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Sweden’s gaming company.” We poi
market through gaming enjoyment,
Weare needed mo

There are many gaming companies, but we are not like the
others.

Svenska Spel is all of Sweden’s gaming company. We exist
nationwide, we are characteristically Swedish in our view of
responsible gaming and consumer protection, and we are
owned by the Swedish State. In this way, everyone shares in
our profits. We sponsor Swedish sports and make it possible
for elite athletes to devote themselves to their sports and for
associations to offer activities for children and young people:

We have a long history. Penninglotteriet was formed in 1897
and Tipstjanst in 1934. The two merged in 1997 to form Svenska
Spel. The same year that Tipstjanst was formed, Stryktipset was
launched - one of Sweden’s most popular game forms still
today.

Stryktipset is gaming at its best. It adds feeling to sports
viewing and makes the viewer a player — and occasionally,

a winner. The cornerstones of our operations are the most
popular forms of games: Stryktipset, Lotto and Triss — the most
Swedish of games at the most Swedish gaming company in
the world.
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divided into three parts. Onepa'r op atgs
petitive market for online gamin fin ,
has lotteries reserved for the State and p purpos
the public. The third part has casino game 8ﬁ
terminals, which are still exclusively arranged and wi
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Alot has changed, but alotis as it always has bee
Svenska Spel will remain a safe port in the gamlng world
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state-owned company that offers both gaming enjoyment and P

responsibility, both profits and surplus to the public treasury.
The most Swedish gaming company in the world.
We are Svenska Spel and we can be trusted.
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New humber games

The launch of a simplified subscription
service for Lotto and the launch of
Rubbet, our number games in a new
package.

AB Svenska Spel was granted a license

o for games reserved for the State, lotter-
ies and video lottery terminals. Svenska
VI w Spel Sport and Casino AB were granted
licenses for commercial online gaming
and betting. Casino Cosmopol AB

received alicense for casino games
and video lottery terminals in casinos.

Gross gaming revenue* amounted to SEK 8,784 million (8,980),
down 2.2%. Gross gaming revenue online grew 20%, of which
revenue from gaming via mobile phones rose 39%.

The operating profit amounted to SEK 4,525 million (4,705), down

3.8%. The operating margin was 21.2% (21.8). Strong commitment
Investments amounted to SEK 211 million (254) and refer mainly against match-flxmg
to new retailer terminals, office renovations and investments Svenska Spel has financed several
ahead of the new gaming license market. information gatherings concerning

match-fixing and responsible gaming for
players, coaches and parents involvedin
football, handball, floorball and futsal. In

) \ . ) . ) total, some 1,500 people have received
*] As of this year's annual report, the term “gross gaming revenue” has replaced the previously used term

“net gaming revenue”. information.
; 0 5 ] % I ; I ° Y%
Customer satisfaction Image (50%) Awareness index (84) Work environment Operating margin (21.8)

index (68) index (73)



Review of 2018

New CEO

patrik Hofbauer was
appointed new President
and CEO for gvenska spel
and took over on
1December.

Stronger customer Renewed support to sports

interaction A new six-year sponsorship agreement was signed with the Swedish Football Asso-
ciation and Elitfotboll Dam (the Elite Football Association for Women] for a combined
value of SEK 385 million. A new three-year partnership agreement was entered with
the Swedish Handball Federation and Svensk Elithandboll (the Swedish Elite Hand-
ball Association] valued at approximately SEK 36 million. In addition, a three-year
agreement as head sponsor for Svenska E-sportféreningen [the Swedish esports
Federation) was secured.

Roll-out of the new retailer terminals at
more than 2,200 retailers was completed
during the year. The aim was to renew and
strengthen in-store customer interaction.

Continued focus onresearch Live casino

Svenska Spel extended agreements that An agreement was signed with
guarantee continued financing of gambling Evolution Gaming for the delivery
addiction research. The agreements run until of a complete live casino solution,

2022 and are worth SEK 31.5 million. SEK 7.5 mil- and with NetEnt and Yggdrasil for
lion is earmarked for financing a professorship  delivery of online casino games.
in gambling addiction at Lund University.

The Swedish Gambling Authority imposed a
m QS | N O sanction charge of SEK 8 million for deficiencies
CO S M O PO I_ in Casino Cosmopol’s preventive work against

money laundering. Svenska Spel chose to appeal
the Swedish Gambling Authority’s decision. A clear

milli
action plan to improve systematic efforts to counter- ' ' on

act money laundering is still top priority. Eurojackpot paid out
s‘il’(i ::8 million - the highest
New organisation as of 1 June 2018 ings everin Sweden,

One Group, three business areas

Ahead of the re-regulated gaming mar-
ket, Svenska Spel has modified the organ- SV E N S KA
isation and divided the gaming opera- S PEL

tions into three different business areas

that have separate gaming accounts and
customer databases. Svenska Spel will \(\/
continue to be a consolidated Group

with Group-wide functions. The main
reason for the division is to ensure com-
pliance with the new gaming regulations Sport & Casino Business area
and the Competition Act. Business area Tur

The Sport & Casino business area
offers sports games, online casino,
poker and bingo. The business area Tur
includes number games and lottery
tickets. Gaming at our four land-based
casinos and video lottery terminals have
been gathered under the Casino Cos-
mopol & Vegas business area.

Casino Cosmopol
& Vegas

Business area

BCAINO
COMOPOL
m“ Ve~ A

(V]SS
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Svenska Spel generates
long-term value

Based on external factors, trends in the gaming market and our stakeholders’
expectations, we generate value for customers, owners, employees and, not

least, society in general.

Svenska Spel is currently Sweden’s most well-known gaming
company. The business model focuses on fostering gaming
enjoyment. By conscientiously working with our three per-
spectives — customer, employee and owner — we create value
for our prioritised stakeholders but also for society in general.

With the market’s broadest range of games, we offer our
customers an exciting gaming experience via our three busi-
ness areas. Our cornerstones are the most popular game forms
such as Triss, Lotto and Stryktipset. The safe gaming experi-
ence is also a central part of our offering. We aim to create a
work environment that feels inspiring and stimulating for all
our employees, long-term sustainable operations, and good
returns to our owners.

Development of our products and services is vital to
continuously offer our customers new and improved services.
Games should be accessible to all our customers, regardless
of whether they interact with us in our digital channels, our

land-based casinos or in physical stores through our nation-
wide network of retailers.

Our most important contribution is to promote gaming
enjoyment in a manner that reduces gaming’s harmful effects
for the individual and society. Our comprehensive agenda
for creating safe environments permeates everything from
our support to research to marketing and designing games.
Coupled with the surplus that Svenska Spel delivers every
year to the public treasury, this helps limit gambling problems
in society and thereby lowers the costs associated with these
problems.

We promote long-term, sustainable value creation
— economic, social and environmental — by allowing the
experience and responsibility to go hand-in-hand and by
integrating responsibility and sustainability efforts into the
business model.

Based on the
expectations of our
stakeholders...

The dialogue with our
stakeholders provides crit-
ical information about their
expectations and demands,
which is valuable input
when drafting our strate-
gies and targets. A top-
priority sustainability issue
is responsible gaming.

..Svenska Spel generates
through its business...

Svenska Spel Group offers a range of exciting and
entertaining gaming experiences in a responsible
and secure manner.

Group goals are defined for growth, profitability,
customers’ trust, safe customers and committed
employees [see page 24].

The principle strategies include facilitating and
increasing the Group’s rate of innovation and devel-
opment, retaining a high level of trust among the
Swedish people, securing a sustainable business
with sound customers, and safeguarding a dynamic
corporate culture.

Svenska Spel Annual Report 2018



Value creation

-
Svenska Spel’s value to society (according to GRI)

SEK million Stakeholders 2018 2017

Created value

Revenue' Customers 7,781 7776

Distributed value

Salary and remuneration to employees  Employees -1,146 -1,095
Payment to the Swedish State? Owner (society] -4691 -4,823
Sponsorship of Swedish sports® Society —283 —254
Gréasroten* Society -58 -58
Scholarships to Swedish sports® Society -4 -4
Research Society -9 -9
Other operating costs Suppliers -1,538 -1,436
Economic value retained 51 97

1. Netrevenues from gaming operations, etc. and financial income.

2. Dividends to the owner, the Swedish State, for 2017 and 2016 respectively.
3. Sponsorship and activities for sports associations and federations.
Gréasroten sponsorship is reported separately.

4. Sponsorship of the country’s sports associations

and their youth operations.
5. Elite sports scholarship and the

Sports Journalist Scholarship. \v

... value for customers, owners, SEK 12.2 vilionin 70

employees and society winnings to cust(?mers CS1 2018
all over Swedenin 2018

SEK 24 billion to n Employee
the public treasury commitment
the past 5 years in 2018

Image rating 20142018 Operating margin

60 — 25

20 - 2'.2%
sl 51% e

40

2014 2015 2016 2017 2018 0 2014 2015 2016 2017 2018
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our customers’
gaming e)‘perience

Svenska Spel is entertainment, exciting experiences and dreams ~ all within
our broad range of attractive brands. n 2018, we distributed the most million
wins in the entire country and the highest winnings ever in Sweden through
Eurojackpot. Our games added extra excitement to the summer’s FIE;?\ World
Cup in Russia, and we gave our casino guests some memorable moments.
We partnered with sports to support everything from grassroots to elite
teams, we extended our support to gambling research and all of our profits
went back to society. And we are going to do all this and more in 2019.



2018 was a year of extremely strong digital growth for Svenska
Spel. In total, online gross gaming revenue increased 20%,
which substantially contributed to a consolidated profit of
more than SEK 4.5 billion. The surplus is transferred in its entirety
to the State and will thereby benefit society at large. At the
same time, Sweden gained 356 new millionaires and Svenska
Spel paid out a total of SEK 12.2 billion in winnings to its custom-
ers.

We enhanced our sports games offering by considerably
increasing the selection of matches in terms of live games
and higher payout percentage for Oddset. On the games of
chance side, we launched a new packaging of our number
game Rubbet and noted new all-time-high sales records for
Eurojackpot.

| also want to direct attention to our committed and moti-
vated employees. It is thanks to our employees in the entire
Group that Svenska Spel has such a popular range of products
and such loyal customers.

But Svenska Spel also faced challenges of unprecedented
magnitude in 2018. The new gaming regulations that took
effect on1January 2019 required a clear division of the Group.
This made it a year of intensive, resource-intense preparations
as we carried out the largest restructuring of the company in
the history of Svenska Spel — and what was the Group's largest
IT project ever. This placed consid-
erable demands on the commitment
and tenacity of our employees, and
was only possible through exhaus-
tive collaboration and enormous
effort.

The challenge for 2019 is com-
pletely different. Svenska Spel has
always stood for being caring and
will continue to do so in the new
Swedish licensed market. But we
will also become more proactive.
Immediately after the new year, Svenska Spel Sport & Casino
launched online casino games and betting on horses. As | see
it, this is just the beginning.

Svenska Spel is the biggest in the Swedish gaming market
with millions of customers, a customer satisfaction rating of
about 70% and a high image rating. Even before, our product
portfolio included some of Sweden’s most popular games.
Now, through the licensed market, we have the opportunity
to broaden our range even more. Svenska Spel will face tough
competition but, for the first time, we do so on equal terms. It
is inspiring, to say the least, to take over as president at a time
like this.

Svenska Spel can focus entirely on strengthening its
customer offering in 2019. We will pursue the transformation
of our business model by expanding the digital product and
service offering while simultaneously putting a premium on
direct customer interactions at more than 5,000 local retailers
from — Ystad till Haparanda. Svenska Spel is unique as a gaming
company: Not only do we give back to all our winners — we
use the profits to do something good and to make sure that
Swedish society can benefit from the money.

Svenska Spel Annual Report 2018

CEO’s commentary

Svenska Spel will continue to intensify its collaboration
with sports and long-term commitment will be our watch-
word, now as before. Gold medals in major championships are
outstanding and something that cultivates pride and a feeling
of togetherness in the entire country! But most importantly,
they inspire children and young people, make them want to
try out the sport, to get moving, to work as a team and to work
through the highs and the lows together. That is the real win for
society.

In general, our sponsorship agreements have a holistic
perspective, where we look at everything from the elite to the
breadth, from targeted talent initiatives to playful children’s
activities. We know that sports make society stronger and
more sustainable, which is why it is something we support with
long agreements and comprehensive incentives at every level.

Svenska Spel promotes Swedish football, hockey, bandy,
floorball, handball and, as of May 2018, also Swedish esports.
Through the Grasroten project, we allocate SEK 50 million to
8,361 associations within 71 different sports. The elite sports
scholarship gave 72 Swedish elite athletes the opportunity
to devote themselves to higher education while pursuing
their sports careers. Framatfonden finances initiatives that
get Sweden moving — activities that range from table tennis
for pensioners and basketball games for toddlers to family

“We will have a presence where our
customers want to play — but itis
our intention to take responsibility
for our market. Always.”

paddling or a Pokemon Go concept for orientation. For us, it is
always about giving back to society.

Unfortunately, the gaming industry has earned itself a bad
reputation recently. Many Swedes are especially tired of all
the gaming advertising. This is a natural consequence of the
fact that the industry has increased its advertising investment
fivefold since 2010, but | believe the irritation also stems from
the way advertising is designed and the lack of quality. |
personally see some gaming advertisements that feel mislead-
ing. The new Gambling Act explicitly stipulates that marketing
be moderate. | hope that we, as soon as possible, get clear
directives as to where that line goes and that the regulatory
authorities take decisive action against those companies that
break the law.

Svenska Spel will never sink that low. We will have a pres-
ence where our customers want to play — but we intend to
always take responsibility for our market. Ultimately, Svenska
Spelis owned by the people of Sweden. This brings with it an
obligation. Long-term sustainability is incredibly important to
us and our efforts in this matter have an impact that resonates
throughout society.



Today, several industry players offer their customers
excellent tools that give them control over their gaming. This
was not the case 10-15 years ago, and | would argue that it is
Svenska Spelin its market-leading role that has guided the
industry to greater social responsibility. This has curbed the
harmful effects of gambling, prevented many tragedies and
reduced society’s costs for gambling abuse.

We wiill continue to develop a palette of control instru-
ments for our customers and, backed by the new Gambling
Act, we can now expand counselling to at-risk customers.
Svenska Spel has earmarked more than SEK 30 million to
Swedish gambling addiction research to ensure that we are
focusing our efforts on the right measures within the industry
inthe long term.

But being caring is also a question of opting out.

We offer no bonuses on “red” games, we send no direct
marketing to customers that exhibit signs of gambling prob-
lems. And when gaming security is hazy, we abstain. Conse-
quently, we will never permit betting on matches in lower
divisions, youth teams or individual gaming elements that are
easy to manipulate. It's a question of common sense: The less
control and the more questionable the types of games, the
greater the risk of match-fixing. Gaming companies that do not
want to be part of the solution are part of the problem.

As other industries before us have done, the gaming
industry needs to take a social sustainability approach with
genuine responsibility for the customers and social prog-
ress. The new Gambling Act sets the bar. However, a sound
corporate culture cannot be coerced through regulations but

must instead originate from within the companies themselves.
Social sustainability must be a natural part of our business if we
are to regain broad confidence.

Gaming initself is not negative. On the contrary, it is some-
thing that gives pleasure to the vast majority. In actuality, we
address the same issues as video game companies, streaming
services and concert organisers. Our job is to satisfy a funda-
mental human need for entertainment, pastime or more excite-
ment. A televised match is more fun to watch when you've
bet on how it ends. No one can look away when scratching a
Triss lottery ticket. There is a playful status in nailing 13 right in
Stryktipset.

We should never ignore that there are people who
become too infatuated with the excitement, who are unable
to control theirimpulses and who develop a dependency.
We must continue to offer them tools to stay away and we will
contact and offer help and support to those who have fallen.
But let’s not forget that for the vast majority, gaming is good,
clean fun. Itis entertainment, exciting experiences and dreams.

I look forward to Svenska Spel’s first year in the new
Swedish licensed market. We enter forcefully, energetically
— and with a big heart. Svenska Spel will be both caring and
proactive.

Visby, March 2

/)
) IS

Patrik Hofbauer, President and CEO

An eventful and challenging year

12

2018 has been an exciting, eventful yet challenging year. In
addition to operating activities, we have focused on modify-
ing operations to the conditions of the new gaming market,
reorganising the Group into three business areas and dividing
our IT systems. The new business areas Sport & Casino, Tur and
Casino Cosmopol & Vegas reflect the different license areas.
Our customer databases have been divided and customers
have been assigned different gaming accounts with the ambi-
tion of ensuring that we comply with the new gaming regula-
tions and competition laws.

Given that we have carried out Svenska Spel’s largest-ever
IT project and the massive marketing activities for gaming, we
are satisfied with the result for the full-year 2018. Our customers
have received SEK 12.2 billion in winnings, we have distributed
the most million wins in the country and, to top it off, the
highest winnings ever in Sweden. We have extended our
commitment to gambling addiction research, we have actively
worked to improve our consumer protection and to combat
match-fixing.

During the autumn, | had the privilege to lead this fine
company through a period of intensive change. | want to thank
all our great employees. Our joint efforts mean that we still
stand strong as all of Sweden’s gaming company.

Visby, March 2019

A=

et

Marie Loob, acting President, autumn 2018

Svenska Spel Annual Report 2018



Interview with the
Chairman

We stand W

-equip

2018 has been a year of intense preparation ahead of t
re-regulated gaming market. Everyone at Svenska Spe
has been involved. Not least the Board which has an
important task in terms of Svenska Spel’s focus and pos
tion. Chairman of the Board Erik Strand gives his view of
Svenska Spel’'s change agenda and future.

What are your views on Svenska Spel’s preparations for 2019?
Svenska Spel has along, proud tradition of offering enter-
taining gaming experiences in a responsible manner while
focusing on the customer. In recent years, we have prepared
for the new market conditions while simultaneously strength-
ening our customer offering. The new gaming market is a new
chapter for which Svenska Spel stands well-equipped.

During the year, Svenska Spel restructured its operations in
line with the new gaming regulations in parallel with conduct-
ing ordinary operations. Despite the intensity of the work, we
have retained our strong position as all of Sweden’s gaming
company.

| particularly want to praise all
the Group employees who have
done a fantastic job in just a short
time. Every employee has been
involved in the transition in some way and it would not have
been possible without this teamwork.

What does the Board foresee in terms of Svenska Spel’s
continued development?

Svenska Spel will continue to generate value for those who
are ultimately our owners, the people of Sweden. We do so
best by keeping Svenska Spel together as a Group, but with a
clear division of gaming operations into three business areas.
This enables us to create a clearer focus and customer offering
while ensuring compliance with the Competition Act and
gaming regulations.

Itis the Board's task to ensure that Svenska Spel’s President,

Patrik Hofbauer, and his management team have the right

Svenska Spel Annual Report 2018

“Responsible gaming
is in our DNA”

strategic prerequisites to take action to advance our various
operations. The Board must also ensure that we represent the
owners and do everything we can to ensure the Company’s
bestlong-term value growth.

How does Svenska Spel generate value in society?
Itis perfectly natural for Svenska Spel to continue to pursue its
agenda for far-reaching responsible gaming. It is in our DNA.

Svenska Spel has supported sports since 1934 and will con-
tinue to be one of Swedish sports’ biggest business partners.
We make a number of strategic investments and during the
year we renewed our agreements
with several associations. One of
our most exciting investments now
and moving forward is our invest-
ment in Swedish women’s sports,
both at the most basic level and elite levels.

Our entire profit goes back to Swedish society through
our owner. Svenska Spel will continue to have a clear role in
Swedish society through, among other things, our strong link
to sports, various social commitments and our nationwide net-
work of retailers. But above all, by always offering our custom-
ers gaming enjoyment combined with responsible gaming.

Visby, March 2019

W %/VL;/(
Erik Strand, Chairman of the Board
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In 2019, the very foundation of the Swedish gaming market is changing. 2018 -
was distinguished by preparations ahead of the new re-regulated market.
For Svenska Spel, it has particularly been a matter of organising itself.jgng' ‘ ‘ |
new way in response to the new regulatory requirements and to make the -
most of t e?'ortunities that come with the new gaming market.
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The new gaming market

On1January 2019, the Swedish gaming market was re-regulated with
new gaming regulations, a license system and a reinforced regulatory
authority that monitors all licensed gaming companies.

The aim of the new regulatory framework is to create order in
the Swedish gaming market. All gaming companies that offer
gaming to Swedish consumers must have a license and gaming
companies that do not have a license will be excluded.

For a long time, an insufficient regulatory framework and
supervision of only a limited segment of the market has charac-
terised the Swedish gaming market. Offshore gaming compa-
nies have been able to sidestep both Swedish legislation and
the Swedish industry’s own regulations for responsible gam-
ing, match-fixing and risk classification of gaming products.

Several changes

As of 1]January 2019, it became possible to block payment
transactions between players and unlicensed gaming compa-
nies. License holders have a far-reaching obligation to protect
the players against excessive gaming. Game marketing activi-
ties must be moderate.

g market amountedin

in
The total known gam! ming revenue).

2018 to SEK 23 4 billion (gross 93

Market shares (gross gaming revenue) Sweden 2014—-2018

Total market

%
60 —

50 —
o
M Svenska Spel
0 H Offshore companies
. maAG
0 — I Other regulated
gaming companies
10~
0
2014 2015 2016 2017 2018

Source: Statistics from the Swedish Gambling Authority and Svenska Spel.

The industry’s regulatory authority in Sweden, the Swedish
Gambling Authority, changed its Swedish name from Lotteriins-
pektionen to Spelinspektionen. At the same time, the authority
gained new tools and authorisations to exercise its control
in the new market. This means better consumer protection
for players. Gaming fraud, a new crime classification, was
introduced and a separate coordination council was set up to
better combat match-fixing.

The Swedish Agency for Public Management was tasked
by the Government to follow up and evaluate the effects of
the reform.

Follow-up commission of inquiry of the new gaming market
When the new Gambling Act was adopted by Parliament, it
was determined that a commission of inquiry should be set
up to follow/up and evaluate the effects of the new legisla-
tion on, for example, market trends, channelling, consumer

The Swedish gaming market per submarket and gaming company 2018

100 —
80 —
60 —
40 —
M Svenska Spel
Regulated
20 M Unregulated

Chance 37% Casino 26%

The games of chance category include lottery tickets and number games.
The sports-based products also include trotting, and casino games include
online poker and Vegas.
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protection, financing of sports organisations and the common
good.

As part of this mandate, the commission of inquiry will
review how Svenska Spel manages the transition to the new
gaming market. Furthermore, the commission will examine
the need for further measures to reduce the harmful effects
of online gaming and video lottery terminals, and to exclude
unlicensed gaming companies from the Swedish market. An
account of the assignment shall be presented no later than 31
October 2020.

Three markets with different opportunities

As of the new year, the Swedish gaming market comprises a

competitive segment, a segment that is reserved for the State

and purposes that benefit the public, and a segment that is

exclusively for the State.

» The market for number games and lottery tickets includes
games reserved for state-owned Svenska Spel and non-

~

The Swedish gaming

market

profit associations or registered communities of faith that
primarily aim to promote purposes that benefit the public.
Svenska Spel holds a strong position in this market. Other
companies active in this segment are Folkspel, PostkodLot-
teriet, associations that organise bingo halls and other NGO
lotteries.

The market for betting and commercial online gaming was
opened for free competition. All of the market’s gaming com-
panies can apply for a license for this type of gaming. This
market is the single-most competitive, and it is in this segment
that most gaming companies operate and where marketing
is most extensive. On 1January 2019, a total of 56 Swedish

and international companies had been granted licenses for
operating in the licensed market.

The market for land-based casinos and video lottery termi-
nals is still covered by State exclusivity. This segment is intact
following the re-regulation and Svenska Spel’s exclusive
rights still apply.

“Svenska Spel plays an important roll”

We asked...

Gunilla Carlsson [S],
formerly Deputy
Chair, Culture Affairs
Committee

What role do you feel that Svenska Spel
should play in the re-regulated gaming
market?

Svenska Spel plays an important role

in the Swedish gaming market and has
the trust of the Swedish people.lam
happy to see that Svenska Spel contin-
ues to be an example and role model,
particularly in terms of sustainability
and responsible gaming.

Svenska Spel Annual Report 2018

How do you expect the Swedish gam-
ing industry to change after the gaming
market’s re-regulation?

Those who intend to operate in the
Swedish gaming market must also
apply for licenses and comply with the
applicable rules. They will have to take
responsibility as promised, particularly
inregard to the players.

What are your views on Svenska Spel’s
future?

I'm positive! Svenska Spel is a strong
brand and | believe that it will survive
and advance its positions.
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Svenska Spel in the new gaming market

For us at Svenska Spel, the re-regulated market means
that we continue to offer our customers a complete
gaming experience in all categories, but working from
three different business areas.

In conjunction with the re-regulation, the competitive situa-
tion changed fundamentally. Svenska Spel’s market offering
changed too. We were granted a license for gaming in areas
previously closed to us, such as online casinos and racing.

For us, 2018 was largely a year of making adjustments ahead
of the re-regulation. In order to offer the entire span of various
game forms, our operations were organised into three busi-
ness areas, of which the competitive business area is in a new
separate company.

As of 1January 2019, our customers must have different
gaming accounts for games of chance and sport & casino
games. Our customers have also noticed visual differences
in the games that we offer in the competitive segment of the
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market and the segment reserved for lotteries for purposes
that benefit the public.

The new circumstances have also required completely
new technical solutions. All combined, this means that we
implemented Svenska Spel’s largest IT project ever.

Access to alarger market
The ability to offer online casino and betting on horses via
the Sport & Casino business area is a major change for us and
our customers. This is something that has been lacking in the
product portfolio to give our customers a complete selection
of games. The launch of an online casino built on responsibil-
ity and moderate marketing will hopefully help define a new
standard for the entire market.

For the business area Tur, the option of product prizesis an
eagerly awaited opportunity.
B Read more about how Svenska Spel’s organisation has been
modified for the new gaming market on page 54.
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The Swedish gaming

market

The gaming industry’s potential and challenges

The gaming industry was one of the first to be digi-
talised and move its operations online. Accessibility
increased exponentially and stimulated product devel-
opment, marketing and, not least, competition.

Compared with customers in many other industries, gaming
customers have higher demands on the speed, simplicity and
accessibility of services. In connection with re-regulation and
the new licensed market, four trends are apparent:

Increase in gaming on mobile phones

Mobile gaming is rapidly increasing. The Swedish gaming mar-
ket grows by about 3% every year, a growth now seen almost
solely on mobile phones. Customers expect to be able to play
whenever and however it suits them, and that there are easy,
accessible services and apps in their channel of choice. This
applies primarily to mobile phone access and functionality. It
must be simple to correct a lottery row, receive information
about results for a football game or add new games.

Responsibility
Sustainability is becoming more important and is an issue that
more people are becoming aware of. It is an effect of the
broad discussion as a society about social responsibility and
the environment which is driven, not least, by demands from
consumers, employees and owners. For gaming companies, it
is firstly about responsible gaming and companies perceived
to be in the vanguard have a competitive advantage.
Following re-regulation of the market, offshore companies

Trend for gaming online and via mobile devices in the
Swedish gaming market 20142018
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Source: Statistics from the Swedish Gambling Authority and Svenska Spel.

must adapt to Swedish regulations and the Swedish Gambling
Authority’s supervision. Svenska Spel is the industry leader in
responsible gaming, a position that must be advanced and
validated by constantly improving our responsible gaming
efforts.

Instant reward

Customers expect even quicker delivery and reward. The time
between placing a stake and the outcome is very short. This
trend is also driven by greater access to games via mobile
devices such as mobile phones and tablet devices. The fast-
est-growing games are online casino — live casino in particular
— and live sports betting.

Advertisement wars and gaming ads fatigue

Ahead of the re-regulation many gaming companies have
markedly increased their marketing in Sweden in order to
win market shares before the new regulations take effect.

In 2018, gaming advertisements for a record value of SEK 7.4
billion were purchased that targeted the Swedish market — an
increase of 34% compared with 2017 and more than five times
that of 2010. Gaming advertisements have become overbear-
ing, particularly on certain TV channels, which has resulted in
gaming ads fatigue among consumers. More consumers are
sceptical to gaming in general and gaming ads in particular.

Advertising investment for the Swedish gaming market
2014-2018
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The dialogue with
our stakeholders

Maintaining a constant dialogue with stakeholders is an important
aspect in developing sustainable operations that generate value
for customers, employees, the owner and society in general.

Svenska Spel affects many stakeholders
who can also influence the operation’s
potential for success — customers,
employees, the owner, suppliers,
stakeholder organisations, media and
legislators to name a few. The dialogue
with our stakeholders is therefore a key
instrument in understanding the current
situation, challenges and opportunities.
Svenska Spel’s prioritised stakehold-

CUSTOMERS

EXPECTATIONS 2018

» Attractive products and services

» Combination of gaming enjoyment
and responsibility

» Accessibility

» Support to sports

Examples of dialogues and activities in 2018

» Responsible gaming tool accessible under
My games tab

» Launch of several new products

» Customer service open 24/7

» SEK 50 million to sports through Grésroten

OWNER
EXPECTATIONS 2018

» Role model in the industry

» Balance between sales and responsibility
» Coordinating anti-match-fixing body

» Marketing based on social impact

Examples of dialogues and activities in 2018

» Driving force in the Swedish Gambling Association
(Sper)

» Partnership with the Swedish Sports Confederation
against match-fixing

» Networking meetings with the Ministry of Enter-
prise and Innovation for state-owned companies

» Guidelines for ethical marketing

» Seminar in conjunction with Annual General Meeting

» Restructuring of the organisation ahead of the new
gaming market

ers are those who are deemed to have
the most influence over and greatest
interest in our operations and sustain-
ability agenda. These are our customers,
employees, owner and stakeholder
organisations. The stakeholders them-
selves have different expectations
and demands on how we conduct our
operations.

We have an active dialogue with our

N
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stakeholders and regularly analyse their
perception of our operations. Our oper-
ational planning, drafting our strategy
and targets, and prioritising activities is
determined by our stakeholders’ expec-
tations and demands.

During 2018, we have had several
ongoing stakeholder dialogues. Typi-
cally, many of the dialogues concerned
issues related to the re-regulation of

EMPLOYEES
EXPECTATIONS 2018

» Skills development and communication
» Work environment and health

» Role model for responsible gaming

» Clear leadership

Examples of dialogues and activities in 2018

» Training and courses

» Goal and performance dialogues

» Health and fitness initiatives

» Union coordination

» Change communication ahead of new
gaming market

STAKEHOLDER ORGANISATIONS

EXPECTATIONS 2018

» Research and evaluation of the effects of
responsible gaming measures

» Communication regarding responsible gaming
and problem gambling

» Information to sports clubs about match-fixing
and responsible gaming

» Ethical marketing

Examples of dialogues and activities in 2018

» Participation in gambling addiction associations’
support groups

» Research Council/Research Day

» Extended launch of responsible gaming
courses for sports

» Seminar during Almedalen Week.



the Swedish gaming market and the
ramifications for Svenska Spel, our game
forms and customers. Within the context
of preparing the 2018 annual report, four
stakeholder interviews were arranged.
Our stakeholders expect Svenska
Spel to continue to pursue its agenda
against gambling addiction within the
industry and society at large by, among
other things, sharing our extensive

Materiality analysis 2018

The materiality analysis follows the GRI Standards 2016
methodology, which means the review and assessment
of GRI topics and other significant sustainability issues
for the Company. Five sustainability areas were deemed
prioritised for Svenska Spel. They govern our sustain-
ability efforts and are part of our Sustainability Report.
The outcome of the materiality analysis indicates that
human rights and the environment are areas where we
have alow impact. These areas are also less important
for our stakeholders at present and subsequently, they
are only described in our Sustainability Report.

knowledge and experience. When it
comes to our strong link to sports, they
want us to continue to work hard to
curb the problems of match-fixing. Our
stakeholders feel that Svenska Spel
should also be able to drive the issue of
diversity from an industry perspective.
For many years, Svenska Spel has
performed a more comprehensive and
systematic stakeholder analysis every

HIGH

SIGNIFICANCE FOR EXTERNAL STAKEHOLDERS

Low

Stakeholder dialogue

other year. In between, we have regular
small-scale dialogues with different
stakeholder groups aimed at captur-
ing issues and opinions. Svenska Spel
intends to carry out a more comprehen-
sive systematic stakeholder dialogue in
2019.

1 Responsible gaming

2 Business ethics and
anti-corruption

3 Indirect social impact

4 Direct economic
value to society

5 Diversity and gender
equality
6 Humanrights

7 The environment

Low ECONOMIC, ENVIRONMENTAL AND SOCIAL IMPACT HIGH

Our top sustainability areas

Every year, Svenska Spel performs a materiality analysis

based on stakeholder dialogues in which the sustainability
areas that are most relevant for the Company are identified.

The 2018 materiality analysis is based

on what emerged during our ongoing
stakeholder dialogues, the stakeholder
survey of our prioritised stakeholders
and internal priorities based on Svenska
Spel'simpact on society.

The outcome for 2018 follows the
same line as the year before. Our
stakeholders believe that responsible
gaming is Svenska Spel's most import-
ant sustainability issue. Much of what
we do is appreciated but there is room

Svenska Spel Annual Report 2018

forimprovement. As a state-owned
company, expectations are higher on
Svenska Spel than on the industry in
general.

Business ethics and anti-corruption
are also high-priority areas and essential
for long-term healthy and sustainable
business.

One area that has been given higher
priority than earlier is Svenska Spel’s
direct economic impact. This illustrates
the importance of the surplus we deliver

to the State and that our sponsorship
activities are of considerable value to
Swedish sports, from children and youth
sports up to the National team level.

A requisite for cultivating trust
among the Swedish people and all
of our stakeholders is openness and
transparency about our most important
sustainability areas.
I Read more about Svenska Spel’s
responsible gaming efforts during the
year on pages 34-37.
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A responsible gaming
company that has the market’s
strongest customer offering

Svenska Spel is Sweden’s biggest and best-known gaming company.
Regardless of whether our customers interact with us via our digital or
physical channels, in urban cities or rural areas, our ambition is that gaming
shall be enjoyed by all! Svenska Spel is all of Sweden’s gaming company.

Svenska Spel’s overriding strategy and compass is to continue
to be all of Sweden’s gaming company and retain its leading
market position in the Swedish gaming market. This is done in
the form of three business areas in the re-regulated gaming
market. The organisation has been divided in line with the
gaming regulations and the competition laws.

Our game plan consists of our company values that
describe how we, and our employees, should interact with
each other and to put the customer in focus. Our operations
are distinguished by accessibility, consideration and commit-
ment.

Our strategy for continued success

We want to create everyday enjoyment for all our customers
by offering a range of exciting and entertaining gaming expe-
riences in aresponsible and secure manner. This what we have
always done and will continue to do. It makes us unique.

