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1.

BUSINESS
ACTIVITIES
AND PROFILE
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Granbero Holdings Ltd (as the legal Cyprus entity with all its Polish subsidiaries)
represents the Polish activities of the Ghelamco Group, a leading European real
estate investor mainly active in the offices, residential, leisure, retail and logistics
markets.

Ghelamco group maintains a high quality internal control with respect for agreed mile-
stones over all its project development phases: land purchase, planning, coordinating
the construction phase and sale or lease. Its projects combine prime and strategic loca-
tions with efficient and aesthetically inspiring designs and correct timing.

Ghelamco group’s successes are generated by the group’s professional and enthusias-
tic staff that is driven by the vision and passion of its management.

Ghelamco group is one of the largest commercial property developers and investors
in Belgium and Poland and has realised a steep growth over the last number of years.
The group’s market position has been recognized by numerous prestigious awards, col-
lected over several years and granted both to the company and to many of its projects.

In Poland, Ghelamco received two awards at the 2020 European Property Awards com-
petition. The Sky-High Art Gallery located on top of the Warsaw HUB has been awarded
in the Development Marketing category. It concerns an abstract painting by the recog-
nized artist kukasz Stokowski, which was placed last year on one of the towers of the
Warsaw HUB project.

Foksal 13/15 was awarded in the Residential Renovation/Redevelopment category. The
buildings, which had not been renovated since the war, have undergone thorough revi-
talisation to become luxury downtown residences, which was very much appreciated
by the jury.

Furthermore, the Warsaw HUB has been awarded in Prime Property Prize, the prestig-
ious competition of the real estate industry. The Warsaw HUB has won in the Investment
of the Year: Commercial Space Market category.

Ghelamco Group’s business activities are structured in four major holdings under
common control of the ultimate beneficial owners (jointly referred to as “Ghelamco” or
“the Consortium”):

» Ghelamco Group Comm. VA acts as the “Investment Holding” and comprises re-
sources invested in real estate projects in Belgium, France, UK and Poland and the
intra-group Financing Vehicles, which may also to a certain extent provide funding
to the other holdings — hereafter the “Ghelamco Group” or the “Group”;

* International Real Estate Services Comm. VA acts as the “Development Holding”
and represents international entities that provide construction, engineering and
development services to the Investment Holding (and to an extent to third parties);

* Deus Comm. VA is the “Portfolio Holding” which groups the other activities and
real estate investments controlled by the ultimate shareholders;

* Ghelamco European Property Fund NV (“GEPF”) comprises since 2016 the real
estate projects that are kept as income generating products for a longer period of
time. The fund is not regulated but acts as a separate legal entity within the group.
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2.
LEGAL STATUS

3.
CONSOLIDATION
SCOPE

Granbero Holdings Ltd (the “Company” or “Granbero Holdings”) is the holding
company of the Polish activities of Ghelamco Group Comm. VA, which is in turn the
holding company of the Investment Group.

Granbero Holdings Ltd, together with its subsidiaries (also the “Company”) (Note 5),
constitute the reporting entity for the purpose of these financial statements.

Granbero Holdings Ltd is a limited liability company registered under Cypriot law, with
its registered office at Arch. Makariou lll, 229, Meliza Court, 3105 Limassol, Cyprus.

The Company is registered in the Cypriot commercial register under the number
HE183542.

These consolidated financial statements comprise the resources and activities
of the Company and its legal subsidiaries.

At 31 December 2020 (the reporting date), all the assets and liabilities of the report-
ing entity (the Company and its direct and indirect legal subsidiaries) are legally linked
through the corporate structure as detailed in Note 5 Group Structure.

All assets, liabilities, income and expenses that represented an integral part of the
Granbero Holdings activities, are included in the accounts of the legal subsidiaries of
the Company at 31 December 2020 and at 31 December 2019.

Paul Gheysens
Ria Vandoorne
Investment Development Portfolio Long Term
Holding Holding Holding Investment Holding
Ghelamco Group Irs Deus Ghelamco European
Comm. VA Comm. VA Comm. VA Property Fund
Granbero
Ghelamco Invest NV : Holdings Ltd :
Belgian/French/ UK Polish
real estate development ' real estate development '
and investment ! and investment !
Ghelamco Business
,,,,,,,,,,, Consolidation scope of the financials included in these financial statements
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5.

BOARD AND
MANAGEMENT
COMMITTEE
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Given its nature, there is limited employment in the Company. The construction, engineer-
ing and other related services are mainly provided to the Company by the Development
Holding’s legal subsidiaries. Ghelamco as a whole employed 309 people on 31 December
2020 (vs. 322 on 31 December 2019).

Members of the board and management committee of the Company as of 31 December
2020:
* Mr. Frixos Savvides — Executive director and member of the management committee
* Mr. Stavros Stavrou — Executive director and member of the management committee
* Mr. Christakis Klerides — Executive director
* Ms. Eva Agathangelou - Director

The statutory board of the Polish entities consists of usually 6 board members: the
Managing Director Eastern Europe (president of the board) and the local Financial,

Commercial, Legal, Technical and Investment Directors.

The Members of the Board actively coordinate and supervise the different Polish teams
and support them.

Consolidated Financial Statements at 31 December 2020 (in KEUR)



6.

BUSINESS
ENVIRONMENT
AND RESULTS

7 GRANBERO HOLDINGS LTD

2020 PERFORMANCE AND RESULTS

The financial year 2020 was marked by the outbreak of the COVID-19 pandemic, which
affected the global economy significantly and at all levels. From the beginning of March
2020, the COVID-19 pandemic has had - globally and in Poland — an immediate impact
on all commercial activities, in particular when the authorities took successive restrict-
ing measures and decided on the mandatory ceasing of all deemed non-essential ac-
tivities, in an attempt to stem the pandemic. In this difficult context, the Company has
been taking all necessary measures to safeguard the continuity of its business and to
preserve and strengthen its liquidity position. In particular it has focussed on achieving
cost savings whereas possible, postponing investments deemed to be of lower priority
and strengthening its financing structure. Furthermore, the Company has focussed on
the health and safety of its staff, contractors, customers and other stakeholders. The
activities and results of 2020 have only slightly been impacted by COVID-19, proving the
effectiveness of the applied approach and strategy and the done efforts.

The Company closed its 2020 accounts with a net profit of 99,797 KEUR. While further
paying strong attention to (amongst others technical and environmental) innovation and
sustainability, the Company kept the focus on development and commercial activities
in its core markets during 2020. The Company has in the current period once more
considerably invested in a number of existing projects (mainly the Warsaw HUB and the
Warsaw Unit) and succeeded in creating significant added value on its current projects
portfolio, despite some uncertainties the markets are currently facing in connection with
the COVID-19 crisis. This is reflected in an increased balance sheet total of 1,734,117
KEUR (increase of 303,847 KEUR) and an increased equity of 920,240 KEUR (increase
of 110,376 KEUR). This resulted in a solvency ratio of 53.1% as at 31 December 2020
(vs 56.6% at 31 December 2019).

Land bank

In Poland, the Company in first instance maintained its existing land bank but also took
advantage of some expansion opportunities. In this respect, end of April 2020 a last
5 MPLN instalment has been paid in connection with the acquisition of a land plot in
Piaseczno (suburb of Warsaw) for the future development of approx. 16,000 sgm resi-
dential and retail space.

Also, in November 2020, the Company acquired 50% (plus one) of the shares of Abisal
Sp. z 0.0. in cooperation with an external partner. Subsequently, this company has
(indirectly) acquired the rights on a plot in Warsaw for the development of a commercial
project of approx. 42,000 sgm lettable office and retail space.

Development and construction
During 2020, the Company further invested in the following projects in Poland:
* The finalization of the construction works of the Warsaw HUB project at Rondo

Daszynskiego in Warsaw CBD, comprising 3 skyscrapers on a podium that offers
a unique combination of office and retail space, with features and amenities such
as first-class, unparalleled office space, a conference centre, 3- and 4-star hotel, as
well as cafes, restaurants and shops for a total of approx. 118,556 multifunctional
lettable sgm. The final and binding occupation permit has been received in July 2020.
Finishing works and fit-out for the resp. tenants are being carried out, while tenants
are moving in. Final completion and delivery is expected by the end of H1 2021.

' Calculated as follows: equity / total assets
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* Further and well advanced construction of the Warsaw UNIT, approx. 59,000 sgm
offices project comprising 46 floors and 400 parking spaces, also at Rondo
Daszynskiego in Warsaw CBD. The construction is expected to be finalized by end
of March 2021. At the date of the current report, final inspections are being carried
out by the official services. The occupancy permit is expected to be obtained in
April 2021.

* The finalization of construction works of the Foksal 13/15 project, including the
renovation of the historic buildings, located in the historic heart of Warsaw. In April
2020 the final and binding occupation permit was obtained. The project comprises
the realization of 55 unique high-class apartments (approx. 6,400 sgm in total)
and five commercial units of approx. 660 sgm. Delivery and hand-over to the resp.
buyers is ongoing. Per date of this report, approx. 55% of available residential
space has been sold.

» The continuation of the construction works of the Flisac project (5,700 sgm of
residential space and approx. 980 sgm of retail space on the ground floor, in-
cluding a two-storey underground parking) in the Powisle district in Warsaw. The
project is expected to be completed and delivered in May 2021. Commercialization
appears successful as per date of this report, approx. 87% of the available space
has already been (pre-)sold.

* Receipt of the building permit in January 2020 and start of the construction works
of the Kreo project at Wadowicka Street in Krakow (9-storey office project which
is to offer approx. 23,700 sgm of office space and retail functions on the ground
floor and 325 parking spaces). At the date of this report the ground works have
been finished.

* The finalization of the construction works and delivery of the Prochownia Lomianki
project (shopping center of approx. 5,500 sgm with 153 above ground parking
spots, ‘Prima Bud SKA’) to the resp. tenants. The occupation permit was ob-
tained in November 2019. In December 2020, a 2,300 sgm unit (approx. 45% of the
project) has been sold to a food retailer at a sales price of 4.3 MEUR, while another
32% of the available space has been leased.

* Furthermore, mid-March 2020 the building permit has been received for the realiza-
tion of phase 1 of the GROEN project (former working name Konstancin), which is
to offer approx. 7,500 sgm of residential space (48 units). The ground works com-
menced in autumn 2020. Also the commercialization process has been started and
currently approx. 52% of the available units have already been (pre-)sold.

* In addition, in October 2020, the building permit has been obtained for the realiza-
tion of the Craft project (approx. 26,800 sgm office space with 240 underground
parking lots) at Sciegiennego Street in Katowice. The construction works have
been started in November 2020.

* Finally, on 15 December 2020, the building permit has been received for the reali-
zation of The Bridge (formerly named Bellona Tower). The permit foresees in the
construction of a new approx. 47,500 sgm office building and the renovation of an
approx. 5,300 sgm existing office building. Construction works have been started
shortly after receipt of the building permit.

(Pre-)leasing and occupation of projects:

Ghelamco is aware of the challenges and/or difficulties that some of its customers may
be facing and is monitoring the situation closely, on a case-by-case basis. Despite par-
ticular circumstances, Ghelamco was able to maintain the lease rates for the delivered
Woloska 24 project located in the Warsaw Mokotow District (+/- 23,200 sgm) and for the
Plac Vogla retail project (+/- 5,200 sgm) at resp. 97% and 93%.

For the Warsaw HUB, the Company is in advanced negotiations with potential tenants

Consolidated Financial Statements at 31 December 2020 (in KEUR)
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for still available commercial and office spaces. In March 2020 WeWork has — in connec-
tion with the actions undertaken by this group at the global level and the reorganization
of WeWork’s business model in Poland - requested to terminate lease contracts for
approx. 10,500 sgm. Currently, lease agreements have signed for approx. 100,500 sgm
(i-e. approx. 85% occupancy).

Furthermore, the commercialization process resulted in the signing of lease agreements
for already approx. 25,700 sgm in the Warsaw UNIT (taking into account extension
options signed) (i.e. approx. 44% occupancy).

Divestures

Except for the sale of a 2,300 sgm unit the Lomianki retail project to a third party in-
vestor at a sales price of 4.3 MEUR, there have been no other disposals of investment
property in 2020.

Current period’s residential revenues mainly related to the Foksal project (55 high-class
apartments and 5 commercial units, located at 13/15 Foksal Street in the historic hart of
Warsaw). As stated, the sold units are currently being delivered and handed over; which
triggers the revenue recognition in the Company’s consolidated statement of profit and loss.

Risk factors

Due to its activities, the Company is exposed to a variety of financial and operational
risks: including interest rate risk, price risk, credit risk and liquidity risk. We refer to
section Il of the Consolidated Financial Statements for a detailed description of those
risk factors. For the specific risk related to a crisis resulting from the COVID-19 pandem-
ic, also further reference is made to section Il below.

The Company usually does not use financial instruments to hedge its exposure in con-
nection to those risks.

Outlook
It is the Company’s strategy to further diversify its development portfolio by spreading
its developments over different real estate segments and/or mixed projects.

For 2021, the Company will continue its sustained growth ambition. In addition, it will
closely monitor specific evolutions in its active markets and real estate segments. In this
respect, it has already secured some positions for sizable new projects.

In respect of the COVID-19 pandemic the management has taken all necessary con-
crete and preventive measures to protect the Company’s staff and co-operators the
best possible. Management has in addition taken various actions and initiatives to
ensure the continuity of its business activities.

Nevertheless the management is conscious that the pandemic will affect certain on-go-
ing and scheduled real estate and/or financial transactions. The risks concerned are
mitigated as much as possible in open discussions with the involved counterparties.
The management will closely monitor and follow up all evolutions concerned and will
act diligently to reduce any negative effect on the Company, its staff and its business.

Consolidated Financial Statements at 31 December 2020 (in KEUR)
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The Company will also continue to focus on R&D and innovation to monitor and improve
the realisation of its qualitative development projects. Doing so, management is confi-
dent that the projects will remain attractive to tenants and investors.

This document presents the IFRS Consolidated Financial Statements for the year ended
on 31 December 2020, assuming the going concern of the consolidated companies.

