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Year-end Report 2005

Castellum is one of the major listed real estate companies in Sweden. The fair value of the real
estate portfolio amounts to approx. SEK 20 billion, and comprises mainly commercial properties.
The real estate portfolio is owned and managed by six wholly owned subsidiaries with strong
local roots in five growth regions: Greater Gothenburg (incl. Bords and Alingsds), the Oresund
Region (Malmé, Lund, Helsingborg), Greater Stockholm (Stockholm s inner subwrbs), Mdlardalen

(Orebro, Visterds, Uppsala) and Western Sméland (Virnamo, Jonkiéping, Vixjo).

The Castellum share is listed on Stockholmsbérsen’s Q-list, Attract 40.

M Rental income for 2005 amounted to SEKm 1,907 (1,856 previous year).

M Net income after tax for the year amounted to SEKm 1,294 (916),
equivalent to SEK 31.56 (22.34) per share.

W Income from property management improved by 11% to SEKm 820
(741), equivalent to SEK 20.00 (18.07) per share.

B The Board proposes a dividend of SEK 10.50 {9.50) per share and a 4:1
share split, by which one old share is replaced by four new shares.

DATA PER SHARE

SEK 2005 2004 2003 2002 200 200

Income property management  20.00 18.07 16.29 15.10 13.20 10.62
Change +11% +11% +8% +14% +24%

Net income after tax 31.56 22.34 10.73 16.00 221 16.30
Change +41% +108% -33% -30% +39%

Dividend (for 2005 propased) 10.50 9.50 8.50 7.50 6.50 5.50
Change +11% +12% +13% +15% +18%
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Business Concept

Castellum’s business concept is to develop and add
value to its real estate porfolio, focusing on the
best possible earnings and asset growth, by offe-
ring customised commercial properties, through a
strong and clear presence in five Swedish growth
regions.

Overall Objectives

Castellum’s operations are focused on cash flow
and earnings growth, which along with a stable
capital structure provide the preconditions for
good growth in the company, while at the same
time offering shareholders a competitive divi-
dend.

W The objective is an annual growth in income
from property management per share of at
least 10% by adding value to properties,
increased rental income and cost effective
management, and by acquisition and new
construction of properties with development
potential.

B The objective is to report annual investments
of at least SEKm 1,000 in properties with
potential and sales of properties to which no
further value can be added by management of
at least SEKm 500 per year.

W The objective for the capital structure will
be an equitylassets ratio of 35-45% and an
interest coverage ratio of at feast 200%.

B The objective is to distribute at least 60% of
income from property management after tax,
having taken into account investment plans,
consofidation needs, ligquidity and financial
position in general.
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Income, Costs and Results

Comparisons. shown in brackets, are made with the corresponding
amounts previous year. For definitions see Castellum's websire,
www.castellum.se

Income from property management during the year, i.e. nel
income excluding changes in value and tax, amounted o
SEKm 820 (741), equivalent 1o SEK 20.00 (18.07) per share.
The improvement ts 11% and has been achieved chiefly
through a larger real estale portfolio and lower inlerest rate
levels.

The fourth quarter 2003 is the 36th consecutive quarter
showing growth since 1PO in May 1997.

INCOME FROM PRCPERTY MANAGEMENT FER SHARE

Isatated quarter, SEK {hars) Rolkng annual value, STK fline}

5.50 12,00
5,00 0,00
450_ 18,00
4.00 16.00

1997 1998 1999 2000 2007 2007 2003 2004 2005

During the year, chages in value on properties and
derivatives amounted to, respectively, SEKm 932 (660) and
SEKm ~4{} (-146). Net income for the year was SEKm 1,294
{916), equivalent to SEK 31.56 kr (22.34} per share.

Rental income

Group renatal income amounted to SEKm 1,907 (1,856).
The tmprovement is chiefly an effect of a larger real estate
portfolio.

Castellum’s lease portfolio is presently considered to be
in line with the market rents, Meaning that a majority of the
contracts expiring are extended with unchanged conditions,
For office and retail properties, the average contracted rental
level amounted to SEK 1.071 per sq.m., whereas it for
warehouse and industrial propertics amounted to SEK 618
per sq.m. Rental levels have in principle remain unchanged
compared with previous vear.

Castellum has a good risk exposure in the commercial lease
portfolio. The group has approx. 3,600 commercial contracts,
spreading over many sectors and durations. The single argest
contract makes up for 1% of Castellum’s total rental income.

CASTELLUM YEAR:-
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LEASE EXPIRY STRUCTURE :

No. of Areathous.  Lease value, Percentage

Term leases 5q.m, SEKm of value

Cammercial
2006 990 308 248 14%
2007 1056 512 435 24%
2008 812 4372 an 23%
2009 461 294 2563 15%
2010 114 168 158 G%
2011+ 127 277 264 15%

Total commercial 3560 203 1789 100%

Residential 638 45 44

Parking spaces etc. 1428 43 48

Total 5626 2119 1881

The economic occupancy rate for office and retail properties
were 88.2% and {or warehouse and industrial properties 87_5%.
The occupancy rate is lower than for the corresponding period
previous year, but adjusted for acqusitions and sales it has
in principle remain unchanged during 2005. The total annual
rental value for vacant premises during the year amounted 1o
apprax, SEKm 276,

During the year over 670 new lease contracts were signed
with a total annual value of SEKm 208 (163), while contracts
termingted amounted to SEKm 162 (179). Net leasing (i.e.
gross leasing minus contracts terminated for moving out) for
the year were SEKm 46 (—16). Net leasing during the last
quarter were SEKm -8 (-26), The negative net leasing is
mainly referring to the Oresund region.

Isolated quarler, SEKm
120 _ R - .
B New leases T Terminabons

- Nt leasing, rolng annual valye

2000 2001 2002 2003 2004 2005

The positive trend in net leasing continues although
terminations, as in previous years, were high during the fourth
quarter. The tevel of demand and new leasing are contutnued
good for both existing as well as potential customers on all
markets where Castellum is present and for both warehouse/
industrial and office/retial propertics. Rental levels are
expected to remain stable.

Regarding the reai estate market the liquidity as well as the
demand are continued very high. The combination of a large
demand from both forgign and domestic investors, a limired
supply and lower required yields has led 1o increasing real
estate prices,

HMD REPORT 2Z0O0S



Property costs

Property cests amounted to SEKm 637 (628) corresponding
to SEK 247 per sq.m. (255). The lower costs per square metre
are mainly due to favourable weather conditions. Distribution
ameng costs and types of properties are shown in the following
table.

PROPERTY COSTS

Office/ Warehouse/

SEK/sq.m. Retail Industrial  Residential Total
Operating expenses 174 96 229 136
Maintenance etc. 47 24 52 36

Ground rent 8 5 [+] 6

Real estate tax 44 10 3¢ 28
Direct property <osts 273 135 311 206
Leasing and property

management (indirect) - - - 41
Total 273 135 in 247
Previous year 280 139 324 255
Compared with

pravious year -2.5% -2.9% —4.0% -26%

Central administrative expenses

Central administralive expenses were SEKm 68 (69). This
includes costs for a profit and share price related incentive
programme for senior management of SEKm 12 (i3).

Net financial items

Net financial items were SEKm -382 (—418). The average
interest rate level during the period was 4.3% (4.9%). The
lower interest rate level is an effect of lower market interest
rates, that interst rate derivatives with an interest rate higher
than the market interest rate have been closed and an increased
share of short term fixed inlerest rates.

Castellum’s interest ratc maturity structure provides low
exposure to changes in the market interest rate. Assuming
an unchanged volume of loans and a retained average fixed
interest term, an immediate change in the market interest
rate of one percentage unit would eflect net financial items
by SEKm 46 during the following year, equivalent to 6% of
income from property management,

Change in value

During the vear 25 properties (28) were sold for a total of
SEKm 468 (494), which exceeded fair value by SEKm 71 (89}
and the book value according to earlier accounting principles
by SEKm 216 (190). The majority of the sales are residential
properties being sold to tenant owners™ assoctations.

Based on annual husiness plans an intermal valuation of
all properties using a 10 year cash flow-based model with
an individual assessment for each propenty of both its future
earmings capacity and the required yvield is carried out at the
vear-end. The required vield. afler deducting an assumed

CasSTELLUM
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growth equal 1o the inflation, ltes in the inlerval 5.8-8.3%
for office/retail, 7.2-10.4% for warchouse/industrial and 4.7-
5.5% for residential properties. Projects under way have been
valued according to the same principles. but with dedution of
remaining investments. Building permissions and land have
been valued at an estimated market value per square inetre.

In order to reflect the increase in prices secn on the real
estate marketl assumptions of reduced market vields by 0.4
percentage units since the year end, of which 0.2 pereentage
units relates to the fourth quarter. have been made in the
internial valuation. The valuation shows a fatr value of SEKm
21,270, giving an unrealized change in value of SEKm 861.
equivalent to approx. 4%.

In order to ensure the valuation, over 104 properties.
representing 53% intermsofvalue, have beenvalued exiernally
by Svefa AB. The properties were selecied on the basis of
the largest properties in terms of value, but also 10 reflect the
composition of the reat estate portfolio in terms of type and
geographical location of the properties, Svefa’s valuation of
the selected properties amounted to SEKm 11.532. within an
uncertainty range of +/~ 5-10% on property level. depending
on the property’s type and location. Castellum’s valuatien of
the same properties amounted 10 SEKm 11,379,

Castellum’s average interest rate for funding was 3.5% at
the end of the year. The average market interest rate for a
new credit portfolio with the equivalent interest rate maturity
structure is 3.1%. The difference is in pant due to lower
market interest rates since deal date. part due to the time
factor (an originally S-vear fixed interest term with 2 years
left to maturity is compared with a 2-year fixed interest term).
Since the market interest rate is lower there is a sub value in
the interest rate portfolio. which at the end of the year, was
SEKm 233 (391). During the year interest rate derivatives to
a value of SEKm —198 have been closed. giving a reahized
change in value of SEKm 14, Together with an vrreahzed
change in value of SEKm ~54 the total change in value was
SEKm -40.

Tax

Due to the opportunity 1o make depreciations for tax purposes,
deductions of investments deductible for tax purposes and {o
use tax loss carry forwards, there are in principle oo paid fax
costs. There is, however, a deterred tax cost of SEKm 417,
referring 10 28% of utilized tax loss carry forwards. the deferred
taxation from depreciation for tax purposes and investments
deductible for tax purposes. and changes in value.

When calculating the current tax consideration has heen
taken 1o assessed earlier claimed deductions for invesiments
deductible for tax purposes, write-downs on shares in
subsidiares and the subvalue on interest rate derivatives.

NDO REPORT 2005 5



Investments deductable for tax purposes. write-downs
on shares in subsidiaries and decreases in value on interest
rate derivatives lead 1o lower current tax and corresponding
higher deferred tax. Write-downs on shares gives a lower
current tax without a corresponding higher deferred tax. As
shown in the table below the remaining tax loss carry forward
are calculated to SEKm 381, The properties fair value exceed
their 1ax assessment value by SEKm 8.172.

TAX CALCULATION

Basis Basis

SEKm current tax deferred tax
income before tax 1732 -
Deductions for tax purposes

depreciation -373 373

investments -154 154
Difference fiscal and book value

an properties sold 173 -173
Non taxable changes in value on

properties - 861 261
Other tax allowances 5 -5
Taxable income from operations 502 1210
Tax loss carry forwards, opening

balance - 52 52
Deductions for tax purposes

investments, previous assessments - 306 306

nterest derivatives, previous

assessments - 391 3N

write-downs on shares ~330 117

other -1 ]
Tax loss carry forwards, closing

balance 581 - 581
Taxable income 3 1489
Of which 28% current/deferred tax -1 -417

1 CASTELLUM YEa®B.-
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Accounting Principles

Beginning 2005, Castellum follows the by the EU adopted
IFRS standards and the interpretations of them (IFRIC). The
new accounting principles have significant effects in we
areas — Investment Properties and Financial Instruments,

The investment properties are recorded at fuir value in the
balance sheet with unreadized changes in value in the income
statement. This results in that depreciation and write-downs on
properties disappear and that the term income from property
sales changes 1o be the difference between the sales price and
the latest valuation, i.c. a realized change in value.

Castellum manage interest rate risk on portfolio level and
uses interest rate derivatives in order to achieve the desired
interest rate maturity structure, An interest rate derivative ts
a financial instrument which is recorded at fair value in the
halance sheet and. in the way Castellum manages interest rate
risks, with changes in value in the income slatement.

The effect of the new accounting principles on comparative
figures are shown in the following tables.

INCOME STATEMENT - PREVIOUS / NEW PRINCIPLES

2004 2004
SEXm Oct-Dec Jan-Dec
Net income, previgus accounting
principles 110 586
Depreciation properties 36 134
Income from property sales -6 -190
Properties realized change in value -2 89
Properties unrealized change in value 354 £71
Crivatives unrealized change in value - B6 - 146
Deferred tax 28% on above - 83 -128
Net income, new principles (IFRS) 323 916

SHAREHOLDERS® EQUITY - PREVIOUS 7 NEW PRINCIPLES |

2004 2003
SEKm 31 Dec 31 Dec
Shareholders’ equity, pravious 4927 4689
accounting principles
Properties - fair value 4708 4104
Derivatives - fair value -39 - 245
Deferred tax 28% on above -1209 -1081
Shareholders' equity,
new principles (IFRS) § 035 7 467
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Organisation

Castellum’s strategy is to manage its properties in a
decentralised and small-scale organisation with wholly owned
local subsidiarics, with the aim of achieving proximity to and
knowledge of the local real estate and rental markets. In order
to sirengthen the local identity, the companies operate under
their own names.

The subsidiaries’ organisation
Each subsidiary has between 22-35 emplovees. A flat and
customer oriented organisation, including the levels CEO,
property manager and local facility manager. gives a short
decision making process creating the preconditions for
good customer service and efficient handling of business
opportunitics in the local markets.

The facilities managers have the most contact with the
tenants, and are the natural representatives of the landlord.

Purchasing external services

In cases where external services are purchased, high demands
are made on companies used in terms of quality, customer
contact, service and environmental awareness.

The company possesses decentralised purchasing expentise
for negotiations when implementing projects involving new
construction, extension or refurbishment work. The Group
does not have its own organisation for undertaking coniracts.

Measuring and comparing

The subsidiaries are actively managed by means of the parent
company measuring and comparing management efficiency
and assel growth in the real estate portfolio. The companies
can benefit from cach other’s experiences and methods.
and specialist expertise can be made available to the whole
organisation.

Castellum AB

The parent company takes part in decisions on major
investments, acquisitions and sales of assets through
involvement in the Board of each subsidiary. The parent
company is also responsible for financing, the consolidated
accounts, the provision of information, overall [TT/S
strategies and personnel matters. The parenl company has 13
employecs.

— Eurarcads

CASTELLUM
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Central and northern Southern Gothenburg, Malmé, tund and
Gothenturg Mindal and Bords Helsingborg

FASTIGHETIR A}

BROSTADEN ~ RIASPHOLMEN

Stackholmn's Orebro, Uppsala
inner suburts and Vidsterds

\La Coralien

L i aeT

Varnamo, lonkdping
and Vixd
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Real Estate Portfolio

Castellum’s rcal estate portfolio at the end of the vear totalled
494 properties (492) with 2 total rental value of SEKm
2,220 (2,130) and a fair value of SEKm 21,270 (19.449),
The properties’ total lettable area were 2,651,000 sq.m,
(2,505.000). List of properties — see www.castellum.se.

The real estate portfolio consists entirely of Swedish
properties, and is geographically concentrated in Greater
Gothenburg, the COresund Region, Greater Stockholm,
Milardalen and Western Smaland. The main focus of the
portfolio is in the three major urban regions.

The commercial porifolio consists of office and rerail
properties as well as warchouse and industrial propertics,
mainly concentrated in well-situated workingareas with good
communications and scrvices. Castellum’s cight remaining
residential properties are located in central and attractive sites
in Gothenburg and Helsingborg,

Investments and sales
During the year the following changes in the real estate
portfolio have occurred.

CHANGES IN THE REAL ESTATE PORTFOLIO

Fair value, SEKm  Number

Real estate portfolio on 1 January, 2005 16 449 4937
+ Acquisitions 760 27
+ Investments in existing properties 597 -
- Sales - 397 _75
+ Unrealized change in value 861 -~

Real estate portfolio on 31 December, 2005 21270 494

During the year investments totalling SEKm 1,357 (1,268)
were made, of which SEKm 760 (848) were acquisitions and
SEKm 597 (420) investments in existing properties. Of the
total investments, SEKm 342 related to Greater Gothenburg.
SEKm 290 to Milardalen, SEKm 282 to the Oresund Region,
SEKm 195 10 Greater Stockholm and SEKm 48 to Western
Sméland.

Isclaied quarter, $EKm (bars) Rofling annual value, SEXm (i-e)
200 . 2000
Wl Invesiments in

700 existing properties 1750
600, I Acquistions 1500
500 . - 1250
a0 . HN.-N.-- o —l. . . YR c00
300 B i 0
200 . . . i: B . : 00
=R A Mol Ehed S0 20
0 __ I _ E - _ .0
2000 2002 2003 2004 2005
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CASTELLUM'S REAL ESTATE PORTFOLIO 31-12-2005 -

Area Rental Rental Economic  Rental Property Property Netopera-
No.of thous. Fairvalve Fairvalue  value value ogcupancy  income costs  casis SEK/ ing mcome
properties sg.m. SEKm SEKkg.m.  SEEm SEK/sq.m, rate SEKm SEKm sq.m. SEXm
Officefratall
Greater Gothenburg 69 356 4049 71363 396 117 89.4% 354 96 269 258
Gresund Region 44 287 4019 13983 343 17192 8%94% 306 78 272 228
Greater Stockholm 37 248 2489 10048 295 1191  B2.5% 243 78 37 165
Malardalen a7 218 1586 7 296 192 882 87.9% 169 52 238 17
Wastern Sméland 35 186 1446 7 7566 162 871 329% 151 50 266 101
Total office/retail 232 1295 13589 10493 1388 1071 B88.2% 1223 354 273 869
Warehouse/industrial
Greater Gothenburg 82 468 2625 5606 294 629 92.2% 271 5% 127 212
Oresund Region 39 275 1523 5552 169 617 843% 142 36 133 106
Greater Stockholm 31 194 1083 5647 146 754  84.2% 123 38 197 85
Malardalen 36 148 623 4 203 88 596 86.7% 77 22 145 55
Western Smaland 31 163 565 3458 74 451 83.8% 62 13 78 49
Total warehouse/industrial 219 1248 6 429 5153 TN 618 87.5% 675 168 135 507
Residential
Gothenburg 6 8 105 12388 8 985 99.8% 8 3 366 5
Helsingborg 2 i7 240 14520 18 1058 99.4% 18 5 283 13
Total residential 8 25 345 13796 26 1033 995% 26 8 31 18
Total 459 2568 20363 7930 21385 851 8B1% 1924 530 206 1394
Leasing and property administration 106 41 - 106
Total after leasing and property administration 635 247 1288
Development projects 8 83 535 - 35 - - " 20 12 - 8
Undeveloped land 27 - 372 - - - - - - - -
Total 494 2651 211270 - 2220 - - 1944 648 - 1296

The tahle ahove relates to the properties owned by Castellum at the end of the year and reflects the income and cots of the properties as if they had
been owned during the whole year. The discrepency between the net operating income of SEKm 1,296 accounted for above and the ner operating
income of SEKm 1,270 in the income statement is explained by the deduction of the net operating incorna of SEKm 11 on properties sold during the
year, as well as the adjustment of the net operating income of SEKm 37 on properties acquiredi/completed during the year, which are recalculated as if

they had been owned or completed during the whole year,

RENTAL VALUE BY PROPERTY TYPE, EXCL. PROJECTS RENTAL VALUE BY REGION, EXCL. PROJECTS '

Warehouse/
Industrial

Qffice/Retail 54%

Residential 1%

_Greater Gothenbyrg 37% Greater Stockholm 20%_

Oresund Region 24% N,

% Malardaten 13%

Western Sméaland 11

PROPERTY RELATED KEY RATIOS SEGMENT iNFORMATION

2005 2004

Jan-Sept Jan-Dec

Rental value, SEK/sq.m. 83 859
Economic occupancy rate 88.1% 89.6%
Property costs, SEK/sq.m. 247 255
Net operating income, SEK/sq.m. 502 514
Fair valise, SEK/sq.m, 7930 7706
Number of proparties 494 492
Lettable area, thousand sq.m. 2651 2 505

CASTELLUM YEAR-
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Net eperating incame incl.

Rental income  pepperties thange in value
2005 2004 2005 20C4
Jan-Dec  Jan-Dec Jan-Dec Jan-Des_
Greater Gothenburg 612 592 781 722
Gresund Region 478 472 634 668
Greater Stockholm 359 363 374 176
Malardalen 239 217 234 144
Western Sméland 219 212 179 178
Total 1907 1856 2202 1888
HND AREPORT 2005




CASTELLUM

Financing

ANANCNG 31-12-2005

Deferred tax labilties
. SEKm 2 126 (10%)}

Derivatives

Shareholders’ equity
SEKmB9AD(42%)

_ SEKm 233 1%}

MNon interest-bearing
liabilities
SEKm 683 (3%)

interest bearing Liabilities
SEKm 9 396 (44%)

Shareholders’ equity
Sharcholders' equity was SEKm 8,940 (8,035}, representing
an equity/assels ratio of 42% (41%). The proposed dividend
will reduce shareholders's equity by SEKm 430,

In order to regulate the company’s capital structure the
company can repurchase 2.3 million own shares in addition
1o the 2 million shares which were repurchased earlier.

Interest-bearing liabilities

As of 31 December 2005 Castellum had long term binding
eredit agreements totalling SEKm 10,956 (10.958). short
term binding credit agreements totalling SEKm 422 (73D)
and a commercial paper programme of SEKm 3.000) (3.000).
Outstanding commercial papers of SEKm 2,369 are fully
covered by unutilized tong term credit agreements. After
deduction of liquid assets of SEKm 5 (7}, net interest-bearing
items were SEKm 9391 (8.827). The average duration of
Castellum's long ferm credit agreements as of 31 Pecember
was 6.1 years.

The average cffective interest rate as of 31 December. 2005
was 3.5% (4.8%), which is 0.8 percentage units lower than the
average interst rate level during the year. This lower interest
rate is an effect of falling market interest rates, the closing of
interest rate swaps, and of an increased share of short term
fixed interest rates. The average fixed interest term on the
same date was 2.7 vears (2.4) and has been achieved through
the extension of loans with short term fixed interest terms by
interest swap agreemens, The share of loans with interest
rate maturity during the next 12 months was 57% (36%).
According 1o the Financial Policy, the average fixed interest
term will be 1.5-3 years and the share of interest rate maturiiy
during the next 12 months will be no more than 60%.

INTEREST RATE AND LOAN MATURITY STRUCTURE 31-12-2605

Interest rate maturity structure  Loan maturity struciure

Interest rate Credit

maturity Average agreements  Utlized

SEKm interest rate SEKm SELm

0-1 year 5 385 2.3% 2791 2485
1-2 years 456 7.0% 6 6
2-3 years 350 4.7% 700 250
3-4 years 450 5.5% 100G 350
4.5 years 150 5.2% 750 250
5-10 years 2 600 4.6% 8500 6050
Total 9 391 3.5% 13747 9391

YEAR-
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Net Asset Value

When assets and liabilities are valued a1 fair value the net
assel value can be calculated using shareholders’ equity in
the balance sheet. However, consideration should be taken to
the value range of +/~ 5% used in property valuations which
shall reflect the uncertainty that exisis in the assumptions and
calculations made. Further, the effective tax can be expected
to be lower than the reporied 28% nominal tax rate, in part
due to the possibility to sell properties in a tax efficient way,
and in part due 1o the time factor for which the 1ax should be
discounted.

In all this gives. with the assumption of a value range
of +/- 5% on property tevel and with the assumption of a
calculated effective tax rate of 10%, a nct asset value in the
range below.

SEKm

Net asset value according to the balance sheet 8940
Reversed 28% deferred tax 2126
Uncertainty range -/+ 5% on properties -+ 1064
Pre tax net asset value 10002-12130
SEK/share 244 - 296
Calculated deferred tax 10% —653 - -B66
Net asset value after 10% tax 9349-11264
SEK/share 228- 275

The Parent Company

Net incomne after tax for the parent company, which has only
group-wide functions. amounted to SEKm 444 (133), of which
SEKm 481 (205) was group contributions and anticipated
dividend from subsidizries and SEKm —40 (—146) was change
in value of the derivative porifolio. Turnover, which consists
mainly of intra-group services, was SEKm 9 (9).

Besides liquid assets of SEKm 0 (D), the assets of the parent
company consist mainly of the financing of the subsidiaries’
property holdings. Shares in subsidiaries amounted 1o SEKm
3,727 (3,727) and interest-bearing internal financing of the
subsidiaries was SEKm 9,925 (9,699). Financing has chiefly
been provided through shareholders” equity of SEKm 4,026
(3.769), of which SEKm 3.920 (3,663) is non-restricted equity.
and external long-term liabilitics of SEKm 9,387 (8.825).

CAasSTELLUM
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Proposed dividend and share split

The Board intends to propose the Annual General Meeting a
dividend of SEK 10.50 per share, which is an increase of 11%

compared to the previous vear. The dividend ratio is 73% of

income from property mangement after deduction ot 28% tax.
As record day {or dividend March 28, 2006 is proposed.

The Board also propasesa4; 1 share split. by which every old
share is replaced by four new shares as the number of shares in
Castellum increases from 43,001,677 1o 172,006.708. Record
day for the share split is planned to be April 27, 2006.

The Board will also propose the Annuat General Mecting to
decide on a renewed mandate for repurchase of the company's
own shares and due to a new Companies Act and the share
split, 2 new Articles of Association.

Nomination Committee proposal

‘The Nomination Committee has decided to propose re-¢lection
of Jan Kvarnstrém, Marianne Dicander Alexandersson, Ulla-
Britt Frejdin-Hellgvist, Mats [sraelsson, Stig-Ame larsson
and Goran Lindén and new-election of Christer Jacobsson
to the Board of Directors. Jan Kvarnstrém is proposed as
Chairman of the Board of Directors.

Remuneration to the Board of Directors is proposed to SEK
1.600.000. of which SEK 400.000 to the Chairman and SEK
200.000 to each one of the other Directors.

