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HofsethBioCareASA is committed to maintaining high standards of corporate governance that will

strengthen confidence in the company among shareholdgnsalcmarlet and among other stakeholders

thereby contributing to the greatest possible value creation over time. The aim of corporate governance is to
regulate the roles of shareholdefsard and management beyond what iguieed by legislatian

The ompany reports in accordance with theawenendation of 30 October 201#he Recommendations" )
issued by the Norwegian Corate Governance (NUESThe rules on the continuing obligations of listed
companies at www.oslobors.no and guidelines are alaitabwww.nues.no

Compliance is based arfcomply or explain” principihich means that the company must comply with all
recommendations or explain why they have chosen an alternative approach to iguecifirmendations.

The following explains the coany's compéince with the 15 sectiomsmd addresses the additional
requirements set dun the Accounting Act §3hb.

Any deviation from the Codé Conducwill be explained under the appropriate section.

This report is paof the compay's annual repdr Thereport is also available on Hofseth BioGaneebsite
www.hofsethBioCare.nalong with more information about the comparbtsiness.

CORPORATE GOVERNANCE

The Board of Directors has the ultimate responsibility to ensure that the company isrg &l corporate
governance. The company's Board of Directors and management conducts a thorough review and assessment
of its principles of corporate governance annually.

Hofseth BioCare is a Norwegian public limited company and is listed on OslohedssswEgian Accounting
Act § 33b and the rules on the Continuing Obligations for stock listed companies Section 7 impose a duty on
the Company to issue in the annual report its principles and practice for corporate governance.

VALUES AND GUIDELINES FOR BUSINESS ETHICS AND CORPORATE SOCIAL

RESPONSIBILITY

Values and guidelines for business ethics and corporate social responsibility are essential to the Company's
competitiveness.

Hofseth BioCare is committed to transparency about it's guidelines for nmaeagef the Company. This
strengthens the value creation, builds internal and external confidence and promotes a code of ethics and
sustainable approach to business.

Hofseth BioCare is founded on the core value of sustainability and optimal use of resowates. The
Company aspires to create a healthy company culture based on these core values. The Board of Directors has
approved the Code of Conduct for business ethics and corporate social responsibility. The Company's
customization of the Code of Corduand the internal guidelines ensures a proper division of roles and
responsibilities and wellinctioning cooperation among the Company's shareholders, the Board of Directors
and its management, and that the business is subject to satisfactory comtraphppopriate distribution of

roles, effective collaboration and satisfactory control contributes to the best possible value creation over time,
for the benefit of it's owners and other stakeholders.

The company's code of Ethics deals with the handlimgurtiality, conflicts of interest, relationships with
customers and suppliers, relations with the media, insider trading and relevant financial interests of a personal
nature.
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The core of the concept of CSR is the company's responsibility for peopheymities and environment
affected by operations and typically addresses

1 HUMAN RIGHTS
which means that the company carries out its operations in accordance with the international
agreements and conventions that are fundamental rights of éugnan being,egardless of race,
gender, religion or other status.

1 ANTICORRUPTION
which means that the organization instructed that it should not be demanded, receive or accept an
offer of an improper advantage in connection with a position, office or assignment.

1 EMROYEE RELATIONS
where AMLs provisions concerning employment contracts, working hours, insurance, pension,
vacation, sick monitoring etc. embodied in internal guidelines and be followed through the
organization. The employees are organized, and thereabliested good communication channels
between employee representatives and management.

1 HSE
where Health, Environment and Security in the company's overall focus. Through guidelines and
incorporate routines that safety inspections, preventive maintenangeénes, etc. involves all the
employeesA safety delegate system is implemented in the organization.

1 DISCRIMINATION
where the Company endeavors to ensure that there shall be no discrimination or unequal treatment
which has its basis in individuals, gasdethnicities, nationalities, religious communities and the like.
The employees are represented by both sexes with both Norwegian and foreign workers.

1 ENVIRONMENTAL
which is a key factor in the company's social responsibility. Emissions to wateraaiad air
continuously monitored. Regular meetings are held with local authorities and municipal bodies.

BUSINESS
The aim of Hofseth BioCare is defined in the Company's Articles of Association, whicbthenstaies:

I Hofseth BioCare's business is developtmenanufacturing, marketing and sale of marine
ingredients such as oil, calcium and protein products, as well as cooperation with, and the
participation and ownership in businesses engaged in related businesses.

f ¢KS /2YLI yeQa o2 NRom3bH lRdeNi® dceoMig tdathelresdutiok of @ S
the General Meeting.

I The company shall have an audit committee.

Please refer to Articles of Association for Hofseth BioCare Hofseth that was last nixddifieer 25 2016,
and is available on the compas websitavww.hofsethbiocare.no

EQUITY AND DIVIDENDS

EQUITY

Hofseth BioCare will have a level equity which is appropriate to its objectives, strategy and risk profile, and the
Board of Directors will contirally to assess the capital situation.
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The Company's Board of Directors and management have used the following instruments to have a customized
equity at any given time

91 Private placement/capital increase
1 Shareholder loans (subordinated loan) that can le@ s part of the company's equity
1 Salesnhancing and costutting measures

Per December 32017, the Group had an equity of MNGK.1, corresponding to an equity ratio 20.1%

The Board is considering an equity share of around 25% to be at a gayidae! in terms of proper equity.

The company'®ngterm debt financing have financial covenants of 25 % equity incladbaydinatedoans.

The main shareholder (s) have, if necessary, issued subordinated loans to ensure that the company is not in
violation of the covenant requirements of the bankise Board of Directors will at any time consider various
instruments to ensure that the company has sufficient egirngjuding authorization granted by the General
Meeting on 29 May 2017 for the issie& of up to apprdarately 23.3 million new shares, valid at the time of
publishing the annual report.

DIVIDEND

Hofseth BioCare aims to give its shareholders a competitive rate of return based on the company's earnings.
The dividend will be consideredthre context of Hofseth BioCare's financial position, loan terms and capital
requirements for existing and new projects.

MANDATES OF THE BOARD OF DIRECTORS

Mandates granted of the Board of Directors, either to increase the company's share capital dats@way
shares, will generally be limited to defined purposes and usually limited in time to the date of the next
annual general meeting.

Per 31. Decemb&017the Board of Directors in Hofseth BioClamédsthe following authorization to increase
the conpany's share capital by issuing new shares with a total face value of up 23/8@K975equivalent
to 23,349,975hares, each Wi a nominal value of NOK 1.00.

The authorization can be usectionnection with the issuance of shares to investors whanisigered to have
strategic importance for the company as well as to repair any issues as a result of such, or any other private
equity issues.

In accordance with this power of attorney to the Board of Directors will also be able to offer shares to the
peaple or companies who are not shareholders of the compaxigting shareholders ' preferential right may
be waived.

The Board of Directors is given the authority to change the Articles of Assosiation stating the share capital size
in accordance with the gines the Board decides under this authorization. The authorization was granted at
the OrdinaryGeneral AssembMay292017and applies until June 2018

EQUAL TREATMENT AND TRANSACTIONS WITH CLOSE ASSOCIATES
Hofseth BioCare has one class of share$ &ere in the Company carries one vote.

All shareholders shall be treated on an equal basis. The shareholders shall not be exposed to differential
GNBFadYSyd GKFG €101a&a I FFHOddzt olaixa Ay 1 2FasSak
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TRANSACTIONS WITH CLOSE ASSOCIATES

Included in the rules of procedures for the Board, there are guidelines for how the members of the Board

and the CEO should act in discussions or decisions of issues in which have a special personal importance to
them, or to any losely related party of the member in question.

¢NF yalOlArzya oAGK NBfFGSR LINIASAE NS I20SNYySR o8
f SYadK LINKRYOALX Sé¢o

¢KS /2YLIyeéQa .2FNR FYR YIFIyF3aSYSyid angRin thekiBfaed) NI f
group, including Roger Hofseth AS and Hofseth International AS, will be related parties to Hofseth BioCare.

Transactions with related parties are further described in notes to the annual accounts.

FREELY NEGOTIABLE SHARES

All sharesn Hofseth BioCare are freely transferable without any limitations in its Articles of Assosiation.

THE GENERAL MEETINGS

Through the general meeting the shareholders exercise the highest authority in Hofseth BioCare. All
shareholders are entitled to subnitems to the agenda, meet, speak and vote at general meetings in
accordance with the provisions of the Norwegian Public Limited Companies Act. The Board of Hofseth BioCare
strives to ensure that the general meetings are en effective forum for communitetioveen shareholders

and the Board, and the Board shall take steps to ensure that as many shareholders as possible may exercise
their rights by participating in the general meetings.

The annual general meeting is heltth year before the end of Mdyxtaordinary general meetings may be
called by the Board atany time.2 FASGK . A2/ F NBQ& | dzZRAG2NI 2N aKI NBK?2
of the total share capital may demand an extraordinary General Meeting to be called.

The notice calling the ada £ ISy SN} f YSSiAy3I A& YIRS | @FLAflFofS
shareholders with known addresses by post no later than 21 days prior to the date of the meeting. Article 9 in
GKS /2YLI yeQa ! NIAOES 27F | &a 2 Matersioh zhy dgendaliof aligbrieral (i K |- (]
YSSGAy3a Oy ©6S YIRS @FrAtlIotS 2y GKS /2YLIlyeQa ¢S
supporting documentation will be available at the same date as the notice calling the meeting and provides all
the necessary information for shareholders to form a view on the matters to be consitleeedeadline for
registration for the annual General Meeting is at the latest 3 days before the general meeting takes place.
Shareholders who cannot attend the genermaetings in person shall be given the opportunity to vote, and

the Company shall provide information and nominate an available person who may vote on behalf of the
shareholders in this respect.

The general meeting elects the members and deputy membéhns &oard, determines the remuneration of

GKS YSYOSNBR 2F (GKS . 2FNRXZ | LIINR@®SaE (GKS Fyydzft IO
YIEYyFEaASYSyid NBYdzySNIGA2y |yR RSOARS&a adzOK 230KSNJ Yl
Associabtin are to be transacted at the General Meeting.

The Board of Directors, the Nomination Committee and the auditor's attendance at the General Meeting is
waived from the recommendation if a review of the agenda, the availability and physical location would
suggest thisUnderthe GeneraMeetingfor the adoption of the accounts f@016were not all members who
participated.The auditor did participate.
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NOMINATION COMMITTEE

The General Meeting has chosen an Nomiation Committee to secure the objectivitglinggte
shareholders interests.

The company shall have a nomination committee consisting of 3 members to be elected by the General
Meeting. The majority of the members of the nomination committee shall be independent of the board of
directors and the maagement.The members of the nomination committee shall be elected for terms of two
years.

The nomination committee shall propose candidates for the board of directors and the nomination committee,
including remuneration to the board of directors and thenmbers of the nomination committedlembers
of the Nomination Committee are Ola Holen, Lennart Clausen and Roger Hofseth.

Ola Holen became interim chairman on September 15, 2017 and Roger Hofseth became CEO 14 August 2017,
andistoday not independent of thboard and managemeridew members of the election committedll be
elected at the Annual General Meeting in 2018.

The remuneration to the Nominating Committee shall be determined by the General Meeting.

The nomination committee sha&aluate the needofr changes othe board and the nomination committee.
To have the best possible basis for their deliberations, the committee df@iriccontact wittthe directors
and the CEO.

Furthermore, the Nomination Committeghould consult relevant shareholders foominations and for
rootingits decisionThe lmardQ évaluation report (ref. Paragraph 9 of its work), should be treated separately
by the Nomination Committee.

The recommendations of the nomination committee shall be reasoned.

THE BOARD OF DIRECTORS, COMPOSITION AND INDEPENDENCE

The Board of Hofseth BioCare incluftes members, of whiclwo women, in addition to one deputy board
YSYOSNE 6KAOK O2NNBalLRyRa (2 GKS /2YLIyeQa ! NIAOf
should have fromhree to ten members.

A ¥ 4 A x

aSYOSNR 2F GKS . 2FNR INB aStSOGSR Ay GKS ftA3IKG 27
and balanced decisiemaking, and with the aim of ensuring that the Board of Directors can operate
independently of any sp&t interests and function effectively as a collegiate body.

¢CKS YI22NRGe 2F (GUKS . 2FINR 2F 5ANBOG2NE akKlftf oS A
business connections. At least two of the members of the Board shall be independent & tie.J- y & Qa Y I
shareholder(s)The Board of Directors does not include executive personnel.

Interim chairman of the Boar®la Holenisemployedinonedi KS / 2 YLJ y@ Qa & MNBI&& (I aK
Aa Fftaz2z NBfFGSR (2 as dfécliohs ard¥s thiisknét cohstdaredlingepeddent.d dza A Y
The boad member<ChristophBaldegger, Torill Standal Eliasaenconsidered independent of management,

0dzaAySaa O2yySOiAz2ya IyR (GKS /2YLIlyeQa YIFIAYy &kl NB

Henriette Godg Heggdalda employee of ta company akabmanagey however, is the shareholder elected
representative to the Board of Directors.
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The term of office for members of the Board of Directors is two years. An updated overview of the members
of the Board of Directors of Hofseth BioCareluding their employment, education and professional
o O]l ANRBdzy R A& LINE @ébstt&w.Bofsethbiécare.no2 Y LI y & Qa

Members of the Board of Directors is encouraged to own shares in the company

The Gesral Meeting elects the Chariman of The Board of Directors.