Vision
Gaming shall be enjoyed by all

The enjoyment and security we provide makes it possible
for our customers to trust us and choose us instead of other
gaming companies. We have the market’s broadest selection
of games, enabling us to satisfy demand from all of Sweden'’s
inhabitants. Our portfolio includes sports games, games of
chance and casino games. We have something for everyone.

Svenska Spel is accessible to its customers both online and
in physical interactions. Irrespective of whether customers
play at a retailer, a restaurant, a casino or on a mobile phone or
computer, their interface with Svenska Spel should be positive
and foster a positive overall experience.

By combining the experience with responsibility, we have
a strong and unique offering that lays the foundation for a
sustainable business with satisfied and secure customers.
Long-term profitability and good growth are also requisites for
continued innovation and development. Continuous product
development is vital if we are to fulfil customer expectations
for new products and upgrades.

Mission
Svenska Spel is to offer a range of exciting and

entertaining gaming experiences in a responsible

and secure manner

Values

Accessibility

Considerate

Committed

We listen to our customers and
each other. We contribute to the
customer’s gaming experience by
combining presence, speed and
personal service through expertise
and good internal collaboration.
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We care about our customers

and work conscientiously to offer

a simple, secure and enjoyable
experience of our games. We take
pride in our work which combines
gaming enjoyment with responsible
gaming. We are good colleagues,
team players and we treat each
other well.

We are proactive and let innovative
thinking, creativity and effective
implementation permeate all our
work. We give that little bit extra to
each other and our customers.

Svenska Spel Annual Report 2018



The best and safest gaming experience

We create experiences that are exciting and entertaining for
the all of the Swedish population via a broad portfolio that
contains some of the market’s strongest product brands. We
endeavour to create gaming environments that are as safe

as possible and to have an all-inclusive perspective that, for
example, covers support to research, ethical marketing and
intelligent design of our games.

I Read more about how we create the best and safest gaming
experience on pages 26—27 and 34-37.

Committed employees

Svenska Spel employees participate in creating entertaining
gaming experiences. That is the foundation of our employee
value proposition. We endeavour to be an attractive com-
pany and a modern-day employer where proud employees in
true team spirit develop in a professional manner. Committed
employees are also a prerequisite to having satisfied and
happy customers.

I Read more about how we are a responsible employer on
pages 38—-40.

Svenska Spel Annual Report 2018

Value for owners and society

As a state-owned company, we have a special responsibility
to conduct ourselves exemplary in all we do and to create
value for our owner and society. This means ensuring a long-
term sustainable business with the best possible value cre-
ation in the Company. Svenska Spel has a long history and is, in
many ways, a natural part of everyday life in Sweden. We want
it to stay that way by, among other things, continuing to run a
successful and responsible business, with far-reaching social
commitments and a strong link to sports.

I Read more about sustainable business and our value
creation agenda on pages 34—-37 and 43—47.
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Goals and target fulfilment

Our goals are to secure our leading position, maintain our customers confidence
in Svenska Spel and generate good returns to the owner and society.

Svenska Spel wants to promote a healthy and safe gaming
market. Our most important overall goal is to create gaming
enjoyment in a responsible manner, help to reduce gaming'’s
harmful effects for the individual and society, and generate a
good return to the owner.

To clarify the direction for the Group, the Board defines a
number of operational goals that reflect the adopted strategy
and ensure that we progress as planned. These goals include
both economic goals and our prioritised, strategic sustainabil-
ity targets. The owners have today an economic goal in the
form of operating margin for the Group.

Svenska Spel’'s goals and target fulfiiment for 2018 is pre-
sented in the table below.

Svenska Spel’s goals

The best and safest gaming experience

Increased customer satisfaction.

Increased number of active mobile phone customers.

Agenda 2030 and the UN Sustainable Development Goals
Svenska Spel contributes to Agenda 2030 and the UN's 17
SDGs. As a responsible and state-owned company, and a part
of the Swedish business community, contributing to sustain-
able development is a prioritised task. Based on our annual
materiality analysis and internal priorities, we have identified
the seven goals where we have the greatest potential to con-
tribute and make a difference. These goals are also related to
our focus areas, namely responsible gaming, business ethics
and anti-corruption, diversity and gender equality, working
conditions, human rights and the environment.

B Read more about Svenska Spel’s sustainability goals and the
sustainability report on pages 113-117.

More of our customers are aware of their gaming and make choices thereafter. The Awareness index is at least 84.

100% of the Group’s employees should have attended a basic training course concerning the Company'’s efforts to counter

money laundering and terrorist financing.

Committed employees

Employees feel strong commitment; the level of commitment should be at least 80.

Employees with a foreign background within the Group shall be at least 30%.

Even gender distribution among managers within a range of 45—-55%.

Value for owners and society

Profitable growth.

Cost-efficient operations, the operating margin is to be at least 22% over an economic cycle.

Maintain a strong Group brand with an image rating of at least 55.

Other sustainability targets can be found on page 116.
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Results 2018 The UN'’s Global Goals

The customer satisfaction index reached 70 when the survey was conducted 16 P i P—
in the fourth quarter of 2018, which is on par with last year (68). ; ﬂmm FOR THE BOMLS
The number of customers who play on their mobile phones rose i @
32% (26) in 2018.

The Awareness index reached 84 (84) when measured in the fourth

quarter of 2018.

90% of the Parent Company employees have completed the course. Within
Casino Cosmopol, 100% complete the course within three months of starting
work at the company.

Measured at regular intervals through pulse questions every other month. In WEUC
2018, the level of commitment in the latest survey was 71 (73) on a scale of 100. "T”“
Proportion of employees with a foreign background within the Group was 1=
34% (30) on 31 December 2018. w

On 31 December 2018 we had 39% (35) female and 61% (65) male managers.

Good online growth of 20% (18), particularly in mobile devices that increased
by 39% (49).

The operating margin was 21.2% compared with 21.8% in the preceding year.

Image rating was 51 on 31 December 2018 (50]. The closest competitor had an
image rating of 34%.
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business areas

Svenska Spel has some of the Swedish gaming industry’s favourite,
well-known brands. We are constantly developing our products to
give our customers the best gaming experience.



Operations

We delivered several popular

Svenska Spel's organisation has been adapted to ensure
compliance with the new gaming regulations and the Compe-
tition Act. The Company has been divided into three business
areas that are separated through, inter alia, different gaming
accounts and customer databases. Each business area has a
clear business focus and unique customer offerings.

Focus on the gaming experience at every stage
Customers must be able to easily find what they are looking
for on our platforms, online and at our retailers. Gaming itself
should be enjoyable and the elements after gaming should
be clearly defined. It should be easy and convenient for our
customers to transfer their winnings to their bank accounts.
For example, Svenska Spel has no turnover requirement or
minimum withdrawal amounts. Customers have complete con-
trol over their gaming accounts. Furthermore, Svenska Spel's
customer service is open 24/7, every day of the year, so that
our customers can receive help whenever they neediit.

Our customers value our focus on the gaming experience.
Svenska Spel’s customer satisfaction index (CSI) was 70 in 2018
which demonstrates that our customers have confidence in us
and appreciate what we do.

A major happening was that Svenska Spel completed an
important multi-year retailers project. During the year, 1,442
retailer terminals were replaced and installed, which means
that all retailers have modern terminals that fulfil today’s needs
and those of tomorrow. It was an important initiative that will
both lead to greater dependability and provide better oppor-
tunities to communicate with our customers.

Svenska Spel’s investment in new retailer terminals demon-
strates the value of our nationwide network of retailers. This is
a vital channel through which we interact with our customers

Svenska Spel Annual Report 2018

new games in 2018.

all over the country. While we see an increase in gaming on our
online platforms, the retailers are an important outward profile
for Svenska Spel and a significant sales channel. The gaming
sections at the retailers are also designed to convey a safe and
positive feeling.

Innovation for new games

Our innovation agenda for new game forms is built on a close
dialogue with customers and generated good results in 2018.
At Svenska Spel, we take a systematic approach to innovation
and concept generation, and we want all our employees to be
involved in our innovation efforts. It is a vital part of our oper-
ations toward fulfilling our customers’ expectations for new
experiences and game forms. We delivered several popular
new gamesin 2018.

Customer satisfaction index (CSI)
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30
20
0
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Sport & Casino business area

Customers who play sport and
casino games interact with Svenska
Spel within the Sport & Casino
business area.

Some of our oldest and most cherished
games are sports games — such as
Stryktipset, which premiered in 1934.
Our sports games combine the sporting
experience with the thrill of gaming. By
offering attractive sports games that
fulfil our customers’ expectations, we
spice up everyday life.

We have an attractive and
unique range of pool games in
sports. Because increasingly
more gaming takes place in
digital channels, we have con-
siderably increased our online
selection of games in recent
years. Today, Svenska Spel \
has approximately 590,000
active mobile phone sports
games customers.

The re-regulation of the Swed-
ish gaming market has given us the
opportunity to offer online casino,
which is the single-largest, fast-
est-growing product in the market.
Svenska Spel’s online casino is
designed to combine responsible
gaming and gaming enjoyment.

To reduce the risks that our online
casino pose, we do not offer fea-
tures such as bonuses,

Our online casino

gvenska Spel has de\f/elr%pr)\e‘zi:e
form 10
customer plat. . :
é<‘:a\'s.'mo. Our online ca§mo v(;nl\
contain in-house designe )
games, features and design.

Our game forms

The sports games category consists of Oddset and the
football-based Stryktipset, Europatipset, Maltipset and m

autoplay and free spins. Customers
who want to do all their gaming with us
appreciate that Svenska Spel has online
casinos. State-owned gaming company
Norsk Tipping has demonstrated it is
possible to offer online casino with
alower share of players who have
gambling problems as compared with
competing online casinos.

Several new products were
launched in 2018:

—

=

3,648 teams )
participated in
Tips SM 2018

Topptipset. They can be played through retailers in stores,

(| STRYKTIPSET ll . | EUROPATIPSET
MODDSET @ rowerrPLAY

» Oddset Challenge was updated with
the option to construct coupons on
only two football games with three
objects for each game.

» Expanded range of live betting to
include tennis and the launch of bet-
ting on badminton and table tennis.

» Launch of the Oddset app.

» Relaunch of the option to order the
“13 jersey” for customers who get 13
correct on Stryktipset.

» As part of the preparatory work ahead
of the re-regulated gaming market,
Svenska Spel procured a game library

that contains more than 400 online
casino games.

As a consequence of the re-reg-
ulation of the gaming market, the
Sport & Casino business area can
now launch betting on horses.
We see that this is something
that our customers have wanted,
and we are pleased that we can
offer a complete range of games.
We are also planning to use apps to
further enhance the gaming experience
and increase opportunities for our
customers to play pool games in sports
together.
Furthermore, we will invest in offer-
ing esports and fantasy sport games.

What is fantasy sport?

Fantasy sportis a type of
game where participants
select players from a certain
league in, for example, foot-
ball and earn points based
on how well the players
performin reality.

| TOPPTIPSET|

at arenas, on svenskaspel.se and via mobile phones.
Oddset is a collective term for such games as Langen,
Matchen, Bomben, Mixen, Powerplay and Challenge.
Customers can bet on fixed odds, moving odds and
even on live betting.
Casino games include online poker, online casino and
Bingo.

ODDSET

M CHALLENGE

(- [bIfigO)

® Bomeen @ MATCHEN

MPOKER M™
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Sport & Casino
business

Svenska Spel invests in esports

Svenska Spel views esports as a
strategically important route with vast
potential. It is an area in which we will
invest over the next few years.

By offering betting on esports
games, we can attract a new group of
customers who have other interests
than the more traditional gaming objects
that the market offers. We believe that
customers who want a broader range of
betting games will appreciate an invest-
mentin esports.

Furthermore, we see potential for
strengthening our employer branding
through esports betting and spon-
sorship. In 2018, Svenska Spel signed
athree-year agreement with Svenska
E-sportféreningen, SESF, which is the
Swedish esports federation. The
agreement made Svenska Spel the head
sponsor for SESF and thereby secured
the resources needed to develop the

“Svenska Spel means alot to us.”

We asked...

Kent Karlander,
retailer, Haparanda

Kent and his wife Kajsa run Handlar’'n
in Haparanda, one of Svenska Spel’s

approximately 5,000 retailers.

What does Svenska Spel mean for your
business?
Svenska Spel means alot to us. In part,

being a retailer attracts a lot of custom-

ers butit also adds to the atmosphere
in the store — there’s a lot of talk about
Champions League and the like, for
instance.

Svenska Spel Annual Report 2018

Swedish esports national team in the
future. Through the agreement, the
esports national team receives access to
better equipment, travel and accommo-
dation, as well as the chance to qualify

m &
.“ﬁ’m

"h
‘I

As aretailer, has the increase in online
gaming had animpact on you?

In all likelihood, though to be honest,
we've gone against the tide. In fact,
we've increased our sales of Svenska
Spel's games. We're seeing a 4-5%
increase this year.

for world championship tournaments.
Svenska Spel attended the 2018
Esports World Championship in Taiwan
together with the national team, which
won the silver medal in Counter-Strike.

Have your customers said anything
about the re-regulated gaming market?
Not really. My customers haven't
voiced any concerns, but we haven't
had much discussion about it here.
Sure, some have said that more com-
petition might lead to better odds in
sports games, but that’s about it. The
customers seem happy with Svenska
Spel’s solution where one gaming
account becomes two.
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Business area Tur

Customers who buy lottery tick-
ets or number games interact with
Svenska Spel within the business
area Tur.

Our games of chance mean providing
gaming enjoyment when it suits the
customer — whether buying a Triss
lottery ticket in a store, playing online or
in our app. A big part of the excitement
associated with games of chance is the
experience of correcting, whether it

be the weekend Keno draws on TV, or

scratching a Triss lottery ticket by hand

or on mobile devices. Games of chance
are a significant part of Svenska Spel’s
operations.

In 2018, a number of new games were
unveiled that aim to channel the gaming
enjoyment that our games of chance
offer:

» Rubbet was launched — a new design
that gives customers the chance to win
at Lotto with Joker, Eurojackpot, Keno
and Vikinglotto on one and the same
board.

» A simplified subscription service for
Lotto was launched.

» As part of the campaign surrounding
the World Championship in football,

Three Triss

lottery tickets

sold every
second

one of Svenska Spel’s sponsorship
agreements was activated and the Triss
lottery tickets were redesigned in the
form of match jerseys.

Based on the ambition to be world
leading in games of chance entertain-
ment, Svenska Spel continued in 2018

to develop the business area Tur's
products. Among other things, we have
worked to develop new game forms
and new designs in order to boost

the entertainment value of our games

Our game forms

Games of chance include the number games Lotto,
Keno, Joker, Viking Lotto and Eurojackpot. Number
games are offered online and at retailers.

Games of chance also include Svenska Spel's

lotteries, which are Triss, Penning and scratch games,
that can be purchased through retailers in stores and

on svenskaspel.se [not Penning). Triss is the largest

lottery in terms of gross gaming revenue, number of

customers and awareness.
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and thereby reach new and broader
audiences. For example, in 2018 a large
portion of Svenska Spel’s product,
design and development organisations
gathered for two days of brainstorming
and innovation activities.

In 2019, we will continue to develop
and reinforce the customer offering for
our games of chance. We will focus on
developing the design of the online
versions of our games. Player immersion
and experience during online games is
decisive.

¥ vikinglotto

[® SKRAPSPEL
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Svenska Spel paid out several major
winnings in 2018. In June 2018, gaming
history was written when Eurojackpot’s
jackpot went to a winner in Sweden for

“Every win and winner is unique.”

Pierre Jonsson, winner
ambassador
Svenska Spel

What does it feel like to call a winner?

All you know when preparing for a call
is that it will culminate in a lot of highly
positive energy. Every win and winner is
unique. It’s incredibly fun.
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the first time ever. One of our customers
managed to get all correct and won a
whopping SEK 257,985,846, the largest
ever gaming win in Sweden.

What types of reactions have you had?

I think I've seen it all. Everything from
yelling out loud or complete silence

to people thinking I'm playing a prank.

I guessit’s best described as a kind of
positive cold shower for most of our big
winners.

Tur business
area

Lotto’s Drémvinsten was also paid
outin 2018 with a major win of SEK
208,358,976.

What are your thoughts on winning
announcements and responsible gaming?
Winning announcements are about more
than saying congratulations. We take a
responsible gaming approach to those
who win a great deal of money. That is
why we offer financial and legal advice
to our big winners so that they can land
in their winnings. | feel this is extremely
important.
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Casino Cosmopol & Vegas business area
Casino Cosmopol

Customers who play at our land-
based casinos and video lottery
terminals interact with Svenska Spel
under the Casino Cosmopol & Vegas
business area

Our four international casinos in Stock-
holm, Gothenburg, Malmé and Sundsvall
offer visitors a complete experience.
This means that we, in addition to gam-
ing, also provide our guests with enter-
tainment in the form of dancing, shows,
food and beverages, and stand-up com-
edy. At Svenska Spel’s casinos guests
can play classic casino games such as
Roulette, Black Jack and Baccarat. Several
poker tournaments are also arranged,
including the Swedish Championship in
Poker.

The land-based casinos have an
international atmosphere and we have
visitors from some 165 countries every
year.

In 2018, a number of initiatives were
carried out to improve the experience
for our customers:

» The game Baccarat Squeeze was
launched as a new table game.

» The casino in Stockholm launched Fort
Knox, with a progressive jackpot at five
different levels.

» Three of seven systems from Intelligent
Gaming were replaced: the guest reg-
istration, table and cash systems. More

Casino Cosmopol’s 4
1. Decide inadvance how much
play for
2. Avoid playing f
your family and friends
3. Do not try to win back losses
4. Do not borrow to play

systems will be replaced in 2019.

In Malm®, both the restaurant and the
poker room were moved and refur-
bished.

The Sundsvall casino was given a new
restaurant concept and a new bar with
the most incredible view from the bar.
Business hours have been extended
by 16 hours a week. Moreover, Cata-
rina Sjéholm was recruited as the new
casino manager.

Business hours for the Gothenburg
casino were extended by two hours a
week.

Metal detectors were installed at the
entrance to our casinos in Stockholm,
Gothenburg and Malmé to improve
security.

~

In November 2018, the Swedish Gam-
bling Authority decided in a regulatory
issue that Casino Cosmopol had failed in
its systematic work to counteract money
laundering and terrorist financing in all
areas audited by the authority. In con-
junction with this, the authority imposed
a sanction charge of SEK 8 million.
Shortly thereafter Casino Cosmopol
submitted an action plan that presented
steps that would be taken to rectify the
deficiencies set out by the Swedish
Gambling Authority. Furthermore, Casino
Cosmopol appealed the authority’s
decision since the Swedish Gambling

good bits of advice:
you want to

or more than you can tell

Casino Cosmopol in Stockholm celebrated 15
years 2018.

Authority has provided neither clear
provisions nor guidance regarding how
to manage the deficiencies pointed out.

A large-scale refurbishment of the
Gothenburg casino is planned for 2019
to make the customer experience even
better. The entrance to the casino will be
moved to a better location to improve
accessibility. New gaming areas, bars
and restaurants will be built.

As aresult of the re-regulation of
the market, we can now offer fully and
semi-automatic table games at our
casinos. In 2019, we will also analyse the
potential for enhancing the customer
experience via various digital solutions
at our casinos.

What do our
customers play?

B Video lottery terminals, 56%

Table games, including
automatic table games, 44%

Our game forms

Casino Cosmopol has exclusive rights to land-based casino
games in Sweden. Our casinos have all known casino games.
Casino Cosmopol also arranges popular poker tournaments.

mCAINO
COSMOPOL

Learn2Play is a concept for guests who want to try Casino
at a more relaxed tempo and without stakes or money.

Vegas is a video lottery terminal [VLT) that offers a variety
of games, such as wheel games, video poker and Keno. Vegas
is the only VLT permitted in Sweden.

m\—\//—/—'/—/—\r—
M E— —
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Vegas

Svenska Spel also offers games on

VLTs — Vegas. Today, we have approx-

imately 4,600 video lottery terminals at

approximately 1,500 gaming locations

in restaurants, bingo halls and bowling

halls throughout Sweden.

In 2018, some 135 new business part-
ners were contracted and we renewed
our partnership with the restaurant chain
Harrys. The year was largely about mak-
ing adjustments in accordance with the
new gaming regulations and improving
the experience for our customers:

» Six new games were launched and one
was relaunched.

» Anew training package was imple-
mented that means that our business
partners are certified. Certification
includes training in responsible gam-
ing and money laundering rules. In
addition, a new product and service
training programme has been created
for our business partners and their
employees.

» All business partners were registered
as retailers with the Swedish Gambling

Svenska Spel Annual Report 2018
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Authority, a requisite for the authority
to perform an approval test.

» In December, a new obligatory weekly
loss limit was introduced as well as two

L
SVENSKA SPEL

voluntary time limits, one for weeks and
one for months. This means that to play
Vegas, the customers must set a loss
limit per day, week and month as well
as a daily time limit.

» Svenska Spel makes test purchases to
check that all business partners comply
with the rules for age limits.

Otherwise, much of the work in 2018
was about preparing the business area
for the new gaming platform with new
games, terminals and a new gaming
system.

The first of our new video lottery ter-
minals are expected to reach the market
during the second quarter of 2019.

During 2019, Svenska Spel will also
launch a simplified customer login via
BankID and offer alternative payment
solutions to adapt to the growing cash-
less trade.




Responsibility is a fundament for the entire operations and
makes it possible for all customers to play safely.

Svenska Spel has a long history as all of Sweden’s gaming com-

pany and was quick to put responsible gaming on the agenda.
Our focus on responsible gaming is something that our owner
expects and that our customers and employees appreciate.
The Public Health Agency of Sweden estimates that
approximately 2% of the Swedish population have gam-
bling problems. Furthermore, those who are closest are also
afflicted by a player’s gambling problems, which makes the
number of those affected even higher.
Svenska Spel welcomes the fact that licensed gaming
companies operate under the same rules and must assume
a mutual responsibility as of the new year. We are hopeful
that the re-regulation and license requirement, stricter rules
governing gaming advertising and greater responsibility for
customers with gambling problems will lead to a greater focus
onresponsible gaming. Svenska Spel will continue to promote
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the issue of responsible gaming and intends to continue to
take the lead in showing consideration for our customers.

Certifications and research

We have extensive experience of working with responsible
gaming and have, over the years, carried out many initiatives in
this area. Svenska Spel is certified under the European Lot-
teries (EL) and World Lottery Associations [WLA] and Casino
Cosmopol is certified under the European Casino Association
(ECA). Moreover, we comply with the Swedish Gambling Asso-
ciation’s ([Sper] responsible gaming standards.

Svenska Spel has a tradition of contributing to Swedish
gambling addiction research. Access to research in this topic
has long been limited, both nationally and internationally.

In 2010, Svenska Spel set up a Research Council to increase
knowledge and awareness of gambling problems and preven-
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tive measures. Every year, the Council distributes SEK 5 million to
gambling research and measures to prevent gambling prob-
lems. The Research Council, which approves research grants, is
independent from Svenska Spel and comprises prominent sci-
entists and experts from Karolinska Institute, Uppsala University
and the Public Health Agency of Sweden. Additionally, we fund
aresearch professorship in gambling addiction at Lund Uni-
versity. Svenska Spel has contributed more than SEK 50 million
to various Swedish research projects since 2011. Over the next
four years, we will invest a further SEK 36.5 million in gambling
addiction research. In 2018, Svenska Spel supported a total of 13
projects at different colleges and universities.

Once a year, the Research Council gathers some of the
country’s most prominent gambling addiction scientists and
contributors to identify and discuss future solutions. The 2018
Research Day surpassed previous records, with visitors filling
the venue.

Consideration and integrity

Customers have high expectations that Svenska Spel will take
responsibility and show consideration. Customers receive
information about how customer data is managed and are
given the option to choose in what form they want to com-
municate with the Company. All employees at Svenska Spel
are trained in how to manage customer data to ensure correct
management and customer integrity. In May 2018, the EU’s
General Data Protection Regulation, GDPR, took effect and
replaced the former Personal Data Protection Act (PUL). The
regulation governs how and when personal data may be pro-
cessed. A great deal of work was done during the year to fulfil
the new requirements.

Responsible gaming

Dedicated and responsible marketing
Svenska Spel's marketing shall be responsible, moderate and
make it easy for consumers to make conscious and informed
choices. Directed marketing is customised to the customer’s
preference and the risk level of the game. In order to avoid
encouraging more gaming, we send no direct marketing to
players who show signs of risky gaming habits.

Svenska Spel’s customer surveys indicate that our custom-
ers like our advertisements more than those of our competi-
tors. One reason for this is that we have chosen to concentrate
on a clearly unique marketing message that aims to reflect
gaming enjoyment and togetherness.

Responsible gan}ing
beyond sweden’s
borders

In 2018, Svenska Spel's resporTsibIe gamlng .

tool Playscan earned international recognmo

when the Norwegian state-owned gam|n|g
company Norsk Tipping selected the too .
aftera comprehensive procurement proce§ n
svenska Spel has had a Playscan collaboratio
with Norsk Tipping since 2014 and the agree-
ment signed in 2018 is for six years.

Responsible gaming on multiple fronts

To measure Svenska Spel’s responsible gaming efforts, we use
our own KPI, our Awareness index, which is based on our cus-
tomers’ responses to questions about their perceived gaming
control. In 2018, Awareness index reached 84, which isin line
with the year’s target and signals that our customers still have
good control over their gaming habits.

Responsible gaming tool
On1January 2019, the Swedish Gambling Authority’s responsi-
ble gaming provisions took effect, which means that Svenska
Spel and other licensed gaming companies in Sweden must
implement a number of responsible gaming tools. As of the
new year, gaming customers can also exclude themselves
from games at all licensed gaming companies through a
national exclusion system.

Below are examples of some of Svenska Spel’s responsible
gaming tools.

Limits for deposits, losses and login periods

Customers can set limits for their deposits, losses and login
periods on their gaming accounts. We have long offered cus-
tomers the option to limit their time and money.

Self-assessment

Customers can complete a self-assessment that has been
designed by an independent party. The test is designed to
identify signs of risky gaming habits and provides detailed
feedback.
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Information about winnings, losses and login periods
Customers receive clear messages about winnings and losses,
and can also see login periods and balances. Svenska Spel
also offers the Gaming History service which allows customers
to track their winnings and losses over time.

Risk analysis tool

Svenska Spel's in-house designed tool Playscan measures the
risks in customers gaming and warns if the gaming behaviour
may evolve into something riskier. Via the tool, customers are
made aware of their gaming habits at an early stage, which
increases the possibility of preventing an escalationinto a
bigger problem.

Awareness index
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“gpelalagom™
(playin moderation)

The “Spela Lagom” initiative is one of svenska Spel's
responsible gaming efforts aimed at providing
our customers with information and advice
’ - vull . about healthy gaming habits. The contents in
Spelalagom have been compiled together
. with experts and scientists active in responsible ?. -
. J gaming and gambling addiction, and are fact-checked - =
t continuously.

For information, visit

www.spelalagom.se/sv/om-spela-lagom/




Responsible gaming

Proactive dialogues — now permanent

In 2017, Svenska Spel started a pilot test that involved calling
players who exhibited elevated risk-taking behaviour to talk
about their gaming behaviour. The project was a success and
the customers who were contacted appreciated the calls. It
was decided in 2018 to make our proactive dialogues a per-
manent feature. What makes our proactive dialogues unique
is that it is Svenska Spel's own employees who call and have
the conversations. This is a person-to-person contact and not
notification via text messaging or other automated services.

“It’s great that you call like
this. It shows that you like
your customers.

That you really do care.”

Svenska Spel customer

“There’s no way we can just rest on our laurels.”

We asked...

Axel Lyckberg,
Playscan, Svenska Spel

Axel Lyckberg is a tech lead for
Svenska Spel’s Playscan responsi-
ble gaming tool. The tool identifies
risky gaming practices and com-
municates with customers who
exhibit signs of being at greater
risk for developing gambling
problems.

What are your views on Svenska Spel’s
future?

Svenska Spel definitely has some
tough challenges ahead. We have a
strong market position, one we need
to work hard to hold on to. In the long
term, | believe that Svenska Spel’s
success is closely linked with how
well the Company provides con-
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sumer protection. With a responsible
gaming approach that won’t crumble
under scrutiny, we have every chance
to uphold our unique position as
Sweden’s most trustworthy gaming
company.

What should Svenska Spel focus onin
the re-regulated gaming market?

I think it's a question of retaining and
strengthening our position in the
gaming market today. One of the keys
lies in developing our strong gaming
products and attractive offerings. But
above all, | believe we have much to
gain from investing in developing and

improving customer security, transpar-

ency and responsibility.

What are the implications of the
re-regulated market for Playscan?
Risk-analysis tools such as Playscan are
mandatory for all gaming companies
as of 1January 2019. Obviously, it's an
honour that our concept, which was
cutting-edge when we started ten
years ago, has now been written into
the new Gambling Act. While many
companies choose to build their own
systems, we are seeing a greater
demand for our product. With our
segment of the industry growing and
advancing so quickly, we need to be
even more alert. There’s no way we can
just rest on our laurels.
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create 3"

Our employees drive Svenska Spel forward — we are convinced that dedicated
employees produce satisfied customers. Svenska Spel is to be an attractive
company and a modern-day employer where we, in true team spirit, create
experiences that give our customers enjoyment.

Working for Svenska Spel is not, and should not be, like work-
ing at other workplaces, particularly not in the gaming indus-
try. At Svenska Spel, all employees play a part in conveying
enjoyable gaming experiences combined with considerable
responsibility. This combination is an important reason why
many people want to work for us. It is also the foundation of
our employee value proposition.

A year of transition

Re-regulation of the gaming market was a major issue through-

out 2018 and affected Svenska Spel’s employees in several
ways. The preparatory work for adapting and re-setting was
periodically time and resource-consuming. However, it also
gave the Company the opportunity to thoroughly review the
organisation. It allowed for an inventory of skills and expertise
to ensure that the right talent was in the right place in the new
organisation that took effect during the year. As part of this
mapping process, 140 new jobs were created and 78 were
phased out.
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Games are everything

A critical aspect of Svenska Spel's corporate culture is creating
and developing exciting games. We have a long history that
our employees take pride in. Every day, we work to renew and
improve the games in various ways. This can involve improv-
ing existing games, designing new ones and developing the
different channels where our customers can interact with us. At
our casinos, in stores or online.

Employee commitment is determined by how employees
perceive they caninfluence their day-to-day work, their level
of independence and good knowledge about our products.
When employees feel secure in their professional roles, it
results in better customer and colleague interactions. Con-
sequently, Svenska Spel continued to offer a comprehensive
product training course for employees and retailers in 2018
— aimed at increasing knowledge about our own games and
strengthening our ability to always focus on the customer.

Svenska Spel Annual Report 2018



We invest in the future

Svenska Spel has supported Swedish sports since 1934.

We view sports as a way to promote better health and this
extends also to our employees. We want to give our employ-
ees the best opportunities to be healthy and fit — both at work
and elsewhere. In 2018, several initiatives were arranged for
employees at our casinos and our offices in Solna and Visby.
Among the events, many employees participated in the
Midnattsloppet running race in Stockholm and throughout the
year, experts were invited to the offices to give lectures about
food and health. Another initiative toward encouraging our
employees’ wellbeing was the increase in wellness subsidy.
Also the physical work environment was improved in 2018. For
example, the entire Visby office was renovated to facilitate a
cross-functional and agile work approach. Svenska Spel wants
to make it easy for employees to take partin sporting events
by offering tickets at favourable prices. Employees can also
getinvolved in activating our sponsorships by, for instance,
taking part in our activities during the Swedish Championship
week.

Next step as a learning organisation
Svenska Spel is a knowledge-based organisation where
active learning is a prerequisite for work and is strongly
encouraged. To streamline our far-reaching skills-development
agenda, we have founded an Academy where we gather and
organise all courses. In addition, the Company intends to shift
the focus of its skills development through a 70-20-10 model for
learning. Skills development is primarily realised through learn-
ing on the job (70%), through interaction with others (20%) and,
as a complement, via formal methods such as courses (10%). By
launching this model, our ambition is to embed learning in all
aspects and elements of our employees’ work in 2019.

To retain and encourage our young employees to grow
within Svenska Spel, our young professionals network, formed

Svenska Spel’'s employee value proposition:
Work to promote a greater experience

Our
professional
development

Our games

We invest in the
future

Through
dedication
and pride,

we improve

the gaming
experience for
the people of

Sweden

Together we
create the best
workplace

Employees

in 2017, has continued to drive commitment through activities in
Solna and in Visby in 2018.

Equal opportunities and inclusion

We believe that companies in which the mix of employees
reflects Swedish society are better able to understand and
take care of their customers. Throughout 2018, we pursued
important equal opportunity and inclusion efforts.

To increase awareness for equal opportunity and inclusion,
and to gain a norm-critical perspective of recruitment, Svenska
Spel arranged a managers course together with analysis and
advisory company Add Gender. The managers course gave
results. In the work ahead of the Company'’s re-organisation,
the issue of an even distribution of men and women was
particularly highlighted, and during the year we saw that this
division evened out.

Plans for 2019 include a leadership programme designed
especially for women. The goal of the programme is that some
20 women in the organisation will complete a course that
encourages and facilitates for the participants to advance to
manager positions during their careers at Svenska Spel.

Committed employees
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Code of Conduct
guides employees

Svenska Spel shines the spotlight on
and pre-empts unethical behaviour.
This is done in many ways. The Code
of Conduct describes our approach
to responsible and professional
conduct. Employees can confiden-
tially report suspicions of irregulari-
ties within the Company and money
laundering through a whistle-blow-

Our
responsibility

We make ! .
gaming ing service. Four reports were
enjoyment so received via the system in 2018.

All reports were managed by the
Internal Auditor and Head of Group
Security and Compliance.

much greater
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Directed recruitment initiatives

During 2019 and thereafter, Svenska Spel
will need to recruit experts and talents in
digital and mobile game development.
We have a continuous need to reinforce
our resources and skills in these areas
within Svenska Spel. Our recruitment
focuses primarily on skills in technology,
analysis and design services as well as
land-based casino operations.

Svenska Spel has completed several
direct marketing initiatives in a variety
of channels to attract the right talent in
order to reach potential employees. To
create awareness of Svenska Spel as an
employer, and to attract more applicants
to posted vacancies, we carried out
directed employer branding campaigns
in our own social media channels.

In addition to marketing on the Com-

We are Svenska Spel

That Svenska Spel's employees are dedicated is clearly evi-
dent in the employee videos we produced in 2018. The videos
starred our own employees who explain what they do and
why they like working at Svenska Spel. Thanks to the enormous
commitment and number of people who participated in the
videos, we were nominated in the Film and Video category at
Magnet Awards, Swedish Championship in Employer Branding.
This has cultivated even more pride and commitment internally.

pany’s own channels, we took part in relevant
career fairs for the skills we are looking for —
such as Uppsala University’s career days for IT
and computer science.

