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MISSION - VISION - VALUES

MISSION
VISION
VALUES

Increasing urbanization presents us with unprecedented transportation challenges. Cities and people around the world
are looking for new and better ways to deal with congestion, accidents and unsustainable pollution levels.

Q-Free’s vision and mission reflect our desire to help sustain urban growth and quality of life. Simply put, we want to
make it convenient safe and environmentally friendly for people to move from A to B.

Our purpose gives us a strong social cause and a clear long-term goal for our employees, partners and customers.

Qur Mission

Q-Free creates intelligent solutions for efficient, safe, and environmentally friendly
transportation based on innovative technology and open platforms.

Our Vision

Changing the movements of life.

Our Values

Our values serve as a compass for our actions and describe how we behave in the world.

Excellence
We aspire for excellence and as a consequence set new standards in everything we do.

Passsion

Dedication and responsibility fuels our passion for solving the future of mobility for citizens on the move.

Innovation
Our curiosity combined with technology puts innovation at the core of our product development.

Collaboration
By sharing knowledge and establishing new partnerships, we customize through collaboration.
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entally friendly transportation.
lling our mission requires passionate
and experienced people. Meet Audun..
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Audun, our innovative senior R&D.engineer, has been working with
Q-Free products and projects for 22 years..He has a passion for radio HW

and enjoys photography, cooking, outdoor life and spending precious
moments with his 4 grandchildren.
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OUR HISTORY

The Historical context

1984-2000

COMMERCIAL BREAKTHROUGH

® Established as
Micro Design

First tag
tested

R&D contract

with Norwegian
Public Roads
Administration
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Delivered
Oslo Toll
Cordon,
Norway

Breakthrough in
Australia and Brazil

® Deployed the world’s first
5.8 GHz multi-lane free
flow system in Austria

First 5.8 GHz Rebranded
system delivered as Q-Free
to Portugal

® Deployed the first free l First fully interoperable

flow tolling system in free flow tolling operation,
Trondheim, Norway AutoPASS Norway



OUR HISTORY

The Historical context

2000-2012
INTERNATIONAL TOLLING EXPANSION

2012-2018
TRANSFORMATION INTO AN ITS COMPANY

® The world’s Introduced ® Acquisition TDC ® Delivery phase truck
first MLFF the world’s Traffic Design and tolling project in
system in smallest tag Open Roads Sells Slovenia
a tunnel, 53 % of Noca AS
Al Record year for
tag sales
® Acquisition Successfully piloted
of Elcom (NB-IoT) outdoor sensor
® Stockholm
congestion
® IPO on charging ® Acquisition
Oslo Bars SEEN) of TCS
delivered

l Large tolling l
contracts
in Slovakia, Bt e
Portugal, Acquisition . .
Thailand and of ?rafﬁko :eavrgffélling Portfolio restructurlng.
Norway and Intelight (Slovenia) and Closed down Indonesia,
\ Traffiko and Elcom
inter-urban
& Gothenbur (US) contracts Won Great Belt bridge
U . contract in DK
congestion Universal ITS
charging station - C-ITS,  Deployed connected
® Acquisition of system Melbourne, vehicle SW on GDOT
Dacolian, ALPR delivered Australia traffic controllers
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Q-FREE AT A GLANCE

Q-Free at a glance

“

FOUNDED IN

1984
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50+

MARKETS

INSTALLED
THE SLOVENIA

TRUCK
TOLLING

SYSTEM IN

2018

o o

REAL TIME JOURNEY
MONITORING
(BLUETOOTH DETECTION)

1000+

9 / Q-FREE ANNUAL REPORT 2018

HEADQUARTERED IN

TRONDHEIM
NORWAY

N

32

MILLION TAGS SOLD

7o

350+

PARKING GUIDANCE
SYSTEMS

L)
1200+

WEIGH IN
MOTION SYSTEMS

4N

OFFICES IN

16

COUNTRIES

43 000

INTRADA

ALPR

LICENSES
OPERATIONAL

-

225 000+

SINGLE
SPACE PARKING
SENSORS SOLD

~30 000

INTERSECTION
CONTROLLERS

385

EMPLOYEES

INSTALLED THE
WORLD'S FIRST
FREE FLOW

TOLLING
SYSTEM IN

19883

L

4000+

TRAFFIC
COUNTERS

isr
TRAFFIC
MANAGEMENT FOR
>500000 LANE-MILES
OF ROADWAY

N

~1
BNOK
IN REVENUES

INSTALLED THE
STOCKHOLM
CC SYSTEM IN

2005

1500+

BICYCLE
COUNTERS

+

MILLION
PEOPLE SERVED
BY OUR TRAFFIC

MANAGEMENT

SYSTEMS



KEY FIGURES

Key figures

2014 2015 2016 2017 2018
Profit & loss account (TNOK)
Operating revenue 788 684 766 885 877 165 973 475 888 647
Cost of goods sold 262 940 203 271 281 489 278 493 227 191
Project contractor expenses 56 923 101 821 120 766 103 934 92 260
Other operating expenses 383977 472 518 479 256 508 457 498 105
EBITDA 84 844 -10 725 -4 346 82 591 71 091
EBIT 8 436 -150 294 -59 107 4227 23 690
PROFIT BEFORE TAX -16 369 -171 934 -55 621 -9 526 -1119
PROFIT / (-) LOSS FOR THE YEAR -26 958 -188 091 -53 419 -11 263 -8 079
GM % 59.4 % 60.2 % 541 % 60.7 % 64.1 %
EBITDA % 10.8 % 1.4 % -0.5% 8.5% 8.0 %
EBIT % 1.1% -19.6 % -6.7 % 0.4 % 27 %
Selected balance sheet items (TNOK)
Intangible fixed assets 414 342 581 991 512 451 470 876 477 213
Tangible fixed assets 51799 43 854 33 661 22 367 25420
Cash 164 133 65 349 101 474 113 633 89700
Total assets 939 794 997 315 990 419 1070372 940 146
Equity 485 389 416 499 426 900 414 231 402 397
Gross interest bearing debt 100 000 150 000 229 457 328 691 215 521
Key figures per share (NOK)
Earnings per share, ordinary -0.42 -2.79 -1.11 -0.23 -0.09
Earnings per share, diluted -0.42 -2.79 -1.11 -0.23 -0.09
Cashflow 0.92 -0.31 -0.96 -0.57 1.77
Book equity 7.08 5.97 5.67 4.64 4.51
Market cap as at 31.12 (MNOK) 688 683 703 718 687
Average no of shares 68 574 69 781 75 351 89 223 89 223
Other key figures
Order backlog 481192 710 202 1404 548 1049 477 1128 178
Order intake 889 792 1009 722 1575143 615510 972 080
Return on Invested Capital (ROIC) 0.84 0.77 0.89 0.91 0.95
Net interest bearing debt (NIBD) -64 133 84 651 127 983 215058 125 821
Cash flow from operations 63 310 -21 916 -72 684 -50 714 158 283
Operational investment 69 074 60 211 31941 30 113 43 480
Equity ratio 52 % 42 % 43 % 39 % 43 %
Gearing 10.6 % 15.0 % 232 % 30.7 % 229 %
Number of employees 399 429 416 415 385
Price / book value 1.42 1.64 1.65 1.73 1.71
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President & CEO, Q-Free ASA
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LETTER FROM THE CEO

Leaving a successful 2017 behind us with all-time high revenues and solid profits due to the large tolling contract in Slovenia,
we knew it would be challenging to maintain performance in 2018. The company had low order intake in the second
half of 2017 and entered 2018 with a relatively small contract backlog. Our focus in 2018 has therefore been twofold;
significantly increase order intake so we can grow revenues again and continue the optimization of our portfolio/cost base.

Revenues in 2018 declined YoY as expected due to low tolling project revenues. Still, a very positive development in
2018 was the 10 percent growth in non-tolling businesses, which accounted for 46 percent of total 2018 revenues.
Q-Free also experienced a significant increase in order intake. The combined value of contracts signed during the year
increased by 58 percent compared to 2017, and all quarters had a positive book-to-bill ratio. We also saw a continued
shift from project-based revenues towards more recurring revenues. Q-Free therefore enters 2019 with a 70 MNOK
higher backlog and a more promising opportunity pipeline than the company had entering 2018. In 2019 the ambition
is to grow revenues by more than 10 percent organically.

Profitability in 2018 was negatively impacted by one-off expenses related to planned portfolio restructurings. We closed
down Malta, Serbia and Indonesia during the year. Although these decisions reduced 2018 EBITDA by 18 MNOK,
the cost savings going forward will be substantial. For example, Q-Free expects that the exit from Indonesia will deliver
more than 15 MNOK in annual cost reductions from 2019 and onwards. Adjusted for one-off expenses, Q-Free delivered an
EBITDA margin of 10 percent in 2018 - in line with last year’s 11 percent margin. This proves that the underlying business
delivered satisfactory results in 2018 and that there is potential for margin expansion once revenues start to increase.

Q-Free is now in the third stage of its strategic plan — “integrate and expand”. The company’s current portfolio covers
products and systems in several large and growing ITS segments. Going forward Q-Free can, as one of very few players,
combine its offerings within these various segments to create solutions and packages that deliver on new market needs
and trends. One example is the integration of signal processing and truck parking in our Open TMS Traffic Management
system. Another example is the combination of parking and infomability components to provide solar-powered parking
guidance solutions in remote locations. In 2018 we also developed a new software platform for data collection and
processing, which today is used together with our new outdoor parking sensor. Going forward, we plan to also use this
platform in other business areas such as infomobility, tolling and urban. To facilitate and expedite the planned integration,
we created a global CTO role and organization towards the end of 2018.

Most of Q-Free’s customers need to address three main challenges: mobility, safety and sustainability. With our new
solutions Q-Flow (for improved mobility), Q-Safe (for increased traffic safety) and Q-Clean (for environmentally-friendly
transportation), customers and partners can initiate programs that address these challenges, either stand-alone
or in combination. Q-Free’s solutions are built on future-proof, scalable platforms that will yield results from day 1.
Moreover, these solutions represent a holistic approach to complex issues. For example, safety is not fixed with one
single system or product. To increase safety on our roads we need to combine smart intersection controllers, red light
and speed enforcement, bicycle priority schemes, weigh in motion solutions etc. It is when these systems work in parallel
that we can expect real improvements.

With Q-Flow, Q-Safe and Q-Clean Q-Free will be an attractive partner for cities, municipalities and counties around the
world. Rather than offering single products and services, Q-Free will over time become a program partner for these
customers. We can also team up with other ITS players and work with them to deploy state-of-the-art technology as part
of major infrastructure programs. In an industry that gradually will be reinvented through electric cars, connected and
autonomous vehicles and new advances in big data and artificial intelligence, Q-Free is ready to lead the way.

L ek

Hakon Volldal
President & CEQ, Q-Free ASA
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INDUSTRY PERSPECTIVE

New mobility challenges

Every week 1.5 million people move from rural to urban areas. More than 50 percent of the world’s population
now lives in cities, and according to the UN the share is expected to increase to almost 70 percent by 2050.
The importance of cities is demonstrated by a few key metrics: 50 percent of global GDP is generated by the 300
largest metropolitan areas in the world, cities are responsible for 75 percent of global energy consumption and
responsible for 80 percent of CO2 emissions.

With increasing urbanisation comes new and unprecedented mobility challenges. Congestion is already a worldwide
hassle, and the associated costs are high. For example, research conducted by INRIX shows that London clocked
a remarkable 227 hours stuck in congestion in 2018, costing each driver GBP 1680 annually. On a global level
1.2 million people lose their lives in traffic accidents each year. The World Health Organization has stated that
80 percent of urban areas are exposed to pollution levels that exceed their guidelines. In sum, transportation is no
longer efficient, safe and clean.

The Intelligent Transport Systems (ITS) industry provides solutions to address fundamental mobility challenges.
Electronic tolling, smart parking, advanced traffic management, variable message signs, speed/red light enforcement
and a host of other ITS products and solutions help reduce congestion, improve road safety and reduce pollution.
The benefits have been documented in numerous studies and reports. In Q-Free we are “technology optimists”.
We believe that ITS is essential to sustained urban growth and quality of life.

A promising future

The ITS industry will be heavily impacted by 3 disruptive forces: electrification, self-driving vehicles and ride sharing.
Each force has the potential to dramatically change the future of transportation, in combination they can revolutionize
the future of mobility. Research conducted by the Boston Consulting Group in 2016 shows that the impact of replacing
conventional vehicles with electric “robo-taxis” will be profound: number of vehicles on the roads might decrease by
almost 60 percent, number of accidents might go down by approximately 90 percent, and emissions from cars might be
reduced by 85 percent.

There is no reason to doubt that transportation in the future will look very different than it did in 2018. However,
the transition from today’s traffic situation to a future dominated by clean, safe and efficient robo-taxis will not happen
overnight. Even though the automotive industry is changing fast and new enabling technologies such as big data, cloud/
edge-computing, and the internet of things fuel a constant stream of smart mobility innovations, we tend to overestimate
the effect of technology in the short term and underestimate the effect in the long run. To replace almost 1.3 billion
conventional cars and commercial vehicles with electric vehicles will take time. Similarly, changing private car ownership
attitudes and making ridesharing the preferred transport mode for urban citizens will take time.

How to get there

In Q-Free we embrace new technology. After all, our mission is to create intelligent solutions for efficient, safe, and
environmentally friendly transportation based on innovative technology and open platforms. We will therefore continue our
pioneering work in ITS standardization and Cooperative ITS (C-ITS) to support a future where smart robo-taxis (or something
else) have replaced today’s vehicle fleets. Nevertheless, we also offer mobility solutions that can be implemented with great
benefits today and in the next few years to help cities bridge the gap between where they are and where they want to be.

Q-Free has one of the broadest and most interesting portfolios in the ITS industry. Our scope covers electronic toll
collection, parking, traffic management, intersection control systems, smart infomobility solutions etc. Our breadth of
sensors, software systems and domain know-how put us in a position where we can offer unique solutions to mobility
challenges in a short timeframe. We can offer stand-alone congestion charging and intersection control systems that will
immediately remove traffic jams and accidents. More interestingly, we can combine and merge our solutions to give our
customers more insights and better tools to address mobility challenges across transport sectors and public bodies. We
can achieve this by collecting data from various sensors and sources and presenting the data in new and innovative ways
to facilitate faster and better decision-making.

Summary

Effective and efficient transportation is a key requirement for sustainable urban growth. In Q-Free we have made this our
purpose: We want to change the movements of life by offering solutions for efficient, safe and environmentally friendly
transportation. We go to work every day trying to find new and better ways for billions of people to commute. Q-Free is
in the fortunate positon that what is good for our company is also good for society. Knowing that we as a company help
address one of the biggest global challenges makes us humble and inspired.
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OUR STRATEGY

OUR
STRATEGY

Q-Free pursues a strategy that is divided into four distinct phases. The first phase, “Restore”, was initiated in the second
half of 2016. In this phase the company took several actions to pave the way for future profitable growth: The capital
structure was strengthened through a private share placement, cash management was improved, operational expenses
were reduced, and the business scope was narrowed to allow better allocation of capital and resources. These initiatives
have had a significant positive impact on Q-Free’s financial performance, as demonstrated by the 2017 and 2018 financials.

The second phase of our plan, “Develop”, had as its main purpose to build leading and distinctive market positions in
selected target segments. Selling everything everywhere rarely works for a mid-sized company. In 2017 and 2018
Q-Free established itself as a top provider in the tolling, urban and inter-urban segments and a serious contender in
parking and infomobility. Our offerings are competitive, and we have unique selling points. Profitability has also improved
significantly across all business areas during the period.

In phase three, “Integrate and expand”, a key goal will be to integrate our offerings technically and commercially to drive
growth and make Q-Free relevant and valuable for customers and partners. Q-Free has one of the most exciting technology
portfolios in the industry and can provide solutions and packages that deliver on new market needs and trends. With Q-Flow
(for improved mobility), Q-Safe (for increased traffic safety) and Q-Clean (for environmentally-friendly transportation),
customers and partners can initiate programs that address overall challenges, either stand-alone or in combination.

With a proper financial and industrial foundation in place, Q-Free can over time move into the fourth and final phase of its
current plan. In the “Transform” phase, Q-Free will either consolidate and expand its market position by pursuing select
M&A and partnership opportunities or become part of a bigger ecosystem.

2H 2016 2017-2018 2019-2020 2021 —
RESTORE DEVELOP INTEGRATE AND EXPAND TRANSFORM
Restore a healthy capital Develop distinct and Integrate offerings Transform Q-Free
structure and establish a leading positions within a technically and through game changing
platform for profitable few target segments commercially and partnerships/-transactions
growth expand presence to
deliver on full
ITS ambition
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OUR PORTFOLIO

OUR PORTFOLIO

With more than 30 years of experience, Q-Free is recognised as a provider of state-of the-art ITS solutions and products that
address all strategic and operational needs of its customers. Our portfolio is based on an open systems approach to help develop
and deploy new mobility concepts. Q-Free also offers comprehensive service and maintenance solutions.