THE WORK OF THE BOARD OF DIRECTORS

THE BOARD OF DIRECTORS
The Board of Directors has the overall responsibility for the management of Hofseth BioCare. This includes a
responsibility to supervidey R SESNOA &S O2yiNRf 2F GKS /2YLI yeéQa |

CdzNII KSNXY2NB> (KAa AyOfdzRSa RS@GSt2LIAyYy3I GKS /2YLI ye
the Board of Directors exercises supervision responsibilities to ensure that the company ritsubagaess

and assets and carries out risk management in a prudent and satisfactory manner. The Board of Directors is
also responsible for the appointment of the Chief Executive Officer (CEQO).

The board has its own mandidate.

HE BOARD PREPARES AN ANNUAL PLAN FOR ITS WORK

In accordance with the provisions of Norwegian company law, the proceedings and responsibilities of the
Board of Directors are governed by a set of rules of procedures. The Chairman of the Board is responsible for
ensuring that the workf the Board of Directors is carried out in an effective and proper manner in

accordance with legislation.

The Board of Directors has issued a mandate for the work of the CEO. There is a clear division of
responsibilities between the Board of Directors HielCEO. The CEO is responsible for the operational
management of the group.

THE BOARD CARRIES OUT AN ANNUAL EVALUATION OF ITS OWN PERFORMANCE, WORKING
ARRANGEMENTS AND COMPETENCE.

¢KS . 2FNR 2F 5ANBOG2NAE KFa FR2LEBSRO VY | IdBRAFINORWITS
/| 2YLI yeQa ! NIAOf Sa 27F | dThezelsialspiedieRinstrugtiGn®forkh2 yudic I y R
Committee.

I OO2NRAY3I G2 GKS /2YLI yeQa I NGHAOESa 2F ' aa20AL G A
committee.The menbers of the Audit Committiee are:

1 Torill Standal Eliassgeader)

The ®ard of Directors has adopteccampensatiorO2 YYA G 0SS o0GKS a! dzZRAG [/ 2YYAQ
/ 2YLI yedQa ! NI A Of S&. TReTnerhb&ra & héompérsatigfCofniBiteé dre2 v

1 Christoph Baldegger
1 Roger Hofseth
9 Torill Standal Eliassen

8 Annual Report

' HOFSETH
) BioCare


http://www.hofsethbiocare.no/

RISK MANAGEMENT AND INTERNAL CONTROL

The Board of Hofseth BioCare shall ensure that the Company has sound internal control and systems for risk

management that are appropriate inrelatiore 4§ KS SEGSyid |yR ylF G4dz2NB 2F GKS

O2y iNRf YR (KS &adeadSvya akKz2dzZ R Ffaz2 SyO2YLl aa (K
guidelines for corporate social responsibility.

Risk management and internal contropexformed through various processes within the Company, both
though the Board of Directors work and the operational management of the Company.

The Board of Directors receives on a regular basis reports from management outlining the financial and
operatioral performance of the Compafijne administration's reporting should be based on input kasc.
reporting from thechain of commandas updatedaccounting and valuation of accounting items, including
relevant operating data of importance for the assessno¢@iccounting records. Monthly operating reports
shallbe evaluated and decided by the overall management of the group.

There must be sufficient qualified resources to carry out appropriate reports which will contribute to decision
support and continuousonitrol of the Group's performance.

In connection with the budget work and approval of the budget, the Board of Directors evaluates the internal
control systems and the most important risk factors that the Company may be confronted with. In view of the
Comp yeQa 3INRgGK aidNraGS3ae GKS . 2FNR 2F 5ANBOG2NE L
O2y (iNRf aeaidsSyvya I LILX & {2 ITheBodrdolD8dotirsialsé cbnsideks$he heddy LI
for any further measures in relation toetidentified risk factors.

Ly fAYyS 6AGK b!9{xX (GKS .2FNR 2F 5ANBO0l2NA KIFa I R;:
and ethical values and corporate social responsibility, cf. Section 1 (Code of Ethics).

The preparation of interim reports drannual reports shall be in accordance with Norwegian and international
principles for accounting and as further set out in the rules of procedure for Board of DifBeegoc®mpany
uses the hiring of external IFRS expertise for ongoing consultatiamdasorrent issues and the preparation

of quarterly and annual reports.

The Group's control environment is assessed as satisfactory. The Group operates with a small accounting /
controlling department, which could limit financial internal control as atreSlihited opportunity for sharing
of accounting tasks. As a result, the share of the payroll functions outsourced to external accounting firm.

Operative internatontrol issafeguarded through established procedures and guidelines to be followed up
through line management and management reportitigewisecontinuous risk analysis and control activities

are executedThe Board believes that the scope and level of the said areas is satisfactory to the Group's size
and complexity.

The Board of Directoryrough its Audit Committee and together with its independent auditor, carries out an
Fyydzrf NBGASg 2F GKS /2YLIlyeQa Yzad AYLRZNIFyd |
arrangements.

The Board of Directors provides an accountinthe annud@rélli 2F GKS YI Ay FSI (GdzNBa
52y iNBf FyR NRA] YIyl3sysyid asaddvya +a GKS& NBEFQ

REMUNERATION OF THE BOARD OF DIRECTORS
¢KS O2YLSyalidizy G2 GKS . 2 NR parise, tinie condinfniest éndl thel K S
O2YLX SEAGE 2F (GKS /2YLIlyeQa OGAGAGASA®
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The remuneration paid to the members of the Board will be decided by the general meeting. The remuneration
paid to the members of the committees will be decided by the general méetingg considered proposals

by the Board in line with the Code. Information about the fee paid to the Board and committees is stated in
the annual report.

There existedconsultantcyagreement between the company and t@dairman of the Boardp until he
became CEO heagreementwasapproved by the Board of Directors.

There is an existing agreementlat board maysein connection with the issuance of shares to directors and
employees of the Company. In addition to moderate board remuneritieas cosidered that options are
the most apropriate way to honor boardmembers

REMUNERATION OF EXECUTIVE PERSONNEL

The Board of Directors prepares guidelines for the remuneration of the executive per3tienglidelines

are communicated to the annual genemageting.¢ KS / 2 Y LI y & Qéelatéd3eBin2rativnlof/it@ S
SESOdzi A S LISNE2Yyy St IINB tAY1SR (2 @I tdzS ONBIFGAZ2Y
over time and the Company strives to ensure that its arrangemenia éne with the gidelines.

INFORMATION AND COMMUNICATIONS
| 2F&aSUK . A2/ NBQa AYTF2NXI A2y LRftAde &aKlkfft o6S ol a
the Company has resolved to comply with the Oslo Bgrs Code of Practice for Reporting IR Information.

Hofseh BioCare strives to continuously publish all relevant information to the market in a timely, effective and
nnRAEONAYAYI G2NE YIYyySNWY 'ttt aid201 SEOKFy3aS yyzd
website and on the Oslo Stock Exchange nevissiteavww.newsweb.npand are also distributed to news
agencies (via Thomson Reuters).

The Company publishes its preliminary annual accounts by the end of February, together with its fourth
guarter results.

The complete annual report and accounts are nmeagslable to shareholders no later than three weeks prior

to the annual general meeting, or, at the latest, by 30 April each year, which is the last date permitted by the
Securities Trading A&or2016the complete annual report and accoumisre approed and publisedMarch
31512017

Quarterly results are normally published at the latest within two months after the close of the quarter.
¢CKS /2YLIyeQa FAYFYOALFt OFfSYyRINI F2NJ 6KS O2YAy3a @
with the wles of the Oslo Stock Exchang&k S FA Yl yOA Lt OFf SYRFNJ A& | @FAf |
the Oslo Stock Exchange website.

Quarterly reportsandINB a Sy G F G A2y YI G SNRA £  websilR wivwZhofdethbioodreSio 2 y (i |

TAKE-OVERS
It is a fundamental principle for Hofseth BioCare that all shareholders are treated equally. Openness in respect
of takeover situation is considered to be important in ensuring equal treatment of all shareholders.

The Company will not seek to hinder or obstruct#8k®@SNJ 60 AR& F2NJ 0KS / 2YLI ye@Qa
there are particular reasons for this.
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Inthe eventofatak@ SNJ 6 AR FT2NJ 6KS /2YLIl yeQa &AKINBazeiKS .
or pass any resolutions with the intention of obstructing the 4aker bid unless this is approved by the
general meeting following announcement of the bid.

L¥ Fy 2FFSNI A& YIRS T2N) GKS /2YLIl yeQa akiteWNSBta> (K
making a recommendation as to whether shareholders should or should not accept the offer. The Board of
5ANBOG2NRa adlraSYSyid 2y (GKS 2FFSNJ akKz2dzZ R YIFI{1S Al

is not the case it should explahe basis on which specific members of the Board of Directors have excluded
0KSYaSt @Sa FTNRBY GKS . 2INR 2F S5ANBOG2NRAQ adl a4SySyi
an independent expert. The valuation should include an explanation, anld i made public no later than

at the time of the public disclosure of the statement.

lye GNIyal OlAazy GKIG Aa Ay STFFSOOG | RAaLRAalLf 2F
meeting, except in cases where such decisions are requirasvtg be decided by the corporate assembly.

AUDITOR
EY is the auditor for Hofseth BioCares and is appointed by the AGM.

The auditor shall submit to the audit committee the main features of the plan for the auditing work.
Furthermore the auditorshallat least once a year prepare a report contairiteg@pinions on the Company's
accounting policies, financial affairs and internal controls. The auditor participates in board meetings dealing
with the consolidated accounts and the company.

In meetings with th audit committee and the board auditor shall explain any material changes in the
company's and Group's accounting policies, the assessment of the significant estimates and all significant
matters that there has been disagreement about between the comgahthe auditor. The Board hasnual
meetings with the auditors without the group management teams are present.

There are no written guidelines for executive management's use of auditors for services other than auditing.
This differs from "Norwegian recomendation for corporate governance." The auditor explains, however, the
audit committee for which services other than auditing provided the Group and company. The Audit
Committee during the year responsible for approving the services auditors providedadd for these. The

Audit Committee in conjunction with the annual repor2iBil7 received a written confination from the

auditor that hesatisfies established and legitimate independence requirements.

It will be informed of the auditor's remuneratidar auditing and other services in the Annual General
Meeting. The auditor's remuneration disclosed in note 4 to the financial statements.
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THE BOARD OF DIRECTOR’S REPORT 2017

IMPORTANT EVENTS IN 2017

FIRST QUARTER
Hofseth BioCares ASA resumes pridoat the factory in Midsund after rebuilding in large parts of 2016.

Syvde Eiendom AS buys the factory buildings at Midsund and Berkak for NOK 80 million in March 2017. At the
same time, 15/ear lease agreements are signed at the buildings. The tramsacitails substantial capital
inflows for further production growth, product development and sales.

SECOND QUARTER
HBC publishes a study conducted by the Norwegian School of Sport, which shows that ProGo® is 15 minutes
faster than the corresponding wheyotein to reach the maximum concentration of Leucine in the blood.

Fulka OF £ S LINPRdzOGAZ2Y 2F tSGD2 wn aidlNlia d GKS FIFO0G2
entire volume of this product.

The company signs a contract for rental prditurcat the facility at Berkak. This leads to increased utilization
of the plant's capacity.

THIRD QUARTER
The Board elects Roger Hofseth as new CEO of Hofseth BioCare ASA. Ola Holen is appointed as interim directc
of the board.

Research shows that CalGe@®& calciumcrystalline hydroxyapatite calcium, which is considered one of the
best forms of calcium in the market. This increases the interest of the product and HBC receives the first
commercial order on CalGo®.

The first phase of a major research pobvjat Lucille Packard Hospital at Stanford University, USA is being
completed. The project looks at possibilities for using ProGo® in the treatment of premature children and
associated genetic effects. It has been decided that the second phase willdeethdaring Q2 2018.

FOURTH QUARTER
In the fourth quarter, Hofseth BioCare signed a new financing agreement for factoring and inventory financing.
The agreement is up to NOK 35 million.

SIGNIFICANT EVENTS POST BALANCE SHEET DATE
After the yeaended HBGhas made significant changes and adjustments in production to increase the yield
on all product fractions. This work will continue beyond 2018 to reach design yields.

Changes in the production and procedures at the Midsund factory have also led HR its teaget of
zero emissions to the sea.

Production at the Berkak factory has increased during the second half of 2017 and the increase will continue
in 2018. Changes in the management at the factory have also been made in 2018 and aim to reach 100 per
cent capacity utilization during the second quarter of 2018.

HBC has started discussions with the Midsund municipality for expanding the production facility at Midsund.
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FINANCIAL RESULTS

REVENUES AND RESULTS

The Group generated gross operating revenudsd@K118.5million in 20%, up from NOK20.2 million in

2016 Similarly, the parent company had gross revenuli&04.5million in2017, up from NOKL9.8million

in 2016 Estimated gain from the sale of business buildings is recognized as income 5. Xi@iion in
operating revenues for the Group aN®K 30.7 million in operating income in the parent company's accounts
in 2017 Ordinary operating revenues are somewhat lower than expected mainly due to lower activity in the
first half of the year.