As per today, the Company’s core business is the development of and investment in
commercial and residential properties. The Company’s strategy is to keep commercial
property in portfolio for rental purposes while residential properties are dedicated for
sale.

According to IAS 2, Property Development Inventories have to be measured at the lower
of cost and net realizable value. Investment Properties (Under Construction) are carried
at fair value.

As such, residential properties are presented as Property Development Inventories.

Most of the commercial property is presented as Investment Property. We refer to the
Notes 6 and 7 in Section Il for more details on their presentation.

Consolidated Financial Statements at 31 December 2020 (in KEUR)






This document presents the IFRS Consolidated Financial Statements for the year ended
on 31 December 2020, assuming the going concern of the consolidated companies and
which were approved by the Company’s Management on 30 March 2021. The amounts
in this document are expressed in thousands of EUR (KEUR), unless stated otherwise.

A. CONSOLIDATED STATEMENT OF FINANCIAL POSITION (IN KEUR)

ASSETS Note 31/12/2020 31/12/2019
Non-current assets
Investment Property 6 1,061,655 764,229
Property, plant and equipment 227 343
Receivables and prepayments 9 365,314 332,477
Deferred tax assets 17 3,500 2,360
Other financial assets 233 302
Total non-current assets 1,430,929 1,099,711
Current assets
Property Development Inventories 7 78,375 94,229
Trade and other receivables 9 185,451 171,578
Current tax assets 199 213
Assets classified as held for sale 6 0 0
Cash and cash equivalents 11 39,163 64,539
Total current assets 303,188 330,559
TOTAL ASSETS 1,734,117 1,430,270
Capital and reserves attributable to the Group’s equity holders Note 31/12/2020 31/12/2019
Share capital 12 67 67
Share premiums 12 495,903 495,903
Currency Translation Adjustment 13 13,849 3,215
Retained earnings 13 408,294 310,668
918,113 809,853
Non-controlling interests 12.2 2,127 11
TOTAL EQUITY 920,240 809,864
NON-CURRENT LIABILITIES
Interest-bearing loans and borrowings 14 628,446 426,364
Deferred tax liabilities 17 61,680 39,657
Other liabilities 18 7,747 5,520
TOTAL NON-CURRENT LIABILITIES 697,873 471,541
CURRENT LIABILITIES
Interest-bearing loans and borrowings 14 80,196 91,168
Trade and other payables 19 33,878 56,268
Current tax liabilities 20 1,930 1,429
TOTAL CURRENT LIABILITIES 116,004 148,865
TOTAL LIABILITIES 813,877 620,406
TOTAL EQUITY AND LIABILITIES 1,734,117 1,430,270
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS Note 31/12/2020 31/12/2019
Revenue 21 30,981 9,128
Other operating income 22 7,008 6,666
Cost of Property Development Inventories 23 -14,407 562
Employee benefit expense -883 -949
Depreciation amortisation and impairment charges -43 -23
Gains from revaluation of Investment Property 6 139,329 93,447
Other operating expense 22 -18,914 -10,815
Share of results in equity accounted investees (net of tax) -1 0
Operating profit, incl. Share of profit in equity accounted

investees, net of tax - result 143,060 98,016
Finance income 24 13,815 13,691
Finance costs 24 -34,036 -13,556
Profit before income tax 122,839 98,151
Income tax expense/income 25 -23,042 -16,411
Profit for the year 99,797 81,740
Attributable to:

Owners of the Company 97,950 81,740
Non-controlling interests 1,847 0
CONSOLIDATED STATEMENT OF PROFIT OR LOSS Note 31/12/2020 31/12/2019
AND OTHER COMPREHENSIVE INCOME

Profit for the year 99,797 81,740
Exchange differences on translating foreign operations 13 10,634 2,338
Other -324 0
Items that are or may be reclassified subsequently to profit or loss 10,310 2,338
Total Comprehensive income for the year 110,107 84,078
Attributable to:

Owners of the Company 108,260 84,078
Non-controlling interests 1,847 0
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C. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CONSOLIDATED STATEMENT Note Attributable to the owners of the Company  Non-controlling TOTAL EQUITY
OF CHANGES IN EQUITY interests
Share capital + Cumulative = Retained earnings
share premium translation
reserve

Balance at 1 January 2019 495,970 877 229,043 7 725,897
Foreign currency translation (CTA) 2,338 2,338
Profit/(loss) for the year 81,740 81,740
Dividend distribution 0
Change in non-controlling interests 4 4
Change in the consolidation scope -122 -122
Other 7 7
Balance at 31 December 2019 495,970 3,215 310,668 11 809,864
Foreign currency translation (CTA) 13 10,634 10,634
Profit/(loss) for the year 13 97,950 1,847 99,797
Dividend distribution 0
Change in non-controlling interests 12.2 269 269
Change in the consolidation scope 13 -337 -337
Other 13 13
Balance at 31 December 2020 495,970 13,849 408,294 2,127 920,240
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D. CONSOLIDATED CASH FLOW STATEMENT

CONSOLIDATED CASH FLOW STATEMENT FOR 2020 AND 2019 Note 31/12/2020 31/12/2019

Operating Activities

Profit / (Loss) before income tax 122,839 98,151
Adjustments for;
+ Change in fair value of investment property 6 -139,329 -93,447
+ Depreciation, amortization and impairment charges 43 23
- Result on disposal investment property 2,026 -4,270
- Net interest charge 24 -3,293 -7,642
+ Movements in working capital:
- Change in prop. dev. inventories -1,467 -28,878
- Change in trade & other receivables -2,621 296
- Change in trade & other payables 5,118 9,469
-Movement in other non-current liabilities 2,227 -1,509
+Other non-cash items -137 59
Income tax paid -1,644 -2,576
Interest paid -8,989 -3,752
Net cash from operating activities -25,227 -34,076

Investing Activities

Interest received 24 2,563 4,723
Purchase/disposal of property, plant & equipment 73 -37
Purchase of investment property 6 -176,149 -129,057
Capitalized interest in investment property paid 6 -15,400 -16,622
Proceeds from disposal of investment property /assets held for sale 6 4,595 101,840
Cash in-/outflow on other non-current financial assets -32,768 -15,982
Net cash flow used in investing activities -217,086 -55,135

Financing Activities

Proceeds from borrowings 15 286,088 248,645
Repayment of borrowings 15 -77178 -126,106
Net cash inflow from / (used in) financing activities 191,110 122,539
Net increase/decrease in cash and cash equivalents -51,203 33,328
Cash and cash equivalents at 1 January of the year 64,539 32,313
Other effects of exch. Rate changes in non-EUR countries 8,027 -1,102
Cash and cash equivalents at 31 December of the year 39,163 64,539
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E. SEGMENT INFORMATION

As the vast majority of the assets (and resulting income) of the Company is geo-
graphically located in Poland, and Management has a regional approach in deci-
sion making, Management does not receive information disaggregated at a lower
level than Granbero Holdings as a whole. Hence no segment information has been
included in this financial reporting.
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The principal accounting policies applied in the preparation of the IFRS consolidated
financial statements, are set out below.

1.1. INTRODUCTION

We refer to the section “Business activities and profile” and Note 5 “Group structure” of
these consolidated financial statements for more information on the business activities
and the structure of the Company and its position within the Ghelamco business.

As per today, the Company’s core business is the investment in commercial and resi-
dential properties. The Company’s strategy is to keep commercial property in portfolio
for rental purposes while residential properties are dedicated for sale. According to IAS
2, Property Development Inventories have to be measured at the lower of cost and net
realizable value. Investment Properties (Under Construction) are carried at fair value.

As such, residential properties are presented as Property Development Inventories. Most
of the commercial property is presented as Investment Property. We refer to the Notes 6
and 7 for more details on their presentation.

These financial statements are IFRS consolidated financial statements that include the
resources and activities of Granbero Holdings Ltd and its legal subsidiaries that are part
of the Ghelamco Investment Group at 31 December 2020.

A list of legal entities included in these IFRS consolidated financial statements and major
changes in the organizational structure of the reporting entity are outlined in Notes 4 and 5.

1.2. BASIS OF PREPARATION

These consolidated financial statements include those of the Company and its subsid-
iaries. The consolidated financial statements were approved for issue by Management
on March 30, 2021. The consolidated financial statements have been prepared in ac-
cordance with the requirements of International Financial Reporting Standards (“IFRS”)
as adopted by the European Union at 31 December 2020. The Company has adopted all
new and revised standards and interpretations which became applicable for the finan-
cial year starting 1 January 2020.

These financial statements have been prepared under the historical cost convention

except for Investment Properties, assets classified as held for sale and derivative finan-
cial instruments that have been measured at fair value.

1.3. STANDARDS AND INTERPRETATIONS THAT BECAME
APPLICABLE IN 2020

Standards and Interpretations that the Company anticipatively applied in 2019 and 2020:
* None

Consolidated Financial Statements at 31 December 2020 (in KEUR)
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Standards and Interpretations that became effective in 2020:
* Amendments to IAS 1 and IAS 8 Definition of Material
* Amendments to IFRS 3 Business Combinations: Definition of a Business
* Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform — Phase 1
* Amendments to references to the Conceptual Framework in IFRS standards
» Amendment to IFRS 16 Leases Covid 19-Related Rent Concessions (issued on 28 May
2020)

The first time adoption of the aforementioned standards and interpretations did not
have a significant impact on the financial statements as of 31 December 2020.

Standards and Interpretations which became effective in 2020 but which are not rele-
vant to the Company:
* None

1.4. STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE

Standards and Interpretations issued at the date of these IFRS consolidated financial
statements, which were authorized for issue but not yet mandatory and have not been
early adopted by the Company:

* Amendments to IAS 1 Presentation of Financial Statements: Classification of
Liabilities as Current or Non-current (applicable for annual periods beginning on or
after 1 January 2023, but not yet endorsed in the EU)

* Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice
Statement 2: Disclosure of Accounting policies (issued on 12 February 2021) (ap-
plicable for annual periods beginning on or after 1 January 2023, but not yet en-
dorsed in the EU);

* Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and
Errors: Definition of Accounting Estimates (issued on 12 February 2021) (applicable for
annual periods beginning on or after 1 January 2023, but not yet endorsed in the EU);

* Amendment to IFRS 4 Insurance Contracts — deferral of IFRS 9 (applicable for
annual periods beginning on or after 1 January 2021, endorsed in the EU)

» Amendment to IFRS 16 Leases: COVID-19-Related Rent Concessions beyond 30
June 2021 (issued on 11 February 2021, applicable as from 1/4/2021, not yet endorsed)

* Amendments to IFRS 3 Business Combinations: Reference to the Conceptual
Framework (applicable for annual periods beginning on or after 1 January 2022,
but not yet endorsed in the EU)

* Amendments to IAS 16 Property, Plant and Equipment: Proceeds before Intended
Use (applicable for annual periods beginning on or after 1 January 2022, but not
yet endorsed in the EU)

* Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets:
Onerous Contracts — Cost of Fulfilling a Contract (applicable for annual periods
beginning on or after 1 January 2022, but not yet endorsed in the EU)

» Annual Improvements to IFRS Standards 2018-2020 (applicable for annual periods
beginning on or after 1 January 2022, but not yet endorsed in the EU)

* Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark
Reform — Phase 2 (applicable for annual periods beginning on or after 1 January
2021, endorsed in the EU)
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At this stage, the Company does not expect the first adoption of these Standards and
Interpretations to have material financial impact on the financial statements at the
moment of initial application.

The Company is currently assessing the possible impact, if any, of standards to be
applied as from 2021.

1.5. PRINCIPLES OF CONSOLIDATION

1.5.1. CONSOLIDATION SCOPE

The entities included in the consolidation scope are those that are under control of the
Company (see Notes 4 and 5). The financial statements of subsidiaries are included in
the consolidated financial statements from the date on which control commences until
the date on which control ceases. Control is achieved when the Company:

* has power over the investee; and

* is exposed or has rights to variable returns from its involvement with the investee;
and

* has the ability to use its power to affect its returns.

The Company re-assesses whether or not it controls an investee if fact and circum-
stances indicate that there are changes to one or more of the three elements of control
listed above.

The transactions, balances and unrealized gains and losses between these legal enti-
ties are deemed intra-group transactions and are eliminated in full.

The transactions with other entities owned directly or indirectly by the ultimate share-
holders of the Ghelamco Consortium are deemed transactions with related parties and
are not eliminated, but are presented as balances and transactions with related parties
in Note 28.

Investments in joint-ventures are included in the consolidated financial statements in
accordance with the equity method. Unrealised gains arising from transactions with
equity-accounted investees are eliminated against the investment to the extent of the
Group’s interest in the investee. Unrealised losses are eliminated in the same way as
unrealised gains, but only to the extent that there is no evidence of impairment.

1.5.2. ACQUISITION OF SUBSIDIARIES

Although the Company obtained control over several subsidiaries over the past years,
these transactions are not considered business combinations as defined under IFRS 3
“Business Combinations”. In these transactions, the Company primarily acquired land and
therefore these transactions are to be considered as a purchase of selective assets and
liabilities and not as a purchase of a “business”. The purchase consideration has been
allocated to each of the assets and liabilities acquired based on their relative fair values.

During the course of 2020 and 2019, there were no acquisitions of subsidiaries that quali-
fied as an acquisition of a business as defined in IFRS 3 “Business Combinations”.
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1.5.3. SALE OF SUBSIDIARIES

As was the case in the past, the 2020 and 2019 business of the Company consists of
developing commercial and residential real estate projects. Commercial properties are
held for rental and/or capital appreciation. Residential properties are held for sale in the
ordinary course of business.

General rule:

» sale of commercial projects subsidiaries (in which real estate is developed and
valued as IP(UC)) is presented in the Income Statement as a disposal of IP and not
as a disposal of a subsidiary;

« sale of residential projects subsidiaries (in which real estate is developed and
valued as property development inventories) is presented in the Statement of profit
or loss on a gross basis (i.e. revenue from the sale of inventories and cost of sales)
and not as a disposal of a subsidiary. Still, a sale of residential projects is generally
structured as a sale of assets.

