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3.2.7 Covenant Strength of Tenants

NAI apollo did not obtain information on the covenant strength of tenants. The valuer assumed normal
covenant strength as well as regular payment behaviour.

3.2.8 Pending Litigation and Legal Restrictions

It was assumed that the properties are free from any pending litigation and that no value-affecting public-
law or private-law restrictions existed in regards to the properties.

3.2.9 Insurance

NAI apollo assumed that the subject of valuation was covered by a valid and adequate insurance policy.

3.2.10 Assumptions on the Future

NAI apollo assumed

4 Valuation Parameters

The market rent is based partly on recent lettings of comparable properties (if available). These
transactions must be interpreted with care, however, as in the current market the incentives (such as
rent-free periods, a contribution to the fitting-out costs and other financial concessions) are part of the
rent actually agreed. Because these incentives are seldom if ever stated in most publications on
transactions that have taken place, sufficient evidence on their effect on the published transactions is
lacking.

For some types of properties such as hotels, for example, a market rent level can be estimated by usual
operating parameters (for instance average occupancy rate, average room rate, other revenues and
costs, a usual ratio of rent payments to turnover etc.). The estimated market rent is therefore a
combination of (published) letting transactions as well as other sources of information and the valuer’s
feel for the market.

The rental growth in the valuation is estimated between 1.0 % and 1.5 % p.a..

The general maintenance indication is based on a visual inspection of the exterior and directly visible
state of repair and must be seen in relation to the age of the property. It is not an indication of state of
repair and is therefore explicitly not a building survey. Broadly speaking the age of the parts of the
property not mentioned is reflected in the value assessment. The deficiencies as ascertained in the
inspection have been taken into consideration in the valuation, but this does not guarantee that there are
no further deficiencies to the property.

In the valuation of the subject properties maintenance costs range from € 8.00 per sgm of lettable area
p.a. to € 12.25 per sgm p.a..

The valuation considers the annual ownership costs such as management fees, operating costs and
others, are in line with those of similar buildings of similar locations. In the valuation generally known
standard figures are used.

In the valuation of the subject properties management fees range from 1.00% of the Potential Gross
Rent to 3.00%.
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In the valuation of the subject properties ground tax payments and insurance costs are assumed as a
percentage of the Potential Gross Rent (2.50% and 0.50% respectively).

Other Costs include all other non-recoverable costs in connection with the operation of the subject
properties (and leasehold payments where applicable). In the valuation of the subject properties Other
Costs ranging from 2.0% to 23.0% of the Potential Gross Rent are assumed.

The inflation estimation in the valuation is derived from a historical average. It amounts to 1.4% p.a..

The weighted average percentage of the cap rate in the valuation is 7.1%.

Assumed costs for tenant improvements depend on the several aspects such as, for instance, the nature
and quality of the lettable spaces, other assumed lease clauses and terms and the negotiating power of
tenants.

In the valuation of the subject properties Capex measures of € 2,681,000 are assumed.

The valuation considers auxiliary purchase costs as a percentage of the Market Value. These costs

include the legal fees for sale and the tax and land register fees, if applicable. In Germany, the land
transfer tax is set by the Federal States. The current rates vary between 3.50% and 6.50%:

Federal State Tax on
acquisition

Baden-Wurttemberg 5.00%
Bavaria 3.50%
Berlin 6.00%
Brandenburg 6.50%
Bremen 5.00%
Hamburg 4.50%
Hesse 6.00%
Lower Saxony 5.00%
Mecklenburg-Western Pom 5.00%
North Rhine-Westphalia 6.50%
Rhineland Palatinate 5.00%
Saarland 6.50%
Saxony 3.50%
Saxony-Anhalt 5.00%
Schleswig-Holstein 6.50%
Thuringia 6.50%
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5 Valuation Results

The valuation has been prepared in accordance with the RICS Valuation — Professional Standards 2014
(9™ edition) published by the Royal Institution of Chartered Surveyors as well as the TEGoVA European
Valuation Standards (EVS 2012 — 7" edition) and in accordance with IVSC International Valuation
Standards 2013 (10™ edition) on the basis of Market Value.

The valuation result is rounded and represents a net figure, i.e. a deduction of € 23,836,482 (6.6 %) has
been made for land transfer tax, legal costs, and broker’s commission normally incurred by the
purchaser.

NAI apollo is of the opinion that the Market Value of the property, subject to the assumptions, special
assumptions, caveats and comments contained within the full valuation reports, as per the respective
date of valuation was:

€ 360,360,000
(three hundred sixty million three hundred and sixty thousand Euro)

The above cumulated Market Value equals the sum of the Market Values of all individual assets. No
portfolio premium or discount was applied.

Frankfurt, 29.05.2017

Stefan Mergen Nico Schultz MRICS | CIS HypZert (F)
Managing Partner Director - Valuation
apollo valuation & research GmbH apollo valuation & research GmbH
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Ml Netherlands

Commercial Real Estate Services, Worldwide.

Amsterdam, 29. May 2017

The Netherlands

R&B Real Estae B.V. (hereafter "NAI Netherlands") was appointed as an independent valuer by
Camelbay Real Estate Ltd , a subsidiary of Aroundtown Property Holdings Plc., to estimate the Market
Value of the property listed in section 2 of this report (hereafter: "the property") in accordance with the
RICS Valuation — Professional Standards 2014 (9" edition) published by the Royal Institution of Chartered
Surveyors as well as the TEGoVA European Valuation Standards (EVS 2016 — 8" edition) and the IVSC
International Valuation Standards 2013 (10" edition).

This valuation report shall summarize the terms of engagement, the applied methodology, relevant
(special) assumptions as well as the valuation results.

1 Terms of Engagement

1.1 Addressee

Aroundtown Property Holdings Plc.
Artemidos & Nikou Dimitriou, 54 B
6027, Larnaca, Cyprus

as well as its subsidiaries.

(hereafter: "the Addressee")

1.2 Valuer

R&B Real Estate B.V.
Concertgebouwplein 15
1071 LL Amsterdam
The Netherlands

(hereafter "NAI Netherlands")

1.3 Scope of Instruction

NAI Netherlands was appointed as an independent valuer by the Addressee or one of its subsidiaries
(together referred to as "the Addressee" in this report) to estimate the Market Value of the properties
listed in section 2 of this report in accordance with the RICS Valuation — Professional Standards 2014 (9™
edition) published by the Royal Institution of Chartered Surveyors as well as the TEGoVA European
Valuation Standards (EVS 2016 — 8™ edition) and the IVSC International Valuation Standards 2013 (10"
edition).

In VPS 4, section 1.2, the RICS Red Book 2014 adopts the following definition of the Market Value set
by the International Valuation Standards Council (IVSC):
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The estimated amount for which an asset or lability should exchange on the valuation date
between a willing buyer and a willing seller in an arm’s length transaction, after proper marketing
and where the parties had each acted knowledgeably, prudently and without compulsion.

1.4 Purpose of Valuation

As per the valuation instructions signed by the Addressee, the valuation of the subject properties was
carried out to estimate the Market Value of the assets for the purposes mentioned in 1.6 of the
condensed summary report.

1.5 Date and Extent of Inspection

All properties were inspected internally and externally within a reasonable period.

The site inspections were deemed adequate in order to enable the valuer to get a sound understanding
of the physical attributes of the properties and the respective micro locations. Due to the size of the
assets, not all rooms could be inspected. It is assumed that the spaces that were not inspected are in a
similar condition to those that were inspected, if no contrary information was provided to NAI
Netherlands.

The following table shows the breakdown of the inspections/re-inspections per year:

Year of Net Rental
inspection Income (share)

2016 84,5%
2017 15,5%
Total 100,00%

100.0 % of the property units have been inspected within the last 24 months.
1.6 Valuation Date
The properties’ values are stated as per 15.02.2017.

NAI Netherlands has not been engaged to update the valuations for the purpose of this Prospectus, has
no obligation to do so and has not updated the valuations after these valuation dates.

The client confirmed to NAI Netherlands that no material changes to the physical attributes of the

properties, or the nature of their location that might have occurred between the valuation dates and the
publication of this valuation report have been occurred.

1.7 Date of the Report
This report was issued on 29.05.2017.

356 / D-85



Ml Netherlands

Commercial Real Estate Services, Worldwide.

1.8 Quialifications

In compliance with VPS 3, section 7 of the RICS Red Book 2014, we hereby certify that the project team
has sufficient current local and national knowledge of the Dutch real estate market, and the skills and
understanding necessary, to undertake the valuation competently.

1.9 Independence and Objectivity

We herewith confirm that we are not aware of any potential conflicts of interest regarding this valuation
assignment. We act independently and with objective scrutiny. We further confirm that we do not benefit
from this valuation instruction in any other way than by receiving the agreed valuation fee.

Furthermore, we confirm that NAI Netherlands has acted as an independent valuer according to the
definition of ESMA guidelines (ESMA — European Securities and Market Authority) update of the CESR
recommendations — The consistent Implementation of Commission Regulations (EC) No 809/2004
Implementing the prospective Directive, dated 20 March 2013.

1.10 Sources of Information

NAI Netherlands was mainly provided with the following information:
— lease agreements for all properties

— land register excerpt for all properties

— cadastral information for all properties

— summary provided for all leasehold properties

— portfolio asset list

— rentrolls

— technical due diligence report

— floor plans

Further information was not available as at the date of valuation. In case updated information is provided
to us, we reserve the right to revise the valuation.

1.11 Value-added Tax

All figures relating to Market Values and market rents are stated as net figures and therefore do not
include VAT.

1.12 Currency

All prices and values in this report are displayed in Euro (€).

1.13 Applicable Law and Place of Jurisdiction

For the instruction, its execution and any claims arising thereunder the Dutch law. The place of
jurisdiction is Amsterdam.
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2 Subject of Valuation

2.1 Ownership Structure

According to the information provided by the Addressee, the subject properties are owned by the client
or its entitled subsidiaries (majority in full ownership, minority in part-ownership).

2.2 Geographical Distribution

The properties are over 75% of the market value related to properties located in Amsterdam.

2.3 Lettable Areas and Vacancies

The properties combined for a lettable area of 98,698 sqm, which were completely attributable to office
spaces. At the date of valuation, the in-place vacancy rate amounted to 5.5%.

Analysis Areas by Building Age:

66,0%

MW before 1950 M 1950 to 1959 W 1960 to 1969 W 1970 to 1979

= 1980 to 1989 m 1990 to 1999 M after 1999

2.4 Income Analysis
At the initial date of valuation, the properties generated a current rent of € 17,138,286 p.a.

2.5 Leasehold Properties

In the portfolio, the annual leasehold payments of the properties held in leasehold are bought out until the
applied review date (between 2040 and 2055) of the individual property. The share of leasehold spaces
equalled approx. 45 % of the total lettable area of all properties.
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3 Methodology and Assumptions

3.1 Valuation Methodology

NAI Netherlands used a Discounted Cash Flow (DCF) model to estimate the Market Value of the subject
portfolio, using a standard NAI Netherlands valuation model in Excel.

3.2 Assumptions

The RICS Red Book 2014 defines the term ‘Assumption’ in VPS4, section 2 as follows:
An Assumption — as defined in the IVS — /s made where it is reasonable for the valuer to accept
that something is true without the need for specific investigation or verification.
It will almost always be necessary to couple a basis of value with appropriate Assumptions or
Special Assumptions that describe the assumed status or condition of the property or asset at the
Valuation Date.

For the purpose of this valuation, NAI Netherlands made several plausible assumptions. In case any of
these assumptions turns out to be incorrect, the valuation might need to be revised accordingly.

3.2.1 Legal Situation

NAI Netherlands assumed that all relevant documents regarding the legal situation of the properties were
provided completely and correctly. The legal situation was analysed based on the provided documents
and if value-influencing encumbrances were detected, their impact was reflected in the valuation. In case
of missing information, we assumed the absence of value-affecting entries in the public registers.

3.2.2 Building Defects and Damages

The instruction did not include a structural survey or an examination of building defects or damages. No
destructive examinations or functional tests of technical installations (especially sanitary, electrical, and
heating installations) were conducted. If not explicitly stated otherwise, NAI Netherlands assumed their
proper functionality. Therefore, defects and damages were accounted for insofar as they could be
unequivocally identified as such in a non-destructive and purely visual inspection. The effects of
potentially existing defects and damages on the value of a property were therefore only accounted for as
a lump sum. NAI Netherlands makes no claim to completeness regarding its findings. Allowances made
for detected building defects and damages therefore do not automatically exclude the existence of
further defects and damages. Insofar, reports and analyses delivered by NAI Netherlands shall not be
construed as technical due diligence.

3.2.3 Measurement

NAI Netherlands was not instructed to perform a measurement of spaces. Information regarding spaces
and units provided by the Addressee was roughly verified for plausibility during the inspection.

3.2.4 Pests, Pollutants and Contamination

No examinations were carried out regarding contaminations as well as regarding the infestation by
animal and plant pests as well as deleterious materials which might limit the permanent usability of a
property or which might potentially pose a threat to third parties or the environment. Unless information

356 / D-88



Ml Netherlands

Commercial Real Estate Services, Worldwide.

to the contrary was brought to NAI Netherlands attention, it was be assumed that no contaminations or
pests exist.

3.2.5 Ground Condition

NAI Netherlands did not conduct archaeological or geotechnical ground examinations. The valuer
assumed ground conditions as typical to the location as far as these were reflected in comparison prices
and standard land values. In case a soil survey produces results that vary from NAI Netherlands
assumptions, their effect needs to be accounted for separately. If not explicitly stated otherwise, NAI
Netherlands assumed regular soil with normal load-bearing capacity.

3.2.6 Building Regulations

NAI Netherlands was not instructed to evaluate the compliance with fire prevention regulations. The
instruction did further not include an examination of the conformity of the existing or planned building
structure with local construction law. All analyses and estimations were carried out based on the
completed development. The existence of a building permit and the accordance of the completed
development with the provided floor plans, the building permit, the building regulations, and the binding
urban development planning were not checked. NAI Netherlands assumed material legality of the
existing building structure and usages.

3.2.7 Covenant Strength of Tenants

NAI Netherlands did not obtain information on the covenant strength of tenants. The valuer assumed
normal covenant strength as well as regular payment behaviour.

3.2.8 Pending Litigation and Legal Restrictions

It was assumed that the properties are free from any pending litigation and that no value-affecting public-
law or private-law restrictions existed in regards to the properties.

3.2.9 Insurance

NAI Netherlands assumed that the subject of valuation was covered by a valid and adequate insurance
policy.

3.2.10 Assumptions on the Future

NAI Netherlands assumed that the existing business will continue for the remainder of the property’s
useful life or period under analysis (‘going concern’) in regards to the type and the extent of the use).
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4 Valuation Parameters

The market rent which has been determined is based partly on recent transactions at more or less
comparable locations and concerning more or less comparable properties. These transactions must be
interpreted with care, however, as in the current market the incentives (such as rent-free periods, a
contribution to the fitting-out costs and other financial concessions) are part of the rent actually agreed.
Because these incentives are seldom if ever stated in most publications on transactions that have taken
place, sufficient evidence on their effect on the published transactions is lacking. The estimated market
rent is therefore always a combination of (published) transactions that have taken place and the valuer’s
feel for the market.

The rental growth in the valuation is between 0.5 % and 0.9 % of inflation.

The general maintenance indication is based on a visual inspection of the exterior and directly visible
state of repair and must be seen in relation to the age of the property. It is not an indication of state of
repair and is therefore explicitly not a building survey. Broadly speaking the age of the parts of the
property not mentioned is reflected in the value assessment. The deficiencies as ascertained in the
inspection have been taken into consideration in the valuation, but this does not guarantee that there are
no further deficiencies to the property.

The valuation considers the annual ownership costs such as management fees, operating costs and
others, are in line with those of similar buildings of similar locations. In the valuation generally known
standard figures is used.

The inflation in the valuation is derived from the consensus forecast (10 October 2016). The average
inflation over a period of ten years in the valuation is 1.74%.

The weighted average percentage of the cap rate in the valuation is 7.7%.
The valuation considers auxiliary purchase costs as a percentage of the Market Value. These costs

include the legal fees for sale and the tax and land register fees, if applicable. In the Netherlands the
transfer tax is 6.0%
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5 Valuation Results

The valuation has been prepared in accordance with the RICS Valuation — Professional Standards 2014
(9™ edition) published by the Royal Institution of Chartered Surveyors as well as the TEGoVA European
Valuation Standards (EVS 2016 — 8" edition) and in accordance with IVSC International Valuation
Standards 2013 (10™ edition) on the basis of Market Value.

The valuation result is rounded and represents a net figure, i.e. a deduction of € 14,570,160 (6.1%) has
been made for land transfer tax, and legal costs normally incurred by the purchaser.

NAI Netherlands is of the opinion that the Market Value of the properties, subject to the assumptions,
special assumptions, caveats and comments contained within this valuation report, as per the respective
date of valuation was:

€ 238,725,000
(two hundred thirty-eight million seven hundred twenty-five thousand Euro)

The above cumulated Market Value equals the sum of the Market Values of all individual assets. No
portfolio premium or discount was applied.

Amsterdam, 29.05.2017

H.C. van Wamel LLM MRCS CIS HypZert (MLV) C. Schekkerman MSRE MRICS
Director - Valuation Director - Valuation
R&B Real Estae B.V. R&B Real Estae B.V.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

CONSOLIDATED

STATEMENT OF
COMPREHENSIVE

INCOME

For the year ended December 3],

2016 2015
Note In thousands of euro

REVENUE 273,699 125,162
Capital gains, property revaluations and other income 5 719,517 814,511
Share in profit from investment in equity-accounted investees 13 197,064 134,138
Property operating expenses (75,353) (*) (28,529)
Administrative and other expenses 7 (7,921) (*) (4,287)
OPERATING PROFIT 1,107,006 1,040,995
Finance expenses 8a (47,408) (20,466)
Other financial results 8b (35,883) 7,869
PROFIT BEFORE TAX 1,023,715 1,028,398
Current tax expenses 9b (19910 (9,264)
Deferred tax expenses 9c (102,71 (98,380)
Tax and deferred tax expenses (122,621) (107,644)
PROFIT FOR THE YEAR 901,094 920,754
Other comprehensive income for the year, net of tax - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 901,094 920,754

(*) Reclassified.

-357/F-2 -

F-2  The accompanying notes on pages F-10 to F-40 form an integral part of these consolidated financial statements



For the year ended December 3],

2016 2015

Note In thousands of euro
PROFIT ATTRIBUTABLE TO:
Owners of the Company 728,209 686,892
Perpetual notes investors 3,699 -
Non-controlling interests 169,186 233,862
PROFIT FOR THE YEAR 901,094 920,754
NET EARNINGS PER SHARE ATTRIBUTABLE TO THE OWNERS OF THE
COMPANY (IN EURO)
Basic earnings per share 10 m 126
Diluted earnings per share 10 0.87 1.01
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED
STATEMENT

OF FINANCIAL
POSITION

As at December 3],

2016 2015
Note In thousands of euro

ASSETS

Equipment and intangible assets il 22,799 5123
Investment property 12 5,016,235 2,430,595
Advanced payments for investment property 243,515 51,490
Investment in equity-accounted investees 13 1,557,044 1183148
Other non-current assets 14 133,809 335,741
Deferred tax assets 9c 15,503 1,505
NON-CURRENT ASSETS 6,988,905 4,007,602
Cash and cash equivalents 641,400 121,243
Short term deposits 1,225 4,213
Traded securities at fair value through profit or loss 24 180,810 261,527
Trade and other receivables 15 m.293 45,562
Assets held for sale 16 155,319 -
CURRENT ASSETS 1,100,047 432,545
TOTAL ASSETS 8,088,952 4,440,147
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As at December 3],

2016 2015
Note In thousands of euro

EQUITY
Share capital 17 6,763 6,001
Retained earnings and capital reserves 3,083,400 2,099,408
EQUITY ATTRIBUTABLE TO THE OWNERS OF THE COMPANY 3,090,163 2,105,409
Equity attributable to Perpetual notes investors 17 478,277 -
EQUITY ATTRIBUTABLE TO THE OWNERS OF THE COMPANY AND
PERPETUAL NOTES INVESTORS 3,568,440 2,105,409
Non-controlling interests 372,640 320,03
TOTAL EQUITY 3,941,080 2,425,512
LIABILITIES
Loans and borrowings 19 962,007 515913
Convertible bonds 19 708,686 817,721
Straight Bonds 19 1,713,965 187,923
Derivative financial instruments 20 6,896 3,590
Other non-current liabilities 21 41,547 62,436
Deferred tax liabilities 9c 365,932 185,774
NON-CURRENT LIABILITIES 3,799,033 1,773,357
Credit from financial institutions 130,466 36,134
Loans and borrowings 19 29499 (*)15,142
Loan redemption and notes - (*) 78,150
Trade and other payables 23 107,721 95971
Tax payable 6,741 2,674
Provisions for other liabilities and charges 27,875 13,207
Liabilities held for sale 16 46,537 -
CURRENT LIABILITIES 348,839 241,278
TOTAL LIABILITIES 4,147,872 2,014,635
TOTAL EQUITY AND LIABILITIES 8,088,952 4,440,147

(*) Reclassified

On March 30, 2017 the Board of Directors of Aroundtown Property Holdings PLC authorised these consolidated financial statements for issuance.

?

Reshef Ish-Gur
Director

/ /

Jele’r':a Afxe:ntiou
Director

N W

Andrew Wallis
Director

2 Al

Oschrie Massatschi

Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CONSOLIDATED
STATEMENT OF
CHANGES IN
EQUITY

- 357/F-6 -
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Attributable to the owners of the Company

Equity at-
tributable to
Share Equity owners of
Premium attributable the Compa-
and other to Perpet-  ny and Per- Non-
capital Retained ual notes  petual notes  controlling
Share capital  reserves earnings Total investors investors interests  Total equity
In thousands of euro

BALANCE AS AT
DECEMBER 31, 2015 6,001 332,750 1,766,658 2,105,409 - 2,105,409 320,103 2,425,512
Profit for the year - - 728,209 728,209 3,699 731,908 169,186 901,094
Other comprehensive income
for the year - - - - - - - -
TOTAL COMPREHENSIVE
INCOME FOR THE YEAR - - 728,209 728,209 3,699 731,908 169,186 901,094
Issuance of ordinary shares
related to capital increase 650 262,015 - 262,665 - 262,665 - 262,665
Issuance of shares related to
conversion of convertible bonds 2 36,339 - 36,451 - 36,451 - 36,451
Issuance of Perpetual notes - - - - 478,277 478,277 - 478,277
Amount attributed to Perpetual
notes investors - - - - (3,699) (3,699) - (3,699)
Equity settled share based
payment - 2110 - 2110 - 2110 - 2110
Dividend distribution - - (34,490) (34,490) - (34,490) - (34,490)
Non-controlling interests arising
from initially consolidated com-
panies and other transactions - - (10,191) (10,191) - (10,191) (n6,649) (126,840)
BALANCE AS AT
DECEMBER 31, 2016 6,763 633,214 2,450,186 3,090,163 478,277 3,568,440 372,640 3,941,080
BALANCE AS AT
DECEMBER 31, 2014 38 7,416 1,106,115 1,113,569 - 1,113,569 108,092 1,221,661
Profit for the year - - 686,892 686,892 - 686,892 233,862 920,754
Other comprehensive income for
the year - - - - - - - -
TOTAL COMPREHENSIVE
INCOME FOR THE YEAR - - 686,892 686,892 - 686,892 233,862 920,754
Issuance of ordinary shares 4,962 - - 4962 - 4962 - 4,962
Issuance of ordinary shares relat-
ed to capital increase 1,000 313,768 - 314,768 - 314,768 - 314,768
Issuance of shares related to con-
version of convertible bonds 1 461 - 462 - 462 - 462

Equity component of convertible
bonds issued - 11,105 - 11,105 - 11,105 489 11,594

Non-controlling interests arising
from initially consolidated

companies and other transactions - - (26,349) (26,349) - (26,349) (%) (22,340)  (*) (48,689)
BALANCE AS AT
DECEMBER 31, 2015 6,001 332,750 1,766,658 2,105,409 - 2,105,409 320,103 2,425,512

(*) Reclassified
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CONSOLIDATED STATEMENT OF CASH FLOWS

CONSOLIDATED
STATEMENT OF
CASH FLOWS

For the year ended December 3],

2016 2015
Note In thousands of euro
CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year 901,094 920,754
Adjustments for the profit:
Depreciation and amortization 1 2,006 377
Capital gains, property revaluations and other income 5 (719,517) (814,51)
Share in profit from investment in equity-accounted investees 13 (197,064) (134,138)
Finance expenses, net 8 83,291 12,597
Tax and deferred tax expenses 9 122,621 107,644
Equity settled share-based payment 18 2,110 -
194,541 92,723
Change in:
Trade and other receivables (19,093) (27,359)
Trade and other payables 1,816 23,517
Provisions for other liabilities and charges (871) 6,355
176,393 95,236
Dividend received 17,948 7445
Tax paid, net (15,537) (8,376)
NET CASH PROVIDED BY OPERATING ACTIVITIES 178,804 94,305
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of equipment and intangible assets, net (6,653) (957)
Investments and acquisitions of investment property, capex and advances paid, net (1,050,803) (776,436)
Acquisition/disposals of investees, net of cash acquired/disposed (994,129) (386,297)
Proceeds (investment) from (in) traded securities and other financial assets, net 151,306 (255,035)
NET CASH USED IN INVESTING ACTIVITIES (1,900,279) (1,418,725)
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For the year ended December 31,

2016 2015
Note In thousands of euro

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of ordinary shares 262,665 319,731
Proceeds from issuance of straight and convertible bonds, net 19 1,669,995 856,190
Proceeds from Perpetual notes investors, net 478,277 -
Proceeds from loans from financial institutions and others, net 301,086 383,898
Amortizations of loans from financial institutions (18,503) (9,812)
Acquisition of straight bond series A 19 (166,478) -
Transactions with non-controlling interests (203,93¢) (n2,578)
Dividend distributed to the shareholders (34,490) -
Interest and other financial expenses, net (44,606) (19,760)
NET CASH PROVIDED BY FINANCING ACTIVITIES 2,244,010 1,417,669
NET CHANGE IN CASH AND CASH EQUIVALENTS 522,535 93,249
Assets held for sale — cash 16 (2,378) -
Cash and cash equivalents as at January 1 121,243 27,994
CASH AND CASH EQUIVALENTS AS AT DECEMBER 31 641,400 121,243
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE
CONSOLIDATED
FINANCIAL
STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016

1. GENERAL

(A) INCORPORATION AND PRINCIPAL
ACTIVITIES

Aroundtown Property Holdings PLC (“the Company”) was incorporated
on May 7, 2004 as a private limited liability company under the Cyprus
Companies Law, Cap. 113. Its Registered Office is at Artemidos & Nikou
Dimitriou, 54 B, 6027, Larnaca, Cyprus.

These consolidated financial statements for the year ended December
31, 2016 consist of the financial statements of the Company and its sub-
sidiaries (“the Group” or “Aroundtown”).

The Group is a specialist real estate investment group, focusing primarily
in the German and Netherlands real estate markets. The Group covers
commercial and residential real estate assets which benefit from strong
fundamentals and growth prospects. The commercial properties are held
directly by the Company and its subsidiaries and the residential invest-
ments are carried out through its holdings in Grand City Properties S.A.
The Group’s vision is to create significant value by buying, repositioning
and optimizing real estate properties.

(B) LISTING ON THE STOCK EXCHANGE

On July 13, 2015, the Company was initially listed on the Euronext Paris
Stock Exchange (symbol: ALATP). During 2015 it was listed on the Frankfurt
Stock Exchange (symbol: ATI). For further information please see note 27.

(C) CAPITAL AND BONDS INCREASES

Since December 2014 the Company made several capital market trans-
actions which include issuance of straight bonds, convertible bonds,
perpetual notes and equity. For further information please see notes
17 and 19.

(D) GROUP RATING

On June 16 2016, S&P revised its credit rating of the company to ‘BBB’ with
stable outlook from its initial rating of ‘BBB-* given in December 2015. The
rating increase also applies to the company’s straight and convertible
bonds. The perpetual notes have rating of BB+.

(E) DEFINITIONS

Throughout these notes to the interim financial statements:

THE COMPANY Aroundtown Property Holdings PLC

THE GROUP The Company and its investees

SUBSIDIARIES Companies that are controlled by the Company
(as defined in IFRS 10) and whose financial
statements are consolidated with those of the

Company

ASSOCIATES Companies over which the Company has
significant influence (as defined in 1AS 28)
and that are not subsidiaries. The Company’s
investment therein is included in the
consolidated financial statements of the

Company using equity method of accounting

INVESTEES Subsidiaries, jointly controlled entities and

associates

GCP S.A. Grand City Properties S.A. (an associate of the

Company)

PCI, CAMELBAY, ATF  Primecity Investment PLC, Camelbay Limited
and ATF Netherlands BV (subsidiaries of the

Company)
RELATED PARTIES As defined in IAS 24

THE REPORTING
PERIOD

The year ended on December 31, 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF PREPARATION
A. STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accord-
ance with International Financial Reporting Standards as adopted by the
European Union (IFRS).

Certain consolidated statement of comprehensive income, consolidat-
ed statement of financial position and consolidated statement of cash
flows’ items related to the year ended December 31, 2015 have been
reclassified to enhance comparability with 2016 figures and are marked
as “reclassified”.

These consolidated financial statements were authorized for issuance by
the Company’s Board of Directors on March 30, 2016.

B. BASIS OF MEASUREMENT

The consolidated financial statements have been prepared on a going
concern basis, applying the historical cost convention, except for the
measurement of the following:

— Traded securities at fair value through profit or loss;
— Investment properties are measured at fair value;
— Investments in equity accounted investees;

— Derivative financial instruments;

— Assets and liabilities classified as held for sale;

— Deferred tax assets and liabilities.

C. USE OF ESTIMATES AND JUDGMENTS

The preparation of consolidated financial statements in accordance with
IFRS requires from Management the exercise of judgment, to make es-
timates and assumptions that influence the application of accounting
principles and the related amounts of assets and liabilities, income and
expenses. The estimates and underlying assumptions are based on his-
torical experience and various other factors that are deemed to be rea-
sonable based on current knowledge available at that time. Actual results
may deviate from such estimates.

The estimates and underlying assumptions are revised on a regular basis.
Revisions in accounting estimates are recognized in the period during
which the estimate is revised, if the estimate affects only that period, or
in the period of the revision and future periods, if the revision affects
the present as well as future periods.

In particular, information about significant areas of estimation, uncer-
tainty and critical judgments in applying accounting policies that have
the most significant effect on the amount recognized in the financial
statements are described below:

FAIR VALUE OF INVESTMENT PROPERTY

The Group uses external valuation reports issued by independent pro-
fessionally qualified valuers to determine the fair value of its investment
properties. Changes in their fair value are recognized in consolidated
statement of comprehensive income.

The fair value measurement of investment property requires valuation
experts and the Company’s management to use certain assumptions re-
garding rates of return on the Group’s assets, future rent, occupancy
rates, contract renewal terms, the probability of leasing vacant areas, asset
operating expenses, the tenants’ financial stability and the implications
of any investments made for future development purposes in order to
assess the future expected cash flows from the assets. Any change in
the assumptions used to measure the investment property could affect
its fair value.

IMPAIRMENT OF INVESTMENTS IN ASSOCIATES

The Group periodically evaluates the recoverability of investments in
associates whenever indicators of impairment are present. Indicators of
impairment include such items as declines in revenues, earnings or cash
flows or material adverse changes in the economic or political stability
of a particular country, which may indicate that the carrying amount
of an asset is not recoverable. If facts and circumstances indicate that
investment in associates may be impaired, the estimated future undis-
counted cash flows associated with these subsidiaries/associates would
be compared to their carrying amounts to determine if a write down to
fair value is necessary.
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TAX AND DEFERRED TAX EXPENSES

Significant judgment is required in determining the provision for income
taxes. There are transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business. The
Group recognizes liabilities for anticipated tax audit issues based on es-
timates of whether additional taxes will be due. Where the final tax out-
come of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.