In 2018, Svenska Spel collaborated with var-
ious organisations and influencers, including
the organisation Tjejer Kodar (Girls do code)
and the pod Traningsgladje Talks [The joy
of exercise talks) with Sara Rénne. Tjejer
Kodar creates programming training
programmes and courses that focus on
encouraging more women to take up
coding while in Trdningsgladje Talks,
Sara RGnne met employees from
Svenska Spel to talk about health
from various perspectives.

“A perfect mix of experience and new energy!”

We asked...

SandraKrle,
front-end developer,
Svenska Spel

Whatis it like to work as a developer at
Svenska Spel?

It feels like working for a big caring fam-
ily that always makes you feel welcome
and appreciated. | also feel that my job
isimportant and relevant. We work as a
team that uses modern web develop-
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ment technologies and we are always v
up to date on the latest trends. Our M
teams have a good structure, with senior i
developers working side by side with
more junior colleagues. A perfect mix of
experience and new energy!

e

o

What is it that makes working at Svenska
Spel so engaging?

For me, it's my talented colleagues. They
inspire me to constantly improve my
own skills and apply them in my work.
Everyone is so committed to making the
Svenska Spel experience as good as
possible and that rubs off.

What do you think that the new gaming
market will mean for Svenska Spel?

For our part, | believe it will mean a
higher degree of innovation and more
unique gaming experiences. But above
all, it will mean that we can strengthen
our position in responsible gaming even
more! We are a unique company that
truly takes this matter seriously.
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football. Strond

customer categories was crea

sponsorship and we received considerable
media coverage. The World Championship
in footballwasa huge success for Svenska
speland we surpassed both our sales and
customer recruitment targets.
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Svenska Spel will be a long-term sustainable and effective
company that generates value for our owner and society at
large. Operations are to be conducted in a manner that is socially,
economically and environmentally sustainable.



Sustainable business

Support to both amateur and
elite sports is both a clear and
important indicator that Svenska
Spel gives back to society.

The trust of the Swedish people

A high level of trust from our customers and other stakehold-
ers is paramount to our success. Our coherent portfolio of
well-known brands and our social commitment contributes to
retaining and strengthening the trust of the Swedish people.
It also makes us an attractive employer and business partner.
Through profitable growth with sound cost control, we create
good conditions for innovation and initiatives going forward
that help reinforce the Company’s value.

In addition to its surplus going to the State, Svenska Spel’s
contribution to society is primarily our responsible gaming and
a strong engagement in Swedish sports. But also a well-estab-
lished network of retailers who help sustain a rural way of life
and a vast number of jobs.

Social commitment through sponsorship has an effect
Historically speaking, we have a strong and close collabora-
tion with sports. Our Grasroten initiative distributes SEK 50 mil-
lion every year to associations to support children and youth
sports around the country.

In 2018, Svenska Spel’s and the Swedish Sports Confedera-
tion’s joint Framét for fler i rorelse! project continued. During the
period 2017 to 2020, Svenska Spel will invest a total of SEK 110
million to get more people moving. The Framat for fler i rérelse!
project comprises sponsorship agreements with 62 special-
ised sports associations aimed at counteracting a sedentary
lifestyle and to get more people physically active.

Our Prispallen initiative has created a venue for inter-
national sporting excellence by Swedish athletes. All first,
second and third place results from large international champi-
onships for those sports whose associations are members of
the Swedish Sports Confederation are registered at Prispallen.
se. Every place winner is awarded SEK 10,000 by Svenska Spel.
The money goes to the association that the athlete or team
represents. During the 2018 sports year, the participating asso-
ciations won a total of 309 international medals.

Support to both amateur and elite sports is a clear and
important indicator that Svenska Spel gives back to society.
We have sponsored Swedish sports since 1934 and our ded-
ication to sports is an important part of our history. Svenska
Spelis currently proud head sponsor of the Swedish Football
Association, the Swedish Ice Hockey Association, the Swedish
Handball Federation, the Swedish Floorball Federation, the
Swedish Bandy Association and the Svenska E-sportsférenin-
gen [the Swedish esports Federation). Our sponsorship has,
for example, contributed to Sweden being one of the world’s
best ice hockey nations, floorball that has expanded both
among amateurs and the elite, and a world-class national
handball team.

Through our Elite sports scholarship we help active ath-
letes combine an elite sports career with higher education.
The scholarship is SEK 50,000 per recipient and is distributed to
75 active athletes every year.

Tipselit

Within football, we have collaborated on
the Tipselit project, which aims to develop
Swedish elite football through an investment
in young talents, associations and leaders.

players.

Svenska Spel Annual Report 2018

Hockeyakademin

We are active in Hockeyakademin.se through
our collaboration with Swedish ice hockey.
The ambition is to gather everything related
to training and development for coaches and

Pensionarspingis

Table tennis for pensioners courses led by
instructors are arranged in collaboration

with Bordtennisférbundet [the Table Tennis
Association) to encourage more people over
the age of 65 to take up table tennis.
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+60%

Increase in the contract value of

Svenska Spel's enhanced head sponsor-
ship with Elitfotboll Dam (the Elite Football
Association for Women).

We work for equal sponsorship

Sports sponsorship is not equal today.
Svenska Spel wants to change that. We
work to reduce the disparity between
men’s and women'’s sports and to create
the same prerequisites to do sports
regardless of gender, but a number of
challenges still prevail.

Svenska Spel demands equal oppor-
tunity from the associations in terms of
the allocation of funds. In our agree-
ments for youth, amateur and association
activities, all funds are equally distrib-
uted between the genders. At elite

level, the pricing of sponsorship rights
is governed by the commercial value of
the sport, such as levels of performance.
In 2018, Svenska Spel extended and
reinforced its agreement as head spon-
sor for Elitfotboll Dam (the Elite Football
Association for Women). The sponsor-
ship is worth SEK 145 million — an increase
of more than 60% compared with earlier
agreements and extends through 2023.
The new agreement is the largest-ever
agreement for Swedish women'’s elite
football.

Leading sponsorship guidelines
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Svenska Spel's elaborate sponsorship
guidelines have become best practice
in the Swedish sports community and, as
aresult, our business partners apply the
guidelines themselves in their activities.

For example, the Swedish Handball
Federation will apply Svenska Spel’s
sponsorship guidelines in its sustainabil-
ity efforts ahead of future international
matches and championships.

In line with our sponsorship guide-
lines, the Swedish Football Association
started a collaboration with the interna-
tional human rights organisation Human
Rights Watch ahead of the 2018 World
Championship in football arranged
in Russia. Through the collaboration,
coaches and players were educated
about human rights, which received pos-
itive attention from journalists who were
on site to cover the tournament.

Svenska Spel’simage

The public’s trust in Svenska Spel and our brands is decisive for
our continued success. Our image rating is, by a broad margin,
highest among the gaming companies. The image rating that

51%

measures the percentage of Swedes between the ages of 18
and 75 who are positive to Svenska Spel amounted to 51% for

the fourth quarter in 2018. The gaming industry’s reputation as
awhole s still low and our closest competitor has an image

rating of 34%.

2014
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2016

2017

2018
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Sustainable business

The fight against match-fixing

Criminal elements and manipulation of results do not belong
in the world of sports. At Svenska Spel, we have actively
combated match-fixing since 2013 and we are a driving force
in the efforts against this growing threat. Combatting match-
fixing is imperative for a gaming market without manipulated
game results. Svenska Spel takes a broad approach from a
precautionary principle to secure the highest possible gaming
security.

We do not offer gaming on any matches in lower divisions,
youth sports or individual match elements such as next corner
or red cards since these are easy to manipulate. Furthermore,
in the event of unusual gaming patterns, we stop all gambling
on the match for investigation and reporting, and repay the
stakes to the players. We also have stake restrictions that are
intended to combat the economic incentives that are often
behind match-fixing. In 2018, we chose during the ongoing
season to eliminate a total of six football teams from Super-
ettan and from divisions 1and 2 from our range of games since
we did not feel safe in offering betting on these teams.

In our efforts against match-fixing we have also had a

smoothly functioning and established collaboration for several

“We must see to it that young
athletes are well-equipped.”

of teaching young people about

match-fixing.

We asked...

Peter Gentzel,
CEO Svensk Elithandboll

Why is itimportant to educate young
sportspeople about match-fixing?
Young sportspeople do sports because
they like the sport and they have fun. The
reverse side of sports is probably not
something you think that much about
when you're young. Which is why it’s
important to take preventive measures
and discuss problems that do exist.

years with the Swedish Sports Confederation, the Swedish
Football Association, the police and prosecutor. At year-end,
the Swedish Gambling Authority was given the mandate to
lead the Anti-Match-fixing Council. Svenska Spel will actively
monitor the Council’'s work and assist when possible. The
Swedish Sports Confederation employs an anti-match-fixing
coordinator, which is financed by Svenska Spel.

In 2018, together with the Swedish Sports Confederation
and Svensk Elitfotboll (the Swedish Elite Football Association)
we arranged several courses, lectures and seminars about
the risks of match-fixing for Swedish elite and youth athletes.
Among other things, all players from the 38 participating clubs
in the 2018 Gothia Cup SEF Trophy received training and infor-
mation about the risks of match-fixing.

Svenska Spel works actively and tirelessly to ensure that
all customers play under the same terms and conditions. In
2018, Svenska Spel identified and excluded customers using
betting pools to circumvent Svenska Spel’s stake restrictions
(so-called betting syndicates). It is important and a top-priority
that betting is done on equal terms.

In order to combat match-fixing, in
2018 we arranged for all the teams
participating in the Swedish youth
handball championships to take an
online course in collaboration with
Svenska Spel. We spoke with Peter
Gentzel, CEO of Svensk Elithand-
boll, (the Swedish Elite Handball
Association) about the importance
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What risks should young sportspeople
be aware of?

Primarily, it is a question of showing that
tangible risks do exist. Unfortunately,
there are a lot of gaming companies out
there who offer betting on very low
division matches where the players may
be vulnerable to pressure. We need to
see to it that young athletes are well-
equipped should they find themselves
in such sensitive situations.

What do you think that the re-regulated
market will mean for anti-match-fixing
efforts?

I'm optimistic and | hope that the gaming
companies that have been granted a
license will make a concerted effort
against match-fixing for the games

they offer and that the new Swedish
Gambling Authority will invest in various
initiatives to curb the problem.
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Business ethics and anti-corruption

Sound business ethics and anti-corrup-
tion are two prioritised areas for Svenska
Spel. These pervade our business activi-
ties and are prerequisite for conducting
long-term sustainable and sound opera-
tions. In this work, our initiatives to curb
match-fixing play a crucial role.

In 2018, Svenska Spel endeavoured
to ensure compliance with the new
regulatory framework against money
laundering and terrorist financing, and
as of the autumn of 2017, all of Svenska
Spel falls under the Anti-Money Launder-

ing Act. The Act requires, among other
things, that gaming companies have spe-
cial knowledge about their customers
through secure identification. Therefore,
we have worked to gather data from
both new and existing customers. All
new customers were asked to answer a
number of questions before they could
start to play. Some customers have been
asked to answer more comprehensive
customer awareness questions and, in
some instances, were required to submit
documentation to verify the origin of

the money with which they play. Even
before, we had obligatory registration
for customers who want to do their
gaming with us. In November 2018, the
Swedish Gambling Authority decided in
aregulatory issue that Casino Cosmopol
had failed in its work to counteract
money laundering and terrorist financing
and imposed a sanction charge of SEK 8
million. Anti-money laundering activities
will continue and be intensified in 2019.
B Read more about the Swedish Gambling
Authority’s regulatory issue on page 32.

Human rights efforts throughout
the entire supply chain

At Svenska Spel, we are emphatically
against any violation of human rights,
which is reflected in the specifications
we make on our suppliers and recipients
of our sponsorships.

In 2018, Svenska Spel completed pro-
curements valued at SEK 777 million from
32 suppliers. This gives us an important
position setting requirements in the
supply chain. It also means that we have
anindirect impact beyond our own busi-
ness. Marketing-related services and IT
are the main services and products that
Svenska Spel purchases. Most of our
suppliers are within the EU and most of
them are Swedish.

Svenska Spel has a code of conduct
for suppliers that is included with all
contract documents. Every year, a risk
assessment of the Company’s suppliers
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is carried out from a social, ethical and
environmental perspective. Our goal is
that 100% of the suppliers identified in
the Company’s risk analysis are screened
concerning human rights.

Follow-ups are conducted with
those suppliers where Svenska Spel
assesses there is an elevated risk in rela-
tion to the Company’s code of conduct.
The assessment is conducted through
a self-assessment tool that Svenska
Spel has designed. According to our
assessment, the risks in the Company'’s
supply chain are low in general. Our
goalis to carry out 1-2 supplier audits
per year. In 2018, we conducted an audit
to follow-up compliance with our Code
of conduct. Suppliers were selected
on the basis of the annual risk analysis
outcome.
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A gaming company that
protects the environment

Svenska Spel has been involved in environmental issues for many
years. Despite our relatively low environmental impact, we do what
we can to minimise our impact and contribute to a more sustainable
climate. Our primary focus areas are materials, business travel, freight

transportation and energy. Our goal is to reduce the Company’s
CO: emissions by 50% between 2010 and 2020. With two years
left, we feel that we are well-positioned to achieve this goal. Read
more about Svenska Spel’s climate efforts and climate report on

svenskaspel.se

Examples of measures toward reducing our climate impact:

» Our procurement process contains environment standards. As a
large company, we have the opportunity to influence develop-
ments within environmental issues in a positive direction by setting

standards.

» We support the airline industry’s goal to halve fossil emissions by
increasing the share of biofuel-powered flights via a surcharge
on every flight that our employees make with the airline BRA. With
operations in six locations, a certain amount of travel will always be
necessary and this allows us to help drive progress.

» In 2018, Svenska Spel’s first charging stations for electric cars were

mounted at the office in Visby.

Sustainable business

“Svenska Spel’s sponsorship extremely valuable.”

We asked...

Linda Wijkstrom,
Secretary General,
Elitfotboll Dam

In May 2018, Svenska Spel extended
and reinforced its agreement as
head sponsor for Elitfotboll Dam,
EFD (the Elite Football Association
for Women). The new agreement is
valued at SEK 145 million and is valid
through 2023.

What does Svenska Spel’s sponsorship
mean to Elitfotboll Dam?

Svenska Spel's sponsorship is extremely
valuable. It is obvious that Svenska Spel
believes in sustainable efforts to create
the opportunities for girls and women
to practice their sport. Put simply, it has
created world-class opportunities.
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What role would you ideally like to see
that Svenska Spel has in the future?

I would like to see that Svenska Spel pur-
sues its course in terms of equal oppor-
tunities and sustainability — for example,
by not giving access to betting on risky
elements such as corners. | would like

to see Svenska Spel become an even
larger and more prominent stakeholder
that advocates responsible gaming.

|
AR

How important is Svenska Spel’s
support for sports?

Incredibly important since it gives
women'’s football enormous poten-
tial to create environments where
girls and women can play football.
This sport is the largest popular
movement and offers vast benefits
to society. Without Svenska Spel's
support, the sport would not be
what it is today.
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 “svenska Spel promotes Swedish
- football, hockey, bandy, floorball,
~~ handballand, as of May 2018,
also Swedish esports.” =

Patrik Hofbauer, Presidentand CEO s
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Directors’ Report

The Board and CEO of AB Svenska Spel, corporate registration number
556460-1812, with its registered office in Visby, Sweden, hereby submit the
Annual Report and the Consolidated Financial Statements including the
Corporate Governance Report for the financial year 1January—31 December
2018, as presented on pages 52-105.

Operations

The Company’s mandate and permits

Svenska Spel has had a mandate from the State up to and
including 2018, after securing permits from the Government,
to organise games and lotteries in a responsible manner.

Mandate up to and including 2018 for:

)

~

meeting customers’ demand for attractive gaming
activities;

providing game forms that are deemed to entail risks of a
social nature, within the framework for social responsibility,
when this is believed to be able to curbillegal gaming in
uncontrolled forms;

providing a credible but also attractive alternative to, first
and foremost, uncontrolled gaming operations;

taking into account social protection considerations, fraud
risks and consumer interests when game forms are being
developed andin all other aspects of operations;

» endeavouring to provide a well-developed service in both
urban and rural areas; and

» focusing on social responsibility in its marketing so as to
avoid being perceived as excessively intrusive.

The Swedish Government has granted a number of permits
that formed the basis of Svenska Spel’s operation up to and
through 2018. The permits have governed the following
areas:

Lotteries and betting on sports competitions

» VLTs

» Casino games and the locations of casino games

» Online Poker

Amended mandate and licenses:
On1January 2019, the Swedish gaming market was re-regu-
lated with new gaming regulations, alicense system and a

Svenska Spel’s legal structure

AB Svenska Spel
556460-1812

Svenska Spels Forvaltnings AB

Casino Cosmopol AB
556485-4296

Svenska Spel Sport & Casino AB

556597-7278 559128-4371

CC Casino
Restaurang AB
556586-7016

Casino Cosmopols
Fastighets AB
556598-3409
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Director’s Report

reinforced regulatory authority (the Swedish Gambling Gambling Authority regarding the duty to show consider-
Authority] that monitors all licensed gaming companies. ation, to monitor the development of problems related to
excessive gambling and take measures to counteract these
Our new mandate from the Government is that AB Svenska problems.
Spel, or a wholly owned subsidiary of AB Svenska Spel, will
» offer gaming at land-based casinos; The Swedish Gambling Authority has granted the following
» offer gaming on video lottery terminals in locations other licenses for Svenska Spel’s operations as of 1January 2019:
than the casinos. » ABSvenska Spel has been granted a license for lotteries
and licenses for games on VLTs;
For these game forms the Company will: » Svenska Spel Sport & Casino AB has been granted a license
» observe particular moderation in terms of marketing gam- for commercial online gaming and betting;
ing operations to consumers and focus on social responsi- » Casino Cosmopol AB has been granted a license for
bility in its marketing so as to avoid being perceived as gambling at casinos.
excessively intrusive; meeting customers’ demand for
attractive gaming activities; In conjunction with the EGM on 11 December 2018, the share-
» in addition to the provisions stipulated in the Gambling Act holder resolved on a new shareholder’s directive to replace
and Gambling Ordinance (2018:1475) and by the Swedish the former shareholder’s directive from 2012. The new share-
Svenska Spel’s operational
Board of Directors
structure

Internal audit

CEO/President

Compliance
Business Support
(Executive VP/CFO)
Communication & T
Sustainability

*] The operations are conducted within . Q Casino C05m0p0|
Svenska Spel Sport & Casino AB o sPo.n & Casmo . Tur & Vegas

**] The operations are conducted within business area* business area .
Casino Cosmopol AB and AB Svenska business area**
Spel
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holder’s directive applies only to operations conducted
under monopoly conditions, as in land-based casinos and
video lottery terminals.

Svenska Spel currently has a financial goal from the owner
that means that the operating margin is to be at least 22%
over an economic cycle of five to seven years.

Legal structure

AB Svenska Spel was founded in 1997 following a merger of
AB Tipstjanst (established in 1934) and Svenska Penninglotter-
iet AB [formed in 1897), and is 100% owned by the Swedish
State.

The Svenska Spel Group comprises the Parent Company
AB Svenska Spel and subsidiaries Svenska Spels Férvaltnings
AB, Casino Cosmopol AB and Svenska Spel Sport & Casino
(newly started 2017). Svenska Spel Sport & Casino was
founded due to the requirements in the new Gambling Act.
The Company’s objective is to offer games such as betting
and online casino games. Svenska Spels Férvaltnings AB
forms a sub-group with the subsidiaries Casino Cosmopols
Fastighets AB and CC Casino Restaurang AB.

Operational structure

The Group is organised as three business areas:

Sport & Casino, Tur and Casino Cosmopol & Vegas, as well as
four joint Group functions (Business Support, HR & FM, IT and
Communication & CSR].

Sport & Casino business area

Svenska Spel’s subsidiary Svenska Spel Sport & Casino AB
runs this operation as of 1January 2019. The business area is
responsible for selling sports games, online poker, online
casino and online bingo.

The sports games category consists of Oddset and the
football-based Stryktipset, Europatipset, Maltipset and
Topptipset. Oddset s a collective term for such games as
LAngen, Matchen, Bomben, Mixen, Powerplay and Chal-
lenge.

The online game Bingo and Online poker as well as online
casinoisincludedin the casino games category.

The business area accounts for 22.8% (22.5) of Svenska
Spel’s total gross gaming revenue. In the 2018 financial year,
gross gaming revenue for the Sport & Casino business area
totalled SEK 2,002 million (2,020).

Business area Tur
The business area is responsible for selling number games
and lottery tickets.

The number games category consists of Lotto, Keno,
Joker, Vikinglotto and Eurojackpot. The lottery tickets cate-
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gory consists of the Triss, Penning and Scratch games. The
offering also includes a pre-packaged set of lottery tickets
with Triss and temporary campaign lottery tickets.

The business area Tur accounts for 54.5% [52.5) of Svenska
Spel’s total gross gaming revenue. In the 2018 financial year,
gross gaming revenue for the business area Tur totalled SEK
4,787 million (4,716).

Casino Cosmopol & Vegas business area

Svenska Spel’s subsidiary Casino Cosmopol AB has been
operating international-class casinos since 2001. The four casi-
nos have unique premises in Stockholm, Gothenburg, Malmé
and Sundsvall, with a varied leisure offering in terms of casino
games, restaurants, bars and entertainment.

The games on offer at the casinos are table games (rou-
lette, dice and card games), as well as slot machines. In 2018,
Casino Cosmopol had 923,125 visitors [985,329].

The business areais also responsible for the Vegas VLTs,
which are the only VLTs legally allowed in Sweden, except
for the slot machines at Casino Cosmopol’s land-based casi-
nos. AB Svenska Spel is responsible for Vegas operations.

The restaurants where the Vegas VLTs are installed have
been careful tested and have alcohol licenses, and the
bingo halls have bingo permits. A gaming location may not
have more than five Vegas VLTs and the income from these
may hot dominate the operation. Under AB Svenska Spel’s
permit, the total number of VLTs that Svenska Spel can install
is restricted to 7,500 and at 31 December 2018, there were
4,589 [5,015) Vegas VLTs installed at restaurants and bingo
halls nationwide. These VLTs are distributed among 1,493
(1,640) business partners.

In 2018, gross gaming revenue for the Casino Cosmopol &
Vegas business areas amounted to SEK 1,995 million (2,244],
down 11.1% year-on-year, due primarily to several legal
changes that have affected sales for Vegas.

Employees
The average number of employees was 1,683 (1,694), of whom
62% (61) are men. The average number of employees in the
Parent Company was 715 [695), of whom 67% (66) are men. The
Company endeavours to maintain an even gender balance
among employees and managers, where the gender balance
for managers should be within a range of 45 to 55%. At year-
end, the gender balance was 39% (35) female managers and
61% [65) male managers. In the Parent Company, the gender
balance was 43% [39]) female managers and 57% (61) male
managers. To improve the gender balance, we quality assure
recruitment processes and ensure that all applicants have the
same opportunities to apply for vacant positions. The recruit-
ment process strives for final candidates of both genders.

A work environment survey is conducted biannually. The
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survey includes the areas of health and workload, motiva-
tion, social climate, leadership, resources and preconditions,
which are weighed together to one work environment
index. At year end, the work environment index was 74% (73).

Regular pulse surveys are performed every other month
to measure, among other factors, employee commitment.
The 2018 commitment index in the Group was 71(73) on a
scale of 0-100.

Employee Net Promoter Score [eNPS] is a measure to
ascertain how willing the employees are to recommend
Svenska Spel as a workplace to friends and acquaintances.
The 2018 eNPS result was 3 (3] on a scale of —100-100.

For further information about the employees, refer to
Note 3 on pages 90-93.

Significant eventsin 2018

» Patrik Hofbauer assumed the role of new President and CEO
for Svenska Spel on1December.

» AB Svenska Spel has been granted a license for lotteries
and games on VLTs, Svenska Spel Sport & Casino AB has
been granted a license for commercial online gaming and
betting. Casino Cosmopol AB has been granted a license
for games at casinos.

» Operations directly related to competitive games (betting,
online casino, online poker and online bingo) were trans-
ferred to Svenska Spel Sport & Casino AB on 31 December
2018.

» New sponsorship agreements were signed with the Swed-
ish Football Association and Elitfotboll Dam (the Elite Foot-
ball Association for Women). The agreements have a com-
bined value of SEK 358 million and are valid through 2023.

» A new sponsorship agreement was signed with the Swed-
ish Handball Federation and Svensk Elithandboll [the Swed-
ish Elite Handball Association). The agreement runs for three
years and is valued at approximately SEK 36 million.

» Anew three-year agreement has started with Svenska
E-sportféreningen (the Swedish esports Federation).

» Svenska Spel Sport & Casino AB has sighed an agreement
with SG Digital for the delivery of a customer platform and
online casino. Agreements have also been signed with
Evolution Gaming, NetEnt and Yggdrasil to supplement the
online casinorange.
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» Eurojackpot paid out SEK 258 million — the highest winnings
everin Sweden.

» SEK 50 million was paid to sports associations’ youth opera-
tions through Grasroten.

» Continued collaboration with the Research Council which
was extended to 2022 and is valued at total of SEK 24 million.

» The Norwegian gaming company Norsk Tipping has chosen
to sign an agreement with AB Svenska Spel for the right to
continue to use the responsible gaming tool Playscan. The
agreement is valued at approximately SEK 20 million and
runs for six years.

» The Swedish Gambling Authority has in a regulatory matter
regarding money laundering at Casino Cosmopol AB
decided to impose a sanction charge of SEK 8 million. The
Company has appealed the decision.

Sustainability Report

Pursuant to Chapter 6, section 11 of the Annual Accounts Act,
Svenska Spel has chosen to prepare the statutory sustainabil-
ity report separately from the Annual Report. Svenska Spel’s
Sustainability Reportis presented as an integrated part of the
Annual Report and the scope of the report is defined on
page 113in this document.

Business environment and future outlook

Growth in the Swedish gaming market is driven and is con-
ducted primarily online. In 2018, the total Swedish gaming
market grew by just over 1% according to the Swedish Gam-
bling Authority.

Sports betting is still a strategically important introduc-
tory product for a number of gaming companies and the
selection of live games is more important in the competition
for customers. Online casino is the single largest gaming
market game. Interest in live casino — playing online against
live dealers —isincreasing and is the game form that is the
primary online casino growth driver. A clear trend is the
public’s growing interest in esports and esports betting.

Competition in the gaming market spurs higher media
investments with the offshore gaming companies having a
considerable share in these investments. In 2018, the gaming
industry’s media spend amounted to SEK 7.4 billion, up 34%
compared with 2017.
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Group’s financial
position and results

Gross gaming revenue by business area

Gross gaming revenue amounted to SEK 8,784 million (8,980],
down SEK 196 million or 3.7% compared with the preceding
year.

Gross gaming revenue for the Sport & Casino business
area amounted to SEK 2,002 million [2,020), down SEK 18 mil-
lion or 1%. Oddset products Mixen, Matchen and Challenge
as well as Europatipset reported an increase in gross gaming
revenue of SEK 85 million. The World Championship in foot-
ball during the summer contributed favourably to gaming
with these products. A higher payout percentage on Odd-
set compared with the preceding year is one explanation for
the reductionin gross gaming revenue, as well continued
intense competition in sports games. Gross gaming revenue
for Bingo increased SEK 10 million year-on-year.

The business area Tur reported gross gaming revenue of
SEK 4,787 million (4,716), up SEK 71 million or 2%. Gross gaming
revenue for Eurojackpotincreased SEK 157 million. Gross
gaming revenue for Vikinglotto grew SEK 18 million, while
Triss decreased SEK 89 million due, among other things, to
changesinin-store purchasing patterns due to self-scan-
ning.

The Casino Cosmopol & Vegas business area reported
gross gaming revenue of SEK 1,995 million (2,244), down SEK
249 million or 11%. Gaming on Vegas VLTs decreased SEK 222
million, primarily as a result of the implemented reinforced
login as a money laundering measure, but most likely also
because games can only be paid for with cash.

Gross gaming revenue for games on slot machines at
Casino Cosmopol decreased SEK 25 million and table games

decreased SEK 2 million. Fewer guests who visit the casinos
is a persistent downward trend.

Gross gaming revenue by sales channel

Gross gaming revenue online grew SEK 453 million to SEK 2,718
million (2,265) or 20%, of which gross gaming revenue via
mobile phones rose 39%. Of the Group’s total gross gaming
revenue, the online sales channel amounted to 31% (25), of
which mobile phones amounted to 21% (15). Growth online is
forcefully driven by a general digital transition, new offer-
ings, mobile services such as BankID and Swish, but also by a
user interface that is convenient and easy to navigate.

Gross gaming revenue from the Retailers channel
decreased SEK 393 million to SEK 3,949 million [4,342) or 9%
and from the Restaurant & Bingo halls channel by SEK 222 mil-
lion to SEK 893 million (1,115) or 20%.

Gross gaming revenue in the Casino sales channel
amounted to SEK 1,001 million (1,128), down the equivalent of
SEK 27 million or 2%.

Gross gaming revenue from other sales channels totalled
SEK 123 million (129).

Operating profit and operating margin
The year’s operating profit was SEK 4,525 million (4,705), down
SEK 180 million. The weaker operating profit is attributed
mainly to lower gross gaming revenue for gaming on Vegas
VLTs and higher operating costs compared with the previous
year.

Operating costs amounted to SEK 3,286 million (3,085), up
SEK 201 million. Of the higher costs, SEK 186 million is related

GROSS GAMING REVENUE

BY BUSINESS AREA BY SALES CHANNEL
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to restructuring of the operations ahead of the new gaming
market and adjustments to GDPR. Higher costs are also
reported for marketing and personnel compared with the
same periodin 2017.

The operating margin decreased to 21.2% (21.8). Excluding
non-recurring costs for adjustments to the new gaming mar-
ket, the operating margin is just over 22%.

Net financial items

Net financial items amounted to an expense of SEK 3 million
(expense:1). Of the net financial items, an expense of SEK 5
million [expense: 2] pertained to a net value change of finan-
cialinvestments and unpaid winnings in the Triss Manads-
kldver lottery.

Earnings
The Group’s comprehensive income for 2018 was SEK 4,522
million (4,079), down SEK 187 million compared with 2017.

Cash flow
Cash flow from operating activities was SEK 4,629 million
(5,095). Cash flow from investing activities was SEK 277 million
(195), which is the net of purchases and disposals of property,
plant and equipment, tangible assets and financial assets.
Investments in financial assets amounted to a negative
amount of SEK 119 million [(neg: 100]) and divestments totalled
SEK 606 million [550].

Cash flow from financing activities amounted to an out-
flow of SEK 4,691 million [outflow: 4,923], and relates to divi-
dends to the owner, the Swedish State. The period’s cash

Director’s Report

flow was SEK 215 million (367) and at the end of the period,
cash and cash equivalents amounted to SEK 3,732 million
(3,517).

Investments

Investments in property, plant and equipment totalled SEK 121
million (231) and pertained primarily to new retailer terminals,
anew data centre and renovation for office modifications.
Investments in intangible assets totalled SEK 89 million [23)
and were mainly attributable to investments ahead of the
new gaming market.

Financial position
At the end of the year, consolidated equity amounted to SEK
4,583 million (4,752). The equity ratio was 56.0% (56.4).

Parent Company

The Parent Company includes all gaming operations except
gaming operations conducted within the Casino Cosmopol
business area.

Gross gaming revenue amounted to SEK 7,682 million
(7,852], down SEK 169 million.

The operating profit amounted to SEK 4,110 million (4,252),
down SEK 143 million.

The Parent Company’s investments in property, plant and
equipment amounted to SEK 84 million (180) and investments
inintangible assets totalled SEK 56 million (23). Investments in
financial assets amounted to SEK 119 million (100) and divest-
ments to SEK 606 million (550].

OPERATING PROFIT INVESTMENTS
AND OPERATING MARGIN
% SEKM
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*For the definition of Equity ratio, see page 112.

Property, plant and equipment

Svenska Spel Annual Report 2018

57



Facts about Svenska
Spel’s business areas

Sport & Casino business area Business area Tur
GROSS GAMING REVENUE GROSS GAMING REVENUE
SEK million 2018 2017 2016 SEK million 2018 2017 2016
Sports Games and Casino Games of chance
Oddset 829 837 764 Lotto 1,432 1,445 1,481
Stryktipset 414 419 401 Keno and KenoXpress 537 557 549
Europatipset 236 227 217 Joker 482 479 487
Topptipset 223 243 242 Eurojackpot 614 457 395
Maltipset 61 64 66 Vikinglotto 87 69 32
Bingo 139 129 99 Triss 1,545 1,634 1,702
Poker 100 101 18 Scratch games 88 7 57
Gross gaming revenue, total 2,002 2,020 1,907 Other products 3 4 5
Gross gaming revenue, total 4,787 4,716 4,708
GROSS GAMING REVENUE — SPORT & CASINO BA GROSS GAMING REVENUE — TUR BA
SEK M SEK M
2,500 5,000 —
2,000 - 4,000 -
1,500 - 3,000
1,000 2,000
500 [~ 1,000 -
0 oL o o o
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
GROSS GAMING REVENUE GROSS GAMING REVENUE
SALES BY SALES CHANNEL SALES BY SALES CHANNEL
Retailers 37 (44)) Online 63 (56) Retailers 67 (64) Online 30 (24)
— of which, mobile 44 (34 — of which, mobile 21 [14)
— of which, desktop 19 (22] - of which, desktop 10 (10]
Business and subscription
sales 3 (3)
NUMBER OF RETAILERS
2018 2017 2016
Gaming retailers 2,267 2,284 2,320
of which, gaming retailers in rural areas 200 203 198
of which, lone retailers in small towns 566 580 585
Lottery retailers 2,806 2,834 2,893
Total retailers 5,073 5118 5,213
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Casino Cosmopol & Vegas business area
GROSS GAMING REVENUE A0 R VRN
CASINO COSMOPOL & VEGAS

SEK million 2018 2017 2016
Casino games SEKM
Casino Cosmopol Stockholm 484 498 520 2500/
Casino Cosmopol Gothenburg 314 328 349 oo
Casino Cosmopol Malmé 233 226 227
Casino Cosmopol Sundsvall 70 76 77 1,500
Vegas at restaurants and
bingo halls 893 1,15 1,206 1,000 |-
Gross gaming revenue per
sales location/ 500
sales channel total 1,995 2,244 2,378

2014 2015 2016 2017 2018
SEK million 2018 2017 2016
Table games 491 458 488
Casino Cosmopol
slot machines 610 670 684
Vegas VLTs 893 1,115 1,206
Gross gaming revenue per
product category total 1,995 2,244 2,378

GROSS GAMING REVENUE
BY SALES LOCATION/CHANNEL, %

Restaurants and bingo halls 50 (51)

NUMBER OF CASINO COSMOPOL VISITORS e
2018 2017 2016

Stockholm 359,291 377,769 392,320

Gothenburg 279,218 301,853 317,984

Malmo 187,096 198,791 208,747

Sundsvall 97,521 106,916 115,525

Total number of visitors 923,126 985,329 1,034,576

NUMBER OF BUSINESS PARTNERS
2018 2017 2016

Restaurants 1,431 1,576 1,632 CC Gothenburg 16 (15]

Bingo halls 62 64 63

Business partners, total 1,493 1,640 1,695 [ ‘

CC Sundsvall 3 (3) CCMalmo612(10)
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Risks and

risk management

Svenska Spel actively addresses risk management within
the entire Group. By working continuously and systemati-
cally with risk management, we create the preconditions
foridentifying risks in a timely fashion so that necessary
measures can be taken, and sound internal governance and
control can be secured.