Gothenburg January 26, 2006

Hakan Hellstrém
Chiel Executive Officer

his Year-end Repoart hus not been examined by the company s
aﬁdirors./
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2005 2004 2005 2004
SEKm Oct-Dec Oct-Dec Jan-Dec Jan-Dec
Rental income 485 475 1907 i 856
Operating expenses -99 . -g95 -353 - 342
Maintenance - 24 -28 -93 -97
Ground rem -4 -4 - 16 -16
Real estate tax -16 -16 - 69 -74
Leasing and property administration -29 -25 - 106 - 99
Net operating income 313 307 1270 1228
Central administrative expenses -20 - 22 -68 - 63
Net financial items - B3 -103 - 382 - 418
Income from property management 210 182 820 741
Changes in value .
Praperties, realized 0 -2 Il 89
Properties, unrealized 389 354 861 571
Derivatives, realized 5 - 14 -
Derivatives, unrealized 80 - B6 - 54 - 146
Income before tax 684 448 1712 1255
Current tax -4 18 -1 -5
Deferred tax -129 - 143 - 417 - 334
Net income for the period/year 551 323 1294 916

DATA PER SHARE (since there is no potential common stock, there is no effect of dilution)

2005 2008 2005 2004
Oct-Dec Qct-Dex tan-Dec Jan-Dec
Average number of shares, thousand 41 000 41 000 41 000 41 000
Earnings after tax, 5EK 13.44 7.88 31.56 22.:4
Income from property management, SEX 5.12 4.44 20.00 18.07
Outstanding number of shares, thousand 41 000 41 000 47 000 41 000
Fair vafue of properties, SEK 519 a74 519 474
Shareholders’ equity, SEK 218 196 218 196
FINANOAL KEY RATIOS 3
2005 2004 2005 2004
Oct-Dec Oct-Dec Jan-Dec Jan-Dec
Net cperating income margin 65% 65% 67% 66%
Interast coverage ratio 353% 277% 315% 277%
Return on equity 11.6% 5.1% 15.2% 11.8%
Return on iotal capital 7.4% 7.7% 10.4% 9.6%
Investments, SEKm 446 182 1357 1268
Sales, SEKm 0 44 468 454
Equity/assets ratio 42% 41% 42% 41%
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BALANCE SHEET , ‘
2005 2004
SEKm 31 Dac 31 Dec
Assets
Investments properties 21270 12 449
Other fixed assets 14 9
Current receivables 29 BS
Cash and bank 5 7
Total assets 21378 19 550
Shareholders’ equity and liabilities
Shareholders’ equity 8940 8035
Deferred tax liability 2126 1659
Longterm interest-bearing liabilities 9396 8834
Derivatives 233 3N
Non-interest-bearing liabilities 683 631
Total shareholders’ equity and liabilities 21378 19 550
CHANGES IN EQUITY . )
Number of outstanding Share Restricted  Nen-restricted Total
SEKm shares, thousand capital reserves equity equity
Sharehotders’ equity 31-12-2003 41 000 86 20 4583 4 689
Change of accounting principles - IFRS - - - 2778 2778
Dividend (SEK. 8.5C per share) - - ~ -348 - 348
Net income for the year ~ - - 516 916
Sharehelders’ equity 31-12-2004 41000 86 20 7929 8035
Dividend (SEK 9,50 per share) - - - -389 - 1389
Net income for the year - - - 1294 1294
Shareholders’ equity 31-12-2005 41000 B6 20 B 834 8 940
t
CASH FLOW STAYEMENT :
2005 2004
SEKm Jan-Dec Jan-Dec
Met operating income 1270 1228
Centrat administrative expenses - 68 -69
Reversed depreciations 5 4
Net financial items paid - 446 - 403
Tax paid on income from property management -1 -
Cash flow from operating activity
before change in working capital 760 760
Change in current receivables -32 20
Change in current liabilities 42 14
Cash flow from operating activities 770 854
Investments in existing properties -597 -420
Property aquisitions -710 - BN
Change in liabilities at acquisitions of property 74 -14
Property sales 458 488
Change i receivables at sales of property 30 -8
QOther net investment -12 -3
Cash flow from investment activities - 747 - 768
Change in longterm fiahilities 562 236
Closing derivatives -198 -
Dividend paid - 389 - 348
Cash flow from financing activities - 25 -112
Cash fiow for the year -2 - 26
Cash and bank, opening balance 7 33
Cash and bank, closing balance 5 7
CASTELLUM YEAR-END REPOQRT 2005 13



The Castellum Share

The Castellum share s listed on Stockholmshérsen’s
(Stockholm Exchange) O-list, Attract 40, At the end of the
year the company had about 7,900 sharcholders. Shareholders
registered abroad cannot be broken down in terms of directly
held and nominee registered shares. The ten single largest
Swedish shareholders can be seen in the table below.

SHAREHOLDERS ON 31-12-2005

Percentage of
Number of shares voting rights
Shareholder thousand and capital
Szombatfatwy, Laszlo 2500 6.1%
AFA Sjukférsikrings AB 1781 4.4%
Fjarde AP-fonden 1030 2.5%
AMF, Pensionsfarsikrings AB 708 1.7%
S0, Forsékringsféreningen 698 1.7%
Reburs Aktiefond Realirvest 662 1.6%
Tredje AP-fonden 651 1.6%
AFA TFA Frs3krings AB 541 1.3%
Societe Generale Dep Des Services 504 1.2%
Svenskt Nanngsliv 340 0.8%
Qther shareholders registered in Sweden 12 560 30.7%
Sharehclders registered abroad 19 025 46.4%
Total outstanding shares 41 000 100.0%
Repurchased shares 2002
Total registered shares 43002

There is no potential common stock (eg. convertibles),

DISTRIBUTION OF SHAREHOLDERS BY COUNTRY 31-12—2“9;5

USA 16%
Qreat Britain 8%
xembourg 6

£ The Methedands &%
Other 12%

Fungs, wseance comp et 1%
Frvate peors, prvate comg 4%

AP funds 5%
TIUSIS, ASSOCRtONS ¢1L. %

The Castellum share price as at 31 December, 2005 was SEK
286 equivalent to a market capitalization of SEK 11.7 billion.
calculated on the number of cutstanding sharcs.

During 2005 the turnover was 23.3 million shares.
equivalent to an average of 92,000 per day, corresponding on
an annual basis to a turnover rate of 37%.

During the last 12-month period the total yield of the

Castellum share has been 24.2%. including dividend of

SEK 9.50, Since [PO on 23 May, 1997 the total vield of the
Castellum share compared with the issue price of SEK 51 has
been on average 24.5% per year.

TOTAL YIELD (INCLUDING DIVIDEND}) r

On average per
year May 1997-

2005 Dec 2005
The Castellum share +24.2% +24.5%
Stockholm Stock Exchange (S1X) +36.3% +9.2%
Real Estate Index Sweden (EPRA) +40.2% +19.6%
Real Estate Index Europe (EPRA)  +25.8% +14,3%

THE CASTELLUM SHARE'S PRICE TREND AND TURNOVER SINCE IPO 23 MAY, 1997 UNTIL 20 JANUARY, 2006

Turnower, milson shares per month

Share pr.ce, SEK
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MULTI YEAR SUMMARY .

2005 2004 2003 2002 2001 206Ky 1699 1998 1957

income Statement, SEXm
Rental income 1907 1 856 1758 1684 1571 1435 3 256 1200 1131
Property costs -637 -528 -595 -560 -549 -518 -459 -518 -534
Net operating income 1270 1228 1163 1124 1022 917 757 682 597
Central administrative expenses -68 -69 -67 ~63 -67 -62 -56 -58 -53
Net financial items -382 =418 -428 -442 -414 ~360 =271 =271 ~234
Income from property management 820 141 668 619 541 495 430 353 310
Changes in value
Properties, realized 71 89 51 92 22 il 106+ 89+ 64~
Properties, unrealized 861 571 ~104 159 664 597 - -+ -
Derivatives, realized 14 - - - - - ~* -+ -*
Derivatives, unrealized -54 -146 -13 -168 42 -114 - - -
Depreciation, items affecting

comparability exc - - - - - -12 -84 -78* -83+
Current tax -1 -5 -1 -2 - -1 - -1 -
Deterred tax ~417 -334 171 —44 -338 =276 -127*~ -101" -8i*
Net income for the year 1294 916 440 656 931 760 328* 262* 210*
Balance Sheet, SEKm
Investments properties 21270 19449 18035 17348 16551 14759 13337 BE95* 8586
Other fixed assets 103 94 167 172 394 118 184 767 710
Cash and bank 5 7 33 20 20 11 96 100 116
Total assets 21378 19550 18215 17540 16965 14888 13617 9562 9412
Shareholders’ equity 8940 8035 7 4587 7334 6946 6240 6604 4263* 4182
Interest-bearing liabilities 9 396 8834 8598 8264 8254 7 245 5670 4 765 4735
Deferred tax liahility 2126 1659 1294 1124 1081 743 468 -t -
Derivatives 233 3N 245 232 %} 106 - - -*
Non-interest-bearing liabilities 683 631 611 586 620 554 875 534 435
Total shareholders' equity

and liabilities 21378 19550 18215 17540 16965 14888 13617 9562 9412
Financial key ratios
tncome from property management, SEKm B20 741 668 619 541 495 430 353 310
Net operating income margin 67% 66% 66% 67% 65% bA% 60% 57% 53%
Average interest rate 4.3% 4.9% 5.4% 5.7% 5.8% 5.9% 5.8% 6.3% 6.2%
Interes: coverage ratio 315% 277% 256% 240% 231% 238% 255% 230% 232%
Return on equity 15.2% 11.8% 5.9% 9.2% 14.1% 11.8% 76%"* 6.2%"* 5.1%*
Return on total capital 10.4% 9.6% 5.9% 76% 103% 106% 7% 67% 57%"
Investments in properties, SEKm 1357 1 268 1108 1050 174 1352 1993 T2 8567
Sates, SEKm 468 494 397 503 635 598 425 571 339
Equity/assets ratio 42% 41% 41% 4% 41 % 42% 48% 45%* 44%*

Data per share (since there are no potential common stock, there is no effect of dilution)

Average number of shares, thousand 41000 41000 41000 41000 41000 46628 50000 50000 50000
Earnings after tax, SEK 3156 22.34 10.73 16.00 22.71 16.30 6.56* 5.24* 4.20*
Income from property management, SEK 20.00 18.07 16.29 15.10 13.20 10.62 8.60 7.06 620
Number of outstanding shares, thousand 41000 41000 41000 41000 41000 41000 50000 50000 50000
Dividend, SEK {2005 proposed) 10.50 9.50 8.50 7.50 6.50 5.50 450 3.50 2.75
Diwvidend ratio 73% 73% 72% 69% 68% 72% 3% 69% 62%
Fair value of properties, SEK 519 474 439 423 404 360 267 174+ 172+
Sharehelders’ equity, SEK 218 196 182 179 169 152 132 85+ B4

* Since valuations for 1997-1998 have not previously been disclosed. no adjusiments have been made for new the accounting ponciples.
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CALENDAR .

The Annual Report for 2005 will be kept on view in Castellum’s head office and on For further information please
Castellum’s website from around February 7th, 2006. The printed Annual Report cantact Hakan Hellstréim, CEQ
will be distributed by post to the shareholders in the end of February 2006. telephone +46 31-60 74 00 or

visit Castellum's website.

The English version of the Annual Report will be kept an view in Castelflum’s head
office and on Castellum’s website from the beginning of March 2006.

Annual General Meeting 23 March, 2006 at 5pm
(The Stenhammar Room, the Gothenburg Concert Hall, Gotaplatsen
in Gothenburg. Entrance will be open from 4pm.)

Interim Report January-March 2006 19 April, 2006
Half-year Report January-June 2006 18 July, 2006
Interim Repert January-September 2006 18 October, 2006
Year-end Report 2006 24 January, 2007
Annual General Meeting 22 March, 2007

www.castellum.se
On Castellum’s website it is possible to download as well as subscribe to Castellum’s Pressreleases and Interim Reports.

All photos in this Year-end Report show the properties Snédroppen 8 and Cedern 9 in Boras, which were acquired in
December 2005.

SUBSIDIARIES '

Aspholmen Fastigheter AB Fastighets AB Corallen

Elementviigen 14, SE-702 27 Orebro Lasarettsgatan 3, Box 148, SE-331 21 Varnamo
Telephone +46 19-27 65 00 Fax +46 19-27 42 50 Telephone +46 370-69 49 00 Fax +46 370-475 90
orebro@aspholmenfastigheter.se info@corallen.se

www.aspholmenfastigheter.se www.corallen.se

Fastighets AB Briggen Eklandia Fastighets AB

Fredriksbergsgatan 1, Box 3158, SE-200 22 Malmé Ringdgatan 12, Box 8725, SE-402 75 Gathenburg
Telephone +46 40-38 37 20 Fax +46 40-38 37 37 Telephone +46 31-744 09 00 Fax +46 31-744 09 50
tastighets.ab@briggen.se info@ektandia.se

www.briggen.se www.eklandia.se

Fastighets AB Brostaden Harry Sjoégren AB

Bolidenvagen 14, Box 5013, SE-121 05 Johanneshov Kraketorpsgatan 20, SE-431 53 Maindal

Telephone +46 8-602 33 00 Fax +46 8-602 33 30 Telephaone +46 31-706 65 00 Fax +46 31-706 65 29
info@brostaden se info@harrysjogren.se

www.brostaden.se www.harrysjogren.se

in the event of conflict in interpretation or differences between this report and the Swedish version, the latter will have priority.

CASTELLUM

Castellum AB (publ) » Box 2269, SE-403 14 Gothenburg, Sweden  Visiting address Kaserntorget 5
Telephone +46 31-60 74 00 » Fax +46 31-13 17 55 « E-mail info@castellum.se * www.castellum.se
Org nr 556475-5550




CASTELLUM

AECTIVED
PRESS RELEASE 2/2005 MR A GGy
Gothenburg, January 27, 2005 BTSRRI I S USSR
cenPOTATE fovy g

Castellum proposes an increased dividend of SEK 9.50
¢ Rental income for 2004 amounted to SEKm 1,856 (1,758).

¢ Net income after tax for the year amounted to SEKm 586 (526) equivalent to SEK 14.29
(12.83) per share,

¢ Income from property management per share improved by 12% to SEKm 609 (545)
equivalent to SEK 14.85 (13.29) per share.

¢ The Board proposes an increased dividend of SEK 9.50 (8.50) per share.

Net income from property management during the year, i.e. net income excluding capital gains from
property sales, write downs and tax, amounted to SEKm 609 (545), equivalent to SEK 14.85 (13.29) per
share. The improvement of 12% has been achieved mainly through lower interest rate levels. Cash flow
from property management totalled SEKm 7435 (672), equivalent to SEK 18.17 (16.39) per share — an
improvement of 11% compared with previous year.

During 2004, 28 (24) properties were sold for a total of SEKm 494 (397), with a capital gain of SEKm 190
(180). Castellum’s net income after tax for the year was SEKm 586 (526), equivalent to SEK 14.29 (12.83)
per share.

Acquisitions and investments during 2004 amounted to SEKm 1,268 compared with SEKm 1,108 during
2003.

The property valuation at the year-end indicates an increase in Castellum's portfolio of approx. 3%. Net
asset value before tax may be calculated to SEKm 10,085, equivalent to SEX 246 per share, while the net
asset value after a 28% tax deduction may be calculated to SEKm §,317, equivalent to SEK 203 per share.

“I’'m very pleased with the net income for the year 2004 and thar all our overall objectives were achieved”
comments Castellum’s CEO, Lars-Erik Jansson. “I estimate that the demand for premises in our
submarkets has reached the bottom. Rental levels have been relatively stable, yet there is a continued high
pace of change in the business environment, resulting in terminations which implied a negative net leasing
for the year™, adds Lars-Erik Jansson

At today’s meeting, the Board of Directors decided to propose to the Annual General Meeting a dividend
of SEK 9.50 per share and Wednesday, March 30, 2005 as record day for dividend. The Board also decided
to propose that the AGM would re-authorize the Board to decide on purchase and transfer of own shares.

The Board of Castellum AB has decided that the current incentive programme for the management and
other senior executives shall be extended on essentially unchanged conditions. The programme, which
includes nine people in all lasts for three years and consists of one part based on the development of the
share price as well as one part based on the earnings trend of the company. Any bonus payable will be paid
out as salary and at least half of the net pay shall be used for purchase of Castellum shares.

Enclosure: Year-end Report 2004

Castellum is one of the major listed real estate companies in Sweden. The book value of the real estate portfolio amounts to
approx. SEK 15 billion, and comprises mainly commercial properties. The real estate portfolio is owned and managed by six
wholly owned subsidiaries with strong local roots in five growth regions: Greater Gothenburg, the Oresund Region, Greater
Stockholm, Western Smdland and Miilardalen. The Casielium share is listed on Stockholmsbérsen’s O-list.

For further information, please contact
Lars-Erik Jansson, CEO, phone +46 31 60 74 00/ mobile +46 705-92 06 70
Hikan Hellstrdm, CFO/deputy CEQ, phone +46 31 60 74 00 / mobile +46 705-60 74 56
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Summons to the Annual General Meeting of Shareholdersin IR 21 A iy

CASTELLUM REERL

The shareholders of Castellum AB (publ) are hereby summoned to the annual general meeting
of shareholders to be held on Thursday 22 March 2007, at 5 pm in the Gothenburg Concert
Hall, Stenhammarsalen, Gétaplatsen, Goteborg. The entrance opens at 4 pm.

Notification etc

Shareholders wishing to attend the annual general meeting must be registered as shareholders
in the share register kept by the Swedish Companies Registration Office (VPC AB) by Friday,
16 March 2007 and must also have notified their attendance to the company no later than 4
pm on Friday, 16 March 2007.

Notification of attendance at the annual general meeting can be made by post to Castellum
AB (publ), Box 2269, 403 14, Géteborg, by phone +46 (0)31-60 74 00, by fax +46 (0)31 13
17 §5, by e-mail mfo@castellum se, or by filling out a notification form on
www.castellum.se. The notification must state name/business name, social security
number/company registration number, address and telephone number.

Shareholders who own shares through a nominee must temporarily register such nominee
shares in their own name in order to have the right to participate in the annual general
meeting. Such registration must have been carried out at the Swedish Companies Registration
Office (VPC AB) no later than Friday, 16 March 2007. Shareholders must, in good time
before this date, instruct their nominees to effect such registration.

The annual accounts, the audit report, the Board of Director’s statement regarding proposed
distribution of profit to the shareholders and the complete proposals and statements regarding
items 14, 15, 16 and 17 below, can be obtained from the company’s office at Kaserntorget 5,
Goteborg, and will be sent to shareholders upon request, provided the shareholder states a
postal address. The above mentioned documents can also be obtained on the company’s
website www.castellum.se. and will be presented at the annual general meeting. The

company’s annual report will be sent to the company’s shareholders around 20 February
2007.

Items

|. Election of Chairman of the meeting.

2. Preparation and approval of the voting list.

3. Approval of the agenda.

4. Election of one or two persons to verify the minutes.
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10.

12.

13.

14.

15.

16.

17.

Consideration of whether or not the meeting has been duly convened.

Presentation of the annual accounts and the audit report as well as the group accounts and
the group audit report. Presentation by the Chairman of the Board of Directors and the
Chief Executive Officer.

Resolution regarding the adoption of the profit and loss account ant the balance sheet as
well as the consolidated profit and loss account and the consolidated balance sheet.

Resolution regarding the allocation of the company’s profit in accordance with the
adopted balance sheet.

Resolution regarding discharge from liability towards the company in respect of the
members of the Board of Directors and the Managing Director.

The Election Committee’s report on its work.

. Resolution regarding the number of members of the Board of Directors and the number

of auditors and deputy auditors.

Resolution regarding remuneration to the members of the Board of Directors and to the
auditors.

Election of members of the Board of Directors and Chairman of the Board of Directors
and election of auditors and deputy auditor,

Resolution regarding the setting up of an election committee for the next annual general
meeting.

Resolution regarding guidelines for remuneration to members of the executive
management of the company.

Resolution regarding an incentive program for members of the executive management of
the company.

Resolution regarding authorization for the Board of the Directors to resolve to acquire
and transfer the company’s own shares.

Proposals for Resolution

ltem 1
The Election Committee proposes Mr. Claes Beyer to preside as Chairman of the meeting,

Item 8

The Board of Director’s proposes a distribution of SEK 2,85 per share and Tuesday, 27
March, 2007 as the record day for distribution, which means that the last trading day for
shares including distribution will be Thursday, 22 March 2007.
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Items 11, 12 and 13

An Election Committee has, in accordance with the resolution taken by the shareholders at the
annual general meeting of 2006, been established consisting of Mr. Lars Ohrstedt representing
AFA Forsikring, Mr. Laszlé Szombatfalvy, Ms Asa Nisell representing Swedbank Robur and
Mr. Jan Kvarnstrdm, Chairman of the Board of Directors. The Chairman of the Election
Committee is Mr. Lars Ohrstedt.

The Election Committee has made the following proposals.

(a)
)

(©)

(d)
(e)
(f)

The Board of Directors should consist of seven members.

The current level of remuneration to the members of the Board of Directors should
remain unaltered, SEK 1,600,000, out of which SEK 400,000 shouid be allocated to the
Chairman of the Board of Directors and SEK 200,000 to each of the remaining members
of the Board of Directors. The amounts include compensation for committee work.

Mr. Jan Kvarnstrom, Mrs. Marianne Dicander Alexandersson, Mrs. Ulla-Britt Frijdin-
Hellgvist, Mr. Christer Jacobson and Mr. Géran Lindén should be re-elected as
members of the Board of Directors. Mr. Per Berggren and Mr. Mats Wippling should be
elected new members of the Board of Directors. Mr, Jan Kvarnstrém should be re-
elected as Chairman of the Board of Directors. Mr. Mats Israeisson and Mr. Stig-Ame
Larsson have declined being re-elected as members of the Board of Directors.

Mr. Berggren was born in 1959 and he is currently the managing director of Jernhusen
AB. Mr. Berggren holds an economics- and technical degree from the University of
Stockholm and KTH and has previously been active as area manager in Fabege AB,
managing director of Drott Kontor AB and real estate manager of Skanska Fastigheter
Stockholm AB.

Mr. Wippling was born in 1956 and he is currently the managing director of SWECO
AB. Mr. Wippling holds a civil engineer degree at KTH and has previously been active
as deputy managing director of NCC AB, manager of NCC Property Development and
deputy managing director of and area manager in Skanska AB.

The company should have two auditors and one deputy auditor.

The remuneration to the auditors should be based on running account.

Mr. Ingemar Rindstig should be re-elected as auditor and Mr. Carl Lindgren should be
elected as new auditor. Mr. Conny Lysér should be re-elected as deputy auditor. The
election period should be four years for the elected auditors. Mr. Caj Nackstad, who has

been the company’s auditor since 1994, has declined being re-elected as auditor.

Mr. Lindgren was born in 1958 and has been working as an auditor for 25 years. Mr.
Lindgren works as auditor for several listed companies.
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Item 14

The Election Committee suggests that the shareholders resolve to appoint a new election
committee in preparation for the annual general meeting to be held in 2008, in accordance
with the previously applied model.

This model entails that the Chairman of the Board of Directors should be assigned to contact
the three largest registered shareholders at the end of the third quarter in 2007 and to invite
them to each appoint one member of the election committee. If such a shareholder should not
wish to appoint a member, the fourth largest registered shareholder should be consulted and
so on. The members appointed in accordance with the above, shall, together with the
Chairman of the Board of Directors, being responsible for the summoning procedure,
constitute the election committee. The election committee shall appoint a chairman amongst
its members. The names of the members of the election committee shall be published in the
company’s interim report for the first three quarters of the year.

The Election Committee shall serve as the election committee until a new election committee
commences its service.

ltem 15

The Board’s proposal regarding guidelines for remuneration to the members of the executive
management of the company includes the following main items. The level of remuneration
shall correspond to what is market rate. A fixed salary shall be paid for work performed in a
satisfactory manner. Pension terms shall correspond to what is market rate and shall be based
on pension schemes with fixed charges. Dismissal pay and severance pay shall not exceed 24
monthly salaries in total in respect of each member of the executive management of the
company. In addition to the fixed salary, flexible remunerations may be offered in accordance
with an incentive programme. The flexible remuneration, which cannot exceed the fixed
salary, shall be determined by to what extent previously set goals in respect of income from
property management and share price development, have been reached and how soft factors,
such as personnel skills and customer satisfaction, have been developed. The guidelines
encompass the managing director, deputy managing director, finance director and financial
director of Castellum AB and the managing directors of the subsidiaries of Castellum AB.
The Board of Directors shall, in particular circumstances, have the right to deviate from the
guidelines if there are special reason to do so.

ftem 16

The Board of Director’s proposal entails a renewal of the three-year incentive programme,
which has been applied by Castellum for a number of periods. The incentive programme is
made up of two parts, one part which is based on each year’s profit and one part which is
based on the total return on the Castellum-share over a three-year period. The annual profit-
based bonus is based on the income from property management in comparison to a set profit
goal and on an overall determination of the development of certain soft factors such as
personnel skills and customer satisfaction. The three-year share price-based bonus is based on
the total return on the Castellum-share in absolute amounts during the three-year period as
well as the total return on the Castellum-share in comparison to an index for real estate shares
duting the measuring period.

Those members of the executive management of the company that receive bonus shall, in

respect of an amount corresponding to at least half the received bonus after deduction of tax,
purchase shares in Castellum,

43)




The construction of the incentive programme means that bonus cannot under any
circumstances exceed one extra salary per year in respect of each member of the executive
management of the company for the relevant three-year period. This means that, based on the
current annual salaries, the cost for the annual-profit based part can amount to a maximum '
amount of SEK 8 million a year and for the three-year share price based part, a maximum
amount of SEK 23 million for the entire three-year period.

ftem 17

The Board of Director’s proposal entails that the Board of Directors shall be authorized to,
until the next annual general meeting of shareholders, acquire, on one or several occasions,
the company’s own shares provided that the company will at no time hold more than 10 % of
the total shares in the company and to transfer the number of own shares held at the time,
with deviation from the shareholders’ preferential rights. The aim of the proposal made by the
Board of Director’s is to allow the company to acquire its own shares in order to adapt the
capital structure of the company to its capital needs from time to time and to transfer shares in
connection with potential acquisitions. This aim does not allow the company to trade with its
own shares for the purpose making a profit. A resolution regarding authorization to acquire
and transfer own shares requires approval of at least two thirds of the given votes as well as
the shares represented at the annual general meeting.

Gothenburg in February 2007

CASTELLUM AB (publ)
The Board of Directors
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Along Smista Allé by Kungens Kurva, Castellum has through the subsidiary Fastighets AB Brostaden
built the new Porsche center in Stockholm which was opened at the year-end.

Year-end Report 2004



Year-end Report 2004

Castellum is one of the major listed real estate companies in Sweden. The book value of the real
estate portfolio amounts to approx. SEK 15 billion, and comprises mainly commercial properties.
The real estate portfolio is owned and managed by six wholly owned subsidiaries with strong
local roots in five growth regions: Greater Gothenburg (incl. Bords and Alingsas), the Oresund
Region (Malmd, Lund, Helsingborg), Greater Stockholm (Stockholms inner suburbs), Western
Sméland (Virnamo, Jonkdping, Vixjo) and Mdlardalen (Orebro, Viisterds, Uppsala).
The Castellum share is listed on Stockholmsbérsen’s O-list.

M Rental income for 2004 amounted to SEKm 1,856 (1,758).

B Net income after tax for the year amounted to SEKm 586 (526),
equivalent to SEK 14.29 (12.83) per share.

B Income from property management improved by 12% to SEKm 609 (545),
equivalent to SEK 14.85 (13.29) per share.

B The Board proposes an increased dividend to SEK 9.50 (8.50) per share.

DATA PER SHARE

SEK 2004 2003 o002 2001 2000 1999 1998 1997

Income property management 14.85 13.29 12.39 10.68 8.60 6.92 5.50 474
Change +12% +7% +16% +24% +24% +26% +16%

Cash flow from management 18.17 16.39 1517 13.32 10.72 8.70 7.14 6.30
Change +11% +5% +14% +24% +23% +22% +13%

Net income after tax 14.29 12.83 1.29 10.39 8.49 6.56 5.24 4.20
Change +11% -40% +705% +22% +29% +25% +25%

Dividend {for 2004 proposed) 9.50 8.50 750 6.50 5.50 4,50 3.50 2.75
Change +12% +13% +15% +18% +22% +29% +27%
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Business Concept

Castellums’s business concept is to develop and
add value to its real estate portfolio, focusing
on the best possible earnings and asset growth,
by offering customised commercial properties,
through a strong and clear presence in five
Swedish growth regions.