Products & Systems

- Tolling

» DSRC Tags & Readers

« ALPR/ANPR Solutions

« Electronic Toll Collection
« Congestion Charging

Parking

“ - Parking Guidance
« Parking Access Control

Infomobility
» Weigh in Motion
« Traffic Counters
N « Cycle & Pedestrian Detection
« Journey Time Monitoring
» Weather & Air-Quality Monitoring

Urban

« Traffic Controllers
« Centralized Traffic Controller SW
» Co-Operative ITS

A

: Inter-urban

« Advanced Traffic Management
» Traffic Information

- Ramp Metering

* Truck Parking
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OUR PORTFOLIO

Solutions & Programs

Optimize how people and goods move

« Advanced traffic management |« Traffic counters and classifiers
« Parking guidance and way-finding « Journey time monitoring

= Smart traffic controllers » Ramp metering

Q -FLOW « Electronic tolling and

|
|
|
1
|
1
%
congestion charging i

Make roads and travel safe

« Incident detection and Weather monitoring

|
management -« Parking access control
« Traffic information '« Truck parking
Q _SAFE « Weigh in motion '« Cooperative ITS
« ALPR enforcement .+ Connected vehicles

Stimulate sustainable transportation
« Bicycle priority schemes
« Air quality monitoring

« Electronic tolling and congestion
charging

« Parking guidance and way-finding

i
|
|
1
i
« Smart traffic controllers }

Q-CLEAN

Q-HUB: data capture, analysis and reporting
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C2 Q-FLOW

Optimize how people and goods move
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OUR BUSINESSES

Tolling Q\;

Tolls are used to fund and maintain transport infrastructure such as roads, bridges, and tunnels. They are also increasingly
applied to reduce traffic congestion and/or climate emissions. Toll schemes have evolved from charging motorists a flat
fee for passing a certain point, to today’s schemes where charges can be differentiated based on time of day, distance
travelled, and type of vehicle used. Through the introduction of priority lanes, users can also be given the option to pay
for increased mobility.

Q-Free pioneered the use of electronic tolling and provides tolling technology based on the Dedicated Short-Range
Communication (DSRC) standard. We offer premium solutions and best-in-class service at a competitive price.
Our offering includes a wide variety of products and solutions: tags (transponders) inside cars, tag readers, cameras for
automated license plate recognition, lasers for vehicle classification, advanced software systems for processing of roadside
data, billing systems, and enforcement solutions. Q-Free has designed, deployed, and maintained electronic tolling
systems for over 30 years in more than 30 markets around the world. Our solutions and technologies are scalable from
a single road to an entire country or region. We provide free flow or “open road” tolling concepts that allow high-speed,
barrier-less charging, as well as traditional toll plaza solutions with physical barriers. Our solutions can be configured as
truck tolling systems for tolling of heavy vehicles only, congestion charging solutions where vehicles are charged based on
time of day or pollution levels, and managed lanes where commuters pay for access to priority lanes or high occupancy
vehicles can pass for free.

A variety of technologies are used to adapt to various local needs and regulations. Q-Free utilises DSRC technology,
Automated License Plate Recognition/video systems, and GSM/Cellular technologies etc. to create high performing and
long-lasting tolling systems. What differentiates Q-Free from other providers, is our unique domain knowledge from
implementing and running mission-critical tolling systems under very different conditions for more than three decades,
the accuracy and reliability of our systems, and our reliable service operation. Revenues are typically derived from initial
system sales (project sales), service and maintenance agreements for delivered systems including software systems,
and product sales related to upgrades/expansions of existing systems or new batches of tags.

Parking EQ?

Well-functioning parking systems are key to effective and efficient transportation. They enable drivers to find available
and convenient parking spaces. The result is reduced traffic congestion and climate emissions. In addition, travelers get
to where they need to be on time.

We want to position Q-Free as a technology innovator and disruptor offering flexible and cost-effective solutions to facility
owners and professional parking operators. Our focus is on Parking Guidance solutions (PGS), which includes facility-,

level- and single space-counting for indoor and outdoor parking.

Our class-leading PGS solutions use both fixed and wireless sensors to provide real-time information on parking availability.
We register vehicles when they enter the parking facility, the level they stop at, and the space they occupy.
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OUR BUSINESSES

The driver is guided to available parking spaces by displaying occupancy information on LED signs, web pages or in
mobile applications. When integrated with Q-Free’s SW Visual Control Center, customers get access to real-time occupancy
information and trends.

Our new radar-based parking sensor will revolutionise the PGS market due to unrivalled accuracy, long battery
lifetime, low installation costs, and robustness in tough weather conditions. The sensor is designed for the future with
Narrow-Band Internet of Things (NB-IoT) connectivity, which means that it can communicate directly to future 4G and
5G telecom networks.

Although Q-Free is a new entrant in parking, we have a lot to offer. With no legacy to protect, we can bring new and
innovative concepts to market that reduce costs and improve convenience for our customers. We offer unrivalled flexibility
because our system is modular and based on open standards. This allows customers to buy single modules from Q-Free
that interface with equipment from other suppliers.

Q-Free generates parking revenues on sale of hardware/sensors. With the anticipated move towards SaaS based solutions,
our business model will likely develop into volume- or subscription-based models.

Infomobility it

Access to traffic data will become increasingly important for both traffic agencies and individual commmuters. Infomobility
solutions aim to collect and distribute accurate and real-time information about various traffic situations and conditions.
Examples of typical infomobility solutions include weigh-in-motion systems, vehicle classification and counting systems,
journey time systems, pedestrian and bicycle detection and counting systems, and weather detection systems.

Q-Free provides a full suite of infomobility solutions. Our state-of-the-art weigh in motion systems ensure that trucks
are weighed on the move without having to stop at dedicated weighing stations. This is important as overloaded trucks
represent a safety issue and cause significant wear and tear of highway infrastructure like roads and bridges. By applying
Bluetooth technology, we can measure traffic flow speeds and volume and provide estimated travel times to various
destinations. Our vehicle, cycle, and pedestrian counting systems provide traffic authorities and regulators with valuable
information on what is happening on their roads. This data is used for safety, infrastructure planning, and funding.

We offer high quality, reliable products with an attractive price/value ratio. All systems are characterized by real-time data
capture, high accuracy, high uptime, high flexibility due to modular and interoperable solutions with open architectures,
and a high service level to all customers. Moving forward, we expect our infomobility solutions to be integrated with other
traffic systems to enhance the value of these systems and enable new services. Examples include automated regulation
of speed limits based on weather conditions, bus/bicycle/ pedestrian priority schemes where detection systems are linked
to traffic controllers, and tolling systems where toll fees are based on pollution levels.

In infomobility, Q-Free generates revenues on the sale of products and service and maintenance agreements.

As for parking, we anticipate that the industry will move towards a more cloud-based future where our revenues will be
linked to volume- or subscription-based models, with a high portion of recurring revenues.
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OUR BUSINESSES

Highways are the arteries of our economies and their smooth functioning is essential to almost every aspect of our lives.

In the face of ever increasing levels of traffic, jurisdictions around the world continue their efforts to make improvements
to safety and environmental performance while reducing congestion. For this, they need intelligent and advanced traffic
management systems.

Most countries and states/cities have centralised Traffic Management Centres (TMC) where trained operators respond
to incidents such as accidents, fires, and traffic jams. To make the right decision at the right time, operators need access
to timely and relevant information. Therefore, highways, tunnels, and bridges are typically monitored by a combination
of sensors and cameras to gather required data. Intelligent software applications analyse this data to provide situational
awareness and recommend actions to operators.

Q-Free provides TMC operators with traffic management solutions which are based on open standards. This simplifies
deployment and eases integration with both new and legacy equipment. An open-architecture further promotes
interoperability with a very wide variety of detection, monitoring, control and information systems. Q-Free helps network
operators expand their operational capabilities with a centralised intelligent system that supports traffic management,
intelligent decision making, and multimodal transportation management.

Our inter-urban traffic management solutions are primarily sold in North America, to customers such as the States of:
Virginia, West Virginia, Pennsylvania, Delaware, and Alaska. Revenues are related to software system sales, and service

and maintenance contracts, which ensure the systems are up to date, available, and bug-free.

Towns and cities have special traffic management challenges. They must balance mobility, which enables economic growth
and social interaction, with maintaining urban quality of life in the form of reduced traffic congestion, pollution, and noise.

For urban environments, Q-Free provides traffic and mobility management solutions that are based on common protocols
and open standards. Our key products in this segment are smart traffic/intersection control systems. We offer single
traffic light controllers and overall software platforms for managing traffic light systems in urban areas. Operators and
traffic engineers gain a centralised and robust solution for integrated traffic control and intelligent decision-making.

Our intersection control systems are primarily sold in North America through a network of high quality dealers and
system integrators. Q-Free’s open platforms integrate well with a variety of required hardware components, such as
signal heads, cabinets, and detectors.

Revenues in this segment are generated through hardware (controllers) and software sales. Hardware is sold and invoiced
based on traditional sales contracts, software might be licensed. Service and maintenance contracts for maintaining
and improving the software typically cover multiple years. With a shift to cloud-based systems, we expect more of the
revenues to become recurring and transaction-based.
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We work to create a better
environment. That requires
great people. Meet Sanjana.

Our forward thinking System TesterSanjana, joined Q-Free two and a half
years ago. Apart from work, she loves exploring new places, food and culture,
especially South East Asia.
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CORPORATE MANAGEMENT

Corporate management

Hakon Volldal (1976) | President & CEO | Mobile: +47 977 19 973 | hakon.volldal@q-free.com

Hakon Volldal, a Norwegian citizen, has held the position as President & CEO in Q-Free since August 2016. Prior to joining
Q-Free, Volldal spent more than 12 years with Tomra Systems ASA where he held several senior positions such as Director
M&A, VP Investor Relations, SVP Business Development, and finally Executive Vice President and Head of business area
Collection Solutions. Volldal has also worked as a management consultant for McKinsey & Company. He graduated with a
Master of Science degree in Industrial Economics and Technology Management from the Norwegian University of Science
and Technology (NTNU) in Trondheim, Norway. Volldal owns indirectly through Bright Future AS 125,000 shares and holds
869,970 share options in Q-Free ASA.

Tor Eirik Knutsen (1974) | CFO | Mobile: +47 950 50 062 | tor.eirik.knutsen@q-free.com

Tor Eirik Knutsen has held the position as CFO since October 2017. Prior to joining Q-Free, Knutsen was Group CFO for
Norsk Mineral AS. During his career, Knutsen has been part of high-performing technology companies. He has previously
worked as EVP & CFO of Conax and Financial Director and Business Development Director in Tomra Systems ASA.
His work experience also includes various positions with Deloitte and Cap Gemini. A native Norwegian, Knutsen received his
Master of Science Business degree from the Norwegian School of Economics (NHH) in Norway. Knutsen is based in Oslo, Norway,
and owns 12,500 shares and holds 594,548 share options in Q-Free ASA.

Jan-Erik Sandberg (1978) | CTO | Mobile: +47 911 61 228 | jan-erik.sandberg@q-free.com

Jan-Erik Sandberg started working at Q-Free in 2018. Sandberg has over 20 years of experience with building and
managing large scale international software solutions, across several industries. Before joining Q-Free, he worked as
Chief Operating Officer at Visma Retail Software. As part of several global technical communities, he is an international author
on modern software process and technology. He has previously also held positions at companies such as DNV GL, BEKK
and Ementor. Sandberg is a Norwegian citizen and based in Oslo, Norway, and holds 402,438 share options in Q-Free ASA.

Fredrik Nordh (1974) | SVP Europe | Mobile: +46 70 625 80 46 | fredrik.nordh@q-free.com

Fredrik Nordh joined Q-Free as Senior Vice President Europe in September 2017. Nordh has held several leading positions
within Tomra Group (2003-2017), most recently the position as SVP Head of Nordic Collection Solutions. Nordh has also
been Nordic Business Controller at LG Electronics and held several finance, IT, and logistics positions at S.C. Johnson.
A native Swede, Nordh received his M.Sc. Business and Economics from University of Uppsala in Sweden. Nordh is based in
Stockholm, Sweden, and owns 40,000 shares and holds 527,256 share options in Q-Free ASA.

Morten Andersson (1957) | SVP Americas | Mobile: +47 928 41 800 | morten.andersson@q-free.com

Morten Andersson has been with Q-Free since 2012. Andersson has held several leading positions in traffic technology
companies such as Peek and Swarco, and has more than 30 years of industry experience. Andersson, a Norwegian native, is
based in the United States and holds 270,249 share options in Q-Free ASA.

P&l-André Almlie (1968) | VP Supply Chain Management | Mobile: +47 928 22 002 | paal.almlie@q-free.com

Pal-André Almlie has been with Q-Free since 2007. He has extensive international supply chain management experience.
Prior to joining Q-Free, he held management roles within the medical and IT industries. Almlie has a Bachelor degree in
Business & Administration from the Norwegian School of Economics (1994). Almlie is a Norwegian citizen based in Oslo,
Norway, and owns 26,500 shares in Q-Free ASA.
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Board of Directors

Tore Valderhaug (1960) | Chairof the Board | Served since 2016

Tore Valderhaug is a financial advisor. He is a Norwegian State-Authorized Public Accountant with 10 years of external audit experience
and close to 20 years’ experience as CFO in the Norwegian publicly listed companies Cermag, EDB Business Partner, ASK Proxima,
Ocean Rig and Unitor. Valderhaug has also been CFO and head of business development in the privately held PHARMAQ AS. In
addition to his position in Q-Free ASA, he is currently a member of the board in the publicly listed company Salmones Camanchaca
S.A., as well as in the privately held Companies Optimar AS, inApril AS and Remgy Group. Valderhaug is a Norwegian citizen and
resides in Oslo, Norway. Valderhaug owns indirectly through Proventi AS 25,000 shares in Q-Free ASA.

Trond Valvik (1980) | Vice Chair of the Board | Served since 2017

Trond Valvik is Investment Director and responsible for the business area of Direct Investments in Atlantis Vest. Atlantis Vest is
the investment company of the Rieber family in Bergen, Norway, and is Q-Free’s largest shareholder. Valvik has previously been Partnerin
the Private Equity company Borea Opportunity. Working with investments and exercising active ownership for several years, Valvik possess
= significant Board experience from different industries. Valvik also has operational experience as interim leader in various companies in
o connection to restructuring and change processes, e.g. in the field of IT and software, where he acted as Group CEO of Software Innovation
for a period. Valvik also has experience from transaction support and audit in EY. Valvik holds a MSc Business degree from the

Norwegian School of Economics (NHH).

Ragnhild Wahl (1967) | Board member | Served since 2015

Ragnhild Wahl is head of R&D at Norwegian Railway Directorate. She was previously head of R&D at Norwegian National Rail
Administration, and research director at SINTEF Transport Research. Wahl has more than 20 years’ experience with ITS and
research management. She was for 9 years member of the boards of the Research Council of Norway’s strategic programs on
transport research and innovation. Wahl is member of the board of ITS Norway and was until March 2019 chair of the board.
ITS Norway is the member association for the Norwegian ITS sector. Wahl holds several positions in transport insight and strategy
processes. Wahl is currently member of the board of Itema AS. Wahl holds a MSc in industrial economy and a PhD in transportation
and logistics from the Norwegian University of Science and Technology (NTNU). Ragnhild Wahl is a Norwegian citizen and resides in
Trondheim, Norway. Wahl has no shares in Q-Free ASA.

Snorre Kjesbu (1969) | Board member | Served since 2016

Snorre Kjesbu is the Executive Vice President at Bang & Olufsen (B&O), where he is responsible for product creation and
fulfillment. Before joining B&O he was the Vice President and General Manager for the Collaboration systems and Video Technology
Group (CVTG) in Cisco, and Senior Vice President for Tandberg’s Endpoint Product Division. Prior to Tandberg, he was at ABB
responsible for wireless communications. Kjesbu and his team at ABB were awarded the Wall Street Journal Innovation award in 2002.

Kjesbu serves on the board of directors of several IT-companies and holds more than 20 patents in the area of communications and
video conferencing. He is frequently invited to speak at key events and was a guest lecturer at the Stanford Network Research Center
at Stanford University. Kjesbu is a Norwegian citizen and resides in Oslo, Norway. Kjesbu has 39,505 shares in Q-Free ASA.

Ingeborg Molden Hegstad (1976) | Board member | Served since 2018

Ingeborg Hegstad has since 2015 been a partner in the consulting company Imsight, offering business, strategy and leadership
advisory to executives, teams and organizations. She has 12 years of experience from McKinsey & Company where she was Associate
Partner working with retail, telecom and IT. Hegstad has also been a management consultant at Egon Zehnder, where she worked with
executive search, coaching of executives and teams, organizational development and board work. She has extensive experience from
working internationally, with organizations and executives in many countries in Europe and Asia. Hegstad holds a Master of Business
and Administration from Norwegian Business School BI (2000). She is also a member of the board of Cxense ASA. Ingeborg Molden
Hegstad resides in Oslo, Norway. Hegstad owns indirectly through Imsight AS 24,600 shares in Q-Free ASA.

Rune Jgraandstad (1977) | Employee elected Board member | Served since 2016

Rune Jgraandstad has been with Q-Free since 2009 and holds the position as Global Director Bid Management. Jgraandstad has
a MSc in Electronics and Telecommunications from the Norwegian University of Science and Technology in Trondheim, Norway.
Jgraandstad is a Norwegian citizen and resides in Trondheim, Norway. Jgraandstad has no shares in Q-Free ASA.

Olav Gulling (1980) | Employee elected Board member | Served since 2018

Olav Gulling has been with Q-Free since 2006, and holds the position as VP of Products. Gulling holds a MSc in computer science
from the Norwegian University of Science and Technology (NTNU). Olav Gulling is a Norwegian citizen and resides in Trondheim,
Norway. Gulling has no shares in Q-Free ASA.
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Board of Directors’ report 2018

The Q-Free Group

The Q-Free Group creates intelligent solutions for efficient, safe and environmentally friendly transportation. Since its inception in 1984,
Q-Free has delivered products and solutions in Europe, North and South America, the Asia Pacific region, the Middle East and Africa. Headquartered
in Trondheim, Norway, the company has offices in 16 countries and 385 employees. Q-Free ASA is listed on the Oslo Stock Exchange under
the ticker QFR.