IMPAIRMENT OF INTANGIBLE ASSET

Intangible assets are initially recorded at acquisition cost and are amor-
tized on a straight line basis over their useful economic life. Intangible
assets that are acquired through a business combination are initially re-
corded at fair value at the date of acquisition. Intangible assets with an
indefinite useful life are reviewed for impairment at least once per year.
The impairment test is performed using the discounted cash flows ex-
pected to be generated through the use of the intangible assets, using a
discount rate that reflects the current market estimations and the risks
associated with the asset. When it is impractical to estimate the recov-
erable amount of an asset, the Group estimates the recoverable amount
of the cash generating unit in which the asset belongs to.

IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an estimation of the
value in use of the cash generating units of the Group on which the
goodwill has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from the
cash generating units using a suitable discount rate in order to calculate
present value.

LEGAL CLAIMS

In estimating the likelihood of outcome of legal claims filed against the
Company and its investees, the Group relies on the opinion of their legal
counsel. These estimates are based on the legal counsel’s best profession-
al judgment, taking into account the stage of proceedings and historical
legal precedents in respect of the different issues. Since the outcome
of the claims will be determined in courts, the results could differ from
these estimates.

PROVISIONS

Provisions are recognized when the Group has a present legal or con-
structive obligation as a result of past events, it is probable that an out-
flow of resources will be required to settle the obligation, and a relia-
ble estimate of the amount can be made. Where the Group expects a
provision to be reimbursed, for example under an insurance contract,
the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain.

FAIR VALUE HIERARCHY
Please see note 12(b) and 24(iv).

D. FUNCTIONAL AND PRESENTATION
CURRENCY

The consolidated financial statements are presented in euro which is
also the functional currency of the Group, and rounded to the nearest
thousand (euro ‘000), except when otherwise indicated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(A) BASIS OF CONSOLIDATION

The Group’s consolidated financial statements comprise the financial
statements of the parent company Aroundtown Property Holdings PLC
and the financial statements of its subsidiaries. Subsidiaries are entities
controlled by the Group. The Group controls an entity when it is exposed
to, or has rights to, variable returns from its involvement with the entity
and has the ability to affect those returns through its power over the
entity. The financial statements of the subsidiaries are included in the
consolidated financial statements from the date on which control com-
mences until the date on which control ceases.

Intra-group balances and transactions, and any unrealized income and
expenses arising from intra-group transactions, are eliminated. Unrealized
gains arising from transactions with equity-accounted investees are elim-
inated against the investment to the extent of the Group’s interest in the
investee. Unrealized losses are eliminated in the same way as unrealized
gains, but only to the extent that there is no evidence of impairment.

The Group has considered the impact of the amendment to IFRS 10 —
Investment Entities, and has determined that it does not meet the defi-
nition of an “Investment entity”.

The accounting policies set out below have been applied consistently to
all periods presented in these consolidated financial statements and have
been applied by all entities in the Group.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those of the
Group.

CHANGES IN THE GROUP'S OWNERSHIP INTERESTS IN EXISTING SUB-
SIDIARIES

Changes in the Group's ownership interests in existing subsidiaries that do
not result in the Group losing control over the subsidiaries are accounted
for as equity transactions. The carrying amounts of the Group's interests
and the non-controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference between the
amount by which the non-controlling interests are adjusted and the fair
value of the consideration paid or received is recognized directly in eq-
uity attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on dis-
posal is calculated as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-controlling inter-
ests. When assets of the subsidiary are carried at revalued amounts or
fair values and the related cumulative gain or loss has been recognized in
other comprehensive income and accumulated in equity, the amounts
previously recognized in other comprehensive income and accumulated
in equity are accounted for as if the Company had directly disposed of
the relevant assets (i.e. reclassified to profit or loss or transferred directly
to retained earnings as specified by applicable IFRS). The fair value of any
investment retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition for subsequent
accounting under IAS 39 Financial Instruments: Recognition and Meas-
urement.

Accounting for business combinations under IFRS 3 only applies if it is
considered that a business has been acquired. The Group may invest in
subsidiaries that hold properties but do not constitute a business. Those
transactions are therefore treated as asset acquisitions rather than busi-
ness combinations. The Group allocates the cost between the individual
identifiable assets and liabilities in the Group based on their relative fair
values at the date of acquisitions.

(B) BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition meth-
od, i.e. when control is transferred to the Group. The consideration
transferred in a business combination is measured at fair value, which
is calculated as the sum of the acquisition date fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree.

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognized at their fair value at the acquisition date, except
that:

— deferred tax assets or liabilities and liabilities or assets related to
employee benefit arrangements are recognized and measured in ac-
cordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;

— liabilities or equity instruments related to share based payment ar-
rangements of the acquiree or share based payment arrangements
of the Group entered into to replace share based payment arrange-
ments of the acquiree are measured in accordance with IFRS 2 Share
based Payment at the acquisition date; and

— Assets (or disposal groups) that are classified as held for sale in ac-
cordance with IFRS 5 Non-current Assets Held for Sale and Discon-
tinued Operations are measured in accordance with that standard.

Goodwill is initially measured as the excess of the sum of the consider-
ation transferred, the fair value of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity inter-
est in the acquiree (if any) over the net of the acquisition date amounts
of the identifiable assets acquired and the liabilities assumed. If, after
reassessment, the net of the acquisition date amounts of the identifiable
assets acquired and liabilities assumed exceeds the sum of the consid-
eration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held interest in the
acquiree (if any), the excess is recognized immediately in the consolidated
income statement as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle
their holders to a proportionate share of the entity’s net assets in the
event of liquidation may be initially measured either at fair value or at the
non-controlling interests’ proportionate share of the recognized amounts
of the acquiree’s identifiable net assets. The choice of measurement basis
is made on a transaction by transaction basis. Other types of non-con-
trolling interests are measured at fair value or, when applicable, on the
basis specified in another IFRS.

When the consideration transferred by the Group in a business combina-
tion includes assets or liabilities resulting from a contingent consideration
arrangement, the contingent consideration is measured at its acquisition
date fair value and included as part of the consideration transferred in a
business combination. Changes in the fair value of the contingent con-
sideration that qualify as measurement period adjustments are adjusted
retrospectively, with corresponding adjustments against goodwill. Meas-
urement period adjustments are adjustments that arise from additional
information obtained during the ‘measurement period’ (which cannot
exceed one year from the acquisition date) about facts and circumstances
that existed at the acquisition date.
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The subsequent accounting for changes in the fair value of the con-
tingent consideration that do not qualify as measurement period ad-
justments depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted
for within equity. Contingent consideration that is classified as an asset or
a liability is remeasured at subsequent reporting dates in accordance with
IAS 39, or IAS 37 Provisions, Contingent Liabilities and Contingent Assets,
as appropriate, with the corresponding gain or loss being recognised in
consolidated income statements.

When a business combination is achieved in stages, the Group’s previ-
ously held equity interest in the acquiree is re-measured to fair value at
the acquisition date (i.e. the date when the Group obtains control) and
the resulting gain or loss, if any, is recognized in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that
have previously been recognized in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate
if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the
end of the reporting period in which the combination occurs, the Group
reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measure-
ment period (see above), or additional assets or liabilities are recognised,
to reflect new information obtained about facts and circumstances that
existed at the acquisition date that, if known, would have affected the
amounts recognised at that date.

- 357/F-14 -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(C) INVESTMENTS IN ASSOCIATES AND
EQUITY - ACCOUNTED INVESTEES

An associate is an entity over which the Group has significant influence
and that is neither a subsidiary nor an interest in a joint venture. Signifi-
cant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over
those policies. A jointly controlled entity is an entity in which two or
more parties have interest.

The results and assets and liabilities of associates and equity accounted
invetees are incorporated in these consolidated financial statements using
the equity method of accounting, except when the investment is classi-
fied as held for sale, in which case it is accounted for in accordance with
IFRS 5 Non-current Assets Held for Sale and Discontinued Operations.
Under the equity method, an investment in an associate is initially rec-
ognized in the consolidated statement of financial position at cost and
adjusted thereafter to recognize the Group's share of the consolidated
income statements and other comprehensive income of the associate.
When the Group's share of losses of an associate exceeds the Group's
interest in that associate (which includes any long term interests that, in
substance, form part of the Group's net investment in the associate), the
Group discontinues recognizing its share of further losses. Additional
losses are recognized only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group’s share of the net
fair value of the identifiable assets, liabilities and contingent liabilities
of an associate recognized at the date of acquisition is recognized as
goodwill, which is included within the carrying amount of the investment.
Any excess of the Group's share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognized immediately in profit or loss.

The requirements of IAS 36 are applied to determine whether it is neces-
sary to recognize any impairment loss with respect to the Group's invest-
ment in an associate. When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance
with IAS 36 Impairment of Assets as a single asset by comparing its re-
coverable amount (higher of value in use and fair value less costs to sell)
with its carrying amount, Any impairment loss recognized forms part of
the carrying amount of the investment. Any reversal of that impairment
loss is recognized in accordance with IAS 36 to the extent that the recov-
erable amount of the investment subsequently increases.

When an entity in the Group transacts with its associate, profits and
losses resulting from the transactions with the associate are recognized
in the Group’s consolidated financial statements, however only to the
extent of interests in the associate that are not related to the Group.

(D) REVENUE RECOGNITION

Revenue is recognized in the consolidated statement of comprehensive
income when it can be measured reliably, it is probable that the economic
benefits associated with the transaction will flow to the Group and the
costs incurred or to be incurred in respect of the transaction can be
measured reliably.

RENTAL AND OPERATING INCOME

Rental operating income from investment properties are recognized as
revenue on a straight-line basis over the term of the lease. Lease in-
centives granted are recognized as an integral part of the total rental
operating income, over the term of the lease.

Operating income also includes service charges to third parties and pay-
ments for utilities if the costs and the amount of the income can be reli-
ably determined. The revenue is recognized once the service is provided.

OTHER

Other income is used to represent income resulting in the release of
provisions, tax repayments, cancellation of debts and others.

(E) FINANCE INCOME AND EXPENSES

Finance income comprises interest income on funds invested.
Finance expenses comprise interest expense on loans and borrowings,
bonds and loans from third parties.

(F) OTHER FINANCIAL RESULTS

Other financial results represent changes in the time value of provisions,
changes in the fair value of traded securities, profit or losses on derivative
financial instruments, borrowing and redemption costs, loan arrangement
fees and other one-time payments.

Financial expenses are recognized as they accrue in the statement of
comprehensive income, using the effective interest method.

(G) DEFERRED TAX, INCOME TAX AND
PROPERTY TAXES

Tax expense comprises current and deferred tax. Current tax and deferred
tax is recognized in profit or loss except to the extent that it relates to a
business combination, or items recognized directly in equity or in other
comprehensive income.

Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets, and they relate to taxes
levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on
a net basis or their tax assets and liabilities will be realized simultaneously.

German property taxation includes taxes on the holding of real estate
property and construction.

(H) CURRENT TAX

Current tax is the expected tax payable or receivable on the taxable
income or loss for the year, using tax rates enacted or substantively en-
acted at the reporting date, and any adjustment to tax payable in respect
of previous years.

(1) DEFERRED TAX

Deferred tax is recognized in respect of temporary differences between
the carrying amounts of assets and liabilities for financial reporting pur-
poses and the amounts used for taxation purposes. Deferred tax is not
recognized for:

— temporary differences on the initial recognition of assets or liabilities
in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss;

— temporary differences related to investments in subsidiaries, associ-
ates and jointly controlled entities to the extent that the Group is
able to control the timing of the reversal of the temporary differ-
ences and it is probable that they will not reverse in the foreseeable
future; and taxable temporary differences arising on the initial rec-
ognition of goodwill.

A deferred tax asset is recognized for unused tax losses, tax credits and
deductible temporary differences to the extent that it is probable that
future taxable profits will be available against which they can be utilized.
Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit
will be realized.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the assets are realized or the
liabilities are settled (liabilities method), based on tax rates/laws that
have been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets are recognized to the extent that it is probable that
future taxable profit will be available against which the temporary dif-
ferences can be utilized.
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(J) EQUIPMENT AND INTANGIBLE ASSETS

Equipment is measured at cost less accumulated depreciation and im-
pairment losses.

Depreciation is recognized in profit or loss on the straight line method
over the useful lives of each part of an item of equipment. The annual
depreciation rates used for the current and comparative periods are as
follows:

%
Furniture, fixtures and office equipment 1050
Depreciation methods, useful lives and residual values are reassessed at
the reporting date.

Where the carrying amount of an asset is greater than its estimated re-
coverable amount, the asset is written down immediately to its recov-
erable amount.

Expenditure for repairs and maintenance of equipment is charged to prof-
it or loss of the year in which it is incurred. The cost of major renovations
and other subsequent expenditure are included in the carrying amount of
the asset when it is probable that future economic benefits in excess of
the originally assessed standard of performance of the existing asset will
flow to the Group. Major renovations are depreciated over the remaining
useful life of the related asset.

An item of equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the
asset. Any gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recog-
nized in consolidated income statement.

The intangible assets of the Group consist of goodwill and software.
Goodwill arising on the acquisition of subsidiaries is measured at cost
less accumulated impairment losses.

Other intangible assets that are acquired by the Group and have finite
useful lives are measured at cost less accumulated amortization, and any
accumulated impairment losses.

(K) DEFERRED INCOME
Deferred income represents income which relates to future periods.

I. PREPAYMENTS

Payments received in advance on development contracts for which
no revenue has been recognized yet, are recorded as prepayments for
clients as at the reporting date and carried under liabilities.

[Il. TENANCY DEPOSITS

Tenancy deposits are paid to ensure the apartment is returned in good
condition. The tenancy deposits can also be used if a loss of rent
occurs.

(L) INVESTMENT PROPERTY

An investment property is property comprising buildings held by the
owner to earn rentals or for capital appreciation or both rather than for
use in the production or supply of goods or services, for administrative
purposes or for sale in the ordinary course of business.

Investment property is measured initially at cost, including costs direct-
ly attributable to the acquisition. After initial recognition, investment
property is measured at fair value which reflects market conditions at
the end of the reporting period. Gains or losses arising from changes
in the fair values of investment property are included in profit or loss
when they arise.

Investment property is derecognized on disposal or when the investment
property ceases to be used and no future economic benefits are expect-
ed from its disposal. The difference between the net disposal proceeds
and the carrying amount of the asset is recognized in profit or loss in the
period of the disposal.

The Group determines the fair value of investment property on the basis
of valuations by independent valuers who hold recognized and relevant
professional qualifications and have the necessary knowledge and ex-
perience.

(M) ASSETS HELD FOR SALE

Non-current assets or disposal groups, comprising assets and liabilities
are classified as held for sale if their carrying amount will be recovered
through a sale transaction rather than through continuing use. This condi-
tion is regarded as met only when the sale is highly probable and the asset
(or disposal group) is available for immediate sale in its present condition.

When the Group is committed to a sale plan involving loss of control of
a subsidiary, all of the assets and liabilities of that subsidiary are classified
as held for sale when the criteria described above are met, regardless of
whether the Group will retain a non-controlling interest in its former
subsidiary after the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(N) FINANCIAL INSTRUMENTS
1. NON-DERIVATIVE FINANCIAL ASSETS:

The Group initially recognizes loans and receivables on the date that they
are originated. All other financial assets (including assets designated as at
fair value through profit or loss) are recognized initially on the trade date,
which is the date that the Group becomes a party to the contractual
provisions of the instrument.

The Group derecognizes a financial asset when the contractual rights to
the cash flows from the asset expire, or it transfers the rights to receive
the contractual cash flows in a transaction in which substantially all the
risks and rewards of ownership of the financial asset are transferred. Any
interest in such transferred financial assets that is created or retained by
the Group is recognized as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in
the statement of financial position when, and only when, the Group has
a legal right to offset the amounts and intends either to settle them on
a net basis or to realize the asset and settle the liability simultaneously.

The Group classifies non-derivative financial assets into the following
categories: financial assets at fair value through profit or loss, loans and
receivables.

a) Traded securities at fair value through profit or loss

Traded securities are classified as at fair value through profit or loss if it
is classified as held-for trading or is designated as such on initial recog-
nition. Traded securities are designated as at fair value through profit or
loss if the Group manages such investments and makes purchase and
sale decisions based on their fair value in accordance with the Group’s
documented risk management or investment strategy. Attributable trans-
action costs are recognized in profit or loss as incurred. Traded securities
at fair value through profit or loss are measured at fair value and changes
therein, which takes into account any dividend income, are recognized
in profit or loss.

Traded securities designated as at fair value through profit or loss com-
prise equity securities that otherwise would have been classified as avail-
able-for-sale.

b) Loans and receivables

Loans and receivables are financial assets with fixed or determinable pay-
ments that are not quoted in an active market. Such assets are recognized
initially at fair value plus any directly attributable transaction costs. Subse-
quent to initial recognition, loans and receivables are measured at amor-
tized cost using the effective interest method, less any impairment losses.
Loans and receivables comprise cash and cash equivalents, and trade and
other receivables.

c) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with
maturities of three months or less from the acquisition date that are
subject to an insignificant risk of changes in their fair value, and are used
by the Group in the management of its short-term commitments.

2. NON-DERIVATIVE FINANCIAL LIABILITIES

Non-derivative financial liabilities are initially recognized at fair value less
any directly attributable transaction costs. Subsequent to initial recogni-
tion, these liabilities are measured at amortized cost using the effective
interest method.

3. SHARE CAPITAL

Ordinary shares are classified as equity. Incremental costs directly attrib-
utable to the issue of ordinary shares are recognized as a deduction from
equity, net of any tax effects.

4. COMPOUND FINANCIAL INSTRUMENTS

Compound financial instruments issued by the Group comprise convert-
ible notes denominated in euro that can be converted to share capital at
the option of the holder, when the number of shares to be issued is fixed.

The liability component of a compound financial instrument is recognized
initially at the fair value of a similar liability that does not have an equity
conversion option. The equity component is recognized initially at the
difference between the fair value of the compound financial instrument
as a whole and the fair value of the liability component. Any directly
attributable transaction costs are allocated to the liability and equity
components in proportion to their initial carrying amounts. Subsequent
to initial recognition, the liability component of a compound financial
instrument is measured at amortized cost using the effective interest
method. The equity component of a compound financial instrument is
not re-measured subsequent to initial recognition.

Interest related to the financial liability is recognized in profit or loss. On
conversion, the financial liability is reclassified to equity and no gain or
loss is recognized.

5. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are initially accounted for at cost and
subsequently measured at fair value. Fair value is calculated using the cur-
rent values, discounted cash flow analysis or option valuation methods.
Derivatives are recorded as assets when their fair value is positive and as
liabilities when their fair value is negative. The adjustments on the fair
value of derivatives held at fair value are transferred to the consolidated
comprehensive income statement.

6. BORROWINGS

Borrowings are recorded initially at the proceeds received, net of trans-
action costs incurred. Borrowings are subsequently stated at amortized
cost. Any difference between the proceeds (net of transaction costs) and
the redemption value is recognized in profit or loss over the period of
the borrowings using the effective interest method.

7. TRADE PAYABLES

Trade payables are initially measured at fair value.

8. PERPETUAL NOTES

Perpetual notes are presented as equity attributable to its holders, which
is part of the total equity of the Group. The coupon is deferrable based
on the Company’s discretion until payment resolution of a dividend to
the shareholders, and shall be recognized directly in the equity attrib-
utable to the Perpetual notes holders. The deferred amounts shall not
bear interest.
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(O) DE-RECOGNITION OF FINANCIAL ASSETS
AND LIABILITIES

(I) FINANCIAL ASSETS

A financial asset (or, where applicable a part of a financial asset or part of

a group of similar financial assets) is derecognized when:

— the rights to receive cash flows from the asset have expired;

— the Group retains the right to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay
to a third party under a ‘pass through’ arrangement; or

— The Group has transferred its rights to receive cash flows from the asset
and either (a) has transferred substantially all the risks and rewards of
the asset, or (b) has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the assets.

(1) FINANCIAL LIABILITIES

A financial liability is derecognized when the obligation under the liability
is discharged or cancelled or expires. When an existing financial liability
is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such
an exchange or modification is treated as a de-recognition of the original
liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognized in the consolidated income
statement.

(P) IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not subject to amortization
and are tested annually for impairment. Assets that are subject to depre-
ciation or amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recov-
erable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows
(cash generating units).

(Q) OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
reported in the consolidated statement of financial position if, and only
if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. This is not generally the
case with master netting agreements, and the related assets and liabilities
are presented gross in the consolidated statement of financial position.

(R) PROPERTY OPERATING EXPENSES

This item includes operating costs that can be recharged to the tenants
and direct management costs of the properties. Maintenance expenses
for the upkeep of the property in its current condition, as well as expend-
iture for repairs are charged to the income statement. Refurbishment
that takes place subsequent to the property valuation, thus excluded
in its additional value, will also be stated in this account, until the next
property valuation.

(S) OPERATING SEGMENTS

The Group meets the definition of operating in one operating segment.
An operating segment is a component of the Group that meets the fol-
lowing three criteria:

— Is engaged in business activities from which it may earn revenues
and incur expenses, including revenues and expenses relating to in-
tragroup transactions;

— whose operating results are regularly reviewed by the Group’s chief
operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance; and

— For which separate financial information is available.

(T) COMPARATIVES

Where necessary, comparative figures have been adjusted to conform to
changes in presentation in the current period.

(U) EARNINGS PER SHARE

Earnings per share are calculated by dividing the net profit attributable to
owners of the Company by the weighted number of Ordinary shares out-
standing during the period. Basic earnings per share only include shares
that were actually outstanding during the period. Potential Ordinary
shares (convertible securities such as convertible debentures, warrants
and employee options) are only included in the computation of diluted
earnings per share when their conversion decreases earnings per share or
increases loss per share from continuing operations. Further, potential Or-
dinary shares that are converted during the period are included in diluted
earnings per share only until the conversion date and from that date in
basic earnings per share. The Company’s share of earnings of investees is
included based on the earnings per share of the investees multiplied by
the number of shares held by the Company.

(V) SHARE-BASED PAYMENT TRANSACTIONS

The grant-date fair value of equity-settled share-based payment awards
granted to employees is generally recognized as an expense, with a cor-
responding increase in equity, over the vesting period of the awards.
The amount recognized as an expense is adjusted to reflect the number
of awards for which the related service and non-market performance
conditions are expected to be met, such that the amount ultimately rec-
ognized is based on the number of awards that meet the related service
and non-market performance conditions at the vesting date.

(W) LEASED ASSETS

Assets held by the Group under leases which transfer to the Group sub-
stantially all of the risks and rewards of ownership are classified as finance
leases. On initial recognition, the leased asset is measured at an amount
equals to the lower of its fair value and the present value of the minimum
lease payments. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset.
Determining whether an arrangement contains a lease at inception of an
arrangement, the Company determines whether such an arrangement
is or contains a lease. This will be the case if the following two criteria
are met:
— The fulfillment of the arrangement is dependent on the use of a
specific asset or assets; and
— The arrangement contains a right to use the asset(s).

At inception or on reassessment of the arrangement, the Company sepa-
rates payments and other consideration required by such an arrangement
into those for the lease and those for other elements on the basis of
their relative fair values. If the Company concludes for a finance lease
that it is impracticable to separate the payments reliably, then an asset
and a liability are recognized at an amount equal to the fair value of the
underlying asset. Subsequently the liability is reduced as payments are
made and an imputed finance cost on the liability is recognized using the
Company’s incremental borrowing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(X) NEW STANDARDS AND
INTERPRETATIONS NOT YET ADOPTED

A number of new standards, amendments to standards and interpre-
tations are effective for annual periods beginning on or after January 1,
2017, and have not been applied in preparing these consolidated financial
statements. Those which may be relevant to the Group are set out below.
The Group does not plan to early adopt these standards.

(I} IFRS 9 — FINANCIAL INSTRUMENTS (2009, 2010)

IFRS 9 (2009) introduces new requirements for the classification and
measurement of financial assets. Under IFRS 9 (2009), financial assets
are classified and measured based on the business model in which they
are held and the characteristics of their contractual cash flows. IFRS 9
(2010) introduces additional changes relating to financial liabilities. The
IASB currently has an active project to make limited amendments to the
classification and measurement requirements of IFRS 9 and to add new
requirements to address the impairment of financial assets and hedge
accounting. IFRS 9 is effective for annual reporting periods beginning on
or after January 1, 2018, with early adoption permitted.

(I1) IFRS 15 — REVENUE FROM CONTRACTS WITH CUSTOMERS

IFRS 15 establishes a comprehensive framework for determining whether,
how much and when revenue is recognized. It replaces existing revenue
recognition guidance, including IAS 18 Revenue, IAS 11 Construction Con-
tracts and IFRIC 13 Customers Loyalty Programs. IFRS 15 is effective for
annual reporting periods beginning on or after January 1, 2018, with early
adoption permitted.

The following new and revised standards and interpretations are in issue
but have not yet been endorsed by the EU and are hence not yet effec-
tive for these financial statements.

(1) IAS 7 — DISCLOSURE INITIATIVE — AMENDMENTS TO IAS 7

The amendment to IAS 7 Statement of Cash Flows are part of the IASB's
Disclosure Initiative and require an entity to provide disclosures that en-
able users of financial statements to evaluate changes in liabilities arising
from financing activities, including both changes arising from cash flows
and non-cash changes.

(IV) IFRS 16 — LEASES

IFRS 16 introduces a single, on balance sheet approach to lease accounting
for lessees with optional exemptions for short-term leases and leases of
low value items.

(V) IFRS 2 — CLASSIFICATIONS AND MEASUREMENT OF SHARE-BASED
PAYMENT TRANSACTIONS

The Group has considered the above new standards, interpretations and
amendments to published standards and will continue to evaluate the
impact on the Group’s consolidated financial statements. At this time,
the impact of the above publications is not expected to be material to
the Group’s consolidated financial statements.

The Group has considered the above new standards and will continue
to evaluate the impact on the Group’s consolidated financial statements.
At this time, the impact of the above publications is not expected to be
material to the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. ACQUISITIONS OF
SUBSIDIARIES AND NON-
CONTROLLING INTERESTS

A. ACQUISITIONS

During the year the Group obtained control on several companies
through business combinations. The significant net impacts on the con-
solidated statement of comprehensive income and consolidated state-
ments of financial position of the group are as follows:

H12016 H2 2016 Total
In thousands of euro

Investment property 830,039 622,557 1,452,596
Cash and Cash equivalents 5,527 1,537 7,064
Total identifiable assets 835566 624,094  1459,660
Working capital, net (3,716) 6,519 2,803
Loans from banks (124,549)  (120,000)  (244,549)
Other liabilities, net M4,073)  (93916)  (207,989)
Total identifiable liabilities (242,338)  (207397)  (449.735)
TOTAL IDENTIFIABLE NET
ASSETS 593,228 416,697 1,009,925
Non-controlling interests arising
from ini-tial consolidation (51,034) (1,752) (52,786)
Consideration paid regarding
acquisition of subsidiaries (488319)  (413,693)  (902,012)
PROFIT ARISING FROM
BUSINESS COMBINATIONS (53,875) (10,848)  (64,723)
GOODWILL RECOGNIZED - 9,596 9,596

B. DISPOSALS

During the year, the Group has sold few non-core properties (through
share deals) for a total consideration of euro 18.5 million which reflected
the book value of the properties.

5. CARPITAL GAINS, PROPERTY
REVALUATION AND OTHER
INCOME

For the year ended December 3],

2016 2015
In thousands of euro

Change in fair value in investment
property 654,794 605,421
Profit arising from business combi-
nations (Bargain Purchase), capital
gains and other income 64,723 209,090

719,517 814,511

6. PROPERTY OPERATING
EXPENSES

For the year ended December 3],

2016 2015
In thousands of euro

Purchased services (51,486) (20,173)
Maintenance and refurbishment (1,675) (3,667)
Operational personnel expenses (3,735) (1,207)
Depreciation and amortization (2,006) (*)(377)
Other operating costs (6,451) (3105)
(75,353) (*) (28,529)

(*) Reclassified.
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7. ADMINISTRATIVE AND
OTHER EXPENSES

For the year ended December 3],

2016 2015

In thousands of euro

Personnel expenses (3,424) (2,712)

Legal and professional fees (1,810) (616)

Year-end closing, accounting and

audit expenses (1,765) (800)

Sales, marketing and administrative

expenses (922) (159)
(7921) (*) (4,287)

(*) Reclassified.

8. NET FINANCE EXPENSES

For the year ended December 3],

2016 2015
In thousands of euro
A. FINANCE EXPENSES
Finance expenses from credit
institutions and third parties,
net (12,562) (1168)
Finance expenses from straight
and convertible bonds, net (34,846) (19,272)
Other finance expenses - (26)
(47,408) (20,466)
B. OTHER FINANCIAL
RESULTS
Changes in fair value of finan-
cial assets and liabilities, net (2995 14,829
Finance-related costs (5,932) (6,960)
(35,883) 7,869
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

O. TAXATION

A. TAX RATE APPLICABLE TO THE GROUP

The Company and some of its subsidiaries are subject to taxation under
the laws of Cyprus. The corporation tax rate for Cyprus companies in
2016 is 12.5% (2015: 12.5%).

Under certain conditions interest income of the Cyprus companies may
be subject to defense contribution at the rate of 30% (2015: 30%). In such
cases this interest will be exempt from corporation tax. In certain cases,
dividends received from abroad may be subject to defense contribution
at the rate of 17% for 2014 and thereafter.

The German subsidiaries are subject to taxation under the laws of Ger-
many. Income taxes are calculated using a federal corporate tax of 15.0%
for December 31, 2016, plus an annual solidarity surcharge of 5.5 % on the
amount of federal corporate taxes payable (aggregated tax rate: 15.825%).
German property taxation includes taxes on the holding of real estate

property.

The Luxembourg investees are subject to taxation under the laws of Lux-
embourg. The corporation tax rate for Luxembourg companies is 29.22%
(2015: 29.22%).

The Dutch subsidiaries are subject to taxation under the laws of the
Netherlands. The corporation tax rate for Netherlands companies is 25%
and 20% for profit before tax above euro 200 thousands and below euro
200 thousands, respectively (2015: the same).

Subsidiaries in other jurisdictions are subject to corporate tax rate of
up to 25%.

