchange
rate derivatives, loans with fixed interest rate and other non-current
interest bearing liabilities valued at fair value at initial recognition with
subsequent measurement at amortized cost.

Changes in financial assets and liabilities valued at fair value through
profit/loss in level 3is presented below.

SEK million Dec 31,2019 Dec 31,2018
SEK million Dec 31,2019 Assets Liabilities Assets Liabilities
Assets and liabilities
Pt AsofJanvary 1 7 779 1 456
profit/loss Business combinations = = 6 —
Derivative Other Assetsat Financial Total Fairvalue Changesin fair value, earn-out
instliuments instru-  amortized Iiabilitigsat reported Kazakhstan = 149 — 332
d?z'rg,?:égg u:,:‘;s) cost amort(':;i value Payment earn-outKazakhstan = -913 — —
accounting Other contingent considerations:
Other financial assets — 70 629 = 636 636 - paid — =12 — -12
Accounts receivable - = 2,032 —i 2032 2032 = other changes 0 2 - 3
Other current receivables 1549 = 1737 — i 1892 1892 Asof December 31 7 - 7 779
Cashandcash equivalents - - 448 - 448 448 " Reported as discontinued operations, please refer to Note 36.
Assets classified as held for sale = = 879 = 879 879
Total financial assets 154 7 5,725 — . 5887 5887 . . T
Since accounts receivables, accounts payables and other current liabilities
Liabilities to financial are short-term, discounting of cash flows does not cause any material dif-
institutions . .
and similar liabilities _ _ 24899 24899 256509  ferences between the fair value and carrying value.
Other interest-bearing During the year no transfers were made between the different levels in
liabilities 2779 - - 5869 6146 61509 he fair value hi hy and iqnif h d vati
Accounts payable _ _ _ L6711 1671 1671 the fair value hierarchy and no significant changes were made to valuation
Other current liabilities - = - 781 781 781 techniques, inputs used or assumptions.
Liabilities directly associated Net gains/losses on financial instruments, including assets and liabilities
with assets classified as held . . . o
forsale - - - 810 810 8139 directly associated with assets classified as held for sale, amounted to SEK
Total financial liabilities 24 = = 34029 34306 35066 _44 (-428) million, of which loan and trade receivables amounted to SEK
_ —62 (=176) million, derivatives to SEK 161(80) million and financial assets and
SEK million Dec 31,2018 . o X ) .
Assets and liabilities liabilities at fair value through profit/loss to SEK =145 (—=333) million.
e etiion " The Group has derivative contracts which are covered by master netting
Derivative  Other  Assetsat  Financial |  Total Fairvalue agreements, with the right to set off assets and liabilities with the same party.
instruments instru-  amortized liabilitiesat ! reported L A . . . 3
designated ments cost  amortized |  value This is not reflected in the accounting where gross accounting is applied.
orhedge evel cost . )
accounting The value of reported derivatives at December 31, 2019 amounted on the
Other financial assets - 7 898 —1 905 905  assetside to SEK 154 (33) million and on the liability side to SEK 277 (113)
Accounts receivable - - 2509 1 28092509 yijlion of which SEK — (7) million can be netted against the asset side.
Othercurrentreceivables 333 — 2,364 — 2,397 2,397
Currentinvestments — — 2 — 2 2
Cashand cash equivalents — — 404 — 404 404 Capital structure management
Assets classified as held for sale - - 2659 . 2689 2689 The Tele2 Group's view on capital structure management (equity and net
Total financial assets 33 7 8,836 — . 8876 8876 i i K . i
debt) incorporates several inputs, of which the main items are listed below.
Liabilities to financial
institutions . . . ) .
and similar liabilities _ _ _ 28070 | 28070 281369 The Board of Directors of Tele2 have set the following policies for financial
Other interest-bearing leverage and shareholder remuneration:
liabilities 1139 152 — 109 237 23729 X o X
Accounts payable _ _ _ 3004 3004 3004 o Tele2 will seek to operate within a range for economic net debt to under-
Other current liabilities - - - 6921 692 692 lying EBITDAaL of between 2.5-3.0x, and to maintain investment grade
Liabilities directly associated : .
with assets classified as held credit metrics
for sale — T4 - 1361 2125 21139 o Tele2's policy will aim to maintain target leverage by distributing capital
Total financial liabilities 113 779 — 33,236 1 34,128 34,182

For the determination of fair values on financial assets and liabilities the

following levels, according to IFRS 13, and inputs have been used:

1) Level 3: measured at fair value through profit/loss, which on initial recog-
nition were designated for this type of measurement. Discounted future
cash flow models are used to estimate the fair value.

2) Level 3:

— earnout Tele2 Kazakhstan. The fair value was based on the transaction
entered into with Asianet and Kazakhtelecom. The valuation was based

to shareholders through:

— An ordinary dividend of at least 80 percent of equity free cash flow;
and

— Extraordinary dividends and/or share repurchases, based on remain-
ing equity free cash flow, proceeds from asset sales and re-leveraging
of underlying EBITDAaL growth

On a continuous basis, Tele2 will diversify its financing both in terms of
maturities and funding sources. A stable financial position is important in
order to minimize refinancing risk.
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The Board of Directors reviews the capital structure annually and as needed.

Currency risk

Currency risk is the risk of changes in exchange rates having a negative
impact on the Group’s result and equity. Currency exposure is associated
with payment flows in foreign currency (transaction exposure) and the
translation of foreign subsidiaries” balance sheets and income statements
to SEK (translation exposure).

The Group does not generally hedge transaction exposure. Translation
exposure related to certain investments in foreign operations is hedged
by issuing debt or entering into derivative transactions in the currencies
involved if assessed as needed. The hedges of net investments in foreign
operations were 100 percentage effective in 2018 and 2019 and hence
no ineffectiveness was recognized in the income statement. In the hedge
reserve in equity the total amount related to net investment hedges
amounts to SEK =202 (=714) million. On December 31, 2019 the Group
had outstanding currency derivatives as economic hedges of loans in EUR
amounting to EUR 860 (830) million. The derivatives hedge monetary items
thus hedge accounting is not applied. The reported fair value on the deriv-
atives amounted to SEK -229 (16) million net.

After taking into account currency derivatives, the borrowings in SEK
million are carried in the following currencies (equivalent SEK amounts).

SEK million 2019 2018
Other operatingincome 35 67
Other operating expenses -67 -91
Other financialitems 23 -8
Total exchange rate difference inincome statement -9 -32

The Group's total net assets on December 31, 2019 of SEK 34,805 (36,362)
million were distributed by currency in SEK million as follows (including loan
and currency derivatives).

SEK million Dec 31,2019 Dec 31,2018
SEK 24,126 23132
EURD 9,226 9,726
KZT = 2,050
HRK 1,453 1,324
usb = 130
Total 34,805 36,362

SEK million Dec 312019 Dec 312018
SEKD 22,059 23,606
EURD 2.840 4,404
HRK = 60
Totalloans 24,899 28,070

DIncluding adjustment for currency derivatives designated to minimize the exposure EUR to SEK of
SEK 8,973(8,528) million.

The consolidated balance sheet and income statement are affected by fluc-
tuationsin subsidiaries’ currencies against the Swedish krona. Revenues and
operating profit are distributed among the following currencies.

SEK million Revenue

2019 2018
SEK 22402 81% 16,765 77%
EUR 5,258 19% 5011 23%
Total 27,659 100% 21,775 100%
SEK million Operating profit

2019 2018
SEK 3,177 79% 2,046 62%
EUR 847 21% 1,245 38%
Total 4,024 100% 3,291 100%

A five percent currency movement of all currencies against the Swedish
krona would affect the Group’s revenues and operating profit/loss on an
annual basis by SEK 263 (251) million and SEK 42 (62) million, respectively.

Exchange rate differences which arise in operations are reported in the
income statement and totals to the following amounts.

Hedging instruments

" Loans denominated in EUR designated for netinvestment hedging are included by SEK 3,391
(3,339) million.

Afive percent currency fluctuation against the Swedish krona would affect
the Group's total net assets by SEK 534 (662) million. A strengthening of the
SEK towards other currencies would impact net assets negatively.

Interest rate risk

Tele2 is exposed to interest rate risk because the Group borrows at both
fixed and floating interest rates. The risk is managed by maintaining an
appropriate mix of fixed and floating rate borrowings and by the use of inter-
est rate swaps. The risk is monitored and evaluated regularly to align with
the interest duration strategy, ensuring the most cost-effective strategy is
applied. Interest bearing financial liabilities exposed to changes in interest
rates over the next 12 months (i.e. short fixed interest rates) amounted to
SEK 11,987 (12,492) million, carrying value, corresponding to 39 (44) percent
of outstanding debt balance at the end of the year. Calculated at variable
interest-bearing liabilities at December 31, 2019 and assuming that loans
carrying short fixed interest rates were traded per January 1, 2019 to 1 per-
cent higher interest rate and this rate was constant for 12 months, this would
result in an additional interest expense for 2019 of SEK 120 (125) million, and
affect profit/loss after tax by SEK 94 (97) million and other comprehensive
income positively by SEK 24 (54) million in 2019. For additional information
please refer to Note 26.

The capitalamount of outstanding interest rate derivatives on December
31,2019 amounts to SEK 3.2 (3.2) billion converting variable interest rate to
fixed interest rate and EUR 250 million (SEK 2.6 billion) converting fixed rate
to floating. The cash flows related to outstanding interest rate derivatives
are expected to affect the income statement during the remaining duration
of the interest rate swaps. The Group will settle the difference between the
fixed and floating interest rate on a net basis.

Outstanding interest rate derivatives for cash flow and fair value hedging
are presented below.

Average contracted fixed

Notional principal

Change in fair value for

Fairvalue assets

interestrate valuein recognising hedge ineffectiveness (liabilities)
% currency million SEK million SEK million
Dec 31,2019 Dec 31,2018 Dec 31,2019 Dec 31,2018 2019 2018 Dec 31,2019 Dec 31,2018
Cash flow hedges (SEK)
Outstanding interest rate swaps; Tele2 receives
floating and pays fixed interest
Within 1year 2.1575 - 250 - 0 - =1 —
Within 1to 2 years 17070 2.1575 2900 250 —43 -1 —47 -7
Within2todyears o — I 17070 | — 2900 EEE — ~. — I =98
Summary of cash flow hedges 3,150 3,150 —43 -1 —47 -105
Fair value hedges (EUR)
Outstanding interest rate swaps; Tele2 receives
fixed and pays floating interest
AfterSyears 21250 21250 | 250 200 L S o 1’4 9.
Summary of fair value hedges 250 250 1 0 154 9
Total outstanding interest rate derivatives —42 -1 107 -96
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Hedging items

SEK million Change in value used for Balance in cash flow hedge
calculating hedge ineffectiveness reserve for continuing hedges
2019 2018 Dec 31,2019 Dec 31,2018
Variable rate borrowings
Cash flow hedges (SEK) 57 50 5 20

Fixed rate borrowings

Fair value hedges (EUR) 144 9 = —

Liquidity risk

The Group's excess liquidity is invested on a short-term basis or used for
loan repayments. Liquidity reserves consist of available cash, undrawn
committed credit facilities and committed overdraft facilities. At the end of
2019, the Group had available liquidity reserves of SEK 9.2 (9.5) billion. For
additional information please refer to Note 24.

Tele2 Sweden transfers the right for payment of certain operating receiv-
ables to financial institutions. During 2019 the right of payment transferred
to third parties without recourse or remaining credit exposure for Tele2
corresponded to SEK 2,041 (1,516) million and resulted in a positive effect
on cash flow.

At present, Tele2 has a credit facility with a syndicate of ten banks
maturing in January 2024. The facility amounts to EUR 760 million and was
unutilized on December 31, 2019.

Tele2 AB's EUR 5 billion Euro Medium-Term Note (EMTN) Program forms
the basis for Tele2’s medium- and long-term debt issuance in both inter-
national and domestic bond markets. On December 31, 2019 issued bonds
under the Program amounted to SEK 20,305 (20,580) million. For additional
information please refer to Note 26.

Undiscounted contractual commitments are presented below. The con-
tractual maturity is based on the earliest date on which the Group may be
required to pay.

SEK million Note Dec 31,2019

Within  1-3years 3-5years After Total

Tyear Syears ;
Financial liabilities) 26,31 7,703 7918 10,852 9047 ; 35521
Commitments, other 30 2,340 185 VE) 40 2,638
Total contractual commitments 10,043 8,103 10,925 9,088 : 38,160
SEK million Note Dec 31,2018

Within  1-3years 3-5years After Total

Tyear Syears |
Financial liabilities!) 26 10,550 5963 4973 12,419 33905
Commitments, other? 30 4,323 1948 34 60 6,365
Operating leases? 31 1419 1,106 668 821 4,015
Total contractual commitments 16,292 9,017 5,675 13,300 44,284

Dlncluding future interest payments. Within 1year includes derivatives of SEK 277 (113) million.
2 Dec 31,2018 has been adjusted to exclude commitments and operating leases related to the
operationsin Croatia held for sale.

Credit risk
Tele2’s credit risk is mainly associated with accounts receivables, receiv-
ables related to sold equipment (handsets), cash and cash equivalents and
financial derivatives with a positive mark-to-mark value not included under
CSA agreements. The Group regularly assesses its credit risk arising from
accountsreceivables and receivables related to sold equipment. As the cus-
tomer base is highly diversified and includes individuals and companies, the
exposure and associated overall credit risk is limited. Companies within the
Group are entitled to sell overdue receivables to debt collection agencies
either as an one-time occasion or on ongoing basis if favourable. The Group
makes provisions for expected credit losses, please refer to Note 20.
Maximum credit exposure for accounts receivables amounts to SEK
2,032 (2,509) million and receivables related to sold equipment to SEK 2,062
(2,745) million. In addition, assets classified as held for sale includes accounts
receivables and receivables related to sold equipment by maximum credit
exposure of SEK 270 (406) and 484 (1,599) million respectively.

The credit risk on liquid funds and derivative financial instruments is limited
because the counterparty are banks with high credit-ratings assigned by
credible international credit-rating agencies. The Group has entered into
ISDA agreements for derivative contracts with all counterpart banks that
have derivatives with the Group. Under the terms of these arrangements,
only where certain credit events occur (such as default), the net position
owing/receivable to a single counterparty in the same currency will be taken
as owing and all the relevant arrangements terminated. As Tele2 presently
does not have legally enforceable right to set off, these amounts have not
been offset in the balance sheet. A Credit Support Annex (CSA) hasin some
cases also been entered into with counterparts. Under CSA agreements
the parties agree to exchange collateral corresponding to the market value
of outstanding derivatives. Liabilities to financial institutions in the form of
cash pledged as collateral to reduce credit risk amounted on December
31,2019 to SEK 199 (-) million. Maximum credit exposure for liquid funds
amounted to SEK 448 (404) million and derivatives to SEK - (33) million.

NOTE3 REVENUE

Revenue per segment

SEK million 2019 2018
Sweden 22,415 16,616
Lithuania 2,656 2,430
Latvia 1,402 1,309
Estonia 813 787
Germany 457 539
Other 152
Includinginternal sales 27,743 21,833
Internal sales, elimination -84 -58
Total 27,659 21,775
Internal sales

SEK million 2019 2018
Sweden 13 4
Lithuania 44 31
Latvia 20 17
Estonia ) 6
Total 84 58

Certain wholesale business, previously managed centrally and reported in
the segment Other, has in 2019 been integrated in the Swedish operations,
as part of the reorganization initiated after the Com Hem merger. Revenue
by currency is presented in Note 2.
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Revenue split per category
Revenue can be splitinto the following categories of revenues.

SEK million 2019 2018
Sweden Consumer

End-user service revenue 12,450 6,894
Operator revenue 818 643
Equipmentrevenue 2,104 2,297
Total 15372 9834

Sweden Business
End-user service revenue
Operator revenue
Equipmentrevenue
Internal sales

Sweden Wholesale

Operator revenue 986 840
Internal sales 18 4
Total 999 844
Lithuania

End-user servicerevenue 1,329
Operator revenue 249
Equipmentrevenue 822
Internal sales 31

Latvia

End-user service revenue 857 768
Operator revenue 195 202
Equipmentrevenue 330 321
Internal sales 20 17
Total 1402 1309
Estonia

End-user service revenue 480 451
Operator revenue 131 133
Equipmentrevenue 196 197
Internal sales 6 6
Total 813 787
Germany

End-user servicerevenue 454 536
Operator revenue 0 1
Equipmentrevenue 2 2
Total 457 539
Other

Operator revenue = 152
Total - 152
Internal sales, elimination -84 -58
CONTINUING OPERATIONS

End-user service revenue 19921 14,047
Operator revenue 2,512 2,347
Equipment revenue 5,227 5,380
TOTAL 27,659 21,775

Unsatisfied long-term outstanding customer contracts

SEK million Dec31,2019  Dec 31,2018
Outstanding amount of non-cancellable customer
contractsthat are (partly) unsatisfied 5,696 4,588

As of December 31, 2019, Tele2 had non-cancellable customer contracts
with a duration up to 132 (132) months, which resulted in partly unsatisfied
performance obligations at year end. Management expect that 51(54) per-
cent of the transaction price allocated to the partly unsatisfied contracts as
of December 31, 2019 will be recognized as revenue during the year 2020
(2019).32(29) percent is expected to be recognized during 2021(2020) and
17 (16) percent during 2022-2030 (2021-2029).

Allusage-based revenue is excluded from this disclosure as that revenue
is not fixed in a contract. Tele2 does notinclude binding revenue with an out-
standing contract period of 12 months or less. Since Tele2 does not include
all contracts and has primarily cancellable subscriptions, the amount of out-
standing unsatisfied performance obligation does not amount to expected
revenue for future periods.
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Since the risks in Tele2's operations are mainly linked to the various markets
in which the company operates, Tele2 follows up and analyses its business

FINANCIAL STATEMENTS — GROUP

Team. Other includes the parent company Tele2 AB and other minor opera-
tions. For additional information please refer to section Segment reporting

on country level. The segment reporting is inline with the internal reporting ~ inNote 1.
to the chief operating decision maker, which is Tele2's Group Leadership
SEK million 2019

Sweden Lithuania Latvia Estonia Germany Other  Undistributedand ; Total

internal elimination |

Income statement |
External 22,402 2,612 1,382 807 457 27,659
ntermal . LT SO 20 o s
Revenue 22,415 2,656 1,402 813 457 -84 27,659
Underlying EBITDA 8,614 1,019 565 226 216 -114 10,525
Acquisition costs T2 =02
Integration cost -570 -570
Disposal of non-current assets -10 -10
Otheritemsaffectingcomparability | | /2 S
Items affecting comparability -711 -711
EBITDA 9,814 9,814
Depreciation/amortization -5224 -5,224
Impairment -469 -469
Result from sharesinjoint ventures
and associated companies -97 -97
Operating profit 4,024 4,024
Interestincome 29 29
Interest expense -483 -483
Otherfinancial items 10 10
Income tax -978 -978
Net profit, continuing operations 2,601 ; 2,601
Other information
Additions tointangible and tangible assets 2,035 139 190 90 1 2 2,456
Additions to right-of-use assets 1,072 18 37 177 1 1 1,306
SEK million 2018

Sweden Lithuania Latvia Estonia Germany Other Undistributed an Total

internal eliminatio

Income statement
External 16,612 2399 1.292 781 539 152 21,775
Internal 4 Lo Y O S8
Revenue 16,616 2,430 1,309 787 539 152 -58 21,775
Underlying EBITDA 4,729 817 474 167 248 -50 6,386
Acquisition costs -305 -305
Integration cost -311 -311
Disposal of non-current assets -58 -58
Otheritems affecting comparability L S 77
Items affecting comparability -750 -750
EBITDA 5,635 5,635
Depreciation/amortization -2,352 -2,352
Result from sharesinjointventures
and associated companies 9 9
Operating profit 3,291 3,291
Interestincome 15 15
Interest expense -323 -323
Other financial items -64 -64
Income tax -1,811 -1811
Net profit, continuing operations 1,108 ; 1,108
Other information
Additions tointangible and tangible assets 1967 144 112 87 — 394 2,706
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Acquisition costs and integration costs

SEK million Acquisition costs Integration costs
2019 2018 2019 2018

Com Hem, Sweden -52 -305 -570 -210
TDC, Sweden = — = -101
Other -20 — = —
Total -72 -305 -570 =311
of which:
- cost of service provided and

equipmentsold = — -134 -24
- selling expenses = — -203 -43
- administrative expenses = — 255 -244
- other operating expenses -72 -305 = —
of which:
-redundancy costs -417 -181
-otheremployee and consultancy

costs -97 -102
- exitof contractsand other costs -56 -28

Additional information is presented in Note 15.

Other items affecting comparability

Continuing operations 2019 2018
SEK million
Costs of services provided =57 =77
Selling expenses 11 —
Administrative expenses =3 0
Total T s T g1
Consists of:
- Sweden: provision for roaming dispute -54 —
- Sweden: provision for legal dispute = -109
- Sweden: provision release unfavorable contract = 32
- Lithuania: adjustment of expected credit loss rate 18 —
- Incentive program: adjustment of performance level -24 —

Impairment
In 2019, an impairment of SEK 469 million was recognized, largely related to
goodwill in Estonia. For further information see Note 12.