Summary and highlights in 2018

The Board is satisfied with the financial development in 2018 and the progress that has been made on further streamlining the company and
reducing complexity. The underlying performance was solid driven by strong growth in the non-tolling business and good cost control. However,
reported financial figures were somewhat negatively impacted by one-time expenses related to portfolio restructurings (close-down of Malta
and Indonesia and divestment of Serbia).

The order intake in 2018 was significantly higher than in 2017 with a book-to-bill ratio of 1.1. Q-Free therefore enters 2019 with a 79 MNOK
higher order backlog and a more promising opportunity pipeline than the company had entering 2018.

The highlights for 2018 include:
« 889 MNOK n revenues, down 9 % from 973 MNOK in 2017
« 89 MNOK in EBITDA before non-recurring items. Including non-recurring items, the 2018 EBITDA ended at 71 MNOK
« 972 MNOK in order intake, 1 087 MNOK including the estimated value of two frame agreements in Norway and France
«  Order backlog of 1 128 MNOK, up from 1 049 MNOK at the end of 2017

— Completion of the Slovenia Truck Tolling project, the largest single project ever delivered by Q-Free

— The backlog is still at a high level compared to historical levels

In Q4 2018, Q-Free decided to exit its operations in Jakarta. The Jakarta business had a negative EBITDA contribution of approximately
20 MNOK in 2018. The company made a provision in Q4-18 of 13.5 MNOK for estimated additional one-time close-down costs. The company
also booked 4.3 MNOK in one-time costs during 2018 related to the close-down of Serbia and Malta.

Financial review
(2017 in brackets)

Revenues

Group revenues amounted to 889 MNOK (973 MNOK), down 9 percent compared to 2017. The reduction is mainly explained by 117 MNOK
in reduced revenue recognition from the Slovenia tolling project compared to 2017. This was partly compensated by 10 percent growth in
the non-tolling segments.

Gross profit
Gross contribution ended at 569 MNOK, down from 591 MNOK in 2017. Gross margin in 2018 improved by 3 percentage points.
The improvement was driven by favourable product mix effects and portfolio adjustments.

Operating expenses

Reported operating expenses amounted to 498 MNOK (508 MNOK), down 2 % compared to 2017. Expenses were negatively impacted
by 18 MNOK in one-off costs related to portfolio adjustments (13 MNOK for Jakarta, 3 MNOK for Malta and 2 MNOK for Serbia). Adjusted for
non-recurring items, operating expenses in 2018 and 2017 were nominally at the same level (480 MNOK).
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Operating profits

Earnings before interest, taxes, depreciation, and amortization (EBITDA) ended at 71 MNOK (83 MNOK), down 14 % compared to 2017.
Excluding non-recurring items Q-Free reported an EBITDA of 89 MNOK (110 MNOK) with a corresponding EBITDA margin

of 10 % (11 %).

Reported operating profit (EBIT) was 24 MNOK (4 MNOK). Adjusting for non-recurring items and impairments, EBIT for 2018 ended at
42 MNOK (54 MNOK). The operations in Jakarta reported a negative EBIT of 20 MNOK in 2018 excluding one-time close-down costs.

Segment financial review

Tolling revenues ended at 481 MNOK (601 MNOK), a year over year decline of 20 %. The decrease is mainly explained by 117 MNOK in lower
revenue recognition from the truck tolling project in Slovenia that went live on 1 April 2018. Tolling delivered EBITDA of 84 MNOK (133 MNOK),
ayear over year reduction of 37 % amid lower revenues. Q-Free had a low backlog in Tolling entering 2018 coming off its largest tolling delivery
everin Sloveniain 2017. During 2018 Q-Free has delivered substantial growth in Tolling order intake and a more promising opportunity pipeline
than the company had entering 2018.

The Parking segment reported revenues of 52 MNOK (56 MNOK), a year over year reduction of 7 %. EBITDA ended at -13 MNOK (-8 MNOK).
Profitability in Parking has during 2018 been negatively impacted by ongoing investments in the next generation parking guidance solutions.
The new outdoor sensor was launched in Q4-18, and the first contracts have already been obtained. Q-Free enters 2019 with an upgraded
product portfolio and expects both sales and profitability to improve going forward.

Infomobility revenues ended at 78 MNOK (64 MNOK), a YoY growth of 22 %. The increase is explained by strong momentum in sales to existing
customers in Europe. EBITDA ended at 10 MNOK (5 MNOK), a significant improvement from 2017 explained by increased revenues. Future
growth is expected to be driven by geographical expansion, in particular in the US. The business is also strengthening its distribution in Europe
and in the APMEA regjon.

Urban revenues were 157 MNOK (139 MNOK), a YoY growth of 13 %. In 2018 the urban business segment continued to strengthen and
broaden its market presence in the US driven by solid demand for traffic controller solutions. EBITDA ended at 30 MNOK in 2018 (2 MNOK).
The significant improvement compared to 2017 was driven by high-margin software agreements that were signed and delivered during the
year. The divestment of Elcom in Q1-18 also had a positive full-year EBITDA impact. Q-Free has over the last quarters developed a strong order
pipeline and is also working on opportunities to expand the footprint outside Americas.

The Inter-Urban business reported revenues of 121 MNOK (113 MNOK), a YoY growth of 7 %. The continued growth in the Inter Urban
segment is explained by increased progress on the ongoing delivery of the statewide advanced traffic management system (ATMS) to
Virginia Department of Transport combined with some growth in Slovenia. EBITDA ended at 16 MNOK,; in line with 2017. The segment has a
strong order backlog moving into 2019. To maintain the positive revenue momentum Q-Free is working to sign up new customers and projects.

Net financial items

Full-year net financial items were -25 MNOK (-14 MNOK). 22 MNOK of the net finance costs in 2018 were related to the remaining Intelight
Inc. share purchase obligation compared to 1 MNOK in 2017. The increase is explained by significant improved operational performance in
Intelight Inc. (see note 29).

Profits
The reported pre-tax loss for 2018 was 1 MNOK (10 MNOK). The tax expense in 2018 ended at 7 MNOK (2 MNOK).

Having undertaken an assessment of the criteria under IAS 12, Q-Free has also for the 2018 accounts not included deferred tax assets in Norway
related to tax losses carried forward of 50 MNOK (66 MNOK) for the period 2013-2016. In addition, the Group has not included net deferred
tax asset of 98 MNOK (102 MNOK) as of 31 December 2018. Of this amount, 72 MNOK (98 MNOK) is related to tax losses carried forward,
11 MNOK (19 MNOK) to acquisitions in the US and 15 MNOK (-15 MNOK) to other temporary differences.

Changes in accounting policies

The Q-Free Group has adopted IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments as of 1 January 2018
without any material implementation effect.
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Annual results and year-end appropriations
The result after tax in 2018 was a loss of 8 MNOK (loss of 11 MNOK). Earnings per share was -0.09 NOK (-0.23 NOK).

The Board of Directors proposes to allocate the parent company’s profit for the year of NOK 2.6 million to retained earnings.

The Board of Directors does not propose to distribute any dividends for 2018 at The Annual General meeting that is scheduled for
28 May 2019.

Cash flow and liquidity

Net cash flow from operating activities was 158 MNOK (-51 MNOK). The significant improvement is mainly explained by the collection of
receivables from the Slovenia truck tolling project. Q-Free has in general had a strong focus on cash and working capital management during
2018 to improve cash flow from operations.

Net working capital amounted to 138 MNOK (247 MNOK) at the end of 2018. The significant working capital reduction is explained by collection
of receivables in Slovenia. Net working capital as of 31.12.18 equaled 16 percent of the revenues generated in the last 12 months compared
to 25 % per 31.12.2017

Net cash flow from investment activities was -67 MNOK (-31 MNOK). 23 MNOK of the increase is explained by acquisition of around 20 % of
the shares in Intelight Inc. The remaining increase is due to high activity level during the year related to the launch of the new outdoor parking
sensor (ParQSense) and the Q-Free HUB SW platform launched towards the end of 2018.

Net cash flow from financing activities was -117 MNOK (92 MNOK). The significant decline is explained by repayment of loans drawn up as part
of financing the Slovenia tolling project. The cash closing balance was 90 MNOK (114 MNOK) at the end of 2018.

In 2018 Q-Free secured new long-term financing with a longer and more flexible facility, maturity and covenant profile compared to the
previous funding arrangement.

Balance sheet

Total assets at the end of 2018 were 940 MNOK (1070 MNOK). Total equity ended at 402 MNOK (414 MNOK). The equity ratio was
43 % (39 %).

Current liabilities amounted to 298 MNOK (440 MNOK) at the end of 2018. The decrease compared to 2017 is mainly explained by reallocation
of interest-bearing debt from current to non-current. The remaining current part of the Intelight share purchase obligation is estimated at
69 MNOK (22 MNOK).

Non-current liabilities were 240 MNOK (216 MNOK), an increase of 24 MNOK. The non-current part of the Intelight share purchase obligation
is estimated at 25 MNOK (68 MNOK). Other non-current liabilities include pension schemes of 15 MNOK, 196 MNOK in debt to financial
institutions and 4 MNOK in deferred tax.

Short term interest-bearing debt to financial institutions was 20 MNOK (204 MNOK) at year end. Available, unused credit facilities were
84 MNOK (114 MNOK) at the end of 2018.

Going concern

The Board of Directors confirms that the financial statements have been prepared under the assumption of going concern and that this
assumption was realistic at the time of the approval of the statements. It is the Board’s opinion that the Profit and Loss Account and Balance
Sheet with notes provide accurate information on the operations and the financial position at year-end.
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Organisation

Personnel
The Q-Free Group had 385 (415) employees at the end of 2018. Most of the personnel reduction is explained by portfolio adjustments during
the year such as the close-down of the offices in Malta and Jakarta and the divestment of Serbia.

Q-Free has established good working conditions in a non-discriminating, multicultural organisation with operations in 16 countries. Sick leave
remains at a satisfactory low level. The company is pleased to continue to report no serious lost time accidents or injuries during the year.
Please refer to the separate Corporate Social Responsibility Statement in this Annual Report for a more detailed review of Q-Free’s human
rights, labour rights, working conditions, and safety and health policies and performance.

Management

The management team has been reorganized in 2018 to support the strategic plan Q-Free pursues. The most notable change during the year
was the consolidation of development activities and departments under a CTO organization to support technology integration across Q-Free’s
various business areas.

Board of Directors
The Board of Directors comprises five shareholder-elected members: Tore Valderhaug (Chair), Trond Valvik (Vice Chair), Ragnhild Wahl,
Snorre Kjesbu and Ingeborg Molden Hegstad, and the employee-elected representatives Olav Gulling and Rune Jgraandstad.

During 2018 the following changes to the Board were completed:

Ingeborg Molden Hegstad was elected as board member by the shareholders at the Annual general meeting in May 2018. Ingeborg Molden
Hegstad replaced Charlotte Brogren Karlberg, who resigned in 2017. Olav Gulling was in May 2018 elected as board member by the employees
replacing Sissel Lillevik Larsen.

Corporate social responsibility and corporate governance

Pursuant to the Norwegian Accounting Act section 3-3c, publicly listed companies shall present their principles for corporate social responsibility
and review the performance with respect to human rights, labour rights, working conditions, the external environment, and anti-corruption.
Details are provided under the section “Corporate Social Responsibility” in the Annual Report, and published on the company’s website on
http://www.q-free.com/investor/corporatesocial responsibility;/.

Pursuant to the Norwegian Accounting Act section 3-3b, listed companies shall also present their principles for corporate governance and
review the compliance with the recommendations set out in the Norwegian Code of Practice for Corporate Governance. Details are provided
in the Corporate Governance section of the Annual Report, and published on the company’s website at

http://www.gfree.com/ investor/corporate governance/.
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Risk factors

Q-Freeisan international technology company exposed to a number of different risk factors. This section outlines the most prominent operational
and financial risk factors and the main risk-mitigation actions and measures:

Project risk

Q-Free handles demanding and complex large-scale project deliveries, which may involve considerable risks in terms of functionality, timing and
cost. However, Q-Free has significant experience with and a good understanding of how these risks can be mitigated in contract negotiations
and during the delivery period.

Political risk

Intolling and sometimes in urban and inter-urban projects Q-Free is exposed to political risk in the form of delayed or cancelled public tender
processes and contract awards. Project implementation and payment are normally less risky as governments usually honor their obligations.
The entry into multiple traffic technology segments has added new revenue streams less exposed to political risk than tolling.

Technology risk

Q-Free is exposed to risks related to the quality of own work and the quality of deliveries from subcontractors. Q-Free attempts to mitigate
this risk through internal auditing and a non-conformance reporting system ensuring that employees carry out their work in accordance with
well-defined processes. Q-Free clearly states its quality expectations in contracts with subcontractors and carries out regular quality reviews
and supplier audits.

Financial risk
Q-Free is exposed to credit risk related to customers’ ability to fulfil their financial obligations. This risk is considered to be low, given that
the Group’s main customers are government-controlled entities in Norway or abroad, or relatively large and solid private companies.

The company has historically had a low ratio of bad debt on accounts receivables.

Q-Freeis exposed to currency risk in the ordinary business since more than 85 % of revenues was generated outside of Norway. Q-Free also runs
businesses outside of Norway and buys a substantial share of required equipment abroad, with payment in foreign currencies which somewhat
mitigates this risk. The net foreign currency exposure in 2018 was mainly related to EUR (EBITDA) and USD, EUR and GBP (Assets/Equity).
The Group strategy is to hedge a share of the net cash flow and balance sheet exposure in the foreign currency by using forward/future contracts.

Q-Free aims to reduce its liquidity risk by holding sufficient cash and credit facilities at any time to be able to finance its operations and planned
investments. The Board of Directors assesses the available liquidity at the end of 2018 to be sufficient to finance the company’s ordinary
operations and operational investments for 2019. The Board emphasizes the impact the estimated Intelight share purchase obligation might
have on Q-Free’s short term liquidity (see note 29). The Board continuously evaluates potential measures to finance any such share purchase.

The group has interest-bearing debt and interest rate risk related to its term loan, revolving credit facility and credit lines. At the current interest
rate level, the interest risk is considered low.

Risk of corruption

Q-Free ASA operates in some geographies and industries exposed to corruption. Q-Free has established a Code of Conduct, as well as conducted
a corruption risk analysis and revised and completed a programme to increase awareness and limit our exposure. For further information,
please see the Corporate Social Responsibility report.
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Outlook

2018 was a transitional year for Q-Free where reported financial figures were negatively impacted by a planned strategic shift in our tolling
business and expenses related to value-enhancing restructuring of the business portfolio. The close-down of Serbia, Malta and Indonesia will
deliver substantial cost savings with full-year impact in 2019. However, the underlying performance was solid. Adjusted for expenses related
to portfolio restructurings, Q-Free delivered an EBITDA margin of 10 percent, in line with last year’s 11 percent margin. This proves that the
underlying business delivered satisfactory results in 2018 and that there is potential for margin expansion once revenues start to increase. In
2018 Q-Free also managed, for the first time in more than a decade, to deliver positive EBIT coming off a big project delivery in the prior year.

The order intake in 2018 was significantly higher than in 2017. All quarters had a positive book-to-bill ratio. Q-Free therefore enters 2019 with
a higher backlog and a more promising opportunity pipeline than the company had entering 2018. For the full fiscal year 2019 the ambition is
therefore to grow revenues by more than 10 percent organically and increase profitability substantially. Given the delivery schedule for 2019
contracts, performance is expected to be soft in the first half and strong in the second half.

Q-Free is now in the third stage of its strategic plan — “integrate and expand”. The company’s current portfolio covers products and systems
in several large and growing ITS segments. Going forward Q-Free can, as one of very few players, combine its offerings within these various
segments to create solutions and packages that deliver on new market needs and trends. Examples include signal integration in ATMS,
truck parking modules in ATMS, smart city platforms and connected vehicle solutions.

Most of Q-Free’s customers need to address three main challenges: mobility, safety and sustainability. With our new solutions Q-Flow
(forimproved mobility), Q-Safe (for increased traffic safety) and Q-Clean (for environmentally-friendly transportation), customers and partners
can initiate programs that address these challenges, either stand-alone or in combination. Q-Free’s solutions are built on future-proof, scalable
platforms that will yield results from day 1. Moreover, these solutions represent a holistic approach to complex issues. For example, safety is not
fixed with one single system or product. To increase safety on our roads we need to combine smart intersection controllers, red light and speed
enforcement, bicycle priority schemes, weigh in motion etc. It is when these systems work in parallel that we can expect real improvements.

With Q-Flow, Q-Safe and Q-Clean Q-Free will be an attractive partner for cities, municipalities and counties around the world. Rather than
offering single products and services, Q-Free will over time become a program partner for these customers. We can also team up with other
ITS players and work with them to deploy state-of-the-art technology as part of major infrastructure programs. In an industry that gradually
will be reinvented through electric cars, connected and autonomous vehicles and new advances in big data and artificial intelligence,
Q-Free is ready to lead the way.