Comments 2020
In 2020, no commercial or residential SPVs have been sold.

Comments 2019

On 17 January 2019, the .BIG project in Krakow (approx. 10,200 sgm office space and
141 underground parking spaces) was sold to Crédit Suisse. The sale was completed
through an enterprise deal (sale of assets plus linked obligations for the buyer), based
on an underlying value of the property of 32.9 MEUR.

On 26 April 2019, The Wronia project (16,600 sgm office space in Warsaw CBD) was
sold to LaSalle Investment Management. The transaction was completed through a
share deal based on an underlying value of the property of 74 MEUR. The transaction
has in the financial statements been presented as a disposal of IP.

In 2019, no residential SPVs were sold, in line with the general approach to sell residen-
tial projects through asset deals.

1.5.4. INCREASE IN OWNERSHIP INTERESTS IN SUBSIDIARIES

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions.

1.5.5. FOREIGN CURRENCY TRANSLATION

The individual financial statements of each group entity are presented in the currency of
the primary economic environment in which the entity operates (its functional currency).

Foreign currency transactions

Foreign currency transactions are recognized initially at the exchange rate prevailing
at the transactions’ date. Subsequently, at closing, monetary assets and liabilities not
measured at fair value, denominated in foreign currencies are translated at the balance
sheet currency rate. Gains and losses resulting from the settlement of foreign currency
transactions and from the translation of monetary assets and liabilities denominated in
foreign currencies are included in the income statement as a financial result.
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Foreign entities
For the purpose of the IFRS consolidated financial statements, the results and finan-

cial position of each entity are translated in Euro, which is the functional currency of the
Company and the presentation currency for the IFRS consolidated financial statements.
In consolidation, the assets and liabilities of the group companies using a different func-
tional currency than the Euro are translated in Euro using exchange rates prevailing on the
balance sheet date. Income and expense items are translated at the average exchange
rates for the period. Exchange differences arising, if any, are classified in equity, within the
“Cumulative translation reserve”. Such translation differences are recognized as income
or as expenses in the period in which the entity is sold, disposed of or liquidated.

The principal exchange rates versus EUR that have been used are as follows:

2020 2019

Closing rate at Average rate for Closing rate at Average rate for

31 December 12 months 31 December 12 months

Polish Zloty (PLN) 4.6148 4.4449 4.2585 4.2988
United States Dollar (USD) 1.2271 11422 11234 11195
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1.6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at acquisition cost less any accumulated de-
preciation and less any accumulated impairment loss.

Cost includes the fair value of the consideration given to acquire the asset and any direct-
ly attributable cost of bringing the asset to working condition for its intended use (taxes
included).

The depreciable amount is allocated on a systematic basis over the useful life of the asset,
using the straight-line method on a pro rata temporis basis. The depreciable amount is
the acquisition cost.

The applicable useful lives are:
Property, plant and equipment:
* Buildings: 20 to 40 years
* Vehicles: 5 years
* Equipment: 5 to 10 years

1.7. LEASES

At inception of a contract, the Company assesses whether a contract is, or contains,
a lease. A contract is, or contains, a lease if the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset, the
Company uses the definition of a lease in IFRS 16.

The Company recognizes a right-of-use asset and a lease liability at the lease commence-

ment date. All right-of-use assets complying with the definition of Investment property
will be presented as Investment property and are subsequently recognized at fair value.
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The other right-of-use assets will be presented in the most appropriate caption, taking
into account the nature of the assets on which the right-of-use has been granted. These
other right-of-use assets are initially measured at cost, which comprises the initial
amount of the lease liability adjusted for any lease payments made at or before the com-
mencement date, plus any initial direct costs incurred and an estimate of costs to dis-
mantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received. These other right-of-use assets
are subsequently depreciated using the straight-line method from the commencement
date to the end of the lease term, unless the lease transfers ownership of the underlying
asset to the Company by the end of the lease term or the cost of the right-of-use asset
reflects that the Company will exercise a purchase option. In that case the right-of-use
asset will be depreciated over the useful life of the underlying asset, which is determined
on the same basis as those of property, plant and equipment. In addition, the right-of-
use asset is periodically reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease lability.

The lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date, discounted using the interest rate implicit in the
lease or, if that rate cannot be readily determined, the Group’s incremental borrowing
rate. Generally, the Company uses its incremental borrowing rate as the discount rate.

The incremental borrowing rate is determined as the rate that the individual lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value
to the right-of-use asset in a similar economic environment with similar terms, security
and conditions.

To determine the incremental borrowing rate, the Company:

« to the extent possible, uses recent third-party financing received by the Company
as a starting point, adjusted to reflect changes in financing conditions since the
third party financing was received, and

» makes adjustments specific to the lease, e.g. considering term, country, currency
and applicable securities.

To the extent applicable, payments associated with short-term leases of equipment and
vehicles and leases of low-value assets are (still) recognised on a straight-line basis as
an expense in profit or loss, in accordance with the provisions of IAS 17 “Leases”. Short-
term leases are leases with a lease term of 12 months or less. Low-value assets comprise
IT equipment and small items of office furniture. The Company leases IT equipment with
contract terms of one to three years. The Company recognises the lease payments asso-
ciated with these leases as an expense on a straight-line basis over the lease term.

1.8. IMPAIRMENT OF ASSETS

At each balance sheet date, the Company reviews the carrying amounts of its assets to
determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). Where it is not possible
to estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the unit to which the asset belongs.

An impairment loss is recognized for the amount by which the asset’s carrying amount
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exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair
value less costs to sell and value in use.

1.9. INVESTMENT PROPERTY

Investment Property is defined as property (land or a building — or part of a building — or
both) held by the owner to earn rentals, realize capital appreciation or both, rather than
for: (a) use in the production or supply of goods or services or for administrative purpos-
es; or (b) sale in the ordinary course of business.

Investment Property, principally comprising land and commercial buildings (“commer-
cial property”), is held for capital appreciation or for the long-term rental yields and is
not occupied by the Company.

Investment Property (Under Construction) is initially measured at cost and subsequent-
ly at fair value with any change therein recognized in profit or loss. Fair fair value is de-
termined by independent, external or property valuers, having appropriate recognized
professional qualifications and recent experience in the location and category of the
property being valued, or by management. In the former case, renowned external ap-
praisers carry out an external inspection of the property and they are provided with the
necessary supporting documentation (regarding property title over the involved prop-
erty, copies of (building) permits, architectural plans, renderings, copies of (preliminary)
lease contracts), based on which they prepare their resp. valuation reports.

Gains or losses as a result of changes in the fair value are included in the Income
Statement of the year in which they occur. Gains and losses as a result of an Investment
Property disposal are considered into the Income Statement of the year in which the
disposal occurs (in other operating income or other operating expenses).

The Company distinguishes four different stages for Investment Property:
A. Land without pre-permit approval;
B. Land with a pre-permit approval;
C. Land with a building permit and construction ongoing;
D. Land with a completed building.

The above stages can again be divided in 2 main categories:

1.9.1. INVESTMENT PROPERTIES UNDER CONSTRUCTION (A), (B). (C)

The fair value of the land is determined based on the following methods:
1. Based on comparative method;
2. Based on realizable sqm;
3. Based on residual method.

Fair value of IP(UC) is determined as follows:
* Projects under (A): fair value of the land plus cost of in process development
* Projects under (B): fair value of the land, to the extent the valuation expert has con-
sidered the value of the master plan and/or building permit OR fair value of the land
plus cost of in process development, to the extent the valuation expert has not yet
considered the value of the master plan and/or building permit
* Projects under (C): fair value of the (permitted) land plus construction part at cost
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plus capitalized borrowing costs, if the below building permit and lease conditions
are not (yet) fulfilled

* Projects under (C): fair value of the (permitted) land plus fair value of the construc-
tion part, if the below building permit and lease conditions are fulfilled

By consequence, fair value adjustments have been recognized as follows:
* Projects under (A): fair value of the land minus the gross land cost (including pur-
chase price of the land, costs on the purchase, capitalized financial costs);
* Projects under (B): fair value of the land minus gross land cost;
* Projects under (C): fair value of the land minus gross land cost, plus fair value of
the construction part minus cost of the construction part, to the extent the below
conditions are met.

In assessing the fair value, the Company considers whether both following conditions
have been met:
* Building permit on the property has been obtained and
» Binding lease agreements have been signed for over 40% of the net leasable area
of the property.

In case the above mentioned conditions are not fulfilled, the fair value of the IPUC (part not
included in land) is deemed to be the cost of the in-process development.

In case the conditions are fulfilled, the fair value of IPUC (both land and construction

part) will be determined by an independent appraiser report, based on RICS Valuation
Standards.

1.9.2 COMPLETED INVESTMENT PROPERTIES (D)

Investment Properties are considered completed as from the moment the project re-
ceived its exploitation permit.

Completed Investment Properties are valued by internationally qualified appraisers as
of the end of the period, based on market values in accordance with the RICS Valuation
Standards or based on managements’ valuation assessment.

They are recognized at fair value reflecting the market conditions at the balance
sheet date. Market values of the project are calculated based on the Yield method or
Discounted Cash Flow method, depending on the type of project, its status and the
location.

Fair value of IP is determined as follows
* Projects under (D): fair value of the completed project

By consequence, fair value adjustments have been recognized as follows:
* Projects under (D): fair value of the completed project minus gross land cost, minus
cost of the construction part (capitalized interest expenses included)

In the case of a contingent consideration payable for a property acquired, the asset is
recognized initially at cost, determined based on the fair value of the total consideration
paid or payable. The fair value of the contingent consideration is determined based
on management’s best estimate and recognized as a financial liability. Subsequent
changes in the fair value of the liability are recorded via the income statement (and are
not part of the asset value).
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As stated above and to the extent applicable, borrowing costs are included in the con-
struction cost. Borrowing expenses are being capitalized until delivery of the project.

1.10. (NON-) CURRENT ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS

A (non-)current asset or disposal group is classified as held for sale if its carrying amount will
be recovered principally through a sale transaction rather than through continuing use. This
condition 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. A discontinued operation is a
component of an entity, which the entity has disposed of, or which is classified as held for
sale, which represents a separate major line of business or geographical area of operations
and which can be distinguished operationally and for financial reporting purposes.

For a sale to be highly probable, the entity should be committed to a plan to sell the asset
(or disposal group), to an active program to locate a buyer or to complete a plan which was
already initiated. In addition, the asset (or disposal group) should be actively marketed at a
price which is reasonable in relation to its current fair value, and the sale should be expected
to be completed within one year from the date of classification.

Assets classified as held for sale are measured at the lower of their carrying amount and fair
value less costs necessary to make the sale. Any excess of the carrying amount over the
fair value less costs to sell is included as an impairment loss. Depreciation of such assets is
discontinued as from their classification as held for sale. Comparative balance sheet infor-
mation for prior periods is not restated to reflect the new classification in the balance sheet.

1.11. PROPERTY DEVELOPMENT INVENTORY

Land and premises acquired and held for future development as well as in-process
development projects (other than Investment Properties) are classified as inventories.
Property Development Inventories mainly comprise residential properties.

Inventories are measured at the lower of cost and net realizable value at the balance
sheet date.

The cost of in-process development projects comprises architectural design, engineer-
ing studies, geodesic studies, raw materials, other production materials, direct labour,
and other direct and external borrowing costs directly attributable to the acquisition or
construction of the qualifying inventories.

External borrowing costs directly related to the acquisition, construction or production
of a qualifying asset are capitalized. A qualifying asset is an asset that takes a substan-
tial period of time to get ready for its intended use or sale. Capitalization commences
when expenditures and borrowings are being incurred for the asset, and ceases when
all the activities that are necessary to prepare the asset for its intended use are com-
plete or sale in its current condition is possible. The capitalization criteria are usually
met as from the date of acquisition of land for building purposes, as activities related to
development are usually being undertaken by the Company as from that date.
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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.
A write-down is necessary when the net realizable value at balance sheet date is lower
than the carrying value. The Company performs regular reviews of the net realizable
value of its Property Development Inventory, based on feasibility studies, recent trans-
action data and other available information.

The most recent review indicated that the overall net realizable value of the Property
Development Inventory of the Company exceeded its carrying amount measured on a
historical cost basis (Note 7). For that, no write-downs have been recognized in the 2020
IFRS consolidated financial statements. The same goes for 2019.

Perpetual usufruct and operating lease contracts of land:

The Company holds land in Poland under the right of perpetual usufruct. The right of
perpetual usufruct is in substance a long-term land lease that grants the lessee the
right to use and administer land owned by the state or local authorities under the terms
and conditions of a contract usually concluded for 99 years. The holder of such right is
obliged to pay an annual fee during the term of the perpetual usufruct estimated by the
state or local authority.

The perpetual usufructs held by the Company are recognized in accordance with IFRS 16
“Leases”. In this respect, further reference is made to note 16.

1.12. TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognized initially at fair value and subsequently meas-
ured at amortized cost using the effective interest method, less provision for impairment.

The Company recognises loss allowances for Expected Credit Losses (“ECLs”) mainly
on financial assets measured at amortised cost and contract assets.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the
Company in accordance with the contract and the cash flows that the Company expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

As the Company has opted for the simplified approach, loss allowances for trade receiv-
ables and contract assets are always measured at an amount equal to lifetime ECLs.
Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

In determining the amount of credit losses the Company has considered both quanti-
tative and qualitative information and prepared an analysis, based on the Company’s
historical experience and macro-economic information including forward-looking
information.

The amount of the allowance is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the original effective
interest rate. The asset's carrying amount is reduced through the use of an allowance
account, and the amount of the loss is recognized in the Income Statement. When a
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trade receivable is uncollectible, it is written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously written down are credited in
the Income Statement.

1.13. FINANCIAL ASSETS

The Company classifies its financial assets in the following categories: measured at am-
ortised cost, Fair Value through Other Comprehensive Income (‘FVOCI’) and Fair Value
Through Profit and Loss (‘FVTPL). The classification is generally based on the business
model in which a financial asset is managed and its contractual cash flow characteris-
tics. Financial assets are not reclassified subsequent to their initial recognition unless
the Company changes its business model for managing financial assets, in which case
all affected financial assets are reclassified on the first day of the first reporting period
following the change of the business model.