Non-current assets

SEK million Dec 31,2019 Dec 31,2018
Sweden 56,784 53553
Lithuania 2,023 1,749
Latvia 2,132 1.855
Estonia 1164 1,298
Germany 7 2
Croatia = 868
Other 7001 17
Total non-current assets 69,110 59,341

Non-current assets are based on the geographical location of the assets.
These assets include non-current assets other than financial instruments,
deferred tax assets, and postemployment benefit assets. Other primarily
refers to the 25 percent ownership in T-Mobile Netherlands, for further
information please refer to Note 16.

NOTE5 DEPRECIATION/AMORTIZATION AND

IMPAIRMENT
SEK million 2019 2018
By function
Cost of services provided and equipment sold -3999 -1,717
Selling expenses -300 -125
Administrativeexpenses ... 924 511
Total depreciation/amortization -5,224 -2,352
Costofservicesprovidedandequipmentsold i
Total impairment/reversal of impairment (Note 12) -469 -
Total depreciation/amortization and impairment/
reversal of impairment for the year -5,693 -2,352

SEK million 2019 2018
By type of asset

Amortization of surplus from acquisitions -1,199 -314
Depreciation/amortization of other assets -2,839 -2,038
Impairment(Note12) . A o
Total depreciation/amortization and impairment intangible and

tangible assets -4,507 -2,352
Depreciation right-of-use-assets (leases) -1,186 —
Total depreciation/amortization and impairment -5,693 -2,352
NOTE6 OTHER OPERATING INCOME

SEK million 2019 2018
Saletojoint operations 66 79
Exchange rate gains from operations 35 67
Sale of non-currentassets 4 5
Service level agreements, for sold operations 171 16
Otherincome 22 18
Total other operating income 297 185
NOTE7 OTHER OPERATING EXPENSES

SEK million 2019 2018
Exchangerate loss from operations -67 -91
Acquisition costs (Note 4) -72 -306
Sale/scrapping of non-current assets -14 -63
Service level agreements, for sold operations -128 -11
Other expenses =1L -0
Total other operating expenses -281 -470
NOTES8 INTERESTINCOME

SEK million 2019 2018
Interest, penalty interest 12 8
Interest, otherreceivables 17 8
Total interestincome 29 15

Allinterestincome is for financial assets reported at amortized cost. Interest
income related to impaired financial assets, such as accounts receivable,
are not significant.

NOTEQ INTEREST EXPENSES

SEK million 2019 2018
Interest, financial institutions and similar liabilities -371 -274
Interest, leases (Note 31) -81 -22
Interest, other interest-bearing liabilities -19 -15
Interest, penalty interest -12 -12
Total interest costs -483 -323

All interest costs are for financial instruments not valued at fair value
through the income statement, except for interest costs related to deriva-
tives amounting to SEK 14 (=68) million.

NOTE10 OTHERFINANCIAL ITEMS

SEK million 2019 2018
Exchangerate differences 23 -8
EUR netinvestment hedge, interest component = -1
Other finance expenses =13 -55
Total other financial items 10 -64

In 2018, other finance expenses mainly consist of costs associated with the
bridge facility Tele2 obtained earlier in the year to finance the acquisition
of Com Hem.

For information regarding EUR net investment hedges please refer to
Note 2 and Note 26.
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NOTETT TAXES

Tax expense/income

SEK million 2019 2018
Currenttax expense, on profit/loss current year -776 -605
Currenttaxexpense/income, onprofitpriorperiods 24 20
Current tax expense -800 -625
Deferred tax expense/income -178 -1,186
Total tax on profit for the year -978 -1,811

Effective taxrate
The difference between recorded tax expense for the Group and the tax
expense based on prevailing tax rates in each country consists of the below
listed components.

SEK million 2019 2018

Profit before tax 3,579 2919
Theoretical tax expense/income

Theoretic taxaccording to prevailing taxratein

each country -784  -219% -693  -237%
Tax effect of

Result from associated companies -21 -0.6% 2 0.1%
Write down of goodwill -93 -2.6% - -
Reversal of write down of shares in group companies -11 -0.3% — -
Non-deductible interest costs -54 -1.5% -54 -19%
Recognition of tax assets relating to taxloss

carry-forwards and temporary differences from

previous years 24 0.7% 51 18%
Write-down of previously recognized deferred tax

assets = = -1134  -388%
Adjustment due to changed tax rate 3 0.1% 59 2.0%
Adjustment of tax assets from previous years -28 -0.8% -17 -0.6%
Other non-deductible items =13 -0.4% -25 -09%
Tax expense/income and effective taxrate

for the year -978 -27.3% -1,811 -62.0%

The theoretical tax rate was 21.9 (23.7) percent. Sweden has a more central
part of this year’s result. Countries with higher tax rates have less impact on
the result compared to the previous year.

In 2019, the effective tax rate was negatively affected by the goodwill
impairment, referring to Estonia SEK -91 million and Kombridge SEK -2
million. The effective tax rate was also negatively affected by non-deduct-
ible interest costs, partly offset by a recognition of a deferred tax asset in
Germany.

New tax rules in Sweden

OnJune 13, 2018 new tax rules and tax rates were enacted in Sweden. The
new rules include a general limitation on interest deduction and a decrease
of the corporate income tax rate from 22 to 20.6 percent. The decrease of
tax rate takes place in two steps and the rules were effective from January 1,
2019. For the years 2019 and 2020 the tax rate is 21.4 percent and for 2021
and onwards the tax rate is 20.6 percent. Tele2 has in 2019 recognized a
positive one time effect due to the changed tax rules of SEK 3 (59) million.

Deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following items.

SEK million Dec 31,2019 Dec 31,2018
Unutilized loss carry-forwards 74 185
Tangible andintangible assets 64 42
Receivables 75 29
Liabilities 70 78
Pensions 88 65
OMCT 5 4
Total deferred tax assets 377 439
Netted against deferred liabilities -47 -72
Total deferred tax assets according to the balance sheet 330 367
Intangible assets -2928 -3153
Tangible assets -693 -568
Taxallocationreserve -537 -365
Total deferred tax liabilities -4,407 -4,274
Netted against deferred assets 47 72
Total deferred taxliabilities according to the balance sheet -4,360 -4,202
Net of deferred tax assets and tax liabilities -4,031 -3,835

The movement in deferred income tax assets and liabilities during the year
is as follows.

SEK million 2019
Losscarry Temporary Temporary Total
forwards differences differences
DTA DTL
Deferred tax assets/-liabilities as of January 1 185 182 -4,202 -3,835
Netted against deferred liabilities, opening
balance = 72 =72 =
Assets classified as held for sale = =572 = =72
Reportedinincome statement -106 59 -131 -178
Reportedin other comprehensive income =9 23 = 14
Reportedin equity = 19 = 19
Exchange rate differences 4 0 =1L 3
Netted against deferred liabilities = -47 47 =
Deferred tax assets/-liabilities as of
December 31 74 256 -4,360 -4,030
SEK million 2018
Losscarry Temporary Temporary Total
forwards differences differences
DTA DTL
Deferredtaxassets/-liabilities as of January 1 1,602 310 -997 915
Netted against deferred liabilities, opening
balance 1 8 -9 —
Assets classified as held for sale -216 -257 19 -454
Reportedinincome statement -1,211 58 21 -1,132
Reportedin other comprehensive income -87 -12 1 -97
Reportedin equity — 4 10 14
Acquired companies 41 141 -3,310 -3,128
Exchangerate differences 55 1 -9 47
Netted against deferred liabilities — -72 72 —
Deferred tax assets/-liabilities as of
December 31 185 182 -4,202 -3,835
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Tax loss carry-forwards

The Group's total tax loss carry-forwards as of December 31,2019 were SEK
5,402 (5,831) million, of which SEK 303 (728) million for which deferred tax
asset were recognized and the remaining part, SEK 5,099 (5,103) million,
were not recognized. Total taxloss carry-forwards expire according to below.

SEK million Recognized Notrecognized Total

Dec 312019 Dec312018 Dec312019 Dec312018 Dec312019 Dec 312018

Expiresin fiveyears 2 — = 1 2 1
Expiresafter fiveyears - il - 2 - 2
With expiration date 2 - — 3 2 3
No expiration date 301 728 5,099 5,100 5,400 5,828
Total taxloss carry

forwards 303 728 5,099 5,103 5,402 5,831
SEK million Dec 31,2019 Dec 31,2018
Companies reported a profit this year and previous year 291 315
Companies reported a profit this year but a loss the previous year 39 52
Companies reported aloss this year = —
Total deferred tax assets 330 367

Deferred tax assets were reported for deductible temporary differences
and tax loss carry-forwards to the extent convincing evidence showed that
these can be utilized against future taxable profits.

NOTE12 INTANGIBLE ASSETS

Tax disputes

Tele2 Sweden has made a provision of 366 (361) million related to the years
2013-2018 as a result of tax disputes regarding the right to deduct interest
expenses on intra-group loans. This provision is reported as a current tax
liability. Tele2 Sweden has appealed decisions by the Swedish Tax Agency
related to the years 2015, 2016 and 2017 and rulings from the Administrative
Courtin Stockholm related to the years 2013 and 2014.

On April 1,2019 Tele2 was notified that the Swedish Tax Agency rejects
Tele2's claim for a deduction of an exchange loss of SEK 1.8 billion related to
a conversion of a shareholder loan to Tele2 Kazakhstan from USD to Kazakh
Tengein connection to the establishment of Tele2’s previously jointly owned
company in Kazakhstan. The tax authority has in September 2019 partly
accepted the claimed deduction with SEK 0.7 billion. The additional tax
claim on the remainder amounts to SEK 241 million and a tax surcharge and
interest of SEK 109 million. Tele2 has appealed the decision and assesses
it as probable that the appeal will be successful. No provision has been
recognized.

SEK million Note Dec 31,2019

Utilizationrights, Licenses Customer Constructionin : Total other Goodwill : Total

trademarks and including agreements progress ! intangible assets g

software frequencies | |

CostatJanuary 1 10911 3,302 10,166 760 25139 32,037 57176
Changedaccountingprinciple, IFRS16 - 3 O T T T 2 S e 91
Adjusted costas of January 1 10,819 3,302 10,16 760 25,047 32,037 57,084
Cost for assets classified as held for sale 36 —66 -295 - =3 -364 -105 | —-469
Additions 253 12 = 815 1,080 = 1,080
Disposals -6 -128 — =2 -135 =} -135
Reclassification 999 48 - -1022 25 :
Exchangeratedifferences S A L 37 84
Total cost 12,005 2947 10,167 548 25,666
Accumulated amortization at January 1 =3, 115 -1,429 —655 = -5,199
Changedaccountingprinciple. IFRS16 T S 48 T T Tmhoo48
Adjusted amortization as of January 1 -3,067 -1,429 —655 = -5,151
Accumulated amortization for assets classified as held :
forsale 36 54 121 = - 175
Amortization -950 —206 -988 — —2,144
Disposals 6 128 — — 134
Exchangerate differences
Total accumulated amortization -3,962 -1,390 -1,645 — -6,996 -6,996
Accumulated impairment at January 1 274 —61 — — -335 2214
Accumulated impairment for assets classified as held :
forsale 36 3 61 = - 65 170
Impairment -3 — -1 = -4 —469
Salesand scrapping 1 = = — 1
Exchangerate differences -0 = = = -21

Total accumulated impairment

Total intangible assets 7,770

Of the total 2019 additions in intangible assets, SEK 453 (197) million consist of internally generated intangibles. Internally generated intangible assets and
construction in progress mainly consists of internal IT development and software projects.
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SEK million Note Dec 31,2018

Utilizationrights, Licenses Customer Constructionin : Total other Goodwill : Total

trademarks and including agreements progress ! intangible assets !

software frequencies | |

CostatJanuary 1 4,840 3,186 1,483 409 9918 7656 17574
Cost for assets classified as held for sale 36 -213 -576 274 =26 -1,089 —473 -1561
Acquisitions through business combinations 6,092 36 8962 12 15,102 24,657 39,760
Additions 87 798 — 909 1794 — 1794
Disposals -420 -218 -9 —66 | -713 — 713
Reclassification 503 41 — —478 66 — 66
Exchangeratedifferences 2L 35 S i 60 Mmoo 256
Total cost 10911 3,302 10,166 760 25,139 32,037 57,176
Accumulated amortization at January 1 -3012 -1797 -663 —i ~5473 -0 -5473
Accumulated amortization for assets classified as held
for sale 36 74 336 274 - 683 - 683
Amortization -569 -160 =272 - -1,001 : -1,001
Disposals 410 209 9 628 628
Exchangeratedifferences .78 e T oL S =37
Total accumulated amortization -3,115 -1,429 —655 : -5,199 -5,199
Accumulated impairment at January 1 -273 =127 — — -401 -2,539
Accumulated impairment for assets classified as held :
forsale 36 — — — — — 339 1 339
Reversal of impairment - 73 - 73 - 73
Exchangeratedifferences .= 8 T TR T8 AN ~87.
Total accumulated impairment -274 -61 - -335 -1,878 ; -2,214
Total intangible assets 7,522 1,812 9,511 19,604 30,158 49763

Goodwill and other intangible assets with indefinite useful life

In connection with the acquisition of operations, goodwill is allocated to the
cash generating units that are expected to receive future financial benefits,
such as synergies, as a result of the acquired operations. In the event that
separate cash generating units cannot be identified, goodwill is allocated
to the lowest level at which the operation and its assets are controlled and
monitored internally, which is on operating segment level. In 2019, Sweden
Consumer, Sweden Business and loT have been combined into one oper-
ating segment (Sweden), and the goodwill has been combined accordingly.
In addition to goodwill, the Com Hem trademark is assessed to have an
indefinite useful life. This asset originates from the merger with Com Hem
in 2018. The lifetime was assessed to be indefinite, as Com Hem is a market
leading premium brand, in which the company has continued to invest in
also post-merger.

Cash generating units and operating segments Goodwill Trademark

SEK million 2019 2018 2019 2018
Sweden 27,315 27325 5,383 5383
Lithuania 881 868 = —
Latvia 1,263 1,244 = -
Estonia 284 721 = —
Total 29,744 30,158 5,383 5,383

Goodwill and trademark impairment test

Tele2 tests goodwill and other intangible assets with indefinite useful lives
for impairment annually by calculating the recoverable value for the cash
generating units to which these assets are allocated. The recoverable value
of the respective cash generating unit is based on the higher of estimated
value in use and fair value less costs of disposal. For all cash generating units
the recoverable values have been determined based on value in use. The
Com Hem trademark is tested for impairment as part of this process.

The key assumptions used in the calculations of values in use are growth
rates, profit margins, investment levels and discount rates. The expected
revenue growth rates, profit margins and investment levels are based on
sector data as well as management’s assessment of market-specific risks
and opportunities, including expected changes in competition, the business
model used by Tele2 and the regulatory environment. The discount rate
takes into account the prevailing interest rates and specific risk factors in a
particular cash generating unit. The discount rate before tax (WACC) varies
between 9 and 11(10 and 11) percent.

Tele2 calculates future cash flows based on the most recently pre-
sented three-year plan. In one case the business plan has been extended

for additional two years, until the forecasted cash flow is considered more
stable. For the period after this, annual growth of up to 2 (Up to 2) percent is
assumed. These rates do not exceed the average long-term growth for the
sector as a whole nor do they exceed the expected long term GDP growth
rates in the markets.

In 2019, a goodwill impairment of SEK 455 million was recognized
in Estonia. It was related to a reassessment of the estimated future cash
generation, reflecting a lower starting point following last year’s decline in
profitability. After the impairment, the value attached to the Estonian oper-
ation was SEK 850 million on a debt free basis, derived from the value in use
calculation with a pre-tax WACC of 11 percent. In addition, animpairment of
SEK 13 million was recognized related to loT in 2019, of which goodwill SEK
10 million. As loT has revised its strategy, and is now targeting more focused
growth, goodwill and surplus attached to the Kombridge acquisition have
been written off.

Changes to assumptions

In 2019, the carrying amount in Estonia has been written down toits value in
use. A subsequent negative deviation to the assumed development would
therefore give rise to further impairment risks. However, the promising
Estonian revenue growth in the second half of 2019 lowers such a risk.

For the other cash generating units to which goodwill have been
assigned, Tele2 assesses that reasonable potential changes in the key
assumptions should not have such significant impact that they individually
would reduce the value in use to a value below the carrying value of the cash
generating units.

The value in use calculations are based on the following assumptions per
operating segment.

SEK million WACC Forecast period, Growthrate after the
pre tax inyears forecast period
2019 2018 2019 2018 2019 2018
Sweden 9% 10% 3 3 0% 0%
Lithuania 11% 11% 3 3 2% 2%
Latvia 11% 11% 3 3 2% 2%
Estonia 11% 11% 5 3 2% 2%
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NOTE 13 TANGIBLE ASSETS
SEK million Note Dec 31,2019
Buildings Equipmentand Construction : Total other Machinery and of which Total
installations inprogress |  tangibleassets technical plant finance leases |
CostatJanuvary 1 218 1,324 716 2,258 21946
Changeinaccountingprinciple,FRS16 3 [ . ‘
Adjusted costat January 1 218 1,324
Cost for assets classified as held for sale 36 = -81
Additions 1S 46
Dismantling cost = =
Disposals =g —40
Reclassification = 104
Exchangerate differences 3 7
Total cost 232 1,361
Accumulated depreciation at January 1 -170 -990
Changeinaccountingprinciple, IFRS16 88 e R
Adjusted accumulated depreciation at January 1 =170 -990
Accumulated depreciation for assets classified as held for sale 36 = 61 = 61 479 = 540
Depreciation -10 -151 :
Disposals g 32
Exchangeratedifferences L. =% =6
Total accumulated depreciation -180 -1,054
Accumulated impairmentat January 1 = -8
Accumulated impairment for assets classified as held for sale 36 = 8

Exchangeratedifferences SRR T

Total accumulated impairment — —
Total tangible assets 52 307

Leases can be found in Note 14 as from 2019.

SEK million Note Dec 31,2018

Buildings Equipmentand Construction Total other Machinery and of which Total

installations inprogress |  tangible assets technical plant finance leases |

CostatJanuary 1 405 1,686 1570 | 3.662 24915 401 ; 28,577
Cost for assets classified as held for sale 36 -201 -259 -688 -1,147 -2,191 - -3,339
Acquisitions through business combinations - 43 144 187 2,827 — 3,014
Additions 4 101 459 564 474 - 1,038
Dismantling cost - - - - 86 — 86
Disposals -2 -292 3 -291 -5095 - -5386
Reclassification 3 22 =777 753 689 - —64
Exchangeratedifferences ] A 2 R . 240 T80
Total cost 218 1,326 77 2,260 21,946 401 ; 24,206
Accumulated depreciation at January 1 -177 -1,239 -1 -1,417 -17,479 279 ! -18,896
Accumulated depreciation for assets classified as held for sale 36 21 116 - 138 846 — 984
Depreciation -9 -130 -0 -139 -1.307 -18 -1.447
Disposals 2 286 0 288 5071 - 5359
Reclassification — — - — — - —
Exchangeratedifferences T 22 T 29 109 o S -138
Total accumulated depreciation -170 —-990 -1 : -1,161 -12977 -297 : -14,138
Adjusted accumulated impairment at January 1 — -8 -4 -11 -980 - -991
Accumulated depreciation for assets classified as held for sale 36 — — - - 76 — 76
Reversal of impairment — — 1 1 74 — 75
Disposals — — 1 1 - - 1
Exchangeratedifferences . et S SR SRR S e S -37.
Total accumulated impairment - -8 -2 -10 -867 - -877
Total tangible assets 48 328 714 ; 1,090 8,102 104 : 9,192
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NOTE 14 RIGHT-OF-USE ASSETS

On January 1, 2019 Tele2 changed the accounting principles for leases,
by applying IFRS 16 Leases, please refer to Note 35. Tele2’s leases consist
mainly of lease of sites and base stations (including land), leased lines,

premises, vehicles and other equipment, please refer to Note 31 for more
information on leases.