Trondheim, 1 April 2019

Tore Valderhaug
Chair of the Board
Trond Valvik Ragnhild Wahl Snorre Kjesbu
Vice Chair of the Board Board member Board member
Ingeborg Molden Hegstad Olav Gulling Rune Jgraandstad
Board member Employee-elected Board member Employee-elected Board member

Hakon Rypern Volldal
President & CEO
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Consolidated statement of profit or loss

Q-Free Group

Amounts in TNOK Note 2018 2017
Revenue from customers 10 888 647 973 475
Total operating revenue 888 647 973 475
Cost of goods sold 16 227 191 278 493
Project contractor expenses 11 92 260 103 934
Employee benefit expenses 11, 12,13 332484 318 730
Other operating expenses 23 165 621 189 727
Total operating expenses 817 556 890 884
Earnings before interest, taxes, depreciation and amortisation (EBITDA) 71091 82 591
Depreciation of property, plant and equipment 24 10 168 15017
Amortisation of intangible assets 15 36 955 41 471
Impairment of intangible assets and PP&E 15,24 278 21876
Earnings before interest and taxes (EBIT) 23 690 4227
Financial income 8 24 970 29 583
Financial expenses 8 -49 779 -43 336
Net financial items -24 809 -13 753
Profit before tax -1119 -9 526
Tax expense 22 -6 960 -1737
Profit / (-) loss for the year from continuing operations -8 079 -11 263
Profit / (-) loss for the year on discontinued operations, net of tax - -9 462
Profit / (-) loss for the year -8 079 -20 725
Earnings per share 27 -0,09 -0,23
Diluted earnings per share -0,09 -0,23
Earnings per share from continuing operations -0,09 -0,13
Diluted earnings per share from continuing operations -0,09 -0,13

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated
statement of comprehensive income

Q-Free Group

Amounts in TNOK Note 2018 2017
Profit / (-) loss for the year -8 079 -20 725
Other comprehensive income

Other comprehensive income to be reclassified to profit or loss insubsequent periods:

Currency translation differences, net of tax -4 148 7 965
Net loss on available-for-sale (IAS 39) FVOPL (IFRS 9) investments 30 71 -8
Net other comprehensive income to be reclassified to profit or loss insubsequent periods -4 077 7 957
Other comprehensive income for the year, net of tax -4 077 7 957
Total comprehensive income for the period, net of tax -12 156 -12768

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated
statement of financial position

Q-Free Group

Amounts in TNOK

ASSETS Note 2018 2017
Deferred tax assets 4,22 14 795 16 864
Intangible assets 15 145 136 148 632
Goodwill 4,14 317 282 305 380
Property, plant and equipment 24 25420 22 367
Investments in other companies 30 - 387
Non-current receivables 627 2147
TOTAL NON-CURRENT ASSETS 503 260 495 777
Inventories 16 71996 65 453
Contract assets 4,10, 17 82 320 227 154
Accounts receivable 17 160 819 130 487
Other current assets 18 32 051 37 868
Cash and cash equivalents 19 89 700 113633
TOTAL CURRENT ASSETS 436 886 574 595
TOTAL ASSETS 940 146 1070 372

39 / Q-FREE ANNUAL REPORT 2018



ACCOUNTS

Amounts in TNOK

EQUITY AND LIABILITIES Note 2018 2017
Subscribed share capital 33 905 33 905
Share premium 578 307 578 307
Other paid-in capital 20950 20 628
Retained earnings -230 765 -218 609
TOTAL EQUITY 402 397 414 231
Non-current borrowings 57 196 000 125 000
Non-current financial liabilities 29 39 658 85 986
Deferred tax liabilities 22 4 261 4 956
Total non-current liabilities 239919 215942
Current borrowings 57 19 521 203691
Advance payments from customers 10 14 339 11 693
Accounts payable 20 95 992 89 272
Taxes payable 22 2758 3342
Public duties payable 19 584 14 541
Current financial liabilities 29 71995 25124
Other current liabilities 21 73 641 92 536
Total current liabilities 297 830 440 199
TOTAL LIABILITIES 537 749 656 141
TOTAL EQUITY AND LIABILITIES 940 146 1070 372

The accompanying notes are an integral part of the consolidated financial statements.

Trondheim, 1 April 2019

Tore Valderhaug
Chair of the Board

Trond Valvik Ragnhild Wahl Snorre Kjesbu
Vice Chair of the Board Board member Board member
Ingeborg Molden Hegstad Olav Gulling Rune Jgraandstad
Board member Employee-elected Board member Employee-elected Board member

Hakon Rypern Volldal
President & CEO

40 / Q-FREE ANNUAL REPORT 2018



ACCOUNTS

Consolidated statement of cash flows

Q-Free Group

Amounts in TNOK Note 2018 2017

Cash flow from operations

Profit before tax -1119 -9 526
Paid taxes 22 -9 082 -7 570
Depreciation and impairment of property, plant and equipment 24 10 446 15017
Amortisation and impairment of intangible assets 15 36 955 63 347
Accrued interest expense 548 -703
Net loss on available-for-sale (IAS 39) FVOPL (IFRS 9) investments 30 458 -8
Share-based payment expense 13 322 99

Working capital adjustments:

Changes in inventory -6 543 874
Changes in contract assets 144 834 -151 347
Changes in accounts receivable -30 332 11 938
Changes in advance payments from customers 2 646 16
Changes in accounts payable 6720 -10 937
Changes in other items 2430 38 086
Net cash flow from operations 158 283 -50 714

Cash flow from investing activities

Investments in PP&E and intangible assets 15,24 -43 480 -30 113
Acqusition of a subsidiary, net of cash acquired -23 210 -33
Net cash flow from discontinued operations - -835
Cash flow from investing activities -66 690 -30 981

Cash flow from financing activities

Cash proceeds from borrowings 7 221 354 137 476
Repayment of borrowings 7 -338 601 -40 614
Other financial items - -5 220
Cash flow from financing activities -117 247 91 642
Effect on cash and cash equivalents of changes in foreign exchange rates 1721 1377
Net change in cash and cash equivalents for the year -23 933 11 324
Cash and cash equivalents per 01.01. 113 633 101 474
Transferred to Assets held for sale 835
Cash and cash equivalents per 31.12. 19 89700 113 633

The accompanying notes are an integral part of the consolidated financial statements.
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Statement of changes in equity

Q-Free Group

Amounts in TNOK

Available-
for-sale
reserve  Currency
Subscribed Other (IAS 39)/ translation  Actuarial

share Share paid-in Retained FVOPL differences, gains and Total
capital premium  capital earnings (IFRS9) net of tax losses | equity
Total equity 01.01.2017 33905 578307 20529 -270163 -63 76 402 -12 017 | 426 900
Profit / (-) loss for the year -20725 -20 725
Other comprehensive income -8 7 965 - 7957
Total comprehensive income for the period - - - 20725 -8 7 965 - 12768
Share-based payment expense 99 99
Reclassification of actuarial gains and losses -12 017 12017 -
Total equity 31.12.2017 33905 578307 20628 -302905 -7 84 367 - 1414231
Total equity 01.01.2018 33905 578307 20628 -302905 -71 84 367 - 1414231
Profit / (-) loss for the year -8 079 -8 079
Other comprehensive income 71 -4 148 -4 077
Total comprehensive income for the period - - - -8 079 7 -4 148 - 12156
Share-based payment expense 322 322
Total equity 31.12.2018 33905 578307 20950 -310984 - 80219 - | 402 397

The accompanying notes are an integral part of the consolidated financial statements.
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Note 1/ Corporate information

Q-Free ASA is a Norwegian public limited liability company, and has been listed on the Oslo Stock Exchange under the ticker QFR
since 2002. The Group financial statements consist of the Q-Free ASA parent financial statements, as well as the subsidiaries as listed in
Note 26 Subsidiaries.

The Q-Free Group (Q-Free or the Group) provides leading technology solutions to the global ITS market. Over the past years, Q-Free
has delivered systems projects and products in Europe, Asia Pacific, the Middle East and North and South America. Q-Free Group has
385 employees, working out of local offices in 16 countries around the world. Q-Free Group’s corporate headquarters is located in
Trondheim, Norway.

The Q-Free Group consolidated financial statements for the year ended 31 December 2018 were approved by the Board of Directors at
its meeting on 1 April 2019.

Note 2 / Basis for preparation

The consolidated financial statements are prepared on a historical cost basis, except for certain assets, liabilities and financial instruments
which are measured at fair value. Preparation of financial statements including note disclosures requires management to make estimates
and assumptions that affect amounts reported. Actual results may differ. See Note 4 Critical accounting judgements and changes accounting
policies.

The functional currency of Q-Free ASA is the Norwegian krone (NOK). The Q-Free group accounts are presented in NOK.

As a result of rounding adjustments, the figures in one or more columns included in the financial statements may not add up to the total
of that column.

Presentation and classification of items in the financial statements is consistent for the periods presented, except as noted below:

Consolidated statement of profit or loss

Project contractor expense defined as external consultants and/or services that are consumed under project executions and service and
maintenance work are now presented separately in the Consolidated statement of profit or loss. Project contractor expense was previously
classified as a part of Other operating expenses and Cost of goods sold.

The table below shows the changes regarding reclassification of the 2017 reported figures.

Table 2.1: Consolidated statement of profit or loss reclassification

Operating expenses 2017 before reclassification Reclassification 2017 reclassified
Cost of goods sold 287 833 -9 340 278 493
Personnel expenses 318 730 -318 730 -
Employee benefit expenses - 318 730 318 730
Project contractor expense - 103 934 103 934
Other operating expenses 284 321 -94 594 189 727
Total operating expenses 890 884 - 890 884
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Consolidated statement of financial position

In the consolidated statement of financial position Other current liabilities previously included current financial liabilities. In 2018
Other current liabilities have been reclassified into the line items Current financial liabilities and Other current liabilities, as shown in the
table below.

Table 2.2: Consolidated statement of financial position reclassification

2017 before reclassification Reclassification 2017 reclassified

Current financial liabilities - 25124 25124
Other current liabilities 117 660 -25124 92 536
Total 117 660 - 117 660

Consolidated statement of cash flows

Operating cash flows from Changes in receivables and prepayments from customers have been reclassified into Changes in accounts
receivable and Changes in advance payments from customers in the 2018 Consolidated statements of cash flows. The reclassification of
the 2017 figures is shown in the table below.

Table 2.3: Consolidated statement of cash flows reclassification

2017 before reclassification Reclassification 2017 reclassified

Changes in accounts receivable - 11 938 11938
Changes in advance payments from customers - 16 16
Changes in receivables and prepayments from customers 11 954 -11 954 -
Total 11 954 - 11 954

The following line items have been renamed in the 2018 Consolidated statement of profit or loss, Consolidated statement of comprehensive
income, Consolidated statement of financial position and statement of cash flows. No figures as of 31 December 2017 have been remeasured
or restated.

New name — annual report 2018 Old name — annual report 2017

Consolidated statement of profit or loss

Impairment of intangible assets and PP&E

Impairment of intangible and fixed assets

Tax expense

Consolidated statement of comprehensive income

Taxes

Currency translation differences, net of tax

Exchange differences on translation of foreign operations

Net loss on available-for-sale (IAS 39) FVOPL (IFRS 9) investments

Consolidated statement of financial position

Net (loss)/gain on available-for-sale financial investments

Intangible assets

Product development assets

Property, plant and equipment

Machinery, fixtures and fittings, etc.

Non-current receivables

Other receivables

Contract assets

Work in progress

Retained earnings

Other equity

Non-current borrowings

Debt to financial institutions (non-current)

Non-current financial liabilities

Other non-current liabilities

Deferred tax liabilities

Deferred tax

Current borrowings

Consolidated statement of cash flows

Debt to financial institutions (current)

Net loss on available-for-sale (IAS 39) FVOPL (IFRS 9) investments

Shares valued at fair value

Share-based payment expense

Cost of share-based payment

Changes in contract assets
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Note 3 / Significant accounting policies

The consolidated financial statements of Q-Free ASA and its subsidiaries are prepared in accordance with International Financial Reporting
Standards (IFRS) as endorsed by the European Union (EU) and Norwegian authorities and are effective as of 31 December 2018.
Q-Free also provides the disclosures as specified under the Norwegian Accounting Law (Regnskapsloven).

The following description of accounting principles applies to Q-Free’s 2018 financial reporting, including all comparative figures. See Note 2.
Basis of presentation and Note 4 Critical accounting judgments and new accounting policies for additional information related to the
presentation, classification and measurement of Q-Free’s financial reporting.

Basis of consolidation

The consolidated financial statements include Q-Free ASA (parent) and subsidiaries. Subsidiaries are entities in which Q-Free has the
power to govern the financial and operating policies of the entity (control). Control is achieved through 100% ownership for all but a few of
the Q-Free Group subsidiaries, and Q-Free has more than 50% of the voting power in all fully consolidated subsidiaries. Subsidiaries are
fully consolidated from the date control commences until the date control ceases.

Intercompany transactions and balances have been eliminated. Profits and losses resulting from intercompany transactions have been
eliminated.

Business combinations

Business combinations are accounted for using the acquisition method in accordance with IFRS 3 Business combinations. Consideration
is the sum of the fair values, as of the date of exchange, of the assets given, liabilities incurred or assumed, and equity instruments issued
in exchange for control of the entity. For each business combination, the Group measures the non-controlling interest in the acquiree as
the proportionate share of the acquiree’s identifiable net assets. Acquisition costs are expensed and included in Other operating expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date. If a business
combination is completed in stages, the fair value of the acquirer’s previously held equity interest in the acquiree is remeasured to fair value
at the acquisition date through profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition date. Subsequent changes
to the fair value of the contingent consideration that is deemed to be an asset or liability is recognised in profit or loss. If the contingent
consideration is classified as equity, it will not be remeasured. Subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, as the excess of the aggregate of the consideration transferred and the amount recognised for
non-controlling interest over the net identifiable assets acquired and liabilities assumed. If this consideration is lower than the fair value
of the net assets of the subsidiary acquired, the difference is recognised in profit or loss. Goodwill is not amortised, but is tested for
impairment annually in the fourth quarter and more frequently if indicators of possible impairment are observed, in accordance with IAS 36
Impairment of Assets. For the purpose of impairment testing, goodwill acquired in a business combination is allocated to each of the Group’s
cash-generating units, or groups of cash generating units, that is expected to benefit from the synergies of the combination.

Goodwill is monitored for internal management purposes on segment level.

Foreign currency

The consolidated financial statements are presented in NOK, which is the parent company’s functional currency. Each entity in the Group
determines its own functional currency, and items included in the financial statements of each entity are measured using that functional
currency. Transactions in foreign currencies are initially recorded at the appropriate exchange rate at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are translated as of the reporting date exchange rate. All differences regarding
translation are included in financial income or financial expense in the statement of profit or loss.

The assets and liabilities of foreign operations are translated into NOK at the rate of exchange at the reporting date, and their profit or loss
statements are translated at the exchange rates at the dates of the transactions. The exchange differences arising on the translation for
consolidation purposes are recognised in Other comprehensive income as Currency translation differences, net of tax. On disposal of a
subsidiary the cumulative translation adjustment of the disposed entity is recognised in the statement of profit or loss as part of the gain
or loss on disposal.
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Financial instruments

Financial assets and liabilities includes investments in shares, accounts receivable and other current assets, cash and cash equivalents,
borrowings, accounts payable and current financial liabilities.

Afinancial instrument is recognised when the Group becomes party to the instrument's contractual terms. Upon initial recognition, financial
assets at amortised cost are measured at fair value plus transaction costs. Transaction costs relating to the acquisition of financial assets
at fair value through profit or loss are recognised in profit or loss as they are incurred. An ordinary purchase or sale of financial assets is
recognised and derecognised from the time an agreement is effective. Financial assets are derecognised when the Group's contractual
rights to receive cash flows from the assets expire, or when the Group transfers the asset to another party and does not retain control,
or transfers practically all risks and rewards associated with the asset.

Financial liabilities represent a contractual obligation by Q-Free to deliver cash in the future, and are classified as either current or non-current.
Financial liabilities include borrowings and accounts payable. Financial liabilities are initially recognised at fair value including transaction
costs directly attributable to the transaction and are subsequently measured at amortised cost. Financial liabilities are derecognised when
the obligation is discharged through payment or when Q-Free is legally released from the primary responsibility for the liability.

Afinancial asset or a group of financial assets is impaired using the expected credit loss 3-stage model (ECL) or the practical expedient of
lifetime ECL for accounts receivable in accordance with IFRS 9.

Revenue recognition

Q-Free recognises revenue from customers in accordance with IFRS 15 Revenue from contracts with customers. Q-Free delivers products
and system projects to their customers, and offers service and maintenance for the hardware sold. Revenue for products is recognised at
a point in time, when control passes over, whereas for system projects and service and maintenance over time. For the overtime revenue
recognition Q-Free uses an input based percentage of completion method. See Note 10 Revenue, contract assets and advanced payments
from customers for additional information related to revenue recognition.

Employee benefit expenses and pension expense

Payments to employees, such as wages, salaries, social security contributions, paid annual leave, as well as bonus agreements are accrued
in the period in which the associated services are rendered by the employee. Contributions to defined contribution plans are recognized in
the statement of profit or loss in the period in which they accrue.

Share-based compensation

The cost of equity-settled share-based payment transactions with employees is measured at fair value at the grant date. The cost of equity-
settled share-based transactions is recognised, together with a corresponding increase in equity, over the period in which the performance
conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (vesting date).

The market value of granted share options are measured using a Black-Scholes model which takes into consideration the vesting period
and conditions of the share options. The cumulative expense recognised for the equity-settled transactions at each reporting date until the
vesting date reflects the extent to which the vesting period has expired and the Group's best estimate of the number of equity instruments
that will ultimately vest. The expense recognized for the reporting represents the change in total cumulative expense to be recognised
measured at the beginning and end of the reporting period.

When options are exercised, the proceeds received net of any directly attributable transaction costs are credited to share capital (nominal
value) and share premium.

