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This is Wallenstam

1944

we put the shovel in the ground

• Number of properties: 300
• Estimated rental value 2011: SEK 1.5 billion
• Property value: SEK 24 billion
• Total lettable area: 1,267,121 sq m
• Occupancy rate: 98 %
GEOGRAPHIC DISTRIBUTION, AREA*
HELSINGBORG 5%

GÖTEBORG 53%

STOCKHOLM 42%

GEOGRAPHIC DISTRIBUTION, AREA*
AREA*

TEBORG 53%

HELSINGBORG 5%

GÖTEBORG
DISTRIBUTION, TYPE OF PREMISES,
RENTAL53%
VALUE

STOCKHOLM 42%
OTHER 6%
INDUSTRIAL/
VALUE GROWTH
RESIDENTIAL 50%
WAREHOUSE 3%
OF NEW PRODUCTION
EDUCATION 4%
Mkr
STORES 13%
700

47%

600
OFFICES 24%
500
400
300
200
100
0

ON,
ON AREA*

GÖTEBORG 53%

%
31%
2010

34%
41%
60%VALUE GROWTH

OF NEW PRODUCTION

31%

2007
2008 2009 2010
Mkr 2006
SALES
PRICE/
DISTRIBUTION,
TYPE
OF PREMISES, RENTAL VALUE
700
VALUATION,
SOLD
47% PROPERTIES

Acquisition
cost
OTHER 6%
INDUSTRIAL/
SEK WAREHOUSE
M 600
RESIDENTIAL 50%
3%
Valuation
2,000
500
EDUCATION
10%4%21%
400
STORES 13%
1,500
300
34%
200
1,000
23%
OFFICES 24%
31%
100 60% 13% 41%
7%
0
500
2006 2007 2008 2009 2010
0

Acquisition cost
2006 2007 2008 2009 2010
Valuation
Valuation

Sales price

SALES PRICE/
VALUATION, SOLD PROPERTIES

TH
CTION
SEK M
2,000

10% 21%

1,500
1,000

23%

34%

13%
31%

009 2010

500
0

7%

2006 2007 2008 2009 2010
Valuation

Sales price

Dedication to living

Wallenstam is a property company that does more than just manage
buildings. Our ambition is to be a long-term city developer that focuses
on sustainable living and construction in three attractive regions – Stockholm, Gothenburg and Helsingborg. We provide 11,000 families with a
wide choice of quality apartments in city centres and popular suburbs
alike. Our commercial holding of around 500,000 sq m is mainly concentrated in central Gothenburg and prime business locations.
Respect for people and the environment

We have built and managed properties for more than 65 years. We work
actively in close collaboration with cities to create safe, pleasant areas that
people love to live in, work in and visit.
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energy-efficient
buildings and generate eco-friendly
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Wallenstam, who at that time was building his first properties on
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Slottsskogsgatan and Skytteskogen in Gothenburg.
• The company has been listed on Nasdaq OMX Stockholm since 1984.
• Wallenstam employs 180 people.
• The head office is located in Gothenburg, on Kungsportsavenyen 2,
where the Board is also domiciled.

A word from MD

A word
from MD
Hans Wallenstam
For me 2010 was the year when Sweden
picked itself up after the financial
crisis that swept the world in 2008.
The country’s rapid recovery has created
significant stability, especially for us and
our tenants.
Property prices took a turn for
the better during the year and our
energetic efforts in looking for land
allocations paid off, with the possibility of more new rental property
construction. Today we are a soughtafter partner in new rental property
construction, which is an excellent
basis for continued good growth.
Twenty years in the MD’s chair

I took up my post as MD just as the
brutal property crisis hit the 1990s.
It was an instructive but tough start
that left its mark on the way I and the
company have acted ever since.
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Some of the more important milestones from my 20 years in the MD’s
chair are:
• 1996, the first year we achieved a
positive property management result
after the crisis.
• 2003 – the year we resumed new
construction of rental apartments.
Creating new homes for individuals and families continues to be very
important for me.
• 2008 – the year we took the initiative in becoming self sufficient in
sustainable energy is something else
I am also very proud of. We had the
courage to take the lead and work
for our own green energy supply to
our properties.
Extended business plan

The year 2009 must unfortunately
be regarded as an almost lost year
with complete systemic stagnation

– property values, new construction
projects and rental trends were all affected negatively. In the light of this it
is natural that we extend our business
plan by one extra year without revising our goals or guiding principles. I
would like to emphasize that we are in
good shape to reach the halfway mark,
but the journey we have ahead of us
to reach our goal will continue to be
tough and challenging.
Wallenstam shares enjoyed good
price development during the year
and 2011 began with a very pleasing
all time high of SEK 186. We will propose a share split of 3:1 at the AGM;
i.e. a threefold increase in the number
of shares – each share you hold now
will become three shares. If the AGM
takes a positive view of the proposal
it will mean that our goal is modified
such that we shall achieve a net asset
value of SEK 100 per share in 2013.

Stable result

Sustainable development

Organization under development

The most striking figures in our 2010
results concern changes in value.
Our property values increased by an
average of 7 per cent during the year,
which had a direct influence on earnings.
The year began more or less like it
ended with tough winter weather that
placed great demands on our organization and also affected our operating
surplus. On the other hand, thanks
to the fact that Sweden is on the up,
the market is stable especially in the
areas we have chosen to do business
in, and our tenants are doing well. We
increased our rental income by 7 per
cent during 2010, which I am very
pleased about.

Migration to our big city regions is
constantly on the rise and the demand
for housing is insatiable. The majority of those looking for apartments
want to live centrally, so it is crucial
that the big cities have the courage to
increase urban density to meet existing demand.
My opinion as a landlord is that we
have a duty to build and develop our
properties in a sustainable manner.
Wallenstam must be a model for others, and we must do our bit when it
comes to the sustainable development
in the areas where we do business.
Our current business plan requires
us to reduce our energy needs by 15
per cent, and our new construction
is built with the future in mind and
as climate neutral as possible – for
example we began construction of our
first passive building during 2010.

Based on our growing volume of
new construction we have decided to
move from being a product-oriented
organization to a geographically oriented one with a focus on the regions
Stockholm and Gothenburg, the
latter also to include Helsingborg. We
have also added to our company management with a Director of Communications, which is a natural step in
the development of the company.
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I anticipate continued good growth
in earnings during 2011 and I have
confidence in the future, but as usual
I choose not to make any predictions
as our earnings are influenced by such
external factors as changes in the
value of derivatives and properties.
These external factors have no effect
on cash flow, but are the result of the
accounting regulations we have to
follow.
The journey my colleagues and I
have embarked upon feels tremendously exciting, and we all continue to
make full speed toward our goal. Each
and every one is worthy of great praise
and many thanks for their dedication
throughout the year.

Renewable energy
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We have a stable customer structure
among our commercial tenants and
I foresee a continued positive rental
level trend ahead.
We have a strong balance sheet and
are always open for good deals like the
properties we acquired at the beginning of 2011 in central Gothenburg,
but in the future we will focus even
more on our own new construction.
We will not budge from our quality
standards and a required rate of return
of 7 per cent for new construction as
this creates good growth in value and
means that we can and will build housing regardless of the current economic
situation. Experience tells us property
is a wise long-term investment.
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Future value growth

Confidence in the future
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REPORT of the board of directors
The Board of Directors and the Managing Director of Wallenstam AB (publ), Swedish company registration number.
556072-1523, herewith submit the annual accounts and consolidated accounts for 2010. The previous year’s figures are shown
in parentheses.
Business concept
Wallenstam’s business concept is to buy, build, develop and sell
properties that are sustainable in business and human terms in
selected big city regions.
Operations and organization
The Board of Directors has its registered office in Gothenburg,
and the head office street address is Kungsportsavenyen 2, Gothenburg. A total of 184 individuals work within the Group. Up
until 2010 operations were organized into two business areas:
Residential and Commercial. From March 1, 2011 operations
are organized into two regions: Stockholm and Gothenburg; the
latter includes Helsingborg. Each region is responsible for the
management of residential and commercial properties plus new
construction. Staff organizations in administration, property development and energy support the regions.
Wallenstam owns and manages around 1,267,000 sq m divided between approximately 300 properties in Stockholm, Gothenburg and Helsingborg. Residential properties make up around
60 per cent of Wallenstam’s property value of SEK 24 billion, and
the remaining 40 per cent are commercial properties.
Wallenstam manages around 11,000 apartments in Stockholm, Gothenburg and Helsingborg. The apartments are fully let,
with an average occupancy rate of 98 per cent (98). Commercial
properties are located primarily in Gothenburg where Wallenstam manages 439,000 sq m of centrally located floor space at an
occupancy rate of 96 per cent (95).
Operational goals
Wallenstam conducts operations based on business plans, objectives and strategies. The current business plan, adopted in 2008,
has been extended by one year to include 2013. The overarching
goal is:
• Net worth per share must reach SEK 300.
In order to achieve the goal the following guiding principals have
been adopted:
• Equity/assets ratio must exceed 25 per cent every year.
• The commercial holding occupancy rate must exceed 95 per cent
every year.
• D uring the period 2,500 new apartments must be built with an
effective rate of return in excess of 7 per cent.
• Wallenstam must produce energy from renewable sources sufficient for its own and its customer’s needs calculated in kWh
per month.
• A continued positive earnings trend.
Important events during the financial year
During 2010 Wallenstam acquired properties for SEK 1,053
million (1,195). The acquisitions comprised around 650 apartments located in central Sundbyberg, Sollentuna centrum and
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on Sten Sturegatan in the entertainment precinct in Gothenburg. The Sundbyberg acquisition also includes planning permission for 15,000 square metres. Commercial properties were
also acquired in central Gothenburg, in Gårda and on fashionable Kungsportsavenyen. The offensive investment in new construction continues with production of just over 900 apartments
begun so far under the business plan. This year construction of
270 apartments commenced, 73 of which are located in Älta,
Nacka municipality and 196 in Handen, Haninge municipality. Altogether investments in new construction and conversions
total SEK 1,047 million (737), of which conversions in existing
properties amount to around SEK 588 million (408).
Eleven property sales for a total of SEK 940 million (511)
were carried out, all at prices above valuation.
Investments in renewable energy continued according to plan,
totaling SEK 457 million (290) at the end of the period. Investments approved up until closing day amount to an output of 78
MW, which is equivalent to around 78 per cent of Wallenstam’s
requirement for self-sufficiency on a monthly basis.
responsible entrepreneurialism
Wallenstam’s sustainability initiatives are based on a common
Group policy and are reported according to Global Reporting
Initiative’s Sustainability Reporting Guidelines (GRI index).
The overarching sustainability goals to be achieved by the close
of the business plan are:
• Energy production from renewable sources sufficient for its own
and its customer’s needs calculated in kWh per month.
• A reduction in the company’s total energy and water consumption (heating, cooling, electricity and water) by 15 per cent
without a negative impact on the environment.
At the end of 2010 the installed output of renewable energy
was 30 per cent of the self-sufficiency requirement. Energy consumption was reduced by 6.0 per cent and water usage by 10.3 per
cent. We are also working on security-enhancing initiatives for
our tenants; we contribute toward accommodation for the young
and homeless, arrange free activities such as school homework assistance and football training, we support organizations that work
with drug problems and social exclusion such as BRIS (Children’s
Rights in Society), Barn i Nöd (Swedish International Help for
Children), the refugee Mission in Gothenburg and other charities.
Results for the year
Profit after tax amounted to SEK 1,572 million (489) and earnings per share SEK 27 (8). The increase is primarily an effect of
positive changes in the value of properties. Earnings were also
affected by value changes in derivative instruments of SEK 84
million (-86), primarily as a result of completed hedge accounting and a changed interest situation. Comprehensive income increased to SEK 1,634 million (631) and realized profit, i.e. profit
excluding unrealized changes in value and taxes, amounted to
SEK 518 million (375).
Group rental income increased to SEK 1,450 million (1,356).
The increase was created by completed new construction, a larger
property holding and the outcome of rental negotiations.
Wallenstam continues to work with cost-effective property
management. Operating costs amounted to SEK 532 million

(471), equivalent to SEK 427 per sq m (396). The cost increase
results mainly from a larger property holding, and also from significantly colder weather than usual. The operating surplus increased to SEK 918 million (885).
Management costs and administration expenses increased to
SEK 202 million (161) mainly resulting from an increase in the
number of employees and increased costs for an option scheme
for personnel.
Other operating income and expenses amounted to SEK 46
million (18) net and chiefly comprises the sale of housing association shares.
Value changes in the property holding amounted to SEK
1,722 million (394), of which realized changes in value amounted to SEK 157 million (34). The increase was primarily the effect
of a palpably more stable market that justified reduced required
rates of return in several areas.
The change in value is the result of the following factors:
SEK million
Change in yield
Capitalization of change in operating surplus
Future investment requirements
Completed projects
Realized changes in value
Change in value of investment properties

1,290
438
-249
86
157
1,722

Income from financial items amounted to SEK 28 million (33)
and financial expenses to SEK 447 million (426). As of closing
day, average interest amounted to 3.81 per cent (3.87).
Wallenstam uses interest derivatives to achieve the desired
interest maturity structure and electricity derivatives to manage
price risks in electricity trading. If the agreed price differs from
the market price, a theoretical surplus or deficit value arises which
is reported in the income statement. The change in value of the
derivatives amounted to SEK 84 million (-86), of which SEK 80
million (-79) is unrealized change in value. The value of derivatives
was positively affected by increased market interest rates.
Tax expense
Wallenstam reports a tax expense of SEK 577 million (168). Current tax for the 2010 income year was calculated based on a corporation tax of 26.3 per cent. In principle no tax payment will
occur owing to the possibility of making tax-related deductions
and the opportunity to utilize loss carryforwards.
Property values
The estimated market value of properties (notes 13, 17) amounted
to SEK 23,637 million (20,728). Wallenstam’s properties are valued by an internal evaluation team. The internal evaluation is approved by the Board of Directors. In evaluating the properties the
following is taken into consideration:
• An analysis of concluded and unconcluded property transactions.
• An evaluation of the required rates of return in each market.
• An evaluation of each property’s specific circumstances regarding e.g. condition and location.
• An analysis of rental levels, contract lengths, and vacancy and
rental trends.
• An analysis of existing tenants.
• Credit market conditions.

Financial position
Loans amounted to SEK 13,460 million (12,185) on closing
day, equivalent to a loan-to-value ratio of 51 per cent (53). The
loan portfolio has increased due to property acquisitions and new
construction and reconstruction projects. The loans run without
currency risk and are secured against traditional mortgage deeds
and blocked bank accounts. 47 per cent of the loans have fixed
terms longer than one year and the average remaining fixed interest term is 28 months (29).
Available liquidity, including unutilized bank overdraft facilities, amounted to SEK 1,049 million (1,117) and the average interest was 3.81 per cent (3.87).
Equity
Shareholders’ equity amounted to SEK 9,783 million (8,454) on
closing day, equivalent to SEK 170 per share (145). The equity/assets ratio amounted to 37 per cent (37). Shareholders’ equity and
the equity/assets ratio was influenced by comprehensive income
for the year, plus dividends and repurchased shares.
Net tax liability
A net liability of SEK 2,135 million (1, 379) for deferred tax is
reported in the Group; it consists in part of deferred tax assets
of 1,017 million (1,098) in respect of the value of loss carryforwards in Group companies together with a deferred tax liability
of SEK 3,152 million (2,477) comprising the difference between
reported values and fiscal residual values in Group properties.
Parent company
The parent company’s operations consist primarily of the performance of group-wide services, in addition to which the parent company owns a small number of properties. Total sales
for the period amounted to SEK 301 million (278), of which
rental income constituted SEK 72 million (70). Earnings after
tax amounted to SEK 720 million (545). Parent company comprehensive income amounted to SEK 794 million (471). Earnings for the period included dividends from subsidiaries of SEK
800 million (490). Investments in fixed assets during the period
amounted to SEK 30 million (36). As of closing day, parent company loans amounted to SEK 7,212  million (6,048). Of other assets, SEK 11,135 million (9,590) consisted of receivables from
Group companies.
Opportunities and risks
In accordance with IFRS, management makes estimates and assumptions that affect the financial statements. Actual outcomes
may differ from these evaluations. Wallenstam has three categories of opportunities and risks; cash flow changes from rental income, changes in value and other risks.