SEK million Note Dec 31,2019

Rentof Sitesand Leased Equipment Total

space base stations lines

Changeinaccountingprinciple, IFRS16 - 3 995 2898 2810 6 6420
Adjusted costat January 1 955 2,593 2,810 62 6,420
Costfor assets classified as held for sale 36 —45 -408 =36 -4 —494
Additions 101 281 896 28 1,306
Other adjustments -0 -0 -0 =1 -2
Exchangeratedifferences L S 2] O 9.
Total cost 1,012 2,472 3,672 85 7,240
Changeinaccountingprinciple,IFRS16 - e S .. A ..
Adjusted accumulated depreciation at January 1 — — -344 - —344
Depreciation -164 -403 -589 =3l -1,186
Other adjustments 0 0 0 1 1
Exchangeratedifferences L L O 2.
Total accumulated depreciation =163 —401 -933 =30 -1,528
Total right-of-use assets 31 849 2,070 2,739 54 5713

NOTE 15 BUSINESS ACQUISITIONS AND DIVESTMENTS

Acquisitions and divestments of shares and participations affecting cash
flow were as follows:

Total operations

SEK million 2019 2018
Acquisitions

ComHem,Sweden = 76400
Total group companies = -6,400
Capital contributions tojoint ventures and associated companies =1L -7
Repayment of capital contributions associated companies = 1
Totaljointventuresand associated companies 13 -6
Total acquisition of shares and participations =I5 -6,406
Divestments

Tele2 Kazakhstan 2,343 —
Tele2Netherlands 1981 =
Total sale of shares and participations 4,323 —
Total cash flow effect 4,310 -6,406

Acquisitions

T-Mobile, the Netherlands

The divestment of Tele2 Netherlands was closed on January 2, 2019, please
refer to Note 36. As part of the divestment Tele2 acquired 25 percent of the
shares in the new combined company T-Mobile Netherlands Holding B.V.
The fair value of the shares was estimated to SEK 6.9 billion. The transaction
combines two mobile customer champions with complementary brands,
technologies and customer bases. Based on current numbers the combined
company has a revenue of around EUR 2 billion. Tele2’s 25 percent of the
share is reported as an associated company in the financial statements of
Tele2, please refer to Note 16.

Com Hem, Sweden

On January 10, 2018 Tele2 announced the merger plan with Com Hem
in Sweden through a statutory merger in accordance with the Swedish
Companies Act, creating a leading integrated connectivity provider. The
merger was approved by the shareholders in respective companies on
September 21, 2018, unconditionally by the European Commission on
October 8, 2018, and was implemented on November 5, 2018 by Tele2
absorbing Com Hem. Com Hem'’s shareholders received as merger con-
sideration SEK 37.02 in cash plus 10374 B shares in Tele2 for each share in
Com Hem outstanding as at completion of the merger. Hence, Com Hem's
shareholders received 26.6 percent economic ownership in Tele2 and a total
cash consideration of SEK 6,546 million. The number of shares issued by
Tele2 as merger consideration amounted to 183,441,585 B shares. The fair
value of these shares was determined based on the closing price of Tele2's B
shares on November 5,2018, amounting to SEK 107.75 per share.

Acquisition costs and integration costs have been reported as operating
costsin the income statement and are stated in Note 4.

Com Hem affected Tele2’s net sales in 2018 by SEK 1,110 million and
underlying EBITDA by SEK 478 million.

Net assets at the time of acquisition
Assets, liabilities and contingent liabilities included in the acquired opera-
tions are stated below.

SEK million ComHem,
Sweden (2018)
Utilization rights and software 468
Licenses 36
Customer agreements 8962
Trademarks 5624
Constructionin progress, intangible assets 12
Tangible assets 3,014
Financialassets 9
Capitalized contract cost 37
Deferredtaxassets 127
Inventories 9
Currentreceivables 427
Cashand cash equivalents 146
Non-current provisions —494
Othernon-currentinterest-bearingliabilities -10,598
Deferred taxliabilities -3,254
Current provisions -40
Other currentinterest-bearingliabilities -892
Currentnon-interest-bearingliabilites 1938
Acquired net assets 1,655
Goodwill 24,657
Purchase price shares 26,312
Paid with own shares -19,766
6,546
Less: cash and cash equivalentsin acquired companies -146
NET CASH OUTFLOW (+) 6,400

Divestments

Discontinued operations

Please refer to Note 36 for information regarding operations in Netherlands
and Kazakhstan reported as discontinued operations.
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NOTE16 JOINT VENTURES AND ASSOCIATED COMPANIES

NOTE17 OTHERFINANCIAL ASSETS

SEK million Holding Book value of shares Result from shares SEK million Dec 31,2019 Dec 31,2018
Dec 31,2019 Dec 31,2018 Dec31,2019 Dec31,2018 Dec 31,2019 Dec 31,2018 Receivable from sold equipment 628 898
T-Mobile Netherlands Pension funds 116 110
Holding BV, the _ ) .
Netherlands 25% ~ 6976 _ 78 _ gohn c‘urrent hold\ngs‘of;scuntles Z 7
UAB Mobilieji mokéjimai, therlong-termreceivables -
Lithuania 33.3% 33.3% — 6 20 -8 Total other financial assets 756 1,015
SNPAC Swedish Nr . . . . . . .
Portability Adm.Centre Receivable from sold equipment consists of instalment which is referring
AB.Sweden 0% 0% 6 ° ! ®  toequipment sold, such as handsets and other equipment. The equipment
Triangelbolaget D4 AB, quip o v - requip : quip
Sweden 25% 25% 1 2 -0 1 has been supplied to the customer and for which the revenue has been rec-
f'jx‘g;:ggjﬁg“mfs’*- - . o _ 14 ognized. None of these receivables were due on the closing date. When the
Total joint ventures and invoicing occurs, the amount invoiced is transferred from receivable from
associated companies 6,983 13 -97 9

Tele2 has one material associated company, T-Mobile Netherlands Holding
B.V.,in which Tele2’s ownership, voting power as well as consolidated share
is 25 (-) percent. The shares were acquired as part of the divestment of Tele2
Netherlands, please refer to Note 15.

Shares in joint ventures and associated companies

SEK million Dec31,2019  Dec 31,2018
CostatJanuvary 1 13 16
Investments 6917 7
Repayment of capital contribution = -2
Dividend = -16
Share of profit for the year -91 9
Impairment of investments -6 —
Exchangerate differences 150 -1
Total sharesinjoint ventures and associated companies 6,983 13
Extracts from the income statements of joint ventures
and associated companies
SEK million T-Mobile, Netherlands Other

Dec 31,2019 Dec 31,2018 Dec31,2019 Dec 31,2018
Revenue 20,229 — 70 65
Net profit 610 — -39 27
Reconciliation of the above summarised financial
information to the Group's share recognised in
the consolidated income statement:
Net profit of joint ventures and associated
companies 610 — -39 27
Proportion of the Group’s share 153 — =13 9
Amortization of acquisition fair value adjustments,
netof tax -231 — = —
Impairment of investments = — -6 —
Group’s share of total income from joint ventures
and associated companies -78 — -19 9
Extracts from the balance sheet of joint ventures
and associated companies
SEK million T-Mobile, Netherlands Other

Dec 31,2019 Dec 31,2018 Dec 31,2019 Dec 31,2018

Intangible assets 8936 — 19 19
Tangible assets 6,890 — 1 1
Right-of-use assets 3,290 — — -
Financial assets 463 — 0 —
Deferredtaxassets 4,229 — = —
Currentassets 8,343 — 37 47
Total assets 32,152 - 57 67
Equity 10,549 — 39 39
Non-currentliabilities 15,372 — 1 1
Currentliabilities 6,231 — 17 27
Total equity and liabilities 32,152 — 57 67
Reconciliation of the above summarised financial

information to the carryingamount of the

interest recognised in the consolidated balance

sheet:

Net assets of joint ventures and associated

companies 10,549 — 39 39
Proportion of the Group’s ownership 2,637 — 13 13
Goodwill 2,320 — = —
Other surplus values net of tax 2,018 — = —
Accumulated impairment = — -6 —
Carrying amount of the Group's interest in joint

ventures and associated companies 6976 — 7 13

sold equipment to accounts receivable. The item also consists of effects of
the time difference between when the performance obligation is satisfied
and revenue recognized for the goods or service and the payments to be
received. The contract asset arises due to sales of bundles. For information
regarding loss allowance please refer to Note 20.

NOTE 18 CAPITALIZED CONTRACT COSTS

SEK million Dec31,2019  Dec31,2018
CostatJanuvary 1 374 357
Cost for assets classified as held for sale =9 —
Additions 457 372
Expensed contracts costs -418 -355
Total capitalized contract costs 374 374

Expensed contract costs consist of amortized capitalized contract costs.
Amortization is recognized as an operating cost, in order for this cost to be
reflected in the operational business.

NOTE19 INVENTORIES

SEK million Dec31,2019  Dec31,2018
Finished products and goods for resale 670 637
Other 40 33
Total inventories 710 670

Tele2'sinventories mainly consist of mobile phones. In 2019 inventories were
expensed by SEK 4,771(4,614) million, of which SEK 3 (25) million was related
to write-downs.
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NOTE 20 ACCOUNTS RECEIVABLE

SEK million Dec 31,2019 Dec 31,2018 SEK million Dec 31,2019
Gross carrying amount 2,185 2961 Pastdue
Loss allowance -153 -452 Notdue 1-30days 31-60days 61-90days >90days Total
Total accountsreceivable, net 2,032 2,509 Accountsreceivable
Consumer
SEK million Dec31,2019  Dec31,2018 Expected creditloss rate 078%  081%  350%  696% 4072% 806%
LossallowanceatJanuary 1 452 753 Gross carrying amount 471 248 34 18 165 936
Assets classified as held for sale -199 -267 Loss allowance -4 2 1 -1 -67 75
Companies acquired during the year = 9 )
Netchangeinloss allowance -104 -73 Business
Exchange rate differences 3 31 Expected creditloss rate 0.39% 0.67% 311% 375%  4721% 622%
Total reserve for loss allowance 153 452 Gross carryingamount 880 182 12 24 152 1,249
Lossallowance =3 =1 0 -1 -72 -78
Total loss allowance accounts
3 ) receivable -7 =3 =2 =2 =139 =153
Receivable from sold equipment
— Receivable from sold equipment
SEK million i Dec 31,2019 Dec 31,2018 Consumer
Gross carrying amount 2101 2791 Expected credit loss rate 171% = = = - 171%
Lossallowance . -39 -46 Gross carrying amount 1,702 — — — — 1702
Total accountsreceivable, net 2,062 2,745 Loss allowance 29 _ _ _ _ 29
of which non-current 628 898
of which current 1,434 1,847 Business
Expected creditlossrate 2.49% = = = — 249%
SEK million Dec 31,2019 Dec 31,2018 Gross carryingamount 399 = = = = 399
Lossallowance atJanuary 1 46 51 Loss allowance -10 — — — — -10
Asset classified as held for sale -18 - Total loss allowance receivables
Net changein loss allowance 11 -5 from sold equipment -39 = - = = -39
Totalreserve for loss allowance 39 46
SEK million Dec 31,2018
Loss allowance Pastdue
Tele2 applies the simplified approach of IFRS 9 measuring expected credit : Notdve 1-30days 351-60days 61-90days >90days  Total
X X N X Accountsreceivable
losses for trade receivables and receivable from sold equipment. The sim- consumer
plified approach is always based on lifetime expected credit losses consid- ~ Expectedcreditlossrate 167%  203%  8l6% 3517% 7909% 20.67%
ering information about historical data adjusted for current conditions and ~ Grosscarryingamount 615 306 %6 19 305 1302
K . X Lossallowance -10 -6 -5 -7 -241 -269
forecasts of future events and economic conditions. Receivable from sold
. . . . Business
equipment consists of receivables on customers for equipment, such as Expected creditloss rate 021%  059%  241% 6350% 6478% 1103%
handsets and other equipment, which have been supplied to the customer  Gross carryingamount 1215 136 31 23 254 1659
and for which the revenues have been recognized. Lossallowance -3 -1 -1 14 -l64 183
. . . Total loss allowance accounts
To measure the expected credit losses, accounts receivable and receiv- receivable 13 7 -5 21 _406  -452
able from sold equipment have been grouped by credit risk characteristics  gqceivable from sold equipment
and past due status. Tele2 has chosen to report the expected credit losses  Consumer
based on customer type since the risk is considered to be diverse. Business ~ Expectedcreditiossrate 1.68% - - - - Log%
fi h &2’ . . iy f Gross carryingamount 2547 — — — — 2547
customers are defined as customer that uses Tele2's services primarily for | o100 ance 43 _ _ _ _ 43
business purposes, including public sector and non-profit organizations. A Business
consumer is a customer which is not defined as a business customer. The  gxpected creditloss rate 121% - - - - 121%
expected credit losses are based on customers’ payment history duringa  Grosscarryingamount 244 - - - - 244
) ) . ) Lossall -3 - - - - -3
period of between 3 to 24 months together with the historical credit losses ~ -=>&owance ,
. . . . . Totalloss allowance receivables
during the same period. The historical losses are adjusted to reflect macro-  fromsold equipment -46 - - - - -46

economic and forward-looking information that can affect the customers’
ability to pay, such as changed market expectations and the ability to sell
outstanding account receivables.

Tele2 hasidentified and made specific reservations for customers whose
ability to pay are considered to be differentiated from other receivables.
Account receivables and receivable from sold equipment are written off
when apaymentnolonger is considered to be likely. Anindicationis that the
payment is more than 90 days overdue.

The change in loss allowance relating to accounts receivable compared to
last year can mainly be explained by the opportunity to sell bad debts older
than 90 days.

When the receivable from sold equipment is invoiced, it is reclassified to
accounts receivable.
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NOTE21 OTHER CURRENT RECEIVABLES

SEK million Dec 31,2019 Dec 31,2018
Receivable from sold equipment 1,434 1,847
VAT receivable 24 39
Receivable on Net4Mobility, joint operation in Sweden 154 170
Receivable onsuppliers 68 209
Receivable on Svenska UMTS-nét, joint operation in Sweden 11 14
Derivatives 154 33
Currenttaxreceivables 19 16
Other 47 85
Total other currentreceivables 1911 2,413

Receivable from sold equipment includes equipment sold with installment
plans, such as handsets and other equipment. The equipment has been
transferred to the customer and revenue has been recognized. None of
these receivables were due on the closing date. When the invoicing occurs,
the amount invoiced is transferred from receivable from sold equipment to
accountsreceivable. Thisitem also includes contract assets, related to bun-
dled sales. The receivable arises as an effect of timing differences between
1) satisfaction of the performance obligation and revenue recognition of
goods and services and 2) payments. For information regarding loss allow-
ance please refer to Note 20. For further information on derivatives, please
refer to Note 2.

NOTE 22 PREPAID EXPENSES AND ACCRUED INCOME

SEK million Dec 31,2019 Dec 31,2018
Rental costs 323 212
Frequency usage 4 160
Interest expenses = 90
Otherprepaidexpenses ] 76 212
Total prepaid expenses 502 673
Customers 709 681
Other telecom operators 451 498
Other accruedincome 110 51

Total accrued income 1,270 1,229
Total prepaid expenses and accrued income

SEK 32 (46) million of accrued income is estimated to be paid more than 12
months after the closing date.

NOTE 23 CURRENT INVESTMENTS

SEK million Dec 31,2019 Dec 31,2018
Restricted funds 0 1
Sharesin other companies = 1
Total current investments 0 2

NOTE 24 CASH AND CASH EQUIVALENTS AND
UNUTILIZED OVERDRAFT FACILITIES

SEK million Dec 31,2019 Dec 31,2018
Cashand cash equivalents 448 404
Unutilized overdraft facilities and credit lines 8716 9116
Total available liquidity 9,164 9,520
SEK million Dec 31,2019 Dec 31,2018
Overdraft facilities granted 810 1,661
Overdraftfacilitiesutiized L 28 885
Total unutilized overdraft facilities 787 1,306
Unutilized creditlines 7930 7809
Total unutilized overdraft facilities and credit lines 8,716 9,116

Tele2’s share of liquid funds in joint operations, for which Tele2 has limited
disposal rights, amounted at December 31, 2019 to SEK 65 (60) million and
was included in the Group's cash and cash equivalents.

No specific collateral is provided for overdraft facilities or unutilized
creditlines.

Exchange rate difference in cash and cash equivalents

SEK million Dec31,2019  Dec 31,2018
Exchangerate differencesin cash and cash equivalents at January 1 4 -2
Exchange rate differencesin cash flow for the year 432 28
Total exchange rate differences in cash and cash equivalents
forthe year 436 26
NOTE 25 SHARES, EQUITY AND APPROPRIATION
OF PROFIT

Number of shares

Ashares Bshares Cshares Total
Asof January 1,2018 22,793,523 482,207,489 1,899,000 506,900,012
Reclassification of A shares to B shares -145831 145831 — —
New shareissue — 183,441,585 — 183,441,585
As of December 31,2018 22,647,692 665794905 1,899,000 690,341,597
Reclassification of Ashares to B shares -50,047 50,047 — —
Total number of shares as of
December 31,2019 22,597,645 665,844,952 1,899,000 690,341,597

Dec31,2019  Dec 31,2018

Total number of shares 690,341,597 690,341,597
Number of treasury shares -2,411,044 -3,338,529

Number of outstanding shares
Number of shares, weighted average

687,930,553 687,003,068
687,532,589 531,098,522

Number of shares after dilution
Number of shares after dilution, weighted average

691,192,229 690,115,713
690,7561970 534505915

At December 31,2019, Tele2 had 64,978 known shareholders. Kinnevik AB
owned as of December 31,2019, 27.2 percent of the capital and 42.0 percent
of the voting rights. No other shareholder owned, directly or indirectly, more
than 10 percent of the shares in Tele2. The 10 largest single shareholders
represented 49.7 percent of the share capital and 59.5 percent of the votes.

On November 5,2018, Tele2 performed a new issue of 183,441,585 class
B shares as merger consideration in connection with the acquisition of Com
Hem (please refer to Note 15). As a result, equity increased with SEK 19,766
million.

On September 10,2018,145,831 class A shares were reclassified into class
Bshares.On March 13 and September 6,2019, 40,770 and 9,277 respectively
of class A shares were reclassified into class B shares.
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The share capital in Tele2 ABis divided into three classes of shares: Class
A, Band C shares. All types of shares have a par value of SEK 125 per share
and Class A and B shares have the same rights in the company’s net assets
and profits while Class C shares are not entitled to dividend. Shares of Class
Aentitle the holder to 10 voting rights per share and Class B and C shares to
one voting right per share.

There are no limitations regarding how many votes each shareholder
may vote for at general meetings of shareholders. The Articles of Association
make no stipulation that limits the right to transfer the shares.

In the case of a bid for all shares or a controlling part of the shares in
Tele2, the financing facilities may be accelerated and due for immediate
repayment. In addition, some other agreements may be terminated.

Number of treasury shares

Bshares Cshares Total
Asof January 1,2018 2,245459 1899000 4,144,459
Delivery of own shares under LTI program -449,039 —  -449039
Delivery of ownsharesunder LTI program. earlyvesting __ -356891  — -356891
As of December 31,2018 1,439,529 1,899,000 3,338,529
Delivery of own shares under LTI program -572,714 —  -572714
Delivery of own shares under LTI program, early vesting -354,771 — -354771

Proposed appropriation of profit

The Board proposes that, from the SEK 21,611,331,573 at the disposal of the
Annual General Meeting, an ordinary dividend of SEK 5.50 per share should
be paid to shareholders in two equal tranches in May and October 2020,
corresponding to SEK 3,783,618,042 on December 31, 2019. In addition,
the board proposes an extraordinary dividend of SEK 3.50 per share, to be
paid in May 2020, corresponding to SEK 2,407,756,936 on December 3],
2019. And that the remaining amount, SEK 15,419,956,595, should be carried
forward.

Based on this annual report, the consolidated financial statements and
other information which has become available, the Board has considered
all aspects of the parent company’s and the Group's financial position. This
evaluation has led the Board to the conclusion that the dividend is justifiable
in view of the requirements that the nature and scope of and risks involved in
Tele2’s operations have on the size of the company’s and the Group's equity
aswellas onits consolidation needs, liquidity and financial position in general.

For information regarding dividend policy please refer to Note 2.

NOTE 26 FINANCIAL LIABILITIES

Total number of treasury shares as of December 31,2019 512,044 1,899,000 2,411,044

Number of treasury shares amount to 0.3 (0.5) percent of the share capital.
As aresult of share rights in the LTI 2016-2019 being exercised during 2019
Tele2 delivered 354,771 (356,891) B-shares in treasury shares to some of
the participants in the program. This was an early vesting of the programs
following the merger with Com Hem.

As aresult of share rights in the LTI 2016 (2018: LTI 2015) being exercised
on April 29,2019, Tele2 delivered 572,714 (May 4,2018: 449,039) B-shares in
treasury shares to the participants in the program.

Outstanding share rights

SEK million Dec 31,2019 Dec 31,2018
Liabilities to financial institutions and similar liabilities 24,899 28,070
Lease liabilities 5,642 17
Otherinterest-bearingliabilities 504 221
Total interest-bearing financial liabilities 31,044 28,307
Accounts payable 1671 3,004
Other non-interest-bearingliabilities 781 692
Total non-interest-bearing financial liabilites 2452 3,696
Total financial liabilities 33,497 32,003

Financial risk management and financial instruments are presented in Note 2.

Financial liabilities fall due for payment according to below.