Social security tax related to share-based payments is recognised as a liability in the statement of financial position. For additional details
see Note 12 Management and board of directors’ remuneration.
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Intangible assets

Intangible assets acquired individually or in a group are recognized at fair value when acquired. Intangible assets acquired in a business
combination are recognized at fair value separately from goodwill when they arise from contractual or legal rights or can be separated from
the acquired entity and sold or transferred. Following initial recognition, intangible assets are carried at historical cost less any accumulated
amortisation and any accumulated impairment losses.

All the intangible assets currently held by Q-Free are assessed as having finite lives. Intangible assets with finite lives are amortised over
their estimated useful life. Useful lives and the amortisation method is reviewed annually. The straight-line depreciation method is used
as this best reflects the consumption pattern of the assets.

Expenses related to product development activities are capitalised if the product development activities comply with the defined criteria for
capitalisation. Capitalisation assumes it is possible to identify the intangible asset and demonstrate that it is probable that the development
work will be successful, and that the future financial benefits attached to the intangible asset will accrue to Q-Free.

If the criteria are satisfied, capitalised amounts will include the cost of materials and direct payroll expenses. Capitalised development costs
are subsequently recognised at historical cost less accumulated amortization and accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment (PP&E) is recognised at acquisition cost. The carrying value of PP&E is the historical cost less accumulated
depreciation and any accumulated impairment losses. Depreciation is measured on a straight-line basis over the estimated useful lives
of the asset as follows:

» Leasehold improvements: 5 years with a maximum useful life no greater than the lease term
* Project-related equipment: 5 years
«  Office equipment: 3-5 years

The assets' residual values, useful lives and method of deprecation are reviewed annually and adjusted prospectively if appropriate.
Property, plant and equipment is reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable, in accordance with IAS 36 Impairment of Assets.

Leased assets

Leases which transfer to Q-Free substantially all the risks and benefits incidental to ownership of the leased item are identified using the
guidance in IAS 17 Leases and IFRIC 4 Determining whether an Arrangement Contains a Lease. Such arrangements are capitalized as
finance leases and included under Property, plant and equipment at the fair value of the leased asset, or, if lower, the present value of the
minimum lease payments as of the later of date of inception of the lease or getting access to the services of the asset. The assets are
depreciated over the shorter of the estimated useful life of the asset or the lease term. Currently Q-Free does not have any leased assets
under a finance lease arrangement. All leases are therefore currently classified as operating leases with lease payments recognized as
an expense over the term of the lease.

Impairment of non-financial assets

All non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable, in accordance with IAS 36 Impairment of Assets.

The recoverable amount of an asset or cash-generating unit is its value in use or fair value less costs to sell, whichever is higher. Value in
use is calculated as the net present value of future cash flows. The calculation of net present value reflects current market assessments of
the time value of money and the risks specific to the asset. The recoverable amount is calculated on the basis of the estimated future cash
flow based on board and management approved budgets and strategic plans for the Group.

An impairment is recognised if the carrying amount of an asset or cash-generating unit (CGU) exceeds its recoverable amount. ACGU is
the smallest identifiable group that generates a cash inflow that is largely independent of other assets or groups. The CGU level for Q-Free
is the segment. Impairment related to CGUs is first to reduce the carrying amount of any goodwill allocated to the segment and then to
reduce the carrying amount of the other assets in the segment on a pro-rata basis. These assets will normally be property, plant and
equipment, and other intangible assets.
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Taxes

Taxes payable is based on taxable profit for the year which excludes items of income or expense that are taxable or deductible in other
years. Taxable profit also excludes items that are never taxable or deductible. Q-Free’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted as of the balance sheet date.

Deferred income tax expense is calculated using the liability method in accordance with IAS 12 Income Taxes. Deferred tax assets and
liabilities are classified as non-current in the statement of financial position and are measured based on the difference between the carrying
value of assets and liabilities for financial reporting and their tax basis when such differences are considered temporary in nature. Temporary
differences related to intercompany profits are deferred using the buyer's tax rate. Deferred tax assets are reviewed for recoverability every
balance sheet date, and the amount probable of recovery is recognized.

Deferred income tax expense represents the change in deferred tax asset and liability balances during the year, except for the deferred tax
related to items recognized in Other comprehensive income or resulting from a business combination or disposal.

Changes resulting from amendments and revisions in tax laws and tax rates are recognized when the new tax laws or rates become effective
or are substantively enacted. Uncertain tax positions are recognized in the financial statements based on management's expectations.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities,
when they relate to income taxes levied by the same taxation authority, and when the Group intends to settle its current tax assets and
liabilities on a net basis.

Deferred taxes are not provided on undistributed earnings of subsidiaries when the timing of the reversal of this temporary difference is
controlled by Q-Free and is not expected to happen in the foreseeable future. This is applicable for the majority of Q-Free’s subsidiaries.

Provisions

Provisions are recognised when the Group has an obligation (legal or constructive) as a result of a past event, it is probable that an outflow
of resources embodying financial benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed on each balance sheet date and reflect the best estimate of the liability. When the passage of time is
insignificant to the expense estimate, the provision will be recognized at nominal value. When the effect of time is significant, the provision
will be the discounted present value of the estimated future payments required to settle the liability.

Inventories

Inventories are measured at the lower of cost and net realisable value. The net realisable value is calculated as the selling price less cost
to sell. For manufactured products, the acquisition cost is calculated as direct and indirect costs.

Accounts receivable

Accounts receivable are initially recognised at fair value when the Group has an unconditional right to receive the consideration and the
payment is only dependent on the passage of time. Accounts receivable are subsequently measured at amortised cost less any loss
allowance. Accounts receivable are managed as held for collection and meet the criteria for solely payment of principal and interest
(SPPI). The loss allowance is based on the lifetime expected credit loss model and adjusted for market and economic conditions based
on management judgement.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position includes cash, bank deposits and all other monetary instruments with
a maturity of less than three months from the date of acquisition, and are measured at amortised cost.

Statement of cash flows

The statement of cash flows is prepared according to the indirect method. Interest and dividends received as well as interest paid is included
in cash flows from operating activities. Dividends paid is included in cash flows from financing activities.

Operating segments

Q-Free identifies its reportable segments and discloses segment information under IFRS 8 Operating Segments. For management reporting
purposes, the Group is organised into segments based on product deliveries. Transfer prices between operating segments are based on
an arm’s length transaction basis.
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Investment in other companies

Investment in other companies is classified as a financial asset available-for-sale under IAS 39 in 2017 and as a fair value over profit
and loss (FVOPL) financial asset in 2018 under IFRS 9. The fair value of the financial asset is level 3 as the investment is in a non-listed
company. As of year-end 2018 this investment was determined to have a fair value of null and the change in fair value was recognized in
the statement of profit or loss. See also Note 30 Investment in other companies.

Discontinued operations

Abusiness which is either sold or classified as held for sale and represents a separate major line of business or a separate major geographical
area of operations is classified as a discontinued operation. Discontinued operations are presented separately from the result from continuing
operations in the statement of profit or loss and the statement of cash flows. Assets and liabilities held for sale are measured at fair value
less costs to sell.

Events after the balance sheet date

New information on the Group's positions at the balance sheet date is taken into account in the annual financial statements. Events after
the balance sheet date that will affect the Group’s position in the future but do not affect the Group's position at the balance sheet date are
disclosed if significant.

Note 4 / Critical accounting judgements and changes in accounting policies

Critical accounting judgements and key sources of estimation uncertainty

The preparation of the Group's consolidated financial statements requires management to make estimates and judgements that affect the
reported amounts of revenues, expenses, assets and liabilities. Uncertainty about these judgements and estimates could result in outcomes
that require a material adjustment to the carrying amount of the asset or liability affected in future reporting periods.

Management has based its assumptions and estimates on parameters available when the consolidated financial statements were prepared.
The following accounting policies represent areas that are considered more critical, involving a higher degree of judgment and complexity.

Complex project revenue and contract asset recognition

Q-Free Group delivers ITS systems solutions in many different locations world-wide, and at different levels of project size, duration and
complexity. Projects that are of a shorter duration and/or lower complexity (due to the delivery of previously developed systems, for example)
are generally straight-forward and do not require significant management judgement related to the recognition and measurement of project
progress or project contract assets. Significant management judgement is, however, exercised over the life of the more complex projects.

Measurement and recognition of revenue and contract assets for complex projects with longer duration and a significant degree of new
development (green field projects) requires management to make judgements based on their expectations of future customer behaviour,
expected future costs, system viability and delivery in accordance with customer expectations. Revenue recognition requires an assessment
of the possibility of breach of contract and acceptance of the delivery by the customer, as the customer of complex projects is very often
a governmental unit with the ability to refuse acceptance or change the requirements during the project lifetime.

Contract assets represent Q-Free’s right to consideration in exchange for goods or services that Q-Free has transferred to the customer
when that right is conditioned on something other than the passage of time. In some cases complex project contracts have generous
terms towards the customer which can give rise to be a significant contract risk for Q-Free as a supplier. Assessment of the risk of the
customer accepting the project deliveries requires management judgement and affects the timing and recognition of the contract asset (and
correspondingly the project revenue) for these projects. Management makes assessments regarding what should be delivered within the
contract, changes in project scope and/or time schedule changes that can affect the total cost structure and margin. Judgment is required
related to estimating the probability of a possible or perceived breach of contract by the customer, rejection of the deliveries or progress
made to-date or significant project specification changes not covered in the original transaction price agreement.

Contract management can be challenging, as there often are discussions regarding what deliveries are within the contract and which change
orders are or are not to be included in the contract. Complex contracts usually include discussions during the lifetime of the project regarding
changes and potential liability assessments related to errors and/or delays. All of these management assessments affect the timing and
recognition of contract assets / revenue and may not reflect the actual outcome of future reporting periods.
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Goodwill impairment testing
In accordance with IAS 36 Impairment of Assets, goodwill is tested annually for impairment, or more frequently if events or changes in
circumstances give an indication of possible goodwill impairment. Q-Free preforms an impairment test of goodwill annually in the fourth quarter.

Management monitors each cash-generating unit (CGU) for impairment indicators. Each of the Group’s reporting segments is defined as
the lowest cash-generating unit level. Goodwill valuation is dependent on segment profitability, which is measured using a 12-month rolling
metric for Revenue and EBIDTA. If the profitability measures indicate that the segment is not performing in accordance with budgets and
management expectations, the segment is tested for impairment.

An impairment loss is recognised for the amount by which the CGU’s carrying amount exceeds its recoverable amount. Management
defines the recoverable amount as the estimated value in use. The value in use is the net present value of the estimated cash flows before
tax. The discount rate used is the weighted average cost of capital (WACC) before tax, calculated for each CGU. A possible impairment
of goodwill is determined by assessing the recoverable amount of the CGU to which the goodwill relates. For additional information, refer
to Note 14 Goodwiill.

Deferred tax assets

Valuation of deferred tax assets is dependent on Management's assessment of future recoverability of the deferred benefit. Expected
recoverability may result from expected taxable income in the future, planned transactions or planned tax optimizing measures, all of which
may be uncertain. In certain tax jurisdictions deferred tax assets may or may not be recognised when there are tax loss carryforwards.

Management recognises a deferred tax asset based on a tax loss carryforward position only to the extent that it has become probable
that future taxable profit will allow the deferred tax asset to be recovered. Management exercises significant judgement in assessing if
it is probable that future income will be available to utilise the deferred tax asset. The assessment is based on the order backlog, prior
years’ profitability margins, and the progress and margins realised to date on existing on-going projects. Deferred tax asset recognition is
reassessed at each reporting date and additional deferred tax assets are recognised only to the extent that convincing evidence exists to
support that taxable profits will allow the deferred tax asset to be recovered.

The carrying value of recognised deferred tax assets as of 31 December 2018 was TNOK 14 795 and represents 13 % of the total possible
deferred tax asset that could have been recognised based on unutilised tax losses and estimated reversal of temporary differences
(TNOK 16 864 as of 31 December 2017; 14 % of the total possible deferred tax asset). For additional information related to taxes see
Note 22 Taxes.

New accounting policies adopted as of 1 January 2018

Q-Free Group adopted the following new standards as of 1 January 2018:

« IFRS 15 Revenue from Contracts with Customers; effective date 1 January 2018
* IFRS 9 Financial Instruments, effective date 1 January 2018

IFRS 15 Revenue from Contracts with Customers

Q-Free Group has adopted IFRS 15 Revenue from Contracts with Customers as of 1 January 2018. IFRS 15 replaces IAS 18
Revenue and IAS 11 Construction Contracts. The new standard establishes a new set of principles that shall be applied to report information
about the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers.

IFRS 15 was adopted by the Group using the modified retrospective transition method without any material implementation effect to the
consolidated statement of financial position and statement of changes in equity. All product deliveries and systems projects have the same
accounting treatment under IFRS 15 as with the previous standards.

Contracts with customers were analysed based on the following performance obligations:

Product deliveries - Revenue from the sale of products is recognised at a point in time, either on delivery to the customer or at the point
of shipping depending on when the specifics of a particular contract result in control of the goods being passed to the customer.

Service & Maintenance - Revenue relating to Service & Maintenance contracts is recognised over time. Revenue is recognised based on
the passage of time as the service and maintenance are performed.

System projects - Revenue relating to system projects is recognised over time since the assets delivered within the project contract have
no alternative use and the Group is entitled to payment for work performed over the duration of the contract. In most contracts there are
two performance obligations, which is system delivery (both hardware installations and software deliveries) and Service & Maintenance.
Revenue is recognised by measuring progress towards completion of the performance obligation, and input methods like cost incurred will
be used to measure progress. In some contracts, variable consideration may affect the timing of revenue recognition.
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IFRS 9 Financial instruments

The Q-Free Group has adopted IFRS 9 Financial instruments as of 1 January 2018. IFRS 9 replaces |AS 39 Financial Instruments:
Recognition and Measurement. The new standard sets out new requirements for the accounting of financial instruments in the areas of
classification, impairment and hedge accounting.

Q-Free Group has adopted IFRS 9 in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors using the
full retrospective approach with no material effect in the Group's consolidated statement of financial position and statement of changes in
equity. During 2018 and 2017 the Group did not engage in hedge accounting and all material balances related to financial instruments were
recognised at amortised cost. All financial assets are classified at amortised cost under IFRS 9 as these financial assets meet the criteria for
the business model Hold to collect and payments of solely principal and interest (SPPI), except for an immaterial financial asset classified
as available-for-sale that is at fair value over profit or loss at implementation and recognised at a fair value of null as of year-end 2018.
See Note 30 Investments in other companies for additional information. In 2018 Q-Free Group applies an expected credit loss model
(ECL) when calculating impairment losses on accounts receivable and contract assets, using the practical expedient in IFRS 9 of
a lifetime ECL approach.

New pronouncements not yet adopted

As of the date of authorization of these financial statements, the following standards and interpretations relevant to Q-Free have been
issued by the IASB:

* IFRS 16 Leases; effective date 1 January 2019
» IFRIC 23 Uncertainty over income tax treatments; effective date 1 January 2019

As of the date of issue of Q-Free's financial statements, all of these standards and interpretations were endorsed by the EU.

IFRS 16 Leases

Adoption of IFRS 16 Leases will result in the Group recognising right of use assets and lease liabilities for all material contracts that are,
or contain, alease. For leases currently classified as operating leases under current accounting requirements the Group does not recognise
related assets or liabilities, and instead recognises the lease payments on a straight-line basis over the lease term. In accordance with IFRS
16 the Group will recognise the right of use assets and lease liabilities in the statement of financial position, and instead of recognising an
operating expense for its operating lease payments, the Group will recognise financial interest expense related to the lease liabilities and
depreciation expense on the right of use assets.

The leases that will be recognized in the statement of financial position as at 1 January 2019 as finance leases are the office and warehouse
leases as well as car rental leases. Leases of IT and office equipment fall within the definition of short-term and/or low value and will remain
as operating leases. Q-Free Group will adopt IFRS 16 using the retrospective approach with the modification allowed by IFRS 16 and will
not restate prior year comparative figures. Implementing IFRS 16 will not have any effect on 1 January 2019 equity. The range of possible
outcomes for the estimated right of use assets and lease liability on 1 January 2019 is from MNOK 80 to MNOK 100.

IFRIC 23 Uncertainty over income tax treatments
The interpretation explains how to recognise and measure deferred and current income tax assets and liabilities where there is uncertainty
over a tax treatment. In particular, it discusses:

+ how to determine the appropriate unit of account, and that each uncertain tax treatment should be considered separately or together
as a group, depending on which approach better predicts the resolution of the uncertainty,

+ that the entity should assume a tax authority will examine the uncertain tax treatments and have full knowledge of all related information,
i.e. that detection risk should be ignored,

< that the entity should reflect the effect of the uncertainty in its income tax accounting when it is not probable that the tax authorities will
accept the treatment,

« that the impact of the uncertainty should be measured using either the most likely amount or the expected value method, depending
on which method better predicts the resolution of the uncertainty, and

« thatthe judgements and estimates made must be reassessed whenever circumstances have changed or there is new information that
affects the judgements.

IFRIC 23 does not include any new disclosure requirements. The general requirement to provide information about judgements and

estimates made in preparing the financial statements is applicable. Q-Free will adopt IFRIC 23 on 1 January 2019 with no significant
implementation effect.
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Note 5 / Risk management

Financial risk factors and risk management
The responsibility for funding, cash management and financial risk management is handled centrally by the finance department in Q-Free.

Guidelines for the finance activities are determined by the financial strategy, which is reviewed and approved by the Board. The central
treasury department acts as the corporate bank and is responsible for all external borrowing and hedging transactions in interest rates and
currencies. Q-Free aims to limit its exposure to financial risk.