Trade and other receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are initially recognized at fair value
and subsequently measured at amortized cost using the effective interest method.

The investments in equity instruments that do not have a quoted market price in an active
market are required to be measured at fair value. The Company determines that cost is
an appropriate estimate of fair value (this valuation principle applies mainly to the invest-
ments in entities under the control of the ultimate beneficial owners of the Company, not
included in the consolidation scope of these financial statements).

Derivative financial instruments are measured at fair value with changes recognized in
profit or loss.

For an overview of financial assets (and liabilities) by category in accordance with IFRS 9,
reference is made to note 15 below.

1.14. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash in hand, demand deposits with banks, other
short-term highly liquid investments with original maturities of three months or less.

1.15. SHARE CAPITAL
Ordinary shares are classified as equity under the caption “share capital”. When share
capital recognized as equity is (re)purchased, the amount of the consideration paid,

including directly attributable costs and taxes, it is recognized as a change in equity.

Dividends are recognized as a liability only in the period in which they are approved by
the Company’s shareholders.
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1.16. CURRENT AND DEFERRED INCOME TAXES
Income tax on the profit or loss for the year comprises current and deferred income tax.

Income tax is recognized in the income statement, except to the extent that it relates
to items recognized directly in equity, in which case it is recognized in equity. Current
tax is the expected tax payable on the taxable income for the year and any adjustment
to tax payable in respect of previous years. It is calculated using tax rates enacted or
substantively enacted at the balance sheet date.

Deferred tax is recognized, using the liability method, for all temporary differences
arising between the tax bases of assets and liabilities and their carrying values. Deferred
tax is recognized on all temporary differences.

The recognition of deferred tax liabilities on fair value adjustments is based on the as-
sumption that the land and buildings held by the Company will be realized through
asset deals. Sales through asset deals mainly apply to the residential projects held
by the Company (which are classified as inventory; which is not subject to fair value
accounting).

As it is expected that the value of commercial projects will in first instance be realized
through use (and not through sale), the recognition of deferred tax liabilities on fair value
adjustments is also applied here. Still, the potential capital gain (in the case a commer-
cial project would be sold through a share deal) might be exempted from income tax
in some jurisdictions if certain conditions are met. Although the Company is confident
that in the case of a share deal these conditions will be complied with, deferred tax lia-
bilities have consistently been recognized, without taking into account those potential
tax exemptions.

Currently or substantially enacted tax rates are used to determine deferred income
tax. Under this method, the Company is also required to make a provision for deferred
income tax on the difference between the fair values of the net assets acquired and their
tax base as a result of a business combination, recognized against goodwill.

No deferred taxes are accounted for temporary differences arising from the initial rec-
ognition of assets or liabilities in a transaction that is not a business combination and
that at the time of the transaction affect neither accounting nor taxable profit, temporary
differences relating to the investments in subsidiaries, associates and joint arrange-
ments to the extent that they will probably not reverse in the foreseeable future, and
taxable temporary differences arising on the initial recognition of goodwill.

A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilized. A deferred tax
asset is reduced to the extent that it is no longer probable that the related tax benefit
will be realized (Note 17).
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1.17. TRADE AND OTHER PAYABLES

Trade and other payables are measured at amortized cost. As the impact of discounting
is immaterial, trade and other payables are measured at the nominal value.

1.18. BORROWINGS

Borrowings are recognized initially at fair value, net of transaction costs incurred.
Borrowings are subsequently stated at amortized cost; any difference between the pro-
ceeds (net of transaction costs) and the redemption value is recognized in the Income
Statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Company has a contractual
right (provided all covenants are fulfilled) to defer settlement of the liability for at least 12
months after the balance sheet date.

1.19. REVENUE RECOGNITION AND RESULT ON DISPOSAL
Revenue mainly includes sales of property development inventory and rental income.

Sale of Property Development Inventory

Revenue is recognised as control is passed to the customer, either over time or at a
point in time.

Revenue is recognised in the income statement (on the line-item Revenue) based on the
transaction price in the contract, which is the amount to which the Company expects to
be entitled in exchange for the transfer of the property.

In accordance with IFRS 15, the company assesses on a case-by-case basis:

* Whether the agreement, the contract or the transaction falls within the scope of
IFRS 15, including by taking into account the probability of the entity recovering the
consideration to which it is entitled;

* Whether, under a contract, the sale of the land, the development and the commer-
cialisation represent distinct performance obligations;

» Whether, for each obligation, the revenue is subject to a gradual transfer of control,
particularly for projects which satisfy the third criterion defined by IFRS 15.36
(“Performance creating a specific asset and giving rise to an enforceable right to
payment for performance completed to date"), and must be recognised gradually.

In accordance with local laws and legislation, revenue from off-plan apartment sales is
deferred (i.e. deferred income) till the recognition at delivery; i.e. revenue recognized at
a point in time.

To the extent a contract contains elements of variable or contingent consideration, the
Company will estimate the amount of variable consideration to which it will be entitled under
the contract. A variable consideration is only included in the transaction price and will only
be recognised to the extent it is highly probable that its inclusion will not result in significant
revenue reversal in the future, when the underlying uncertainty has been resolved.

The property disposals might be structured as a sale of shares in a legal entity that
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holds the property. The sales of real estate projects structured as a sale of shares are
presented in these financial statements in accordance with the substance and econom-
ic reality of the transactions and not merely with their legal form. Thus, the amount of
inventories recognized as an expense during the period referred to as “Cost of Property
Development Inventories sold” comprises costs directly related to the property devel-
opment projects sold during the year. The revenue from sales of properties reflects the
consideration transferred of the properties sold.

Rental income

Rental income from Investment Properties leased is recognized on a straight-line basis
over the lease term. Lease incentives granted are recognized as an integral part of the
total rental income (i.e. are spread over the lease term).

The Company did not enter into any financial lease agreements with tenants; all lease
contracts qualify as operating leases.

Sale of Investment Property

Other operating income from the sale of investment property is recognized when the
buyer obtains control of the property, for an amount to which the Company expects to
be entitled in exchange for the transfer of the property.

The property disposals are often structured as a sale of shares in a legal entity that
holds the property. The sales of real estate projects structured as a sale of shares are
presented in these financial statements in accordance with the substance and eco-
nomic reality of the transactions and not merely their legal form. The gain realized on
a sold investment property is shown on a net basis as result on disposal of Investment
property under “Other operating income” in the income statement.

When an Investment property project is disposed, the result on disposal is determined
based on the difference between the sales value per date of disposal and the carrying/
fair value per books at year-end of the previous accounting year. When an Investment
property project is disposed in the second half of the year, the result on disposal is de-
termined based on the difference between the sales value per date of disposal and the
carrying/ fair value per books at 30 June.
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2.1. FINANCIAL RISK FACTORS

Due to its activities, the Company is exposed to a variety of financial risks: including
interest rate risk, price risk, credit risk and liquidity risk. Financial risks relate to the
following financial instruments: trade receivables and other, cash and cash equivalents,
trade and other payables and borrowings. The Company may use derivative financial in-
struments on an ad hoc basis to hedge against the exposures arising from the individual
transactions significant to the Company as a whole.

Financial risks are managed by the Group’s Chief Financial Officer (CFO) and his team.

The CFO identifies, evaluates and mitigates financial risks in accordance with the objec-
tives set by the Chief Executive Officer.

2.1.1. FOREIGN EXCHANGE RISK

The Company operates internationally and enters into transactions in currencies (US
Dollar, Polish Zloty) other than the Company’s functional currency, being the Euro. The
major part of the Company’s financial assets and financial liabilities are however de-
nominated in Euro.

The Company concludes main part of financing, engineering, architectural and con-
struction contracts in Euro and in PLN. Leasing of the properties is Euro based and
eventual later disposal of assets or shares is usually expressed or negotiated in Euro.

In the above respect, the Company has over the past years issued significant amounts
of Polish bearer bonds (with an outstanding amount of 1,202.4 MPLN as of 31 December
2020). The Polish Zloty risk is by consequence mainly related to the mentioned PLN
bond issues, some local contracts and the sale of residential projects.

The Company mitigates its currency risk exposure by matching incoming and outgoing
flows per currency as much as possible.

As stated, main net foreign currency position which the Company holds at the reporting
date relates to the Polish bearer bonds in PLN for a (net) amount of 1,174.0 MPLN. A 10%
strengthening/weakening of the EUR against the PLN rate at 31 December 2020 would
resp. have increased/decreased the EBT by approx. 25.7 MEUR. This analysis assumes
that all other variables (e.g. interest rates) remain constant.

In addition, trade payables in PLN are outstanding for an amount of 102.9 MPLN. A
10% strengthening/weakening of the EUR against the PLN rate at 31 December 2020
would resp. have increased/decreased the equity by approx. 2.3 MEUR. This analysis
assumes that all other variables (e.g. interest rates) remain constant.

Despite those closely monitored initiatives and as a consequence of its international
activity, foreign exchange risks may still affect the Company’s financials and results.

2.1.2. INTEREST RATE RISK

The Company actively uses external and related party borrowings to finance its prop-
erty development projects. A property project’s external financing is usually in the form
of a bank loan denominated in Euro or PLN (see Note 14). Since Ghelamco Invest Sp.
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Z 0.0. is issuing bearer bonds (of which 1,202.4 MPLN outstanding per balance sheet
date), Polish projects can also be partly financed through the proceeds of these bonds.

Except for some ad-hoc interest hedging in the past, the Company did not enter into sig-
nificant external interest rate hedging transactions to eliminate exposure arising from the
long-term investment loans over the last 5 years. The Company’s management closely
monitors the short-term floating rate borrowings and medium term fixed interest rates.

The financing structure reflects major project development phases (acquisition of land,
development and holding of the properties) as follows and usually structured within the
involved project entity:

» Land acquisition loans (usually provided for a term of two years). The interest is

payable at market floating rates (from 1 up to 6 months) increased by a margin.

« Construction loans provided until completion of construction and obtaining of the
exploitation permit (usually for a term of about two years). The interest is payable
at market floating rates (from 1 up to 6 months) increased by a margin. The land
acquisition loan is at this stage integrated in the development loan.

Once the property is completed, leased and meets all ongoing covenants, the de-
velopment loan can be turned into an investment loan usually provided for a period
of five years beginning from the signing of the investment loan agreement and
repayable upon sale or refinancing of the property. The banks are usually willing to
increase development loans up to an amount that reflects 65% to 75% of the prop-
erty‘s market value, once all ongoing covenants are met. The interest is usually
a mix of floating and fixed rates. In addition, the capital is reimbursed at a level
between 4% and 7% per annum (on average), payable on a quarterly, half-yearly or
yearly base together with the accrued interest.

For the Polish projects: 1,202.4 MPLN proceeds from bond issues with a term of 3.5
to 5 years and bearing an interest of Wibor 6 months + 3.6%-5% or a fixed interest
at 5.5%-6.1%; proceeds of which can be used over the resp. project development
stages.

The Company actively uses intra-group borrowings provided by the Ghelamco Group
Financing Vehicles acting as financial intermediaries (mainly Milovat at 31 December
2020) to finance the property development projects in Poland. These related party (EUR)
loans bear interest at market floating interest rates.

For sensitivity analysis, reference is made to disclosure 14 on interest-bearing loans and
borrowings.

2.1.3. OPERATIONAL RISK (PRICE RISK IN FIRST INSTANCE)

Price risk

Raw materials, supplies, labour and other costs directly related to the construction pro-
jects constitute a major part of the property development assets capitalized in the ac-
counts of the Company’s project companies.

Although construction prices may substantially vary during each accounting year, the
Company succeeds in reducing its operational risk by either entering into fixed price
contracts or into open book contracts with related and unrelated companies.

Property projects are usually realized in cooperation with parties related to the Company
(see Note 28.2).
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Market research
Before starting an investment, the Company’s management teams have performed their
market research, comprising the following:

« status of the project’s current zoning (and in the forthcoming case timing for nec-

essary rezoning)

« attitude of the local government towards a particular project

« are comparable projects being launched (timing and location)

« type of potential buyers/tenants - reasonable delivery date of the project

« projected sale/lease prices at the date of delivery

« yield expectations at that time

« time frame to achieve 50%-60% leasing level

Permit risk

A detailed advance study of the existing master plan or zoning plans substantial-
ly reduces the risks on obtaining building permits. On this issue, it is the Ghelamco
Group’s policy to closely monitor new construction regulations or esthetical preferences
of the city authorities. One should of course differentiate between the type of projects,
their location and specific country principles.

Construction risk

Construction risks are monitored by Ghelamco Group in-house engineers. They define
the construction cost as from the date of the feasibility study and take full responsibility
for material discrepancies. Therefore, fine-tuning of budgets, choice of materials, con-
struction techniques and construction prices is a constant process within Ghelamco
Group. This avoids cost overruns and delivery delays.

The Company also maintains full control over the building site coordination of (sub)
contractors through its team of site managers.

Engineering risk
The Company has to remain in control for the design, layout and structural or finishing

elements of the building. Any change in engineering automatically leads to cost increas-
es or decreases.

Financing risk
The Company relies since years on framework agreements with the majority of its banking

partners. The parameters of the framework can vary due to economic circumstances, but
the framework remains workable as a whole. Before starting up the construction works (or
contracting with subcontractors), the Company expects to have received already a (hon-)
binding term sheet from its banking relations.

The Company has in addition been able to call upon alternative financing through the issue
of bearer bonds (1.202,4 MPLN total outstanding as of 31 December 2020, see infra).

Commercial risk

Certain major projects require (internal) pre-lease levels, depending on different param-
eters, mostly triggered by the project’s (large) scale, changed market circumstances or
project type. Smaller projects are started up without pre-leases. This set-up immedi-
ately triggers the intense involvement of both the internal commercial departments and
the external brokers. So far, the Company’s track record shows a significant leasing
level (of already 50% or more) before the end of construction works.