At Svenska Spel, the risk-management process isinte-
grated with the regular process for business and opera-
tional planning, and follow-ups. The Company’s mandate,
broken down into targets at different levels in the opera-
tions, serves as the foundation for risk management. There-
fore, risks are identified and managed at several different
levels within the Company.

During 2018, our most prioritised area has been adapting
the Company to the new Gambling Act. The completed
transition has been very extensive and has had conse-
quences for the entire Group in everything from the organ-
isation to IT. Within the framework of the programme

driven to coordinate the work, many different risks of vari-
ous types were identified and managed.

In parallel with the transition activities, we have worked
on how we can further develop our customer offering to
ensure that we can retain our strong position in the future
gaming market.

Confidence in gaming and the gaming industry is an
importantissue that we address continuously. From our
perspective, responsible gaming is still a prioritised area
in preserving high consumer protection.

Identified risk areas

Svenska Spel has identified six key areas that categorise
which types of risks Svenska Spel is exposed to: operating
environment risks, business risks, operational risks, sustain-
ability risks, financial risks and regulatory and compliance
risks.

Svenska Spel takes an integrated approach to risk man-
agement from a business perspective, which means that
many risks influence several risk areas. Below are some of
the most considerable risks within eachrisk area.

For more information about sustainability-related risks,
read more on pages 45—47.

Risk areas and material risks

Operating » Preparations for a new competitive posi-
environment tion following the new Gambling Act.
risks » Confidence in the gaming industry as a

whole continues to decline.

Sustainability We actively work to discover and prevent
risks match-fixing and other irregularities in our
games.

Responsible gaming s still a prioritised
areain preserving high consumer
protectionin the gaming market now
andin future.

Adjustments to our business in order to
operatein all three segments of the new
gaming market.

Manage the challenges related to the
Vegas business.

Business risks

Financial Review of accounting models for new
risks Group structure.

The Group has negligible exposure to
financial risks in general.

Operational Ensure continuous high delivery capacity
risks while simultaneously developing our cus-
tomer offering.

We address the issue of our strategic sup-
ply of skilled employees to ensure a high
level of competitiveness.

Transition of the Group to adapt the busi-
ness to the new Gambling Act.

We work continuously with transaction
monitoring and customer awareness to ful-
filthe AML regulations.

Legal andregulatory
compliance
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Proposed distribution

of profits

The following profit is at the disposal of the Annual General
Meeting:

Non-restricted equity in the Parent Company

SEK
Retained earnings 0
Change in development
expenditure reserves —-38,008,827
Net profit for the year 4,516,185,866
Total 4,478,177,039

The Board of Directors and the CEO propose that the above
amount be distributed as follows:

SEK
To be paid to the shareholder 4,478,100,039
To be carried forward 0
Total 4,478,177,039

The dividend is scheduled for payment immediately after the minutes from the
AGM have been verified.

Statement of the Board on proposed
distribution of profits

Statement of the Board of AB Svenska Spelin accordance
with Chapter 18 Section 4 of the Annual Accounts Act
(2005:551) with reference to the Board'’s proposed distribu-
tion of profits prior to the Company’s AGM on 25 April 2019;

Svenska Spel Annual Report 2018

the Board has proposed that AB Svenska Spel’s profit avail-
able for distribution for the 2018 financial year be distrib-
uted in accordance with the motion made to the AGM.

The proposed profit distribution does not affect AB
Svenska Spel’s restricted equity as shown in the latest bal-
ance sheet. After payment in accordance with the pro-
posed profit distribution, Svenska Spel will have non-re-
stricted equity of SEK 0 (0) and total equity of SEK 78,787,950
(40,779,123), not including changes that occurred after the
balance-sheet date. If changes after the balance-sheet
date are also included, non-restricted equity is affected
by profit for a period of at least four months before pay-
ment of the proposed profit distribution. This means an
increase in non-restricted equity of approximately SEK 1.5
billion (1.5).

The Parent Company’s and the Group’s equity ratio and
liquidity are considered secure because of the nature of
the market in which the Company operates and the strong
cash flow it generates. The Parent Company and the Group
will thus be able to comfortably meet their short and long-
term obligations, even after the proposed profit distribu-
tion. Even taking into account the proposed distribution of
profits, the Parent Company and the Group will be able to
make the necessary investments required for the Parent
Company’s and the Group’s development and continued
success.
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Svenska Spel’s mandate

Pertains to the mandate for Svenska Spel that has applied throughout 2018. On 11 December 2018, the AGM adopted a new
shareholder’s directive for Svenska Spel with a new public policy mandate for parts of the Group.

Svenska Spel must meet customers’ demands for
attractive gaming operations.

The mandate means that the Company must...

provide a wide range of games.

offer the distribution channels in demand by the market.

be at the forefrontin terms of renewal of low risk games.

not drive the development of new game forms with medium or high risk, but
can, after gaining permits, launch products that already exist on the gaming
market if the gaming activities can thereby be moved to a safer and healthier
environment.

Svenska Spel must provide game forms that are
deemed to entail risks of a social nature, within the
framework for social responsibility, when this is
believed to be able to curbillegal gamingin
uncontrolled forms.

actto move gaming from offshore companies and unregulated offshore
operators to Svenska Spel instead, with the aim of reducing problem gambling
insociety.

channel customers to Svenska Spel in a moderate and responsible manner with
commercial aspects held in subordinate importance.

Svenska Spel must be a credible but also
attractive alternative to, firstand
foremost, uncontrolled gaming operations.

show social considerations through tangible action.

be active at all levels in the Company to counteract gambling addiction, fraud
and crime.

offer consistent and tangible responsible gaming for all games based on the
various risks of each game and the individual customer’s gaming behaviour.
clearly communicate responsible gaming to customers and other stakeholders.
as far as possible base its responsible gaming measures on research.

Svenska Spel must take into account social consid-
erations, fraud risks and customer interests in the
development of game forms and in the business
asawhole.

take a leading position regarding responsible gaming.

ensure that consumer protection pervades its entire operations.

offer consistent and tangible responsible gaming for all games based on the
various risks of each game and the individual customer’s gaming behaviour.
take into consideration and prioritise integrity aspects throughout operations.

Svenska Spel will strive to provide a
well-developed service in both urban
andrural areas.

strive to distribute its offering of gaming products and services throughout
Sweden.

ensure that there is a high degree of availability for the Company’s gaming
services.

ensure availability both through retailers in rural and urban areas and through
Svenska Spel’s digital services.

Svenska Spel must focus on social responsibility
inits marketing to avoid being perceived as
excessively intrusive.

observe particular moderation: advertising and other marketing efforts are not
permitted to be intrusive or proactive.

adapt its marketing to the game’srisk level and be restrictive in its marketing of
the riskiest games.

ensure that consumers receive correct, easily accessible and simple
information to facilitate informed decisions regarding their gaming.
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Report on the Company’s measures stemming from the
mandate under the shareholder’s directive adopted

by the 2012 AGM

On 24 April 2012, AB Svenska Spel’'s AGM adopted a share-
holder’s directive for the Company. This directive also states
the owner’s mandate to the Company. Furthermore, this
states that, ahead of the AGM, the Company is to submit a
report to the Government Offices of Sweden detailing the
Company’s measures in connection with Section 1, items a),
b), c], d) and f) as well as clearly stating the Company’s acces-
sibility in line with Section 1, item e).

On11December 2018, the AGM adopted a new sharehold-
er’'s directive for Svenska Spel with a new public policy man-
date for parts of the Group.

The following report concerns the Company’s measures in
connection with the Company’s mandate throughout 2018.

The gaming market is divided into a competitive segment
that primarily includes online casino and betting, a segment
reserved for games for purposes that benefit the public and
primarily include number games and Iotteries, and a seg-
ment that is reserved for the State and includes land-based
casinos and gaming on video lottery terminals. A tax of 18% is
to be charged on gaming. Games for purposes that benefit
the public will be tax exempt also in future. If a player wins
money on an unlicensed gaming site, the winning will be
taxed. 2018 has largely been about restructuring Svenska
Spel for the new gaming market and regulations.

AB Svenska Spel including its subsidiaries hereby submits
the following report ahead of the 2019 AGM.

Svenska Spelis to meet customers’ demands for attractive
gaming operations

The Company'’s possibilities of fulfilling this part of the man-
date depends on which permits under the Swedish Lotteries
Act and Casinos Act that have been applied for by the Com-
pany and granted by the Government. The Company endeav-
ours to provide a broad range of games with developed and
differentiated experiences, and to offer games in the forms
of distribution in demand in the market. Svenska Spel today
offers a variety of game forms that are distributed via retailers
or via digital channels (computers, tablets and mobile
devices). In addition, the Company offers games on VLTs
(Vegas] in restaurants and bingo halls as well as casino games
at four land-based casinos.

The gaming market in Sweden continues to grow on an
average of 3% annually and growth is driven primarily by
online gaming, with mobile devices accounting for the larg-
estincrease. Online casino and live sports betting are the
game forms that are growing the most.

In 2018, the range of online games was expanded to sat-
isfy the customers’ increasing digital presence. Svenska
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Spel’'sinnovation agenda for new game forms is builton a
close dialogue with customers and produced good results
in 2018. Several new products and services were launched
during the year. This is a question of continuous improve-
ments and new products to offer users an even better gam-
ing experience.

In 2018, Svenska Spel expanded its live betting offer for
sports betting. In addition, the Company continued its initia-
tives for an attractive customer offering by developing sys-
tems and services, and a modern IT infrastructure. These lat-
terinitiatives mean increased possibilities for strengthening
responsible gaming, enhancing customers’ gaming experi-
ence and raising cost efficiency.

Foralong time, Svenska Spel has monitored the develop-
ment of online casino. For many years, offshore gaming com-
panies have offered this type of gambling which attracts
about 230,000 consumers in Sweden. Online casino is classi-
fied as a high-risk game and considered to pose significant
risks for gambling problems. Svenska Spel has made the
assessment that this gambling can be offered in a healthier
and safer manner. Ahead of 2019, the Company applied for
and was granted an online casino license. To reduce the risk
associated with online casino, Svenska Spel will not offer
bonuses. Nor will the Company have autoplay, quick spin or
auto refillintegrated in the game.

Svenska Spel follows the proportion of satisfied custom-
ers among those playing with Svenska Spel as well as the
Company’s total market share and shares for individual game
forms. The Company'’s targets and target fulfilmentin terms
of items including meeting customers’ expectations are
reported on pages 24-25 of the Annual Report. The Compa-
ny’s various game forms are detailed on pages 28-33 of the
Annual Report.

Svenska Spelis to provide game forms that are deemed to
entail risks of a social nature, within the framework for social
responsibility, when this is believed to be able to curbillegal
gaming in uncontrolled forms

The essence of this part of the mandate has been about how
well Svenska Spel has channelled gaming with offshore gam-
ing companies and illegal gaming to the Company. Channel-
ling has been defined as moving existing gaming interestto a
regulated, healthier and safer environment. The main purpose
of channelling has been to reduce problem gambling in soci-
ety and the commercial aspect has been of subordinate
importance. Svenska Spel’s channelling has been carried out
in amoderate and responsible manner. Among other things
this means that Svenska Spel’s goal is to always provide bet-
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ter customer protection than the unregulated alternatives
that have been available in the market.

At the same time, the majority of the game forms where
channelling has been relevant have also been relatively
risky. It has not previously been consistent with Svenska
Spel’s mandate, guidelines or permits to market these game
forms in an extensive and proactive manner. Instead, the
success of channelling was built on Svenska Spel having an
attractive customer offering, on responsibility measures
being effective and perceived as positive, and on the
Company being perceived as a professional, safe and
reliable operator.

The selection of slot machines at Casino Cosmopol was
renewed and new Vegas games were launched during the
year. The placement of new video lottery terminals was initi-
ated. In 2018, the new video lottery terminals were tested
and modified before delivery to partners throughout Swe-
den.

As mentioned previously, Svenska Spel has applied for
and been granted a license to organise online casino as of 1
January 2019. Swedish consumers have not previously had an
alternative to the online casinos offered by offshore gaming
companies, and which have been outside the control and
licensing of the Swedish authorities.

To evaluate this part of the mandate, Svenska Spel follows
the development of the proportion of players with gambling
problems in society and, over the year, has also evaluated
the effect of the Company’s responsible gaming measures
on the Company’s customers.

Svenska Spel must be a credible but also attractive alternative
to, first and foremost, uncontrolled gaming operations

This point in the mandate mainly deals with considerations
similar to the two preceding points. In practice, the credibil-
ity requirement means that Svenska Spel must translate the
social protection considerations into tangible actions. Harm-
ful effects in the form of gambling problems, fraud and crimi-
nality are best combated if they are highlighted and become
a natural part of the Company’s decision-making at all levels.
Svenska Spel endeavours to offer a responsible gaming that
is consistent and tangible for all games based on the various
risks for each game of problem gambling and the individual
customer’s gaming behaviour. In addition, responsible gam-
ing must be clearly communicated to Svenska Spel’s custom-
ers and other stakeholders. As far as possible, Svenska Spel’s
tangible measures to combat gambling problems must be
based onresearch. Where relevant research is lacking for the
gaming area, Svenska Spel must stillimplement measures that
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the Company assesses will counter problem gambling.

The Company'’s support of gambling addiction research
has continued through the grants made by Svenska Spel’s
Research Council in aid of research into gambling addiction
and preventive work to counter gambling problems. The
Company collaborates with Lund University and funds Swe-
den’s first professorship in gambling addiction. In 2018,
Svenska Spel’s Board of Directors decided that the Company
should earmark a further SEK 24 million to Svenska Spel’s
Research Council and a further SEK 12.5 million to the gam-
bling professorship through 2022.

To evaluate the mandate to be a credible but also attrac-
tive alternative to uncontrolled gaming operations, Svenska
Spel has the central target that more of Svenska Spel’s cus-
tomers will be aware of their gaming behaviour and make
informed decisions. The Awareness index is a responsible
gaming index and part of the Company’s measurement of
the effects. The Awareness Index is performed quarterly and
monitors whether customers are aware of how they are gam-
bling and if they receive the help they need through the
information and tools Svenska Spel offers.

Svenska Spel takes into account social considerations, fraud
risks and consumer interests in the development of game
forms and in the business as a whole. Svenska Spel should
take aleading position regarding responsible gaming
Customer protection should pervade all operations. Svenska
Spel's responsible gaming will be consistent and tangible for
all games based on the various risks for each game of prob-
lem gambling and the individual customer’s gaming
behaviour. As far as possible, Svenska Spel’s tangible mea-
sures to combat gambling addiction must be based on
research. Where relevant research is lacking for the gaming
area, Svenska Spel must act responsibly. Svenska Spel’s infor-
mation about customers and customers’ playing comprises
sensitive confidential information. This means that the Com-
pany must take into consideration and prioritise integrity
aspects throughout operations and, particularly, in responsi-
ble gaming efforts.

Svenska Spelis already certified under the World Lottery
Association [WLA] and by the European Lotteries, andis a
member of the Swedish Gambling Association [Sper]. The
certifications aim to assure the quality of the foundation and
framework for responsible gaming efforts. Responsible
gaming is constantly being developed, as are the options
for measuring the effects of measures and tools. A key factor
for success in our work to ensure a healthier gaming market
is that the responsible gaming tools that Svenska Spel offers
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the customers are effective and really do lead to less risky
gaming practices.

In 2016, Svenska Spel conducted an evaluation of the Com-
pany’s responsible gaming efforts, which was presentedin a
comprehensive report*. Since then, development initiatives
within the Company are directed toward a more customised
responsible gaming. Itis a question of motivating customers to
use the responsible gaming tool and get support when
needed. Itis also a question of developing methods to work
preventively with customers who signal motivation to alter
their gaming habits, to safeguard the basis of current responsi-
ble gaming efforts and allowing customers who so wish to
take partin more far-reaching responsible gaming. It provides
better opportunities for Svenska Spel to apply the responsible
gaming measures that reduce the risk of gambling problems.

Svenska Spel offers several responsible gaming mea-
sures, including the following: “Spelkoll” [responsible gam-
ing tools] is Svenska Spel’s collective term for all the tools
and services that are available to help customers monitor
and track their gaming habits, impose limits for time and
money and exclude themselves from gaming. Playscan s
Svenska Spel’s tool that signals customers when their gam-
ing behaviour is evolving and starting to become riskier. This
tool was voluntary before for customers. Through various
campaigns, Svenska Spel works to motivate customers to
find and use the tool. To assess the degree of danger with a
game, all games are tested against the Gamgard ** tool and
then modified. Since 1January 2019, Playscan is obligatory for
all of Svenska Spel’s customers.

The new Gambling Act that took effect on 1January 2019
contains requirements that in many aspects correspond to
the responsible gaming measures that Svenska Spel has
already implemented.

In 2017, a number of visits, courses and network meetings
with retailers and partners were carried out in order to,
among other matters, ensure that the partners and the retail-
ers are working to promote responsible gaming sales. As
before, obligatory responsible gaming courses apply for all
employees, retailers, partners and suppliers. During the year,
work commenced to update the courses in compliance with
the requirements in the new gaming regulations. Svenska
Spel’s sports business partners are also given the opportu-
nity to attend a course for all sponsored associations.

Match-fixing is a growing problem and a major threat to
both sports and to gaming companies and their customers.
Svenska Spelis strongly committed to the issue and has for
many years combatted match-fixing through both preventive
measures and in its operating activities.

*The evaluation and report were prepared by Rambéll
Management Consulting.

**See page 120.
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Svenska Spel uses several tools to reduce the risk of
manipulation and match-fixing. Mandatory identification for
all who play, stake restrictions, restrictive selection of
objects and continuous control of all games are examples of
our measures. When Svenska Spel discovers unusual gaming
patterns, all gambling on the match is stopped for analysis
and investigation. If no reasonable explanation for the
unusual gaming pattern can be found, Svenska Spel always
reports the incident to the police so that it can be investi-
gated by the police and prosecutor. The stakes are repaid to
the players.

In 2018, as a preventive measure, Svenska Spel decided to
eliminate gaming on a total of five teams in football’s division
one and two, and one team in Superettan from the selection.
This was done on the precautionary principle in the event of
suspected match-fixing.

Svenska Spel finances a position at the Swedish Sports
Confederation in an effort to reach out to all sports organisa-
tions with preventive information about match-fixing.
Together with the Swedish Sports Confederation, Svenska
Spelalso introduced a function to which whistle-blowers
can turn to report suspected manipulated sports events.

In 2018, Svenska Spel together with the Swedish Sports
Confederation and Svensk Elitfotboll (the Swedish Elite Foot-
ball Association) arranged several courses, lectures and
seminars about the risks of match-fixing for Swedish elite
and youth athletes. Among other things, all players from the
38 participating clubs in the 2018 Gothia Cup SEF Trophy
received training and information about the risks of
match-fixing.

Athletes, trainers and coaches are a risk group in terms of
developing gambling problems. Gambling problems and
gambling debts can increase the risk of falling into the hands
of match fixers. Consequently, together with Svensk Elitfot-
boll (the Swedish Elite Football Association], Svenska Spel
designed the interactive course “Spelandets baksida” [“The
other side of gambling”] that is particularly for athletes. The
Company is also a member of national and international anti-
match-fixing networks, and teaches also retailers and busi-
ness partners about responsible gaming tools and match-
fixing-related problems.

Svenska Spel’s subsidiary Casino Cosmopol conducts
dialogues with all casino customers who are interested or
who show signs of not dealing well with their gaming. Regu-
lar dialogues are also conducted with young casino custom-
ers between the ages of 20 and 24 who made 15 or more vis-
its within a three-month period and all other customers who
visited the casino more than 20 times on a monthly basis. In
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2019, the limit will be lowered to more than 17 timeson a
monthly basis. Svenska Spel’s and Casino Cosmopol’s
employees receive continuous training in motivational dis-
cussion techniques with tutors. Casino Cosmopol has also
created an interactive course in motivational dialogues.

In 2017 and 2018, Svenska Spel conducted a pilot project,
“Proactive dialogues”, aimed at phoning primarily Vegas and
sports games customers who showed signs of risky gaming
behaviour. The project was highly successful and proactive
dialogues will be a natural part of Svenska Spel’s customised
responsible gaming as of 2019.

In November 2018, the Swedish Gambling Authority
decided in aregulatory issue that Casino Cosmopol had
failed in its work to counteract money laundering and terror-
ist financing and imposed a sanction charge of SEK 8 million.
Casino Cosmopol chose to appeal the Swedish Gambling
Authority’s decision with the motivation that it cannot be
considered correct to impose a sanction charge when clear
provisions and guidance from the Swedish Gambling
Authority is lacking. Regardless of the outcome of the
appeal, Casino Cosmopol will continue to develop and rein-
force its preventive anti-money laundering efforts in 2019.

Svenska Spel will strive to provide a well-developed service
inboth urban and rural areas

Svenska Spel will strive to distribute its offering of gaming
services throughout Sweden. A well-developed service
means, among other things, Svenska Spel ensuring that there
is a high degree of accessibility for the Company’s gaming
services. Availability is ensured both through retailers in rural
and urban areas and through Svenska Spel’s digital services.
The distribution of gaming services should also be viewed as
a key element of a greater public service that provides the
necessary conditions for regional growth and reasonable liv-
ing standards in rural areas and the countryside.

Svenska Spel is currently represented by about 5,000
gaming and lottery retailers across the country and about
1,500 business partners at restaurants and bingo halls. Evenin
comparison with other public services, such as chemists,
post offices and off-licences, accessibility is extremely
good. Svenska Spel continuously follows up its presence in
rural areas and, for a number of years, has had lower turnover
requirements for its retailers in these areas. As regards
restaurant business partners, the number of sales locations is
governed partly by permits from the local municipality and
the applicable turnover rules for offering Vegas VLT games,
which are set by the Swedish Gambling Authority. Casino
games at land-based casinos are available in Gothenburg,
Malmé, Stockholm and Sundsvall. The casinos are open
seven days a week with opening hours of between 12 and 16
hours.
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Svenska Spel must focus on social responsibility in its market-
ing to avoid being perceived as excessively intrusive

The Company’s marketing is adapted to the game’s risk level.
This means that Svenska Spel is to be particularly restrictive in
its marketing of the riskiest games. Marketing should be
founded on the principle of informed decisions. This means
that consumers are entitled to receive correct, easily accessi-
ble and easily understood information to facilitate informed
choices regarding their gaming. The challenge for Svenska
Spelis that total game advertising in the Swedish market has
increased substantially since the start of the century, and par-
ticularly over the last four years. In 2018, gaming advertise-
ments for a record value of SEK 7.4 billion were purchased that
targeted the Swedish market — an increase of 34% compared
with 2017 and more than five times that of 2010.

Svenska Spel’s marketing must not resultin an increase in
social problems related to gaming. To ensure this, the Com-
pany continuously measures the problems that gaming is at
risk of creating based on products and distribution channels.

The new Gambling Act took effect as of 1January 2019. As
earlier, it stipulates the requirement for moderate marketing
of games and that marketing may not particularly target chil-
dren and young people under the age of 18 or directly target
a player who has excluded himself from gambling.

The overriding requirements governing Svenska Spel’s
marketing have up to anincluding 2018 been set out in the
conditions for the Company’s gaming permits and the Swed-
ish Gambling Authority’s separate conditions for marketing.

The conditions require, among other things, that Svenska
Spel’s marketing of games to consumers should observe
particular moderation and that advertising and other market-
ing measures are not permitted to be intrusive or proactive.
Svenska Spel’s marketing is moderate and restrictive. An
internal Ethical Council has had an advisory capacity while
the Group has ensured that marketing has been moderate
and complied with the industry’s and the Company’s gover-
nance documents. In addition to the requirements from the
Swedish Gambling Authority, Svenska Spel also follows the
Swedish Gambling Association’s (Sper) guidelines for
responsible gaming.

To evaluate that the Company has a direction that is
socially responsible, Svenska Spel follows trends including
the proportion of Sweden’s population that perceive
Svenska Spel as aleader in responsible gaming. In addition,
Svenska Spel measures the Company'’s share of game mar-
keting in Sweden - for all games together and by risk level.

Svenska Spel Annual Report 2018
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Corporate Governance

Report

Svenska Spel is a Swedish limited liability company owned by the Swedish State.
The administration of Svenska Spel is handled by the Unit for State-Owned
Companies within the Ministry of Enterprise and Innovation.

State-owned companies are subject to the same legislation
as private companies, such as the Swedish Companies Act,
the Annual Accounts Act and the Accounting Act. Companies
active in certain industries may also be subject to special leg-
islation. The particular regulations governing Svenska Spel’s
operations have up to and including 2018 included the Swed-
ish Lotteries Act, the Casinos Act and the permits issued by
the Government under these acts as well as ordinances, pro-
visions and conditions set out by the Swedish Gambling
Authority. As of 1January 2019, new gambling regulations
apply in the form of the Gambling Act, the Gambling Ordi-
nance and regulations and general advice issued by the
Swedish Gambling Authority.

The licences that the Government grants for the Svenska
Spel Group’s operations effective through 2018 are outlined
on page 52. The licenses are available on the Company'’s
website under the heading om.svenskaspel.se. The Swedish
Gambling Authority is the license and regulatory authority
for the gaming industry as of 2019.

In the state’s ownership policy and guidelines for state-
owned companies, the Government sets forth key issues of
principle regarding corporate governance of state-owned
companies. This includes, among other principles, that the
Swedish Code of Corporate Governance must be applied.

Structure for governance at Svenska Spel

8

External

Board of Directors

audit

Nomination process
State ownership policy

Internal
audit

Remuneration

Committee
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0 Principles underlying corporate governance
In addition to what accrues from legislation or other ordi-
nance, the following principles apply to corporate gover-
nance at Svenska Spel:

STATE OWNERSHIP POLICY

Svenska Spel follows the state’s ownership policy and guide-
lines for state-owned companies 2017 [Ownership Policy). The
Ownership Policy is available at the Government’s website,
regeringen.se. Corporate governance of state-owned com-
panies is stated in the Ownership Policy. A key aspect of gov-
ernance is that the Swedish Code of Corporate Governance
[the “Code”) must be applied in State majority-owned com-
panies. In certain issues, the Government justifies deviations
from the Code, in compliance with the Code’s principle of
“comply or explain”. Examples of such deviations are the
Code’s provisions regarding the preparation of decisions
concerning the nomination of the Board and auditors. The
Codeis available at the Swedish Corporate Governance
Board’s website, bolagsstyrning.se.

Guidelines for remuneration and other the terms and
conditions of employment for senior executives

Part of the Ownership Policy deals with guidelines underly-
ing remuneration and other the terms and conditions of
employment for senior executives in state-owned compa-
nies. According to the Ownership Policy, the Board of Direc-
tors in state-owned companies, just as in listed companies,
proposes guidelines for the remuneration of senior execu-
tives for approval, which are compatible with Government
guidelines. Svenska Spel’'s AGM, and the AGMs of the subsid-
iaries, approved the guidelines for the remuneration of
senior executives. Svenska Spel applies these guidelines,
which are available at Svenska Spel’s website under the
heading om.svenskaspel.se.

OWNER’S MANDATE

In conjunction with the EGM on 11 December 2018, the share-
holder resolved on a new shareholder’s directive to replace
the former shareholder’s directive from 2012. The sharehold-
er's directive includes the owner’s mandate for the Company
and applies until such time as the AGM resolves otherwise.
Information on the content of the shareholder’s mandate for

Corporate Governance
Report

Welcome to Svenska Spel’s 2019 Annual General Meeting [AGM)
which will be held on 25 April in Visby.

Svenska Spel is available at Svenska Spel’s website under the
heading om.svenskaspel.se.

Articles of Association
In conjunction with the EGM on 11 December 2018, the share-
holder resolved on a new Articles of Association whereby the
object of the Company’s operations was amended. The
objective of the Company’s operations is formulated in accor-
dance with the Riksdag'’s resolution on 7 June 2018 to adopt
Government Bill 2017/18:220 A re-regulated gambling market.
In addition to the stipulations of the Swedish Companies
Act, the Articles of Association do not include any particular
stipulations concerning the appointment or dismissal of
Board member or amendments to the Articles of Association.

Board Nomination Process

The preparation of resolutions for the nomination of Board

members of state-owned companies is conducted in line with

the principles described in the Ownership Policy. For compa-
nies that do not have shares traded on a regulated market,
these principles replace the rules under the Code. Instead,
under the Ownership Policy, the following principles apply:

» The nomination process under the Government Offices of
Sweden is coordinated by the Ministry of Enterprise and
Innovation.

» Foreach company, competence needs are analysed based
on the company’s operations, current situation and future
challenges, the boards’ composition and evaluations.

» The Government Offices of Sweden’s work with the board
nomination process also includes regular self-evaluation of
all state-owned company boards.

» Any recruitment needs are established and the recruitment
process commences.

» The selection of directors is made from a broad recruitment
base.

» The process is concluded through announcement of
nominees pursuant to the Code.

Deviations from the Code

Svenska Spel applies the Code with the deviations listed below.

Code regulation Deviation

Explanation/comment

Section 2.1-2.7 The Company is to have a nomi-
nation committee that represents the Compa-
ny’s shareholder.

of the Code.

No nomination commit-
tee has been established
assetoutinrules2.1-2.7

The Board nomination processis run and coordinated by the Minis-
try of Enterprise and Innovation in accordance with the State own-
ership policy.

Rule 10.2 The Corporate Governance Report
must include information on whether or not the
Board members are independentin their rela-
tionship to the Company, executive manage-

ment and major shareholders, respectively. notreported.

The dependency rela-
tionship to the Company,
executive management
and major shareholdersis

The ownership policy of the State specifies that in enterprises
wholly owned by the State, the information about the proposed
directors specified in the Code, except forinformation about
independence, must be published.

Rule 8.2 Annual evaluation of the chief execu-
tive officer
officer was not per-
formedin 2018.

An evaluation of the work
of the chief executive

The Company’s former President and CEO Lennart Kéll left the Com-
pany on 19 July 2018. The Company’s new President and CEO Patrik
Hofbauer assumed the role on1December 2018. Consequently, the
basis for an evaluation was insufficient.
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Annual General Meeting

In accordance with the Articles of Association, Members of
Parliament are entitled to attend the Annual General Meeting
(AGM). The Ownership Policy states that the public should be
invited to attend the AGM and all state-owned companies
should make some form of arrangement that offers the public
the opportunity to present questions to the Board and exec-
utive management.

According to the Ownership Policy, the report that the
Board submits at the AGM regarding the application of previ-
ously decided guidelines for the remuneration of senior
executives should also encompass subsidiaries.

The 2018 AGM was held in Visby and was open to the gen-
eral public. Allmembers of the Board except Fredrik Ahlberg,
Carina Olson and Eva-Britt Gustafsson attended the 2018
AGM. On 11 December 2018, an Extraordinary General Meet-
ing (EGM] was held in Solna at which the owner resolved on
amended corporate governance and new shareholder’s
directive for the Company.

Board of Directors

SIZE AND COMPOSITION OF THE BOARD
The Articles of Association specify that the Board is to com-
prise not less than three and not more than ten directors
appointed by the AGM.

Also, pursuant to the Swedish Act on Board Representa-
tion employees in the private sector are entitled to appoint
three Board members and three deputies. According to the
Ownership Policy, the number of Board members should nor-
mally be six to eight persons, with a desired gender distri-
bution of at least 40%. The Board currently consists of seven
members elected by the AGM, including the Chairman.

Of these, three are women and four are men. In addition,
the Board currently has one member and three deputy mem-
bers appointed by the employee organisations. None of the
Board members elected by the AGM work as executivesin
the Company or as executives in the Company’s subsidiaries.
The CEO is not a Board member but attends Board meetings.

BOARD MEMBERS

Erik Strand [Chairman of the Board), Johan Strid, Fredrik Ahl-
berg, Eva-Britt Gustafsson, Héléne Westholm and Eivor
Andersson were re-elected Board members at the 2018 AGM.
Lars Nilsson was elected as a new Board member.

Details including each Board member’s age, education,
primary occupational experience, and other significant
appointments outside the Company as well as the date the
member was elected to the Board of Svenska Spel are pre-
sented on page 75. Information regarding remuneration to
the Board members decided by the 2018 AGM is presented
on page 91, Note 3.

THE BOARD’S WORK PROCEDURES

The work of the Board is documented in the Board'’s rules of
procedure, which are reviewed and set at least once annu-
ally. The division of skillsamong Board members,

Board committees, Chairman of the Board, CEO and internal
audit are expressed in the Board’s rules of procedure and in
the Board'’s instructions to the CEO and to the internal auditor.

70

Board committees

The Board has set up three committees among its members:
an Audit Committee, a Remuneration Committee and a Project
Committee.

Audit Committee

The complete tasks of the Audit Committee are shown in
Chap. 8, Section 49 b of the Swedish Companies Act. The
Audit Committee comprises three members who are annually
elected by the Board. Since the statutory meeting in April
2018, the Committee members have been Eva-Britt Gustafsson
(Chairman), Héléne Westholm and Lars Nilsson. In addition,
one of the employee representatives is entitled to attend
and participate in the Committee’s meetings. The Audit Com-
mittee prepares the direction and budget for the internal
audit, but the decision is made by the Board. The Board has
delegated its right of decision to the Audit Committee for the
establishment of guidelines for the non-auditing assignments
that the Company may procure from the Company’s external
auditors, and the appointment of internal auditors. The Com-
pany’s internal and external auditors take part in meetings of
the Audit Committee, thus contributing to coordination
between the internal and external auditing work. The Compa-
ny’s CFO also attends the Committee’s meetings to present
reports, and they are also attended by the Company’s Board
Secretary. The Audit Committee reports after each meeting to
the entire Board. During 2018, the Audit Committee held seven
meetings. The attendance of members at Committee meet-
ingsis presented on page 71.

Remuneration Committee
The main tasks of the Remuneration Committee are set outin
the Board'’s rules of procedure, which comply with the Code.
After the AGM, the Committee comprises three members
who are annually elected by the Board. Since the statutory
meeting in April 2018, the Committee members have been Erik
Strand [Chairman), Eivor Andersson and Héléne Westholm.
The CEO, HR Director and the Board Secretary also attend. In
addition, one of the employee representatives is entitled to
attend and participate in the Committee’s meetings. The
Board has not delegated any right of decision to the Remu-
neration Committee.