Opeating costs, excluding depreciation and amortization amounted tol9®Rmillion in2017, compared

with NOK138.7million in2016 For the parent company oging expenses amounted to N@86.5million

in 2017compared tdNOK133.9million in2016 Thk is a very positive development and expenses are largely
cost of sales, salaries and other operating expenses.

The Group posted an operating loss of NORmillion in2017, compared with a loss dfOKL144.6million in
2016 Similarly, the parent compaay operating loss of NC#8.0million compared tatNOK139.4million in
2016

Net financial result was at NG&3million in2017, compared wittiNOK-2.9 million in2016 Net financial for
the parent company was respectively NQKR million and-6.8 million in2017and2016

The Group generated a loss before tax of N@Bmillion in2017, compared to a loss dfOK147.5million
the year before. For the parent company deficit before tax of 882million in2017, compared taNOK
146.2million in2016

The group had a tax expense of 0.0 millio20f7 against 0.0 million in taxes 2016 The Grougas not
recognizedieferred tax assetdet loss for the year was NQB 5million, compared with a net loss b47.5
million in2016The parent company hadnet loss of NR36.2million in2017, compared toNOKL46.2million
in2016

FINANCIAL POSITION

As of 31December2017, Hofseth BioCarbad a total consolidated balance sheet of NBK.2million, up
from NOK159.4million at the end 02016 The parehcompany had a balance sheet total of NANDR 9million
compared taNOK168.5millionin 2016

Deferred tax assets have not been recognize2Ditiz. At the end oR017, deferred taxes amounted to NOK
110.1million for the group. Equity amounted MDK37.1 million at the end 02017, which corresponds to an
equity ratio 0f20.1% By the end 02016the Group had a total equity bBFOK53.6million and an equityatio

of 33.84 The parent company had an equitiN@K37.7million at the end 02017comparel withNOK73.8
millionthe year beforeEquity ratio was equivalent 8.6% and43.8% of the parent company.

At 31 Decembe2017the Group had cash and cash equivalentd©@kK42.1million compared wittNOK16.2
million at the end of last year. The pareompany hadNOK41.0million in cash and cash equivalents at the
end of2017againstNOKL14.1million the year before.

At the end o2017the group had NO&4.3million in longterm debt andNOK37.1million in shoriterm debt,
compared with respectilye NOK45.6 million and NORS8.8million for the same period last year. The parent
company hadNOK40.8million and NOK36.6 million respectively in longerm and shorterm debt in2017.

By the end 02016NOK37.7 millionwere noncurrent andNOK27.7 million shortterm.
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FINANCING

CASH FLOWS

Consolidated cash flow from operating activities amounted to-R&Emillion in2017, compared witiNOK
-67.2million the year beforelThe change in net cash flow is mainly weerlosses ir017andchange imet
working capital. The parent company had a negative cash flblM@28.0 million, compared tmegative
NOK?71.4million the year before.

Net cash flow from investing activities amounted\fOK63.5 million, compared witiNOK-42.1 million in
2016for the group.The parent company had cash flow from investing activiti®sOa€35.3million in2017
againstNOK-41.7million in2016 The change in both the group and the parent company is related to the sale
of buildings to 80.0 million and 51.5 millionpestively in 2017.

Net cash from financing activities amounted\tOK-12.1million in2017, compared taNOK96.6million the

year beforeCorresponding figres for the parent company whOK 19.6 millioandNOK 98.7 millioim 2017
and2016 Two privateplacementsas well as conversion of bonds were completed in 2016. Sales of buildings
in the first quarter of 2017 laid the basis for reduced need for further signifiinancing activities in the rest

of 2017. In the fourth quarter, the Group and thergra company signed a new financing agreement for
factoring and invertry financing, up to 35 million

GOING CONCERN

In accordance with the accounting act 88 we confirm that the conditions for continued operations is
present and that the annual reddrave been prepared based on the going conscern assumpptstrould be

noted that there is uncertainty considering the Group's ability to complete the development of Midsund
factory and ability to sell products at sufficiently high prices.

Sales of thebuildings resulted in a significant improvement in liquidity in the first quarter of 2017. New
financing agreement on factoring, inventory financing and the agreement on subordinated loan in the second
half of 2017 ensure sufficient liquidity in the fppsirt of 2018. Furthermorehe Board of Directors at the time

of submission of the annual repdravean authorization granted by ti@eneral Meeting on 29 May 2017 for

the issue of up to approximately 23.3 million new shafbe. authorization is intendet be used if the
company has a need for additional equity and liquidity.

The Company is in compliance with all requirements of our loan contracts and thus is not in violation of
covenants as of 31.12017 The company still has negative results inith@ monthsof 2018butthe Company

is not in breach of the covenants on all loan contraetease refer to Not&7 for more information on
conditions linked to the Group and the company's intebestring debt.

It will be crucial for the group and the conmyato achieve a higher production and average price of their
products in order to contribute to adequate profitability in the future. The company expects improvement in
future results when prices and volumes for the individual products are established.

TheBoard considers that it is essential that the group and the company manages to increase sales and improve
earnings timely in relation to the need for liquidity in the Group and the Comphayboard will keep the
income and liquidity situation closelydacontinuously assess the need for additional liquidity.

The group and the company's assets and vedwmegresentunder the assumption of going concerin a
potencioalforced saleelated to liquidationthe value of some of the group's and the compmassetsnay
be lower than the book value of the asséiise uncertainty primary relates the value of intangible assets
and rights, fixed assets, financial ass@td investments, as welltag value of inventories.
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ALLOCATION OF EARNINGS
In 2017 net loss for the parent company Hofseth BioCABA amount to NO#6.2 million. The Board
proposes the following allocation thie loss:

Uncovered loss 36.2million NOK
Total 36.2million NOK

RISK AND RISK MANAGEMENT

RISK MANAGEMENT

The industryin general is subject to several risk factors. Although these are particularly associated with the
production process, also, conditions to external suppliers, customers, regulatory provisions, as well as general
market trends, essential.

All these risk fetors may have a negative impact on the Group's business, financial condition, results and
ability to execute projects. Some of the main risk factors facing the Group are briefly describetMechiso.
refer to Note B "Financial Risk Management" in @ecounts.

OPERATIONAL RISK

The Biotechnology industry is characterized by integration and interdependence between the various steps in
the manufactuing process. In Hofseth BioCatlggre is a high degree of integration between the various
production stags.Any interruption in one function can therefore result in much of, or all of the production to
halt. Hofseth BioCare has installed extensive monitoring, and staff are working continuously on fine tuning and
optimization of processes, to maximize openadil uptime.Throughout 2016, significant improvements and
expansions in production have been made that also includes better opportunities for continued production if
one of the components stops. Ensuring continuity of operations at any interruptiotica ¢inctions has a

high priority.

A competent workforce is an important factor in the effort to ensure continuity of production. Hofseth BioCare
staff has extensive experience and expertise in manufacturing technology, and new employees undergo
continuaus training and education in order to build up the necessary expertise.

The Group's manufacturing operations are currently concentrated in two plants and downtime of these
facilities can have a significant impact on the company's potential revenue.

MARKET RISK

Hofseth BioCare reduce its market risk through geograpid/market diversificatiomn addition to focusing

on sales to Europe, North America and Asia, the company sells its products to various segments of the human
nutrition market (sports nutritin, supplements and health foods), as well as to the market within nutrition to

pet and feed industryThis strategy allows Hofseth BioCare to reduce its dependence on one market segment
and geographical area.

FOREIGN EXCHANGE RISK

Hofseth BioCare tradéss multiple currencies, mainly USD and EUR. Fluctuations in exchange rates can have
an impact on the company's operations, results and financial podit@iseth BioCare shall not engage in
currency speculatigntherefore hedge strategies will be implentedh in 2018 based on the company's
contractual, and thus predictable, revenue flows.
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INTEREST RATE RISK
Changes in general interest rates could affect the company's financing and may have an impact on costs.
Changes in interest rates may also affectvhlele of the company's assets.

CREDIT RISK
To minimize the risk of bad debts, the customers' creditworthiness is rated continuGlastgs on all
customers are credit insured through the Norwegian Guarantee Institute for Export Credits AS (GIEK).

HofsethBioCaremarketing and distribution strategy is to seek collaboration with medium to large business
associates who have extensive knowledge of their marKéis. will often mean wedlstablished, solid
companies with high credit ratings.

FINANCIAL AND LIQUIDITY RISK
The Group manages its liquidity risk by strive to have sufficient cash and bank schemes and lines of credit.
Moreover, preparing and monitoring forecasts to keep track of actual cash flows.

The group has had good liquid assets through 201fdeHoBioCares had cash and cash equivalents totaling
42.1 million at the end of 2017 compared with 16.2 million at the same time last year. Cash and cash
equivalents consist largely of cash and bank deposits.

RISK INSURANCE

Although Hofseth BioCare saebk reduce the impact of adverse events using its risk management system, a
certain risk remains exist which can not be completely eliminated through preventive meakaresmpany
covers such risks to a certain extent through the purchase of insur@heeHofseth BioCare insurance
portfolio is covering areas such as business interruption, damage to equipment and property, third party
liability and other risks, as well as various types of personal insurance.

ORGANISATION
Hofseth BioCare AS was founded2009, with the conversion to ASA in 2011.At the en2Daf7 Hofseth
BioCare Group had a total of déployees

WORKING ENVIRONMENT

The group's working environment is considered to be good. The Board emphasizes great importance and
priority to reduce abenteeism and preventing injurié$o serious workelated accidents occurred during the
year.Longterm absenc®017 was 1.%,downfrom 5.9% in2016 shortterm absenceavas 1.7%, and 1.0% in

2016.

Absence was a total.8% in2017. Risk analysis is thedis for measures to be taken to prevent damage or

other adverse events to occur. This is a key element in Hofseth BioCare's work with HSE. Understanding of risk
is essential to prevent dangerous situationisis will be dealt with continuously and HSHingi is getting

better. Risk analysis is a continuous work and are being followed up at all time. If HSE conformities occur,
measures will be put in place to prevent such conformities from happening again.
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HBC ASA has a partnership with Medi3 who takesotarccupational health in the Group. All employees will
also in2018to undergo a medical examination and be given a health certifisaterking environment survey
will be conducted, that will help and contribute to increased job satisfaction anchg@ikwironment in the

Group.

HBC Berkak AS has established an agreement with DRIV HMS, which has an office in Oppdal @hi$ Staren.
is a requirement for all companies that belong to our industry group ref. Section 13 of the Regulations for
organization]jeadership and participation.

Injury and iliness absence Berkak Midsund
2017 2017
Total absencé) 3.1 34 0.9 2.8
Total working hours ( all 16 848 51 408 20 152 88 408
-specification:
Short term absenc@hb) 1.3 24 0.1 1.7
Long term absenc@o) 1.8 1.0 0.8 1.1
Number of injuries 0 0 0 0
Number of damages 0 0 0 0
EQUALITY

Hofseth BioCaraims to practice equality and avoid discrimination in all aspeaheir HR and rectoient
policies. Hofseth BioCare actively wodansciously to promote recruitment of female managers and
employees At the end 0R017, 8 of 46 employees in Hofseth BioCare were women and in theZBoD4
members were womn (propotion of women 50%). THeroupuses foreign labersat its factory in Midsund
and practice equality of Norwegian and foreign employees.

ENVIRONMENT

Hofseth BioCare is working to reduce the environmental impact in several Hneasiajor environmental

issues are related to the plant in Midsund. The emissions are mainly related to a process which also affect
emissions to air and seBlBC aims to continuously satisfy all requirements for emissions to air and sea.
Hofseth BioCare is also working on minimgizotal energy consumption.

All the organic matter that has not been heat treated goes through a treatment plant and is acid treated with
the right pH and holding time before it is diaded into the sea. Hofseth Bar€ has routines for sampling
and meaurement of wastewater to be within the imposed requirements.

All waste from the production of Midsund are sorted and delivered to recycling or disposal as hazardous waste.

Organic waste from the process is delivered to approved manufacturers of bicgjdsaR&aste is collected

in a separate compactor and delivered to the incinerator. Cardboard and paper are sorted and delivered to
recycling. Waste from our laboratory are collected and delivered in special containers as special waste. Steels
and electriovaste is delivered to an approved landfill.

Hofseth BioCare transports mainly by road andBeig.applies to the inbound transport of raw materials and
outbound products to our customers around the world. Through the optimization of transport anthehat t
company obtains its raw materials mainly in Mgre og Romsdal, the group aims to reduce the need for long
haul operations. Transport of finished products made mainly to Europe, Asia and the United States. For Europe,
road transport is used and to the UsdtStates and Asia we use sea transfdré group intends to transport
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more goods by rail and boat if solutions for such transport can compete with road transport regarding speed
and infrastructure.

CORPORATE SOCIAL RESPONSIBILITY
See separate report ppared about the strategy to take an active responsibility around our business. It can
be found on the company's websiteww.hofsethbiocare.com/investors/csr/

SHAREHOLDERS

At the end of the yar the company had83shareholdersk-or further details about the shareholders, see note
16 to Hofseth BioCare ASA's accoufitse company has no provisions restricting the right to sell the
Company's shares.

RELATED PARTIES

Related party transactionseamade on commercial terms in accordance with the "arm's length" principle. A
complete and detailed overview of transactions with related parties is included in Note 6 to Hofseth BioCare
ASA's accounts.