B. CURRENT TAXES INCLUDED IN
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

Year ended December 31,

2016 2015

In thousands of euro

Corporation tax (1149) (5,693)
Property tax (8,761) (3,571)
CHARGE FOR THE YEAR (19,910) (9,264)
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C. MOVEMENT ON THE DEFERRED TAXATION ACCOUNT IS AS
FOLLOWS:

DEFERRED TAX LIABILITIES

Other Fair value gains
deferred tax on investment
liability property Total
In thousands of euro

BALANCE AS AT DECEMBER 31, 2014 3,328 43,286 46,614
Charged to:
Consolidated statement of comprehensive income 73 98,772 98,845
Deferred tax arising from initial consolidation - 40,315 40,315
Transfer to other deferred tax (2,079) 2,079 -
BALANCE AS AT DECEMBER 31, 2015 1,322 184,452 185,774
Charged to:
Consolidated statement of comprehensive income 26 112,641 112,667
Deferred tax arising from initial consolidation - 101,536 101,536
Deferred tax disposed from deconsolidation - (20,492) (20,492)
Transfer to Liabilities held for sale (242) (13,31) (13,553)
BALANCE AS AT DECEMBER 31, 2016 1,106 364,826 365,932

DEFERRED TAX ASSETS

Derivative Deferred taxes —
financial loss carried for-
instruments ward, net Total

In thousands of euro

BALANCE AS AT DECEMBER 31, 2014 902 - 902
Charged to:

Consolidated statement of comprehensive income - 465 465
Deferred tax arising from initial consolidation - 138 138
BALANCE AS AT DECEMBER 31, 2015 902 603 1,505
Charged to:

Consolidated statement of comprehensive income 1,300 8,656 9956
Deferred tax arising from initial consolidation - 4,354 4354
Transfer to Assets held for sale (312) - (312)
BALANCE AS AT DECEMBER 31, 2016 1,890 13,613 15,503
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10. NET EARNINGS PER SHARE ATTRIBUTABLE TO THE OWNERS

OF THE COMPANY

A. BASIC EARNINGS PER SHARE

The calculation of basic earnings per share as of December 31, 2016 is
based on the profit attributable to ordinary shareholders of euro 728,209
thousand (2015: euro 686,892 thousand), and a weighted average number
of ordinary shares outstanding of 653,155 thousand (2015: 547,049 thou-
sand), calculated as follows:

1. PROFIT ATTRIBUTED TO ORDINARY SHAREHOLDERS (BASIC)

Year ended December 3],

B. DILUTED EARNINGS PER SHARE

The calculation of diluted earnings per share at December 31, 2016 is
based on profit attributable to ordinary shareholders of euro 717,931 thou-
sand (2015: euro 640,071 thousand), and a weighted average number of
ordinary shares outstanding after adjustment for the effects of all dilutive
potential ordinary shares of 829458 thousand (2015: 632,880 thousand),
calculated as follows:

1. PROFIT ATTRIBUTED TO ORDINARY SHAREHOLDERS (DILUTED)

Year ended December 3],

2016 2015 2016 2015
In thousands of euro In thousands of euro
Profit for the year, attributable to Profit for the year, attributable
the owners of the Company 728,209 686,892 to the owners of the Company
(basic) 728,209 686,892
2. WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES (BASIC)
Interest expense on convertible
Year ended December 31, bonds, net of tax 22,531 10,746
2016 2015  Effect of traded investees (32,809) (57,567)
In thousands of euro PROFIT FOR THE YEAR,
! ATTRIBUTABLE TO THE
Issued ordinary shares on January 1 600,141 500,000 OWNERS OF THE COMPANY
Capital increase 46,835 46,978 (DILUTED) 717,931 640,071
Effect of exercise of convertible
bond 6,179 71
2. WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES (DILUTED)
WEIGHTED AVERAGE
NUMBER OF ORDINARY Year ended December 31
SHARES AS AT DECEMBER 31, 653,155 547,049 ’
2016 2015
BASIC EARNINGS PER In thousands of euro
SHARE (IN EURO) m 126 As at the beginning of the year 600,141 500,000
Capital increase 46,836 46,978
Effect of exercise of convertible
bond 182,481 85,902
WEIGHTED AVERAGE
NUMBER OF ORDINARY
SHARES AS AT DECEMBER 31, 829,458 632,880
DILUTED EARNINGS PER
SHARE (IN EURO) 0.87 1.01
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1. EQUIPMENT AND INTANGIBLE ASSETS

Furniture,
fixtures and Computer
office equipment Goodwill software Total
In thousands of euro

COST
Balance as at December 31, 2014 827 4,524 490 5,841
Additions 916 - 4] 957
Balance as at December 31, 2015 1743 4,524 531 6,798
Additions 6,353 - 300 6,653
Equipment and intangible assets arising from
initial consolidation, net 3433 9,596 - 13,029
Balance as at December 31, 2016 11,529 14,120 831 26,480
DEPRECIATION/AMORTIZATION
Balance as at December 31, 2014 758 64 476 1,298
Depreciation/Amortization for the year 368 - 9 377
Balance as at December 31, 2015 1126 64 485 1,675
Depreciation/Amortization for the year 1,980 - 26 2,006
Balance as at December 31, 2016 3,106 64 51 3,681
CARRYING AMOUNTS
Balance as at December 31, 2015 617 4,460 46 5123
Balance as at December 31, 2016 8,423 14,056 320 22799
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. INVESTMENT PROPERTY
A. COMPOSITION

Year ended December 31,

2016 2015

In thousands of euro

Balance at January 1 2,430,595 426,303
Acquisitions of investment property 822,096 (*) 751,286
Investment property arising from

initial consolidation 1,452,596 647,585
Deconsolidations of investment

property (195,250) -
Fair value adjustments 654,794 (*) 605,421
Transfer to Assets held for sale (148,596) -
BALANCE AS AT DECEMBER

31 5,016,235 2,430,595

(*) Reclassified.

B. MEASUREMENT OF FAIR VALUE
(I) FAIR VALUE HIERARCHY

The fair value of the properties of the Group is determined at least once a
year by external, independent and certified valuators, mainly Jones Lang La-
Salle GmbH (JLL) and additionally by Knight Frank and Cushman and Wakefield
(CW), who are considered as leading appraisers in the European real estate
market. The fair value of the properties was prepared in accordance with
the RICS Valuation- Professional Standards (current edition) published by the
Royal Institution of Chartered Surveyors (RICS) as well as the standards con-
tained within the TEGoVA European Valuations Standards, and in accordance
with IVSC International Valuation Standard (IVS), the International Accounting
Standard (IAS), International Financial Reporting Standards (IFRS) as well as the
current guidelines of the European Securities and Market Authority (ESMA)
based on the Market Value. This is included in the General Principles and is
adopted in the preparation of the valuations reports of the appraisers.

The Company and the valuators confirm that there is no actual or poten-
tial conflict of interest that may have influenced the valuators status as
external and independent valuator. The valuation fee is determined on
the scope of complexity of the valuation report.

The main range of the discount rates applied to the net annual rentals to
determine the fair value of property is between 5.00%-8.90%.

All the investment property in the group in total fair value amount of
euro 5,016 million (2015: euro 2,431 million) has been categorized as a Level

3 fair value based on the inputs to the valuation technique used.

(1) LEVEL 3 FAIR VALUE

The table in part A above shows reconciliation from the opening balances to the closing balances for Level 3 fair values.

VALUATION TECHNIQUE AND SIGNIFICANT UNOBSERVABLE INPUTS

VALUATION TECHNIQUE

Discounted cash flows: The valuation model
considers the present value of net cash flows
to be generated from the property, taking into
account expected rental growth rate, void peri-
ods, occupancy rate, lease incentive costs such
as rent-free period and other costs not paid
by tenants. The expected net cash flows are
discounted using risk-adjusted discount rates.
Among other factors, the discount rate esti-
mation considers the quality of a building and
its location (prime vs secondary), tenant credit
quality and lease terms.

SIGNIFICANT UNOBSERVABLE INPUTS

— Assumed market rental growth weighted
average 1.96%;

— Void periods — mainly 4-15 months after the
end of each lease;

— Risk adjusted discount rates in the range of
5.00%-8.90%. Weighted average 6.4%.
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INTER-RELATIONSHIP BETWEEN KEY
UNOBSERVABLE INPUTS AND FAIR VALUE
MEASUREMENT

The estimated fair value would increase

(decrease) if:

— Expected market rental growth is higher
(lower);

— Void periods were shorter (longer);

— The occupancy rates were higher (lower);

— The risk-adjusted discount rate is lower
(higher).



13. INVESTMENTS IN EQUITY-
ACCOUNTED INVESTEES

COMPOSITION

Year ended December 31,

15. TRADE AND OTHER
RECEIVABLES

As at December 31,

2016 2015
In thousands of euro
Rent and other receivables 13,688 (*) 7,514
Operating costs receivables 69,544 (*) 30,025
Prepaid expenses 9482 1,529
Current tax assets 4,306 3,470
Other short term financial assets 14,273 3,024
m,293 45,562

(*) Reclassified.

(a) The fair values of trade and other receivables due within one year approximate to their
carrying amounts as presented above.

16. DISPOSAL GROUP HELD
FOR SALE

In fourth quarter 2016, the Group management committed to a plan to
sell few properties, some of them through sale of subsidiaries. Accord-
ingly, assets and liabilities which are included in the disposal group are
presented as a disposal group held for sale.

Efforts to sell the disposal group have started and a sale is expected with-
in twelve months. No impairment loss was recognized on reclassification

of the disposal group as held for sale.

The major classes of assets and liabilities comprising the disposal group

2016 2015
classified as held for sale are as follows:
In thousands of euro
Balance as at January 1 1183148 908,435
Additions, net 176,832 (*) 140,575 As at December 31,
Share of profit from associates 197,064 (*) 134,138 2016 2015
BALANCE AS AT DECEMBER In thousands of euro
21 1,557,044 1183148 ASSETS CLASSIFIED AS
HELD FOR SALE
(*) Reclassified.
Investment property 148,596 -
Cash and cash equivalents 2,378 -
14. OTHER NON-CURRENT Other assets 4,345 -
TOTAL ASSETS CLASSIFIED
ASS ETS AS HELD FOR SALE 155,319 -
As at December 3], LIABILITIES CLASSIFIED AS
2016 2015 HELD FOR SALE
In thousands of euro Loans and borrowings 28,626 -
Tenancy deposit 3,737 2,593 Deferred tax liabilities 13,553
Finance lease asset 1140 1381 Other liabilities 4,358 -
Long term financial investments 128,932 331767  TOTAL LIABILITIES
CLASSIFIED AS HELD FOR
133,809 335,741 SALE 46,537 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. EQUITY

A. SHARE CAPITAL

2016 2015

Number In thousands Number In thousands

of shares of euro of shares of euro
AUTHORIZED
Ordinary shares of EUR 0.01 each 1,500,000,000 15,000 1,500,000,000 15,000
ISSUED AND FULLY PAID
Balance as of January 1 600,141,641 6,001 22,200 38
Subdivision of shares to nominal value of euro 0.01 per share - - 3,774,000 -
Issuance and payment on authorized shares - - 496,203,800 4,962
Capital increase in July 2015 - - 100,000,000 1,000
Capital increase in April 2016 65,000,000 650 - -
Exercise of Convertible bond series B into
ordinary shares 126,832 112 141,641 1
BALANCE ON DECEMBER 31 676,268,473 6,763 600,141,641 6,001

B. AUTHORIZED CAPITAL

Under its Memorandum of association the Shareholders set the author-
ized share capital at 50,000 ordinary shares of nominal value of euro 1.71
each.

In February 2015, as a part of capital restructuring process, the Company
increased its authorized ordinary shares to 1,500,000,000, out of which
the issued and fully paid was increased to 500,000,000, with an adjusted
par value of euro 0.01 for each share.

C.ISSUED CAPITAL

Upon incorporation on May 7, 2004 the Company issued 5,550 ordinary
shares of euro 1.71 each, at par value, to the subscribers.

On November 28, 2014, the Company issued 16,650 ordinary shares of
euro 1.71 each.

On July 13, 2015, the Company successfully issued additional 100,000,000
ordinary shares (of euro 0.01 nominal value each) for euro 3.2 each, by way
of private placement to institutional investors. The gross proceeds from
the issuance of these shares were euro 320 million.

On April 14, 2016, the Company successfully issued additional 65,000,000
ordinary shares (of euro 0.01 nominal value each) for euro 4.1 each, by way
of private placement to institutional investors. The gross proceeds from
the issuance of these shares were euro 266.5 million.

During the reporting period, a total amount of euro 38.2 million nomi-
nal values of the Convertible bond series B were converted into shares.
According to the convertible bonds terms, 1.1 million shares were issued.

D. ISSUANCE OF PERPETUAL NOTES

(1) On October 17, 2016, the ATF successfully placed euro 500 million in
aggregate principal amounts of Perpetual notes. These notes were
issued at a price of 96.392% of the principal amount. These Perpetual
notes are of unlimited duration and can only be called back by the
Company only on certain contractually fixed dates or occasions. Up
until the first call date in January 2023, the Perpetual notes shall bear
a coupon rate of 3.75% p.a. In case the Company does not exercise
its call right at that point, the coupon rate applied until the next call
date (January 2028) shall correspond to the five-year swap rate plus a
margin of 437.5 basis points p.a. The mark-up will increase by 25 basis
points (to 462.5 basis points p.a.) as of January 2029 and by another 75
basis points (to 537.5 basis points p.a.) commencing on January 2044.

(2) On January 17, 2017, ATF successfully placed a tap issue of additional
euro 100 million in aggregate principal amounts of the Perpetual notes
for an issuance price of 94.891% of the principal amount. See also
note 27.

E. SHARE PREMIUM AND OTHER CAPITAL
RESERVES

The capital reserves include share premium derives directly from the cap-
ital increases occurred since the date of incorporation and from conver-
sions of convertible bonds into ordinary shares, that can be distributed at
any time. The account also consist the equity components of convertible
bonds, and share-based payments reserves which temporarily cannot be
distributed.

F. RESOLUTION OF DIVIDEND DISTRIBUTION

On November 18, 2016, the shareholders” Annual General Meeting re-
solved upon the distribution of cash dividend in the amount of euro 0.051
per share (total gross amount of euro 34.5 million) in accordance with the
proposal of the board of directors. Ex-date and payment date were set to
be on November 22, 2016 and December 23, 2016, respectively.
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18. SHARE BASED PAYMENT AGREEMENTS

A. DESCRIPTION OF SHARE-BASED PAYMENT ARRANGEMENTS
On December 31, 2016 and 2015, the Group had the following share-based payment arrangements:

(I) INCENTIVE SHARE PLAN

The annual general meeting has approved to authorize the board of Directors to issue up to five million shares for an incentive plan for the board of
directors, key management and senior employee’s. The incentive plan has up to 4 years vesting period with specific milestones to enhance manage-
ment long term commitment to Aroundtown strategic targets. Main strategic targets are long term improvement in operational and financial targets
such as Like for Like vacancy reduction and like-for-like rent increase, operational efficiency, increase in adjusted EBIDTA per share, FFO per share
and EPS. Management will be incentivized for keeping conservative financial ratios, with the strategic target to further improve the Group’s rating.

The key terms and conditions related to program are as follows:

Incentive granted to Board of

Directors, key management Number of instruments
and senior employees (in thousands)
during 2016 1,073

During the reporting period, the total amount recognized as share-based
payment was euro 2,110 thousand. It was presented as administrative and
other expenses in the consolidated statement of comprehensive income
and as share-based payment reserve in the consolidated statement of
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. LOANS, BORROWINGS AND BONDS

A. COMPOSITION

Weighted average

As at December 31,

interest rate Maturity date 2016 2015
In thousands of euro

NON-CURRENT
Bank loans 2.3% 2017-2031 962,007 515,913
TOTAL NON-CURRENT BANK LOANS 962,007 515,913
Convertible bond series A in PCI 4% 2019 30,359 10,222
Straight bond series A 3% 2021 37,449 187,923
Convertible bond series B 3% 2020 394,048 425914
Convertible bond series C 1.5% 2021 284,279 281,585
Straight bond series D 1.5% 2022 571,349 -
Straight bond series E 1.5% 2024 616,136 -
Straight bond series F 2125% 2023 489,031 -
TOTAL NON-CURRENT PORTION OF
STRAIGHT AND CONVERTIBLE BONDS 2,422,651 1,005,644
CURRENT
Bank loans 23% 2017 29499 15,142
Loan redemption and notes - 78,150
TOTAL CURRENT LOANS 29,499 93,292
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B.
1. CONVERTIBLE BOND SERIES A OF PCI

On November 13, 2014, PCI successfully completed the placement of
a euro 100 million convertible bond maturing in 2019, convertible into
ordinary shares of PCl. The convertible bond bears a coupon of 4% p.a.,
payable semi-annually in arrears. The initial conversion price was fixed at
euro 3.00. The bond was issued at 100% of its principle amount and will
be redeemed at maturity at 110% of its principle amount. On February 13,
2015, PCI has successfully tapped up its convertible bond series with an
additional principal amount of euro 50 million, resulting in a total principal
amount of euro 150 million. The tap of the convertible bond series was
issued at 105% of its principal amount and has the same characteristics
of the previous tranche issued in November 2014 and described above.

Since the issuance of the convertible bond and until December 31, 2016,
a total amount of euro 120.5 million nominal value of the convertible
bond was converted into shares of PCI (out of which euro 80.7 million
in the reporting period).

On March 13, 2017, PCl redeemed the outstanding convertible bond series
A — see note 27 for further info.

Year ended December 3],

2016 2015
In thousands of euro

Balance at the beginning of the
year 112,442 97,254
Proceeds from tap issuance of PCl
convertible bond (500 notes at
euro 100,000 par value each) (a) - 52,500
Transaction costs - (835)
Net proceeds during the year - 51,665
Amount classified as non-con-
trolling interests (a) - (489)
Expenses for the year 989 7145
Expenses paid (2,408) (4,534)
Conversion to ordinary shares of
PCl (7979)) (38,599)
Carrying amount of liability at the
end of the year 31,232 112,442
Non-current portion of
Convertible bond of PCI 30,359 10,222
Accrued interest 156 581
Total Convertible bond of PCI 30,515 110,803
Deferred income (a) 77 1,639

(a) This amount includes additional euro 2.5 million that were received as part of the bond
placement (reflecting 5% of the par value), out of which euro 0.5 million were allocated as
non-controlling interests pursuant to an external economic valuation. The residual amount
of euro 2 million was allocated as deferred income and is presented in the other long term
liabilities account balance.

2. STRAIGHT BOND SERIES A

On December 9, 2014, the Company successfully completed with place-
ment of a euro 161 million (nominal value) unsubordinated, senior secured
straight bond maturing in December 2021 with a coupon of 3% p.a., pay-
able semi-annually in arrears, for a consideration that reflects 94% of its
principal amount. In January 2015, the Company completed a tap up of
the series A bonds in an additional principal amount of euro 39 million
for a price of 94% of the principal amount, resulting in a total nominal
amount of euro 200 million.

During the reporting period, the Group paid euro 166.5 million to acquire
euro 160.4 million nominal value of straight bond series A, which were
cancelled from trading thereafter. As a consequence, the Group recog-
nized a loss of euro 12.3 million in its financial expenses.

On March 29, 2017, the Company announced the redemption of the out-
standing straight bond series A — see note 27 for further info.

Year ended December 31,

2016 2015
In thousands of euro

Balance at the beginning of the
year 188,284 150,813
Proceeds from issuance of straight
bond series A (390 notes at euro
100,000 par value) - 36,660
Transaction costs (302) (868)
Net proceeds during the year (302) 35,792
Expenses for the year 7,257 7,679
Expenses paid (3,594) (6,000)
Cancelation of nominal amounts (154,124) -
Carrying amount of liability at the
end of the year 37,521 188,284
Non-current portion of straight
bond series A 37,449 187,923
Accrued interest 72 361
Total straight bond series A 37,521 188,284
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3. CONVERTIBLE BOND SERIES B

On May 5, 2015, the Company successfully completed with placement
of a euro 450 million senior, unsecured convertible bond convertible
into new ordinary shares of the Company and maturing in May 2020.
The bond was placed by the Company to institutional investors, with a
coupon of 3% p.a., payable semi-annually in arrears, at an issue price of
95.68% of its principal amount, and will be redeemed in maturity at par
value. The initial conversion price was set at euro 3.53 per share. Due to
capital increase in July 2015 as well as dividend distribution in December
2016, the conversion price has been adjusted to 3.4395 and then to 3.3763,
respectively.

Since the issuance of the convertible bond and until December 31, 2016, a
total amount of euro 38.7 million nominal value of the convertible bond
was converted into ordinary shares of the Company (out of which euro
38.2 million in the reporting period).

Year ended December 31,

4. CONVERTIBLE BOND SERIES C

On December 15, 2015, the Company successfully completed with place-
ment of a euro 300 million senior, unsecured convertible bond convert-
ible into new ordinary shares of the Company and maturing in January
2021. The bond was placed by the Company to institutional investors,
with a coupon of 1.5% p.a., payable semi-annually in arrear, at an issue
price of 97.05% of its principal amount, and will be redeemed in maturity
at par value. The initial conversion price was set at euro 5.79 per share.
Due to the dividend distribution occurred in December 2016, the con-
version price was adjusted to euro 5.6862 per share.

2016 2015
In thousands of euro Year ended December 31,
Balance at the beginning of the 2016 2015
year 427,988 B In thousands of euro
Balance at the beginning of the
Proceeds from issuance of con- year 281,745 -
vertible bond series B (4,500 notes
at euro 100,000 par value each) - 430,560
) Proceeds from issuance of con-
Transaction costs (287) (3330)  vertible bond series C (3,000 notes
Net proceeds during the year (287) 427,230 at euro 100,000 par value each) - 291150
Transaction costs (902) (2,609)
Amount classified as equity - (4,029) Net proceeds during the year (902) 288,541
Expenses for the year 17,642 11,999 Amount classified as equity - (7,076)
Expenses paid (13,026) (6,750) Expenses for the year 8,106 280
Conversion to ordinary shares (36,360) (462) Expenses paid (2,626) -
Carrying amount of liability at the Carrying amount of liability at the
end of the year 395,957 427,988 end of the year 286,323 281,745
Non-current portion of converti- Non-current portion of
ble bond series B 394,048 425914 convertible bond series C 284,279 281,585
Accrued interest 1,909 2,074 Accrued interest 2,044 160
Total convertible bond series B 395,957 427988 Total convertible bond series C 286,323 281745
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5. STRAIGHT BOND SERIES D

On April 26, 2016, the Company successfully completed the placement
of a euro 600 million (nominal value) senior, unsecured straight bond ma-
turing in May 2022, which bears a coupon of 1.5% p.a., payable annually in
arrears, for a consideration that reflects 95.542% of its principal amount.

On November 1, 2016, the Company’s fully owned subsidiary ATF Nether-
lands BV was substituted for the Company as the primary obligor under
the bond, and the Company granted an unconditional and irrevocable
guarantee of all payments under the bond.

Year ended December 31

6. STRAIGHT BOND SERIES E

OnJuly 1, 2016, the Company successfully completed the placement of a
euro 500 million (nominal value) senior, unsecured straight bond maturing
in July 2024, which bears a coupon of 15% p.a., payable annually in arrears,
for a consideration that reflects 95.312% of its principal amount.

On November 1, 2016, the Company’s wholly owned subsidiary ATF Neth-
erlands BV was substituted for the Company as the primary obligor under
the bond, and the Company granted an unconditional and irrevocable
guarantee of all payments under the bond.

On November 2, 2016, ATF successfully completed the tap up placement
of additional euro 150 million (nominal value) of straight bond series E,
for a consideration that reflected 96.297% of its principal amount. As a
result, the total aggregated principal amount of the straight bond series
E increased to euro 650 million (nominal value).

Year ended December 31

2016 2015

In thousands of euro

Balance at the beginning of the

2016 2015 year - -
In thousands of euro
Balance at the beginning of the Proceeds from issuance of straight
year - " bond series E (5,000 notes at euro
100,000 par value) 476,560 -
Proceeds from issuance of straight Proceeds from issuance of straight
bond series D (6,000 notes at euro bond series E (1,500 notes at euro
100,000 par value) 573,252 - 100,000 par value) 144,446 -
Transaction costs (5177) - Transaction costs (6,552) -
Net proceeds during the year 568,075 - Net proceeds during the year 614,454 -
Expenses for the year 9,241 - Expenses for the year 5,475 -
Expenses paid - - Expenses paid - -
Carrying amount of liability at the Carrying amount of liability at the
end of the year 577,316 - end of the year 619929 -
Non-current portion of straight Non-current portion of straight
bond series D 571,349 - bond series E 616,136 -
Accrued interest 5,967 - Accrued interest 3,793 -
Total straight bond series D 577,316 - Total straight bond series E 619,929 -
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7. STRAIGHT BOND SERIES F

On December 6, 2016, ATF successfully completed the placement of a
euro 500 million (nominal value) senior, unsecured straight bond maturing
in March 2023, which bears a coupon of 2.125% p.a., payable annually in
arrears, for a consideration that reflects 99.003% of its principal amount.
The bond was issued by ATF and is unconditionally and irrevocably guar-
anteed by the Company.

For further information regarding an additional tap issue of the bond that
occurred after the reporting period, please see note 27.

Year ended December 31

2016 2015
In thousands of euro
Balance at the beginning of the
year ; _
Proceeds from issuance of straight
bond series F (5,000 notes at euro
100,000 par value) 495,015 -
Transaction costs (6,058) -
Net proceeds during the year 488,957 -
Expenses for the year 598
Expenses paid - -
Carrying amount of liability at the
end of the year 489555 B 8. STRAIGHT BOND SERIES G
During December 2016, ATF successfully completed the placement of a
euro 30 million (nominal value) senior, unsecured coupon-free short term
Non-current portion of straight note maturing in December 2017, for a consideration that reflects 99.98%
bond series F 489,031 - ofits principal amount. The bond was issued by ATF and is uncondition-
Accrued interest 524 - ally and irrevocably guaranteed by the Company. The bond is presented
) ) under the Credit from financial institutions account in the consolidated
Total straight bond series F 489,555 - ) "
statement of financial position.
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C.

This note provides an overview of certain of the covenants applicable to
the Company under its outstanding series of bonds. The complete terms
and conditions of each series of bonds are set forth in the relevant bond
documentation. Capitalized terms used in this note have the meanings
set forth in the terms and conditions of the relevant series of bond.
Under the terms of its outstanding series of bonds, the Company has
undertaken that it will not, and will procure that none of its Restricted
Subsidiaries will, incur any Indebtedness if, immediately after giving effect
to the incurrence of such additional Indebtedness and the application of
the net proceeds of such incurrence: the sum of:

(i) the Consolidated Indebtedness (less Cash and Cash Equivalents) as
at the Last Reporting Date; and (i) the Net Indebtedness (less Cash and
Cash Equivalents) incurred since the Last Reporting Date would exceed
50 per cent or 60 per cent. (depending on the relevant series of bonds)
of the sum of (without duplication): (i) the Total Assets (less Cash and
Cash Equivalents) as at the Last Reporting Date; and (ii) the purchase
price of any Real Estate Property acquired or contracted for acquisition
by the Group since the Last Reporting Date; and (iii) the proceeds of any
Indebtedness incurred since the Last Reporting Date (but only to the
extent that such proceeds were not used to acquire Real Estate Property
or to reduce Indebtedness); and

(i) the Consolidated Secured Indebtedness (less Cash and Cash Equiva-
lents) as at the Last Reporting Date; and (ii) the Net Secured Indebted-
ness (less Cash and Cash Equivalents) incurred since the Last Reporting
Date shall not exceed 45 per cent. of the sum of (without duplication): (i)
the Total Assets (less Cash and Cash Equivalents) as at the Last Reporting
Date; (i) the purchase price of any Real Estate Property acquired or con-
tracted for acquisition by the Group since the Last Reporting Date; and
(iii) the proceeds of any Indebtedness incurred since the Last Reporting
Date (but only to the extent that such proceeds were not used to acquire
Real Estate Property or to reduce Indebtedness).

The Company has also undertaken that the sum of: (i) the Unencumbered
Assets (less Cash and Cash Equivalents) as at the Last Reporting Date; and
(i) the Net Unencumbered Assets (less Cash and Cash Equivalents) newly
recorded since the Last Reporting Date will at no time be less than 125
per cent. of the sum of: (i) the Unsecured Indebtedness (less Cash and
Cash Equivalents) at the Last Reporting Date; and (i) the Net Unsecured
Indebtedness (less Cash and Cash Equivalents) incurred since the Last
Reporting Date.

The Company has also undertaken that on each Reporting Date, the
Interest Coverage Ratio will be at least 1.5, 1.8, 1.86 or 2.0 (depending on
the relevant series of bond).

In addition, under the Series A Bonds, the Company has undertaken that
it will, up to and including the Final Discharge Date, procure that Net Debt
shall not exceed: (a) at any time, 55% of the Portfolio Value; and (b) 50%
of the Portfolio Value for a period of more than six (6) months;

The Company'’s outstanding series of bonds also generally prohibit the
Company from issuing additional bonds with the benefit of security in-
terests unless the same security is granted to the Company’s outstanding
unsecured bonds equally and rateably.

Certain of the Company’s bond series also limit the ability of Restricted
Subsidiaries to encumber or restrict their ability to (i) pay dividends to the
Company, (i) make payments on indebtedness owed to the Company,
(iii) make loans or advances to the Company or other Restricted Subsid-
iaries, or (iv) transfer their properties or assets to the Company or any
other Restricted Subsidiaries, subject, in each case, to certain carve-outs
without respect to, among other things, (a) Subsidiary Project Financing,
(b) Project Financing Debt, (c) purchase money obligations for proper-
ty acquired in the ordinary course of business, (d) customary provisions
in joint venture, asset sale and other types of agreements, (e) security
granted in connection with Relevant Indebtedness, and (f) the granting of
guarantees or indemnities in connection with the issue of Further Bonds
by other members of the Group.

(3) OTHER PLEDGE

In addition to the pledge above, as of December 31, 2016, out of the
Company’s total holding in GCP S.A.19.5 million of GCP S.A’'s shares are
pledged due to a facility agreement.
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20. DERIVATIVE FINANCIAL
INSTRUMENTS

As at December 3],

2016 2015
In thousands of euro
LIABILITIES
Non-current portion 6,896 3,590

The Group uses interest rate swaps, collars, caps and floors (“hedging
instruments”) to manage its exposure to interest rate movements on its
bank borrowings. All of the Group’s derivatives financial instruments are
linked to the bank loans maturity.

The calculation of the fair value of hedging instruments is based on dis-
counted cash flows of future anticipated interest payments in place com-
pared with the discounted cash flows of anticipated interest payments
at market interest rates based on the hedging instrument agreement at
the reporting date.

21. OTHER NON-CURRENT
LIABILITIES

22. RELATED PARTY
TRANSACTIONS

The transactions and balances with related parties are as follows:

As at December 3],

2016 2015
In thousands of euro
Interest expenses on loans from
shareholders and related parties - (26)
As at December 31,
2016 2015

In thousands of euro

Rental and operating expenses to

related party during the year (179) -

There were no transactions between the group and its key management
during the year (except as described in note 18).

23. TRADE AND OTHER

PAYABLES
As at December 3],
2016 2015 As at December 3],
In thousands of euro 2016 2015
Tenancy deposits 4,156 741 In thousands of euro
Finance lease liability 1139 1381 Trade and other payables 39,554 43,528
Long term payables 35,535 58,675  Prepayments received on operating
Deferred income 717 1639  costs 57,000 18978
41547 62,436 Deferred income 6,258 657
Other short term liabilities 4,909 32,808
107,721 95,971
The fair values of trade and other payables due within one year approx-
imate to their carrying amounts as presented above.
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24. FINANCIAL INSTRUMENTS AND RISK
MANAGEMENT

FINANCIAL RISK FACTORS

The Group is exposed to the following major risks from its use of financial instruments:
— Credit risk

— Liquidity risk

— Operating risk

— Market risk

The Group is not exposed to currency risk as all its investments and financing arrangements are in euro.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk man-
agement framework.

The Group’s risk management policies are established to identify and analyze the risks faced by the Group, to
set appropriate risk limits and controls, and monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and in the Group’s activities.

(I) CREDIT RISK

Credit risk arises because a failure by counter parties to discharge their obligations could reduce the amount
of future cash inflows from financial assets on hand at the reporting date. The Group has no significant con-
centration of credit risk. The Group has policies in place to ensure that sales of products and services are
made to customers with an appropriate credit history and monitors on a continuous basis the ageing profile
of its receivables.

TRADE AND OTHER RECEIVABLES

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each tenant. The
Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of
trade and other receivables. The main components of this allowance are a specific loss component that relates
to individually significant exposures and a collective loss component established for groups of similar assets
in respect of losses that have been incurred but not yet identified.

CASH AND CASH EQUIVALENTS

The Group held cash and cash equivalents of euro 641 million as at December 31, 2016 (December 31, 2015: euro
121 million), which represents it§7maximum credit exposure on these assets.
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() LIQUIDITY RISK

Liquidity risk is the risk that arises when the maturity of assets and liabilities does not match. An unmatched
position potentially enhances profitability, but can also increase the risk of loss. The Group has procedures
with the object of minimizing such losses such as maintaining sufficient cash and other highly liquid current
assets and by having available an adequate amount of committed credit facilities.