SEK million Dec 31,2019 Dec 31,2018
Dec 31,2019 Dec 31,2018 Nominal Recorded Nominal Recorded
Incentive program 2019-2022 1,395,024 — _ valve value value valve
Incentive program 2018-2021 1154334 1,482,420 Within 8 months 4,488 4.465 9951 9952
Incentive program 2017-2020 712,318 1050018 Within =12 months 2861 2823 280 280
Incentive program 2016-2019 _ 801,040 Within 1-2 years 4,158 4,098 2,023 2,023
Total number of outstanding share rights 3261676 3333478 Within 2-3 years 3220 3.174 3.384 3384
of which will be settled in cash — 220,833 Within 3—4 years 2,545 2515 2,588 2588
Within 4-5years 7855 7837 1960 1960
Further information is provided in Note 33. Within 5-10years 8453 8497 11788 11796
Within 10-15years 111 87 23 20
. . Total financial liabilities 33,691 33,497 31,997 32,003
Number of shares after dilution
Dec 31,2019 Dec 31,2018
Total number of shares 690,341,597 690,341,597 Interest-bearing financial liabilities
Number of treasury shares 2411044 -3338529 - nterest-bearing financial liabilities fall due for payments as follows:
Number of outstanding shares, basic 687,930,553 687,003,068
SEK million Within Within Within Within Within Within Total
Number of outstanding share rights 3,261,676 3,333,478 Tyear 1-2years 2-3years 3-4years 4-5years 5-15years
Excluding sharerights to be settledin cash — -220,833 Variable interestrates 3,687 52 2,199 551 598 4900 11987
Total number of shares after dilution 691,192,229 690,115,713 Fixedinterestrates 1,149 4,046 975 1965 7,239 3,685 19,058
Total interest-bearing
liabilities 4836 4098 3174 2515 7837 8584 31,044

Earnings per share

Total operation Earnings per share Earnings per share, after dilution

2019 2018 2019 2018

Net profit attributable to equity holders

of the parent company (SEK million) 5,004 854 5,004 854

Weighted average number of

outstanding shares 687,532,589 531,098,522 687532589 531,098,522

Incentive program 2019-2022 836,692

Incentive program 2018-2021 1,271,421 829,239
Incentive program 2017-2020 869,263 1,327,443
Incentive program 2016-2019 242,005 1,023,804
Incentiveprogram2016=2008 = 226907
Weighted average number

of sharerights 3,219,381 3,407,393

Weighted average number of
outstanding shares after dilution 690,751,970 534,505,915

Earnings per share, SEK 7.28 1.61 7.24 1.60
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Liabilities to financial institutions and similar liabilities

SEK million Interestrate terms Maturity date Dec 31,2019 Dec 31,2018
Funding type Current liabilities Non-current liabilities Current liabilities Non-current liabilities
BondsEUR fixed 1.125% 2024 = 5217 — 5,138
Bonds EUR fixed 2.125% 2028 = 5292 — 5,147
Bonds SEK variableinterestrates = = 500 —
Bonds SEK variableinterestrates = = 1.000 —
Bonds SEK STIBOR+0.51% 2020 1,754 = — 1,757
Bonds SEK STIBOR+2.45% 2020 250 = — 250
Bonds SEK fixed 1.875% 2021 = 1,000 - 1.000
Bonds SEK STIBOR 1.65% 2021 = 1997 - 1995
Bonds SEK STIBOR 1.55% 2022 = 1,699 - 1,699
Bonds SEK variableinterestrates 2022 = 500
Bonds SEK STIBOR +1.45% 2023 = 397
Bonds SEK fixed 2% 2023 = 1199
BondsSEK v iableinterestrates 2026 it 1,000
Total bonds 2,004 18,302
Commercial paper fixed interest rates 2020 1,100 =
European Investment Bank (EIB) fixed interestrates 2024 — 1,303
Nordic Investment Bank (NIB) variable interestrates 2023-2026 = 1985
Syndicated loan facilities variable interest rates 2024 = -18
Short-termloan, collateral for outstanding
interest rate derivatives variableinterestrate 2020 199 =
Erste Bank fixed interest rate = = 60 —
Utilized bank overdraft facility variable interest rates 23 = 355 —
Total current and non-current liabilities to financial institutions and similar liabilities 3,326 21,572 6,406 21,664
Total liabilities to financial institutions and similar liabilities 24,899 28,070
As of the date of this report, Tele2 has a credit facility with a syndicate of ten  Other interest-bearing liabilities
banks maturing in 2024. The loans can be drawn in several currencies and  sexmilion Dec 31,2019 Dec31,2018
the interest base is the relevant IBOR for that currency. The facility amounts Curtentgiion,ourent Current Non-current
liabilities liabilities liabilities liabilities
to EUR 760 million and was unutilized on December 31,2019 and prepaid  perivatives 277 = 113 -
upfront fees to be recognized in profit/loss over the remaining contract  Supplierfinancing, Lithuanialicense 8 80 8 86
. 0 e . Equipmentfinancing 84 55 — -
period amounted to SEK -18 (-24) million. The facility is conditioned by Deferred consideration for acquisitions - - 1 B
covenant requirements which Tele2 expects to fulfil. Incentive program, IoT _ _ _ 4
Tele2 AB’s Euro Medium-Term Note (EMTN) Program forms the basis 368 135 132 89
Total other interest-bearing liabilities 504 221

for Tele2’s medium and long term debt issuance in both international and
domestic bond markets. The program enables Tele2 to issue bonds and
notes up to a total aggregate amount of EUR 5 billion. On December 31,2019
issued bonds under the program amounted to SEK 20.3 (20.6) billion.

Tele2 AB’s established Swedish commercial paper program enables Tele2
toissue commercial papers up to a total amount of SEK 8 billion. Commercial
papers can be issued with a tenor up to 12 months under the program. The
commercial paper program is a complement to Tele2’s core funding. On
December 31, 2019 outstanding commercial papers amounted to SEK 1.1
(4.5) billion.

As a further step towards the diversification of Tele2’s funding sources,
Tele2 AB entered into a new loan agreements with Nordic Investment
Bank (NIB) of SEK 2 billion during January 2019, replacing the previous EUR
130 million agreement. In addition ,Tele2 has a loan agreement with the
European Investment Bank (EIB) of EUR 125 (125) million.

The average interest rate on loans during the year was 1.5 (2.6) percent.

Derivatives consist of interest swaps and currency swaps, valued at fair
value. The effective part of the swaps was reported in the hedge reserve in
other comprehensive income and the ineffective part was reported as inter-
est costs and other financial items, respectively, in the income statement.
The Group has derivative contracts which are covered by master netting
agreements. That means a right exists to set off assets and liabilities with the
same party, which is notreflected in the accounting where gross accounting
is applied. To minimize counterparty risk, Tele2 has also entered into CSA
agreements where collateral equal to the market value of the derivatives
are exchanged from time to time. For additional information please refer
toNote 2.
For information on leases please refer to Note 31.
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Liabilities attributable to financing activities

SEKmillion Liabilities Changein Adjusted  Cashflow blonscasiichanges it

Dec 31,2018 accounting liabilitiesat from financing Reclassification Newand Reclassification Exchange Fairvalue Accrued  Dec 31,2019

principle,IFRS16  January1,2019 activities forassetsheldfor modifiedleases rate interestand
(Note 35) sale (Note 36) (Note 31) fees
Bonds 20,581 = 20,581 -501 = = -90 158 144 13 20,305
Commercial paper 4,491 = 4,491 -3,390 = = = = = -1 1,100
Nordic Investment Bank (NIB) 1,324 = 1,324 661 = = = -3 = 2 1985
European Investment Bank (EIB) 1,283 — 1,283 — — — — 20 — 0 1,303
Syndicated loan facilities -24 = -24 = = = = = = 6 -18
Short-termloan = = = 199 = = = = = = 199
Erste Bank 60 = 60 = -60 = = = = = =
Utiizedbankoverdraftfacility 85 e %6 %2 - - - T T 23
Totalliabilities to financial institutions and
similarliabilities 28,070 = 28,070 -3,362 -60 = -90 175 144 22 24,899
Leases 17 5,897 5913 -1,206 -479 1,322 = 10 = 81 5,642
Derivatives 113 = 113 = = = = = 164 277
Deferred consideration for acquisitions 11 = 11 -9 = = = = -2 = =
Equipment financing = = = 13 = = 126 = = = 139
Supplier financing,
Lithuanialicense 93 = 93 -8 = = = 2 = 0 88
Incentiveprogram.loT N T g e B T S T T SN T —
Total other interest-bearing liabilities 221 = 221 = = 126 2 163 0 504
Total interest-bearing financial liabilities 28,307 5,897 34,204 -4,577 -539 1,322 36 188 306 104 31,044
SEK million Non-cash changes Payment  Liabilities Dec
Liabilities Cashflow Reclassification 31,2018
Dec 31,2017 fromfinancing forassetsheld for Acquisition Reclassification ~ Exchangerate Fairvalue Accruedinter-
activities sale (Note 36) (Note 15) estand fees

Bonds 8,534 8,020 — 4,000 — 13 9 5 — 20,581
Commercial paper 500 3,191 — 800 — — — — — 4,491
Nordic Investment Bank (NIB) 1273 -5 — — — 55 — 1 — 1,324
European Investment Bank (EIB) — 1.289 — — — -6 — — — 1,283
Syndicated loan facilities -29 -6,552 — 6,525 — — — 32 — -24
Development Bank of Kazakhstan 246 -18 -220 — — -8 — - — —
Erste Bank — — — — 60 — — — —
Utilized af -

Tot na

and similar liabilities -220 11,325 60 54 9 38 - 28,070
Finance leases 17 -0 — — — — - — — 17
Earn-out, Kazakhstan 432 — -764 — — — 332 - — —
Loan from Kazakhtelecom 26 - -30 — — 4 — - — —
Derivatives 156 — — — — — -43 — — 113
Deferred consideration for acquisitions 21 -4 - - — - 2 — -8 11
Equipmentfinancing 8 -8 — — — — - - - —
Supplier financing, Lithuanialicense 96 -7 — — — 5 — — — 93
Incentiveprogram.loT e 3 e SR e S, S SR L S, [ 4.
Total other interest-bearing liabilities 742 -19 -794 — — 9 292 — -8 221
Total interest-bearing financial liabilities 11,305 6,238 -1,014 11,325 60 63 301 38 -8 28,307
Other current liabilities

SEK million Dec31,2019  Dec 31,2018

VAT liability 490 305

Liability to Net4Mobility, joint operation in Sweden 124 122

Liability related to recourse onreceivables from Tisak = 54

Liability to Svenska UMTS-nét, joint operation in Sweden 44 46

Employee withholding tax 70 102

Debt to customers 33 30

Debt to other operators 12 -

Debt to content suppliers 1 23

Customer deposit 5 6

Other g 2

Total other current liabilities 781 689
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NOTE 27 PROVISIONS

NOTE 28 ACCRUED EXPENSES AND DEFERRED INCOME

SEK million 2019 SEK million Dec31,2019  Dec31,2018
Dis- Rented Disputes Claimsand Other  Pension  Total Personnel related expenses 820 793
mantling bl_JiIdings, guarantees provisions and simi- External service expenses 339 365
costs  fiberand for larcom-
cables divested mitments Investmentsinnon-current assets 94 231
OREIations Other telecom operators 309 396
Prov.is.ionsavscflanuaryl 830 17 2 39 412 395 1,695 Dealer commissions 91
Provisions directly Leasing andrental expenses
associated with assets
classified as held for sale -85 - — -39 — — -124 Interest costs
Additional provisions 14 = = = 76 26 116 Other accrued expenses
Utilized/paid provisions -0 -11 — — -30 -7 -48 Total accrued expenses
Reversed unused provisions -2 = = = = = -2 Contracts 665 909
Inﬂatiqn,d\scountrates, Prepaid cards 182 217
actuarial and exchange rate o
effects 50 0 0 - - 87 137  Subscriptionfees . %92 594
Total provisions as of Total deferred income 1,439 1,719
December 31 807 6 2 = 458 501 1,774 Total accrued expenses and deferred income 3,505 4,048
When Tele2 receives a payment but are still to deliver the agreed goods
SEK million 2018 and services, a contract liability (deferred income) arises. The line item
Dis-  Rented Disputes Claimsand  Other Pension  Total ‘Contracts’ refers to revenue from contract services, B2B projects and
mantling  buildings, guarantees provisions and simi-
costs  fiberand o for far com- pre-received capacity and IRU revenue.
cables divested mitments ) .
operations Revenue recognized included in the opening contract liability amounts
Provisions as of January 1 848 29 1 54 36 112 1,081 -
Sionsas of anvary to SEK 1,255 (731) million.
Provisionsinacquired
companies — — — — 266 268 535
Provisions directly
associated with assets NOTE 29 PLEDGED ASSETS
classified as held for sale -134 — — — -7 —  -141
Additional provisions 0 0 - - 157 8 166 Liabilities to financial institutions in the form of cash pledged as collateral
Utilized/paid provisions - 13 - -15 -40 - 68 to reduce credit risk amounted on December 31,2019 to SEK 199 (-) million,
Reversed unused provisions — - - -1 — - -1 P .
o P please refer to Note 2. Tele2 has no other significant pledged items.
Inflation, discount rates,
actuarialand exchangerate
effects 116 0 0 1 — 7 123
Total provisions as of NOTE 30 CONT'NGENT LlABlLlTlES AND OTHER
December 31 830 17 2 39 412 395 1,695
COMMITMENTS
Contingent liabilities
SEK million Dec31,2019  Dec31,2018 pe— P P
Provisions, current 230 224 TEKZI ('jon " h I DeC?’]'SS]O Dec31,201
Provisions, non-current 1,543 1471 Aax tedvuc IO:‘?XC ab:getgss i tinved i 150
Totalprovisions 1,774 1,695 SSE’ |sm'an H’]g'O |‘g.a'|on, Iscontinuedoperations
Total contingent liabilities 350 159
Provisions are expected to fall due for payment according to below: . o . )
P pay 9 On April 1,2019 Tele2 was notified that the Swedish Tax Agency rejects
SEK milli Dec31,2019  Dec 31,201 ) : :
—mon 205120 cc 31,2018 Tele2's claim for a deduction of an exchange loss, please refer to Note 11.
Within 1year 230 224
Within 1-3 years 31 22
Within 3-5years 204 88 Other contractual commitments
Morethan 5years 1,308 1,360 P o0l Doos120m
million ec S, ecSl,
Total provisi 1,774 1,69 - -
otaprovision 695 Commitments, investments 102 93
In connection with the merger with Com Hem a provision of SEK 266 million ~ Semmitments, other : 2550 6271
Total future fees for other contractual commitments 2,638 6,365

was recognized for an unfavourable fixed-price contract for the supply
of transmission. The provision amounted to SEK 226 (226) million as of
December 31, 2019, and will be released over the contract period ending
December 31,2024. In addition, other provision consists of a court case
regarding copy right levies of SEK 200 (157) million. For pension and similar
commitments please see Note 33.

Dismantling costs refer to dismantling and restoration of mobile and fixed
network sites. Remaining provision as of December 31, 2019 is expected to
be fully utilized during the coming 30 years.

Other commitments mainly relate to commitments for ordered and con-
tracted goods and services that can not be cancelled without economic
effects.
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NOTE 31 LEASES

On January 1, 2019 Tele2 changed the accounting principles for leases, by
applying IFRS 16 Leases. Tele2 has chosen to apply the modified retrospec-
tive approach in the standard and not restate prior periods. Previous year
only lease assets and lease liabilities related to financial leases according
to IAS 17 Leases were reported. The assets were presented as part of the
tangible assets and the liabilities as part of the Group's borrowings. Please
refer to Note 35 for the adjustments reported at the adoption of IFRS 16 at
January 1,2019.

Tele2 as the lessee

Tele2’s leases consist mainly of lease of sites and base stations (including
land), leased lines, premises, vehicles and other equipment. The additions
consisting of new and modified leases amounted in 2019 to SEK 1,306 mil-
lion. The carrying value of the lease assets are stated in Note 14. Many of the
leases across the Group are open ended contracts, that run until either party
terminate, or contain extension and termination options. These terms are
reflected in measuring the lease liabilities especially for the lease categories
sites and base stations and leased lines, as the options are reasonably cer-
tain to be exercised based on Tele2’s strategic plans, including assessment
of future technology changes, and the importance of the underlying assets
for the Group as well as costs associated with not extending the lease. The
lease contracts contain no residual value guarantees.

Amounts recognised in income statement

SEK million Note Dec 31,2019
Depreciation expense on right-of-use assets 14 -1,186
Interest expense onlease liabilities 9 -81
Expense relating to short-term leases -122
Expenserelating toleases of low value assets -8
Expense relating to variable lease payments not included in the

measurement of the lease liability -1
Total lease expenses -1,398

The total cash outflow for leases amounted to SEK 1,337 million. Of the total
expense relating to short-term leases, SEK 104 million related to leases for
which the transition expedient was applied. The variable payments consti-
tute of insignificant amounts of the Group’s entire lease payments and is
expected to remain constant in future years.

Lease liabilities

The undiscounted lease liabilities are due for payment according to below.
Approximately 40 percentage of the total liabilities are legally uncommitted
but are per the definition of IFRS 16 determined to be enforceable and con-
sequently included in the calculation of the lease liability.

SEK million Dec 31,2019
Within 1year 1,202
Within 1-2 years 1,099
Within 2-3 years 1,013
Within 3—4 years 787
Within 4-5years 729
Within 5-10years 986
Morethan 10years 96
Total undiscounted lease liabilities 5913

Finance leases (IAS 17)
Finance leases relate to the expansion of transmission capacity in Sweden.
The carrying value of the lease assets is stated in Note 13. The contract
periods are running for 25 years and contain index clauses.

Total future minimum lease payments and their present value amount to:

SEK million Dec 31,2018
Presentvalue Nominalvalue
Within 1year 2 2
Within 1-2 years 2 2
Within 2-3 years 2 2
Within 3-4 years 2 2
Within 4-5years 2 2
Within5-10years 7o 7
Totalloan liability and interest 18
Less interest portion -2
Total finance leases 17 17
Operating leases (IAS 17)
SEK million 2018
Leasedlines 884
Other operating leases 478
Annval leasing expenses for operating leases 1,361

The cost of operating leases relates mainly to leased lines. Other assets that
are held under operating leases relate to sites and base stations, rented
premises, machines and office equipment. Tele2 has a multitude of agree-
ments relating to leased lines. The majority of these involve some type of
initiation fee and thereafter monthly or quarterly fees. Most of the agree-
ments have terms ranging from six months to three years with the option of
extending the terms. Generally, these agreements have index clauses but no
possibilities to acquire the asset.
Contractual future lease expenses are stated below.

SEK million Dec 31,2018
Within 1year 1,419
Within 1-2 years 610
Within 2-3years 496
Within 3—4 years 365
Within 4-5years 303
Within 5-10years 742
Within 10-15years 53
Morethan 15years 26
Total future expenses for operating leases 4,015

Operating leases with Tele2 as the lessor
Leasing income during the year amount to SEK 92 (87) million and relates
mainly to rent from other operators placing equipment on Tele2 sites as
well as leased equipment to customers. Contract periods range from 3 to
25 years and generally have no option to purchase the asset at the expiry of
the lease period.

Contractual future lease income is stated below:

Operating leases

SEK million Dec 31,2019 Dec 31,2018
Within 1year 97 89
Within 1-2 years 25 20
Within 2-3 years 22 20
Within 3—4 years 21 17
Within 4-5years 20 30
Within 5-10years 78 70
Within 10-15years 65 69
More than 15years 75 70
Total future income for operating leases 403 386
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NOTE 32 SUPPLEMENTARY CASH FLOW INFORMATION

Personnel costs

— SEK million 2019 2018
SEKmillion 2015 2018 Boardof  ofwhich  Other Boardof ofwhich  Other
Interestreceived 32 48 Directors bonus em-  Directors bonus em-
Interest paid _487 -529 and CEO ployees  and CEO ployees
Finance items paid 1 138 Sweden 32 11 2100 75 25 1800
Dividendreceived 0 17 Lithuania 7 - 176 6 1 144
Taxes paid 708 643 Latvia 4 1 175 6 1 181
Estonia 4 0 86 3 1 78
Germany & 1 S 3 0 38
Other countries 8] = 44 5 — 23
m NUMBER OF EMPLOYEES AND PERSONNEL Continuing operations 52 14 2,612 97 28 2,263
COSTS Discontinued operations (Note 36) 7 4 182 39 20 955
Average number of employees (FU" Time Equivalents) Total salaries and remuneration 59 17 2,794 136 48 3,219
The average number of employees and related gender distribution pre-
sented in the table below is calculated on the basis of full time equivalents. SEKmillion 2019 2018
2019 2018 Salaries Soc_ial ofwh(ch Salaries Soc_ial ofwh{ch
andremu- security  pension andremu- security  pension
Total  ofwhom  of whom Total  ofwhom ofwhom nerations expenses expenses nerations expenses expenses
women men women men
f 7 4
Sweden L Rl ?)Tss SmDJffeth e 2 éii 1 222 33131 2 223 1 oz 289
Lithuania SI5) 68% 32% 489 67% 33% - D TR~~~ - - ===~ == oo - e Lt
Latvia 64 46% 54% 674 16% 54% Continuing operations 2,664 1,272 337 2,360 1,080 293
Estonia 302 64% 36% 319 62% 38% Discontinued operations (Note 36) 188 50 24 994 166 44
Germany 38 32% 68% 43 28% 72% Total 2,852 1,323 361 3,354 1,246 337
Netherlands 5 — 100% 6 —  100%
Austria 4 25% 75% 6 17% 83%
Luxembourg L S 3% 67k 4 80% _ 50%  Pensions
Continuing operations 4,583 38% 62% 4,405 39% 61%
Continuing operations
Discontinued operations (Note 36) 864 49% 51% 2,500 40% 60% SEK million 2019 2018
Total average number of employees 5,447 39% 61% 6,905 40% 60% Defined-benefit plans, retirement pension -32 -28
Defined-contribution plans -305 -265
Total pension expenses -337 -293

Number of employees and gender distribution

On December 31,2019 the number of employees in Tele2 was 4,695 (5,376)
excluding discontinued operations, of which 42 (39) percent women and
58 (61) percent men. A breakdown by market and gender distribution is
presented below.