CORPORATE GOVERNANCE

Hofseth BioCare ASA aims tomin a high standard of corporate governansdiealthy corporate culture

is the key to retain confidence in the company, ensuring access to capital and ensuring a high degree of value
creation over time.

All shareholders are treated equally and thereuwthde a clear division of roles and responsibilities between

the Board and management. Hofseth BioCare follows the Norwegian Code of Practice for Corporate
Governance of 30 October 201A. more complete description of how Hofseth BioCare follows the
recommendation and the 15 provisions, can be foundtip://www.hofsethbiocare.no/investors/cg/

OUTLOOK

2017 was a year in which Hofseth BioCargtaeted a production that shows higher quality gield. During

that year, the company went through a number of organizational processes that were crucial to the company's
further development and to achieve its leteggm strategy. Due to the processes in 2017, one is now better
prepared for the future thathe case was at the start of 2017.

Alliance Seafoods, which entered the ownership side in 2016, has become an important partner for the sales
side towards the Asian market and the collaboration works well.

C2NJ 2dzNJ KdzYly al f Y2y tiedRdesSmltll beNi®edted imoiyandleptit yraperie® | Y
and further studies. The work that began in spring 2017 at Stanford University in California will continue
beyond 2018. It is expected that this work will provide good;temy opportunities ér this product.

I 2YYSNOALFE LINRPRdAzOGA2Y 2F /D2 u KlFa Fftaz2 oSSy Iy
made to establish good contracts for this product, and the company alsduotbies intothe sale of finished
products.

t S{ D2 mduced i 7017 and contracts with good conditions, was established during the year. Higher
volumes and yields are expected on this product beyond 2018.
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Through the implementation of our corporate sales strategy, reacting products in three segmenisetfeed,
and human, we will ensure steady cash flow simultaneously with further research and development, and
increased sales in core business areas; ingredients and finished products for human consumption.

Increased production volumes and a more extensiveoouet base will always be seen in conjunction with
the Group's environmental profile, and we will never compromighisnHofseth Bio&e's vision is, and will
for the future be, sustainable production of premium bioactive ingredients with documenteld atatts.

Hofseth BioCare ASA Board of Directors,
Alesund, March 16 2018

s

\J ik \—\L&M\M HQ naebtL 6 Hejﬂdab

Ola Holen Henriette G. Heggdal
Styreleder Styremedlem
N Toril al Eliassen
emedlem

% % ,
Roger Hofseth

Adminigrerende direktar
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Consolidated statement of comprehensive income
1 January, 31 December

HofsethBioCareASA
ConsolidatedIFRS) Parent companyiFRS)

(Figuresn NOK 1000) 31.12.20Y 31.12.206 31.12.20% 31.12.206
Operating revenues and
expenses
Sales revenues 3,6 66234 20 204 63 818 19 753
Other operating revenue 2,6,10 52 242 0 30721 0
Gross operating revenue 118 476 20 204 94 539 19 753
Cost of sales 24,6 54 928 101 408 62 649 100 406
Salaries and other payroll
expenss 5 26 127 17 773 21 021 14 477
Other operating expenses  4,6,11 26 922 19 485 22 801 19 021
Depreciation and Writdown 10,12 21 695 26 100 21042 25 229
Operating profiloss (EBIT) -11 196 -144 563 -32 975 -139 379
Financial income 7 1 065 8 850 3344 8 849
Financial expenses 6,7 6 351 11 746 6 538 15 653
Net financial expenses 13 -5 286 -2 896 -3194 -6 804
Loss before taxes -16 482 -147 459 -36 168 -146 182
Tax expense 8 0 0 0 0
Net loss for the period -16 482 -147 459 -36 168 -146 182

Net profit attributable to
Shareholders in HBC ASA

-16 475 -147 450
Non-controlling interests -7 -9
Total -16 482 -147 459
Earnings per sha@lOK) 2017 2016 2017 2016
Basic earnings per share 9 -0.07 -1.01 -0.15 -1.00
Diluted earnings per share 9 -0.07 -1.01 -0.15 -1.00
Total comprehensive income -16 482 -147 459 -36 168 -146 182
Comprehensive income
attributable ta
Shareholders in HBC ASA -16 475 -147 450
Non-controlling interest -7 -9
Total -16 482 -147 459
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Consolidatedtatement of financial position

1 January, 31 December

Hofseth BioCareASA

ConsolidatedIFRS)

(Figuresn NOK 1000) Note 31.12.20% 31.12.2086 31.12.20% 31.12.2086
ASSETS

Noncurrent assets

R&D, patents etc. 2,12 17 605 16 229 17 605 16 229
Total intangible assets 17605 16 229 17 605 16 229
Property, plant and 6,10

equipment 0 27 605 0 20 535
Machines and equipment 10,11 53 606 56 373 48 684 51 208
Leased machines and 6,11

equipment 12 886 18 196 12 886 18 196
Fixtures and fittings 10,11 1597 2 509 1597 2 509
Total fixed assets 2 68 088 104 683 63 167 92 448
Investment in associates 7,19 0 0 25951 23 663
Nortcurrent financial

assets 19,20 3654 960 3654 960
Total noncurrent financial

assets 3654 960 29 605 24 623
Total noncurrent assets 89 348 121 872 110 377 133 300
Current assets

Inventory 2,614 16 858 15 589 16 631 15 589
Trade receivables 2,6,15 26 703 2492 25778 2425
Other current assets 15 9 262 3235 9157 3058
Cash and cash equivalent 18 42 068 16 165 40 981 14 123
Totd current assets 94 891 37 481 92 546 35194
TOTAL ASSETS 13,20 184 239 159 353 202 924 168 494
22 Annual Report

' HOFSETH
j BioCare



ConsolidateqIFRS) Parent compan{{FRS)

(Figures itNOK 1000) Note 31.12.20% 31.12.205 31.12.20% 31.12.206
EQUITY AND LIABILITIES

Equity

Paid in equity

Share capital 16 233 500 233 500 233 500 233 500
Other paid in equity 0 0 0 0
Total paid in equity 233 500 233 500 233 500 233 500
Retained earnings

Uncovered losses -195 752 -179 279 -195 822 -159 653

Total retained earnings (+
Uncovered loss)
(attributable toequity

holders of the parent) -195 752 -179 279 -195 822 -159 653
Non-controlling interests -665 -658 0 0
Total equity 37 083 53 563 37 678 73 847
Nortcurrent liabilities

Subordinary debt 6,17,20 15 000 0 15 000 0
Interestbearing loans and 6,17,20

borrowings 22 830 34 282 19 316 26 345
Financial lease obligations 6,11,1720 6512 11 356 6512 11 356
Total nonrcurrent liabilities 13,20 44 342 45 638 40 829 37 701
Interestbearing loans and 11,17,20

borrowings 37 084 28 807 36 546 27 701
Trade payables 6 51 929 25 147 49 487 23 454
Other liabilities 6 13 800 6 198 38 385 5792
Total current liabilities 13,20 102 813 60 152 124 417 56 947
Total liabilities 147 156 105 790 165 246 94 647
TOTAL EQUITY AND

LIABILITIES 184 239 159 353 202 924 168 494

Hofseth BioCare A®®ard of Directors

Alesund16 March2018
I_'/-I : [',‘\‘. ‘
IRV Henvettr. 6 Hegglal
Ola Holen Henriette G. Heggdal
Chairmarof the Board Board member

2 )
Roger Hofseth

CEO
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Consolidated statement of cash flows
1 January, 31 December

ConsolidatedIFRS) Parent companyiFRS)

(Figures ilNOK 1000) 31.122017 31.12.208 31.12.207 31.12.208
Cash flow from operating activities

Loss before tax -16 482 -147 459 -36 168  -146 182
Profit from sales of building 2,3,6,10 -52 242 0 -30 721 0
Depreciation and Writelown 2,10,12 21 695 26 100 21 042 25 229
Write-down/reversal shares 7 0 0 -2 288 4834
Change in inventory 14 -1 270 35 229 -1 042 35 146
Change in trade receivables 15 -24 211 -512 -23 353 -445
Change in trade payables 26 782 11 058 26 033 11 383
Change in other accruals 16141 1268 14581 -7 486
Items classified as financiagtivities 4101 7089 3829 6 163
Net cash flows from operating activitie -25485 -67 226 -28 088 -71 358
Cash flow from investing activities

Proceeds from sale of building 2,6,10 80000 0 51500 0
Aquisition of tangible fixed assets 10 -9920 -39267 -9601 -38 933
Investment i norcurrent financial

assets -2 694 484 -2694 484
Investment in other companies 20 0 0 0 0
Investment in intangible assets 12 -3881 -3 320 -3881 -3 320
Net cash flow from investing activities 63505 -42 103 35324 -41 769

Cash flow from financing activities

Proceeds from issue of shares 0 73856 0 73 856
Transaction costs on issue of shares 0 -1 115 0 -1 115
Payment of warranty>g@enses 7 -777 -892 -777 -892
Payment of interest 7 -3324 -6 197 -3052 5271
Proceeds from new borrowings 6,17 37542 53 140 37542 53 140
Repayment of borrowings 6,17 -45558 -22170 -40569 -21 001
Other financetransactions including 19
government gants 0 0 26478 0
Net cash flow from financing activities -12117 96 623 19 622 98 717
Cash and cash equivalents at 1 Janu 16 165 28 872 14123 28 531
Net change in cash and cash
equivalents 25903 -12 707 26 858 -14 409
Cash andash equivalents at 31
December 18 42 068 16 165 40 981 14 123
Issue of shares by debt conversion 0 115 565 0 115 565
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Satement of changes in equity
1 January 31 Deember

ConsolidatedIFRS)

Other

; Non

(Figures in NOK 1000 Note Shgre Share pa_ld e controlling
capital premium ] loss :
. interests
equity

As at 1 Januag016 110410 0 0 =77 215 -649 32 546
Issue of share capit@b.05.2016 6 457 6 457 0 0 0 12 915
Issue ofhares by debt
conversion 06.05.2016 5343 4948 0 0 0 10291
Issue of share capitab.09.2016 39600 19800 0 0 0 59 400
Issue of shares by debt
conversior29.09 2016 70663 34611 0 -15 651 0 89 623
Issue of share capitall.10.2016 1027 514 0 0 0 1541
Other changes in equity 0 0 0 -5294 0 -5294
Loss for the period 0 -66331 0 -81 119 -9  -147 459
Other comprehensive income 0 0 0 0 0 0
Total comprehensive income 0 -66331 0 -81 119 -9 -147 459
As at 31 December 2016 233 500 0 0 -179279 -658 53 563
As at 1 JanuaB017 233 500 0 0 -179279 -658 53 563
Loss for the period 0 0 0 -16 475 -7 -16 482
Other comprehensive income 0 0 0 0 0 0
Total comprehensive income 0 0 0 -16 475 -7 -16 482
As at 31 December 2017 233 500 0 0 -195 753 -665 37 083
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Parent compan{iFRS)

: . Share  Share Other paid in Uncovered .
(Figures in NOK 1000 capital premium equity loss Total equity
As at 1 January 2016 110 410 0 0 -59 957 50 453
Issue of share capital
06.052016 6 457 6 457 0 0 12 915
Issue of shares by debt
conversior06.05.2016 5343 4948 0 0 10291
Issue of share capital
29.09.2016 39 600 19 800 0 0 59 400
Issue of shares by debt
conversior29.09 2016 70 663 34 611 0 -15 651 89 622
Issue of sha capital
2710.2016 1027 514 0 0 1541
Other changes in equity 0 0 0 -4 193 -4 193
Loss for the period 0 -66 331 0 -79 852 -146 182
As at 31 December 2016 233500 0 0 -159654 73 847
As at 1 January 2017 233500 0 0 -159654 73 847
Loss for the period 0 0 0 -36 168 -36 168
Other changes in equity 0 0 0 0 0
Loss for the period 0 0 0 -36 168 -36 168
As at 31 December 2017 233500 0 0 -195822 37 678
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NOTE 1-ACCOUNTING
POLICIES

1.1 GENERAL INFORMATION
Hofseth BioCare A is a public limited lidiby

company domiciled in NorwayThe 02 Y LI y' & Q&

headquarter is irHavnegata 1in Alesund, with
one manufacturing facility in the municipality of
Midsund and one manufacturing facility in the
municipality of Rennebu.

The annualinancial satements were approved for
issuance by the boartb March2018

TheGrouQa 2 LISNI GA2Y A&
feedstock into high quality protein and otHend
supplements.

tKS O2YLI yeéeQa
for 2017 consist ofthe parent companyand the
subsidiariesHofseth BioCare Rgrvik A8d HBC
Berkak Ag@he Group.

1.2 BASIS OF PREPARATION
The consolidated financial statements and the
parent company financial statements of Hofseth
BioCare ASA have been prepared in accaalan
with IFRSs and related interpretations as issued by
the International Accounting Standards Board
(IASB) and as adopted by thedsWb31 December
2017 as well as the additional disclosure
requirements following from the Norwegian
accounting act as &1 DecembeR017.