Cash flow from rental income
Wallenstam’s loan to value ratio is low and its cash flow strong:
combined with properties in prime locations, a total occupancy
rate of 98 per cent, good tenants and a good rental agreement
contract structure in the commercial holding, this provides a
stable basis for the business. The risk of major future vacancies
is estimated to be low.
Residential rental income is comparatively secure and
predictable. A change of one per cent in residential rental inFinancial reports 5

come is equivalent to approximately SEK 8 million on a fullyear basis. A change of one per cent in the occupancy rate in
the commercial holding is equivalent to an income change of
around SEK 6 million on a full-year basis. Wallenstam’s ten
most important tenants for commercial premises represent
approximately 7 per cent of Wallenstam’s total rental value.
Taken overall, these conditions mean that Wallenstam does not
foresee any risk for major reductions in cash flow.
Property values
Wallenstam reports the estimated market value of its properties
in the balance sheet and changes in value in the income statement. Property values depend on market conditions and the latter change over time.
As of closing day, the estimated market value amounted to
SEK 23, 637 million. A price change of +/-10 per cent is equivalent to a change in net asset value of approximately SEK 41 per
share. A change of +/-0.25 percentage points in required rates of
return is equivalent to approximately SEK 20 per share. Properties sold during 2010 resulted in sales prices that on average
exceeded their valuations by around 23 per cent.
An attractive property holding reduces the risk of loss of rent
and fall in value. Wallenstam does business in locations where
there are significant housing shortages. Approximately 60 per
cent of the property holding consists of residential properties
in prime locations in Gothenburg, Stockholm and Helsingborg.
Commercial properties are located chiefly in central Gothenburg
locations. Required rates of return for the valuation of Wallenstam’s commercial properties average 6.7 per cent and 4.3 per
cent for residential properties. The structure of the property
holding, the properties’ attractive locations and a high occupancy
rate mean that overall, Wallenstam’s risk profile in respect of its
property values is low.
Financing
Interest expense is Wallenstam’s single biggest cost item and conditions on the bond and financial markets are constantly changing.
The Swedish economy has entered a new cycle. The financial crisis
appears to be behind us, but some uncertainty factors remain. The
European debt problem and new financial regulations are examples
of factors that may influence the perception and price of risk in the
future.
The Swedish Central Bank will continue to raise the repo rate
during 2011; the level will be connected to both domestic and
global trends. Rate rises are often perceived as negative, but they
are usually a sign of good economic trends which means that
increased interest charges are also generally compensated by increased revenues.
Financial policy governs Wallenstam’s actions on the credit
market, its loan portfolio structure and the distribution between
the number of lenders. Work with fixed-rate interest and capital
tied up is prioritized in order to achieve a good average interest level on the loan portfolio over time, and a low refinancing
risk for the business. The loan portfolio comprises a mix of loans
with varying maturity dates and relative amounts from different
creditors.
Wallenstam does not work with covenant agreements but has
traditional mortgages secured against properties. The financing
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of wind farms is secured through the transfer of leases and the
pledging of shares in wind-power companies. Wallenstam is secured both with regard to refinancing and price.
Wallenstam has elected to work mainly with interest derivatives, which provide a flexible and cost-efficient means of extending loans with short fixed-interest terms. Currency policy governs Wallenstam’s activities regarding trade in foreign currencies.
Loans in foreign currency may only be raised on condition that
they are hedged on the borrowing date to ensure that the currency risk is minimized. Wind turbines are purchased in Euros.
Wallenstam hedges purchases in order to minimize exchange
risks and to safeguard the investment calculation.
Tax-free capital gains
As of January 1, 2010, capital gains on participations in trading
partnerships will be taxed in the same way as applies to other
business-related participations. If a participation has a declared,
negative adjusted acquisition cost, an amount equivalent to the
negative adjusted acquisition cost must be entered as income. For
companies in the Wallenstam Group, this is estimated not to
reach significant amounts.
Current tax matters
The National Tax Board has decided to revalue one company in
the Wallenstam Group as a result of sales of participations in
subsidiaries and piecemeal sales of shares in housing associations during 2006 and 2007 which, in the opinion of the National Tax Board, are not covered by the rules of tax exemption
on the sale of so-called business-related participations. The total revaluation amounts to SEK 1,473 million, which entails a
tax demand of SEK 412 million.
Additionally, the National Tax Board has decided on a revaluation regarding the sale of participations during 2008 for SEK
245 million that are not subject to the payment of tax as the
company can offset the revaluation against a tax-related loss.
The National Tax Board’s decisions in respect of 2006 and 2007
have been appealed and a deferment of the payment of the additional tax has been granted. The company has also decided to
appeal the decision regarding 2008.
However, in respect of the company’s piecemeal sale of shares
in housing associations during 2006–2008, which correspond to
a total of SEK 49 million of the above-mentioned revaluation,
the National Tax Board’s interpretation has the support of two
appeal court rulings. In the event that the National Tax Board
should be successful in this regard, the revaluation for 2008 as
described above will not lead to any payment of tax but rather
a reduction of loss. Furthermore, in the company’s opinion a
revaluation of this portion in respect of 2006 and 2007 can be
offset against existing group losses through the reclassification of
dividends paid as Group contributions, and that any payment of
additional tax should not therefore be necessary.
Wallenstam is of the firm opinion that the sales have been
reported and declared in accordance with current regulations, an
opinion shared by external lawyers who have analyzed the sales
and the National Tax Board’s argumentation. This also has the
support of several judicial opinions that have been submitted to
administrative law. Wallenstam expects the matter to be decided
within two years at the earliest.

The Wallenstam share
The Wallenstam B share is quoted on the Nasdaq OMX Stockholm, Mid Cap list. In total there are 59,000,000 shares divided
into 5,750,000 A shares and 53,250,000 B shares. Each A share
is entitled to ten votes, and each B share one vote. A and B shares
entail the same entitlement to a proportion of the company’s
earnings and assets.
Wallenstam has a mandate from the Annual General Meeting
to repurchase B shares to the extent that the company’s holding
does not exceed 10 per cent of the total number of shares in the
company. Wallenstam owns 1,572,042 B shares through repurchase; these shares have no entitlement to dividend or votes.
The number of shareholders in Wallenstam totaled 6,438. The
number of shares owned by legal entities amounted to around 39
per cent of equity and 27 per cent of the votes. Foreign ownership amounted to 6 per cent of equity and 3 per cent of the votes.
The principal shareholder Hans Wallenstam and family together
with the company own 22 per cent of equity and 58 per cent of
the votes.
At year end Wallenstam’s market capitalization amounted to
SEK 10,443 million (7,596) and the share price was SEK 177.00
(128.75). The net asset value per share is estimated to be SEK
225 (188), and equity per share SEK 170 (145). Wallenstam’s
Board of Directors will propose a share split at a ratio of 3:1 at
the AGM.
Dividend policy
Against the background of the company’s strong position, the
Board of Directors proposes a dividend of SEK 3.50 per share
(3.25), equivalent to a return of 2 per cent. The Board of Directors’ basic principle and Wallenstam’s dividend policy prescribes
that the reported profit in the first instance be re-invested in the
company for continued development and an increased growth
in value. Wallenstam’s dividend policy aims to maintain stable
development over the long term. When determining the size of
the dividend, consideration must be given to the company’s investment requirements, its consolidation requirements, position
and future development. However, the distributable amount must
never exceed realized profit after tax.
Work of the Board of Directors during the year
Wallenstam’s Board of Directors has five members. During 2010
the Board held five minuted meetings in addition to day-to-day
contacts. The Board’s most important duty is to take decisions on
strategic issues. In general the Board handles issues of significant
importance for the Group. The main issues during the year were
property transactions, and investments in new construction and
renewable energy. During 2010 an evaluation of the Board’s work
was also carried out; The Board was deemed to perform its duties
extremely well.
Guidelines for determining salaries
for senior management
The board of directors of Wallenstam AB (publ) proposes that
the following guidelines for determining salaries and other remunerations to senior management in the company shall apply
to agreements entered into during the period between the 2011
AGM and the conclusion of the 2012 AGM. The guidelines in-

clude the Managing Director and Deputy Managing Directors
in Wallenstam AB.
•F
 ixed salary – Senior management must be offered fixed salaries
on prevailing market terms and which are based on the employee’s area of responsibility and performance.
• Pension benefits – Senior management must be offered pensions
on prevailing market termschiefly in the form of defined contribution pension agreements.
•N
 on-monetary benefits – Senior management must be offered
customary non-monetary benefits that among other things facilitate the performance of their work such as cars, mobile telephones and company health care. Additionally, benefits in the
form of accommodation may also be offered in individual cases.
•V
 ariable remuneration – In addition to fixed salaries, variable
remunerations that reward goal-oriented performance may also
be offered. Variable remunerations must seek to promote the
long-term creation of value within the group. Such variable remuneration must be paid in the form of salary and may not exceed the fixed remuneration for the position concerned for the
period to which the remuneration pertains. Payments in respect
of the above incentive program shall not be pensionable.
• Share-related remuneration – Senior management may be offered incentives in the form of so-called synthetic options if
such an offer is available to all personnel employed indefinitely
in the company.
• Period of notice and severance pay – A reciprocal period of notice
of six months shall apply to senior management. Severance pay,
including salary during the period of notice, should not exceed
24 monthly salary payments. The board retains the right to deviate from the guidelines if there are particular reasons for this in
individual cases.
Events after the end of the reporting period
Wallenstam signed an agreement with Niam at the end of January
for the acquisition of seven commercial properties in Gothenburg
for a total of SEK 1.2 billion. The properties comprise a total of
55,000 sq m for occupancy on July 1.
Wallenstam’s growing volume of new construction and its focus on city development means that operations from March 1,
2011 onwards will be organized into two regions: Stockholm and
Gothenburg; the latter will include Helsingborg.
The future
Seen against the backdrop of the financial crisis and the resultant market vacuum, 2009 was a lost year. This means that the
Board of Directors has decided to extend the business plan
until 2013 without revising objectives or guiding principles.
The overarching goal is to achieve a net asset value per share
amounting to SEK 300.
Wallenstam is planning an ambitious new housing construction programme, above all for rental properties. The chosen
strategy of an attractive property holding concentrated in
Stockholm, Gothenburg and Helsingborg provides a stable
foundation for future growth.
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Proposed allocation of profit
The following earnings are at the disposal of the Annual General
Meeting:
Profit brought forward
2,426,570,225
Profit for the year
720,251,798
SEK
3,146,822,023

The Board of Directors proposes that earnings be distributed as
follows
Shareholder dividend SEK 3.50 per share
200,997,853
To be carried forward
2,945,824,170
SEK
3,146,822,023
The Board of Directors proposes that a dividend of SEK 3.50 per
share be distributed. The number of shares with dividend rights
may be lower by the time of the AGM due to an increase in the
company’s holding of repurchased shares.
Statement by the Board of Directors on the proposed dividend
Group equity has been calculated in accordance with the IFRS
standards adopted by the EU and their interpretation (IFRIC),
and in accordance with Swedish legislation through the implementation of Swedish Financial Accounting Standards Council
recommendation RFR 1. Parent company equity has been calculated in accordance with Swedish legislation and the implementation of Swedish Financial Accounting Standards Council recommendation RFR 2.
The proposed dividend to shareholders reduces the company’s equity/assets ratio from 23 per cent to 22. The Group equity/assets ratio remains unchanged at 37 per cent. The equity/
assets ratio is adequate considering that the company’s and the
Group’s operations continue to be run profitably. Liquidity in
the company and group are considered sustainable at a similarly
adequate level.
It is the view of the board that the proposed dividend will not
prevent the company and other group companies from fulfilling
their obligations in both the short and long terms or from carrying out necessary investments. The proposed dividend can thus
be justified in respect of the provisions of the Companies Act
(2005:551), section 17, 3 § 2–3 (prudency rule).
For additional information on the profits and financial position of the Company and the Group on the closing day as well
as financing and capital utilization during the year, refer to the
following income statement, balance sheet, statements of cash
flow and associated notes. All amounts are in SEK million unless otherwise indicated.
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Consolidated statement of comprehensive income
SEK million

2010

2009

1,450
-532

1,356
-471

Rental income
Operating expenses

(note 6)
(note 7)

Management costs and administration expenses

(notes 7, 8, 11)

-202

-161

Other operating income
Other operating expenses

(note 12)
(note 12)

189
-143

140
-122

Change in value of investment properties
Operating profit

(notes 13, 17)

1,722
2,484

394
1,136

Interest income
Interest expenses
Change in value of derivative instruments
Net financial items

(note 14)
(note 14)
(notes 14, 29)

28
-447
84
-335

33
-426
-86
-479

Profit before tax

(notes 4, 5)

2,149

657

Current tax
Deferred tax
Profit for the year

(note 15)
(note 15)

-1
-576
1,572

-0
-168
489

Other comprehensive income
Change in value of financial derivative instruments reported as hedges (note 29)
Change in value, shares
Translation difference
Tax attributable to other comprehensive income
(note 15)
Comprehensive income

92
-2
-6
-22
1,634

152
42
0
-51
631

Distribution of earnings for the year
Attributable to minority interest
Attributable to holders of parent company shares

0
1,572

489

27
3.50
57,771

8
3.25
58,461

Per share data
Profit after tax, SEK, (no dilution effects exist)
Dividend, SEK (proposed 2010)
Average number of outstanding shares at year end, thousand
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Consolidated statement of financial position
SEK million		
31/12/10
31/12/09

ASSETS
FIXED ASSETS
Intangible assets
(note 16)
Activated expenses, computer software		
6
5
		 6
5
Property and equipment 				
Investment properties
(notes 5, 17)
23,637
20,728
Wind power and hydroelectric plants
(note 18)
1,179
695
Equipment
(note 19)
48
45
		 24,864
21,468
Financial assets 				
Other non-current securities holdings
(notes 3, 20)
218
287
Non-current receivables
(notes 3, 20)
161
129
		 379
417
Total assets		

25,249

21,889

CURRENT ASSETS
Trade receivables
(notes 3, 21)
7
Other receivables
(notes 3, 22)
83
Prepaid expenses and accrued income
(note 23)
52
Financial derivative instruments
(notes 3, 29)
76
Participations
(note 24)
35
		 253

13
90
58
16
70
247

Cash and bank balances
(note 25)
649
717
Total current assets		
902
964
				
Total assets
(note 5)
26,151
22,854

EQUITY AND LIABILITIES				
EQUITY
(note 26)			
Share capital		
118
118
Other capital contributed		
357
357
Other reserves		
-12
-73
Profit/loss brought forward		
9,320
8,051
Total equity		
9,783
8,454
				
LONG-TERM LIABILITIES 				
Liabilities to credit institutions
(notes 3, 5, 28)
4,413
4,797
Financial derivative instruments
(notes 3, 29)
96
Deferred tax
(note 27)
2,135
1,379
Other liabilities
(note 3)
52
6
Total non-current liabilities		
6,600
6,278

CURRENT LIABILITIES				
Liabilities to credit institutions
(notes 3, 5, 28)
9,047
7,388
Financial derivative instruments
(notes 3, 29)
153
187
Accounts payable
(note 3)
183
207
Other liabilities
(note 3)
39
42
Accrued expenses and prepaid income
(note 30)
346
298
Total current liabilities		
9,768
8,122
				
Total equity and liabilities
(note 5)
26,151
22,854
				
PLEDGED ASSETS
(note 31)
13,898
12,630
CONTINGENT LIABILITIES
(note 32)
*
*
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Consolidated statement of changes in equity
		

Attributable to the parent company’s shareholders
Share- Other capital
Other Profit brought
Minority 
SEK million
equity
contributed reserves
forward
interests 
					
OPENING EQUITY 01/01/09
118
357
-217
7,771
0
Profit for the year 				

489		

Total
equity
8,028
489

Other comprehensive income						
Change in value of derivative instruments reported as hedges		
152			
152
Change in value, shares			
42			
42
Translation difference			
0			
0
Tax attributable to other comprehensive income			
-51			
-51
Transactions with shareholders
Dividends to shareholders				
Repurchase/sale of own shares (incl. expenses)				
Closing equity 31/12/ 2009
118
357
-73
OPENING EQUITY 01/01/2010

118

357

-73

Profit for the year 				

-176		
-31		
8,052
0
8,052

-176
-31
8,454

0

8,454

1,572		

1,572

Other comprehensive income						
Change in value of derivative instruments reported as hedges		
92			
92
Change in value, shares			
-2			
-2
Translation difference			
-6			
-6
Tax attributable to other comprehensive income			
-22			
-22
Transactions with shareholders
Dividends to shareholders				
-189		
-189
Repurchase/sale of own shares (incl. expenses)				
-116		
-116
Closing equity 31/12/2010
118
357
-12
9,319
1
9,783
							
		
Classification of equity
lated profits and losses generated in the Group, less dividends
Share capital
The item Share capital includes the registered share capital paid and repurchased shares.
for the parent company. Share capital consists of 5,750,000 A
shares (quota value SEK 2) and 53,250,000 B shares (quota Capital management
The Group’s equity amounted to SEK 9,783 million (8,454) at
value SEK 2).
year end. Return on equity totalled 17 per cent (6). The Group’s
Other capital contributed
financial strategy is based on the creation of satisfactory finanOther capital contributed includes the total amount from the cial conditions for operations and development. At the end of
transactions Wallenstam AB has had with the shareholder cir- 2010 the equity/assets ratio was 37 per cent (37).
cle. The transactions that took place were issues at a premium.
The amount included in other capital contributed therefore cor- The Board of Directors’ basic principle prescribes that reported
responds wholly to capital received above the nominal amount profit in the first instance be re-invested in the company for
of the issue.
continued development of the property holding and increased
growth in value. The Board of Directors proposes a dividend of
Other reserves
SEK 3.50 per share (3.25) for 2010. Calculated on 57,427,958
Other reserves consist in their entirety of changes in the value shares the proposed dividend amounts to approximately SEK
of financial derivative instruments reported as hedges, together 201 million. Wallenstam is implementing share repurchasing as
with shares and translation differences.
a means to modify the company’s capital structure.
Profit/loss brought forward
Profit/loss brought forward is equivalent to the total accumu-

No changes to the Group’s principles for capital management
took place during the year.
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Consolidated statement of cash flow
SEK million		

2010

2009

Cash flow from operating activities
Operating profit 		
2,484
1,136
Adjustment items not affecting cash flow
(Note 33)
-1,664
-339
Interest payments and interest subsidies received		
36
20
Interest paid		
-447
-417
Taxes paid		
-0
-0
Cash flow before change in working capital 		
409
400
		
Change in working capital
Current receivables		
21
-50
Current liabilities		
-26
151
Change in working capital		
-4
101
Cash flow from operating activities		
405
501
		
Cash flow from investing activities
Acquisition of properties
(Note 33)
-1,053
-1,197
Investments, buildings
(Note 33)
-1,047
-737
Acquisition of equipment, wind turbines
and intangible assets
(notes 16, 18, 19)
-470
-294
Sale of properties
(Note 33)
922
528
Cash flow from investing activities		
-1,648
-1,700
			
Cash flow from financing activities			
Non-current liabilities raised		
1,819
1,915
Amortization, non-current liabilities		
-388
-92
Dividend paid		
-189
-176
Repurchase of own shares		
-116
-31
Minority interests		
1
0
Investment financial fixed assets		
-56
-513
Sale of financial fixed assets		
104
516
Cash flow from financing activities		
1,176
1,620
Changes to liquid assets		
Liquid assets at beginning of year		
Cash flow for the year		
Liquid assets at year end		

-68
717
-68
649

422
295
422
717

Unutilized credit at year end		
Available liquid assets		

400
1,049

400
1,117
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Accounting principles and notes, consolidated
accounts.
NOTE 1. Summary of important accounting principles
BASIS FOR THE ANNUAL REPORT

Wallenstam’s consolidated accounts have been prepared in accordance
with EU-approved International Financial Reporting Standards (IFRS) and
IFRIC interpretations. Wallenstam has applied Swedish Financial Reporting
Board recommendation RFR 1.3 (Supplementary rules for consolidated financial statements). A summary of new and forthcoming accounting principles is described at the end of this note. The accounts were prepared based
on historical costs with the exception of investment properties and certain
financial instruments that have been valued at fair value.