The following are the remaining contractual maturities at the end of the reporting period and at the end of
2015 of financial liabilities, including estimated interest payments, the impact of derivatives and excluding the

impact of netting agreements:

AS AT DECEMBER 31, 2016

Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3
amount Total or less months years years years
In thousands of euro

NON-DERIVATIVE FINANCIAL
LIABILITIES
Loans and notes 991,506 1113120 2,629 52,036 155,610 73,339 829,506
Straight bonds 1,724,321 1,993,910 - 22,558 30,563 30,563 1,910,226
Convertible bonds 713,512 810,727 2,250 15,769 18,019 50,469 724,220
Trade payables 39,554 39,554 6,592 32,962 - - -
TOTAL 3,468,893 3,957,311 1,471 123,325 204,192 154,371 3,463,952
AS AT DECEMBER 31, 2015 Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3

amount Total or less months years years years

In thousands of euro

NON-DERIVATIVE FINANCIAL
LIABILITIES
Loans and notes 609,205 778,205 65,034 47144 131,278 108,217 426,532
Straight bonds 188,284 236,000 - 6,000 6,000 6,000 218,000
Convertible bonds 820,536 1,007,626 - 22,126 24,000 24,000 937,500
Trade payables 43,528 43,528 7,254 36,274 - - -
TOTAL 1,661,553 2,065,359 72,288 11,544 161,278 138,217 1,582,032

() OPERATING RISK

Operational risk is the risk that derives from the deficiencies relating to the Group’s information technology
and control systems as well as the risk of human error and natural disasters. The Group’s systems are evaluated,

maintained and upgraded continuously.
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(IVJACCOUNTING CLASSIFICATIONS AND FAIR VALUES
FAIR VALUE HIERARCHY

The table below analyzes financial instruments carried at fair value,
by the levels in the fair value hierarchy. The different levels have been
defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical as-
sets or liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that
are observable for the assets or liabilities, either directly (i.e. as prices)

or indirectly (i.e. derived from prices).

Level 3: Inputs for the assets or liabilities that are not based on observ-
able market data (unobservable inputs).

Level 1 Level 2 Level 3 Total
In thousands of euro

DECEMBER 31, 2016

Traded securities at fair
value through profit or

loss 180,810 - - 180,810
TOTAL ASSETS 180,810 - - 180,810
Derivative financial

instruments - 6,896 - 6,896
TOTAL LIABILITIES - 6,896 - 6,896

DECEMBER 31, 2015

Traded securities at fair
value through profit or

loss 261,527 - - 261,527
TOTAL ASSETS 261,527 - - 261527
Derivative financial

instruments - 3,590 - 3,590
TOTAL LIABILITIES - 3,590 - 3,590

(a) The fair value of financial instruments that are not traded in an active market is determined by using valuation
techniques. The Group uses its judgment to select a variety of methods and make assumptions that are mainly
based on market conditions existing at each reporting date.

(b) All of the Group’s derivative financial instruments are linked to the bank loan maturities. The calculation of the
fair value of hedging instruments is based on discounted cash flows of future anticipated interest payments in
place compared with the discounted cash flows of anticipated interest payments at market interest rates based
on the hedging instrument agreement at the reporting date.

(V) OTHER RISKS

The general economic environment prevailing internationally may affect the Group’s operations to a great extent.
Economic conditions such as inflation, unemployment, and development of the gross domestic product are di-
rectly linked to the economic course of every country and any variation in these and the economic environment
in general may create chain reactions in all areas hence affecting the Group.

CAPITAL MANAGEMENT

The Group manages its capital to ensure that it will be able to continue as a going concern while increasing the
return to owners through the striving to keep a low debt to equity ratio. The management closely monitors and
keeps low the Loan to Value ratio (LTV) and self-preserve conservative financial profile in order to ensure that
it remains within its quantitative covenants and to reach long term strong credit rating for the Company. As at
December 31, 2016 and 2015 the Group did not breach any of its loan covenants, nor did it default on any other
of its obligations under its loan agreements.
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25. COMMITMENTS

The Group had no significant commitments as at December 31, 2016.

26. CONTINGENT ASSETS AND
LIABILITIES

The Group had no significant contingent assets and liabilities as at
December 31, 2016.

27. EVENTS AFTER THE REPORTING PERIOD

a) In January 2017, the Group completed the acquisition of a retail property
portfolio located in Germany for a purchase price of approximately €780
million (the Portfolio). In parallel, the Group has received bids from third
parties to acquire more than half of the properties belonging to the
Portfolio (which properties are currently considered as assets held for sale).
The effect of the acquisition after the potential on-sales to third parties
would be a net acquisition amount of approximately €350 million (the Net
Portfolio). The Net Portfolio is comprised of 20 properties across Germany
mostly overlapping with the Group’s strategic locations. As of the date of
the acquisition, the Portfolio was fully let to an investment grade tenant
(rated “BBB-" by S&P) with a WALT of approximately 10 years and generated
approximately €59.5 million of annual net rent. As of the date of acquisition,
the Net Portfolio generated €28 million of annual net rent. The potential
on-sales to third parties are planned during the calendar year 2017.

b) On January 13, 2017, the Company through ATF successfully tapped
its 2.125% coupon straight bond series F due 2023 by additional euro 50
million at a subscription price of 99.458% of its principal amount. The
new tranche was placed as a private placement with a single investor who
had not previously participated in ATF credit. Following settlement, the
aggregate nominal amount of the straight bond series F was increased
to euro 550 million.

¢) On January 17, 2017, the Company through ATF successfully tapped its
Perpetual notes by additional euro 100 million at a subscription price of
96.297% of its principal amount. Following settlement, the aggregate nom-
inal amount of the Perpetual notes was increased to euro 600 million.

d) On February 9, 2017, PCl announced its resolution to exercise its rights
to redeem the outstanding convertible bond. The outstanding Series A
Bonds were redeemed at their accreted principal amount (as defined
in the bond’s Terms and Conditions) on March 13, 2017, together with
accrued but unpaid interest to that date.

e) On February 28, 2017, the Company announced its decision to apply
for an admission of the Company’s shares for trading on an EU-regulated
market within the course of 2017. The Company believes the upgrade
will enhance the visibility and tradability of its shares and will enable the
Company’s shares to be included in various stock indices.

f) In March 2017, the Company announced that it intended to upgrade
the listing of its shares to an EU regulated market and that the board
of directors of the Company had decided to recommend to the
shareholders of the Company that the Company migrate from Cyprus
to Luxembourg and continue as a Luxembourg company.

g) On March 10, 2017, the Company together with ATF announced the
establishment of a euro 1.5 billion Euro Medium Term Notes Programme
(“the EMTN Programme”). The EMTN Programme will facilitate the
issuance by ATF of senior notes over time in various currencies and
maturities as a continuing element of Aroundtown’s financing strategy.
Notes issued under the EMTN Programme will be guaranteed by the
Company and will rank pari passu with ATF’s outstanding senior notes.
The base prospectus for the EMTN Programme is dated March 10, 2017,
and has been approved by the Central Bank of Ireland for admission to
the regulated market of the Irish Stock Exchange.

h) On March 20, 2017, the Company through ATF successfully placed USD
400 million fixed rate notes due 2032. These notes are the first placement
under the EMTN programme described above, and were issued as a private
placement with a single investor in Asia who had not previously invested in
the Company. The currency risk inherent in the notes has been hedged by
swap resulting in an effective coupon of euro 2% until 2022.

i) On March 29, 2017, the Company announced on its resolution to
exercise its right to fully redeem the outstanding straight bond series A in
accordance with the bond’s Terms and Conditions. The redemption shall
take place on May 4, 2017, at the principal with accrued but unpaid interest.

28. GROUP SIGNIFICANT HOLDINGS

The details of the significant Group are as follows:

As at December 3],

PLACE OF PRINCIPAL 2016 2015
NAME INCORPORATION ACTIVITIES Holding % Holding %
SUBSIDIARIES HELD
DIRECTLY BY THE COMPANY
Edolaxia Limited Cyprus Holdings 100% 100%
ATF Netherlands BV Netherlands Financing 100% -
SUBSIDIARIES HELD
INDIRECTLY BY THE
COMPANY
Camelbay Real Estate Limited Cyprus Holdings 100% 100%
Primecity Investment PLC Cyprus Holdings 95% 78%
ASSOCIATES HELD
INDIRECTLY BY THE
COMPANY
Grand City Properties S.A. Luxemburg Holdings 35% 35%
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INDEPENDENT
AUDITORS’

REPORT

TO THE MEMBERS OF

AROUNDTOWN PROPERTY HOLDINGS PLC

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

OPINION

We have audited the accompanying consolidated financial statements of
Aroundtown Property Holdings Plc (“the Company”), and its subsidiaries
(“the Group”), which are presented on pages 72 to 114 and comprise the
consolidated statement of financial position as at December 312016, and
the consolidated statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year then ended, and
notes to the financial statements, including a summary of significant ac-
counting policies.

In our opinion, the accompanying consolidated financial statements give
a true and fair view of the consolidated financial position of the Compa-
ny as at December 312016, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the Euro-
pean Union (IFRS-EU) and the requirements of the Cyprus Companies Law,
Cap. 113, as amended from time to time (the “Companies Law, Cap. 113”).

Basis for opinion

We conducted our audit in accordance with International Standards on
Auditing (ISAs). Our responsibilities under those standards are further de-
scribed in the “Auditors’ responsibilities for the audit of the consolidated
financial statements” section of our report. We are independent of the
Group in accordance with the Code of Ethics for Professional Account-
ants of the International Ethics Standards Board for Accountants (IESBA
Code), and the ethical requirements in Cyprus that are relevant to our
audit of the consolidated financial statements, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and
the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial state-
ments of the current period. These matters were addressed in the con-
text of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

INVESTMENT PROPERTIES
(2016: €5,016,235 thousand, 2015: €2,430,595 thousand)

See Note 12 to the financial statements.

The key audit matter

How the matter was
addressed in our audit

The Group has significant holding
of investment properties as they
represented 62% of total assets.
We identified the valuation of in-
vestment properties as a key audit
matter due to the significance of
the balance to the financial state-
ments as a whole, and the signif-
icant element of judgment and
estimation associated with deter-
mining the fair value.

As disclosed in notes 3(L) and 12 to
the financial statements, the fair
value is based on the valuation per-
formed by an independent quali-
fied external valuer (the “Valuer”),
engaged by the Group, using dis-
counted cash flow valuation model
which considers the present value
of net cash flows to be generat-
ed from the property, taking into
account expected rental growth
rate, void periods, occupancy rate,
lease incentive costs such as rent-
free period and other costs not
paid by tenants. The expected net
cash flows are discounted using
risk-adjusted discount rates. Among
other factors, the discount rate es-
timation considers the quality of a
building and its location (prime vs
secondary), tenant credit quality
and lease terms. This involves the
making of certain assumptions and
the use of estimates.

Our audit procedures in this area

included, among others:

— Assessing the competence,
capabilities, qualifications and
objectivity of the external in-
dependent valuers employed
by the Group.

— Assessing the property valua-
tions, prepared by independ-
ent valuers appointed by the
Group, utilizing within this pro-
cess our real estate specialists
to challenge the appropriate-
ness of the assumptions, the
valuation methods and model
used. During this process we
compared the assumptions
to external data and industry
norms as well as our own as-
sessment in relation to yield
rates on a geographical basis
as well as on a property type
basis.

— Testing the integrity, accuracy
and completeness of inputs
used by appraiser (e.g. net rent
and sgm).

— Considering the adequacy of
the disclosures in the financial
statements in relation to in-
vestment properties.

— Performing a sensitivity analy-
sis on the significant assump-
tions to evaluate the extent of
impact on the fair values and
assessed the appropriateness
of the Group’s disclosures re-
lating to these sensitivities.
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BUSINESS COMBINATIONS
(Total identifiable Assets acquired, 2016: €1,009,925 thousand, 2015:

€525,330 thousand)

See Note 4 to the financial statements.

The key audit matter

How the matter was
addressed in our audit

CONVERTIBLE BONDS

(2016: €708,686 thousand, 2015: €817,721 thousand)

See Note 19 to the financial statements.

The key audit matter

How the matter was
addressed in our audit

During the year the Group an-
nounced several acquisitions of
businesses. The final purchase con-
sideration was €902 million. Such
transactions can be complex and
judgment is involved in determin-
ing whether each transaction is a
business combination or an acqui-
sition of asset. The Group assessed
that the acquisitions qualify as busi-
ness combinations by applying the
definition in IFRS 3.

The Group determined that the fair
value of the net identifiable assets
acquired was €1,010 million.

Accounting for the acquisition re-
quires the Group to determine the
preliminary fair value consideration
transferred and the net assets ac-
quired as part of the acquisition.
This requires the Group to make a
number of judgments which focus
on, but not limited to the fair value
of investment properties.

We focused on the investment
properties acquired in the context
of the business combination due to
the inherent uncertainty in estimat-
ing their fair value.

The goodwill and negative goodwill
arising from the several acquisitions
was highly dependent on the fair
value of the identifiable assets ac-
quired and the liabilities acquired at
the acquisition date.

Our audit procedures in this area

included, among others:

— Assessing the Group’s position
that the acquisitions should
be accounted for as a business
combination and determined
that it was appropriately ac-
counted for in accordance with
the definition set out in IFRS 3.

— Assessing the appropriateness
of the identifiable assets ac-
quired and the liabilities ac-
quired at the acquisition date
against market benchmark by
inspecting the clauses laid out in
the share purchase agreements.

— Reviewing and evaluating the
Group’s procedure for deter-
mining the fair value of the net
identifiable assets acquired and
liabilities assumed and challeng-
ing the Group’s assessment of
their fair values by reference to
evidence provided by third par-
ties (such as property valuers).
Within this process property
valuations prepared by the in-
dependent valuers, engaged by
the Group, were obtained and
evaluated by the audit team.

— Re-performing the calculation
of the goodwill and negative
goodwill arising from the ac-
quisitions being the difference
between the total purchase
consideration and the fair val-
ue of the net identifiable assets
was in line.

— Assessing whether the disclo-
sures in the consolidated fi-
nancial statements in respect
of the acquisitions and related
judgments, are consistent with
IFRS requirements.

The Group has significant amount
of outstanding convertible bonds.
We have identified the valuation
of and the accounting treatment
for convertible bonds as key au-
dit matters because both are
complex areas. The separation of
the debt element from the equi-
ty element of a convertible bond
can involve a significant degree of
judgment and is subject to an in-
herent risk of error.

Our audit procedures in this area

included, among others:

— Inspecting Board minutes and
other appropriate documenta-
tion of authorization to assess
whether the transactions were
appropriately authorized.

— Verifying amounts, interest rate
and maturity date to the sup-
porting documentation, debt
agreement, prospectuses or
to third party statements and
examined terms and conditions
of the bonds.

— Testing the calculations carried
out to split the convertible
bonds into equity and debt
element. We examined the
valuation report from external
experts engaged by the Group
to identify the value of equity
used which was assessed by
KPMG internal specialists.

— Assessing the accuracy of his-
torical financial information, ex-
amined the mathematical accu-
racy of calculations, evaluated
the valuation technique applied
and approach used and evalu-
ated the assumptions used to
calculate discount rate.
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PERPETUAL NOTES

(2016: €478,277 thousand, 2015: NIL)

See Note 17 to the financial statements.

The key audit matter

How the matter was
addressed in our audit

The Group has issued significant
amount of perpetual notes. The
classification of these perpetual
notes requires significant judg-
ment as to whether these should
be treated as debt, equity or as a
hybrid financial instrument.

The notes have no maturity date;
they carry a Call option for re-
demption exercisable at the Issu-
er’s discretion, an optional Interest
Deferral, which the Issuer has the
ability to defer at any time.

Our audit procedures in this area

included, among others:

— Preparing an IFRS analysis re-
garding the accounting treat-
ment of the Undated Subor-
dinated Notes, classifying the
perpetual notes as equity and
involving KPMG Specialist in
assessing the facts and de-
termining correctness of the
applied accounting treatment.

— Assessing adequacy of disclo-
sures in the Group financial
statements.

OTHER INFORMATION

The Board of Directors is responsible for the other information. The other
information comprises the Board of Directors’ report.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon, except as required by the Companies Law, Cap. 113.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the con-
solidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. Our report in this
regard is presented in the “Report on other legal requirements” section.

Responsibilities of the Board of Directors for
the consolidated financial statements

The Board of Directors is responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance with
IFRS-EU and the requirements of the Companies Law, Cap. 113, and for
such internal control as the Board of Directors determines is necessary to
enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors
is responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting, unless there is an intention
to either liquidate the Group or to cease operations, or there is no real-
istic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial
reporting process.
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AUDITORS RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material mis-
statement, whether due to fraud or error, and to issue an auditors’ re-
port that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Mis-
statements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judg-
ment and maintain professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the consoli-
dated financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

— Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the Board of Directors.

— Conclude on the appropriateness of the Board of Directors’ use of
the going concern basis of accounting and, based on the audit ev-
idence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the consolidated financial state-
ments or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the
date of our auditors’ report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the con-
solidated financial statements, including the disclosures, and whether
the consolidated financial statements represent the underlying trans-
actions and events in a manner that achieves a true and fair view.

— Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings.

We also provide the Board of Directors with a statement that we have
complied with relevant ethical requirements regarding independence, and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where appli-
cable, related safeguards.

From the matters communicated with the Board of Directors, we deter-
mine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are there-
fore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Report on other legal requirements

Pursuant to the additional requirements of the Auditors and Statutory
Audits of Annual and Consolidated Accounts of Law 2009, L42(l)/2009, as
amended from time to time (“Law 42(1)/2009"), we report the following:

— We have obtained all the information and explanations we consid-
ered necessary for the purposes of our audit.

— In our opinion, proper books of account have been kept by the Com-
pany, so far as it appears from our examination of these books.

— The consolidated financial statements are in agreement with the
books of account.

— In our opinion and to the best of our information and according to
the explanations given to us, the consolidated financial statements
give the information required by the Companies Law, Cap. 113, in the
manner so required.

— In our opinion, the Board of Directors’ Report on pages 2 to 65, the
preparation of which is the responsibility of the Board of Directors,
has been prepared in accordance with the requirements of the Com-
panies Law, Cap. 113, and the information given is consistent with the
financial statements.

— In the light of the knowledge and understanding of the business and
the Company’s environment obtained in the course of our audit,
we have not identified material misstatements in the Management
Report.

Other matter

This report, including the opinion, has been prepared for and only for
the Company’s members as a body in accordance with Section 34 of Law
42(1)/2009 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose or to any other
person to whose knowledge this report may come to.

The engagement partner on the audit resulting in this independent au-
ditors’ report is Panicos Antoniades.

\

Panicos Antoniades, FCCA

Certified Public Accountant and Registered Auditor
for and on behalf of

KPMG Limited

Certified Accountants and Registered Auditors

Larnaca
March 31, 2017
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

CONSOLIDATED
STATEMENT OF

COMPREHENSIVE
NCOME

For the year ended December 3],

2015 2014
Note In thousands of euro

Revenue 5 125,162 257,171
Capital gains, property revaluations and other income 6 814,511 (*) 877,618
Share in profit from investment in equity-accounted investees 14 134,138 (*) 936
Property operating expenses 7 (28,152) (102,031)
Cost of buildings sold 5a - (14,425)
Administrative & other expenses 8 (4,664) (7,797)
Operating profit 1,040,995 1,011,472
Finance expenses 9a (20,466) (26,930)
Other financial results 9b 7,869 (32,877)
Net finance expenses (12,597) (59,807)
Profit before tax 1,028,398 951,665
Current tax expenses 10b (9,264) (16,760)
Deferred tax expenses 10c (98,380) (36,451)
Tax and deferred tax expenses (107,644) (53,21m)
Profit for the year 920,754 898,454
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year 920,754 898,454

(*) Reclassified

The accompanying notes on pages F-53 to F-76 form an integral part of these consolidatéosﬁrﬂnlw:c-épsfatements



For the year ended December 31,

2015 2014
Note In thousands of euro

Profit attributable to:
Owners of the Company 686,892 714,893
Non-controlling interests 233,862 183,561
Profit for the year 920,754 898,454
Net earnings per share attributable to the owners of the Company (in euro)
Basic earnings per share 1 126 143
Diluted earnings per share il 1.01 141

The accoﬁw%éz)[ﬁ-gzlr?ofes on pages F-53 to F-76 form an integral part of these consolidated financial statements



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED
STATEMENT OF

SINANCIAL POSITION

As at December 31,

2015 2014
Assets Note In thousands of euro
Equipment and intangible assets 12 5123 4,543
Investment property 13 2,430,595 426,303
Advanced payments for investment property 51,490 25,183
Equity-accounted investees 14 1183148 908,435
Other long term investments 15 335,741 178,499
Deferred tax assets 10c 1,505 902
Non-current assets 4,007,602 1,543,865
Cash and cash equivalents 121,243 27994
Short term deposits 4,213 1718
Traded securities at fair value through profit and loss 261,527 146,038
Trade and other receivables 16 45,562 1954
Current assets 432,545 177,704
Total assets 4,440,147 1,721,569

The accompanying notes on pages F-53 to F-76 form an integral part of these consolidatéosﬁrynlw:c-éﬁsfatements



As at December 3],

2015 2014
Equity Note In thousands of euro
Share capital 17 6,001 38
Retained earnings and capital reserves 2,099,408 113,531
Equity attributable to the owners of the Company 2,105,409 1,113,569
Non-controlling interests 320,103 108,092
Total equity 2,425,512 1,221,661
Liabilities
Loans and borrowings 18A 515,913 138,964
Straight bonds 18E 187,923 150,522
Convertible bonds 18B, C, D 817,721 96,728
Derivative financial instruments 19 3,590 4,995
Deferred tax liabilities 10c 185,774 46,614
Other long term liabilities 20 62,436 1,203
Non-current liabilities 1,773,357 439,026
Credit from financial institutions 36,134 42,390
Loans and borrowings 18A 93,292 6,855
Trade and other payables 22 95,971 8,725
Tax payable 2,674 1,756
Provisions for other liabilities and charges 13,207 1156
Current liabilities 241,278 60,882
Total liabilities 2,014,635 499,908
Total equity and liabilities 4,440,147 1,721,569

On March 29, 2016 the Board of Directors of Aroundtown Property Holdings PLC authorised these consolidated financial statements for issuance.

/
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JelenéfrAfxentiou
Director

m— -
Reshef Ish-Gur Elena Koushos
Director Director

The accoﬁw%?g)l’?]-gllr?ofes on pages F-53 to F-76 form an integral part of these consolidated financial statements



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CONSOLIDATED

STATEMENT OF
CHANGES N EQU

Attributable to the owners of the Company

Non-
Share Capital Retained controlling Total
capital reserves earnings Total interests equity
In thousands of euro
Balance as at December 31, 2014 38 7,416 1,106,115 1,113,569 108,092 1,221,661
Profit for the year = - 686,892 686,892 233,862 920,754
Other comprehensive income for the year - - - - - -
Total comprehensive income for the year = - 686,892 686,392 233,862 920,754
Issuance of ordinary shares 4,962 - = 4,962 = 4,962
Issuance of ordinary shares related to capital increase 1,000 313,768 - 314,768 - 314,768
Equity component related to convertible bonds
issued by the Group = 1,05 = 1,005 489 1,594
Conversions of convertible bonds to ordinary shares 1 461 = 462 = 462
Non-controlling interests arising from initially
consolidate companies = - = - 25,292 25,292
Transactions with non-controlling interests - - (26,349) (26,349) (47,632) (73,981)
Balance as at December 31, 2015 6,001 332,750 1,766,658 2,105,409 320,103 2,425,512
Balance as at December 31, 2013 10 7,416 382,334 389,760 481,904 871,664
Profit for the year = - 714,893 714,893 183,561 898,454
Other comprehensive income for the year = - = - = -
Total comprehensive income for the year = - 714,893 714,893 183,561 898,454
Issuance of ordinary shares 28 - - 28 - 28
Share based payment in a subsidiary = - = - 7 71
Equity portion of convertible bond in subsidiaries = - = - 8,901 8,901
Transaction with non-controlling interests = - 8,888 8,388 74,035 82,923
Change in non-controlling interests due to
acquisitions and disposals of subsidiaries = - = - (640,480) (640,480)
Balance as at December 31, 2014 38 7,416 1,106,115 1,113,569 108,092 1,221,661

The accoh%?r?)!ﬁ-gsnoofes on pages F-53 to F-76 form an integral part of these consolidated financial statements |



CONSOLIDATED STATEMENT OF CASH FLOWS

CONSOLIDATED
SIATEMENT OF CASH

-LOWS

For the year ended December 31,

2015 2014
Note In thousands of euro
Cash flows from operating activities
Profit for the year 920,754 898,454
Adjustments for the profit:
Depreciation and amortization 12 377 923
Capital gains, property revaluations and other income 6 (814,51) (*) (877,618)
Share in profit from investment in equity-accounted investees (134,138) (*) (936)
Share-based payment in a subsidiary = 7
Finance expenses, net 9 12,597 59,807
Tax and deferred tax expenses 10 107,644 53,211
92,723 134,012
Change in:
Inventories — trading property = 1434
Trade and other receivables (27,359) (45,495)
Trade and other payables 23,517 37,293
Provisions for other liabilities and charges 6,355 7276
95,236 147,220
Dividend received 7445 -
Tax paid, net (8,376) (12,648)
Net cash provided by operating activities 94,305 134,572
Cash flows from investing activities
Acquisitions and disposals of equipment and intangible assets, net (957) (1,781)
Capex, investments and acquisition of investment property and advances paid, net (776,436) (322,303)
Acquisition and disposals of subsidiaries and associate, net of cash acquired or disposed (386,297) (82,815)
Investment in trade securities and other financial assets, net (255,035) (222,267)
Net cash used in investing activities (1,418,725) (629,166)

(*) Reclassified.

-1 The accompanying notes on pages F-53 to F-76 form an integral part of these consolidatéosﬁrynlw:c-éllsfatements



For the year ended December 31,

2015 2014
In thousands of euro

Cash flows from financing activities

Proceed from issuance of shares 319,731 -
Amortization of loans from financial institutions (9,812) (15,306)
Proceeds (Repayments) of loans from financial Institutions and others, net 383,898 (151,400)
Proceeds from issuance of straight and convertible bonds, net 856,190 787250
Transactions with non-controlling interests (12,578) 74,035
Finance expenses paid, net (19,760) (36,303)
Net cash provided by financing activities 1,417,669 658,276
Cash in subsidiaries on which the company lost its control - (270,131)
Net increase (decrease) in cash and cash equivalents 93,249 (106,449)
Cash and cash equivalents at January 1 27994 134,443
Cash and cash equivalents at December 31 121,243 27,994

The accoﬁw%?g)l’?]-gsr?ofes on pages F-53 to F-76 form an integral part of these consolidated financial statements



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE

CONSOLIDATED

-INANCIAL
STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

1. GENERAL

(A) INCORPORATION AND PRINCIPAL ACTIVITIES
Aroundtown Property Holdings PLC (“the Company”) was incorporated
on May 7, 2004 as a private limited liability company under the Cyprus
Companies Law, Cap. 113. Its Registered Office is at Artemidos & Nikou
Dimitriou, 54 B, 6027, Larnaca, Cyprus.

The Company, together with its investees (hereinafter: “the Group”), is
a specialist real estate investment group, focusing in the German real
estate markets. The Group covers the main real estate segments which
benefit from strong fundamentals and growth prospects: residential
(through its holding in Grand City Properties S.A.), commercial and ho-
tel properties.

The Group’s vision is buying, redeveloping, turning around and optimiz-
ing real estate properties in Germany.

On December 2, 2014, the company’s name was changed from “Around-
town Property Holdings Limited” to “Aroundtown Property Holdings
PLC".

These consolidated financial statements for the year ended December
31, 2015 consist of the financial statements of the Group.

(B) DEFINITIONS

Throughout these notes to the consolidated financial statements:

The Company
The Group

Subsidiaries

Associates

Investees

GCPS.A.

PCI; Camelbay

Related parties

The period

- 357/F-53 -

Aroundtown Property Holdings PLC
The Company and its investees

Companies that are controlled by the Company (as
defined in IFRS 10) and whose financial statements
are consolidated with those of the Company

Companies over which the Company has signif-
icant influence (as defined in IAS 28) and that
are not subsidiaries. The Company's investment
therein is included in the consolidated financial
statements of the Company at equity

Subsidiaries, jointly controlled entities and asso-
Ciates

Grand City Properties S.A. (an associate of the
Company)

Primecity Investment PLC, Camelbay Limited
(subsidiaries of the Company)

As defined in IAS 24

Period which starts at January 1, 2015 and ends on
December 31, 2015.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF PREPARATION
A STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accord-
ance with International Financial Reporting Standards as adopted by the
European Union (IFRS).

Certain balance sheet items related to the year ended December 31, 2014
have been reclassified to enhance comparability with 2015 figures and to
present better the Company " s results, and are marked as “reclassified”.
These consolidated financial statements were authorized for issuance
by the Company’s Board of Directors on March 29, 2016.

B. BASIS OF MEASUREMENT

The consolidated financial statements have been prepared on a going
concern basis, applying the historical cost convention, except for the
measurement of the following:

e Traded securities at fair value through profit or loss;

 Investment properties are measured at fair value;

* Investments in equity accounted investees;

« Derivative financial instruments;

 Deferred tax assets and liabilities.

C. USE OF ESTIMATES AND JUDGMENTS

The preparation of consolidated financial statements in accordance with
IFRS requires from Management the exercise of judgment, to make es-
timates and assumptions that influence the application of accounting
principles and the related amounts of assets and liabilities, income and
expenses. The estimates and underlying assumptions are based on his-
torical experience and various other factors that are deemed to be
reasonable based on current knowledge available at that time. Actual
results may deviate from such estimates.

The estimates and underlying assumptions are revised on a regular basis.
Revisions in accounting estimates are recognized in the period during
which the estimate is revised, if the estimate affects only that period,
or in the period of the revision and future periods, if the revision affects
the present as well as future periods.

In particular, information about significant areas of estimation, uncer-
tainty and critical judgments in applying accounting policies that have
the most significant effect on the amount recognized in the financial
statements are described below:

alr value of investment property
The Group uses external valuation reports issued by independent
professionally qualified valuers to determine the fair value of its in-
vestment properties. Changes in their fair value are recognized in
consolidated statement of comprehensive income.
The fair value measurement of investment property requires val-
uation experts and the Company’s management to use certain as-
sumptions regarding rates of return on the Group’s assets, future rent,
occupancy rates, contract renewal terms, the probability of leasing
vacant areas, asset operating expenses, the tenants’ financial stability
and the implications of any investments made for future develop-
ment purposes in order to assess the future expected cash flows
from the assets. Any change in the assumptions used to measure the
investment property could affect its fair value.

npairment of investments in associates
The Group periodically evaluates the recoverability of investments in
associates whenever indicators of impairment are present. Indicators
of impairment include such items as declines in revenues, earnings or
cash flows or material adverse changes in the economic or political
stability of a particular country, which may indicate that the carrying
amount of an asset is not recoverable. If facts and circumstances in-
dicate that investment in associates may be impaired, the estimated
future undiscounted cash flows associated with these subsidiaries/
associates would be compared to their carrying amounts to deter-
mine if a write down to fair value is necessary.

fax and deferred tax
Significant judgment is required in determining the provision for in-
come taxes. There are transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course
of business. The Group recognizes liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the period in which such
determination is made.

enses

>

Impairment of intangible asset
Intangible assets are initially recorded at acquisition cost and are
amortized on a straight line basis over their useful economic life.
Intangible assets that are acquired through a business combination
are initially recorded at fair value at the date of acquisition. Intangi-
ble assets with an indefinite useful life are reviewed for impairment
at least once per year. The impairment test is performed using the
discounted cash flows expected to be generated through the use of
the intangible assets, using a discount rate that reflects the current
market estimations and the risks associated with the asset. When it
is impractical to estimate the recoverable amount of an asset, the
Group estimates the recoverable amount of the cash generating unit
in which the asset belongs to.