The Group is exposed to different financial market risks arising from normal business activities, primarily these risks are:

*  Credit risk

«  Currency risk

«  Liquidity risk

* Interest rate risk

The Group currently has a low exposure to variability in the P&L and equity due to changes in fair value, as all financial instruments as of
year-end 2018 are held at amortised cost. An overview of the Group’s financial instruments is presented at the end of this note.

a) Credit risk

Risk related to a customer’s ability to fulfil their financial obligations is generally considered to be low, given that the Group’s customers are
primarily government controlled entities, or relatively large and financial stable private companies. The Group overall has a historically low
level of credit losses on accounts receivable.

Sovereign risk related to governments failing to honor their payment obligations may have increased in several markets, although
Q-Free Group has not incurred any losses during 2018 or 2017 on government related accounts receivable in any of the existing markets.

The Group only sells products or enters into long-term contracts with customers (private or government) with an acceptable credit record/
rating and low credit risk. The Group assess regularly that outstanding customer balances are kept below Group policy credit limits and
new sales are only made to customers with no history for significant credit problems.

When entering a new market, Q-Free assesses the credit risk in each individual case and utilises appropriate actions, including letters of credit,
Norwegian Export Credit Agency (GIEK) guarantees, advance payments, or other similar measures to reduce customer specific credit risk.

The Group has no significant credit risk linked to any individual customer or to contracting parties that may be regarded as a group due to
similarities in credit risk.

All cash balances are held in bank accounts that have been evaluated to meet Q-Free Group credit risk policies and Group cash balances
are evaluated as of 31 December 2018 to have low credit risk.

Additional information related to accounts receivable and an aging analysis as of 31 December 2018 and 2017 is provided in Note 17
Accounts receivable.

b) Currency risk

Q-Free Group companies are exposed to currency risk in the ordinary course of business when sales or expenses are incurred in a
currency other than the functional currency of the company. The Group’s most important trading currencies are NOK, USD, GBP and EUR,
and during the reporting period most of the Q-Free entities have engaged in transactions with currency exposure risk. The Group's policy
is to denominate payment terms in customer and supplier contracts whenever possible in the local currency.

Funding for subsidiary companies in the Group is provided by Q-Free ASA to the entities in their local currency. Therefore Q-Free ASA,
as the parent company, has currency risk related to the long-term funding of the operating entities with functional currencies other than
NOK. These currency exchange gains and losses are in the statement of profit or loss presented as financial incomef/financial expenses.

Q-Free Group is also exposed to currency risk on the net investment in each of the subsidiaries made by Q-Free ASA. These currency
exchange gains and losses are in the statement of comprehensive income presented as currency translation differences, net of tax.

As of 31 December 2018 and 2017, the Group did not own any foreign currency derivatives or have any explicit economic hedges in place

to manage currency risk. Management is currently working to finalize a detailed currency risk strategy to address the exchange gains and
losses from transactions in currencies other than the functional currency
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The following table gives the estimated sensitivity to the average change over the last 5 years in the EURO, GBP and USD exchange
rate as compared to the Norwegian krone for the Group’s profit before tax (due to currency changes in the Group’s monetary assets and
liabilities), with all other variables held constant.

Table 5.1 The split of revenues and the balance sheet as of 31 December in currencies

Revenues Assets
2018 2017 2018 2017
uUsD 34 % 27 % 44 % 32%
EUR 25 % 34 % 17 % 14 %
GBP 7% 34 % 14 % 12%
NOK 18 % 1% 16 % 30 %
OTHER 16 % 5% 9% 1%

Table 5.2 The split of the balance sheet as of 31 December in currencies was distributed between the balance
lines as follows

2018

usD EUR GBP NOK OTHER
Deferred tax assets 0% 41 % 49 % 1% 9%
Intangible assets 33 % 2% 15 % 50 % 0%
Goodwill 63 % 15 % 22 % 0% 0%
Property, plant and equipment 28 % 8 % 6 % 51 % 8 %
Non-current receivables 32 % 0% 0% 0% 68 %
Total non-current assets 51 % 1% 20 % 17 % 1%
Inventories 33 % 15 % 26 % 25% 0%
Contract assets 69 % 0% 1% 30 % 0%
Accounts receivable 27 % 37 % 5% 10 % 22 %
Other current assets 12% 27 % 2% 17 % 42 %
Cash and cash equivalents 30 % 27 % 4% 0% 37 %
Total current assets 35% 24 % 7% 15 % 19 %
TOTAL ASSETS 44 % 17 % 14 % 16 % 9%
Total non-current liabilities 12 % 0% 0% 87 % 0%
Total current liabilities 42 % 10 % 3% 36 % 9%
TOTAL LIABILITIES 29 % 6 % 1% 59 % 5%
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2017

usb EUR GBP NOK OTHER
Deferred tax assets 12% 40 % 42 % 1% 5%
Intangible assets 42 % 4% 17 % 37 % 0 %
Goodwill 62 % 15 % 23 % 0% 0%
Property, plant and equipment 17 % 1% 8 % 50 % 15 %
Investments in other companies 0% 0% 0% 100 % 0%
Non-current receivables 2% 9% 0% 0% 88 %
Total non-current assets 52 % 12 % 21% 14 % 1%
Inventories 29 % 17 % 24 % 19 % 1%
Contract assets 9% 0% 0% 88 % 3%
Accounts receivable 38 % 27 % 8 % 8 % 19 %
Other current assets 8 % 15 % 1% 12% 65 %
Cash and cash equivalents -3 % 33 % 3% 19 % 47 %
Total current assets 16 % 16 % 5% 43 % 20 %
TOTAL ASSETS 32% 14 % 12% 30 % 1M %
Total non-current liabilities 34 % 0% 0% 65 % 0%
Total current liabilities 38 % 6 % 3% 46 % 8 %
TOTAL LIABILITIES 37% 4% 2% 52 % 6 %

A 10 percent weaker/stronger NOK would normally lead to a 12-15 percent increase/decrease in EBITDA. Currency fluctuations would in
addition affect the book value of assets and liabilities in Q-Free's foreign subsidiaries. A 10 percent weakening/strengthening in the value
of the NOK would have increased/decreased equity by approximately TNOK 57,055 as per balance 31 December 2018. (This analysis
assumes all other variables remain constant.) Such changes in alue would however only have limited Profit and loss impact as they are
mainly booked as translation differences against equity.

Table 5.3 Currency risk sensitivity analysis - isolated currency rate changes impact on earnings before interest,
taxes, depreciation and amortisation (EBITDA)

2018 2017
Total operating Total operating
Amounts in TNOK Income expenses Income expenses
10 % currency change USD/NOK 30 391 -32 450 25917 -28 269
10 % currency change EUR/NOK 22194 -5 767 32729 -15 852
10 % currency change GBP/NOK 6116 -4 595 33375 -33155

Table 5.4 Currency risk sensitivity analysis - isolated currency rate changes impact on equity

2018 2017
Amounts in TNOK Increase Decline Increase Decline
10 % currency change USD/NOK 25734 -25734 10716 -10716
10 % currency change EUR/NOK 13 058 -13 058 12 345 -12 345
10 % currency change GBP/NOK 12492 -12492 12 255 -12 255
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c) Liquidity risk

Liquidity risk is the risk that Q-Free will not be able to meet its financial obligations as they fall due. The Group manages liquidity through
an ongoing review of future commitments. Management's strategy is to hold sufficient cash, cash equivalents, or undrawn credit facilities
at any time to be able to finance Group operations, planned investments and obligations. Surplus cash funds are deposited in banks,
or invested in money market funds, with the purpose of securing an acceptable, low-risk return on the invested capital. Excess liquidity is
placed in higher-interest bearing accounts, in order to earn a better return but still have quick access to these funds. The Board of Directors
assesses the available liquidity at the end of 2018 to be sufficient to finance the company's ordinary operations and operational investments
for 2019. The board emphasizes the impact the estimated Intelight share purchase obligation might have on Q-Free’s short term liquidity
(see note 29 Non-current financial liabilities). The board continuously evaluates potential measures to finance any such share purchase.

Additional information related to borrowings and undrawn bank overdraft as of 31 December 2018 and 2017 is provided in Note 7 Borrowings
and Note 19 Cash and cash equivalents.

The tables below summarise the maturity profile of the Group’s financial liabilities as of 31 December 2018 and 2017, based on contractual
undiscounted payments, including estimated future interest payments.

Table 5.5 Financial liability maturity schedule

Year ended 31 December 2018 : Less
On than 3-6 6-12 1-2 2-5 6 years
demand 3 months months months years years - maturity Total
Non-current borrowings 582 1444 8 960 10339 20423 170621 - 212369
Non-current financial liabilities - - - - 28687 8184 2787 39 658
Current borrowings - 159 161 19 802 - - - 20122
Accounts payable 16 952 79 040 - - - - - 95 992
Current financial liabilities - 682 69 949 1364 - - - 71995
Total financial liabilities 17 534 81325 79 070 31505 49110 178805 2787 440136
Year ended 31 December 2017 : Less
On than 3-6 6-12 1-2 2-5 6 years
demand 3 months months months years years - maturity Total
Non-current borrowings 34 848 25 857 26356 52063 25689 - 130847
Non-current financial liabilities - - - - 39400 42225 4 362 85987
Current borrowings - 1364 121379 962 83691 - - 207 396
Accounts payable 15176 50 885 20533 2678 - - - 89 272
Current financial liabilities - 681 23 081 1362 - - - 25124
Other financial liabilities - 6 956 6 956 6 956 - - - 20 868
Total financial liabilities 15210 60734 197 806 38314 175154 67914 4362 559494

d) Interest-rate risk

The Group is exposed to interest rate risk in the form of changing interest rates on borrowings with floating interest rates. The Group has
interest-bearing debt and interest rate risk related to its long-term bank borrowings and short-term credit lines. Management emphasises
predictability at all times if entering into any significant new interest bearing debt contracts, as changes in the interest level affect profit
before taxes. Management regularly evaluates the need for active hedging of interest rate risk. As of 31.12.18 and 31.12.2017, the Group
did not own any interest rate derivatives or have any explicit economic hedges in place to manage interest rate risk.

A change in interest rates of 100 basis points (bps) on the date of balance sheet recognition would have increased (reduced) the profit or

loss by the amounts shown below. The analysis assumes that the other variables remain constant. The analysis was performed on the
same basis as in 2017.
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Table 5.6 Interest rate risk sensitivity anlaysis

Amounts in TNOK 31. December

Effect of an interest rate increase of 100 bps: 2018 2017
Investments with floating interest rates 908 1054
Loans with floating interest rates -2 755 -3 050
Profit before tax -1 847 -1 997

e) Financial instruments by measurement category
The following tables lists all financial instruments by measurement category in accordance with IFRS 9 as of 31 December for 2018 and in
accordance with IAS 39 as of 31 December 2017.

Table 5.7 Financial instruments by category

31 December 2018 Amortised Non financial
cost Fair value instruments Total

Financial assets

Investments in other companies - -

Non-current receivables 627 627
Accounts receivable 160 819 160 819
Other current assets 32 051 32 051
Cash and cash equivalents 89 700 89700
Total 251 146 - 32051 283 197

Financial liabilities

Non-current borrowings 196 000 196 000
Non-current financial liabilities 630 38 245 783 39658
Current borrowings 19 521 19521
Accounts payable 95 992 95992
Current financial liabilities 71995 71995
Other current liabilities 73 641 73 641
Total 312143 110 240 74 424 496 807
31 December 2017 Amortised Non financial

cost Fair value instruments Total

Financial assets

Investments in other companies 387 387
Non-current receivables 2147 2147
Accounts receivable 130 487 130 487
Other current assets 37 868 37 868
Cash and cash equivalents 113 633 113 633
Total 246 267 387 37 868 284 522

Financial liabilities

Non-current borrowings 125 000 125 000
Non-current financial liabilities 2623 83 363 85 986
Current borrowings 203 691 203 691
Accounts payable 89 272 89 272
Current financial liabilities 25124 25124
Other current liabiliites 20 868 71668 92 536
Total 441 454 108 487 71668 621 609
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Note 6 / Capital Management

Q-Free’s capital management policy is to support long-term growth in EBITDA and Cash Flow from Operations. The Board aims to maintain
a healthy balance between liabilities and equity. Q-Free assesses its operational gearing (Net Interest Bearing Debt/Earnings Before
Interest, Taxes and depreciation/ amortisation) and the Groups equity ratio. The Groups target is to have an equity ratio of 40 % or more
and maximum operational gearing of 3.0.

Q-Free manages its liquidity and funding centrally to cover short and long-term capital needs. The Group is currently implementing a global
cash pool where all whole owned subsidiaries participates to the extent permitted by country legislation. The cash pool arrangements
facilitate netting of cash positions within the Group reducing the external financing need and interest cost, and centralising management of
aggregated positions at the mother company. See also note 5 Risk management for additional information related to liquidity and foreign
exchange risk management.

The following table shows the change in Q-Free’s capital management KPIs for 2018/as of 31.12.2018 as compared to prior year.

Q-Free’s capital management measures

KPI 2018 2017 % change 2017 to 2018
EBITDA 71091 82 591 -14 %
NIBD 125 821 215058 -41 %
Operational gearing 1,8 2,6 -32 %
Equity ratio 43 % 39 % 1%
Cash flow from operations 158 283 -50714 412 %

Note 7 / Borrowings

Effective interest

Specification Type rate % - 2018 Maturity 2018 2017
Non-current Term loan 2.98 % 6 December 2021 100 000 -
Non-current Revolving Credit Facility (RCF) * 2.98 % 6 December 2021 96 000 -
Current Credit line ** 248 % 6 December 2019 19 521

Non-current Danske Bank - Serial loan 3.48 % 6 December 2018 - 125 000
Current Danske Bank - Line of credit 3.28 % 6 December 2018 - 120 000
Current Citi Bank - Line of credit 4.60 % 6 December 2018 - 83 691
Total 215521 328 691

* Share of RCF will be converted to 5 year term loan if RCF is used to fund acquisition of shares in Intelight Inc. with an annual amortisation
of 20 %.

** Credit line are renewed annually. See note 19 Cash and cash equivalents for more information regarding undrawn bank overdraft.

Term loan and covenants
The term loan is repayable with an annual amortisation of MNOK 15. The interest rate is SMND NIBOR + 170 bps.

Q-Free has a NIBD/EBITDA and Equity Ratio covenant on it's bank arrangements.

Net Interest Bearing Debt to EBITDA ratio (“Leverage Ratio”) shall at no time be more than 3.00:1, and total Equity to Total Assets
(“Equity Ratio”) shall at no time be less than 35.00 %.

See Alternative Performance Measures section for “NIBD” and “EBITDA” definitions.
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Note 8 / Financial items

Amounts in TNOK

Financial items 2018 2017
Interest income 1106 3518
Realised exchange rate differences 21594 17 160
Unrealised exchange rate differences 2270 8 905
Financial income 24 970 29 583
Interest expense -2730 -5 650
Interest on borrowings -7 542 -11 104
Realised exchange rate differences -18 236 -18 393
Unrealised exchange rate differences 4 965 -1475
Fair value change in contingent consideration and other liabilities * -22 407 -4 273
Other financial expense -3 829 -2 441
Financial expense -49 779 -43 336
NET FINANCIAL ITEMS -24 809 -13 753

*

Change in contingent consideration and other liabilities in 2018 is explained by a revised estimate on liability for purchase of remaining
shares on Intelight Inc of TNOK 21,707 and liability related to pension schemes of TNOK 700. The estimated liability to acquire the
remaining shares in Intelight Inc as at 31.12.18 is TNOK 93,813.
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Note 9 / Operating segments

The Group discloses operating segment information under IFRS 8 Operating Segments, which requires the company to identify segments
according to the organisation and reporting structure used by management. Operating segments are components of a business that are
evaluated regularly by the chief operating decision maker for the purpose of assessing performance and allocating resources. The Group’s
chief operating decision maker is the members of the corporate management team.

Q-Free has changed its segment reporting as of the first quarter of 2018 to better reflect how the Group is organised and improve the
transparency of its reporting.

The operating segments are determined based on how resources and investments are allocated within the Group, as well as on differences
in the nature of the operations, solutions, products and services. The Group manages its operations in five segments:

TOLLING

Tolls are used to fund and maintain transport infrastructure such as roads, bridges, and tunnels. They are also increasingly applied to
reduce traffic congestion and/or climate emissions. Toll schemes have evolved from charging motorists a flat fee for passing a certain point,
to today’s schemes where charges can be differentiated based on time of day, distance travelled, and type of vehicle used. Q-Free offers
DSRC tags and readers, ALPR and image based solutions, as well as electronic toll collection systems (Multilane free-flow, truck tolling,
congestion charging) within this segment.

PARKING

Within the parking segment, the Group offers fixed and wireless sensors to provide real-time information on parking availability.
These parking guidance systems register vehicles when they enter the parking facility, the level they stop at, and the space they occupy.
This gives Q-Free customers access to real-time occupancy information and trends. Furthermore, this segment includes Parking Access
control software (ALPR).

INFOMOBILITY

Typical Infomobility solutions include traffic, bicycle and pedestrian detection and counting, weigh in motion, Journey time monitoring,
and weather and air-quality monitoring.

URBAN

Urban offers traffic and mobility management solutions that are based on common protocols and open standards. The products in this
segment are smart traffic/intersection control systems. Furthermore, Q-Free offers centralised traffic controller software and cooperative
ITS solutions.

INTER-URBAN

Within this segment Q-Free offers intelligent and advanced traffic management systems, which give cities/states timely and relevant
information in order to monitor traffic and respond to incidents such as accidents, fires, and traffic jams. Products within this segment are:
Advanced Traffic Management systems, Traffic Information Systems, Ramp Metering, and Truck Parking.