In 2018, the Remuneration Committee met on four occa-
sions. The attendance of members at Committee meetings is
presented on page 71.

Project Committee

The Board has set up a Project Committee among its members
in order to address issues that concern the Group’s subsidiar-
ies and business areas. The main tasks of the Committee are
set outin the Board’s rules of procedure. The Committee com-
prises four members who are annually elected by the Board.
Since the statutory meeting in April 2018, the Project Commit-
tee members have been Erik Strand (Chairman], Eivor Anders-
son, Johan Strid and Fredrik Ahlberg. The Board has not dele-
gated any right of decision to the Committee. The Project
Committee members perform their duties by participating in
meetings of the subsidiary’s board or advisory board of
which the member is part.

e CEO

The CEO’s relevant details are shown on page 92.
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Work of the Board in 2018

In 2018, the Board held thirteen (13) meetings and one strategy seminar. The Board’s
work has primarily focused on the Group’s strategic direction today and, following
the re-regulation of the Swedish gaming market, the Group’s transition to the new
gaming market and the associated risks, the application for licenses as of 2019,
investments, governance of the Group and recruitment of a new president. The
Board has conducted an evaluation of the work of the Board and, in accordance
with the Ownership Policy, informed the Government Offices of Sweden of the
results. The Board was assisted by the Board Secretary. Attendance at Board meet-
ingsis shownin the table below.

Year-end report

Annual report and Sustainability Report

Report to the Government on measures to ensure
the social protection considerations

Proposed guidelines for remuneration and other
the terms and conditions of employment for
Interim report Q3 senior executives

Business plan and budget Notification of Annual General Meeting

Time and place of the AGM Internal auditor’s annual report and instructions
Follow-up and establishment of the forinternal auditing

Group’s governing policies Policy for internal governance

Internal audit plan, first half of the year Shareholder’s directive subsidiaries

Compliance functioninstructions
Notification of Extraordinary General
Meeting

Transfer of operations

The Group’s transition to a new gaming
market

Interimreport Q1

Statutory meeting

Board's rules of procedure and CEO instruction
Risk analysis

Strategy seminar

The Group’s sustainability efforts

Follow-up of the work of the Board Internal audit plan, second half of the year
Continued financing of Svenska Spel’'s Research Application for license for the

Council and professorship at Lund University Group’s operations as of 2019

Sponsorship strategy Recruitment of new president

The Group’s transition to a new gaming market The Group’s transition to a new gaming market

Interim report Q2

ATTENDANCE

Audit Committee Remuneration Committee Board meetings
Erik Strand, Board Chairman — 4/4 13/13
Eivor Andersson, Board member — 4/4 12/13
Eva-Britt Gustafsson, Board member 7/7 — 1/13
Lars Nilsson, Board member 3/7 — 6/13
Johan Strid, Board member 2/7 — 113
Héléne Westholm, Board member 7/7 4/4 13/13
Fredrik Ahlberg, Board member 3/7 — 1/13
Martina Ravn, Board member, employee rep. 5/7 — 13/13
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Internal controls concerning financial reporting

Pursuant to the Swedish Companies Act and the Code, the Board is responsible for
ensuring that the Company applies favourable internal control and formal routines that
ensure that the set principles for financial reporting and internal control are observed.

Responsibility also includes ensuring that the Company’s
financial reports are drawn up in compliance with legislation,
applicable accounting standards and other external require-
ments. Svenska Spel describes the internal controlin the
areas: control environment, risk assessment, control activi-
ties, information and communication, as well as follow-up.

Q Control environment

The control environment is the basis for the internal control.
The organisation, decision-making channels, authorisations
and responsibility are documented in governance docu-
ments. Values and a code of conduct define the ethical and
moral policies that apply at Svenska Spel.

Each year, the Board sets up the following governance
documents that combine with legislation and other regula-
tions to form the platform for good internal control in respect
of financial reporting.

» Policy forinternal governance and control

» Work procedures for the Board

» Work procedures for the Audit Committee

» The Board's instructions for the CEO

Instructions for internal auditing

» Risk management policy

» Finance policy

» Guidelines for attestation and payment

» Code of conduct

» Employee and work environment policy

» Environment policy

» Policy for measures to counter money laundering and ter-
rorist financing.

» Responsible gaming policy

Sponsorship policy

» Group security policy

~

Svenska Spel structures the work of internal governance and
control in accordance with the principle of multiple levels of
responsibility whereby each level has a defined responsibil-
ity and whereby they jointly contribute to the Group achiev-
ing its goals through compliance with the internal gover-
nance and control processes.

Risk assessment

Taking a structured approach to risks and risk management
enables Svenska Spel to contribute to sound internal control.
The accounts department performs continuous financial risk
assessments and identifies and measures any need for
improvement measures to ensure the quality of financial
reporting. The Board assesses and monitors risks and the
quality of financial reporting through the Audit Committee.

Any risks in the financial reporting are discussed annually
in the Audit Committee in dialogue with the Company’s
external auditors.

Based on a compiled assessment, decisions are made
concerning which risks are significant, which areas the Audit
Committee wants to review in detail and what possible
actions must be taken to ensure sound internal control.

Control activities

Each manager is responsible for the establishment of relevant
control activities within the operation’s processes and proce-
dures to ensure that the operation’s risks are managed in an
appropriate manner. This involves general and more overrid-
ing activities, such as process descriptions, the delegation of
roles and responsibility, attestation procedures, reconcilia-
tions and follow-ups, and area-specific controls and/or sys-
tem controls. Svenska Spel’s processes related to the finan-
cial reporting encompass risk assessment, process

PART OF OPERATIONS

Ist line of responsibility
L3

Operations

management

Responsible for maintaining sound inter-

nal control and risk management

compliance efforts

2nd line of responsibility

Risk and compliance

Responsible for supplying adequate
tools, assessing and supporting the
operationsin its risk management and

3rd line of responsibility

Internal audit

Responsible for conducting anindepen-
dentreview to evaluate internal control
within the operations in order to ensure
that it functions satisfactorily
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description, roles and responsibility and the controls that are
established to manage identified risks. The processes and
procedures are continuously evaluated and adapted with
the aim of corresponding to the applicable regulatory frame-
work in the form of generally accepted accounting princi-
ples, the applicable laws and regulations, as well as other
external requirements.

The joint Group accounting function prepares the consoli-
dated financial statements and financial reporting. This work
includes built-in control activities to manage the risk of incor-
rect accounting of income-statement and balance-sheet
items.

Information and communication

Governing documents in the form of policies, guidelines and
instructions, which are of significance in the financial report-
ing are available on Svenska Spel’s intranet. Each manager is
responsible for ensuring that the information used in day-to-
day work is correct and that the information used to insure
the operations’ internal controls are quality assured. The man-
agerisresponsible for ensuring that employees are aware of
and comply with the processes and procedures established
in the operations. The induction of new employees includes
presenting the Group’s governing policies and showing
where these are available. Significant financial information is
only handled by authorised personnel and clear rules are in
place for what to publish and when.

Follow-up

Each manager is responsible for ensuring that follow-up is
conducted as a part of the day-to-day work. Each control
functionis responsible for planning, conducting and report-
ing follow-ups of their areas of responsibility. The follow-up is
intended to ensure that the operations comply with guide-
lines and requirements and that significant deviations are
identified, reported and rectified.

Svenska Spel Annual Report 2018
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The Group has a Group-wide controller function that is
responsible for Group-wide control, processes and
follow-up.

Each business area has a designated controller thatis a
member of the business management.

The Group-wide controller function ensures that fol-
low-ups are conducted in terms of targets, budgets, fore-
casts and previous reporting periods. Key indicators are
reviewed and calculations are followed up. In-depth analy-
ses are performed on recognised figures and results and
delivered in the form of a compiled monthly report divided
by unit and including comments. The reportis delivered to
management and supervisors, and selected sections are
delivered to the Board. The Board is provided with financial
information in conjunction with each Board meeting and in
the monthly report from the CEO. The Board also has access
to monthly financial reporting through a special Board portal.
Detailed financial reporting is not shared between each
business area.

At Svenska Spel’s Board meeting in December, the CEO
presented to the Board, in writing, the reviews that were
conducted on the Group'’s policies in the past year. The
Group’s legal department is responsible for coordinating
the annual report to the Board. The unit that is responsible for
apolicy is also responsible for ensuring compliance with it
and that the reporting indicates whether there have been
any significant deviations.

Svenska Spel has an internal audit function that reports
directly to the Board’s Audit Committee. The internal audit
assists the Board and CEO with independent and objective
surveys aimed at proposing actions and improvement pro-
grammes. The function supports the Group’s other units in
achieving their goals by evaluating process effectiveness
for control and risk identification.
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Board of Directors Left to right: Peter Andersson, Hélene Westholm (stepped down 31 January 2019),
Mikael Gustafsson, Fredrik Ahlberg, Eva-Britt Gustafsson, Erik Strand, Urban Sahlin, Eivor Andersson,
Johan Strid and Lars Nilsson.
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Board of Directors

Erik Strand
Chairman of the Board

Position: CEO Praktikertjénst

Education: Physical educa-
tion teacher, Market Econo-
mist INSEAD

Elected: 2016
Born: 1951

Other commissions: Chair-
man, Samhall AB, Chairman
for subsidiaries within the
Praktikertjanst Group, Board
member, Lillsveds gymnas-
tik- ochidrottsfolkhdgskola.

Background: Secretary Gen-
eral at the Swedish Sports
Confederation, CEO Memira
Holding, CEO Poolia, Group
management SAS, founder
and CEO Ticket Travel
Agency.

Héléne Westholm
Board member

Position: Investment Man-
ager, The Ministry of Enter-
prise and Innovation

Education: MSc (Econ].
Elected: 2014
Born: 1971

Other commissions: Board
member, AB Svensk Bil-
provning.

Background: Project Man-
agerin Corporate Finance at
Erik Penser Bankaktiebolag,
Investment Manager at
Nordstjernan AB and opera-
tive roles at companies
including TeliaSonera AB
and Unilever Sverige AB.

Eivor Andersson
Board member

Position: Own business

Education: Market econo-
mist, IHM Business School

Elected: 2016
Born: 1961

Other commissions: Board
member Skistar AB.

Background: CEO TUI Nordic,
CEO Coop Marketing,

CEO Ving Sweden AB and
Thomas Cook Sweden AB,
Marketing Director Ving.

Fredrik Ahlberg

Board member
Position: Own business

Education: MSc [Engineer-
ing), Royal Institute of Tech-
nology, MBA, INSEAD

Elected: 2016
Born:1971

Other commissions: Chair-
man, Board Springworks AB
and Chairman, Virtusize AB.

Background: SVP Studios
Kind, Head of Expansion,
Europe at eBay, CEO Tradera,
Country ManagerTele2in
the Czech Republic.

Deputy members

Peter Andersson
Employee representative
[Deputy Board member]

Position: IT strategist,
Svenska Spel, Visby.

Born:1973

Mikael Gustafsson
Employee representative
(Deputy Board member)

Position: Head Brush,
Casino Cosmopol AB,
Gothenburg.

Born:1983
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Eva-Britt Gustafsson
Board member

Position: Acting Director
General of the Public Health
Agency of Sweden

Education: MSc (Econ].
Elected: 2008
Born:1950

Other commissions: Board
member,

the Public Health Agency of
Sweden, Board member of
the National Government
Service Center.

Background: Chairman, Aka-
demiska Hus AB,

CEO, Apoteksgruppeni
Sverige AB;

President, Venantius AB;
Bank Director, Nordbanken
[Nordea) and Vice Presi-
dent, Securum Finans AB.

Martina Ravn
Employee representative
(Board member)

Position: Risk
Manager

Education: Master’s degree
IT Economics, Gotland Uni-
versity

Born:1972
Other commissions: —

Background: Risk Manager
and business developer,
2010-2012; Process Man-
ager, Poker, Svenska Spel,
2008-2010; Poker operator,
Svenska Spel, 2006-2008.

Urban Sahlin
Employee representative
(Deputy Board member]

Position: Shift Manager,
Casino Cosmopol AB,
Stockholm.

Born: 1968

Lars Nilsson
Board member

Position: Own business
Education: MSc (Econ].
Elected: 2018

Born:1956

Other commissions: Board
member, Bygg Hemma
Group First AB, Board mem-
ber Apoteket AB.

Background: CFO Nordic
Cinema Group, CFO and
deputy CEO Tele2 AB, CFO
and deputy CEO Axfood AB,
CFO Fritidsresegruppen,
CEO Aros Fondkommission
and Senior EVP, Head of
Finance and Business Con-
trol ABB Financial Services.

Board of Directors

Johan Strid
Board member

Position: Secretary General
of Swedish Parasport Feder-
ation and the Swedish
Paralympics Committee

Education: BSc,
Political Sciences,
Stockholm University

Elected: 2016
Born: 1969

Other commissions: Board
member, Red Cross.

Background: Partner, Askus
Consulting AB; Secretary
General, Scouts.
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Management: Left to right: Joakim Moérnefalt, Maria Z Furenmo, Patrik Hofbauer [President and CEO],
Per Jaldung, Kristina Askstedt, Marie Loob, Fredrik Wastenson and Jérgen Olofsson.
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Management

Patrik Hofbauer
President and CEO

Born: 1968

Education: DIHM Market economist,
IHM Business School, Master IHM
Business School and courses at
INSEAD and London Business School

Employed: 2018

Other commissions: Board members
and member of the Operational
Board, the Confederation of Swed-
ish Enterprise; Board member NSHT
Media Group, Norway: Board mem-
ber Telenor Broadcast, Norway.

Background: CEO Telenor Sverige AB
2014-2018, SVP & CEO Telenor Broad-
cast Holding 2011-2014, CEO Clear
Channel Sverige AB 2009-2010, CEO
Canal Digital Sverige AB2005-2009,
CEO NEC Scandinavia AB1999-2004,
and Sales Manager Scandic Hotels
Sverige AB1995-1998.

Jérgen Olofsson
Manager of IT

Born: 1965

Education: Graduate engineer, Royal
Institute of Technology; Manage-
ment education, Swedish Tax
Agency

Employed: 2007

Other commissions: Board
member of Férsakringskassan (the
Swedish Social Insurance Agency).

Background: Positions at Svenska
Spel: Head of Production Operating
Area 2009-2011, IT Operations Man-
ager, Svenska Spel, 2007-2009. Pre-
vious positions: Development Man-
ager, Swedish Tax Agency,
2005-2007, various management
positions Swedish Tax Agency, IT,
1998-2004.
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Marie Loob
CFO and Executive
Vice President

Born:1963

Education: MSc (Econ], Orebro Uni-
versity

Employed: 1997

Other commissions: Chairman,
Regioninvest AB and Board member
Swedish Gambling Association
(Sper].

Background: Positions at Svenska
Spel: Acting President/CEO Svenska
Spel, autumn 2018; Sales Manager,
Internet, 2009-2010; Manager, Asso-
ciations business area, 2006-2009;
Financial Manager 2005-2006;
Accounting Manager, 1997-2005.
Previous positions: Economist and
teacher at Humanus Utbildning AB,
1996-1997 and Administrative Man-
ager/Controller, Visby Hospital,
1989-1996.

PerJaldung

Manager Business Area

Casino Cosmopol & Vegas and CEO
of Casino Cosmopol AB

Born: 1967

Education: Police senior manage-
ment training, Swedish Police Col-
lege, Legal studies at Uppsala
University

Employed: 2002

Other commissions: Chairman, Euro-
pean Casino Association.

Background: Positions at Svenska
Spel: Manager, Casino business area
since 2008; Casino Manager, Casino
Cosmopol Gothenburg, 2005-2008;
Security Manager, Casino Cosmopol
Stockholm, 2002-2005. Previous
positions: Swedish Criminal Investi-
gation Department, 1995-2002 and
Stockholm County Police Authority,
1991-1995.

Maria Z Furenmo
HR Director

Born: 1964

Education: Bachelor of arts in Human
Resource and Organisation, major-
ing in business economics, Univer-
sity of Stockholm.

Employed: 2016

Other commissions: Board
member of Agile People Sweden.

Background: Chief People Officer at
Evolution Gaming Group 2016, Talent
Management Consultant at Stardust
Consulting 2015, Human Resource
Director NetEnt 2011-2015, Vice Presi-
dent Human Resources Sweden
Outokumpu Stainless AB 2009-2011,
Human Resource Manager Nordnet
AB2005-2009.

Joakim Mornefilt
Communication
Director

Born: 1964

Education: Marketing, Business
administration, Vaxjé University

Employed: 2017

Other commissions: Board
member Lernia AB.

Background: Executive Director
National Geographic Society
Europe 2012-2016, Communication
Director ManpowerGroup Sweden
2003-2012, Head of Global Brand
Strategy and Creative Manpower
Group Global 2008-2011, Marketing
Manager Manpower 2001-2003. Pre-
vious positions: Country Managet,
Zoovillage, Marketing Manager, IC
Jeans and Clothes.

Management

Fredrik Wastenson

Manager Business Area Sport &
Casino and CEO Svenska Spel Sport
& Casino AB

Born: 1966

Education: MSC in Industrial Engi-
neering and Management, Institute
of Technology at Linképing Univer-
sity

Employed: 2013
Other commissions:—

Background: VP Sales & Marketing
Hunkydory AB2009-2013, CEO and
founder Mookie AB2007-2009, CEO
Prodacapo AB2004-2007, Founder
and eventually MD Halogen AB
1999-2004.

Kristina Askstedt
Manager Business area Tur

Born: 1966

Education: Bachelor of artsin Human
Resource and Organisation, Univer-
sity of Stockholm

Employed: 2014
Other commissions:—

Background: Business Area Manager
Windows, Microsoft Central and
Eastern Europe HQ, 2012—-2014, Oper-
ational Manager and Marketing
Director, Microsoft AB, 2008-2012,
Director of Sales Public Sector, Mic-
rosoft AB,2006-2008.
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Group

Consolidated statement of
comprehensive income

1January-31December

SEK million Note 2018 2017
Gross gaming revenue 2 8,784 8,980
Other revenue 2 297 268
Direct costs in gaming operations, etc. -1,300 —-1,475
Netrevenues from gaming operations, etc. 7,780 1,774
Capitalised work for own account 32 17
Employee expenses 3 -1,146 -1,095
Other external expenses 4,21 -1,893 -1,764
Amortisation, depreciation and impairment of

intangible assets and property, plant and equipment 7,8 —248 -226
Operating profit 4,525 4,705

Profit on financial investments

Interest and other financialincome 5 14 8
Interest expense and other financial costs 5 -17 -9
Total financial items -3 -1
Profit after financial items 4,522 4,705
Tax 6 0 4
INCOME FOR THE YEAR 4,522 4,709

Other comprehensive income - -

TOTAL COMPREHENSIVE INCOME 4,522 4,709

Attributable to equity holders of the Parent Company 4,522 4,709

Earnings per share
Number of shares 15 2,000 2,000
Earnings per share, SEK 000s 15 2,261 2,354
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Financial statements

Group

Balance sheet

SEK million Note 31Dec 2018 31Dec 2017
ASSETS

Non-current assets

Intangible assets 7 159 156
Property, plant and equipment 8 796 842
Financial assets 9,10 1,370 1,520
Total non-current assets 2,325 2,518
Current assets

Trade receivables 9,10,1 314 323
Set off, National Debt Office 9,10, 23 1,150 1,150
Other current receivables 9,10,1 356 303
Prepaid expenses and accrued income 12 192 177
Current investments 9,10 17 442
Cash and cash equivalents 9,10,13 3,732 3,517
Total current assets 5,861 5,913
TOTAL ASSETS 8,185 8,431

EQUITY AND LIABILITIES

Equity 14

Share capital 0 0
Reserves 0 0
Retained earnings 4,583 4,752
Total equity 4,583 4,752

Non-current liabilities

Unpaid winnings 9,10,16 1,173 1,240
Other non-current liabilities 9,10,17 10 10
Total non-current liabilities 1,183 1,249

Current liabilities

Trade payables 9,10,18 225 176
Unpaid winnings 9,10,16 624 647
Settlement fund 9,10,19 — 126
Funded winnings 9,10,19 781 822
Other current liabilities 9,10,18 461 371
Accrued expenses and deferred income 20 329 287
Total current liabilities 2,420 2,430
Total liabilities 3,603 3,679
TOTAL EQUITY AND LIABILITIES 8,185 8,431
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Group

Cash-flow statement

1January-31December

SEK million Note 2018 2017

Operating activities
Net profit for the year 4,522 4,709
Adjustments for non-cash items

Amortisation, depreciation and impairment

of intangible assets and property, plant and equipment 7,8 248 226
Proceeds from the disposal of non-current assets 5 7
Change in pension provision 17 -0 0
Other adjustments 6 -1
Cash flow from operating activities before
changes in operating assets and liabilities 4,781 4,941
Cash flow from changes in operating assets and liabilities
Changeintrade and other receivables —44 —-43
Change in other current assets -15 -15
Change in trade payables and other liabilities 139 42
Change in other operating liabilities -232 170
Cash flow from operating activities 4,629 5,095
Investing activities
Investments in intangible assets 7 -89 -23
Investments in property, plant and equipment 8 —-121 -231
Disposals of property, plant and equipment 0 0
Investments in financial assets -119 -100
Divestment of financial assets 606 550
Cash flow from investing activities 277 195

Financing activities

Dividends to the owner, the Swedish State 14 —4,691 —4,923
Cash flow from financing activities —-4,691 -4,923
Cash flow for the year 215 367
Cash and cash equivalents at beginning of the year 13 3,517 3,150
Cash and cash equivalents at end of the year 13 3,732 3,517
Group
° °

Statement of changes in equity —

Statutory Retained hol'lléaet:sec;fotlsgggx
SEK million Note Share capital reserve earnings ent Company
Opening balance, 1January 2017 14 0.2 0.1 4,866 4,866
Transactions with equity holders
Dividends to the owner, 2016 —4,823 —4,823
Total transactions with equity holders -4,823 —4,823
Comprehensive income
Net profit for the year 4,709 4,709
Other comprehensive income - -
Total comprehensive income 4,709 4,709
Opening balance, 1January 2018 0.2 0.1 4,752 4,752
Transactions with equity holders
Dividends to the owner, 2017 —4,691 —4,691
Total transactions with equity holders —4,691 —-4,691
Comprehensive income
Net profit for the year 4,522 4,522
Other comprehensive income - -
Total comprehensive income 4,522 4,522
Closing balance, 31December 2018 0.2 0.1 4,583 4,583
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Parent Company

Income statement

1January-31December

Financial statements

SEK million Note 2018 2017
Gross gaming revenue 2 7,682 7,852
Otherrevenue 2 210 168
Direct costs in gaming operations, etc. -1,277 —-1,450
Netrevenues from gaming operations, etc. 6,615 6,569
Capitalised work for own account 19 17
Employee expenses 3 —648 -600
Other external expenses 4,21 -1,687 —-1,566
Amortisation, depreciation and impairment of

intangible assets and property, plant and equipment 7,8 -190 -168
Operating profit 4,110 4,252
Profit on financial investments

Profit from participations in Group companies 25 409 443
Interest and other financialincome 5 15 9
Interest expense and other financial costs 5 =17 -9
Total financial items 406 442
Profit after financial items 4,516 4,695
Tax 6 - -
INCOME FOR THE YEAR 4,516 4,695

The Parent Company had no items recognised in other comprehensive income in 2018 or 2017. Thus, the Parent Company’s income for the
year is also the comprehensive income for the year. Accordingly, the Parent Company does not present a Statement of Comprehensive

Income.
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Parent Company

Balance sheet
Assets

SEK million Note 31Dec 2018 31Dec 2017
ASSETS
Non-current assets
Intangible assets 7 126 156
Property, plant and equipment
Buildings and land 16 17
Construction and extension 62 59
Equipment and computers 276 304
Financial assets
Participations in Group companies 25 77 n
Non-current receivables, Group companies 400 350
Other holdings of non-current securities 1,363 1,513
Total non-current assets 2,320 2,470
Current assets
Trade receivables n 310 320
Receivables from Group companies 418 445
Set off, National Debt Office 23 1,150 1,150
Other current receivables n 343 291
Prepaid expenses and accrued income 12,24 155 146
Currentinvestments 9,10 n7 442
Cash and bank 13 3,589 3,366
Total current assets 6,082 6,160
TOTAL ASSETS 8,401 8,630
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Parent Company

Balance sheet
Equity and liabilities

Financial statements

SEK million Note 31Dec 2018 31Dec 2017
EQUITY AND LIABILITIES
Equity 14
Restricted equity

Share capital 0

Statutory reserve 0

Development expenditure reserves 79 4
Non-restricted equity 26

Retained earnings 0 0

Change in development expenditure reserves -38 =3

Net profit for the year 4,516 4,695
Total equity 4,557 4,732
Non-current liabilities
Unpaid winnings 16 1,173 1,240
Other non-current liabilities 17 9 9
Total non-current liabilities 1,182 1,249
Current liabilities
Trade payables 18 190 149
Liabilities to Group companies 494 334
Unpaid winnings 16 624 647
Settlement fund 19 - 126
Funded winnings 19,24 668 807
Other current liabilities 18 427 338
Accrued expenses and deferred income 20,24 259 247
Total current liabilities 2,662 2,649
TOTALEQUITY AND LIABILITIES 8,401 8,630
Svenska Spel Annual Report 2018 83



Parent Company

Cash-flow statement

1January-31December

SEK million Note 2018 2017

Operating activities
Net profit for the year 4,516 4,695
Adjustments for non-cash items

Amortisation, depreciation and impairment of intangible

assets and property, plant and equipment 7,8 190 168
Proceeds from the disposal of non-current assets 5 7
Anticipated dividend Casino Cosmopol AB 25 -409 —443
Change in pension provision 17 -0 -0
Other adjustments 6 3
Dividends received from subsidiaries 25 443 495
Cash flow from operating activities before
changes in operating assets and liabilities 4,750 4,925
Cash flow from changes in operating assets and liabilities
Changeintrade and other receivables -42 -39
Changein other current assets -15 =17
Change in trade payables and other liabilities 130 40
Change in other operating liabilities -200 127
Cash flow from operating activities 4,623 5,036
Investing activities
Investments in intangible assets 7 -56 =23
Investments in property, plant and equipment 8 -84 -180
Disposals of property, plant and equipment 0 0
Investments in financial assets -19 -100
Divestment of financial assets 606 550
Changeinlong-termreceivable to subsidiaries -50 14
Investments in subsidiaries -6 -
Cash flow from investing activities 292 260

Financing activities

Dividends to the owner, the Swedish State 14 —4,691 —4,923
Cash flow from financing activities -4,691 —4,923
Cash flow for the year 223 374
Cash and cash equivalents at beginning of the year 13 3,366 2,992
Cash and cash equivalents at end of the year 13 3,589 3,366
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Parent Company

Statement of changes in equity

Financial statements

Non-

restricted
Restricted equity equity
Retained
Development earnings and

Share Statutory expenditure income for Total
SEK million Note capital reserve reserves the year equity
Opening balance, 1January 2017 14 0.2 0.1 37 4,823 4,861
Transactions with equity holders
Dividends to the owner, 2016 = —4,823 —4,823
Total transactions with equity holders - -4,823 -4,823
Comprehensive income
Net profit for the year - 4,695 4,695
Total comprehensive income - 4,695 4,695
Expenses for the year for own development projects 18 -18 -
Dissolution following depreciation/amortisation -14 14 -
Opening balance, 1January 2018 14 0.2 0.1 41 4,691 4,732
Transactions with equity holders
Dividends to the owner, 2017 - —4,691 —4,691
Total transactions with equity holders - -4,691 —4,691
Comprehensive income
Net profit for the year - 4,516 4,516
Total comprehensive income - 4,516 4,516
Expenses for the year for own development projects 56 -56 -
Dissolution following depreciation/amortisation -18 18 -
Closing balance, 31December 2018 0.2 0.1 79 4,478 4,557
The number of shares outstanding is 2,000 and did not change during the financial year.
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Notes

m Accounting and valuation policies

Conformity with standards and legislation

The consolidated financial statements have been preparedin accor-
dance with the International Financial Reporting Standards (IFRS) pub-
lished by the International Accounting Standards Board (IASB] and
interpretations by the International Financial Reporting Interpretations
Committee (IFRIC) as endorsed by the European Union [EU) for applica-
tion within the EU, subject to the exceptions indicated below. Also, the
Annual Accounts Act and the recommendations of the Swedish Finan-
cial Reporting Board entitled RFR 1 “Additional Accounting Regulations
for Groups”, have been applied. The Parent Company applies RFR 2
“Accounting for Legal Entities” and applies the same accounting poli-
cies as the Group except as specified under “Parent Company’s
accounting policies”.

The European Securities and Market Authority’s (ESMA) guidelines
for alternative performance measures (APMs) are applied. The guide-
lines entail disclosure requirement concerning financial measures not
definedin accordance with IFRS.

Assumptions underlying preparation of the Parent Company

and consolidated financial statements

The reporting currency of the Group and the functional currency of the
Parent Company is SEK. Allamounts, unless otherwise stated, are
rounded to the nearest million Swedish krona.

Consolidated financial statements

The consolidated financial statements comprise the Parent Company
AB Svenska Spel and all companies in which the Parent Company
directly orindirectly holds all of the voting rights.

A subsidiary’sincome and expenses and its assets and liabilities are
recognised in the consolidated financial statements as of the date
when the Parent Company gains a controlling influence over the com-
pany until the time that the controlling influence ceases.

All Group companies have a calendar-based financial year and
apply uniform accounting policies. Inter-company receivables and lia-
bilities, inter-company transactions and related profits and losses are
eliminated in their entirety in the preparation of the consolidated
financial statements.

Deliveries of services and products among Group companies are
subject to commercial terms and conditions and market pricing.

Svenska Spel’s 2018 consolidated financial statements were
approved for publication by the Board of Directors on 13 March 2019.

Uncertainty in estimates and assessments

The Group management has identified the following risk factors as
regards uncertainty in estimates and assessments that could affect
Svenska Spel’s financial position and profit.

Recoverability of capitalised development expenditure

Atyear-end, the Svenska Spel Group had capitalised development
expenditure totalling SEK 159 million (156). The expenditure pertained
primarily to the Group’s development of gaming systems and gaming
products. If the assessed lifetime and forecast revenue for these
investments should not prove reasonable, this could significantly
impact their carrying amounts.

Deferred tax

As of 1]January 2019, the Parent Company AB Svenska Spel and its sub-
sidiaries Casino Cosmopol AB and Svenska Spel Sport & Casino are tax
liable for their business activities. In conjunction with the taxation
entry, aninvestigation is underway concerning how the Company
should manage depreciation for tax purposes. As the issue is still
unclear, no deferred tax has been recognised relating to temporary
differences between the carrying amounts and tax amounts in these
companies. For further information about taxes, refer to Note 6.
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Provision for future profit

Certain products have winnings schedules based on statistical proba-
bility calculations for the pay-out of winnings. Chance is a factor that
affects the actual outcome. The follow-up of outcomes is conducted
continuously, and the statistical calculations are scrutinised in the
event of the emergence of major deviations.

Revenue recognition

As of this year's annual report, the term “gross gaming revenue” has
replaced the previously used term “net gaming revenue”. This change
only concerns the terminology used, and has not changed the content
or financial reporting compared to previous annual reports.

The Group’s net gaming revenue comprises the amounts staked by
players [gross gaming revenue] less winners’ shares according to the
set winnings schedule.

All gross gaming revenue is reported in accordance with IFRS 15. The
products Mixen and Ldngen have the nature of derivative instrument
as Svenska Spel takes an open position to the customer. These games
are reported as gross gaming revenue in the period that the game is
decided.

Gross gaming revenue from lottery tickets is recognised in conjunc-
tion with sales.

Casino gross gaming revenue is recognised when gaming tables or
slot machines are closed.

Gross gaming revenue for other games is recognised at after the
completion of games or completion of drawings.

Poker revenue comprises the percentage share of the stakes cred-
ited to Svenska Spel, known as the rake, which is also settled on a daily
basis.

Otherrevenue consists mainly of sales revenue from restaurants,
leasing income for equipment to retailers, store registration fees,
revenue from unclaimed winnings and payment rounding amounts, as
well as casino entrance fees. These revenues are recognised in the
period to which they pertain.

“Gross revenues from gaming operations, etc.” isrecognised in the
income statement divided among gross gaming revenue, other
revenue and direct costs in gaming operations, etc.

Direct costs in gaming operations, etc.
Direct costs in gaming operations, etc., comprises primarily all commis-
sions and remuneration for winnings payments to the Group’s retailers
and business partners.

Other revenue-related expenses refer to raw material costs in the
Group’s restaurant operations.

Classification

Assets and liabilities are recognised at cost, with the exception of
inflation-indexed bonds, treasury bonds, currency futures and unpaid
winnings pertaining to Triss Manadskldver, which are measured at fair
value.

Intangible assets

The Group’s intangible assets consist primarily of capitalised develop-
ment expenditure for new gaming products and new gaming systems
that are considered to be of material economic value for the business
in future years.

The carrying amount in the balance sheet includes material costs,
direct salary costs and external consultant costs and other direct
costs that can be attributed to the asset. Other development costs are
recognised in profit and loss as incurred. Activities during feasibility
study phases, as well as entertainment, support and education initia-
tives, are expensed on an ongoing basis. Other intangible assets per-
tain to licenses.

Capitalised development expenditure and licenses are reported at
cost less deductions for amortisation and impairment.
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Note1cont.

Amortisation and impairment policies for intangible assets
Depreciation is applied on a straight-line basis over the expected use-
ful life of the asset, starting from the date the asset is first putinto use.
The useful lives and any residual value of assets are tested each year.
Impairment is recognised in profit and loss when the carrying amount
of an asset exceeds the estimated recoverable amount. The recover-
able amount represents value in use and is calculated by discounting
future estimated cash flows. For assets that do not generate a direct
cash flow, the recoverable amount is calculated for the cash-generat-
ing unit (CGU) to which the asset belongs. In the event of any change
in the assumptions underlying the calculation of the recoverable
amount, the impairment is reversed.

Depreciation periods Number of years
New applications for gaming products 3
System platforms 3-10
Licenses 5

Property, plant and equipment

Property, plant and equipment is recognised at cost with deductions
foraccumulated depreciation as well as any impairment loss. The cost
includes the purchase price and any costs directly attributable to the
asset.

Additional costs are added to the carrying amount of the asset or
recognised as a separate asset. If an additional cost pertains to pay-
ment for an already existing component, the carrying amount for the
replaced component is derecognised from the balance sheet. Repairs
and maintenance are recognised as costs in profit and loss for the
period to which they pertain.

Property, plant and equipment comprising parts with different use-
fullives are treated as separate items.

The carrying amount for an item of property, plant and equipment is
derecognised from the balance sheet on disposal or sale. Profit or
loss arising from the sale or disposal of an asset represents the differ-
ence between the selling price and the carrying
amount of the asset, less direct selling costs.

Depreciation and impairment policies for property, plant and equipment
Depreciation is applied on a straight-line basis over the expected use-
ful life of the asset’s components, starting from the date the asset is
first putinto use.