Investment market risk
Each developer or investment fund is influenced by the currently applicable yield ex-
pectations. Therefore, good project timing is essential. While securing the construction
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financing, the Company also negotiates a binding transition from construction loan into
investment loan. This allows us to keep the property in portfolio and to wait for attractive
offers of investors.

2.1.4 CREDIT RISK

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
the Company’s receivable from customers.

The carrying amounts of financial assets and contract assets represent the maximum
credit exposure.

Some limited credit risk may arise from credit exposures with respect to rental custom-
ers/ tenants (mostly renowned international companies) and outstanding balances with
related parties. Outstanding non-current loans receivable, current loans receivable and
interests receivable are mainly towards related parties, which are under control of the
Ghelamco Consortium and/or the ultimate beneficial owners.

The credit risks on residential buyers are limited by the conditions in the notary deeds.

Trade receivables and contract assets:

The Company’s exposure to credit risk is influenced mainly by individual characteristics
of each customer. However, management also considers the factors that may influence
the credit risk of its customer base, including the default risk associated with the indus-
try and country in which customers operate.

The Company’s entities are setting credit limits based on financial information (amongst
others external ratings, if they are available, financial statements, credit agency informa-
tion, industry information and in some cases bank references) and business knowledge,
which are duly approved by management.

The Company limits its exposure to credit risk from trade receivables by establishing a
maximum payment period of one to three months for its customers.

The Company assumes that the credit risk on a financial asset has increased signifi-
cantly if it is more than 90 days past due.

The Company considers a financial asset to be default when:
 The debtor is unlikely to pay its credit obligation to the Company in full, without
recourse by the Company to actions such as realising security (if any is held); or
* The financial asset is more than 120 days past due.

Given the nature and specific characteristics of the Company’s business, no concen-
trations of credit risks are to be mentioned. No significant allowances for non-payment

were necessary in the current or previous year.

For further analysis, reference is made to note 9.
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2.1.5 LIQUIDITY RISK

Prudent liquidity risk management implies maintaining sufficient cash, the availability of
funding through an adequate amount of committed credit facilities and the ability to meet
the Company’s liquidity needs. Due to the dynamic nature of the underlying business
activities, the Company actively uses external and related party funds to ensure that ad-
equate resources are available to finance the Company’s capital needs. The Company’s
liquidity position is monitored by management, based on 12 months rolling forecasts.

The maturity analysis for financial liabilities that shows the remaining contractual maturi-
ties is presented in Note 14.

We also refer to note 11 and note 14.1 where the available financing is described.

2.1.6 ECONOMIC RISK

The Company’s projects are operated through subsidiaries located and operated in
Poland, held through a Cypriot holding structure. As a result, the operation of these
projects and the upstreaming of related revenues are subject to certain inherent risks to
these countries which may include, but are not limited to unfavourable political, regula-
tory and tax conditions.

2.1.7 RISK RELATED TO A CRISIS RESULTING FROM THE COVID-19 PANDEMIC

The management of the Covid-19 global pandemic has led and could in the future lead
to economic activities being shut down as well as lockdowns imposed by the govern-
ment. The crisis may accelerate evolutions in the use and need of residential, office and
commercial real estate.

The potential impact on Ghelamco’s business is assessed as follows:

* The interruption or slow-down of work on construction sites of resp. projects:
Ghelamco’s management has adopted stringent health and safety measures on its
construction sites. The constant monitoring of these measures has to date ensured
that the anticipated and contractual delivery dates of the current projects (mainly
the Warsaw HUB, Warsaw UNIT, Foksal 13/15 and Flisac) to Ghelamco’s tenants or
owners (for Flisac and Foksal 13/15) are maintained.

Lower demand for office spaces and/or changed expectations from tenants re-
garding working environment: Ghelamco is aware that the crisis may accelerate
evolutions in the use and need of real estate. In this respect, it is expected that in
the offering of office space, strong attention should be paid to flexibility (combi-
nation with teleworking), social distancing, and health (ventilation, air-conditioning
with air exhaust ...). Ghelamco has always focused on R&D and innovation in order
to ensure the realization of qualitative projects, to comply with the constant evolu-
tion in expectations or needs as to comfort, health, flexibility, safety, ...

Ghelamco has introduced the co-working concept providing great flexibility to
clients in terms of needed office space, meeting rooms, duration of lease con-
tract, related services and equipment. Furthermore, significant parts of develop-
ment projects which are currently under construction or in the pipeline are already
pre-let (HUB approx. 85%, Warsaw UNIT approx. 45%).

Ghelamco’s management is confident that high quality real estate remains
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attractive to tenants and investors.

« Financial difficulties of tenants with affected business, which could have an impact
on the Company’s income and cash flow: Ghelamco’s tenants are mainly reputable
and credit-worthy national and international parties. There have been no signifi-
cant lease terminations nor rent concessions granted to tenants and no important
rent arrears were noted to date. Also, Ghelamco’s income from tenants is as of 31
December 2020 only representing 35% of revenue.

« Valuation of investment properties and property development inventories:

-Investment properties: Net positive fair value adjustments have been recog-
nized on the Company’s portfolio. The main fair value adjustments have been
recognized on the HUB (+90,229 KEUR), Unique (+27,142 KEUR), the Warsaw
UNIT (+8,940 KEUR), The Bridge (former Bellona Tower) (+7,894 KEUR), Abisal
(+5,074 KEUR) and Woloska 24 (+3,138 KEUR), as a result of the current peri-
od’s development and commercial efforts, slightly compensated by a negative
fair value adjustment (-3.1 MEUR) on other projects, a.o. reflecting the impact
of the COVID-19 crisis on the main valuation parameters (mainly yields).

-Property development inventories: construction works, the sale of residential
units and planned development in relation to property development inven-
tories have not been significantly impacted by Covid-19. Based on manage-
ment’s review, no impairment adjustments have been required to reduce the
cost of property development inventories to its net realizable value as of 31
December 2020.

» Permits: The necessary administrative permits have been difficult to obtain during
2020 due to restrictions on the operation of many authorities caused by the COVID-
19 pandemic. The risks concerned are mitigated to the extent possible by ongoing
open discussions with the involved parties.

Less easy access to financing and/or increased interest rates required by banks
and financial markets, with a potential impact on liquidity: The availability of credit
facilities during 2020 has significantly decreased, with banks tightening cred-
it-granting criteria in response to highly volatile situation. The risks concerned are
mitigated to the extent possible by ongoing open discussions with the involved
parties. Still, Ghelamco currently has a sound spread of its financing sources, over
different types of facilities: bank loans, bonds and some other mezzanine financ-
ing. Short term bond repayment obligations amounting to 141.9 MPLN are mainly
covered through reservations of currently available funds and refinancing through
new bond issues in Q1 2021. Short-term bank loans mainly relate to VAT bridging
loans on the one hand and to loans which are covered through rental income and/or
residential sales proceeds on the other hand. As of 31 December 2020, the financ-
ing needs of Ghelamco in respect of the ongoing projects are sufficiently covered.
Given the sound project pipeline, management continues to closely monitor its lev-
erage and solvency ratios in accordance with its lender agreements, exploring the
most optimal financing of its purchase commitments and ongoing development
projects as well as timing of realization of projects. As of 31 December 2020, the
Company has been in compliance with its loan covenants.

Consolidated Financial Statements at 31 December 2020 (in KEUR)



3.

CRITICAL
ACCOUNTING
ESTIMATES AND
JUDGEMENTS

37 GRANBERO HOLDINGS LTD

2.2. CAPITAL RISK AND BALANCE SHEET STRUCTURE
MANAGEMENT

The Company’s objectives when managing capital are to safeguard its ability to contin-
ue as a going concern and to support the strategic growth plans of the Company.

The management’s focus is to a significant extent set on financial support of its expan-
sion plans. In order to maintain or optimize the balance sheet structure, the Company
may decide to issue bonds or similar financial instruments in the international financial
markets. Company management closely monitors solvency, liquidity, return on invested
capital and profitability levels during the year (at least at half-year and year-end) and at
different stages of the life cycle of the projects.

In the same respect, the Ghelamco European Property Fund was put in place end 2016.
This enables the Investment Holding to transfer delivered projects which will be kept
in portfolio for a longer period; and which for that purpose require different (long-term,
‘loan to value’, or even mezzanine (re-) financing).

The Company monitors capital/balance sheet structure primarily based on the solvency
ratio. This ratio is calculated as total equity divided by the balance sheet total. The sol-
vency ratios at 31 December 2020 and 2019 were as follows:

2020 2019
Equity 920,240 809,864
Total assets 1,734,117 1,430,270
Solvency ratio 53.1% 56.6%

The preparation of the financial statements requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts
of assets and liabilities, income and expenses.

The estimates and assumptions are based on historical experience and various other
factors that are considered reasonable under the circumstances, the results of which
form the basis of judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised if
the revision affects only that period, or in the period of revision and future periods if the
revision affects future periods.

In addition to the estimates already explained in the accounting policies, the estimates
and assumptions that might significantly affect the valuation of assets and liabilities are
outlined below.

Write-down of inventory
The risk of impairment arises from uncertainties typical to the real estate develop-
ment industry. The net realizable value is supported by feasibility studies based on the
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expected development scenario or recent sales transactions.
No write-downs to net realizable value have been recognized on inventory items in 2020
and 2019.

Income taxes

The Company operates within a thoroughly regulated environment. Deferred tax is de-
termined based on each legal entity’s tax position and is reviewed on each balance
sheet date to take account of the impact of changes in the tax laws and the probability
of recovery.

Basic Company Income Tax levels (excluding tax exemptions or other incentives):
* Poland: 19% (to 15% if some conditions are met)
« Cyprus: 12.5%

The recognition of deferred tax assets is based on the estimated available future taxable
profit against which deductible temporary differences and tax losses carried forward
can be utilised. The available future taxable profit is derived from a business plan that
includes different ongoing projects. We refer to note 17.

Fair value estimation
The carrying value less impairment write down of trade receivables and payables are
assumed to reflect their fair values.

The fair value of financial liabilities for disclosure purposes is estimated by discounting
the future contractual cash flows at the current market interest rate that is available to
the Company for similar financial instruments.

In conformity with IFRS 9 and to the extent applicable, all derivatives are recognized at
fair value in the balance sheet.

With respect to the determination of fair value of IP(UC), we refer to section 1.9 above
and section 2.1.6.
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Granbero Holdings Ltd. Subsidiaries and equity accounted investees included in these

IFRS consolidated financial statements are as follows:

4.
LIST OF
SUBSIDIARIES
Entity description Country 31/12/2020 31/12/2019 Remarks
% voting rights % voting rights
GRANBERO HOLDINGS Ltd.
Apollo Invest Sp. z 0.0 PL 100 100
Prima Bud Sp. z 0.0. PL 70 70
Ghelamco Invest Sp. z 0.0 PL 100 100
Ghelamco GP 1 Sp. z 0.0 PL 100 100
Ghelamco GP 1 Sp. z 0.0. Konstancin SKA PL 100 100
Ghelamco GP 1 Sp. z 0.0. Port Zerariski SKA PL 100 100
Ghelamco GP 8 Sp. z 0.0. Dahlia SKA PL 100 100
Tilia BIS Sp. z 0.0 (former Ghelamco GP 1 SP. z 0.0. Tilia SKA) PL 100 100
Innovation Bud Bis Sp. z 0.0. (former Innovation SKA) PL 100 100
Sobieski Towers Sp. z 0.0. (formerly Ghelamco GP 9 Sp. z 0.0. Sobieski
Towers Sp.k.) PL 100 100
Ollay Sp. z 0.0. Market SKA PL 100 100
Erato Sp. z 0.0. (former Ghelamco GP 1_Sp. z 0.0. Erato SKA) PL 100 100
Oaken Sp.z 0.0. Pattina SKA PL 100 100
Ghelamco GP 1 Sp. z 0.0. Unique SKA PL 70 70
Octon Sp.z.0.0. PIB SKA PL 100 100
Ghelamco GP 1 Sp. 7 0.0. Vogla SKA PL 100 100
Ghelamco GP 5 Sp. z 0.0. (former Fusion Invest Sp. z 0.0) PL 100 100
Ghelamco GP 11 Sp. z 0.0. the HUB SKA (former Ghelamco GP 5 Sp. z.0.0.
Sienna Towers SKA) PL 100 100
Ghelamco GP 4 Sp. z 0.0. SBP SKA PL 100 100
Ghelamco GP 5 Sp. 7 0.0. Foksal SKA PL 100 100
Ghelamco GP 3 Sp. z 0.0. (former Belle Invest Sp. 7 0.0) PL 100 100
Ghelamco GP 7 Sp. z 0.0. (former Power Invest Sp. 7 0.0) PL 100 100
Ghelamco GP 7 Sp. z 0.0. Postepu SKA PL 100 100
Ghelamco GP 2 Sp z 0.0 PL 100 100
Ghelamco GP 4 Sp. z 0.0. (former Betula Invest Sp. z 0.0) PL 100 100
Ghelamco GP 2 Sp. 7 0.0. M12 SKA PL 100 100
Ghelamco GP 6 Sp. z 0.0. (former Opportunity Invest Sp. z 0.0) PL 100 100
Ghelamco GP 6 Sp. z0.0. HQ SKA PL 100 100
Ghelamco GP 9 Sp. 7 0.0. Isola SKA PL 100 100
Ghelamco GP 8 Sp.z 0.0. PL 100 100
Ghelamco GP 2 Sp. z 0.0. Sigma SKA PL 100 100
Ghelamco Garden Station Sp.z 0.0. PL 99 99
Creditero Holdings Ltd. CY 100 100
Ghelamco Gdanska Pl Sp. z 0.0. PL 100 100
Ghelamco PL Management Sp.z 0.0. (former Warsaw Spire Management
Sp.z0.0.) PL 0 100 4.4
Ghelamco GP 10 SP. z 0.0. (former Chopin Project sp. z 0.0.) PL 100 100
Ghelamco GP 2 Sp. z 0.0. Synergy SKA PL 100 100
Ghelamco GP 5 Sp. z.0.0. Canna SKA PL 100 100
Ghelamco GP 10 Sp. z.0.0. Azira SKA PL 100 100
Laboka Holdings Ltd CY 100 100
Esperola Ltd cY 100 100
Woronicza Sp. z 0.0. Sp k PL 100 100
Milovat Ltd cY 100 100
P22 L6dz Sp. z 0.0. PL 50 50 *
Ghelamco GP 1 Sp. 7 0.0. Azalia SKA PL 70 70
Estima Sp.zo0.0. PL 70 70
Laboka Poland Sp. z 0.0. PL 100 100
Kemberton Sp. z 0.0. PL 100 0 41
Abisal Sp. z 0.0. PL 51 0 41

(*) Held in a 50/50 joint venture structure and for that included in the financial statements under the equity method
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Real estate acquisitions and disposals (including plots of land) often involve the transfer
of a company that holds the property and/or real estate activities.