Impairment of goodwil
Determining whether goodwill is impaired requires an estimation of
the value in use of the cash generating units of the Group on which
the goodwill has been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected to arise from
the cash generating units using a suitable discount rate in order to

calculate present value.

Legal claims

In estimating the likelihood of outcome of legal claims filed against
the Company and its investees, the Group relies on the opinion of
their legal counsel. These estimates are based on the legal counsel’s
best professional judgment, taking into account the stage of pro-
ceedings and historical legal precedents in respect of the different
issues. Since the outcome of the claims will be determined in courts,
the results could differ from these estimates.

Provisions

Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and
a reliable estimate of the amount can be made. Where the Group
expects a provision to be reimbursed, for example under an insur-
ance contract, the reimbursement is recognized as a separate asset
but only when the reimbursement is virtually certain.

Fair value hierarchy
Please see note 13(b) and 23(iv).

D. FUNCTIONAL AND PRESENTATION CURRENCY

The consolidated financial statements are presented in euro which is
also the functional currency of the Group, and rounded to the nearest
million, except when otherwise indicated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(A) BASIS OF CONSOLIDATION

The Group’s consolidated financial statements comprise the financial
statements of the parent company Aroundtown Property Holdings PLC
and the financial statements of its subsidiaries. Subsidiaries are entities
controlled by the Group. The Group controls an entity when it is ex-
posed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power over
the entity. The financial statements of the subsidiaries are included in
the consolidated financial statements from the date on which control
commences until the date on which control ceases.

Intra-group balances and transactions, and any unrealized income and
expenses arising from intra-group transactions, are eliminated. Unreal-
ized gains arising from transactions with equity-accounted investees are
eliminated against the investment to the extent of the Group’s interest
in the investee. Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no evidence of
impairment.

The Group has considered the impact of the amendment to IFRS 10 —
Investment Entities, and has determined that it does not meet the
definition of an “Investment entity”.

The accounting policies set out below have been applied consistently
to all periods presented in these consolidated financial statements and
have been applied by all entities in the Group.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those of
the Group.

CHANGES IN THE GROUP'S OWNERSHIP INTERESTS IN EXISTING
SUBSIDIARIES

Changes in the Group’s ownership interests in existing subsidiaries that
do not result in the Group losing control over the subsidiaries are ac-
counted for as equity transactions. The carrying amounts of the Group’s
interests and the non controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any difference be-
tween the amount by which the non controlling interests are adjusted
and the fair value of the consideration paid or received is recognized
directly in equity attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate of the
fair value of the consideration received and the fair value of any retained
interest and (i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non controlling inter-
ests. When assets of the subsidiary are carried at revalued amounts or
fair values and the related cumulative gain or loss has been recognized
in other comprehensive income and accumulated in equity, the amounts
previously recognized in other comprehensive income and accumulated
in equity are accounted for as if the Company had directly disposed
of the relevant assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings as specified by applicable IFRS). The fair
value of any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial recognition for
subsequent accounting under IAS 39 Financial Instruments: Recognition
and Measurement.

Accounting for business combinations under IFRS 3 only applies if it is
considered that a business has been acquired. The Group may invest in
subsidiaries that hold properties but do not constitute a business. Those
transactions are therefore treated as asset acquisitions rather than busi-
ness combinations. The Group allocates the cost between the individual
identifiable assets and liabilities in the Group based on their relative fair
values at the date of acquisitions.

(B) BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition meth-
od, i.e. when control is transferred to the Group. The consideration
transferred in a business combination is measured at fair value, which
is calculated as the sum of the acquisition date fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree.

At the acquisition date, the identifiable assets acquired and the liabil-
ities assumed are recognized at their fair value at the acquisition date,
except that:

 deferred tax assets or liabilities and liabilities or assets related to
employee benefit arrangements are recognized and measured in
accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;

« liabilities or equity instruments related to share based payment ar-
rangements of the acquiree or share based payment arrangements
of the Group entered into to replace share based payment arrange-
ments of the acquiree are measured in accordance with IFRS 2 Share
based Payment at the acquisition date; and

e Assets (or disposal groups) that are classified as held for sale in ac-
cordance with IFRS 5 Non current Assets Held for Sale and Discon-
tinued Operations are measured in accordance with that standard.

Goodwill is initially measured as the excess of the sum of the consid-
eration transferred, the fair value of any non controlling interests in
the acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition date
amounts of the identifiable assets acquired and the liabilities assumed.
If, after reassessment, the net of the acquisition date amounts of the
identifiable assets acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any non controlling inter-
ests in the acquiree and the fair value of the acquirer’s previously held
interest in the acquiree (if any), the excess is recognized immediately in
the consolidated income statement as a bargain purchase gain.

Non controlling interests that are present ownership interests and en-
title their holders to a proportionate share of the entity’s net assets in
the event of liquidation may be initially measured either at fair value
or at the non controlling interests’ proportionate share of the recog-
nized amounts of the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction by transaction basis. Other
types of non controlling interests are measured at fair value or, when
applicable, on the basis specified in another IFRS.

When the consideration transferred by the Group in a business com-
bination includes assets or liabilities resulting from a contingent con-
sideration arrangement, the contingent consideration is measured at
its acquisition date fair value and included as part of the consideration
transferred in a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period adjust-
ments are adjusted retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments are adjustments that
arise from additional information obtained during the ‘measurement
period’ (which cannot exceed one year from the acquisition date) about
facts and circumstances that existed at the acquisition date.
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The subsequent accounting for changes in the fair value of the con-
tingent consideration that do not qualify as measurement period ad-
justments depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted
for within equity. Contingent consideration that is classified as an asset
or a liability is remeasured at subsequent reporting dates in accordance
with 1AS 39, or IAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss being recog-
nised in consolidated income statements.

When a business combination is achieved in stages, the Group’s previ-
ously held equity interest in the acquiree is re-measured to fair value at
the acquisition date (i.e. the date when the Group obtains control) and

the resulting gain or loss, if any, is recognized in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that
have previously been recognized in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate
if that interest were disposed of.

I the initial accounting for a business combination is incomplete by the
end of the reporting period in which the combination occurs, the Group
reports provisional amounts for the items for which the accounting is in-
complete. Those provisional amounts are adjusted during the measure-
ment period (see above), or additional assets or liabilities are recognised,
to reflect new information obtained about facts and circumstances that
existed at the acquisition date that, if known, would have affected the
amounts recognised at that date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (cONTINUED)

(C) INVESTMENTS IN ASSOCIATES AND EQUITY -
ACCOUNTED INVESTEES

An associate is an entity over which the Group has significant influence
and that is neither a subsidiary nor an interest in a joint venture. Signifi-
cant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over
those policies. A jointly controlled entity is an entity in which two or
more parties have interest.

The results and assets and liabilities of associates and equity accounted
invetees are incorporated in these consolidated financial statements
using the equity method of accounting, except when the investment
is classified as held for sale, in which case it is accounted for in accord-
ance with IFRS 5 Non current Assets Held for Sale and Discontinued
Operations. Under the equity method, an investment in an associate is
initially recognized in the consolidated statement of financial position
at cost and adjusted thereafter to recognize the Group’s share of the
consolidated income statements and other comprehensive income of
the associate. When the Group’s share of losses of an associate exceeds
the Group’s interest in that associate (which includes any long term in-
terests that, in substance, form part of the Group’s net investment in the
associate), the Group discontinues recognizing its share of further losses.
Additional losses are recognized only to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf
of the associate.

Any excess of the cost of acquisition over the Group’s share of the net
fair value of the identifiable assets, liabilities and contingent liabilities of
an associate recognized at the date of acquisition is recognized as good-
will, which is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognized immediately in profit or loss.

The requirements of IAS 36 are applied to determine whether it is nec-
essary to recognize any impairment loss with respect to the Group’s in-
vestment in an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment in accordance
with IAS 36 Impairment of Assets as a single asset by comparing its recov-
erable amount (higher of value in use and fair value less costs to sell) with
its carrying amount, Any impairment loss recognized forms part of the
carrying amount of the investment. Any reversal of that impairment loss
is recognized in accordance with IAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

When an entity in the Group transacts with its associate, profits and
losses resulting from the transactions with the associate are recognized
in the Group’s consolidated financial statements, however only to the
extent of interests in the associate that are not related to the Group.

(D) REVENUE RECOGNITION

Revenue is recognized in the consolidated statement of comprehensive
income when it can be measured reliably, it is probable that the eco-
nomic benefits associated with the transaction will flow to the Group
and the costs incurred or to be incurred in respect of the transaction
can be measured reliably.

Renta operating iIncome

Rental operating income from investment properties are recognized
as revenue on a straight-line basis over the term of the lease. Lease
incentives granted are recognized as an integral part of the total
rental operating income, over the term of the lease.

Operating income also includes service charges to third parties and pay-
ments for utilities if the costs and the amount of the income can be reli-
ably determined. The revenue is recognized once the service is provided.

anc

Sale of buildings

Revenue from the sale of buildings in the course of ordinary activ-
ities is measured as the fair value of the consideration received or
receivable. Revenue is recognized when significant risks and rewards
of ownership have been transferred to the buyer, recovery of the
consideration is probable, the associated costs and possible return
of the buildings can be reliably estimated.

Other
Other income is used to represent income resulting in the release of
provisions, tax repayments, cancellation of debts and others.

(E) NET FINANCE EXPENSES

« Finance income and expenses

« Finance income comprises interest income on funds invested.

« Finance expenses comprise interest expense on loans and borrow-
ings, bonds and loans from third parties.

 Other financial results

Other financial results represent changes in the time value of provi-
sions, changes in the fair value of traded securities, profit or losses on
derivative financial instruments, borrowing and redemption costs, loan
arrangement fees and other one-time payments.

Net finance expenses are recognized as they accrue in the statement of
comprehensive income, using the effective interest method.
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(F) DEFERRED TAX, INCOME TAX AND PROPERTY
TAXES

Tax expense comprises current and deferred tax. Current tax and de-
ferred tax is recognized in profit or loss except to the extent that it
relates to a business combination, or items recognized directly in equity
or in other comprehensive income.

Deferred tax assets and liabilities are offset if there is a legally enforce-
able right to offset current tax liabilities and assets, and they relate to
taxes levied by the same tax authority on the same taxable entity, or
on different tax entities, but they intend to settle current tax liabilities
and assets on a net basis or their tax assets and liabilities will be realized
simultaneously.

German property taxation includes taxes on the holding of real estate
property and construction.

(G) CURRENT TAX

Current tax is the expected tax payable or receivable on the taxable
income or loss for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

(H) DEFERRED TAX

Deferred tax is recognized in respect of temporary differences between
the carrying amounts of assets and liabilities for financial reporting pur-
poses and the amounts used for taxation purposes. Deferred tax is not
recognized for:

» temporary differences on the initial recognition of assets or liabilities
in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss;

» temporary differences related to investments in subsidiaries, asso-
ciates and jointly controlled entities to the extent that the Group is
able to control the timing of the reversal of the temporary differ-
ences and it is probable that they will not reverse in the foreseeable
future; and taxable temporary differences arising on the initial rec-
ognition of goodwill.

A deferred tax asset is recognized for unused tax losses, tax credits and
deductible temporary differences to the extent that it is probable that
future taxable profits will be available against which they can be utilized.
Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit
will be realized.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the assets are realized or
the liabilities are settled (liabilities method), based on tax rates/laws
that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets are recognized to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilized.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (cONTINUED)

(1) EQUIPMENT AND INTANGIBLE ASSETS

Equipment is measured at cost less accumulated depreciation and im-
pairment losses.

Depreciation is recognized in profit or loss on the straight line method
over the useful lives of each part of an item of equipment. The annual
depreciation rates used for the current and comparative periods are
as follows:

%
10-50

Furniture, fixtures and office equipment

Depreciation methods, useful lives and residual values are reassessed at
the reporting date.

Where the carrying amount of an asset is greater than its estimated
recoverable amount, the asset is written down immediately to its re-
coverable amount.

Expenditure for repairs and maintenance of equipment is charged to
profit or loss of the year in which it is incurred. The cost of major reno-
vations and other subsequent expenditure are included in the carrying
amount of the asset when it is probable that future economic benefits
in excess of the originally assessed standard of performance of the
existing asset will flow to the Group. Major renovations are depreciated
over the remaining useful life of the related asset.

An item of equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of
the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and
is recognized in consolidated income statement.

The intangible assets of the Group consist of goodwill and software.
Goodwill arising on the acquisition of subsidiaries is measured at cost
less accumulated impairment losses.

Other intangible assets that are acquired by the Group and have finite
useful lives are measured at cost less accumulated amortization, and any
accumulated impairment losses.

(J) DEFERRED INCOME

Deferred income represents income which relates to future periods.

I. PREPAYMENTS

Payments received in advance on development contracts for which no
revenue has been recognized yet, are recorded as prepayments for cli-
ents as at the reporting date and carried under liabilities.

[I. TENANCY DEPOSITS

Tenancy deposits are paid to ensure the apartment is returned in good
condition. The tenancy deposits can also be used if a loss of rent occurs.

(K) INVESTMENT PROPERTY

An investment property is property comprising buildings held by the
owner to earn rentals or for capital appreciation or both rather than for
use in the production or supply of goods or services, for administrative
purposes or for sale in the ordinary course of business.

Investment property is measured initially at cost, including costs direct-
ly attributable to the acquisition. After initial recognition, investment
property is measured at fair value which reflects market conditions at
the end of the reporting period. Gains or losses arising from changes
in the fair values of investment property are included in profit or loss
when they arise.

Investment property is derecognized on disposal or when the invest-
ment property ceases to be used and no future economic benefits are
expected from its disposal. The difference between the net disposal
proceeds and the carrying amount of the asset is recognized in profit
or loss in the period of the disposal.

The Group determines the fair value of investment property on the
basis of valuations by independent valuers who hold recognized and
relevant professional qualifications and have the necessary knowledge
and experience.

(L) FINANCIAL INSTRUMENTS
1. NON-DERIVATIVE FINANCIAL ASSETS:

The Group initially recognizes loans and receivables on the date that
they are originated. All other financial assets (including assets designat-
ed as at fair value through profit or loss) are recognized initially on the
trade date, which is the date that the Group becomes a party to the
contractual provisions of the instrument.

The Group derecognizes a financial asset when the contractual rights to
the cash flows from the asset expire, or it transfers the rights to receive
the contractual cash flows in a transaction in which substantially all the
risks and rewards of ownership of the financial asset are transferred. Any
interest in such transferred financial assets that is created or retained by
the Group is recognized as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in
the statement of financial position when, and only when, the Group has
a legal right to offset the amounts and intends either to settle them on
a net basis or to realize the asset and settle the liability simultaneously.

The Group classifies non-derivative financial assets into the following
categories: financial assets at fair value through profit or loss, loans and
receivables.
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a) Traded securities at fair value througt
Traded securities are classified as at fair value through profit or loss if it
is classified as held-for trading or is designated as such on initial recog-
nition. Traded securities are designated as at fair value through profit or
loss if the Group manages such investments and makes purchase and
sale decisions based on their fair value in accordance with the Group’s
documented risk management or investment strategy. Attributable
transaction costs are recognized in profit or loss as incurred. Traded
securities at fair value through profit or loss are measured at fair value
and changes therein, which takes into account any dividend income, are
recognized in profit or loss.

Traded securities designated as at fair value through profit or loss com-
prise equity securities that otherwise would have been classified as
available-for-sale.

b) Loans and receivables

Loans and receivables are financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are rec-
ognized initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition, loans and receivables are meas-
ured at amortized cost using the effective interest method, less any
impairment losses.

Loans and receivables comprise cash and cash equivalents, and trade
and other receivables.

c) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits
with maturities of three months or less from the acquisition date that
are subject to an insignificant risk of changes in their fair value, and are

used by the Group in the management of its short-term commitments.

2. NON-DERIVATIVE FINANCIAL LIABILITIES

Non-derivative financial liabilities are initially recognized at fair value
less any directly attributable transaction costs. Subsequent to initial
recognition, these liabilities are measured at amortized cost using the
effective interest method.

3. SHARE CAPITAL

Ordinary shares are classified as equity. Incremental costs directly at-
tributable to the issue of ordinary shares are recognized as a deduction
from equity, net of any tax effects.

4. COMPOUND FINANCIAL INSTRUMENTS

Compound financial instruments issued by the Group comprise con-
vertible notes denominated in euro that can be converted to share
capital at the option of the holder, when the number of shares to be
issued is fixed.

The liability component of a compound financial instrument is recog-
nized initially at the fair value of a similar liability that does not have an
equity conversion option. The equity component is recognized initially
at the difference between the fair value of the compound financial
instrument as a whole and the fair value of the liability component. Any
directly attributable transaction costs are allocated to the liability and
equity components in proportion to their initial carrying amounts. Sub-
sequent to initial recognition, the liability component of a compound
financial instrument is measured at amortized cost using the effective
interest method. The equity component of a compound financial instru-
ment is not re-measured subsequent to initial recognition.

Interest related to the financial liability is recognized in profit or loss.
On conversion, the financial liability is reclassified to equity and no gain
or loss is recognized.

5. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are initially accounted for at cost and
subsequently measured at fair value. Fair value is calculated using the
current values, discounted cash flow analysis or option valuation meth-
ods. Derivatives are recorded as assets when their fair value is positive
and as liabilities when their fair value is negative. The adjustments on
the fair value of derivatives held at fair value are transferred to the
consolidated comprehensive income statement.

6. BORROWINGS

Borrowings are recorded initially at the proceeds received, net of trans-
action costs incurred. Borrowings are subsequently stated at amortized
cost. Any difference between the proceeds (net of transaction costs)
and the redemption value is recognized in profit or loss over the period
of the borrowings using the effective interest method.

7. TRADE PAYABLES

Trade payables are initially measured at fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (cONTINUED)

(M) DE-RECOGNITION OF FINANCIAL ASSETS AND

LIABILITIES
(1) FINANCIAL ASSETS

A financial asset (or, where applicable a part of a financial asset or part

of a group of similar financial assets) is derecognized when:

 the rights to receive cash flows from the asset have expired;

 the Group retains the right to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay
to a third party under a ‘pass through’ arrangement; or

e The Group has transferred its rights to receive cash flows from the
asset and either (a) has transferred substantially all the risks and re-
wards of the asset, or (b) has neither transferred nor retained sub-
stantially all the risks and rewards of the asset, but has transferred
control of the assets.

(11) FINANCIAL LIABILITIES

A financial liability is derecognized when the obligation under the lia-
bility is discharged or cancelled or expires. When an existing financial
liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a de-recog-
nition of the original liability and the recognition of a new liability, and
the difference in the respective carrying amounts is recognized in the
consolidated income statement.

(N) IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not subject to amortization
and are tested annually for ~ impairment. Assets that are subject to
depreciation or amortization are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognized for the
amount by which the asset’s carrying amount exceed:s its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash generating units).

(O) OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
reported in the consolidated statement of financial position if, and only
if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. This is not generally
the case with master netting agreements, and the related assets and
liabilities are presented gross in the consolidated statement of financial
position.

(P) PROPERTY OPERATING EXPENSES

This item includes operating costs that can be recharged to the tenants
and direct management costs of the properties. Maintenance expens-
es for the upkeep of the property in its current condition, as well as
expenditure for repairs are charged to the income statement. Refur-
bishment that takes place subsequent to the property valuation, thus
excluded in its additional value, will also be stated in this account, until
the next property valuation.

(Q) OPERATING SEGMENTS

The Group meets the definition of operating in one operating segment.
An operating segment is a component of the Group that meets the
following three criteria:

» Is engaged in business activities from which it may earn revenues
and incur expenses, including revenues and expenses relating to in-
tragroup transactions;

» whose operating results are regularly reviewed by the Group’s chief
operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance; and

« For which separate financial information is available.

(R) COMPARATIVES

Where necessary, comparative figures have been adjusted to conform
to changes in presentation in the current period.

(S) EARNINGS PER SHARE

Earnings per share are calculated by dividing the net profit attributable
to owners of the Company by the weighted number of Ordinary shares
outstanding during the period. Basic earnings per share only include
shares that were actually outstanding during the period. Potential Or-
dinary shares (convertible securities such as convertible debentures,
warrants and employee options) are only included in the computation
of diluted earnings per share when their conversion decreases earnings
per share or increases loss per share from continuing operations. Fur-
ther, potential Ordinary shares that are converted during the period are
included in diluted earnings per share only until the conversion date
and from that date in basic earnings per share. The Company’s share
of earnings of investees is included based on the earnings per share of
the investees multiplied by the number of shares held by the Company.

(T) SHARE-BASED PAYMENT TRANSACTIONS

The grant-date fair value of equity-settled share-based payment awards
granted to employees is generally recognized as an expense, with a
corresponding increase in equity, over the vesting period of the awards.
The amount recognized as an expense is adjusted to reflect the number
of awards for which the related service and non-market performance
conditions are expected to be met, such that the amount ultimately
recognized is based on the number of awards that meet the related
service and non-market performance conditions at the vesting date.
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(U) LEASED ASSETS

Assets held by the Group under leases which transfer to the Group sub-
stantially all of the risks and rewards of ownership are classified as finance
leases. On initial recognition, the leased asset is measured at an amount
equals to the lower of its fair value and the present value of the minimum
lease payments. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset.

Determining whether an arrangement contains a lease at inception of an
arrangement, the Company determines whether such an arrangement
is or contains a lease. This will be the case if the following two criteria
are met:

 The fulfillment of the arrangement is dependent on the use of a
specific asset or assets; and
 The arrangement contains a right to use the asset(s).

At inception or on reassessment of the arrangement, the Company sep-
arates payments and other consideration required by such an arrange-
ment into those for the lease and those for other elements on the basis
of their relative fair values. If the Company concludes for a finance lease
that it is impracticable to separate the payments reliably, then an asset
and a liability are recognized at an amount equal to the fair value of the
underlying asset. Subsequently the liability is reduced as payments are
made and an imputed finance cost on the liability is recognized using
the Company’s incremental borrowing rate.

(V) TRADING PROPERTY (INVENTORIES)

Inventories are trading properties acquired with the clear intention that
they are to be sold in the ordinary course of business. Trading properties
considered as inventories are shown at the lower of cost or net realizable
value. Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the esti-
mated costs necessary to make the sale. Trading properties are purchased
and sold on a portfolio basis. Each separately identifiable portfolio of
trading properties is held by a Group subsidiary entity established and/
or acquired for the purpose of holding the respective trading property
portfolio. Trading properties are recognized in the balance sheet only
when full control is obtained. Trading properties are de-recognized in
the consolidated financial statements only when full control is trans-
ferred outside of the Group. Cost of trading properties is determined on
the basis of specific identification of the individual costs of the trading
property including acquisition costs such as transfer taxes, legal and due
diligence fees.

(W) NEW STANDARDS AND INTERPRETATIONS NOT
YET ADOPTED

A number of new standards, amendments to standards and interpre-
tations are effective for annual periods beginning on or after January 1,
2015, and have not been applied in preparing these consolidated finan-
cial statements. Those which may be relevant to the Group are set out
below. The Group does not plan to early adopt these standards.

(1) IFRS 9 - FINANCIAL INSTRUMENTS (2009, 2010)

IFRS 9 (2009) introduces new requirements for the classification and
measurement of financial assets. Under IFRS 9 (2009), financial assets
are classified and measured based on the business model in which they
are held and the characteristics of their contractual cash flows. IFRS 9
(2010) introduces additional changes relating to financial liabilities. The
IASB currently has an active project to make limited amendments to the
classification and measurement requirements of IFRS 9 and to add new
requirements to address the impairment of financial assets and hedge
accounting. IFRS 9 is effective for annual reporting periods beginning on
or after January 1, 2018, with early adoption permitted.

(I1) IFRS 15 - REVENUE FROM CONTRACTS WITH CUSTOMERS

IFRS 15 establishes a comprehensive framework for determining whether,
how much and when revenue is recognized. It replaces existing reve-
nue recognition guidance, including IAS 18 Revenue, IAS 11 Construction
Contracts and IFRIC 13 Customers Loyalty Programs. IFRS 15 is effective
for annual reporting periods beginning on or after January 1, 2018, with
early adoption permitted.

The Group has considered the above new standards, interpretations and
amendments to published standards and will continue to evaluate the
impact on the Group’s consolidated financial statements. At this time,
the impact of the above publications is not expected to be material to
the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. ACQUISITION, DISPOSAL AND
DECONSOLIDATE OF SUBSIDIARIES

During the year the Group obtained control on several companies
through business combinations. The significant net impacts on the
consolidated statement of comprehensive income and consolidated
statements of financial position of the group are as follows:

In thousands of euro

Investment property 647,585
Cash and Cash equivalents 8,337
655,922
Working capital, net (8,770)
Loans from banks (46,869)
Other liabilities, net (74,953)
(130,592)
Total identifiable net assets 525,330
Non-controlling interests arising from initial
consolidation (25,292)
Consideration paid regarding acquisition of
subsidiaries (394,634)
Profit arising from business combination 105,404

5 REVENUE

For the year ended December 31,

2015 2014
In thousands of euro
Rental and operating income 125,162 242,496
Revenue from sales of
buildings (a) = 14,675
125,162 257,17

(@) In 2014, euro 14.4 million refers to cost of buildings sold.

6. CAPITAL GAINS, PROPERTY
REVALUATION AND OTHER INCOME

For the year ended December 3],

2015 2014
In thousands of euro

Change in fair value in
investment property 605,421 225724
Capital gains and profit arising
from business combinations
(Bargain Purchase) 209,090 (*) 651,894

814,511 877,618

(*) Reclassified.

/. PROPERTY OPERATING EXPENSES

For the year ended December 3],

2015 2014

In thousands of euro
Purchased services (20,173) (74,174)
Maintenance and refurbishment (3,667) (15,508)
Personnel expenses (1,207) (7,535)
Other operating costs (305) (4,814)
(28152) (102,031)

8. ADMINISTRATIVE & OTHER
EXPENSES

For the year ended December 31,

2015 2014
In thousands of euro
Personnel expenses (2,712) (2,009)
Legal and professional fees (616) (1,285)
Year-end closing, accounting and
audit expenses (800) (1,464)
Sales, marketing and
administrative expenses (159) (*) (2.6)
Depreciation and amortization (377) (*) (923)
(4,664) (7,797)

(*) Reclassified.
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9. NET FINANCE EXPENSES

For the year ended December 3],

2015 2014
In thousands of euro
a. Finance expenses
Finance expenses from credit
institutions and third parties, net (1168) (,476)
Finance expenses from straight
and convertible bonds, net (19.272) (14,998)
Other finance expenses (income) (26) (456)
(20,466) (26,930)
b. Other financial results
Changes in fair value of financial
assets and liabilities, net 14,829 (24,883)
Finance related costs (6,960) (7,994)
7,869 (32,877)

10. TAXATION
A. TAX RATE APPLICABLE TO THE GROUP

The Company and some of its subsidiaries are subject to taxation under
the laws of Cyprus. The corporation tax rate for Cyprus companies in
2015 is 12.5% (2014: 12.5%).

Under certain conditions interest income of the Cyprus companies may
be subject to defence contribution at the rate of 30% (2014: 30%). In
such cases this interest will be exempt from corporation tax. In certain
cases, dividends received from abroad may be subject to defence con-
tribution at the rate of 17% for 2014 and thereafter.

The Luxembourg investees are subject to taxation under the laws of
Luxembourg. The corporation tax rate for Luxembourg companies is
29.22% (2014: 29.22%).

The German subsidiaries are subject to taxation under the laws of Ger-
many. Income taxes are calculated using a federal corporate tax of 15.0%
for December 31, 2015, plus an annual solidarity surcharge of 5.5 % on the
amount of federal corporate taxes payable (aggregated tax rate: 15.825%).

German property taxation includes taxes on the holding of real estate
property.

B. CURRENT TAXES INCLUDED IN CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

For the year ended December 3],

2015 2014

In thousands of euro
Corporation tax (5,693) (8,292)
Property tax (3,571) (8,468)
(9,264) (16,760)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10. TAXATION (CONTINUED)

C. MOVEMENT ON THE DEFERRED TAXATION ACCOUNT IS AS FOLLOWS:

Fair value gains on

DEFERRED TAX LIABILITY Other deferred tax  investment property Total

In thousands of euro
Balance as at December 31, 2013 = 97,803 97,803
Charged to:
Deferred tax expense 4,598 36,959 41,557
Initial consolidation = 59,129 59129
Deconsolidation (3,681) (148,194) (151,875)
Transfer to other deferred tax 2411 (2,41m) -
Balance as at December 31, 2014 3,328 43,286 46,614
Charged to:
Deferred tax expense 73 98,772 98,845
Initial consolidation - 40,315 40,315
Transfer to other deferred tax (2,079) 2,079 -
Balance as at December 31, 2015 1,322 184,452 185,774
DEFERRED TAX ASSETS

Derivative financial ~ Deferred taxes — loss
instruments carried forward, net Total

In thousands of euro
Balance as at December 31, 2013 2,278 1,481 3,759
Charged to:
Deferred tax (expense) income (884) 5,990 5,106
Initial consolidation 291 3,530 3,821
Deconsolidation (783) (11,007) (1,784)
Balance as at December 31, 2014 902 - 902
Charged to:
Deferred tax (expense) income = 465 465
Initial consolidation = 138 138
Balance as at December 31, 2015 902 603 1,505
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11. EARNINGS PER SHARE

A. BASIC EARNINGS PER SHARE

The calculation of basic earnings per share as of December 31, 2015
is based on the profit attributable to ordinary shareholders of euro
686,892 thousand (2014: euro 714,893 thousand), and a weighted aver-
age number of ordinary shares outstanding of 547,049 thousand (2014:
500,000 thousand), calculated as follows:

1. PROFIT ATTRIBUTED TO ORDINARY SHAREHOLDERS (BASIC)

For the year ended December 31,

2015 2014
In thousands of euro
Profit for the year, attributable
to the owners of the Company 686,892 714,893

2. WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES (BASIC)

For the year ended December 31,

2015 2014

In thousands
As at the beginning of the year 500,000 (*) 500,000
Capital increase 46,978 -
Effect of exercise of convertible
bond 71 -
Weighted average number of
ordinary shares as at
December 31, 547,049 500,000
Basic earnings per share (euro) 126 143

B. DILUTED EARNINGS PER SHARE

The calculation of diluted earnings per share at December 31, 2015 is
based on profit attributable to ordinary shareholders of euro 640,071
thousand (2014: euro 703,630 thousand), and a weighted average number
of ordinary shares outstanding after adjustment for the effects of all
dilutive potential ordinary shares of 632,880 thousand (2014: 500,000
thousand), calculated as follows:

1. PROFIT ATTRIBUTED TO ORDINARY SHAREHOLDERS (DILUTED)

For the year ended December 3],

2015 2014
In thousands of euro

Profit for the year, attributable

to the owners of the Company

(basic) 686,892 714,893
Interest expense on convertible

bonds, net of tax 10,746 -
Effect of traded investees (57,567) (11,263)
Profit for the year, attributable

to the owners of the Company

(diluted) 640,071 703,630

2. WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES (DILUTED)

For the year ended December 3],

2015 2014
In thousands

As at the beginning of the year 500,000 (*) 500,000
Capital increase 46,978 -
Effect of exercise of convertible
bond 85,902 -
Weighted average number
of ordinary shares as at
December 31, 632,880 500,000
Diluted earnings per share (euro) 1.01 141

(*) The number of shares as of December 31, 2014 was 22,200. In February 2015 the number of shares increased to 500,000,000 without correspondence change in recourses, thus in order
to keep a high level of comparability, the original amount of shares related to these periods was amended accordingly.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. EQUIPMENT AND INTANGIBLE ASSETS

Furniture, fixtures and Computer
office equipment Goodwill software Total
In thousands of euro

Cost
Balance as at December 31, 2013 1323 2776 808 4907
Additions 1179 - 611 1,790
Equipment and intangible assets arising from initial consol-
idation, net 353 6,364 - 6,717
Deconsolidation (2,028) (4,616) (929) (7,573)
Balance as at December 31, 2014 827 4,524 490 5,841
Additions 916 - 4 957
Balance as at December 31, 2015 1743 4,524 531 6,798
Depreciation/Amortization
Balance as at December 31, 2013 308 64 3 375
Depreciation/Amortization for the year 450 - 473 923
Balance as at December 31, 2014 758 64 476 1,298
Depreciation/Amortization for the year 368 - 9 377
Balance as at December 31, 2015 1126 64 485 1,675
Carrying amounts
Balance as at December 31, 2014 69 4,460 14 4,543
Balance as at December 31, 2015 617 4,460 46 5123
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13. INVESTMENT PROPERTY
A COMPOSITION

As at December 3],

2015 2014
In thousands of euro

Balance at January 1 426,303 1,545,051
Capex, additions (disposals) and

adjustments during the year 1,356,707 (1,852,774)
Investment property arising from

initial consolidation 647,585 734,026
Balance as at December 31 2,430,595 426,303

B. MEASUREMENT OF FAIR VALUE

The fair value of investment property was determined by external, in-
dependent property valuers, having appropriate recognized professional
qualifications and recent experience in the location and category of the
property being valued. The independent valuers provide the fair value of
the Group’s investment property portfolio every six months.