The carrying amounts and useful life of the Group’s assets are tested
at each balance-sheet date to establish whether there are any indica-
tions of impairment. Impairment is recognised in profit and loss when
the carrying amount of an asset exceeds the estimated recoverable
amount. In the event of any change in the assumptions underlying the
calculation of the recoverable amount, the impairment is reversed.

Depreciation periods Number of years
Buildings 50-100
Freehold improvements 5-50
Leasehold improvements 5-30
Land No depreciation
Land improvements 20
Retailer and lottery terminals 5
Equipment 3-10
Servers 3-5

Corporate acquisitions

The acquisition of subsidiaries is reported according to the acquisi-
tion method. The purchase price for the acquired operation is valued
at fair value on the acquisition date. Acquisition-related expenses are
recognised in profit and loss as they arise. In conjunction with corpo-
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rate acquisitions in which the purchase price exceeds the fair value of
the assets acquired and liabilities assumed on the acquisition date, the
differenceis reported as goodwill.

Leased assets

All leasing agreements entered into by the Svenska Spel Group are
operating leases. Leasing fees related to operating leasing agree-
ments are recognised as anincome/expense in profitand loss in the
period to which they belong.

Leasing agreements under which the Group is the lessee relate
essentially to leased premises. Leasing agreements under which the
Group is the lessor relate primarily to leasing of retailer and lottery ter-
minals.

Financial instruments
Financial instruments are every form of contract that causes a financial
asset or liability to arise. Financial instruments recognised on the asset
side of the balance sheet include cash and cash equivalents, trade
receivables, investments, set off with National Debt Office and other
receivables.

Liabilities include trade payables, unpaid or funded winnings and
other liabilities.

Recognition and classification of financial instruments

Financial instruments are initially recognised at cost, representing the
fair value of the instrument with transaction costs added, for all finan-
cialinstruments except those defined as financial instruments mea-
sured at fair value in profit and loss with transaction costs recognised
in profitand loss.

A financial asset or financial liability is recognised in the balance
sheet when the Company becomes party to the contractual condi-
tions of the instrument. Financial assets are derecognised from the bal-
ance sheet when the right to receive cash flows from the instrument
has expired or been transferred and the Group has transferred all risks
and benefits connected with the right of ownership. A financial liabil-
ity is derecognised from the balance sheet when the contractual
undertakings have been fulfilled or are otherwise extinguished.

The Group's financial instruments are classified according to IFRS 9 and
measured as specified below. Under IFRS 9, financial assets are classified
in categories depending on the business model and characteristics of
the contractual cash flows. This means the way in which the contractual
terms give rise on specified dates to cash flows that solely comprise
payments of principal and interest on the principal amount outstanding.

Financial assets and liabilities measured at fair value in profit and loss
Svenska Spel has financial investments in inflation-indexed, mort-
gage-covered and treasury bonds intended to provide funds for
future payments of winnings in Triss Manadskléver; these are shown in
the balance sheet as “financial assets” and “current investments”
respectively. The investments are held to receive cash flows in order
to pay the customers’ winnings on an ongoing basis and are rec-
ognised at “fair value in profitand loss”.

Future payments to winners of Triss Manadsklover are recognised as
non-current and current liabilities, respectively, under unpaid winnings.

Financial assets measured at amortised cost

Assets held to receive contractual cash flows that consist solely of
payments of principal and interest on the principal amount outstand-
ing are measured at amortised cost.

Trade receivables and other receivables are recognised at amor-
tised cost when the purpose is to collect contractual cash flows. As
the expected maturity is short, these assets are valued at the amount
expected to be received. Individual testing is carried out if there is
any impairment requirement. Impairment of trade receivablesisrec-
ognised under operating costs.

87



Note1cont.

Cash and cash equivalents consist of cash and immediately accessi-
ble balances at banks and equivalent institutions, and are recognised
atamortised cost.

In accordance with the Group's finance policy, surplus liquidity can
beinvested short term in zero-coupon bonds and commercial paper.
The Group’s current investments are measured and recognised at
amortised cost when the purpose of the investments is to collect con-
tractual cash flows.

Financial liabilities measured at amortised cost

Trade and other payables have short expected due dates and are
measured without discounting at the nominal amount. The unpaid win-
nings to winners recognised at amortised cost are winnings that have
been won but not yet been paid-out.

All Group funds are measured at amortised cost. Funds are accumu-
lated under the framework of each winnings schedule to boost vari-
ous winning categories in conjunction with win guarantees, jackpots
and campaigns. Funded winnings may vary greatly over time depend-
ing on when winnings are actually paid.

Of the lottery winnings that are not claimed within the set period,
50% have been transferred in 2018 to Svenska Spel’s settlement fund.
The funds in the settlement fund have been used to cover the future
payments of winnings for approved claims, and to return funds to win-
ning participants by, for example, increasing the frequency of win-
nings or topping up certain winning categories during campaigns. The
settlement fund was dissolved on 31 December 2018.

In 2017, the Group financial instruments were classified in accordance
with IAS 39:

Financial assets and financial liabilities measured at fair value in profit
and loss
This category consists of two sub-groups:

a) Financial assets and liabilities held for trading

Svenska Spel enters into currency future contracts in compliance with the
Group’s finance policy to hedge the flow of foreign currencies. Svenska
Spel mainly employs currency future contracts to hedge purchases
denominatedin EUR and USD. Svenska Spel does not apply hedge
accounting pursuant to IAS 39. Derivative instruments are recognised in
the balance sheet on the contract date and are measured at fair value,
bothinitially and in connection with subsequent remeasurement. Gains or
losses arising from remeasurement are recognised in profitand loss
under financial income or financial expenses, respectively.

b] Financial assets and liabilities that on initial recognition are deemed
to belong to this category

Svenska Spel has financial investments in inflation-indexed, mort-
gage-covered and treasury bonds intended to provide funds for future
payments of winnings in Triss Manadskl6ver; these are shown in the bal-
ance sheet as “financial assets” and “current investments” respectively.
Future payments to winners of Triss Manadskl6ver are recognised as
non-current and current liabilities, respectively, under unpaid winnings.

Loan and trade receivables
Trade and other receivables are classified under this category since
they have determined or determinable payments and are not quoted
on an active market. Recognition is at amortised cost less any provi-
sion for any value decline. As the expected maturity is short, these
assets are valued at the amount expected to be received. Individual
testing is carried out if there is any impairment requirement. Impair-
ment of trade receivables is recognised under operating costs.

Cash and cash equivalents are classified as loan receivables and
consist of cash and immediately accessible bank balances and equiv-
alent institutions.
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Investments intended to be held to maturity

This category comprises financial assets with determined or determin-
able payments and determined maturity, which are held with the inten-
tion of being held to maturity. Recognition is at amortised cost.

In accordance with the Group’s finance policy, surplus liquidity can
beinvested short term in zero-coupon bonds and commercial paper.
The Group’s other current investments are classified under this cate-
gory in cases where they are intended to be held to maturity and none
of the investments have a maturity of less than three months at the
acquisition date.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative assets. Assets in
this category are measured at fair value with changes in value charged
to equity. The Group has no financial assets in this category.

Other financial liabilities measured at amortised cost

Trade and other payables have short expected due dates and are
measured without discounting at the nominal amount. All Group funds
are measured at amortised cost. Funds are accumulated under the
framework of the winnings schedules to boost various winning cate-
gories in conjunction with win guarantees, jackpots and campaigns.
Funded winnings may vary greatly over time depending on when win-
nings are actually paid.

Of the lottery winnings that are not claimed within the set period,
50% are transferred to Svenska Spel’s settlement fund. The fundsin the
settlement fund are used to cover the future payments of winnings for
approved claims, and to return funds to winning participants by, for
example, increasing the frequency of winnings or topping up certain
winning categories during campaigns.

Transactions in foreign currencies

Foreign currency transactions are translated using the exchange rates
prevailing on the transaction dates. At the end of the month, assets
and liabilities in foreign currencies are translated at the closing
exchange rate. Exchange-rate differences on operating receivables
and liabilities are included in operating profit, while exchange-rate
differences on financial assets and liabilities are recognised among
financial items. Payment flows in foreign currencies are limited.

Taxes

The Parent Company, AB Svenska Spel, and its subsidiaries, Casino Cos-
mopol AB and Svenska Spel Sport & Casino AB, are exempt from corpo-
rate tax, lottery tax and, largely, value added taxes. However, all com-
paniesin the sub-group Svenska Spels Férvaltnings AB have a tax
liability and are also largely required to pay value added tax. As of 1
January 2019, all companies in the Group have a tax liability for busi-
ness activities since the new Gambling Act took effect. Furthermore,
the companies in the Group that conduct gaming or lottery operations
will pay gambling tax.

Income tax is recognised directly in profit and loss and comprises cur-
rent and deferred tax. Deferred tax is calculated using the temporary dif-
ferences between the recognised and taxable values of assets and liabil-
ities. Deferred income tax is calculated based on application of the tax
rates and rules in effect on the balance-sheet date. Deferred tax assets
relating to tax deductible temporary differences and loss carry-forwards
are recognised only insofar asiitis probable that they will be utilised.

Provisions

The Group’s provisions pertain mainly to pensions. Provisions are rec-
ognisedinthe balance sheet when the Group has a future obligation
that can be calculated in areliable manner and wheniitis probable that
payment will be required to settle the obligation. When the effect of
the payment timing is significant, provisions are calculated through
the discounting of the anticipated future cash flow.
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Note1cont.

Employee benefits

Employees in the Svenska Spel Group receive remuneration in the form
of basic salary, benefits and occupational pension. Variable remunera-
tionis paid to employees for work performed during, for example,
unsociable working hours. Bonus-based remuneration or remunera-
tion in the form of financial instruments is not paid.

In addition to salary, employees receive benefits, which depend to
some extent on the position in the Company held by the employee. All
employees are entitled to a subsidised lunch and to certain compen-
sation for fitness care and healthcare. Group management and sales
representatives are also entitled to a benefit in the form of access to a
company car and subsidised fuel.

Pension plans

Salaried employees in the Svenska Spel Group are covered by the ITP
plan administered by Collectum. Pension obligations pertaining to
remuneration from the ITP plan after terminated employment are classi-
fied as either defined-contribution or defined-benefit. According to a
statement from the Swedish Financial Reporting Board UFR 10, pension
plans secured in accordance with the ITP plan are to be classified as
defined-benefit plans. However, Collectum, which insures the ITP plan,
has not been able to provide Svenska Spel or other companies with
sufficientinformation to be able to determine the Company'’s share of
the plan’s total assets and liabilities. This information can only be pro-
vided to the insured beneficiaries. Accordingly, these obligations are
recognised under UFR 3 as a defined-contribution pension plan.

The Svenska Spel Group’s employees who are collectively covered
by agreements in the LO agreement area are affiliated to the
defined-contribution pension plan named the SAF-LO Pension Agree-
ment, which is administrated by Fora.

Within the Parent Company Svenska Spel, there are a few older pen-
sion obligations to former employees. These obligations amount to
insignificant sums and are secured in part through allocations to the
Company'’s pension liability and in part through Svenska Spel’s Pen-
sion Foundation. AB Svenska Spel makes ongoing pension payments
pursuant to these obligations, whereupon annual crediting from
Svenska Spel’s Pension Foundation occurs.

Termination benefits

A provision is recognised in conjunction with termination of employ-
ment only if the Company is demonstrably committed to terminating the
employment of an employee before the retirement date. The provision
isrecognised when no service is required in return from the employee.

Government grants
Svenska Spel does not receive any Government or other financial grants.

Cash-flow statement

The cash-flow statement is prepared pursuant to the indirect method.
Cash and cash equivalents in the cash-flow statement consist of cash
and bank balances.

Parent Company
AB Svenska Spelis a limited liability company registered in Sweden
with Corporate Reg No. 556460-1812. Its registered office is in Visby,

Standard Becomes effective Change andimpact onthe Group

Sweden. The Ministry of Enterprise and Innovation manages the shares
inthe Parent Company. The address of the head office is Norra Hanse-
gatan17, SE-62180 Visby, Sweden. The Parent Company has prepared its
annual financial statements in conformity with the Annual Accounts Act
[1995:1554) and the Recommendations of the Swedish Financial Report-
ing Board in RFR 2 Accounting for Legal Entities. Thisimplies that in the
annual financial statements of the legal entity, the Parent Company is to
apply allEU-approved IFRSs and statements from IFRIC to the extent
possible within the framework of the Annual Accounts Act and the Pen-
sion Obligations Vesting Act, and in consideration of the relationship
between accounting and taxation. The recommendations state the
exceptions to be made from, and supplements to, IFRS. The Parent Com-
pany applies the same accounting policies as the Group except as
specified below.

ChangesinRFR 2

Changesin RFR 2 Accounting for Legal Entities applicable for the finan-
cial year 2018 have not had an impact on the Parent Company'’s financial
statements. The changes that took effect as of 1January 2019 are not
expected to have any significantimpact on the Parent Company’s finan-
cial statements.

Dividends

Dividends to the shareholders of the Parent Company are recognised
as a liability in the financial reports of the Parent Company and the
Group after the shareholders of the Parent Company adopt the distri-
bution. The Parent Company anticipates dividends from the subsidiary
Casino Cosmopol AB.

Participations in subsidiaries
Participations in subsidiaries are reported at cost in the Parent Compa-
ny’s financial reporting.

Intangible assets

Expenses for the Company’s own development projects are recorded
asintangible assets only under the condition that the equivalent
amountis transferred from non-restricted equity to a development
expenditure reserve.

Amendments to the Group’s accounting policies

As of 1January 2018, the Group applies IFRS 9 and IFRS 15 with very lim-
ited changes from previous accounting, see the classification differ-
ences according to IFRS 9 in Note 10. No recalculations of earlier peri-
ods have been made. There have been no changes to other
accounting policies compared with the preceding financial year.

New and amended standards and interpretations

The new and amended standards and interpretations that have been
issued but which become effective for financial years starting after1Jan-
uary 2019 have not yet been applied by the Group. New and amended
standards and interpretations deemed relevant to the Group’s opera-
tions are described in the table below. These will be applied as and
when they become effective. Itis the assessment of executive manage-
ment that other new or amended standards and new interpretations
that have not become effective will have no significantimpact on the
Group'’s financial statements when applied for the first time.

IFRS 16 — Leases 1January 2019

IFRS 16 — Leases replaces IAS 17 Leasing agreements IFRS 16 introduces the right-of-use model and, for the lessee, means

that essentially all leases are to be recognised in the balance sheet, making it unnecessary to classify leases as either
finance leases or operating leases. IFRS 16 is applicable for the financial year beginning 1January 2019.

Analysis of the Group’s leases has been conducted to ensure that it will be possible to fulfil the requirements in the new
standard. The largest leases in the Group concern the leasing of office and casino premises as well as data centres and
are currently recognised solely as operating leases.

A modified retrospective method has been chosen as a transition method to IFRS 16 in which the asset value equals the
liability throughout. Calculations show that leased assets will have an opening value of SEK 392 million and lease liabilities
willamount to SEK 377 million. Equity will be unaffected, while the negative effect on profit after tax 2019 is estimated to
amount to SEK 2 million based on current leases at year-end 2018.
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m Gross gaming revenue by business area and other revenue

Group Parent Company
SEK million 2018 2017 2018 2017
Sport & Casino 2,002 2,020 2,002 2,020
Tur 4,787 4,716 4,787 4,716
Casino Cosmopol & Vegas 1,995 2,244 893 1,115
Total gross gaming revenue 8,784 8,980 7,682 7,852
Otherrevenue 297 268 210 168

Gross gaming revenue for lottery tickets arises at the time of sale while gross gaming revenue for other games arises after the completion of games
or completion of drawings. In Tur, gross gaming revenue for lottery tickets amounted to SEK 1,636 million (1,708] for both the Group and Parent

Company.

Other revenue consists of revenue from restaurant operations, leasing income for equipment to retailers, store registration fees, revenue from
unclaimed winnings and payment rounding amounts, as well as casino entrance fees.

2018 2017
31Dec 2018 Recognised as 31Dec 2017 Recognised as 1Jan 2017
Contractuallia-  revenue during Contractual  revenue during Contractual
Gaming-related contractual liabilities, SEK million bilities the year liabilities the year liabilities
Group
Deferred income from players 126 135 135 120 120
Parent Company
Deferred income from players 126 135 135 120 120

At the time the stakes are paid for chance and sports games, payment is recognised as a deferred income from players, which is referred to as con-
tractual liability in the table above. Normally, contractual liabilities are recognised as revenue in their entirety in the next year.

m Employees, employee expenses and benefits

2018 2017

Number of of whom Number of of whom
Average number of employees per location, for the year employees men, % employees men, %
Parent Company
Visby 374 66 366 65
Solna 299 66 288 66
Rest of Sweden 42 79 41 80
Total — Parent Company 715 67 695 66
Other Group companies
Sundsvall 78 67 80 64
Malmé 201 54 186 51
Gothenburg 282 58 300 57
Stockholm 407 59 433 59
Total — Group 1,683 62 1,694 61

2018 2017
Ofwhom Ofwhom

No. of employees by location and form of Open- Fixed-term part-time Open- Fixed-term part-time
employment ended con- employ- employees, ofwhom endedcon- employ- employees, of whom
at31December tractsi ment2 Total % men, % tractsi ment2 Total % men, %
Parent Company
Visby 372 28 400 6 67 370 25 395 5 66
Solna 309 10 319 4 64 292 8 300 4 67
Rest of Sweden 42 = 42 0 79 40 = 40 0 80
Other Group companies
Sundsvall 76 68 149 62 60 79 67 146 63 55
Malmé 198 105 293 45 59 192 102 294 44 56
Gothenburg 280 78 381 45 52 296 82 378 50 56
Stockholm 401 94 536 27 51 426 96 522 29 57
Total — Group 1,678 383 2,061 28 60 1,695 380 2,075 29 60

1. Employees under open-ended employment contracts includes probationary contracts for 101 (80) employees
2.Fixed-term contracts includes both temporary contracts and other fixed-term contracts
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Age and gender distribution 2018 2017 Age distribution of the total number of employees at 31 December, % 2018 2017
gc::rd.CEO and Group management at 31Decem- w:lmu;n:;c:.nr:': w:‘nl::‘nb/‘:::r: Parent Company
Board of Directors 4/4 7/3 Under 30 n n
of whomunder 30 = = 30-50 59 59
of whom 30-50 2/2 4/2 Over50 30 30
of whom over 50 2/2 3N Other Group companies
CEO 0/1 0/1 Under 30 37 40
of whom under 30 — — 30-50 55 52
of whom 30-50 = i Over50 8 8
of whom over 50 0/1 01
Group management, excluding CEO 3/4 3/4
of whomunder 30 — -
of whom 30-50 — —
of whom over 50 3/4 3/4
2018 2017
Board, CEO and Board, CEO and
Pay, remuneration, social security and Group manage- Other Group manage- Other
pension costs, SEK 000s ment employees Total ment employees Total
Parent Company
Pay and remuneration 15,716 393,647 409,363 20,343 363,972 384,315
Social security expenses 6,052 139,612 145,664 7,737 126,880 134,617
Pension costs 4,382 58,824 63,206 5,747 46,579 52,326
Total 26,150 592,083 618,233 33,827 537,431 571,258
Other Group companies
Pay and remuneration 3,129 340,929 344,058 1,811 342,758 344,569
Social security expenses 1,235 113,686 114,921 736 113,446 114,182
Pension costs a1 23,426 24,337 574 20,663 21,237
Total 5,275 478,041 483,316 3,121 476,867 479,988
Group
Pay and remuneration 18,845 734,576 753,421 22,154 706,730 728,884
Social security expenses 7,287 253,298 260,585 8,473 240,326 248,799
Pension costs 5,293 82,250 87,543 6,321 67,242 73,563
Total 31,425 1,070,124 1,101,549 36,948 1,014,298 1,051,246
Directors’ emoluments e CEm
Board fees Audit Committee mittee Project Committee
Fees and other remuneration paid to the Board, SEK 000s 2018 2017 2018 2017 2018 2017 2018 2017
Erik Strand, Board Chairman 355 350 — — 15 15 25 —
Eivor Andersson, Board member 160 155 — — 8 8 25 —
Eva-Britt Gustafsson, Board member 160 155 40 40 — — — —
Lars Nilsson, Board member 160 — 25 — — — — — From 25 April 2018
Johan Strid, Board member 160 155 — 25 - — 25 —
Appointed owner rep.
Héléne Westholm, Board member — — — — — — — — until 31Jan. 2019
Fredrik Ahlberg, Board member 160 155 = 25 = = 25 =
Carina Olson, Board member — 155 — 25 — — — — Until 25 April 2018
Martina Ravn, Board member, employee rep. — — — — — — — —
Peter Andersson, Deputy Board member, employee rep. — — — — — — — — From 25 April 2018
Mikael Gustafsson, Deputy Board member, employee
rep. — — — — — — — — From 25 April 2018
Urban Sahlin, Deputy Board member, employee rep. — — — — — — — —
Total 1,155 1,125 65 15 23 23 100 -

The Chairman and Directors of the Board receive fees in accordance

deputies are not paid Board or committee fees.

The remuneration presented above pertains to the Parent Company
AB Svenska Spel. No fees are paid to the directors of subsidiaries and
sub-subsidiaries if the directors are employed in companiesin the
Svenska Spel Group, that is, executive directors.

with the resolution by the Annual General Meeting (AGM). The same
applies to the Chairman and Directors on the Audit Committee and the
Remuneration Committee. Board members, employees of the Govern-
ment Offices of Sweden, and employee representatives and their
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Note 3 cont.

Remuneration and terms for senior executives

Salary and other remuneration to senior Salary;/ B f Pension costs:
executives in Group management, SEK 000s 2018 2017 2018 2017 2018 2017
Patrik Hofbauer, CEO and President 440 — 1 — 136 —
Act CEO and President. 20 July—30 Nov.
Marie Loob, CFO and Executive Vice President 2,528 1,911 68 61 701 509 2018
Manager Business Area Sales & Market-
ing until 31 May 2018, Manager Business
Kristina Askstedt, Manager Business area Tur 2,093 2,003 89 93 581 596 area Turfrom1June 2018
Product manager from 1 May 2017 until 31
Fredrik Wastenson, Manager Business Area Sport & May 2018, Manager Business Area Sport
Casino 1,836 1,10 2 2 446 298 & Casino from1June 2018
Per Jaldung, Manager Business Area Casino Cosmopol &
Vegas 1,952 1,811 98 87 617 574
Jérgen Olofsson, IT Manager 1,682 1,622 75 73 599 568
Maria Z Furenmo, HR Director 1,712 1,677 100 86 719 692
Joakim M&rnefélt, Communication Director 1,789 1,656 13 9 775 762 From 23 Jan 2017
Lennart K&ll, CEO and President 3,498 4,127 49 88 719 1,239  Until 19 July 2018
Peter Zall, Marketing Director = 4,897 = 69 = 479 Until 30 April 2017
Marie Avander, Acting Communication Director — 89 — 5 — 30 Until 22 Jan. 2017
Total 17,530 20,903 495 573 5,293 5,747

1.Pension costs include possible salary sacrifice to pension.
2.The amountincludes severance pay.

Senior executives

Those who at any time are part of the team of “senior executives” are
determined by the Remuneration Committee. This teamincludes the
President of the Parent Company and all members of Group manage-
ment, managers who are not members of Group management, but
report directly to the President of the Parent Company, the presidents
of the subsidiaries. The members of the subsidiaries’ management
teams are recognised in each subsidiary’s annual report.

Guidelines, nomination process, decisions and monitoring
Remuneration principles for executives were adopted by the AGM on
25 April 2018 and are applied throughout the Group. These principles
are based on the guidelines resolved by the Government on 22
December 2016 regarding employment terms for senior executives in
state-owned companies. The principles specify that total remunera-
tion to senior executives should be reasonable and well balanced.
Remuneration should be competitive, have a ceiling, be appropriate
and contribute to sound ethics and corporate culture. Remuneration
should not be higher than that at comparable companies but should
instead be marked by moderation.

The decision on employment terms for the President of the Parent
Company is prepared by the Remuneration Committee and decided
by the Board. Employment terms for other senior executives who
reportto the CEO are decided by the CEO after consultation with the
Remuneration Committee. Before decisions are made regarding indi-
vidual remuneration, written documentation is to be presented show-
ing the Company’s overall costs. The Board’s Remuneration Committee
ensures that employment terms comply with government guidelines
by comparing remuneration for equivalent roles in other state-owned
and private companies that are comparable to Svenska Spelin terms
of size, complexity and revenue.

Remuneration of the CEO and the Company’s senior executives con-
sists of fixed basic salaries, benefits and pensions. Benefits primarily
comprise company cars. Senior executives who do not have a com-
pany car benefit receive monthly compensation equivalentin value to
the company car. Pension costs pertain to the cost thatimpacted earn-
ingsin 2018. Senior executives have the option of exchanging part of
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their gross salary for extra pension deposits, which are included in the
recognised pension amount. Pensions for senior executives canin
some cases exceed 30% of the fixed salary. As this accrues from pen-
sion plans under collective agreements, where the contribution is
determined by the terms of the pension plan, thisisin accordance
with the State’s Guidelines for remuneration and other terms and con-
ditions of employment for senior executives in state-owned compa-
nies. Svenska Spel does not compensate senior executives with vari-
able or bonus-based remuneration or any remuneration in the form of
financial instruments. Decisions concerning employment terms and
conditions for senior executives of subsidiaries are made by the presi-
dents of the subsidiaries following consultations with the subsidiar-
ies’ Boards. Remuneration to senior executives of the subsidiaries is
recognised in the annual reports for the subsidiaries.

President and CEO

Patrik Hofbauer, the President and CEO of AB Svenska Spel, received
salary and benefits of SEK 441,000 in 2018. Patrik Hofbauer’s pension
premiums amounted to SEK 136,000. Patrik Hofbauer is not part of the
ITP plan and is entitled to pension premiums corresponding to 30% of
his pensionable monthly salary in accordance with his agreement.

On notice of termination, a mutual notice period of six months
applies. In the event that notice is given by the Company, severance
pay is paid out for amaximum of twelve months. The severance is paid
on a monthly basis with no supplement for pension or benefits. When
new employment has been secured, paid assignment or on receipt of
income from business activities, severance pay from the Company that
initiated the termination will be reduced in the amount of the new
income during the period in which severance pay is paid. Severance
pay is never paid past the age of 65.

Marie Loob hasin her role as Acting President and CEO of AB
Svenska Spel, received salary and benefits of SEK 1,152,000 in 2018.
Marie Loob’s pension premiums amounted to SEK 357,000 during this
period.

Lennart Kall, the Company’s former President and CEO, received sal-
ary and benefits of SEK 3,547,000 in 2018. Lennart Kéll's pension premi-
ums amounted to SEK 719,000 in 2018.
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Note 3 cont.

Other senior executives within the Group management

For other senior executives within the Group management, pensions
are paidinline with the ITP plan, with a retirement age of 65. On notice
of termination, a mutual notice period of six months applies. In the
event that notice is given by the Company, severance pay is paid out
for a maximum of twelve months. The severance pay is paid monthly
with no supplement for pension or benefits. When new employment
has been secured or onreceipt of income from business activities,
severance pay from the Company that initiated the termination will be
reduced in the amount of the new income during the period in which

severance pay is paid. Severance pay is never paid past the age of 65.

Other employees

Employees of the Svenska Spel Group receive remunerationin the
form of fixed basic salaries, benefits and pensions under collective
agreements. Variable remuneration is paid to employees for work per-
formed during, for example, unsociable working hours. Bonus-based
remuneration or remuneration in the form of financial instruments is not
paid.

m Auditors’ fees

Group Parent Company
SEK million 2018 2017 2018 2017
Deloitte AB
Audit assignments 1 1 1 1
Auditing activities other than audit assignments 1 0 1 0
Other services 0 3 0 3
Total 2 5 2 5

Audit assignments pertain to auditing of the annual report and accounts as well as the administration of the Board and President. The previous year,
other services referred mainly to modifications to the new Anti-Money Laundering Act.

m Financialincome and expenses

Group Parent Company
Financialincome, SEK million 2018 2017 2018 2017
Interest income from bank balances 0 0 0
Exchange-rate gains 0 0 0
Change in value of assets, Triss Manadsklover 12 6 12 6
Other financial income 2 2 3 2
Total 14 8 15 9

Group Parent Company
Financial expenses, SEK million 2018 2017 2018 2017
Interest expense -0 -0 -0 -0
Change in value of liabilities, Triss Manadsklover =17 -8 -17 -8
Other financial expenses -0 -1 -0 -1
Total =17 -9 =17 -9

Group Parent Company
Net gains/losses, SEK million 2018 2017 2018 2017
Result from changes in exchange rates 0 0 0 0
Financial assets and liabilities measured at fair value in profit and loss -5 -2 -5 -2
Financial assets and liabilities measured at amortised cost 2 1 2 1
Total -3 -1 -3 0
The Parent Company'’s interest income includes intra-Group income in the amount of SEK 0.5 million (0.4).
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Group Parent Company

Recognised in profitand loss, SEK million 2018 2017 2018 2017
Deferred tax (-)/tax income pertaining to temporary differences
Leasehold improvements -0 4 = =
Buildings 0 0 — —
Total reported tax charge 0 4 — —

Group Parent Company Tax assets and liabilities are calculated using current tax rates with
Tax assets and liabilities, SEK million 2018 2017 2018 2017 consideration to pending tax changes.

Tax assets
Leasehold improvements

As of 1January 2019, the Parent Company AB Svenska Spel and its sub-
sidiaries Casino Cosmopol AB and Svenska Spel Sport & Casino are tax
liable for their business activities. In conjunction with the taxation

Buildings 3 3 — — R SR K

entry, an investigation is underway concerning how the Company
doblli 7 5 — — should manage depreciation for tax purposes. As the issue is still

unclear, no deferred tax has been recognised relating to temporary
Tax liabilities differences between the carrying amounts and tax amounts in these
Buildings 2 3 — — companies.
Total tax liabilities 2 3 — -

The Svenska Spel Group has tax loss carry-forwards of SEK 60 million
Deferred tax, net 5 5 — — (7.

m Intangible assets

Capitalised Ongoing

devel (o] i Total projectsin Total
Group, SEK million projects projects  Parent Company subsidiaries Licenses Group
Accumulated cost
Opening balance, 1January 2017 825 55 880 — 19 899
Acquisitions 16 7 23 — — 23
Reversals 10 -10 — — — —
Sales/disposals —-28 — -28 — — —-28
Closing balance, 31December 2017 823 52 876 — 19 894
Opening balance, 1January 2018 823 52 876 — 19 894
Acquisitions — 56 56 33 — 89
Reversals 3 =3 — — — —
Sales/disposals —47 -45 -47 = = —47
Closing balance, 31December 2018 779 60 885 33 19 937
accumulated amortisation and impairment
Opening balance, 1January 2017 —-614 —45 -660 — -19 -678
Amortisation for the year -81 — -81 — -0 -81
Impairment for the year — — — — — —
Sales/disposals 21 — 21 — — 21
Closing balance, 31December 2017 -674 -45 =720 — -19 -738
Opening balance, 1January 2018 -674 —45 —720 — -19 —738
Amortisation for the year -81 — -81 — -0 -81
Impairment for the year — — — — — —
Sales/disposals 41 45 87 — — 87
Closing balance, 31December 2018 =714 0 -74 - -19 -732
Carrying amount, 31December 2017 149 7 156 — 0 156
Carrying amount, 31December 2018 66 60 126 33 0 159
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Note 7 cont.

Impairment assessments

Continuous analyses are carried out of the Group’s intangible assets to
ascertain if indications exist of a need for impairment. If indications
exist, the intangible asset’s recoverable amount is measured based on
future estimated cash flows. The estimated cash flows are primarily
estimated sales and expenses for each respective asset. The sales

assessment is completed by means of internal analyses of the avail-
able market and the market penetration attained for the games and
lotteries of the particular assets.
The analyses indicate no impairment requirement exists. No impair-
ment was performed for intangible assets during the current or pre-

cedingyear.

\\[J-X: ] Property, plant and equipment

Freeholdimprove-

Buildings ments Leaseholdimprove-  Constructionin Equipment Ongoing projects,
Group, SEK million and land ments prog and p quip Total
Accumulated cost
Opening balance, 1January 2017 238 244 299 12 1,673 71 2,537
Acquisitions — 3 2 16 107 103 231
Reversals — 6 5 -12 34 -34 —
Sales/disposals -9 — -0 — -68 — =77
Closing balance, 31December 2017 229 254 306 16 1,746 141 2,691
Opening balance, 1January 2018 229 254 306 16 1,746 141 2,691
Acquisitions — 10 — — 93 18 121
Reversals - 16 — -16 124 -124 —
Sales/disposals — -0 — — —-187 — -187
Closing balance, 31December 2018 229 280 306 — 1,776 35 2,625
Accumulated depreciation and impairment
Opening balance depreciation, 1January
2017 -50 -89 -153 - -1,416 - -1,708
Depreciation for the year -1 -8 -15 — -121 — —145
Sales/disposals 9 — — — 62 — 72
Closing balance, 31December 2017 -43 -97 -168 — -1,474 — -1,782
Opening balance, impairment, 1January 2017 — — -67 — -6 — =73
Impairment for the year — — — — — — —
Sales/disposals — — — — 6 — 6
Closing balance, 31December 2017 - - -67 — — - -67
Opening balance depreciation, 1January
2018 -43 -97 -168 — -1,474 — -1,782
Depreciation for the year -1 -10 -15 — -140 — -167
Sales/disposals — 0 — — 187 — 187
Closing balance, 31December 2018 -44 -107 -183 - -1,428 - -1,762
Opening balance, impairment, 1January 2018 — — -67 — — — -67
Impairment for the year — — — — — — —
Sales/disposals — — — — — — —
Closing balance, 31December 2018 — — -67 — — — -67
Carrying amount, 31December 2017 186 157 Al 16 272 14 842
Carrying amount, 31December 2018 185 173 56 - 348 35 796
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Buildings Freehold Leasehold Construction Equipment Ongoing projects,

Parent Company, SEK million andland impro impro inprogress  and computers equipment Total
Accumulated cost

Opening balance, 1January 2017 31 61 16 1 1,192 68 1,369
Acquisitions = 3 0 16 58 103 180
Reversals - - 1 -1 31 =31 -
Sales/disposals — — — — -20 — -20
Closing balance, 31December 2017 31 64 17 16 1,261 141 1,529
Opening balance, 1January 2018 31 64 17 16 1,261 141 1,529
Acquisitions — 10 — — 62 l 84
Reversals - 16 - -16 123 -123 =
Sales/disposals — — — — -142 — —142
Closing balance, 31December 2018 31 90 17 — 1,304 28 1,471
Accumulated depreciation and impairment

Opening balance, 1January 2017 -14 -32 -2 — -1,035 — -1,082
Depreciation for the year -1 -3 -2 — -82 — -87
Sales/disposals — — — — 19 — 19
Closing balance, 31December 2017 -14 -34 -4 - -1,097 - -1,150
Opening balance, 1January 2018 -14 -34 -4 — -1,097 — -1,150
Depreciation for the year -0 -5 -2 — -102 — -109
Sales/disposals — — — — 142 — 142
Closing balance, 31December 2018 -15 -39 -5 — -1,057 — -1,17
Carrying amount, 31December 2017 17 30 13 16 164 141 380
Carrying amount, 31December 2018 16 51 n - 248 28 354

No impairment was performed for property, plant and equipment during the current or preceding year.

m Financial risk management

Financial risk management

The Group is exposed to various financial risks through its operations:
Currency risk, interest-rate risk, credit risk and liquidity risk. Ongoing
risk management is managed by a central finance department pursu-
ant to adopted policies and guidelines. The Board decides policies for
overall risk management and financial management.

