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Management report

Group fundamentals

Business activities and corporate structure

S IMMO Group is an international real estate group that engages
in buying, selling, real estate project development, letting, asset
management and operating hotels and shopping centres as well
as in revitalising and renovating properties in Austria, Germany
and CEE (Slovakia, Czech Republic, Hungary, Romania, Bulgaria
and Croatia). The property portfolio consists of office buildings,
retail properties, hotels and residential properties. S IMMO AG
does not conduct research and development.

In addition to its registered office in Vienna, S IMMO Group has
its own employees in Germany, Hungary and Romania. The
German-based property management company Maior Domus is
part of the Group. The subsidiaries have their own staff and are
responsible for local asset management and letting activities,
among other things.

Book value by region'

Germany CEE
45.4% 32.5%
Austria

22.1%

" Including book value of land bank

In addition, the Group holds numerous project, property and
holding companies (please refer to section 2.2.4. of the notes).
S IMMO AG has been listed on the Vienna Stock Exchange since
1987 and was included in the ATX, the Austrian benchmark index,
in September 2017. S IMMO had an annual average number of
employees of 107.5 (annual average in 2017: 102), as calculated
on the basis of full-time equivalents. Including hotel staff, the
Group employed 595.5 (annual average in 2017: 577) people.

Property portfolio

As of 31 December 2018, S IMMO Group's property portfolio con-
sisted of 284 (31 December 2017: 241) properties with a book
value of EUR 2,121.4m (31 December 2017: EUR 1,839.7m) and
a total area of around 1.2 million m2 (31 December 2017: 1.2 mil-
lion m2). Most of the properties are located in capital cities within
the European Union.

Book value by type of use'

Hotel
- 16.2% . .
Commercial Residential
70.7 % 29.3%
Retail
17.9%
Office
36.6%

" Including book value of land bank



Based on book value, properties in Austria made up 22.1% (31
December 2017: 23.9%) of the portfolio, while properties in Ger-
many comprised 45.4% (31 December 2017: 42.0%). The proper-
ties in CEE accounted for 32.5% (31 December 2017: 34.1%).

Based on the main type of use, the portfolio broke down into
36.6% (31 December 2017: 39.3%) offices, 17.9% (31 December
2017: 21.4%) retail properties, 29.3% (31 December 2017: 27.0%)
residential properties and 16.2% (31 December 2017: 12.3%)
hotels as of 31 December 2018. The occupancy rate of the entire
portfolio was 95.8% (31 December 2017: 94.8%). The calculation
of the occupancy rate includes all investment properties for which
no development potential has currently been identified. The over-
all rental yield was 5.7% (31 December 2017: 6.1%).

Strategy and objectives

S IMMO AG has been pursuing a sustainable and prudent busi-
ness policy for more than three decades with the aim of constant-
ly improving its results and creating value for its shareholders.
The company applies a robust business model and makes use of
property cycles. S IMMO acquires buildings with potential and is
currently focusing on residential properties in economically up-
and-coming German cities such as Leipzig, Erfurt or Kiel. In-
depth knowledge of the local markets is a key factor here. In ad-
dition, S IMMO AG acquires large plots of land in the Berlin area.
In total, around 850,000 m2 of space were purchased in recent
months. Further investments are planned.

Value-creating purchases and sales

> Purchases with high asset value as well as
potential for attractive cash flow and/or
value enhancement
> Opportunistic, strategic or
cycle-oriented sales

Overview of the rental yields"

31 December 31 December

in % 2018 2017
Germany 4.6 4.9
Austria 52 5.1
CEE 7.4 8.2

' The rental yields show the ratio between the generated annual rent and the property
value. The calculation includes all investment properties for which no development
potential has currently been identified. With regard to additions in the course of the year,
the rent is annualised.

Great emphasis is placed on the latest technologies and high
property standards in project developments and renovations. All
development projects will be certified according to internationally
recognised standards such as BREEAM.

The sale of properties is part of our cyclically oriented strategy. In
the 2018 financial year, properties totalling more than EUR 50m
were sold primarily in Germany and Austria. In addition, the com-
pany holds shares of listed Austrian real estate companies
(CA Immobilien Anlagen AG and IMMOFINANZ AG).

Development

> New construction of properties
> Creation of prime properties in central
locations
> Attractive development projects

Robust

Asset management

> Active management of properties
> Increase in occupancy rate and
tenant satisfaction
> Increase in rents, yields and value

S IMMO Annual Report 2018

business model

Leveraging potential

> Investment in and repositioning
of properties
> Restructuring
> Creative, innovative marketing
concepts
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Management and control

In the last financial year, the Management Board consisted of two
members. In its meeting on 07 June 2018, the S IMMO AG Super-
visory Board extended the appointments of CEO Ernst Vejdovszky
and Friedrich Wachernig until 30 June 2021. The Management

Economic report

Economic overview

Global economic growth is being dampened by the trend towards
protectionist policies in some countries and geopolitical tensions.
However, the European Union (EU) is also increasingly facing
risks that are difficult to assess. Brexit (the outcome of which was
still open as this report went to press) and the European Parlia-
ment elections are the primary uncertainties in this context. In ad-
dition, Italy is the first euro area country to find itself in a recession.
As a result, economic development is gradually waning in the EU
as well.

Following global economic growth of 3.7% in 2018, the European
Commission projects a decline to 3.5% in 2019 and 2020.
According to the European Commission’s estimates for 2018,
GDP increased by 1.8% in the euro area and 1.9% in the EU-28.
The European economy is expected to expand for the seventh
year in a row in 2019, although the pace of growth will be more
moderate than in recent years. Growth is projected to come in at
2.0% this year and 1.9% in 2020.

Based on the currently available indicators, FocusEconomics
estimates that economic growth totalled 4.3% in the CEE region
in 2018. On one hand, a slowdown in the euro area dragged on
exports and thus on industrial production. On the other, tight
labour markets hindered economic activity.

Following robust economic growth in Austria in 2017, the econo-
my expanded by 2.7% in 2018 according to the Institute of
Economic Research (WIFO), although momentum continuously
slowed over the course of the year. Conditions weakened in the
industrial sector in particular starting in mid-2018, while domestic
demand and foreign trade contributed to GDP growth. The Euro-
pean Commission projects growth of 2.0% for 2019 and 1.8% for
2020. WIFO also expects a further deceleration of economic
growth in 2019.

Board pursues a responsible and stable management approach
aimed at enhancing earnings and increasing the Group’s value
on a long-term basis. In addition, the Management Board works
closely with the Supervisory Board, which consisted of eight
members at the end of the year (for further details, please refer to
section 5.6. of the notes).

Real estate market overview

Austria

Numerous projects with a total area of 266,000 m2 were complet-
ed on the Viennese office market in 2018. In the fourth quarter of
2018, a total take-up of 80,800 m2 was recorded. This corre-
sponds to an increase of 38% in comparison to the prior-year
period. The vacancy rate increased slightly to 5.7%. Currently, an
area of 38,000 m? is expected to be delivered in 2019. Conse-
quently, the vacancy rate could decline. Prime rents amounted to
EUR 25.50/m?/month.

Vienna'’s hotel industry surpassed its previous successes by the
end of the year. In 2018, overnight stays exceeded the 16 million
mark for the first time, achieving a plus of 6.3%. Room revenues
delivered an impressive gain as well and advanced by 11.8% be-
tween January and November 2018.

Germany

In major German cities, rents grew by 4.2% in comparison to the
previous year, which represents a deceleration compared to
recent years. However, purchase prices for owner-occupied flats
continued to climb steadily and recorded an increase of 11.4% by
the end of the year.

The sustained demand for space and the growing economy are
keeping conditions tight on the office market in Berlin. Last year,
an office take-up of 840,400 m? was recorded. Prime rents saw a
significant increase of 11.7% and amounted to EUR 33.50/m?/
month. The vacancy rate declined to 2.2%. In 2019, 446,400 m? of
space is expected to be completed, 81% of which is already
pre-let. Moreover, refurbishments account for 31% of the planned
space. This will not expand the supply on a long-term basis, but
only provide a temporary reprieve.



Overview of real estate market'

Prime rents (EUR/m2/month)

Prime gross yield (%)

Total leasing

activity (m2) Vacancy rate (%)

H2 2018 H2 2017 H2 2018 H2 2017 H2 2018 H2 2017 H2 2018 H2 2017 H2 2018 H2 2017 H2 2018 H2 2017

Office Office Retail Retail Office Office Retail Retail Office Office Office Office

Berlin 33.50 30.00 320.00 320.00 3.10 3.10 3.10 3.25 471,000 521,100 2.29 3.17
Bratislava 17.00 16.50 67.00? 65.00? 6.00 6.25 5.50? 5.752 55,054 58,965 5.99 6.18
Bucharest 18.50 18.50 55.00 50.00 7.00 7.50 7.50 7.75 120,469 142,681 7.40 9.00
Budapest 25.00 22.00 140.00 135.00 5.75 6.00 5.50 6.00 217,251 222,056 7.29 7.51
Vienna 25.50 26.00 310.00 310.00 3.75 3.90 3.20 3.30 131,602 102,299 5.16 4.87
Zagreb 15.00 15.00 60.00 60.00 8.00 8.00 6.75 6.75 n/a 12,137 5.00 5.26

" Local CBRE MarketViews H2 2018

2 Data for shopping centres. Data for remainder of the locations is for high street retail.

CEE

The total demand on the Budapest office market increased by
19% compared with the prior year, amounting to an area of
171,490 m2. Four new office buildings with a total area of 44,265
m2 came onto the market in the fourth quarter. Overall, 202 lease
agreements with an average size of 849 m2 were concluded. New
leases accounted for 36% of the total leasing activity. The vacan-
cy rate reached 7.3% at the end of the quarter. A total of
112,700 m2 of new office space is currently scheduled to be com-
pleted in 2019, 47% of which is currently pre-let.

The strong pre-let rate of office space in Bratislava led to a stable
vacancy rate of around 6%. Four new office buildings encom-
passing an area of 66,000 m2 were completed in the second half
of 2018. Total leasing activity came to 71,100 m2.

The CEE hotel industry remains on a successful path. At the end
of the year, the investment volume nearly exceeded EUR 800m.
The occupancy rate remained at a high level in both Prague and
Budapest. The revenue per available room in Prague is projected
to advance by 3.4%.

The office market in Bucharest continues to develop well. De-
mand increased to 112,000 m?, which corresponds to an increase
of 21% compared with the prior year. Two office buildings with a
total area of 34,000 m2 were delivered to the market in the fourth
quarter of 2018, and both are already fully let. Overall, 300,000 m?
of new space is expected to be delivered in 2019. The vacancy
rate amounted to 4.6%.

Romanian retail sales saw a 5.4% year-on-year increase, which is
the slowest pace recorded since 2003, whereas e-commerce
continued to boom, registering growth of 30% compared to the
previous year. Owing to the increased purchasing power in recent
years, the market is still attracting new global retail players.

Sources: CBRE, Colliers, Cushman and Wakefield, the real estate index by ImmobilienScout24, Vienna Research Forum, http://business-review.eu, www.b2b.wien.info, www.ec.europa.eu,
www.focus-economics.com, konjunktur.wifo.ac.at, www.property-forum.eu, www.pwc.com/hospitality
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Business development and performance

Although 2016 and 2017 were characterised by large-volume dis-
posals, the company again achieved a record result in the finan-
cial year 2018. Despite the disposals, total revenues rose year-
on-year to EUR 192.4m (2017: EUR 191.4m). A positive like-for-
like performance, acquisitions and a very strong profit from hotel
operations were responsible for this. Consequently, gross profit
also increased significantly.

The result from property valuation also improved substantially,
amounting to EUR 167.8m (2017: EUR 127.6m).

The financial result increased significantly as a result of reduced
financing costs, high dividend income from the shareholdings in
CA Immobilien Anlagen AG and IMMOFINANZ AG and the elimi-
nation of participation certificates.

These effects led to a sharp rise in the Group result. Net income
for the period attributable to the shareholders of the parent com-
pany reached a record level of EUR 203.7m (2017: EUR 130.1m).
Accordingly, earnings per share improved to EUR 3.08 (2017:
EUR 1.97), also the highest figure in the company’s history.

Increase in gross profit

Total revenues for the 2018 financial year came to EUR 192.4m,
up on the prior-year figure of EUR 191.4m, despite the disposals
in the third quarter of 2017. This improvement was driven by a
considerable increase in revenues from hotel operations, proper-
ty purchases in Germany and a positive like-for-like performance
of the portfolio properties. At the same time, disposals in the pre-
vious year resulted in a decline in property management expens-
es to EUR 53.4m (2017: EUR 59.9m)

Total rental income'

iNEURm M CEE M Austria H Germany

118.2

111.7 112.0 4043

2015 2016 2017 2018

' Not including Vienna Marriott Hotel and Budapest Marriott Hotel

Broken down by region, rental income for the reporting period
was as follows: Austria and Germany contributed 17.6% and
40.1%, respectively (2017: 22.1% and 32.7%) — in total 57.7%
(2017: 54.8%) — and CEE 42.3% (2017: 45.2%). In terms of main
type of use, commercial properties (office, retail and hotel) con-
tributed 76.0% (2017: 80.2%) and residential properties 24.0%
(2017: 19.8%) of the rental income.

Revenues from hotel operations (revenues from the Vienna
Marriott and Budapest Marriott hotels, both operated under man-
agement agreements) rose to EUR 54.7m (2017: EUR 46.0m).
Gross profit from hotel operations increased by more than 70% to
EUR 16.7m (2017: EUR 9.7m). This excellent development was
the result of the renovation and remodelling work done in the
Vienna Marriott Hotel as well as several large congresses which
were hosted there. The Budapest Marriott Hotel also increased
revenues while maintaining its cost base.

The excellent operating property business is reflected in the gross
profit, which rose to EUR 103.0m (2017: EUR 98.2m). The net
operating income (NQI), which is the gross profit excluding other
operating income, increased by roughly 6% from EUR 95.3m to
EUR 101.0m.

Property investments

In contrast to the previous year, more acquisitions than disposals
were executed in the financial year 2018. The focus here was on
properties in medium-sized German cities. Purchases totalling
approximately EUR 123m were completed. Income from property
disposals came to EUR 52.4m (2017: EUR 470.3m), approxi-
mately two thirds of which were generated in Germany and one
third in Austria.

Rental income by region'

Germany CEE
40.1% 42.3%
Austria

17.6% L]

" Not including Vienna Marriott Hotel and Budapest Marriott Hotel



EBITDA down slightly, EBIT up significantly
Management expenses increased slightly to EUR 19.9m (2017:
EUR 19.0m). As income from disposals was EUR Om (2017: EUR
10.3m), the EBITDA of EUR 83.1m was lower than the figure of
EUR 89.6m generated in 2017.

The result from property valuation improved considerably to
EUR 167.8m (2017: EUR 127.6m), increasing not only overall, but
also in every segment in year-on-year comparison. EUR 86.0m
(2017: EUR 70.0m) of the result from property valuation relate to
the German segment, EUR 45.4m (2017: 37.1m) to Austria and
EUR 36.4m (2017: EUR 20.5m) to CEE. This meant that EBIT
reached the second-highest level in the company’s history, at
EUR 243.2m (2017: EUR 208.1m).

Highest EBT in the company’s history

The financial result improved considerably to EUR -7.3m (2017:
EUR -47.4m). This positive development was driven by a range of
individual effects, including lower ongoing financing costs for
loans and derivatives, considerably higher dividend income from
the shareholdings in IMMOFINANZ AG and CA Immobilien Anla-
gen AG, a better result from derivatives valuations as well as an
improved result from companies measured at equity.

These developments positively impacted the cost of funding
(based on variable- and fixed-rate financial liabilities including
bonds and derivatives), which amounted to 2.53% as of 31 De-
cember 2018 (2017: 2.67%). The cost of funding excluding bonds
came to 2.28% (31.12.2017: 2.34%).

Rental income by property type of use'

Commercial Residential
76.0% 24.0%
Office
32.7%
Hotel‘ .
o Retail
4.8% 38.5%

" Not including Vienna Marriott Hotel and Budapest Marriott Hotel
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Considerable upturn in net income with record
earnings per share

Operating successes, the excellent results from property valua-
tion and improvements in the financial results contributed to a
considerable upturn in net income to EUR 204.2m (2017: EUR
133.5m). Net income for the period attributable to the sharehold-
ers of the parent company was the highest the company has ever
recorded, at EUR 203.7m (2017: EUR 130.1m). With an increase
of roughly 56% to EUR 3.08 (2017: EUR 1.97), earnings per share
also posted a new high.

Earnings and financial position

Cash flow

Cash flow from operating activities for financial year 2018 was
EUR 75.4m (2017: EUR 72.7m). Cash flow from investing activi-
ties totalled EUR -261.3m (2017: EUR 85.1m), while cash flow
from financing activities amounted to EUR 185.8m (2017: EUR
-150.4m).

Consolidated statement of financial position

S IMMO Group's total assets increased from EUR 2,272.3m as of
31 December 2017 to EUR 2,720.1m as of 31 December 2018.
The stake in IMMOFINANZ AG was increased to just below 12%,
while the holdings in CA Immobilien Anlagen AG were expanded
to a much lesser extent in the reporting period. This means “other
financial assets” increased overall to EUR 453.0m as of 31 De-
cember 2018 (31 December 2017: EUR 300.2m). The dividend
income in connection with these acquisitions was also a signifi-
cant driver for the considerable improvement in the financial
results.

Balance sheet structure

in EUR m
2,720.1 2,720.1
1475 == B 2468
1,361.8
Current l B Current debt
assets
Non-current Il B Non-current debt
assets
B Equity
2,572.6 1,111.6
Assets  Equity
and liabilities
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Cash and cash equivalents as of 31 December 2018 totalled EUR
73.3m (31 December 2017: EUR 73.4m), which more or less cor-
responds to the prior-year level. Properties with a fair value of
EUR 40.4m (31 December 2017: EUR 6.3m) were classified as
held for sale. In the first quarter of 2018, two additional bonds
were issued with a volume of EUR 100m for the six-year bond and
a volume of EUR 50m for the twelve-year bond. Both bonds have
coupons with a fixed interest rate: 1.75% p.a. for the six-year bond
and 2.875% p.a. for the twelve-year bond. In terms of real estate,
properties were acquired in Germany and progress was made on
the development of the office building The Mark in Bucharest.

As of 31 December 2018, equity not including minority shares in-
creased to EUR 1,108.9m (31 December 2017: EUR 940.8m).
Despite the dividend distribution in the second quarter of 2018,
the book value per share improved to EUR 16.75 (31 December
2017: EUR 14.21). The equity ratio decreased slightly from 41.6%
as of 31 December 2017 to 40.9% as of 31 December 2018.

Financial management

Al of SIMMQ'’s loan liabilities are denominated in euro. As of
31 December 2018, 16% (31 December 2017: 20%) of loans were
fixed-rate and 84% (31 December 2017: 80%) were variable-rate
loans. S IMMO reduces the risk of rising interest rates on variable-
rate financing with interest rate hedges.

Breakdown of financial liabilities

EURm 2018 2017
Participating certificates (subordinated) 0 56.7
Issued bonds (non-current) 336.9 287.5
Other financial liabilities (non-current) 861.3 686.6
Issued bonds (current) 99.9 0
Other financial liabilities (current) 93.2 113.4
Total 1,144.2

S IMMO’s reported property investments amounted to EUR
2,5673.4m as of 31 December 2018 (31.12.2017: EUR 2,138.2m).
The loan-to-value ratio (LTV ratio) for financing secured with
properties was slighly lower than last year and came to 36.3%
(31 December 2017: 36.6%).