Overall Objectives

Castellum’s operations are focused on growth
in cash flow and earnings, which along with a
stable capital structure provide the preconditions
for good growth in the company, while at the
same time enabling shareholders to be offered a
competitive dividend.

B The objective is an annual growth in income
from property mangementpershare of at least
10% by adding value to properties, increased
rental income and cost effective management,
and by acquisition and new construction
of properties with development potential,

B The objective is to report capital gains from
property sales of SEKm 80-100 per year by sale
of properties to which no further value can be
added by management.

m The objective for the capital structure wifl be a
visible equitylassets ratio of at least 30% and
an interest coverage ratio of at least 200%.

m The objective is to distribute at least 50% of
net income for the year, having taken into
account investment plans, consolidation
needs, liquidity and financial position in
general.

For 2004 all objectives have been achieved.

Due to the implementation of new accounting priniples
beginning 2005 some of the objectives will be adjusted to the
new principles. See also page 14.
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Income, Costs and Results

Comparisons, shown in brackets, are made with the corresponding
amounts previous year. For definitions see Castelium’s website,
www.castellum.se

Income from property management during the year, i.e. net
income excluding capital gains from property sales, net write-
downs and tax, amounted to SEKm 609 (545), equivalent to
SEK 14.85 (13.29) per share. The improvement is 12% and
has been achieved chiefly through lower interest rate levels.

The fourth quarter 2004 is the 32nd consecutive quarter
showing growth since IPO in May 1997. The growth has been
on average 18% per year.

INCOME FROM PROPERTY MANAGEMENT PER SHARE

isotated quaridr, SEK (bars}

Rolting annual value, SEK {ine}

1997 1998 1999 2000 2000 2002 2003 2004

Cash flow from property management totalled SEKm 745
(672), equivalent to SEK 18.17 (16.39) per share — an
improvement of 11% compared with previous year.

During 2004 properties for a total of SEKm 494 (397)
were sold with a capital gain of SEKm 190 (180). Net income
for the year was SEKm 586 (526), equivalent to SEK 14,26
{12.83) per share.

Rental income

Group rental income amounted to SEKm 1,856 (1,758). The
improvement is chiefly an effect of a larger real estate portfolio
but also due to improved income for comresponding units.

For office and retail properties, the average contracted
rental level amounted to SEX 1,081 per sq.m., an increase of
2% for comresponding units during the year. For warehouse
and industrial properties, the average rental level was SEK
617 per sq.m., which is an increase of 2%. The improvements
are chiefiy due to indexation.

Castellum's lease portfolio is presently considered to be
in line with the market rents. Meaning that a majority of the
contracts expiring are extended with unchanged conditions
and only a smaller share of contracts are renegotiated. During
2004 these renegotiations have brought about increased rental
levels of approx. 4%.

4 CASTELLUM
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LEASE EXPIRY STRUCTURE

No.of Area thous. Leasevaue, Percentage

Term leases sq.m. SEKmr of value

Commercial
2005 960 312 239 14%
2006 1026 459 400 23%
2007 837 473 413 24%
2008 470 339 310 18%
2009 B4 134 121 7%
2010+ 93 250 239 14%

Total commerclal 3470 1967 1722 100%

Residential 970 69 67

Parking spaces etc. 2015 30 38

Total 6 455 2 066 1827

The economic occupancy rate for office and retail
properties were 88.7% and for warehouse and industrial
properties 90.6%. The occupancy rates have, after adjusting
for investments and sales, in principle remained unchanged
during the year. The totat rental value for vacant premises
during the year amounted to approx. SEKm 230.

During the year over 600 new lease contract were signed
with a total annual value of SEKm 163 (147), while contracts
terminated and bankruptcies amounted to SEKm 175 (144).
Hence, net leasing (i.e. gross leasing minus contracts
terminated for moving out) for the year were SEKm -16 (3).

NET LEASING

Isolated quarter, SEKm

60 M vewleases MR Terminations === Netleasing

2004

2000 2001 2003

During 2004 the demand in Castellum’s sub-markets are
viewed as having reached the bottom. The rental levels
have been relativly stable apart from Stockholm where some
pressure on prices has remained. The continued high pace of
change in the business environment has lead to an increased
number of terminations, especially during the fourth quarter,
resulting in an annual negative net leasing. For the year 2005
the demand for small and mid-size premises is expected to
improve among both current as well as potential tenants,
yet with local variations. At the same time terminations is
expected to decrease. Rental levels are expected to remain
stable.

The real estate market seems to continue to be stable with
high activity and a large demand from both domestic as well
as international investors.

2002
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Castellum has a wide spread of risk in the commercial
lease portfolio. The group has approx. 3,500 commercial
contracts, spreading over many sectors and durations. The
single largest contract makes up for 1.1% of Castellum’s total
rental income.

Property costs

Property costs amounted to SEKm 625 {591) corresponding to
SEK 254 per sq.m. (244). Distribution among different types
of costs and properties are shown in the following table.

PROPERTY CQSTS

Office/  Warehouse/

SEK/sq.m. Retail Industrial  Residential Total
Operating expenses 173 96 237 138
Maintenance etc. 50 28 49 40
Ground rent 8 5 0 6
Real estate tax 49 10 38 30
Direct property costs 280 139 324 214
Leasing and property

management (indirect) - - - 40
Total 280 139 324 254
Previous year 271 131 325 244
Compared with previ-

ous year +3.3% +6.1% -0.3% +4.1%

Net operating income before depreciation
Net operating income before depreciation was SEKm 1,231
(1,167}, equivalent to a yield of 8.8% (9.0).

Depreciation

Castellum’s depreciation amounted to SEKm 136 (128).
Depreciation consists mainly of a 1% depreciation in
buildings per year.

Sale of properties
During 2004, 28 properties {24) were sold for a total of SEKm
494 (397), with a capital gain of SEKm 190 (180}, where the
greater portion referred to residential properties.

After the end of the financial year 6 properties have been
sold for SEKm 128, which by SEKm 65 exceeded book value
and by SEKm 17 the valuation made as at 31 December, 2004.

Central administratlve expenses

Central administrative expenses were SEKm 68 (66). This
includes costs for a profit and share price related incentive
programme for senior management of SEKm 13 (14).

Net financial items

Net financial items were SEKm —418 (—428). The average

interest rate level during the period was 4.9% (5.4).
Castellum’s interest rate maturity structure provides low

exposure to changes in the market interest rate. Assuming

CASTELLUM YEAR-
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an unchanged volume of loans and a retained average fixed
interest term, an immediate change in the market interest rate
of one percentage unit would effect net financial items with
SEKm 28 during the following year, equivalent to 4% of
Castellum’s current cash flow from management.

Tax

Due to the opportunity to utilize tax loss carry-forwards,
to defer tax payments by fiscally accelerated depreciations
exceeding the book value, and to make fiscal deductions for
certian investments, there is almost no paid tax cost. There
is however a deferred tax cost equal to the utilized tax loss
carry-forwards and the deferred tax payment. The total tax,
however, is less than 28% since some of the properties have
been sold as companies.

Remaining tax loss carry-forwards amounts to SEKm 52.
During 2004 a new tax law with a retroactive effect from
2001 was passed, saying that investments which are treated
as assets in some cases may be tax deductable in the same
year that the investments were made. For the period 2001~
2004 an estimated SEKm 570 in deductions will be claimed,
of which. SEKm 291 have been considered when calculating
the current tax. The remaining SEKm 279 will be considered
only after they have been assessed by the tax authority. On
acceptance the deductions result in a lower current tax and a
corresponding increase in deferred tax, since the deductions
reduce the properties’ fiscal residual value.

TAX CALCULATION

Basis Basis
current tax deferred tax
Income befare tax 797 -
Fiscally accelerated depreciation =226 226
Tax deductable investments -78 78
Difference fiscal and book value
on properties sold —46 23
Other tax allowances -36 14
Tax deductable investments
2001-2003 =213 213
Utilized tax loss carry forwards -180 180
Total basis 18 734
Of which 28% paid/deferred tax. 5 206

Accounting Principles

The accounting principles of Castellum have remain
unchanged compared with previous year. The company
follows the Swedish Financial Accounting Standards
Council’s recommendations and the declarations of
the Swedish Financial Accounting Standards Council’s
Emergency Group.
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Organisation

Castellum’s strategy is to manage its properties in a
decentralised and small-scale organisation with wholly owned
local subsidiaries, with the aim of achieving proximity to and
knowledge of the local real estate and rental markets. In order
to strengthen the local identity, the companies operate under
their own names.

The subsidiaries’ organisation
Each subsidiary has between 22-35 employees. A flat and
customer oriented organisation, incleding the levels CEO,
property manager and local facility manager, gives a short
decision making process creating the preconditions for
good customer service and efficient handling of business
opportunities in the local markets.

The facilities managers have the most contact with the
tenants, and are the natural representatives of the landiord.

Purchasing external services

In cases where ex 1 services are purchased, high demands
are made on companies used in terms of quality, customer
contact, service and environmental awareness.

The company possesses decentralised purchasing expertise
for negotiations when implementing projects involving new
construction, extension or refurbishment work. The Group
does not have its own organisation for undertaking contracts.

Measuring and comparing

The subsidiaries are actively managed by means of the parent
company measuring and comparing management efficiency
and asset growth in the real estate portfolio. The companies
can benefit from each other’s experiences and methods,
and specialist expertise can be made available to the whole
organisation.

Castellum AB

The parent company controls decisions on major investments,
acquisitions and sales of assets through involvement in the
Board of each subsidiary. The parent company is also
responsible for financing, the consolidated accounts, the
provision of information, overall IT/IS strategies and
personnel matters. The parent company has 13 employees.

«— Eurgroads

CASTELLUM

%.;,;'gmm FoySgm B BRIGGEN  DROSTADEN i Corallen

Central and northern Southern Gothenburg, #alms, Lund and Stockhalm’s Varnamo, Jinkoping
Gothenburg Maindal and Bords Helsingborg Inner suburbs and Viaxjs

ASPHOI.MEN

FPASTIGHETER AR

Orebro, Uppsala

and Viasterds
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Real Estate Portfolio

Castellum'’s real estate portfolio at the end of the year totalled
492 properties (500) with a total rental value of SEKm
2,130 (1,995) and a book value of SEKm 14,741 (13,911).
The properties’ total lettable area were 2,505,000 sq.m.
(2,437,000). List of properties — see www.castellum.se.

The real estate portfolio consists entirely of Swedish
properties, and is geographically concentrated in Greater
Gothenburg, the Oresund Region, Greater Stockholm,
Western Smaland and Mélardalen. The main focus of the
portfolio is in the three major urban regions.

The commercial portfolio consists of office and retail
properties as well as warchouse and industrial properties,
mainly concentrated in well-situated workingareas with
good communications and services. Castellum’s remaining
residential properties are located in central and attractive sites
in Gothenburg and Helsingborg.

Investments and sales
During the year the following changes in the real estate
portfolio have occurred.

CHANGES IN THE REAL ESTATE PORTFOLIO

Book value, SEKm  Number

Real estate portfolio on 1 January, 2004 13911 500
+ Acquisitions 848 20
+ Investments in existing properties 420 -
— Sales -304 -28
— Depreciation -132

- Net write-downs -2 -

Real estate portfolio on 31 December, 2004 14 741 492

During the year investments totalling SEKm 1,268
(1,108) were made, of which SEKm 484 related to Greater
Gothenburg, SEKm 341 to the Oresund Region, SEKm 150
to Western Smaland, SEKm 149 to Greater Stockholm and
SEKm 144 to Milardalen.

INVESTMENTS

isolated quarter, SEKm (bars) Rolling annual value, SEKm (ine)

BOO _ .. Lo . - . 2800
R Investments in
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CASTELLUM'S REAL ESTATE PORTFOLIO 31-12-2004

N
Area Book Book  Rental Rental Economic  Rental Property  Property r.aperatinegt
No.of thous. value value value value occupancy income costs costs  income

properties sq.m.  SEKm SEKsq.m.  SEKm SEKkg.m. fate SEKm  SEKm SEKisgom. SEKm Yield
Office/retail
Greater Gothenburg 67 335 2795 8360 368 1099 89.5% 329 89 265 240 B.6%
Oresund Region 43 282 2611 9255 336 1190 91.1% 306 80 283 226 8.7%
Greater ytockholm 36 243 1893 7784 298 1224 824% 245 83 342 162 8.6%
Westepd Smaland 35 18 1075 5776 161 867 9R.8% 150 46 246 104 9.7%
I\‘(HI dalen 42 177 1048 5919 160 903 89.5% 143 45 256 98 9.3%
Total office/retail 223 1223 9422 7706 1323 7087 887% 1173 343 280 830 B8.8%
Warehousefindustrial
Greater Gothenburg 82 436 189 4345 271 622 95.2% 258 52 119 206 10.9%
Oresund Region 37 243 880 3625 151 622 90.2% 136 36 147 100 11.4%
Greater Stockholm 30 179 749 4193 137 768 89.1% 122 40 222 82 11.0%
Western Smdland 32 177 425 2397 78 441  B83.6% 66 15 84 51 11.9%
Malardalen 27 116 418 3599 73 628 B41% 61 17 153 44 10.4%
Total warehouse/industrial 208 1151 4368 3794 710 617 90.6% 643 160 139 483 11.1%
Residential
Gothenburg 15 23 164 7180 23 989 98.9% 23 8 3 15 89%
Helsingborg 8 27 221 8077 27 950 99.2% 27 8 310 19 83%
Total residential 23 50 385 7669 50 930 99.1% 50 16 324 34 B.6%
Total 454 2424 14175 5847 2083 859 B9.6% 1866 519 214 1347 9.5%
Leasing and property administration 96 40 =96 0.7%
Total after leasing and property administration 615 254 1251 8.8%
Development projects 9 81 401 - 47 - - 32 16 - 16 -
Undeveloped land 29 - 165 - - - - ~ - - - -
Total 492 2505 1474 - 2130 - - 1898 631 ~ 1267 -

The tabie above relates to the properties owned by Castelfum at the end of the year and reflects the income and costs of the properties as if they had
been owned during the whole year. The discrepancy between the net operating income of SEKm 1,267 accounted for above and the net operating
income of SEKm 1,231 in the income statement is explained by the deduction of the net operating income of SEKm 5 on properties sold during the
year, as well as the adjustment of the net operating income of SEKm 41 on properties acquired/completed during the year, which are recakulated as
if they had been owned or completed during the whole year.

RENTAL VALUE BY PROPERTY TYPE, EXCL. PROJECTS RENTAL VALUE BY REGION, EXCL. PROJECTS

Warehouse/
Industrial 34%

PROPERTY RELATED KEY RATIOS SEGMENT INFORMATION

2004 2002 Opesating income exd. central
san-Dec Jan-De¢ Rental income administrative expenses
2004 2003 2004 2003
Rental v.alue, SEKfsq.m. 859 829 SEKm Jan-Dec  Jan-Dec Jan-Dec Jan-De¢
Economic occupancy rate 83.6% 90.7% Greater Gothenburg 592 537 476 428
Property costs, SEK/sq.m. 254 244 Oresund Region 472 446 374 363
Net operating income, SEK/sq.m. 316 208 Greater Stockholm 363 366 191 196
Yield 8.8% 30%  \estern Smaland 22 194 127 112
Book value, SEK/sq.m. 5847 5664 Malardalen 217 215 115 126
Number of properties 492 00 e 1856 1758 1283 1225
Lettable area, thausand sq.m. 2 505 2437
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Financing

FINANCING 31-12-2004

SEKm 8 834 {60%)

El ui
SEKm 4 927 (33%)

Non interest-bearing

SEKm 1 081 (7%)

Shareholders’ equity

Shareholders’ equity, after deduction for dividend, is SEKm

4,927 (4,689) representing an equity/assets ratio of 33% (33).
In order to regulate the company’s capital structure, the

company can repurchase 2.3 million own shares in addition

to the 2 million shares which were repurchased earlier.

Interest-bearing liabilities

As of 31 December, 2004 Castellum had longterm binding
credit agreements totalling SEKm 10,958 (10,059), shortterm
binding credit agreements totalling SEKm 732 (694) and
a commercial paper programme of SEKm 3,000 (2,500).
Outstanding commercial papers of SEKm 2,417 are fully
covered by unutilised longterm credit agreements. After
deduction of liquid assets of SEKm 7 {33), net interest-
bearing items were SEKm 8,827 (8,565). The duration of
Castellum’s longterm credit agreements as of 31 December
was 6.3 years.

The average effective interest rate as of 31 December, 2004
was 4.8% (5.2). The average fixed interest term on the same
date was 2.4 years (2.7) and has been achieved through the
extension of loans with short fixed interest terms by interest-
swap agreements. The share of loans with interest rate
maturity during the next 12 months was 36% (38). According
to the Financial Policy, the average fixed interest term will be
2-4 years.

INTEREST RATE AND LOAN MATURITY STRUCTURE 31-12-2004

Interest eate maturity structure  Loan maturity structure

Interestrate  Awverage Credit

maturity  interest  agreements  Utilized

SEKm rate SEKm SEKm

0-1 year 3218 31% 3149 2539
1-2 years 952 5.2% 2 2
2-3 years 2 006 5.4% 6 6
3-4 years 500 5.6% 700 100
4.5 years 450 5.4% 1000 250
5-10 yea-rs 1700 6.4% 9 250 5930
Total 8827 4.8% 14107 8827
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Net Asset Value

As of December 31, 2004 Castellum made an internal
valuation of all properties. The valuation shows a long-term
value determined on an earnings basis of SEKm 19,449, which
is an increase in value of approx. 3%. The increase is chiefly
assigned to the Oresund Region and Greater Gothenburg.

The pre tax net asset value may be calculated to SEKm
10,085, equivalent to SEK 246 per share, while the net asset
value after a 28% tax deduction may be calculated to SEKm
8,317, equivalent to SEK 203 per share . The net asset value
calculation takes no consideration to possible surplus values,
apart from those in the property portfolio, or negative value in
the interest rate swap portfolio.

REAL ESTATE VALUE AND NET ASSET VALUE AS AT 31-12-2004

Valuation Surplus

Valuation SEKS Book value/NAY,

SEKm 5q.m. value SEKm

Office/Retail 12456 10184 9422 3034
Warehouse/Andustria) 5591 4857 4368 1223
Residential 633 12660 385 248
Projects and land 769 - 566 203
Total 13449 - 14 4708
Disclosed equity 4927
Reversed deferred tax provisons 450
Pre tax net asset value (SEK 246 per share) 10 085
Deferred tax. 28% -1768

Net asset vallhe after 28% tax (SEK 203 per share) 8 317

The iftephal valuation was based on a 10-year cash flow
model with an individual assessment for each property of
both its future earnings capacity and its required yield. The
required yield, after deducting an assumed growth equivalent
to the inflation, lies in the interval 6.1-8.7% for office/
retail, 8.2-10.9% for warehouse/industrial and 4.2-5.5%
for residential properties. Compared to previous year the
required yield has been reduced by approx. 0.3 percentage
units in order to reflect the increase in prices seen on the
real estate market. Projects under way have been valued
according to the same principles, but with deductions for
remaining investments. Residential properties have been
valued as holding rental apartments and not as tenant-owner’s
rights, Building permissions and land have been valued at an
estimated market value per square metre.

In order to ensure the valuation, over 100 properties,
representing 54% in terms of value, have been valued
externally by Svefa AB. The properties were selected on the
basis of the largest properties in terms of value, but also to
reflect the composition of the real estate portfolio in terms
of the type and geographical location of the properties.
Svefa’s valuation of the selected properties amounted to
SEKm 10,736, within an uncertainty range of +/— 5-10% on
property level, depending on the property’s type and location.

CASTELLUM YEAR-

Castellum’s valuation of the same properties amounted to
SEKm 10,599.

It should, however, be emphasised that a property's
true value only can be confirmed when it is sold. Property
valuations are calculations performed according to accepted
principles and on the basis of certain assumptions. The value
range of +/— 10% often used in property valuations should be
viewed as an indication of the uncertainty that exists in such
assessments.

When calculating the net asset value both the uncertainty
range used in property valuations, and the fact that the
effective taxation is less than the nominal tax rate of 28% must
be taken into consideration. The effective tax is less because
the tax payments will not be realized until the property is sold.
Assuming a value range of +/— 5% and an effective tax rate of
10-15 % the net asset value can be calculated at SEK 203-252
per share,

The Parent Company

Net income after tax for the parent company, which has
only group-wide functions, amounted to SEKm 238 (333),
of which SEKm 205 (296) was group contribution frem
subsidiaries and SEKm 37 (40) was reversed write-downs
on shares in subsidiaries, Turnover, which consists mainly of
intra-group services, was SEKm 9 (9).

Besides liquid assets of SEKm 0 (0), the assets of the parent
company consist mainly of the financing of the subsidiaries’
property holdings. Shares in subsidiaries amounted to SEKm
3,727 (3,690) and interest-bearing internal financing of the
subsidiaries was SEKm 9,699 (8,449). Financing has chiefly
been provided through shareholders’ equity of SEKm 4,051
(4,125) and external long-term liabilities of SEKm 8,825
(7,527).

Proposed dividend

The Board intends to propose the Annual General Meeting a
dividend of SEK 9.50 per share, which is an increase of 12%
compared to the previous year. The dividend ratio is 68%.

Gothenburg 27 January, 2005

Lars-Erik Jansson
Chief Executive Officer

This Year-end Report has not been examined by the company’s
auditors.
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INCOME STATEMENT

2004 2003 2004 2003
SEKm Oct-Dec Oct-Dec Jan-Dec Jan-Dec
Rental income 475 448 1856 1758
Operating expenses =95 ~01 ~342 -326
Maintenance -28 -19 -87 -89
Ground rent -4 -4 =16 -15
Real estate tax -16 -17 -74 -66
Leasing and property administration ~25 -25 -96 -85
Net operating income before depreciation 307 292 1231 1167
Depreciation -35 -33 -136 -128
Net operating income from property administration 272 259 1095 1039
Property sales
Net sales proceeds 44 1" 494 397
Book value -38 -10 -304 =217
Income from property sales 6 1 190 180
Central administrative expensas =21 -22 68 -66
Reversed write-downs on properties 3 32 3 32
Write-downs on properties -5 -26 ) -26
Operating incoma 255 244 1215 1159
Net financial items -103 -104 418 -428
Income after net financial items 152 140 797 731
Current tax 18 -1 -5 -1
Deferred tax -60 41 =206 -204
Net income for the period/year 110 98 586 526

FINANICAL KEY RATIOS

2004 2003 2004 2003

Oct-Dec Oct-Dec Jan-Det Jan-Dec

Income from property management, SEKm 148 133 609 545
Cash flow from management, SEKm 183 165 745 672
Net operating income margin 65% 65% 66% 66%
Interest coverage ratio 278% 260% 278% 257%
Return on equity 122% 11.5%
Return on total capital 8.4% 8.4%
Borrowing ratio 60% 62%
Equity/assets ratio 33% 33%

DATA PER SHARE (since there is no pontential common stock, there is no effect of dilution)

2004 2003 2004 2003

Oct-Dec Oct-Dec Jan-Dec lan-Dec

Average number of shares, thousand 41 000 41 000 41000 41 000
Earnings after tax, SEK 2.68 2.39 14.29 12.83
Income from property managernent, SEK 3.61 3.34 14.85 13.29
Cash flow from management, SEK 4.46 4,02 18.17 16.39
Number of outstanding shares, thousand 41 000 41 000
Book value of properties, SEK 360 339
Sharholders’equity, SEK 120 114
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BALANCE SHEET

2004 2003

SEKm 31 Dec 31 Dec
Assets
Real estate 14 741 13911
Other fixed assets 9 18
Current receivables 85 149
Cash and bank 7 33
Total assets 14 842 1411
Shareholders’ equity and liabilities
Shareholders’ equity 4927 4689
Deferred tax liability 450 213
Interest-bearing liabilities 8834 8598
Non-interest-bearing liabilities 631 611
Total shareholders’ equity and liabilities 14 B42 1411
CHANGES IN EQUITY

Number of cutstanding Share Restricted  Non-restricted Total
SEKm shares, thousand capital reserves equity equity
Shareholders’ equity 31-12-2002 41 000 86 20 4364 4470
Dividend (SEK 7.50 per share) - - - =307 =307
Net income for the year - - - 526 526
Shareholders’ equity 31-12-2003 41 000 86 20 4583 4 689
Dividend (SEK 8.50 per share) - - - -348 -348
Net income for the period - ~ - 586 586
Shareholders’ equity 31-12-2004 41 000 86 20 481 4927

CASH FLOVY STATEMENT

2004 2003
SEKm Jan-Dec Jan-Dec
Net operating income before depreciation 1231 1167
Central administrative expenses -68 —56
Net finandal items paid -403 —436
Tax paid on income from property management - -1
Cash flow from operating activities
before change in working capital 760 664
Change in current receivables 80 -39
Change'in current liabiities 14 7
Cash flow from aperating activities 854 632
Investments in existing properties -420 —497
Property acquisitions -an -611
Change in liabilities at acquisitions of property -14 26
Property sales 488

Change in receivables at sales of property

Other net investments -3 28
Cash flow from investment activities -768 —646
Change in long term liabilities 236 334
Dividend paid -348 -307
Cash flow from financing activities -112 27
Cash flow for the period/year ~-26 13
Cash and bank, opening balance 33 20
Cash and bank, closing balance 7 33
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The Casteflum Share

The Castellum share is listed on Stockholmsbdrsen's
(Stockholm Exchange) O-list. At the end of the period
the company had about 8,500 sharecholders. Shareholders
registered abroad cannot be broken dewn in terms of directly
held and nominee registered shares. The ten single largest
Swedish shareholders can be seen in the table below.

SHAREHOLDERS ON 31-12-2003

Percentage of
Number of shares voting rights
Shareholder thousand and capital
Szombatfalvy, Laszlo 2500 6%
Andra AP-fonden 221 5.4%
AFA Sjukfarsakrings AB .03 51%
Tredje AP-fonden 2078 51%
Fjarde AP-fonden 1290 3.1%
SPP Livforsakrings AB 1267 3.1%
AFA TFA Forsakrings AB 641 16%
Roburs Aktiefond Reafinvest 587 1.4%
Farsta AP-fonden 506 1.2%
Svenskt Naningsliv 500 1.2%
Other shareholders registered in Sweden 12016 29.3%
Shareholders registered abroad 15323 37.4%
Total outstanding shares 41000 100.0%
Repurchased shares 2002
Total registered shares 43002

There is no potential common stock (eg. convertibles).

DISTRIBUTION OF SHAREHOLDERS BY COUNTRY 31-12-2004

USA 12%

h\ Great Britain 7%
- ds 6

Funds, tnsurance comp sic.  20%
Privats persony, privats comp 24%
AP-funds 15%
Trusts, asodationd etr. 4%

The Castellum share price as at 31 December, 2004 was
SEK 238 equivalent to a market value of SEK 9.8 billion,
calculated on the number of outstanding shares.

During 2004 the tumover was 21.6 million shares,
equivalent to an average of 85,000 per day, corresponding on
an annual basis to a turnover rate of 53% based on the number
of outstanding shares at the beginning of the year.