The range of the discount rates applied to the net annual rentals to
determine the fair value of property is between 5.75%-8%.

All the investment property in the group in total fair value amount of

euro 2,431 million (2014: euro 426 million) has been categorized as a Level
3 fair value based on the inputs to the valuation technique used.

14 INVESTMENTS IN EQUITY-
ACCOUNTED INVESTEES

COMPOSITION
As at December 3],
2015 2014
In thousands of euro

Balance as at January 1 908,435 32,736
Additions and changes in equity
accounted investees 274713 875,037
Loans granted to equity account-
ed investees - 662
Balance as at December 31 1,183,148 908,435

15. OTHER LONG TERM
INVESTMENTS

As at December 3],

2015 2014
In thousands of euro
Tenancy deposit 2,593 -
Finance lease asset 1,381 -
Long term financial investments 331,767 178,499
335,741 178,499

10. TRADE AND OTHER RECEIVABLES

As at December 3],

2015 2014
In thousands of euro

Operating costs receivables 37,539 -
Rent and other receivables - 635
Prepaid expenses 1,529 325
Current tax assets 3470 410
Other short term financial assets 3,024 584
45,562 1,954

(a) The fair values of trade and other receivables due within one year
approximate to their carrying amounts as presented above.
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17. EQUITY
A SHARE CAPITAL

2015 2014

Number In thousands Number In thousands

of shares of euro of shares of euro
Authorized
Ordinary shares of EUR 0.01 each (EUR 1.71 each in 2014) 1,500,000,000 15,000 50,000 85.5
Issued and fully paid
Balance as of
January 1 22,200 38 5,550 9.5
Conversion of shares to nominal value of euro 0.01 per share 3,774,000 = - -
Issuance and payment on authorized shares 496,203,800 4962 16,650 285
Capital increase in July 2015 100,000,000 1,000 - -
Exercise of Convertible bond into shares during the year 141,641 1 - -
Balance on December 31 600,141,641 6,001 22,200 38

B. AUTHORIZED CAPITAL

Under its Memorandum of association the Shareholders set the au-
thorized share capital at 50,000 ordinary shares of nominal value of
euro 171 each.

In February 2015, as a part of capital restructuring process, the Company
increased its authorized ordinary shares to 1,500,000,000, out of which
the issued and fully paid was increased to 500,000,000, with an adjusted
par value of euro 0.01 for each share.

C. ISSUED CAPITAL
Upon incorporation on May 7, 2004 the Company issued 5,550 ordinary
shares of euro 171 each, at par value, to the subscribers.

On November 28, 2014, the Company issued 16,650 ordinary shares of
euro 171 each.

On July 13, 2015, the Company successfully issued additional 100,000,000
ordinary shares (of euro 0.01 nominal value each) for euro 3.2 each, by
way of private placement to institutional investors (“New Shares”). The
gross proceeds from the issuance of the New Shares were euro 320
million.

During the reporting period, a total amount of euro 0.5 million nominal
values of the convertible bonds were converted into shares. According
to the convertible bonds terms, 141,641 shares were issued.

D. CAPITAL RESERVES

The Capital reserves include share premium derives directly from the
capital increases which were affected since the date of incorporation
and exercise conversions of bonds into shares, which can be distributed
at any time, and equity components of convertible bonds which tem-
porally cannot be distributed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18. LOANS AND BORROWINGS

A. COMPOSITION

As at December 31,

Weighted average
interest rate Maturity date 2015 2014
In thousands of euro

Long term
Bank loans 2.5% 2017-2028 515,913 138,964
Total long term 515,913 138,964
Straight bond 3% 2021 187,923 150,522
Convertible bonds 1.5%-4% 2019-2021 817,721 96,728
Total bonds 1,005,644 247,250
Short term
Amortization of bank loans 2016 15,142 6,855
Loan and notes redemption 2016 78,150 -
Total Short term 93,292 6,855
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B. CONVERTIBLE BOND SERIES A IN PCl

On November 13, 2014, PCI successfully completed with the placement
of euro 100 million convertible bond maturing in 2019, convertible into
ordinary shares of PCI. The convertible bond bears a coupon of 4% p.a.,,
payable semi-annually in arrears. The initial conversion price was fixed
at euro 3.00. The bond was issued at 100% of their principle amount and
will be redeemed at maturity at 110% of their principle amount.

On February 13, 2015, PCI successfully tapped up its convertible bond
series with an additional principal amount of euro 50 million. The further
convertible bond series was issued at 105% of their principal amount and
has the same characteristics of the previous tranche issued in November
2014 and described above.

As of December 31, 2015 26.5% of the convertible bond was converted
to equity.

2015 2014
In thousands of euro

Balance at the beginning of the
year 97,254 -
Proceeds from issuance of PCI
convertible bond (1,000 notes at
euro 100,000 par value each) = 100,000
Proceeds from issuance of PCl
convertible bond (500 notes at
euro 100,000 par value each) (a) 52,500 -
Transaction costs (835) (1,782)
Net proceeds during the year 51,665 98,218
Amount classified as non-
controlling interests (a) (489) (1,067)
Expenses for the year 745 803
Expenses paid (4,534) -
Conversion to ordinary shares
of PCI (38,599) (700)
Carrying amount of liability at
the end of the year 112,442 97,254
Non-current portion of
Convertible bond A in PCI 10,222 96,728
Accrued interest 581 526
Total Convertible bond A in PCl 110,803 97,254
Deferred income (a) 1,639 -

(@) This amount includes additional euro 2.5 million that were received as
part of the bond placement (reflects 5% of the par value), out of which
euro 0.5 million were allocated as non-controlling interests according
to external economic valuer. The residual amount of euro 2 million was
allocated as a deferred income and presented in other long term liabil-
ities account balance.

C. CONVERTIBLE BOND SERIES B

On May 5, 2015, the Company has successfully completed with the
placement of euro 450 million senior, unsecured convertible bond con-
vertible into new ordinary shares having a par value of euro 0.01 per
share. The bonds were placed by the Company to institutional investor
only, with a coupon of 3% p.a., maturity of five years, at an issue price
of 95.68% of their principal amount, and will be redeemed at maturity
at par. The initial conversion price was set at euro 3.53 per share.

On July 13, 2015, as a result of the additional 100,000,000 ordinary shares
issuance (see note 8B(4)) and in accordance with the terms and condi-
tions of the bond, the Company adjusted the conversion price for the
convertible bonds to be euro 3.4395 per share.

During the reporting period, a total amount of euro 0.5 million of Con-
vertible bond were converted to shares. According to the convertible
bond’s terms, a total of 141,641 shares were issued.

2015

In thousands of euro

2014

Balance at the beginning of the
year - i}

Proceeds from issuance of
convertible bond B (4,500 notes

at euro 100,000 par value each) 430,560 -
Transaction costs (3,330) -
Net proceeds during the year 427,230 -
Amount classified as non-

controlling interests (a) (4,029) -
Expenses for the year 11,999 -
Expenses paid (6,750) -
Conversion to ordinary shares (462) -
Carrying amount of liability at

the end of the year 427,988 -
Non-current portion of

Convertible bond B 425914 -
Accrued interest 2,074 -
Total Convertible bond B 427988 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18. LOANS AND BORROWINGS (CONTINUED)

D. CONVERTIBLE BOND SERIES C

On December 15, 2015, the Company has successfully completed with
the placement of euro 300 million senior, unsecured convertible bond
convertible into new ordinary shares having a par value of euro 0.01 per
share. The bond was placed by the Company to institutional investors,
with a coupon of 1.5% p.a. payable semi-annually in arrear, a maturity of
approximately five years, at an issue price of 97.05% of their principal
amount, and will be redeemed at maturity at par value. The initial con-
version price was set at euro 5.79 per share.

2015

In thousands of euro

2014

Balance at the beginning of the
year - _

Proceeds from issuance of con-
vertible bond C (3,000 notes at

euro 100,000 par value each) 291,150 -
Transaction costs (2,609) -
Net proceeds during the year 288,541 -
Amount classified as non-con-

trolling interests (a) (7,076) -
Expenses for the year 280 -
Carrying amount of liability at

the end of the year 281,745 -
Non-current portion of

Convertible bond C 281,585 -
Accrued interest 160 -
Total Convertible bond C 281,745 -

E. STRAIGHT BOND SERIES A

On December 9, 2014, the Company has successfully completed with the
placement of euro 161 million (nominal value) of unsubordinated, senior
secured straight bond maturing in December 2021 and bears a coupon of
3% p.a., payable semi-annually in arrears, for a consideration that reflects
94% of their principal amount.

During the reporting period, the Company increased its series A bond
in an additional principal amount of euro 39 million for a price of 94%
of the nominal value. Therefore the aggregated amount was euro 200
million principal amount.

2015 2014
In thousands of euro

Balance at the beginning
of the year 150,813 -
Proceeds from issuance of Bond
A (1,610 notes at euro 100,000 par
value) = 151,340
Proceeds from issuance of Bond
A (390 notes at euro 100,000 par
value) 36,660 -
Transaction costs (868) (894)
Net proceeds during the year 35,792 150,446
Expenses for the year 7,679 367
Expenses paid (6,000) -
Carrying amount of liability at
the end of the year 188,284 150,813
Non-current portion of Straight
bond A 187,923 150,522
Accrued interest 361 291
Total Straight bond A 188,284 150,813
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F. (1) MAIN SECURITY, PLEDGE AND NEGATIVE PLEDGE AS
DEFINED IN THE BONDS' TERMS AND CONDITIONS

The obligations of the Company and PCl under the Bonds and any Fur-
ther Secured Bonds are secured in favor of the Trustee for the benefit
of the Trustee, the Bondholders and the holders of any Further Secured
Bonds by:

(a) a first-ranking charge, governed by the laws of Cyprus, over all or-
dinary shares held by PCl in its subsidiary, Zaplino Limited (“Zaplino”);

(b) a first-ranking account pledge, governed by Luxembourg law, over  *®
the bank account held by PCl with Bank Hapoalim (Switzerland) Lim-

ited, Luxembourg branch, (the “Lux PrimeCity Account”);

(c) a first-ranking account pledge, governed by the laws of Cyprus,

over the bank account held by PCI with Bank of Cyprus Public Co  PC

Ltd. (the “Cyprus PrimeCity Account”); °

(d) first-ranking account pledges, governed by Luxembourg law, over
each bank account held by Zaplino with Bank Hapoalim (Switzerland) ~ *
Limited, Luxembourg branch, (the “Zaplino Luxembourg Accounts”);

(e) an assignment by way of security, governed by the laws of Cy-
prus, of PCl's receivables and rights under, and claims against Zaplino
for payment of principal and interest under, the loan agreements
between PCl and Zaplino in an aggregate principal amount equal to
the net issuance proceeds of the Bonds (“PrimeCity Loans”) and all
other loan agreements (of whatever nature and for whatever pur-
pose howsoever described) relating to any loan by PCl to Zaplino of  *®
the net issuance proceeds in respect of any Further Secured Bonds;

(f) a first-ranking charge, governed by the laws of Cyprus, over all
ordinary shares held by the Company in its subsidiary, Camelbay;

(g) an assignment by way of security, governed by the laws of Cyprus,
of the Company’s receivables and rights under, and claims against
Camelbay for payment of principal and interest under, the loan
agreements between the Company and Camelbay in an aggregate
principal amount equal to the net issuance proceeds of the Bonds;
and

(h) a first-ranking account pledge governed by Luxembourg law, over

encumbrance or restriction on the ability of any of the Restricted
Subsidiaries to (a) make or pay dividends or any other distributions
on its share capital to the Company or any of the Company’s other
Restricted Subsidiaries or grant to the Company or any of the Com-
pany’s Restricted Subsidiaries any other interest or participation in
itself; or (b) pay any indebtness owed to the Company or any of
the Company’s other Restricted Subsidiaries; or (c) make loans or
advances to the Company or any of the Company’s other Restrict-
ed Subsidiaries; or (d) transfer any of its properties or assets to the
Company or any of the Company’s other Restricted Subsidiaries.
up to and including the Final Discharge Date, the Company under-
takes that, on each Reporting Date, the Interest Coverage Ratio will
be at least 1.86.

procure that Net Debt shall not exceed (i) at any time, 65% of the
Portfolio Value and (i) 60% of the Portfolio Value for a period of
more than six (6) months;

not pay a dividend as long as the Net Debt of the Group exceeds
50% of the Portfolio value;

not open, maintain or hold any interest in, and will procure that
Zaplino will not open, maintain or hold any interest, in each case
directly or indirectly, in any account whatsoever with any bank or
financial institution except for the Charged Accounts, unless the Is-
suer or Zaplino, respectively, grant a first-ranking security interest,
satisfactory to the Trustee, over the respective account in favor of
the Trustee, for the benefit of the Trustee and the Bondholders; and
not, and will not permit any of its Subsidiaries to, directly or indi-
rectly, create or permit to exist or become effective any consensual
encumbrance or restriction on the ability of any Subsidiary of the
Company to (i) make or pay dividends or any other distributions
on its share capital to the Company or any of the Company’s other
Subsidiaries or grant to the Company or any of the Company’s other
Subsidiaries any other interest or participation in itself or (i) (a) pay
any indebtedness owed to the Company or any of the Company’s
other Subsidiaries (b) make loans or advances to the Company or
any of the Company’s other Subsidiaries or (c) transfer any of its
properties or assets to the Company or any of the Company’s other
Subsidiaries.

the Interest Reserve Account. (3) OTHER PLEDGE
In addition to the pledge above, as of December 31, 2015, out of the

Company’s total holding in GCP S.A. 13 million of GCP S.A’s shares are
(2) MAIN COVENANTS AS DEFINED IN THE BONDS' TERMS ANp  Pledged due to afacility agreement.

CONDITIONS

The Company

» The Company will, up to and including the Final Discharge Date,
procure that Net Debt shall not exceed: (a) at any time, 55% of the
Portfolio Value; and (b) 50% of the Portfolio Value for a period of
more than six (6) months.

e The Company will: (a) up to and including the Final Security Dis-
charge Date, not pay any dividend unless the Net Assets of the
Company are higher than euro 400,000,000 and provided that any
such dividend shall be payable only out of available profits on the
basis of audited consolidated financial statements of the Company
prepared in accordance with IFRS; (b) up to and including the Final
Discharge Date, not, and will not permit any Subsidiary (excluding any
listed Entity) (the “Restricted Subsidiaries”) to, directly or indirectly,
create or permit to exist or become effective any consensual and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. DERIVATIVE FINANCIAL
INSTRUMENTS

As at December 31,

2015 2014
In thousands of euro
Liabilities
Non current portion 3,590 4,995

The Group uses interest rate swaps, collars, caps and floors (“hedging
instruments”) to manage its exposure to interest rate movements on
its bank borrowings.

All of the Group’s derivatives financial instruments are linked to the
bank loans maturity.

The calculation of the fair value of hedging instruments is based on
discounted cash flows of future anticipated interest payments in place
compared with the discounted cash flows of anticipated interest pay-
ments at market interest rates based on the hedging instrument agree-
ment at the reporting date.

20. OTHER LONG TERM LIABILITIES

As at December 31

2015 2014
In thousands of euro
Tenancy deposits 741 -
Finance lease liability 1,381
Long term payables 58,675 753
Deferred Income 1,639 -
Loans from shareholders and
related parties = 450
62,436 1,203

27. RELATED PARTY TRANSACTIONS

The transactions and balances with related parties are as follows:

As at December 31

2015 2014
In thousands of euro
Loans from shareholders and
related parties - 451
As at December 31
2015 2014
In thousands of euro
Interest expenses on loans from
shareholders and related parties (26) (456)
22. TRADE AND OTHER PAYABLES
As at December 31
2015 2014
In thousands of euro
Trade and other payables 43,528 4,045
Prepayments received on operat-
ing costs 18,978 280
Deferred income 657 9
Other short term liabilities 32,808 4,391
95,971 8,725

The fair values of trade and other payables due within one year approx-
imate to their carrying amounts as presented above.
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23. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

FINANCIAL RISK FACTORS

The Group is exposed to the following major risks from its use of fi-
nancial instruments:

 Credit risk

« Liquidity risk

» Operating risk

»  Market risk

The Group is not exposed to currency risk as all its investments and
financing arrangements are in euro.

The Board of Directors has overall responsibility for the establishment
and oversight of the Company's risk management framework.

The Group's risk management policies are established to identify and
analyze the risks faced by the Group, to set appropriate risk limits and
controls, and monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market
conditions and in the Group's activities.

(1) CREDIT RISK

Credit risk arises because a failure by counter parties to discharge their
obligations could reduce the amount of future cash inflows from finan-
cial assets on hand at the reporting date. The Group has no significant
concentration of credit risk. The Group has policies in place to ensure
that sales of products and services are made to customers with an ap-
propriate credit history and monitors on a continuous basis the ageing
profile of its receivables.

Trade and other receivables

The Group's exposure to credit risk is influenced mainly by the individual
characteristics of each tenant. The Group establishes an allowance for
impairment that represents its estimate of incurred losses in respect of
trade and other receivables. The main components of this allowance
are a specific loss component that relates to individually significant
exposures and a collective loss component established for groups of
similar assets in respect of losses that have been incurred but not yet
identified.

Cash and cash equivalents

The Group held cash and cash equivalents of euro 121 million as at De-
cember 31, 2015 (December 31, 2014: euro 28 million), which represents
its maximum credit exposure on these assets.

(I1) LIQUIDITY RISK

Liquidity risk is the risk that arises when the maturity of assets and liabil-
ities does not match. An unmatched position potentially enhances prof-
itability, but can also increase the risk of loss. The Group has procedures
with the object of minimizing such losses such as maintaining sufficient
cash and other highly liquid current assets and by having available an
adequate amount of committed credit facilities.

The following are the remaining contractual maturities at the end of the
reporting period and at the end of 2014 of financial liabilities, including
estimated interest payments, the impact of derivatives and excluding
the impact of netting agreements:

As at December 31, 2015 Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3

amount Total or less months years years years

In thousands of euro

Non-derivative
financial liabilities
Loans and Notes 609,205 778,205 65,034 47144 131,278 108,217 426,532
Straight bonds 188,284 236,000 = 6,000 6,000 6,000 218,000
Convertible bonds 820,536 1,007,626 = 22,126 24,000 24,000 937,500
Trade payables 43,528 43,528 7,254 36,274 = - =
Total 1,661,554 2,065,359 72,288 111,544 161,278 138,217 1,582,032
As at December 31, 2014 Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3

amount Total or less months years years years

In thousands of euro

Non-derivative financial liabilities
Loans 145,819 162,964 931 9,661 49,400 5,078 97,894
Straight bonds 150,522 129,090 = 3972 3972 3972 17174
Convertible bond 96,728 194,810 = 4,830 4,830 4,830 180,320
Trade payables 4,045 4,045 674 3,371 = - -
Total 397,114 490,909 1,605 21,834 58,202 13,880 395,388
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (conTinuED)

(111) OPERATING RISK

Operational risk is the risk that derives from the deficiencies relating
to the Group’s information technology and control systems as well as
the risk of human error and natural disasters. The Group's systems are
evaluated, maintained and upgraded continuously.

(V) ACCOUNTING CLASSIFICATIONS AND FAIR VALUES

Fair value hierarchy

The table below analyzes financial instruments carried at fair value, by
the levels in the fair value hierarchy. The different levels have been
defined as follows:

Level I: Quoted prices (unadjusted) in active markets for identical assets
or liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or liabilities that are not based on observa-
ble market data (unobservable inputs).

Level 1 Level 2 Level 3 Total
In thousands of euro

December 31, 2015

Traded securities at fair

value through profit or

loss 261,527 - - 261,527
Total assets 261,527 - - 261527
Derivative financial

instruments - 3,590 - 3,590
Total liabilities - 3,590 - 3,590
December 31, 2014

Traded securities at fair

value through profit or

loss 146,038 - = 146,038
Total assets 146,038 - - 146,038
Derivative financial

instruments - 4,995 - 4,995
Total liabilities - 4,995 - 4,995

(@) The fair value of financial instruments that are not traded in an active
market is determined by using valuation techniques. The Group uses its
judgment to select a variety of methods and make assumptions that
are mainly based on market conditions existing at each reporting date.

(b) All of the Group’s derivative financial instruments are linked to the
bank loan maturities. The calculation of the fair value of hedging instru-
ments is based on discounted cash flows of future anticipated interest
payments in place compared with the discounted cash flows of antici-
pated interest payments at market interest rates based on the hedging
instrument agreement at the reporting date.

() OTHER RISKS

The general economic environment prevailing internationally may affect
the Group's operations to a great extent. Economic conditions such as
inflation, unemployment, and development of the gross domestic prod-
uct are directly linked to the economic course of every country and any
variation in these and the economic environment in general may create
chain reactions in all areas hence affecting the Group.

CAPITAL MANAGEMENT

The Group manages its capital to ensure that it will be able to continue
as a going concern while increasing the return to owners through the
striving to keep a low debt to equity ratio. The management closely
monitors and keeps low the Loan to Value ratio (LTV) and self-preserve
conservative financial profile in order to ensure that it remains within
its quantitative covenants and to reach long term strong credit rating
for the Company. As at December 31, 2015 and 2014 the Group did not
breach any of its loan covenants, nor did it default on any other of its
obligations under its loan agreements.

24. COMMITMENTS

The Group had no significant commitments as at December 31, 2015.

25. CONTINGENT ASSETS AND
LIABILITIES

The Group had no significant contingent assets and liabilities as at De-
cember 31, 2015.

20. EVENTS AFTER THE REPORTING
PERIOD

There were no material events occurred after the reporting period.
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INDEPENDENT AUDITORS" REPORT TO THE MEMBERS OF AROUNDTOWN PROPERTY HOLDINGS PLC

NDEPENDENT

AUDITORS REPORT

TO THE MEMBERS OF AROUNDTOWN PROPERTY HOLDINGS PLC

REPORT ON THE CONSOLIDATED FINANCIAL
STATEMENTS

We have audited the accompanying consolidated financial statements
of Aroundtown Property Holdings PLC (“the Company”) and its sub-
sidiaries (together with the Company, “the Group”) on pages 48 to 85
which comprise the consolidated statement of financial position as at
December 31, 2015, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory in-
formation.

BOARD OF DIRECTORS" RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation of consolidat-
ed financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the European
Union and the requirements of the Cyprus Companies Law, Cap. 113, and
for such internal control as the Board of Directors determines is nec-
essary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error

AUDITORS" RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated finan-
cial statements based on our audit. We conducted our audit in accord-
ance with International Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidat-
ed financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the rea-
sonableness of accounting estimates made by the Board of Directors as
well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Group as at December 31, 2015,
and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards
as adopted by the European Union and the requirements of the Cyprus
Companies Law, Cap. 113.

REPORT ON OTHER LEGAL REQUIREMENTS

Pursuant to the requirements of the Auditors and Statutory Audits of
Annual and Consolidated Accounts Law of 2009, we report the fol-
lowing:

»  We have obtained all the information and explanations we consid-
ered necessary for the purposes of our audit.

» In our opinion, proper books of account have been kept by the
Company.

» The consolidated financial statements are in agreement with the
books of account.

 In our opinion and to the best of the information available to us and
according to the explanations given to us, the consolidated financial
statements give the information required by the Cyprus Companies
Law, Cap. 113, in the manner so required.

» In our opinion, the information given in the report of the Board
of Directors on page 1is consistent with the consolidated financial
statements.

OTHER MATTER

This report, including the opinion, has been prepared for and only for
the Company’s members as a body in accordance with Section 34 of
the Auditors and Statutory Audits of Annual and Consolidated Accounts
Law of 2009 and for no other purpose. We do not, in giving this opin-
jon, accept or assume responsibility for any other purpose or to any
other person to whose knowledge this report may come to.

\

A}
Panicos Antoniades, FCCA
Certified Public Accountant and Registered Auditor
for and on behalf of

KPMG Limited
Certified Accountants and Registered Auditors

March 29, 2016
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Audited Consolidated Financial Statements of
Aroundtown Property Holdings PLC

for the fiscal year ended December 31, 2014 (IFRS)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

CONSOLIDATED
STATEMENT OF
COMPREHENSIVE

INCOME

For the year ended December 31,

2014 2013
Note In millions of euro

Revenue 5 257 181
Capital gains, property revaluations and other income 6 878 247
Property operating expenses (102) (44)
Cost of buildings sold (14) (55)
Administrative & other expenses 8 (8) (5)
Operating profit 1,01 324
Finance expenses 9a (27) (13)
Other financial results 9b (33) 8
Net finance expenses (60) (5)
Profit before tax 951 319
Current tax expenses 10b (17) (6)
Deferred tax expenses 10c (36) (30)
(53) (36)

Profit for the year 898 283
Other comprehensive income for the year, net of tax = -
Total comprehensive income for the year 898 283

The accompanying notes on pages F-86 to F-113 form an
integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (conminuep)

For the year ended December 31,

2014 2013
Note In millions of euro
Profit attributable to:
Owners of the Company 715 141
Non-controlling interests 183 142
Profit for the year 898 283
- 357/F-80 - The accompanying notes on pages F-86 to F-113 form an F-80

integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED

STATEMENT

OF FINANCIAL
POSITION

As at December 3],

2014 2013
Assets Note In millions of euro
Equipment and intangible assets 1 5 5
Investment property 12 426 1,545
Advanced payments for investment property 25 n
Equity-accounted investees 13 909 33
Deferred tax assets 10c 1 4
Other long term assets 178 (*)18
Non-current assets 1,544 1,616
Cash and cash equivalents 28 134
Short term deposits 2 2
Traded securities at fair value through profit and loss 22 146 48
Inventories — trading property 14 = 20
Trade and other receivables 15 2 63
Current assets 178 267
Total assets 1,722 1,883

(*) Reclassified.

The accompanying notes on pages F-86 to F-113 form an
integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (conmnuen)

As at December 31,

2014 2013
Equity Note In millions of euro
Share capital 16 = -
Retained earnings and capital reserves 14 390
Equity attributable to the owners of the Company 1,14 390
Non-controlling interests 108 482
Total equity 1,222 872
Liabilities
Loans and borrowings 17A 138 524
Straight bonds 178, D, F 150 195
Convertible bonds 17C,E 97 -
Derivative financial instruments 18 5 17
Deferred tax liabilities 10c 47 98
Other long term liabilities 19 2 (*)34
Non-current liabilities 439 868
Credit from bank institutions 42 22
Current portion of long term loans 17A 7 10
Other bank loan = 4
Trade and other payables 21 9 98
Tax payable 2 4
Provisions for other liabilities and charges 1 (*)5
Current liabilities 61 143
Total liabilities 500 1,01
Total equity and liabilities 1,722 1,883

(*) Reclassified

On April 8, 2015 the Board of Directors of Aroundtown Property Holdings PLC authorised these consolidated financial statements for issuance.

7 _—D P~

X — -
Jelena Afxent:éu Reshef Ish-Gur Elena Koushos
Director Director Director
Larnaca Larnaca Larnaca

The accompanying notes on pages F-86 to F-113 form an - 357/F-82 -

F-82

integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CONSOLIDATED
STATEMENT OF

CHANG
EQUITY

ES IN

Attributable to the owners of the Company

Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
In millions of euro

Balance as at December 31, 2013 - 8 382 390 482 872
Profit for the year = - 715 715 183 898
Other comprehensive income for the year = - = - = -
Total comprehensive income for the year = - 715 715 183 898
Share based payment in a subsidiary = - = - 0.2 0.2
Equity portion of convertible bond in subsidiaries = - = - 9 9
Transaction with non-controlling interests = - 9 9 74 83
Change in non-controlling interests due to

acquisitions and disposals of subsidiaries = - = - (640) (640)
Balance as at December 31, 2014 - 8 1,106 1,14 108 1,222
Balance as at December 31, 2012 - 8 216 224 66 290
Profit for the year = - 141 14 142 283
Other comprehensive income for the year - - - - - -
Total comprehensive income for the year - - 41 14 142 283
Equity portion of convertible bond - -0134 - -0.134 - (013)
Change in non-controlling interests due to

acquisitions and disposals of subsidiaries = - = - 16 16
Transaction with non-controlling interests - - 25 25 (17) 8
Capital increase in subsidiary = - = - 275 275
Balance as at December 31, 2013 - 8 382 390 482 872

The accompanying notes on pages F-86 to F-113 form an
integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

CONSOLIDATED
STATEMENT
OF CASH FLOWS

For the year ended December 31,

2014 2013
Note In millions of euro
Cash flows from operating activities
Profit for the year 898 283
Adjustments for the profit:
Depreciation and amortization 1 -
Profit from business combination, capital gain and other income 6 (652) (*) (61)
Change in fair value of investment property 6 (226) (186)
Share-based payment in a subsidiary 0.2 -
Finance expenses, net 9 60 5
Tax and deferred tax expenses 10 53 37
134 78
Change in:
Inventories — trading property 14 -
Trade and other receivables (45) (*) (19)
Trade and other payables 37 1
Provisions for other liabilities and charges 8 4
148 74
Tax paid (13) (6)
Net cash provided by operating activities 135 68
Cash flows from investing activities
Acquisitions and disposals of equipment and intangible assets, net 2) m
Capeyx, investments and acquisition of investment property and advances paid (322) (313)
Acquisition and disposals of subsidiaries, net of cash acquired or disposed (83) (78)
Investment in traded securities and in other financial assets (222) (40)
Net cash used in investing activities (629) (432)

(*) Reclassified.

The accompanying notes on pages F-86 to F-113 form an - 357/F-84 -

integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

CONSOLIDATED STATEMENT
OF CASH FLOWS (conminue

For the year ended December 31,

2014 2013
Note In millions of euro

Cash flows from financing activities
Proceed from issuance of shares in subsidiary 16 = 202
Amortizations of loans from financial institutions (15) (8)
Proceeds (Repayment) of loans from financial institutions, net (151) (*)37
Proceed (Repayment) from/of loans from shareholders and related companies, net = 8
Expenses related to redemption of convertible bonds = (4)
Proceeds from straight and convertible bonds, net 17 787 194
Transactions with non-controlling interests 74 (3)
Net financial expenses paid (37) (12)
Net cash provided by financing activities 658 414
Cash in subsidiaries on which the company lost its control (270) -
Net (decrease) increase in cash and cash equivalents (106) 50
Cash and cash equivalents as at January 1 134 84
Cash and cash equivalents as at December 31 28 134

(*) Reclassified.