Global Functions do not represent a separate segment but are expenses that are not relevant to allocate to one or more of the five
segments. Group functions include corporate services, such as management and Group finance services at the Q-Free headquarters.
These expenses are reported in a separate column as shown in the following table.
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Segment performance is reported to the chief operating decision maker and evaluated based on four measures, Revenue, Gross Contribution,
EBITDA and EBIT, and is measured consistently with operating profit or loss in the consolidated financial statements.

Gross Contribution is defined as revenues reduced by cost of goods sold and contractors. Contractors are included in the Gross Contribution
measure as this expense is heavily correlated with project and service revenues. Contractors are external consultants and / or services that
are consumed under project executions and service and maintenance work.

EBITDA is defined as income before financial income or expense, taxes, and any depreciation, amortisation and impairment.
EBIT / EBITDA is used in the income statement as a summation line for other accounting lines.

Global TOTALS
TOLLING PARKING INFOMOBILITY URBAN INTER-URBAN functions 31.12.

Amounts in TNOK 2018 2017 2018 2017 | 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
EUROPE 376 160 446 158 26266 26935 68506 46071 1164 13864 21255 19390 - - 1493350 552419
APMEA 54186 68955 5191 6979 | 3871 10546 - - - - - - 63248 86480
AMERICAS 51103 85696 20252 22254 | 5323 7391155932 125622 | 99439 93613 - -1332049 334576
Revenues 481448 600810 51709 56168 77700 64008 157 096 139 486 120 694 113 003 - - 888 647 973475
COGS 113671 157010 18015 17766 25684 24509 | 65286 77809 3612 2412 922 -1012 227 191 278493
Contractors 59876 72247 6908 3241 1529 1070 6745 6526 | 17200 20850 3] - 92260 103934
Gross Contribution 307 902 371552 26786 35162 50487 38429 85064 55151 99881 89741 -925 1012 569 196 591048
Gross margin - % 64.0% 618% 51.8% 626% 650% 600%  541% 395% | 828% 794 % 64.1% 60.7 %
Total OPEX 224 081 238244 | 39965 42740 40425 33631 | 54938 53610 | 83402 73657 | 37484 38752 480295 480634
EBITDA before

non-recurring items | 83 820 133309 -13179 -7578 10063 4798 30126 1541 16480 16084 | -38409 -37 740 88901 110414
EBITDA margin 174% 222% ) -2565% -135% | 130% 75%  192% 11%  13.7% 142% 10.0% 11.3%
Depreciation 9088 12345 5597 16087 | 9089 10280 13361 29609 10267 10043 - - 47401 78364
EBIT before

non-recurring items | 74 733 120 964 -18 775 -23 665 974 -5482 16765 -28068 6213 6041 -38409 -37740 41500 32050
EBIT margin 155% 201% -36.3% -421%  13% -86% 107% -201% 51% 53% 47% 33%

OPEX is exclusive non-recurring items of TNOK 17,810 in 2018 regarding restructuring costs (Tolling TNOK 13,460, Parking TNOK 2,500
and Urban TNOK 1,850) and 27,823 in 2017 regarding settlement of dispute (Tolling).

The Group do not have any revenues from customer over 10 % of Groups total revenues in 2018, whereas in 2017 revenues from the
largest customer amounted to TNOK 166,629 (17 % of Groups total revenues in 2017) and were included in the Tolling segment.
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Order intake Order intake split 2018
Segment 2018 2017 %
TOLLING 561207 305217 57.7% Inter Urban 9 %
PARKING 67 251 41893 69%
INFOMOBILITY 80 429 57884 83%
URBAN 178515 129861 184 % 0
INTER URBAN 84 678 80656 8.7 % — Tolling 58 %
Total 972080 615510
Infomobility 8 %
Parking 7 %
Order backlog Order backlog split 2018
Segment 2018 2017 %
TOLLING 866017 778482 76.8% Inter Urban 12 %
PARKING 31016 15166  2.7%
INFOMOBILITY 22389 18775 20% Urban 6 %
URBAN 75722 40303 6.7%
INTERURBAN 133034 196752 118% |nomebiity2%
Total 1128178 1049 477 Parking 3 % Tolling 77 %
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Note 10 / Revenue, contract assets and advanced payments from customers

Disaggregation of revenue

In accordance with IFRS 15 management analyses the revenue contracts with customers and disaggregates the revenue into the following
product / project categories, which depict how the nature, amount, timing and uncertainty of revenue and cash flows are affected by

economic factors:

*  Product deliveries
«  Service & Maintenance
*  System projects

Revenue from customers is disaggregated in the table below by geographical location, by type of product or project category, by the timing

of the reception of revenue, and by segment.

Table 10.1 Disaggregation of revenue from contracts with customers

31 December 2018

Amounts in TNOK TOLLING PARKING INFOMOBILITY URBAN INTER-URBAN Total
EUROPE 376 160 26 266 68 506 1164 21255 493 350
APMEA 54 186 5191 3871 - - 63248
AMERICAS 51103 20 252 5323 155932 99439 332049
Revenue from contracts with customers 481 448 51709 77700 157 096 120 694 888 647
At a point in time revenue recognition

Product deliveries (not related to projects) 176 523 14 216 32574 138 300 4847 366 460
Total at a point in time revenue recognition 176 523 14 216 32574 138 300 4847 366 460
Over time revenue recognition

Service & Maintenance 139 405 6 034 5487 974 9229 161129
System Projects

(includes over-time product deliveries related to projects) 165 520 31459 39639 17822 106 618 361 058
Total over time revenue recognition 304 925 37 493 45126 18796 115847 522187
31 December 2017

Amounts in TNOK TOLLING PARKING INFOMOBILITY URBAN INTER-URBAN Total
EUROPE 446 158 26 935 46071 13864 19390 552419
APMEA 68 955 6 979 10 546 - - 86480
AMERICAS 85 696 22 254 7391 125622 93613 334576
Revenue from contracts with customers 600 810 56 168 64 008 139 486 113003 973475
At a point in time revenue recognition

Product deliveries (not related to projects) 177 186 22613 31454 138 165 11674 381092
Total at a point in time revenue recognition 177 186 22613 31454 138165 11674 381092
Over time revenue recognition

Service & Maintenance 153 569 5238 6 858 1263 7484 174412
System Projects

(includes over-time product deliveries related to projects) 270 055 28 317 25 696 58 93845 417971
Total over time revenue recognition 423 624 33555 32554 1321 101 329 592 383
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Revenue recognition

Product deliveries

Under the revenue category “Product deliveries” Q-Free delivers hardware products to their customers. These type of products are offered
within the Tolling, Infomobility and Urban segments. A customer contract includes either one single delivery or a series of deliveries of the
products specified. Each delivery contains one or more products, and each product or batch order of the same product constitute one
performance obligation, since the customer can benefit from each good on its own or together with other resources already available.
The fixed transaction price is separately stated for each product or batch of products within the contract. In some customer contracts Q-Free
offers prospective volume discounts to the customers. In these situations the transaction price contains a variable component. That only
affects future revenue recognition. Management uses the expected value method to determine the total amount of consideration for the
contract. Revenue from the sale of products is recognised at a point in time, either on delivery to the customer or at the point of shipping
depending on when the specifics of a particular contract result in control of the goods being passed to the customer.

Service & Maintenance

Revenue relating to Service & Maintenance contracts is recognised over time, in accordance with IFRS 15. Revenue is recognised as the
Service & Maintenance is performed, since the customer simultaneously receives and benefits from the delivery. Service & Maintenance
is defined as one performance obligation, but is often negotiated together with System projects in the same customer contract. In this case
the transaction price between the performance obligation Service & Maintenance and project delivery has to be allocated, since the contract
contains more than one performance obligation. See discussion below regarding the definition of performance obligations, as well the
allocation of transaction price between Service & Maintenance and project deliveries. The transaction price for Service & Maintenance is
usually a fixed price for the entire period of the service, unless the contract is linked to a service line agreement with special requirements.
In that case the transaction price can be variable and management uses the expected value method to estimate the amount consideration.

Service & Maintenance on Q-Free products is offered to customers within all segments.

System projects

Q-Free offers system projects within the Tolling, Parking, Infomobility and Inter-Urban segments. Each project is tailored to the customer’s
needs and will vary from contract to contract. Some projects contain completely new concepts and products, for which Q-Free capitalizes
internal development costs (see Note 15 Intangible assets). The length of the projects also varies from project to project. However,
the main characteristics for determining a customer contract and revenue recognition under the IFRS 15 requirements are the same for all
projects and are as described below:

Contracts with customers within System projects are set up in writing and are signed by both parties typically.
Projects consist of the delivery of hardware, installations, software, Service & Maintenance, as well as options for additional deliveries.

«  Options to acquire additional deliveries within the project are a separate performance obligation only if they provide a material right
to the customer, i.e. if the price for the additional deliveries is significantly lower than the market price. If the option does not contain a
material right, the option is not a separate performance obligation and is combined with the hardware, installations and software into
one single performance obligation. Q-Free did not have any material rights in their 2018 contracts related to System projects.

» Hardware, installations and software together form one performance obligation, since they together secure a combined output, which
is the project delivery, and the customer cannot benefit from each individual item on its own.

» Service & Maintenance are one separate performance obligation, since the customer can benefit from those services on its own or
together with other resources already available and the promise is separately identifiably from other promises.

The transaction price for the whole project is a fixed amount and is stated in each individual contract. A variable component can be included
in the contract for late deliveries or performance bonuses. Management uses critical judgment, as well as the expected value method to
estimate the amount of consideration to which Q-Free is entitled, as Q-Free has a large a number of contracts with similar characteristics
and experience with this type of projects.

The stand-alone selling price is used as a basis for the allocation of the transaction price to the different performance obligations, for example
the allocation between Service & Maintenance and the other performance obligations in the project customer contract. In cases where no
stand-alone selling price is readily available, management uses a cost plus margin method to determine the stand alone selling prices to
be used in the transaction price allocations.

Revenue relating to system projects is recognised over time since Q-Free develops an asset for their customers that has no alternative
use and is delivered at the customer’s location. Q-Free is also entitled to payment for work performed up to any point in time during the
life of the contract. Revenue is recognised by measuring progress towards completion of the performance obligation. The method used
to measure the progress and percentage of completion of each individual project is an input method which determines costs incurred to
date and compares these costs to the expected overall cost for the project. Judgement is used in determining cost incurred to date and in
estimating total project cost.

If the estimated life time of a project is more than 12 months, management takes into consideration the financing component of the contract.
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Significant ongoing projects
The following table shows the total amount of contractually agreed transaction prices which are allocated to performance obligations that

have not been satisfied as of year-end. This amount belongs to the outstanding part of the projects and will be recognised as revenue in
future periods, when the performance obligations have been satisfied.

Table 10.2 Total amount of the transaction price for all ongoing system projects not yet recognised

Amounts in TNOK 2018

Total amount of the transaction price for all ongoing system projects not yet recognised 487 782

Upon implementation of IFRS 15, management has decided to use the practical expedient under IFRS 15.C5 and not disclose 2017
comparative figures for the amount of the transaction price allocated to the remaining performance obligations and an explanation of when
the entity expects to recognise that amount as revenue.

Management expects that 49 % of the transaction price allocated to the unsatisfied contracts as of 31 December 2018 will be recognised
as revenue during the next financial year and 22 % in the 2020 financial year. The remaining 29 % is expected to be recognised in the 2021
financial year. The amount disclosed above does not include variable consideration which is constrained.

Revenues in the Tolling segment ended at 481 MNOK (601 MNOK), a YoY decline of 20 %. The decrease is mainly explained by 117 MNOK
in lower revenue recognition from the nationwide truck tolling project in Slovenia that was delivered in 1st half 2018.

Contract assets and advance payments from customers
Contract assets and advance payments from customers are disclosed in the Statement of financial position.

Contract assets
Upon adoption of IFRS 15, Work in progress in its entirety is now recognised as an IFRS 15 contract asset, as per the opening balance
sheet of 1 January 2018 in the amount of TNOK 227 154.

Contract assets are recognised whenever a performance obligation is satisfied before consideration is received. Contract assets
are assessed for impairment in accordance with IFRS 9. As of 31 December 2018, contract assets have been reviewed for impairment, and are
impaired in an amount of TNOK 0.

Advance payments from customers

Advance payments from customers is recognized if Q-Free receives consideration or if it has the unconditional right to receive consideration

in advance of performance.

The following table shows the revenue recognised in 2018, with 2017 comparatives, that relates to advance payments from customers.

Table 10.3 Revenue recognised from advance payments from customers

Amounts in TNOK 2018 2017
Revenue recognised in this period that was included in advance

payments from customers at the beginning of the period:

Tolling 5417 8764
Parking 142 138
Infomobility 6 134 2775
Total revenue recognised from advance payments from customers 11 693 11 677
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Note 11 / Employee benefit expenses

Amounts in TNOK

Employee benefit expenses 2018 2017
Salaries 291 258 272 693
Social security costs 33236 33358
Pension costs (contribution plan) 13754 10 315
Skattefunn (governmental tax relief) - 1325
Capitalised personnel costs -16 932 -14 667
Other personnel related costs 11 168 15705
Total 332484 318 730
Average number of employees 390 416
Average number of man-years 386 412

Pension cost

The parent company has a defined contribution pension plan for the Norwegian employees. As of 31 December 2018, 114 employees in
Norway (2017: 116) are included in the defined contribution pension plan.

The parent company contributes with 5.0 % of salaries between 0 - 7.1 G and 8.0 % of salaries between 7.1 - 12 G to the defined contribution
pension plan, total TNOK 5,560 (2017: 4,203) per contributed year.

Conversion to defined pension plan

The Parent company terminated the defined benefit plan per 31 December 2016, and all employees in Norway are now included in the
defined contribution plan. The 27 employees involved in this process were given a wage compensation for lost pension benefits.

The cost of the compensation for the conversion to a defined contribution plan is estimated as the changes in fair value of future payments,
using inputs such as compensation amount per employee, discount rate, annual growth rate in salaries, mortality rate, expected turnover
and the possibility of future changes in pension compensation.

The provision for future payments as compensation for lost pension benefits in 2018 is TNOK 16,427 (2017: TNOK 17,982). The revised
estimate per 31 December 2018 is TNOK 16,427, of which TNOK 13,699 is classified as non-current liabilities and TNOK 2,728 is classified
as current liabilities

Compensation for conversion to defined contribution plan 2018 2017
Non-current financial liabilities 13 699 15258
Current financial liabilities 2728 2724
Total pension liability 31.12. 16 427 17 982
Expenses related to compensation for conversion to defined contribution plan 2018 2017
Pension cost - change in estimated compensation amount 777 -
Pension cost - change in discount rate -350 2501
Financial expense - time effect at present value calculation 700 719
Total expenses related to conversion from defined benefit plan 1127 3220
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Basis and assumptions for calculation of compensation for conversion to defined contribution plan:

* [Estimated compensation amount - The estimated compensation amount is based on calculations from actuary using actuarial
valuations.

* Discount rate — The discount rate is based on a risk free rate stipulated as a 10-year Norwegian government bonds. A discount rate
of 1.9 % is applied in the calculation (2017: 1.6 %).

¢ Annual growth in salaries - The annual growth in salaries is based on the assumptions at the reporting date according to the
recommendation of the Norwegian Accounting Standards Board. An annual growth of 2.5 % in salaries is applied in the calculation
(2017: 2,5 %).

* Mortality rate - The mortality rate is based on official statistics in Norway per age and net present value is adjusted for the mortality
rate per employee.

* Turnover - The expected turnover is based on historical turnover within the company.

* Possibility of changes - The estimated compensation amount will be reduced if the defined contribution plan changes. In addition
there will always be a risk that the Board decides that the compensation could come to an end.

Note 12 / Management and Board of directors remuneration

Main principles for stipulation of salary and other remuneration to leading employees

Q-Free is a leading international Company within its area of business. To maintain and to strengthen its market position, and to reach the
objectives the Board has set for the Group, Q-Free is dependent on recruiting and keeping highly competent employees, leaders included.
The Company must therefore grant competitive wages to its leading employees. The Board therefore states that the fixed monthly salary for the
respective leaders shall represent competitive wages, and that this shall reflect the respective leaders' personal responsibilities and competence.

In addition to the fixed monthly salary, there should be an option to grant a bonus that will depend on the results of the company and
on performance of the individual employee. The Board has therefore established a performance based bonus system for managers.
For the CEO, such bonus shall be at most 75 % of the fixed yearly salary, whereof at least 25 % of the net bonus payment shall be used to
buy shares in Q-Free ASA. For the other members of the management team, such bonus shall be at most 40 % of the fixed yearly salary.
The bonus shall in general terms be linked to Q-Free's fulfillment of further defined objectives for the period, result targets and/or other
established objectives for the Company. These objectives shall each year be established by the Company's Board, and may be linked to
financial results, results within research and development, quality objectives and/or further established individual result targets or objectives
for the individual leader.

In addition to the fixed monthly salary, bonus according to achieved results and adopted option plans, the agreement with the individual
leader can include that he or she may receive minor payment in kind. In individual cases it can also be agreed that the leader concerned
shall have a Company car at disposal or receive a fixed car allowance according to the prevailing regulations.

Q-Free has established a collective pension plan for its employees that also include the leading employees.