During the last 12-month period the total yield of the
Castellum share has been 45%, including dividend of SEK
8.50. Since IPO on 23 May, 1997 the total yield of the
Castellum share compared with the issue price of SEK 51 has
been on average 25% per year.

TOTAL YIELD (INCLUDING DIVIDEND)

On average per

year May 1997-

2004 Dec 2004

The Castellum share +45.0% +25.0%
Stockhotm Stock Exchange (SIX) +20.8% +6.1%
Real Estate Index Sweden {EPRA) +48.8% +17.2%
Real Estate Index Europe (EPRA) +41.7% +12.9%

THE CASTELLUM SHARE'S PRICE TREND AND TURNOVER SINCE IPO 23 MAY, 1997 UNTIL 21 JANUARY, 2005
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New Accounting Principles 2005

Beginning 2005 all listed companies within the EU must
follow a common set of accounting rules (I[FRS). The
fundamental principals of the new rules are the use of fair
value in the balance sheet and unrealized changes in fair value
in the income statement, instead of previously acquisition
value in the balance sheet and information about the fair
value in the notes.

Changed accounting principles does not change a
company’s eamings capacity, it just changes the way income
and costs are recognized on an accrual basis. Therefore
Castellum’s strategies will remain unchanged even though
some objectives have been adjusted to the new accounting
principles.

The rules of the [FRS are extensive and leaves some
possibilities to choose between different accounting
principles. The new principles will effect Castellum
primarily in two areas — Investment Properties and Financial
Instruments.

Investment propertles

Properties will be recorded at fair value in the balance sheet
with unrealized changes in value in the income statement.
The result is that depreciation and write-downs on properties
disappear and that the term income from property sales
changes to be the difference between the sales price and the
latest valuation, i.e. a realized change in value.

Castellum has a substantial surplus value in the real estate
portfolio SEKm 4,708 which, after deduction of deferred
tax, will be made visible in the balance sheet. Income
from property sales reported from book value, SEKm 190,
disappears and is replaced by the realized gain on properties
sold above the latest valuation, SEKm 89. The change in
value compared to the valuation previous year adjusted
for investments made has been calculated to SEKm 574,
equivalent to 3%. However, the change in value falls within
the +/- 5~10% value range often used for the uncertainty in
property valuations.

Financial instruments

Castellum manages interest rate risk on portfolio level and
uses interest rate derivatives (mainly interest rate swaps) in
order to achieve the desired interest rate maturity structure. A
interest rate derivative is a financial instrument which should
be recorded at fair value in the balance sheet and, in the
way Castellum handels interest rate risk, with an unreatized
change in value in the income statement.

Castellum’s average interest rate for funding was 4.8% at
the year end. The average market interest rate for a new credit
portfolio with the equivalent interest rate maturity structure is
3.6%. The difference is in part due to falling market interest

14 CASTELLUM

rates since deal date, part due to the time factor (an originally
5-year fixed interest term with 2 years left is valued as a
2-year fixed interest term). Since the market interest rate
is lower there is a theoretical sub value in the interest rate
portfolio, which as of 31 December 2004 was SEKm 391.
Falling market interest rates during the year have increased
the sub value by SEKm 146, which effects the income
staternent for the year.

Effects in the income statement and the balace sheet
Taken all in all, cash flow from management will not be
effected by the new rules, while the net income inctuding
changes in value will show both future fluctuations (+/- 1%
change in value on properties give +/- SEKm 194, +/- 1%
change in market interest rates give +/- SEKm 200 in change
of value in derivatives) between different quarters and years
as well as contain a greater share of income statement items
which are not effected by Castellum.

INCOME STATEMENT AND BALANCE SHEET

YEAR-ENTD

Current  Adjust. IFRS

SEKm 2004 2004 2003
Income Statement
Rental income 1 856 185% 1758
Property costs —625 625 -5
Depreciation -136  +i132 -4 -5
Central admin. exp -68 -68 —66
Net finandal items -418 —418 -428
Income from property

management 609  +132 744 668
Income from property sales 190 190 - -
Net write-downs -2 +2 - -
Change in value

Properties, realized - +89 g9 61

Properties, unrealized - +571 571 -104

Derivatives, unrealized - 146 -146 -13
Income before tax 797 458 1255 612
Tax =211 -128 -339 -172
Net income 586 330 916 440
Balance Sheet
Real estate 14741 +4708 19449 18015
Other assets 101 101 200
Total assets 14842 +4708 19550 18215
Sharehclders’ equity 4927 +3108 BO035 7489

Equity/assets ratio 33% 41% 41%
Deferred tax 450 +1209 1659 1292
Interest bearing liabilities 8834 8834 8598
Derivatives - +3971 391 245
Other liahilities 631 631 611
Total shareholders’

equity/liabilities 14842 +4708 19550 18215
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New objectives
Castellum’s income objectives have been an annual growth
of 10% in income from property management as well as
capital gains of at least SEKm 80-100 from sales of mature
properties. The objective 10% growth in income from
property management will remain. Since the term income
from property sales will change, the objective of capital gains
will disappear. The strategy to sale mature properties remain,
why new turnover objectives for the real estate portfolio has
been set up — investments of at least SEKm 1,000 per year
and sales of at least SEKm 500, however, only under the
precondition that the investment criteria are met.
Castellum’s objectives for the capital structure has been an
equity/assets ratio of at least 30% and an interest coverage
ratio of at least 200%. The equity/assets ratio will with the
new guidelines be both higher and show future fluctuations
due to annual changes in value. The new objective for the
equity/assets ratio has therefore been set within a range of 35~
45%. The interest coverage ratio will not be effected by the
new guidelines and the objective of at least 200% remains.
Castellum’s objective for dividend has been to distribute at
least 50% of income from property management and income
from property sales less a 28% tax deduction. Since the basis
for dividend is somewhat lower (income from property sales
disappears with a larger amount than depreciation is reduced)
the new objective has been set to at teast 60% of income from
property management less 28% tax. In order to avoid large
fluctuations in the dividend and not to distribute unrealized
gains, changes in value are not part of the basis for the annual
dividend.
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FINANCIAL REPORTING DATES

The Annual Report for 2004 will be kept on view in Castellum’s head office and on Far further information please

Castellum’s website from around February 9th, 2005. The printed Annual Report
will be distributed by post to the shareholders in the end of February 2005,

The English version of the Annual Report will be kept on view in Castellum’s head

contact Lars-Erik Jansson, CEOQ or
Hakan Hellstrém, CFO/deputy CEOQ,
telephone +46 31-60 74 00 or visit
Castellum’s website.

office and on Castellum's website from the beginning of March 2005.

Castellum ABs Annual General Meeting will take place on Wednesday March 23, 2005
at 5pm in the Stenhammar Room, the Gothenburg Concert Hall, Gétaplatsen in Gothenburg.

Interim Report January-March 2005 20 April, 2005
Half-year Report January-June 2005 19 July, 2005

20 October, 2005
26 January, 2006
23 March, 2006

Interim Report January-September 2005
Year-end Report 2005
Annuat General Meeting

www.castellum.se

On Castellum’s website it is possible to download as well as subscribe to Castellum’s Pressreleases and Interim Reports.

Alf photos in this Year-end Report show the property Visiret 2 located along Smista Allé by Kungens Kurva in Stockholm.

SUBSIDIARIES

Aspholmen Fastigheter AB

Elementvagen 14, SE-702 27 Orebro, Sweden
Telephone +46 19-27 65 00 Fax +46 19-27 42 50
orebro@aspholmenfastigheter.se
www.aspholmenfastigheter.se

Fastighets AB Briggen

Box 3158, SE-200 22 Malmd, Sweden

Telephone +46 40-38 37 20 Fax +46 40-38 37 37
fastighets.ab@briggen.se

www.briggen._se

Fastighets AB Brostaden

Box 5013, SE-121 05 Johanneshov, Sweden
Telephone +46 8-602 33 00 Fax +46 B-602 33 30
info@brostaden.se

www.brostaden.se

Fastighets AB Corallen

Box 148, SE-331 21 Varnamo, Sweden

Telephone +46 370-69 49 00 Fax +46 370-475 90
info@corallen.se

www.corallen.se

Eklandia Fastighets AB

Box 8725, SE-402 75 Gothenburg, Sweden
Telephone +46 31-744 09 00 Fax +46 31-744 09 50
info@eklandia.se

www.ekfandia.se

Harry Sjégren AB

Kraketorpsgatan 20, SE-431 53 Molindal, Sweden
Telephone +46 31-706 65 00 Fax +46 31-706 65 29
info@harrysjogren.se

www.harrysjogren.se

in the event of conflict in interpretation or differences between this report and the Swedish version, the latter will have priority.

CASTELLUM

Castellum AB (publ) * Box 2269, SE-403 14 Gothenburg, Sweden e Visiting address Kaserntorget 5
Telephone +46 31-60 74 00 o Fax +46 31-13 17 55 « E-mail info@castellum.se » www.castellum.se
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Year Summary

Castellum is one of the major listed real estate companies in Sweden. The real estate portfolio
comprises mainly commercial premises in five growth regions: Greater Gothenburg, the Oresund
Region, Greater Stockholm, Western Smdland and Mdlardalen.

Within each of these regions, market areas and sub-markets have been chosen, where sufficient
volume for rational management with a strong and clear presence can be achieved. The real estate
portfolio is owned and managed by six wholly owned subsidiaries operating under their own names
and with focus on availability, everyday consideration and customer-oriented service.

M Rental income for 2004 amounted to SEKm 1,856 (1,758).

B Net income after tax for the year amounted to SEKm 586 (526), equivalent to SEK
14.29 (12.83) per share.

M Income from property management per share rose 12% to SEKm 609 (545), equivalent
to SEK 14.85 (13.29) per share.

B The Board proposes an increased dividend to SEK 9.50 (8.50) per share.

DATA PER SHARE

SEK 2004 2003 2002 2001 2000 1999 1998 1997

income property management 14.85 13.29 12.39 10.68 8.60 6.92 5.50 4.74
Change +12% +7% +16% +24% +24% +26% +76%

Cash flow property management 18.17 16.39 1517 13.32 10.72 8.70 7.14 6.30
Change +11% +8% +18% +24% +23% +22% +13%

Met income after tax 14.28 12.83 21.29 10.39 8.49 6.56 5.24 420
Change +11% -40% +705% +22% +29% +25% +25%

Dividend (2004 proposed) 9,50 8.50 7.50 6.50 5.50 4.50 3.50 275
Change +12% +13% +15% +78% +22% +29% +27%

CASTELLUM ANNUAL REPORT 2004




CEQO’'s comments

The past year 2004
Let me begin to emphasize that I'm very pleased with 2004 and that alt our
overall objectives have been achieved.
- Income from property management improved 12% (objective 10%).
— Capital gains from property sales amounted to SEKm 190
{objective SEKm 100).
— The equity/assets ratio was 33% and the interest coverage ratio
was 278% (objectives 30% and 200%).
— The proposed dividend of SEK 9.50 per share equals a dividend
pay out ratio of 68% (objective 50%).

Values

To an increasingly larger extent different interest groups’ views on listed
companies are measured and published. This is probably a result of the
increasing transparency on the stock market. The results may be used in
order to test and in some cases develop strategies and action plans. I'm
convinced that most important for Castellum’s development and result in
the long term are our customers’ satisfaction, our employees’ attitudes and
actions, and suppliers faith in the company. A positive development of the
company creates the preconditions for positive judgements from the stock
market.

Our objective of continued improvement in the Satisfied Customer Index
(SCI) has been met. We are still experiencing great faith by our tenants
and are continuing to improve ourselves compared to previous years.

The survey is based on three SCI-areas: the overall satisfaction with the
landlord, how well the landlord meet the expectations and how close the
landlord is to the ideal landlord. In every area measured we placed higher
than the industry average.

The improvement is a result of all employees’ commitment and
participation. The work on customer relations is an ongoing process with
high priority. The work on improving customer satisfaction and hence
our profitability, is in large a matter of accessibility. Almost all of the
employees in the subsidiaries have customer contact, some more some
less. The employees’ view on Castellum is measured in a survey showing
their attitudes towards their own working conditions, the company and its
management.

Satisfaction is also about being open and accessible to shareholders
which has lead to an number of meetings in different forums, from small
gatherings of shareholders to larger seminars. Besides this, a number of
meetings have been held during the year with analysts and investors both in
Sweden and abroad.

My impression is that the general opinion, based on different surveys,
show great faith in Castellum.

Growth and development
The overall economic growth in 2004 was good, however not on the labour
market where no signs of real improvement have been seen.

The tendency for overall industry development during 2003 continued
during 2004 with companies improving efficiency and cutting costs before
hiring of new employees.

When looking at Castellum’s regions the development have been
positive. We have seen clear signs of recovery in Greater Stockholm.
Demand seems to have reached the bottom, yet with a high pace of change
in the overall industry.

CASTELLUM ANNUAL REPORT 2004




Income and result

Rental income for 2004 amounted to SEKm 1,856, an improvement of
more than 5% compared with 2003. Net income after tax for the year
amounted to SEKm 586, equivalent to SEK 14.29 per share. Income
from property management, which is where the company’s efficiency

is measured, amounted to SEKm 609, an improvement of 12%. The
improvement is chiefly an effect of lower interest rate levels. The
improved result has made it possible to increase the dividend by 12% to
SEK 9.50 per share.

Investments and sales

During the year, we invested almost SEK 1.3 billion in acquisitions and

investments in existing properties. We sold 28 properties for SEKm 494

with a capital gain of SEKm 190. Of the properties sold, a majority were
residential properties sold to new tenant-owners’ associations.

The Castellum share

The development of the Castellum share has during 2004 been fantastic
with a total return of 45%. The number of shareholders is almost
unchanged compared with the end of 2003, however the share of foreign
investors has increased somewhat. Since IPO on 23 May, 1997 the total
yield of the Castetlum share, compared with the issue price of SEK 51,
has been on average 25% per year.

The new year 2005

Beginning 2005 all listed companies within the EU must follow a
common set of accounting principles. This does not change a company's
earnings capacity, it just changes the way income and costs are recognized
on an accrual basis. Therefore Castellum’s strategies will remain
unchanged even though some objectives have been adjusted to the new
accounting principles.

Castellum’s business model with operations in five growth regions
makes us not dependent on the overall economic development within a
specific region. The large potential lies in vacant premises.

1 estimate that the demand for small and midsize premises will increase
among both existing as well as potential tenants and with continued stable
rental levels.

The real estate market will probably be characterised by a large demand
for attractive objects, and as a result lower required yields, which will
give a slight price increase.

[ estimate that; we will make investments of at least SEK one billion,
we will sell properties for SEKm 500, the objectives for the capital
structure will be achieved, and likewise for our objective for the dividend.
The great challenge lies in achieving the objective of at least 10%
improvement in income from property management.

Gpthenptyg, February 7th 2005

—

Lars-Erik Jansson
Chief Executive Officer
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“Real estate is fand, which is divided
into properties. A property is bounded
either horizontally or both horizontally
and vertically”.

Real Estate Companies
— a general description

Property and building

Jordabalken (Code of Land Laws) defines a property: “Real estate is land,
which is divided into properties. A property is bounded either horizontally
or both horizontally and vertically”. On the property there may be one or
more buildings. Usually the landowner also owns the buildings, although
there are exceptions where the owner of a building does not own the land,
but through a site-leasehold has the right to use the property.

Abuilding may be divided into one or more leasehold interest units for
rent to customers, or tenants as they are also called. A building designed
for many tenants also contains non-rentable space such as entrances and
stairwells. The ground surrounding the building may be prepared in a way
that it too may be leased out, for example as parking lots.

Lease contracts

Commercial lease contracts (office, retail, warehouse, and industrial
premises) have different terms, but usually run for 3-5 years where the
period of notice is 9 months. Therefore, the tenant must renegotiate a
new lease or provide notice of intent to move out 9 months prior to the
lease termination. An owner may only terminate the contract prior to this
same nine-month period in order to change conditions since the tenant
usually has an indirect “right of tenancy”. If the contract is terminated for
a change in conditions that the parties cannot agree upon, the question of
what the current market conditions are, is submitted to “hyresnimnden”,
an independent rent tribunal. If neither of the parties terminate the
contract, it is extended with unchanged conditions. Lease contracts
usually contain a base-rent, i.e. the rental level at the time of signing,
and an index clause which provides for a yearly upward adjustment by a
certain percentage. The index is either negotiated or based on the change
in the consumer price index.

Lease contracts usually contain additions for the tenant’s share of the
property’s total cost for heating/cooling and property tax. Commercial
lease contracts are paid quarterly in advance.

A residential contract is a running contract with a 3 month notice for
the tenant only. The rental level for residential properties are generally
rencgotiated each year with “hyresgiistforeningen”, a tenants’ union. The
rental levels of companies owned by the municipality act as guidelines
in the negotiation. Residential lease contracts are paid in advance on a
monthly basis.

Property costs

The owner of the property is typically responsible for all property costs
such as heating, cooling, gardening, repairs, maintenance, property tax
and administration. As said above, the tenants are charged with their share
of heating/cooling and property tax, while the other costs are part of the
calculation when the rental level is negotiated.

The tenant normally pays for inner maintenance such as cleaning,
electricity and tenant-specific improvements. For warehouse/industrial
properties the tenants sometimes pay for heating as well as certain repairs
and maintenance themselves.
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Financing
In order to acquire and own properties, financing is secured by long-term
interest-bearing loans and equity. The ratio between these two is a balance
between, on one hand — more loans with higher interest costs and hence
higher risk, but a high return on equity, —and on the other hand less loans
with lower interest costs and risk, but also a lower return on equity.

In order to reduce risk exposure due to fluctuations in the interest-rate,
the interest term of the loan portfolio is spread out over time.

Income tax

Sweden has a 28% nominal income tax rate for limited liability
companies. Due to the possibility to carry out fiscally accelerated
depreciation and allocation of untaxed reserves the company may obtain
tax credits so that the effective tax paid during the time of possession is

generally 15-20%,

Economy (example)

A property is acquired for 1,000 with a net operating income (rental
income less property costs) of 90 = 9% yield. The acquisition is financed
by 70% interest bearing loans, with 5% interest rate, and 30% equity.

Income Cash flow
Net operating income 9% x 1 000 90 90
Depreciation1% x 1 000 -10 -
Interest 5% x 700 -35 -35
income befare tax 45 S5
Tax paid 15-20% -8 -8
Deferred tax -5 -
Net income after tax 32 47
Return on equity 300 10.7% 15.7%

The final calculation, however, cannot be completed until the property
is sold and the change in value and the tax consequences there of are
determined.

CASTELLUM ANNUAL REPORT
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DIRECTORS' REPORT

Business Concept

Castellum’s business concept is to develop and add value
to its real estate portfolio, focusing on the best possible
earnings and asset growth, by offering customised
commercial properties through a strong and clear presence
in five Swedish growth regions.

Overall Objectives

Castellum’s operations are focused on cash flow and
earnings growth, which along with a stable capital structure
provide the preconditions for good growth in the company,
while at the same time offering shareholders a competitive

dividend.
Outcome 2004 B The objective is an annual growth in income from
property management per share of at least 10% by
+ 1 2 (y adding value to properties, increased rental income and
0 cost effective management, and by acquisition and new

construction of properties with development potential.

SEKm 1 9 O W The objective is to report capital gains from property sales
of SEKm 80-100 per year by sale of properties to which no

further value can be added by management.

3 3 0/ 27 8 (y B The objective for the capital structure will be a visible
0 and 0 equitylassets ratio of at least 30% and an interest

coverage ratio of at least 200%.

6 8 (y B The objective is to distribute at least 50% of net income
0 for the year, having taken into account investment plans,
consolidation needs, liquidity and financial position in
general.

For 2004 all objectives have been achieved.

Due to the implementation of new accounting principles beginning 2005
some of the objectives will be adjusted to the new principles. See also

page 46.
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DIRECTORS" REPORT

Strategy for the Real Estate Portfolio

Geography

Castellum’s real estate portfolio is located in five Swedish growth regions.
Within each of these regions focus is placed on market areas and sub-
markets where sufficient volume can be achieved for rational management
with a strong and clear presence. There are currently no plans of making
investments outside of Sweden.

The development of the real estate and rental markets are, both
nationally as well as regionally, dependent on the long-term economic
growth, The most important prerequisites for economic growth are a well
educated work force, access to good infrastructure, entrepreneurship and a
young well educated work force moving in. To make sure that investments
are concentrated to areas within the country with expected high economic
growth, Castellum is continuously watching the development on the
different sub-markets.

Type of property

The real estate portfolio mainly consists of premises for office and
retail as well as flexible warehouse, logistics and industrial premises in
attractive locations, The properties should be genera! and adjustable for
new tenants.

The lease portfolio is characterized by good diversification considering
lease durations as well as a large number of tenants in many fields of
business.

The remaining residential properties, which potential from a cash flow
perspective is considered to be less than for commercial properties, will
gradually be disposed off.

Investrments
The reat estate portfolio shall be continuously enhanced and developed

in order to increase occupancy rates, increase rents and improve cash flow.
Develepment potential shall be added through acquisition of properties
which can be developed by the organisation and which comply with the
company’s earnings requirements.

In cases where new construction offers a competitive alternative,
Castellum will participate in the new construction of commercial
properties, however no major speculative projects, at a rate dictated by
demand. The company holds a number of well situated sites with builaing
permission and acquisition of further sites with building permission in
attractive locations forms part of the company’s strategy.

The objective is that all investments, irrespective of whether they
involve work on existing properties, new acquisitions or new construction,
shall show a positive cash flow and return after full interest charge and
depreciation within 12 months, and have the potential for future asset
growth.

Sales
Castellum’s strategy also includes selling properties at the right price if
the company’s organisation can no longer create added value, or when the
calculated future value determined on an earnings basis can be obtained
by selling. By sale of properties the value growth in the real estate
portfolio can be made visible on an ongoing basis and new investments
can be financed.

|
!
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Eklandia
Fastighets AB

Central and Nothern Gothenburg

Forry Sjiigren HB

Southern Gothenburg, M&Indal and Bords

&

BRIGGEN

Malmé, Lund and Helsingborg

BROSTADEN

Stockholms® inner suburbs

1% Corallen

Virnamo, 18nkdping and Vaxjd

;\TASPHOLMEN

CFASTIGHETER AB

Orebro, Uppsala and Visteras

DIRECTORS® REPORT

Organisation

Castellum’s strategy is to manage its properties in a decentralised and
small-scale organisation with wholly owned local subsidiaries, with the
aim of achieving proximity to and knowledge of the local real estate and
rental markets. In order to strengthen the local identity, the companies
operate under their own names.

The subsidiaries’ organisation
Each subsidiary has between 22-35 employees. A flat and customer
oriented organisation, including the levels Managing Director, property
manager and local facility manager, gives a short decision making
process creating the preconditions for good customer service and efficient
handling of business opportunities in the local markets.

The facilities managers have the most contact with the tenants, and are
the natural representatives of the landlord.

Purchasing external services

In cases where external services are purchased, high demands are made
on companies used in terms of quality, customer contact, service and
environmental awareness.

The company possesses decentralised purchasing expertise for
negotiations when implementing projects involving new construction,
extension or refurbishment work. The Group does not have its own
organisation for undertaking contracts.

Measuring and comparing

The subsidiaries are actively managed by means of the parent company
measuring and comparing management efficiency and asset growth in
the real estate portfolio. The companies can benefit from each other’s
experiences and methods, and specialist expertise can be made available
to the whole organisation.

Castellum AB

The parent company controls decisions on major investments, acquisitions
and sales of assets through involvement in the Board of each subsidiary.
The parent company is also responsible for financing, the consolidated
accounts, the provision of information, overall IT/IS strategies and
personnel matters. The parent company has 13 employees.

IT/IS-strateqgy

The application of IT/IS (information technology/ information systems)
in the Group supports the operations’ business objectives and facilitates
effective reporting and monitoring of operations. The technological
platform is made up of local networks integrated into a group wide
network using a limited number of standard products, resulting in lower
maintenance costs in the long term.

Castellum will have stable and efficient systems with controlled
architecture providing for fast and cost effective modifications as
requirements and technology change.

During the end of 2004 an implementation of a new real estate and
business system was started. The implementation is expected to be
completed by all subsidiaries after the summer of 2005.
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The increasing use of IT/IS also places greater demands on information
security. Over the past years, the work focused on improving security has
continued.

[T/IS-matters occupies equivalent to 6 full time employees. Castellum’s
total costs for IT/IS amounts to approx. SEKm 15 per year, equivalent to
approx. SEK 75 000 per user.

Employees

Committed and skilled employees are a prerequisite for obtaining
Castellum’s objective of satisfied and profitable customers. In order to
retain and develop the employees’ skills ongoing training programs are
operated and opportunities are created for internal sharing of experiences.
The group is working actively for equal opportunities on all levels.

The employees’ view on Castellum is measured in a survey showing
their attitudes towards their own working conditions, the company and
its management. Castellum receives high marks in the survey and the
employees show great faith in the company and are well familiar with the
organisation’s objectives and strategies. The survey is completed every
other year in order to give time to reflect on and work with the views that
come to light.

Training
Ongoing training programs are held within the group. For example many
group-wide development programs specified for different work categories
are held, such as facilities managers, receptionists and managerial staff.
The development programs provide, besides increased knowledge, also
motivation for continued development work and improved contact among
employees within the group.

Beside the group-wide development programs individual development
plans are set up locally in each company during the annual employee
discussions.

Sharing of experiences

In order to retain skills and competence within the group conditions for
sharing of experience between the companies are created. Group-wide
projects where strategic issues are discussed are held with members from
all companies. Examples of topics covered are development of efficient
premises for a certain target group and branding of properties.

Apart from the projects there are fixed groups which are regularly
discussing issues in specific areas such as marketing, IT and the
environment.

Once a year all employees within the Castelium group attend a
common Castellum-day in order to among other things share experiences.

Bonus programme

In order to increase commitment and involvement among the employees
a bonus programme providing every permanent employee with the
opportunity to get part of their respective company’s achieved improve-
ment in the results is in place.

Employees

The group had 183 employees at the year end. The share of women was
35%. Employee turnover was just over 7% during the year and absence
due to illness was 3%. On the following spread employees within the
Castellum group are shown.
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James services is an exampile of a service offered to tenants in
some properties in Stockholm and Gothenburg, Among the
services offered are dry cleaning, day-to-day shopping.
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be familiar with
wishes put forw.
is always made

Added value

Customer Index

continue,

SATISFIED CUSTOMER

Satisfied Customer Index (5CI}

As a basis for continued improvement work, customer attitudes are
measured by means of various internal and external surveys. Castellum
has for several years participated in the Property Barometer Satisfied :

REPORT

Customers

Castellum’s properties shall be efficient, flexible and customised to suit

the tenant’s needs. The overall objective is to have satisfied and successful

customers. The most important factor in customer relations is therefore

the daily dialogue with the customers. The tenants must always know who

to contact for the various situations that may occur. Every property has a

facility manager for the tenants to contact. ,

For the tenants to perceive Castellum's premises as efficient and flexible
a great deal of sensitivity and a positive dialogue is needed in order to

the tenants’ operations and understand the demands and
ard. The planning of work to improve premise efficiency
in close dialogue with the tenant.

An important factor is the ability to offer well thought out services and
supplementary services making it possible for the customers to in an
efficient way focus on their own operations.

(SCI). The SCI consists of three question areas: the

overall satisfaction with the landlord, how well the landlord meet the
expectations and how close the landlord is to the ideal landlord. The
survey shows that the faith in Castellum has improved compared to 2003
and is still consistently high putting Castellum in fourth place among 18
participating real estate companies.