S IMMO has unsecured financing as well. The LTV ratio for unse-
cured financing less cash and cash equivalents increased in the
reporting period mainly due to the bonds issued in the first quar-
ter of 2018 and amounted to 14.1% (31 December 2017: 12.7%).
In total, the company’s LTV ratio was 50.4% (31 December 2017:
49.3%).

The following table shows the calculation method:

2018 2017

EURm unsecured secured unsecured secured
Secured financial liabilities without derivatives 0 932.9 782.9
Issued bonds and other unsecured financing 436.8 0 287.5 0
Participating certificate 0 56.7

Cash and cash equivalents -73.3 0 -73.4 0
Property investments 2,573.4 2,573.4 2,138.2 2,138.2
LTV ratio in % 144 36.3 12.7 36.6

Total in %




Total bond liabilities of EUR 436.8m are divided across six bonds.
This division is based on the company’s risk-optimising efforts to
keep maturities from unsecured financing within a manageable
range at all times.

S IMMO bonds

Total nominal value

ISIN Maturity Coupon EUR ’000
ATO000A19SB5 02 October 2019 3.00% 100,000.00
ATO000A177D2 16 June 2021 4.50% 89,739.50
ATO000A1DBM5 08 April 2025 3.25% 33,993.50
ATO000A1DWK5 20 April 2027 3.25% 65,000.00
ATO000A1Z9D9 06 February 2024 1.76% 100,000.00
ATO000A1Z9C1 06 February 2030 2.875% 50,000.00

As of 31 December 2018, SIMMO’s liabilities to banks were  Related party disclosures

spread among 22 (2017: 23) individual banks. The average  More information on related parties can be found in the notes to
maturity of long-term liabilities to banks was 6.3 years (2017:  the consolidated annual financial statements in section 5.6.

6.4 years).

Non-financial performance indicators
and corporate responsibility

Details on the non-financial performance indicators and on cor-
porate responsibility can be found in the non-financial report
starting on page 28.

Information in accordance with
section 243a (1) Austrian Commercial
Code (UGB)

The following information must be disclosed pursuant to section 2. SIMMO AG's articles of incorporation restrict the voting rights
243a (1) Austrian Commercial Code (UGB): of each shareholder at the Annual General Meeting to a maximum
of 15% of the issued share capital. For this purpose, shares held
1. As of 31 December 2018, the issued share capital of SIMMO by companies that together constitute a group for the purposes of
AG was EUR 243,143,569.90, divided into 66,917,179 no-par-  section 15 Austrian Stock Corporation Act (AktG) are to be aggre-
value bearer shares. All shares have the same rights. gated, as are shares held by third parties for the account of the
relevant shareholder or the account of a company forming part of
a group with that shareholder. Holdings of shares by shareholders

S IMMO Annual Report 2018 MANAGEMENT REPORT - Non-financial performance indicators and corporate responsibility
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exercising their voting rights in concert in virtue of an agreement
or as part of coordinated behaviour are also to be aggregated.
The Management Board of S IMMO AG is not aware of any agree-
ments applying to limitations of voting rights or the transfer of
shares (with the exception of the joint voting policy between Erste
Asset Management GmbH and ERSTE-SPARINVEST Kapital-
anlagegesellschaft m.b.H.; see item 3).

3. The company has been notified of the following holdings in
excess of 10% under section 130 et seq. Austrian Stock Exchange
Act (BorseG) and the corresponding previously applicable provi-
sions:

On 18 April 2018, IMMOFINANZ AG (FN 114425y) issued notifica-
tion that it had concluded share purchase agreements for
19,499,437 shares or 29.14% of the share capital of S IMMO AG,
with these agreements being particularly subject to the condition
precedent of permissibility/non-prohibition of the responsible an-
titrust authorities under antitrust and competition law.

On 21 September 2018, a further notification was issued by
IMMOFINANZ AG, according to which, following approval from
the relevant antitrust authorities, the transaction was closed and
the acquired S IMMO shares were transferred to IMMOFINANZ
AG on 21 September 2018.

Notification was received from Erste Asset Management GmbH
on 30 November 2011 that it and its (then) subsidiaries RINGTURM
Kapitalanlagegesellschaft m.b.H. and ERSTE-SPARINVEST Kapi-
talanlagesellschaft m.b.H. pursue a joint voting policy, and that
the voting decisions of the managed funds are therefore submit-
ted in aggregate.

The three companies therefore reported that as of 29 November
2011, they held 8,130,557 shares in aggregate, which was about
11.94% of the issued share capital at the time, and following the
cancellation of treasury shares on 19 December 2013 constituted
about 12.15% of the reduced share capital. Both RINGTURM Ka-
pitalanlagegesellschaft m.b.H. and ERSTE-SPARINVEST Kap-
italanlagegesellschaft m.b.H. have since been merged with Erste
Asset Management GmbH.

For clarification purposes, S IMMO AG states that it has learned
of the existence of the above-mentioned equity interests greater
than 10% based on notifications under section 130 et seq. of the
BorseG and the respective previously applicable provisions, and
that it therefore cannot guarantee the completeness or correct-
ness of the above information. Moreover, notifications in accord-
ance with the BorseG are only required upon reaching, exceeding
or falling below the relevant thresholds, so that the actual current
extent of the interests may differ from those listed in the notifica-
tions.

4. There are no shares with special control rights.

5. Employees who are shareholders exercise their voting rights
at the Annual General Meeting directly, if appropriate.

6. The Management Board consists of two, three or four mem-
bers. The members of the Management Board are appointed by
the Supervisory Board by a three-quarters majority of the votes
cast. The Supervisory Board may at the same time appoint a
member of the Management Board as Chairman and another
member as Deputy Chairman. This resolution also requires a
three-quarters majority of the votes cast. Appointment to the
Management Board is open only to those under the age of 65 at
the time of appointment. The Supervisory Board consists of a
maximum of ten members elected by the Annual General Meet-
ing. Resolutions proposing increases in share capital are passed
by a simple majority of the votes cast at the Annual General Meet-
ing and by a simple majority of the shareholders voting on a res-
olution.

7. a) By resolution of the 29" Annual General Meeting on 03 May
2018, the Management Board is authorised under section 169
AktG, with the approval of the Supervisory Board, for a period of
five years, i.e. until 25 July 2023, after entry of this amendment to
the articles of incorporation in the company register, to increase
the share capital by up to EUR 48,628,711.07 by issuing up to
13,383,435 new ordinary bearer shares in the company against
contributions in cash or in kind in one or more tranches and to
determine the issue amount, which may not be below the pro rata
amount of the share capital, as well as the other issue conditions
in consultation with the Supervisory Board. With the approval of
the Supervisory Board, the Management Board is authorised to
fully or partially exclude the subscription right of shareholders (i) if
the capital increase is carried out against cash contributions and
the proportion of the company’s share capital arithmetically ap-
portioned to the shares issued against cash contributions with
exclusion of the subscription right does not total more than the
threshold of 10% (ten percent) of the company’s share capital at
the time of exercising of the authorisation, (i) if the capital in-
crease is carried out against contributions in kind, (iii) in order to
use a greenshoe option or (iv) to compensate for fractional
amounts. A proportion of the share capital totalling no more than
20% (twenty percent) of the company’s share capital at the time
of granting of the authorisation may be arithmetically apportioned
to the total of the shares issued against cash contributions and
contributions in kind under this authorisation with exclusion of the
subscription right of shareholders. All subscription or conversion
rights to new shares that have been granted for a convertible,
exchangeable or warrant bond issued during the term of this au-
thorisation with exclusion of the subscription right count towards
this threshold. The Supervisory Board is authorised to pass
changes to the articles of incorporation that arise from the issue
of shares from authorised capital.



b) At the 29" Annual General Meeting on 03 May 2018, the
Management Board was authorised under the provisions of sec-
tion 65 (1) item 8 and (1a) and (1b) AktG for a period of 30 months
from the date of the passing of the resolution, that is, until 03
November 2021, with the approval of the Supervisory Board, to
acquire treasury shares up to the statutory maximum of 10% of
the company’s share capital on one or more occasions, and if
appropriate to cancel them. The company currently holds 715,424
treasury shares, which corresponds to 1.07% of the current share
capital. The Management Board was also authorised for a period
of five years from the date of the passing of the resolution, that is,
until 03 May 2023, with the approval of the Supervisory Board, to
dispose of treasury shares in a manner other than through the
stock exchange or through a public offer and under exclusion of
shareholders’ subscription rights.

c) By resolution of the 29" Annual General Meeting on 03
May 2018 under section 174 (2) AktG, the Management Board
was authorised, within five years from the date of the resolution,
i.e. until 03 May 2023, with the approval of the Supervisory Board,
to issue convertible bonds associated with a conversion and/or
subscription right to up to 13,383,435 no-par-value bearer shares
in the company with a pro rata amount of the share capital of up
to EUR 48,628,711.07, with or without exclusion of the subscrip-
tion right, in one or more tranches at present value and to deter-
mine all further conditions of the convertible bonds.

This authorisation can also be used repeatedly. The total of (i) the
shares already transferred to holders of convertible bonds under
this authorisation and (ii) the shares for which conversion and/or
subscription rights from convertible bonds already issued and to
be issued in the context of reuse can be exercised may not ex-
ceed the maximum figure determined in this resolution, which
equates to 20% of the share capital. New shares issued from au-
thorised capital during the term of this authorisation with exclu-
sion of the subscription right of shareholders count towards this
threshold. The conversion and/or subscription rights can be used
through shares from contingent capital, authorised capital, from
treasury shares or by way of transfer by third parties, or a combi-
nation thereof.

The share capital will be contingently increased under section
159 (2) item 1 AktG by up to EUR 48,628,711.07 through the issue
of up to 13,383,435 new no-par-value bearer shares. The contin-
gent capital increase will only be carried out insofar as holders of
convertible bonds issued on the basis of the Annual General
Meeting resolution of 03 May 2018 make use of the conversion
and/or subscription right granted to them. The issue amount and
the conversion and/or subscription ratio must be determined with
due consideration of common calculation methods as well as the
price of the company’s shares (bases for calculation of the issue
amount); the issue amount may not be below the pro rata amount
of the share capital. The Management Board is authorised, with
the approval of the Supervisory Board, to determine the further
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details of carrying out the contingent capital increase (in particu-
lar the issue amount, the content of the share rights and the time
of the dividend entitlement). The Supervisory Board is authorised
to pass changes to the articles of incorporation that arise from the
issue of shares from contingent capital or as a result of expiry of
the deadline for use of the contingent capital.

8. The 4.5% S IMMO bond 2014-2021 issued in June 2014 (vol-
ume of around EUR 90m), the 3% S IMMO bond 2014-2019
issued in October 2014 (volume of EUR 100m), the 3.25%
S IMMO bond 2015-2025 issued in April 2015 (volume of around
EUR 34m), the 3.25% S IMMO bond 2015-2027 issued in April
2015 (volume of EUR 65m) as well as the 1.75% S IMMO bond
2018-2024 (volume of EUR 100m) and the 2.875% S IMMO bond
2018-2030 (volume of EUR 50m), which were both issued in
February 2018, contain change-of-control clauses. Under the
terms and conditions of the bonds issued in 2014 and 2015, in
the event of a change of control, the bond creditors are entitled to
cancel the partial debenture and can demand immediate repay-
ment. Under the terms and conditions of the bonds issued in Feb-
ruary 2018, in the event of a change of control, the bond creditors
are entitled to cancel the partial debenture provided this change
of control leads to a significant limitation on the ability of the issu-
er to fulfil the obligations under the partial debentures. Under the
terms and conditions of the bonds, a change of control occurs if,
at any time, one person or several persons acting jointly or a third
party or third parties acting for said person or persons directly or
indirectly acquire (i) more than 50% of the voting rights associat-
ed with the shares of the issuer (irrespective of the maximum vot-
ing right) or (i) the right to designate the majority of members of
the Management Board of the issuer and/or the shareholder
representatives on the Supervisory Board of the issuer.

In addition, the Management Board contracts also contain a
change-of-control clause, which grants the right to terminate the
employment relationship and to resign from the Management
Board mandate upon the occurrence of a change-of-control
event within a period of three months after the occurrence of this
event, subject to a notice period of four months. In the event of
such a termination, the remuneration claims pursuant to the em-
ployment and pension fund contracts will remain effective until
30 June 2021. However, the continued payment of remuneration
is limited to two gross annual salaries. A change-of-control event
occurs only if a change takes place at the shareholder level that
also results in a new election of at least one third of the com-
pany’s Supervisory Board members.

9. There are no special compensation agreements between the
company and members of the Management and Supervisory
Boards or the company’s employees that would take effect in the
event of a public takeover offer.
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Risk management report

As an international real estate group, S IMMO Group faces a host
of risks and opportunities that impact operating activities, the de-
cision-making process and strategic management. By identify-
ing, analysing, managing and monitoring risks and opportunities,
the Group strives to detect negative developments and potential
risk factors in good time and minimise them as far as possible.
Nevertheless, the occurrence of risks cannot be completely ruled
out. S IMMO engages in long-term property investments by de-
veloping, buying, letting, operating, renovating and selling prop-
erties in Austria, Germany and CEE. The portfolio contains com-
mercially used properties (office, retail and hotel) and a comple-
mentary set of residential properties. Other activities of the Group
therefore include:

real estate project development

the operation of hotels and shopping centres
the refurbishment of portfolio properties
asset management

In addition, S IMMO AG holds shares in listed Austrian real estate
companies (CA Immobilien Anlagen AG and IMMOFINANZ AG).

In addition to internal regulations and guidelines, risk manage-
ment at S IMMO comprises ongoing reports in the context of reg-
ular meetings with the Management Board. Furthermore, there
are control measures in place in the Group for the purpose of the
early detection, management and monitoring of risks. Key deci-
sions relevant to risk are made by the Management Board. Invest-
ment projects above a specific volume also require approval from
the Supervisory Board. Both management bodies are regularly
informed with regard to risks and the Internal Control System. The
risk groups set out in this section have been analysed and
assessed retrospectively for the financial year 2018 and also with
regard to business activities in 2019.

Internal Control System

An Internal Control System (ICS) is in place for all key business
processes. Aspects such as the reliability of financial reporting
are monitored and controlled by this system. In conjunction with
the Internal Audit department and compliance with (stock ex-
change) regulations, the ICS constitutes S IMMO Group’s internal
monitoring system. Core processes — in particular those relating
to the Group's financial reporting — are set out in the internal pro-
cesses database. This includes a risk management matrix in
which the processes, potential individual risks and the assigned
control steps are defined.

Key features of the accounting-specific ICS are:

B Clear division of tasks between finance and accounting as
well as other areas of responsibility (e.g. treasury)

B Guidelines on the application of uniform accounting and val-
uation methods in the consolidated financial statements

B Assessment of risks that could lead to a material misstate-
ment of transactions (e.g. incorrect allocation to balance sheet or
profit and loss items)

B Appropriate control mechanisms in the automated prepara-
tion of the consolidated financial statements

B Reports to internal recipients (Management Board and Su-
pervisory Board) include quarterly, segment and liquidity reports
as well as additional individual analyses as required.

B Within the preparation process for the consolidated financial
statements, the respective Accounting departments of the indi-
vidual companies are required to prepare reporting packages by
each reporting date on the basis of the Group-wide accounting
manual and to send these to headquarters for further processing.
The various subsidiaries use external service providers to prepare
the reporting packages on behalf and under the responsibility of
the respective management. In the context of the process-specific
control activities, Group Accounting performs regular reviews of
the completeness and accuracy of the reported data. Various
deviation analyses are also performed in ongoing coordination
with the Management Board. These include a review of the data
of all Group companies at headquarters together with the special-
ist departments (e.g. Asset Management and Tax), with the in-
volvement of the Accounting departments of the individual com-
panies. When preparing the consolidated financial statements,
Group Accounting uses a validated consolidation software pack-
age. The effectiveness of risk management is assessed each



year on the basis of the critical self-assessment of the Group and
on a voluntary basis by the Group’s auditor in line with the require-
ments of C Rule no. 83 of the Austrian Code of Corporate Govern-
ance (OCGK). The Management Board, Supervisory Board and
Audit Committee are made aware of the results of this audit.

Risk overview

Internal Audit

S IMMO'’s Internal Audit department coordinates audits of signifi-
cant business processes of the Group parent company and its
Austrian and foreign subsidiaries with regard to their effective-
ness, existing risks and control weaknesses as well as potential
improvements in efficiency. The audits take place in cycles of
several years and are based on the annual audit plan approved
by the Management Board. In addition, special audits are com-
missioned as required. Only external experts are commissioned
to perform the audits. The results of the audits are reported to the
Management Board. The Audit Committee of the Supervisory
Board is regularly informed regarding the audit plan and the
results of the audits.

Corporate strategy

Property-specific risks
risks

Business environment
and industry risk
Investment risk
Capital market risk

Property portfolio risk

Letting and rental default risk
Property development risk
Construction risk

Liquidity risk
Interest rate risk
Financing risk
Exchange rate risk

Environmental risk
Risks related to the
matters of the NaDiVeG
Legal risk and

Property valuation risk

Tax risks regulatory risks

Explanations on individual risks

Corporate strategy risks
Strategic risks are closely related to S IMMO's business strategy
and could strongly influence it.

Business environment and industry risk

The development of an industry is heavily dependent on external
factors such as the economy or the prevailing technological, po-
litical and legal situation. As the economic environment is con-
stantly changing, the resulting risks are hard to forecast. A deteri-
oration of the economic situation in a market can affect purchase
and sale prices as well as the value of and return on a property. In
addition, rent reductions, rental defaults or a termination of rental
agreements by tenants may occur. S IMMO counters these risks
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by owning properties in different regions with various types of
use. Careful asset management and constant monitoring also
contribute to reducing the described risks. At present, the situa-
tion on the markets where S IMMO operates is as follows: Lower
production of new space is planned for the Vienna office market
and could result in demand strengthening for modern and cen-
trally located office space. It can thus be expected that prime
rents will increase. Unabated demand and shortage of space on
the Berlin office market are fuelling an ongoing price rise. In Ber-
lin, residential rents did not rise as quickly as in the previous year.
In up-and-coming German cities, the company is anticipating a
successive, but moderate upturn in rents. The positive economic
development in several CEE markets is increasing demand for
office properties and leading to low vacancy rates.
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Investment risk

S IMMO faces risks in investments in property development pro-
jects as well as property purchases. These are often caused by
factors beyond S IMMO Group’s control, for example delays in
the completion of property projects or the subsequent deteriora-
tion of the local economic situation. Therefore, the Group's strat-
egy is oriented towards reducing potential investment risks
through careful selection, planning and execution of property pro-
jects and purchases. There are set investment volume limits
above which the approval of the Supervisory Board is required.
Nevertheless, a residual amount of investment risk always re-
mains with any investment, particularly in properties, and it can
negatively influence cash flows and valuations.

S IMMO holds a significant amount of shares in IMMOFINANZ AG
and CA Immobilien Anlagen AG. As property investment compa-
nies and property developers, both of these companies are ex-
posed to similar risks to those of S IMMO, particularly all risks
associated with the purchase, development, operation and sale
of properties as well as general business risk. For information on
the particular risks of these companies, please refer to the corre-
sponding financial reports of the two companies. The shares of
IMMOFINANZ AG and CA Immobilien Anlagen AG are listed in
the Austrian ATX benchmark index and are subject to market
price risks that could have a negative impact on S IMMO'’s equity.

Capital market risk

The capital market is very important to S IMMO in terms of rais-
ing equity and debt. Unstable capital markets can impair the
Group’s financing options. Transparent and reliable information
gives shareholders a well-founded decision-making basis and
strengthens the capital market’s trust in the securities issued by
S IMMO AG.

Property-specific risks
S IMMO is exposed to all risks associated with the purchase, de-
velopment, operation and sale of properties.