Currency risk
The Group is active only in Sweden but is exposed to currency risks,
such as those arising from currency exposures pertaining to the pur-
chasing of specialised equipment and the printing of lottery tickets,
international gaming partnerships (Viking Lotto and Eurojackpot) as
well as the sale of licenses for the responsible gaming tool Playscan.
The exposure is to EUR, USD, CHF and GBP. Currency risk arises only
through future business transactions since the Group does not have
any assets or liabilities in currencies other than SEK.

Currency futures are used to manage the currency risk, whichisin
accordance with the Group’s finance policy. The remaining currency
risk is assessed as negligible.

96

The Group’s transaction exposure, i.e. currency future contracts, is
allocated across the following currencies:

» Value Value .
Net position ! h Netp i
Currency, SEK million 31Dec. 2018 -10% +10%  31Dec.2017
EUR 106.5 95.9 17.2 371.4
uUsD 4.1 3.7 4.6 4.2
CHF 0.2 0.2 0.2 1.0
NOK 1.8 1.6 2.0 —
GBP 1.5 1.4 1.7 4.0
Total 114.2 102.8 125.6 380.6

The Group gauges and follows up currency risks through the control
and reporting of net exposure in each currency.

A sensitivity analysis of a temporary change in exchange rates by
+/—10% on the balance-sheet date demonstrates that a decline in the
exchange rate of 10% vis-a-vis SEK would entail a negative impact on
earnings of about SEK 11 million.
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Interest-rate risk

The Group has no borrowings from any credit institution. The Group’s
interest-rate risks pertain to interest-rate fluctuations related to invest-
ments ininflation-indexed, mortgage-based and treasury bonds and
surplus liquidity investments. Inflation-indexed and treasury bonds
are used to hedge the Group’s commitments to winners in the Triss
Manadsklover lottery. Svenska Spel pays a nonrecurring amount to an
independent administrator for every win. This paymentis based on a
present value calculation of future winnings payments at the current
rate of interest on the Swedish inflation-indexed bond market. The
payment is adjusted to cover future payments to winners. The liability
to winners until September 2012 is upwardly adjusted annually in line
with the Consumer Price Index [CPI) trend. For winners from October
2012, this CPl adjustment is not made. To manage interest-rate risk relat-
ing toinflation-indexed, mortgage-based and treasury bonds, itis the
responsibility of the manager to ensure that the interest-rate sensitiv-
ity of investments is the same as that of the liability to the winners, and
that the portfolio’s interest-rate sensitivity corresponds to that of the
liability as far as possible.

A small portion of the Group’s surplus liquidity isinvested in finan-
cialinstruments that largely comprise zero-coupon bonds, commer-
cial paper and deposits. These investments have a prime rating and
are held till maturity.

Taken together, the Group’s interest-rate risk is assessed as rela-
tively low.

Creditrisk

One area of the Group’s credit risk pertains to funds generated on an
ongoing basis at retailers and business partners who sell the Group’s
range of products on an assignment basis. There are detailed proce-
dures for the approval of retailers and business partners, and they are
based on stringent requirements for and the risk assessment of retail-
ers. Funds are collected weekly by autogiro. Svenska Spel has
well-functioning procedures for controlling abnormal cash flows
among retailers. In the case of retailers who do not pay on time, mea-
sures are taken by requesting collateral during the period of the
retailer agreement and imposing short invoice-to-payment periods on
the retailer. As gaming may not be pursued using credit, which means
consolidated revenue consists exclusively of cash transactions, credit
risk in Group operations is limited.

For credit risk pertaining to the investment of surplus liquidity, there
is a set limit structure under the Group’s finance policy that entails that
investments may be only made with counterparties with a credit rating
equal to or higher than A according to Standard & Poor’s credit rating.
The policy also limits the size of the investment with each institution.

Exposure to the Swedish State arises in conjunction with the hold-
ing of Swedish inflation-indexed, mortgage-based and treasury
bonds and in connection with the advance payment of forecast annual
dividends to the Swedish National Debt Office.

The Group applies approaches for expected credit losses to all
financial assets recognised at amortised cost. For trade receivables
that primarily comprise receivables from retailers and business part-
ners with a due date of approximately two weeks, the simplified
approachis applied based on historic information with adjustments
for forward looking factors. For cash and cash equivalents, the general
approachis applied but as they comprise bank balances with a due
date of well under twelve months, a provision is calculated based on
this and an assessment of the risk at the banks based on rating.

In allinstances, the provision amounts to an insignificant amount.

Svenska Spel Annual Report 2018

Maximum credit exposure 31Dec 2018 31Dec 2017
Inflation-indexed, mortgage-covered and

treasury bonds 1,479 1,554
Lending to creditinstitutions 3,732 3,517
Zero-coupon bond, commercial paper

and deposits — 401
Trade and other current receivables 670 626
Set off, National Debt Office 1,150 1,150
Total 7,031 7,249
Liquidity risk

The Group’s financial liabilities consist of unpaid winnings, funded
winnings and trade payables. The liquidity risk pertaining to unpaid
winnings is considered negligible as most games and lotteries are
based on an allocation of funds among participants in the game. As
gaming may not be pursued using credit, the funds to be allocated
among participants comprise cash. Winnings in the Triss Manadsklover
lottery are paid for periods up to 50 years. These payments are admin-
istrated by an external party and based on funds being paid for each
win to the administrator to cover all future payments to the winner.

Liquidity risk has historically been low and each year the Group
accumulates substantial amounts of cash and cash equivalents and
non-restricted equity that are paid annually in their entirety to the
owner. To minimise liquidity risk, the Group works proactively in
matching the maturities of financial assets with anticipated pay-out
dates.

The Group covers the below liabilities with working capital.

Maturity structure of financial Within Within Later
liabilities at 31Dec. 2018 lyear 1-5years than5years Total
Unpaid winnings 624 590 583 1,797
of which Triss M&nads-
kléver 174 590 583 1,347
Trade payables and other
current liabilities 686 — — 686
Funded winnings 781 — — 781
Other non-current liabilities — 10 — 10
Total 2,091 600 583 3,274
Maturity structure of financial Within Within Later
liabilities at 31Dec. 2017 lyear 1-5years than5years Total
Unpaid winnings 647 610 630 1,887
of which Triss M&nads-
kldver 178 610 630 1,417

Trade payables and other

current liabilities 547 — — 547
Settlement fund 126 - — 126
Funded winnings 822 — — 822
Other non-current liabilities — 10 — 10
Total 2,143 620 630 3,392
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m Financial instruments

Effects on financial assets, 1January 2018

IAS 39 recognised as of 31December 2017

IFRS 9 reclassified as of 1January 2018

Fair value in profit

Fair valuein other
comprehensive

Measured at Fairvaluein profitandloss Amortised cost andloss income Amortised cost
Classified
Holdings for trad- ontheinitial rec- Loanandtrade

SEK million Category ing ognition date Held to maturity receivables Others Hold and own Hold
Inflation-indexed bonds = 952 = = 952 = =
Treasury bonds — 564 — — 564 — —
Mortgage-based bonds — 38 — — 38 — —
Zero-coupon bonds = = 401 = = = 401
Trade and other current receivables

— — — 626 — — 626
Set off, National Debt Office — — — 1,150 — — 1,150
Cash and cash equivalents — — — 3,517 — — 3,517
Total — 1,554 401 5,294 1,654 - 5,694
Financial assets, Group

Measured at Fairvaluein profitand loss Amortised cost
SEK million, 31Dec. 2018 Category Others Hold Total
Inflation-indexed bonds 827 = 827
Treasury bonds 617 — 617
Mortgage-based bonds 35 — 35
Trade and other current receivables — 670 670
Set off, National Debt Office — 1,150 1,150
Cash and cash equivalents — 3,732 3,732
Total 1,479 5,552 7,031
2018 2017

Fair value hierarchy, SEK million Levell Level 2 Level 3 Total Levell Level 2 Level 3 Total
Financial assets recognised at fair value
Inflation-indexed bonds 827 — — 827 952 — — 952
Treasury bonds 617 — — 617 564 — — 564
Mortgage-based bonds 35 — — 35 38 — — 38

For the Group’s entire financial investments in the other financial liabili-
ties category, the fair value is deemed to match the carrying amount.
Svenska Spel measuresiits inflation-indexed, mortgage-based and
treasury bonds at fair value in profit and loss. Inflation-indexed, mort-
gage-based and treasury bonds are classified under value hierarchy 1
since they are measured at market prices.

value was SEK 12 million (6).

Interest-rate risk, SEK million

The Group’s security holdings in inflation-indexed bonds, mort-
gage-based bonds and treasury bonds pertaining to investments for
the Triss Manadsklover lottery, amounted to SEK 1,479 million (1,554), of
which SEK 1,363 million (1,513) comprises the non-current portion and
SEK 117 million (42) the current portion. Investments and divestments
totalled an expense of SEK 87 million (expense: 99) and the change in

Nominal value

Maturity date

Couponrate, %

Inflation-indexed bonds

3,102 221 1Dec. 2020 4.00
3,108 169 1Jun. 2022 0.25
3,109 93 1Jun. 2025 1.00
3,112 63 1Jun. 2026 0.13
3,104 37 1Dec. 2028 3.50
3, 23 1Jun. 2032 0.13
Total 607

Mortgage-based bonds

1,582 34 18 Sep. 2019 2.50
Total 34
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Note 10 cont.

Treasury bonds
1,052 77 12 Mar. 2019 4.25
1,047 99 1Dec. 2020 5.00
1,054 107 1Jun. 2022 3.50
1,057 82 13 Nov. 2023 1.50
1,058 55 12 May 2025 2.50
1,059 48 12 Nov. 2026 1.00
1,060 36 12 May 2028 0.75
1,056 33 1Jun. 2032 2.25
1,053 17 30 Mar. 2039 3.50
Total 554
Cash and cash equivalents 3,732 0.00
Financial liabilities, Group
Fair valuein Amortised

SEK million, 31Dec. 2018 Measured at profitand loss cost Total
Unpaid winnings 1,347 450 1,797

of which Triss M&nadskléver 1,347 — 1,347
Trade payables and other current liabilities — 686 686
Funded winnings — 781 781
Other non-current liabilities — 10 10
Total 1,347 1,927 3,274

Fair value in profit and loss

Held for Classified on the initial Other financial

SEK million, 31Dec. 2017 trading recognition date liabilities Total
Unpaid winnings — 1,417 470 1,887

of which Triss Manadskléver — 1,417 — 1,417
Trade payables and other current liabilities — — 547 547
Settlement fund — — 126 126
Funded winnings — — 822 822
Other non-current liabilities — = 10 10
Total — 1,417 1,975 3,392

2018 2017

Fair value hierarchy, SEK million Levell Level 2 Level 3 Total Levell Level 2 Level 3 Total
Financial liabilities recognised at fair value
Unpaid winnings, Triss Manadsklover — 1,347 — 1,347 — 1,417 — 1,417

The Group’s unpaid winnings pertaining to Triss Manadskl6ver are val-

ued under value hierarchy 2 since they are measured using observ-
able market data. Unpaid winnings pertain to liabilities to winners in
the Triss Manadskléver game for future payments that Svenska Spel is
obliged to perform. Cash flow is discounted with a yield curve that is
calculated based on existing liquid, market-valued nominal Swedish
treasury bonds.

Where Svenska Spel has guaranteed winners in the Triss Mdnadsk-
|6ver lottery inflation-indexed payments, the future cash flow is
indexed up by the actual consumer price index (CPI) and the discount
curve used is an inflation-indexed curve calculated based on existing
liquid, market-valued inflation-indexed Swedish treasury bonds.

Present value
Nominalvalue, weightedreal discountrate,

Interest-rate risk, SEK million SEK million %
Unpaid winnings, Triss Manadskl6ver, debt portfolio 1

Within1year 105 —-2.38
Within 1-5 years 307 -2.17
More than 5 years 269 -1.50
Unpaid winnings, Triss Manadskléver, debt portfolio 2

Within1year 68 -0.53
Within 1-5 years 263 —-0.26
More than 5 years 298 0.46
Total 1,309
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m Trade and other current receivables

Group Parent Company

SEK million 2018 2017 2018 2017
Tradereceivables

Receivables, gaming and lottery retailers 279 289 279 289
Receivables, Vegas partners 20 25 20 25
Other trade receivables 15 10 1 6
Total 314 323 310 320
Other currentreceivables

Currentreceivables, customers’ gaming account 325 273 325 273
Other currentreceivables 31 30 18 18
Total 356 303 343 291
Total trade and other current receivables 670 626 653 611

All trade receivables are due within 30 days. Doubtful trade receivables amounted to SEK 4.4 million (4.9); costs for losses on trade receivables

amounted to SEK 0.6 million (2.5).

m Prepaid expenses and accrued income

Group Parent Company
SEK million 2018 2017 2018 2017
Prepaid retailer commissions 6 7 6 7
Accruedreceivables 164 146 148 136
Other interim receivables 22 24 1 3
Total 192 177 155 146
m Cash and cash equivalents
Group Parent Company
SEK million 2018 2017 2018 2017
Cash and cash equivalents/cash and bank 3,732 3,517 3,589 3,366
of which collateral on deposit from retailers 3 2 3 2

Group

Share capital

The registered share capital was 2,000 ordinary shares at 31 December
2018, at a quotient value of SEK100 per share. Holders of ordinary
shares are entitled to dividends that are determined by resolution of
the AGM.

Statutory reserve
The Group has statutory reserves amounting to SEK 80,000 (80,000]), of
which SEK 40,000 (40,000] pertains to the Parent Company.

Parent Company
AB Svenska Spelis 100% owned by the Swedish State and is under the
administration of the Ministry of Enterprise and Innovation.

Non-restricted equity
Non-restricted equity in the Parent Company is the amount available

100

for distribution to equity holders. Non-restricted equity comprises
retained earnings and net profit for the year after provisions to devel-
opment expenditure reserves.

Dividends to the owner, the Swedish State
The owner, the Swedish State, disposes of the Parent Company’s
non-restricted equity. The Company’s profit for the financial year is
loaned interest-free to the Swedish State. Payments are made on a
quarterly basis 31July, 31 October, 15 February and with a final account
against paid dividend following a decision of Svenska Spel’'s AGM.
For the 2017 profit, SEK 4,691 million [4,823) was paid to the Swedish
State following the decision of the 2018 AGM. Of the resolved divi-
dend, SEK 1,150 million was paid in advance in 2017, and the remaining
SEK 3,541 was paid in 2018. Over the course of 2018, SEK 1,150 million,
relating to the profit for 2018, was loaned in advance to the State. Over
the course of 2018, SEK 4,691 million was paid to the Swedish State.
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m Earnings per share

The calculation of earnings per share for 2018 is based on consolidated
profit for the year of SEK 4,522 million (4,709) divided by the average
number of shares outstanding. Earnings per share for 2018 totalled SEK

2,261,000 (2,354,000). The number of shares outstanding did not
change during the year. No equity instruments have been issued that
could lead to dilution of equity.

m Unpaid winnings

Svenska Spel’s liabilities to winners consist of current and non-current
unpaid winnings. Winnings that are due within one year are current.

Non-current liabilities comprise unpaid winnings that belong to the
winners of Triss Manadskldver that are due after 1 year and may be
paid out forup to 50 years.

Group Parent Company
SEK million 2018 2017 2018 2017
Current liabilities
Unpaid winnings, games and lotteries 450 470 450 470
Unpaid winnings, Triss Manadskléver 174 178 174 178
Total 624 647 624 647
Non-current liabilities
Unpaid winnings, Triss Manadskléver 1-5 years 590 610 590 610
Unpaid winnings, Triss Manadskldver >5 years 583 630 583 630
Total 1,173 1,240 1,173 1,240
m Other non-current liabilities

Group Parent Company
SEK million 2018 2017 2018 2017
Pension provisions 7 7 6 7
Retailer collateral 3 2 3
Total 10 10 9

Retailer collateral

In certain cases, AB Svenska Spel requires retailer collateral based on
individual assessment of each retailer which is normally held for the
duration the retailer is active, thereby making it a non-current liability.

Pension provisions

Pension provisions are calculated in the Parent Company according to
the Pension Obligations Vesting Act and reported in the balance sheet
as a non-current liability.

Commitments for defined-benefit old-age pensions and family pen-
sions (alternative family pension) under the ITP 2 plan for salaried
employeesin Sweden are covered through insurance with Alecta.
According to a statement from the Swedish Financial Reporting Board
UFR 10, Recognition of ITP 2 pension plan financed through insurance
with Alecta, this is a multi-employer defined-benefit plan. For the 2018
financial year, the Company has not had access to the requisite infor-
mation to allow reporting of its proportional share of the plan’s obliga-
tions, plan assets and costs, which means that it was not possible to
report the plan as a defined-benefit plan. Accordingly, the ITP 2 pen-
sion plan thatis secured through aninsurance in Alectais reported as a
defined-contribution plan. Premiums for the defined-benefit old-age
pensions and family pensions are calculated on an individual basis and
are influenced by items including salary, previously earned pension
entitlements and remaining period of service. Expected fees for ITP 2
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insurances with Alecta for the next reporting period total SEK 33.6 mil-
lion (30.7). The Group’s share of total fees under the plan and the
Group’s share of the total number of active plan members amounted
t0 0.172% and 0.143% respectively (0.169 and 0.165 respectively].

Alecta manages large portions of the ITP plan, which are insured via
Collectum. The collective consolidation level is determined as the mar-
ket value of Alecta’s assets as a percentage of insurance commitments
calculatedin line with Alecta’s actuarial methods and assumptions,
which do not comply with IAS 19. The collective consolidation level is
normally permitted to vary between 125% and 155%. If Alecta’s collec-
tive consolidation level falls below 125% or exceeds 155%, measures
must be taken to create the requisite conditions for the level of con-
solidation to return to normal. One possible measure with alow con-
solidation levelis to raise the contractual price for new subscriptions
and expansion of existing benefits. One possible measure with a high
consolidation levelis to lower premiums. At the end of 2018, Alecta’s
surplus in the form of the collective consolidation level was prelimi-
narily to 142% (154%). In 2018, costs for the Group’s pension insurance
amounted to SEK 87.5 million [73.6), of which those taken out with
Alecta amounted to SEK 51.7 million [45.0).

Svenska Spel also has a smaller pension commitment through
Svenska Spel’s Pension Foundation. The funds at the disposal of the
foundation do not fully cover the pension commitments. The differ-
enceisrecognised as a non-current liability in the balance sheet.
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L\ [ICX[: M Trade payables and other current liabilities

Group Parent Company
SEK million 2018 2017 2018 2017
Trade payables 225 176 190 149
Current liabilities to gaming customers 325 273 325 273
Other current liabilities 136 98 102 65
Total 686 547 617 487

m Settlement fund and funded winnings

50% of unclaimed winnings were placed in the settlement fund for
games and lotteries in 2018 and the remaining 50% are recognised as
revenue. Withdrawals from the settlement fund were used for pay-
ment of unclaimed winnings [compensation claims) and repayments to
winning participants in various games, for example to increase win-

nings frequency for a specific lotteries campaign. Settlement fund
was dissolved on 31 December 2018.

Funded winnings consist of winnings under the total winnings
schedule per product and game but, which have yet to be won, for
example, the build-up of a jackpot. Profits are allocated to the funds
after the completion of games.

Group Parent Company
SEK million 2018 2017 2018 2017
Settlement fund
Opening provision 126 185 126 185
Change for the year -126 -59 -126 —-59
Closing provision - 126 - 126
Funded winnings
Opening provision 822 536 807 521
Change for the year -4 286 -140 286
Closing provision 781 822 668 807
m Accrued expenses and deferred income

Group Parent Company
SEK million 2018 2017 2018 2017
Prepaid stakes for multi-week games 128 135 126 135
Employee-related expenses 94 88 46 49
Other interim liabilities 107 64 86 63
Total 329 287 259 247
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Operating lease agreements as lessee

All lease agreements entered into by the Svenska Spel Group as ales-
see are of an operational nature. The agreements mainly relate to the
rental of office and casino premises as well as data centres. The
Group'’s leasing costs amounted to SEK 75.6 million [72.6), of which SEK
68.3 million [62.7) pertained to rent on premises. The Parent Company’s
leasing costs for 2018 were SEK 45.4 million (42.2), of which SEK 40.9 mil-
lion (35.7) pertained to rent on premises.

The lease for the casino in Sundsvall extends over a further 12 years,
while the leases for the casinos in Gothenburg and Malmé extend
over four years. The leases contain an indexing clause for the annual
calculation of rental payments. The Parent Company’s leasing costs
pertain to office premises in Solna and office premises and data cen-
tresin Visby. The lease agreement in Solna extends for a further eight
years and the agreements in Visby for a further three to ten years.

Group Parent Company
Maturity structure of lease agreements for office and casino premises and data centres, SEK million 2018 2017 2018 2017
Within1year 73 68 43 39
Within1-5 years 248 271 153 155
More than 5 years 160 191 101 128
Total 481 531 296 321

Operating lease agreements as lessor

The Group’s agreements as a lessor relate to the renting out of equip-
ment to retailers. After five years, the annual revenue from operating
lease agreements, pertaining to the renting out of equipment to retail-
ers, is assessed to amount to approximately SEK 65-70 million annually.

Equipment comprising digital screens and retailer and lottery termi-
nals are recognised as property, plant and equipment in Svenska
Spel’s balance sheet and have an estimated depreciation period of
three to five years.

Group Parent Company
Maturity structure of digital screens and retailer and lottery terminals, SEK million 2018 2017 2018 2017
Within1year 72 68 72 68
Within1-5 years 290 272 290 272
Total 362 340 362 340
Carrying amounts of digital screens and retailer and lottery terminals, SEK million 2018 2017 2018 2017
Opening cost 330 269 330 269
Purchases for the year and reversals 12 65 n2 65
Sales for the year —88 -4 —-88 -4
Closing cost 354 330 354 330
Opening depreciation —262 —244 -262 -244
Depreciation for the year —-41 -22 -41 -22
Sales for the year 88 4 88 4
Closing depreciation -215 -262 -215 -262
Carrying amount 139 68 139 68
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m Pledged assets and future obligations

Group Parent Company
Pledged assets, SEK million 2018 2017 2018 2017
Credit guarantees 32 31 32 31
Total 32 31 32 31
Future obligations

Company-specific contractual obligations in the Group primarily per-
tain to sponsorship agreements and television agreements and
amounted to SEK 335 million (346) within one year, to SEK 298 million
[289) within one to five years and no obligations extend for more than
five years.

m Affiliates

Group companies

The delivery of services and products among Group companies is
subject to commercial terms and conditions and market pricing. In
2018, the Parent Company purchased services from other Group com-
panies at a value of SEK 0.0 million (0.0) and sold services to other
Group companies at a value of SEK 14.3 million [4.8).

State-owned companies
During the year, the Group purchased services for substantial amounts
from the following state-owned companies:

SEK million 2018 2017
PostNord AB 24.5 28.6
TeliaSonera AB 8.7 10.3
Vattenfall AB 6.9 8.0

Swedish State

According to alicence issued by the Government on 22 December
2004 to organise lotteries, under Other provisions, item 8.5, the Com-
pany’s profit during the financial year shall be lent interest-free to the
Swedish State [National Debt Office). Funds loaned are deducted from
the dividend following a resolution by the Company’s AGM. On 5
October 1998, Svenska Spel was granted exemption from the provi-
sions in Chapter 21, Section 1 of the Swedish Companies Act with
respect to the prohibition onloans. At year-end, funds on loan to the
National Debt Office totalled SEK 1,150 million 1,150).

m Transfer of operations

Re-regulation of the Swedish gaming market, effective as of 1January
2019, means that segments of the Swedish gaming market were made
open for the market’s gaming companies to apply for licenses.

The re-regulation means that Svenska Spel may not conduct betting
and commercial online gaming in the same company as other games.
Subsequently, AB Svenska Spel formed a new subsidiary, Svenska Spel
Sport & Casino AB, (Corp. Reg. No 559128-473]1). As of 1 January 2019, the

new subsidiary offers all the betting and commercial online gaming
that was formerly conducted by AB Svenska Spel. Parts of the opera-
tions formerly conducted by AB Svenska Spel have therefore been
transferred to Svenska Spel Sport & Casino AB as of the new year. The
transfer involves, among other things, the brand, customers, person-
nel, agreements and certain other assets and liabilities such as funded
winnings and prepaid stakes. The purchase price amounted to SEK 0.

Balance-sheetitems transferred from AB Svenska Spel to Svenska Spel Sport & Casino AB, 31Dec. 2018 31Dec.2018
Prepaid expenses and accrued income 2
Total assets 2
Funded winnings 102
Accrued expenses and deferred income 9

Total liabilities
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m Participations in Group companies

Parent Cc y’s participati in Group c ies, SEK 000s 2018 2017
Opening cost 141,366 141,166
Acquisitions' 5,600 200
Closing accumulated cost 146,966 141,366
Opening impairment? —70,000 —70,000
Impairment for the year — —
Closing accumulated impairment —70,000 —70,000
Carrying amount 76,966 71,366

1. Refers to shareholder’s contribution to Svenska Spel Sport & Casino AB.
2.Refers to the impairment of shares and participations in Svenska Spels Férvaltnings AB due to the carrying amount exceeding the consolidated net value.

Carryingamount, Carryingamount,

SEK 000s, Parent SEK 000s, Parent

Company, Company,

Participations in subsidiaries Corp.Reg.No. Reg. office Share of equity, % Number of shares 31Dec. 2018 31Dec. 2017
Svenska Spels Forvaltnings AB 556597-7278 Visby 100 1,000 71,066 71,066
Casino Cosmopol AB 556485-4296 Stockholm 100 1,000 100 100
Svenska Spel Sport & Casino AB 559128-4731 Visby 100 2,000 5,800 200

Parent Company’s participations in indirectly owned subsidiaries Corp.Reg.No. Reg. office Share of equity, % Number of shares
CC Casino Restaurang AB 556586-7016 Stockholm 100 1,000
Casino Cosmopols Fastighets AB 556598-3409 Stockholm 100 1,000
Group Parent Company
Profit from participations in Group panies, SEK million 2018 2017 2018 2017
Anticipated dividend from Casino Cosmopol AB — — 409 443

m Proposed distribution of profits

The following profitis at the disposal of the
Annual General Meeting:

The Board of Directors and the CEO propose that the above amount
be distributed as follows:

Non-restricted equity in the Parent Company, SEK SEK

. . To be paid to the shareholder 4,478,177,039
Retained earnings 0 -
Changein development expenditure reserves —38,008,827 [eEClailositaiad y
Net profit for the year 4,516,185,866 Total 4,476,177,039
Total 4,478,177,039 The Group’s and Parent Company’s consolidated statement of comprehensive

income and consolidated balance sheet will be presented for adoption at the AGM
on 25 April 2019.

m Events after the balance-sheet date

As of 1January, the Parent Company AB Svenska Spel and its subsidiar-
ies Casino Cosmopol AB and Svenska Spel Sport & Casino AB are tax
liable for their business activities. In conjunction with the taxation
entry, an investigation is underway concerning how the Company
should manage depreciation for tax purposes. As the issue is still
unclear, no deferred tax has been recognised relating to temporary
differences between the carrying and tax amounts in these compa-
nies.

Svenska Spel extends the collaboration with the Swedish Ice
Hockey Association and stays on as head sponsor until 2025 with the
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option of a further two years. The agreement is worth more than SEK
200 million.

In January, Svenska Spel Sport & Casino launched both online casino
and betting on horses.The Swedish Trade Association for Online Gam-
bling (BOS) has lodged a complaint with the Swedish Competition
Authority regarding Svenska Spel’s alleged abuse of its dominant
position. On 22 February 2019, the Competition Authority decided not
to announce aninterim ban. The Authority will then examine whether
the complaint should be dismissed or whether a case should be
opened.
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Annual Report sighatures

The Board and CEO affirm that the consolidated accounts
have been prepared in accordance with the International
Financial Reporting standards (IFRS) as adopted by the EU
and provide a fair and accurate overview of the Group’s
financial position and results. The annual accounts have
been prepared in accordance with generally accepted
accounting principles and provide a fair and accurate over-

view of the Parent Company'’s financial position and results.

The Directors’ Report for the Group and Parent Company
provides a fair and accurate overview of the Group and Par-
ent Company’s operations, position and results, and
describes material risks and uncertainties faced by the Par-
ent Company and the companies included in the Group.

The 2018 Sustainability Report has been approved for
publication by the Board.

Visby, 13 March 2019

Erik Strand
Chairman of the Board

Eivor Andersson
Board member

Johan Strid
Board member

Eva-Britt Gustafsson
Board member

Fredrik Ahlberg
Board member

Lars Nilsson
Board member

Martina Ravn
Board member
Employee representative

Patrik Hofbauer
President and CEO

Our Auditor’s Report relating to this Annual Report was submitted on 13 March 2019

Deloitte AB

Jonas Stahlberg
Authorised Public Accountant
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Auditor’s Report

To the general meeting of the shareholders of AB Svenska
Spel [publ) corporate identity number 556460-1812

Report on the annual accounts
and consolidated accounts

OPINIONS

We have audited the annual accounts and consolidated
accounts of AB Svenska Spel [publ] for the financial year
2018-01-01 — 2018-12-31 except for the corporate governance
statement on pages 68—75. The annual accounts and consol-
idated accounts of the company are included on pages
50-113 in this document.

In our opinion, the annual accounts have been prepared
inaccordance with the Annual Accounts Act and present
fairly, in all material respects, the financial position of parent
company as of 31 December 2018 and its financial perfor-
mance and cash flow for the year then ended in accor-
dance with the Annual Accounts Act. The consolidated
accounts have been prepared in accordance with the
Annual Accounts Act and present fairly, in all material
respects, the financial position of the group as of 31Decem-
ber 2018 and their financial performance and cash flow for
the year then ended in accordance with International Finan-
cial Reporting Standards (IFRS), as adopted by the EU, and
the Annual Accounts Act. Our opinions do not cover the
corporate governance statement on pages 68-75. The stat-
utory administration report is consistent with the other
parts of the annual accounts and consolidated accounts.
We therefore recommend that the general meeting of
shareholders adopts the income statement and balance
sheet for the parent company and the group.

BASIS FOR OPINIONS
We conducted our audit in accordance with International
Standards on Auditing (ISA) and generally accepted audit-
ing standards in Sweden. Our responsibilities under those
standards are further described in the Auditor’s Responsi-
bilities 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 eth-
ical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opin-
ions.

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
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pages 1-50 and 114-121. The Board of Directors and the Man-
aging 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 account our 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, conclude that there is a material misstatement
of this other information, we are required to report that
fact. We have nothing to reportin 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, concern-
ing the consolidated accounts, in accordance with IFRS as
adopted by the EU. The Board of Directors and the Manag-
ing 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 dis-
close, 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 lig-
uidate the company, to cease operations, or has no realistic
alternative but to do so.

AUDITOR’S RESPONSIBILITY

Our objectives are to obtain reasonable assurance about
whether the annual accounts and consolidated accounts as
a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assur-
ance, 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 misstate-
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ment when it exists. Misstatements can arise from fraud or

error and are considered material if, individually orin the

aggregate, they could reasonably be expected to influ-
ence 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 scepiti-
cism throughout the audit. We also:

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

» Obtain an understanding of the company’s internal control

relevant to our audit in order to design audit procedures

that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the company’s internal control.

Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and

related disclosures made by the Board of Directors and
the Managing Director.

» Conclude on the appropriateness of the Board of Direc-

tors’ and the Managing Director’s use of the going con-

cern 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 con-
clude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclo-
sures in the annual accounts and consolidated accounts
or, if such disclosures are inadequate, to modify our opin-
ion 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.

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 transac-
tions and events in a manner that achieves fair presenta-
tion.

Obtain sufficient and appropriate audit evidence regard-

ing the financial information of the entities or business

activities within the group to express an opinion on the
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consolidated accounts. We are responsible for the direc-
tion, supervision and performance of the group audit. We
remain solely responsible for our opinions.

We must inform the Board of Directors of, among other mat-
ters, 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.

Report on other legal and
regulatory requirements

OPINIONS

In addition to our audit of the annual accounts and consoli-
dated accounts, we have also audited the administration of
the Board of Directors and the Managing Director of AB
Svenska Spel (publ] for the financial year 2018-01-01 — 2018-12-31
and the proposed appropriations of the company’s profit
orloss.

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

BASIS FOR OPINIONS
We conducted the audit in accordance with generally
accepted auditing standards in Sweden. Our responsibili-
ties 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 pro-
fessional ethics for accountants in Sweden and have other-
wise fulfilled our ethical responsibilities in accordance with
these requirements.

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

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 pro-
posal of a dividend, this includes an assessment of whether
the dividend is justifiable considering the requirements
which the company's and the group’s type of operations,
size and risks place on the size of the parent company's and
the group’s equity, consolidation requirements, liquidity
and positionin 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 assess-
ment of the company’s and the group’s financial situation
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and ensuring that the company's organization is designed
so that the accounting, management of assets and the com-
pany’s financial affairs otherwise are controlled in a reassur-
ing manner. The Managing Director shall manage the ongo-
ing administration according to the Board of Directors’
guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s
accounting in accordance with law and handle the man-
agement 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 areasonable degree

of assurance whether any member of the Board of Directors

or the Managing Director in any material respect:

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

» inany other way has acted in contravention of the Compa-
nies Act, the Annual Accounts Act or the Articles of Associ-
ation.

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 proposalis in accordance with
the Companies Act.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with generally accepted auditing standards in Sweden wiill
always detect actions or omissions that can give rise to lia-
bility 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 auditin accordance with generally
accepted auditing standards in Sweden, we exercise pro-
fessional judgment and maintain professional scepticism
throughout the audit. The examination of the administration
and the proposed appropriations of the company’s profit

Auditor’s Report

orloss is based primarily on the audit of the accounts. Addi-
tional audit procedures performed are based on our pro-
fessional judgment with starting point in risk and material-
ity. 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 particularimportance for the company’s situation. We
examine and test decisions undertaken, support for deci-
sions, actions taken and other circumstances that are rele-
vant to our opinion concerning discharge from liability. As a
basis for our opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss we exam-
ined the Board of Directors’ reasoned statementand a
selection of supporting evidence in order to be able to
assess Whether the proposalis in accordance with the
Companies Act.