Transactions with related parties

Commercial terms and market prices are applied to the supply of services
between Group companies and other related companies and private individuals.
LEASING

Lessor
In its capacity as landlord the Group holds operational leases with tenants,
see Note 6. They are reported as operational because the risks and benefits
remain with the lessor.
Lessee

CRITICAL ACCOUNTING ESTIMATES

In order to be able to prepare the report in accordance with IFRS, management makes estimates and assumptions that affect the financial statements.
Actual outcomes may differ from these evaluations, which are based on
historical experience and other factors that are considered reasonable under
the prevailing circumstances.
Investment properties

The estimates and assumptions made when valuing investment properties to fair value have a significant impact on the company’s profit/loss and
balance sheet. The reported value corresponds to estimated market value
based on an internal rate of return valuation; see note 17.

The Group has lease agreements in respect of cars, office equipment and
long lease tenure rights. Because the total amount of these leases is negligible the agreements are reported as operational leases. Leasing charges are
reported as expenses during the lease period starting from the date of use.
CASH FLOW STATEMENT

The cash flow statement was prepared according to IAS 7. The cash flow
statement is prepared according to the indirect method, which means that
the operating profit/loss is adjusted for transactions that do not entail payments and disbursements during the period and for any income or expenses
attributed to cash flows from investment or financing activities.
SEGMENT REPORTING

Deferred tax asset

Deferred tax assets concerning tax-loss carryforwards are reported to the
extent that it is probable they will entail lower tax payments in the future. The
current expectation is that future profit/loss will mean that it will be possible
to use the loss in full.
Deferred tax liability

Deferred tax is reported nominally without discount, i.e. at 26.3 per cent.
The actual tax liability is significantly lower owing to the possibility of selling properties tax free by disposing of subsidiary companies. An analysis
of whether the acquired company is a business combination or an asset
acquisition is made in connection with the acquisition. Acquisitions have
been mainly reported as business combinations and a 26.3 per cent tax on
the surplus value observed. In cases where the acquisition was classified as
an asset acquisition, i.e. when the acquisition is made by a company whose
only asset is a property and that the liquidation of the property is deemed to
take place through the disposal of the company, no deferred tax attributable
to the acquisition is reported.
Classification

Items that are anticipated to be received or paid more than twelve months
from the closing date are reported as assets or liabilities respectively. Current
assets and liabilities consist of amounts that are anticipated to be recovered
or paid within twelve months of the closing date.
CONSOLIDATED ACCOUNTS

The consolidated income statement and balance sheet includes all companies in which the parent company has a direct or indirect controlling influence. The parent company and subsidiaries have the same financial year.
Companies in which the parent company exercises a controlling influence
are reported as subsidiaries. Subsidiaries are reported according to the purchase method which means that the subsidiaries’ equity at the time of their
acquisition, assessed as the difference between the fair values of their assets
and liabilities, is eliminated in its entirety. Accordingly, consolidated equity
includes only the portion of the subsidiaries’ equity that has arisen after the
acquisition.
Companies acquired during the financial year are included in the income
statement in an amount corresponding to the period from their acquisition
date. Divested companies are included up until the time of sale. Intra-group
receivables, liabilities and internal profits are eliminated in their entirety.
Transactions in foreign currencies

The consolidated accounts have been prepared in SEK, which is the parent
company’s working and reporting currency. Other companies are reported
in the working currencies at their places of operation. Foreign currency in
Group companies in Norway is reported in the local currency according to
the exchange rate method. The exchange rate method means that assets
and liabilities are translated to the closing day exchange rate and the income
statement is translated to an average exchange rate. Translation differences
that occur are reported under other comprehensive income. If the object
that gives rise to the translation difference is sold, the translation difference
is reported in the income statement.

Wallenstam’s business segments are the residential market and commercial markets. These are the Group’s primary segments in that they differ in
terms of rates of return, risks and opportunities. The Group’s organizational
and management structures and internal reporting systems are structured
with an operational perspective on the follow-up of the rate of return from
the Group’s assets and services. As of March 1, 2011, Wallenstam’s operations will be organized based on geographical regions – Region Stockholm
and Region Gothenburg – with the latter including the property holding in
Helsingborg. Segment reporting according to the new organization will be
implemented during the 2011 financial year. Wallenstam’s investments in
renewable energy continue to proceed according to plan, but the volume
has not yet reached such an extent that it constitutes a segment in its own
right, for which reason this information is included under other.
INCOME

Income is recognized when significant risks or benefits are transferred to
the counterparty. The income is reported net of VAT with deductions for any
rebates.
Rental income

Rental income is accrued in accordance with rental agreements/leases and
is recognized as income during the rental period. Temporary discounts such
as moving-in discounts are charged to the period they concern. In applicable cases services provided by Wallenstam such as cable TV, electricity,
heating and passed-on property tax, where applicable, are included. Rent
paid in advance is reported as prepaid rental income.
Other operating income

Other income comprises chiefly income from the sale of shares in housing associations, electricity invoiced to customers who are not tenants and
where appropriate income from the sale of fixtures and fittings. The profit/
loss from these sales is reported when the risks and benefits associated with
ownership are transferred to the buyer, which takes place in conjunction
with the day of taking possession. Profit/loss is calculated based on the sales
price for the sold housing association share (condominium) less acquisition
cost and any expenses.
Change in value of investment properties

According to IAS 40 investment property must be reported at fair value; this
is achieved through valuing properties periodically in connection with the
quarterly accounts. Changes in value are reported in the operating profit/
loss. This comprises a realized and an unrealized portion. The unrealized
portion consists of changes in value on properties in the existing holding.
These are valued at fair value according to rate of return valuation, see note
17.
Profit/loss on the sale of a property is reported as a realized change in
value, which consists of the difference between the contracted selling price
and estimated market value. Profit/loss from the sale is reported when the
risks and benefits associated with ownership are transferred to the buyer.
This takes place in conjunction with the day of taking possession provided
that this does not contradict specific conditions in the purchase contract.
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Financial income

Rental income and rent subsidies are reported in the periods they concern.
Dividends are reported when the shareholder’s right to receive payment is
approved.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are reported at cost less accumulated
depreciation and any impairment losses.
Wind turbines

Income from state subsidies

Income from state subsidies is reported in the income statement in the same
period as the expense for which the subsidy was received is reported. State
subsidies received for investments in properties are reported in the balance
sheet by reducing the invested amount.
EXPENSES
Operating expenses

Wallenstam’s operating expenses refer to expenses for property maintenance, heating, electricity, repairs and maintenance, adaptations in premises and other operating expenses. Operating expenses are reported in the
period they concern.
Management costs and administration expenses

Wallenstam’s management costs and administration expenses comprise
expenses for offices and premises, personnel, marketing and other administrative expenses.
Other operating expenses

Wallenstam’s other expenses comprise acquisition expenses for housing
association shares, electricity and, where applicable, fixtures and fittings.
Financial expenses

Financial expenses are reported in the period they concern. Penalties for
differences in interest in connection with early loan redemption are reported
in the income statement as an interest expense at the time of redemption.
Expenses for the taking out of mortgages are activated. That part of interest
expenses which concerns interest for the production period of large new
constructions or conversions is activated. The interest is calculated based
on the average cost of borrowing for the Group.
Changes in value in derivative instruments

Financial derivative instruments are revalued at fair value via the income
statement. In cases where market interest exceeds the underlying item a
surplus value arises that affects profit/loss positively; the opposite applies if
market interest is lower. Wallenstam’s derivative instruments comprise interest derivatives, electricity derivatives, electricity certificates and forward
exchange rate contracts.

INCOME TAX EXPENSE

Income taxes comprise current tax and deferred tax. Taxes reported in the
income statement consist of tax on the profit for the year, adjustments to
tax relating to previous years and changes in deferred tax. In the case of
property sales via companies, the transaction is reported as gross income in
respect of the property price and deferred tax. Deferred tax assets and deferred tax liabilities are valued at their nominal amounts in the balance sheet
in accordance with the prevailing tax regulations and tax rates.
The tax effect of items reported in the income statement is also reported
here. Tax effects for items reported under other total profit are also reported
under other comprehensive income.
Deferred tax is calculated in accordance with the balance sheet method
on the basis of all temporary differences that occur between the reported
and taxable values of assets and liabilities. Deferred tax liabilities in the
Group refer principally to differences in fair value and estimated market
value and the taxable value of properties and differences between the fair
value and the cost of financial instruments. When property in a company is
acquired an assessment is made as to whether the acquisition is a combination or an asset (property). Acquisition of a business combination means
acquisition of a company with properties including the takeover of its personnel or processes. When a company including its property, personnel or
processes is acquired deferred tax is reported at the nominal amount under
temporary differences. In those cases where the acquisition of assets (property) is carried out, the deferred tax is reported as a deduction from the
estimated market value of the assets (properties).
Deferred tax liabilities were not initially reported for Group surplus values in respect of indirectly acquired properties owned by limited/general
partnerships. In the case of a sale of such a limited partnership no taxable
reversal of the accumulated difference between the taxable and reported
depreciations takes place.
Deferred tax assets concerning deductible temporary differences and
tax-loss carryforwards are reported to the extent that it is probable they will
entail lower tax payments in the future.

INTANGIBLE ASSETS

Expenses for software developed and adapted for the Group, are capitalized
as intangible assets if they provide probable economic benefits in coming
years. Capitalized expenses for acquired software are written down according
to plan by 20 per cent of the cost over the software’s economic life. The useful
life of the assets, the depreciation method and residual value are assessed on
an ongoing basis. Depreciations are included in the income statement item
Management
costs
and administration expenses.
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Depreciation of cost is made according to plan over the equipment’s useful
life, estimated at 25 years. The useful life of a wind turbine, the depreciation
method and residual value are assessed on an ongoing basis. Depreciations
are included in the income statement item Other operating expenses.
Equipment

Equipment is reported at cost less accumulated depreciation and any
impairment loss. Depreciation of the cost is made according to plan over
the equipment’s useful life. Depreciation is 33 per cent for computers, 10
per cent for furniture and 20 per cent for other equipment. The useful life
of equipment, the depreciation method and residual value are assessed on
an ongoing basis. Works of art reported as equipment are not depreciated.
Depreciations are included in the income statement item Management costs
and administration expenses.

IMPAIRMENT OF FIXED ASSETS

The reported values of the Group’s fixed assets are assessed during the
company’s ongoing evaluations. Assets covered by impairment tests as described in IAS 36 are intangible assets, fixtures and fittings and wind turbines.
Whenever there is an indication that an asset has fallen in value, an
evaluation of the asset’s reported value is made. In cases where the reported
value exceeds the calculated recoverable value the asset is written down
to its recoverable value. Recoverable value is calculated as value in use or
the net sales value, whichever is the higher. Value in use is measured as
expected future discounted cash flow. An impairment loss is reported in the
statement of comprehensive income.
A previously made impairment loss is reversed if conditions for the impairment loss no longer pertain and when changes have taken place in the
assumptions that formed the basis for the calculation of the recoverable
value. The reverse is made up to the asset’s reported value less estimated
depreciation up until closing date. A reverse is made in the statement of
comprehensive income.

INVESTMENT PROPERTIES

Investment properties refers to properties that are held with the objective of
generating rental income or an increase in value or both. Investment properties are reported at fair value. All of Wallenstam’s properties are considered
to be Investment properties. Additional expenses are added to the reported
value in those cases where the investment is considered to add value. Expenses in respect of running maintenance and repairs are expensed in the
period when they arise. In the case of large new constructions and conversions, interest expenses are activated for the period until the property is
taken into use. Property acquisitions and property sales are reported on the
day of taking possession, when risks and benefits are transferred.
Property valuation takes place internally. Valuations are performed as
rate of return valuations, which means that the operating surplus of each
individual property is divided by the required rate of return for the property
concerned. Different required rates of return have been used for different
markets and types of property. See also description of the valuation model in
note 17. Projects in progress are valued at fair value. A property’s fair value
becomes a reality only once the property is sold, for which reason the valuation is an estimation.

FINANCIAL INSTRUMENTS

Derivative instruments are reported on the balance sheet at fair value. The
Group uses derivatives in order to limit interest risks in the loan portfolio and
to be able to affect in a flexible way the average duration of fixed term loans
in the loan portfolio.
Derivative instruments are also used to hedge forecast future purchases
of electricity. The Group’s derivatives are used for hedging cash flow, i.e.
hedging the uncertainty in future cash flows and fair value. When the transaction is entered into, the relationship between the hedging instrument and
the hedged item is documented, along with the objective of the risk management and the strategy for taking various hedging actions. The assessment is
documented at the beginning of the hedge, during its term and at the end
of the duration.
The effective portion of the changes in fair value of derivative instruments used to hedge cash flow and which fulfil the conditions for hedge
accounting is recognized in other comprehensive income. The ineffective
portion is recognized in the income statement. When a hedging instrument
expires or is sold, or when the hedge no longer fulfils the conditions for a
hedge, the items previously reported under equity are recognized in the
income statement.
Calculation of fair value

Wallenstam holds only financial instruments that are traded on an active
market. Fair value is based on the listed market price on the closing date.
Financial assets that are reported in the balance sheet include liquid assets,

rental receivables, loan receivables, accrued items, derivatives and participations in companies other than subsidiaries or associated companies. Financial liabilities are in the form of trade accounts payable, loan liabilities
and derivatives.
A financial asset or liability is reported in the balance sheet when the company becomes party to contractual conditions. A financial asset is removed
from the balance sheet when the obligations of the agreement are fulfilled,
lapse or the company loses control of them. A financial liability is removed
from the balance sheet when the obligation in the agreement is fulfilled or
ceases in any other way. Accounts payable are reported upon receipt of invoice. Financial assets are initially classified based on the purpose for which
the instrument was acquired. The following classifications are used:
• Financial assets valued at fair value in comprehensive income
• Loan and rental receivables
• Financial assets available for sale
Financial assets and liabilities
valued at fair value in comprehensive income
They fall under one of the following categories:
• Tradable financial instruments
• Financial instruments that are classified in accordance with so-called fair
value options
In order to be a tradable financial instrument it is necessary for the asset to
have been acquired with the principle objective of being sold within a short
period and that it is part of a managed portfolio and that there is a demonstrable pattern of short-term realization of profit. Derivatives are classified as
if they are held for trading purposes if they do not form part of a demonstrably effective hedging account or comprise a financial guarantee.
These assets are valued on an ongoing basis to fair value and changes in
value that occur are reported in the period in which they arise. Assets within
this category are reported as current assets. Corresponding conditions are
applied when reporting liabilities.
The fair value of listed financial assets corresponds to the asset’s listed
buying rate on the closing date. Realized and unrealized profits and losses
resulting from changes in fair value are included in the profit/loss for the
period when they arise.
Financial assets and liabilities that are valued at fair value via the income
statement are reported in not 29. Wallenstam purchases electricity for its
own future use on the electricity futures market. Future purchase prices are
hedged through forward contracts. Electricity derivatives are valued at the
forward market price on the closing day.
Loan and rental receivables

Loan and rental receivables are financial assets with payments that can
be stipulated. They are reported in the amounts that are expected to be
received after deductions for doubtful receivables. The receivables are included in current assets with the exception of items with maturity dates more
than twelve months after the closing date, which are reported as financial
assets.
Rental receivables are reported as receivables in the period in which performance equivalent to the receivable’s value has been delivered and where
payment corresponding to the receivable’s value has not yet been received.
An impairment of rental receivables is reported in the income statement
as a reduction of the operation’s income and an impairment of a loan receivable is reported as a financial expense.
Financial assets available for sale

Financial assets available for sale comprise non-derivative assets that are
available for sale. If the purpose of the holding is long term, i.e. longer than
twelve months, the asset is reported as fixed. Initial valuation is at fair value.
Changes in value are reported directly in other comprehensive income.
When the asset is sold the previously reported accumulated profit or loss
is transferred from other comprehensive income to the income statement.
Unlisted financial assets are valued at cost. Their values are insignificant
amounts. Financial assets available for sale are reported in Note 20.
Hedge accounting

Wallenstam’s hedge accounting in regard to interest derivatives was concluded during 2010. The method for reporting profit or loss arising from a
revaluation of derivative instruments depends on whether the derivative is
identified as a hedge instrument or not. Derivatives can either be a hedge
against the fair value of an asset or liability or a hedge against a forecast
transaction (cash flow hedge). In order to fulfil hedge accounting requirements there must be a clear connection between the derivative and the
hedge item. Furthermore, an ongoing calculation of effectiveness takes
place and all hedging conditions are documented in accordance with the
requirements of IAS 39. The current value of estimated future cash flow is to
calculate the fair value of interest derivatives.
Wallenstam has, with the objective of managing financial risks in the
loan portfolio, entered into swap agreements. This means that variable interest is swapped for a fixed interest that was also the interest applied to the
underlying loan. Future cash flow is thus effectively hedged. Changes in

derivative values are reported so that the effective portion is reported in other
comprehensive income and the ineffective portion in financial income and
expenses. Wallenstam works with forward exchange rate contracts to hedge
investment calculations for wind turbines. The effective portion of changes
in value in the forward exchange rate is reported in other comprehensive
income and the ineffective portion in financial income and expenses.