Property portfolio risk

S IMMO counters property portfolio risk with a balanced portfolio
mix. The portfolio contains offices, retail and residential properties
as well as hotels. In geographical terms, the properties are divid-
ed between Austria, Germany and CEE. The Group focuses on
capital cities and metropolises within the European Union. The
value of a property depends largely on its location and intended
use. Therefore, the attractiveness of the location or the potential
use can significantly affect SIMMO’s financial situation. The
property portfolio risk was not identical in all regions and across
all types of use in the financial year 2018: Through diversification
within the portfolio, the risks of one market can often be cush-
ioned by positive developments in another market.

Letting and rental default risk

Letting risk is closely linked to the general economic situation in
the individual markets, and therefore involves associated uncer-
tainty in terms of forecasting. In general, there is always a certain
letting risk — also regarding contract extensions — due to the vari-
ous political and economic developments in the individual
markets. However, the very positive economic trend is currently
mitigating this risk. The competitive situation can also have an
impact on the letting rate and contract extensions. There is ongo-
ing competition between owners for prestigious, attractive
tenants. Depending on the economic development in the various
markets in which S IMMO operates, pressure can be exerted on
the rents. This might imply accepting rents that are lower than
originally forecast. In addition, SIMMO is exposed to rental
default risk. If the Group is unable to extend expiring rental agree-
ments on favourable terms or find suitable creditworthy tenants
who are willing to enter into a long-term lease, this impairs the
market value of the properties concerned. There may also be
long-term vacancies. Particularly in times of economic and politi-
cal uncertainty, S IMMO may be forced to accept rent reductions
in order to maintain its letting rate. The credit rating of a tenant
can decrease in the short or medium term, particularly during an
economic downturn. In addition, there is the potential risk of a
tenant becoming insolvent or otherwise being unable to fulfil its
payment obligations under the rental agreement. However, posi-
tive economic trends reduce these risks, as is currently the case
in almost all of S IMMO’s markets.

Property development risk

In the area of property development, risks may arise in connec-
tion with construction cost overruns, construction delays, (con-
struction) quality defects, letting or delays in receiving official ap-
provals. S IMMO counters these risks with regular cost, quality
and deadline checks as well as deviation analyses.

Construction risk

On the one hand, construction risk is the risk of damage to newly
constructed properties and portfolio properties, which S IMMO
reduces through industry-standard construction contracts with
experienced construction firms, warranty periods and guaran-
tees. To limit risks in this area as much as possible, detailed in-
spections are arranged before the end of the warranty periods so
that any damage can still be rectified at the construction firm’s
expense. To safeguard against conventional damage to portfolio
buildings, such as fire or water, S IMMO takes out insurance poli-
cies at usual market conditions. On the other hand, repair costs
rise with the age of portfolio buildings, as key systems need to be
replaced after their useful life. With active asset management and
ongoing repairs as well as sensible maintenance measures,
S IMMO endeavours to avoid major negative effects.



Property valuation risk

Property valuation depends on various macroeconomic condi-
tions — which are beyond the Group’s control — and on property-
specific factors. In this respect, property valuation risk describes
the risk of negative fluctuations in the value of the property port-
folio. In addition to the expected rental income, the condition of
the property and the historical letting level, property experts can
also take into account other factors such as taxes on land and
property, operating costs, third-party claims on the basis of
environmental risks or risks associated with specific construction
materials. Any change in the value of a property can have a neg-
ative impact on the Group’s net profit or loss and, as a further
consequence, its equity and therefore also its share price and
creditworthiness. The Group recognises investment properties at
fair values, and generally has them valued once a year by external
experts.

Financial risks

For S IMMO Group, the management of financial risks mainly in-
volves the consideration of liquidity, interest rate, financing and
exchange rate risks.

Liquidity risk

On the basis of continuous liquidity planning, the Finance depart-
ment coordinates the Group’s cash flows in cooperation with the
Project Development, Asset Management and Acquisition de-
partments, checks them for plausibility and constantly adjusts
them in order to ensure liquidity. The Group has fluctuating hold-
ings of cash and cash equivalents that are invested in accord-
ance with the respective operational and strategic requirements
and objectives. Furthermore, it conducts hedging transactions,
especially to hedge against changes in interest rates and the
associated fluctuations in its financing costs. These hedging
transactions could prove to be inefficient or unsuitable for meet-
ing the set targets, and could lead to losses that impact income.
In addition, the Group is exposed to the risk of its contracting
partners failing to fulfil their contractual obligations under the
hedging or investment transactions (counterparty risk). S IMMO
Group counters this risk by concluding investment and hedging
transactions only with respectable banks with a sound credit rat-
ing. Stricter equity and liquidity regulations for banks and result-
ant increased lending restrictions and reduced lending levels may
lead to problems with refinancing. Despite its mainly long-term
loan agreements, S IMMO may be affected primarily in the event
of loan extensions and refinancing (see also financing risk). This
risk may arise primarily when loan extensions or refinancing are
delayed or are granted at a lower level than expected. If S IMMO
were to be unable to utilise suitable and appropriate external bor-
rowings for project developments and acquisitions or refinancing
of expiring external borrowings on time or at all, this could signifi-
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cantly impair its ability to fulfil its obligations under project devel-
opment contracts or in acquisition projects. There is also the risk
of being unable to repay bonds at the end of the term. All these
consequences or an inability to fulfil the obligations under existing
financing agreements and partial debentures due to lack of avail-
ability of free liquidity may lead to a significantly adverse impact
on the Group’s net assets, financial position and earnings situa-
tion and impair the Group’s credit rating.

Interest rate risk

The vast majority of S IMMO Group's financing agreements pro-
vide for a variable interest rate, resulting in the risk of a changing
interest rate level. The costs of interest payments increase if the
respective reference interest rate rises. However, the European
Central Bank is currently not expected to increase the base rate
until around the end of 2019. S IMMO Group reduces interest rate
risk on a long-term basis by hedging the interest rates of its vari-
able-rate loans.

As of 31 December 2018, 16% (31 December 2017: 20%) of loans
were fixed-rate and 84% (31 December 2017: 80%) were variable-
rate loans — mostly pegged to the three-month Euribor. S IMMO
generally hedges its variable-rate loans with the following deriva-
tive financial instruments: swaps and caps. At the end of the year,
most of the variable-rate financing portfolio was hedged. The ex-
tent to which the Group uses instruments of this kind depends on
the assumptions and market expectations of the management
and the responsible employees at S IMMO with regard to the
future interest rate level as well as the development of borrowing
levels. If these assumptions prove to be incorrect, this may lead
to a significant rise in interest expenses. The stress tests, which
include the existing bonds (please refer to section 5.2.1. of the
notes for details), show that S IMMO Group is exposed to interest
rate changes to a limited extent. A Euribor of 1.0% p.a. increases
the cost of funding by 13 basis points. This means that despite
hedging with derivative financial instruments, the Group would be
exposed to higher financing costs if interest rates were to rise.

Financing risk

Market conditions for property financing are constantly changing.
After the financial and economic crisis, a steady and significant
improvement in the refinancing situation has been observed for
some years now. Due to investment pressure at many banks, par-
ticularly in Germany and Austria, but also in CEE, refinancing ex-
pired loans and taking up new loans for portfolio properties was
possible at considerably lower margins than was possible a few
years ago. The attractiveness of various types of financing
depends on several factors, some of which are beyond the
Group's control. These factors include in particular market inter-
est rates, tax-related aspects and the assessment of the value
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and realisation potential of properties that serve as collateral, as
well as the assessment of the general economic situation by the
financing partners. In times of highly volatile property markets,
lenders may sometimes be unwilling to extend maturing loans
under terms that are acceptable to S IMMO Group. This can lead
in particular to higher margins, lower lending levels and the need
to provide further collateral, it might also generally lead to a lack
of refinancing options. If the Group is unable to generate liquidity
or external funds to the required extent at the required time or to
borrow under acceptable terms, its ability to fulfil its obligations
under financing agreements could be impaired. S IMMO Group
strives to reduce this risk by spreading its borrowing among dif-
ferent lenders (22 individual banks as of the reporting date of
31 December 2018). Borrowing is monitored on the basis of ap-
provals on a staggered basis by the Management Board and
Supervisory Board. As of 31 December 2018, non-current liabili-
ties to banks had an average weighted residual term of 6.3 years.
This long-term financing is standard industry practice. In addition,
there is the risk that it may not be possible to comply with financial
covenants (clauses in loan agreements regarding the permitted
indebtedness and the debt service cover ratio) or other contrac-
tual terms, guarantees or conditions in financing agreements.
This may limit flexibility in financing future business activities.
Compliance with financial covenants is constantly monitored by
S IMMO Group in close contact with lending financial institutions.
Covenant infringements may constitute a default incident. The
Group is committed to a balanced ratio between financing and
the book value of the property portfolio (loan-to-value ratio). As of
31 December 2018, the Group-wide loan-to-value ratio for se-
cured financing stood at 36.3% (31 December 2017: 36.6%). In
addition, the Group has unsecured financing (utilised credit lines
and loans) equivalent to 14.1% (31 December 2017: 12.7%) of
property assets. Despite close monitoring of financing instru-
ments and the relevant parameters, S IMMO could be confronted
with risks in the area of refinancing if the economy and the financ-
ing environment deteriorate sufficiently.

Exchange rate risk

S IMMO Group’s borrowings are entirely denominated in euro
and rental agreements are linked mainly to the euro. Therefore,
the direct cash-effective exchange rate risk is regarded as low. A
changed situation for another currency could indirectly have an
impact on the purchasing power of customers locally, which
would have a medium-term effect on property valuations. In ac-
counting terms, short-term, non-cash exchange rate effects could
have an impact on the profit and loss account. This may be the
case in particular with the Budapest Marriott Hotel depending on
how the Hungarian forint develops against the euro.

Tax risks

As an international property group that currently has companies
in eight European countries, S IMMO Group is exposed to a large
number of different, constantly changing national tax systems.
Changes in local taxation conditions (e.g. property-related taxes,
sales taxes or income taxes) and uncertainty or different interpre-
tations of the often complex tax regulations may lead to un-
planned tax charges and therefore always constitute a risk to
earnings. By working with local experts at all times, S IMMO
attempts to identify possible consequences early on so that they
can be reflected in decision-making, and in order to ensure that
adequate accounting provisions are made for all known risks (in
connection with Group audits and other fiscal procedures).

Other risks

Environmental risk

S IMMO is potentially affected by various environmental risks
such as natural or man-made disasters. Environmental risks may
arise in connection with portfolio properties as well as develop-
ment projects. For example, amended laws or renovation obliga-
tions as a result of environmental or safety regulations may re-
quire the removal or replacement of materials. Environmentally
harmful substances at a development site may also have to be
disposed of. New or stricter environmental, health and safety
legislation may also give rise to additional costs. Natural disasters
or extreme weather conditions such as floods, storms and hail
may cause significant damage to properties under construction
or portfolio properties. Man-made disasters such as nuclear inci-
dents or accidents may also cause damage. Serious material
damage to buildings is covered by appropriate building insur-
ance policies, supplemented by special insurance policies such
as against earthquake damage in Romania. S IMMO strives to
reduce environmental risks by performing thorough location
analyses and obtaining written guarantees when making acquisi-
tions and investments.



Risks related to matters of NaDiVeG

The Austrian Sustainability and Diversity Act (NaDiVeG) requires a
discussion on the key risks, which could have negative effects on
the following considerations: environment, employees, social is-
sues, combating corruption and bribery, and observing human
rights. Significant risks in conjunction with the issues mentioned
in the non-financial report and measures for identifying, evaluat-
ing, avoiding and limiting the risks are described in the following
section of the risk report. S IMMO is aware of its responsibility
towards the environment. The construction of new buildings re-
sults in an increase in CO, emissions and the greenhouse effect
is accelerated by the additional energy consumption. Further-
more, hazardous waste could be released into the environment
during new construction projects or renovation work by using
harmful construction materials that contain pollutants. To counter
these risks, S IMMO handles portfolio properties and develop-
ment projects responsibly. The company tries to monitor CO,
emissions on the basis of real consumption and to pay attention
to energy-efficient construction methods and the use of high-
quality and ecological materials — taking account of an accept-
able cost/benefit rate for tenants. If possible, it is ensured that
renewable energies are used in the countries’ electricity mix. In
new construction projects, efforts are made to obtain green build-
ing certificates. In this respect, several S IMMO buildings have
already received sustainability certificates.

In addition to environmental management, S IMMO is also re-
sponsible for safety on construction sites when commissioning
new buildings and conversion work. A lack of quality and breach-
ing safety regulations could jeopardise the safety and health of
workers. A lack of care on construction sites can also lead to
complaints from residents regarding noise and dust pollution.
S IMMO therefore chooses its partners carefully and works exclu-
sively with reputable general contractors with high quality stand-
ards.

There is always the risk of corruption incidents in day-to-day busi-
ness. Some of the countries in which S IMMO operates have a
poor ranking according to the Corruption Perceptions Index,
which can lead to the violation of the law and subsequently to
penalties. For this purpose, S IMMO has prepared compliance
guidelines which are mandatory for the whole team. A breach can
lead to disciplinary action.
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Furthermore, SIMMO has a high level of social responsibility
along the supplier chain and therefore ensures compliance with
all statutory provisions when choosing its partners. Core values
such as transparency and fair and sustainable corporate man-
agement are deeply enshrined in SIMMQO’s corporate culture.
This is also evidenced by S IMMO’s commitment to the Austrian
Code of Corporate Governance (please refer to the corporate
governance report from page 20 for details).

S IMMO also deals with challenges and potential risks which may
arise in connection with its employees. For S IMMO, it is therefore
a matter of course to reduce possible negative effects on the
health of its team to a minimum. Adequate work-life balance and
the balance between supporting and challenging employees are
also taken into account.

Only through specialist qualifications and training are our employ-
ees in the position to independently carry out the tasks they have
been assigned. In addition, an extensive health programme is
offered to employees at S IMMO.

In May 2018, the EU General Data Protection Regulation came
into force. S IMMO examined existing policies and adjusted them
in order to take due account of all legal obligations, in particular
relating to data storage and data processing. At the time the reg-
ulation went into force, there were in part quite different interpre-
tations about the correct implementation of the General Data Pro-
tection Regulation, also among legal experts. Despite all due
caution, the risk remains that measures S IMMO AG has taken
are not sufficient and that claims will be lodged by third parties.
The company counters this risk by monitoring the legal situation
on an ongoing basis and appropriately adapting its processes if
necessary.

S IMMO has dedicated itself to respecting all human rights to the
highest possible extent. However, it is always possible that viola-
tions of human rights (collective agreement, working hours, etc.)
may occur. The company counteracts these risks with various
control measures such as careful time recording.
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Legal risk and regulatory risks

S IMMO is exposed to a large number of legal risks as a result of
its business activities. These stem mainly from legal disputes in
connection with S IMMO’s business operations (for example dis-
putes arising from property transactions or with construction
firms) and regulatory risks. If applicable, provisions in accordance
with IFRS requirements are formed for ongoing legal disputes. As
the outcomes of arbitration or legal proceedings are generally
hard to predict, expenses may exceed the allocated provisions.
Significant risks may also arise from changes in the law, particu-
larly as S IMMO operates in a highly regulated environment and in
different jurisdictions.

The Group operates in a regulatory environment in which the reg-
ulations —in particular market abuse, data protection and antitrust
legislation — are and will be enforceable with severe penalties. The
measures taken by the company may prove insufficient to prevent
breaches of legislation and may therefore entail the imposition of
substantial fines.

Overall statement on risks and opportunities

S IMMO AG'’s business activities are subject to a large number of
risks and are heavily dependent on the economic situation in the
markets in which the Group operates. For the European Union, in
comparison to previous quarters the EU Commission is forecast-
ing more muted economic growth at the level of 2.0% for 2019
and 1.9% for 2020. For the markets in which S IMMO operates in
the CEE region, FocusEconomics estimates that economic
growth will come to 3.2% in 2019. Key factors driving uncertainty
are Brexit and the election of the EU Parliament.

Outlook

Significant events after the balance sheet date
There were no significant events after the balance sheet date.
Expected economic development

Economic growth — both at the global level and in the European
Union (EU) — has declined somewhat compared with the previous
quarters. The European Commission expects the global econo-
my to expand by 3.5% in both 2019 and 2020. In the euro area,
economic growth is projected to come to 2.0% in 2019 and 1.9%

For the property markets in which S IMMO operates, the compa-
ny is anticipating a positive trend — particularly on the Berlin office
market, in up-and-coming German cities and in the CEE region.

On the basis of these trends, the company is anticipating low in-
dustry, property portfolio, property valuation, letting and rental
default risk in the current year. If the economic situation on the
markets deteriorates, this would also have a negative impact on
the above risks.

Another risk area relates to the liquidity and financing situation in
the company. Currently, it is anticipated that the European Central
Bank will not increase its base rate until the end of 2019. The
company hedges against increasing interest rates using swaps
and caps. At the current moment in time, refinancing expiring
loans and taking up new ones is possible at considerably lower
margins than was the case a few years ago.

The company counters all risks with careful risk monitoring and a
responsible risk policy. Nevertheless, the occurrence of risks
cannot be completely ruled out. Provisions are made for potential
risks.

In addition to the risks mentioned above, there are also opportu-
nities. Currently, the company is benefiting from persistently rising
price levels in some markets. In other markets, the price level on
the property market is already quite high. Even so, S IMMO antic-
ipates that even in this environment, it can leverage its knowledge
and relevant market expertise to buy property and land with up-
side potential.

in 2020. FocusEconomics forecasts economic growth of 3.2% for
S IMMQO'’s markets in the CEE region this year. According to the
estimates of the Austrian Institute of Economic Research (WIFO),
economic growth will also weaken slightly in Austria. For Austria,
the European Commission expects economic growth of 2.0% in
2019 and 1.8% in 2020.



Expected developments on the real estate
markets

During the reporting period, numerous projects were completed
on the Viennese office market and handed over to tenants. The
newly developed space met with high demand and therefore it
did not lead to an appreciable increase in vacancy. The volume of
completions expected this year is substantially lower and de-
mand will remain constant, so it can be assumed that the vacancy
rate will decline.

Demand remains high on Berlin’s office market. The low comple-
tion rate is further supporting this trend, and the vacancy rate is
expected to continue falling while rents continue to rise.

Residential rents in major German cities did not increase as
quickly as in the previous year, as the growth rate decelerated to
4.2%. The rising rents and the lack of flats in Berlin in particular
have increasingly triggered a political debate in the past, which
also ended up having an effect on the legal framework. The com-
pany expects a gradual, moderate increase in rents in emerging
German cities.

The real estate markets in CEE are seeing robust demand and
low vacancy rates. Attractive development properties are rare and
office properties that are already under development generally
have high pre-letting levels.

Expected business development

S IMMO expects conditions to remain positive in the real estate
markets in which it is active. The focus will once again be on Ger-
many in 2019, with activities primarily concentrating on emerging
German cities such as Leipzig, Erfurt, and Kiel. These cities are
enjoying positive demographic and economic growth and offer
attractive purchase opportunities with upside potential.

In addition, S IMMO AG has acquired large-scale properties in
the area surrounding Berlin. In recent months, the company has
purchased approximately 850,000 m? of space, and additional
investments are planned. At the same time, we are also consider-
ing exciting investment opportunities in our other markets, par-
ticularly in the CEE region.

In Vienna, S IMMO owns a 35% stake in the buildings 1 and 2 of
Quartier Belvedere Central (QBC). The office property has a gross
floor space of roughly 42,000 m2 and is scheduled to be complet-
ed at the end of 2020.