THE AUDITOR’S EXAMINATION OF THE CORPORATE
GOVERNANCE STATEMENT

The Board of Directors is responsible for that the corpo-
rate governance statement on pages 68-75 has been pre-
pared in accordance with the Annual Accounts Act.

Our examination of the corporate governance statement
is conducted in accordance with FAR s auditing standard
RevU 16 The auditor’s examination of the corporate gover-
nance statement. This means that our examination of the
corporate governance statement is different and substan-
tially 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 sec-
ond 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.

Stockholm, 13 March 2019

Deloitte AB

Jonas Stahlberg
Authorised Public Accountant
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Assurance Report

This is the translation of the auditor’s reportin Swedish

Auditor’s limited assurance report on the AB
Svenska Spel’s Sustainability Report
To AB Svenska Spel, corporate identity number 556460-1812

INTRODUCTION

We have been engaged by the Board of Directors of AB
Svenska Spel to undertake a limited assurance engagement
of AB Svenska Spel’s Sustainability Report for the year 2018.
The Company has defined the scope of the Sustainability
Report on page 114.

Responsibilities of the Board of Directors and the
Executive Management for the Sustainability
Report

The Board of Directors and the Executive Management are
responsible for the preparation of the Sustainability Report
in accordance with the applicable criteria, as explained on
page 114 in the Sustainability Report, and are the parts of the
Sustainability Reporting Guidelines [published by The
Global Reporting Initiative (GRI)] which are applicable to the
Sustainability Report, as well as the accounting and calcula-
tion principles that the Company has developed. This
responsibility also includes the internal control relevant to
the preparation of a Sustainability Report that is free from
material misstatements, whether due to fraud or error.

RESPONSIBILITIES OF THE AUDITOR
Our responsibility is to express a conclusion on the Sustain-
ability Report based on the limited assurance procedures
we have performed. Our engagement is limited to the his-
torical information presented in this report and does not
include information in prognoses.

We conducted our limited assurance engagement in
accordance with ISAE 3000 Assurance engagements other

than audits or reviews of historical financial information. A
limited assurance engagement consists of making inqui-
ries, primarily of individuals responsible for the preparation
of the Sustainability Report, and applying analytical and
other limited assurance procedures. The procedures per-
formed in a limited assurance engagement vary in nature
from, and are less in extent than for, a reasonable assurance
engagement conducted in accordance with IAASB’s Stan-
dards on Auditing and other generally accepted auditing
standards in Sweden.

The firm applies ISQC 1 (International Standard on Quality
Control) and accordingly maintains a comprehensive sys-
tem of quality control including documented policies and
procedures regarding compliance with ethical require-
ments, professional standards and applicable legal and
regulatory requirements.

The procedures performed consequently do not enable
us to obtain assurance that we would become aware of all
significant matters that might be identified in a reasonable
assurance engagement. Accordingly, we do not express a
reasonable assurance conclusion.

Our procedures are based on the criteria defined by the
Board of Directors and the Executive Management as
described above. We consider these criteria suitable for
the preparation of the Sustainability Report. We believe
that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusion below.

CONCLUSION

Based on the limited assurance procedures we have per-
formed, nothing has come to our attention that causes us to
believe that the Sustainability Report, is not prepared, in all
material respects, in accordance with the criteria defined by
the Board of Directors and Executive Management.

Stockholm, 13 March 2019

Deloitte AB

Jonas Stahlberg
Authorised Public Accountant
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Five-year summary

Five-year summary, Svenska Spel Group

Condensedi SEK million 2018 2017 2016 2015 2014
Gross gaming revenue 8,784 8,980 8,993 8,961 8,941
Other revenue 297 268 295 227 233
Direct costs in gaming operations, etc. -1,300 -1,475 -1,546 -1,583 -1,632
Netrevenues from gaming operations, etc. 7,780 1,774 7,742 7,605 7,541
Capitalised work for own account 32 17 31 38 62
Employee expenses -1,146 -1,095 —-1,053 —-1,024 -1,01
Other external expenses -1,893 -1,764 -1,619 -1,521 -1,609
Amortisation, depreciation and impairment intangible

assets, property, plant and equipment —248 -226 -249 -307 -278
Operating profit 4,525 4,705 4,851 4,791 4,705
Interest and financial income 14 8 86 38 144
Interest, financial expenses and taxes =17 =5 —72 -26 -89
Net profit for the year 4,522 4,709 4,866 4,803 4,763
Key indicators

Customer satisfaction index (CSI) 70 68 68 67 69
Image, % 51 50 55 54 54
Awareness index, % 84 84 83 — —
Operating margin, % 21.2 21.8 22.2 22.6 22.2
Earnings per share, SEK million 2.3 24 24 24 2.4
Equity ratio, % 56.0 56.4 58.4 57.2 57.2
Gaming and lottery retailers, number 5,073 5,118 5,213 5,248 5,423
Gaming locations with Vegas 1,493 1,640 1,695 1,802 1,952
Other information

Proposed payment to the Swedish State 4,478 4,691 4,823 4,803 4,763
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Alternative performance measures

The Company presents financial measures not definedin
accordance with IFRS. The Company feels that these mea-
sures provide valuable complementary information to the
stakeholders and the Company’s management as they
enable assessment of sales and the owner’s requirement

cial measures in the same way, these are not always compa-
rable with measures applied in other companies. Therefore,
these financial measures should not be considered a
replacement for measures defined in accordance with IFRS.
Financial measures not defined in accordance with IFRS

that the operating margin should reach at least 22% over an

economic cycle. Because not all companies calculate finan-

Key indicators

Description

are presented in the table.

Application area

Gross gaming revenue

Customer stakes for all games and lotteries
during the period, excluding stakes for multi-
week games pertaining to future periods.

Revenue measure that shows the customers’
stakes.

Net gaming revenue
[no alternative performance
measure]

Customers’ stakes less winners’ shares,
excluding operating expenses.

Revenue measure that shows the customers’
stakes after paid-out winnings.

Direct costs in gaming
operations, etc.

Commissions, compensation for paid-out win-
nings, cost of goods for restaurant operations
and other revenue-related expenses.

Measure that shows the direct costs for
the Group’s products.

Net revenues from gaming
operations, etc.

Net gaming revenue and other revenue less
direct costs in gaming operations, etc.

Corresponds to gross profit and indicates the
Company’s surplus before operating expenses.

Operating margin

Operation profits as a percentage of total
revenue (total turnover and other revenue].

The owner’s goal is that operating margin should
over the course of an economic cycle amount to
at least 22%. Measure of cost-efficiency.

Equity ratio

Equity as a percentage of total assets.

Measure of the Company’s solvency in the long
term.

Presentation alternative performance

measures

Group Group
SEK million 2018 2017 SEK million 2018 2017
Total turnover 21,008 21,350 Equity 4,583 4,752
Otherrevenue 297 268 Total assets 8,185 8,431
Totalrevenue 21,305 21,619

Equity ratio

Paid-out winnings “12,224 12,371 (equity/total assets), % 56.0 56.4
Direct costs in gaming operations, etc. -1,300 -1,475
Netrevenues from gaming operations, etc. 7,780 1,774
Operating profit 4,525 4,705
Operating margin
(operating profit/total revenue), % 21.2 21.8
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Sustainability Report

Sustainability contact

Contact person for Svenska Spel’s
sustainability efforts is Sustainability
Manager Scarlett Roa, +46 10120 00 00,
scarlett.roabrynildsen@svenskaspel.se

About Svenska Spel’s
Sustainability Report

Svenska Spel’s 2018 Sustainability Report is presented as an integrated part of the
Annual Report. The Sustainability Report describes Svenska Spel’s work and the
Company’s most important sustainability issues according to the materiality analysis.

Svenska Spel’s overriding ambition for the Sustainability
Report is that it should be transparent and relevant, and that
our stakeholders should be able to access our sustainability
efforts in an easy manner and gain a good understanding for
our work.

Facts about the Sustainability Report

The year’s Sustainability Report is valid for the 2018 calendar
year and encompasses AB Svenska Spel and the subsidiaries
that make up the Group.

The report is issued once a year as part of the Annual
Report. This report has been prepared in accordance with
the Global Reporting Initiative (GRI) Standards: Core option.
This is the twelfth consecutive year that Svenska Spel reports
in accordance with the GRI guidelines. In Svenska Spel's
assessment, the Sustainability Report meets the requirements
imposed by GRI at the Core option level. The most recent
report (2017 Annual Report] was published 28 March 2018.

Accounting policies for the financial reporting can be
found in the Group’s accounting policies, pages 86—89. Sus-
tainability data that has been presented has been gathered
and quality assured within the framework of regular financial
reporting.

Sustainability information that has been examined by the
auditors can be found on pages 8-13, 20—47 and 113—120. See
the Assurance Report on page 110.

Our top sustainability issues

In accordance with GRI Standards’ guidelines, Svenska Spel
conducts a more in-depth analysis of which sustainability
issues are the most significant for the Company’s operations.

Svenska Spel Annual Report 2018

In 2018, we conducted a materiality analysis related to the
Company'’s sustainability efforts and the information in the Sus-
tainability Report. The analysis identifies our prioritised sustain-
ability areas based on the Company’s actual impact on society
and the relevance for its stakeholders. Based on knowledge of
our actual impact, the materiality analysis weighs together the
conclusions from stakeholder dialogues, stakeholder analysis
and internal priorities of concerned individuals and represen-
tatives from Group management and the Board. The results of
the materiality analysis for 2018 indicated no significant changes
compared with the analysis conducted the year before. The
results of the materiality analysis were adopted by the Board.

The materiality analysis and stakeholder dialogues are
described in more detail on pages 20-21.

Svenska Spel subscribes to the UN Global Compact

In 2015, Svenska Spel subscribed to the UN Global Compact
and the initiative’s ten principles that are
derived from internationally recognised
regulatory frameworks including the
International Labour Organization’s
Declaration on Fundamental Principles
and Rights at Work, and the Universal
Declaration of Human Rights. In this
manner, Svenska Spel ensures that the
Company adopts a comprehensive
approach in terms of its responsibility.
Svenska Spel annually reports on how it
addresses the ten principles through an annual communication
on progress [COP) to Global Compact which can be read on
Svenska Spel’s website.

OPAL Co

WE SUPPORT
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Our seven sustainability areas

We promote long-term sustainable business by allowing

the experience and responsibility to go hand-in-hand and

by integrating sustainability efforts into the business model.
Responsible gaming is Svenska Spel’s greatest contribution
towards sustainable development. In addition, the Company
works with seven sustainability areas in which anti-corruption
and business ethics are the most prioritised for our operations.

RESPONSIBLE
GAMING

THE
ENVIRON-
MENT

ANTI-
CORRUPTION

WORKING
CONDITIONS

HUMAN
RIGHTS

Sustainability Report 2018

Sustainability is an integrated part of Svenska Spel's operations
and permeates both the business model and strategic orien-
tation. For a description of Svenska Spel’'s business model, see
page 8 of Svenska Spel’'s Annual Report 2018. Other important
sustainability issues can be found in the section Operations —
progress during the year on pages 38—47.

Svenska Spel has a number of operational goals within
the social and environmental area. Goals and outcomes are
illustrated on pages 24—-25 and 116.

Svenska Spel works actively to prevent sustainability risks.
Information about material risks and risk management can
be found on pages 45—47 and page 60. A description of the
organisation, policies, governance and audit procedures for
sustainability efforts can be found on page 115.

An account of Svenska Spel's work and results within the
environment, social conditions and personnel, respect for
human rights and counteraction of corruption has been pre-
pared using the above references. This information constitutes
Svenska Spel’s statutory sustainability report.

Auditor’s report on the statutory sustainability report

To the general meeting of the shareholders of AB Svenska Spel
(publ), corp. reg. no 556460-1812

ENGAGEMENT AND RESPONSIBILITY

Itis the board of directors who is responsible for the statu-
tory sustainability report for the year 2018 as it is defined on
page 113 and that it has been prepared in accordance with the
Annual Accounts Act.

THE SCOPE OF THE AUDIT

Our examination has been conducted in accordance with FAR’s
auditing standard ReVvR 12, The auditor’s opinion regarding the
statutory sustainability report. This means that our examination
of the statutory sustainability report is substantially different
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and 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 examina-
tion has provided us with sufficient basis for our opinions.

OPINION
A statutory sustainability report has been prepared.

Stockholm, 13 March 2019
Deloitte AB

Jonas Stahlberg
Authorised Public Accountant
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Svenska Spel’s governance of
sustainability efforts

Governance of Svenska Spel’s sustainability efforts are inte-
grated in day-to-day operations. Ultimate responsibility lies
with the Board. In the Group management, primary responsibil-
ity rests with the Communication Director.

Sustainability Report

Any deviations are reported on a quarterly basis to the CEO.

Read more about governance of Svenska Spel in the

Corporate Governance Report on pages 68—73.

MATERIAL GRITOPIC GOVERNANCE FOLLOW-UP RESPONSIBILITY BOUNDARIES
SUSTAINABILITY
AREAS
Direct eco- » Economic | » Owner's mandate » Annual report The Group-wide function The economic result has a direct impact on
nomic valueto | perfor- » Interim reports Communication & CSR has society as the surplus goes to the State and
society mance overriding responsibility for | the Company’s sponsorship benefits sports.
governance and follow-up
of the Group's sustainability
efforts.
Each business area is
responsible for responsible
sales.
Indirect social |» Indirect » Owner’s mandate » Owner dialogue and The Group-wide function The Company affects the indirect cost of
impact economic |, Responsible gaming reporting Communication & CSR has gambling problems in society by being the
impact policy » Partner satisfaction index | overriding responsibility for | industry leader in responsible gaming, which
» Establishment policy governance and follow-up | aims to reduce this social cost. Svenska
retailers/business of the Group's sustainability | Spel contributes through job opportunities
partners efforts. atretailers and business partners. Through
. Each business areais initiatives such as Grasroten and “Framat for
» Sponsorship agree- . . S "
e responsible for responsible | flerirérelse!” we help to ensure that more
sales. children and young people have the oppor-
tunity to participate in sports.
Business ethics | » Anti- » Code of conduct » Compliance report The Group Compliance Offi- | Svenska Spel’s preventive efforts against
and Anti- corruption |, Group security policy [quarterly] cer is assigned overriding giving and taking bribes and collaborations
corruption » Risk management » Whistle-blower function | responsibility by the CEO to prevent match-fixing have a direct impact
policy » Internal audit for governance, compliance | on society.
» Attestation and pay- avdlifellesia
ment guidelines
» Guidelines for employ-
ees’ gaming
» Code of conduct for
suppliers
Diversity and » Diversity » Personnel policy » Annual employee The Group-wide HR function | We strive to ensure that employee composi-
equal oppor- andequal |, Sustainability plan surveys has overriding responsi- tion reflects that of society and to influence
tunity opportu- » Manager/employee bility for governance and this directly through recruitment decisions.
nity dialogues follow-up. Diversity and an equal-opportunity work-
» &Frankly, questions place ir?crease c.reativity and provide more
within various areas dynamic operations.
are sent to employees
during the year
» Whistle-blower function
Responsible » Customer |» Owner's mandate/ » European Lotteries and The Group-wide function Has a direct impact on society as the Com-
gaming health and policies/guidelines World Lottery Associa- Communication & CSR has pany offers effective responsible gaming
safety » Swedish Gambling tion certification the overriding responsibility | tools aimed at protecting consumers and
Authority’s guidelines | » Age checks/test for governance, follow-up promoting a healthier gaming market.

» Marketing | » General Data Protection | Purchases andreporting. Operational | mpacts directly the customer experience,
andlabel- | Regulation (GDPR) » Responsible gaming responsibility initiatives are | chojce of game and how responsible the
ling » Responsible gaming course integrated into the business. | company is perceived. Very restrictive cus-

policy » Responsible gaming tomer marketing of products with elevated
» Group security policy council risks' and cus}omers Tn'ust personally consent
» Marketing guidelines » Customer satisfaction to direct mail advertising from Svenska Spel.

) .Custorner » Swedish Gambling index Impacts cus.tomers directly as th.ey ml..ISt

integrity Association guidelines | » Other market/customer register their personal Fiata gnd identify
(Riktlinjer Sper] analyses themselves when gaming with Svenska
» Awareness index Spel's products.

» Compli- » Image rating Compliance with laws and regulations form

ance the basis of the entire Company’s opera-

» Follow-up through
integrity/data protection

tions. A given that has a direct impact on
how we retain society’s trust.
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Svenska Spel’s sustainability targets

FOCUS AREAS
PRIORITISED AREAS

Responsible gaming

SVENSKA SPEL'S SUSTAINABILITY TARGETS 2018-2019

More of our customers are aware of their gaming and make choices thereafter.
Fewer of our customers have gambling problems.
Fewer of our customers develop gambling problems.

THEUN’S GLOBAL GOALS

PITH R
ol

Business ethics &
Anti-corruption

100% of the Group’s employees shall have attended a basic training course concerning the
Company’s efforts to combat money laundering and terrorist financing.

Diversity &
Gender equality

Employees with foreign backgrounds in the Group shall comprise at least 28%.

OTHER DEFINED AREAS

Working conditions
and bullying.

The gender distribution among managers shall be between 45-55%.

The Svenska Spel Group shall be 100% free from discrimination, harassment,

Human rights

100% of the suppliers regularly identified in the Company’s risk analysis shall
be screened concerning human rights.
Svenska Spel will carry out 1-2 supplier audits per year.

The environment

Svenska Spel will lower the Company’s CO2 emissions by 50% between 2010—-2020.

Key indicators for responsible gaming

2018 2017 2016
Comprehensive responsible gaming
Awareness index: Measures how large a pro- 84 84 83
portion of Svenska Spel’s customers are aware
of their gaming behaviour and make conscious
choices'
Customer/Guest responsibility
Voluntary suspended customers/casino guests, 21,188 19,959 13,229
no.?
Dialogues with casino guests about gaming 5,323 4,980 5,601
habits, no.?
Partners’ responsibility
Retailers’ responsibility
Certified gaming retailers, %* 100 100 100
Test purchases, no.’ 5,437 6,229 6,411
Approved test purchases, gaming retailers % 89 87 87
Approved test purchases, lottery retailers, % 77 81 79
Gaming retailers suspended due to test pur- 7 15 20
chases, no®
Lottery retailers suspended due to test pur- 73 62 92
chases, no.®
Terminated due to test purchases, no. 2 5 8
Business partners’ responsibility
Certified business partners, %* 99 99 99
Test purchases, no.® 161 1,904 1,883
Test purchases, approved business partners, % 91 86 89
Suspended due to test purchases, no.? 15 30 21
Terminated due to test purchases, no.® 1 3 3
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1.

Awareness index comprises four separate questions that are weighed
together to one index:

“Svenska Spel provides information about the risks.”

“Svenska Spel helps me to keep track.”

“At Svenska Spel | can keep track of my spending.”

“At Svenska Spel | can keep track of the time.”

Source: Customer survey 2018, between 3,000 and 4,000 responses per
quarter [registered customers in Svenska Spel’s customer database, who
played at least 12 times and for at least SEK 1,200 during the past 12 months].

. Customers/casino guests who find themselves having difficulty con-

trolling their gaming are invited to take a time-limited gaming break/
exclusion. The key indicator refers to the number of customers/casino
guests voluntarily suspended 31 Dec 2018, excluding the 24-hour break
and exclusion feature at casino (limits entry to the casinos to a certain
number of times per week or month). For the outcome of 2016, there is no
data concerning suspensions among poker customers.

. Dialogues with guests about their gaming behaviour including discus-

sions about voluntary agreements.

. All gaming retailers and business partners must complete and pass

Svenska Spel's interactive responsible gaming course.

. Test purchases of Svenska Spel's products are conducted at business

partners and retailers. Under the agreement with Svenska Spel, retailers
and business partners must inspect the identification cards of all gaming
customers under 25. Young individuals (aged 18—19) who are recruited
by external suppliers conduct the test purchases to ensure that identity
cards are inspected.

. Sanction scale in the event of non-approved test purchases:

Ist test purchase: Warning issued.
2nd test purchase: Shut down for two weeks.
3rd test purchase: Contract terminated.

Suspension and termination are reported for the period in which the test
purchase was made.
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Agenda 2030 and the Global Goals

Sustainability Report

for Sustainable Development

In 2015, the world’s leaders adopted Agenda 2030 and the 17 Sustainable Development Goals.
Svenska Spel contributes to these goals, and as a state-owned company and a part of the Swed-
ish business community, we have an important task to contribute to sustainable development.
Based on our annual materiality analysis and internal priorities, we have identified the seven goals
where we have the greatest potential to contribute and make a difference. These goals are also

related to our focus areas.

17 Partnerships for the Goals

By strengthening partnerships and exchanging
knowledge with each other about gambling addic-
tion research and other topics, we drive develop-
ment forward. Every year, Svenska Spel allocates
SEK 8.5 million for gambling addiction research to an
independent research council which, in turn appro-
priates funds to suitable projects within the field.
Gambling addiction research is growing every year,
as is knowledge within the area.

I 6 Peace, Justice and Strong Institutions
Goal 16 includes the areas of anti-corruption
and business ethics, areas which the
Company prioritises. We contribute to
this goal through the Code of Con-
duct, internal and external courses
and our extensive anti-match-

fixing efforts. Money laundering

is an example of a social problem
where vast sums are converted

into “clean” money every year.

To prevent the use of the gaming
industry for money laundering and
terrorist financing, anew law is in
force since 1 August 2017, the Anti-
Money Laundering Act.

12 Responsible Production and Consump-
tion

The transition to responsible production and con-
sumption of goods and services is essential to reduce
the negative impact on the climate and environment
as well as on people’s health. Svenska Spel's efforts
with the Company’s supply chain and the social/ethi-
cal and environmental requirement’s in our procure-
ments are an important contribution to this goal.

10 Reduced Inequalities

Svenska Spel contributes primarily to reduced inequalities within coun-

tries. Since the entire surplus goes to the public treasury and thereby
benefits all of society, these funds can be used to reduce inequalities.
Sponsorship agreements with sports associations are also one way of
contributing to better equal opportunities and access to better health,
regardless of background. Reduced inequality is a key issue that is
highlighted and stipulated in both the code of conduct for suppliers
and the Company’s sponsorship guidelines.
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3 Good Health and Well-Being

Goal 3is the target which Svenska Spel can influence
and contribute to the most. By safeguarding our
customers and adopting a long-term and strategic
responsible gaming approach, we work to reduce
the risk of individuals developing gambling prob-
lems. We want also to lower the cost of gambling
problems in society via our comprehensive respon-
sible gaming efforts. This goal extends also to our
employees. As a responsible employer, we want to
offer the best opportunities to be healthy and fit,
both at work and elsewhere.

5 Gender Equality
Svenska Spel shall be an attractive
employer. We actively address
gender equality and inclusion,
both internally and externally, to
increase awareness for these issues.
Education initiatives, our support to
sports and sponsorship agenda are
examples of how we work toward
this goal. In 2018, a new sponsorship
agreement was signed with Elitfotboll
Dam (the Elite Football Association
for Women) to alleviate for the clubs
in Damallsvenskan [Swedish women’s
national championship) and Elitettan to
continue to drive issues regarding gender
equality and equal terms.

8 Decent Work and Economic Growth

In this respect, Svenska Spel contributes primarily through being a
responsible employer. As a state-owned company, we also have the
opportunity to influence this goal through our work with our supply
chain. Svenska Spel purchases many goods and services every year.
Through our code of conduct for suppliers, our agreements contain
terms regarding working conditions and human rights. In this way, we
also contribute to a global change in terms of working conditions.

17



GRI Index

The entire index refers to the GRI Standards 2016. Svenska Spel applies
GRI Standards: Core option. The pages indicate where information about
each disclosure can be found in the Annual Report.

GRISTANDARDS  DISCLOSURE

GRI102: General standard disclosures

18

Organisational profile
102-1Name of the organisation
102-2 Activities, brands, products and services

102-3 Location of headquarters

102-4 Location of operations

102-5 Ownership and legal form

102-6 Markets served

102-7 Scale of the organisation

102-8 Information on employees and other workers
102-9 Supply chain

102-10 Significant changes to the organisation and its supply
chain

102-11 Precautionary Principle or approach

102-12 External initiatives

102-13 Membership of associations

Strategy

102-14 Statement from senior decision-makers

Ethics and Integrity

102-16 Values, principles, standards and norms of behaviour
Governance

102-18 Governance structure

Stakeholder Engagement

102-40 List of stakeholder groups

102-41 Collective bargaining agreements

102-42 Identifying and selecting stakeholders
102-43 Approach to stakeholder engagement
102-44 Key topics and concerns raised
Reporting Practice

102-45 Entities included in the consolidated financial
statements

102-46 Defining report content and topic Boundaries
102-47 List of material topics

102-48 Restatement of information

102-49 Changesinreporting
102-50 Reporting period

102-51 Date of most recent report
102-52 Reporting cycle

102-53 Contact point for questions regarding the report

102-54 Claims of reporting in accordance with the GRI Standards

102-55 GRI content index

102-56 External assurance

PAGE

52,54
28-33

52,
See comments

See comments
52-53

16-18
58-59,78-79,90
90

46

7,
See comments

See comments

34,113, See
comments

See comments

10-13

22,72

68-73,115

20

See comments

20
20-21
20-21

52,113, See
comments

21,113
21

See comments

n3

13

13

13

n3

n3
18-120
1o, 13

COMMENTS/OMISSIONS

Visby

Svenska Spel only operatesin Sweden

In 2018, organisational changes were made to adapt
the Company to the new Gambling Act effective on
1January 2019. No significant changes have taken
placein the supply chain during the reporting period.

The precautionary principle is adhered toin the
preparation of products and advertising material.
Requirements are set for relevant environmental
labelling in procurements from printing firms, etc.

UN Global Compact, EL, WLA, the Swedish Gambling
Association (Sper)

CSR Sweden

100% of the employees are covered by collective
agreements.

All companiesin the group are included in the
reporting process.

No significant changes have taken place during the
reporting period.
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GRISTANDARDS  DISCLOSURE
MATERIAL TOPICS
ECONOMIC PERFORMANCE

GRI103: 103-1 Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components
103-3 Evaluation of the management approach

GRI 201: 201-1Direct economic value generated and distributed
Economic
Performance

INDIRECT ECONOMIC IMPACT

GRI103: 103-1Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components

103-3 Evaluation of the management approach

GRI1203: 203-2 Significantindirect economic impacts
Indirect

Economic

Impact

ANTI-CORRUPTION

GRI103: 103-1 Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components

103-3 Evaluation of the management approach

GRI205: Anti- 205-3 Confirmed incidents of corruption and actions taken
corruption

DIVERSITY AND EQUAL OPPORTUNITY

GRI103: 103-1Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components
103-3 Evaluation of the management approach

GRI405: 405-1Diversity of governance bodies and employees
Diversity and

equal

opportunity

CUSTOMER HEALTH AND SAFETY

GRI103: 103-1 Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components

103-3 Evaluation of the management approach

GRI 416: 416-1 Assessment of the health and safety impacts of product
Customer and service categories

healthand

safety

PAGE

8,43,115

24,43,62,115
27,72-73,115
9

34-35,43,115,117

34-35,43,62,
64,115,117

72-73,115
34-35, 43,117

45-46, 115

24,45-46,62,
65,115-116

39,72-73,15

See comments

39,115

24,39-40,115-116
39,72-73,115
25,90-91

34,115

24,34-36,
62-66, 115116

31, 35, 37,65,72,115

See comments

Sustainability Report

COMMENTS/OMISSIONS

The topic refers to:

« Lowering the cost of gambling problems in society

« Giving children and young people the opportunities
to do sports

- Job opportunities at retailers and business partners

Itis not currently possible to quantify the Company’s
indirect economic impact. For example, itis not possi-
ble to show in figures the reduction in costs for soci-
ety as aresult of the Company’s responsible gaming
agenda.

No instances of corruption involving Svenska Spel
were reported during the year.

All products have been analysed during the product
development stage through Gamgard in order to
evaluate the effect on customer health and safety.*

*Svenska Spel and other companies affiliated with the Swedish Gambling Association [Sper) use the Gamgard tool, which was developed by researchers. The tool is
obligatory in the product development process and is used to identify risk components in a game, and to classify and document each product. Games with higher
risks are altered or equipped with enhanced consumer protection and/or preventive responsible gaming tools.
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GRISTANDARDS  DISCLOSURE

MARKETING AND LABELLING

GRI103: 103-1Explanation of the material topic and its Boundary
Management

approach

103-2 The management approach and its components
103-3 Evaluation of the management approach

GRI417: 417-3 Incidents of non-compliance concerning marketing com-
Marketing munication
and labelling

CUSTOMER PRIVACY

GRI103: 103-1Explanation of the material topic and its Boundary
Management
approach

103-2 The management approach and its components

103-3 Evaluation of the management approach

GRI418: 418-1Substantiated complaints concerning breaches of cus-
Customer tomer privacy and losses of customer data

privacy

SOCIOECONOMIC COMPLIANCE

GRI103: 103-1 Explanation of the material topic and its Boundary
Management

approach

103-2 The management approach and its components

103-3 Evaluation of the management approach

GRI419: 419-1Non-compliance with laws and regulations in the social
Socio- and economic area
economic
Compliance
120

PAGE

35,115

34-36, 62, 66,115
35, 66,72-73,115

See comments

35,115

35,62,115
72-73,15

See comments

15

115
72-73,115
32,46,65-66

COMMENTS/OMISSIONS

In 2017, Svenska Spel was reported via the Swedish
Gambling Association (Sper] concerning opinions
about the Company’s advertising. The Company was
found guilty in February 2018, which was also
disclosedin the 2017 Annual Report. The Swedish
Gambling Association (Sper] is the gaming industry’s
national association with its own standards to which
Svenska Spel has chosen to comply.

No formal complaints regarding the loss or unautho-
rised handling of customer data were made during the
year.

A sanction charge of SEK 8 million was imposed on the
Company for deficiencies in Casino Cosmopol’s
preventive work against money laundering.
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Other terms

Awareness index Measures how large a proportion of Svenska
Spel’s customers are aware of their gaming behaviour and
make conscious choices.

Business partners Restaurants and bingo halls offering gaming
on Vegas VLTs on their premises in partnership with Svenska
Spel.

CSIThe customer satisfaction index measures Svenska Spel’s
level of customer satisfaction.

EL - European Lotteries An independent European association
of state-owned gaming companies established in Europe.
Employee Net Promoter Score (eNPS) A measure to ascertain
how willing the employees are to recommend their workplace
to friends and acquaintances.

Gamgard A tool used in the development of new products to
identify the risks of problem gambling.

Image rating Percentage of Swedes who have expressed a
positive view of Svenska Spel.

Net gaming market The total known Swedish gaming market in SEK,
based on the total gross gaming revenue of gaming companies.
Net market share The total known Swedish gaming market as a
percentage, based on the total gross gaming revenue of
gaming companies.

Player base A term used in Svenska Spel’s gaming survey that
refers to the total underlying number of players.

Playscan A tool on svenskaspel.se designed to proactively
prevent problem gambling by identifying players at risk of
developing gambling problems in the future.

PSI The partner satisfaction index measures how satisfied our
business partners/retailers are with Svenska Spel.
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Responsible gaming Svenska Spel’s responsible gaming
requires that we pursue gaming operations that are enjoyable,
safe and do not become excessive.

Responsible gaming tools Tools — such as Playscan —

that help customers to maintain control of their gaming.
Retailers The retail chains, grocery stores, petrol stations, etc.,
that sell Svenska Spel’'s games and lotteries under agreement.
Sustainable development A course of development that satis-
fies current needs without jeopardising future generations’
abilities to satisfy their needs.

Test purchases Svenska Spel contracts an external supplier to
make customer visits to retailers and business partners to
check compliance with the rules related to age limits and iden-
tification checks. The customer visits are only conducted by
individuals over the age of 18.

The Swedish Gambling Association (Sper) An industry organi-
sation that represents the gaming market in Sweden. The
assignment is to promote a healthy, modern and sustainable
gaming market.

UN'’s Global Compact The aim of Global Compact s to support
companies to assume responsibility for the UN’s Ten Principles
on human rights, labour, environment and anti-corruption.
WLA — World Lottery Association A global industry organisa-
tion for state-owned lotteries and gaming companies from
more than 80 countries on six continents.

Work environment index Includes measurement of health and
workload, motivation, social climate and leadership as well as
skills, resources and preconditions. If the employees are to
perceive a good work environment and good preconditions
for change and development, this requires a score of above 70
onascale of 100.
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Calendar

Interim reports in 2019
Ql January—March

Q2 January—June

Q3 January—September
Year-end report,
January—December

2018 Annual Report

For further information about the
Annual Report, please contact
Marie Loob, CFO and Executive Vice
President

Tel: +4610120 00 00

For other questions about Svenska
Spel, please contact Patrik Hofbauer,
President and CEO

Tel: +46 10120 00 00

Contact

Svenska Spel’s Customer Service

Open 24 hours each day

Telephone +46 (0)770 111111 (local call cost)
www.svenskaspel.se

Postal address: Svenska Spel,
Kundservice, SE-62180 Visby, Sweden
kundservice@svenskaspel.se

AB Svenska Spel’s Head Office
SE-62180 Visby

Visiting address:

Norra Hansegatan 17, Visby

AB Svenska Spel

SE-106 10 Stockholm
Visiting address:
Evenemangsgatan 17, Solna

Svenska Spel Sport & Casino
SE-106 10 Stockholm

Visiting address:
Evenemangsgatan 17, Solna

25 April 2019
18 July 2019
23 October 2019

Annual General Meeting

Svenska Spel’'s Annual General Meeting
willbe held on Thursday 25 April 2019 in
Visby on the island of Gotland, Sweden.

Jan/Feb 2020

About the Annual Report

This English version of Svenska Spel’s Annual
Reportis a translation of the Swedish original,
which is the binding version.

The sustainability report has been integrated
into the sections in the Annual Report that
describe operations. The Annual Report is also
published at www.svenskaspel.se under the
om.svenskaspel.se tab, in English.

Svenska Spel on social media
facebook.com/svenskaspel

Casino Cosmopol AB
www.casinocosmopol.se

Tel +46 20 219 219

STOCKHOLM

Visiting address: Kungsgatan 65
stockholm@casinocosmopol.se
GOTHENBURG

Visiting address: Packhusplatsen 7
goteborg@casinocosmopol.se
MALMO

Visiting address: Slottsgatan 33
malmo@casinocosmopol.se
SUNDSVALL

Visiting address: Casinoparken 1
sundsvall@casinocosmopol.se

om.svenskaspel.se/blogg
linkedin.com/svenskaspel
twitter.com/SvSpel_samhalle
Instagram.com/viarsvenskaspel
Instagram.com/svenskaspel

Press
Newsroom:
om.svenskaspel.se/nyhetsrum

facebook.com/svenskaspelkarriar
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