PARTICIPATIONS

Housing association shares comprise condominium units that have been
valued according to the lowest value principle, i.e. acquisition value or fair
value, whichever is the lowest. Fair value comprises estimated sales value
less deductions for calculated selling expenses.
When condominium units are sold the income is reported as other income and the sold unit’s book value under other expenses.

LIQUID ASSETS

Liquid assets include cash, bank balances and overdraft facilities. Utilized
overdraft facilities are reported in the balance sheet as borrowing under
current liabilities.

EQUITY

Equity in the Group is distributed as follows:
• Share capital is equivalent to the parent company’s share capital.
• Other capital contributed comprises all capital contributed by shareholders in excess of share capital. This includes the reported statutory reserve
contributed by the shareholders to the parent company.
• Other reserves consisting of amounts that must be reported in other comprehensive income as a result of IFRS regulations.
• Profit brought forward consists of accumulated profits from the Group’s
operations plus profit/loss for the year, less dividends to shareholders. This
category includes the amount carried forward from the profit for the year
in the parent company’s statutory reserve. Repurchased shares, including
expenses, are reported as a reduction in retained earnings.

EMPLOYEE BENEFITS

Pension commitments
Wallenstam’s pension commitments for retirement and family pensions in
respect of white-collar staff are, in accordance with the national pension
scheme, secured through insurance with Alecta. According to the Swedish
Financial Reporting Board, UFR 3, this must be reported as a defined benefit plan. The company does not have access to information which makes it
possible to report this plan as a defined-benefit plan for the 2010 financial
year. The ITP pension plan, which is secured through an insurance policy
from Alecta, is therefore reported as a defined contribution plan in accordance with IAS 19; refer to Note 8. The contributions are recognized as personnel expenses during the period of service for pension rights.
Reported pension commitments for the Group’s senior management are
mainly classified as defined contributions and are assured by the payment
of premiums to the insurance company.
Share-based payment

Share based payments are reported according to IFRS 2. However, synthetic options to employees are valued according to Black & Schole’s valuation model on the closing date. Important input data were: share price
per closing date SEK 177, exercise price SEK 150 with a ceiling of SEK
300, anticipated share price volatility 25 per cent, option duration midnight
30/06/2013, anticipated dividend SEK 3.50 and an annual risk-free interest
rate of 2.0 per cent. Volatility is calculated as the estimated future volatility
for the remainder of the options’ duration. Changes in value are reported
under management costs and administration expenses. See also note 8.
PROVISIONS

Provisions are reported when the Group has an existing legal or informal
obligation as a result of prior events where it is more probable than not that
an outflow of resources to settle the obligation will be required and a reliable
estimate of the amount can be made. Provisions are classified as current
liabilities unless the Group has an unconditional right to postpone payment
of the liabilities for longer than twelve months from closing date, when they
are classified as non-current.

CONTINGENT LIABILITY

The economic outcome of an event that may have an impact on Wallenstam’s profit or position is recognized as a contingent liability. However, the
probability of such occurrence is deemed to be low and is therefore not
reported as a liability or a provision.

CHANGED ACCOUNTING PRINCIPLES FOR THE GROUP

According to IAS 8 items 28 and 30, certain information will be published
regarding new and revised standards from IASB and interpretations issued
by IFRIC. The following new accounting principles have affected the Group
in the annual accounts for this financial year:
• Revised IFRS 3 – Business combinations and IAS 27R – Consolidated ac-
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counts and separate financial reporting.
The implementation of IFRS 3 has primarily affected reporting in that consultancy costs connected with acquisitions, e.g. auditors, legal advisors and
valuers must be expensed in the period during which they occur. These
expenses previously formed part of cost. Additions to purchase prices are
reported as liabilities and differences that arise compared to actual outcome
are reported against profit/loss. These adjustments were previously reported
against goodwill.
The minority share may be reported to fair value, so-called full goodwill. The
selection is made for every acquisition, i.e. full goodwill may be applied to a
company on some acquisitions, but not on others. Purchase prices conditional upon continued employment are reported as remuneration expenses.
These were previously reported against goodwill.
If an acquisition means that a controlling influence is achieved in a partowned company, the previously owned share is revalued to fair value via the
income statement. No revaluation has taken place previously. IAS 27R requires
that changes in shareholdings in a subsidiary whose majority owner does not
lose controlling influence be reported as equity transactions. This means that
these transactions no longer give rise to goodwill or lead to any profit or loss.
Moreover, IAS 27R changes the reporting of losses that occur in part-owned
subsidiaries and reporting when controlling influence over a subsidiary ceases.
IAS 27R has not affected reporting during 2010.
According to RFR 1:3 enhanced disclosures must also be made in respect
of compensation to the company auditor, where the fee must be divided among
the audit assignment, audit operations additional to the audit assignment, tax
advice and other services.
Future changes to accounting principles

Set out below is a summary of the new standards and declarations that must
be applied during the 2011 calendar year, or later, and which are considered
will affect the Groups’ financial reports.
• IFRS 9 – Financial Instruments
The first part of this new standard was published in November 2009. It
presented new requirements regarding the classification and valuation of
financial assets. The standard is not obligatory until January 1, 2013, but
prior application is permitted.

NOTE 2. Critical assessments
In order to be able to prepare the report in accordance with IFRS and generally accepted accounting principles, management makes estimates and assumptions that affect the financial statements. Actual outcomes may differ
from these evaluations.
FAIR VALUE, INVESTMENT PROPERTY

Investment properties must be reported at fair value approved by company
management based on the properties’ market values according to internal
valuations; refer to note 17. Fair value is affected by estimates and assumptions that can have great impact on profit/loss. A +0.25 per cent change in the
required rate of return impacts profit/loss by around SEK 1.2 billion, equivalent
to approximately SEK 20 per share in changed net asset value.
DELIMITATION OF BUSINESS COMBINATION AND ASSET ACQUISITIONS

When a company is acquired the acquisition constitutes either an a business
combination or an asset acquisition. An asset acquisition pertains if the acquisition relates to properties, with or without rental agreements, but does not
include the processes necessary for running administrative operations. Other
acquisitions are business combinations. The company management assesses
each individual acquisition as to whether the criteria for asset acquisition are
fulfilled or not. During 2010 most of the acquisitions were classified as business combinations.
CURRENT TAX MATTERS

The National Tax Board has decided to revalue one company in the Wallenstam Group as a result of sales of participations in subsidiaries and piecemeal
sales of shares in housing associations; refer to note 32. Wallenstam is of the
firm opinion that the sales have been reported and declared in accordance
with current regulations, an opinion shared by external lawyers who have analyzed the sales and the National Tax Board argumentation. This also has the
support of several judicial opinions that have been submitted to administrative
law. Wallenstam expects the matter to be concluded within two years at the
earliest. However, Wallenstam has reserved income tax expense for the piecemeal sale of shares in light of the fact that similar cases have been ruled in the
National Tax Board’s favour. This has affected income tax expense in the 2010
accounts by around SEK 13 million.
OTHER ITEMS

Other items that include critical estimates are impairment losses, the valuation of options programmes and financial instruments; see also the sections
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concerned.

NOTE 3. Financial risk management and derivative instruments
Financial risk factors

The Group is exposed to various financial risks through its operations. Wallenstam employs active risk management to minimize these risks. Risk management is handled by a central finance department in accordance with
annually-reviewed policies adopted by the Board of Directors.			
		
The overall objectives of Wallenstam’s financial policy are:
• To secure the Group’s short and long-term supply of capital.
• To adapt the financial strategy to the Group’s operations in order to achieve
an optimal capital structure.
• To work actively to achieve low refinancing risk and high flexibility in regard to fixed-term loans and assets.
• 
To achieve the best possible financial income/expense within a
given risk framework.				

Market risks
Currency risk

The Group holds no loans in foreign currency and is therefore not exposed
to any currency risk through borrowing. Wallenstam purchases electricity on
the electricity futures market in euros and investments in wind power projects have taken place in EUR and NOK. The currency risk in these activities
was however marginal during 2010.
Price risk

Price risks arising from fluctuations in electricity prices are managed through
Wallenstam’s electricity policy. The policy means that purchasing may be
carried out to a maximum of a 2.5-year future period, divided into quarters.
The policy is reviewed continuously as circumstances change. Wallenstam
is not exposed to any other significant price risks.
Interest rate risks

The Group’s average fixed-term loans must be within the 24–48 month
range. The fixed portion of the loan portfolio covers a ten-year period with a
well-balanced, even distribution. The Group aims for an even distribution of
loan conversions during the year.
All trading in derivatives (swaps, etc.) should be carried out throughout
the underlying loan portfolio. Derivatives are used to spread risks and to
protect the underlying portfolio. The average duration of fixed-term loans
is 28 months (29). With the distribution of fixed-term loans existing at the
beginning of 2011 a change in the interest rate of one percentage point at
the beginning of the year would affect Wallenstam’s interest costs by around
SEK 60 million. This is equivalent to 15 per cent of Wallenstam’s cash flow
from operating activities before changes in working capital. Commercial
rental contracts are normally index linked, and interest rate raises also have
an effect on residential rents. For a description of loan agreement maturity
profiles and interest maturity profiles, refer to the description in Note 28.

Credit risks

Wallenstam’s credit risks concern primarily rental receivables and reverse
receivables. Credit risks in respect of rental receivables are limited as all
rents must be paid in advance.

Liquidity risks

Liquidity risk refers to liquid assets, current investments and unutilized credit. The Group’s liquidity risk must be limited by having liquidity corresponding to at least three months of net payments, including interest payments
and renewals of loans, at any given time.
Refinancing risk

The Group must limit refinancing risk by always being well-prepared at refinancing negotiations. No single lender may hold more than 50 per cent
of the total loan volume, and a maximum of 60 per cent of the of the loan
portfolio should be subject to refinancing negotiations in any given year.

NOTE 3. Financial risk management and derivative instruments, cont.

NOTE 4. Distribution of profit

Fair values
Reported and fair values of financial assets and liabilities are as follows:

Note 4 is a supplement to the income statement and shows both realized
and unrealized profit.

Reported
amount
2010

Financial assets
Other non current securities
held as fixed assets
218
Non-current receivables
161
Financial derivative instruments 76
Trade receivables
7
Other current receivables
83

Reported
amount
Financial liabilities
2010
Liabilities to credit institutions 13,460
Financial derivative instruments 153
Other non-current liabilities
52
Accounts payable
183
Other current liabilities
39

Fair
values
2010

Reported
amount
2009

Fair
values
2009

218
161
76
7
83

287
129
16
13
90

287
129
16
13
90

Fair
values
2010
13,460
153
52
183
39

Reported
amount
2009
12,185
283
6
207
42

Fair
values
2009
12,185
283
6
207
42

2010
1,450
-532
918

2009
1,356
-471
885

-164
-415
338

-139
-400
346

Profit from sales, apartments
Profit from sales, properties
Administration expenses
Profit from transactions

37
157
-24
171

17
34
-22
28

Other income and expenses
Realized profit

9
518

1
375

Unrealized changes in value, investment properties
Unrealized changes in value, derivative instruments*
Profit from changes in value

1,565
66
1,631

361
-79
282

Profit before tax

2,149

657

-577

-168

1,572

489

Rental income
Operating expenses
Operating surplus
Management costs and administration expenses
Net financial items
Profit from property management

Taxes
Profit after tax

NOTE 5. Segment information
Operational segments – business segments
Wallenstam’s business segments are the residential and commercial markets.
		
				
Residential
Company
Other
Elim.
Total Residential Company
Other
Elim.
Total
2010
2010
2010
2010
2010
2009
2009
2009
2009
2009
Income statement											
Rental income
809
637
6
-3
1,450
760
592
6
-2
1,356
Operating expenses
-346
-172
-13
-532
-300
-162
-9
-471
Operating surplus
463
465
-7
-3
918
460
429
-3
-2
885
						
Management costs and administration expenses -105
-66
-123
129
-164
-85
-55
-134
134
-139
Net financial items
-88
-230
-97
-415
-103
-207
-90
-400
Profit from property management
269
170
-227
126
338
272
168
-227
132
346
Profit from sales, apartments
37
37
17
17
Profit from sales, properties
147
9
157
34
34
Administration expenses
-18
-4
-1
-24
-18
-4
0
-22
Profit/loss from transactions
167
5
0
171
33
-4
0
28
											
Other income and expenses
0
0
135
-127
9
0
0
133
-132
1
Realized profit
436
175
-93
0
518
306
164
-94
375
Unrealized changes in value, properties
Unrealized changes in value
derivative instruments*
Profit from changes in value

910

654

2

-

1,565

627

-154

-111

-

361

910

654

66
68

-

66
1,631

627

-154

-79
-190

-

-79
282

Profit before tax
1,346
828
-25
0
2,149
932
9
-284
657
											
Balance sheet											
Properties
13,927
9,164
547
23,637
12,331
7,871
526
20,728
Unapportioned assets
2,514
2,126
Total assets
13,927
9,164
547
26,151
12,331
7,871
526
22,854
											
Equity
9 783
8 454
Liabilities to credit institutions
7,287
3,852
2,321
13,460
7,162
3,678
1,345
12,185
Unapportioned liabilities
2,908
2,215
Total equity and liabilities
7,287
3,852
2,321
26,151
7,162
3,678
1,345
22,854
Investments

-

-

-

-

2,557

-

-

-

-

2,222

* This includes a change in value in a synthetic options programme to personnel of SEK -14 million.
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NOTE 6. Rental income

NOTE 7. Expenses distributed by type
2010
780
670
1,450

2009
726
630
1,356

Rental income according to income statement, 2009		
Change in rental income, existing properties		
New production		
Properties acquired		
Properties sold		
Rental income according to income statement, 2010		

1,356
66
20
25
-16
1,450

Apartments, parking
Commercial premises
Total rental income
Change in rental income from 2009 to 2010

Adjustment to current full-year value		
Vacancies		57
Rental value, 31/12/2010		
1,507

Operating expenses include expenses for e.g. electricity, water, heating,
property maintenance, cleaning, repairs, site leasehold rents and property
tax.
Part of the operating expenses are passed to tenants in the form of rent
supplements.

Operating expenses
Fuel expenses
Other operating expenses
Maintenance costs
Site leasehold/rent
Property tax
Total

Operating expense, SEK/sq m
Fuel expenses
Other operating expenses
Maintenance costs
		
Rent, SEK thou.
Site leasehold/rent
		assessed
Property tax
Number of
full yr.		
Rental cont. duration
contracts
value 2011
Total %
Total
2011
733
88,868
6
2012
512
149,040
10
Management costs and administration expenses
2013
334
158,973
10
Depreciation of equipment and
2014
254
151,601
10
activated expenses, computer software
2015–
81
151,073
10
Marketing expenses
Total commercial premises
1,914
699,554
45
Personnel expenses
				
Other expenses
Vacant objects
396
35,510
2
Total
Apartments and parking
Total

17,372
19,682

826,717
1,561,781

53
100

Rental contract sizes
above SEK 5.0 million
20
158,834
10
SEK 4.0–5.0 million
8
35,694
2
SEK 3.0–4.0 million
13
45,963
3
SEK 2.0–3.0 million
32
76,392
5
SEK 1.0–2.0 million
89
122,581
8
SEK 0.5–1.0 million
166
114,670
7
under SEK 0.5 million
1,586
145,420
9
Total commercial premises
1,914
669,554
45
				
Vacant objects
396
35,510
2
Apartments and parking
Total
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17,372
19,682

826,717
1,561,781

53
100

2010

2009

129
209
116
17
61
532

113
193
97
15
54
471

103
168
93
14
49
427

95
162
82
13
45
396

9
18
155
20
202

9
14
124
13
161

NOTE 8. Wages, other remunerations and social security costs
			
2010					
2009
			
Variable
Social
Pension			
Variable
Social
Pension
Basic salary
Benefits
remun.
expenses
expenses Basic salary
Benefits
remun.
expenses
expenses
Chairman of the Board
0.6
0.2
0.6
0.2
Board members
0.6
0.2
0.6
0.2
Total directors’ remunerations 1.2
0.4
1.2
0.4
											
MD, parent company
2.8
0.6
1.2
1.3
2.5
0.5
1.0
1.1
Other senior executives											
4 persons (5)
8.3
0.8
3.4
3.2
8.4
0.9
5.0
3.7
Other employees
71.3
3.9
24.7
8.8
61.8
3.8
19.9
6.6
Total
83.6
5.3
29.7
13.3
73.9
5.2
26.3
11.4
										
Remunerations
The MD received a salary, the use of a car and a residence totalling SEK 3.4 million (3.0). No (SEK 0.00) variable remuneration or share-related remunerations were paid during the 2010 financial year.
Senior executives were offered fixed salaries at prevailing market levels. In addition to fixed salaries, variable remunerations may be offered. The principles for these were approved by the AGM. The MD’s and Deputy MD’s salaries are determined by a remuneration committee, which consists of the Board’s
executive leadership (Chairman and Vice Chairman). Remunerations to other senior executives have been determined according to the board’s guidelines.
In accordance with the decision of the AGM, the board of directors is paid a fee of SEK 1,200 thousand (1,200) for the period April, 2010, until the AGM
in 2011, of which sum SEK 600 thousand (600) is to the Chairman of the Board Christer Villard, SEK 225 (125) to Deputy Chairman Ulrica Janson Messing
and SEK 125 thousand (125) to each of the other board members (Anders Berntsson, Agneta Wallenstam and Erik Åsbrink), except for Agneta Wallenstam
who did not receive compensation for 2009 as she was not elected to the Board before 2010. No remuneration additional to the fee decided on by the AGM
was paid to the board.
Pensions and severance pay
The company has taken out a pension insurance policy with an annual premium amounting to 35 per cent of the MD’s gross salary, including benefits in
respect of a car, a residence and a life insurance policy equivalent to 50 per cent of gross salary including benefits. If the MD resigns his position, six months’
notice must be given. Termination of employment of the MD on the part of the company is subject to a period of notice of six months. If the MD has reached
the age of 50 when his employment is terminated or he is given notice because of illness, the company shall meet its obligations regarding pension insurance
by paying an annual premium equivalent to 50 per cent of his gross salary together with benefits that applied at the time of termination of his employment
until his 65th birthday. On leaving the company the MD has the right to purchase his tied accommodation for 1.33 times the taxable value at the time of sale.
Other senior management comprises three Deputy MDs and a Finance Director. Pensions for other senior management are provided in accordance with
the remuneration policy mainly by defined contribution pensions. To fulfil pension benefits for other senior management the company has taken out pension
policies equivalent to 35 per cent of gross salary. The period of notice for senior management is six months. In regard to Deputy MDs 18 months’ severance
pay shall apply in the case of termination of employment on the part of the company. Deputy MDs with tied accommodation have the right to purchase said
accommodation at market value current at the time of sale.
Pensionable age for the MD and other senior management is 65 years unless separate agreements are concluded.
Share-related remuneration to Group senior management and other employees
In May 2008 personnel employed indefinitely were offered synthetic options free of charge. 147 employees accepted the offer and each received 3,000–
15,000 synthetic options. The MD received 15,000 synthetic options and other senior management a total of 65,000. The options are valued according to the
Black & Schole’s model. Important input data were: share price per closing date SEK 177.00, exercise price SEK 150 with a ceiling of SEK 300, anticipated
share price volatility 25 per cent, option duration midnight 30/06/2013, anticipated dividend SEK 3.50 and an annual risk-free interest rate of 2.0 per cent.
Volatility is calculated as the estimated future volatility for the remainder of the options’ duration.
The option programme runs until 2013 and means that company employees are able to share in the value growth created. In the event of a maximum
outcome, which will be reached at a price of SEK 300 per share, the cost of the option program will be SEK 83 million.
Cost of option program
MD
Other senior executives 4 persons (5)
Other employees
Total

2010
0.4
1.4
12.4
14.2

2009
0.0
0.1
0.6
0.7

Pension insurance with Alecta
Pension insurance contributions for the year in Alecta total SEK 5.7 million (4.4). Alecta’s surplus may be distributed among the policy holders and/or the
insured. At the end of 2010, Alecta’s surplus in the form of the collective consolidation level was 146 per cent (141).