The consolidated financial statemengmd the
parent company financial statemerage prepared
on the historical cost basis

The consolidated financial statemengmd the
parent company financial statements have been
preparedapplying casistent accounting policies
for similartransactionsand events

1.3 BASIS FOR CONSOLIDATION
(i) Subsidiaries

The consolidated financial statements include
Hofseth BioCare ASA and compan@#rolled by
Hofseth BioCare ASBompares are determined
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to be catrolled when theGroupis exsposed to, or
has rights to, variable retusmas a resulof the
involvement from th&roup andthe Groupis able
toinfluencethe returnsthrough its power over the
company All of the following criteria must be
fulfilled:

power overthe company

w exposedto, or haverightsto, varialte returns
fromits involvementn the companynvestel
in, and

w possibility to exercise its powesver the
company to influence the amount of the

returns_
LINEOSaaAy3 2F TFAakK

The Grouphas no associated companies joint
ventures

O2y &zt AR (iSEImimtion¢frangactiangin tha @nsalidtions y (i a

Groupinternal balances and any unrealised gains
or losses or revenues and costs related to intra
Group transactions, are eliminated in full in the
consolidated financial statements.

(i) The noncontrolling interest in the
consolidated financial statements the non-
controlled share othe GroufQ & S Iy Hakikess
combinations the nowontrolling interest is
measured including the necontrolling interesisQ
share of the acquired y U Aidestifable net
asset® C¢KS adzoaAiARALl NEBRQA
with the individual components recognized in
other comprehensive incomis, attributable to the
parentcompany and the neoontrolling intereds.
Total comprehensive income is ditrited to the
share holders of the parent company and to the
non-controlling interestseven if this results in
negativenon-controlling interegs.

Fyy

1.4 FUNCTIONAL CURRENCY AND
PRESENTATION CURRENCY
TheGroum a LINB &Sy (I ( A @hichi® dZNNS

also thefunctional currency of all companiesthe
Group All amounts are presented in NOK 1000
unlessspecifically noted.
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1.5 USE OF ESTIMATES WHEN Revenues are measured the fair value of the

PREPARING THE ANNUAL received consideration or receivali®evenues are

FINANCIAL STATEMENTS presented net of value added taxasd discounts
Management has to some extent used estimates 10 the extent customers buy products which are to
and assumptions which have afiet assets, be stored at Hofseth A 2 / Inwéddiyarisks and

liabilities, revenues, expenses, and informatibn o~ rewards are assumed transfed to the customer,

potential commitments Future events may cause  and the consideratiors recognized in full
changes in the estimates. Estimates and the
underlying assumptions are assessedtinuously

Changes in accounting estimagee recognized in 1.8 SEGMENTS

the period the changes occuilo the extent the An operating segment is a component of Greup
changes also affect future periods, the effect is that engages in business activities from which it
allocated over the current and future perio&ee earrmsrevenues and incgexpenses. Th&rouf &
note 2. operating results are regularkeviewed by the

managing director to monitor th€roufQ a NI & dzf
and make decisions about resources to be

1.6  FOREIGN CURRENCY allocated
Transactions in foreign currency are translated at
the exchange rates prevailing the date of the
transaction. Monetary items in foreign currency
are translated to Norwegian kroner at the
exchange rate at the balance sheet date. Currency
exchange gains and losses are recognized in the
income statement and presented as financial
incoméfinancial expense.

As theGrouphas one common and not separable
manufacturing process for its products,
management focusedts financial review on

revenues Bnd quality generated from the

manufacturing procesdanagement monitors the

financial reults atGroup level and, hence, the

Grouponly has onsegment.

Information about products is presented in note 3.

1.7 REVENUE RECOGNITION

POLICIES 1.9  FINANCIAL INCOME AND
Revenues are primarily generated from FINANCIAL EXPENSES
manufactured own goodsvithin the following Financial income consist of interest income,
product types dividends, foreign exchange gains and gaiom f

sale of financial instrumentsinterest income is
recognised when earned, calculated using the
effective interest rate method, while dividends are
recognisedon the date of the general meeting
approving the dividends.

W Salmon o0i{OmeGo®)

W Watersoluble proteinProGo®)

W CalciumCalGo®)

w Nonsoluble proteid t SG D2 n v

The Group has ordinary sales of goods and

standard manufacturing, and revenues are  Fjnancial expenses consist of interest expenses,
recognized as earned which generally is at the time  gyarantee commissions, foreign exchange losses
of delivery of the goods. Delivery is assumed atthe ang |ossesfrom sale of financial instruments.

time the significant risks andwardsof a good are Interest expenses and guarantee commissions are

passed to the custoer. In addition to the recognized whennturred, calculated using the
customer obtaining risks and rewards, the gffectiveinterest ratemethod.

following critera need to be fulfiled before
revenues are recognized

0 It is likely that the consideration will be 110 INCOME TAXES
paid. Income tax expenses consist ofirrent taxes
W The revenues may be reliably estimated payable and changes in deferred tax€sirrent

taxes payable are taxes payable or tax receivables
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related to taxable income or loss ftre year,
based on tax rates substantively enacted at the
balance sheet dateChanges in calculated current
taxes payable related to prior years are included in
the amount

Deferred tax/deferred tax assets are calculated on
all temporary differences betw@ carrying
amounts and tax bases for all assets and liabilities
on the balance sheet date.

Deferred taxes are calculated using the tax rate
expected to be applicable at the time of reversal of
the temporary differences

Deferred tax assets are recognigedthe extent

the company is expected to have sufficient taxable
incomein future periodgo utilize the tax benefit.
The companies recognize previously unrecognized
deferred tax assets to the extent it has become
likely that the company may utilize teferred tax
benefit.Likewise the company will reduce deferred
tax assets to the extent the company no longer
expects that it will be able to utilise the deferred
tax benefit.

Deferred tax and deferred tax assets are measured
at nominal valug Deferred tax liabilities are
presented as provisions/lortgrm liabilities in the
balan@ sheet, while deferredtax assetsare
presental asintangibleassets

111 FIXED ASSETS
Fixed assets are measured at codess
accumulate depreciations and impairment write
downs. Fixed assets are derecognized when sold or
disposeddf and any gains or losses are recognized
in the income statement.

Acquisitioncost for fixed assets is the cost price
and costs diretly associated wihgjting the asset
ready for its intended use

Expenditures incurred after recognition of the
fixed asset, such as dayday maintenanceare
recognized in the income statement as incurred
while expenditures expected to generate future
economic benefits areecognized in the carrying
amount. Depreciatbn period, depreciation
method and residual values are assessed annually.
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Fixed assets arriedat cost until manufacturing
or development has been completeFixed assets
under construction are not depreciated until the
assets are ready for their intéed use.

When significant components of a property, plant
and equipmentare determined tchave different
useful lives, they are accounted for as separate
components.

Each component of property, plant and equipment
is depreciated on astraightline basis eer its
estimatedusefullife, as this is considered toest
represent the consumption of the future economic
benefits of the assetéand is not depreciated.

Estimateduseful life for the current period and
depreciation periods are disclosed in note 10.
Depreciation method, useful life and residual
values are reassessed ar the balance shett da
and adjusted if found necessavyhen the carrying
amount of a fixed asser a caskgenerating units
higher thanthe recoverable amounthe asset is
written-down to its recoverable amount.
Recoverable amount is the higher of value in use
and fair value less caif disposal.

1.12 LEASING

FINANCE LEASE AGREEMENTS

Lease agreements in which substahtiall the

risks and rewards incidental to ownership of an

asset ae transferred to the company are finance

leases. When substantially all the risks and rewards
incidental to ownership are undertaken by the
companythe finance lease is accounted torder

the sameaccounting policy as equivalent owned
assetsWhen calcudting the net present value of

the lease payments the implicit interest rate in the

lease agreement is usdd the extent it can be
determined If the implicit rate in the lease
FANBSYSyid Olyy2i 0SS RSGSNJ
marginal borrowing rate is used.Direct
expenditures related to establishing the lease
agreementareincludedinK S | 3aSiQa O2a
The deprciation period is the same as for the
O2YLJI yeQa 2 Keddss&sS LIINS OA | 0
not reasonably certain that the company will take
ownership of the asseidt the end of the lease term,
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the asset is depreciated over the shortest of the
lease term and its useful life.

OPERATING LEASES

Lease agreements in which substantially all risks
and rewards incidental to onwership of an asset
are not transferred are classified as operating
leaseslease payments are classified as operating
expenses and recognised in the income statement
on astraightline basis over the contract period.

1.13 INTANGIBLE ASSETS
Intangible assets acquired separately are
recagnised & their cost price The cost pricéor
intangible assets acqed are recognised at fair
value in theGroup Recognised intangible assets
are accounted for at cost less any depreciation and
impairment writedown.

Internally generated intangibe ats, except for
recognised development costs, are not recognised,
but expenseds incurred

Intangible assets with finite useful life are
depreciated over their useful lives and tesfed
impairment when impairment indicators are
present Depreciation mgods anduseful livesire
assessed annuallysea minimum Changes to
depreciation method and/or useful life are
accounted for as estimate changes

GOODWILL

Goodwill occurs in business acquisitions. Goodwill
is calculated as the difference between thetoof
G§KS | OljdzANBS | YR
identifiable assets, liabilites and contingent
liabilities. To the extent fair value of net identifiable
assets exceed the cost price (negative
goodwill/badwill), the exceeding amount is
recognizedri the income statement.

Goodwill is allcated to cash generating units or
Groups of cash generating units which are
expected to benefit from synergies from the
business combination.

Goodwill is recognised on the balance sheet at
cost, less any accumudat impairment write
downs. Goodwill is not depreciated, but tested at
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least annually for impairment. Impairments are
recognised when the recoverable amount is lower
than the carrying amount. The recoverable amount
is the highest of value in use and faalue less
costs of disposal.

PATENTS AND LICENCES

Acquisition costs for patents and licences are
recognised and depreciated ovireir estimated
useful lves.

DEVELOPMENT ACTIVITIES

Expenditures on research are recognised in the
income statement as incred. Expenditures on
development  activities including  product
development (new or improved prodsggtare
recognized when lathe following criteria are
fullfilled:

(@) It is technically possible to complete the
asset / product in such a way that the
Groupmay use or sell the asset /product in
the future

w LG Aa YIylF3aSySyidQa
the asset / product, as well as to use or sell
the asset / product

() It is possible to use the asset / sell the
product
How the asset / product will generate
future revenues can be proven

w TheGrouphas sufficient technological and
financial ressources available to complete
the asset / development of the product

w The costs can be relighieasured

REGIINFRG @osts dngludg east pf omaieiials § o

consulant fees anddirect salary costs Other
development costs are recognized in the income
statement as incurred. Previously expensed
development costs are not subsequently
capitalized. Recognised development costs are
depreciated on atraightlined I a A &
/ productsCestimated useful lives

114 GOVERNMENT GRANTS
Government grants are recognised at the time it is
reasonably certain that the compacymplieswith
the requirements stated to be eligible for the
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grants, and will receive paymef@rants relating to
operating expenditures are recognised
systematically over the grant period. Grants are
recognised against the costs the grant is meant to
cover. Grants for investments are recognised
systematically over the assets useful livgsants

for investments areecognised as a reduction to
0KS NBtIGSR

IMPAIRMENT OF NON-

FINANCIAL ASSETS

Goodwill is not depreciated, but annuallgsessed
for impairment. Depredable fixed assets and
intangible assets are assessed for impairment
when impairnent indicators are identified.
Impairment writedowns for the difference
between the carrying amount and the recoverable
amountarerecognised in the income statement.

1.15

The recoverable amount for an asset or a cash
generating unit is the higher of valueuse and fair
value less costs of disposal. When assessing value
in use estimated future cash flows are discounted
to net present valueising a prdax marketbased
discount rate. The discount rate includes the time
value of money and asset gjifec risk. When
testing for impairment, assets which are not tested
individually are tested at aGroup level
representingthe lowest level ofdentifiable cash
inflows which are independent of cash inflows
from other assets orGroups of assets(cash
generating uniter CGUp

Impairment writedowns are recognised to the
extent the carrying amount of an asset or cash
generating unit exceed the estimated recoverable
amount. When recognizing impairment write
downs related to cash generating units, any
goodwill impairmert is recognized first. Any
remaining impairment amount is split prata m
other assets in the cash generating u@tqupof
cash generating unitdmpairments are presented
in theline item depreciations and impairments.

Impairments related tgoodwillare not reversed.
For other assets an assessment as to whetheethe
are indications that thempairment isno longer
present or reduced immade on the balance sheet
date (reporting date)lmpairments are reversed if
the estimates in the calculation hav@vourably
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changed the recoverable amount Impairment
reversals are limited to the carrying amounts being
equal to what it would have been if impairment
had been recognised.

116 FINANCIAL INSTRUMENTS

are accounted for in accordancevith IAS 39.
Currently theGroup primarily has instruments in
the categories loans and receivables and other
financial liabilties.

The Grouprecognises financial instruments when
it becomes party to an instrumeRtgontractual
terms. As a starting point financial instruments are
derecognised when risks and rewards are
transferred to another partylf this cannot be
readily determined, an assessment as to whether
control over the instrumentis retained is
performed. If control is ot retained, the
instrument is derecognise#financial liabilities are
derecognisedvhenthe obligations in theontract
isdischargedcarcelled or expires

Accounts receivables, other long and short term
receivables, and cash and cash equivalents are
measuredat fair value at initial recognitionand
subsequently at amortised cost. Accounts
receivables are initially measured at fair value and
subsequently at amortised cost, less any provisions
for losses. Loss provisions are recognized in the
income statenent and made when thereis
objective evidence that the customer lwibt be
capable of paying in accordance witle thrignal
termsof the receivables

Interest bearing debt and other liabilities are
measured at fair value less transaction casthe
time of initial recognitionin subsequent periods
loans are measured at amortised cost using the
effective interest rate method.