S IMMO Annual Report 2018

The company’s most recently completed office projects are locat-
ed in CEE. The joint venture Einsteinova Business Center in
Bratislava was handed over to well-known tenants such as IBM
and UNIQA. The office property The Mark in Bucharest also has
solid occupancy. Both office buildings boast outstanding environ-
mental data, and S IMMO strives to obtain a BREEAM sustainabil-
ity certificate at the “excellent” level for each property.

I M{

Friedrich Wachernig

Vienna, 20 March 2019

Ernst Vejdovszky

MANAGEMENT REPORT - Outlook
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Consolidated

financial statements

Consolidated statement of

financial PoSItION ... o

Assets eur o0 Notes 31 December 2018 31 December 2017
Non-current assets
Investment properties
Rental properties 3.1.1. 1,880,507 1,668,405
Properties under development and undeveloped land 3.1.1. 73,750 37,100
Owner-operated properties 3.1.2. 126,789 127,875
Other plant and equipment 3.1.2. 4,469 4,655
Intangible assets 3.1.2. 208 230
Interests in companies measured at equity 3.1.3. 25,704 12,237
Group interests 3.1.4. 2,448 842
Loans to companies measured at equity 3.1.3. 4,214 10,946
Other financial assets 3.1.4. 452,981 300,175
Deferred tax assets 3.1.16. 1,634 2,277
Current assets
Inventories 3.1.5. 531 530
Trade receivables 3.1.6. 10,641 8,447
Other financial assets 3.1.6. 10,440 6,607
Other assets 3.1.7. 12,256 12,239
Cash and cash equivalents 3.1.8. 73,281 73,390
Assets held for sale 3.1.9. 40,381 6,300
2272255



Equity and liabilities eur 000 Notes 31 December 2018 31 December 2017
Shareholders’ equity
Share capital 3.1.10. 240,544 240,544
Capital reserves 3.1.10. 68,832 68,832
Other reserves 3.1.10. 799,478 631,439
Non-controlling interests 3.1.11. 2,720 3,611
Non-current liabilities
Issued bonds 3.1.14. 336,910 287,518
Other financial liabilities 5.1.1. 861,335 686,589
Provisions for employee benefits 3.1.15. 1,368 2,334
Other liabilities 6 7
Deferred tax liabilities 3.1.16. 162,173 135,128
Current liabilities
Subordinated participating certificate capital 3.1.13. 0 56,717
Issued bonds 3.1.14. 99,902 0
Financial liabilities 51.1. 93,239 113,398
Income tax liabilities 1,791 4,666
Trade payables 51.1. 8,884 7,363
Other liabilities 42,952 34,109

S IMMO Annual Report 2018

CONSOLIDATED FINANCIAL STATEMENTS - Consolidated statement of financial position



64

65

Consolidated income statement

for the financial year 2018

EUR '000 Notes 2018 2017
Revenues
Rental income 3.2.1. 104,313 112,020
Revenues from operating costs 3.2.1. 33,379 33,435
Revenues from hotel operations 3.2.1. 54,749 45,966
192,441 191,421
Other operating income 1,948 2,866
Property operating expenses 3.2.2. -53,410 -59,877
Hotel operating expenses 3.2.2. -38,023 -36,232
Gross profit 102,956 98,178
Income from property disposals 3.2.8. 52,416 470,251
Book value of property disposals 3.23. -52,416 -459,910
Gains on property disposals 3.2.3. _ 10,341
Management expenses 3.2.4. -19,863 -18,963
Earnings before interest, tax, depreciation and amortisation (EBITDA) 83,093 89,556
Depreciation and amortisation 3.25. -7,672 -8,999
Results from property valuation 3.2.6. 167,814 127,592
Operating result (EBIT) 243,235 208,149
Financing cost 3.2.7. -37,506 -51,055
Financing income 3.2.7. 15,550 6,021
Results from companies measured at equity 3.2.7. 14,693 3,597
Participating certificates result 3.1.13. 0 -5,964
Financial result -7,263 -47,401
Net income before tax (EBT) 235,972 160,748
Taxes on income 3.1.16. -31,822 -27,278
Consolidated net income m 133,470
of which attributable to shareholders in parent company 203,690 130,091
of which attributable to non-controlling interests 460 3,379
Earnings per share
undiluted = diluted 3.238. 3.08 1.97



Consolidated statement of

comprehensive iIncome

for the financial year 2018

EUR '000 Notes 2018 2017

Consolidated net income m 133,470
Change in value of cash flow hedges 5.1.2. -4,697 -197
Income taxes on cash flow hedges 5.1.2. 837 20
Reclassification of derivative valuation effects 5.1.2. 1,246 13,991
Reserve for foreign exchange rate differences 3.1.10. 1,328 165
Valuation of financial instruments available for sale 3.1.10. 0 39,738
Income taxes from measurement of financial instruments available for sale 3.1.10. 0 -10,893
Recycling for financial instruments available for sale (including income taxes) 3.1.10. 0 66

Other comprehensive income (realised through profit or loss) 42,890
Valuation of financial assets FVOCI -9,363 0
Income taxes from measurement of financial assets FVOCI -3 0
Remeasurement of post-employment benefit obligations -9 -220
Income taxes on remeasurement of post-employment benefit obligations

Other comprehensive income (not realised through profit or loss)

Other comprehensive income

of which attributable to shareholders in the parent company

of which attributable to non-controlling interests

Total comprehensive income

of which attributable to shareholders in parent company

of which attributable to non-controlling interests

2 54

-9,373 -166
-10,658 42,724

-10,658 40,473
0 2,251
193,491 176,194
193,031 170,564
460 5,630

CONSOLIDATED FINANCIAL STATEMENTS - Consolidated income statement
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Consolidated cash flow statement

for the financial year 2018

EUR '000 Notes 2018 2017
Net income before tax (EBT) 235,972 160,748
Results from property valuation 3.2.6. -167,814 -127,592
Depreciation and amortisation on intangible assets and equipment 3.2.5. 7,672 8,999
Gains/losses on property sales 3.2.3. 0 -10,341
Taxes on income paid 3.1.16. -5,600 -1,920
Participating certificates result 3.1.13. 0 5,964
Financing result 3.2.7. 7,263 41,437
Operating cash flow 77,295
Changes in net current assets
Receivables and other assets -3,5673 -2,561
Provisions, other financial and non-financial liabilities -967 184
Current liabilities 2,453 -2,250
Cash flow from operating activities 72,668
Cash flow from investing activities
Investments in property portfolio (rented properties, developing projects,
undeveloped land, owner-operated properties) -168,197 -116,435
Investments in intangible assets -88 -142
Investments in other fixed assets -1,088 -653
Disposal of equity instruments of other companies 3.1.4. 239 1,627
Acquisition of equity instruments of other companies 3.1.4. -162,661 -172,913
Investments in financial assets -3,863 -319
Disposals of financial assets 0 405
Investments in companies measured at equity -1,631 -3,761
Divestments in companies measured at equity 9,762 4,078
Net cash flow from deconsolidation of subsidiaries and other business units
less cash and cash equivalents 2.2.4. 22,126 336,036
Net cash flow from initial consolidations 22.4. 33 264
Net cash flow from changes in companies measured at equity 1,261 1,847
Disposals of properties 29,075 31,000
Dividends from companies measured at equity 551 50
Dividends received 3.1.4.|327. 12,968 3,961
Income from equity investments 3.1.4. 153 144
Interest received 3.2.7. 66 43
Cash flow from investing activities 85,132



EUR '000 Notes 2018 2017
Consolidated cash flow statement continued
Cash flow from financing activities
Purchase of own participating certificates 3.1.12. | 3.1.13. -550 -5,180
Bond issues 3.1.14. 148,862 0
Distribution minority shares -1,351 -29,623
Increases in financing 3.1.12. 198,143 159,073
Decreases in financing 3.1.12. -46,052 -209,877
Dividend payment 3.1.10. -26,481 -26,481
Repayment of participating certificates 3.1.12. | 3.1.13. -54,331 0
Distribution to participating certificates 3.1.12. | 3.1.13. -1,630 -2,400
Interest paid -30,831 -35,951
Cash flow from financing activities -150,439
Cash and cash equivalents 01 January 73,390 66,029
Net change in cash and cash equivalents -109 7,361
Cash and cash equivalents 31 December? 73,390

' The effects of currency translation differences on the cash and cash equivalents were immaterial and are therefore not shown separately.
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Changes

IN consolidated equity

Foreign
currency Equity Subtotal Non-
trans- Hedge instru- S IMMO cont-
Share Capital lation accounting ments Other share- rolling
EUR '000 capital reserves reserve reserve reserve? reserves holders interests Total
As of 01 January 2018 240,544 68,832 -17,200 -6,022 25,0563 629,608 940,815 3,611 944,426
Changeover effects of first-time
application of IFRS 9 (after tax) 0 0 0 0 1,478 0 1,478 0 1,478
Total after adjustment due to first-time
application of IFRS 9 240,544 68,832 -17,200 -6,022 26,531 629,608 942,293 3,611 945,904
Consolidated net income 0 0 0 0 0 203,690 203,690 460 204,150
Other comprehensive income 0 0 1,328 -2,614 -9,365 -7 -10,658 0
Change in non-controlling interests 0 0 0 0 0 0 0 -1,351 m
Other changes -53 63 10 0 -
Distribution for 2017 to shareholders ' -26,481 -26,481 0 6,481

As of 31 December 2018

0 0 0 0 0

As of 01 January 2017 240,544 68,832 -17,365 -17,585 -3,858 525,037 795,605 28,737 824,342
Consolidated net income 0 0 0 0 0 130,091 130,091 3,379 133,470
Other comprehensive income 0 0 165 11,563 28,911 -166 40,473 2,251 42,724
Change in non-controlling interests 0 0 0 0 0 1,127 1,127 -30,756 -29,629
Distribution for 2016 to shareholders 0 0 0 0 0 -26,481 -26,481 0 -26,481
As of 31 December 2017 240,544 68,832 -17,200 -6,022 25,0563 629,608 940,815 3,611 944,426

" The dividend distribution of KEUR 26,481 in 2018 corresponds to a dividend of EUR 0.40 (2017: EUR 0.40) per share, and was effected on 16 May 2018

2 See notes 3.1.4., formerly AFS reserve



Notes to the consolidated
flnancial statements

as of 31 December 2018

1. The Group

S IMMO Group (S IMMO AG and its subsidiaries) is an interna-
tional real estate group. The ultimate parent company of the
Group, S IMMO AG, has its registered office and headquarters at
Friedrichstrasse 10, 1010 Vienna, Austria. The company has been
listed on the Vienna Stock Exchange since 1987, since 2007 in
the Prime Market segment. S IMMO was included in the Austrian
ATX benchmark index for the first time on 18 September 2017. It
has subsidiaries in Austria, Germany, the Czech Republic, Slova-
kia, Hungary, Croatia, Romania and Bulgaria. As of 31 December
2018, S IMMO Group owned properties in all the above countries.
S IMMO Group is an international real estate group that engages
in buying, selling, real estate project development, letting, asset
management and operating hotels and shopping centres as well
as in revitalising and renovating properties in Austria, Germany
and CEE (Slovakia, Czech Republic, Hungary, Romania, Bulgaria
and Croatia).

2. Accounting and valuation policies

2.1. Accounting policies

The consolidated financial statements comply with the Interna-
tional Financial Reporting Standards (IFRS), including the inter-
pretations of the IFRS Interpretations Committee, the application
of which is mandatory in the European Union at the balance sheet
date, as well as supplementary provisions according to section
245a (1) Austrian Commercial Code (UGB).

The accounting policies of all companies included in consolida-
tion are based on the uniform accounting regulations of S IMMO
Group. The financial year for all companies included in consolida-
tion ends on 31 December.

The consolidated financial statements are presented rounded to
the nearest 1,000 euros (EUR 000 or kEUR). The totals of round-
ed amounts and the percentages may be affected by rounding
differences caused by the use of computer software.

All receivables and liabilities and all income and expenses be-
tween companies in the scope of consolidation are eliminated as
part of debt consolidation and the consolidation of income and
expenses. Interim results from intercompany transfers of proper-
ties are likewise eliminated.

2.2. Consolidation group and basis of consolidation

2.2.1. Subsidiaries

The consolidated financial statements include all the companies
(subsidiaries) over which the parent company has a controlling
influence through full consolidation. A controlling interest exists
where the parent company is directly or indirectly in a position to
have the power of disposition over the associated subsidiary and
determine the financial and business policies of the subsidiary in
such a way that the yield level can be influenced (risk exposure by
or claims related to fluctuating yields). A subsidiary is consolidat-
ed from the time when the controlling influence is acquired, and
deconsolidated when that influence ceases to exist.

The acquisition date is the date on which control of the new ac-
quisition is acquired. Costs incurred by S IMMO Group in the
course of acquisition, such as fees for due diligence reviews,
measurements and other consulting services, are recognised as
expenses in the period in which they have incurred.

If acquisitions result in business combinations as defined by IFRS
3, they are recognised according to the acquisition method. As-
sessing whether a transaction includes the acquisition of a busi-
ness requires a detailed analysis of the relevant structures and
processes.

If the company obtains control of a business through an acquisi-
tion, the acquisition costs are offset against the attributable fair
value of the identifiable net assets acquired to determine any dif-
ference. A positive difference is recognised as goodwill. If the
amount is negative, it is recognised by the S IMMO Group in prof-
it or loss after a further critical review of the recognition and meas-
urement of the assets and liabilities acquired.

If there are no business combinations as defined by IFRS 3, the
assets and liabilities acquired are recognised at the proportion-
ately attributable acquisition costs. Typically, hidden reserves rec-
ognised as part of share deals are mostly or exclusively attributa-
ble to properties.

Changes to interests in subsidiaries that do not lead to the estab-
lishment or loss of control are classified as equity transactions.
The book values of the interests held by the Group and accord-

CONSOLIDATED FINANCIAL STATEMENTS - Changes in consolidated equity
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ingly those held by the controlling shareholders are adjusted in
such a way that they reflect the changes to the ownership inter-
ests appropriately. The difference between the amount by which
the non-controlling interests are adjusted and the fair value of the
consideration received is recognised under equity and allocated
to the shareholders of S IMMO AG.

In the event of loss of control over a subsidiary, the attributable
assets and liabilities and the related non-controlling interests are
derecognised on the basis of the fictitious stand-alone disposal.
The remeasurement of any retained interests at fair value as of the
date of the loss of control is performed via the income statement
and represents the starting point for the future measurement as
an associate, joint venture, or equity investment. When obtaining
control over an existing joint venture or associate, the equity inter-
est previously held in the acquired enterprise should be remeas-
ured at fair value at the acquisition date. Any resulting gain or loss
is recognised in profit or loss or in other comprehensive income.

2.2.2. Non-controlling interests
S IMMO Group recognises non-controlling interests as the pro-
portionate share of identifiable net assets of the subsidiary.

Transactions with non-controlling interests not resulting in loss of
control are treated in the same way as transactions with the
Group’s shareholders. Any difference between the consideration
given and the relevant share of the book value of the net assets of
the subsidiary arising from the acquisition of a non-controlling in-
terest is recognised in equity. Gains and losses on the disposal of
non-controlling interests are also recognised in equity.

Changes to the shareholdings of the non-controlling interests that
do not lead to a loss of control of the S IMMO Group are recog-
nised as set out in 2.2.1.

2.2.3. Associates and joint ventures

Companies over whose business and financial policies the parent
company can directly or indirectly exercise a significant influence
(as arule, through a direct or indirect interest ranging from 20% to
50% of the share capital) and joint companies are included in the
consolidated financial statements at equity.

Interests in companies included at equity are initially recognised
at cost of acquisition. For associated companies and jointly con-
trolled companies included at equity, differences resulting from
consolidation are calculated in the same way as for fully consoli-
dated companies. The goodwill resulting from the acquisition of a
company included at equity is part of the book value and is not
subject to depreciation and amortisation. As part of the invest-
ment in the company included at equity, the goodwill is reviewed
for impairment. S IMMO AG's interest in the profit or loss of an at
equity consolidated company after the date of acquisition is in-
cluded in the consolidated income statement. The share of other
comprehensive income is recognised directly in the item other
comprehensive income in the consolidated statement of compre-
hensive income. The cumulative share of such changes increas-
es or reduces the book value of the interest. If S IMMO AG’s at-
tributable share of the accumulated losses of a company consol-
idated at equity exceeds the book value of the interest, excess
shares of losses are not recognised, except to the extent that they
give rise to obligations. In the event of distributions, the book
value of the interest is reduced by the proportionate amount. In-
tercompany profits and losses between S IMMO AG and at equity
consolidated companies are eliminated on consolidation.

If the ownership interest in companies recognised at equity
changes and the equity method continues to be applied, the pro-
portion of the gain or loss previously recognised in other compre-
hensive income attributed to the reduction in ownership interest is
to be reclassified to profit or loss if this gain or loss would be re-
quired to be reclassified to profit or loss on the disposal of the
related assets or liabilities.

2.2.4. Consolidation scope

Apart from S IMMO AG, the consolidated financial statements in-
clude 75 (2017: 76) companies (property holding and intermedi-
ary holding companies) that are fully consolidated and directly or
indirectly owned by S IMMO AG, and 12 (2017: 12) companies
included at equity.

Changes in the consolidation group in the financial year 2018
In the third quarter of 2018, HW.I. | ApS, Denmark, H.W.I. IV ApS,
Denmark, GPI'I| ApS, Denmark, GPI Il ApS, Denmark, and GPI Il
ApS, Denmark, were dissolved.

The previously consolidated Austrian company S IMMO Property
Zwei GmbH was sold in the fourth quarter of 2018.



The payment received consisted entirely of cash in the amount of
kEUR 22,202. The companies sold or business units had the fol-
lowing book values at the time of the disposal:

EUR '000 Book value
Current assets

Investment property 27,700
Other current assets 33
Cash and cash equivalents 76
Total assets 27,809
Non-current liabilities 5,342

Current liabilities

Total book value of disposals

Overview of the consolidation group 2018 on a company basis

In the second quarter of 2018, S IMMO Property Neun GmbH
(Austria) and S IMMO Property Zehn GmbH (Austria) were fully
consolidated in the consolidated financial statements of S IMMO
AG for the first time. In the fourth quarter of 2018, S IMMO Prop-
erty EIf GmbH (Austria), Vaci 113 Offices A Kft., (Hungary) and
Vaci 113 Offices B Hungary Kft. (Hungary) followed. A business
combination as per IFRS 3 did not occur for any of the newly
consolidated companies, as the definition of a business accord-
ing to IFRS 3 was not met.