The accompanying notes on pages F-86 to F-113 form an - 357”:'85 -
integral part of these consolidated financial statements.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO THE
CONSOLIDATED
FINANCIAL
STATEMENTS

1. GENERAL

Throughout these notes to the consolidated financial statements:

The Company  Aroundtown Property Holdings PLC
(A) INCORPORATION AND PRINCIPAL ACTIVITIES

The Group The Company and its investees
Aroundtown Property Holdings PLC (‘the Company”) (ex: Aroundtowh Subsidiaries Companies that are controlled by the Company (as
Property Holdings Limited) was incorporated on May 7, 2004 as a pri- defined in IFRS 10) and whose financial statements
vate limited liability company under the Cyprus Companies Law, Cap. are consolidated with those of the Company
113. Its Registered Office is at Faros Avenue, Spyros Thalassines Alkyon-
ides, 7560 Pervolia, Larnaca, Cyprus. The Company, together with its ~ Associates Companies over which the Company has signifi-
investees (hereinafter: “the Group”), is a specialist real estate investment cant influence (as defined in IAS 28) and that are
group, focusing in the German real estate markets. The Group covers not subsidiaries. The Company's investment therein
the main real estate segments which benefit from strong fundamentals is included in the consolidated financial statements
and growth prospects: residential (through its holding in Grand City of the Company at equity
Properties 5.A.), commercial and hotel properties. Investees Subsidiaries, jointly controlled entities and associates
The Groupss vision is buying, redeveloping, turning around and optimiz-  GCP S.A. Grand City Properties S.A.
ing real estate properties in Germany. (an associate of the Company)

PCl; Camelbay  Primecity Investment PLC,

On December 2, 2014, the company’s name was changed from “Around-
pery 8 Camelbay Limited (subsidiaries of the Company)

town Property Holdings Limited” to “Aroundtown Property Holdings
PLC" Related parties  As defined in IAS 24

These consolidated financial statements for the year ended December
31, 2014 consist of the financial statements of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF
PREPARATION

A. STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accord-
ance with International Financial Reporting Standards as adopted by
the European Union (IFRS).

Certain balance sheet items related to the year ended December 31,
2013 have been reclassified to enhance comparability with 2014 fig-
ures and to present better the Companys results, and are marked as
“reclassified”

These consolidated financial statements were authorized for issuance
by the Company’s Board of Directors on April 8, 2015.

B. BASIS OF MEASUREMENT

The consolidated financial statements have been prepared on a going
concern basis, applying the historical cost convention, except for the
measurement of the following:

» Traded securities at fair value through profit or loss;
« Investment properties are measured at fair value;

« Investments in equity accounted investees;

» Derivative financial instruments;

» Deferred tax assets and liabilities.
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2. BASIS OF
PREPARATION

(CONTINUED)

C. USE OF ESTIMATES AND JUDGMENTS

The preparation of consolidated financial statements in accordance
with IFRS requires from Management the exercise of judgment, to make
estimates and assumptions that influence the application of accounting
principles and the related amounts of assets and liabilities, income
and expenses. The estimates and underlying assumptions are based on
historical experience and various other factors that are deemed to be
reasonable based on current knowledge available at that time. Actual
results may deviate from such estimates.

The estimates and underlying assumptions are revised on a regular basis.
Revisions in accounting estimates are recognized in the period during
which the estimate is revised, if the estimate affects only that period,
or in the period of the revision and future periods, if the revision affects
the present as well as future periods.

In particular, information about significant areas of estimation, uncer-
tainty and critical judgments in applying accounting policies that have
the most significant effect on the amount recognized in the financial
statements are described below:

* FAIR VALUE OF INVESTMENT PROPERTY

The Group uses external valuation reports issued by independent
professionally qualified valuers to determine the fair value of its in-
vestment properties. Changes in their fair value are recognized in
consolidated statement of comprehensive income.

The fair value measurement of investment property requires valua-
tion experts and the Company’s management to use certain assump-
tions regarding rates of return on the Group’s assets, future rent,
occupancy rates, contract renewal terms, the probability of leasing
vacant areas, asset operating expenses, the tenants’ financial stability
and the implications of any investments made for future develop-
ment purposes in order to assess the future expected cash flows
from the assets. Any change in the assumptions used to measure the
investment property could affect its fair value.

e IMPAIRMENT OF INVESTMENTS IN ASSOCIATES

The Group periodically evaluates the recoverability of investments in
associates whenever indicators of impairment are present. Indicators
of impairment include such items as declines in revenues, earnings or
cash flows or material adverse changes in the economic or political
stability of a particular country, which may indicate that the carrying
amount of an asset is not recoverable. If facts and circumstances in-
dicate that investment in associates may be impaired, the estimated
future undiscounted cash flows associated with these subsidiaries/
associates would be compared to their carrying amounts to deter-
mine if a write down to fair value is necessary.

e TAX AND DEFERRED TAX EXPENSES

Significant judgment is required in determining the provision for in-
come taxes. There are transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course
of business. The Group recognizes liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the period in which such
determination is made.

IMPAIRMENT OF INTANGIBLE ASSET

Intangible assets are initially recorded at acquisition cost and are
amortized on a straight line basis over their useful economic life.
Intangible assets that are acquired through a business combination
are initially recorded at fair value at the date of acquisition. Intangi-
ble assets with an indefinite useful life are reviewed for impairment
at least once per year. The impairment test is performed using the
discounted cash flows expected to be generated through the use of
the intangible assets, using a discount rate that reflects the current
market estimations and the risks associated with the asset. When it
is impractical to estimate the recoverable amount of an asset, the
Group estimates the recoverable amount of the cash generating unit
in which the asset belongs to.

IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash generating units of the Group on which
the goodwill has been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected to arise from
the cash generating units using a suitable discount rate in order to
calculate present value.

LEGAL CLAIMS

In estimating the likelihood of outcome of legal claims filed against
the Company and its investees, the Group relies on the opinion of
their legal counsel. These estimates are based on the legal counsel’s
best professional judgment, taking into account the stage of pro-
ceedings and historical legal precedents in respect of the different
issues. Since the outcome of the claims will be determined in courts,
the results could differ from these estimates.

* PROVISIONS

Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and
a reliable estimate of the amount can be made. Where the Group
expects a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognized as a separate asset but
only when the reimbursement is virtually certain.

* FAIR VALUE HIERARCHY
Please see note 12(b) and 22(iv).

D. FUNCTIONAL AND PRESENTATION CURRENCY

The consolidated financial statements are presented in euro, rounded
to the nearest million, except when otherwise indicated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT
ACCOUNTING
POLICIES

(A) BASIS OF CONSOLIDATION

The Group’s consolidated financial statements comprise the financial
statements of the parent company Aroundtown Property Holdings PLC
and the financial statements of its subsidiaries. Subsidiaries are entities
controlled by the Group. The Group controls an entity when it is ex-
posed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power over
the entity. The financial statements of the subsidiaries are included in
the consolidated financial statements from the date on which control
commences until the date on which control ceases.

Intra-group balances and transactions, and any unrealized income and
expenses arising from intra-group transactions, are eliminated. Unreal-
ized gains arising from transactions with equity-accounted investees are
eliminated against the investment to the extent of the Group’s interest
in the investee. Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no evidence of
impairment.

The Group has considered the impact of the amendment to IFRS 10 —
Investment Entities, and has determined that it does not meet the defi-
nition of an “Investment entity”.

The accounting policies set out below have been applied consistently
to all periods presented in these consolidated financial statements and
have been applied by all entities in the Group.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
of the Group.

CHANGES IN THE GROUP’S OWNERSHIP INTERESTS IN EXISTING
SUBSIDIARIES

Changes in the Group’s ownership interests in existing subsidiaries that
do not result in the Group losing control over the subsidiaries are ac-
counted for as equity transactions. The carrying amounts of the Group’s
interests and the non controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any difference be-
tween the amount by which the non controlling interests are adjusted
and the fair value of the consideration paid or received is recognized
directly in equity attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate of
the fair value of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any non con-
trolling interests. When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain or loss has been
recognized in other comprehensive income and accumulated in equity,
the amounts previously recognized in other comprehensive income
and accumulated in equity are accounted for as if the Company had
directly disposed of the relevant assets (i.e. reclassified to profit or loss
or transferred directly to retained earnings as specified by applicable
IFRS). The fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under IAS 39 Financial Instru-
ments: Recognition and Measurement.

Accounting for business combinations under IFRS 3 only applies if it is
considered that a business has been acquired. The Group may invest
in subsidiaries that hold properties but do not constitute a business.
Those transactions are therefore treated as asset acquisitions rather
than business combinations. The Group allocates the cost between the
individual identifiable assets and liabilities in the Group based on their
relative fair values at the date of acquisitions.
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(B) BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition
method, i.e. when control is transferred to the Group. The consider-
ation transferred in a business combination is measured at fair value,
which is calculated as the sum of the acquisition date fair values of the
assets transferred by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree.

At the acquisition date, the identifiable assets acquired and the liabil-
ities assumed are recognized at their fair value at the acquisition date,
except that:

« deferred tax assets or liabilities and liabilities or assets related to
employee benefit arrangements are recognized and measured in ac-
cordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;

« liabilities or equity instruments related to share based payment ar-
rangements of the acquiree or share based payment arrangements
of the Group entered into to replace share based payment arrange-
ments of the acquiree are measured in accordance with IFRS 2 Share
based Payment at the acquisition date; and

 Assets (or disposal groups) that are classified as held for sale in ac-
cordance with IFRS 5 Non current Assets Held for Sale and Discon-
tinued Operations are measured in accordance with that standard.

Goodwill is initially measured as the excess of the sum of the consid-
eration transferred, the fair value of any non controlling interests in
the acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition date
amounts of the identifiable assets acquired and the liabilities assumed.
If, after reassessment, the net of the acquisition date amounts of the
identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non controlling
interests in the acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is recognized immedi-
ately in the consolidated income statement as a bargain purchase gain.

Non-controlling interests that are present ownership interests and en-
title their holders to a proportionate share of the entity’s net assets in
the event of liquidation may be initially measured either at fair value
or at the non controlling interests’ proportionate share of the recog-
nized amounts of the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction by transaction basis. Other
types of non-controlling interests are measured at fair value or, when
applicable, on the basis specified in another IFRS.

When the consideration transferred by the Group in a business com-
bination includes assets or liabilities resulting from a contingent con-
sideration arrangement, the contingent consideration is measured at
its acquisition date fair value and included as part of the consideration
transferred in a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period adjust-
ments are adjusted retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments are adjustments
that arise from additional information obtained during the ‘measure-
ment period’ (which cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the con-
tingent consideration that do not qualify as measurement period ad-
justments depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement is ac-
counted for within equity. Contingent consideration that is classified
as an asset or a liability is remeasured at subsequent reporting dates in
accordance with 1AS 39, or IAS 37 Provisions, Contingent Liabilities and
Contingent Assets, as appropriate, with the corresponding gain or loss
being recognised in consolidated income statements.

When a business combination is achieved in stages, the Group’s previ-
ously held equity interest in the acquiree is re-measured to fair value at
the acquisition date (i.e. the date when the Group obtains control) and
the resulting gain or loss, if any, is recognized in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that
have previously been recognized in other comprehensive income are
reclassified to profit or loss where such treatment would be appropri-
ate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs, the
Group reports provisional amounts for the items for which the ac-
counting is incomplete. Those provisional amounts are adjusted during
the measurement period (see above), or additional assets or liabilities
are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would
have affected the amounts recognised at that date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT
ACCOUNTING
POLICIES (continuep)

(C) INVESTMENTS IN ASSOCIATES AND EQUITY -
ACCOUNTED INVESTEES

An associate is an entity over which the Group has significant influence
and that is neither a subsidiary nor an interest in a joint venture. Signifi-
cant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over
those policies. A jointly controlled entity is an entity in which two or
more parties have interest.

The results and assets and liabilities of associates and equity accounted
invetees are incorporated in these consolidated financial statements
using the equity method of accounting, except when the investment
is classified as held for sale, in which case it is accounted for in accord-
ance with IFRS 5 Non current Assets Held for Sale and Discontinued
Operations. Under the equity method, an investment in an associate is
initially recognized in the consolidated statement of financial position
at cost and adjusted thereafter to recognize the Group’s share of the
consolidated income statements and other comprehensive income of
the associate. When the Group’s share of losses of an associate exceeds
the Group’s interest in that associate (which includes any long term
interests that, in substance, form part of the Group’s net investment in
the associate), the Group discontinues recognizing its share of further
losses. Additional losses are recognized only to the extent that the
Group has incurred legal or constructive obligations or made payments
on behalf of the associate.

Any excess of the cost of acquisition over the Group’s share of the net
fair value of the identifiable assets, liabilities and contingent liabilities
of an associate recognized at the date of acquisition is recognized as
goodwill, which is included within the carrying amount of the invest-
ment. Any excess of the Group’s share of the net fair value of the iden-
tifiable assets, liabilities and contingent liabilities over the cost of ac-
quisition, after reassessment, is recognized immediately in profit or loss.

The requirements of 1AS 36 are applied to determine whether it is nec-
essary to recognize any impairment loss with respect to the Group’s
investment in an associate. When necessary, the entire carrying amount
of the investment (including goodwill) is tested for impairment in ac-
cordance with IAS 36 Impairment of Assets as a single asset by com-
paring its recoverable amount (higher of value in use and fair value less
costs to sell) with its carrying amount, Any impairment loss recognized
forms part of the carrying amount of the investment. Any reversal of
that impairment loss is recognized in accordance with IAS 36 to the
extent that the recoverable amount of the investment subsequently
increases.

When an entity in the Group transacts with its associate, profits and
losses resulting from the transactions with the associate are recognized
in the Group’s consolidated financial statements, however only to the
extent of interests in the associate that are not related to the Group.

(D) REVENUE RECOGNITION

Revenue is recognized in the consolidated statement of comprehensive
income when it can be measured reliably, it is probable that the eco-
nomic benefits associated with the transaction will flow to the Group
and the costs incurred or to be incurred in respect of the transaction
can be measured reliably.

* RENTAL AND OPERATING INCOME

Rental operating income from investment properties are recognized
as revenue on a straight-line basis over the term of the lease. Lease
incentives granted are recognized as an integral part of the total
rental operating income, over the term of the lease.

Rental operating income also includes service charges and payments
for utilities if the costs and the amount of the income can be reliably
determined. The revenue is recognized once the service is provided.

e SALE OF BUILDINGS
Revenue from the sale of buildings in the course of ordinary activ-
ities is measured as the fair value of the consideration received or
receivable. Revenue is recognized when significant risks and rewards
of ownership have been transferred to the buyer, recovery of the
consideration is probable, the associated costs and possible return
of the buildings can be reliably estimated.

¢ OTHER
Other income is used to represent income resulting in the release of
provisions, tax repayments, cancellation of debts and others.

(E) NET FINANCE EXPENSES

e FINANCE INCOME AND EXPENSES
Finance income comprises interest income on funds invested.
Finance expenses comprise interest expense on loans and borrow-
ings, bonds and loans from third parties.

e OTHER FINANCIAL RESULTS
Other financial results represent changes in the time value of provi-
sions, changes in the fair value of traded securities, profit or losses
on derivative financial instruments, borrowing and redemption costs,
loan arrangement fees and other one-time payments.

Net finance expenses are recognized as they accrue in the statement of
comprehensive income, using the effective interest method.

(F) DEFERRED TAX, INCOME TAX AND PROPERTY TAXES

Tax expense comprises current and deferred tax. Current tax and de-
ferred tax is recognized in profit or loss except to the extent that it
relates to a business combination, or items recognized directly in equity
or in other comprehensive income.

Deferred tax assets and liabilities are offset if there is a legally enforce-
able right to offset current tax liabilities and assets, and they relate to
taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and
assets on a net basis or their tax assets and liabilities will be realized
simultaneously.

German property taxation includes taxes on the holding of real estate
property and construction.
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(G) CURRENT TAX

Current tax is the expected tax payable or receivable on the taxable
income or loss for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

(H) DEFERRED TAX

Deferred tax is recognized in respect of temporary differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. Deferred tax is
not recognized for:

= temporary differences on the initial recognition of assets or liabil-
ities in a transaction that is not a business combination and that
affects neither accounting nor taxable profit or loss;

= temporary differences related to investments in subsidiaries, asso-
ciates and jointly controlled entities to the extent that the Group
is able to control the timing of the reversal of the temporary differ-
ences and it is probable that they will not reverse in the foreseeable
future; and taxable temporary differences arising on the initial rec-
ognition of goodwill.

A deferred tax asset is recognized for unused tax losses, tax credits
and deductible temporary differences to the extent that it is probable
that future taxable profits will be available against which they can be
utilized. Deferred tax assets are reviewed at each reporting date and
are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the assets are realized or
the liabilities are settled (liabilities method), based on tax rates/laws
that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets are recognized to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilized.

(1) EQUIPMENT AND INTANGIBLE ASSETS

Equipment is measured at cost less accumulated depreciation and im-
pairment losses.

Depreciation is recognized in profit or loss on the straight line method
over the useful lives of each part of an item of equipment. The annual
depreciation rates used for the current and comparative periods are
as follows:

%
Furniture, fixtures and office equipment: 10-50

Depreciation methods, useful lives and residual values are reassessed
at the reporting date.

Where the carrying amount of an asset is greater than its estimated
recoverable amount, the asset is written down immediately to its re-
coverable amount.

Expenditure for repairs and maintenance of equipment is charged to
profit or loss of the year in which it is incurred. The cost of major ren-
ovations and other subsequent expenditure are included in the carrying
amount of the asset when it is probable that future economic benefits
in excess of the originally assessed standard of performance of the
existing asset will flow to the Group. Major renovations are depreciated
over the remaining useful life of the related asset.

An item of equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of
the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and
is recognized in consolidated income statement.

The intangible assets of the Group consist of goodwill and software.
Goodwill arising on the acquisition of subsidiaries is measured at cost
less accumulated impairment losses.

Other intangible assets that are acquired by the Group and have finite
useful lives are measured at cost less accumulated amortization, and
any accumulated impairment losses.

(J) DEFERRED INCOME

Deferred income represents income which relates to future periods.

|. PREPAYMENTS
Payments received in advance on development contracts for which
no revenue has been recognized yet, are recorded as prepayments for
clients as at the reporting date and carried under liabilities.

1. TENANCY DEPOSITS
Tenancy deposits are paid to ensure the apartment is returned in
good condition. The tenancy deposits can also be used if a loss of
rent occurs.
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ACCOUNTING
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(K) INVESTMENT PROPERTY

An investment property is property comprising buildings held by the
owner to earn rentals or for capital appreciation or both rather than for
use in the production or supply of goods or services, for administrative
purposes or for sale in the ordinary course of business.

Investment property is measured initially at cost, including costs direct-
ly attributable to the acquisition. After initial recognition, investment
property is measured at fair value which reflects market conditions at
the end of the reporting period. Gains or losses arising from changes
in the fair values of investment property are included in profit or loss
when they arise.

Investment property is derecognized on disposal or when the invest-
ment property ceases to be used and no future economic benefits are
expected from its disposal. The difference between the net disposal
proceeds and the carrying amount of the asset is recognized in profit
or loss in the period of the disposal.

The Group determines the fair value of investment property on the
basis of valuations by independent valuers who hold recognized and
relevant professional qualifications and have the necessary knowledge
and experience.

(L) FINANCIAL INSTRUMENTS

1. NON-DERIVATIVE FINANCIAL ASSETS:
The Group initially recognizes loans and receivables on the date that
they are originated. All other financial assets (including assets designat-
ed as at fair value through profit or loss) are recognized initially on the
trade date, which is the date that the Group becomes a party to the
contractual provisions of the instrument.

The Group derecognizes a financial asset when the contractual rights
to the cash flows from the asset expire, or it transfers the rights to re-
ceive the contractual cash flows in a transaction in which substantially
all the risks and rewards of ownership of the financial asset are trans-
ferred. Any interest in such transferred financial assets that is created
or retained by the Group is recognized as a separate asset or liability.

Financial assets and liabilities are offset and the net amount present-
ed in the statement of financial position when, and only when, the
Group has a legal right to offset the amounts and intends either to
settle them on a net basis or to realize the asset and settle the liability
simultaneously.

The Group classifies non-derivative financial assets into the following
categories: financial assets at fair value through profit or loss, loans
and receivables.

a) Traded securities at fair value through profit or loss

Traded securities are classified as at fair value through profit or loss
if it is classified as held-for trading or is designated as such on initial
recognition. Traded securities are designated as at fair value through
profit or loss if the Group manages such investments and makes
purchase and sale decisions based on their fair value in accordance
with the Group’s documented risk management or investment strat-
egy. Attributable transaction costs are recognized in profit or loss
as incurred. Traded securities at fair value through profit or loss are
measured at fair value and changes therein, which takes into account
any dividend income, are recognized in profit or loss.

Traded securities designated as at fair value through profit or loss
comprise equity securities that otherwise would have been classified
as available-for-sale.

b) Loans and receivables

Loans and receivables are financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are
recognized initially at fair value plus any directly attributable trans-
action costs. Subsequent to initial recognition, loans and receivables
are measured at amortized cost using the effective interest method,
less any impairment losses.

Loans and receivables comprise cash and cash equivalents, and trade
and other receivables.

¢) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits
with maturities of three months or less from the acquisition date
that are subject to an insignificant risk of changes in their fair value,
and are used by the Group in the management of its short-term
commitments.

2. NON-DERIVATIVE FINANCIAL LIABILITIES

Non-derivative financial liabilities are initially recognized at fair value
less any directly attributable transaction costs. Subsequent to initial
recognition, these liabilities are measured at amortized cost using the
effective interest method.

3. SHARE CAPITAL

Ordinary shares are classified as equity. Incremental costs directly at-
tributable to the issue of ordinary shares are recognized as a deduction
from equity, net of any tax effects.

4. COMPOUND FINANCIAL INSTRUMENTS

Compound financial instruments issued by the Group comprise con-
vertible notes denominated in euro that can be converted to share
capital at the option of the holder, when the number of shares to be
issued is fixed.

The liability component of a compound financial instrument is recog-
nized initially at the fair value of a similar liability that does not have an
equity conversion option. The equity component is recognized initially
at the difference between the fair value of the compound financial in-
strument as a whole and the fair value of the liability component. Any
directly attributable transaction costs are allocated to the liability and
equity components in proportion to their initial carrying amounts. Sub-
sequent to initial recognition, the liability component of a compound
financial instrument is measured at amortized cost using the effective
interest method. The equity component of a compound financial in-
strument is not re-measured subsequent to initial recognition.
Interest related to the financial liability is recognized in profit or loss.
On conversion, the financial liability is reclassified to equity and no
gain or loss is recognized.
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(L) FINANCIAL INSTRUMENTS

5. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are initially accounted for at cost and
subsequently measured at fair value. Fair value is calculated using the
current values, discounted cash flow analysis or option valuation meth-
ods. Derivatives are recorded as assets when their fair value is positive
and as liabilities when their fair value is negative. The adjustments on
the fair value of derivatives held at fair value are transferred to the
consolidated comprehensive income statement.

6. BORROWINGS

Borrowings are recorded initially at the proceeds received, net of trans-
action costs incurred. Borrowings are subsequently stated at amortized
cost. Any difference between the proceeds (net of transaction costs)
and the redemption value is recognized in profit or loss over the period
of the borrowings using the effective interest method.

7. TRADE PAYABLES
Trade payables are initially measured at fair value.

(M) DE-RECOGNITION OF FINANCIAL ASSETS AND LIABILITIES

(1) FINANCIAL ASSETS
A financial asset (or, where applicable a part of a financial asset or part
of a group of similar financial assets) is derecognized when:

« the rights to receive cash flows from the asset have expired;

« the Group retains the right to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay
to a third party under a ‘pass through’ arrangement; or

» The Group has transferred its rights to receive cash flows from the
asset and either (a) has transferred substantially all the risks and re-
wards of the asset, or (b) has neither transferred nor retained sub-
stantially all the risks and rewards of the asset, but has transferred
control of the assets.

(11) FINANCIAL LIABILITIES

A financial liability is derecognized when the obligation under the lia-
bility is discharged or cancelled or expires. When an existing financial
liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a de-recogni-
tion of the original liability and the recognition of a new liability, and
the difference in the respective carrying amounts is recognized in the
consolidated income statement.

(N) IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not subject to amortiza-
tion and are tested annually for impairment. Assets that are subject to
depreciation or amortization are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognized for the
amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing im-
pairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).

(O) OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
reported in the consolidated statement of financial position if, and only
if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. This is not generally
the case with master netting agreements, and the related assets and
liabilities are presented gross in the consolidated statement of financial
position.

(P) PROPERTY OPERATING EXPENSES

This item includes operating costs that can be recharged to the tenants
and direct management costs of the properties. Maintenance expens-
es for the upkeep of the property in its current condition, as well as
expenditure for repairs are charged to the income statement. Refur-
bishment that takes place subsequent to the property valuation, thus
excluded in its additional value, will also be stated in this account, until
the next property valuation.
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(Q) OPERATING SEGMENTS

The Group meets the definition of operating in two operating seg-
ments. An operating segment is a component of the Group that meets
the following three criteria:

« Is engaged in business activities from which it may earn revenues
and incur expenses, including revenues and expenses relating to in-
tragroup transactions;

= whose operating results are regularly reviewed by the Group’s chief
operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance; and

« For which separate financial information is available.

(R) COMPARATIVES

Where necessary, comparative figures have been adjusted to conform
to changes in presentation in the current period.

(S) EARNINGS PER SHARE

Earnings per share are calculated by dividing the net profit attributable
to owners of the Company by the weighted number of Ordinary shares
outstanding during the period. Basic earnings per share only include
shares that were actually outstanding during the period. Potential Or-
dinary shares (convertible securities such as convertible debentures,
warrants and employee options) are only included in the computation
of diluted earnings per share when their conversion decreases earnings
per share or increases loss per share from continuing operations. Fur-
ther, potential Ordinary shares that are converted during the period are
included in diluted earnings per share only until the conversion date
and from that date in basic earnings per share. The Company’s share of
earnings of investees is included based on the earnings per share of the
investees multiplied by the number of shares held by the Company.

(T) SHARE-BASED PAYMENT TRANSACTIONS

The grant-date fair value of equity-settled share-based payment awards
granted to employees is generally recognized as an expense, with a
corresponding increase in equity, over the vesting period of the awards.
The amount recognized as an expense is adjusted to reflect the number
of awards for which the related service and non-market performance
conditions are expected to be met, such that the amount ultimately
recognized is based on the number of awards that meet the related
service and non-market performance conditions at the vesting date.

(U) LEASED ASSETS

Assets held by the Group under leases which transfer to the Group sub-
stantially all of the risks and rewards of ownership are classified as finance
leases. On initial recognition, the leased asset is measured at an amount
equals to the lower of its fair value and the present value of the minimum
lease payments. Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable to that asset.

Determining whether an arrangement contains a lease at inception of
an arrangement, the Company determines whether such an arrange-
ment is or contains a lease. This will be the case if the following two
criteria are met:

 The fulfillment of the arrangement is dependent on the use of a
specific asset or assets; and

» The arrangement contains a right to use the asset(s).

At inception or on reassessment of the arrangement, the Company
separates payments and other consideration required by such an ar-
rangement into those for the lease and those for other elements on
the basis of their relative fair values. If the Company concludes for a
finance lease that it is impracticable to separate the payments reliably,
then an asset and a liability are recognized at an amount equal to the
fair value of the underlying asset. Subsequently the liability is reduced
as payments are made and an imputed finance cost on the liability is
recognized using the Company’s incremental borrowing rate.
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(V) TRADING PROPERTY (INVENTORIES)

Inventories are trading properties acquired with the clear intention that
they are to be sold in the ordinary course of business. Trading prop-
erties considered as inventories are shown at the lower of cost or net
realizable value. Net realizable value is the estimated selling price in
the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale. Trading properties
are purchased and sold on a portfolio basis. Each separately identifiable
portfolio of trading properties is held by a Group subsidiary entity
established and/or acquired for the purpose of holding the respective
trading property portfolio. Trading properties are recognized in the
balance sheet only when full control is obtained. Trading properties are
de-recognized in the consolidated financial statements only when full
control is transferred outside of the Group. Cost of trading properties
is determined on the basis of specific identification of the individual
costs of the trading property including acquisition costs such as transfer
taxes, legal and due diligence fees.

(W) NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

A number of new standards, amendments to standards and interpre-
tations are effective for annual periods beginning on or after January
1,2015, and have not been applied in preparing these consolidated fi-
nancial statements. Those which may be relevant to the Group are set
out below. The Group does not plan to early adopt these standards.

(1) IFRS 9 — FINANCIAL INSTRUMENTS (2009, 2010)

IFRS 9 (2009) introduces new requirements for the classification and
measurement of financial assets. Under IFRS 9 (2009), financial assets
are classified and measured based on the business model in which
they are held and the characteristics of their contractual cash flows.
IFRS 9 (2010) introduces additional changes relating to financial li-
abilities. The IASB currently has an active project to make limited
amendments to the classification and measurement requirements of
IFRS 9 and to add new requirements to address the impairment of
financial assets and hedge accounting. IFRS 9 is effective for annual
reporting periods beginning on or after January 1, 2018, with early
adoption permitted.

(1) IFRS 15 — REVENUE FROM CONTRACTS WITH CUSTOMERS
IFRS 15 establishes a comprehensive framework for determining
whether, how much and when revenue is recognized. It replaces
existing revenue recognition guidance, including IAS 18 Revenue, IAS
11 Construction Contracts and IFRIC 13 Customers Loyalty Programs.
IFRS 15 is effective for annual reporting periods beginning on or after
January 1, 2017, with early adoption permitted.

The Group has considered the above new standards, interpretations and
amendments to published standards and will continue to evaluate the
impact on the Group’s consolidated financial statements. At this time,
the impact of the above publications is not expected to be material to
the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. ACQUISITION,
DISPOSAL AND
DECONSOLIDATE
OF SUBSIDIARIES

a) During the year the Group obtained control on several companies
through business combinations. The significant net impacts on the
consolidated statement of comprehensive income and consolidated
statements of financial position of the group are as follows:

b) As of December 31, 2014, based on management assessments relating
to GCP SA's shareholders structure and other criteria’s, the Company has
no longer effective control on GCP S.A. Due to loss of control in GCP
S.A. the Company de-recognized the assets and liabilities of GCP S.A.
from the consolidated statement of financial position. The Company
recognizes the investment retained in GCP S.A. at its fair value. The fair
market value of the Companys interests in GCP S.A. as of December 31,
2014 was determined by external independent valuator, to the amount
of euro 908 million. The Company recognized the difference between its
investment retained in GCP S.A. and its fair market value at the amount of
euro 555 million in the consolidated statement of comprehensive income,
as part of Capital gains, property revaluation and other income account.

The significant net impacts on the consolidated statement of compre-
hensive income and consolidated statements of financial position of

the group are as follows:

In millions of euro

Investment property (2,180)
In millions of euro Working capital and other assets, net 24
Investment property 734 Cash and liquid assets (272)
Investment in equity-accounted investees (25) Other long term asset and liabilities, net 122
Working capital and other assets, net 2)
Cash and Cash equivalents 9 Financial debt 1265
716
Total de-recognized net assets (1,041)
Loans from banks (338)
Other assets, net (10)  De-recognizing non-controlling interests from
(348)  loss of control 688
Total identifiable net assets 368  Fair value of Investment in equity
accounting investees including goodwill 908
Non-controlling interests arising from initial
consolidation (32)  Profit arising from loss of control 555
Consideration paid regarding acquisition of c)Disposals ' ‘
subsidiaries (231) During the reporting period, the Grpup spld several non-core propertlgs
(through share deals) for a total consideration of euro 137 million. The profit
from those transactions was euro 3.5 million and recorded in the Capital
Goodwill recognized 6  gains as part of the consolidated statement of comprehensive income.
Profit arising from business combination m
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5. REVENUE

Year ended December 31,

2014 2013

In millions of euro
Rental and operating income 242 m
Revenue from sales of buildings (a) 15 70
257 181

(a) Of which euro 14.4 million (2013: euro 54.9 million) refers to cost of
buildings sold.