Financial instruments or components of
instruments are classified as equity or liability
depending on the substance of the cadtr and

the definitiors of equity and liabilitiesincluding
whether a ontractual commitmentto settle in
cash or other finandal instrument exist The
conversion feature in a convertible bond is
accounted for as a derivative, or as a component of
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equity dependingon whether aright to converta
fixed¢ or variadle number of shares exist

IMPAIRMENT OF FINANCIAL
ASSETS

Financial assets measured at amortised cost are
written down for impairment when there is a
NEFaz2ylroftsS fA1StAK22R
flows have been negatively influenced by @m
several events which have occurredegfinitial
recognition of the instrument. The impairment
amount is recognized in the income statemédrd.

the extent the basis for the impairment no longer
exist in asubsequent period, and the basis can be
tied objectively to an event happening after the
impairment was recognised, the previously
recognised impairment is reverseThe reversal
should not result in the carrying amount of the
financial asset exceeding thamortised cost
amount which would have beenrecognized
without the impairmentReversals of prior period
impairments are presented as revenues.

1.17

118 INVENTORY
Inventories are measured at the lower of cost and
net realisable value. Net realisable value hasibee
estimated asedling price inthe ordinarycourse of
businesslessthe estimated costs of completion
and the estimated costs fomarkding and
distribution. Cost is allocated using the FIFO
method and includes expenditures incurréa
purchasing the gol raw materiglcosts to bring
the goodsand the raw materiato their current
condition and locatiorOwned goods are valued at
manufacturing cost and include raw material costs,
as well as other variable and fixed production costs
that can be allocatedhased on normal capacity
utilization See note 2 and 14 for more information.

119 CASH AND CASH
EQUIVALENTS
Cash includes cash in hand and bank dep&sitsh
equivalents are short term highlyliquid
investments which can immediately be convdrte
to a known anount of cashand with amaximum
duration of3 months from the date of acquisition
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1.20 EMPLOYEE BENEFITS

DEFINED CONTRIBUTION PENSION PLAN

A defined contribution pension plan is an
arrangement in which the employer pays fixed
constributions to a fund or agpsion fund, and in
which the company has no furtheegal or
Rapsiructiys eobligatonsy \puy Py, gafitpnaty
contributions The contributions are récognized in
the income statement as salary related cabis
periodsin which the employee renders the service

SHARE BASED PAYMENTS

The parent company hafiad share option
programmes for a2 Y $S 2 F GdKS
management The pogrammes are measured at
fair value at the time of the awards. The share
2L A2Y LIN2 3NJ YYSa
management are equityettled arrangements
Fair value of awardedptions are amortised over
the vesting period.

The costs of share basgmhymenttransactions
with employeesare recognized as an expense in
the income statement over the average vesting
period. For transactions settled ith the
O2YLIl yeQa akKlNBa
the value of the awarded optionsriscognized as
salary related expenses in the income statement
with the offsetting entry recognized in the balance
sheet in other paid in equitySes note 5 for more
information about theoption programme.

Social security contributions related to options are
recognised in the income statement over the
estimated vesting period.

At the end of 2017, no employees had active share
options.

1.21  PROVISIONS

A provision is recogged when the company has an
obligation (legal or constructive) as a result of a
past event, it is likely (more likely than not) that
payment will be made as a result of the liability and
the amount can be measured reliadiythe effect

is significant, He provision is measured at the
discounted value of future cash outflows using a
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pre-tax discount rate refleting the markeQ a
pricing of the time value of monegnd, if relevant,
the risksspecifically related to the liability

A provision for a guarantég recognised when the
underling prodwcts or servicesare sold The
provision is based on historical information about
guarantees and a weighting of potential outcomes
against their liekelihood of occuring.

Provisions for onerous contractre recognised
gKSY GKS O2YLI yeQa
contract is lower than the unavoidable costs of
meeting the obligationender the cotract.

CONTINGENT LIABILITIES

AND CONTINGENT ASSETS
Contingent liabilities for which it is not likely that
the liability willincur ae not recognized in the
financial statements Significant contingent
liabilities are disclosedexcept for contingent
liabilities related to whichit is remote that
payment wll have to be made

1.22

Contingent assets are not recognised in the
finandal statements unlesghey are virtually
certain Other contingent assets are disclosed if it
is likely that an economic benefit will be received
by theGroup

1.23 SUBSEQUENTEVENTS
New information subsequent to the balance sheet
date about theGrougQ & 'Sy RLIFINKS v (i
financial position at the balance sheet da®
taken into account in the financial statements.
Events subsequent to the balance sheet date which

SELISOE SR HB PR E dzHNe TANRK

on the 2017 financial statementshave been
relevantthis year

NEW ACCOUNTING

STANDARDS WITH FUTURE
IMPLEMENTATION DATES
Standards and interpretations that are issued up to
the date of isuance of the consolidated financial
statements, but not yet effective are disclosed

< s A x

1.25

relevant new and amended standardand

interpretations when they become effective,
subject to EU approval before the consdkda

financial statements are issued.

IFRS @ Financial instruments

In July 2014, the IASB published the final
subproject in IFRS 9 and the standard is now
complete. IFRS 9 involves changes related to
classification and measurement, hedge accounting
and inpairment. IFRS 9 will replace IAS 39 Financial
Instruments- Recognition and Measurement. The
parts of IAS 39, which have not been amended as
part of this project, have been transposed and
incorporated into IFRS 9.

The standard will be implemented retrostigely,

except for hedge accounting, but it is not a
requirement to recalculate comparative figures.
The rules for hedge accounting are mainly
implemented prospectively with a few exceptions.
The Group has no plans for early implementation

O 2 vflthie gtandrgd The standard is expected to have

an accounting effect from 1 January 2018. Limited
effects are expected upon the introduction of IFRS
9 for the company and the group.

do not influence theGrougRd 2 NJ (G KS - NE VY i .

92 YL} y& Qi TAyryOArfeLBé##%%%&W$HW%gW%$WT?%@H%KS

date, but which will influence th€rougQ @ 2 NJ UAS8 and FASB have issued a new common

LI NBy G O2YLJ yaulik haebieen( A 2syandarg’ for Kréverfie recognition, IFRS 15

disclosed in the notes if significant Operating revenues from contracts with
customers. The standard supersedes all existing
standards and interpretations for revenue

1.24 NEW ACCOUNTING
STANDARDS
The accounting policies applied are the santbas
ones applied itast yea®financal statementsNo
changes to IFRSs and interpretatiavih impact
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recognition. The core principle of IFRS 15 is that
revenue is recognized to refledhe transfer of
agreed goods or services to customers, and then to
an amount that reflects the consideration the
company expects to be entitled to in exchange for
these goods or services. The standard applies to a
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few exceptions, all incorgenerating contcts
with customers, and includes a model for
recognition and measurement of sales of certain
nonHfinancial assets (eg property, plant and
equipment sales). The Group also reviews the
preparation of IFRS 15 issued by the IASB in April
2016.

IFRS 15 is teebimplemented either by applying the
fully retrospective method or the modified
retrospective method. The standard has
accounting effect from 1 January 2018.

The company and th&roup expect no effects
from the implementation of IFRS 15. The company
and the Grouphave ordimry saks recognized at
the time of delivery of the good3here are no
significant bundled deliveries or complicated
consideration structures inthe agreements
existing today

IFRS 16 Leases

operatianal or financial leases and account for
these two types of leases differently.

The standard is expected to have accounting effect
from 1 January 2019 and will be implemented
using either the full retrospective or modified
retrospective method.

The implemetation of IFRS 16 will mean that the
lease agreements for factory buildings (Note 6)
must be recognized at the estimated value of
factory buildings under current assets and long
term interestbearing liabilities. There has been no
decision regarding the oite of method of
calculation as of today. Factory buildings are
recognized as permanent assets and are further
assessed according to Principle Note 1.11. The
obligations in the lease agreements are recognized
as a longerm interestbearing financial liality,
whereby the agreed lease payments are allocated
between the deductions on the calculated
principal and interest expenses in subsequent

IFRS 16 Leases supersedes the existing IFRSaccounting. In addition, most operating leases
standard for leases, IAS 17 Leases. IFRS 16 sets outmentioned in Note 11 will have to be recognized in

the principles for recognition, measurement,
presentation and information about leases for
both parties in a lease, ie the customer (tenant)
and offers (landlord). The new standard requires
the lessee torecognize assets and liabilities for
most leases, which is a significant change from
today's principles. For landlords, IFRS 16 continues
in the essential principles of IAS 17. In line with this,
a landlord shall continue to classify its leases as

the same way, kuhey will have limited effect.

Other issued standards and interpretations with
future implementation dates are not relevant and
will not impact theGroupor the parent company
financial statements.

NOTE 2: ACCOUNTING ESTIMATES AND MANAGEMENT
JUDGEMENT AND ASSUMPTIONS

The preparation of financial sements in accordance with IFRS requires management to make judgments
when choosing and applying accounting principles. Further, IFRS requires the management to make estimates
based on judgments, and thestimates and assumptions are realistic. All estimates are considered to be the

Y2aG tA1S8te 2dz2id2Y$

TheGrouQad Y2aid aArA3ayAaATaol yi

Going concern
Sale and leaseback og plant builings

Transactions with related parties
Recognition ointangible assets

egeegege
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Allocatin of production costs imanufactruring cost of finished product cost
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w Depreciation, amortisatioand impairment of fixed assets and intangible assets
w Deferred tax asset

w Inventory- obsolescence

w Assessment of losses on accounts receivables

GOING CONCERN

In accordance with the accounting act 88 we confirm that the conditions for continued operations is
present and that the annual repdrave beerprepared based on the going conscern assumplichould be

noted that there is uncertainty considering the Group's ability to complete the development of Midsund
factory and ability to sell products at sufficiently high prices.

Sales of the buildings gelted in a significant improvement in liquidity in the first quarter of 2017. New
financing agreement on factoring, inventory financing and the agreement on subordinated loan in the second
half of 2017 ensure sufficient liquidity in the first part of 2(A@thermorethe Board of Directors at the time

of submission of the annual repdravean authorization granted by thi@eneral Meeting on 29 May 2017 for

the issue of up to approximately 23.3 million new sharfée. authorization is intended to be usédhe
company has a need for additional equity and liquidity.

The Company is in compliance with all requirements of our loan contracts and thus is not in violation of
covenants as of 31.12017 The company still has negative results inl@monthsof 2018 butthe Company

is not in breach of the covenants on all loan contraetease refer to Note 1Ifor more information on
conditions linked to the Group and the company's intebestring debt.

It will be crucial for the group and the company to aahiavhigher production and average price of their
products in order to contribute to adequate profitability in the future. The company expects improvement in
future results when prices and volumes for the individual products are established.

The Board congdérs that it is essential that the group and the company manages to increase sales and improve
earnings timely in relation to the need for liquidity in the Group and the Comphayboard will keep the
income and liquidity situation closely and continupassess the need for additional liquidity.

The group and the company's assets and vamegresentunder the assumption of going concerim a
potencioalforced saleelated to liquidationthe value of some of the group's and the company's ass&ys
be lower than the book value of the asséike uncertainty primary relates the value of intangible assets
and rights, fixed assets, financial ass@td investments, as welltag value of inventories.

ALLOCATION OF PRODUCTION COSTS IN MANUFACTRURING COST OF FINISHED PRODUCT COST

Four typesof finished products are produced from a common production process based on the same input
factors. The value of the individual finished product is based on the allocation of production costs determined
based on the finished product's relative share ofipigion yield multiplied by the expected sales value. The
same model has been used for allocating production costs over several years. The determination of expected
sales value as a basis for allocating production costs has significant discretionarjesgsessd has a
significant effect on the calculation of the cost of production of the various finished product products. The
group and the company are still in a staptand development phase, but management's judgment has based

on historical sales traamstions of wateisoluble protein (ProGo®) and CalGo® mainly to related parties, as well
as historical sales transactions of salmon oil (OmeGo®) antvaiend 2 f dzo f S LINRGSAY ot Si
independent parties in the feed market. See notes 4 and 14.
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SALE AND LEASEBACK OG PLANT BUILINGS

Hofseth BioCare ASA sold in 2017 the factory building at Midsund and the subsidiary HBC Berkak AS sold the
factory building at Berkak for a total of TNOK 80 000 to Syvde Eiendom AS, which is closely related to the
sharénolder Alliance Seafoods Inc. The sale resulted in accounting profit of TNOK 30 721 in the company
accounts and TNOK 52 242 in the consolidated financial statements. The transaction fee is based on tariffs
from independent taxpayer. At the same time;yEar lease agreements were signed at the factory buildings.

The lease payments are determined based on the term of the contract, the return provided for the buildings'
alternative uses and the estimated value of the factory buildings at the end of the penitad. The
assessment of whether the terms of the leases classify the leases as financial or operating leases entail
significant discretion regarding the real transfer of risk and control and which are important for recognizing
the accounting profit fromhe sales transactions in both the company accounts and the consolidated
accounts. See notes 6, 10 and 11.