NOTE 9. Average number of employees
				
2010
2009
Average no.
Of whom
Average no.
Of whom
employees
women
employees
women
175
103
161
89
2010
2009
	Number on	Of whom	Number on	Of whom
Board members and senior executives
closing date
women
closing date
women
Board members
5
2
5
2
MD and senior management
5
0
6
1
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NOTE 10. Transactions with related parties

NOTE 14. Interest income and expenses

During the year all transactions with companies in the Wallenstam Group
have taken place on prevailing market terms. In addition, a small plot of
land was disposed of on prevailing market terms to a company in which
one of Wallenstam’s Board members has controlling influence. Moreover,
companies associated with Wallenstam Board members rent premises on
prevailing market terms. Altogether these do not amount to significant sums
for Wallenstam or the counterparties.

Interest income includes interest subsidies of SEK 2 million (3), interest income from financial investments of SEK 18 million (14) and dividends from
financial investments of SEK 0 million (5).

NOTE 11. Management costs and administration expenses

Interest expenses amounted to SEK 447 million (426). The change in derivative instrument value of SEK 84 million (-86) relates to derivative instruments
that are not reported as hedges and the concluded portion of derivative
instruments reported as hedges.

NOTE 15. Income tax expense/income

Management costs and administration expenses amounted to SEK 202
million (161). This includes the Group’s administrative expenses such as
personnel, office, premises and marketing expenses and the depreciation
of fixtures and fittings.
Management costs and administration expenses also include expenses
of SEK 14 million (1) for the personnel option programme.

Tax reported in the income statement
Current tax
Deferred tax
Total tax

2010
-1
-576
-577

2009
-0
-168
-168

Wallenstam has engaged Ernst & Young as auditors.
2010
2.1
0.3
0.2
0.7
3.4

2009
1.7
0.2
1.1
3.0

Other operating income
Income from the sale of participations
Electricity sales
Other
Total other operating income

2010
130
44
15
189

2009
62
31
46
140

Other operating expenses
Acquisition cost of participations
Electricity sales
Other
Total other operating expenses

2010
92
43
8
143

2009
46
30
46
122

Income from sales
Opening reported value, properties sold
Investments in properties sold
Unrealized change in value, investment properties
Total change in value, investment properties

2010
940
-756
-27
1,565
1,722

2009
511
-436
-41
361
394

Unrealized changes in value
Change in yield
Capitalization of change in operating surplus
Future investment requirements
Completed projects
Unrealized change in value, investment properties

1,290
438
-249
86
1,565

-72
546
-211
97
361

Audit assignment
Audit-related advice
Tax advice
Other assignments

NOTE 12. Other operating income and operating costs

NOTE 13. Change in value of investment properties

Change in value for the year is equivalent to a value increase of around 7
per cent (-0.3). The increase is primarily the effect of a palpably more stable
market. Wallenstam has therefore reduced required rates of return by 0.25
percentage points in all areas.
Improved operating surpluses due mainly to higher rents have influenced property values positively. Rents in Wallenstam’s residential areas
have been raised on average by 2 per cent during the year. Deductions from
the rate of return are made for estimated future investment requirements.
Revaluation of new production projects to market value are made successively in relation to occupancy levels. The estimated market value is
charged a 0.5 per cent risk increase on the required rates of return compared to investment properties in the same location. A revaluation is made
when the project is completed and transferred for property management.
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Difference between the Group’s reported tax and
tax based on the current rate of 26.3 per cent 			
			
Reported profit before tax
2,149
657
Tax according to applicable rate
-565
-173
			
Tax effect of:
Expenses, non-deductible
-14
-4
Income not liable to tax
0
0
Adjustment of tax, previous year
9
Non-taxable profit on shares sold
5
9
Acquired profit/loss during year
1
Provision
-13
Tax on profit/loss for the year in the income statement
-577
-168
Tax items reported under other comprehensive income

Deferred tax attributable to:
Change in value of financial instruments
reported as hedges
Change in value, shares
Translation difference

2010

2009

-24
1
2
-22

-40
-11
-51

NOTE 15. Income tax expense/income, cont.
Distribution of deferred and current tax
2010

Profit before tax
Tax deductible:
Investments
Depreciations and impairment losses
Non-tax deductible:
Unrealized change in value, properties
Realized value change, properties, shares
Unrealized change in value, financial derivative instruments
Realized change in value, financial derivative instruments
Other non-deductible costs
Other Group related adjustments
Provision, tax
Acquired profit/loss during year
Adjustment of tax, earlier years
Current tax-related profit/loss
Changes to tax-loss carryforwards for the year
Taxable profit/loss
Tax for the year

NOTE 16. Intangible assets

2009

Basis
current
tax
2,149

Basis
deferred
tax
-

Basis
current
tax
657

Basis
deferred
tax
-

-197
-264

197
291

-195
-243

195
249

-1,565
200
-80
2

1,565
-220
80
-2

-361
198
79
15

361
-231
-79
-15

24
-3
0

0
3
49

10
-4
-

0
3
-

0
0
266

-4
-33
1,927

157

483

-262

262

-156

156

3
-1

2,189
-576

1
-0

640
-168

NOTE 17. Properties

Intangible assets refer to activated expenses for computer software.

Acquisition cost brought forward
Investments for the year
Accumulated acquisition value carried forward

31/12/10
32
4
35

31/12/09
30
2
32

Reported value at beginning of year
Acquisitions during the year
Construction during the year
Sales during the year
Reclassification from construction or conversion
Reclassification from owner-occupied property
Unrealized changes in value
Reported value at year end

31/12/10
20,728

31/12/09
18,040

1,053
1,047
-756
1,565
23,637

1,195
737
-446
184
657
361
20,728

Depreciation brought forward
-26
-23
Depreciations for the year
-3
-3
Accumulated depreciations carried forward
-29
-26
Book value at year end
6
5
		
Activated interest during the year amounted to SEK 36 million (25). The
		
average interest rate was approximately 4 per cent.
		

31/12/10
31/12/09
Tax assessment value			
Buildings
6,485
7,856
Land
2,917
2,246
Land leasehold rights
3,869
836
Total tax assessment value
13,271
10,937
			
Investment commitments
Future expenditure for contracted investments as of the accounting date
which have not been recognized in the financial reports relating to properties:

Investments

31/12/10
405

31/12/09
777
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NOTE 17. Properties, cont.

NOTE 17. Properties, cont.
Valuation model
Wallenstam reports investment properties at estimated market values. Wallenstam has estimated its property holding internally. A complete valuation
of each individual building is made in connection with the annual accounts.
Valuations are performed according to rate of return valuations, which
means that the operating surplus of each individual property is divided by
the required rate of return for the property concerned. Different required
rates of return have been used for different types of property.
In the interim reports, the valuation is adjusted in the event of significant changes in the underlying factors, such as the required rate of return,
rental level, occupancy rate, effects of contracted sales and completed
conversions. Revaluation of new production projects are made successively
in relation to how large a part of a property has been transferred to property management. Wallenstam carries out a significant number of property
transactions every year which provides for a good feel for the market. When
a transaction is completed a cross-check is made of the evaluations concerned. Wallenstam also follows completed property transactions in relevant
business areas on an ongoing basis.
Wallenstam’s valuation model		
+ Rental value*
- General vacancies of three per cent in the commercial holding.
-	Operating costs including property tax, excluding administration
= Operating surplus
÷ Required rate of return for the property
= The property’s gross rate of return
- Two years’ rent for vacant floor space
-	Planned investments and significant repairs
+/- Current value of temporary additions/deductions
+ Location premium
= Estimated market value of property

Distribution of changes in value, investment properties
SEK million
Change in yield
Capitalization of change in operating surplus
Future investment requirements
Completed projects
Unrealized changes in value

2010
1,290
438
-249
86
1,565

2009
-72
546
-211
97
360

Realized changes in value
Change in value of investment properties

157
1,722

34
394

During 2010 Wallenstam sold properties at values that were on average 23
per cent above valuation (7).

NOTE 18. Wind turbines
31/12/10
709
45
457
1,211

31/12/09
419
290
709

-14
-18
-32

-3
-11
-14

1,179

695

895

1,011

31/12/10
71
9
-2
78

31/12/09
67
4
0
71

-24
-6
2
-28

-20
-5
-24

Impairment losses brought forward
Impairment losses for the year
Accumulated impairment losses carried forward

-2
0
-2

-2
-2

Acquisition costs carried forward

48

45

Acquisition cost brought forward
Reclassification
Investments for the year
Accumulated acquisition costs carried forward
Depreciation brought forward
Depreciations for the year
Accumulated depreciations carried forward
Book value at year end

* The rental value is calculated on the basis of the budgeted 2011 rent
less current vacancies.

Future investment commitments

Basis for determining anticipated required rate of return
Required rates of return differ between properties depending on market differences and various types of property. Rate of return valuations are made
based on living area and commercial premises’ floor space, with different
rates of return required for the respective rentable space. Analyses and
comparisons are made with current price statistics for similar objects.

NOTE 19. Equipment

Assumptions per property category
Different required rates of return have been used in valuations for different
markets and types of property.
Required
return rate, %
3.25–6.50
3.25–6.00
3.25–6.50

Property type
Location
%
Residential
Gothenburg
17
Residential
Stockholm
37
Residential
Helsingborg
5
Commercial
properties		5.25–10.00
41
			100
Average return, residential holding		
Average return, commercial holding		

Property
value, MSEK
3,922
8,785
1,124
9,806
23,637

4.3
6.7

Property values with other required rates of return
SEK million
0.5% lower
0.25% lower
Our estimate
0.25% higher
0.5% higher

2010
26,261
24,868
23,637
22,541
21,555

2009
23,014
21,794
20,728
19,754
18,889

Each 0.25 percentage point change in required rates of return changes
property values by around SEK 1.2 billion (1.3), equivalent to a net asset
value of approximately SEK 20 per share (20).
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Acquisition cost brought forward
Investments for the year
Sales/retirements for the year
Accumulated acquisition costs carried forward
Depreciation brought forward
Depreciations for the year
Sales/retirements for the year
Accumulated depreciations carried forward

NOTE 20. Financial fixed assets

NOTE 22. Other receivables

Other non-current securities holdings

31/12/10 31/12/09
31/12/10 31/12/09
Receivables relating to property transactions
1
25
Acquisition cost brought forward
287
305
Other receivables
82
65
Investments for the year
127
513
Tax assets
0
0
Value changes for the year
-3
7
Sales during the year
-192
-537
Total other receivables
83
90
Accumulated acquisition costs carried forward
218
287
Other receivables comprise mainly VAT receivables. There are no overdue
			
other receivables.
Other non-current securities consist mainly of: promissory notes, shares and
stock that constitute participations in Eolus AB SEK 23 million, Triventus AB
SEK 12 million plus SEK 175 in special deposits. The participation in Heba
NOTE 23. Prepaid expenses and accrued income
Fastighets AB was sold during 2010.
Non-current receivables

31/12/10
31/12/10 31/12/09
Prepaid insurance premiums
1
Acquisition cost brought forward
129
164
Prepaid operating expenses
20
New receivables
58
40
Prepaid administration expenses
12
Reclassification to current
-14
-4
Prepaid expenses relating to property transactions
Amortizations
-27
-71
Accrued interest income
19
Accumulated acquisition costs carried forward
161
129
Total prepaid expenses and accrued income
52
			
Weighted average effective interest rates on interest-bearing non-current
receivables amounted to 3.73 per cent (1.9). All non-current receivables folNOTE 24. Participations
low payment plans. No impairment requirements are considered necessary
for non-current receivables.

31/12/09
1
15
10
11
21
58

31/12/10
70
55
-90
35

31/12/09
18
96
-44
70

There are no overdue non-current receivables.
Acquisition cost brought forward
Investments for the year
Sales during the year
Accumulated acquisition costs carried forward

NOTE 21. Trade receivables

Trade receivables
Less provision for depreciation of receivables
Trade receivables – net

31/12/10
15
-8
7

31/12/09
23
-10
13

31/12/10
-10
4
-3
1
-8

31/12/09
-6
-1
-4
1
-10

The participations consist of holdings in housing associations.

NOTE 25. Cash and bank balances/Overdraft facilities

Provision for doubtful receivables
Provisions at beginning of year
Recognised losses
Provision for probable losses
Reversed unutilized amount
Provisions at year end

Trade receivables past due by more than two months are SEK 8 million (1).

Cash and bank balances

31/12/10
649

31/12/09
717

400
400

400
400

1,049

1,117

Overdraft facilities/Approved amount
Overdraft facilities/Utilized amount
Available amount
Available liquid assets

NOTE 26. Equity
A specification of the change in equity can be found in the Consolidated statement of changes in equity, immediately after the balance sheet.
			
Shares in
No. of shares
A shares
B shares
own purch.
Number, 31/12/2009
5,750,000
53,250,000
-709,783
Repurchase
-862,259
Number, 31/12/2010
5,750,000
53,250,000
-1,572,042

Outstanding
shares
58,290,217
-862,259
57,427,958

Total
no. of shares
59,000,000
59,000,000

Repurchase of own shares
The share capital in Wallenstam AB consists of 5,750,000 A shares with ten votes each and 53,250,000 B shares with one vote each. On the closing date
the number of repurchased shares amounted to 1,572,042. During 2010, 862,259 shares were repurchased at an average price of SEK 134. The proposed
dividend for the 2010 financial year is SEK 3.50 per share (3.25).
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NOTE 27. Deferred tax

NOTE 28. Liabilities to credit institutions, cont.
31/12/10
Basis
Tax 26.3 % 	

31/12/09
Basis Tax 26.3 %

Deferred tax asset
At beginning of year
Sold losses
Acquired losses
Change during year
of loss carryforwards
Other adjustment
Provision
At year end

-4,177
1
-3

-1,098
0
-1

-4,275
-

-1,124
-

262
-5
49
-3,872

69
-1
13
-1,017

156
-57
-4,177

41
-15
-1,098

Deferred tax liability
Difference between reported
and taxable values:
2,516
52

8,899
195

2,341
51

*Loans with an interest maturity within three months have an average interest of 2.65 per cent. 3.82 % includes the effect of swap agreements and
fixed rate loans that fall due within the three-month period.

77
411

249
361

65
95

Weighted average effective interest rates on loans taking into account derivatives accounted for as hedging instruments.

-58
-7
127
3,118

-231
-17
113
9,569

-61
-4
30
2,516

%
Loans
Overdraft facility

2010
3.8
1.5

2009
3.9
2.1

NOTE 29. Financial derivative instruments

Financial instruments
and shares
At beginning of year
Change during year
At year end

-257
167
-90

-68
44
-24

-357
100
-257

-94
26
-68

Wind turbines
At beginning of year
Change during year
Other adjustments
At year end

107
116
224

28
31
59

88
-1
20
107

23
-0
5
28

Net deferred tax
At beginning of year
Change during year
At year end

5,243
2,876
8,119

1,379
756
2,135

4,355
888
5,243

1,146
234
1,379

NOTE 28. Liabilities to credit institutions

Non-current loans
Bank loans
Current loans
Bank loans
Total borrowing

31/12/10

31/12/09

4,413
4,413

4,797
4,797

9,047
9,047

7,388
7,388

13,460

12,185

Security for bank loans consists of the Group’s properties (Note 17) and
non-current (Note 20). The unutilized overdraft facility amounts to SEK 400
million (400). Loans that mature within 12 months are reported as current
loans
Loan agreement maturity profiles
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31/12/10
31/12/09
		Aver.		 Aver.
Amount interest, %
Amount interest, %
0–3 mo.
6,326
3.82 *
4,183
3.66
3 mo.–1 yr
749
4.12
1,369
4.13
1–2 yrs
600
4.45
1,248
4.14
2–3 yrs
1,540
3.96
600
4.45
3–4 yrs
775
3.90
1,540
3.96
4–5 yrs
520
3.72
775
3.90
5–6 yrs
1,100
3.73
520
3.72
6–7 yrs
520
3.54
900
3.90
> 7 years
1,330
3.25
1,050
3.61
Total
13,460
3.81
12,185
3.87
The average remaining fixed term at year end was 28 months (29).