Most subsidiaries (except for the Holding, sub-holding(s) and Financing Vehicle) are
such special purpose real estate entities created to structure real estate transactions
(acquisition of land and real estate development activities).

The summary of incorporations, acquisitions and disposals of subsidiaries (and other
business units) realized by the Company during the year ended on 31 December 2020 is
presented below. The acquisitions and disposals of real estate subsidiaries are treated
in accordance with the accounting policy as described in section 1.5.2 and 1.5.3.

4.1. ACQUISITIONS AND INCORPORATIONS OF SUBSIDIARIES

During 2020 the Company acquired 100% of the shares of Kemberton Sp. z o.0., and
this way obtained a position in a real estate property, in view of the re-development of
the property.

Also, in November 2020, the Company acquired 50% (plus one) of the shares of Abisal
Sp. z 0.0. in a cooperation with an external partner. Subsequently, this company has
(indirectly) acquired the rights on a plot in Warsaw for the development of a commercial
project of approx. 42,000 sgm lettable office and retail space. The transaction was
based on an underlying property value of approx. 22,5 MEUR.

In the course of 2020 also some other, new SPV’s have been acquired or incorporated
and are (directly or indirectly) held for 100% by the Company. All have in addition been
acquired or incorporated for (directly or indirectly) holding future real estate develop-

ments. These transactions have had limited to no impact on the Company’s 2020 con-
solidated financial statements.

4.2. DISPOSAL OF SUBSIDIARIES

During 2020 no subsidiaries have been sold.

4.3. MERGERS, DE-MERGERS AND LIQUIDATIONS OF
SUBSIDIARIES

In 2020, there have been no mergers or liquidations of subsidiaries.

4.4. TRANSFER OF SUBSIDIARIES

On 23 January 2020, 100% of the shares of Ghelamco PL Management Sp. z 0.0., have
been sold to Hanseta Holdings Limited, related party of the Company. The share price
amounted 1,000 PLN. The transaction resulted in a gain of 658 KEUR in the Company’s
2020 consolidated financial statements.
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For the remainder, no other (share) transactions with related parties took place in 2020.

5.1. INVESTMENT HOLDING AS PER 31 DECEMBER 2020

5.
GROUP
STRUCTURE

Paul Ria Paul Ria
Gheysens Vandoorne Gheysens Vandoorne
50% 50% 79.7% 20.3%
I I
Opusl Terrae BV STAK Pater BV
Working partner NL
BEL
0.03% 99.97%

Ghelamco Group Comm. VA

and investment | and investment
|

Holding Company
BEL
99% 100% 48% 100%
Ghelamco Granbero ) Milovat Peridot Salamanca Capital
Invest NV Holdings 100% Ltd S.L Services Ltd
BEL CYP CYP ESP CYP

1 Belgian/French/UK | Polish real , H Financial Services 1
\real estate development; | estate development | R
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5.2. POLISH REAL ESTATE DEVELOPMENT AND INVESTMENT
AS PER 31 DECEMBER 2020

GRANBERO HOLDINGS LTD

CYP
100% Milovat Ltd - CYP 100%  Creditero Holdings - CYP 100% Laboka Holdings Ltd - CYP
100%  Ghelamco Invest Spzoo - POL 100% Esperola Ltd - CYP
70% PrimaBud Sp. z.0.0. - POL — | 51% P22 L4dz Sp. z.0.0. - POL? |
100%  Apollo Invest Sp. z.0.0. - POL 100% Ghelamco GP 5 Sp. z.0.0. - POL
100% Innovation Bud Bis Sp. z.0.0. - POL 100%  Ghelamco GP 3 Sp. z.0.0. - POL )
100%  Oscroft Sp. 2.0.0. - POL 100% _ Ghelamco GP 4 Sp. 2.0, - POL 128:; 822';:;‘;%? 185' Z'Z"g'op‘/’&;ie;ags}f' /f}f.?b-LPOU
100%  Orrin Sp. z.0.0. - POL 100%  Ghelamco GP 10 Sp. z.0.0. - POL 1000/" Ghelamao GP 1 Spl zlolol Beta S KA . POL
100% Oaken Sp. z.0.0. - POL 100%  Ghelamco GP 7 Sp. z.0.0. - POL 1000; Ghelameo GP 1 Spl zlo'ol Vo Iaé KA poL
70% Pianissima Sp. 2.0.0. - POL 100% Ghelamco GP 2 Sp. 2.0.0. - POL 0 ou/o Chames 5 10 g o A‘iira KA POt
100% Woronicza Sp. z.0.0. - POL 100%  Ghelamco GP 6 Sp. z.0.0. - POL 1000/" Tiia Bis S0, 0.0 -pllDOlL' : TR
100% Qanta Sp. z.0.0. - POL 100%  Ghelamco GP 8 Sp. z.0.0. - POL 1000/" GhelamcopIGF; 9 S 200, 1502 SKA. - POL®
100% Erato Sp. z.0.0. - POL 100% Ghelamco GP 9 Sp. z.0.0. - POL 1000/“ Ghelamco GP 4 Spl zlolol SBP S AK lA - POL
100% Ghelamco GP 1 Sp. z.0.0. - POL 100%  Ghelamco GP 11 Sp. z.0.0. - POL ] U° a o Spl S : S e o
100% _ Ghelamco GP 2 Sp. 2.0.0. M12 SKA. - POLZ 1 1100% Orston Sp. 200, - POL 00% _Ghelamco GP 7 Sp. 20.0. Postepu SK.A. - POL
100%  Ghelamco GP 16 Sp. 2.0.0. 100% Ghelamco GP 2 Sp. z.0.0. Syqergy S.K.A. -POL?
100% _ Laboka Poland Sp. 20,0, - POL 100%  Ghelamco GP 2 Sp. z.0.0. Zafina S.K.A. - POL?
100% Ghelamco GP 8 Sp. z.0.0. Dahlia S.K.A. - POL®
100% Ghelamco GP 17 Sp. z.0.0. Hotel S.K.A. - POL”
100% Ollay Sp. z.0.0. Market S.K.A. - POL 100% MeetDistrict Sp. z.0.0. - POL
100% Ghelamco GP 5 Sp. z.0.0. Canna S.K.A. - POL®
= P22 16dz Sp. z.0.0. Sp.k. - POL 100% Ghelamco GP 11 Sp. z.0.0. Epona S.K.A. - POL™

70%  Ghelamco GP 1 Sp. z.0.0. Unique S.K.A. - POL
100%  Ghelamco GP 1 Sp. z.0.0. Konstancin S.K.A. - POL'

70% Ghelamco GP 1 Sp. z.0.0. Tarima S.K.A. - POL'
100% Ghelamco GP 5 Sp. z.0.0. Foksal S.K.A. - POL®
[ 100% Ghelamco GP 2 Sp. z.0.0. Sigma S.K.A. - POL?
100% Ghelamco GP 2 Sp. z.0.0. Eurema S.K.A. - POL?
100%  Octon Sp. 2.0.0. - POL r- | 100% _Ghelamco GP 6 Sp. z.0.0. HQ S.K.A. - POL®
100% Ollay Sp. z.0.0. - POL 100% Ghelamco GP 11 Sp. z.0.0. the HUB S.K.A. - POL"

70% Estima Sp. z.0.0. - POL
100% Ghelamco GP 10 Sp. z.0.0. NCL B1 SKA - POL
100% Ghelamco GP 10 Sp. z.0.0. NCL B2 SKA - POL
100% Ghelamco GP 10 Sp. z.0.0. NCL B3 SKA - POL
100% Ghelamco GP 10 Sp. z.0.0. Arifa SKA - POL
100%  Sobieski Towers Sp. z.0.0. - POL

99% Ghelamco PL 17 spzoo w organizacji

99%  Ghelamco PL 18 spzoo w organizacii

99%  Ghelamco PL 19 spzoo w organizacji
100% Kemberton Sp. z.0.0. - POL

51%  Abisal Sp. z.0.0. - POL

100% Oaken Sp. z.0.0. Pattina S.K.A. - POL

~— 1100% Octon Sp. z.0.0. PIBS.K.A. - POL

100% Headland Holdings Polska Sp. z.0.0. - POL

47%

100% NCL Hotel Sp. z.0.0. - POL

LAND S.A. - POL

— | 100% Ghelamco Gdanska PI Sp. z.0.0. - POL

L~ | 99% Ghelamco Garden Station Sp. z.0.0. - POL

' remaining participation at general partner Ghelamco GP 1 Spzoo, @ remaining participation at general partner Ghelamco GP 2 Spzoo,

© remaining participation at general partner Ghelamco GP 3 Spzoo, “ remaining participation at general partner Ghelamco GP 4 Spzoo,

© remaining participation at general partner Ghelamco GP 5 Spzoo, © remaining participation at general partner Ghelamco GP 6 Spzoo,

() remaining participation at general partner Ghelamco GP 7 Spzoo, ® remaining participation at general partner Ghelamco GP 8 Spzoo,

© remaining participation at general partner Ghelamco GP 9 Spzoo, " remaining participation at general partner Ghelamco GP 10 Spzoo,

(1 remaining participation at general partner Ghelamco GP 11 Spzoo, (? remaining participation at Budomal Estate (not a Ghelamco company)
(7 remaining participation at general partner Ghelamco GP 17 Spzoo
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The Company’s current strategy is to keep commercial property for rental purposes
while residential properties are dedicated for sale.

6. Plots of land held, for which the management determines that the plot will be used
INVESTMENT in a project generating rental income, are classified as Investment Properties on 31
PROPERTY December 2020 and 31 December 2019.
Investment Properties are stated at fair value determined either by independent ap-
praisers or by management and are classified in four categories:
A. Land without pre-permit approval, held for capital appreciation or undetermined
use (fair value usually based on comparative method);
B. Land with pre-permit approval held for development and investment (fair value
based on the potential of constructing leasable sqm);
C. Land + Construction ongoing (fair value based on the residual method);
D. Completed Projects held for investment (fair value based on income/yield/DCF
method).
SPV Commercial Name Valuation Cat 31/12/2020 31/12/2019
KEUR KEUR
POLAND
Apollo Invest The Warsaw UNIT Savills C 181,094 108,651
Postepu SKA Postepu Business Park KNF B 7,090 7,190
HUB SKA The HUB KNF c/D 526,798 373,170
Sobieski SKA Sobieski Tower BNP B 35,095 34,447
Market SKA Mszczonow Logistics Man A 2,770 2,832
SBP SKA Synergy Business Park Wroclaw JLL B 23,459 25,782
Isola SKA The Bridge (Former Bellona Tower) BNP D/A 40,700 32,143
Sigma SKA Wola project (former Chopin + Stixx) Savills B/D 46,510 44,335
Vogla SKA Plac Vogla Savills D/A 15,700 16,200
Dahlia SKA Woloska 24 KNF D 56,080 57,890
Synergy SKA Craft (Katowice) JLL A 3,600 3,900
Azira SKA Nowe Soho (Lodz) BNP 9 27,199 27,891
Estima SKA Kreo (Wadowicka Krakow) BNP C 10,272 9,121
Prima Bud Spzoo Lomianki Man C/D 4,523 0
Abisal Spzoo Abisal Cresa A 25,000 0
Unique SKA Pl. Grzybowski KNF B 35,788 0
Right of use asset Man n/a 19,977 20,677
TOTAL 1,061,655 764,229

43 GRANBERO HOLDINGS LTD

Legend: KNF = Knight Frank, JLL = Jones Lang Lasalle, ASB = Asbud, Cresa = Cresa, BNP = BNP Paribas real estate, Savills = Savills,
Man = Management valuation
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Balance at 31 December 2018

566,636

Acquisition of properties

Subsequent expenditure 144,134
Transfers
- Assets classified as held for sale
« Other transfers
Adjustment to fair value through P/L 93,447
Disposals -64,386
Effect of movements in exchange rates 3,721
other 20,677
Balance at 31 December 2019 764,229
Acquisition of properties 19,926
Subsequent expenditure 166,053
Transfers
« Assets classified as held for sale
- Other transfers 16,435
Adjustment to fair value through P/L 139,329
Disposals -6,378
Effect of movements in exchange rates -37,239
other -700
Balance at 31 December 2020 1,061,655
Categories A B C D Total
Balance at 1 January 2019 31,547 129,128 269,053 136,908 566,636
Acquisition of properties 0
Subsequent expenditure (*) 2,128 2,448 142,313 966 147,855
Transfers 0
- Assets classified as held for sale 0
« Other transfers -21,419 21,419 0
Adjustment to fair value 5,200 1,597 86,048 602 93,447
Disposals -64,386 -64,386
Other 0
Balance at 31 December 2019 38,875 111,754 518,833 74,090 743,552
Right of use asset 20,677
764,229
Acquisition of properties 19,926 19,926
Subsequent expenditure (*) 1,188 2,124 128,856 -3,354 128,814
Transfers 0
« Assets classified as held for sale 0
- Other transfers 8,092 8,343 16,435
Adjustment to fair value 12,081 25,972 97,674 3,602 139,329
Disposals -6,378 -6,378
Other 0
Balance at 31 December 2020 72,070 147,942 745,363 76,303 1,041,678
Right of use asset 19,977
1,061,655
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(*) in this detailed overview net of CTAs (and other)

In December 2020, a 2,300 sgm unit (approx. 45% of the total available space) in the
Lomianki retail project has been sold to a food retailer at a sales price of 4.3 MEUR. On
the transaction, a gain on disposal has been realized of 325 KEUR.