TRANSACTIONS WITH RELATED PARTIES

Transactions with related parties constitute a significant part of the Group's and the company's ordinary
operaing income and expenses, and the determination of arm's length pricing is largely based on discretion.
Transactions also affect liquidity and financial carrying capacity for the Group and the company's operations.

In addition to the transactions mentionadthe sections above, the Group has the following other significant
transactions with related parties.

Hofseth BioCare ASA buys raw materials (fish fry) from Hofseth Aalesund AS, Hofseth AS and Seafood Farmer
of Norway AS, which are shareholders or cissociates of the shareholder. The raw material agreement
started to run in 2015 and lasts over 3 years, giving the company and the group the exclusive right to deliver
all by-products from their production. Appraisal is used in determining conditiorthéopurchase of raw
materials. See notes 4 and 6.

The company and the group also have financial leases relating to production equipment, subordinated loan
agreement and lonterm loan agreement with related parties. Appraisal is used in determiningrthe t
both the finance leases of production equipment and the loan agreements. See notes 6 and 17.

RECOGNITION OF INTANGIBLE ASSETS

The Grouphas come far in the development phase of establishing production at the targeted level and with
the quality thatthe business model has been based on. Gheupinvests in research and development
activities on an ongoing basis. Uncertainties exist relating to the timing of when the requirements for
NBEO23aAyAlUA2Yy 2F Ayilly3arotS | aa éring pokt ishthat r@sbabcyl an S G @
development activities are capitalized when there is an identifiable asset or product that is controlled by the
company that is expected to result in future economic benefits. Uncertainties also exist relating to the
assesment and estimation of the cost price for the intangible assets, and mainly relating to the estimation of
cost price for developing intangible assets and product development. Development activities that qualify for
capitalization are capitalizetdoth in the Groupand parent company. See note 12.

DEPRECIATION, AMORTISATION AND IMPAIRMENT OF FIXED ASSETS AND INTANGIBLE ASSETS
Estimated usefull @S & F 2 NJ infaShine@and” egdlipfimer® gporoduction equipment), in addition to
intangible assethave beerimpacted by théechnological developmenthe useful lives for fixegdsets and
intangible assets arstimated to 5 10 years. There are uncertainties relating to the interval between 6 and
10 yeas, especially for intangiblassetsSee note 10 and e 12.
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DEFERRED TAX ASSETS

There are ocertainties relating to futureaxable income and a deferred tax asset has not been recognized in
the financial statements. The unrecognized deferred tax assadunt to KNOKLO 148at 31 December

2017.

INVENTORIES

Important assumptins have been made when allocating variable and fixed costs for the calculation of the cost
price for internally produced inventoridaventories are valued at the lower of cost and net realizable value.
Judgment has been applied whassessing quality and durabiliurther, judgement has been applied for

the valuation of inventory to sales price, where historical transactions on bulk sales of salmon oil for feed, for
similar products in the different segments of the human marketr{spautrition and supplements) and
markets for pet food have been considered. A provision for obsolescence is made. See note 14.

ASSESSMENT OF LOSS RELATING TO ACCOUNTS RECEIVABLES
At the end of 2017 the Group had no significant overdue accounts relesivzde note 4 and5L

NOTE 3: SEGMENT INFORMATION

TheCompy & Q& LINE OS & atkdy/irANomndyFhy préductiohliBrie-fure®as needed, budverall
the production iswithin the definition forhuman consumption. Th&rouphas only one operatingegment
which isthe production of salmon oiDtmeGo®)soluble protein (Pro@), CalciumGalG® andnon water-
solubleLINE ( S A y). Adl pr&licB aret manufacturedthe plant in Midsund, but Pro@is refined from
water phase into poder form at theplant in Berkak

SALMON OIL

The raw material isroducedfresh and the systeffor feedingthe raw material is closed. This way thédnoitls

a very high quality, with low oxidation values. The storage tanks are filled with nitrogen before draining the
oil. This ensures that the fregjood quality is maintaed throughout the process. Our oil production process

is unique in thatthe oil fran the raw materiails releaseavith the enzymes. Hencéhe product is not expesl

to high temperatures and gisafresh salmon oil with londurability tothe consumers
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WATER SOLUBLE PROTEIN

HBC produces a hydrolysed salmon protein. The product is the protein that has the fastest uptake in the body
of comparable protein products on the market. It contains littlediadl has good solubility in water.
Adjustments to the manufacturing process have also been undertaken to increase the capacity and quality of
the product in 2017.

CALCIUM

In 2017, HBC produced the first batches of a pure calcium product and will contimage adjustments in

2018 to increase the yield on this fraction. The process is constructed so that the bone fraction of the salmon
comes out as whole bones and bones before it is dried and milled into pure calcium powder.

NON-SOLUBLE PROTEIN

The PHP é&ction, which is the fourth main product from the Midsund plant, is separated as a separate protein
product and dried to a high quality fishmeal. The yield on this fraction is good, but measures have been
identified to further increase the yield.

The ggnment information is based on an overall performance reporting for all products as one segoment
information purposes, the revenue split for the different prodigishown irthe table below.The products
are mainly produced in the same production pss;eand from the samraw material supply-ence, the cost
of sales is monitored by the managemhas totl cost of sales, but split byoduct. TheProduction Manager
manages production by monitoring the raw mateimb vs. output of finished goods fohe 4 different
product types in order to calculatie yield byproduct.

Revenue per product Group Parent

Figures in NOK 1000 2017 2016 2017 2016
Byprodud

Salmon O{OMeGo®) 22 997 13593 22 997 13593
Soluble Protein HydigdateProGo®) 28 798 5177 28 798 5177
CalciumCalGo®) 753 27 753 27
Nond 2t dzotS t NPGSAYyot SGD 5273 0 5273 0
By-products 6 593 1407 5997 957
Rental production 1820 0 0 0
Profit from sales of property, plant and equipmen 52 242 0 30721 0
Sum 118 476 20 204 94 539 19 753
Byregion
Norway 23 631 5039 21214 4 589
Asia 15 497 0 15 497 0
Europe excl Norway 18 771 14 491 18 771 14 491
North-Amerika 8 338 673 8 335 673
Profit from sales of property, planb@ equipment 52 242 0 30721 0
Sum 118 476 20 204 94 539 19 753
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In 2017goodsfor a total amount ob4 502were sold to two customersral individually accounted fanore
than 10% of totatevenues The sald¢o each ofthese customersvere KNOK31 430and KNOK23 071,
respectively Similarly, ir2016 goodsfor a total amount oKNOKL2 085were sold totwo customers that
individually accounted fonore than 10% of totalevenues The saléo each of these customevgere KNOK
9 457andKNOR2 628 respedively.

NOTE 4: OPERATING EXPENSES

Cost of sales Parent

Figures in NOK 1000 2017

Raw material 32 03¢ 4 75¢ 32 03¢ 4 75¢
Freight 7 26°¢ 6 741 7 227 6 711
Purchased services 16 45¢ 9 13¢ 24 21: 8 16t
Obsolescence cost 1117 4372C 1117 43 72(
Change in inventory -1 941 37 05! -1 941 37 05!
Total cost of sales 54 92¢ 101 40! 62 64¢ 100 40t

The Compangurchasedack volumes of salmon oil previously sold in the Nantierica and Europe, due to

age and upcoming shelf lifx@ry. Volumes are bought back at selling priceiasdld to other buyers in
North-America and Eope. For 2016, these actions hadulted inobsolent cost of KNOK Z230.In addition,

the Companytook over the ownership and control to previously dekek goods to a customer in North
America, with no capitaklated expenses. The customer had a significantly overdue accounts receivable,
which group deposited in full loss in 2015. The value of the acquiredvil@sset equal to the sales value of

the gads in 2016KNOK 1109), where the loss allocation was similarly reversed (see table below).

Other operating expenses Parent

Figures in NOK 1000 2017

Leasing 1322 1333 1315 1331
Rent 5739 0 3815 0
Travelling cost 1942 1477 1910 1457
Consultant fees and tax advisory 5015 6 511 4 856 6 396
Advertising 754 1807 752 1801
Insurance 628 820 484 643
R&D and patents 1296 1789 1296 1789
Repair and maintenance 7 399 2631 6 053 2 097
Company cars 678 918 645 899
Provision for loss on trade receivables 0 -1 109 0 -341
Other operating expenses 2 150 3 307 1674 2948
Total 26 922 19 485 22 801 19 021

The Group sold the factory buildings in the first quarter of 2017. At the sametiem@roup signed5-year
lease agreements, explaining the cost of rent in 2017.
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The Group has reduced @thoperating expenses of TNOKO® @s a result of the recognition of public grants
from the Skattefunn Enova and the Research Council.

l dZRAGBNDR& FSS Parent

Hgures in NOK 1000 2017

Audit fees 697 657 625 608
Tax advice 82 33 79 30
Audit related services 205 311 201 311
Other services and confirmations 166 175 156 175
Total 1150 1176 1061 1124

VAT is not included

NOTE 5: EMPLOYEE BENEFIT EXPENSES

Salaries Parent

Figures in NOK 1000 2017

Salaries 24 757 16 235 20 295 13412
Sharebased payments 0 187 0 187
Social security costs 2883 2103 2573 1887
Pension costs 1313 1192 1053 965
Other employee benefits 554 265 479 235
Capitalized cost in associated with developn -3 379 -2 209 -3 379 -2 209
Totale employee benefit expenses 26 127 17 773 21021 14 477
| SNJ 3S ydzYoSNJ 2F C¢ 39 28 32 22

DEFINED CONTRIBUTION PENSION PLAN

The parent company and tli&ouphavea statutory obligation toffer an approved pension plaand offers
a plan that meets the requirements of this Atbntributionsof KNOKL 313have been expensed the Group
in 2017(2016 KNOK1 192, and KNOK 053KNOK65in 2016 in the parent company.
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Remuneration to executive Other Share Total Total
management team and the remuner Pension based remune remune

board Salary ation cost payment ration ration
Figures in NOK 100Goup 2017 2016
Executive management

Roger Hofseth,

CEO from 14.08.17. 92 0 0 240 332 392
Chairmarup until14.09.17*

until 13.08.17

Jon Olav @degar@FO 1539 35 77 0 1651 1734
Dr. Bomi Framroz&S®* 1151 0 0 2532 3 683 3870

The Board of Directors
Ola HolenChairman from

15.09 17 35 0 0 0 35 0
Torill Standal Eliassen 114 0 0 0 114 88
Christoph Baldegger 96 0 0 0 96 88
Henriette Godg Heggdal*** 845 9 42 0 896 880
Marit Liland Sandvolap

until 26.5.16 0 0 0 0 0 53
Bjgrn Tunheinup until

26.5.16 0 0 0 0 0 45
Total 5243 2590 176 0 8 009 8 537

* Includes remunerated as external consultant.
** Includes fee for operating R&R&D share amounted tdNDK2 532 in 2017 andiNOK2 712 in 2016.
*** Includes sahry paid in capasity of beeiag employee of the Company

No loans or guarantees are grantedriembers of the management team, Board a&Etors or other
elected bodiesTotal loans to shareholdeand employees amount to TNOK 1 160 at 31 December 2017
(TNOK 0 as of 31 December 2016). The agreed interest rad&ip8r annum and maturity 20:2824.
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Number of shares helay executive management and board members:

Held by Hed by

related related
Shareholder Shares  companies parties
Roger Hofseth 0 83661981 0 83661981
Tor Erik Andersen 804057 1064285 0 1868342
Jon Olav @degard 0 2104039 180000 2284 039
Dr. Bomi Framroze 786630 0 0 786 630
Christoph Baldegger 580 000 0 0 580 000
Ola Holen 449 505 47055507 0 47505012
Total 2620192 133885812 180 000 136686 004

GUIDELINES FOR THE SALARIES AND OTHER REMUNERATION OF THE CEO AND EXECUTIVE
MANAGEMENT AT HOFSETH BIOCARE ASA 2017

HofsethBioCare { ¢ eQecutive remuneration policy is to offer senior executives employment conditions
whicharecompetitiveregardingsalariesfringe benefits, bonus and pension scheme. The Company shall offer
salary levels that are comparable with similar companies ditias, andconsideringhe company's need

for qualified staff at all levels.

The salary and other remuneration to senior executives shall at all times be determined in accordance with
the abovestatedprinciple.

The bonus to the CEO is determined by @airmarof the Board Bonuses for other s@r executives are
determined by the CEO in consultation with the Chairafdahe BoardNo bonus paymentsavebeen made
in 2017.

The Grouphas complied with the guidelines 2017. For fiscal yea2018 no charges have been made to
current guidelines.

In case Hofseth BioCare chooses to terminate the employment relationship with the CEO, neaghatace
paymenthas been agreedin the evenemployment of ther senior executives is terminated by the company
there areno agreements entitling them to severamaymentseyond salary during the notice period for the
number of motths as stipulated in thorwegian employment act

CHANGE OF CEO 14.08.2017
After the former CEO resigned from his position, he hkmdiea in the notice period up until 30.11.2017.

The company had a stock option program applicable to the former CEO. He was allocated 450,000 options as
at 31 December 2016, with a redemption price of NOK 7.00 and options could be exercised on expiration
date 13.12.2018.

The fair value of the options was settled at the date of allocation and expensed over the vesting period. In
2017, TNOK 0 was expensed (TNOK 187 in 2016). The share options were terminated when the CEO resignec
14.08.2017.