The defined benefit plans relate essentially to Sweden, where companies
included in the Group are affiliated to PRI Pensionsgaranti or Skandia. For
companies affiliated to PRI Pensionsgaranti, the companies’ obligation
under the ITP-plan (ITP2) retirement pension are recognized as a liability
in the balance sheet. The liability for retirement pension assigned to Com

Continuing operations Dec 31,2019 Dec 31,2018 . . . . .
Total _ofwhom _of whom Total _ofwhom ofwhom Hem is closed for new entries and premiums are instead paid to Alecta.
uonen Ml vomen men - Additional information regarding defined-benefit retirement plans is shown
Sweden 3,038 32%  68% 3686 30%  70% )
Lithuania 639 71%  29% 580 72%  28%  Inthetable below.
Latvia 623 52%  48% 728 50%  50%
Estonia 345 66%  34% 331 63%  37% S o o
Germany 43 37%  63% 44 39%  61%
Netherlands ] = 100% 2 — 100% Income statement
K 5 § Current service costs -30 -27
Austria 2 —  100% 3 33%  67% :

L b 2 _ - 2 - 100% Netinterest cost =5 -0
e O tos 2% sex 536 ow ew  Cutementssetdements A §
otalnumbers of employees > 2 ks 2 2 2 Defined-benefit plans, retirement pension -32 -28
The Tele2 AB board consists of 43 (44) percent women and 57 (56) percent  specialemployer's contribution -5 1
men, while the gender distribution among senior executives in the Group ~ Netcostrecognizedin the income statement =57 27
Leadership Team is 33 (13) percent women and 67 (87) percent men on  sekmillion Dec31,2019  Dec31,2018

December 31,2019 Ba'ances*;ee‘ oot
. . . . . Presentvalue of funded obligations -840 =717
The enlarged Business Leadership Team, which is responsible forthe @ ron-funded obligations % 5
Swedish day to day operations, also consists of 33 percent women and 67 Fairvalveofplanassets 494 466
percent men on December 31,2019. Net =353 -258
The gender distribution between board of directors and management  Specialemployer's contribution -33 -27
in all active group companies is presented in the table below. Management Nefta:fe; “”fb"gat"’”(')'”ba'a"“Sheet "iz 'ﬁg
orwnhich assets
refers to managing directors and persons reporting directly to the managing of which liabilities 501 _305
directors.
For all active group companies Dec 31,2019 Dec 31,2018 Movements
(excluding discontinued operations) Women Men Women Men Eetasset (+E)‘/‘Ob”‘gaﬁog(_)‘at t.)eg”;ningOfyea,r q . 2 26(:
Board members 12% 88% 23% 77% Netasset/o igation atbeginning of year, acquired operations 3—7 - %
Management 33% 67% 3% esh etcost o o
Total 24%  76% 3%  69% ayments _ o
Actuarial gains/losses in other comprehensive income -104 -39
Net asset (+) / obligation (=) in balance sheet at end of year -385 -285

TELE2 ANNUAL REPORT 2019
72



FINANCIAL STATEMENTS — GROUP

The defined-benefit pension plans under ITP2 are partly funded; Tele2’s
assets have been invested in Skandia and Com Hem’s in Telia Company
AB’s (publ) pension fund. At December 31, 2019 the market value of Tele2’s
assets in Skandia amounted to SEK 294 (288) million. At December 31,2019
the market value of the Com Hem share of the asset in the pension trust
amounted to SEK 200 (178) million. Two smaller defined benefit plans of
SEK 6 (7) million for management pension and conditional early retirement
pension are non-funded.

The defined benefit pension obligation in Sweden is calculated using a
discount rate based on interest on mortgage bonds. The Swedish covered
mortgage bonds are considered high-quality bonds, the market is consid-
ered deep and the bonds are issued by large banks, thereby meeting IAS 19
requirements. The following key actuarial assumptions have been applied to
calculate the commitments.

Dec 31,2019 Dec 31,2018

Important actuarial assumptions
Discountrate
Annualsalaryincreases

Annual pensionincreases
Long-terminflation assumption

17%
3.0%
3.0%
20%

2.3%
3.0%
3.0%
2.0%

Average expected remaining years of employment 10years 10vyears
Remuneration for senior executives
SEK million 2019
Basic Variable Share- Other Termin-  Pension Total
salary remuner- based benefits ation expenses remuner-
ation payment benefit ation
cost
CEOand President
Anders Nilsson 7.5 10.7 34 03 = 2.4 243
Other senior executives 358 46.7 23.6 2.5 69 11.5 1270
Total salaries and
remuneration to senior
executives 43.3 574 27.0 2.8 69 139 1513

At the end of the year, the group other senior executives comprise of 5 (14)
persons. The decrease is due to the changes in Tele2’s leadership team
effective as of December 3, 2019. Variable remuneration includes cash
compensation for long-term incentive programs.

SEK million 2018
Basic  Variable Share- Other Termin-  Pension Total
salary remuner- based benefits ation expenses remuner-
ation payment benefit ation
cost
CEOand President
Anders Nilsson 12 0.8 01 0.3 — 0.3 2.7
Allison Kirkby 74 173 59 3.8 16.0 — 50.4
Other senior executives 309 43.1 12.6 52 10.6 119 1143
Total salaries and
remuneration to senior
executives 39.5 61.2 18.6 9.3 26.6 12.2 167.4

Guidelines for remuneration to senior executives 2019
The objectives of Tele2's remuneration guidelines are to offer competitive
remuneration packages to attract, motivate, and retain key employees
within the context of aninternational peer group. The aimis to create incen-
tives for the management to execute strategic plans and deliver excellent
operating results, and to align management’s incentives with the interests
of the shareholders. Senior executives covered by the guidelinesinclude the
CEO and members of the Leadership Team (“senior executives”).
Remuneration to the senior executives should comprise annual base
salary and variable short-term incentive (STI) and long-term incentive (LTI)
programs.

The STl shall be based on the performance in relation to established
objectives. The objectives shall be related to the company’s overall result
and the senior executives’ individual performance. The STl canamounttoa
maximum of 100 percent of the annual base salary.

The structure of the LTI shall ensure a long-term commitment for Tele2’s
development and value creation, and may be both share and share price
related as well as cash based. Other benefits may include e.g. company
cars and for expatriated senior executives e.g. housing benefits for a lim-
ited period of time. The senior executives may also be offered health care
insurances.

The senior executives are offered defined contribution pension plans.
Defined contributions for pensions to the CEO and the other senior execu-
tives can amount to a maximum of 20 percent (previously 25 percent for the
CEO) of the annual remuneration (base salary and STI).

The maximum period of notice of termination of employment shall be 12
monthsin the event of termination by the CEO and 6 months in the event of
termination by any of the other senior executives. In the event of termination
by the company, the maximum notice period during which compensation is
payable is 18 months for the CEO and 12 months for any of the other senior
executives.

Under special circumstances, the Board may deviate from the above
guidelines. In such a case, the Board is obligated to give account of the
reason for the deviation during the following Annual General Meeting.

Board Members, elected at General Meetings, may in certain cases
receive a fee for services performed within their respective areas of exper-
tise, outside of their Board duties. Compensation for these services shall be
paid at market terms and be approved by the Board.

Deviations

As previously announced by Tele2 and as described in Tele2's 2017 Annual
Report, the Board of Directors of Tele2 decided to introduce an Integration
and Retention Incentive plan, including 10 senior executives in Tele2’s
leadership team due to the merger between Tele2 and Com Hem. Payment
under the Integration and Retention Incentive plan corresponds to 12 — 24
months base salary per participant paid out in two tranches, (i) at comple-
tion of the merger in November 2018, and (ii) one year after the completion
of the mergeri.e. November 2019.

Furthermore, the Tele2 Board of Directors decided to introduce an
Incentive Award to the Group CEO corresponding to up to 24 months
base salary, with payment in three tranches in November 2019-2021. The
Incentive Award is conditional upon that the Group CEO being continu-
ously employed as the managing director of Tele2 and that Tele2 achieves
established objectives in relation to synergy and business transformation
execution. In addition, the Incentive Award to the Group CEO include an
extra incentive, which entitles him to 12 months base salary in November
2021in case of exceptional performance of the Tele2 share.

The Board of Directors’ reasons for introducing these integration,
transformation and retention incentives were to incentivize a successful
integration of Com Hem and achievement of synergy execution targets
for the combined company post-closing and ensure retention among key
employees.

The following deviations have been made to the remuneration guidelines
for senior executives in 2019: the “Integration and Retention Incentive plan”
for the senior executives and the incentive awards to the Group CEO have
led to variable remunerations exceeding 100 percent of their respective
fixed salary for 2019. The Incentive Award to the Group CEO can also lead to
variable remunerations exceeding 100 percent of his fixed salary for 2020
and 2021.
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Share rights

During 2019 the senior executives received 442,000 (641,000) share rights
in the new incentive program for the year and 76,393 (29,406) share rights
in previous years incentive programs as compensation for dividend. No
premium was paid for the share rights.

Number of share rights LT12019 LT12018
CEO Othersenior CEO Othersenior
executives executives
Outstanding as of January 1,2019 = = 100,000 318,000
Allocated 100,000 342,000 = =
Allocated, compensation for dividend 5997 20,530 7905 24,220
Adjustments for outcome of the performance
conditions = = = -9.120
Exercised = = = -7.168
Reclassification as aresultof changesin
management group = -149,469 = -119,808
Total outstanding rights as
of December 31,2019 105,997 213,061 107905 206,124
Number of share rights LT12017 LT12016
CEO Othersenior CEO Othersenior
executives executives
Outstanding as of January 1,2019 = 247754 = 135,473
Allocated, compensation for dividend = 17,741 = =
Adjustments for outcome of the performance
conditions = -14,732 = -17931
Exercised = -68,243 = -117542
Reclassification as aresultof changesin
management group = -71,160 = =
Total outstanding rights as
of December 31,2019 = 111,360 = =
Board of directors
SEK Feestothe board Feesto the board com- Totalfees
mittees
2019 2018 2019 2018 2019 2018
Carla Smits-Nusteling 1700000 575000 120,000 220,000 1,820,000 795,000
Andrew Barron 850,000 287500 100,000 22,500 950,000 310,000
Sofia Arhall Bergendorff — 575000 = — — 575000
Anders Bjérkman 625000 575,000 50,000 45000 675000 620,000
GeorgiGanev 625,000 1,575,000 — 200,000 625000 1,775,000
Cynthia Gordon 625000 575000 120000 55000 745000 630,000
EvaLindqvist 625000 287500 240000 55000 865000 342,500
Lars-Ake Norling 625000 359375 170000 96875 795000 456,250
Eamonn O'Hare — 575000 = — — 575000
Total fee to board members 5,675,000 5,384,375 800,000 694,375 6,475,000 6,078,750

Share-based payments

Share rights

The objective of the long-term incentive programs (LT1) is to create condi-
tions for retaining competent employees in the Tele2 Group. The program
has been designed based on the view that it is desirable that senior exec-
utives and other key employees within the Group are shareholders in Tele2
AB. Participation in the Plan requires a personal investment in Tele2 shares,
by shares already held or shares purchased on the market in connection
with the application to participate in the Plan.

By offering an allotment of retention rights and performance rights
which are based on profits and other retention and performance-based
conditions, the participants are rewarded for increasing shareholder value.
Furthermore, the program rewards employees’ loyalty and long-term growth
inthe Group. In that context, the Board of Directors is of the opinion that the
program will have a positive effect on the future development of the Tele2
Group and thus be beneficial to both the company and its shareholders.

Average fair Number of Measureperiod Dec31,2019 Dec 31,2018
value/share participants
rightsatgrant atgrantdate
date (in SEK)
LTI2019 65 202 Aprl,2019- 1395024
Mar 31,2022
LT12018 66and 65 242 Aprl,2018- 1154,334 1,482,420
Mar 31,2021
LT12017 70 206 Apr1,2017 - 712,318 1,050,018
Mar 31,2020
LTI2016 51 193 Apr1,2016 - = 801,040
Mar 31,2019
Total number of outstanding share rights 3,261,676 3,333,478
of which will be settled in cash = 220833

No share rights were exercisable at the end of the year.

Total cost before tax for outstanding incentive programs and liability is
stated below. The increased costin 2019 is due to early vestings done during
the year. These early vestings are a result of the Com Hem merger and the
following reorganization.

SEK million Actual costs Expected cumulative cost Liability

before tax during the vesting period

2019 2018 2019 2018 Dec 31,2019 Dec 31,2018
LTI2019 26 — 116 — ) —
LT12018 51 30 134 110 20 6
LTI2017 52 31 110 74 22 10
LTI2016 25 18 59 25 = 11
LTI2015 = 11 = 31 = —
Total 155 90 419 240 52 27
of which cash based programs 2 16 = — = —

At the Annual General Meeting held on May 6, 2019, the shareholders
approved a retention and performance-based incentive program (LTI 2019)
for senior executives and other key employees in the Tele2 Group. The pro-
gram has the same structure as last year's incentive program (LTI 2018). The
measurement period for retention and performance-based conditions for
LTI2019is from April 1, 2019 until March 31, 2022.

In general, the participants in the program are required to own shares in
Tele2. Thereafter, the participants were granted retention rights and perfor-
mance rights free of charge. In the event delivery of shares under the program
cannotbe achieved at reasonable costs, with reasonable administrative efforts
or due to market conditions, participants may instead be offered a cash-based
settlement. Outstanding share rights that will be settled in cash are remeasured
to fair value in each period and the obligation is reported as a liability.

Subject to the fulfilment of certain retention and performance-based
conditions during the period April 1, 2019 — March 31, 2022 (the measure
period), the participant maintaining employment within the Tele2 Group
at the release of the interim report January — March 2022 and subject to
the participant maintaining the invested shares (where applicable) during
the vesting period, each right entitles the employee to receive one Class B
share in the company. Dividends paid on the underlying share will increase
the number of shares that each retention and performance right entitle toin
order to treat the shareholders and the participants equally.

The rights are divided into Series A (retention rights) and Series B (per-
formance rights). The number of shares the participant will receive depends
on which category the participant belongs to and on the fulfilment of the
following defined conditions:

Series A Tele2’s total shareholder return on the Tele2 shares (TSR) during
the measure period exceeding O percent as entry level.

Series B Tele2's total shareholder return on the Tele2 shares (TSR) during
the measure period being equal to the median TSR for a peer
Group, as entry level, and exceeding the median TSR for the peer
Group with 20 percentage points as the stretch target.

Ifthe entry levelis reached, the number of rights that vests is 100 percent for
Series A and 50 percent for series B.
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The program comprised a total number of 293,977 shares. In total this
resulted in an allotment of 1,365,908 share rights, of which 293,977 Series A
and 1,071,931 Series B.

Total costs before tax for outstanding rights in the incentive program
are expensed over the three-year vesting period. These costs were initially
expected to amount to SEK 99 million, of which social security costs to SEK
34 million.

The participant’s maximum profit per share rightin the programis limited
to SEK 463, four times the average closing share price of the Tele2 Class B
shares during February 2019 with deduction for the dividend distributed
before the launch of LTI12019.

The estimated average fair value of the granted rights was SEK 65 on the
grant date, May 24,2019. The following variables were used:

LTI12019

SeriesA SeriesB
Expected annual turnover of personnel 10% 10%
Weighted average share price SEK129.31 SEK129.31
Expected life 292 292
Expected value reduction parameter market
condition 80% 42%
Estimated fair value SEK103.80 SEK54.10

To ensure the delivery of Class B shares under the program, the Annual
General Meeting decided to authorize the Board of Directors to resolve
on a directed share issue of a maximum of 2,040,000 Class C shares and
subsequently to repurchase the Class C shares. The Board of Directors has
not yet used its mandate.

conditions as of the early vesting date has been compared with the condi-
tions in the programs. If the conditions were fulfilled the number of share
rights have been reduced proportionally with the remaining vesting period
to the initial vesting period of three years. If the conditions were partly met,
the number of share rights have also been reduced in proportion to the
fulfillment level. The number of share rights exchanged in 2019 for shares
in Tele2 amounts to 354,771 share rights at a weighted average share price
of SEK133.73.

The exercise of the share rights in LTI 2016 was conditional upon the
fulfilment of certain retention and performance based conditions, measured
from April 1, 2016 until March 31, 2019. The outcome of these performance
conditions was in accordance with below and the outstanding share rights
of 572,714 have been exchanged for shares in Tele2 during Q2 2019. The
weighted average share price for share rights for the LTI 2016 at date of
exercise amounted to SEK130.63.

Serie Retention and performance Minimum  Stretchtargets Performance Allotment
based conditions hurdle (20%) (100%) outcome

A Total Shareholder Return >=0% 1039% 100%
(TSR) Tele2

B Average normalized 5.5% 8% 70% 68.0%
Returnon Capital
Employed (ROCE)

c Total Shareholder Return >0% >=10% 75.8% 100%

(TSR Tele2 comparedtoa
peer group)

Cash settled, Tele2 Netherlands

Nomber ofights F12010 R 2010 As Tele2 Netherlands was sold, all participants in Netherlands received a
2019  Cumulative 2019  Cumulative

Allocated at grant date 1365908 1.365908 — 1765100 cash-based settlement. The obligation was in 2018 reported as a liability

gll‘ﬂsfa“j"ng as OfJaﬂuafvflvi(le ) 9491; 94911 142?;‘;8 o5 32; and paid out to the participants in 2019. They were remeasured to fair value

ocated, compensation for dividen % £ » k . .

Forfeited 43208 43228  -86017  -1000L7 at the time of settlement, which was on 2nd of February 2019. The payment

Adjustments for outcome of the performance to participants amounted to SEK 13 million.

conditions, cash settled = = -64,675 -64,675

Adjustments for outcome of the performance

conditions, equity settled -20125  -20125 -152,635 -360549 NOTE 34 FEES TO THE APPOINTED AUDITOR

Exercised, cash settled — — -21,797 -21,797 -

Exercised, equity settled -2,445 -2,445 -98,291 -159,057 SEK million 2019 2018

Total outstanding rights as of Deloitte Otherelected Deloitte Otherelected

December 31,2019 1,395,024 1,395,024 1,154,334 1,154,334 auditors auditors

Audit fees 31 0 120 1
Audit-related fees = 0 1 0

Number of rights L TI2017 LTI2016 Consultation, all other fees 0 0 1 0
2019 Cumulative 2019 Cumulative Total fees per appointed auditor 31 0 122 1

Allocated at grant date — 1432558 — 1324968 Totalfees to the appointed auditor 31 123

Outstanding as of January 1,2019 1,050,018 — 801,040 = . . . . . .

Allocated, compensation for dividend 66023 113670 2730 107575 The higher audit fee in 2018 is related to the audit performed in accordance

Allocated, compensation for new issue - - - 37,211 with standards established by the Public Company Accounting Oversight

Forfeited “4L718 143527 -37281 424890 Board (PCAOB)in the United States for the years ended December 31,2015

Adjustments for outcome of the performance i .

conditions, cash settled 27930  -62776  -13442  -195371 t0 2018, as required due to the merger with Com Hem. PCAOB related costs

?3#%?%‘3?2;‘32@“553?23 ofthe performance T also affected 2019 by SEK 22 million. The PCAOB audit is now completed.

Exercised, cash settled -39461 -50,615 -53528 -73779

Exercised, equity settled -218960  -376912 -607789  -745962 NOTE 35 CHANGES IN ACCOU NTING PR'NC'PLES

Total outstanding rights as of _—

December 31,2019 712,318 712,318 - —

Corresponding principles and conditions have been used for 2017,2018 and
2019 year incentive program for used measure period. For LTI 2017 there
are differences in levels of retention and performance based conditions
comparedto LTI2018 and LTI2019.