Even though Castellum scored higher than average in every area
measured there are still details in the cooperation with the tenants that
can be improved and the work to enhance customer relations further will
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Responsible Business

In all activities employees are repeatedly faced with situations in which
their actions are based on their own judgement. It is not possible to
contre! everything with rules and policies, but a starting point must be a
corporate culture that is based on high ethical ideals and the ability always
to strive to act in a way that does not create ethical or moral misgivings.

There are a number of factors that affect 2 person’s own perception of
ethical and moral issues, either on their own or in combination. These
factors, which can be referred to as society’s value base, go a significant
way towards forming a given society’s culture. They thus also create the
fundamental conditions that determine what is valued, and how, at a given
point in time.

The UN’s Global Compact code of conduct with its nine principles is
largely in line with the basic vision and values that Castellum applies with
regard to human rights, labour conditions and environmental issues.

Castellum's values

The way in which companies and employees perform their work on a
day-to-day basis are crucial in creating a successful, responsible company.
Castellum'’s objective is to conduct good, sound business in all respects.
Castellum’s code of conduct is based on a number of principles.
Commercial viability: The reasonable, legitimate demands of various
parties must be observed. Actions must be characterised by competence,
sound business ethics and acknowledgement of responsibility. Competi-
tive benefits are gained while at the same time treating competitors in a
proper way.

Quality and service: Premises are maintained to such a degree that they
satisfy promises given and tenants’ expectations in terms of service and
standards. This is reflected in an attitude that must be characterised by
professionalism in contacts with each and every individual.

Laws: Laws and ordinances as well as other applicable rules and
regulations must be observed both by employees, tenants and by any
supplier/subcontractor engaged.

Discrimination: No employee, tenant or supplier/subcontractor may be
discriminated against for reasons of race, skin colour, origin, religion, age,
pregnancy or sexual orientation.

Work environment: With due regard to the nature of the business, the
work environment must be clean and free from all kinds of pollution for
both employees and tenants.

Safety: There must be the best possible levels of safety in the business
itself and in and around the properties,

Social responsibilitylbenefit: In Castellum’s role as a major real estate
company, with a focus on commercial properties, the company must be
able to offer customised premises for various purposes.

In a responsible business the basic principles must serve as a basis for
action and be reflected in day-to-day operations.

In ethical issues, behaviour must be whatever is best in the long term
for various parties.

Honesty in marketing and contacts with tenants means not promising
anything that does not correspond with reality.

The business must be characterised by sound business morals and good
business practice. Commitments that are made must be honoured, and
promises must be kept. Every agreement must be respected in its spirit,
not simply by the letter.
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“Castellum’s business shall be run with
the least possible impact on the environ-
ment and shall use resources sparingly in
order to contribute towards achieving a
sustainable development”.

DISTRIBUTION OF ENERGY
CONSUMPTION FOR HEATING

Gas b
e Eleciricity 4%

ENERGY AND WATER CONSUMPTION

Not adjusted for degree day 2004 2003 2002

District heating MWh 143565 152762 144073
Electricity, MWh 95129 93424 89762
0il, MWh 11781 14091 16232
Gas, MWh 9725 8979 9319
Total, MWh 260200 269 256 259 386
Water, m3 765227 803445 789834

Lettable area Dec 31, thous sqm. 2 505 2437 2381

Confidential, sensitive information, relating to both the business and the
share price, must be treated with a high degree of confidentiality.

Castellum must strive to provide open information, within the rules
prevailing for companies listed on the Stock Exchange, for various groups
of interested parties, and must adopt a democratic approach to issues
relating to the ability of employees to become involved, and must ensure
that there is respect for those with different views.

Being a responsible company must be seen as a competitive benefit,

The company must respect ecological considerations and environmental
values for both current and future generations.

Castellum and the Environment

Castellum develops and adds value to its real estate portfolic and warks
for the business to operate with the least possible impact on the environ-
ment and in a way that uses recourses sparingly. All in order to contribute
to a sustainable development. A prerequisite for achieving this objective
is dedicated and well-educated employees and co-operation with
environmentally friendly entrepreneurs, suppliers and consultants, The
environmental adaptation process is characterised by a comprehensive
longterm view, meaning that the environment is taken into consideration
in every decision making process.

In order to succeed with the long term work towards a sustainable
Society, Castellum has an environmental management system in the form
of a policy, guidelines and overall strategies for a number of environ-
mental areas. The work is performed locally by each subsidiary through
annual planning of the environmental work by setting objectives and
taking measures, which are followed up regularly. The environment
adaptation process is also followed-up every year by external audits. The
environmental work has for several years been a natural part of day-to-day
operations.

As a confirmation that the work is making progress, Castellum has for
7 years been rated as one of the 50 most environmentally progressive
listed companies selected by Robur/Féreningssparbankemas’ Environ-
mental Fund.

Management support and environmental training

Castellum’s management initiated the process to make the operations
environmental friendly in 1995 and have always taken an active

role in the work. Continuously enhanced skills is a prerequisite for
Castellum’s organisation where the environmental work is performed in a
decentralised way. All employees within Casteltum have basic training in
environmental matters. Most employees have also completed training in
specific areas such as energy matters and materials selection.

During 2005, all employees will participate in an interactive training
program, “Environment licence”. The training involves approx. five
hours of study and is completed by a test covering the nine largest
environmental matters.

An internal attitude survey within Castellumn shows that environmental
issues have very high priority among the employees.

Within Castellum there is an environmental group where the environ-
mental co-ordinator from each company is represented. The group
provides a facility for sharing experiences from the environmental work
being performed within the Castellum Group. The group also assesses the
environmental work and product/methodology development taking place
in the world at large.

Co-operation with customers and suppliers
A prerequisite for success with the environmental adaptation process is
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active co-operation with tenants, suppliers and entrepreneurs. Procure-
ment is made with suppliers and entrepreneurs that work actively with
environmental issues themselves and the requirements are reviewed every
year.

Information about the progress being made, in terms of the environ-
mental work, is important in order to keep employees, customers and
other interested parties updated and willing to participate in the work.
Information is provided by such means as information meetings, customer
visits, customer newsletters and the Internet.

The companies within the Castellum Group collaborate with municipal
authorities, universities and company associations for sharing of know-
ledge and experiences. For example Fastighets AB Brostaden takes part
in a cornpetition managed by the Swedish Energy Agency in order to
develop techniques and measures to reduce energy consumption in the
properties.

Environmental work in 2004

Energy

During 2004, Castellum has been working actively towards a lesser use of
energy and turning to more environmental adapted energy sources in order
to minimise the effect on nature. A regular review of consumpticn levels
enables efforts to be directed towards properties with high consumption
and examples of measures implemented are expansion of computerised
control and regulatory systems for heating and ventilation, adjustments of
thermostat valves and adaptation of cooling to meet users’ needs. Work

on energy saving is financially profitable and also improves the quality of
administration.

During 2004, heating systems have been converted from oil and
electricity to district heating in properties totalling approx. 12 thous. sq.m.

Ground heating and cooling have been installed in properties of approx.
5 thous. sq.m. and a follow-up shows that the use of electricity for heating
and cooling is halved compared with the use of a conventional system.
The pay-off period is 4-5 years and the maintenance cost are the same as
for a conventional system.

Ground heating, heating by condensing boilers and heating of hot water
through sun panels has been instalied in a number of properties with very
good results.

Since 2001, the entire Castellum Group uses only electricity labelled
“Hydro power”.

Environmentally certified properties and materials

An inventory regarding any possible environment or health risk such as
hazardous substances, pollution to the ground, radon, moist/mould, OVK
{mandatory ventilation control), operations requiring special permits, and
energy and water consumption has been completed for 78% of the proper-
ties, of which approx. 450 thous. sq.m during 2004. The methods used
differ between the companies, an example is “Miljdstatus f5r byggnader™.

Waste
Construction of systems for on site wastesorting with at least six
categories has been completed in commercial properties totalling
approx. 82 thous. sq.m during 2004. In total, there are systems for on site
wastesorting in 55% of the commercial portfolio, correspondent to 1,300
thous, sq.m.

During 2004, the project *Clean ideas” was started together with
Malmé University in order to improve on site wastesorting and the tenants
commitment.

For further information about Castellum’s environmental work see
www.caste/lum.se
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The Real Estate Portfolio

The Swedish market is characterised by In Sweden there are almost 3 million properties with a total tax
a iarge number of p/ayers with limited assessment value of SEK 3,600 billion, of which the majority are

Ly residential properties. The tax assessment value for properties intended
market shares. Casteflum, which is one ) . . ) )
for commercial use {office, retail, warehouse and industrial properties)

of the largest real estate owners in can be roughly calculated to approx. SEK 700 billion, spread over approx.
Sweden, has a market share that can be 200,000 properties. According to available statistics for transactions
estimated to approximately 1% of the carried out during the year, the market value amounts to about twice as

much, i.e. a market value of SEK 1,500 billion. Of this, Castellum, who
is one of the major real estate owners in Sweden, owns approx. SEK 20
billion equivalent to about 1%.

The largest real estate owners in Sweden are, in addition to the listed

total commercial rental market.

companies, Swedish and foreign institutional investors and publicly
owned companies. In addition, there are a large number of smaller real
estate owners, such as smaller real estate and construction comparies, the
user and private persons. Due to the very scattered ownership without any
dominating real estate owner, the competitors differ between the different
sub-markets.

The rental market

The rental market, i.e. the market for leasing premises, and its
development is closely related to the development of the Swedish
economy. With growth in the economy and employment rates, the demand
for premises increase. Provided that the supply does not increase more
than the demand, the vacancy rates will improve followed by increased
rental levels. Continued growth and demand together with lew vacancy
rates and increasing rental levels makes new construction possible with
increasing supply as a consequence. Stagnation in the Swedish economy
gives the opposite relation. If the supply increases more than the demand,
the vacancies will increase with decreasing rental levels as a result. The
magnitude of these cycles dependens on how large the difference is
between supply and demand.

The period up to 2001 was charactarised by an increasing demand for
premises with decreasing vacancies, increasing rental levels and new
construction as a result. The relation is especially significant for the
Stockholm market with large increases in rental levels and extensive new
construction. The subsequent stagnation, especially in the IT, telecom
and financial sectors, decreased demand for premises and particularly the
Stockholm market, where new construction had been significant, became
unbalanced. This resulted in increasing vacancies as well as decreasing
rental levels. Other parts of Sweden, where new construction has been less
extensive, have been relatively unaffected regarding vacancies and rental
levels.

The economic growth improved during 2004. The business
environment had a positive development, mainly due to improved
efficiency and costs savings and less to increasing employment rates. The
demand for premises appears to have reached bottom during 2004 and
some improvement in the demand has been noticed during the [ater part of
the year. Even though, some pressure on prices remain in the Stockholm
—— Euroroads area, the rental levels in other parts have been relatively stable.

For 2005 the estimation is slow growth in the demand for premises,
which will have a positive affect on vacancies in the long-term. However,
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the vacancy rate is on such a level that it will take time before the rentat
levels show real increase.

The real estate market

The real estate market, i.e. the market for buying and selling properties,
has during the last couple of years become more and more intemational
with many transactions over national borders. The property prices are
mainly based on the net operating income from the properties as well as

the buyer’s required yield. Even though the net operating income from the

properties have been under pressure during the latest years, the property
prices have been stable and in many cases increasing. The explanation

is that both Swedish and international investors have decreased their
required yield. Decreasing required yields is not a Swedish phenomenon,
it has also been noticed on the international real estate market.

Turnover on the real estate market has, during 2004, continued to be
high with transaction volumes on the same levels as the top-year 2003,
Tumover for the year can be roughly estimated to approx. 5% of the total
underlying property value.

Castellum’s real estate portfolio

Castellum'’s real estate portfolio is concentrated to a few selected sub-
markets where the local subsidiaries have a strong positien. Castellum’s
geographical sub-markets can be characterised as stable, with good
prospects for long-term positive growth. The local market conditions,

however, do show significant variations even within the individual regions.

On December 315t 2004 Castellum’s real estate portfolio comprised
492 properties (500} with a total rental value of SEKm 2,130 (1,995) and
a total lettable area of 2,505,000 sq.m. (2,437,000). The book value was
SEKm 14,741 (13,911), while a valuation at the year-end indicated a total
value of SEKm 19,449 (18,015).

The real estate portfolio which consists solely of Swedish properties
in 30 (31) of the 290 municipalities in the country as a whole, is located
in five growth regions: Greater Gothenburg, the Oresund region, Greater
Stockholm, Western Smiland and Milardalen. The main focus of the
portfolio, equivalent to 78% of the properties’ rental value at the year-end,
is in the three major urban regions.

The commercial portfolic consists of office and retail properties, 64%,
as well as warehouse and industrial properties, 34%, concentrated to
well-located employment areas with good communications and services.
Castellum’s remaining residential properties, equal to 2% of the portfolio,
are situated in central locations in Gothenburg and Helsingborg.

Investments and sales
During the year, investments for a total of SEKm 1,268 (1,108) and sales
for a total of SEKm 494 (397}, with a capital gain of SEKm 190 (180},
were made.

Since 1997, Castellum has made investments of SEK 10 billion and
sold properties for SEK 4 billion.

Net leasing

During the year about 600 leases were signed with a total annual value of
SEKm 163 (147), while contracts terminated and bankruptcies amounted
to SEKm 179 (144). Hence, net leasing for the year was SEKm -16 (3).
Reports on the development in the local markets may be found in the
various regional summaries.

CHANGES IN THE REAL ESTATE PORTFOLIO

Book value, SEKm  Number

Real estate portfolio January 1st, 2004 13911 500

+ Aquisitions 848 20
+ Investments in existing properties 420 -
- Sales -304 -28
- Depreciation =132 -
- Write-downs net -2 -

Real estate portfolio December 31st, 2004 14741 492

NET LEASING PER QUARTER

SEKm - .
80 Il New leases IR Terminations = Nat leasing

50

2000 2001 2002 2003 2004
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CASTELLUM'S REAL ESTATE PORTFOLIO 31-12-2004
Net
Area Book Book Rental  Rental Economic  Rental Property  Property operating
No.of  thous. value, vatye  value,  value occupangy income,  costs, costs,  income,
properties 5q.m. SEKm SEK/sq.m.  SEKm SEKisg.m. rate SEKm  SEKm  SEKfsg.m. SEKm Yield
Office/retail
Greater Gothenburg 67 335 2795 83650 368 1099 895% 329 89 265 240 8.6%
Oresund Region 43 282 26117 9255 336 17190 91.1% 306 80 283 226 B7%
Greater Stockholm 36 243 1893 7784 298 1224 B824% 245 83 342 162 8.6%
Western Sméland 35 186 1075 5776 161 867 92.8% 150 46 246 104 9.7%
Malardalen 42 177 1048 5919 160 903 895% 143 45 256 98 9.3%
Total office/retail 223 1223 9422 7706 1323 1087 887% 1173 343 280 830 B8.8%
Warehouse/industrial
Greater Gothenburg 82 436 1896 4345 271 622 952% 258 52 119 206 10.9%
Oresund Region 37 243 880 3625 151 622 90.2% 136 36 147 100 11.4%
Greater Stockholm 30 179 749 4193 137 768 B8%.1% 122 40 222 82 11.0%
Western Sméland 32 177 425 2397 78 441 83.6% 66 15 84 51 11.9%
Malardalen 27 116 418 3599 73 628 84.1% 61 17 153 44 10.4%
Total warehouse/industrial 208 1151 4368 3794 710 617 90.6% 643 160 139 483 11.1%
Residential
Gothenburg 15 23 164 7180 23 989 98.5% 23 8 341 15 89%
Helsingborg 8 27 221 8077 27 990 99.2% 27 8 310 19 83%
Total residential 23 50 385 7669 50 990 99.1% 50 16 324 34 8.6%
Total 454 2424 14175 5847 2083 859 89.6% 1866 519 214 1347 95%
Leasing and property administration 96 40 -96 -0.7%
Total after leasing and property administration 615 254 1251 8.8%
Development projects 9 81 401 - 47 - - 32 16 - 16 -
Undeveloped land 29 - 165 ~ - - - - - - - -
Total 492 2505 14741 - 2130 - - 1898 631 - 1267 -

The tabie above relates to the properties owned by Castellum at the end of the year and reflects the income and costs of the properties as if they had
been owned during the whole year. The discrepancy between the net operating income of SEKm 1,267 accounted for above and the net operating
income of SEKm 1,231 in the income statement is explained by the deduction of the net aperating income of SEKm 5 on properties sold during the year,
as well as the adjustment of the net operating income of SEKm 41 on properties acquired/completed during the year, which are recalculated as if they
had been owned or completed during the whole year,

RENTAL VALUE BY PROPERTY TYPE, EXCL. PROJECTS

RENTAL VALUE BY REGION, EXCL. PROJECTS

Warehouse/
ial 34

Greater

Gothenbur Stockholm 21

Oresund Region gS?é\‘

Greater

Malardalen 11%

Woestern Smaéland 11%

S—

PROPERTY RELATED KEY RATIOS

2004 2003 2002 2001 2000 1999 1998 1997
Rental value, SEK/sq.m. 859 829 79% 747 694 665 656 641
Economic occupancy rate 89.6% 90.7% 91.5% 93.0% 92.4% 91.3% 89.7% 88.6%
Property costs, SEK/sq.m. 254 244 235 237 225 231 248 261
Net operating income, SEK/sq.m. 516 508 496 457 416 376 342 307
Yield 8.8% 9.0% 9.1% 9.1% 8.9% 8.4% 8.1% 71.5%
Book value, SEK/sg.m. 5 847 5664 5424 4994 4694 4470 4211 4105
Number of properties 492 500 508 526 547 565 557 583
Lettable area, thousand sq.m. 2 505 2437 2381 2338 2309 2232 2072 2106
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Investments of the year

SEKm 1,268

Sales of the year

SEKm 494

INVESTMENTS AND SALES PER YEAR

sekm M lnvestments in existing properties I Acqusitions
2000 i Property sales

1500

= Net investment

-1 00¢

1997 1998 1999 2000 2001 2002 2003 2004

INVESTMENTS AND SALES PER REGION

SEKm Il Investments in existing properties Wl Acquisitions
500 L2 Property sates = Net investment

Greater Gresund Greater Western  Malardalen
Gothenburg Region  Stockhalm  $méland

Investments and Sales

Castellum strives towards constantly improving and developing its

real estate portfolio by acquisitions and investments in refurbishment

and extension of existing properties as well as new construction. The
investments are made in order to improve cash flow and increase the
value of the properties. New development projects are added on an
ongoing basis through the acquisition of both properties with development
potential and unutilised building permissions.

During 2004, Castellum invested a total of SEKm 1,268, of which
SEKm 848 were acquisitions and SEKm 420 were investments in existing
properties. Castellum completed major projects for a total value of SEKm
400 and has ongoing projects for a total value of SEKm 300, of which the
outstanding investment volurne amounts to approx. SEKm 200.

Castellum’s project portfolio contains good risk exposure with many
projects in several locations and with a large number of tenants in several
different sectors.

During the year, properties have been sold with a total sales price of
SEKm 494 and a capital gain of SEKm 190.

Investments

Greater Gothenburg

Castellum acquired the office property Nordstaden 2:16 of 16,500 sq.m. in
Ostra Nordstaden in Gothenburg for SEKm 217. The property forms part
of the shopping mall Nordstaden. The occupancy rate was approx. 80% at
the time of taking possession.

In Gamlestaden in Gothenburg, Castellum acquired the office property
Gamlestaden 22:14 of 19,500 sq.m. for SEKm 91. The economic
occupancy rate is approx. 95%.

Castellum acquired the office property Berguven 1 of approx. 7,000
sq.m. in Molndal for SEKm 29. The property holds an unutilised building
permission of 5,000 sq.m. The economic occupancy rate was approx. 85%
at the time of taking possession.

In the Borgis/Varla area in Kungsbacka, the office and warehouse
property Varla 2:415 of approx. 3,400 sq.m. was acquired for SEKm 25.
The property also holds an unutilised building permission of 1,000 sq.m.
The property was fully let at the time of taking possession.

During the fourth quarter 2004, the investment on the property
Kobbegirden 6:360 in Sisjon industrial estate in Gothenburg was
completed. The investment totalled SEKm 23 and comprised extensions
of approx. 4,500 sq.m. warehouse premises to an existing property. The
property is fully let.

On the existing property Skir 58:1 an investment of SEKm 52 is in
progress. The investment comprises mainly an extension for garage and
storage of 4,700 sq.m., but also refurbishment of existing office premises.
The investment is expected to be completed during the third quarter of
200S.

Oresund Region

In Lund, Castellum has acquired the office property Traktorn 2 with a
lettable area of 12,000 sq.m. for SEKm 114. Most of the premises are let,
but some refurbishment and extension wortk is planned in order to suite
several types of operations.
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Further, Castellum acquired the property Pilbigen 9 in Berga in
Helsingborg for SEKm 55. The property consists of an office and =
warehouse building totalling 11,700 sq.m. The economic occupancy rate
was approx. 70% at the time of taking possession. . ay ' :

In Lund, the office property Rudebok 2 of 4,700 sq.m. was acquired for - 144 B ; |
SEKim 42. The property is fulty let. g tw LI oo

In the proximityof Castellum’s existing real estate portfolio in Berga “id . :
in Helsingborg, the office property Kroksabeln 18 of 3,500 sq.m. was i -H W ,
acquired for SEKm 22. The economic occupancy rate was approx. 90% at :
the time of taking possession.

In the area Bulltofta in Malmg, Castellum acquired the fully let office ]
property Flygledaren 3 of 1,600 sq.m. for SEKm 12.

The decided investments regarding the conversion of Malmé’s old sock
factory, Hilsingland 19, to 10,500 sq.m. modern office and retail premises — I
is now completed. The investment totalled SEKm 93. The property’s 3",;‘ i ‘ :
completed premises are fully iet, but one additional story is yet to be ' L 7
converted as soon as lease agreements are signed. - o Napdi

During 2004, the investment in the retail property Spénnbucklan 16 L b
in Fosie area in Malmé was completed. The investment totalled SEKm -
27 and comprised mainly new construction of approx. 2,500 sq.m. retail 3 ; 7
premises. The property is 85% let. e !

On the previously undeveloped property Vilten 4 in Lund, a new _'A'
construction of 3,100 sq.m. was completed. The investment totalled [Z= e
SEKm 20 and the property is fully let.

During the year, an ongoing refurbishment process on the property
Pilbdgen 6 in Helsingborg was completed. The investment comprised
conversion of previous warehouse premises into premises for retail of
capital goods through investments such as new windows and front doors,
ventilation, lighting and electricity. The investment totalled SEKm 19 and
the property is fully let.

During the year, an investment in the property Tislarna 9 in Malmg of
SEKm 11 was completed. The investment comprises extensive conversion
of worn down industrial premises into modern office premises with
cooling, garage and storage and an upgrade of the outside environment.
The property is 80% let.

On the property Sankt Clemens 22, which is adjacent to the galleria
Carl Werner in Lund, Castellum has decided to make investrents of
SEKm 33 in new construction and refurbishment of 3,300 sq.m. retail
premises. The investment is expected to be completed during the fourth
quarter of 2005.

In Helsingborg, an investment on the property Kulan 1 is in progress.
The investment totals SEKm 26 and comprises mainly extension of
approx. 3,300 sq.m. warehouse premises. The investment is expected to

Traktorp 2 bupd:2 't oy L b ‘

. o e e een S LRI e e e e e whe | ASTR O

be completed during the third quarter of 2005, | M . l-

: |
Greater Stockholm o
Castellum has acquired the site leasehold Lagerhatlen 2 in Arsta, e L-:'-:l_‘ = i
Stockholm. The site holds a warehouse and industrial building of approx. HT f:.: 2 e e s o :
13,000 sq.m. with an economic occupancy rate of 80%. The acqusition == 1 e :;f__?;_f'{::‘ s = '
price was SEKm 47. B S A B S E | oo e

kurva is now completed. The investment, which totalled SEKm 35, will
provide the area Smista Park, which presently is under development, with

Castellum’s investment in the infrastructure in Smista Allé by Kungens : oo e = o i
higher accessibility and identity, one OIKOQING I
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LARGER PROPERTY ACQUISIONS 2004

SEKm
Nordstaden 2:16, Gothenburg 217
Traktorn 2, Lund 114
Gamlestaden 22:14, Gothenburg 9
Visionen 1, J&nkdping 82
Pilbagen 9, Helsingborg 55
Dragarbrunn 16:2, Uppsala 50
Lagerhallen 2, Stockheim a7
Rudebok 2, Lund a2
Berguven 1, M&indal 29
Varla 2:415, Kungsbacka 25
Kroksabeln 18, Helsingborg 22
Overlappen 13, Jankdping 16
Rédspattan 1, Vdrnamo 13
Flygledaren 3, Malmé 12

Képmannen B, Visteras

1

LARGER COMPLETED PROJECTS 2004

up to 2004, SEKm

Halsingland 19, Malmd
Smista Park, Stockholm
Visiret 2, Stockholm
Spannbuckian 16, Malmd
Kobbegarden 6:360, Gothenburg
Vilan 7, lénképing
Vialien 4, Lund

Pilbdgen &, Helsingborg
Ekends 1, Stockholm
Hotellet 8, }onképing
Tisttarna 9, Malmt

a3
35
30
27
23
23
20
19
17
15
"

LARGER ONGOING PROJECTS 2004

up to

2004 2005+  to be completed
Skér 58:1, Gothenburg 16 36  Quarter 3, 2005
Bolanderna 30:2, Uppsala 34 6  Quarter 1, 2005
5t Clernens 22, Lund 1 32  Quarter 4, 2005
Dragarbrunn 16:2, Uppsala 7 25  Quarter 3, 2005
Kulan 1, Helsingborg 1 25  Quarter 4, 2005
Hacksta 1, Visterds 9 16 Quarter 2, 2005
Elektra 3, Stockholm 8 2 Quarter 1, 2005
Vagporten 5, Jénkdping 7 2 Quarter 1, 2005
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In the just mentioned Smista Park, Castellum completed a new
construction aimed for sale of private cars on the property Visiret 2. The
investment, which was completed at the year-end, totailed SEKm 30 and
the property is fully let.

On the property Ekenis 1 in Kista, Castellum has completed an
investment during the year of SEKm 17. The investment comprised for
example a new entrance and refurbishment of office premises.

In Vistberga in Northern Stockholm, Castellum invested approx.
SEKm 10 in the property Elektra 3. The investment comprises for
instance conversion of warehouse premisens to retail and office premises,
construction of a new mezzanine, new entrance and improved heating and
ventilation, The investment concems refurbishment for existing tenants
and is expected to be completed during the first quarter of 2005.

Western Sméland

Castellum acquired the property Visionen 1 located in the A6 area in
Jénk&ping, for SEKm 82. The property consists of office and production
premises of approx. 9,600 sq.m. The economic occupancy rate was 85%
at the time of taking possession.

During the year, the mainly unlet warehouse property Overlappen 13
of 5,000 sq.m. in Jnkdping, was acquired for SEKm 16.

Castellum acquired the warehouse property Rodspittan 1 of 4,700
sq.m. in Virnamo for SEKm 13 during the year. The economic occupancy
rate is approx. 50%.

During the year, Castellum completed an investment on the property
Vilan 7 in Jénk&ping. The investment totalled SEKm 23 and comprised
refurbishment of a total area of 4,600 sq.m. existing office and warehouse
premises on the property. The property is 90% let.