The fair value fathe options granted was calculated using the B&aholesMerton pricing model. There

were limited data for own stock price, due to the small stock history of the company, and one has used
guidelines in IFRS 2 to calculate expected volatility. Expeuitddity was based on historical volatility on

the following similar companies listed on the Oslo Stock Exchange: Pronovo, BioPharma, Aker BioMarine and
Copeinca.
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NOTE 6: RELATED PARTY TRANSACTIONS

The Groups related parties includshareholders, boardnembers and the senior management and their
related partiesAll companieth HofsethGroup includingRoger Hofseth AS, Hofseth International AS, Hofseth
Logistics AS, Seafood FarmefsNorway AS, Hofseth AlSofseth Aalesund Aghd Hofseth Aqua A&e
considered to be related parties ktofsethBioCareASAIn these companies, CEO and shareholder in Hofseth
Biocare ASA, Roger Hofseth, has significant influence through ownership inesidstg positions and board
memberships.Futher is the Group's afeholder Alliance Seafoods Inecludingtheir subsidiary Syvde
Eiendom ASonsiderel a related party.

All related partytransactions have been made in the ordinary course of the busatéhe arms length
principle The main transactions madie 2017

9 Purchase of raw materials fradfofsethAalesundAS Hofseth A@ndSeafood Farmeisf NorwayAS.

Seefurther details of the agreement below.

The Group leases logistics services from Hofseth Logistics AS at a cost o6TINE( Bear.

32F (KS dJfiganciallegsé &greementsunning in2017, are entered into byHofseth AS

Hofseth International A@&hdRoger Hofseth A&hd invoicedHofsethBioCareASA.

1 Roger Hofseth ABas issuedguarantees for lans to Hofseth BioCareASA.Hence, aguarantee

providon has beerpaid toRoger Hofseth AS 2017 this var TNOK 777(3%)

Other minor administrative fees invoiced fréfofseth International AS.

Asales commissioto Hofseth AS is agreed upaf,510%for som of the sales that HofsBtoCare

ASA makes Hof$eAS andHofseth International ABales channels.

1 Hofseth AS has converted TNOKODB ofaccounts payablato a responsible loan. The loan has a
maturity of 5 years and has a interest rate of nibor + 4.5% per annum.

1 Alliance Seafood Inc. has a loath®Group with balance KNQ®& 206per 31.12.%. The loan expires
30.09.22and has dixedinterest rate 0#4%.

1 The Group has sold the factory buildings at Midsund and Berkdk to Syvde Eiendom AS for a

consideration of TNOK 80 OUBstimated gain on sales liecognizé in the income statement with

TNOK 52 242 on the Group, and TNOK 30 721 on parent company.

Alliance Seafoods Inc. has bought goods for a value of TNSJR 242017.

Roger Hofseth AS has bought goods for a value of TNOK 4 762 in 2017.

The Goup leases factory buildings Midsund and Berk&kom SyvdeEiendom AS at a cost of TNOK

7 200 per year.

T
1

= =

= =4 =

The statement of profit and loss and the balance sheet include following related party transactions:

Balance sheet items Parent

Figures in NOKDOO 2017
Machines and equipmeifieasing) 9713 13916 9713 13916
Trade receivables 17043 640 16 842 640
Accured revenues 1878 0 1878 0
Loan from shareholders -25 206 -32 531 -25 206 -32 531
Leasing liabilities -6 900 -10 356 -6 900 -10 356
Trade payables -37 691 -4 224 -37 691 -4 224
Other current liabilities -1 097 -324 -1 097 -324
Total -42 260 -32 878 -42 641 -32 878
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Profit and loss items

Figures in NOK 1000

Sales revenue 31610 657 31410 657
Other operating expenses 52242 0 30721 0
Totalrevenue 83852 657 62131 657
Cost of sales 37372 5523 37 372 5523
Other operating expenses 7 282 1520 7 282 1520
Financial expenses 1123 3097 1123 3097
Totalcosts 45778 10 140 45778 10 140

RAW MATERIAL AGREEMENTS

The aw material agreement between th@roup Hofs¢h AS andSeabod Farmers of Norway AS was
implemented in2015. The agreerant terms are three years froeommencementnd theGrouphas the
exclusive right to take delivery of alklfmpducts from the production that takes place in HofseghSeafood
Farmers of Norway $\and any othesubsidary of Hofseth International & which potentialljoins the
agreementat a late stage It is estimated thaGroupwill take delivery of up to 30 000 tonnes offrpducts
during the agreement periodf the Grouphasnot claimedall the quartity during the contract periadthe
Grouphas the righto extend the contract period untthe entre quantity has been taken aut

NOTE 7: FINANCIAL INCOME AND EXPENSES

Financial income Parent
Figures in NOK 1000 2017
Interest income 100 381 92 380
Reversal impairment of financial fixed as: 0 0 2 288 0
Gain from the buy back of Bonds 0 4193 0 4193
Foreign exchange gains 965 4275 965 4275
Total 1 065 8 850 3344 8 849
Financial expenses Parent
Figures in NOK 1000 2017
Interest expenses 3323 10 349 3521 9424
Impairment of financial assets 0 0 0 4834
Warranty provision 777 892 777 892
Foreign exchange losses 2 251 504 2 249 503
Total 6 351 11 746 6 538 15 653
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NOTE 8: INCOME TAXES

Income taxes

Figures in NOK 1000
Income tax exgnse
Change in deferred tax 0 0 0 0

Tax expense 0 0 0 0

Calculation of taxable result

Loss before tax -16 482 -147 459 -36 168 -146 182
Permanent differences -3 528 3809 -3 528 3809
Change in temporg differences -52 856 -9 276 -39 818 -8 997
Taxable result -72 867 -152 926 -79 515 -151 370
Temporary differences

Fixed assets 20 838 24 165 18 608 21981
Loss carry forward -529 005 -458 426 -515 554 -436 039
Other temporary dferences 29 262 -26 922 16 269 -26 922
Total -478 905 -461 183  -480 677 -440 980

Calculated deferred tax ass28%(24% n 2016  -110 148 -110 684  -110 556 -105 835

Deferred tax assets armt recognised in the balance sheet

Reconcilitation of tax expense

Figures in NOK 1000

Loss before tax -16 482 -147 459 -36 168 -146 182

Tax on loss 23¢24% ir2016) -3 956 -36 865 -8 680 -36 546

Permanent differences -847 952 -847 952

Deferred tax asset, not recognised 407 31442 4720 31184

Effect of change itax rate 4 395 4471 4 807 4410

Totaltax expense 0 0 0 0
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NOTE 9: EARNINGS PER SHARE

TheGroufRd S NYAy3a LISNI &K

233.5mill. shareg2016 145.7mill. sharek

NE NS5 OFfOdz F iSR o8&
of MNOK-16.5(2016 MNOK:-147.5 by the weighted avage number of sharesutstanding durng the year,

RADAFR

Dilued earningsper share are calcated by dividing the profit attributable tthe share holders by the
weighted average nundp of shares outstandg during the year plus theeighted aveage number ofshares
that would be issued on conversionatifthe dilutive potentiashares into ordinary shares

Earnings per share Group
Figures in NOK 1000 2017 2016
Profit attributéble to share holders -16 482 -147 459 -36 168 -146 182
Weighted average number of shares outstanc 233 500 145 684 233 500 145 684
Effect of dilution from share options 0 450 0 450
Weighted average number of shares outstanc
adjusted for the effect of dilution 233 500 146 134 233500 146 134
Earnings per share
-ordinary -0.07 -1.01 -0.15 -1.00
-diluted -0.07 -1.01 -0.15 -1.00
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NOTE 10: FIXED ASSETS

Group Parent
Machin Machines

Property, eryand Fixtures Property, and Fixtures
Figures in NOK  plantand equip and plantand equip and
1000 equipment ment fittings Total equipment ment fittings Total

Cost ai01.01.208 28482 96 204 7288 131974 19412 88780 7218 115410
Additions 3781 34056 1430 39267 4331 34271 1430 38933
Cost at31.12.208 32263 130260 8718 171241 23743 123051 8648 155443
Depreciation at

3628 41 096 5535 50259 2540 39 562 5464 47566

01.01.20%
Depreciation 1032 14 595 674 16 302 669 14 087 674 15431
Depreciation at
31.12.20F 4 660 55691 6209 66561 3209 53 649 6138 62997
Book value at
31.12.20F 27 605 74 569 2509 104683 20535 69403 2510 92448

- 2540 5-10 3-10 5-10 3-10
Eonomic life 40 years years

years years years years

Method of Straightine ~ Straight line  Straight line Straight line  Straight line  Straight line
depreciaton depreciation depreciation depreciation depreciation depreciation depreciation

Group Parent
Property, Machirer Machines

plantand yand Fixtures Property, and Fixtures
Figures in NOK  equip equip and plant and equip and
1000 ment ment fittings equipment ment fittings

Cost al01.01.207 32263 130 260 8718 171 241 23743 123051 8648 155443

Additions 0 9 810 110 9920 0 9491 110 9601
Sold -32263 0 0 0 -23743 0 0 0
Cost at31.12.20Y 0 140070 8 828 148 898 0 132543 8758 141301
Depreciation at
01.01.20T 4660 55691 6209 66561 3209 53649 6138 62997
Depreciation 285 17 909 995 19189 194 17 346 995 18535
Sold -4945 0 0 27320 -3403 0 0 20 341
Depreciation at
31.12.207 0 73 600 7205 80805 0 70 995 7134 78129
Book value at
31.12.207 0 66 492 1597 68089 0 61 570 1597 63167

Lo 2540 5-10 3-10 5-10 3-10
Economic life 40 yeas years

years years years years

Method of Straight line  Straight line Straight line Straight line  Straight line  Straight line
depreciaton depreciation depreciation depreciation depreciation depreciation depreciation

In 2017, the Group sold thadtory buildings at Midsund and Berkak for TNOK 80 000 to Syvde Eiendom AS,
which is relategartie tothe shareholder Alliance Seafoods Inc. The sale resulted in an accounting gain of
TNOK 52 242 in the consolidated accounts and TNOK 30 721 in the cacgmamis. See Note 2 and Note

11 about the Group's and the Company's leases.
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The company has placedsetsas collateral for loan. Seete 17 for further details.

NOTE 11: LEASES

THE COMPANY AS LESSEE - FINANCE LEASES

The compan@ @ssetaunder financdeases includenachineryand equipmentin addition to lease payments,
the company is obliged to maintain aseture the equipmentThe terms of the leases are in the rang8-@f
years and a majority of the leases include a rightenewal At the endof the originajperiod, the machinery
and equipment can be subleased 12 of the original lease paymenihe company may also require to
purchasehe equipment.

Assets under finandeases include

Figures in NOK 1000

Machinery and equipment 18 222 24 357 18 222 24 357
Depreciation -5 336 -6 161 -5 336 -6 161
Net booked value 12 886 18 196 12 886 18 196

Maturity of minimum lease payments

" 1vyear 4247 5718 4247 5718
1-5years 6 921 11169 6 921 11169
15 years 0 0 0 0
Total 11 169 16 886 11 169 16 886
Average interest rate 6,9% 6,9% 6,9% 6,9%
Net present value 10118 14486 10 118 14 486
Of which

" 1years 3606 3492 3 606 3492
1-5years 6 512 11 356 6 512 11 356

THE COMPANY AS LESSEE - OPERATING LEASES
The company has several operatiegses of fixtures and fittings, cars and truddsst of the leases include
a right ofrenewal.

Ordinary lease panents under operating leases amountedhe following:

Parent

Figures in NOK 1000

Ordinary lease payments 927 1859 927 1 859
Total 927 1 859 927 1859

Summary of future minimum lease payme

" 1year 866 1019 866 1019

1-5years 1198 1778 1198 1778

15 years 0 0 0 0

Total 2 065 2797 2 065 2797
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The company has entered into lease agreements for the factory buildings at Midsund and Berkak. The leases
are both in 15 yearOrdinary rent payments on operating leases factory buildings were as follows:

Group Parent
Figures in NOK 1000 2017 2016
Ordinary lease payments 5 400 0 3476 0
Total 5400 0 3476 0

Summary of future minimum leasayments

" 1vyear 7200 0 4635 0
1-5years 28800 0 18540 0
15 years 66600 0 42874 0
Total 102600 0 66 049 0

NOTE 12: INTANGIBLE ASSETS

2016 Groupand Parent

Figures in NOK 1000 R&D Trademarks Patents Other  Total  Goodwill

Cog¢ at01.012016 16116 133 3671 2527 22 447 7 458
Additions 0 0 0 72 72 0
Internally developed 3248 0 0 0 3248 0
Cost at31.122016 19364 133 3671 2599 25767 7458
Depreciation a01.012016 3980 81 1506 1633 10 700 0
Disposal 0 0 0 0 0 0
Depreciation charge of the ye 1593 27 367 282 2 268 0
Impairment 72 0 0 0 72 7 458
Depreciation aB1.122016 5644 108 1873 1915 9540 7458
Net book valuat 31.122016 13720 27 1798 685 16 229 0
Economic life 10years 5yeas 10 years 5years 5-10 years

. Straight line Straight line Straight line Straight line Straight line
Method of deprematon depreciation depreciation depreciation depreciation depreciation
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