Retention and performance based conditions (ranges)

Maximum SeriesA SeriesB SeriesBTSR SeriesCTSR

profit/right TSR ROCE peer group peer group

LT12017 SEK 315 >0% 5.5-8% 0-10%
LT12018 SEK 388 >0% 0-20%
LTI2019 SEK463 >0% 0-20%

As a result of the Com Hem merger and the following reorganization, early
vestings was performed for some of the participants in LTI 2016-2019 pro-
grams. The exercise of the share rights was conditional upon the fulfilment
of certain retention and performance-based conditions. To determine the
number of share rights allowed for early vesting the actual outcome of the

IFRS 16 Leases

On January 1,2019 Tele2 changed the accounting principles for leases, by
applying IFRS 16 Leases. Tele2 has chosen to apply the modified retrospec-
tive approach in the standard and not restate prior periods.

IFRS 16 replaces the previous leasing standard IAS 17 and related inter-
pretations and brings in a new definition of a lease that is used to identify
whether a contract contains a lease, distinguishing between lease contracts
and service contracts on the basis of whether there is an identified asset
controlled by the lessee or not. For a lessee IFRS 16 introduces a single
accounting treatment; the recognition of a right-of-use asset during
the estimated lease term and, if payments are made over time, a lease
liability (financing). Tele2 thus recognizes its long-term leases, previously
classified as operating leases, as asset and liabilities. Instead of operating
lease expenses, Tele2 recognizes depreciation and interest expenses
in the income statement. In the cash flow statement the amortization of
the lease liability is presented in the financing activities while the interest
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component is presented in the operating cash flow. Short-term lease pay-
ments, payments for leases of low-value assets and variable lease payments
not included in the measurement of the lease liability are presented within
operating cash flow. For lessors the finance and operating lease distinction
and accounting remains largely unchanged.

Tele2’s leases consist mainly of lease of sites and base stations (including
land), leased lines, premises, vehicles and other equipment. Tele2 does not
apply IFRS 16 for intangible assets. Tele2 applies the practical expedients
in IFRS 16 and exclude short-term leases (lease term 12 months or less at
commencement date) and leases for which the underlying asset is of low
value (with a value as new below EUR 5,000) in the calculation of the lease
liability and right-of-use asset and instead report the lease payments for
those contracts as current operating expenses in the income statement.
In addition, Tele2 applies the practical expedient to not separate lease and
non-lease components in a lease contract for the lease categories Sites
and base stations (typically non-lease component is electricity) and Leased
lines (typically non-lease component is repair and maintenance). For all
other lease categories Tele2 separate the lease components and exclude
the service component at calculation of the lease liability. For the transition
the incremental borrowing rate calculated at the initial date of application
have been used. After the transition the implicit rate, to the extent available,
is used for any signed new leases or modifications to existing leases. When
determining the incremental borrowing rate considerations takes into
account the country where the asset is leased, the tenor of the contract and
the underlying cashflows which the lease generates.

The main judgements for leases concerns determination of whether a
contract contains a lease and the lease terms. Regarding the lease terms, a
majority of the lease contracts in Tele2 includes options either to extend or
toterminate the contract. When determining the lease term, Tele2 considers
all relevant facts and circumstances that creates an economic incentive
to exercise an extension option, or not to exercise a termination option.
Economic incentive includes for example strategic plans, assessment of
future technology changes, original capital invested and consideration of
cost of finding and moving to a new location, any consideration of penalties
Tele2 may be charged to terminate the contract and past practice regarding
the period over which Tele2 has typically used particular types of assets
(whether leased or owned), and economic reasons for doing so.

Attransition to the new standard Tele2 made a reassessment under IFRS
16 whether a contractis a lease or not which may differ from the assessment
made under IAS 17. This concerns mainly leased capacity in the form of
IRU which is included in the minimum lease payments under IAS 17 but not
assessed to be a lease under IFRS 16. In addition, Tele2 at transition to the
new standard applied the practical expedient and excluded any initial direct
costs from the measurement of the right-of-use asset. The lease liability
was calculated by discounting the remaining leasing payments using the
estimated incremental borrowing rate per transition date January 1, 2019.
Tele2 accounted for a right-of-use asset that corresponded to the leasing
liability adjusted for any prepayments attributable to the lease. For leases
that were classified as finance leases applying IAS 17, the carrying amount
of the right-of-use asset and the lease liability at transition to IFRS 16, was
the carrying amount of the lease asset and lease liability as of December 31,
2018. The transition to IFRS 16 had no effect on the Group’s consolidated
equity.

The effects of applying IFRS 16 on the opening balance January 1, 2019
is presented below. The data excludes the Dutch operations since Tele2
considered the effects of IFRS 16 on Tele2 Netherlands to have no or

negligible impact going forward, as the company has been divested. Please
refer to Note 36 for further information. The weighted average incremental
borrowing rate applied at the discounting of the lease liability at transition
January 1, 2019 amounted to 1 percent for continued operations and 2 per-
cent including discontinued operations. Please refer to Note 31 for further
information on Tele2’s leases.

Balance sheet

SEK million Jan1,2019 IFRS16  Dec 31,2018
Adjusted Effect Reported
ASSETS
Goodwill 30,159 — 30,159
Otherintangibleassets . 19560 -44 19604
Intangible assets 49,719 -44 49,763
Machinery and technical plant 7998 -104 8,102
Othertengibleassets 109 = 1090
Tangible assets 9,088 -104 9,192
Right-of-use assets 6,076 6,076 —
Financialassets 1,028 — 1,028
Capitalized contract costs By - 373
Deferredtaxassets 368 - 368
Non-current assets 66,652 5,928 60,724
Inventories 669 - 669
Currentreceivables 6,794 =31 6,825
Currentinvestments 2 - 2
Cash and cash equivalents 404 — 404
Current assets 7,869 -31 7900
Assets classified as held for sale 14,588 568 14,020
TOTAL ASSETS 89,109 6,465 82,644
EQUITY AND LIABILITIES
Attributable to equity holders of the parent company 36,334 - 36,334
Non-controlling interest 28 — 28
Equity 36,362 - 36,362
Interest-bearing liabilities 27977 4739 23,238
Non-interest-bearing liabilities 4,206 — 4,206
Non-current liabilities 32,183 4,739 27,444
Interest-bearing liabilities 7921 1,158 6,763
Non-interest-bearing liabilities 8,088 — 8,088
Current liabilities 16,009 1,158 14,851
Liabilities directly associated with assets classified
as heldforsale 4,555 568 3987
TOTALEQUITY AND LIABILITIES 89,109 6,465 82,644

The bridge between future minimum expenses according to the previous
IAS 17 Leases standard and the change in the lease liability for continuing
operations due to adoption of IFRS 16 is presented below.

SEK million

Total future lease expenses for operating leases 4,626
Adjustment for:

Discounting -264
Not determined as leases according to IFRS 16 (mainly leased capacity) -585
Shorttermleases -114
Low value leases -14
Extension options 2,248

Total adjustments 1,271
Change in lease liability due to adoption of IFRS 16
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NOTE 36 DISCONTINUED OPERATIONS

Tele2 Croatia

OnMay 31,2019 Tele2 announced the agreement to sell its Croatian business
to United Group, and on March 3,2020 the divestment was completed. The
net proceeds to Tele2 was SEK 2.1 billion. A capital gain of approximately SEK
0.2 billion, or SEK 0.4 billion excluding exchange rate differences recycled
from other comprehensive income, is expected. Tele2 Croatia is reported
separately under discontinued operations in the income statement, with a
retrospective effect on previous periods.

Tele2 Kazakhstan
On December 28,2018 Tele2 announced that Tele2 has given notice to exer-
cise the put option stipulated in the jointly owned company in Kazakhstan
between Tele2 and Kazakhtelecom. The divestment of Tele2 Kazakhstan
was closed on June 28, 2019. The Kazakhstan operation was sold for SEK
2.5 billion and the net proceeds to Tele2 after deducting cash and earn-out
to Asianet, which was paid in July 2019, was SEK 1.4 billion. The capital gain
amounted to SEK 1.6 billion, or SEK 2.3 billion excluding recycled exchange
rate differences. The capital gain was affected negatively with SEK 0.7
billion related to reversal of exchange rate differences previously reported
in other comprehensive income, as a result of the divestment reversed
over the income statement but with no effect on total equity or cash flow.
Tax attributable to exchange rate differences amounted to SEK 0.3 billion.
As of December 31,2018, the estimated fair value of the deferred con-
sideration to Asianet amounted to SEK 764 million, calculated based on
expected future cash flows of Tele2 Kazakhstan.

Tele2 Netherlands

On December 15,2017 Tele2 announced that Tele2 and Deutsche Telekom

have agreed to combine Tele2 Netherlands and T-Mobile Netherlands. The
divestment of Tele2 Netherlands was closed on January 2, 2019. The Dutch
operation was sold for SEK 1.9 billion and 25 percent share in the combined
company. The capital gain amounted to SEK 4 million, including costs for
central support system for the Dutch operation and other transaction costs.
In addition, the capital gain and taxes were affected positively with SEK 57
and 47 million respectively related to reversal of exchange rate differences
previously reported in other comprehensive income, as a result of the
divestment reversed over the income statement but with no effect on total
equity or cash flow.

Net assets at the time of divestment

SEK million Netherlands Kazakhstan Total
Jan2,2019 Jun28,2019
Goodwill 1015 132 1,148
Otherintangible assets 1,293 224 1,517
Tangible assets 5,300 2,118 7418
Rightof use assets = 649 649
Financial assets 713 8 720
Capitalized contract costs 177 = 177
Deferred taxasset = 359 359
Inventories 155 23 179
Currentreceivables 2,085 506 2,591
Cashandcash equivalents 45 132 178
Non-current provisions -234 -116 -350
Non-currentinterest-bearing liabilities = -703 -703
Non-current non-interest-bearing liabilities -88 -2,008 -2,097
Currentprovisions = -8 -8
Currentinterest-bearing liabilities = -167 -167
Currentnon-interest-bearing liabilities -1,639 -852 -2,492
Non-controllinginterest - s sz
Divested net assets 8,822 146 8968
Capitalgain excludingsalescosts 4 2330 2334
Sales price 8,826 2,476 11,302
Received sharesin T-Mobile, non-cash -6904 = -6904
Price adjustments, non-cash 106 = 106
Less cashindivested operations -47 =1L -180
Total cash flow effect 1981 2,343 4,323

Income statement

All discontinued operations are stated below. Tele2 Netherlands was
divested on January 2, 2019 and Tele2 Kazakhstan on June 28, 2019. The
divestment of Tele2 Croatia was completed after the end of the financial
year, on March 3, 2020.The positive effect for Austria refers to final settle-
ment with Hutchison Drei Austria GmbH (Three Austria) for an earn-out
related to the Austrian operations divested in 2017. Tele2 received the pay-
mentin January 2020.

SEK million 2019 2018
Revenue 3,813 11,390
Costofservicesprovidedandequipmentsold 72227 7341
Gross profit 1,586 4,049
Selling expenses -509 -2,339
Administrative expenses -292 -1,388
Other operatingincome 7 18
Otheroperatingexpenses .. = -39
Operating profit 788 301
Interestincome 3 8
Interest expenses -97 -44
Otherfinancialitems .. 4 -3
Profit/loss after financial items 549 -66
Income tax from the operation -139 -10
Net profit/loss from the operation 410 -76
Profit/loss on disposal of operation including sales costs
and cumulative exchange rate gain 1,786 -40
—of which Netherlands 61 -88
—of which Kazakhstan 1,598 —
— of which Austria, sold 2017 91 1
— of which Norway, sold 2015 37 —
— of which Russia, sold 2013 = 47
Income tax from capital gain 337 —
— of which Netherlands 47 —
— of which Kazakhstan 290 —
Net profit/loss 2,533 -116
Attributable to:
Equity holders of the parent company 2,403 -254
Non-controlling interests 131 138
Net profit/loss 2,533 -116
Earnings per share (SEK) 3.50 -0.48
Earnings per share, after dilution (SEK) 3.47 -0.48
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Balance sheet

Assets held for sale as of December 31, 2019 refer primarily to Tele2 Croatia
and provisions for price adjustments and similar for the divestment of Tele2
Netherlands. As of December 31,2018, assets held for sale refer to Tele2
Kazakhstan and Tele2 Netherlands.

Joint operations

Svenska UMTS-néat AB, Sweden

Tele2 is one of two turnkey contractors which plan and operate the joint
operation Svenska UMTS-né&t AB’s 3G network. Tele2 and Telia Company
each own 50 percent and both companies have contributed capital to the
3G company. In addition to this, the build-out has owner financing.

SEK million Dec 31,2019 Dec 31,2018
ASSETS Net4Mobility HB, Sweden
Goodwill - Ll44 - Net4Mobility is an infrastructure joint operation between Tele2 Sweden and
Otherintangibleassets .1 1545 N
Intangible assets 167 2680 lelenor Sweden, where each party owns 50 percent. The company’s mission
Machinery and technical plant - 5617 is to build and operate the combined 2G, 4G gnd coming 5G ngtwork. The
Othertangibleassets 70 1740  networkenables Tele2 and Telenor to offer their customers mobile services
Tangible assets 823 7,357 for data communications and voice. The build-out has owner financing.
Right-of-use assets 468 —
F‘”B”C;a'ajsets 1 721 SIA Centuria, Latvia and Lithuania
Capitalized contract costs 37 177 . . .
Deferred tax assets 53 203 In 2019 Tele2 and Bite have signed an agreement to create a joint arrange-
Non-current assets 1,663 11,337 ment with the mission to build, own and operate mobile networks in Latvia
and Lithuania. Each party owns 50 percent of the company with abranchin
Inventories 62 180 . . Lo .
Lithuania. The board and management of the company is jointly appointed
Accounts receivable 2 406 by the two owners, and managed by a board with representatives from each
Other currentreceivables 485 1,532 . . . .
Prepaidexpensesandaccruedincome 24 s65  company. The partnership includes sharing of active and passive network
Currentreceivables 979 2,503 infrastructure and transmission for 2G, 3G, 4G as well as the upcoming 5G
Currentinvestments 9 0 roll-out. The joint network will be built out gradually starting 2021, with the
Currentassets 1,050 2684 fyll network targeted to be established by December 31,2023,
Asset classified as held for sale 2,713 14,020 X
Extracts from the income statements, balance sheets
LIABILITIES and cash flow statements
Interest-bearin 734 641 . X L . T .
restbearing Amounts below show summarized financial information for significant joint
Non-interest-bearing = 100 . . L ]
Non-current liabilities 734 741 operations before inter-company eliminations.
Interest-bearing 129 813
Non-interest-bearing 559 2,434 Income statement 2015 2018
—— SEKmillion SVUMTS- Net4Mobility, ~SvUMTS- Net4Mobility,
Current liabilities 687 3,247 nat, Sweden Sweden nat, Sweden Sweden
Revenue 931 1331 1,026 1,256
Liabilities directly associated with assets classified Operating profit 71 108 66 62
asheldforsale S 3988 profitfloss before tax 50 172 49 195
Net profit/loss 40 =172 33 195
SEK million 2019 2018
Amounts recognized in other comprehensive income and Balance sheet Dec 31,2019 Dec 31,2018
accumulated in equity relating to assets held for sale SEK million SV UNTS ) NetANIoBilic —

h A = Yy,  SVUMTS- Net4Mobility,
attributable to: nat, Sweden Sweden nat, Sweden Sweden
Equity holders of the parent company -104 -339 Intangible assets — 2001 — 3114
Non-controlling interest - 152 tangibleassets 1,186 2186 1485 2,354
Total 104 -187 Right-of-use assets 572 1562 — —

Deferredtax assets 83 = 94 —
Currentassets 312 491 281 516
Cash flow statement Total assets 2,154 7140 1859 5985
SEK million 2019 2018 Equity 677 -302 638 -130
Cash flow from operating activities 970 1,372 Untaxedreserves — 2,679 — 2459
Cash flow from investing activities 4,005 -1,613 Non-current liabilities 974 3987 928 1,501
Cash flow from financing activities 850 -18 Current liabilities 503 776 294 2,154
Net change in cash and cash equivalents 5,825 -259 Total equity and liabilities 2,154 7,140 1,859 5,985
Cash flow statement 2019 2018
SEKmillion SVUMTS- Net4Mobility, ~ SvUMTS- Net4Mobility,
NOTE 37 JOINT OPERATIONS AND OTHER RELATED natSweden  Sweden nat,Sweden  Sweden
Cash flow from operating activities 506 894 476 636
PARTIES Cash flow frominvesting activities =5 -1791 -26 -329
Business relations and pricing between Tele2 and all related parties are ~ Ceshflowfromfinancingactivities ... L T 20 s A
i o K X Netchange in cash and cash equivalents -0 3 0 -22
based on commercial terms and conditions. During 2019, Tele2 engaged in
. . . . Cashand cash equivalents at beginning
transactions with the following related companies/persons. of the year 0 58 0 80
Cash and cash equivalents at end of the year 0 62 0 58
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Other related parties

Senior executives and Board members

Information related to senior executives and Board members is presented
in Note 33.

Kinnevik Group
Tele2 rents premises from Kinnevik.

Kazakhtelecom Group

Kazakhtelecom had 49 percent of the voting rights in the jointly owned
company in Kazakhstan. Tele2 and Kazakhtelecom sold and purchased
telecommunication services to and from each other. Business relations and
pricing between the parties were based on commercial terms and condi-
tions. On December 28, 2018, Tele2 gave Kazakhtelecom notice to exercise
Tele2’s put option oniits shares in Tele2 Kazakhstan. The divestment of Tele2
Kazakhstan was closed on June 28,2019. Additional information is presented
in Note 36.

Joint ventures and associated companies
Information about joint ventures and associated companies is presented
in Note 16.

Transactions and balances

Transactions between Tele2 and joint operations are below included to 100
percent. In the consolidated financial statements the joint operations are
however based on Tele2’s share of assets, liabilities, revenues and expenses
(50 percent).

SEK million Revenue Operating expenses Interestrevenue
2019 2018 2019 2018 2019 2018
Kinnevik 0 0 -2 -4 = —
Kazakhtelecom 162 291 25 -615 = —
Other Related
Companies 0 - = — = —
Jointventuresand
associated
companies 182 1 -11 -12 = —
Jointoperations 208 233 -1,097 -1,111 25 19
Total 553 525 -1,136 -1,741 25 19
SEK million Other Interest-bearing Non-interest- Interest-bearing
receivables receivables bearing liabilities liabilities
Dec3]1, Dec31, Dec 31, Dec31, Dec 31, Dec 31, Dec3l, Dec 31,
2019 2018 2019 2018 2019 2018 2019 2018
Kazakhtelecom = 156 = — = 305 = 30
Other Related
Companies 0 — = — = - = —
Jointventuresand
associated
companies &/ 0 = — 1 1 = —
Joint operations 330 369 1,567 1,137 276 275 = —
Total 367 525 1567 1,137 277 581 = 30

NOTE 38 EVENTS AFTER THE END OF THE FINANCIAL
YEAR

On May 31,2019 Tele2 announced the agreement to sell its Croatian business
to United Group, and on March 3,2020 the divestment was completed. The
net proceeds to Tele2 was SEK 2.1billion. A capital gain of approximately SEK
0.2 billion, or SEK 0.4 billion excluding exchange rate differences recycled
from other comprehensive income, is expected to be recognized in 2020.

The spread of the Covid-19 virus across the world has begun to have
a socio-economic impact. During a time when physical contact is being
avoided to contain spread of the virus, the importance of our services is
greater than ever before. We at Tele2 therefore recognize our responsibility,
and are constantly monitoring our operations and capabilities of continuing
to provide our customers and the society with our services.