The Board furthermore specifies that there shall be a mutual period of notice of up to six (6) months for agreements made with leading
employees. Any severance pay for leading executives may not exceed six (6) months, and must be submitted to the Chair of the Board for
treatment. The severance pay for the CEO shall not exceed twelve (12) months pay, calculated from the CEQ’s resignation day. In case
of mergers/acquisition, resulting in substantial changes in the managerial position, severance pay shall not exceed twelve (12) months,
calculated from the CEO'’s resignation day. It is specified that the Company does not enter into employment contracts with leading employees
on severance pay on their own voluntary termination. A limited exception is the CEO who, under certain conditions, has such a right by
mergers/acquisitions.

After a defined period of employment the Board can grant right to education with pay for the leading employees based on an individual
assessment of the value such education will have for the Company.

The principles for remuneration have been changed during the last year.

No loans or guarantees have been provided to the Chief Executive Officer, Board members, shareholders, or close associates of these
individuals.
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Payments to senior management

and Board of directors 2018: 2018
. , Contribution Share-based

Salary | Bonus Dlrectort.s to pension remgrt\:artion payment | TOTAL
Amounts in TNOK remuneration plan expense *
Tore Valderhaug, Chair of the Board 493 493
Trond Valvik, Vice Chair of the Board 340 340
Ragnhild Wahl, Board member 243 243
Snorre Kjesbu, Board member 256 256
Ingeborg Molden Hegstad, Board member " - -
Rune Joraandstad, Employee elected Board member 80 80
Olav Gulling, Employee elected Board member 2 - -
Sissel Nina Lillevik Larsen,
Employee elected Board member 3 84 84
Heidi Finskas, Chair Nomination committee 45 45
@ystein Elgan, Nomination committee 30 30
Fredrik Thoresen, Nomination committee 4 -
Andreas Berdal Lorentzen, Nomination comittee 30 30
Hakon Rypern Volldal, Chief Executive Officer 3326| 1049 73 12 62 4522
Tor Eirik Knutsen, Chief Financial Officer 2133 60 74 12 102 2380
Per Fredrik Ecker, Senior Vice President APMEA 2801 125 75 70 3071
Morten Andersson, Senior Vice President AMERICAS | 2 115| 386 269 429 68 3267
Fredrik Nordh, Senior Vice President EUROPE 1944 68 426 123 90 2652
Arvid Stremme, Vice President Service Line Tolling® | 1093 138 69 12 1312
Kristina Hafreager Bergstad,
Vice President Service Line Parking 7 721 123 39 7 891
Pal-Andre Almlie,
Vice President Supply Chain Management 1182 192 66 12 1452
Jan-Erik Sandberg, CTO?® 1096 74 12 1181
TOTAL 16411 2141 1600 1165 688 322 22 328

-

Ingborg Molden Hegstad serves as Board member from 29.05.2018

)
2) Olav Gulling serves as Employee elected Board member from 29.05.2018
3) Sissel Nina Lillevik Larsen served as Employee elected Board member until 29.05.2018
4) Fredrik Thoresen serves as member of the Nomination Committee from 29.05.2018.
5) Andreas Berdal Lorentzen served as member of the Nomination Committee until 29.05.2018
6) Arvid Stremme served as Vice President Service Line Tolling until 22.01.2019
7) Kristina Hafreager Bergstad served as Vice President Service Line Parking until 31.08.2018
8) Jan-Erik Sandberg served as Vice President Global Platforms from 01.09.2018 and Chief Technology Officer from 22.01.2019

* Share-based payment expense is the expense recognised in 2018. See note 13 for further information.
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Payments to senior management

and Board of directors 2017: 2017

. , Contribution Share-based
Amounts in TNOK Salary | Bonus relr:::;(::::t;n to p:;:ion remgrt\:artion e,:(a;/emn::t* TOTAL
Tore Valderhaug, Chair of the Board" 217 217
Trond Valvik, Vice Chair of the Board 2 0 0
Ragnhild Wahl, Board member 126 126
Snorre Kjesbu, Board member 139 139
Sissel Nina Lillevik Larsen,
Employee elected Board member 44 44
Rune Joraandstad, Employee elected Board member 40 40
Heidi Finskas, Chair Nomination committee 0 0
Andreas Berdal Lorentzen, Nomination comittee 30 30
@ystein Elgan, Nomination committee 0 0
Charlotte Brogren Karlberg,
former Chair and member of the Board 208 208
Jeanett Bergan,
former Chair of the Nomination comittee © 45 45
Thomas Alexander Vogt,
former member of the Nomination comittee 7 30 30
Hakon Rypern Volldal, Chief Executive Officer 3075 606 67 11 34 3794
Tor Eirik Knutsen, Chief Financial Officer & 551 18 3 26 598
Per Fredrik Ecker, Senior Vice President APMEA 2801 69 12 2883
Morten Andersson, Senior Vice President AMERICAS | 2 599 75 16 17 2707
Fredrik Nordh, Senior Vice President EUROPE © 571 134 31 23 759
Arvid Stromme, Vice President Service Line Tolling 1071 65 11 1148
Kristina Hafreager Bergstad,
Vice President Service Line Parking 964 59 11 1034
Pal-Andre Almlie,
Vice President Supply Chain Management 1153 61 12 1227
Roar @stbg, former Chief Financial Officer 2659 75 192 2926
Pal Rune Johansen,
former Senior Vice President Region NORDIC ™ 1397 69 10 1476
TOTAL 16 843| 606 879 693 31 99 19 430

1) Tore Valderhaug served as Vice Chair of the Board until 24.05.2017, and serves as Chair of the Board from 24.05.2017.
2) Trond Valvik serves as Vice Chair of the Board from 24.05.2017.

3) Heidi Finskas serves as Chair of the Nomination Committee from 24.05.2017.

4) Qystein Elgan serves as member of the Nomination Committee from 24.05.2017

5) Charlotte Brogren Karlberg served as Chair of the Board until 24.05.2017, and as member of the Board until 26.10.2017.
6) Jeanett Bergan served as Chair of the Nomination Committe until 24.05.2017.

7) Thomas Alexander Vogt served as member of the Nomination Committee until 24.05.2017.

8) Tor Eirik Knutsen serves as CFO from 02.10.2017.

9) Fredrik Nordh serves as SVP EUROPE from 18.09.2017.

10) Roar Qstbe served as CFO until 31.05.2017.

11) Pal Rune Johansen served as SVP Nordic until 18.09.2017.

* Share-based payment expense is the expense recognised in 2017. See note 13 for further information.
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Note 13 / Share based compensation

SHARE BASED OPTION PROGRAMME FOR THE CEO - ESTABLISHED MAY 2018

The Parent company has implemented a five-year option program for the CEO that is distributed upon three tranches (which are vested
over three years), and with a maximum number of share options of 869,970, where each tranche may be exercised two years after it
has been vested. Each option gives the right to acquire one share in Q-Free at given strike price. Tranche one of 377,836 options is
exercisable in the period from 3 June 2021 to 3 June 2024. Tranche two of 269,881 options is exercisable in the period from 3 June
2022 to 3 June 2024. Tranche three of 222,255 options is exercisable in the period from 3 June 2023 to 3 June 2024. The strike price
for the first tranche is calculated based on average volume weighted price for the Q-Free share in the month prior to the allocation (that
is NOK 7.94 per share), and a mark-up equivalent to 40 % (that is, NOK 11.12 per share) for the second tranche and 70 % (that is,
NOK 13.50 per share) for the third tranche. The agreement includes clauses to limit the maximum profit. For each tranche,
if Q-Free’s share price exceeds NOK 40 at the time of exercise, the strike price is adjusted upwards equal to the difference between
the price of one Q-Free share at the time of exercise and NOK 40 per exercised option. If a shareholder, company, business or a
group (as per definition in the Norwegian Securities Trading Act § 2-5) acquires control of more than two thirds of the stocks and/
or votes in the Company, and the Company is consequently delisted from Oslo Bers, each and all of outstanding options mature.
This entails that the CEO can exercise each and all of his options in a period of 30 days from the date final decision of delisting is made.
If the options are not exercised within this period, the options expire without any form of compensation.

The market value of granted share options is TNOK 271, and the cumulative expense recognised per 31 December 2018 is TNOK 96
(2017: TNOK 34). The weighted average share price included in the calculation of market value is NOK 7.8 and the volatility is 10.5 %.

Specification of share option activity: 2018

Granted share options 01.01 -
Share options granted 869 970
Share options exercised -
Share options expired/terminated -
Granted share options 31.12 869 970
Vested share options 31.12 -

Name Position Tranche Number of options  Strike price Agreement in force Expires
Hakon Rypern Volldal CEO Tranche 1 377834 NOK 7.94 03.06.2018  03.06.2024
Tranche 2 269 881 NOK 11.12 03.06.2018  03.06.2024
Tranche 3 222255 NOK13.50 03.06.2018  03.06.2024

SHARE BASED OPTION PROGRAMME FOR LEADING EXECUTIVES - ESTABLISHED MAY 2017

The Parent company has implemented a five-year option program for leading Executives that is distributed upon three tranches (which
are vested over three years), and with a maximum number of share options of 2,500,000, where each tranche may be exercised two
years after it has been vested. No consideration will be paid for the share options. Tranche one of 604,578 options is exercisable in
the period from 1 October 2020 to 1 October 2023. Tranche two of 431,841 options is exercisable in the period from 1 October 2021
to 1 October 2023. Tranche three of 355,634 options is exercisable in the period from 1 October 2022 to 1 October 2023.The strike
price for the first tranche is calculated based on average volume weighted price for the Q-Free share in the month prior to the allocation
(that is NOK 8.52 per share). Strike price for the second tranche has a mark-up equivalent to 40 % (that is NOK 11.93 per share),
and 70 % (that is 14.48) for the third tranche. The agreements include clauses to limit the maximum profit. If the share price for one
Q-Free ASA share at the time of exercise of share options is higher than NOK 40 per share, the strike price shall be adjusted up with the
difference between the share price for one Q-Free ASA share for the above-mentioned time and NOK 40 per exercised share option.

There is a change with effect from 1 April 2019 in the share based option programme for leading executives. If a shareholder, company,
business or a group (as per definition in the Norwegian Securities Trading Act § 2-5) acquires control of more than two thirds of the stocks
and/or votes in the Company, and the Company is consequently delisted from Oslo Bgrs, each and all of outstanding options mature.
This entails that the leading executives can exercise each and all of his options in a period of 30 days from the date final decision of delisting
is made. If the options are not exercised within this period, the options expire without any form of compensation.

The Board had power to offer share options under this program to leading executives who previously has been awarded synthetic share
options under the program approved in 2015 (3.1), provided leading executives gave up their synthetic options. The synthetic share option

program ended 16 March 2019, hence this clause is no longer in force.

The market value of granted share options is TNOK 774, and the cumulative expense recognised per 31 December 2018 is TNOK 325
(2017: TNOK 65). The weighted average share price included in the calculation of market value is NOK 8.5 and the volatility is 17.6 %.

69 [/ Q-FREE ANNUAL REPORT 2018



ACCOUNTS

Specification of share option activity: 2018 2017
Granted share options 01.01 1392 053 -
Share options granted - 1392 053

Share options exercised - -
Share options expired/terminated - -
Granted share options 31.12 1392 053 1392 053
Vested share options 31.12 - -

The share options split for leading Executives as per 31.12.2018:

Name Position Tranche = Number of options  Strike price Agreement in force Expires
Tor Eirik Knutsen CFO Tranche 1 258216 NOK 8.52 02.10.2017  02.10.2023
Tranche 2 184440 NOK 11.93 02.10.2017  02.10.2023
Tranche 3 151892 NOK 14.48 02.10.2017  02.10.2023
Morten Andersson SVP AMERICAS Tranche 1 117371 NOK 8.52 02.10.2017  02.10.2023
Tranche 2 83836  NOK 11.93 02.10.2017  02.10.2023
Tranche 3 69042 NOK 14.48 02.10.2017  02.10.2023
Fredrik Nordh SVP EUROPE Tranche 1 228991 NOK 8.52 02.10.2017  02.10.2023
Tranche 2 163565 NOK 11.93 02.10.2017  02.10.2023
Tranche 3 134700 NOK 14.48 02.10.2017  02.10.2023

Per 1 April 2019 the Parent company has granted a total of 402,438 share options to Jan-Erik Sandberg, CTO, in accordance with
the incentive program for leading executives established in May 2017.

SHARE BASED OPTION PROGRAMME FOR THE CEO - ESTABLISHED MAY 2016 AND CANCELLED/
REPLACED MAY 2018

The Parent company had implemented a five-year option program for the CEQ that is distributed upon three tranches (which are vested
over three years), and with a maximum number of share options of 630,828, where each tranche may be exercised two years after it has
been vested. Each option gives the right to acquire one share in Q-Free at given strike price. Tranche one of 273,973 options is exercisable
in the period from 1 August 2019 to 1 August 2022. Tranche two of 195,695 options is exercisable in the period from 1 August 2020 to
1 August 2022. Tranche three of 161,160 options is exercisable in the period from 1 August 2021 to 1 August 2022. The strike price for
each tranche shall be based upon the closing price for shares in Q-Free ASA on April 20, 2016 for the first tranche (that is, NOK 10.95
per share), and a mark-up equivalent to 40 % (that is, NOK 15.33 per share) for the second tranche and 70 % (that is, NOK 18.62 per
share) for the third tranche. The agreement includes clauses to limit the maximum profit. For each tranche, if Q-Free’s share price exceeds
NOK 40 at the time of exercise, the strike price is adjusted upwards equal to the difference between the price of one Q-Free share at the time
of exercise and NOK 40 per exercised option. If a shareholder, company, business or a group (as per definition in the Norwegian Securities
Trading Act § 2-5) acquires control of more than two thirds of the stocks and/or votes in the Company, and the Company is consequently
delisted from Oslo Bgrs, each and all of outstanding options mature. This entails that the CEO can exercise each and all of his options in
a period of 30 days from the date final decision of delisting is made. If the options are not exercised within this period, the options expire
without any form of compensation.

The market value of granted share options is TNOK 68, and the cumulative expense recognised per 31 December 2018 is TNOK 57 (2017:
TNOK 34). The weighted average share price included in the calculation of market value is NOK 9.5 and the volatility is 17.6 %.

Specification of share option activity: 2018 2017
Granted share options 01.01 630 628 630 628
Share options granted - -

Share options exercised - -
Share options expired/terminated -630 628 -
Granted share options 31.12 - 630 628
Vested share options 31.12 - -
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The share option split for the CEO under the cancelled program:

Name Position Tranche = Number of options  Strike price Agreement in force Expires
Hakon Rypern Volldal CEO Tranche 1 273973 NOK10.95 01.08.2016  03.06.2018
Tranche 2 195695 NOK 15.33 01.08.2016  03.06.2018
Tranche 3 161160 NOK 18.62 01.08.2016  03.06.2018

SYNTHETIC BASED OPTION PROGRAMME - ESTABLISHED MAY 2015
AND EXPIRED 16 MARCH 2019

The General meeting in May 2015 approved and granted the Board a right to enter into agreements for synthetic options with leading
employees and key personnel to complete an incentive program with a maximal duration of four years. The agreements under this program
were in force from 2015, and the program was then closed for further grants.

Key employees participating in the synthetic-based employee incentive scheme was allocated a respective amount of options, divided into
three periods of maturity. For the synthetic program, three vesting and exercise periods applies. Tranche one is vested upon and exercisable
within 30 days after the reporting of Q4/2016. Corresponding vesting and exercise periods for tranche two and three is upon and after the
reporting of Q4/2017 and Q4/2018, respectively.

The strike price for the options is the volume-weighted average market price for the Q-Free share in the month prior to the allocation.
The strike price per share is NOK 13.07 for the whole programme. The employee’s right to exercise the options shall, unless the Board in
the specific instance decides otherwise, be divided into three tranches. Each tranche has its own maturity date. The employee may exercise
the options within a 30-day time window in each such period, where the payment to the employee shall be the positive difference between
the Strike price and the volume weighted average market price for the Q-Free ASA share in the relevant 30-day time window. Each synthetic
option not exercised during tranche one and two may be allocated towards tranche two and three, respectively.

The Board can limit the sum of payment to two (2) times the fixed yearly salary at the time when this limit (maximum payout) is met.

Specification of syntetic share option activity: 2018 2017
Granted synthetic options 01.01 280 000 600 000
Syntetic share options granted - -

Syntetic share options exercised = -

Syntetic share options expired/terminated - 320 000
Granted syntetic share options 31.12 280 000 280 000
Vested syntetic share options 31.12 186 667 93 333

The syntetic share options split for management as per 31.12.2018:

Name Position Number of options  Strike price Agreement in force Expires
Per Fredrik Ecker SVP APMEA 70000 NOK13.07 01.07.2015 30 days after
Q4-2018

presentation

The deviation of granted synthetic share options as per 31.12.2018 and management number of granted syntetic share options a per
31.12.2018 is due to organisational changes and exchange of incentive program during the program.

The fair value of the liability of the syntetic share options was measured as at the reporting date 31.12.18 and there was no cost recognition.
The shareprice was NOK 7.70 as at 31.12.18 and with a strike price on 13.07 management has assessed the potential for exercise
to be insignificant.

The fair value of the liability of the syntetic share options was measured as at the reporting date 31.12.17 and there was no cost recognition.

The shareprice was NOK 8.05 as at 31.12.17 and with a strike price on 13.07 management has assessed the potential for exercise
to be insignificant.
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Note 14 / Goodwill

In accordance with IAS 36, goodwill is reviewed at least annually for impairment and, in addition, whenever impairment indicators are
determined to be present. Management has elected to perform the annual impairment test of goodwill in the fourth quarter. The carrying
amount is not recoverable if it exceeds the higher of the asset's or cash generating unit's fair value less costs to sell or the value in use.
An impairment loss is recognized in the amount that the carrying value exceeds its recoverable amount.
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