6. CAPITAL
GAINS, PROPERTY
REVALUATION
AND OTHER
INCOME

/. PROPERTY
OPERATING
EXPENSES

Year ended December 31,

2014 2013

In millions of euro
Purchased services (74) (34)
Maintenance and refurbishment (16) (6)
Personnel expenses (8) 2)
Other operating costs (4) )
(102) (44)

3. ADMINISTRATIVE
& OTHER EXPENSES

Year ended December 31,

2014 2013
Year ended December 31, In millions of euro

2014 2013 Personnel expenses (2.0) (1.0)
In millions of euro Legal and professional fees (13) (07)

Change in fair value in investment Year-end closing, accounting and audit
property 226 186 expenses (1.5) (1.2)
Capital gains and profit arising from Sales and marketing expenses (12) (07)
business combinations (Bargain Purchase) 652 (*)61  Other administrative expenses (17) (1.8)
878 247  Depreciation and amortization (03) (0.2)
(*) Reclassified. (8) (5)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9. NET FINANCE
EXPENSES

Year ended December 31,

10. TAXATION

a. TAX RATE APPLICABLE TO THE GROUP

The Company and some of its subsidiaries are subject to taxation under
the laws of Cyprus. The corporation tax rate for Cyprus companies in
2014 is 12.5% (2013: 12.5%).

2014 2013
In millions of euro Under certain conditions interest income of the Cyprus companies may
p be subject to defence contribution at the rate of 30% (2013: 30%). In
a.Finance expense such cases this interest will be exempt from corporation tax. In certain
Finance expenses from credit cases, dividends received from abroad may be subject to defence con-
institutions and third parties, net () (8)  tribution at the rate of 20% for the tax years 2012 and 2013, and 17% for
Finance expenses from straight and 2014 and thereafter.
convertible bonds, net (15) (5)
) i The Luxembourg subsidiaries are subject to taxation under the laws of
Other finance income U] - ) o
Luxembourg. The corporation tax rate for Luxembourg companies is
27) (13)  29.22% (2013: 29.22%).
- - The German subsidiaries are subject to taxation under the laws of
b. Other financial results .
Germany. Income taxes are calculated using a federal corporate tax of
Changes in fair value of financial 15.0% for December 31, 2013, plus an annual solidarity surcharge of 5.5
assets and liabilities, net (25) 17" % on the amount of federal corporate taxes payable (aggregated tax
Finance related costs (8) () rate: 15.825%).
Expenses related to redeemed . .
A German property taxation includes taxes on the holding of real estate
convertible bonds - (3)
property.
(33) 8
b. CURRENT TAXES INCLUDED IN CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
Year ended December 31,
2014 2013
In millions of euro
Corporation tax (8) (2)
property tax 9) (4)
(17) (6)
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10. TAXATION (conminuep)

c. MOVEMENT ON THE DEFERRED TAXATION ACCOUNT IS AS FOLLOWS:

DEFERRED TAX LIABILITY

Fair value gains on

Other deferred tax  investment property Total
In millions of euro

Balance as at December 31, 2012 1 40 41
Charged to:

Deferred tax expense = 31 31
Initial consolidation m 26 25
Transfer to liability held for sale - 1 1
Balance as at December 31, 2013 - 98 98
Charged to:

Deferred tax expense 5 36 41
Initial consolidation = 60 60
Deconsolidation 4) (148) (152)
Transfer to other deferred tax 2 ) -
Balance as at December 31, 2014 3 44 47
DEFERRED TAX ASSETS Derivative financial — Deferred taxes — loss

instruments carried forward, net Total
In millions of euro

Balance as at December 31, 2012 2 1 3
Charged to:

Deferred tax (expense) income m 2 1
Initial consolidation 1 (1) =
Balance as at December 31, 2013 2 2 4
Charged to:

Deferred tax (expense) income m 6 5
Initial consolidation 1 4
Deconsolidation m m (12)

1

Balance as at December 31, 2014
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. EQUIPMENT AND INTANGIBLE

ASSETS

Furniture, fixtures and
office equipment

Goodwill

Computer software

Total

In millions of euro

Cost
Balance as at December 31, 2012
Additions

Initial consolidation - 3 1 4
Balance as at December 31, 2013 2 3 1 6
Additions 1 - 1 2
Equipment and intangible assets arising from initial
consolidation, net - 6 - 6
Deconsolidation m 4) Q)] (6)
Balance as at December 31, 2014 2 5 1 8
Depreciation/Amortization
Balance as at December 31, 2012 - - - -
Depreciation/Amortization for the year 1 - = 1
Balance as at December 31, 2013 1 - - 1
Depreciation/Amortization for the year 1 - 1 2
Balance as at December 31, 2014 2 - 1 3
Carrying amounts
Balance as at December 31, 2013 1 3 1 5
Balance as at December 31, 2014 - 5 - 5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. INVESTMENT
PROPERTY

A. COMPOSITION

2014 2013
In millions of euro

Balance at January 1 1,545 534
Additions (disposals) and adjust-
ments during the year (1,853) (*) 522
Investment property arising from
initial consolidation 734 479
Transfer from assets held for sale - 10
Balance as at December 31 426 1,545

(*) Reclassified.

B. MEASUREMENT OF FAIR VALUE

The fair value of investment property was determined by external, inde-
pendent property valuers, having appropriate recognized professional
qualifications and recent experience in the location and category of
the property being valued. The independent valuers provide the fair
value of the Group’s investment property portfolio every six months.
The range of the discount rates applied to the net annual rentals to
determine the fair value of property is between 6.25%-8%.

All the investment property in the group in total fair value amount of
euro 426 million (2013: euro 1,545 million) has been categorized as a
Level 3 fair value based on the inputs to the valuation technique used.

13. INVESTMENTS IN EQUITY-
ACCOUNTED INVESTEES

A. COMPOSITION

2014 2013
In millions of euro
Balance as at January 1 33 64
Additions, (disposals) and changes in
equity accounted investees 875 (30)
Loans granted to (repaid by) equity
accounted investees 1 m
Balance as at December 31 909 33
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14. INVENTORIES — 15. TRADE
TRADING AND OTHER
PROPERTY RECEIVABLES

As at December 31, As at December 3],
In millions of euro In millions of euro
Inventories - trading property - 20 Operating costs receivables (a) - 37
a. In November 2013, GCP S.A. sold approximately 900 units (64 thou-  Rent and other receivables 1 12
sand square meters) for gross proceeds at the amount of euro 70 mil- Prepaid i 5
lion. The cost of the units were euro 54.9 million, therefore the Group repaid expenses
recorded profit in amount of euro 15.1 million. Current tax assets - 1
. . . Other short term financial assets 1 n
b. During 2014, GCP S.A. sold approximately 210 units (16 thousand
2 63

square meters) which were presented as inventory trading property
for gross proceeds at the amount of euro 14.7 million.

(a) In 2013, the vast majority of this accounts balance came from GCP
S.A.In 2014 GCP S.A. was deconsolidated — see note 4(b).

(b) The fair values of trade and other receivables due within one year
approximate to their carrying amounts as presented above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

16. EQUITY

A. SHARE CAPITAL

December 31
2014 2013

Number In thousands Number In thousands
of shares ofeuro  of shares  of euro

Authorized
Ordinary shares
of EUR 171 each 50,000 85.5 50,000 85.5

Issued
and fully paid

Balance
as of January 1 5,550 9.5 5,500 95

Issuance of shares 16,650 28.5 - -

Balance
on December 31 22,200 38 5,500 9.5

B. AUTHORIZED CAPITAL

Under its Memorandum of association the Shareholders set the au-
thorized share capital at 50,000 ordinary shares of nominal value of
euro 171 each.

C. ISSUED CAPITAL

Upon incorporation on May 7, 2004 the Company issued 5,550 ordinary
shares of euro 1.71 each, at par value, to the subscribers.

On November 28, 2014, the Company issued 16,650 ordinary shares of
euro 171 each.

D. OTHER RESERVES

The other reserves were shareholders loan that were converted to eg-
uity, therefore the other reserves can be distributed at any time.

After the reporting period the Company increased its authorized share
capital by 1,499,450,000 to 1,500,000,000 ordinary shares of nominal
value of euro 0.01 each. Out of the authorized share capital 500 million
are issued.
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17. LOANS AND
BORROWINGS

A. COMPOSITION

As at December 31,

Weighted
average
interest  Maturity
rate date 2014 2013
In millions of euro

Long term liabilities
Bank loans 3% 2016-2028 138 521
Other loans - - = 3
Total long term loans 138 524
Straight bonds (B, D, F) 3% 2021 150 195
Convertible bonds
(C,E) 4% 2019 97 -
Total bonds 247 195
Short term liabilities
Bank loans 3% 2015 7 10
Other bank loan - - - 4
Total Short term loans 7 14

B. STRAIGHT BOND SERIES B

On June 3, 2013 GCP S.A. issued in a private placement euro 100 million
unsubordinated straight bonds maturing in June 2020, bearing a coupon
of 6.25% p.a. payable semi-annually in arrears (“Series B bond”). On July
24,2013, GCP S.A. successfully increased the Series B bond issued in
June by additional euro 100 million (nominal value). On April 15, 2014,
GCP S.A. successfully completed with the placement of additional euro
150 million (nominal value) of Series B bond, for a consideration that
reflects 107.25% of their principal amount. The total aggregate principal
amount of the series B bond was thereby increased to euro 350 million
(nominal value). Morgan Stanley acted as the sole underwriter.

During the fourth quarter of 2014, GCP S.A. redeemed the whole out-
standing amount of Series B bonds (see also (b) below).

Year ended December 31,

2014 2013
In millions of euro

Balance at the beginning of the year 196 -
Proceeds from issuance of bond
during the year (200,000 notes at
euro 1,000 par value) = 200
Proceeds from issuance of bond
during the year (150,000 notes at
euro 1,000 par value) (a) 161 -
Issuance costs (2) (6)
Net proceeds during the year 159 194
Expenses for the year 12 8
Expenses paid (17) (6)
Redemption of bond series B (b) (350) -
Carrying amount of liability at the
end of the year - 196
Non-current portion of bond series B = 195
Accrued interest = 1
Total bond series B - 196

a. This amount includes additional euro Timillion (reflects 7.25% of the
par value), allocated as deferred income and presented in other long
term liabilities account balance. As at December 31 2014, due to the
redemption of Series B bonds (see (b) below) GCP S.A has realized all
the deferred income.

b. During the fourth quarter of 2014, GCP S.A. resolved to redeem the
outstanding euro 350 million Series B bonds in two phases; first, GCP
S.A. redeemed an outstanding amount of euro 332 million, at 109.5%
of their principle amount (together with accrued and unpaid interest
to that date). Second, GCP S.A. exercised its rights to redeem the out-
standing amount of euro 18 million, at their principle amount (together
with the accrued and unpaid interest to that date).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. LOANS AND
BORROWINGS

(CONTINUED)

C. CONVERTIBLE BOND SERIES C

On February 24, 2014, GCP S.A. issued euro 150 million (nominal value)
bonds, convertible into ordinary shares of GCP S.A. and bear a coupon
of 1.50% p.a. payable semi-annually in arrears (“Convertible bond series
C"). The initial conversion price was fixed at euro 972. The bonds were
issued at 100% of their principle amount and will be redeemed at matu-
rity at 106.65% of their principle amount. On June 19, 2014, the Company
successfully completed the tap up placement of additional euro 125
million (nominal value) of Convertible bond series C, for consideration
that reflects 11.25% of their principal amount. The total aggregate prin-
cipal amount of the Convertible bond series C increased to euro 275
million (nominal value). During December 2014, a total amount of euro
30 million of Convertible bonds Series C were converted into shares of
GCP S.A,, according to the convertible bond's terms, a total of 3.1 million
shares were issued. After the reporting period, additional amounts were
converted into shares (see note 25).

Year ended December 31,

(a) This amount includes additional euro 14 million that were received
as part of the bond placement (reflects 11.25% of the par value), out of
which euro 7.3 million were allocated as an equity component accord-
ing to external independent economic valuer and presented as part of
the non-controlling interests. The residual amount of euro 6.7 million
was allocated as a deferred income and presented in other long term
liabilities account balance.

(b) The equity component referring to the first placement of convert-
ible bond series C is euro 0.6 million and classified as non-controlling
interests in the Company’s consolidated financial statements until the
loss of control on GCP S.A.

D. BOND SERIES D

On October 29, 2014, GCP S.A. successfully completed the placement
EUR 500 million, in aggregate principal amount of new fixed-rate se-
cured bonds, due 2021 with a coupon of 2 per cent and a price of
95.564% of their principal amount (the “Series D Bonds”). The offer
was over-subscribed.

Starting that day, Series D bond is traded on the Irish stock exchange,
in the regulated market.

Year ended December 31,
2014 2013

In millions of euro

2014 2013

In millions of euro

Proceeds from issuance of Convertible
bond series C (1,500 notes at

euro 100,000 par value) 150 -
Proceeds from tap up issuance of

Convertible bond series C (1,250 notes

at euro 100,000 par value) (a) 139 -
Total issuance costs 4) -
Net proceeds during the year 285 -
Amount initially classified as non-

controlling interests (a) (b) (8) -
Expenses for the year 3 -
Expenses paid 2) -
Conversion to ordinary shares of GCP S.A. (30) -
Carrying amount of liability at the end

of the year 248 -
Effect of the loss of control on the

investment in GCP S.A. (see note 4(b)) (248) -

Total Convertible bond series C - -

Proceeds from issuance of bond
during the year (500,000 notes at euro

100,000 par value) 478 -
Issuance costs 2 -
Net proceeds during the year 476 -
Expenses for the year 2 -
Carrying amount of liability at the end

of the year 478 -
Effect of the loss of control on the

investment in GCP S.A. (see note 4(b)) (478) -

Total Series D bonds - -
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17. LOANS AND
BORROWINGS

(CONTINUED)

E. CONVERTIBLE BOND SERIES A

On November 13, 2014, PCl successfully completed with the placement
of euro 100 million convertible bonds maturing in 2019, convertible into
ordinary shares of PCl. The convertible bonds bear a coupon of 4% p.a,,
payable semi-annually in arrears. The initial conversion price was fixed
at euro 3.00. The bonds were issued at 100% of their principle amount
and will be redeemed at maturity at 110% of their principle amount.

After the reporting period, PClI successfully completed with a tap issue
of additional euro 50 million nominal amount (see note 25).

Year ended December 3],
2014 2013

In millions of euro

Proceeds from issuance of convertible
bonds (1,000 notes at euro 100,000 par

value each) 100 -
Transaction costs (2) -
Net proceeds during the year 98 -
Amount classified as non-controlling

interests (a) (1 -
Expenses for the year 1 -
Conversion of bond notes during the year (1

Carrying amount of liability at the end

of the year 97 .
Non-current portion of Convertible

bonds 97 -
Accrued interest 1 -
Total Convertible bonds 98 -

(a) The euro 1 million was allocated as an equity component according
to external economic valuer, and classified as non-controlling interest
in the consolidated financial statements of the Company.

F. BOND SERIES A

On December 9, 2014, the Company has successfully completed the
placement of euro 161 million (nominal value) of unsubordinated, senior
secured straight bonds maturing in December 2021 and bear a coupon
of 3% p.a., payable semi-annually in arrears, for a consideration that
reflects 94% of their principal amount.

After the reporting period, the Company successfully completed with
a tap issue of additional euro 39 million nominal amount (see note 25).

Year ended December 31,
2014 2013

In millions of euro

Proceeds from issuance of Bond series A

(1,610 notes at euro 100,000 par value) 151 -

U -

Transaction costs

Net proceeds during the year 150 -
Carrying amount of liability at the end

of the year 150 -
Non-current portion of Convertible

bond series A 150 -
Total convertible bond series A 150 -

G. (1) SECURITY, NEGATIVE PLEDGE

The obligations of the Company under the Bonds and any Further Se-
cured Bonds are secured in favor of the Trustee for the benefit of the
Trustee, the Bondholders and the holders of any Further Secured Bonds
by:

(a) a first-ranking charge, governed by the laws of Cyprus, over all ordinary
shares held by the Company in its subsidiary, Zaplino Limited (“Zaplino”);

(b) a first-ranking account pledge, governed by Luxembourg law, over
the bank account held by the Company with Bank Hapoalim (Switzer-
land) Limited, Luxembourg branch, (the “Lux PrimeCity Account”);

(c) a first-ranking account pledge, governed by the laws of Cyprus, over
the bank account held by the Company with Bank of Cyprus Public Co
Ltd. (the “Cyprus PrimeCity Account”);

(d) first-ranking account pledges, governed by Luxembourg law, over
each bank account held by Zaplino with Bank Hapoalim (Switzerland)
Limited, Luxembourg branch, (the “Zaplino Luxembourg Accounts”); and

(e) an assignment by way of security, governed by the laws of Cyprus, of
the Company’s receivables and rights under, and claims against Zaplino
for payment of principal and interest under, the loan agreements be-
tween the Company and Zaplino in an aggregate principal amount equal
to the net issuance proceeds of the Bonds (“PrimeCity Loans”) and all
other loan agreements (of whatever nature and for whatever purpose
howsoever described) relating to any loan by the Company to Zaplino
of the net issuance proceeds in respect of any Further Secured Bonds.

(f) a first-ranking charge, governed by the laws of Cyprus, over all ordi-
nary shares held by the Company in its subsidiary, Camelbay;

(g) an assignment by way of security, governed by the laws of Cyprus, of
the Company’s receivables and rights under, and claims against Camel-
bay for payment of principal and interest under, the loan agreements
between the Company and Camelbay in an aggregate principal amount
equal to the net issuance proceeds of the Bonds; and

(h) a first-ranking account pledge governed by Luxembourg law, over
the Interest Reserve Account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. LOANS AND
BORROWINGS

(CONTINUED)

G. (2) COVENANTS

= procure that Net Debt shall not exceed (i) at any time, 65% of the
Portfolio Value and (ii) 60% of the Portfolio Value for a period of
more than six (6) months;

* not pay a dividend as long as the Net Debt of the Group exceeds
50% of the Portfolio value;

= not open, maintain or hold any interest in, and will procure that
Zaplino will not open, maintain or hold any interest, in each case
directly or indirectly, in any account whatsoever with any bank or
financial institution except for the Charged Accounts, unless the Is-
suer or Zaplino, respectively, grant a first-ranking security interest,
satisfactory to the Trustee, over the respective account in favor of
the Trustee, for the benefit of the Trustee and the Bondholders; and

= not, and will not permit any of its Subsidiaries to, directly or indi-
rectly, create or permit to exist or become effective any consensual
encumbrance or restriction on the ability of any Subsidiary of the
Company to (i) make or pay dividends or any other distributions
on its share capital to the Company or any of the Company’s other
Subsidiaries or grant to the Company or any of the Company’s other
Subsidiaries any other interest or participation in itself or (ii) (a) pay
any indebtedness owed to the Company or any of the Company’s
other Subsidiaries (b) make loans or advances to the Company or
any of the Company’s other Subsidiaries or (c) transfer any of its
properties or assets to the Company or any of the Company’s other
Subsidiaries.

18. DERIVATIVE
FINANCIAL
INSTRUMENTS

Year ended December 31,
2014 2013

In millions of euro

Liabilities

Non current portion 5 17

The Group uses interest rate swaps, collars, caps and floors (“hedging
instruments”) to manage its exposure to interest rate movements on
its bank borrowings.

All of the Group’s derivatives financial instruments are linked to the
bank loans maturity.

The calculation of the fair value of hedging instruments is based on
discounted cash flows of future anticipated interest payments in place
compared with the discounted cash flows of anticipated interest pay-
ments at market interest rates based on the hedging instrument agree-
ment at the reporting date.
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19. OTHER LONG 21. TRADE AND
TERM LIABILITIES OTHER PAYABLES

Year ended December 3], Year ended December 31,
2014 2013 2014 2013
In millions of euro In millions of euro

Tenancy deposits - 6  Trade and other payables 4 23
Finance lease liability = 3 Prepayments received on operating

Other long term payables 2 12 costs 1 3%

Loans from shareholders and related Deferred income - !

parties = (*)13  Other short term liabilities 4 39

2 34 9 98

(*) Reclassified

20. RELATED
PARTY
TRANSACTIONS

The transactions and balances with related parties are as follows:

The fair values of trade and other payables due within one year ap-
proximate to their carrying amounts as presented above.

Year ended December 31,
2014 2013

In millions of euro

Loans from shareholders and related
parties (*) = 13

(*) Presenting as part of the other long term liabilities in the consolidated statement of
financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22. FINANCIAL
INSTRUMENTS
AND RISK
MANAGEMENT

FINANCIAL RISK FACTORS

The Group is exposed to the following major risks from its use of fi-
nancial instruments:

e Credit risk

« Liquidity risk
= Operating risk
= Market risk

The Group is not exposed to currency risk as all its investments and
financing arrangements are in euro.

The Board of Directors has overall responsibility for the establishment
and oversight of the Company’s risk management framework.

The Group's risk management policies are established to identify and
analyze the risks faced by the Group, to set appropriate risk limits and
controls, and monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market
conditions and in the Group’s activities.

(1) CREDIT RISK

Credit risk arises because a failure by counter parties to discharge their
obligations could reduce the amount of future cash inflows from finan-
cial assets on hand at the reporting date. The Group has no significant
concentration of credit risk. The Group has policies in place to ensure
that sales of products and services are made to customers with an ap-
propriate credit history and monitors on a continuous basis the ageing
profile of its receivables.

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the indi-
vidual characteristics of each tenant. The Group establishes an allow-
ance for impairment that represents its estimate of incurred losses in
respect of trade and other receivables. The main components of this
allowance are a specific loss component that relates to individually
significant exposures and a collective loss component established for
groups of similar assets in respect of losses that have been incurred
but not yet identified.

Cash and cash equivalents

The Group held cash and cash equivalents of euro 28 million as at
December 31, 2014 (December 31, 2013: euro 134 million), which rep-
resents its maximum credit exposure on these assets.
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22. FINANCIAL
INSTRUMENTS
AND RISK

MANAGEMENT

(CONTINUED)

(I1) LIQUIDITY RISK

Liquidity risk is the risk that arises when the maturity of assets and lia-
bilities does not match. An unmatched position potentially enhances
profitability, but can also increase the risk of loss. The Group has pro-
cedures with the object of minimizing such losses such as maintaining
sufficient cash and other highly liquid current assets and by having

available an adequate amount of committed credit facilities.

The following are the remaining contractual maturities at the end of the
reporting period and at the end of 2013 of financial liabilities, including
estimated interest payments, the impact of derivatives and excluding

the impact of netting agreements:

As at December 31, 2014 Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3

amount Total or less months years years years

In millions of euro

Non-derivative
financial liabilities
Bank loans 145 163 1 10 49 5 98
Straight bonds 150 195 = 5 5 180
Convertible bonds 97 129 - 4 4 4 17
Trade payables 4 4 1 3 = - =
Total 396 491 2 22 58 14 395
As at December 31, 2013 Contractual cash flows including interest

Carrying 2 months 2-12 1-2 2-3 more than 3

amount Total or less months years years years

In millions of euro

Non-derivative financial liabilities
Bank loans 531 630 1 27 33 79 490
Bond Series B 195 283 = 13 13 13 244
Other loans 7 7 = 4 - 3 -
Trade payables 23 23 16 = - =
Total 756 943 8 60 46 95 734

(11) OPERATING RISK

Operational risk is the risk that derives from the deficiencies relating

to the Group’s information technology and control systems as well as
the risk of human error and natural disasters. The Group's systems are

evaluated, maintained and upgraded continuously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(b) All of the Group’s derivative financial instruments are linked to the
2 2 F | N A N ‘ | A L bank loan maturities. The calculation of the fair value of hedging instru-
[}

ments is based on discounted cash flows of future anticipated interest

payments in place compared with the discounted cash flows of antici-
| N S | Rl | M E N | S pated interest payments at market interest rates based on the hedging

instrument agreement at the reporting date.

(c) As of December 31, 2014, the fair value and the carrying amount of

the financial instruments are the same.

(V) OTHER RISKS

The general economic environment prevailing internationally may af-

fect the Group’s operations to a great extent. Economic conditions such
(CO NTl N U ED) as inflation, unemployment, and development of the gross domestic
product are directly linked to the economic course of every country
and any variation in these and the economic environment in general

(lv) ACCOUNTING CLASSIFICATIONS AND FAIR VALUES may create chain reactions in all areas hence affecting the GI’OUP‘

CAPITAL MANAGEMENT
The Group manages its capital to ensure that it will be able to continue

The table below analyzes financial instruments carried at fair value, ~2S @ 80ing concern while increasing the return to owners through the

by the levels in the fair value hierarchy. The different levels have been ~ Striving to keep a low debt to equity ratio. The management closely
defined as follows: monitors and keeps low the Loan to Value ratio (LTV) and self-preserve

conservative financial profile in order to ensure that it remains within
Level 1: Quoted prices (unadjusted) in active markets for identical  its quantitative covenants and to reach long term strong credit rating
assets or liabilities. for the Company. As at December 31, 2014 and 2013 the Group did not
Level 2: Inputs other than quoted prices included within Level 1that ~ breach any of its loan covenants, nor did it default on any other of its
are observable for the asset or liability, either directly (i.e. as prices) ~ obligations under its loan agreements.
or indirectly (i.e. derived from prices).

Fair value hierarchy

Level 3: Inputs for the asset or liabilities that are not based on ob-

servable market data (unobservable inputs). 2 3
Level1 Level 2 Level 3 Total °

COMMITMENTS

Traded securities at fair val-
ue through profit or loss (*) 146 - = 146
The Group does not have significant commitments as at December
Total assets 146 - - 146
31, 2014.
Derivative financial
instruments = 5 = 5
Total liabilities - 5 - 5

December 31, 2013 24. CO NTl NG ENT
Traded securities at fair val-
ue through profit or loss (¥) 48 - - 48 A S S ETS A N D

Financial assets - 3 3
Total assets 48 - 3 51 Ll A B | Ll | I ES
Derivative financial
instruments = 17 = 17
Total liabilities - 17 - 16 L ) L
The Group had no significant contingent assets and liabilities as at
(*) Consist of trade securities, Corporate and government bonds. December 31, 2014.

(a) The fair value of financial instruments that are not traded in an active
market is determined by using valuation techniques. The Group uses its
judgment to select a variety of methods and make assumptions that
are mainly based on market conditions existing at each reporting date.
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25. EVENTS
AFTER THE
REPORTING
PERIOD

a. In January 2015, the Company successfully placed additional euro 39
million tap issue of its 3% coupon straight bonds series A. The issue
price for the tap up was set to 94% of the nominal amount value.
Therefore, the aggregate principal amount of bond series A was thereby
increased to euro 200 million.

b. On January 14, 2015, GCP S.A. resolved a dividend policy according
to which 30% of its funds from operations (“FFO I”) shall be distributed
as a dividend to the shareholders.

’

c. On February 9, 2015 Moody’s Investors Service (“Moody’s”) has as-
signed a first-time long-term issuer rating of “Baa2” to GCP S.A,, with
a stable outlook.

d. On February 10, 2015, PCI (a fully consolidated subsidiary) successfully
placed additional euro 50 million tap issue of its 4% coupon Convert-
ible bonds. The issue price for the further Convertible bonds was set
to 105% of the nominal value. The further Convertible bonds are also
convertible into ordinary shares of PCl for a conversion price of euro
3.00, and the total aggregate principal amount of the Convertible bonds
was thereby increased to euro 150 million.

e. On February 12, 2015, GCP S.A. issued through private placement of
euro 150 million, in aggregate principal amount of perpetual Hybrid
notes with a coupon of 3.75%.

f. On March 3, 2015, GCP S.A. issued euro 250 million tap up of the
original perpetual Hybrid notes. The total aggregate principal nominal
amount of the perpetual Hybrid notes thereby increased to euro 400
million.

g. After the reporting period, an additional euro 30.4 million principal
amount of GCP S.As convertible bond series C was converted into 311
million ordinary shares of GCP S.A. in accordance with the Convertible
bond’s terms.

h. After the reporting period, the Company increased its authorized
share capital by 1,499,450,000 to 1,500,000,000 ordinary shares of nom-
inal value of euro 0.01 each. Out of the authorized share capital 500
million are issued.

26. GROUP SIGNIFICANT HOLDINGS

The details of the significant Group are as follows:

December 31,

Place of Principal 2014 2013
Name incorporation activities Holding % Holding %
Subsidiaries held directly by the Company
Elolaxia Limited Cyprus Holding company 100% 100%
Subsidiaries held indirectly by the Company
Primecity Investment PLC Cyprus Holding company 58% 100%
Investees held indirectly by the Company
Grand City Properties S.A Luxemburg Holding company 33.96% 38%
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF AROUNDTOWN PROPERTY HOLDINGS PLC

INDEPENDENT AUDITORS' REPORT

TO TE
AROU
HOLDINGS PLC

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial statements
of Aroundtown Property Holdings PLC (“the Company”) and its sub-
sidiaries (together with the Company, “the Group”) on pages 28 to 69
which comprise the consolidated statement of financial position as at
December 31, 2014, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

BOARD OF DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation of consolidat-
ed financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the European
Union and the requirements of the Cyprus Companies Law, Cap. 113, and
for such internal control as the Board of Directors determines is nec-
essary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated finan-
cial statements based on our audit. We conducted our audit in accord-
ance with International Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial state-
ments. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of ex-
pressing an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by
the Board of Directors as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

E MEMBERS OF
NDTOWN PROPERTY

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Group as at December 31, 2014,
and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards
as adopted by the European Union and the requirements of the Cyprus
Companies Law, Cap. 113.

REPORT ON OTHER LEGAL REQUIREMENTS

Pursuant to the requirements of the Auditors and Statutory Audits of

Annual and Consolidated Accounts Law of 2009, we report the fol-

lowing:

» We have obtained all the information and explanations we consid-
ered necessary for the purposes of our audit.

« In our opinion, proper books of account have been kept by the
Company.

» The consolidated financial statements are in agreement with the
books of account.

* In our opinion and to the best of the information available to us and
according to the explanations given to us, the consolidated financial
statements give the information required by the Cyprus Companies
Law, Cap. 113, in the manner so required.

= In our opinion, the information given in the report of the Board of
Directors on page 1 is consistent with the consolidated financial
statements.

OTHER MATTER

This report, including the opinion, has been prepared for and only for
the Company’s members as a body in accordance with Section 34 of the
Auditors and Statutory Audits of Annual and Consolidated Accounts
Law of 2009 and for no other purpose. We do not, in giving this opin-
ion, accept or assume responsibility for any other purpose or to any
other person to whose knowledge this report may come to.

Panicos Antoniades, FCCA
Certified Public Accountant and Registered Auditor
for and on behalf of

KPMG Limited
Certified Accountants and Registered Auditors

\

\

Larnaca, April 8, 2015
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DIRECTOR’S DECLARATIONS

This Prospectus of Aroundtown Property Holdings plc dated 30 May 2017 has been signed by the
Directors of AT. AT and the Directors signing this Prospectus declare that having taken all
reasonable care to ensure that such is the case, the information contained in this Prospectus is,
to the best of their knowledge, in accordance with the facts and that it contains no omission likely
to affect its import:

Mr. Andrew Wallis, Executive Director

Mr. Oschrie Massatschi, Executive Director

Mr. Reshef Ish-Gur, Executive Director

Ms. Elena Koushos, Non-Executive Independent Director

Ms. Jelena Afxentiou, Executive Director

Mr. Markus Leininger, Non-Executive Independent Director
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LEAD MANAGER RESPONSIBLE FOR THE DRAWING UP OF THE PROSPECTUS’
DECLARATION

This Prospectus of Aroundtown Property Holdings plc dated 30 May 2017 has been signed by the
Lead Manager responsible for the drawing up of the Prospectus in accordance with article 23 of
The Public Offer and Prospectus Law of the Republic of Cyprus of 2005, as amended, The
Cyprus Investment and Securities Corporation Limited (“CISCO”) which declares that, having
taken all responsible care to ensure that such is the case the information contained in this
Prospectus is to the best of its knowledge, in accordance with the facts and contains no omission

likely to affect its import.

The Cyprus Investment and Securities Corporation Limited (CISCO)
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