Inthisinitial phase we recognize negative financial implications primarily
related to international roaming and certain sectors within our B2B opera-
tion. As of today the financial impact is limited, but given the uncertainty in
duration of the partial lock down of society across our footprint, itis too early
for us to accurately assess the impact on our business activities and ability
to fulfill the financial guidance for 2020.
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Financial statements — Parent company

9 M b
Parent company’s income statement Parent company’s balance sheet
SEK million Note 2019 2018 SEK million Note Dec 31 Dec 31
Revenve 2 a4 60 i el
Gross profit 41 60 ASSETS
o ) Shares in group companies 10 38,764 38,764
Adm|n|strat\\{e e>.<penses -155 -129 Receivables from group companies 12 8,439 8,238
Other operatfng income 3 0 3 Deferred tax assets 8 31 35
9?@‘?(39‘?@‘,‘?9,%9?9?9? ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 4 98 359 Other financial assets 11 57 46
Operating loss -212 -425 Non-current assets 47,291 47,083
Profit/loss from fin»ancial investmer?ts Other receivables from group companies 12 5,230 15,665
Result_from sharesin group c.orﬁpa‘nles 5 = 600 Other current receivables 13 158 28
Other interest revenue.ar?d similarincome 6 149 21 Prepaidexpensesand accruedincome “ o 4 92
Interestexpense and similarcosts 7o A2 =369 Cimentreceivables 5391 15786
Loss after financial items -495 -173
A iati tributi e 1092 Cash and cash equivalents 15 8 25
ppropriations, group contribution ' Current assets 5399 15810
Tax on profit/loss for the year 8 -15 -52
Net profit/loss “235 796 ToTALASSETS 52,690 62,893
N . EQUITY AND LIABILITIES
Parent company’s comprehensive Share capita] 2
income Restrictedreserve . 495 4985
Restricted equity 5,848 5,848
SEK million 2019 2018
NET PROFIT/LOSS -235 796  Reserves gasesy 22372
Retained earnings -542 5,705
Compoqents that may be reclassified to Net profit 235 796
netprofit/loss BT e R
) - . Unrestricted equity 21,611 28,874
Gain/loss arising on changes in fair value -
of hedging instruments 29 -16 Equity 27,460 34,722
Reclassified cumulative profit/loss to N ) T
; _ Liabilities to financial institutions and
Income statement 14 70 imilar liabilities 16 21572 21664
Ia}fgff@g’{erﬁciaﬁshrf]g\{vrh?gggsﬁﬁﬁ rrrrrrrrrrrrrrrrr e L 16 Pension and similar commitments 72 57
Components that may be reclassified to net profit 16 38 Other interest-bearing liabilities 16 . 1
OTHER COMPREHENSIVE INCOME FOR THE YEAR, Non-current liabilities 21,644 21722
NET OF TAX 16 38
Liabilities to financial institutions and
similiar liabilities 16 3,303 5991
TOTAL COMPREHENSIVE INCOME FOR THE YEAR -219 834 Provisions 17 16 17
Otherinterest-bearing liabilities o L 48 105
Interest-bearing liabilities 3,367 6,112
Accounts payable 16 1 25
Current tax liabilities 12 10
Other current liabilities 16 4 48
Other liabilities to group companies 5 82
fAccruedexpensesanddeferedincome 18 N L7 - 172
Non-interest-bearing liabilities 220 337
Current liabilities 3,686 6,450
TOTAL EQUITY AND LIABILITIES 52,690 62,893
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Parent company’s cash flow statement

SEK million 2019 2018
Operating activities

Operating loss -212 -425
Adjustments for non-cash items in net profit

— Incentive program 20 15
Interest paid -319 -291
Finance items paid -9 -49

Changes in working capital

— Operating receivables 10 -17
~Operatingliabilitles 77 - 40
Cash flow from operating activities -608 -807

Investing activities

Acquisition of shares in group companies - -6,541
Lendingtogroupcompanies . B8 10787) -7.882
Cash flow from investing activities 10,787  -14,423
Cash flow after investing activities 10,179 -15,230
Financing activities

Proceeds from credit institutions and similar liabilities 1,867 17,294
Repayment of loans from credit institutions and similar

liabilities -4,910 -26
Dividendspaid RSN 2013
Cash flow from financing activities -10,196 15,255
Net change in cash and cash equivalents -17 25
Cash and cash equivalents at beginning of year 25 0
Cash and cash equivalents at end of the year 8 25

Parent company’s statements of
changes in equity

SEK million Restricted equity Unrestricted equity Total equity
Share Restricted Hedge Share Retained
capital reserve reserve premium earnings
reserve

Equity at January 1, 2019 863 4985 -20 22,393 6,501 34,722
Net loss = = = = =235 =235
Other comprehensive
income for the year,
netoftax 1 T = L T = e
Total comprehensive
income for the year = = 16 = -235 -219
Other changes in equity
Share-based payments — — — — 102 102
Share-based payments,
tax effect — - = = 8 8
Dividends - - = 153 =153
Equity at December 31,
2019 863 4,985 -5 22393  -777 27,460

Equity at January 1,2018 634 4,985 -58 2856 7,671 16,089

Net profit — — — — 796 796
Other comprehensive

income for the year,

NEtOftaX oo . T8 o - 38
Total comprehensive

income for the year - - 38 - 796 834
Other changes in equity

Share-based payments — — — — 43 43
Share-based payments,

tax effect — — — — 4 4
Proceeds fromissuances

of shares 229 - — 19,637 — 19,766
Dividends — - — — -2,013 -2,013
Equity at December 31,

2018 863 4985 -20 22,393 6,501 34,722
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Notes

ACCOUNTING PRINCIPLES AND OTHER
INFORMATION

The parent company’s financial statements have been prepared according
to the Swedish Annual Accounts Act and RFR 2 Reporting for legal entities
and other statements issued by the Swedish Financial Reporting Board.

The parent company follows the same accounting policies as the Group
(see Group Note 1) with the following exceptions.

NOTE1

Subsidiaries
Shares in subsidiaries are recognized at cost, including expenses directly
related to the acquisition, less any impairment.

Group contributions are reported as appropriations in the income
statement.

Classification and measurement of financial instruments

IFRS 9 Financial Instruments is adopted, except regarding financial guaran-
tees where the exception allowed in RFR 2 is chosen. Financial guarantees
are included in contingent liabilities.

Internal loans are managed by the Group’s Corporate Finance and
M&A function and all internal credit facilities are reviewed on regular basis.
Internal loans are managed to collect contractual cash flows and is therefore
designated as amortized cost. Impairment losses are calculated based on
expected credit losses.

Other information

The annual report has been approved by the Board of Directors on March
25,2020. The balance sheet and income statement are subject to adoption
by the Annual General Meeting on May 11, 2020.

NOTE2 REVENUE

Revenue relates to sales to other companies within the Group.

NOTE3 OTHER OPERATING INCOME

SEK million 2019 2018
Exchange rate gains from operations 0 3
Total other operatingincome 0 3

NOTE4 OTHER OPERATING EXPENSES

SEK million 2019 2018
Acquisition cost, Com Hem Sl -281
Integration cost, Com Hem -45 -78
Other operating expenses =5 —
Total other operating expenses -98 -359

NOTE5 RESULT OF SHARES IN GROUP COMPANIES

SEK million 2019 2018
Dividend from subsidiary = 600
Totalresult of shares in group companies = 600

NOTE 6 OTHER INTEREST REVENUE AND SIMILAR INCOME

SEK million 2019 2018
Interest, Group 148 21
Interest, Other 1 0
Total other interest revenue and similarincome 149 21

NOTE7 INTEREST EXPENSE AND SIMILAR COSTS

SEK million 2019 2018
Interest, credit institutions and similar liabilities -367 -258
Exchange rate difference on financial liabilities -52 -57
Other finance expenses =13 -53
Total interest expenses and similar costs -432 -369

In 2018, other financial expenses mainly consist of costs related to the
merger with Com Hem.

NOTE8 TAXES

SEK million 2019 2018
Current tax expense, on profit/loss current year =3 3
Currenttaxexpense, onprofit/losspriorperiods T 12
Current taxexpense -3 -10
Deferred tax expense/income -12 -42
Total tax on profit/loss for the year -15 -52

The difference between recorded tax and the tax based on prevailing tax
rate consists of the below listed components.

SEK million 2019 2018

Profit/loss before tax -220 848
Taxeffectaccording to taxratein Sweden 47 -21.4% -187 -22.0%
Tax effect of

Non-taxable dividend from

group company = = 132 15.6%
Negative netinterest =57 26.1% — —
Non-deductible expenses other -1 0.3% -1 -0.1%
Adjustment of tax assets from

previousyears -4 1.8% 4 0.4%
Tax expense and effective taxrate -15 6.8% -52 -6.1%

With regards to the new interest limitation rules from FY 2019, the negative
net interest that cannot be deducted appears as a permanent item. The
negative net interest will instead be deducted in Tele2 Treasury AB and
netted against positive netinterest.

Deferred tax asset of SEK 31 (35) million is attributable to temporary
differences for liabilities of SEK 16 (23) million and pensions of SEK 15 (12)
million.

NOTE9 TANGIBLE ASSETS

SEK million Equipmentand installations
Dec 31,2019 Dec 31,2018

Acquisitionvalveatanvaryl S 3

Total cost & 3

Accumulateddepreciationatlanvaryl = 3.

Total accumulated depreciation -3 -3

Total tangible assets = —

NOTE10 SHARES IN GROUP COMPANIES

Company, reg. No.,reg'd office Numberof  Totalpar  Holding Dec 31,2019 Dec 31,2018
shares value (capital/ mSEK mSEK

votes)

Tele2 Holding AB, 556579-7700,

Stockholm, Sweden 1,000 tSEK100 100% 13,520 13,520

Com Hem Sweden AB, 556859-4195,

Stockholm, Sweden 6,000,000 SEK1 100% 25,244 25244

Total sharesin group companies 38,764 38,764

SEK million Dec 31,2019 Dec 31,2018

Acquisition value

Acquisition value at January 1 38,764 13,520

Acquisitions = 25,244

Total sharesin group companies 38,764 38,764
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On January 10, 2018 Tele2 announced the merger plan with Com Hem
in Sweden through a statutory merger in accordance with the Swedish
Companies Act, creating a leading integrated connectivity provider. The
merger was approved by the shareholders in respective company on
September 21, 2018, unconditionally by the European Commission on
October 8, 2018, and was implemented on November 5, 2018 by Tele2
absorbing Com Hem Holding AB (registration number 556858-6613). Com
Hem'’s shareholders received as merger consideration SEK 37.02 in cash
plus 1.0374 B shares in Tele2 for each share in Com Hem outstanding as at
completion of the merger. Hence, Com Hem'’s shareholders received 26.6
percent economic ownership in Tele2 and a total cash consideration of SEK
6,546 million. The number of shares issued by Tele2 as merger consideration
amounted to 183,441,585 B shares. The fair value of these shares was deter-
mined based on the closing price of Tele2’s B shares on November 5, 2018,
amounting to SEK 107.75 per share.

Additional information regarding the acquisition is presented in Group
Note 15.

The parent company’s income statement does not include any part of
ComHem Holding AB's earnings before the merger, as no ownership existed
before the merger. Net sales in Com Hem Holding AB amounted to SEK 14
million as of the merger date and the operating loss was SEK 216 million.

The value of net assets assumed in Com Hem Holding AB at the time for
merger is stated below.

Nov 5,2018
Sharesin group companies 2942
Receivables from group companies 1,237
Deferredtaxassets 42
Other financial assets 2
Currentreceivables 2
Cash and cash equivalents 5
Non-currentinterest-bearing liabilities -3
Other non-current interest-bearing liabilities -1
Current liabilities to group companies -32
Other currentinterest-bearingliabilities 184
Net assets assumed 4,010
Shares in group companies 22,302
Purchase price shares 26,312
Paid with own shares -19,766
6,546
Less: cash and cash equivalentsin merged company -5
NET CASH OUTFLOW (+) 6,541

Alist of all subsidiaries, excluding dormant companies, is presented in Note 23.

NOTE1T OTHERFINANCIAL ASSETS

SEK million Dec31,2019  Dec 31,2018
Pension funds 57 46
Total other financial assets 57 46
NOTE 12 RECEIVABLES FROM GROUP COMPANIES

SEK million Dec 31,2019 Dec 31,2018
Acquisition value at January 1 23904 13,062
Lending 2,142 18915
Repayments -12,063 -8,579
Other changesin cash pool =315 507
Total receivables from group companies 13,668 23904
NOTE 13 OTHER CURRENT RECEIVABLES

SEK million Dec31,2019  Dec 31,2018
Derivatives 154 9
Receivables onemployees — 10
Other & 9
Total other currentreceivables 158 28

Derivatives consists of fair value interest swaps, valued at fair value. For fair
value hedges, the effective and ineffective portions of the change in fair value
of the derivative, along with the gain or loss on the hedged item attributable
totherisk being hedged, are recognized in the income statementin the same
line. For additional information please refer to Group Note 2.

NOTE 14 PREPAID EXPENSES AND ACCRUED INCOME

SEK million Dec 31,2019 Dec 31,2018
Prepaidinterest expenses = 90
Prepaid expenses, other 4 1
Total prepaid expenses and accrued revenues 4 92
NOTE 15 CASH AND CASH EQUIVALENTS AND
UNUTILIZED OVERDRAFT FACILITIES
SEK million Dec31,2019  Dec 31,2018
Cash and cash equivalents 8 25
Unutilized overdraft facilities and credit lines 7930 7,809
Total available liquidity 7937 7,834
NOTE 16 FINANCIAL LIABILITIES
SEK million Dec31,2019  Dec 31,2018
Liabilities to financial institutions and similar liabilities 24,875 27655
Otherinterest-bearingliabilities 48 105
Total interest-bearing financial liabilities 24923 27,760
Accounts payable 1 25
Other current liabilities 4 48
Total financial liabilities 24928 27,833
Financial liabilities fall due for payment according to below.
SEK million Dec 31,2019 Dec 31,2018
Within 3 months 1,602 6,169
Within 3—12 months 1,754 —
Within 1-2 years 2997 2,008
Within 2-3 years 2,199 3,375
Within 3—4 years 1,750 2,579
Within 4-5years 7118 1950
Within 5-10years 7,508 11,753
Total financial liabilities 24928 27,833

Interest-bearing financial liabilities

Liabilities to financial institutions in the form of cash pledged as collateral
to reduce credit riskamounted on December 31,2019 to SEK 199 (-) million,
please refer to the Group’s Note 2.

Liabilities to financial institutions and similar liabilities

Funding type Interestrate terms Maturity Dec 31,2019 Dec 31,2018
date Current Non-  Current Non-
liabilities current  liabilities current
liabilities liabilities
Bonds EUR fixed 1.125% 2024 = 5217 — 5138
Bonds EUR fixed 2.125% 2028 = 5,292 — 5,147
Bonds SEK variable interest rates = = 500 —
Bonds SEK variable interest rates = = 1,000 —
Bonds SEK STIBOR +0.51% 2020 1754 = — 1757
Bonds SEK STIBOR +2.45% 2020 250 = — 250
Bonds SEK fixed 1.875% 2021 = 1,000 — 1,000
Bonds SEK STIBOR 1.65% 2021 = 1997 — 1995
Bonds SEK STIBOR 1.55% 2022 = 1,699 — 1,699
Bonds SEK variableinterestrates 2022 = 500 - 500
Bonds SEK STIBOR +1.45% 2023 = 397 — 400
Bonds SEK fixed 2% 2023 — 1,199 — 1,195
BondsSEK __________variableinterestrates 2026 i 1000 e .
Total bonds 2,004 18,302 1500 19,081
Commercialpaper  fixedinterestrates ~ 2019 1,100 = 4,491 —
European
Investment Bank
(EIB) fixedinterestrates 2024 = 1,303 — 1.283
Nordic Investment 2021~
Bank (NIB) fixedinterestrates 2024 = 1985 — 1,324
Syndicated loan
facilities variableinterestrates 2023 = -18 — -24
Short-termloan,
collateral for
outstanding interest
rate derivatives variable interestrate 2020 199 = — —
Total liabilities to financial institutions and
similar liabilities 3,303 21,572 5991 21,664
24,875 27,655

For additional information please refer to Group Note 26.
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Other interest-bearing liabilities

SEK million Dec 31,2019 Dec 31,2018
Current Non- Current Non-
liabilities current  liabilities current
liabilities liabilities
Derivatives 48 = 105 -
Incentive program, loT = = — 1
Total other interest-bearing liabilities 48 = 105 1

Derivatives consist of interest swaps, valued at fair value. For additional
information please refer to Group Note 2.

Other current liabilities

NOTE 22 FEES TO THE APPOINTED AUDITOR

Audit fees to the appointed auditor are SEK 23 (73) million and audit-related
feesare SEK - (1) million. All other fees amount to SEK O (1) million. The higher
audit fee in 2018 was related to the audit performed in accordance with
standards established by the Public Company Accounting Oversight Board
(PCAOB) in the United States for the years ended December 31, 2015 to
2018, as required due to the merger with Com Hem.

NOTE 23 LEGAL STRUCTURE

The table below lists all the subsidiaries, associated companies, joint

SEK million Dec 31,2019 Dec 31,2018 . .
VAT liability 5 0 ventures and other holdings that are not dormant companies.
Employee withholding tax 2 37
Other 1 1 C reg.No.,reg'd office Note Holding
Total current liabilities 4 48 Group (capital/votes)
COMHEM SWEDEN AB, 556859-4195, Stockholm, Sweden 100%
ComHem AB, 556181-8724, Stockholm, Sweden 100%
NOTE '|7 PROVISIONS ) TMPLSqutit.:.nS/.AB‘55907979341‘ Uppsala, Sweden 17 12.1%
_— iTUX Communication AB, 556699-4843, Stockholm, Sweden 100%
SEKmillion Dec31.2019  Dec31.2018 TELE2 HOLDING AB, 556579-7700, Stockholm, Sweden 100%
Integration costs, Com Hem 16 17 Tele2 Treasury AB, 556606-7764, Stockholm, Sweden 100%
Total provision 16 17 Tele2 Sverige AB, 556267-5164, Stockholm, Sweden 100%
T-Mobile Netherlands Holding BV, 33301092, Hague, Netherlands 16 25%
SNPAC Swedish Nr Portability Adm.Centre AB, 556595-2925,
Stockholm, Sweden 16 40%
NOTE 18 ACCRUED EXPENSES AND DEFERRED INCOME Triangelbolaget D4 AB, 556007-9799, Stockholm, Sweden 16 25%
Svenska UMTS-néat Holding AB, 556606-7988, Stockholm, Sweden 100%
SEK million Dec31,2019  Dec 31,2018 Svenska UMTS-nat AB, 556606-7996, Stockholm, Sweden 37 50%
Interest costs 134 78 Interloop AB, 556450-2606, Stockholm, Sweden 100%
Personnelrelated expenses 63 68 Net4Mobility HB, 969739-0293, Stockholm, Sweden 37 50%
External services expenses — 27 Tele2 10T AB, 556078-0598, Kista, Sweden 100%
Total accrued expenses and deferred income 197 172 Kombridge AB, 556817-2059, Gothenburg, Sweden 100%
Tele2 IoT Latvia SIA, 40003681691, Riga, Latvia 100%
Tele2 IoT Austria GmbH, FN463093w, Vienna, Austria 100%
NOTE 19 CONTINGENT LIABILITIES AND Tele2 IoT Netherlands, 72180137, Amsterdam, Netherlands 100%
e UAB Tele2, 111471645, Vilnius, Lithuania 100%
OTHER COMMITMENTS UAB Tele2 prekyba, 302473332, Vilnius, Lithuania 100%
UAB Mobilieji mokéjimai, 304431143, Vilnius, Lithuania 16 33.3%
SEK million Dec31,2019  Dec31,2018 Viesoji istaiga Numerio perkelimas, 303386211, Vilnius, Lithuania 25%
Guaranteerelated to group companies 908 904 UAB Tele2 Fiksuotas Rysys, 111793742, Vilnius, Lithuania 100%
Total contingent liabilities 908 904 SIATele2, 40003272854, Riga, Latvia 100%
SIA Centuria, 40203227548, Riga, Latvia 37 50%
SIATele2 Shared Service Center, 40003690571, Riga, Latvia 100%
Operating leases Tele2 Eesti AS, 10069046, Tallinn, Estonia 100%
The parent companyvs operating lease expenses amounted in 2018 to Estonian Broadband Development Foundation, Estonia 17 12.5%
. - Communication Services Tele2 GmbH, 36232, Dusseldorf, Germany 100%
SEK 2 million. Future lease expenses amounted to SEK 1 million due for pay- Tele2 Beteiligungs GmbH, HRB64230, Dusseldorf, Germany 100%
mentin 2019. T&Q Netz GmbH Co KB, HRA21263, Disseldorf, Germany 16 50%
Tele2 d.o.o0. Za telekomunikacijske usulge, 1849018, Zagreb, Croatia 100%
Tele2 Europe SA,R.C.B56944, Luxembourg 100%
NOTE 20 NUMBER OF EMPLOYEES Tele2 Luxembourg AB, 556304-7025, Stockholm, Sweden 100%
. . Tele2 Finance Luxembourg SARL, RCB112873, Luxembourg 100%
The average number of employees in the parent company is 11(7), 0f Whom ¢ revALUE CONSULTING LTD, 9908070, London, UK 16 259

2(2) are women and 9 (5) men.

NOTE 21 PERSONNEL COSTS

SEK million 2019 2018
Salariesand Social ofwhich Salariesand Social of which
remunera- security pension  remunera- security pension
tions  expenses  expenses tions  expenses  expenses
Board and President 28 12 2 61 24 —
Other employees 77 58 22 77 33 10
Total 106 70 24 138 57 10

Personnel expenses directly recharged to Tele2 Sweden for some employ-
ees of the parent company working are netted with the cost in the income
statement. The parent company’s pension expenses relate to defined-con-
tribution plans. Salary and remuneration for the CEO are presented in Group
Note 33.
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The consolidated financial statements and Annual Report have been prepared
in accordance with the international financial reporting standards referred to in
European Parliament and Council of Europe Regulation (EC) No.1606/2002 of 19 July
2002, on application of International Financial Reporting Standards and generally
accepted accounting principles, and give a fair overview of the parent company’s and
Group's financial position and results of operations.

The administration report for the group and parent company gives a fair overview of
the Group's and parent company’s operations, financial position and results of opera-

tions, and describes significant risks and uncertainties that the parent company and
companies included in the Group face.