Properties
At beginning of year
9,569
Investments for the year
197
Depreciations for the year
and impairment losses
292
Value changes for the year 1,565
Reverse for the year
due to sales
-220
Other adjustments
-28
Acquisitions during year
481
At year end
11,856

0–3 mo.
3 mo.–1 yr
1–2 yrs
2–3 yrs
3–4 yrs
4–5 yrs
5–6 yrs
6–7 yrs
> 7 years
Total

Interest maturity profile

31/12/10
3,541
5,506
1,941
1,589
300
200
142
0
241
13,460

31/12/09
2,482
4,906
776
1,860
1,649
100
200
0
212
12,185

Financial derivative instruments are reported under the provisions of IAS 39.
31/12/10
Assets Liabilities
Non-current
derivative instruments		
Interest swap contracts –
cash flow hedges
Current
derivative instruments
Interest swap contracts –
cash flow hedges
54
Electricity derivatives – hedge
of fair value
22
Total derivative instruments
76

31/12/09
Assets Liabilities

-

-

96

148

13

175

5
153

3
16

12
283

Maturity profile, financial derivative instruments

0–3 mo.
3 mo.–1 yr
1–5 yrs
> 5 years
Total

31/12/10
Cash flow
Fair value
hedge
hedge
-0
9
-5
3
-85
0
-4
6
-95
17

31/12/09
Cash flow
Fair value 		
hedge
hedge
-2
-14
-7
-164
-0
-80
-258
-9

Financial derivative instruments
The total change in value of cash flow hedges during the year amounted
to SEK 163 (45), of which the concluded portion for the year amounted to
SEK -101 (-106) and was reported in net profit/loss for the year. The effective
portion of SEK 92 million (152) is reported in other comprehensive income.
Interest swaps
On 31 December, the nominal amount of loans relating to the Group’s outstanding interest swaps amounted to SEK 6,729 million (6,538). On December 31, the fixed swap interest rates paid from the banks varied between
2.5075–5.2050. The variable swap interest rates obtained from the banks
correspond to STIBOR 3M. A description of the financial policy and financial
risks can be found in Note 3.				

NOTE 30. Accrued expenses and prepaid income

Accrued salary costs
Accrued interest expenses
Accrued operating expenses
Accrued administration expenses
Prepaid rental income
Accrued expenses relating to property transactions
Total accrued expenses and deferred income

NOTE 33. Cash flow statement, cont.
31/12/10 31/12/09
16
16
61
61
72
56
8
7
165
158
24
346
298

NOTE 31. Pledged assets

Property mortgages concerning
property-linked loans
Share deposit
Wind turbines
Blocked bank funds
Total pledged assets

31/12/10

31/12/09

13,227
461
210
13,898

11,907
30
263
430
12,630

NOTE 32. Contingent liabilities
The National Tax Board has decided to revalue one company in the Wallenstam Group as a result of the sale of participations during 2006 and 2007
which, in the opinion of the National Tax Board, are not covered by the rules
of tax exemption on the sale of so-called industrially-contingent participations. The total revaluation amounts to SEK 1,473 million, which entails
a tax demand of SEK 412 million. The National Tax Board’s decision has
been appealed and a deferment of the payment of the additional tax has
been granted. Additionally, the National Tax Board is expected to decide on
a revaluation regarding the sale of participations during 2008 of SEK 245
million, but which should not entail the payment of tax as the company can
offset the revaluation against a tax-related loss. Wallenstam is of the firm
opinion that the sales have been reported and declared in accordance with
the current regulations and therefore no provision is made in Wallenstam’s
balance sheet. Wallenstam’s opinion is shared by external lawyers who have
analyzed the sales and the National Tax Board’s argumentation. Wallenstam
expects the matter to be decided within two years at the earliest.
There is responsibility for the reversal of VAT on investments in commercial premises relating to tenants liable to VAT when the premises are leased
to a tenant not liable to VAT. It is not possible to determine the amount.
Other contingent liabilities refer to responsibility as a joint owner for tenants’ associations’ liabilities of SEK 4 million (4).

NOTE 33. Cash flow statement
The cash flow statement has been adjusted for items not affecting liquidity in
order to show receipts and disbursements in operating activities. Operating
activities have been adjusted to reflect changes in temporary entries, deferred tax and depreciation. Adjustments have also been made for changes
in value to investment properties as these do not affect liquidity.
Investing activities have been adjusted for as yet unpaid investments
and sales, seller’s notes and business transactions not yet settled in cash.
Financing activities have been adjusted to reflect seller’s notes in property transactions and changes in temporary entries.

2010

2009

1,722
-27
-31
-1,664

-394
20
36
-339

Acquisition of properties and investments in buildings
Investments for the year
-2,100
Transactions from prev. years not yet settled in cash
-2,100

-1,932
-2
-1,934

Adjustment items not affecting cash flow
Change in value of investment properties
Depreciations
Other adjustments

Sale of properties
Sales income
Cash transactions, not recog. as not yet settled
Transactions from prev. years not yet settled in cash
Expenses
Liquid assets
Cash and bank balances
Unutilized credit at year end
Total bank overdraft facilities

940
-44
25
-0
922

511
-18
36
-1
528

649
400
1,049

717
400
1,117

400

400

NOTE 34. Acquisitions of companies
On January 1, 2010 the Group purchased 90.3 per cent of the company
Hökensås Kraft HB, corporate registration number 916570-0676. The company pursues operations and administration of hydro power and associated
business activities. The acquisition has been reported as a business combination.
Book value
Revalu- Estimated
		
ation
value
Assets
Machinery
6
35
41
Current assets
1
0
1
Cash and bank balances
1
0
1
Total assets
7
35
42
Liabilities
Current liabilities
Deferred tax liability
Total liabilities

7
0
7

0
9
9

7
9
16

Net assets
0
26
Purchase price paid for participations			

26
97

Since the time of acquisition the company has contributed SEK 4 million to
Group sales and SEK 2 million to the operating profit.
On March 31, 2010 the Group acquired 100 per cent of the company Sollentuna Traktören renamed as Wallenstams Fastighets AB Turemalm, corporate registration number 556792-4062. The company owns and administers movable and immovable property and pursues associated business
activities. The acquisition has been reported as a business combination.
Book value
		
Assets
Properties
68
Total assets
68

Revaluation

Estimated
value

223
223

291
291

0
59
59

0
68
59
127

Net assets
0
164
Purchase price paid for participations			

164
164

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

0
68
68

Since the time of acquisition the company has contributed SEK 22 million
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to Group sales and SEK 6 million to the operating profit.

NOTE 34. Acquisitions of companies, cont.

NOTE 34. Acquisitions of companies, cont.

On May 31, 2010 the Group acquired 100 per cent of the company Balder
Gårda Fastighets AB, renamed as Wallenstam Gårda fastighets AB, with
corporate registration number 556808-3405. The company owns and administers movable and immovable property and pursues associated business activities. The acquisition has been reported as a business combination.

On October 1, 2010 the Group acquired 100 per cent of the company
HSB Fastigheter i Sundbyberg AB, renamed as Wallenstam Fastighets AB
Tuletorget, with corporate registration number 556674-7613. The company owns and administers movable and immovable property and pursues
associated business activities. The acquisition has been reported as a business combination.

Book value
		
Assets
Properties
80
Total assets
80

Book value
		
Assets
Properties
189
Current assets
4
Total assets
193

Revaluation

Estimated
value

6
6

86
86

-1
-1

0
73
6
79

Net assets
0
7
Purchase price paid for participations			

7
7

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

1
73
6
80

Since the time of acquisition the company has contributed SEK 4 million to
Group sales and SEK 2 million to the operating profit.
On July 1, 2010 the Group acquired 100 per cent of the company KB
Alaska Avenyn 1, renamed as KB Wallenstam Avenyn 1, with corporate
registration number 969637-6681. The company owns and administers
movable and immovable property and pursues associated business activities. The acquisition has been reported as an asset acquisition.
Book value
		
Assets
Properties
135
Cash and bank balances
1
Total assets
137

Revaluation

Estimated
value

132
132

321
4
324

0
34
34

0
192
35
227

Net assets
0
97
Purchase price paid for participations			

97
97

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

0
192
1
193

Since the time of acquisition the company has contributed SEK 3 million to
Group sales and SEK 0 million to the operating profit.
On November 12, 2010 the Group acquired 100 per cent of the company
Anneröds vindkraft AB, corporate registration number 556753-6056. The
company’s business objective the direct or indirect development, construction and establishment of wind farms and the generation and sale
of electricity and associated business activities. The acquisition has been
reported as a business combination.

Revaluation

Estimated
value

90
90

225
1
227

Book value
		
Assets
Machinery
4
Total assets
4

4
4

0
141
141

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

Net assets
0
86
Purchase price paid for participations			

86
86

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

-4
141
137

Since the time of acquisition the company has contributed SEK 5 million to
Group sales and SEK 2 million to the operating profit.
On July 9, 2010 the Group acquired 100 per cent of the company Arne Lorentzon i Göteborg AB, renamed as Wallenstams fastighets AB Heden 24:3,
with corporate registration number 556791-3701. The company manages
properties and runs associated business activities. The acquisition has
been reported as a business combination.
Book value
		
Assets
Properties
60
Cash and bank balances
2
Total assets
62

Revaluation

Estimated
value

67
67

127
2
130

-9
14
5

0
41
27
68

Net assets
0
62
Purchase price paid for participations			

62
62

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

9
41
13
62

Since the time of acquisition the company has contributed SEK 3 million to
Group sales and SEK 1 million to the operating profit.
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Revaluation

Estimated
value

9
9

12
12

0
2
2

0
4
2
6

Net assets
0
6
Purchase price paid for participations			

6
6

0
4
4

Since the time of acquisition the company has contributed SEK 0 million to
Group sales and SEK 0 million to the operating profit.
On July 1, 2011 the Group will acquire 100 per cent of the companies
Niam Fond IV Vallgraven 32:1 AB, 556761-9092, Niam Fond IV Vallgraven 35:12 AB, 556761-9100, Niam Fond IV Vallgraven 60:9 60:10 AB,
556761-9084, Niam Fond IV Vallgraven 60:8 AB 556761-9068, Niam
Fond IV Vallgraven 69:5 AB 556761-9076 and Niam Fond IV Masthugget
10:3 AB 556761-8706. The companies own and manage properties and
securities and pursues associated business activities. The acquisition will
be reported as an asset acquisition.
Book value
		
Assets
Properties
894
Current assets
19
Total assets
913

Revaluation

Estimated
value

247
247

1,141
19
1,160

-61
-61

0
852
852

Net assets
0
308
Purchase price paid for participations			

308
308

Liabilities
Equity
Current liabilities
Deferred tax liability
Total liabilities

61
852
913

Parent company income statement
SEK million		

2010

2009

Rental income 		
Operating expenses
(note 2)
Net operating income		

72
-25
47

70
-25
45

(note 12)

-6

-6

Management costs and administration expenses
(notes 3, 4, 6)
Other operating income
(notes 5, 7)
Other operating expenses 		
Operating profit, property management 		

-246
229
-2
21

-210
205
-1
33

Sales income
(note 12)
Cost of properties sold		
Administration expenses 		
Operating profit/loss, property operations		

0
-0
0
0

-0
0

Operating profit 		

21

33

Profit/loss from participations in Group companies
(notes 8, 13)
Interest income and similar profit/loss items
(note 9)
Interest expenses and similar profit/loss items
(note 9)
Net financial items		

770
798
-764
804

487
746
-695
537

Depreciation, properties

Profit before tax		
825
Tax on profit for the year
(note 10)
-105
Profit/loss for the year		
720

570
-25
545

Other comprehensive income
Changes in value financial derivative
instruments reported as hedges
(note 20)
101
-101
Tax attributable to other comprehensive income		
-27
27
Comprehensive income		
794
471
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Parent company balance sheet
SEK million		

31/12/10

31/12/09

ASSETS
FIXED ASSETS
Intangible assets
(note 11)			
Activated expenses, computer software		
6
5
		 6
5
Property, plant and equipment
(note 12)
Investment properties		
825
813
Equipment		 18
16
		 843
829
Financial fixed assets
Participations in subsidiaries
(notes 13, 14)
1,885
1,297
Participations in other Group companies
(note 15)
0
0
Receivables from other Group companies
(notes 13, 20)
11,135
9,489
Other non-current securities holdings
(note 13)
183
183
Deferred tax asset
(note 19)
277
297
		 13,479
11,266
Total assets		
14,328
12,100
		
CURRENT ASSETS
Rent receivables		
0
0
Other receivables		
0
0
Prepaid expenses and accrued income
(note 16)
51
50
		 51
51
Cash and bank balances
(note 17)
315
152
Total current assets		
315
203
Total assets		
14,694
12,303
EQUITY AND LIABILITIES
RESTRICTED EQUITY
(note 18)
Restricted equity
Share capital		
Statutory reserve		
Total restricted equity		

118
117
235

118
117
235

NON-RESTRICTED EQUITY
Profit brought forward		
Profit for the year		
Total non-restricted equity		

2,427
720
3,147

2,426
545
2,971

Total equity		

3,381

3,206

NON-CURRENT LIABILITIES
(note 20)
Liabilities to credit institutions		
Liabilities to other Group companies		
Other liabilities 		
Total non-current liabilities		

2,979
3,967
20
6,966

3,189
2,934
6
6,129

CURRENT LIABILITIES
Liabilities to credit institutions
(note 20)
Accounts payable		
Other liabilities		
Accrued expenses and prepaid income
(note 21)
Total current liabilities		

4,233
13
20
81
4,347

2,859
8
20
81
2,968

Total equity and liabilities		
14,694
PLEDGED ASSETS
CONTINGENT LIABILITIES
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(note 22)
(note 23)

7,212
6,286

12,303
5,762
4,318

Parent company change in equity
Restricted equity
ShareReserve
equity
fund

Non-restricted
equity

Total
equity

117

2,769

3,004

Profit/loss for the year
Other comprehensive income*			
Group contributions paid after tax
-

545
-74
-62

545
-74
-62

SEK million
CHANGE IN EQUITY 2009
Opening balance

118

Transactions with shareholders
Dividends
Repurchase/sale of own shares (including expenses)
Closing balance

118

117

-176
-31
2,971

-176
-31
3,206

CHANGE IN EQUITY 2010
Opening balance

118

117

2,971

3,206

Profit/loss for the year
Other comprehensive income*			
Group contributions paid after tax
-

720
74
-315

720
74
-315

-189
-116
3,147

-189
-116
3,381

Transactions with shareholders
Reduction of share capital
Dividends
Repurchase/sale of own shares (including expenses)
Closing balance

118

117

*Refers to fund for fair value.
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Parent company cash flow statement
SEK million		

2010

2009

21
15
800
799
-766

33
15
490
729
-685

870

582

Change in working capital
Current receivables		
Current liabilities		
Cash flow from operating activities		

0
5
875

-0
14
596

Investing activities
Acquisition of properties, shares and participations		
Withdrawal/deposited shares		
Investments, buildings		
Sale of properties/equipment/intangible assets		
Investment in properties/equipment/intangible assets		
Total investments		

-1,303
354
-18
1
-13
-979

1,236
-32
0
-4
1,200

Financing operations
Repurchase of own shares		
Group contributions after tax		
Dividends		
Loans raised		
Amortization of loans		
Change, non-current receivables		
Change in Group company liabilities		
Change in Group company receivables		
Total financing		

-116
-62
-189
1,386
-208
0
1,000
-1,545
266

-31
-51
-176
813
-224
-194
281
-2,307
-1,890

Changes to liquid assets		

162

-94

Cash and bank balances at beginning of year		
Change during year		
Cash and bank balances at year end		

152
162
315

246
-94
152

Unutilized credit at year end		
Available liquid assets		

400
715

400
552

Current operations
Operating profit, property management		
Adjustment items not affecting cash flow
(Note 24)
Dividend from subsidiary company		
Interest payments and interest subsidies received		
Interest paid		
Cash flow from operating activities
before change in working capital 		
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Accounting principles and notes, Parent Company accounts
NOTE 1. Accounting principles

instrument must be reported in comprehensive income and the ineffective
portion in the income statement.

The parent company Wallenstam AB’s Annual Report was prepared in accordance with the Swedish Annual Accounts Act. The company applies
RFR 2 issued by the Swedish Financial Reporting Board. The accounting
principles applied are described in Note 1 in the Consolidated Accounting
Principles with the following additions for the parent company.

NOTE 1. Accounting principles, cont.

Properties are reported at acquisition cost less depreciation according to
plan of one per cent over their useful life and with requisite depreciation.

Because Wallenstam’s hedge accounting in respect of interest derivatives
was concluded during 2010 all subsequent changes in value are reported
directly in financial income and expenses in the income statement. The
change in accounting principles means that changes in value are reported
above other comprehensive income and gave affected net equity after tax
by SEK 74 million (-74).

Equipment

Group contributions

Equipment is reported at cost less accumulated depreciation and any impairment loss. Depreciation of the cost is made according to plan over the
equipment’s useful life. Depreciation is 33 per cent for computers, 10 per
cent for furniture and 20 per cent for other equipment. The useful life of
equipment, the depreciation method and residual value are assessed on
an ongoing basis. Depreciations are reported under management costs and
administration expenses.

Shares in subsidiaries

Properties

Intangible assets

Expenses for software developed for the Group, are capitalized as intangible
assets if they provide probable economic benefits in coming years. Capitalized expenses for acquired software are written down according to plan by
20 per cent of the cost over the software’s economic life. The useful life of
the assets, the depreciation method and residual value are assessed on an
ongoing basis. Depreciations are included in the income statement item
Management costs and administration expenses. Standard software and annual licences are carried as expenses.