During the first half year 2004, an investment on the property Hotellet 8
in Jonkoping was completed. The investment totalled SEKm 15 and
comprised refurbishment and expansion of retail premises for existing
tenants. The property is in principle fully let.

In Jénkoping, Castellum is investing SEKm 9 in the property
Vigporten 5. The property’s previously wom down industrial premises
will be converted into office and retail premises. The property will after
the investment, which is expected to be completed during the first quarter
of 2003, be fully let.

Mélardalen
Castellum has acquired the office and retail property Dragarbrunn 16:2 of
5,600 sq.m. in central Uppsala for SEKm 50. The office premises, which
are presently untet, will be completely refurbished for SEKm 32. The
investment is expected to be completed during the third quarter of 2005,
In Visterds, Castellum acquired the totally unlet warehouse and
industrial property Képmannen 8 of 2,600 sq.m. for SEKm 11.
In Uppsala refurbishment work is in progress in the unlet parts of
the property Bolanderna 30:2. The investment comprises conversion
of approx. 7,000 sq.m. logistics premises into premises for commerce
of capital goods as well as a new glass entrance in order to profile the
property’s new use. The investment of SEKm 40 will be completed during
the first quarter of 2005.
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In the area Vister Hacksta in Viisterds, Castellum will carry out a
new construction for SEKm 25. The investment comprises a new built
industrial property with a total area of 2,900 sq.m., including an office
area. The investment is expected to be completed during the first half of
2005 and the property is fully let.

Sales

Greater Gothenburg

During 2004, Castellum sold 12 properties in Greater Gothenburg for a
total of SEKm 223 with a capital gain of SEKm 106.

Of the sales during the year, 8 were residential properties in central
Gothenburg which were sold for SEKm 154 with a capitat gain of SEKm
82. All the residential properties were sold to tenant-owners' associations.

Further, Castellum has sold three warehouse and industrial properties,
of which one was located in Mélndal and two in Gothenburg. The sales
totalled SEKm 38 with a capital gain of SEKm 10. Castellum has also sold
one office and retail property in central Gothenburg for SEKm 31 with a
capital gain of SEKm 14.

Oresund region
In the Oresund region, Castellum has during 2004 sold 13 properties for a
total of SEKm 243 with a capital gain of SEKm 83.

Of the sales during the year, 10 were residential properties in
Helsingborg which were sold for SEKm 199 with a capital gain of SEKm
72. Four of the properties were sold to tenant-owners’ associations.

Further, Castellum sold two warehouse and industrial properties for
SEKm 32 with a capital gain of SEKm 7. Of the properties so0ld one was
the only remaining property in Angelholm and one a property in Lund. In
Malmé one small office and retail property was sold for SEKm 12 with a
capital gain of SEKm 4.

Western Smdland

Castellum has, during the year, sold two industrial properties in Western
Sméiland, one located in Vimamo and one in Gnosjs, for a total of
SEKm 16 with a capital gain of SEKm 1.

Mdélardalen

During the year, Castellum sold one fully let industrial property of approx.
7,000 sq.m. in K&ping, for SEKm 12 which was equal to book value.
After the sale, Castellum owns one office property in Képing.
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The real estate portfolio in Greater
Gothenburg, which mainly is located
in Gothenburg, Mdindal and Boras, is
equivalent to 32% of Casteflum'’s total

real estate holdings.

MARKET RENTS (INCL. HEATING)

GOTHENBURG MOLNDAL BORAS
Office
Central 1 200-2 300 9001 4040 800-1 000
Warking area 650 -1 250 S00-1 000 400-800
Retail
Central 3000-7 2000 1200-2500 1500-2500
Working area 800-3 600 500-1 500 5001 200
Warehousefindustrial
Well-situated A50-850 450-850 350-600
YIELD AT SALES
GOTHENBURG MOLNDAL BORAS
Office
Central 6.0%-8.0% 65%-8.0% 7.5%-8.5%
Working area 7.0%-9.0% 7.5%-10.0% B5%-11.0%
Retail
Central 6.0%-7.5% 6.0%-8.0% 7.0%-8.0%
Working area 70%~9.0% 7.0%-11.0% 8.0%-11.0%
Warehouse/industrial
Well-situated 7.5%-105% 7.5%-9.5% 9.0%-11.0%
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Greater Gothenburg

The Gothenburg region, with just under one million inhabitants, has a
central location between Copenhagen, Oslo and Stockholm, making the
Gothenburg region a natural centre within Scandinavia. The Gothenburg
region has a long and successful tradition of industry and commerce, even
if the growth in knowledge-based high-tech companies has increased
significantly. The Gothenburg region is not only an important centre

for industries, trading and transportations but also a meeting ground for '
various fairs.

Gothenburg and Maindal

Gothenburg is the nation’s second largest municipality with a population
of almost 500,000 people and Malndal with almost 60,000 inhabitants

is the nation’s 36th largest municipality. The area has for many years
experienced a positive population growth and the two neighbouring
municipalities have grown together. The level of education in the area

is higher than the national average and the University and Colleges of
Gothenburg hold over 40,000 students.

The municipality of Gothenburg has a well developed infrastructure
with among other things the largest harbour in Scandinavia and the airport
Landvetter. M&Indal has a strategic location next to the major highways
E6, E20 and Stderleden and is one of the strongest growth areas within
the Gothenburg region. The Abro area form, together with Hogsbo/Sisjén
in the municipality of Gothenburg, Sweden’s largest area of trade and
industry.

The industry in Gothenburg is extensive and spreads over many fields
of business. Industry, trade, and transportation have historically been the
most significant fields. In Mdlndal the business structure is dominated by
electronics, pharmaceuticals, medical technology and hygiene products.

Boras
Bords is located about 60 kilometres east of Gothenburg and is, with its
100,000 inhabitants, Sweden’s 13th largest municipality.

The neamess to Landvetter airport, between Gothenburg and Bords,
together with the motorway to Gothenburg form the centre of Boris’
infrastructure.

Boras was for a long time the centre of the Swedish textile and clothing
industry, but it has turned towards being a centre for trade.

The rental market

Greater Gothenburg has for 4 number of years shown a relatively stable
growth. As a result vacancies at the start of new construction projects
have been filled by the existing demand. Along with the slowed demand
the new construction of not fully let premises has in principle stopped
completely. Even though demand has slowed down in some areas, both
vacancies as well as rental levels have remained relatively stable. The

slow down is mainly referring to the office market, while the demand for

warehouse, logistics and retail premises are still strong. i
The general vacancies for the region are estimated to 10% for offices,

5% for industrial and warehouse, while insignificant for retail premises.
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The real estate market

The interest for investing in properties in the region is still strong, which
is reflected in the number of larger transactions during the recent years. A
continued interest for the region and a stable rental market make the price
of properties feel very stable. Even increasing property prices has been
noticed in some sub-markets, mainly due to lower required yields.

Castellum’s real estate portfolio

Castellum’s real estate portfolio in Gothenburg comprises 178 properties
with a total area of 794,000 sq.m. and a book value of SEKm 4,913. Of
the rentat value of SEKm 662, office and retail properties account for
56%, warehouse and industrial 41% and residential 3%.

In central and eastern Gothenburg, there are mainly commercial
properties and a smaller residential portfolio. On Hisingen and in Hogsbo/
Sisjan there are office properties and warehouse and industrial properties.

In the municipality of M&lndal, Castellum’s real estate portfolio mainly
consists of warehouse and industrial properties and offices in Abro and
Lackarebick.

In the municipality of Boris, Castellum owns mainly office and retail
properties in central Bords, but also a smaller share of warehouse and
industrial properties.

There are also mixed holdings in Alingsds, Partille, Kungily,
Kungsbacka and Hirryda.

See also the section Castellum’s Real Estate Portfolio 2004, with real
estate schedule, maps and financial information.

Investments and sales

During 2004, Castellum acquired properties in Greater Gothenburg for a
total of SEKm 362, invested a total of SEKm 122 in existing properties
and sold properties with a total sales price of SEKm 223 with a capital
gain of SEKm 106. See also the section Investments and Sales.

Net leasing

New leasing in the commercial portfolio during the year means increzsed
rental income on an annual basis of SEKm 50 {41), while contracts termi-
nated amounts to SEKm 40 (33), giving a net leasing of SEKm 10 (8).

Subsidiaries

Castellum’s properties in Greater Gothenburg are owned and managed by
wholly owned subsidiaries Ekiandia Fastighets AB, with its head office
in Gothenburg, and Harry $jogren AB with its head office in Mélndal and
local management offices in Bords and Alingsas. Eklandia’s real estate
portfolio is mainly concentrated to central and northern Gothenburg
while Harry Sjogren’s properties are located mainly in Hogsbo/Sisjén in
southern Gothenburg, MéIndal and Bords. Eklandia had 35 employees at
the end of the year and Harry Sjégren had 27 employees.

SUMMARY OF THE REAL ESTATE PORTFOLIO

Area Book Rental
thous, value, wvalue, Percentage
sq.m. SEKm  SEKm  of value

Officefretail 335 2795 368 56%
Warehouse/industrial 436 1836 2N 4i1%
Residential 23 164 23 3%
Total 794 4855 662 100%
Projects and land - 58 - -
Total 794 4913 662 -
INVESTMENTS AND SALES

M Azquisitions
= Net investment

sgxm I Investments in existing properties
1000 = Property sales

O —
800 .
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400 e M e
1997 1998 1999 2000 2000 2002 2003 2004
NET LEASING
SEKm i :
I New leases 1l Terminations = Net leasing
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Q
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&0 . . . .
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Eklandia
Fastighets AB

Farry Sjcgren IHB
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The real estate portfolio in the Oresund

Region, which mainly is situated in Malmé,

Lund and Helsingborg, is equivalent
to 25% of Castellum’s total real estate

holdings.

MARKET RENTS (INCL. HEATING)

MALMO LUND HELSINGBORG
Office
Central 1300-2000 1000-1900 1 000-1 800
Working area 800-1 300 800-1 200 750-1 350
Retail
Central 2000-6 000 2500-2000 2 0Q00-4 000
Working area 800-1 500 800-1 500 750-1 700
Warehouse/industrial
Well-situated 500~-750 450-750 450-700
YIELD AT SALES
MALMO LUND HELSINGBORG
Office
Central 6.0%-7.0% 6.0%-7.0% 6.0%-7.0%
Working area 70%-9.0% 7.0%-9.0% 7.5%-9.0%
Retail
Central 55%-6.5% 6.0%-7.0% 6.0%-7.0%
Working area 7.0%-8.5% 7.0%-9.0% 8.0%-9.0%
Warehouse/industrial
Well-situated 8.0%-10.0% 8.0%-35% B8.5%-10.0%
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Oresund Region

The population of the Oresund region is approximately 3.5 million people,
with one third on the Swedish side and two thirds on the Danish side. The
regions central geographical location in the Baltic region in combination
with well developed infrastructure provides good possibilities for distri-
bution and sales in Northern Europe and the expanding Baltic market.

Malma

Malmd is the nation’s third targest municipality with a population of
approx. 270,000 persons and strong population growth. The level of
education in Malmd is relatively high and the university holds 21,000
students.

The Malmé area has a well developed infrastructure with the Oresund
bridge and a number of major metorways meet in the city. Malmé has also
a modern harbour and good railroad connections.

Malmé’s trade and industry is no longer characterised by a few
large companies, but by many small ones. Private service companies is
the fastest growing field of business. Other strong fields are logistics,
retail and wholesale, and construction and real estate companies.

More knowledge based companies in Malmd are found in the fields of
biotechnology and medicine, environmental technology, IT and digital
media.

Lund

Lund is the nation's 12th largest municipality with about 100,000
inhabitants and a steady population growth. That Lund is one of Sweden's
oldest cities holding a university is clearly observed in the population,
where the level of education is very high. The University of Lund holds
approx. 32,000 students.

Lund has a good infrastructure with the E6 west of the city and the
airport Sturup south towards Malm.

In recent years Lund’s knowledge based profile has been strengthened
and a large number of international, export oriented companies have
established themselves in Lund. Also smaller companies, often knowledge
and research-based, with connections to the university and to established
companies have been added, partly through Sweden’s first and largest
research park, Ideon.

Helsingborg
Helsingborg is the nation’s ninth largest municipality with about 120,000
inhabitants. The population growth in Helsingborg has also been positive.
Helsingborg’s strategic location and goed infrastructure, with the major
motorways E4 and E6 and Sweden’s second largest harbour, has made
the city to a centre for sea and land transport. Helsingborg is a trade and
logistics centre, but also food, medicine and manufacturing are important
fields.

The rental market

The new construction in the region, particularly in Malmd and Lund, has
in principle met the increasing demand created by the regional growth.
In Helsingborg, the new construction has been very limited. This has
provided a relatively good balance between the supply and demand in all
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cities, even though a somewhat weaker demand for office premises has
been noticed. The balance in new construction has given stable rental
levels and relatively unaffected vacancy rates in the region.

The general vacancies for the region are estimated to 10% for offices,
15-20% for industrial and warehouse, while insignificant for retail
premises.

The real estate market

The liquidity of the real estate market in the Oresund region has remained
high. A stable rental market, and decreased required yields in many sub-
markets, have lead to increasing property prices.

Castellum’s real estate portfolio

Castellum’s real estate portfolio in the Oresund region comprises 93
properties with a total area of 571,000 sq.m. and a book value of SEKm
3,886. Of the rental value of SEKm 514 excl. projects and land, office
and retail properties accounts for 65%, warehouse and industrial 30% and
residential 5%.

Castellum’s portfoiic in Malmé comprises only commercial properties
in the important and established market areas Jagersro, Fosie, Bulltofta
and Norra Hamnen. In central Malmd there is also a portfolio of office
and retail properties.

In Lund, Castellum'’s reat estate portfolio comprises commercial
properties in the industrial estates Ridbyholm and Gunnesbo and close to
the Ideon technology park. There is also a smaller portfolio of office and
retail properties located in central Lund.

The portfolio in Helsingborg comprises mainly commercial properties
situated primarily in Berga industrial estate and in central Helsingborg.
In Helsingborg, there is also a smaller portfolio of residential properties,
with attractive locations in the central and northern parts.

See also the section Castellum’s Real Estate Portfolio 2004 with real
estate schedule, maps and economic information.

Investments and sales

During 2004, Castellum acquired properties in the Oresund region for a
total of SEKm 252, invested a total of SEKm 89 in existing properties and
sold properties with a total sales price of SEKm 243 with a capital gain of
SEKm 83. See also the section Investments and Sales.

Net leasing

New leasing in the commercial portfolio during the year means increased
rental income on an annual basis of SEKm 30 (44), while contracts termi-
nated amounts to SEKm 40 (26), giving a net leasing of SEKm -10 (18).

Subsidiary

Castellum’s properties in the Oresund region are owned and managed

by its wholly owned subsidiary Fastighets AB Briggen, with its head
office in Malm# and local office in Helsingborg. The company’s activities
comprise two business areas, “Briggen in Oresund” with commercial
properties mainly in Malmé, Lund and Helsingborg, and “SkineBo” with
residential properties in Helsingborg. At the year-end Briggen had 29
employees.

CASTELLUM ANNUAL RE
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SUMMARY OF THE REAL ESTATE PORTFOLIO

Area Book  Rental
thous.  walue,  wvalue, Percentage

sgm. SEKm  SEKm  of value
Office/retail 282 2611 336 65%
Warehousefindustrial 243 880 151 30%
Residential 27 221 27 5%
Total 552 3712 514 100%
Projects and fand 19 174 7 -
Total 571 3886 521 -

INVESTMENTS AND SALES

sgkm I Investments in existing properties W Acquisitions

== Net investment

100 == Property sales

-400
1997 1998 199% 2000 200y 2002 2003 2004
NET LEASING

sggm M New leases IR Terminations == Net leasing

40

20

20

-40

-60

2000 2001 2002 2003 2004
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The real estate portfolio in Greater
Stockhofm, which mainly is gathered
in expansive inner suburbs with good

communications and services, is

equivalent to 21% of Castellum’s total

real estate holdings.

DIRECTORS '

— Euroroads

MARKET RENTS (INCL. HEATING)

{NNER SUBURBS INNER CITY
Office
Central 1 500-2 100 2 500-3 600
Working area 800~1 600 1 500-2 900
Retail
Central 1 500-4 000 3 500-11 000
Working area 700-2 000 1 5004 000
Warehouse/findustrial
Well-situated 600-900
YIELD AT SALES
INNER SUBURBS INNER CITY
Office
Central 7.0%-8.0% 6.0%—6.5%
Wworking area 7.5%-9.0% 6.5%—7.0%
Butik
Central 7.0%-7.5% 6.0%-6.5%
Working area 7.5%8.5% 6.5%-7.0%
Warehousefindustrial
Well-situated 8.5%9.5%

28

CASTELLUM

REPORT

Greater Stockholm

The Greater Stockholm region has for a long period of time experienced
strong growth in both population and employment, but this stopped
with the decline in IT-, telecom and financial sectors, During 2004, the
economic situation has improved with a growth in the economy, even if
few new job opportunities have been created. The population in Greater
Stockholm has a high level of education in general and amounts to about
1.8 million inhabitants. The municipality of Stockholm, which by far is
Sweden’s largest, has a population of approx. 800,000.

The inner suburbs of Greater Stockholm can roughly be dividend
into north and south of the city, where there are mainly service-based
companies in the north and production and distribution companies in the
south.

Stockholm north
The infrastructure in the Greater Stockholm region is well developed
with for instance the two airports Arlanda and Bromma. Stockholm has
also several harbours, which to a large extent are used for passenger
transportations, The municipality of Sollentuna, which has a strategic
location between Stockholm city and Arlanda airport, consists of a
number of submarkets with office and industrial premises. In the north-
eastern part of Bromma, in the municipality of Stockholm, is Mariehill.
The area has a fairly even split between commerce, communication,
manufacturing and service businesses.

Kista, in the municipality of Stockholm, is the location of Kista Science
Park — one of Northern Europe’s most dynamic business parks.

Stockholm south

Johanneshov, which is situated south of Stockholm close to the Globen
area, has an economy dominated by commerce and communication, as
well as an increasing portion of service companies. Skdrholmen and
Kungens kurva is located south of Johanneshov. In Skirholmen there are
offices, residential properties and shopping centre. Kungens kurva is most
notable for its retail trade in the form of hypermarkets. Close to Kungens
kurva, by the E4, is Smista All€,

The rental market
The unbalance of supply and demand has, in recent years, provided both
increasing vacancies a5 well as lower rental levels. During 2004, the
demand seemed to increase and both vacancies as well as rental levels
have stabilized.

The general vacancy in the region is estimated to 15-20% for offices,
10-15% for industry and warchouse premises, whereas it is insignificant
for retail.

The real estate market

The real estate market varies between different submarkets and leasing
situations. For central properties with secure long-term leases the demand
is still strong, especially foreign investors show large interest. For
properties with large vacancies the liquidity is still low, since buyers and
sellers are far apart with respect to prices. A slight decrease in required
yields have lead to increased value for properties with stable cash flow.
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For properties with decreasing rental income the lower required yields
have meant in principle unchanged price levels.

Castellum’s real estate portfolio

Castellum’s real estate portfolio in Greater Stockholm comprises 70
properties with a total area of 422,000 sq.m. and a book value of SEKm
2,720. Of the rental value of SEKm 435, office and retail properties
account for 69% and warehouse and industrial properties 31%.

In the northern suburbs, Castellum owns properties in for instance
Mariehili in Bromma, Elektronikbyn in Kista, Sollentuna, Veddesta/
Lunda and Rosersberg. The real estate portfolio consists of larger office
and retail properties in Mariehill in Bromma, Eiektronikbyn in Kista and
Sollentuna, whereas warchouse and industrial properties are located in
Veddesta/Lunda and Rosersberg.

In the southern suburbs, Castellum’s real estate portfolio is located
in for instance Johanneshov, Skiirholmen/Kungens kurva, Botkyrka and
Nacka. In Johanneshov and Skirholmen, there are larger office and retail
properties whereas warehouse and industrial properties are located in
Botkyrka.

See also the section Castellum’s Real Estate Portfolio 2004 with real
estate schedule, maps and economic information,

Investments and sales

During 2004, Castellum acquired properties in the Greater Stockholm
for a total of SEKm 47 and invested a total of SEKm 102 in existing
properties. During 2004, Castellum has not sold any property in Greater
Stockholm. See also the section Investments and Sales.

Net leasing

New leasing in the commercial portfolio during the year means increased
rental income on an annuzal basis of SEKm 37 (20), while contracts termi-
nated amounts to SEKm 53 (45), giving a net leasing of SEKm -16 (-23).

Subsidiary

Castellum’s properties in Greater Stockholm are owned and managed by
the wholly owned subsidiary Fastighets AB Brostaden, with its head office
in Stockholm. Brostaden's operations are divided into five market areas,
with nine local facilities managers taking care of the daily contact with the
customers. At the year-end Brostaden had 34 employees.
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SUMMARY OF THE REAL ESTATE PORTFOLIO

Area Book Rental
thosu. value,  value, Percentage
5G.Mm. SEKm  SEKm  of value
Office/retail 243 1893 298 69%
Warehouse/industrial 179 749 137 31%
Total 422 2642 435 100%
Projects and land - 78 - -
Total 422 2720 435 -
INVESTMENTS AND SALES
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The real estate portfolio in Western
Smaéland, which mainly is located in
Véarnamo, Jénképing and Véxjd, is
equivalent to 11% of Castellum’s total

real estate holdings.

MARKET RENTS {INCL. HEATING)

VARNAMO  JONKOPING vAXIO
Office
Central 700~1 300 800-1 400 800-1 400
Working area 550-850 600-1 100 S00-1 000
Retail
Central 500-18C0 1000-2 500 1000-2 GOO
Working area 500-1 000 600-1 200 550-1 00O
Warehousefindustrial
Weil-situated 350-550 400-700 400-600
YIELD AT SALES
VARNAMO  JONKOPING VAXIO
Office
Central 8.0%-9.0% 75%90% 8.0%-9.0%
Working area 9.0%-11.0% 85%-9.5% B8.5%-10.0%
Retail
Central 8.0%-9.5% 7.5%-9.0% 7.5%-9.0%
Working area 9.0%-11.5% B8.0%-10.0% 9.0%-11.0%
Warehouse/industrial
Well-situated 9.5%-12.0% 9.0%-11.0% 9.0%-11.0%
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Western Smaland

Castellum's Western Smaland region comprises mainly the municipalities
Virnamo, Jénkdping and Vixj6, and has for a long time enjoyed a stable
growth in both economy and employment.

Smaland’s local economy is well known for the entrepreneurial spirit
and is one of the most attractive regions for small businesses in Sweden,
with a number of successful companies.

Varnamo
Virnamo is the nation’s 72nd largest municipality with a population
of approx. 30,000 people and has shown a stable population during
recent years. The estimated reception area for the city is about 100,000
inhabitants.

The gooed infrastructure in Viimamo, with the E4 passing through
the city and the railroad connections, is a prerequisite for a successful
industry and easy access.

Virnamo’s population has a strong tradition of small businesses
and the city, which has historically been a significant marketplace,
has developed to become a centre of commerce and services. The
manufacturing companies are small but many, and are primarily found in
the sectors metal, machinery, plastics, rubber and wood processing. The
industry is to a large degree export-oriented.

Jénkdping

Jonkdping is the nation’s tenth largest municipality in terms of population,
with just under 120,000 inhabitants. Jonk&ping has during the latest

years expetienced an even population growth. The level of education

in Jonkdping is relatively high and over 8,000 students study at the fast
growing university.

The strategic location with many major highways, including E4, and
access to both airport and railway has developed Jonkdping to a centre for
logistics within the Nordic countries. Within a radius of 200 kilometres,

a market comprising 30% of the country’s population can be reached.
From J6nk&ping the distance to both Stockholm and Malmé is about 300
kilometres, while it is 150 kilometres to Gothenburg. Therefore many
companies have Jénkoping as a base for storage and distribution. The
local economy is diverse and expansive, and comprises mainly small and
medium-sized companies.

Vixjo
Vixjo is the 22nd largest municipality in Sweden with almost 80,000
inhabitants and has had an even population growth for many years. The
level of education in V&xj6 is high and the share of students in the city is
targe with about 14,000 students enrolled at the University of Vaxjo.
Good access to means of communication and education have turned
Vixj§ into an attractive city. There is a good mixture of companies in
basic industries such as woods and manufacturing and companies with a
hi-technological profile. Large internationally recognised companies are
also mixed together with small and mid-size companies.
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The rental market
In Sméland no new construction of unlet premises have been started.
This has given a working balance between supply and demand. The last
years’ somewhat lower demand has thus been met with very limited new
construction. Both vacancies and rental levels have therefore been stable
over the last years.

The general vacancy in the region is estimated to 10% for office, 15%
for industrial and warehouse premises, while it is insignificant for retail.

The real estate market

On the real estate market the investors’ required yield has remained
unchanged, which along with a rental market in balance have meant stale
prices of property.

Castellum’s real estate portfolio

Castellum’s real estate portfolio in Western Smaland comprises 76
properties with a total area of 380,000 sq.m. and a book value of SEKm
1,562. Of the rental value of SEKm 239 excl. projects and land, office and
retail properties account for 67% and warehouse and industrial properties
33%. The main focus of Castellum’s real estate portfolio is in Vimarmo,
Jonképing and Vixjo.

In Virnamo, Castellum’s real estate portfolio is mainly concentrated
to very centrally situated office and retail properties as well as warchouse
and industrial properties in expansive industrial estates.

In Jénképing, there are mainly office and retail properties situated in
attractive areas such as Rosenlund, central Jénkdping and A6.

In Vixjo, Castellum owns mainly office and retail properties in the
central parts and within the expansive area Vistra Mark where also
warehouse and industrial properties are found.

See also the section Castellum’s Real Estate Portfolio 2004 with real
estate schedule, maps and economic information.

Investments and sales

During 2004, Castellum acquired properties in Western Smdland for a
total of SEKm 111, invested a total of SEKm 39 in existing properties and
sold properties with a total sales price of SEKm 16 with a capital gain of
SEKm 1. See also the section Investments and Sales.

Net leasing

New leasing in the commercial portfolio during the year means increased
rental income on an annual basis of SEKm 19 (15), while contracts termi-
nated amounts to SEKm 17 (15), giving a net feasing of SEKm 2 (0).

Subsidiary

Castellum’s properties in Western Sméland are owned and managed
by the wholly owned subsidiary Fastighets AB Corallen, with its head
office in Vimame. The company also has local management offices in
Jonkoping and Vixjo. At the year-end Corallen had 22 employees.
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SUMMARY OF THE REAL ESTATE PORTFOLIO

Area 8ook  Rental
thous, value, value, Percentage

sg.m. SEKm  SEKm  of value
Officefretail 186 1075 161 67%
Warehousefindustrial 177 425 78 33%
Total 363 1500 239 100%
Projects and land 17 62 10 -
Total 380 1562 249 -

INVESTMENTS AND SALES
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The real estate portfolio in Mélardalen,
which mainly is located in Orebro, Uppsala
and Vdsterds, is equivalent to 11% of
Castelfum’s total real estate holdings.