Nominal Group Group Local Local Consolida- Consolida-

Nominal capital share % share % currency currency tion type tion type
Company Location capital 2018 2017 2018 2017 2018 2017 2018 2017
CEE Immobilien GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
CEE PROPERTY-INVEST Immobilien
GmbH A, Vienna 48,000,000 48,000,000 100 100 EUR EUR FC FC
CEE CZ Immobilien GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
German Property Invest Immobilien
GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
Hotel DUNA Beteiligungs Gesellschaft
m.b.H. A, Vienna 145,346 145,346 100 100 EUR EUR FC FC
AKIM Beteiligungen GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
SO Immobilienbeteiligungs GmbH A, Vienna 35,000 35,000 100 100 EUR EUR E@ FC
CEE Beteiligungen GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
E.V.I. Immobilienbeteiligungs GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
SIAG Berlin Wohnimmobilien GmbH A, Vienna 3,982,500 3,982,500 99.74 99.74 EUR EUR FC FC
E.I.A. eins Immobilieninvestitionsge-
sellschaft m.b.H. A, Vienna 36,336 36,336 100 100 EUR EUR FC FC
PCC-Hotelerrichtungs- und Betriebs-
gesellschaft m.b.H. & Co KG A, Vienna 8,299,238 8,299,238 88.13 74.69 EUR EUR FC FC
PCC-Hotelerrichtungs- und Betriebs-
gesellschaft m.b.H. A, Vienna 36,336 36,336 100 100 EUR EUR FC FC
Neutorgasse 2-8 Projektverwertungs
GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
H.S.E. Immobilienbeteiligungs GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
A.D.Il. Immobilien Beteiligungs GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
QBC Management und Beteiligungen
GmbH & Co KG A, Vienna 35,000 35,000 85 35 EUR EUR B E
QBC Immobilien GmbH A, Vienna 60,000 60,000 21.02 21.02 EUR EUR E E
QBC Management und Beteiligungen
GmbH A, Vienna 35,000 35,000 85 35 EUR EUR E E
QBC Alpha SP Immomanagement
GmbH A, Vienna 35,000 35,000 35 35 EUR EUR E E
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Nominal Group Group Local Local Consolida- Consolida-

Nominal capital share % share % currency currency tiontype tion type
Company Location capital 2018 2017 2018 2017 2018 2017 2018 2017
QBC Gamma SP Immomanagement
GmbH A, Vienna 35,000 35,000 35 35 EUR EUR E E
QBC Omega SP Immomanagement
GmbH A, Vienna 35,000 35,000 85 35 EUR EUR E E
QBC Immobilien GmbH & Co Alpha
KG A, Vienna 10,000 10,000 85 35 EUR EUR E E
QBC Immobilien GmbH & Co Zeta KG A, Vienna 10,000 10,000 21.02 21.02 EUR EUR E E
QBC Immobilien GmbH & Co Omega
KG A, Vienna 10,000 10,000 35 35 EUR EUR E E
BGM-Erste Group Immorent GmbH
& Co KG A, Vienna 4,342,202 4,360,370 22.93 22.83 EUR EUR E E
S IMMO Property Invest GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S Immo Immobilien Investitions GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Beteiligungen GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
Siebenbrunnengasse 21 GmbH &
Co KG A, Vienna 300 300 100 100 EUR EUR FC FC
S IMMO Property Eins GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Vier GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Funf GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Sechs GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Sieben GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Acht GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Property Neun GmbH A, Vienna 35,000 n/a 100 n/a EUR n/a FC n/a
S IMMO Property Zehn GmbH A Vienna 35,000 n/a 100 n/a EUR n/a FC n/a
S IMMO Property EIf GmbH A Vienna 35,000 n/a 100 n/a EUR n/a FC n/a
Viertel Zwei Hoch GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
Viertel Zwei Plus GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
S IMMO Group Finance GmbH A, Vienna 35,000 35,000 100 100 EUR EUR FC FC
WASHINGTON PROEKT EOOD BG, Sofia 4,054,450 45,000 100 100 BGN BGN FC FC
ELTIMA PROPERTY COMPANY s.r.o.  CZ, Prague 100,000 100,000 100 100 CzK CzK FC FC
REGA Property Invest s.r.0. CZ, Prague 200,000 200,000 100 100 CzK CzK FC FC
Latzow-Center GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
lkaruspark GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
S IMMO Germany GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
S Immo Geschéftsimmobilien GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
Markt Carree Halle Immobilien GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
Tolz Immobilien GmbH D, Berlin 25,000 25,000 99.74 99.74 EUR EUR EC FC
Einkaufs-Center Sofia G.m.b.H. &
Co KG D, Hamburg 87,000,000 87,000,000 65 65 EUR EUR FC FC
SIAG Deutschland Beteiligungs-
Verwaltungs GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
SIAG Deutschland Beteiligungs GmbH
& Co. KG D, Berlin 100,000 100,000 94.90 94.90 EUR EUR FC FC
SIAG Leipzig Wohnimmobilien GmbH D, Berlin 750,000 750,000 99.74 99.74 EUR EUR FC FC
Maior Domus Hausverwaltungs GmbH D, Berlin 25,000 25,000 100 100 EUR EUR E@ FC
SIAG Property | GmbH D, Berlin 25,000 25,000 100 100 EUR EUR EC FC
SIAG Property Il GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
S IMMO Berlin | GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC




Nominal Group Group Local Local Consolida- Consolida-

Nominal capital share % share % currency currency tiontype tion type
Company Location capital 2018 2017 2018 2017 2018 2017 2018 2017
S IMMO Berlin Il GmbH D, Berlin 25,000 25,000 100 100 EUR EUR FC FC
S IMMO Berlin Il GmbH D, Berlin 25,000 25,000 93 93 EUR EUR FC FC
S IMMO Berlin IV GmbH D, Berlin 25,000 25,000 93 93 EUR EUR FC FC
S IMMO Berlin V GmbH D, Berlin 25,000 25,000 100 93 EUR EUR FC FC
Bank-garazs Kift. H, Budapest 3,000,000 3,000,000 100 100 HUF HUF FC FC
CEE Property-Invest Kft. H, Budapest 110,000,000 110,000,000 100 100 HUF HUF FC FC
Maros utca Kift. H, Budapest 3,000,000 3,000,000 100 100 HUF HUF EC FC
BUDA Kift. H, Budapest 3,000,000 3,000,000 100 100 HUF HUF FC FC
Duna Szalloda Zrt. H, Budapest 5,000,000 5,000,000 100 100 HUF HUF FC FC
City Center Irodah&z Kft. H, Budapest 44,370,000 44,370,000 100 100 HUF HUF FC FC
Szegedi Ut Kft. H, Budapest 3,000,000 3,000,000 100 100 HUF HUF FC FC
Nagymezo Kift. H, Budapest 462,590,000 462,590,000 100 100 HUF HUF FC FC
CEE Property-Invest Hungary 2003 Kft. H, Budapest 3,000,000 3,000,000 100 100 HUF HUF FC FC
S IMMO APM Hungary Kft. H, Budapest 20,000,000 20,000,000 100 100 HUF HUF FC FC
Vaci 113 Offices A Kift. H, Budapest 3,000,000 n/a 100 n/a HUF n/a FC n/a
Vaci 113 Offices B Hungary Kit. H, Budapest 3,000,000 n/a 100 n/a HUF n/a FC n/a
SOCIETATE DEZVOLTARE
COMERCIAL SUDULUI (SDCS) SRL RO, Bucharest 157,642,390 157,642,390 100 100 RON RON FC FC
VICTORIEI BUSINESS PLAZZA SRL RO, Bucharest 18,852,144 18,852,144 100 100 RON RON FC FC
DUAL CONSTRUCT INVEST SRL RO, Bucharest 80,732,000 80,732,000 100 100 RON RON FC FC
ROTER INVESTITII IMOBILIARE SRL RO, Bucharest 10,289,770 4,472,020 100 100 RON RON FC FC
CII CENTRAL INVESTMENTS
IMMOBILIARE SRL RO, Bucharest 3,873,010 1,816,000 47 47 RON RON E E
Galvaniho Business Centrum, s.r.0. SK, Bratislava 6,639 6,639 100 100 EUR EUR FC FC
GALVANIHO 2, s.1.0. SK, Bratislava 6,639 6,639 100 100 EUR EUR FC FC
IPD — International Property
Development, s.r. 0. SK, Bratislava 33,194 33,194 51 51 EUR EUR E E
SIAG Fachmarktzentren, s.r.0. SK, Bratislava 6,639 6,639 100 100 EUR EUR EC FC
SIAG Hotel Bratislava, s.r.0. SK, Bratislava 6,639 6,639 100 100 EUR EUR FC FC
GALVANIHO 4, s.1.0. SK, Bratislava 33,195 33,195 100 100 EUR EUR FC FC
EUROCENTER d.0.0. HR, Zagreb 20,000 20,000 100 100 HRK HRK FC FC

The following subsidiaries were not included in the consolidation
group due to their immateriality for the consolidated financial
statements as of 31 December 2018. They had a book value in
the amount of KEUR 327 as of 31 December 2018 (31 December
2017: KEUR 307). The non-consolidated subsidiaries include
Einkaufs-Center Sofia Verwaltungs G.m.b.H., Germany, Hamburg
(nominal capital KEUR 25, Group share 65%), SIAG Multipurpose
Center, s.r.o., Slovakia, Bratislava (nominal capital KEUR 7,
Group share 100%), the S IMMO Property Zwolf GmbH, Austria,
Vienna (nominal capital KEUR 35, Group share 100%) and the
SMART OFFICE DOROBANTI S.R.L., Romania, Bucharest (nom-
inal capital KRON 93, Group share 100%). Due to company
law-related rules, IPD — International Property Development, s.r.0.
is valued at equity.
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2.3. Reporting currency and currency translation

The Group’s reporting currency is the euro. For subsidiaries that
prepare their accounts in foreign currencies and investments ac-
counted for using the equity method, the functional currency of
individual Group companies is determined by the respective eco-
nomic environment in which they mainly operate. A key determin-
ing factor here is the currency in which the majority of cash flows,
goods and services are settled in the relevant country. When the
functional currency is not obvious, in accordance with IAS 21
management uses its judgement to determine the functional cur-
rency that most faithfully represents the economic effects of the
underlying transactions and events:

For the subsidiaries in Romania, Croatia, the Czech Republic and
the majority of the subsidiaries in Hungary, management has
defined the euro as the functional currency. The decision took
account of the fact that the macroeconomic development of
these economies is also influenced by the euro area. In addition,

S IMMO concludes lease agreements in these countries in euro.
Property financing is also in euro.

For the one subsidiary operating in Bulgaria and the two subsidi-
aries in Hungary, the functional currency is still the local currency.
For those Group companies for which the local currency is equiv-
alent to the functional currency, functional currencies are trans-
lated into the reporting currency in accordance with IAS 21 as
follows:

(a) assets and liabilities at the closing rate,
(b) income and expenses at the average rate for the period,
(c) equity at historical rates,

(d) all resulting exchange differences are recognised in the

foreign currency translation reserve under equity.

Foreign currencies have been translated using the following ex-
change rates:

Czech Republic Hungary Bulgaria Romania Croatia

CzZK HUF BGN RON HRK

Closing rate 31 December 2018 25.724 320.980 1.956 4.664 7.413
Average rate in 2018 25.678 319.973 1.956 4.656 7.419
Closing rate 31 December 2017 25.535 310.330 1.956 4.659 7.440
Average rate in 2017 26.289 309.310 1.956 4.574 7.457

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing on the transaction
date or, in the case of revaluations, on the valuation date. Gains
and losses resulting from the settlement of such transactions or
from the translation of monetary assets and liabilities denominat-
ed in foreign currencies at the exchange rate prevailing on the
balance sheet date are recognised in the income statement.



2.4. New mandatory accounting regulations

2.4.1. New standards and interpretations

In the preparation of the consolidated financial statements, the
following amendments to the existing IAS, IFRS and interpreta-
tions, and the newly issued standards and interpretations were
taken into consideration.

Standard Title of the standard Initial application
IFRS 9 Financial instruments 01 January 2018
IFRS 15 Revenue from Contracts with Customers 01 January 2018

Amendments to IFRS 2

Classification and Measurement of Share-based Payment Transactions

01 January 2018

Amendments to IFRS 4

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

01 January 2018

Amendments to IFRS 15 Clarifications to IFRS 15

01 January 2018

Amendments to IAS 40

Transfers of property to or from investment property

01 January 2018

IFRIC 22

Foreign Currency Transactions and Advance Consideration

01 January 2018

Annual Improvements to

IFRSs 2014-2016 Amendments to IFRS 1 and IAS 28

01 January 2018

None of the new effective standards had a material impact on
these consolidated financial statements.

IFRS 9 Classification and measurement of financial assets and
financial liabilities

IFRS 9 ‘Financial Instruments’ deals with the classification, recog-
nition and measurement of financial assets and financial liabili-
ties. The complete version of IFRS 9 was published in July 2014.
This standard replaces IAS 39, ‘Financial Instruments: Recogni-
tion and Measurement’, with the exception of the option to retain
hedge accounting under IAS 39 (provisionally). In addition, the
requirements of IFRIC 9 ‘Reassessment of Embedded Deriva-
tives’ were integrated in IFRS 9.

Classification and assessment
IFRS 9 retains the mixed measurement model with simplifications
and creates three valuation categories for financial assets:

W amortised cost,

W fair value through other comprehensive income (FVOCI),
W fair value through profit or loss (FVTPL).
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The classification is based on the business model of the reporting
entity and the characteristics of the contractual cash flows of the
financial asset. Investments in equity instruments are generally
measured at fair value through profit or loss. Initial recognition is
the only time that there is an irrevocable option to report changes
in their fair value in other comprehensive income. Financial liabili-
ties are measured at cost if the SPPI criterion is fulfilled.

IFRS 9 largely retains the existing requirements of IAS 39 for the
classification of financial liabilities.

The first-time adoption of IFRS 9 has not had a material impact on
the Group’s accounting policies related to financial liabilities and
derivative financial instruments.
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The following table and accompanying declarations explain the
original valuation categories under IAS 39 and the new valuation

Initial book value

New book value

categories under IFRS 9 for every class of the Group’s financial
assets and financial liabilities as of 01 January 2018.

ASSETS Initial valuation method New valuation method according according to according to

EUR '000 according to IAS 39 to IFRS 9 IAS 39 IFRS 9 Difference

Non-current assets EUR '000 EUR '000 EUR 000
Equity instrument at

Group interests amortised cost Financial assets FVOCI 535 2,505 1,970

Group interests Available for sale Financial assets FVTPL 307 307 0

Loans to companies valued

using the equity method Loans and receivables Financial assets at acquisition cost 10,946 10,946 0

Other financial assets Derivatives Derivatives 1,170 1,170 0

Other financial assets Available for sale Financial assets FVOCI 298,560 298,560 0

Other financial assets Held to maturity Financial assets FVTPL 445 445 0

Current assets

Trade receivables Loans and receivables Financial assets at acquisition costs 8,447 8,447 0

Other financial assets Loans and receivables Financial assets at acquisition costs 6,607 6,607 0

Cash and cash equivalents  Loans and receivables Financial assets at acquisition costs 73,390 73,390 0

Total

EQUITY & LIABILITIES

Initial valuation method

New valuation method according

400,407

Initial book value
according to

New book value
according to

EUR '000 according to IAS 39 to IFRS 9 IAS 39 IFRS 9 Difference

Non-current liabilities EUR '000 EUR '000 EUR '000
Financial liabilities at

Issued bonds amortised cost Financial liabilities at acquisition cost 287,518 287,518 0

Other financial liabilities Derivatives Derivatives 17,130 17,130 0
Financial liabilities at

Other financial liabilities amortised cost Financial liabilities at acquisition cost 669,459 669,459 0

Current liabilities

Subordinated participating Financial liabilities at

certificate capital amortised cost Financial liabilities at acquisition cost 56,717 56,717 0
Financial liabilities at

Financial liabilities ' amortised cost Financial liabilities at acquisition cost 113,398 113,398 0
Financial liabilities at

Trade payables amortised cost Financial liabilities at acquisition cost 7,363 7,363 0

Total

wisisss]  tistes] o

" Including bond interest accrued

For one Group interest in ERSTE Immobilien Kapitalanlagege-
sellschaft m.b.H previously measured at amortised cost less im-
pairment, the book value was adjusted by kEUR 1,970 on the
basis of IFRS 9. The change was recognised via an adjustment to
the opening balance of the reserves in shareholders’ equity.
When IFRS 9 went into effect, this Group interest was designated
as a financial asset measured at FVOCI.

With regard to equity investments, a distinction is made between
shelf companies for operational purposes, which will be recog-

nised at FVTPL, and a financial equity investment (ERSTE Immo-
bilien Kapitalanlagegesellschaft m.b.H.) at FVOCI.

Other financial assets include mainly shares in the companies
IMMOFINANZ AG and CA Immobilien Anlagen AG that were ac-
counted for as available-for-sale securities according to IAS 39
until the initial application of IFRS 9. At the time of the initial appli-
cation of IFRS 9, the Management Board took the decision to
recognise these equity instruments at fair value through other
comprehensive income (FVOCI). As a result, the cumulative his-
torical gains and losses from the previous measurement at fair



value were reclassified from other comprehensive income (real-
ised through profit or loss) to other comprehensive income (not
realised through profit or loss) as of 01 January 2018. In contrast
to IAS 39, IFRS 9 no longer permits recycling from other compre-
hensive income to the income statement.

Hedge Accounting

IFRS 9 facilitates hedge accounting. An economic relationship
between the hedged item and the hedging instrument is required.
In addition, the hedging relationship must correspond to what the
management actually uses for risk management purposes. Si-
multaneous documentation is still required. In addition, potential
sources of ineffectiveness must now be disclosed in hedge doc-
umentation. It should be noted that reporting entities may elect to
apply IFRS 9 or IAS 39 for their hedge accounting. The decision
must be consistent. At the start of each financial year after initial
application, it is possible to change the exercise of the option and
to apply IFRS 9 to all hedging relationships. However, if hedge
accounting treatment of IAS 39 is to be maintained, the other reg-
ulations of IFRS 9 must be applied or disclosures required by
IFRS 7 must be made.

The new hedge accounting rules align the accounting treatment
for hedges more closely with the Group’s risk management activ-
ities. More hedges may be eligible for hedge accounting, as
IFRS 9 introduces a principle-based approach.

The Group intends to make use of the option of continuing to
apply the rules of IAS 39 for the purposes of hedge accounting.

Impairment losses (expected credit losses)

IFRS also introduces a new ‘expected losses’ impairment model
that replaces the IAS 39 model based on the ‘incurred losses’
principle. The categorisation and measurement of financial liabili-
ties generally have not changed. The new impairment model re-
quires impairment to be recognised on the basis of expected
credit losses (expected credit loss model) instead of using the
incurred loss model in accordance with IAS 39. This rule applies
to financial assets measured at amortised cost, debt instruments
measured at FVOCI, contract assets under IFRS 15, lease receiv-
ables, loan commitments and certain financial guarantees.

For its trade receivables, the Group uses the simplified model for
trade receivables without significant financing components and
calculates the loss allowance accordingly at an amount equal to
lifetime expected losses. The expected credit loss is therefore de-
termined based on a provision matrix in which the financial assets
are reorganised according to maturity structure and the respec-
tive default rates are determined for different maturity bands. To
prepare a provision matrix, historical information about actually
incurred defaults are first taken into account. However, in addition
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to the historical perspective, the Group considers a range of for-
ward-looking information and expectations as well.

Overall, the transition to IFRS 9 had no material impact on the
provision for trade receivables.

Bank balances will from now on be analysed based on the default
probabilities observed in the market. There were no significant
impacts.

S IMMO holds equity in several special-purpose entities that are
accounted for using the equity method. These entities build prop-
erties. As of 31 December 2018, there are three loans in the
amount of EUR 4.2m (2017: EUR 10.9m) to exclusively Austrian
companies accounted for using the equity method. The Group
monitors changes in credit risk by tracking published regulatory
risk weightings. There were no significant impacts.

The Group exercised the option not to restate prior period infor-
mation to reflect changes in classification and measurement (in-
cluding impairment). Therefore, the information presented for
2017 generally conforms to the requirements of IAS 39, not
IFRS 9.

IFRS 15 ‘Revenues from Contracts with Customers’

IFRS 15 ‘Revenue from Contracts with Customers’ governs reve-
nue recognition and thus supersedes IAS 11 ‘Construction Con-
tracts’, IAS 18 ‘Revenue’, SIC 31 ‘Revenue — Barter Transactions
Involving Advertising Services’, IFRIC 13 ‘Customer Loyalty Pro-
grammes’, IFRIC 15 ‘Agreements for the Construction of Real
Estate’ and IFRIC 18 ‘Transfers of Assets from Customers’. The
objective of IFRS 15 is to create principles that an entity must
apply in reporting information that is useful for decision-making
purposes to users of the financial statements with regard to the
nature, amount, timing and uncertainty of revenue and cash flows
arising from a contract with a customer. In accordance with IFRS
15, revenue must be recognised when the customer obtains con-
trol over the agreed goods and services and can derive benefits
from them. The new standard provides a five-step model frame-
work for determining the revenue to be recognised. IFRS 15 also
includes several disclosure requirements regarding the nature,
amount, timing and uncertainty of revenue and cash flows arising
from contracts with customers.