Group contributions after deductions for tax are recognized as a decrease or
increase in non-restricted equity.
Shareholders’ contributions are reported by the contributor as an increase in the book value of shares and by the recipient as an increase in
non-restricted equity.							
					
Shares in subsidiaries are reported at cost. The book value is assessed on
an ongoing basis against the subsidiaries’ Group-related equity. In cases
where the book value falls below the subsidiary’s Group-related value, an impairment loss is reported. The impairment loss is recognized in the income
statement. When impairments in subsidiaries are an effect of internal Group
restructuring, a revaluation is carried out in an amount equivalent to other
subsidiaries’ shares. These transactions are not reported above the income
statement in accordance with RR 1:00 p. 38.

NOTE 2. Operating expenses

Financial instruments

A change in the Swedish Annual Accounts Act from 2010 means that companies that are affected by consolidated accounts according to IFRS must
report certain financial instruments at fair value. The parent company Wallenstam AB applies RFR 1. The updating of RFR 1 entails a change in accounting principles for Wallenstam AB. In the case of hedge accounting it
means that the effective portion of the change in fair value of the derivative

NOTE 3. Wages, other remunerations and social security costs

			
Basic salary
Benefits
2010
Chairman of the Board
0.6
Board members
0.6
Total directors’ remunerations
1.2
MD, parent company
Other senior management, 4 persons
Other employees
Total
2009
Chairman of the Board
Board members
Total directors’ remunerations
MD, parent company
Other senior management, 5 persons
Other employees
Total

2010
4
8
7
6
25

Fuel expenses
Other operating expenses
Maintenance costs
Property tax
Total operating expenses

2009
3
9
8
5
25

Variable
remunerations

Social
expenses

Pension
expenses

-

0.2
0.2
0.4

-

2.8
8.3
70.4
82.7

0.6
0.8
3.9
5.3

-

1.2
3.4
24.6
29.6

1.3
3.2
8.8
13.3

0.6
0.6
1.2

-

-

0.2
0.2
0.4

-

2.5
8.4
61.6
73.7

0.5
0.9
3.8
5.2

-

1.0
5.0
19.9
26.3

1.1
3.7
6.6
11.4

Refer to the Group’s Note 8 for information on remunerations, pensions and severance pay for senior management.
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NOTE 4. Average number of employees etc.

Number of employees

NOTE 8. Profit/loss from participations in Group companies

2010		
2009
Average no. Of whom Average no. Of whom
employees women
employees women
174
103
160
88

Refers to profit/loss from subsidiaries of SEK 332 million (-3). Impairment
losses of SEK 362 million (0) in respect of subsidiary participations were
incurred during the year. Dividends from subsidiaries totaling SEK 800 million (490).

		2010			2009
Number on Of whom
Number on Of whom
closing date women closing date women
Board members
5
2
5
2
MD and senior executives
5
0
6
1

NOTE 9. Financial income and expenses

%
Absence due to sickness
Total absence due to sickness*
Absence due to sickness, men
Absence due to sickness, women
Employees –29 years
Employees aged 30–49 years
Employees, 50 years–

NOTE 10. Tax on profit for the year

*of which proportion of long term > 60 days

2010

2009

2.3
1.6
3.0
2.0
1.7
1.4

2.4
1.3
3.2
3.2
2.2
2.0

16.6

11.5

NOTE 5. Transactions with related parties
Purchases and sales between Group companies
The parent company performs administrative services for the other Group
companies. Income from these services is reported as other operating income; see Note 7.
The parent company has expenses from other Group companies in respect of electricity and the rent of floor space of SEK 20 million (20).
The parent company manages loan procurements and interest derivatives on behalf of the subsidiaries.
Sales to related parties
During the year all transactions with companies in the Wallenstam Group
have taken place on prevailing market terms. In addition, a small plot of
land was disposed of on prevailing market terms to a company in which
one of Wallenstam’s Board members has controlling influence. Moreover,
companies associated with Wallenstam Board members rent premises on
prevailing market terms. Altogether these do not amount to significant sums.

NOTE 6. Management costs and administration expenses
Management costs and administration expenses amounted to SEK 246 million (210). Included in the management and Administration expenses are
all of the Group’s administrative expenses such as those for offices and commercial premises, personnel, marketing and auditing.
Expenses of SEK 14 million (1) for the personnel option programme were
charged to management costs and administration expenses.
Wallenstam has engaged Ernst & Young for the audit and the Group’s
total expenses are handled by the parent company and subsequently distributed among the subsidiaries.
Audit assignment
Audit-related advice
Tax advice
Other assignments

2010
1.7
0.3
0.2
0.8
3.0

2009
1.7
0.2
1.1
3.0

NOTE 7. Other operating income
Other operating income consists mainly of payment for administrative and
project management services performed for other Group companies. Income from Group companies amounted to SEK 229 million (205).
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Financial income and expenses includes interest income from receivables
from Group companies of SEK 780 million (731) and interest expenses from
liabilities with Group companies of SEK 443 million (441).		

Tax reported in the income statement
Current tax
Deferred tax
Total tax

2010
-105
-105

2009
-25
-25

Reported profit/loss before tax
Tax according to applicable rate

825
-217

570
-150

-88
210
-10

-2
-1
129
-

-105

-25

112
112

22
22

Tax effect of:
Expenses, non-deductible
Adjustment, previous years
Dividends
Take over of deferred tax
Tax on profit/loss for the year in the income statement
Tax items reported
directly in equity
Tax on Group contributions received/paid

Distribution of deferred and current tax
2010
Basis
Deferred
cur. tax
tax
Profit before tax
825
Tax deductible
depreciations
-6
6
Expenses, non-deductible
334
Difference between fiscal
book value
22
-22
Dividends
-800
Group contributions
-427
427
Adjustment previous years
Deferred tax due to
acquisition of limited partnership 40
Operating profit/loss
for tax purposes
-52
452
The year’s utilization
of loss carryforwards
Taxable profit/loss
Tax on profit for the year

2009
Basis
Deferred
cur. tax
tax
570
-5
9

5
-

0
-490
-85
1

0
85
4

-

-

1

94

52

-52

-1

1

-

400
-105

0

95
-25

NOTE 11. Intangible assets

NOTE 12. Property, plant and equipment, cont.

Intangible assets refer to activated expenses for computer software.

Equipment

Acquisition cost brought forward
Investments for the year
Accumulated acquisition costs carried forward
Depreciation brought forward
Depreciations for the year
Accumulated depreciations carried forward
Book value at year end

31/12/10
32
4
35

31/12/09
30
2
32

-26
-3
-29

-23
-3
-26

6

5

Acquisition cost brought forward
Investments for the year
Sales/retirements for the year
Accumulated acquisition costs carried forward
Depreciation brought forward
Depreciations for the year
Sales/retirements for the year
Accumulated depreciations carried forward
Book value at year end

NOTE 12. Property, plant and equipment

31/12/10
39
8
-2
45

31/12/09
37
2
-0
39

-24
-6
2
-27

-19
-5
0
-24

18

16

31/12/10
2,360
-354
1,303
3,309

31/12/09
2,579
3
-222
2,360

-1,063
-362
-1,425

-1,118
55
-1,063

-

1,073
-1,073
0

1,885

1,297

NOTE 13. Financial fixed assets

Investment properties
Participations in subsidiaries
31/12/10

31/12/09

614
18
-0

582
32
-

632

614

Depreciation brought forward
Depreciations for the year
Sales during the year
Accumulated depreciations
carried forward

-34
-6
-0

-28
-6
-

-39

-34

Book value, building

593

580

233
-0

233
-

232

233

Book value land

232

233

Entered value, property, at year end

825

813

Buildings
Acquisition cost brought forward
Investments for the year
Sales during the year
Accumulated acquisition costs
carried forward

Land
Acquisition cost brought forward
Investments for the year
Sales during the year
Accumulated acquisition cost
carried forward

Acquisition cost brought forward
Withdrawal/deposit, equity
Sales
Acquisitions
Accumulated acquisition costs carried forward
Impairment losses brought forward
Sales for the year
Impairment losses for the year
Accumulated impairment losses carried forward
Revaluations brought forward
Sales for the year
Accumulated revaluations carried forward
Residual value carried forward

Receivables from other Group companies
Receivables with other Group companies are non-current but are anticipated to continue in order to manage subsidiary liquidity flows. The parent
company has taken out interest swaps on behalf of the group.
Weighted average interest rates on receivables amounted to:

Tax assessment value
Buildings
Land
Total tax assessment value

509
330
839

464
218
682

Per cent
Receivables from subsidiaries
Other non-current securities holdings
Acquisition cost brought forward
Investments for the year
Sales for the year
Accumulated acquisition costs carried forward

2010
4,0

2009
4,0

31/12/10
183
183

31/12/09
8
175
183
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NOTE 14. Participations in subsidiaries
The number of shares and the book values are specified for directly-owned companies, other Group companies are indirectly owned. (All shares that are
directly or indirectly owned are included in Wallenstam’s annual report, available at the Swedish Companies Registration Office.)
				
Number of
Book
Corporate reg. number
Dom.
Paticip. %
shares
value, MSEK
KB Myran no. 193
916446-7905
Gothenburg
100
1
21
KB Myran no. 347
969614-6381
Gothenburg
100
1
14
KB Myran no. 393
969637-7986
Gothenburg
100
1
0
KB Myran no. 510
969666-6818
Gothenburg
100
1
17
KB Avenyn 1
969637-6681
Gothenburg
100
1
170
KB Killingen 8 & 9
916447-4851
Gothenburg
100
1
40
KB Myran no. 346
969614-7595
Gothenburg
100
1
0
KB Myran no. 174
916614-5434
Gothenburg
100
1
0
Xuleh Sibyllegatan 9 KB
969690-1710
Gothenburg
100
1
0
Xuleh Storskärsgatan 4 KB
969687-2572
Gothenburg
100
1
0
KB Myran no. 13
916442-2520
Gothenburg
100
1
367
Wallenstam Energi AB
556618-8552
Gothenburg
100
1,000
5
Wallenstam Stacken AB
556720-9910
Gothenburg
100
1,000
15
Wallenstam Förvaltnings AB
556692-0251
Gothenburg
100
1,000
1,234
Wallenstam Investment AB
556089-7000
Gothenburg
100
2,000
2
Total					1,885
During the year Wallenstam AB acquired KB Avenyn 1 externally and six limited partnerships from Group companies.

NOTE 15. Participations in other Group companies

NOTE 17. Cash and bank balances/Overdraft facilities

The Parent Company’s participations as a limited partner in indirectly owned
limited partnership companies. (All shares that are directly or indirectly
owned are included in Wallenstam’s annual report, available at the Swedish
Companies Registration Office.)

Cash and bank balances

NOTE 16. Prepaid expenses and accrued income
Prepaid insurance premiums
Prepaid interest expenses
Prepaid operating expenses
Accrued income
Total prepaid expenses and accrued income

31/12/10
0.6
16.5
0.2
33.2
50.5

31/12/10
315

31/12/09
152

Overdraft facilities/Approved amount
Overdraft facilities/Utilized amount
Available amount

400
400

400
400

Available liquid assets

715

552

31/12/09
0.5
17.1
0.4
32.0
50.0

SEK 20 million of the accrued income relates to receivables from Group
companies.

NOTE 18. Equity
A specification of the change in equity can be found in the Consolidated statement of changes in equity, immediately after the balance sheet.
			
No. of shares
A shares
B shares Shares in own safekeeping
Outstanding shares
Total no. of shares
Number, 31/12/2009
5,750,000
53,250,000
-709,783
58,290,217
59,000,000
Repurchase
-862,259
-862,259
Number, 31/12/2010
5,750,000
53,250,000
-1,572,042
57,427,958
59,000,000
Repurchase of own shares
The share capital in Wallenstam AB consists of 5,750,000 A shares with ten votes each and 53,250,000 B shares with one vote each. On the closing date
the number of repurchased shares amounted to 1,572,042. During 2010, 862,259 shares were repurchased at an average price of SEK 134. The proposed
dividend for the 2010 financial year is SEK 3.50 per share (3.25).
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NOTE 19. Deferred tax

NOTE 20. Loans, cont.
31/12/10 31/12/09

Deferred tax liability
Difference book/fiscal depreciation

16

10

Liabilities to other Group companies
Liabilities to other Group companies are not intended to be amortized but
are anticipated to run to manage subsidiary liquidity flows.

Deferred tax asset		
Taxloss carryforwards
-293
-279
NOTE 21. Accrued expenses and prepaid income
At year end
-293
-279
Tax on other comprehensive income
-27
Net deferred tax asset/liability

-277

-297

31/12/10

31/12/09

2,979

3,189

All losses run for unlimited periods.

NOTE 20. Liabilities to credit institutions

Non-current loans
Bank loans
Current loans
Bank loans

4,233
7,212

2,859
6,048

31/12/10 31/12/09
Amount,
Amount,
Loan agreement maturity profiles
SEK million SEK million
0–3 mo.
2,523
1,986
3 mo.–1 yr
1,709
873
1–2 yrs
1,422
600
2–3 yrs
1,058
1,360
3–4 yrs
300
929
4–5 yrs
200
100
5–6 yrs
0
200
Total
7,212
6,048
		
31/12/10
31/12/09
Amount,
Aver.
Amount,
Aver.
Interest maturity profile
SEK million interest % SEK million interest %
0–3 mo.
718
12.60
-307
-20.83
3 mo.–1 yr
640
3.91
800
3.77
1–2 yrs
600
4.45
1,073
4.09
2–3 yrs
1,009
3.96
600
4.45
3–4 yrs
775
3.90
800
4.05
4–5 yrs
520
3.72
775
3.90
5–6 yrs
1,100
3.73
500
3.74
6–7 yrs
520
3.54
900
3.90
> 7 years
1,330
3.25
907
3.62
Total
7,212
4.63
6,048
5.19

All of the Group’s interest derivatives except those in respect of wind turbine
financing are taken up through banks via the parent company. The volume
of the parent company’s interest derivatives exceeds the volume of loans
held by the parent company. Wallenstam takes up interest derivatives in
the parent company in order to hedge Group subsidiaries’ interest maturity
profiles. Interest derivatives taken up by the parent company on behalf of
subsidiaries are attributed to the subsidiaries concerned and therefore form
part of internal Group dealings. The reason for this is that interest derivatives are not attributable to the parent company but to the financing of each
respective subsidiary.

Accrued salary costs
Accrued interest expenses
Accrued operating expenses
Prepaid rental income
Accrued administration expenses
Total accrued expenses and deferred income

31/12/10
15.8
43.8
1.2
11.6
8.4
80.8

31/12/09
16.1
45.3
1.1
11.2
7.1
80.8

31/12/10

31/12/09

1,056
6,156
7,212

677
5,085
5,762

NOTE 22. Pledged assets

Property mortgages for own commitments:
Concerning loans
Receivables from subsidiaries
Total pledged assets

NOTE 23. Contingent liabilities
Guarantee undertakings for Group companies amounted to SEK 6,280 million (4 315). Other guarantee undertakings refer to complementary responsibility for the external liabilities of limited partnership companies of SEK 6
million (3).

NOTE 24. Cash flow statement
The cash flow statement has been adjusted for items not affecting liquidity
in order to show receipts and disbursements in operating activities. Operating activities have been adjusted to reflect changes in temporary entries,
deferred tax and depreciation.
2010

2009

0		
0		

0
0

-0		
15		
15

1
14
15

Liquid assets		
Cash and bank balances
315
Unutilized credit at year end
400
715

152
400
552

Total bank overdraft facilities

400

Adjustment items not affecting cash flow
Accrued unpaid rental income			
Accrued unpaid operating expenses			
Accrued unpaid management
and administration expenses			
Depreciations					

400

The unutilized overdraft facility amounts to SEK 400 million (400).
%
2010
Weighted average effective interest rates
on loans amounted to:		
Loans
Overdraft facility

5.1
1.5

2009

4.6
2.1

Recognized and fair values of other liabilities agree.
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The Income Statements and Balance Sheets will be submitted to the Annual General Meeting on 27/04/2011.
We affirm that the annual accounts, to the best of our knowledge, have been prepared in accordance with generally accepted accounting principles for a publicly listed company. The information provided reflects the actual state of affairs, and nothing of material importance has been omitted which could affect the view of the Company presented by the annual accounts.
Gothenburg, February 23, 2011
WALLENSTAM AB

Christer Villard
Chairman of the Board

Ulrica Jansson Messing
Vice Chairman

Anders Berntsson
Board member

Erik Åsbrink
Board member

Agneta Wallenstam
Board member

Hans Wallenstam
Managing Director

My Audit Report concerning this annual report and the consolidated accounts was issued on 23/02/2011

Sven-Arne Gårdh
Authorized Public Accountant
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Auditor’s report
To the Annual General Meeting of Wallenstam AB (publ), corporate reg. no. 556072-1523

I have examined the annual accounts, the consolidated accounts,
the accounting records and the administration of the Board of
Directors and the Managing Director of Wallenstam AB (publ)
for the 2010 financial year. The company’s annual accounts are
contained in the printed version of this document on pages
54–85. The Board of Directors and Managing Director are responsible for the accounts, the administration of the company
and for applying the Annual Accounts Act in preparing the annual accounts, as well applying the International Financial Reporting Standards (IFRS) as adopted for use in the EU, and the
Annual Accounts Act in preparing the consolidated accounts.
My responsibility is to comment on the annual accounts and the
consolidated accounts and the administration based on my audit.
The audit was conducted in accordance with auditing standards generally accepted in Sweden. This means that I planned
and performed the audit in order to achieve a high, but not absolute, level of certainty in ensuring that the annual report and
the consolidated accounts do not contain material misstatements. An audit includes the examination of a selection of the
supporting documents and other information in the accounts
documentation. An audit also include an assessment of the accounting principles used and their application by the Board and
the Managing Director as well as an assessment of the important
valuations made by them when preparing the annual accounts
and consolidated accounts, and evaluating the information of the
annual report and consolidated accounts. As a basis for my opinion concerning discharge from liability, I examined significant

decisions, actions taken and circumstances of the Company in
order to be able to determine the liability, if any, to the Company
of any board member or the Managing Director. I also examined
whether any board member or the Managing Director has, in
any other way, acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association. I believe
that my audit provides a reasonable basis for the opinion set out
below.
The annual accounts and the consolidated accounts have been
prepared in accordance with the Annual Accounts Act, and, consequently, present a true and fair view of the results and position of the company and the Group in accordance with generally accepted accounting standards in Sweden. The consolidated
accounts have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted for use in the
EU and the Annual Accounts Act and thereby give a true and fair
view of the group’s financial position and results of operations.
The directors’ report is consistent with the other sections of the
annual accounts and the consolidated accounts.
I recommend to the Annual General Meeting of shareholders that the income statement and balance sheet for the Parent
Company and the Group be adopted, that the profit in the parent
company be dealt with in accordance with the proposal in the administration report and that board members and the Managing
Director be discharged from liability for the financial year.