On the other hand, part of the project plot of Woloska 24 has been expropriated by the
City of Warsaw. This expropriation did however not have an impact on the fair value of

the project.

In connection with the progress in their resp. development processes, the Lomianki
retail project and the Pl. Grzybowski project have been transferred from property
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development inventories to investment property. The Lomianki project is a shopping
center of approx. 5,500 sgm with 153 above ground parking spots for which the con-
struction works have been finalized in the course year and which has been delivered to
the resp. tenants.

Also, in November 2020, the Company acquired 50% (plus one) of the shares of Abisal
Sp. z 0.0. in a cooperation with an external partner, this way obtaining control over the
company and the future project. Subsequently, this company has (indirectly) acquired
the rights on a plot in Warsaw for the development of a commercial project of approx.
42,000 sgm lettable office and retail space.

Main expenditures of the year have been incurred on the Warsaw HUB and the Warsaw
Unit.

For the right of use balance, which was recognized for the first-time in 2019 in connec-
tion with the adoption of IFRS 16, reference is made to note 16.

Amounts that have been recognized in the Income Statement include the following:

KEUR 2020 2019

Rental Income 10,757 8,178

The rental income for 2020 relates to the rent from commercial projects (mainly The
Warsaw HUB, Woloska 24 and Plac Vogla). The increase compared to last year is mainly
connected to the delivery of the leased areas in the The Warsaw HUB project in Q4 2020
to its respective tenants.

FAIR VALUE HIERARCHY

The independent valuers provide the fair value of the Company’s investment property
portfolio every six months in their resp. valuation reports. The fair value measurement for
all of the Investment Property (Under Construction), valued by the independent valuers,
is categorized as a level 3 fair value based on the inputs to the valuation technique used.

VALUATION TECHNIQUES

Income approach method:

The valuation model converts the future amounts (e.g. cash flows of income and ex-
penses) to a single current (i.e. discounted) amount, reflecting current market expecta-
tions about those future amounts. The yield / capitalisation method and the discounted
cash flow (DCF) method are the most commonly used valuation techniques within the
income approach category.

Yield method or capitalisation model:

The valuation model determines the value based on the expected net operating income
of the property for a stabilised year and a yield which reflects a risk free rate of invest-
ment, a market risk and non-market or unsystematic risk factors which are factors as-
sociated with the individual asset.
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DCF method:

The valuation model considers the present value of net cash flows to be generated from
the property, taking into account the expected rental growth rate, voids periods, oc-
cupancy rate, lease incentives costs such as rent-free periods and other costs paid by
tenants. The expected net cash flows are discounted using risk adjusted discount rates.
Among other factors, the discount rate estimation considers the quality of a building
and its location, tenant credit quality and lease terms.

Residual valuation method:

The residual valuation method is based on the concept that the value of a property with
development potential is derived from the value of the delivered property minus the cost
of undertaking that development, including a profit for the developer.

In some cases, a single valuation technique will be appropriate, whereas in others mul-
tiple valuation techniques could be appropriate.

Main part of Polish IP(UC) relates to office projects (with often retail space on the ground

floor), which are valued based on the residual method (for IPUC) and income approach/
yield/DCF method (for delivered projects).

SIGNIFICANT ASSUMPTIONS

The average yields (or capitalization rates) used in the expert valuations on 31 December
2020 are as follows:
-4.35% to 8.50% for Polish projects, depending on the location, specifics and nature
of the project (vs. 4.25% to 7.50% last year).

To arrive at the relevant capitalization rates (yields) the valuers have considered the
most recent investment transactions in the office and hotel segment in Warsaw as well
as the expectations of investors present in the Polish and international markets.

The average rent rates used in the expert valuations are as follows:
- 12.5 EUR/sgm/month to 23.0 EUR/sgm/month for office space (vs. 12.5 EUR to
23.0 EUR last year);
- 8.0 EUR/sgm/month to 55.0 EUR/sgm/month for retail space (vs. 8.30 EUR to 45.0
EUR last year), depending on the location, specifics and nature of the project; and
- 13.00 EUR/smg/month to 19.0 EUR/sgm/month for hotel space.

The above market rents for the resp. projects are determined by the valuers based on
their review of recently signed lease agreements in comparable projects in the same
market. For the office projects in Warsaw, it concerns modern office buildings with retail
part recently leased to domestic and international tenants on long-term leases. This
market rent analysis also takes into account the economic profile of the city, supply
and demand of comparable office buildings, existing as well as potential competition,
location within the city, unit size and specifications.

Other main assumptions and parameters which are considered are average applica-
ble vacancy rates and (re-letting) void periods and incentives offered by landlords to
tenants (like fit-out budgets and rent-free periods). Average rent-free period on the
Warsaw office market is currently 1.5 months/year (for 5-year lease agreements).
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SENSITIVITY ANALYSIS

On 31 December 2020, the Company has a number of income producing investment
property in portfolio which are valued at 603,101 KEUR (The Warsaw HUB, Woloska
24, Wilanow Retail and Lomianki). An increase/decrease of 100 basis points in the
yield, with all other variables held constant, decreases/increases the value by approx.
102,465 KEUR. The impact of the yield sensitivity on the value of the investment proper-
ty is mainly driven by the partly delivery of the Warsaw HUB in Q4 2020.

The investment properties (under construction) (category B and C) are valued using a
number of assumptions in terms of e.g. construction cost, expected rental values etc.
that are interlinked and for which a sensitivity analysis per variable would not make sense.

We also refer to note 1.9 for a description of the valuation process and methodology.

The Property Development Inventories amount to 78,375 KEUR on 31 December 2020
(vs 94,229 KEUR as per 31 December 2019).

Carrying value (at cost) at
31 December 2020 - KEUR

Carrying value (at cost) at
31 December 2019 - KEUR

POLISH PROJECTS

GROEN/Konstancin 6,053 5,656
Foksal 13/15 23,484 36,234
Port Zeranski 3,662 3,679
Erato (Danilowiczkowska 3,472 3,627
Pattina Invest - Piasecno 3,161 2,962
P.I.B. Sp. z 0.0. (Gora Kalwania) 3,180 3,017
Innovation Bud Bis (former Signal) 21 23
Unique SKA (PI Grzybowski) - 8,228
Garden Station SP. z 0.0. 1,343 1,372
Tillia — Flisac 21,017 11,798
Prima Bud - Lomianki - 8,424
Kemberton 4,824 5,932
Abisal 2,638 -
Isola — residential part 1,467

Azalia 162

ROU - Property Development Inventories 2,968 3,293
Other 923 84
TOTAL POLAND 78,375 94,229

The property development inventories decreased by 15,854 KEUR compared to prior
year. The main movements were related to:
- the Foksal 13/15 balance (-12,750 KEUR to 23,484 KEUR) in connection with the
delivery of the project and the related recognition of (sales and) cost of sales;

- the Flisac project (+9,219 KEUR to 21,017 KEUR) in connection with the progress

of the construction works;

- the acquisition of the Abisal plot (+2,638 KEUR) in a cooperation with a third party,
for the development of a commercial project of approx. 42,000 sgm lettable office
and retail space. Part of the plot is expected to be sold in the short-term, and is for

that presented in inventory;

- the transfer of the Lomianki and the Unique projects (16,996 KEUR in total) to

Investment Property;
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The remaining movement is explained by development activities on several ongoing
other projects. Reference is also made to note 6 and 16 for the updated right of use
balance (2,968 KEUR per 31 December 2020) in accordance with IFRS 16.

The carrying value of inventories has been supported by feasibility studies based on the
expected development scenario or recent sales transactions.

Further reference is also made to section 3.

For the right of use asset balance which was recognized in connection with the first-time
adoption of IFRS 16, reference is made to note 16.

Equity accounted investees amount to 0.1 KEUR and relate to the (50%) participating
interest in P22 Lédz Sp. z o0.0., which is connected to a plot for the future development
of an office project.

Main balance sheet and income statement captions for the entity are the following:

2020 P22 Lédz
Current assets 3,109

of which cash and cash equivalents 1
Non-current assets 0
Current liabilities 610

curr. fin. liab. (excl. trade and other payables and provisions) 606
Non-current liabilities 2,690

non-curr. fin. liab. (excl. trade and other pay. and provisions) 2,689
Revenue 7
Loss before income tax -17
Income tax expense (-) or income (+) -4
Loss of the year -21
2019 P22 Lédz
Current assets 3,279

of which cash and cash equivalents 107
Non-current assets 3
Current liabilities 655

curr. fin. liab. (excl. trade and other payables and provisions) 491
Non-current liabilities 2,812

non-curr. fin. liab. (excl. trade and other pay. and provisions) 2,812
Revenue 8
Loss before income tax -12
Income tax expense (-) or income (+) 4
Loss of the year -8

Consolidated Financial Statements at 31 December 2020 (in KEUR)



9.
NON-CURRENT
RECEIVABLES &
PREPAYMENTS
AND CURRENT
TRADE & OTHER
RECEIVABLES

49 GRANBERO HOLDINGS LTD

9.1. NON-CURRENT RECEIVABLES & PREPAYMENTS

Note 31/12/2020 31/12/2019
Non-current
Receivables from related parties 28.3 353,083 327,403
Trade and other receivables 12,231 5,074
Total non-current receivables and prepayments 365,314 332,477

NON-CURRENT RECEIVABLES FROM RELATED PARTIES

All non-current loans to related parties are granted for a term of 3 to 5 years.
Contractual interest rates on non-current receivables to related parties for 2020 were as
follows: Euribor/ Libor + margins in the range between 2% and 4%.

Further reference is made to Note 28.3.
Receivables from related parties mainly relate to loans receivable towards Peridot SL
(Spain), Salamanca Ltd (Cyprus) and Ghelamco Group Comm. VA, parent company of

the Company. These loans have been granted mainly for the financing of other projects
under the control of the ultimate beneficial owners.

NON-CURRENT TRADE AND OTHER RECEIVABLES

Non-current trade and other receivables as of 31 December 2020 mainly consist of:

- Master lease and rental guarantee retentions in connection with the disposal of
Marynarska 12/T-Mobile Office Park: 267 KEUR,;

- Capitalised rent free and agency fees at the level of Apollo Invest Spzoo, in connec-
tion with the leasing of the Warsaw Unit project: 1,321 KEUR,;

- Capitalised rent free and agency fees at the level of Dahlia SKA, in connection with
the leasing of the Woloska 24 project: 923 KEUR,;

- Capitalised rent free and agency fees at the level of The Hub SKA, in connection
with the leasing of the HUB project: 6,878 KEUR;

- Other loans receivable: 2,842 KEUR.

The carrying amounts of non-current receivables reflect their fair value determined

based on the future cash flows discounted at the prevailing rate for a similar instrument
for an issuer with a similar rating.

Consolidated Financial Statements at 31 December 2020 (in KEUR)



9.2. CURRENT TRADE & OTHER RECEIVABLES

Note 31/12/2020 31/12/2019
Current
Receivables from related parties 28.3 79 29
Receivables from third parties 7,774 2,704
Less: allowance doubtful debtors (bad debt provision) 0 0
Net trade receivables 7,853 2,733
Other receivables 3,912 4,930
Related party current accounts 28.3 116,263 110,125
VAT receivable 8,791 15,188
Prepayments 833 2,055
Interest receivable 47,799 36,547
Total current trade and other receivables 185,451 171,578
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CURRENT TRADE AND OTHER RECEIVABLE

The carrying amounts of trade and other receivables reflect their fair values determined
based on the future cash flows discounted at the prevailing rate for a similar instrument
of an issuer with a similar credit rating.

Trade receivables with related parties (and prepayments, see below) include invoices for
construction, engineering and other services as described in Note 27.3.

Outstanding balance on related party current accounts receivable (116,263 KEUR in
total) is mainly towards Ghelamco Group (111,761 KEUR), Tallink Investments (2,473
KEUR) and Ghelamco European Property Fund (2,028 KEUR) and relates to short-term
deposits of excess funds by the Company.

PREPAYMENTS
The current year prepayments fully relate to down payments for the ongoing construc-

tion works in the Kreo office project in Krakow, whereas prior year prepayments mainly
related to the residential Foksal and Flisac projects in Warsaw.

INTEREST RECEIVABLE

The interest receivable balance includes interests receivable from related parties for
an amount of 45,341 KEUR. The evolution compared to last year is attributable to the
significant level of outstanding related party receivable balances and the timing of col-
lection of outstanding interest receivables.

VAT RECEIVABLE

The outstanding balance as of 31 December 2020 relates to VAT receivables, mainly
on the following projects: the Warsaw UNIT, the Warsaw HUB, Woloska 24, Flisac, Plac
Vogla and Prochownia Lomianki.
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The SPVs involved may either apply to the tax authorities for an immediate cash refund
of the VAT receivables or may offset the VAT receivable against any VAT payables.

VAT receivables are the result of VAT paid on the development and construction
expenditures.

CREDIT RISK EXPOSURE AND IMPAIRMENT

Trade and other receivables disclosed above are classified as amortised costs items
and thus measured at amortized cost. The amounts presented in the balance sheet are,
to the extent applicable, after allowances for doubtful receivables.

The Company recognises loss allowances for ECLs on trade and other receivables, in
connection with the requirements of IFRS 9.

The maximum exposure to credit risk on the reporting date is the carrying amount of each
class of financial assets mentioned above. The Company does not hold any collateral as
security over these balances, as a large part of accounts receivable balances are with
related parties, controlled by the ultimate beneficial owners of the Ghelamco Group.

As of 31 December 2020 and 2019, trade and other receivables disclosed above do not
include significant amounts which are past due at the end of the reporting period and
against which the Company has not recognized an allowance for doubtful receivables,
as deemed necessary.

Based on the ECL analysis, the Company did not identify material impairment losses on
date of initial application or at year-end.

There are no outstanding balances related to the market value of derivatives as of
31/12/20 and 31/12/19.

Also refer to section 2.1.1 above.