The Group adopted IFRS 15 for the first time as of 01 January
2018.
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In the property sector, the impact of IFRS 15 is mainly felt in the
development of property for disposal (properties held for sale). In
contrast to the previous revenue recognition principles, for prop-
erty development projects of this kind, revenue from the sale will
be recognised in future at the time of signing (time period-related
revenue recognition) and no longer on the date the benefits/en-
cumbrances are transferred (date-related revenue recognition).
The S IMMO Group has no such property development projects.

The first-time adoption of the standard did not create a need to
adjust the opening balances.

The distinction between revenue recognition over a period in time
and a point in time has no impact on the income streams of
S IMMO (rental income, revenues from operating costs, revenues
from hotel operations).

IFRS 15 has no material impact, and therefore no contract assets/
liabilities need to be recognised.

Amendments to IFRS 4

The amendments to IFRS 4 affect the first-time adoption of IFRS 9
by insurance companies. Since the Group does not fall under the
scope of IFRS 4, the amendments have no impact on the con-
solidated financial statements.

Amendments to IAS 40 — Transfers of property to or from
investment property

The amendments to IAS 40 clarify when a property’s classification
as an investment property begins or ends if the property is still
under construction or development. The previous exhaustive list
in IAS 40.57 did not clearly specify how to classify property that
has not yet been completed. The list has been explicitly changed
to a non-exclusive list to expand the scope of the rule to include
property that has not yet been completed The amendments have
no material impact on the consolidated financial statements of
S IMMO AG.

IFRIC 22 - Foreign Currency Transactions and Advance
Consideration

IFRIC 22 addresses an application issue in IAS 21, The Effects of
Changes in Foreign Exchange Rates. It clarifies the date of the
transaction for the purpose of determining the exchange rate for
foreign currency transactions that include the receipt or payment
of advance consideration. For the purpose of determining the for-
eign exchange rate for the underlying asset, income or expense,
the date of the transaction is the date of initial recognition of the
asset or liability resulting from the advance consideration.

This did not result in any material impact on the consolidated fi-
nancial statements of S IMMO AG.

Annual Improvements to IFRSs 2014-2016

The Annual Improvements to IFRSs (2014-2016) amended three
IFRSs, including amendments to IFRS 1 and IAS 28 that became
effective in 2018:

IAS 28 clarifies that the option to measure an investment in an
associate or a joint venture that is held by an entity that is a ven-
ture capital organisation, or other qualifying entity, can be exer-
cised differently for each investment on an investment-by-invest-
ment basis.

The amendment also deleted the short-term exemptions in
Appendix E of IFRS 1 (IFRS 1 paragraphs E3-E7) for first-time
adopters of IFRSs.

The amendments have no impact on the consolidated financial
statements of S IMMO AG.



2.4.2. New standards not yet required to be applied at the
balance sheet date

Standard Title of standard

Mandatory first-time ad-
option

IFRS 16 Leases

01 January 2019

Amendments to IFRS 9 Prepayment Features with Negative Compensation

01 January 2019

IFRIC 23 Uncertainty over Income Tax Treatments

01 January 2019

Application takes place for financial years that begin on or after
the ‘first-time adoption’ date.

IFRS 16

IFRS 16 ‘Leases’ replaces IAS 17, IFRIC 4, SIC-15 and SIC-27.
The standard governs the recognition, measurement, presenta-
tion and disclosure requirements for leases in financial state-
ments.

The standard stipulates a single accounting model for lessees.
Under this model, lessees must recognise all assets and liabilities
from leases in the statement of financial position, unless the term
is twelve months or less or the asset in question is a low-value
asset. The simplifications represent options. Lessors continue to
distinguish between finance and operating leases for accounting
purposes.

In relation to multi-component agreements, a separation and
separate accounting of individual leasing and non-leasing com-
ponents is to be taken into account in accordance with IFRS 16.
The expense of recognised leasing components and unrecog-
nised service components (for S IMMO mainly regarding car leas-
ing and is of minor importance as a whole) is therefore of addi-
tional significance for the Group within the scope of IFRS 16. If
several components meet the definition of leasing, the account-
ing policies of IFRS 16 are to be applied to each separately iden-
tifiable component and represented separately from non-leasing
components.

However, the lessee has the option to waive the separation of
leasing and non-leasing components and account for the entire
contract according to IFRS 16. This option can be exercised con-
sistently at the level of asset classes of underlying leased items.

However, the separation of individual components of the agree-
ment is mandatory for lessors, i.e. unlike lessees, they do not
have the option to waive the allocation as lessors are expected to
have detailed knowledge of the individual components in order to
perform a fair (individual) pricing.

IFRS 16 is effective for annual reporting periods beginning on or

after 01 January 2019. The Group is not applying the standard
early.
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Transition to IFRS 16
The Group will apply the modified retrospective transition ap-
proach and measure the right-of-use asset at the value of the
leasing liability. Prior-year figures are not being adjusted. In addi-
tion, the Group applies IFRS 16 to all the leases already identified
as such under IAS 17.

Pursuant to IFRS 16.5, the S IMMO Group elects not to recognise
an asset and a corresponding liability for short-term leases and
leases where the underlying asset has a low value.

The IFRS 16 implementation project is at an advanced stage. In
addition to inventorying the contracts, calculations have been
made to determine the quantitative impact of the first-time adop-
tion of IFRS 16. The expected transition effects as of 01 January
2019 have been internally communicated to the chief operating
decision maker. The transition effects shown below are based on
the findings of the transition project and merely provide an indica-
tion of the actual impacts of first-time adoption. While the Group
expects there to be no material differences between the estimat-
ed and actual transition effects, changes may nonetheless occur
as the transition project is finally implemented. The calculations of
the leasing liabilities and right-of-use assets already took account
of the provisions of IFRS 16 regarding terms and variable lease
payments.

Expected impacts of IFRS 16

IFRS 16 will primarily affect the accounting treatment of contracts
classified as operating leases under IAS 17. The S IMMO Group
is a lessee, as this term is defined in IFRS 16, primarily in connec-
tion with real estate. Under IAS 17, buildings were classified as
finance leases while land parcels that the Group has a right to
erect a building on were classified as operating leases.

As of the reporting date, the Group has non-cancellable operat-
ing lease obligations of roughly EUR 11.3m. Under IAS 17, these
leases were carried as liabilities off the statement of financial po-
sition. The lease payments were expensed on a periodic basis.

Approximately kEUR 22 of all the liabilities cited above relate to
leases with terms of 12 months or less as of the balance sheet
date. The accounting treatment of leases with short terms and
leases for assets of low value does not change since the compa-

CONSOLIDATED FINANCIAL STATEMENTS - Notes to the consolidated financial statements



80

81

ny has elected to apply the exemptions for these classes of leas-
es. The Group recognises expenses from these contracts in prof-
it and loss as soon as they are incurred under IFRS 16 as well.

With regard to the other lease obligations, the Group assumes
it will recognise rights of use of approximately EUR 4.7m as
assets and leasing liabilities of approximately EUR 4.7m as
liabilities as of 01 January 2019. There are no impacts on net
assets as of the first-time adoption date.

Most of the right-of-use assets come from land on which the
Group has aright to erect a building (approximately EUR 4.6m as
of 01 January 2019). These are classified under IFRS 16.34 as
investment property and thus measured at fair value.

The inventorying of contracts identified contracts where the
Group is a lessee and the contract contains a lease component
and a service component. The Group plans to exercise the option
granted in IFRS 16.15 and account for the entire contract (lease
and service components) according to IFRS 16. The leasing lia-
bility and right-of-use asset must be measured on the basis of the
payments underlying the entire contract. The associated transi-
tion effects have already been accounted for in the adjustments
described in the previous paragraph.

Due to preliminary calculations the Group assumes that the first-
time adoption of IFRS 16 will increase EBITDA as well as EBIT by
less than kEUR 500. The increase of EBITDA is because EBITDA
included the expenses from operating leases under IAS 17 where-
as under IFRS 16 it no longer includes the depreciation of the
right-of-use asset or the interest expenses from the leasing obli-
gation. Due to the depreciation and the negative interest effect,
only minor changes are assumed for EBT and the annual result
so that according to the preliminary estimations an overall effect
on earnings of less than KEUR 100 is expected.

Under IAS 17, operating lease payments were classified as oper-
ating cash flow. Under IFRS 16, ongoing principal payments for
the leasing liability have to be classified as cash flow from financ-
ing activities. This increases operating cash flow by less than
KEUR 500 and reduces cash flow from financing activities by a
corresponding amount.

At the time of the transition to IFRS 16, leases classified as fi-
nance leases under IAS 17 have to be recognised in the same
way as before. However, IFRS 16 imposes certain changes to the
recognition of right-of-use assets, particularly with respect to the

initial direct costs and residual value guarantees. That said, these
changes are not transition effects resulting from the first-time
adoption of IFRS 16, but are effects that arise after the transition
to IFRS 16.

The adoption of IFRS 16 has no material impact on the S IMMO
Group's accounting as a lessor (letting of properties). However,
several additional disclosures will be required starting next year.

Amendments to IFRS 9 — Prepayment Features with Negative
Compensation

The amendments relate to a limited adjustment of the assess-
ment criteria used to classify financial assets. Prepayment fea-
tures with negative compensation can be measured at amortised
cost or at fair value through other comprehensive income instead
of at fair value through profit or loss if certain conditions are met.

The amendments are effective as of 01 January 2019.

The Group is not expecting this to have a material impact on the
consolidated financial statements.

IFRIC 23 Uncertainty over Income Tax Treatments

The tax treatment of certain situations and transactions may de-
pend on future recognition by the tax administration or tax courts.
IAS 12 Income Taxes describes how to account for actual and
deferred taxes. IFRIC 23 supplements the rules in IAS 12 to ad-
dress uncertainty regarding the income tax treatment of situations
and transactions.

The interpretation is effective for the first reporting period of a fi-
nancial year beginning on or after 01 January 2019. Earlier appli-
cation is permitted.

The Group is not expecting this to have a material impact on the
consolidated financial statements.



The following standards and interpretations are not applied and
have yet not been adopted by the EU:

Standard Title of standard First-time adoption
IFRS 14 Regulatory Deferral Accounts !
IFRS 17 Insurance Contracts 01 January 2022

Amendments to IFRS 3 Definition of a Business

01 January 2020

Amendments to IAS 1

and 8 Definition of material

01 January 2020

Amendments to IFRS 10
and IAS 28

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture 2

Amendments to IAS 28

Long-term Investments in Associates and Joint Ventures

01 January 2019

Amendments to IAS 19 Plan Amendment, Curtailment and Settlement

01 January 2019

Conceptual framework

Amendments to References to the Conceptual Framework

01 January 2020

Annual Improvements to
IFRS 2015-2017

Amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23

01 January 2019

1 IASB effective on 01 January 2016. EU-Endorsement is not intended.

2 0n 17.12.2015 IASB concluded to postpone the first-time adoption of these amendment standards for an indefinite period.

Since IFRS 17 applies to the insurance industry, the Group does
not expect the timing of the mandatory first-time adoption to have
any effect on its financial statements.

Amendments to IFRS 3 — Definition of a Business

With this amendment, the IASB clarifies that to be considered a
business, a set of activities and assets must include, at a mini-
mum, an input and a substantive process that together signifi-
cantly contribute to the ability to create output. In addition, the
IASB has narrowed the definition of output to goods and services
provided to customers and by removing the reference to cost re-
ductions. The amendments also add an optional concentration
test that makes it easier to identify a business. The amendments,
if adopted by the EU, are effective for business combinations for
which the acquisition date is on or after 01 January 2020. Earlier
application is permitted.

The Group is not expecting this to have a material impact on the
consolidated financial statements and will not apply the standard
early.

Amendments to IFRS 1 and IAS 8 — Definition of Material

The amendments create a consistent, more precise definition of
‘material’ with regard to financial statement information and sup-
plement this definition with illustrative examples. The amend-
ments also harmonise the definitions from the conceptual frame-
work, IAS 1, IAS 8 and IFRS Practice Statement 2 Making Materi-
ality Judgements. The amendments, if adopted by the EU, are
effective as of 01 January 2020. Earlier application is permitted.

The Group is not expecting this to have a material impact on the
consolidated financial statements.
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Amendments to IFRS 10 and IAS 28 — Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture
The amendments address a known conflict between the require-
ments of IFRS 10 and IAS 28 (2011) in the event of the sale or
contribution of assets to an associate or joint venture.

IFRS 10 requires a parent entity to recognise in profit or loss the
full amount of the gain or loss resulting from the sale of a subsid-
iary on the loss of control. In contrast, IAS 28.28, which is current-
ly effective, requires that gains and losses resulting from disposal
transactions between an investor and an investee accounted for
using the equity method — whether an associate or a joint venture
—be recognised only to the extent of the unrelated investors’ inter-
ests in the associate or joint venture.

In the future, the overall gain or loss from a transaction will be
recognised only if the assets contributed or sold constitute a busi-
ness for the purposes of IFRS 3, regardless of whether the trans-
action is designed as a share deal or asset deal. If the assets do
not constitute a business, the gain or loss should be recognised
in profit or loss solely on a pro rata basis.

The IASB has postponed the first-time adoption date for the
amendments until further notice.

Amendments to IAS 28 — Long-term Investments in Associates
and Joint Ventures

The amendments clarify that IFRS 9 applies to long-term interests
in an associate or joint venture to which the equity method is not
applied.
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The amendments, if adopted by the EU, are effective as of 01
January 2019.

The Group is not expecting this to have a material impact on the
consolidated financial statements.

Amendments to IAS 19 — Plan Amendment, Curtailment and
Settlement

Under IAS 19, pension obligations have to be remeasured on a
plan amendment, curtailment or settlement based on updated
assumptions.

The amendment clarifies that if such an event occurs, the service
cost and the net interest for the rest of the period have to be de-
termined using updated assumptions.

The amendments, if adopted by the EU, are effective for the first
reporting period of a financial year beginning on or after 01 Janu-
ary 2019. Earlier application is permitted.

The Group is not expecting this to have a material impact on the
consolidated financial statements.

Amendments to References to the Conceptual Framework
The revised conceptual framework now consists of an introduc-
tory section, Status and purpose of the conceptual framework,
and eight complete sections.

It now contains the sections The reporting entity and Presentation
and disclosure; the section Recognition now also contains
Derecognition.

The content was also changed. For example, income is no longer
divided into revenues and gains.

As a result of the amendments to the conceptual framework, ref-
erences to the framework in various standards were amended as
well.

The Group is not expecting this to have a material impact on the
consolidated financial statements.

Annual Improvements to IFRSs 2015-2017
The Annual Improvements to IFRSs (2015-2017) amended four
IFRSs.

The amendments to IFRS 3 clarify that when an entity obtains
control of a business in which it previously held equity (joint oper-
ation), it must apply the principles for successive business com-
binations. It must remeasure the interests that it previously held in
that business.

The amendments to IFRS 11 clarify that when an entity obtains
joint control of a business in which it previously held equity (joint
operation), it does not remeasure previously held interests in that
business.

IAS 12 is amended so that all the income tax consequences of
dividend payments receive the same accounting treatment as the
income on which the dividends are based.

Finally, the amendments to IAS 23 clarify that the costs of borrow-
ing funds specifically for the procurement of qualifying assets
must not be used to determine the capitalisation rate on general
borrowings taken out for the procurement of qualifying assets un-
til these assets are completed.

The amendments, if adopted by the EU, are effective for the first
reporting period of a financial year beginning on or after 01 Janu-
ary 2019. Earlier application is permitted.

The Group is not expecting this to have a material impact on the
consolidated financial statements.



2.5. Changes in accounting and valuation policies
Apart from the new standards described under 2.4.1., there were
no changes in accounting and valuation policies or in the pres-
entation of the financial statements in the financial year 2018.

2.6. Accounting and valuation policies

2.6.1. Properties held as financial investments

It is industry practice to measure investment properties using the
fair value model, under the option available in IAS 40. The Group
classifies properties leased or rented out for the purpose of gen-
erating income or held for capital appreciation, together with un-
developed land as investment properties. Properties acquired for
disposal, used by the Group or sold after development are not
supposed to fall under the scope of IAS 40 and fall under the
scope of IAS 2.

The application of the fair value model means that rental proper-
ties and undeveloped land are measured at fair value at the bal-
ance sheet date. The resulting changes in book values before
revaluation are recognised as a profit or loss under the result from
property valuation.

The diversity of the properties to which the fair value model is
applied necessitates a careful choice of appropriate valuation
models and different parameters for each individual property, so
that factors such as type of use, market environment and building
quality are taken into account.

Costs of regular maintenance are recognised in profit or loss im-
mediately. Costs are capitalised when the expenditure results in
increased future benefits and the costs can be reliably measured.
The capitalised costs are not subject to depreciation and amorti-
sation because no depreciation and amortisation is applied in
general pursuant to the fair value model selected according to
IAS 40.

Where construction finance can be directly associated with these
properties, borrowing costs of qualifying properties during the pe-
riod of construction are capitalised as part of acquisition and con-
struction cost.
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2.6.2. Inventories

Properties held for sale in the ordinary course of business are not
subject to IAS 40, but are to be treated as inventories under IAS 2.
Properties held for sale are recognised at cost of acquisition or
construction and subsequently measured at the lower of cost or
net realisable value. The net realisable value is the estimated pro-
ceeds of sale less the estimated costs of completion and the es-
timated selling costs. The net realisable value is recalculated in
every subsequent period. The costs of acquisition or construction
include not only the direct costs of acquisition but also incidental
and other costs.

2.6.3. Owner-operated properties, other plant and
equipment

Owner-operated properties consist of hotels operated by S IMMO
Group. The business of these hotels includes the rental of rooms
and catering activities. These hotels are operated under manage-
ment agreements for the most part, and consequently the risks
associated with occupancy rates are borne by S IMMO Group.
Hotels of this kind are outside the scope of IAS 40 (investment
properties) and are therefore to be treated as tangible non-cur-
rent assets under IAS 16.

Under IAS 16, owner-operated properties (including owner-
managed hotels) and other non-current tangible assets are val-
ued using the cost model. The properties are recognised on initial
capitalisation at costs of acquisition or construction and written
down in subsequent years to reflect depreciation and amortisa-
tion and any impairment losses (please refer to section 2.6.6.1. of
the notes).

Retroactive acquisition or construction costs are only recognised
as part of the acquisition or construction costs of an asset or, if
applicable, as a separate asset when it is probable that the Group
will receive an economic benefit from the asset in the future and
the costs can be reliably measured. The book value of the parts
that were replaced is derecognised. Repair and maintenance ex-
penses that do not represent a material replacement investment
(day-to-day servicing) are recognised as expenses in the income
statement in the financial year in which they are incurred.

Gains and losses on disposals of tangible non-current assets are
measured as the difference between the disposal proceeds and
the book values and in the case of properties are reported under
gains on property disposals.

Where construction finance can be directly associated with these
properties, the borrowing costs of qualifying properties during the
period of construction are capitalised as part of acquisition and
construction cost.
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Depreciation and amortisation is calculated on a straight-line ba-
sis over the expected useful lives of the assets as follows:

Useful life in years

from to
Owner-operated hotels/buildings 7 30
Other property, plant and equipment/
machinery and equipment 3 10

2.6.4. Intangible assets

Intangible assets for the purpose of IAS 38 are identifiable
non-monetary assets without physical substance. To qualify for
recognition, an intangible asset must be identifiable and be under
the control of the entity. It must be probable that the entity will re-
ceive future economic benefits from the asset and its cost must
be capable of being measured reliably.