Gothenburg, February 23, 2011

Sven-Arne Gårdh
Authorized Public Accountant
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Corporate governance report
Wallenstam’s corporate governance structure
Nomination Committee

Proposal
Election

Shareholders through Annual General
Meeting

Election

Auditors
Information
Responsible for supervision
of entire operation. Reports to
the board and shareholders.

Board of Directors

Goals and Strategies

Remuneration Committee

Reporting and supervision

MD and Group MD

Senior Management

Business Area Residential

Business Area Commercial

Internal control instruments
Business concept, goals and strategies, articles of
association, the board’s rules of procedure, MD’s instructions, policies and core values.

Wallenstam AB is a public company quoted on the Nasdaq OMX
Stockholm Mid Cap list, which is an integrated marketplace for
the Nordic and Baltic countries.
The direction, management and supervision of a limited liability company is shared between the shareholders, board of directors and managing director and the Group’s senior management.
Governance is regulated by Swedish law, articles of association,
regulations for issuers and other regulations and recommendations such as the Swedish corporate governance code.
Wallenstam’s board and executive management strives to ensure that the company lives up to the demands placed on it by
the stock exchange, shareholders and other stakeholders. Wallenstam strives to provide insight into reporting relationships,
responsibilities, authority and control systems through transparency and accessibility.
Wallenstam applies the Swedish corporate governance code
(the code) and any departures from it are reported and justified
according to the code’s “comply or explain” principle. The following departures were noted during 2010:
2.3 Composition of the nomination committee –The code lays down
that the managing director or other board member may not be
a member of the nomination committee. Wallenstam’s MD is a
member of the nomination committee in his capacity as principal
shareholder.
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Development &
Energy

Staffs

External control instruments
Swedish Companies Act, Swedish Annual Accounts Act, Regulations for
Share Issuers, Swedish Corporate Governance Code and other
relevant acts and regulations.

Shareholders
The number of shareholders amounted to 6,438 at year end. Wallenstam’s principal shareholder is Hans Wallenstam with approximately 22 per cent of equity and 58 per cent of the votes. Foreign
share ownership makes up 6 per cent of equity and 3 per cent of the
votes. The ten largest shareholders together held the equivalent of
around 55 per cent of the equity and 76 per cent of the votes.
Wallenstam’s share capital amounted to SEK 118 million on
31/12/2010, distributed among 5,750,000 A shares (ten votes
per share) and 53,250,000 B shares (one vote per share). The
shares all carry identical rights to the company’s assets and profits. Otherwise there are no limits to how many votes each shareholder may cast at annual general meetings. Repurchased shares
have no dividend rights.
Wallenstam’s market capitalization at year end amounted
to SEK 10,443 million. The Board of Directors’ basic principle prescribes that reported profit in the first instance be
re-invested in the company for continued development
and increased growth in value. When determining the size
of the dividend, consideration must be given to the company’s investment requirements, its consolidation requirements, position and future development. However, the distributable amount may never exceed realized profit after tax.

Annual General Meeting
The annual general meeting (AGM) is Wallenstam’s highest decision making body. The AGM is held within six months of the end
of the financial year. In accordance with Swedish legislation and
Wallenstam’s articles of association, shareholders exercise their
voting rights at the AGM in order to take decisions. The AGM
elects the company’s board chairman and other board members.
It is also charged with adopting the company’s balance sheets and
income statements and deciding on the disposition of earnings as
well as discharging the members of the board and the managing
director from liability for the financial year. When appropriate,
the AGM also elects auditors.
Notice to Attend the Annual General Meeting shall be given
through the Official Swedish Gazette (Post- och Inrikes Tidningar) and Wallenstam’s website. Announcements in the daily
press will also inform that notice is given. The notice to attend
describes the agenda, nomination committee proposals for election to the board and fees for the board of directors and auditors.
According to the Swedish Companies Act, shareholders have the
right to have an issue taken up at the AGM if the board is notified in time. Shareholders also have the opportunity to ask questions at the AGM. Wallenstam’s AGM was held on 28/04/10 in
Gothenburg; 177 shareholders attended. They represented about
42 per cent of the number of shares and about 69 per cent of the
total number of votes in the company.
In addition to the MD and the Group’s senior management, a
majority of board members were present at the AGM. The company’s auditors were also present. The AGM reelected Christer
Villard and the members Anders Berntsson, Erik Åsbrink and
Ulrica Jansson Messing and elected Agneta Wallenstam for the
first time. The AGM determined that a fee of SEK 1,200,000
(1,200,000) would be paid to the board, of which SEK 600,000
(600,000) would be to the board chairman, SEK 225,000
(225,000) to the deputy chairman and SEK 125 000 (125,000)
each to the other members. The AGM adopted the annual accounts for 2009 and discharged the MD and board of directors
from liability. A dividend of SEK 3.25 per share as proposed by
the board was also approved. The AGM also adopted the principles for remuneration and other employment terms for senior
management, and a change to the articles of association. The
board was given continued authority for the repurchase of shares.
Minutes and a presentation of the AGM are available at www.
wallenstam.se/bolagsstyrning.
Nomination Committee
The nomination committee is charged with preparing and making proposals for the election of the chairman and other members
of the board, the choice of auditor, the chairman of the AGM,
matters concerning fees and associated affairs.
The nomination committee is elected annually at the AGM
for the period up until the end of the next AGM. The AGM
re-elected Christer Villard to the nomination committee in the
capacity of chairman of the board of Wallenstam AB and Hans
Wallenstam in the capacity of principal shareholder in Wallenstam AB. Dick Brenner was re-elected as chairman of the nomination committee.
It is the duty of the chairman of the board to inform the committee about the circumstances relating to the work of the board, the
need for special competence, etc., that may be of importance for

the committee’s work. As support for its proposals to the AGM
the nomination committee performed an assessment of whether
the current board was suitably constituted for its purpose and fulfils the demands placed on it by the company’s position and future
direction. As the basis for this assessment the nomination committee studied among other things the results of the evaluation
of the board’s work that had been carried out. The nomination
committee convenes as necessary.
Board of Directors
According to the articles of association, Wallenstam’s board must
comprise at least four and no more than eight members with a
maximum of an equivalent number of deputies. There are no regulations in the articles of association concerning the appointment
of board members or about changes to the articles of association.
The members are elected annually at the AGM for the period
up until the end of the next AGM. The board’s work must take
place in accordance with legislation, articles of association and
rules of procedure. Rules of procedure are taken up at statutory
board meetings and are adopted annually. During 2010 Wallenstam’s board comprised five members elected at the AGM, and no
deputies. The MD does not sit on the board. The board elected its
members on 28/04/10 and elected Ulrica Jansson Messing as vice
chairman until the next AGM.
The boards assignments
		
		PreIndeName	Function	Elected	Committee sent pendent*
Christer Villard
Chairman 1995Remuneration X
Yes
Ulrica Jansson
Messing
Vice chair 2008Remuneration X
Yes		
Anders Berntsson
Member 1997		 X
Yes
Erik Åsbrink
Member 2000		 X
Yes
Agneta Wallenstam Member 2010		 X
Yes

* Independent means both independent in relation to the company,
company management and to the company’s major shareholders.
Particular note must be paid to the fact that assessment of board
members’ independence as described above was made according
to regulations for such assessments then in force (Nasdaq OMX
Stockholm AB:s instructions for independents 2010).
Board rules of procedure
The board of directors shall establish instructions to the managing
director. The board is responsible for the follow-up and supervision of company operations on an ongoing basis. It is therefore
the responsibility of the board to ensure the availability of a functioning reporting system and that the board receives the necessary
information regarding the company’s position, profit/loss, financing and liquidity through periodical reporting. In addition to its
responsibility for the company’s organization and administration
the board’s most important task is to take decisions on strategic issues. In general the board handles issues of significant importance
for the Group such as:
• the approval of strategic plans
• the approval of policies
• decisions on major acquisitions and sales of property
• decisions on major investments in construction and wind power
• the approval of business and profitability targets.
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The work of the board
In the first instance it is the responsibility of the chairman of
the board, and in the second that of the deputy chairman, to
lead the board’s work in an efficient manner. The chairman of
the board follows operations and is responsible for ensuring that
other members receive the information necessary for board work
to be carried out in accordance with Swedish Companies Act and
the articles of association. In addition to leading the work of the
board the chairman follows the Group’s day-to-day development
through continual contacts with the MD on strategic issues and
represents the company on matters pertaining to its ownership
structure.
During 2010 the Board held five minuted meetings in addition to day-to-day contacts. The board constitutes a quorum if
more than half of its members are present. The chairman must
ensure that the board convenes whenever necessary, bearing in
mind that board meetings should be held regularly, usually fiwe
times per year.

Focus of the meetings
• February – annual accounts, preparations for AGM, auditing issues, issues for decision.
• April – implement AGM, profit/loss follow-up, issues for decision.
• June– issues for decision.
• September – strategy and planning, audit issues, profit/loss follow-up, issues for decision.
• December – budget, evaluation of MD’s work, evaluation of
board’s work, audit issues, profit/loss follow-up, issues for decision.
At each and all of these meetings the following matters are also
taken up: business position, financial report and investment decisions and other matters of significant importance for the company.
Remuneration Committee
Within the board there is a committee that comprises the board’s
executive leadership (chairman and vice chairman). The remuneration committee is tasked with preparing the board’s decisions on
issues that involve remuneration principles, remunerations and
other company management employment terms and where appropriate following up and evaluating ongoing programmes for
variable remunerations for company management together with
those concluded during the year, and following up the application
of guidelines for remunerations that the AGM must decide upon
in accordance with the law and current remuneration structures
and levels within the company.

The following guidelines for the determination of salaries and
other remuneration to senior management were approved by the
2010 AGM:
•Senior management must be offered fixed salaries on prevailing market terms and which are based on the employee’s area of
responsibility and performance.
•Senior management must be offered pension benefits on prevailing market terms in the form of premium-based pension agreements.
•Senior management must be offered customary non-monetary
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benefits that among other things facilitate the performance of
their work such as cars, mobile telephones and company health
care. Additionally, benefits in the form of accommodation may
also be offered in individual cases.
•In addition to fixed remuneration senior management may be
offered variable remuneration that rewards clearly goal-oriented
performance. Such variable remuneration must be paid in the
form of salary and may not exceed the fixed remuneration for the
period to which the remuneration pertains. Payments in respect
of the above incentive program shall not be pensionable.
•Senior management may be offered incentives in the form of socalled synthetic options if such an offer is available to all personnel employed indefinitely in the company.
•A reciprocal period of notice of six months shall apply to senior
management. Severance pay, including salary during the period
of notice, should not exceed 24 monthly salary payments.
Audit Committee
The board as a whole performs the tasks that are the duty of the
audit committee in accordance with the Swedish Companies Act,
and is therefore ultimately responsible for accounting, internal
control and risk management and that the company’s financial
information is reliable.
The board’s work with these issues does not replace auditor’s
communications with the board in overarching issues concerning
audit work, audit observations or its view of the company’s risks.
External auditors
Wallenstam’s auditors are elected by the AGM. The current period began in 2010 when the AGM elected Sven-Arne Gårdh
as the Wallenstam Group auditor and Anna Gullmarstrand as
deputy auditor, both with Ernst & Young.
The auditors examine the board’s and the MD’s administration of the company and the quality of the company’s accounting. The auditors report the outcome of their examination to the
shareholders through the audit report, which is presented at the
AGM. Moreover, the auditors present detailed statements to the
board several times per year. In addition to the audit, Ernst &
Young carries out certain audit-related services for Wallenstam.
These refer chiefly to legal matters concerning accounting, tax
and limited companies, and Wallenstam is of the opinion that
the performance of these services does not jeopardize Ernst &
Young’s independence. Further information regarding remuneration to the auditors can be found in the Group’s Note 11.
MD and group management
The MD and Group MD lead operations in accordance with the
Swedish Companies Act, other legislation and enactments, and
applicable regulations for publicly listed companies including the
code.
The MD leads the company’s operations on the basis of the
instructions prepared and approved by the board of directors. The
managing director is responsible for keeping the board informed
and ensuring that it has the necessary, and as complete as possible, information on which to base its decisions. The MD reports
to the board and is not a board member. The MD also keeps the
chairman of the board continuously informed of developments
in the company and the Group as well as their financial positions.

The MD is responsible for the company’s day-to-day administration and for ensuring that decisions taken by the board are
executed. It is the responsibility of the MD to prepare support
documentation for board meetings, present matters for discussion and to justify his proposals for actions and decisions. In his
day-to-day work the MD leads Group management. The division
of work between the board and the MD and the latter’s responsibilities and authority is specified in the MD’s work instruction.
An evaluation of the MD’s work takes place regularly.
Wallenstam’s MD Hans Wallenstam is the company’s principal owner. It is a great advantage for Wallenstam to have an MD
with a long term interest in the company. Apart from continuity,
it also means quick decisions, which has proved to be a competitive advantage on several occasions.
The MD and other members of Group senior management
have weekly meetings in order to follow up developments and
results in the business areas, update forecasts and plans, and to
discuss strategic issues. The Wallenstam Group comprises Wallenstam AB (publ) and a number of subsidiaries all of whom report directly to the MD. Reporting takes place on a continual
monthly basis and also via quarterly in-depth reviews of the businesses concerned. Investment reports are followed up on an ongoing basis. Subsidiary company boards comprise members from
Wallenstam’s Group senior management and in certain cases additional key personnel.
Internal supervision
The board has responsibility for ensuring that there is an effective system for internal supervision and risk management. This
responsibility has been delegated to the MD in order to create
favourable conditions for work with these matters. Group senior
management and executives at different levels bear this responsibility in their respective areas. Authority and responsibilities are
defined in policies, guidelines, descriptions of responsibilities
and attestation instructions.
Control environment
The control environment sets the tone for internal controls within
Wallenstam and influences employee control awareness in which
effective board efforts lay the foundation for good internal controls.
The board’s rules of procedure and instructions for the MD
seek to ensure a distinct division of roles and responsibilities that
helps the effective management of operational risks. The board
has also adopted a number of policies and fundamental guidelines
important for work involving internal controls such as policies
governing finance, investments, foreign currencies and reporting
guidelines. Company management reports regularly to the board
on the basis of established procedures. Furthermore, auditors report on their examination of internal controls.
Company management is responsible for the system of internal controls necessary for the management of risks associated
with day-to-day operations. This responsibility includes guidelines for various managerial positions and other employees in order for them to understand and grasp their respective roles in the
maintenance of good internal controls.

Risk assessment and control activities
Internal controls at Wallenstam seek to support the company in
achieving its goals. Risks that are associated with the achievement
of goals – critical success factors – must be identified and evaluated. The identification and evaluation of such risks are therefore
prerequisites for internal controls. Wallenstam’s internal control
mechanisms and procedures ensure that the implementation of
risk management measures takes place according to plan.
Wallenstam has created a method for evaluating the risk of errors in accounting and financial reporting. The board has identified a number of items in the income statement and balance sheet
where there is an increased risk of significant mistakes such as in
the valuation of properties and financial instruments. Particular
attention was paid to the design of controls that prevent and detect shortcomings in these areas.
During the financial year no breaches of regulations or etiquette at the stock exchange where Wallenstam’s shares are
traded have taken place according to resolutions by the exchange
Disciplinary Committee or pronouncements by the Swedish Securities Council.
Information and communication
Guidelines, manuals and suchlike important for financial reporting are updated and communicated to the employees concerned
on an ongoing basis. There are both formal and informal information channels to company management and the board for essential information from employees. Regarding external communications, there are guidelines that ensure the company lives up to
demands for correct information to the market.
Follow-up
The board continually evaluates information received from company management and the auditors. The work of the auditors
is of particular importance in following up the effectiveness of
company management in this regard. Among other things, the
work entails ensuring that action is taken concerning shortcomings and proposals for measures resulting from the annual review
of internal controls and the management audit carried out by external auditors.
Internal audit
Hitherto the company has found no reason to set up an internal
audit function. Ongoing follow-up of internal controls is performed by the board and company management.
This report does not form part of the official annual report. The
report was prepared in accordance with the code, Swedish Companies Act and the Swedish Annual Accounts Act. This means
that the report is limited to a description of how the internal controls are organized in respect of financial reporting.

Gothenburg, February 23, 2011

Board of Directors
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Review of the corporate governance report
To the Annual General Meeting of Wallenstam AB (publ), corporate reg. no. 556072-1523

It is the Board of Directors who is responsible for the corporate governance report for the year 2010 on pages 87–90 and that it
has been prepared in accordance with the Swedish Annual Accounts Act. As a basis for my opinion that the corporate governance report has been prepared and is consistent with the annual accounts and the consolidated accounts, I have read the corporate
governance report and assessed its statutory content based on our knowledge of the company.
In my opinion, the corporate governance report has been prepared and its statutory content is consistent with the annual accounts and the consolidated accounts.

Gothenburg, February 23, 2011

Sven-Arne Gårdh
Authorized Public Accountant
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Christer Villard
Chairman of the Board
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Vice Chairman
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Board member
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Managing Director