31/12/2020 31/12/2019

Cash at banks and on hand 39,163 64,539

Cash at bank earns interest at floating rates based on daily bank deposit rates. Short-
term deposits may be made for various periods not more than three months, depending
on the Company’s immediate cash requirements, and earn interest at the respective
short-term deposit rates.

Cash is held with reputable banks. For that, the credit risk on cash balances is deemed low.
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31/12/2020 31/12/2018
Authorised capital 67 67
Share premiums 495,903 495,903
issued and fully paid 495,970 495,970

Authorised capital consists of 67,335 shares, fully paid.

At 31 December 2020, the Company’s direct shareholders are:

- Ghelamco Group Comm VA (Belgium) - 100%

12.1. DISTRIBUTION OF DIVIDENDS BY THE COMPANY

In the course of 2020 and 2019, no dividends have been declared or distributed.

12.2. NON-CONTROLLING INTERESTS

31/12/2020 31/12/2019
Balance at beginning of year 1A 7
Share of profit for the year 1,847
Acquistions/disposals 269 4
Balance at end of year 2127 1

The increase in the Non-Controlling Interests is mainly related to the acquisition of

Abisal in current year.

Reserves and retained earnings on the balance sheet date are as follows:

Cumulative translation reserve

Retained earnings

At 1 January 2019 877 229,043
Cumulative translation differences (CTA) 2,338

Dividend distribution to the ultimate shareholders

Change in the consolidation scope -122
Other 7
Profit for the year 81,740
At 31 December 2019 3,215 310,668
At 1 January 2020 3,215 310,668
Cumulative translation differences (CTA) 10,634

Dividend distribution to the ultimate shareholders

Change in the consolidation scope -337
Other 13
Profit for the year 97,950
At 31 December 2020 13,849 408,294
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31/12/2020 31/12/2019

Non-current
Bank borrowings - floating rate 141 363,122 231,601
Other borrowings - bonds 14.2 225,656 164,527
Other borrowings - other 14.3 18,364 8,444
Finance lease liabilities 16 21,304 21,792
628,446 426,364

Current

Bank borrowings - floating rate 141 13,805 13,016
Other borrowings - bonds 14.2 28,737 61,445
Other borrowings - other 14.3 36,013 14,522
Finance lease liabilities 16 1,641 2,185
80,196 91,168
TOTAL 708,642 517,532

14.1. BANK BORROWINGS (376,927 KEUR; OF WHICH
363,122 KEUR LONG TERM AND 13,805 KEUR
SHORT-TERM)

Bank borrowings

Balance at 1 January 2020 244,617
Repayment of bank borrowings -14,859
Proceeds from loans and borrowings 147169
Other 0
Balance at 31 December 2020 376,927

During the year, the Company obtained new secured bank loans expressed in EUR and
PLN and drew on existing credit facilities for a total amount of 147.2 MEUR, all Euribor
and Wibor based. On the other hand, reimbursements and refinancings have been done
for an amount of 14.9 MEUR, net of prolongation of a number of borrowings; bringing the
total outstanding amount of bank borrowings to 376.9 MEUR (compared to 244.6 MEUR
at 31/12/2019).

When securing debt finance for its (larger) projects, the Company always negotiates long-
term agreements with its banks. Under these agreements, the bank swaps land acquisi-
tion loans into development loans (additional approx. 2-4 year term) and swaps develop-
ment loans into investment loans (usually 5 years term) upon the fulfilment of pre-agreed
conditions.

Most banking partners of the Company have accepted the above as a “framework” for
past, current and future co-operation.

For the purpose of these financial statements, the Company treated its bank borrowings
(or the maturing part of it) as current when the swap date from “acquisition loan into devel-
opment loan” falls within the next accounting year (see Note 1.18 and 2.1.2.).

At 31 December 2020, the Company has bank loans available to be drawn for a total
amount of 114.4 MEUR, which is merely related to the construction and facility agree-
ment of 300.0 MEUR for the financing of the construction of the (mixed use office, hotel
and retail) Warsaw Hub project and the construction and facility agreement of 135.9
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MEUR for the financing of the construction of the Warsaw Unit project. The Warsaw Hub
financing agreement has in March 2020 been renewed and increased (from 221 MEUR
to 300 MEUR).

In the course of 2020, the remaining bank loan related to the Foksal residential project has
been fully reimbursed (-6,921 KEUR), in connection with current year’s sales.

With respect to the outstanding short-term borrowings, it is to be mentioned that, in the
course of 2021, part of remaining short-term debt will actually be reimbursed following
the contractual terms and part will be prolonged or refinanced (e.g. through a swap to
investment loan).

Summary of contractual maturities of bank borrowings, including interest payments.

31/12/2020 31/12/2019
<1y between >5y total <1y between >5y total
2and5y 2and5y

Land acquisition loans - - - - - - - 0
Construction loans 18,925 142,099 219,235 380,259 18,091 204,276 - 222,367
Investment loans 3,942 31,739 - 35,681 2,154 35,807 - 37,961
Total 22,866 173,839 219,235 415,941 20,245 240,083 0 260,328
Percentage 5% 42% 53% 100% 8% 92% 0% 100%

BANK BORROWINGS BY CURRENCY

Main part of external bank borrowings are Euro denominated except for some VAT fi-
nancing (PLN loans).

INTERESTS ON BANK BORROWINGS - INTEREST RATE RISK

Interests on land acquisition and development loans are considered as floating (al-
though the variable component of the interest formula is fixed for a period not super-
seding one year).

On 31 December 2020, the Company had two outstanding investment loans:

- Dahlia SKA: 33,246 KEUR loan granted by Deutsche Hypothekenbank, bearing an
Euribor 3M based (+1.50% margin) interest rate. The debt is serviced by the rental
income of the property (Woloska 24).

-Vogla SKA: 2,135 KEUR loan granted by Bank BGZ BNP Paribas, bearing an Euribor
1M based (+ 2.75% margin) interest rate. The debt is fully serviced by the rental
income of the property (Wilanow Retsail).

Depending on the project and the securities required by the bank, following margins on
floating rates are applicable in Poland: between 1.25% and 3.90%.

Average margin Land acquisition loan Construction loan Investment loan
2020 2019 2020 2019 2020 2019
Poland N/A N/A 2.95%-3.9% 2.6%-4.6% 1.50%-2.75% 1.50%-2.75%
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INTEREST SENSITIVITY ANALYSIS

An increase/decrease of 100 basis points in the (average) interest rates on the floating
rate bank debt at the reporting date, with all other variables remaining stable, would
have resulted in a 3,110 KEUR lower/higher profit before tax for 2020. This sensitivity
analysis excludes borrowing costs that have been capitalized.

14.2. OTHER BORROWINGS: BONDS (254,393 KEUR; OF
WHICH 225,656 KEUR LONG-TERM AND 28,737 KEUR

SHORT-TERM)
Bank borrowings Poland
Balance at 1 January 2020 225,972
Repayment of bank borrowings -58.357
Proceeds from loans and borrowings 106.156
Other -19,378
Balance at 31 December 2020 254,393

On 27 February 2020, the Polish financial supervision authority (KNF) approved
Ghelamco Invest Sp. z 0.0.’s new Base Prospectus in connection with its new Bonds
Issue Programme (number VIII) for an amount of max. 350,000 KPLN.

The Company has in the course of the current year (on 3 January, 10 January, 8 April,
16 July, 31 July, 12 August, 25 September, 30 September and 16 December 2020, via
Ghelamco Invest Sp. z 0.0.) within its pending programmes issued bonds (tranche PR,
PQ, PPO, PPP1, PPP2, PPR, PPP3, PPP4, PS, PPS and PT) for a total amount of 489,889
KPLN. These bonds have a term between of 3 and 4 years and bear an interest of Wibor
6 months with a margin between 4.30% and 5.0% or a fixed rate between 5.0% and
6.1%. The bonds series are secured by a guarantee granted by Granbero Holdings Ltd.

The proceeds of the above bond issues have been applied to redeem other/existing
outstanding bonds, to service the (interests on) the resp. bond programmes and for the
financing of the Company’s further investment projects within the Warsaw metropolitan
area, in Wroclaw or Katowice.

The Company has in the current period redeemed outstanding bonds (partly through
early redemption, partly on maturity date) for an amount of 269,307 KPLN.

The effect of the evolution in the PLN/EUR exchange rate on the net movement in out-
standing bonds amounts to 17.8 MEUR (negative).

Total bonds balance outstanding per balance sheet date (254,393 KEUR) represents the
amount of issue (1,202.4 MPLN) less capitalized issue costs, which are amortised over
the term of the bonds.

After year-end, on 2 February 2021, Ghelamco Invest Sp. z 0.0. enacted its new Bonds
Issue Programme (number IX) for an amount of max. 400,000 KPLN, allowing both
public offerings and private placements of bonds to finance investment projects. Bonds
series issued under this programme are secured by a guarantee granted by Granbero
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Holdings Ltd. Within this new programme, following bonds tranches have been issued:
-on 10 March 2021, an amount of 35,000 KPLN (series PU1). These bonds mature on
16 December 2024 and bear an interest of Wibor 6 months + 5.0%; and
- on 25 March 2021, an amount of 285,000 KPLN (series PU2). These bonds mature
on 16 December 2024 and bear an interest of Wibor 6 monhts + 5.0%.

In March 2021, a number of bonds series (PG, PK and PL) have been redeemed for a total
amount of 125,411 KPLN, through early redemption.

Summary of contractual maturities of bonds, including interest payments:

31/12/2020 31/12/2019
<1y between >5y total <1y between >5y total

2and5y 2and5y
Bonds 43,642 245139 0 288,782 75.911 178.979 0 254.890
Total 43,642 245,139 0 288,782 75.911 178.979 0 254.890
Percentage 15% 85% 0% 100% 30% 70% 0% 100%

INTEREST SENSITIVITY ANALYSIS

An increase/decrease of 100 basis points in the (average) interest rates on the floating
rate bonds debt at the reporting date, with all variables held constant, would have re-
sulted in a 2,455 KEUR lower/higher profit before tax for 2020.

14.3. OTHER BORROWINGS: OTHER (54,377 KEUR; OF
WHICH 18,364 KEUR LONG-TERM AND 36,013 KEUR
SHORT-TERM)

31/12/2020

The other borrowings as at 31 December 2020 included the following related party balances:
- Peridot SL: 2,235 KEUR;
- Salamanca Capital Services: 1,259 KEUR,;
- Ghelamco Poland Sp. z 0.0.: 4,890 KEUR,;

And also:

- 10,000 KEUR long-term loan from a third party investor, related to some specific
Polish projects, maturing on 31/03/2022 and bearing an interest rate of 6%;

- 18,000 KEUR short-term loans from third party investors, related to some specific
Polish projects, maturing mid 2021 and bearing interest rates between 6.75% and
7.20%;

- 3,250 KEUR short-term loan from a third party investor, related to a specific Polish
project;

- 13,680 KEUR short-term loan towards the partner in the newly acquired LAND
project.
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31/12/2019 - 22,966 KEUR

The other borrowings as at 31 December 2019 included the following related party balances:
- Peridot SL: 2,294 KEUR;
- Salamanca Capital Services: 1,259 KEUR,;
- Ghelamco Poland Sp. z 0.0.: 4,890 KEUR.

And also:
- 11,000 KEUR short-term loan from a third party investor, related to some specific
Polish projects, maturing on 30/06/2020 and bearing an interest rate of 5.50%;
- 3,522 KEUR short-term loan from a third party investor, related to a specific Polish
project.

INTEREST SENSITIVITY ANALYSIS

An increase/decrease of 100 basis points in the (average) interest rates on the intercom-
pany debt at the reporting date, with all variables held constant, would have resulted in
a 84 KEUR lower/higher profit before tax for 2020.

14.4. LEASE LIABILITIES (22,945 KEUR; OF WHICH 21,304
KEUR LONG-TERM AND 1,641 KEUR SHORT-TERM

The lease liabilities (long-term and short-term) fully relate to non-cancellable leases for
the land rights of the resp. Polish projects. These lease commitments have been rec-
ognised in accordance with the requirements of IFRS 16 “Leases”. Further reference is
made to note 16.

Summary of the undiscounted contractual maturities of lease liabilities:

2020 2019
Within 1 year 3,165 2,177
After 1 year but not more than 5 years 6,950 6,781
More than 5 years 117,106 116,269
TOTAL 127,221 125,227

14.5. MISCELLANEOUS INFORMATION

The Company also has access to the following additional sources of financing:

- additional capacity on the debt ratio (Ghelamco chooses to keep a substantial
margin on the Loan to Value ratio);

- potential to take up further financing on completed projects based on Loan to Value
(LTV) instead of Loan to Cost (LTC);

- access to alternative financing, mainly in the form of bond issues or mezzanine
financing. In this respect reference is made to the resp. bearer bonds issues in
Poland (1,202.4 MPLN total outstanding bonds at 31 December 2020).

No defaults of payments or breaches of borrowing agreements occurred as of 31
December 2020.
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- Bank borrowings are secured by amongst others the property development projects of the Company,

including land and in-process construction, pledge on SPV shares, etc. For corporate guarantees

and/or suretyship agreements issued by Granbero Holdings Ltd on bank loans, reference is also
made to note 26.1.

The loan agreements granted by the banks are sometimes subject to a number of covenants (Loan
to Value, Loan to Cost, Debt Service Cover). During the year and per end of the year, there were no
events of default in respect of these borrowings.

- The bonds are secured by a redemption surety granted by Granbero Holdings Ltd. (the Company).

In addition, the terms and conditions of the bond issues have been complied with as of balance

sheet date. In this respect, reference is made to the related bi-annual covenant testing which is
published on the Company’s website.

The observed evolution in the above financial debt includes an immaterial amount of non-cash move-
ments, related to capitalized transaction costs which are amortized over the duration of the debts.
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The table below summarizes all financial instruments by category in accordance with
IFRS 9 and discloses the fair values of each instrument and the fair value hierarchy:

15.
FINANCIAL
INSTRUMENTS
31/12/2020
Financial instruments (x € 1 000) FVTPL FVO