Intangible assets with a limited useful life are subject to deprecia-
tion and amortisation. This primarily deals with software, calculat-
ed on the basis of the following useful lives:

Useful life in years

from to

Software 3 6

As required under IAS 36, the assets are also reviewed for impair-
ment.

Intangible assets acquired for consideration are recognised at
acquisition cost less straight-line depreciation and amortisation
and provision for any impairment losses.

S IMMO Group has not capitalised any internally generated intan-
gible assets.

2.6.5. Financial instruments

2.6.5.1. Primary financial instruments
In accordance with IFRS 9, S IMMO Group classifies its financial
instruments as follows:

Financial assets at fair value through other comprehensive
income (FVOCI)

This category consists of equity instruments that are not held for
trading and which S IMMO has elected to recognise in other com-
prehensive income. The accounting treatment can be elected on
initial recognition only and is irrevocable, but applies to each as-
set separately. When it changed over to IFRS 9 on 01 January

2018, S IMMO assigned this category to a Group interest and the
shares in listed companies CA Immo AG and Immofinanz AG.
Under IAS 39, the shares in CA Immo AG and Immofinanz AG
were classified in the category ‘available for sale’ and measured
at fair value with fair value changes in other comprehensive in-
come until 31 December 2017. The Group interest affected by the
transition was measured at amortised cost until 31 December
2017 and changed over to FVOCI as of 01 January 2018 as de-
scribed in section 2.4.

Financial assets at fair value through profit and loss (FVTPL)
This category includes equity instruments that are not held for
trading and not designated at FVOCI.

However, it also includes assets that are not equity instruments
and whose contractual cash flows are not solely payments of
principal and interest (SPPI criterion).

If an asset that is not an equity instrument meets the SPPI criteri-
on, other distinctions must be made. First, it must be determined
whether the objective of the business model is to collect contrac-
tual cash flows. If this is not the case and the objective of the
business model is not achieved by collecting contractually fixed
cash flows and selling the asset, the asset is also classified in the
category FVTPL.

Financial assets at amortised cost

Assets that are not equity instruments and that meet the SPPI
criterion are measured at amortised cost if the objective of the
business model consists of holding the financial asset and col-
lecting the contractual cash flows. Interest income, impairments
and foreign currency effects and gains or losses on disposal
must be recognised in profit and loss in this category.

Financial liabilities

Financial liabilities are generally measured at amortised cost.
There are certain exceptions: financial liabilities designated at
FVTPL, financial liabilities arising when the transfer of a financial
asset does not meet the criteria for derecognition or is recognised
based on a continuing involvement, financial guarantees, com-
mitments to provide a loan at a below-market interest rate and
conditional consideration recognised by the acquiring entity in a
business combination according to IFRS 3.

The option to designate financial liabilities exists to eliminate mis-
matching or when financial liabilities are managed and monitored
using a documented risk or investment strategy based on fair val-
ues.



Most of S IMMO'’s financial liabilities are measured at amortised
cost. Even after the adoption of IFRS 9, derivatives are still meas-
ured at fair value, adjusted for CVAs/DVAs, as they were in previ-
ous years. The option to designate financial liabilities as at fair
value through profit or loss was not exercised.

S IMMO Group classifies financial instruments into the following
categories:

Group interests

Trade receivables

Loans to companies measured at equity
Other financial assets

Cash and cash equivalents

Subordinated participating certificate capital
Issued bonds

Other financial liabilities (non-current)
Current financial liabilities

Trade payables

The fair value of stock market listed financial instruments is their
market price at the balance sheet date. For financial assets for
which there is no active market, the fair value is calculated with
the aid of valuation models. This can involve the derivation of fair
value from current transactions in similar financial instruments or
from present values of future payment streams (discounted cash
flow models), or the use of mathematical models.

2.6.5.2. Derivatives

S IMMO Group currently uses derivative financial instruments —
interest rate caps and swaps — to reduce the risks attendant on
interest rate increases. The derivative financial instruments are
measured at fair value. To a limited extent, corresponding adjust-
ments on CVAs (credit value adjustment) and DVAs (debit value
adjustment) have been taken into account in the valuation of de-
rivatives. The fair value measurement of derivatives is based on
estimates made by external experts.

S IMMO Group’s business purpose includes the acquisition and
development of properties for rental or subsequent sale with the
aim of generating positive net cash flows. Business activities are
financed through equity, and also through long-term borrowings
in the form of mortgage loans and other financial liabilities. The
bulk of the external financing consists of variable-rate borrowings,
with interest rates linked to the 3-month or 6-month Euribor as the
base rate.
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S IMMO Group’s risk management strategy is to hedge the inter-
est rate risk (i.e., the variability of the base rate) using offsetting
hedges, in order to ensure fixed payment streams and to make
property project forecasts more reliable. The purpose of cash
flow hedging at S IMMO Group is to reduce the risk on existing
variable-rate loans, future reinvested funds and transactions ex-
pected to be very probable in the future (forecast transactions) by
using offsetting derivatives. Cash flow hedging arrangements are
used for this purpose.

Hedged risk

The hedged interest rate risk is a market interest rate, the Euribor,
which is an identifiable component of the interest rate risk on in-
terest-bearing financial liabilities that can be separately assessed.

Hedging instruments

S IMMO Group uses as hedging instruments only those deriva-
tives that, because they move in the opposite direction of the un-
derlying transactions, convert the potential changes in cash
flows, in particular from increases in interest rates, into fixed pay-
ment streams. The hedging instruments used at the moment are
interest rate swaps. The effective portion of the change in fair val-
ue of these derivatives is recognised not through profit or loss but
under other comprehensive income, the ineffective portion is rec-
ognised through profit or loss as part of the financing results.

The changes in the valuation of cash flow hedges recognised un-
der equity are transferred to the income statement in the period in
which the hedged underlying transaction affects profit or loss or
when the requirements for recognition as a cash flow hedge are
no longer met. In the financial year 2018, derivative valuation ef-
fects of kKEUR 1,246 (2017: KEUR 13,991) were reclassified from
equity to the income statement according to the provisions of
IAS 39.

In order to meet the requirements for hedge accounting, at the
time of the derivative transaction S IMMO Group documents the
hedging relationship between the hedging instrument and the un-
derlying transaction, the goals of its risk management and the
underlying hedging strategy. The effectiveness of the hedge is
regularly assessed using both a priori and a posteriori tests.
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2.6.6. Impairment of assets

2.6.6.1. Non-financial assets

For properties used by the owner (at present these are hotels)
and for other tangible assets and intangible assets where there is
evidence of impairment, the recoverable amount is ascertained in
accordance with IAS 36. The recoverable amount is the higher of
the fair value less costs to sell and the value in use.

The fair value is the amount that would be obtained by the sale of
the asset in an arm’s-length transaction between knowledgeable,
willing and independent parties.

The value in use is the present value of the estimated future pay-
ment flows that can be expected from the continued use of an
asset and its disposal at the end of its useful life.

If the recoverable amount is less than the book value of the asset,
an impairment write-down is applied to the recoverable amount
through profit or loss.

The impairment test for hotels is a two-stage process and is in
accordance with the provisions of IAS 36, in which the book value
of the hotel is compared with the recoverable amount. The recov-
erable amount is the higher of its fair value less costs to sell and
its value in use. The book value is first compared with the inde-
pendent assessment of the hotel’s fair value. If the book value
exceeds the fair value, the question is then whether the value in
use differs substantially from the fair value. If this is not the case,
then the book value is written down to correspond to the fair
value.

If the impairment subsequently disappears, the impairment loss
is reversed through profit or loss, up to the lower of the new recov-
erable amount or the depreciated original cost of acquisition or
construction. The Group had no impairment losses and no rever-
sals of impairment losses in 2018 or the previous year.

2.6.6.2. Financial instruments

S IMMO Group reviews all its financial assets, with the exception
of those measured at fair value through profit or loss, at every
balance sheet date for any objective indications that any asset or
group of assets may have suffered impairment.

Fluctuations in value of equity instruments included in the catego-
ry FVOCI (currently, mainly the shares held in listed property hold-
ing companies), are recognised in other comprehensive income
with no impact on profit or loss.

As a result of the disposal of shares in CA Immobilien Anlagen
AG, a portion of the equity instruments reserve was reclassified to
other reserves in 2018. This reclassification has been advisable
since IFRS 9 came into effect on 01 January 2018; reserves can-
not be recycled to the income statement in this context. In total,
KEUR 53 was reclassified as described for the sale of 7,843 CA
IMMO shares.

The new impairment model of IFRS 9 requires impairment to be
recognised on the basis of expected credit losses (expected
credit loss model) instead of using the incurred loss model in ac-
cordance with IAS 39. This rule applies to financial assets meas-
ured at amortised cost, debt instruments measured at FVOCI,
contract assets within the scope of IFRS 15, lease receivables,
loan commitments and certain financial guarantees.

The risk of default is the risk of financial loss from a customer or a
party to a financial instrument failing to fulfil its contractual obliga-
tions.

The book values of the financial assets and contract assets are
equal to the maximum risk of default.

Trade receivables and contract assets

The Group uses the simplified model for trade receivables without
significant financing components and calculates the loss allow-
ance accordingly at an amount equal to lifetime expected losses.
The expected credit loss is determined based on past experience
and the maturity structure of the receivables.

However, in addition to the historical perspective, the Group con-
siders forward-looking information and expectations as well, par-
ticularly with respect to individual tenants. Outstanding balances
are constantly monitored by the responsible asset managers in
order to take appropriate measures in good time and estimate
concrete probabilities of default.

2.6.7. Other assets
For other assets no impairments were recognised. This consisted
mainly of prepaid expenses, tax receivables and prepayments.



2.6.8. Cash and cash equivalents

Cash and cash equivalents comprise cash and sight deposits
together with bank deposits with a maturity of up to three months
at the time of the original deposit. A provision of KEUR 1 (2017:
kEUR 0) for bank balances was recognised in profit or loss based
on the default probabilities observed in the market.

2.6.9. Properties held for sale

Property held for sale is not considered to be investment property
within the scope of IAS 40 but is treated as held for sale if the
corresponding book value will be realised by sale and not by con-
tinuing use. This means that the corresponding long-term assets
and disposal groups in their present condition are available for
immediate sale and that a sale is very likely. For property to be
considered as held for sale, the sale must be concluded within a
year of the property being classified as such.

In accordance with IFRS 5, property held for sale is as a general
rule measured at the lower of book value and fair value less costs
to sell. IFRS 5 provides for an exception with respect to the meas-
urement of properties held as financial investments: They are
measured at market value. However, the special disclosure re-
quirements under IFRS 5 are applicable, so that properties held
for sale must be shown under current assets.

The Group intended to dispose a total of three properties in
Germany and Austria at the end of the reporting period 31 De-
cember 2018.

2.6.10. Other provisions

Other provisions are made where S IMMO Group has legal or
constructive obligations to other parties arising from past events,
where it is probable that the obligation will lead to an outflow of
resources and where the amount of the obligation can be estimat-
ed reliably.

Provisions are made in the amounts representing the best possi-
ble estimates of the expense of meeting the obligations. Where
the present value of the provision calculated using a market rate
of interest differs materially from the nominal value, the present
value is recognised.

Appropriate provisions have been made for unresolved legal dis-
putes and other legal proceedings.
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A provision is made for onerous contracts (provision for project
and transaction risks) when the expected revenues from a con-
tract are exceeded by the unavoidable costs of meeting the obli-
gations under the contract. The amount of the provision is the
lower of the cost of withdrawing from the contract and the net cost
of completing it. Before a separate provision is made for an oner-
ous contract, impairments on assets connected with the contract
are recognised.

As in the previous year, no related provisions had to be estab-
lished in the financial year.

Obligations arising from sureties, guarantees and other liabilities
not included in the consolidated statement of financial position
are regularly reviewed to ensure that they are not required to be
recognised and included.

2.6.11. Taxes
The individual companies in the Group raise liabilities for current
tax liabilities.

In accordance with IAS 12, deferred taxes are recognised on the
temporary differences between the book value of an asset or lia-
bility in the consolidated financial statements and the book value
for tax purposes of the Group’s subsidiaries. Deferred tax liabili-
ties on the property portfolio have been provided for in full, and
even if under appropriate conditions — for example, in the case of
a share deal — it would be possible that disposals would be treat-
ed as not being subject to taxes on income. Countervailing de-
ferred tax assets on loss carryforwards are recognised to the ex-
tent that the management believes they will be realisable. De-
ferred tax assets on loss carryforwards are as a general rule
recognised up to the amounts of deferred tax liabilities. Beyond
that limit, active deferred taxes are recognised on the basis of tax
planning with a planning horizon of five years. Deferred taxes are
calculated using the applicable tax rates at the balance sheet
date, or where changes in tax law have already been adopted, at
the rates applicable in future.

Deferred tax assets and deferred tax liabilities within a taxable
entity are only netted off where this entity has a legally enforcea-
ble right to set tax assets and liabilities against each other, and
where the deferred taxes relate to taxes on income assessable by
the same tax authority on the same tax entity or where there is a
right of set-off within a tax group, as in Austria.
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2.6.12. Leasing

The determination as to whether an agreement constitutes or
contains a lease is based on the economic substance of the
agreement at the inception — whether fulfilment of the agreement
depends on the use of a given asset and whether the agreement
confers a right of use for the asset. Under IAS 17, allocation of the
lease to the lessor or lessee depends on where the risks and re-
wards of ownership lie.

Under IAS 17, allocation of the lease to the lessor or lessee de-
pends on where the material risks and rewards of ownership lie.
The property of S IMMO as a landlord of investment properties
corresponds to an operating lease as economic ownership of the
property remains with S IMMO and thus the material risks and
rewards are not transferred.

A lease is classified as a finance lease if it substantially transfers
all the risks and rewards incident to the ownership of an asset. For
finance leases, assets and liabilities are initially recognised at the
lower of fair value and the present value of the minimum lease
payments. The asset is depreciated on a straight-line basis over
the expected useful life or the term of the agreement, if shorter.
The minimum lease payments are divided between financing
costs and capital repayments. Financing costs must be spread
over the lifetime of the lease so as to achieve a constant rate of
interest on the outstanding capital balances. Properties from
finance leasing are recognised at fair value pursuant to IAS 40.

With operating leases, economic ownership remains with the les-
sor, and the lease payments are as a general rule divided propor-
tionately over the term of the lease and recognised as expense.

The impacts of IFRS 16 classified as operating leases are de-
scribed in section 2.4.1.

2.6.13. Revenues

2.6.13.1. Rental income

Rental income is recognised in a straight line over the term of the
rental agreement. One-time payments and waivers of rent as well
as any other kind of rental incentive are spread over the minimum
rental.

2.6.13.2. Revenues from operating costs

Revenues from operating costs accrue from invoicing operating
costs to tenants of portfolio properties and comprise revenues for
the invoicing of electricity, the cleaning of buildings and the like.
Typically, the composition of operating costs incurred and that
can be invoiced varies depending on the type of use and jurisdic-
tion.

2.6.13.3. Revenues from hotel operations

Revenues from hotel operations consist largely of room rental in-
come and catering income. Income is recognised in proportion to
the services rendered until the balance sheet date.

2.6.13.4. Income and costs from financial instruments
Income from financial instruments includes interest, dividends
and capital gains from the investment of funds and from invest-
ments in financial assets, together with reversals of impairment
losses. Dividends are recognised at the time the resolution au-
thorising the dividend distribution is passed.

Financial expenses include interest and similar expenses on ex-
ternal borrowings, incidental costs, losses on the disposal of
financial assets, impairment losses, current hedging results and
exchange rate gains and losses on the valuation of monetary
assets and liabilities at the individual company level.

Interest is accrued using the effective interest rate method.

The valuation of derivatives reflects among others gains and loss-
es on the disposal or revaluation of interest caps and swaps,
which have not been recognised in equity and are shown in the
income statement as part of the financial results.

Where applicable, short-term exchange gains or losses on the
valuation of financial instruments are disclosed here.



2.7. Hierarchy of fair value measurement

The following analysis classifies financial instruments measured
at fair value on the basis of the method of valuation. A hierarchy
consisting of three levels has been defined for this purpose:

Level 1: Quoted prices for identical assets or liabilities listed on an active market (without adjustment)

Level 2: Inputs for assets or liabilities that are observable either directly (e.g. prices) or indirectly (e.g. derived
from prices) other than Level 1 inputs

Level 3: Inputs for assets or liabilities not based on observable market data

31 December 2018 EUR '000 Level 1 Level 2 Level 3 Total

Properties held as financial investments

Rental properties 0 0 1,880,507 1,880,507

Properties under development and undeveloped land 0 0 73,750 73,750

Group interests 0 0 2,448 2,448

Other financial assets

Listed equity instruments 452,004 0 0 452,004

Derivatives 0 509 0 509

Shares in investment funds 443 0 0 443

Financial liabilities

Derivatives 0 -21,697 0 -21,697

31 December 2017 EUR '000 Level 1 Level 2 Level 3 Total

Properties held as financial investments

Rental properties 0 0 1,668,405 1,668,405
Properties under development and undeveloped land 0 0 37,100 37,100
Group interests 842 842

Other financial assets

Listed equity instruments 298,560 0 0 298,560
Derivatives 0 1,170 0 1,170
Shares in investment funds 445 0 0 445

Financial liabilities

Derivatives 0 -17,130 0 -17,130
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2.8. Estimation and assumption uncertainties

The preparation of consolidated financial statements in accord-
ance with IFRS requires estimates and assumptions by the man-
agement about future developments. These can have a material
influence on the recognition and measurement of assets and lia-
bilities, on information about other obligations at the balance
sheet date and on disclosure of income and expenses during the
financial year.

IFRS 13 defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

Estimates and underlying assumptions are subject to ongoing
review. Actual outcomes may differ from the assumptions and es-
timates made if developments in the business environment turn
out differently than expected. Changes are reflected in profit or
loss as soon as the altered circumstances become known, and
the assumptions are adjusted accordingly.

The following assumptions entail a not insignificant risk that they
may result in a material adjustment of assets and liabilities in the
next financial year:

2.8.1. Properties held as financial investments

The calculation of the fair value of properties held as financial in-
vestments was mainly based on expert valuations by internation-
ally recognised valuers such as CBRE, Colliers International, EHL
and Dr Heinz Muhr. The valuations were prepared in compliance
with International Valuation Standards and the rules of IFRS 13.
The values of these properties depend to a significant extent on
present estimates of future rental trends and vacancy levels, and
on the interest rates used for discounting purposes. Fair values
for accounting obtained from external experts were examined
separately by KPMG in context of a fairness opinion.

Properties held as financial investments had a book value of
kEUR 1,954,257 (31 December 2017: KEUR 1,705,505). Three
properties held as investment properties with a book value of
kEUR 40,381 (31 December 2017: kEUR 6,300) are shown under
the assets held for sale because the company plans to sells them
in 2019.

2.8.1.1. Valuation methods in connection with properties
held as financial investments

The following measurement methods were used in calculating
hierarchy level 3 fair values: capitalised earnings method, dis-
counted cash flow method (DCF method), residual value method
and sales comparison approach.

The capitalised earnings method uses the following input factors
for the measurement: adjusted sustainable rent, total operating
costs, remaining useful life, capitalisation rate and land value.

The discounted cash flow method works among others with the
following input factors: net rental income, discount rate and capi-
talisation rate.

The residual value method is based on investment considerations
and calculates the residual value based on an earnings value or
net capital value derived from discounted cash flow analysis on
the assumption that the property is already completed, which re-
mains when the property is sold at the current measurement date,
taking account of any outstanding construction, development
costs, market financing costs for completion and marketing
costs, allowing from an appropriate profit for the developer. Fu-
ture rental income and capitalisation rates are input parameters
here.