Stockholm March 25,2020

Carla Smits-Nusteling

Chairman
Andrew Barron Anders Bjérkman Cynthia Gordon
Deputy Chairman
Eva Lindqvist Georgi Ganev Lars-Ake Norling

Anders Nilsson
President and CEO

Our auditors' report was submitted on March 25,2020

Deloitte AB

Pontus Palsson
Authorized Public Accountant
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Auditor’s report

To the general meeting of the shareholders of Tele2 AB (publ) corporate identity number 556410-8917

Report on the annual accounts and consolidated accounts
Opinions

We have audited the annual accounts and consolidated accounts of Tele2
AB (publ) for the financial year January 1to December 31,2019 except for the
corporate governance statement on pages 30-35. The annual accounts
and consolidated accounts of the company are included on pages 10-85
in this document.

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 the parent company as of December 31,2019 and its
financial performance and cash flow for the year then ended in accordance
with the Annual Accounts Act. The consolidated accounts have been pre-
pared in accordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of the group as of December 3],
2019 and its 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. Our opinions do not cover
the corporate governance statement on pages 30-35. The statutory admin-
istration reportis 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.

Our opinions in this report on the annual accounts and consolidated
accounts are consistent with the content of the additional report that has
been submitted to the parent company’s audit committee in accordance
with the Audit Regulation (537/2014) Article 11.

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 groupin accordance with professional ethics for accountantsin Sweden
and have otherwise fulfilled our ethical responsibilities in accordance with
these requirements. This includes that, based on the best of our knowl-
edge and belief, no prohibited services referred to in the Audit Regulation
(5637/2014) Article 5.1have been provided to the audited company or, where
applicable, its parent company or its controlled companies within the EU.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinions.

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.

Revenue recognition and IT

Tele2 reports revenue of SEK 27,659 million for the financial year 2019. Tele2
has multiple revenue streams from millions of customers across many coun-
tries.Revenues are characterized by a large volume of low value transactions,

but also instances of larger projects and bundled offerings requiring man-
agement estimates and judgment such as determining fair values and the
period in which the revenue should be recognized. Appropriate billing and
IT operations are key for service delivery and for accurate and complete
financial reporting.

In Note 1the Group's accounting principles for revenue recognition are
described and in Note 3 revenue by segment and by category are presented.

Our audit procedures included, but were not limited to:

evaluating whether the accounting principles applied by management
for revenue are in accordance with IFRS,

assessing adequacy of internal controlsin IT systems critical for financial
reporting,

testing relevant revenue process controls, and

testing different revenue streams through analytical procedures and on
a sample basis to ensure appropriate revenue recognition.

Divestment of operations
In 2019 Tele? divested the operations in the Netherlands and Kazakhstan
for a consideration of SEK 4,323 million and entered into an agreement to
divest Tele2 Croatia. The divestment of operations requires management’s
judgment and estimates to identify and separate the assets and liabilities
sold as well as to determine the sale price per the agreement requiring
management’s assessment of multiple factors affecting the final sales price.
Accounting for discontinued operations requires identifying and separating
the financial effects from continuing and discontinued operations as well
as ensuring that the criteria in IFRS are fulfilled to account for discontinued
operations.

In Note 1the Group's accounting principles for divestment of operations
and discontinued operations are described and Note 36 provides financial
information of the divested and discontinued operations.

Our audit procedures included, but were not limited to:

e assessing Tele2’s policies and procedures for accounting for divested
and discontinued operations for compliance with IFRS,

reviewing management’s calculation of the sales price and agree it to
the terms of the sales agreement,

reviewing and validating the capital gain recognized against supporting
documents, and

evaluating the appropriateness of disclosures made in the financial
statements.

Valuation of goodwill
Tele2 reports goodwill of SEK 29,744 million as of December 31,2019.On an
annual basis management tests the carrying value of goodwill. The impair-
ment assessments are complex and require management’s estimates and
judgement in determining the Group’s cash generating units, the method
selected for determining the recoverable amount as well as assumptions
used regarding future growth rates, profit margins, investment levels and
discount rates. In 2019 a write down of goodwill was recognized for Tele2
Estonia.

In Note 1the Group’s accounting principles for impairment testing of
intangible assets are described, and Note 12 describes the key assumptions
used by management when preparing the annualimpairment assessments.
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Our audit procedures included, but were not limited to:

e assessing Tele2’s principles and procedures when preparing its impair-
ment tests for compliance with IFRS,

e assessing the valuation methodology and valuation assumptions used
by management with the support of our valuation specialists,

e assessing the reasonableness of the business and accounting assump-
tions used in the impairment assessment, such as management’s pro-
jections and forecast data,

e testing the mathematical accuracy of the models used for impairment
testing, and

e evaluating the appropriateness of disclosures made in the financial
statements.

Adoption of new accounting standard — IFRS 16 Leases
The Group adopted the requirements of IFRS 16 Leases on January 1, 2019.
On adoption of the standard Tele2 recognized SEK 6 420 million of right-
of-use assets and lease liabilities. The implementation of IFRS 16 is complex
requiring management’s judgment and estimates in areas such as deter-
mining which contracts are in scope of the standard, treatment of renewal
and extension options and the discount rate to be applied.

In Note 1the Group's accounting principles for leases are described, and
Note 14, 31and 35 provides additional information.

Our audit procedures included, but were not limited to:

e evaluating the Group'slease accounting policy for compliance with IFRS
16 with the support of our accounting specialists,

e evaluating the model used to calculate the net present value of lease
liabilities and key assumptions made by management such as discount
rate and treatment of renewal and extension options,

e onasample basis testing of individual contracts for appropriate mea-
surement and recognition, and

e evaluating the appropriateness of disclosures made in the financial
statements.

Other information than the annual accounts and

consolidated accounts

This document also contains other information than the annual accounts
and consolidated accounts and is found on pages 1-9 and 89-93. The
Board of Directors and the Managing Director are responsible for this other
information.

Our opinion on the annual accounts and consolidated accounts does not
cover this other information and we do not express any form of assurance
conclusion regarding this other information.

In connection with our audit of the annual accounts and consolidated
accounts, our responsibility is to read the information identified above and
consider whether the information is materially inconsistent with the annual
accounts and consolidated accounts. In this procedure we also take into
accountour knowledge otherwise obtained in the audit and assess whether
the information otherwise appears to be materially misstated.

If we, based on the work performed concerning this information, con-
clude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

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.

The Audit Committee shall, without prejudice to the Board of Director’s
responsibilities and tasks in general, among other things oversee the com-
pany’s financial reporting process.

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 mis-

statement, 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.

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

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

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

e Evaluate the appropriateness of accounting policies used and the rea-
sonableness of accounting estimates and related disclosures made by
the Board of Directors and the Managing Director.

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

e Evaluate the overall presentation, structure and content of the annual
accounts and consolidated accounts, including the disclosures, and
whether the annual accounts and consolidated accounts represent
the underlying transactions and events in a manner that achieves fair
presentation.
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e Obtain sufficient and appropriate audit evidence regarding the finan-
cial information of the entities or business activities within the group to
express an opinion on the consolidated accounts. We are responsible
for the direction, supervision and performance of the group audit. We
remain solely responsible for our opinions.

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

We must also provide the Board of Directors with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the audit of the
annual accounts and consolidated accounts, including the mostimportant
assessed risks for material misstatement, and are therefore the key audit
matters. We describe these matters in the auditor’s report unless law or
regulation precludes disclosure about the matter.

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 Tele2 AB (publ) for the financial year January 1
to December 31, 2019 and the proposed appropriations of the company’s
profit or loss.

We recommend to the general meeting of shareholders that the profit
to be appropriated in accordance with the proposal in the statutory admin-
istration 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
standardsin 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 respon-
sibilities 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 require-
ments 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, consolida-
tion 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 mea-
sures that are necessary to fulfill the company’s accounting in accordance
with law and handle the management of assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby our

opinion about discharge from liability, is to obtain audit evidence to assess

with a reasonable degree of assurance whether any member of the Board of

Directors or the Managing Director in any material respect:

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

e inany 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 isin accordance with
the Companies Act.

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

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

The auditor’s examination of the corporate governance statement
The Board of Directors is responsible for that the corporate governance
statement on pages 30-35 has been prepared in accordance with the
Annual Accounts Act.

Our examination of the corporate governance statement is conducted
inaccordance with FAR’s standard RevU 16 The auditor's examination of the
corporate governance statement. This means that our examination of the
corporate governance statementis different and substantially less in scope
than an audit conducted in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden. We believe
that the examination has provided us with sufficient basis for our opinions.

A corporate governance statement has been prepared. Disclosures in
accordance with chapter 6 section 6 the second paragraph points 2-6 of
the Annual Accounts Act and chapter 7 section 31 the second paragraph
the same law are consistent with the other parts of the annual accounts and
consolidated accounts and are in accordance with the Annual Accounts Act.

Deloitte AB, was appointed auditor of Tele2 AB (publ) by the general
meeting of the shareholders on the May 6,2019 and has been the company’s
auditor since May 12,2004.

Stockholm, March 25,2020

Deloitte AB

Pontus Palsson
Authorized public accountant
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Definitions

Non-1FRS measures

Thisreport contains certain financial measures that are not defined by IFRS
but are used by Tele2 to assess the financial performance of the business.
These measures areincluded inthe report as they are considered important
supplementary measures of operating performance and liquidity. They
should not be considered a substitute to Tele2’s financial statements pre-
pared in accordance with IFRS. Tele2’s definitions of these measures are
described below, but other companies may calculate non-IFRS measures
differently and these measures are therefore not always comparable to
similar measures used by other companies.

EBITDA
Tele2 considers EBITDA to be relevant measure to present profitability
aligned with industry standard.

EBITDA: Operating profit/loss before depreciation/amortization,impairment
as well asresults from shares injoint ventures and associated companies.

Underlying EBITDA and underlying EBITDA margin

Tele2 considers underlying EBITDA and underlying EBITDA margin to be
relevant measures to present in order to illustrate the profitability of the
underlying business, and as these are used by management to assess the
performance of the business.

Underlying EBITDA: EBITDA excluding items affecting comparability.

Items affecting comparability: Disposals of non-current assets and trans-
actions from strategic decisions, such as capital gains and losses from sales
of operations, acquisition costs, integration costs due to acquisition or
merger, restructuring programs from reorganizations as well as other items
that affect comparability.

Underlying EBITDA margin: Underlying EBITDA in relation to revenue
excluding items affecting comparability.

Underlying EBITDAaL

Tele2 considers underlying EBITDAaL to be a relevant measure of the busi-
ness performance since it includes the cost of leased assets (depreciation
and interest), which is not included in underlying EBITDA according to
IFRS 16.

Underlying EBITDAaL: Underlying EBITDA as well as lease depreciation and
lease interest costs according to IFRS 16.

Underlying EBITDA excluding IFRS 16

Tele2 considers underlying EBITDA excluding IFRS 16 to be a relevant mea-
sure to present during 2019 for comparability with 2018 and 2017 since IFRS
16 Leases has not been adopted retrospectively.

Underlying EBITDA excluding IFRS 16: Underlying EBITDA applying IAS17
accounting standard for leases for all periods.

Continuing operations

SEK million 2019 2018
Operating profit 4,024 3,291
Reversal:

Result from shares in joint ventures and associated companies 97 -9
Depreciation and amortization 5,693 2,352
EBITDA 9,814 5,635
Reversal, items affecting comparability:

Acquisition costs 72 305
Integration costs 570 311
Disposal of non-current assets 10 58
Other items affecting comparability 7 7
Total items affecting comparability 711 750
Underlying EBITDA 10,525 6,386
Lease depreciation (according to IFRS 16) -1,186 —
Lease interest costs (according to IFRS 16) -81 —
Underlying EBITDAaL 9,258 6,386
Underlying EBITDA 10,525 6,386
Adjustment to report lease according to IAS 17 -1,182 —
Underlying EBITDA excluding IFRS 16 9,344 6,386
L OO <" =LA
Revenue excluding items affecting comparability 27,659 21,775
Underlying EBITDA margin 38% 29%
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Non-IFRS measures — Capex paid and capex

Tele2 considers capex paid relevant to present as it provides an indication ~ Capex paid: Cash paid for the additions to intangible and tangible assets net
of how much the company invests organically in intangible and tangible  of cash proceeds from sales of intangible and tangible assets.

assets to maintain and expand its business. Tele2 believes that it is relevant Capex: Additions to intangible assets, tangible assets and right-of-use
to present capex to provide a view on how much Tele2 invests organically  gssets (lease) that are capitalized on the balance sheet.

in intangible and tangible assets as well as in right-of-use assets (lease) to

maintain and grow its business which is not dependent on the timing of

cash payments.

SEK million 2019 2018
TOTAL OPERATIONS

Additions to intangible and tangible assets -3,610 -3.424
Sale of intangible and tangible assets 3 21
Capex paid -3,607 -3,403
This period's unpaid capex and reversal of paid capex from previous period 758 -698
Reversal received payment of sold intangible and tangible assets -3 -21
Capex intangible and tangible assets -2,852 -4,122
Additions to right-of-use assets -1,509 —
Capex -4,361 -4,122

CONTINUING OPERATIONS

Additions to intangible and tangible assets -3,293 -1810
Sale of intangible and tangible assets 2 19
Capex paid -3,291 -1,791
This period's unpaid capex and reversal of paid capex from previous period 837 -896
Reversal received payment of sold intangible and tangible assets =2 -19
Capex intangible and tangible assets -2,456 -2,706
Additions to right-of-use assets -1,306 —
Capex -3,762 -2,706

Non-IFRS measures — Equity free cash flow
Tele2 considers equity free cash flow to be relevant to present asit provides  the Group's funds available for acquisition related payments, dividends to
a view of funds generated from operating activities which also includes  shareholders, share repurchases and debt repayment.

investments in intangible and tangible assets. Management believes that  £qyity free cash flow: Cash flow from operating activities less capex paid
equity free cash flow is meaningful to investors because itis the measure of 414 amortization of lease liabilities.

SEK million 2019 2018
TOTAL OPERATIONS

Cash flow from operating activities 9,716 5,160
Capex paid -3,607 -3,403
Amortization of lease liabilities -1,269 -0
Equity free cash flow (eFCF) 4,840 1,757

CONTINUING OPERATIONS

Cash flow from operating activities 8,746 3,789
Capex paid -3,291 -1,791
Amortization of lease liabilities -1,126 -0
Equity free cash flow (eFCF) 4,329 1,998
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Non-IFRS measures — Operating cash flow

Tele2 considers operating cash flow a relevant measure to present as it gives
an indication of the profitability of the underlying business while also taking
into account the investments needed to maintain and grow the business.

Operating cash flow: Underlying EBITDAaL less capex paid.

Continuing operations 2019 2018
SEK million

Underlying EBITDAaL 9,258 6,386
Capex paid -3,291 -1,791
Operating cash flow (OCF) 5,967 4,595

Non-IFRS measures — Net debt and economic net debt

Tele2 believes that net debt is relevant to present as it is useful to illustrate
the indebtedness, financial flexibility, and capital structure. Furthermore,
economic net debtis considered relevant as it excludes lease liabilities, and
thereby consistently can be put in relation to underlying EBITDAaL when
measuring financial leverage.

Net debt: Interest-bearing non-current and current liabilities excluding
equipment financing, provisions, less cash and cash equivalents, current
investments, restricted cash and derivatives.

Economic net debt: Net debt excluding lease liabilities. Prior to the com-
pletion of the Kazakhstan divestment, also liabilities to Kazakhtelecom,
liability for earn-out obligation in Kazakhstan and loan guaranteed by
Kazakhtelecom are excluded.

Total operations Dec 31 Dec 31
SEK million 2019 2018
Interest-bearing non-current liabilities 27,752 23,238
Interest-bearing current liabilities 5,066 6,763
Reversal equipment financing -139 —
Reversal provisions -1,774 -1,695
Cash & cash equivalents, current investments and restricted funds -448 -406
Derivatives -154 -33
Net debt for assets classified as held for sale 513 1013
Net debt 30,816 28,881
Reversal:

Lease liabilities -6,111 -17
Liabilities to Kazakhtelecom — -30
Liabilities for earn-out obligation Kazakhstan — -764
Loan guaranteed by Kazakhtelecom — -221
Economic net debt 24,705 27,849

Organic

Tele2 believes that organic growth rates are relevant to present as they
exclude effects from currency movements but include effects from
divestments and acquisitions as if these occurred on the first day of each
reporting period and are therefore providing an indication of the underlying
performance.

Organic growth rates: Calculated at constant currency, meaning that com-
parative figures have been recalculated using the currency rates for the
current period, butincluding effects from divestments and acquisitions as if
these occurred on the first day of each reporting period.

Reconciliation of proforma figures are presented in an excel document
(Tele2-Q4-2019-financials) on Tele2's website www.tele2.com.
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Financial metrics

Certain financial measures that are not defined by IFRS are presented in this
report. Calculations are shown in the Notes and in section Non-IFRS mea-
sures. Itisthe view of Tele2 that these measures provide valuable additional
information to investors and other readers of this report since they are used
by management to manage and control the operating businesses.

Average interest rate

Annualized interest expense on loans (excluding penalty interest etc.) in
relation to average interest-bearing liabilities excluding provisions, lease
liabilities, debt related to equipment financing, balanced bank fees as well as
adjusted for borrowings and amortizations during the period.

Average number of employees (FTE)

The average number of employees during the year, calculated on the basis
of full time equivalents. Acquired/sold companies are reported in relation to
the length of time the companies have been a part of the Tele2 Group.

Capital expenditure (Capex)
Additions to intangible assets, tangible assets and right-of-use assets
(leases) that are capitalized on the balance sheet.

Capex paid
Cash paid for the additions to intangible and tangible assets net of cash
proceeds from sales of intangible and tangible assets.

Earnings per share

Profit/loss for the period attributable to the parent company shareholders
in relation to the weighted average number of shares outstanding during
the fiscal year.

EBITDA

Operating profit/loss before depreciation/amortization, impairment as well
as results from shares injoint ventures and associated companies. This met-
ric is reported in accordance with IFRS 16 accounting standard for leases
from January 1, 2019. Hence, EBITDA for periods before January 1, 2019 are
not comparable to EBITDA after January 1,2019.

Economic net debt

Net debt excluding lease liabilities. Prior to the completion of the Kazakhstan
divestment, also liabilities to Kazakhtelecom, liability for earn-out obligation
in Kazakhstan and loan guaranteed by Kazakhtelecom are excluded.

Economic net debt / Underlying EBITDAaL

Economic net debt divided by underlying EBITDAaL (rolling twelve months)
for all operations owned and controlled by Tele2 at the end of each reporting
period.

End-user service revenue

Revenue from end-users excluding equipment revenue. End-user service
revenue is presented to provide a view of revenue attached to the custom-
ers usage of services provided by the company.

Equity free cash flow (eFCF)
Cash flow from operating activities less capex paid and amortization of lease
liabilities.

Equity per share
Equity attributable to parent company’s shareholders in relation to the total
number of outstanding shares.

Items affecting comparability

Disposals of non-current assets, and transactions from strategic decisions,
such as capital gains and losses from sales of operations, acquisition costs,
integration costs due to acquisition or merger, restructuring programs from
reorganizations as well as other items that affect comparability.

Net debt

Interest-bearing non-current and current liabilities excluding equipment
financing and provisions, less cash and cash equivalents, current invest-
ments, restricted cash and derivatives.

Net debt / Underlying EBITDA
Net debt divided by underlying EBITDA rolling twelve months.

Number of employees
Number of employees at the end of the period.

Operating cash flow (OCF)
Underlying EBITDAaL less capex paid.

Operating profit/loss (EBIT)
Revenue less operating expenses.

Organic growth

Calculated at constant currency, meaning that comparative figures have
been recalculated using the currency rates for the current period, and
excluding effects of divestments and acquisitions.

TSR
Total shareholder return including change in the share price and reinvested
dividends.

Underlying EBITDA

EBITDA excluding items affecting comparability. This metric is reported
in accordance with IFRS 16 accounting standard for leases from January 1,
2019. Hence, underlying EBITDA for periods before January 1, 2019 are not
comparable to underlying EBITDA after January 1,2019.

Underlying EBITDAaL

Underlying EBITDA as well as lease depreciation and lease interest costs
according to IFRS 16. Tele2 considers underlying EBITDAaL to be a relevant
measure of the business performance since it includes the cost of leased
assets (depreciation and interest), which is not included in underlying
EBITDA according to IFRS 16. This metric is used to calculate leverage.

Underlying EBITDA excluding IFRS 16

Underlying EBITDA applying the IAS 17 accounting standard for leases for
all periods. Tele2 considers underlying EBITDA excluding IFRS 16 to be a
relevant measure to present during 2019 for comparability with 2018 and
2017 since IFRS 16 Leases has not been adopted retrospectively.

Underlying EBITDA margin
Underlying EBITDA in relation to revenue excluding items affecting
comparability.
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Contacts

Tele2 AB Marcus Lindberg

Company registration nr: Head of Investor Relations
556410-8917 Telephone: + 46 (0) 73 439 25 40
Skeppsbron 18

P.0.Box 2094

SE-10313 Stockholm
Sweden

Tel +46(0)8 5620 0060
www.tele2.com

Visit our website: www.tele2.com
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