Uppsala
Visteras

MARKET RENTS (INCL. HEATING)
OREBRO UPPSALA  VASTERAS

Office
Central 800-1300 1 200-1 900 900-1 200
Woarking area 600-1 100 700-1 200 6001 000
Retail
Central 1400-3000 2000-4000 1400-3000
Waorking area 600800 700-2 000 600-1 500
Warehousefindustrial
well-situated 400-700 500-700 400-600
YIELD AT SALES
OREBRO UPPSALA  VASTERAS
Office
Central 7.5%-85% 7.0%-8.0% B8.0%-9.0%
Working area B8.5%-9.5% 7.5%-9.0% B8.5%-9.0%
Retail
Central 7.5%-85% 6.5%-80% 7.5%-8.5%

Working area BS5%-100% 7.5%-9.0% 8.5%-9.0%

Warehouse/industrial
well-situated 9.0%-11.0% B8.5%-9.0% 9.0%-11.0%

Malardalen

Milardalen is a region with close to half a million inhabitants, a positive
population growth and a good business structure. The highest growth rates
are seen in towns with universities or colleges.

The Milar line and the Svealand line have improved communications
between Stockholm and Orebro via Visterds and Eskilstuna respectively.

Orebro

Orebro is the nation’s seventh largest municipality and the number of
inhabitants amounts to almost 130,000 persons. The population growth in
Orebro has been high and stable for many years. The level of education
in the municipality is high and the university today holds almost 13,000
students.

Orebro has a strategic location with large roads such as E18/E20 and
highway 51/60, good railroad connections and an airport. The location and
good communications have made Grebro a centre for transport, freight
forwarding and warehousing.

The economy in Orebro is diverse with businesses in the fields of
commerce, service, administration and a variety of manufacturing industries.
There is no single dominant employer in Orebro but rather a large number of
medium-sized companies as well as several municipal administrative bodies.

Uppsala

The municipality of Uppsala has approx. 180,000 inhabitants and is the
fourth largest in Sweden. With Sweden’s oldest university the city is largely
characterized by the students and the population has a high level of education.

Uppsala has a central location in a region with strong growth and has for
many years been one of the most expansive municipalities in Sweden. At the
University of Uppsala wide-ranging research is conducted in a number of
different fields.

Uppsala is a municipality holding a dynamic industry focusing on know-
ledge, ideas and entrepreneurial flair. The economy in Uppsala is a multi-
faceted one, characterised above all by relatively small companies and to a
large extent comprising hi-tech based service and industrial companies.

Visteras

VisterAs is the nation’s sixth largest municipality with around 130,000
inhabitants. The population growth has in recent years been positive.
Visterds also holds a college and the level of education in the city is high.

The infrastructure in the region is important for the economic growth
and Visterds has a strategic location by the E18 and a well developed rail
road system and an airport. Viisterds also has the largest inland port in the
Nordic countries.

The good means of transportation in Vasterds together with its central
location have led to the growth of many small companies, for instance in
the Kopparlunden Technology Park, which Castellum owns a large part
of. In the municipality there are also medium-sized and large companies

specialising in electrical, data, energy and environmental engineering.

The rental market
The very limited supply of new constructed premises, together with
the region’s population growth meant that the downturn in the Swedish
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economy have had only marginal effects on vacancies and in principle
no effect on rental levels. Depending on the local business structure, the
highest demand is for industrial and logistics premises, retail premises and
smaller offices.

The general vacancy in the region is estimated to 10% for offices, 10-15%
for warehouse and industrial premises, while it is insignificant for retail,

The real estate market

In Orebro and Visteras the relatively stable rental market, together with
unchanged required yields have meant stable property prices. However, a
slight decrease in required yields can be observed in some submarkets in
Uppsala, with increasing property prices as a result.

Castellum’s real estate portfolio

Castellum'’s real estate portfolio in Milardalen comprises 75 properties
with a total area of 338,000 sq.m. and a book value of SEKm 1,660. Of
the rental value of SEKm 233 excl. projects and land, office and retail
properties account for 69% and warchouse and industrial properties 31%.
The main focus of Castellum’s real estate portfolio is in Orebro, Uppsala
and Visterds, The competitive position is strengthened by the fact that the
properties are concentrated around the main employment areas in each
town.

In Orebro, Castellum’s real estate portfolio is mainly concentrated to
the area Aspholmen. The portfolio consists of a mix of office and retail
properties and warchouse and industrial properties.

In Uppsala, Castellum owns mainly office and retail properties, but
also warehouse and industrial properties. The properties are situated in
Fyrislund, Boldnderna and along Kungsgatan.

In Visterds, Castellum owns a mix of office and retail properties and
warehouse and industrial properties. The real estate portfolio is situated
in the important and established market areas Kopparlunden, Backby,
Stenby, Hilla and Tunbytorp.

Castellum also owns a minor real estate portfolio in Mérsta and one
remaining property in Képing.

See also the section Castellum’s Real Estate Portfolio 2004 with real
estate schedule, maps and economic information.

Investments and sales

During 2004, Castellum acquired properties in Milardalen for a total of
SEKm 76, invested a total of SEKm 68 in existing properties and sold
one property with a total sale price of SEKm 12, which was equal to book
value. See also the section Investments and Sales.

Net leasing

New leasing in the commercial portfolio during the year means increased
rental income on an annual basis of SEKm 27 (27), while contracts termi-
nated amounts to SEKm 29 (25), giving a net leasing of SEKm -2 (2).

Subsidiary

Castellurn’s properties in Milardalen are owned and managed by the
wholly owned subsidiary Aspholmen Fastigheter AB with its head office
in Orebro. The company has local management offices in Vister3s and
Uppsala. At the year-end Aspholmen had 25 employees.
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SUMMARY OF THE REAL ESTATE PORTFOLIO

Area Book  Rental
thous. value,  value, Percentage

sq.m. SEKm  SEKm  of value
Office/retail 177 1048 160 69%
Warehouse/industrial 116 418 73 31%
Total 293 1466 233 100%
Projects and land 45 194 30 -
Total 338 1660 263 -
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Castellum owns approx. 700,000 sg.m.
building permissions, of which there
are finalised projects with accepted
detail plans of approx. 250,000 sq.m.

BUILDING PERMISSIONS 31-12-2004

Building permissions,

Region/Area thous. sq.m.
Greater Gothenburg 272
Hégsbo-Sisjan-Abro 97
Hisingen S6
Gothenburg 47
Rest of Greater Gothenburg 72
Oresund Region 101
Lund 61
Malmo 27
Helsingborg 13
Greater Stockholm 218
Sollentuna 11¢
Huddinge 71
lohanneshov 28
Rest of Greater Stockholm 9
Western Smaland 78
Virnamo 34
lénkdping 21
Vaxjo 15
Rest of Western Sméland 8
Malardalen 40
Vidsteras 21
Uppsala 1
Grebro 6
Rest of Malardalen 2
Total 709

34

Building Permissions and
Potential Projects

Part of Castellum’s strategy is to new construct premises when this is a
competitive and functional alternative. In order to offer the tenant new
constructed premises with the shortest possible time for moving in, itis a
competitive advantage to own building permissions in attractive locations
with approved detail plans. Castellum has finalised projects to the order
of 250,000 sq.m., which can be started relatively promptly provided

that lease agreements have been signed. With an assumed production
cost of SEK 10,000/sg.m., this corresponds to a project volume of SEK
2.5 billion. In addition there are further approx. 450,000 sq.m. building
permissions.

Greater Gothenburg

In Hogsbo-Sisjén-Abro, which is Sweden’s largest industrial estate,
Castellum owns a large number of buiiding permissions for a total of
approx. 97,000 sq.m. Castellum is discussing with potential tenants of
new construction in the area on an ongoing basis.

Lackarebick, to the south of Gothenburg, is a dynamic commercial arca
where Castellum owns several propetties, The area does, however, require
refurbishment to be made more attractive. Discussions on this matter have
begun with interested parties in the area.

Just to the south of Gothenburg, with an attractive highly visible
location by the E6/E20 and close to the highway 40 to Landvetter and
Boras, “T#indstickan™ is located, a site with building permission for new
construction of around 35,000 sq.m. office premises. A detailed plan for
the area has been confirmed.

In addition to the above mentioned projects, there are sites in Greater
Gothenburg with further building permissions of approx. 115,000 sq.m.

Oresund Region

The project Edison Park in Lund, which aims to attract leading-edge
companies in the fields of technology, electronics and medicine, contains
building permissions that provide for an additional construction of four
buildings for a total of approx. 20,000 sq.m. The project can be started
quickly based on demand.

Next to Edison Park in Lund, Castellum also owns the property
Hajdpunkten 2, with the opportunity to build premises of up to approx.
30,000 sq.m. The property will form the entrance to the new, large
commercial area planned in Brunnshog.

Next to the large project property Kampen, in the Sofielund industrial
estate in Malm, Castellum owns the property Intikten, which can be
refurbished to create both an attractive gateway to the area and additional
car parking capacity. The existing main building can be converted into
modem offices covering approx. 1,800 sq.m. and it will be possible
to build a new office building of around 1,400 sq.m. The investment
is estimated to SEKm 28 and construction will be started when lease
agreements have been signed.

In addition to the above mentioned projects, there are sites in the
Oresund region with building permissions for a further 50,000 sq.m.

CASTELLUM ANNUAL REPORT 2004




DIRECTORS' REPORT

Greater Stockholm

In Johanneshov, in southern Stockholm, Castellum owns several
neighbouring properties that have building permissions, providing

the basis for a coordinated, integrated development of the area. By
Bolidenplan is Linde Torp, which is a planned building permission of
around 17,000 sq.m. Castellum also owns some neighbouring properties
in the district Renseriet, where further potential for expansion can be
created by demolishing some of the existing buildings and utilising
undeveloped land. A detailed plan is being drawn up with the aim of

cbtaining, building permissions for an additional 15,000 sq.m. in the area.

North of Stockholm, by the E4/E20 about half way to Arlanda airport,
Norrviken Strand is located, a major site with building permission for
approx. 110,000 sq.m. This is a premier site for the future with access to
both good communications and beautiful natural surroundings. During
2004, changes to the detai! plan was started in order to use parts of the
area for residential properties and commerce.

By the E4/E20, at Kungens kurva in Huddinge is Smista Allé, which is
one of the largest sites with building permissions in Greater Stockholm.
For the building permissions of approx. 70,000 sq.m. there are a detailed
plans with focus on offices, retail of capital goods and warehouses.

In Marichill in Bromma, detailed planning work is under way in the
Archimedes and Vallonsmidet district, with the aim of creating new
building permissions for extensions and new constructions of approx.
20,000 sq.m.

In addition to the above mentioned projects, there are sites in Greater
Stockholm with building permissions for a further 9,000 sq.m.

Western Smaland

In Western Sméaland, there are several potential refurbishment and new
construction projects. Castellum holds building permissions for a total of
78,000 sq.m.

Milardalen
In central Visterds, Castellum owns part of the Kopparlunden area,
which is one of the most interesting development areas in Visters. In
the area, project properties are owned with approx. 20,000 sq.m. building
permissions, representing future new construction, extensions and
refurbishment.

In addition to the above mentioned projects, there are sites in
Milardalen with building permissions for a further 20,000 sq.m.
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Financing

Owning properties demands financing in the form of equity and interest
bearing loans. The share of equity in relation to interest bearing loans is
decided partly by the choosen financial risk level, partly by the share of
equity required to receive loans in banks. By setting objectives for the
capital structure the level of financial risk is determined, in order to meet
the required return on equity, secure room for investments and to receive
necessary funding. Castellum's financial policy contains objectives for the
capital structure and instructions for how other financial risks should be
managed, A more detailed description of how the financial risks should be
managed is described in note 18.

EQUITY/ASSETS RATIO AND N
INTEREST COVERAGE RATIO Objectives
- : _ The objectives for the capital structure is a visible equity/assets ratio of
£Qivassetsrato, % inferest coversge ato % at least 30% and an interest coverage ratio of at least 200%. The financial

operations in Castelium is managed in order to secure the need for short-

40 300
and long-term funding. The interest rate risk is managed in order to
0 ----2®  achieve a low and stable net interest income/cost.
20 100 .
Capital structure
W 5515553500 2007 To07 706 o0r—~  The book value of Castellum’s assets amounts to SEKm 14,842 (14,111).
— Equiry/assets ratlo == interest coverage ratio They are financed partly through equity of SEKm 4,927 (4,689)
= Qbjective, Equity/assets ratio and interest coverage ratio . . . T
(The objective far the interest coverage ratio was set in 2001} equivalent to an equity/assets ratio of 33%, and partly through liabilities
of SEKm 9,915 (9,422), of which most are interest-bearing.
FINANCING 31-12-2004 Organisation
Interest-bearing Castellum is the Group bank and all financial rna.nagerflent is centrahse_d
Jiabiliti to the parent company. The treasury department is for instance responsible

SEKM 4 927 {33%) SEKmB3834(60%)  for the Group's funding, interest rate risk management, financing of the
subsidiaries and cash management. The treasury department consists of

Non interest-bearing three persons.

(bl
Krm 1 081 (7% P

SEKM (7%) Long-term liabilities

To be short of necessary funding is Castellum’s single largest financial risk

and interest costs on loans is the single largest cost item. It is therefore of

INTEREST RATE TREND JANUARY 15T, 1993 - JANUARY 28TH, 2005

12,0 w=  STIBOR 3 month = Swap rate 5 years
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great importance for Castellum to closely monitor and adjust the financial
management to the development of the credit- and interest rate markets,
since this may affect both existing and future funding and earnings trend,
Castellum’s strategy to manage funding, is by adding new and
renegotiating existing credit agreements on an ongoing basis. This creates
the preconditions for having access to desired and competitive funding to
known terms, at any given point in time. In order to manage the interest
rate risk, mainly loans with short term fixed interest rates are drawn,
which get the desired fixed interest term through the use of interest rate
swaps. The use of shor-term loans in combination with interest rate
swaps, is a cost-effective and flexible method in order to change the fixed
interest term and to achieve the desired hedge of interest rate costs on
changes in the market interest rate. The five-year swap rate and the three-
month STIBOR rate are the interest rates that have the greatest effect
on Castellum’s funding costs, since these irterest rates form the base
for Castellum’s primary interest rates. On top of the interest rate base,
Castellum pays a margin, which is the compensation that the credit lender
demands on the loans.

Financing structure

Funding is provided by drawing shert term loans under long term credit
agreements or by issuing commercial papers on the Swedish money
market. Castellum can increase or decrease the allocation under the
long-term credit agreements. The objective is to minimize the interest-
bearing liabilities and cash is therefore used primarily to repay out-
standing debts. After deduction of liquid assets of SEKm 7 (33}, net
interest bearing items were SEKm 8,827 (8,565), as of 31 December,
2004. Castellum had, at the same date, long-term binding credit agree-
ments totalling SEKm 10,958 (10,059), short-term binding credit agree-
ments totalling SEKm 732 (694) and a commercial paper programme of
SEKm 3,000 (2,500). Qutstanding commercial papers of SEKm 2,417
are fully covered by unutilized long-term credit agreements. Casteltum’s
credit agreements/-limits is seen in the table below. The duration of the
long-term credit agreements as of 31 December 2004 was 6.3 years,

To secure access to short- and long-term credit agreements, Castellum
has, during 2004, rencgotiated and negotiated new credit agreements
totalling SEKm 10,982, On account of the continued high demand for
Castellum’s commercial papers, the limit for the commercial paper
programme has been increased by SEKm 500 to SEKm 3,000.

Interest rate maturity structure

The average effective interest rate as of 31 December, 2004 was 4.8%
(5.2%). The average fixed interest term on the same date was 2.4 years
(2.7) and the share of loans with interest rate maturity during the next 12
months was 36% (38%). Assuming an unchanged volume of loans and

an unchanged average fixed interest rate structure, an immediate change
in the market interest rate of one percentage unit would affect net finacial
items by SEKm 28 during 2005, which is equivalent to 4% of Castellum’s
cash flow from management. The average interest rate of a portfolio of
loans with a corresponding interest rate maturity structure was 3.6% as of
31 December, 2004. The difference is partly due to falling market interest
rates since deal date, partly due to the time factor (an originally 5-year
fixed interest term with 2 years left to maturity is valued as a 2-year fixed
interest term). This gives a theoretical market value in the interest rate
swap portfolio, which as of 31 December, 2004, was SEKm -391.

REPORT

CREDIT AGREEMENTS/-LIMITS

Credit agreements/-fimits
Long-term binding

. Amount, SEKm Utjlized

credit agreements 10 958 6288
Short-term binding
credit agreements 732 122
Commercial paper programme 3000 2417
Total 14 690 8827
CREDIT MATURITY

Loan maturity, SEKm B B
10 000 Il Loan amount, utilized [l Loan amount, unutilized

8000

5000

4000

“2000 .j-__ T
0

lyear 2years 3years dyears Syears »5years

CREDIT AGREEMENTS/-LIMITS CHANGE OF THE YEAR

Opening balance credit agreements/-limits 2004 13 253

Increase of commercial paper programme 500
New credit agreemenits 3 450
Renegotiated and extended credit agreements +/-7 532
Closed credit agreements -2513

Closing balance credit agreemenits/-limits 2004 14 690

INTEREST RATE MATURITY

Average interest rate, % (line)
7.0

tnterest rate maturity, SEKm {bars)
Iso0 . L.

3000 &0
2500 5.0
2000 40
1500 30
1000 2,0

500 1,0

Tyear 2years 3Jyears 4years 5years >5years
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TOTAL YIELD (INCLUDING DIVIDEND)

On average per
2004 year May 1997-

Dec 2004
The Castellum share +45.0% +25.0%
Stackholm Stock Exchange (81X} +20.8% +6.1%
Real Estate Index Sweden (EPRA)  +48.8% +17.2%
Real Estate Index Eurcpe (EPRA)  +41.7% +12.9%

THE SHARE’S DiVIDEND YIELD
w,  last proposed/actual dividend in redation 10 share price

i

IO = W B W N

1498 19%9 2000 0) 2002 2003 2004 2005

THE SHARE’S P/E AND P/CE

Share price in relation to rolling quarterly net income
.25 ——PE_==PKE

¢
1998 1999 2000 2007 2002 2003 2004 2005
THE SHARE'S PRICE/NAV
% e Before tax = After 28% tax

2000 2001 2002 2003 2004 2005
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The Castellum Share

Dividend

The Board intends to propose the Annual General Meeting to decide on
a dividend of SEK 9.50 per share, an increase of 12% compared with
previous vear. The dividend ratio is 68% of net income, excluding net
write-downs and after a 28% tax deduction.

If the AGM decides to accept the Board's dividend proposal, of
Wednesday March 30th, 2005 as the record day for payment of the
dividend, the share will be traded including the dividend up to and
including the day for the Annual General Meeting, Wednesday March
231d, 2003, while payment of the dividend is expected to take place on
Monday April 4th, 2005.

Share price and total yield
The price of the Castellum share at the year-end was SEK 238.

During 2004 the total yield on the Castellum share, inciuding dividend
payment of SEK 8.50, was 45%.

Since its introduction to the stock exchange on May 23rd 1997, the
Castellum share’s total yield, compared to the introductory price of SEK
51, has been on average 25% per annum. The corresponding figures for
the Swedish stock exchange, and the Swedish and European real estate
sectors may be seen in the adjacent table.

Key figures relating to the share price

Dividend capacity I Yield

The proposed dividend of SEK 9.50 corresponds to a yield of 4% on the
basis of the share price at the year-end.

Earning capacity | PIE-ratio and P/CE-ratio

The net income per share, excluding net write-downs and after a 28% tax
deduction, was SEK 14.02 for 2004, which compared to the share price
at the year-end represents a P/E-ratio of 17. Cash flow per share was SEK
18.17, representing a P/CE-ratio of 13.

Net asset valuation

At the end of the year the pre tax net asset value per share was SEK 246.
The share price at the year-end was thus 97% of calculated net asset value.
Corresponding figures for net asset value, after a 28% tax deduction, are
SEK 203 and 117% respectively.

Market capitalisation and share turnover
Market capitalisation, i.e. the value of all outstanding shares in Castellum,
on December 31st, 2004 was SEKm 9,758.

During 2004, the turnover was 21.6 millicn shares, equivalent to an
average of 85,000 shares per day, corresponding on an annual basis to 2
turnover rate of 53% based on the number of cutstanding shares at the
beginning of the year.
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Shareholders

At the year-end, Castellum had approx. 8,900 sharcholders. The
proportion of shares registered abroad at the year-end was 37%.
Shareholders registered abroad can not be broken down in terms of
directly held and nominee registered shares.

Share capital, number of shares and repurchase

The share capital amounts to SEKm 86, distributed among 43,001,677
A-shares with a nominal value of SEK 2 per share. Each share, except
the company’s own repurchased shares, entitles the holder to one vote
and carries an equal right to a share in Castellum’s capital, There are no
potential shares, such as convertible shares. Changes in share capital and
the number of shares are displayed in note 15.

During 2000 Castellum repurchased 2,001,677 of the company's own
shares for a total of SEKm 194, equivalent to 4.7% of the total registered
number of shares. Since then no repurchases of the company’s own
shares have been made. As repurchasing is a good method of adapting
the capital structure to the capital requirements from time to time, the
Board will propose to the AGM that the mandate to repurchase shares
will be extended until the next AGM. This mandate provides the facility
to repurchase a maximum of 10% of the number of registered shares in
the compary, i.e. a further 2.3 million shares in addition to the previously
repurchased shares.

The number of cutstanding shares, i.e. the number of registered shares
minus the number of repurchased shares, thus totals 41,000,000.

The Castellum share is listed on Stockholmsbérsens (Stockholm Stock
Exchange) O-list, and is thus exempt from wealth tax for Swedish private
individuals resident in Sweden.

Listed real estate companies

The total market capitalisation of Swedish real estate companies
operating solely in this field was SEK 60 billion at the year-end, of
which the largest, Whilborgs, Castellum, Hufvudstaden, Kungsleden
and Wallenstar account for more than SEK 40 billion. The real estate
sector accounts for approx. 4% of the total market capitalisation of listed
companies totalling approx. SEK 2,800 billion.

Investor relations
Castellum’s objective is to continuously provide frequent, open and fair
reporting on the company’s real estate portfolio, results and financial

position to shareholders, the capital market, the media and other interested

parties, yet without disclosing any individual business relations.
Investor Relations are based above all on quarterly financial reports,
press releases on significant commercial events and presentations of
Castellum.
During the year, a large number of presentations of Castellum were

made in meetings with investors and analysts, and at investment meetings

in collaboration with brokers, the media or associations both in Sweden
and abroad. The large proportion of foreign shareholders means that there
is extensive contact with foreign investors.

There are between 10-15 Swedish and foreign analysts who track the
development of both Castellumn and the Swedish real estate sector.

CASTELLUM ANNUAL
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SHAREHOLDERS ON 31-12-2004

Percentage
of voting
Numberof  rights and
Shareholders shares capital
Szombatfalvy, Laszlo 2 500 000 6,1%
Andra AP-fonden 2211512 5.4%
AFA Sjukfarsakrings AB 2080 770 S, 1%
Tredje AP-fonden 2 077 8OO 51%
Fjarde AP-fonden 1250 200 3,i%
SPP Livfdrsékring AB 1 266 600 31%
AFA TFA Forsakrings AB 640 540 1,6%
Roburs Aktiefond Realinvest 586918 1,4%
Férsta AP-fonden 505 850 1.2%
Svenskt Naringslv 500 000 1,2%
LF Fastighetsfonden 453 215 1.1%
Handetshankens Smabolagsfond 344 500 0.8%
Norman, Bengt 300 000 0,7%
Lansfarsakringar Liv 281674 0,7%
Roburs Smabolagsfond Sverige 222 700 0,5%
AFA AGB 191 850 0,5%
Handelsbanken Sverige/Varlden 178 338 0,4%
Larona Aktiebolag 175 000 0,4%
Livforsakringsaktiebolaget Skandia 159 136 0,4%
Carlson Smabolagsfond 157 000 0,4%
Handelsbankens Reavinstfond 155678 0,4%
Sjdstrand, Peter 150 000 0.4%
Roburs Miljafond 150 000 0,4%
Swedish sharehalders < 150 G00 shares:
5 holders, 100 0400-149 999 shares 688 425 1,7%
110 holders, 10 000-99 999 shares 3089 485 7.5%
1013 holders, 1 000-9 999 shares 3070172 7.5%
7 416 holders, 1-999 shares 2249232 5.5%
Shareholders reqgistered abroad 15 323 405 374%
Total outstanding shares 41600 000 100,0%
Repurchased shares 200t 677
Total registered shares 43001677

DISTRIBUTION OF SHAREHOLDERS BY COUNTRY 31-12-2004

REPORT
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DIRECTORS" REPORT
EIGHT-YEAR SUMMARY
_ 2004 2003 2002 2001 2000 1999 1998 1997
Share price, SEK o o
dosing price 238.00 170.00 122.00 108.50 104.00 83.00 E8.00 79.00
highest 243.00 180.50 137.00 115.00 110.00 88.00 100.00 §2.00
lowest 157.50 113.00 98.50 90.50 68.00 66.50 65.50 54.00
average (highlow per day) 189.27 135.43 11931 103.79 89.42 77.65 £4.22 66.67
Dividend, SEK (2004 proposed) 9.50 8.50 7.50 6.50 5.50 4.50 3.50 275
The share's dividend yield 4.0% 5.0% 6.1% 6.0% 53% 5.4% 4.0% 35%
Dividend ratio 68% 67% 62% 65% 66% 69% 67% 63%
Total yield, Casteltum share 45.0%  455%  184% 96% 319%"  -17%  149% 549%%
Real Estate Index Sweden (EPRA) 48.8% 32.5% 3.2% -2.2% 42.1% 19.4% —4.2% 2.6%
Real Estate Index Europe (EPRA) 41.7% 21.4% 2.3% ~0.6% 17.4% 13.3% -0.9% B.6%
Stockho!m Stock Exchange (SIX) 20.8% 342% -35.9% ~14.8% -10.8% 69.8% 13.1% 3.4%
Number of shares, thousand
average 41 000 41 000 41000 41 00C 46 628 50 000 50 000 50 000
outstanding 41 000 41 00C 41 000 41 000 41 000 50 000 50 000 50 000
registered 43 002 43 002 43 002 43 002 43 002 50 000 S0 000 50000
Number of shareholders 8900 8 800 8 300 7100 7100 7100 5 400 4200
Proportion of shareholders registered abroad 37% 33% 31% 34% 44% 42% 53% 45%
Market capitalisation, SEKm 9758 6970 5002 4 448 4 264 4 150 4 400 39580
Turnover, thousand shares per year 21572 2307 26 500 33180 39186 28 288 46 095 27 651
Turnover, thousand shares per day on average 85 92 108 133 156 112 184 180
Turnover rate per year 53% 56% 66% 81% 84% 57% 92% 92%
Net income per share excluding net write-downs
and after a 28% tax deduction, SEK 14.02 1273 12.07 9.95 a.39 6.56 5.24 434
P/E 17.0 134 101 109 124 12.7 i6.8 18.2
Income from property management, SEK 14.85 13.29 12.39 10.68 8.60 6.92 5.50 4.74
Cash flow from management, SEK 18.17 16.39 1547 13.32 10.72 8.70 714 6.30
P/CE 131 10.4 8.0 8.1 9.7 95 123 125
Equity per share, SEK 120 114 109 94 89 87 85 84
Net asset value per share pre tax/after tax, SEX 246/203 220/186 2121183 197171 174/155 1424132 - -
Share price/Net asset value, pre tax/after tax 91%M117% 77%/MG1% 58%/67% 55%/B3% 60%/67% 58%/63% - -

1) Including an average value of SEK 0.98 for redemption rights. 2) From an introductary offering price of SEK 51.

THE CASTELLUM SHARE'S PRICE TREND AND TURNOVER SINCE IPO MAY 23RD, 1997 UNTIL JANUARY 28TH, 2005

Turnover, million shares per month
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PRESS RELEASES

27-01-2005  Castellum proposes an increased dividend of SEK 9.50

10-01-2005  Castellum sells residential properties for SEKm 128

16-12-2004  Casteltum invests SEKm 113 and sells for SEKm 44

22-10-2004  Castelium’s income from property management improved by 12%
13-10-2004  Casteltum sells for SEKm 34 and invests SEKm &

15-09-2004  Castellum invests SEKm 183

20-07-2004  Castellum’s income from property management improved by 1%
30-06-2004  Castellum invests SEKm 44

10-06-2004  Castellum invests SEKm 160 and sells for SEKm 30

27-04-2004  Castellum invests SEKm 102

21-04-2004  Castellum invests SEKm 283

21-04-2004  Earnings trend in Castellum cantinues positive

15-04-2004  Castellum sells with a capital gain of SEKm 14 and invests SEKm 47
25-03-2004  Annual General Meeting in Castellum AB

19-03-2004  Castellum invests SEKm 110

25-02-2004  Castellum sells with a capital gain of SEKm 57 and invests SEKm 30
23-02-2004  Proposals to the Annual General Meeting in Castellum AB
27-01-2004  Castellum proposes an increased dividend of SEK 8.50

23-01-2004  Castellum sells properties with a capital gain of SEKm 40
12-01-2004  Castellum sells properties with a capital gain of SEKm 30
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www.castellum.se
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All press releases, quarterly reports and annual reports, both in
Swedish and English, are available immediately after publication

at www.castellum.se. On the website, it is possible to subscribe to
Castellum’s press releases and quarterly reports. Other information
about Castellum, such as the real estate portfolio and continuous
updates of the Castellum share price are also disclosed on the website.
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Corporate Governance

Annual General Meeting

The Annual General Meeting (AGM) is the highest decision making
forum in Castellum AB (publ) by which the shareholders exercise their
direct influence over the company. The AGM’s tasks are settled by

the Companies Act and the Articles of Association, of which the latter

is available on the company’s webpage. The Articles of Association
stipulates that, at the AGM, every person entitled to vote may vote for

all of the shares owned or represented by that person without limit to the
number of such votes. The surnmuns to the AGM shall be issued no more
than six and no less than four weeks prior to the meeting.

The latest AGM was held on March the 25th 2004 in Stenhammarsalen,
the Gothenburg Concert Hall. At the AGM over 200 shareholders

were present, which represented 25.2% of the total number of shares.

The AGM re-elected the current Board of Directors consisting of Jan
Kvarnstrim, Ulla-Britt Frijdin-Hellgvist, Mats Israelsson, Lars-Enk
Jansson, Gunnar Larsson, Stig-Ame Larsson and Goran Lindén. Anders
Wikstrém, working as lawyer at Mannheimer Swartling Advokatbyri, has
during the year served as secretary to the Board.

Dividend to the shareholders was approved according to the Boards
proposal of SEK 8.50 per share.

The AGM also decided to authorise the Board — for the purpose of
adjusting the company’s capital structure — to both acquire the company’s
own shares, up to 10% of all shares in the company, and to give the Board
the mandate to transfer all of the company's shares held by the company,

Further the AGM decided that a nomination committee should be formed.

At the following inaugural Board meeting Jan Kvamstrém was re-
elected as Chairman of the Board.

The Board of Directors and their activities

According to the articles of association, Castellum’s Board shall consist
of no fewer than four and no more than eight members, with no more

than two deputies if required. At present the Board consists of seven
ordinary members and no deputies. The Board works according to a set of
procedural rules containing instructions on the allocation of work between
the Board and the CEO.

During 2004, Castellum’s Board held eight meetings of which one was
an inaugural meeting. According to the prevailing procedural rules, the
Board must hold at least five ordinary board meetings each calendar year.

Board meetings are held in conjunction with the publication of the
company's reports, with the year-end and proposed appropriation of
profits being dealt with in January, interim accounts in April, July and
October, and the budget for the next year at the meeting held in December.

At each of the ordinary board meetings, those present deal with
matters of significance for the company, such as acquisitions and sales of
properties, as well as investments in existing properties. Furthermore the
Board is informed about the current state of operations and occupancy in
the Group’s sub-markets.

The regular matters dealt with by the Board during 2004 included the
business plan, company-wide policies, overall strategies, the procedural
rules for the Board, the capital structure and financing requirements,
accounting matters and the company’s insurance situation.

CASTELLUM ANNUAL REPORT 2004
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From the left: Stig-Arne Larsson, Ulla-Britt Fréidin-Hellgvist, Gunnar Larsson, Anders Wikstrém, Jan Kvarnstrom, Lars-Erik Jansson, Mats Israelsson, Géran Lindén

JAN KVARNSTRGM

Chairman of the Board

8orn 1948. Elected to the Board
1994, Chairman since 1994,
Member of the Board of Managing
Diractors in Dresdner Bank AG.
Other assignments: Director of
Posten AB and Nobel Biocare AG.
Shareholdings; 400.

STIG-ARNE LARSS50N

Born 1943, Director since 1997,
Own company, Sal Ventures AB,
Other assignments: Chairman of
the Board of Trade Doubler AB and
Generic Mobite AB.

Shareholdings: 500.

ULLA-BRITT FRAJDIN-HELLQVIST

Born 1954. Directar since 2003.
Head of Department in Svenskt
Naringsliv.

Other assignments: Director of
Finnveden AB and SinterCast AB.
Shareholdings: 200.

GORAN LINDEN

Born 1944, Director since 1999.
Other assignments; Chairman

of the Board of Insplanet AB,
Procordias pensionsstiftelse,
Gurlitta AB, Alterum AB, Flodins
Filter AB and Vastana Slott AB and
Director of Wicanders Férvaltnings
AB, Cycleurope AB, Pricer AB and
Alpha Sweden AB.

Shareholdings: G.

MATS ISRAELSSON

Born 1940. Director since 1997.
Own company, Mats Israelsson
Konsult AB.

Other assignments: Chairman of
the Board of Forsen Projekt AB
and Director of Atrium Fastigheter
AB, Kungsleden AB, Akademiska
Hus i Stockholm AB and Veidekke
Bostad AB.

Shareholdings: 6 000.

LARS-ERIK JANSSON

Chief Excutive Officer

Born 1945. Director since 2000.
Other assignments: Director of
Fastighets&garna Sverige Géiteborg
Forsta regionen, Fastighetsarbets-
givarna Almega, Fastighetsarbets-
givarnas Forening for Utveckling
and European Public Real Estate
Association (EPRA).

Shareholdings: 26 300.

CASTELLUM ANNUAL REPORT 2004

GUNNAR LARSS0N

Born 1940. Director since 1996.
Other assignments: Chairman of
the Swedish Sports Confederation
and Chairman of the Board

of Andra AP-fonden, Thotin

& Larsson-Gruppen AB and
GoteborgsOperan AB.
Shareholdings: 500.

ANDERS WIKSTROM

Styrelsesekreterare

Born 1949. Secretary to the Board
since 1994. Lawyer, Mannheimer
Swartling Advokatbyrd.
Shareholdings: 343.

The above information refers to the
situation on February 4th, 2005.
Shareholdings incfude own holdings
and those of spousa, minors and
associated companies,
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AUDITORS

] - .
From the left: Caf Nackstad, Ingemar Rindstig, Conny Lysér

CAJ NACKSTAD INGEMAR RINDSTIG

Born 1945. Authorised Public  Born 1948, Authorised Public
Accountant, KPMG. Accountant, Ernst & Young.
Company’s auditor since Company’s auditor since
1994, 2003.

CONNY LYSER

Born 1962. Authorised Public
Accountant, KPMG.
Carnpany’s deputy auditor
since 2003,

Remuneration Committee
The Remuneration Committee works mainly with the the question of
remuneration and incentive plans for the CEO and other senior executives,

Audit Committee

The Audit Committee’s tasks are to take responsibility for the company's
internal control, accounting principles, risk management, financial
reporting, auditing and prepare for the election of auditors and their
remuneration as well as secure a qualified independent review of the
company.

The Remuneration as well as the Audit Committee consist of all
members of the Board whom are not employed by the company. The
Chairman of the Committees should be the Chairman of the Board and
meetings are held at least two times a year in conjunction with the year-
end and half-year reports.

Audit

Castellum’s auditors are elected by the AGM for a period of four years.
The present period began in 2003 and the next election will therefore
take place at the regular AGM in 2007. The company’s auditors are

Caj Nackstad, working at KPMG, Ingemar Rindstig, working at Ernst

& Young and Conny Lysér, deputy auditor, working at KPMG, all of
them are authorised public accountants. The audit assignment has been
performed through interim audits and audit of the half-year report and the
annual report. The company’s auditors shall be present ai board meetings
at least once each year.

Nomination Committee

The AGM 2004 decided that a Nomination Cemmittee should be formed

in order to make proposals for the election of the Board of Directors

and remuneration to the members. The Nomination Committee should,

besides the Chairman of the Board, who is also Convener and Chairman

of the Committee, consist of three members from the largest owner-

groups at the end of the third quarter. The merbers of the Nomination |
Committee will be announced in the company’s interim report for the |
period January-September.

According to the AGM’s decision, a Nomination Committee was [
formed during October 2004, consisting of Jan Kvarnstrém, Chairman,
Lars Ghrstedt AFA Sjukfirsdkrings AB, Carl Rosén Andra AP-fonden
and Pernilla Klein Tredje AP-fonden. The work of the Committee is in )
progress. The proposals are expected to be announced in connection with ’
the invitation to the AGM. i

The Annual General Meeting 2005

For the AGM on March 23rd, 2003 the Board proposes:

- a dividend of SEK 9.50 per share

— a renewed mandate for the Board to decide on purchase or transfer of
the company’s own shares.
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Senior Executives

The CEO leads the operations according to the guidelines and directives
submitted by the Board of Directors. The CEQ is responsible for pro-
viding the Board with information and the necessary basis for decision
making, and also reports at Board meetings. The CEOQ shall ensure that the
Boardmembers receive continuous information needed in order to follow
the company’s and the Group's financial position, result, liquidity and
development. Senior Executives consists of the CEO and the deputy CEO.
Other Senior Executives consists of, apart from the Senior Executives, the
six Managing Directors of the subsidiaries and the Treasurer.

Remunerations

Remuneration to the CEQ, the deputy CEO and other senior executives is
decided by the Remuneration Committee, consisting of all members of the
Board excluding the CEQ. Remuneration consists of fixed salary as well
as a variable part according to an incentive plan containing two parts. The
variable part can, during the plan’s three-year period, total a maximum

of three years salary. The two parts of the incentive plan consist of: One
profit-based part mainly based on the profit trend and, if the targets are
reached, this is paid as salary after the financial statements have been
adopted. The profit-based part can total at maximum of a half-year salary
per annum. One share price-based part based on the total return on the
Castellum share during a three-year period, both in nominal figures and
compared with the real estate index. The share price-based bonus ¢an
during the three-year period total a maximum of one and a half years
salary. Executives in receipt of variable remuneration according to the
incentive plan undertake to acquire Castellum shares for at least half of
the amount due after tax. Variable remuneration does not affect pension
contributions. For more information se note 11.

From the left, front row: Bengt Arne Johansson, Anette Engstram, Claes Larsson, Géran
Mértensson. From the left, back row: Tage Christoffersson, Christer Sundberg, Nils Pers.

REPORT

SENIOR EXECUTIVES

LARS-ERIK JANSSON

Chief Executive Officer.
Born 1945,

Employed since 1994.
Shareholdings: 26 300.

HAKAN HELLSTROM

Chief Financial Officer
and Deputy CEO and with
responsibility for Investor
Relations.

Born 1956.

Employed since 1994.
Sharehaldings: 17 500.

OTHER SENIOR

EXECUTIVES

TAGE CHRISTOFFERSSON

Managing Director of
Eklandia Fastighets AB.
Born 1952.

Employed since 1994,
Shareholdings: 8 600.

BENGT ARNE JOHANSSON

Managing Director of
Fastighets AB Briggen.
Born 1943.

Employed since 1996,
Sharehaldings: 12 400.

GORAN MARTENSSON

Managing Director of
Fastighets AB Corallen.
Born 1942.

Employed since 1994.
Shareholdings: 8 600,

ANETTE ENGSTROM

Treasurer of Castellum AB.
Born 1961,

Employed since 2000.
Shareholdings: 3 800.

CHRISTER SUNDBERG

Managing Director of
Harry Sjdgren AB.
Born 1955.

Employed since 1994.
Shareholdings: 7 600.

NILS PERS

Managing Director of
Fastighets AB Brostaden.
Born 1960.

Employed since 1994,
Shareholdings: 8 000,

CLAES LARSSON

Managing Director of
Aspholmen fastigheter AB.
Born 1957.

Employed since 2002.
Shareholdings: 1 650.

The above information refers to the situation on February 4th, 2005.
Sharehoidings indude own holdings and thase of spouse, minors and

assoclated companies.
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New Accounting Principles 2005

Beginning 2005 all listed companies within the EU must follow a common
set of accounting rules (IFRS}. The fundamental principals of the new rules
are the use of fair value in the balance sheet and unrealized changes in fair
value in the income statement, instead of previously acquisition value in the
balance sheet and information about the fair value in the notes.

Changed accounting principles does not change a company’s earnings
capacity, it just changes the way income and costs are recognized on an
accrual basis. Therefore Castellum's strategies will remain unchanged even
though some objectives have been adjusted to the new accounting principles.

The rules of the IFRS are extensive and leaves some possibilities to
choose between different accounting principles. The new principles will
effect Castellum primarily in two areas — Investment Properties and
Financial Instruments.

Investment properties

Properties will be recorded at fair value in the balance sheet with unrealized
changes in value in the income statement. The result is that depreciation
and write-downs on properties disappear and that the term income from
property sales changes to be the difference between the sales price and the
latest vatuation, i.e. a realized change in value,

Castellum has a substantial surplus value in the real estate portfolio
SEKm 4,708 which, after deduction of deferred tax, will be made visible
in the balance sheet. Income from property sales reported from book value,
SEKm 190, disappears and is replaced by the realized gain on properties
sold above the latest vatuation, SEKm 89. The change in value compared
to the valuation previous year adjusted for investments made has been
calculated to SEKm 574, equivalent to 3%. However, the change in value
falls within the +/- 5-10% value range often used for the uncertainty in
property valuations.

Financial instruments
Castellum manages interest rate risk on portfolio level and uses interest
rate derivatives (mainly interest rate swaps}) in order to achieve the desired
interest rate maturity structure. An interest rate derivative is a financial
instrument which should be recorded at fair value in the balance sheet and,
in the way Castellum handels interest rate risk, with an unrealized change
in value in the income statement.

Castellum's average interest rate for funding was 4.8% at the year
end. The average market interest rate for a new credit portfolio with the
equivalent interest rate maturity structure is 3.6%. The difference is in part
due to falling market interest rates since deal date, part due to the time
factor (an originally 5-year fixed interest term with 2 years left is valued
as a 2-year fixed interest term), Since the market interest rate is lower
there is a theoretical sub value in the interest rate portfolio, which as of 31
December 2004 was SEKm 391. Falling market interest rates during the
year have increased the sub value by SEKm 146, which effects the income
statement for the year.

Effects in the income statement and the balance sheet

Taken all in all, cash flow from management will not be effected by the
new rules, while the net income including changes in value will show both
future fluctuations (+/- 1% change in value on properties give +/- SEKm
194, +/- 1% change in market interest rates give +/- SEKm 200 in change
of value in derivatives) between different quarters and years as well as
contain a greater share of income statement items which are not effected by

Castellum.
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Current Adjust. IFRS

SEKm 2004 2004 2003
Income Statement
Rental income 1856 - 1856 1758
Property costs —625 - -625 -591
Depreciation -136 +132 -4 -5
Central admin. exp. -68 —-68 -66
Net financial items —418 - 418 428
Income from property

management 609 +132 741 668
Income from property sales 190 -180 - -
Net write-downs =2 +2 - -
Change in value

Properties realized - +8% 89 61

Properties, unrealized - +571 571 -104

Derivatives, unrealized - ~146 -146 -13
Income before tax 797 458 1255 612
Tax =211 -128 -339 =172
Net income 586 330 916 440
Balance Sheet
Real estate 14741 +4 708 19 449 18 315
Other assets 101 101 200
Total assets 14 842 +4 708 19 550 18 215
Shareholders’ equity 4927 +3 108 8035 7 463

Equityfassets ratio 33% 41% 42%
Deferred tax 450 +1 209 1659 1292
Interest bearing liabilities 8834 8834 8598
Derivatives - +391 391 245
Qther liabilities 631 631 611
Total shareholders’

equity/liabilities 14 842 +4 708 19 550 18 215
New objectives

Castellum’s income objectives have been an annual growth of 10% in
income from property management as well as capital gains of at least
SEKm 80-100 from sales of mature properties. The objective 10%
growth in income from property management will remain. Since the term
income from property sales will change, the objective of capital gains
will disappear. The strategy to sale mature properties remain, why new
turnover objectives for the real estate portfolio has been set up — invest-
ments of at least SEKm 1,000 per year and sales of at least SEKm 500,
however, only under the precondition that the investment criteria are met.

Castellum’s objectives for the capital structure has been an equity/assets
ratio of at least 30% and an interest coverage ratio of at least 200%. The
equity/assets ratio will with the new guidelines be both higher and show
future fluctuations due to annual changes in value. The new objective for
the equity/assets ratio has therefore been set within a range of 35-45%.
The interest coverage ratio will not be effected by the new guidelines and
the objective of at least 200% remains.

Castellum’s objective for dividend has been to distribute at least 50%
of income from property management and income from property sales
less a 28% tax deduction. Since the basis for dividend is somewhat
lower (income from property sales disappears with a larger amount than
depreciation is reduced) the new objective has been set to at least 60% of
incorne from property management less 28% tax. In order to avoid large
fluctuations in the dividend and not to distribute unrealized gains, changes
in value are not part of the basis for the annual dividend.
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Financial Review

Summary
Group rental income amounted to SEKm 1,856 (1,758), with an economic
occupancy rate of 89,6% (90.7%). Income from property management,
which is net income excluding capital gains from property sales, net
write-downs and tax, amounted to SEKm 609 (545), equivalent to SEK
14.85 (13.29) per share. The improvement is 12% and has been achieved
chiefly through lower interest rate levels.

During the year, properties for a total of SEKm 494 (397) were sold
with a capital gain of SEKm 190 (180).

Castellum’s net income after tax for the year 2004 was SEKm 586
(526).

The real estate portfolio

As of 31 December 2004 Castellum’s real estate portfolio had a book
value of SEKm 14,741 {13,911). During the period, investments totalling
SEKm 1,268 (1,108) were made, of which SEKm 848 (611) were
acquisitions and SEKm 420 (497) investments in existing properties.
The long term value determined on an eamings basis was SEKm 19,449
(18,015).

Financing

As of 31 December, 2004 Castellum hade long-term binding credit
agreements totalling SEKm 10,958 (10,059), short-term binding

credit agreements totalling SEKm 732 (694) and a commercial paper
programme of SEKm 3,000 (2,500). Cutstanding commercial papers of
SEKm 2,417 are fully covered by unutilized long-term credit agreements.
After deduction of liquidity of SEKm 7 (33), net interest bearing items
were SEKm 8,827 (8,565). The duration of Castellum’s long-term credit
agreements as of 31 December was 6.3 years.

The average effective interest rate as of 31 December, 2004 was 4.8%
(5.2%). The average fixed interest term on the same date was 2.4 years
(2,7), while the share of loans with interest rate maturity during the next
12 months was 36% (38%).

The new year 2005

Rental levels are expected to remain stable, hence a majority of the
contracts that fall due for renegotiation during 2005 will probably be
extended with unchanged conditions. For the year 2005 the demand for
small and mid-size premises is expected to improve among both current
as well as potential tenants, yet with local variations. At the same time
terminations are expected to decrease.

Regarding property costs, they are on a long-term stable level.
However, just like previous years, the trend in property costs is somewhat
uncertain when looking at taxes, municipal fees and energy prices.

Castellum’s interest rate maturity structure provides low exposure to
changes in the market interest rate, hence a short term change will not
have any larger effect on Castellum’s interest rate costs.

The real estate market seems to continue to be stable with high activity
and a large demand from both domestic as well as international investors,
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MULTI YEAR SUMMARY

2004 2003 2002 2001 2000 1999 1958 1897
Income Statement
Rental income 1856 1758 1684 1571 1435 1256 1200 113
Property costs 625 =591 -556 -544 -513 -495 -514 -530
Net operating income 1231 1167 1128 1027 922 761 686 601
Depreciation -136 -128 =116 -108 -100 -89 -83 -78
Central administrative expenses -68 —-66 -62 67 -61 -55 ~57 =52
Net fincial items -418 —428 =442 414 -360 =271 -271 -234
Income from property management 609 545 508 438 40 346 275 237
Income from property sales 190 180 179 129 142 109 89 64
Net write-downs etc. =2 6 316 - -12 - - -10
Current tax -5 -1 -2 - -1 - -1 -
Deferred tax =206 -204 -128 -141 -134 —-127 -1 -81
Net income for the year 586 526 873 426 396 328 262 210
Balance Sheet
Real estate 14740 13 911 13137 12176 11044 10 242 8 695 8 586
Other assets 94 167 172 521 386 577 767 710
Cash and bank 7 33 20 20 11 96 100 116
Total assets 14842 14111 13 329 12717 11 441 10915 9 562 9412
Shareholders’ equity 4927 4 689 4470 3843 3642 4370 4263 4182
Interest-bearing liabilities B 834 8598 8264 8254 7 245 5670 4 765 4795
Non interest-bearing liabilities 1081 824 595 620 554 875 534 435
Total shareholders’ equity and liabilities 14 842 1411 13329 12717 11441 10 315 9 562 9412
Financial key ratios
Income from property management, SEKm 609 545 508 438 401 346 275 237
Cash ffow from management, SEKm 745 672 622 546 500 435 357 315
Met operating income margin 66% 66% 67% 65% 64% 61% 57% 53%
Interest rate, average 4,9% 5,4% 5.7% 5,8% 5.9% 5.8% 6,3% 6.2%
Interest coverage ratio 278% 257% 241% 232% 239% 261% 232% 235%%
Return on equity 12.2% 11.5% 21.0% A% 9.9% 7.6% 6.2% 5.1%
Return on total capital 8.4% 8.4% 11.1% 8.1% 80% 7.1% 6.7% 5.7%
Investments in properties, SEKm 1268 1108 1050 1741 1352 1993 712 867
Sales, SEKm 494 397 503 635 598 425 571 389
Borrowing ratio 60% 62% 63% 66% 66% 57% 55% 56%
Equity/assets ratio 33% 33% 34% 30% 32% 40% 45% 44%
Data per share (since there are no potential common stock there is no effect of dilution)
Average number of shares, thousand 41000 41 000 41 000 41000 46 628 S0 000 50 000 50 000
Earnings after tax, SEK 14.29 12.83 21.29 10.39 849 6.56 5.24 4.20
Income from property management, SEX 14.85 13.29 12.39 10.68 8.60 6.92 5.50 474
Cash flow from management, SEK 18.17 16.39 15.17 13.32 10.72 8.70 7.14 6.30
Custanding nuimber of shares, thousand 41 000 41 000 41 000 41000 41000 50 000 50 000 50 000G
Dividend, SEK {2004 proposed) 9.50 8.50 7.50 6.50 5.50 4.50 3.50 2.75
bividend ratio 68% 67% 62% 65% 66% 69% 67% 63%
Book value of real estate, SEK 360 339 320 297 269 205 174 172
Shareholders’ eguity, SEK 120 114 109 94 89 87 85 8a
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Income Statement
Group Parent Company

SEKm 2004 2003 2004 2003
Rental income Note 3 1856 1758 9 9
Operating expenses Note 4 -342 -326 - -
Maintenance Note 4 -97 -89 - -
Ground rent Note 4 -16 -15 - -
Real estate tax Note 4 -74 —66 - -
Leasing and property administration Note 4 -96 -85 - -
Net operating income before depreciation 1231 1167 9 9
Depreciation Note 5 -136 -128 -1 -1
Gross income from property management 1095 1039 B 8
Property sales Note 6

Net sales proceeds 494 397 - -
Book value - 304 -217 - -
Income from property sales 190 180 - -
Central administrative expenses Note 7 -68 66 -51 -50
Reveresed write-downs on properties 3 32 - -
Write-downs on properties -5 -26 - -
Reveresed write-downs on shares in subsidiaries - - 37 40
Operating income/loss 1215 1159 -6 -2
Financial items

Financial income Note 8 4 14 665 774
Financial costs Note 9 =422 —442 —428 —442
Income/loss after net financial items 797 731 231 330
Current tax Note 10 -5 -1 - -
Deferred tax Note 10 -206 -204 7 3
Net income for the year 586 526 238 333

Data per share {since there are no potential common stock, there is no effect of dilution)

Average number of shares, thousand
Earnings after tax, SEK
Dividend, SEK (for 2004 proposed)

41 000
14.29
9.50
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Balance Sheet
Group Parent Company
Dec31 Dec31 Dec31 Dec3t
SEKm 2004 2003 2004 2003
ASSETS
Fixed assets
Tangible fixed assets
Investment properties Note 12 14741 1391 - -
Equipment and installations Note 13 7 7 1
Total tangible fixed assets 14748 13918 7 1
Financial fixed assets
Participations in group companies Note 14 - - 3727 3690
Long-term receivables, group companies - - 9 69% 8 449
Deferred tax assets Note 16 - - 1 8
Other long-term receivables 2 11 - -
Total financial fixed assets 2 11 13427 12147
Total fixed assets 14750 13929 13428 12148
Current assets
Rent receivables 6 7 - -
Other receivables 56 118 - -
Prepaid expenses and accrued income 23 24 3 3
Cash and bank 7 33 0 0
Total current assets 92 182 3 3
TOTAL ASSETS 14842 14111 13431 12 151
SHAREHOLDERS' EQUITY, PROVISIONS AND LIABILITIES
Shareholders’ equity Note 15
Restricted equity
Share capital 86 86 86 86
Restricted reserves 20 20 20 20
Non-restricted equity
Non-restricted reserves 4235 4057 3707 3686
Net income for the year 586 526 238 333
Total shareholders’ equity 4927 4 689 4 051 4125
Minority capital - 5 - -
Provision, deferred tax liabilities Note 16 450 213 - -
Liabilities Note 17
Non-current interest-bearing liabilities Note 18 8834 8598 8 825 7 527
Non-current interest-bearing liabilities, group companies - - 378 347
Accounts payable 10 125 1 1
Tax liabilities 23 16 1 1
Other liabilities 45 54 - -
Accrued expenses and prepaid income Note 19 462 4n 175 150
Total liabilities 9 465 9204 9 380 8 026
TOTAL SHAREHOLDERS' EQUITY, PROVISONS AND LIABILITIES 14842 14111 13431 12 151
Pledged assets Note 20 8 637 7 802 8488 7 599
Contingent liabilities Note 21 - - - 1003
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Change in Equity

FINANCIAL

REPORTS

Number of out- Non-

standing shares, Share  Restricted  restricted Total
Group, SEKm thousand capital reserves equity equity
Shareholders’ equity 31-12-2002 41000 86 20 4364 4470
Divide