In the sales comparison approach, purchase prices that are actu-
ally achieved or achievable for comparable properties are includ-
ed as comparative values. Differing characteristics of the proper-
ties to be compared are taken into account in the form of premi-
ums or discounts on the value.

Measurement of fair value on the basis of unobservable inputs
(hierarchy level 3)

Different valuation methods were used in the various assets
classes. In Austria, the fair value of kEUR 380,080 was calculated
using the capitalised earnings method, while in Germany, the fair
value of KEUR 940,197 was calculated mainly using the DCF
method. In the CEE segment, the DCF method, the capitalised
earnings method, the sales comparison approach and the resid-
ual value method were used to calculate the fair value of KEUR
619,580.



The significant parameters per segment and valuation method
applied are as follows. The table below contains all properties not
measured at fair value, not including those classified as held-for-

Book value as of
31 December 2018
EUR ’000 Valuation method

sale in accordance with IFRS 5 and a German property with a
book value of KEUR 14,000, which was measured on the basis of
an existing purchase agreement.

Input factors

Range/mean value'

Austria 380,080 Capitalised earnings method Capitalisation rate 2.95% to 5.50%
Remaining useful life 39 years (weighted average)
Market rent (EUR/m2/month) 1.13 t0 23.89
Germany 940,197 Discounted cash flow Capitalisation rate 1.95% to 6.75%
Discount rate 3.95% t0 8.10%
Market rent (EUR/m2/month) 10.25t0 17.71
EUR 1,000 m2/month to
Residual value method Construction costs EUR 1,200 m2/month
Market rent (EUR/m2/month) 17.02to0 17.21
CEE 619,580 Discounted cash flow Capitalisation rate 5.25% to 8.75%
Discount rate 7.25% t0 8.75%
Market rent (EUR/m2/month) 6.49t0 20.7
Capitalised earnings method Capitalisation rate 4.05% to 7.80%
Remaining useful life 34 years (weighted average)
Market rent (EUR/m2/month) 7.20t0 14.6
Residual value method Capitalisation rate 6.5%
Market rent (EUR/m2/month) 13.50
Sales comparison approach Mean value, comparative value  EUR 24.95/m?

1 Across all types of use

A reduction in the expected annual rentals leads to a reduction in
the fair value, as does an increase in discount and capitalisation
rates. There are interdependencies between the rates, because
these are partly based on market values.
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The expert valuations are carried out once a year by independent,
professional experts for the purpose of preparing the annual
financial statements as of 31 December. The professional experts
are provided with the necessary information, such as current rent-
als, by the company’s Asset Management department. The mar-
ket assumptions and valuation methods used in preparing the
expert valuations are agreed with the appointed professional
experts.
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2.8.1.2. Information on non-observable input factors
underlying valuation (Level 3)

The following tables show the sensitivity of the fair value of rented
properties held as financial investments to changes in sustaina-

Change in sustainable rent

ble rental yields and interest rates. The table does not include
land or a German property measured on the basis of a purchase
agreement as well as properties held for sale.

2018 2017
EUR 000 -10% Output value +10% -10% Output value +10%
Austria 340,181 380,080 419,980 341,530 379,470 415,710
Germany 844,528 920,039 989,449 679,490 765,855 842,520
CEE 545,959 617,180 690,784 491,311 557,480 624,940
1,730,668 1,917,299 m 1,512,331 1,702,805 1,883,170
Change in interest rate
2018 2017
EUR 000 -10% Output value +10% -10% Output value +10%
Austria 407,649 380,080 355,202 405,120 379,470 354,780
Germany 1,038,749 920,039 823,820 837,510 765,855 664,050
CEE 680,712 617,180 563,898 619,036 557,480 506,677
2,127,110 1,917,299 1,742,920 1,861,666 1,702,805 1,525,507

2.8.2. Intangible assets and property, plant and equipment
Estimates of the long-term value of tangible and intangible assets
are based on assumptions about the future. The calculation of
recoverable amounts for the purpose of impairment tests is
based on several assumptions, for example, about future net
cash flows and discount rates. The book value of intangible
assets amounted to KEUR 208 (31 December 2017: KEUR 230),
that of other non-current assets to KEUR 4,469 (31 December
2017: kEUR 4,655). Owner-operated properties had a book value
of KEUR 126,789 (31 December 2017: KEUR 127,875).

2.8.3. Financial instruments

In estimating the value of financial instruments (in particular, deriv-
atives) for which no active market exists, alternative valuation
methods based on investment mathematics are employed. The
parameters on which estimates of fair value are based depend in
part on assumptions about the future. The book values of finan-
cial instruments are detailed in note 5.1.

The estimates will be made by external experts.

2.8.3.1. Valuation of derivatives

S IMMO Group’s derivative financial instruments are measured at
fair value. The fair values of the swaps or caps are determined
using a discounted cash flow method according to IFRS 13. The
future payment flows are determined by means of interest model-
ling using the Hull White one-factor model, specifically using a
Monte Carlo simulation. The material input parameters are deter-
mined for the reporting date. They mainly consist of the euro inter-
est yield curve and historical Euribor fixings. Market data are ob-
tained from Thomson Reuters and Bloomberg.

For the determination of credit value adjustments/debit value ad-
justments (CVA/DVA) credit spreads were first defined to estimate
the probability of default. Then, the share of the default risk was
estimated on the basis of theoretical considerations and extra-
polated for multiple maturities using an approximate formula to
generate a CDS spread curve.



2.8.3.2. Derivatives - sensitivity analysis
The fair values of the derivatives change as follows when the in-
terest rates shift by +100 BPS or -50 BPS:

31 December

2018
Fair value
before interest Change Change
+100 BP EUR '000 Nominal rates shift EUR "000 in %
Swaps 589,479 -21,600 36,058 166.9
Caps 190,000 411 620 150.5

Total 779,479 -21,189 36,678

31 December

2018
Fair value
before interest Change Change
-50 BP EUR '000 Nominal rates shift EUR "000 in %
Swaps 589,479 -21,600 -17,383 -80.5
Caps 190,000 411 -202 -49.2

Total 779,479 21,189 -17,585

31 December

2017
Fair value
before interest Change Change
+100 BP EUR '000 Nominal rates shift EUR °000 in %
Swaps 414,035 -16,809 29,382 174.80
Caps 195,000 849 1,297 152.80
Total 609,035 -15,960 30,679
31 December
2017
Fair value
before interest Change Change
=50 BP EUR '000 Nominal rates shift EUR ’000 in %
Swaps 414,035 -16,809 -14,096 83.86
Caps 195,000 849 -347 -40.85
Total 609,035 -15,960 -14,443

2.8.4. Deferred taxes

The recognition of deferred tax assets for tax loss carryforwards is
based on the assumption that sufficient taxable income will be
available in the future to enable existing loss carryforwards to be
utilised. Deferred tax assets for tax loss carryforwards of kKEUR
12,682 (31 December 2017: kEUR 10,989) have been recog-
nised. Further information on deferred taxes can be found in note
3.1.16.
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Assuming that the fair values of the properties were to change
uniformly by +/-10% across the portfolio, the deferred property
taxes would change as follows given identical book values for tax
purposes:

Output value
for deferred tax

Output value
for deferred tax

EUR '000 +10% 2018 (offset) -10% +10% 2017 (offset) -10%
Deferred taxes on properties 201,623 167,256 136,009 168,970 137,469 108,333
2.8.5. Post-employment benefit obligations
The actuarial computation of entittements to pension and sever-
ance benefits and long-service bonuses requires assumptions
about various parameters. The following tables show the sensitiv-
ity of the significant assumptions:
Change in interest rate

2018 2017
EUR '000 -0.30% Output value +0.30% -0.30% Output value +0.30%
Pensions 0 0 0 1,784 1,708 1,636
Severance payments 968 954 941 962 948 934
Long-service bonuses 424 414 406 385 376 368
Change in valorisation

2018 2017
EUR 000 -0.20% Output value +0.20% -0.20% Output value +0.20%
Pensions 0 0 0 1,706 1,708 1,710
Severance payments 946 954 962 940 948 956
Long-service bonuses 409 414 420 372 376 381




3. Notes on the consolidated statement of
financial position and consolidated income
statement

3.1. Statement of financial position

3.1.1. Properties held as financial investments

Properties under
development and

Properties under development and undeveloped land

31 December 31 December

EUR 000 2018 2017
Austria 0 0
Germany 10,781 0
CEE 15,639 17,168

EUR '000 Rental properties undeveloped land
Consisting of:
As of 01 January 2017 1,917,303 20,801
Additions 90,941 17,168 Rental properties
Disposals -1,741 0
31 December 31 December
Other changes -2,148 0 EUR '000 2018 2017
Changes in fair value (reali-
sed through profit or loss) 128,316 -869 Austria 380,080 379,470
Reclassifications as proper- Germany 946,847 765,855
ties held for sale -464,266 0
CEE 553,580 523,080
As of 31 December 2017 1,668,405 37,100
1,880,507 1,668,405
whereof pledged as
security 1,606,715 31,670
Additions 140,439 26,420 The measurement of the fair value of rental properties totalling
Disposals 081 -383 kEUR 1,880,507 (2017: kEUR 1,668,405) in the financial year
Other changes 0 0 2018 was based on hierarchy level 3.
Changes in fair value (reali- .
sed through profit or loss) 154,335 10,613 Properties under development and undeveloped land
Reclassifications as proper-
ties held for sale -82,391 0 31 December 31 December
EUR '000 2018 2017
As of 31 December 2018 1,880,507
whereof pledged as Austria 0 0
security 1,794,157 63,600 I
Germany 7,350 0
CEE 66,400 37,100
In addition, a change in fair value in the amount of KEUR 2,866 37,100

(2017: KEUR 145) was realised through profit or loss for the prop-
erties held for sale.

Additions by operating segments were as follows:

Rental properties

31 December 31 December

EUR '000 2018 2017
Austria 3,903 3,812
Germany 128,139 73,051
CEE 8,397 14,078

140,439 90,941
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The measurement of the fair value of development projects and
undeveloped land totalling kKEUR 73,750 (2017: KEUR 37,100) in
the financial year 2018 was based on hierarchy level 3. This re-
lates to land reserves and projects for which significant construc-
tion or project development measures are already in progress as
of the reporting date and for which generating rental income is
already of only minor significance.

Purchasing obligations for properties in the amount of kEUR
9,254 result from the purchasing contracts concluded in the
financial year 2018.

S IMMO capitalises borrowing costs that serve the purpose of ac-
quiring, purchasing or manufacturing a qualifying asset also if the
qualifying asset is measured at fair value. Capitalising borrowing
costs in accordance with IAS 23 was immaterial in the 2018 finan-
cial year, as in the 2017 financial year.
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3.1.2. Owner-operated properties, other plant and
equipment and intangible assets

Changes in the acquisition costs of owner-operated properties,
other plant and equipment and intangible assets were as follows:

Owner-operated

Other plant and

EUR '000 properties equipment Intangible assets Total
Costs of acquisition as of 01 January 2017 197,531 16,320 867 214,718
Currency translation 0 -17 -3 -20
Additions 9,794 653 142 10,589
Disposals 0 -3,493 -43 -3,536
As of 31 December 2017 207,325 13,463 963 221,751
Currency translation 0 -359 -60 -419
Additions 5,410 934 87 6,431
Disposals -4,823 -179 -5,002

As of 31 December 2018

The development in the accumulated depreciation and amortisa-
tion of owner-operated properties, other plant and equipment and
intangible assets was as follows:

Owner-operated

Other plant and

EUR '000 properties equipment Intangible assets Total
Accumulated depreciation and amortisation as of 01 January 2017 71,763 9,980 674 82,417
Currency translation 0 -16 -3 -19
Depreciation and amortisation 7,687 1,209 103 8,999
Disposals 0 -2,365 -41 -2,406
As of 31 December 2017 79,450 8,808 733 88,991
Currency translation 0 -336 -60 -396
Depreciation and amortisation 6,496 1,067 109 7,672
Disposals -4,793 -179 -4,972

As of 31 December 2018

Book value as of 01 January 2017 125,768

6,340

193

132,301

Book value as of 31 December 2017 127,875

Book value as of 31 December 2018

4,655

132,760



3.1.3. Interests in companies measured at equity

The book value of the companies measured at equity came to

properties. One company (IPD — International Property Develop-

kEUR 25,704 as of 31 December 2018 (31 December 2017: KEUR

12,237). The companies recognised according to the equity
method are shown in the table depicting the scope of consolida-

tion in section 2.2. These are mostly companies that develop

Associated companies

ment, s.1.0.) is a joint venture.

The companies recognised according to the equity method were
valued as follows on the reporting date:

31 December

31 December

EUR '000 2018 of which AT  of which CEE 2017 of which AT  of which CEE
Non-current assets 118,600 118,600 0 83,578 49,823 33,755
Current assets 5,450 5,116 334 11,205 9,886 1,319
Non-current liabilities 65,575 65,575 0 71,700 41,631 30,069
Current liabilities 3,547 3,547 0 1,566 1,253 313
Net assets 54,928 54,594 334 21,517 16,825 4,692
Group interest in net assets 15,892 15,736 156 6,865 4,660 2,205
EUR '000 2018 of which AT  of which CEE 2017 of which AT  of which CEE
Revenues 2,904 2,429 475 5,252 2,429 2,823
Net income for the period 35,779 37,954 -2,175 11,274 10,693 581
Group share of the profit for the period 10,082 11,104 -1,022 3,815 3,542 273
Joint ventures
31 December 31 December

EUR '000 2018  of which CEE 2017 of which CEE
Non-current assets 53,851 58,851 29,411 29,411
Current assets 2,233 2,233 1,086 1,086
Non-current liabilities 32,155 32,155 14,405 14,405
Current liabilities 4,690 4,690 5,894 5,894
Net assets 19,239 19,239 10,198 10,198
Group interest in net assets 9,812 9,812 5,201 5,201
EUR '000 2018 of which CEE 2017 of which CEE
Revenues 0 0 0 0
Net income for the period 9,041 9,041 574 574
Group share of the profit for the period 4,611 4,611 293 293
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Companies measured at equity

EUR '000 2018 2017
As of 01 January 12,237 10,241
Current profits 15,725 3,295
Current losses -1,032 -6
Capital decrease -525 0
Additions 10 16
Disposals 0 -1,259
Withdrawals/dividends -551 -50

Other -160 0

25,704

In the financial year 2018, there were no proportional losses
(2017: KEUR 169) from companies included at equity that were
not recognised. A cumulative total of KEUR 1 (2017: kKEUR 171)
was not realised as losses for companies measured at equity.

As of 31 December 12,237

There are no effects in the OCI for companies measured at equity.

As of 31 December 2018, there are three loans in the amount of
kEUR 4,214 (2017: KEUR 10,946) to exclusively Austrian compa-
nies accounted for using the equity method. The Group monitors
changes in credit risk by tracking published regulatory risk
weightings. The probability of default for a matching maturity pe-
riod is 0.4%.

3.1.4. Group interests and other financial assets

The equity investments predominantly comprise an equity invest-
ment that has been switched from being measured at amortised
cost to being measured at FVOCI as part of the transition to IFRS
9. For this equity investment, income of KEUR 153 was recog-
nised in profit or loss as a result of a distribution.

Other financial assets include mainly shares in the companies
IMMOFINANZ AG and CA Immobilien Anlagen AG that were
accounted for as available-for-sale securities according to IAS 39
until the initial application of IFRS 9. At the time of the initial appli-
cation of IFRS 9 (01 January 2018), the Group took the decision
to recognise these equity instruments at fair value through other
comprehensive income. As a result, the cumulative historical
gains and losses from the previous measurement at fair value
were reclassified from other comprehensive income (realised
through profit or loss) to other comprehensive income (not real-
ised through profit or loss). In contrast to IAS 39, IFRS 9 no longer
permits recycling from other comprehensive income to the in-
come statement. In 2018, SIMMO acquired a package of
60,000,000 shares in IMMOFINANZ AG over the counter. In addi-
tion, much smaller quantities of shares were purchased in IMMO-
FINANZ AG and shares in CA Immobilien Anlagen AG were pur-
chased and sold on the stock exchange. Dividend income total-
ling kEUR 14,332 was realised through profit or loss in the

reporting period (2017: kEUR 4,302). As a result of deduction of
withholding tax, only kEUR 12,968 was cash-effective here.
S IMMO Group holds shares of IMMOFINANZ Group and vice
versa.

3.1.5. Inventories
Inventories exist to a minor extent and are measured at cost of
acquisition and construction. The net realisable value of invento-
ries does not exceed their book values. The inventories do not
include properties.

3.1.6. Trade receivables and other accounts receivable
Trade receivables include rents receivable from tenants less any
provisions required. These consist mainly of provisions against
receivables in Germany and CEE. As in 2017, there were no other
impairments that had to be recognised. There is not a concentra-
tion of credit risk because the Group generally has a large num-
ber of customers (particularly tenants) in the countries in which it
operates.

The book value of current accounts receivable corresponds to the
fair value in essence.

3.1.6.1. Changes in provisions
Provisions for trade receivables developed as follows:

EUR '000 2018 2017
As of 01 January 7,191 13,597
Utilisation -108 -46
Reversal -6,092 -7,088
Increase 691 728

As of 31 December m 7,191
Potential tenants are generally subject to a credit check. Tenants
in the shopping centres and in the properties let as hotels include
internationally active chains.



3.1.6.2. Receivables - maturities
The non-adjusted but due claims have the following maturities:

Not due/up to 90 days

EUR '000 past due 90-365 days >365 days Total
Trade receivables
Austria 2,709 190 131 3,030
Germany 1,040 571 486 2,098
Central Eastern Europe 3,024 280 631 3,936
6773 1002 1 248
Valuation allowances for trade receivables
Austria 19 45 131 195
Germany 2 274 429 705
Central Eastern Europe 156 17 609 782
177 337 11169
Total 6,596 705 80
Other 3,260

3.1.6.3. Other current financial assets

31 December 31 December

EUR '000 2018 2017
Property management agent clearing

accounts 1,367 1,677
Receivables from disposals of proper-

ties and property holding companies 120 1,244
Deposits 2,725 738
Finance receivables 116 116
Deposit for properties 5,025 1,800
Other assets 1,087 1,032

3.1.7. Other assets

The other assets of KEUR 12,256 (31 December 2017: kEUR
12,239) consisted mainly of prepaid expenses, tax receivables
and prepayments.

3.1.8. Cash and cash equivalents

31 December 31 December

EUR '000 2018 2017
Bank balances 72,931 73,114
Cash in hand 350 276

73,281 73,390
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3.1.9. Properties held for sale

Properties are held for sale if the Management intends to dispose
of them in the near future. A total of three properties in Germany
and Austria are currently intended for disposal.

EUR '000 Austria  Germany CEE Total
As of

01 January 2017 0 0 0 0
Reclassification 234,322 37,244 192,700 464,266
Disposals -234,322 -30,944 -192,700 -457,966
As of

31 December 2017 0 6,300 0 6,300
Reclassification 45,725 36,666 0 82,391
Additions/property

valuations 3,000 765 0 3,765
Disposals -17,725 -34,350 0 -52,075
As of

31 December 2018 31,000 9,381 40,381

CONSOLIDATED FINANCIAL STATEMENTS - Notes to the consolidated financial statements



100

101

3.1.10. Equity
The nominal capital of the Group’s parent company amounted to
KEUR 243,144 (2017: kEUR 243,144) and is fully paid up.

As of 31 December 2018, S IMMO held 715,424 treasury shares
(2017: 715,424 shares).

Details of share capital

EUR '000 2018 2017
Total share capital 243,144 243,144
Treasury shares (nominal) -2,600 -2,600

240,544 240,544

As in the privious year, no shares were cancelled in the financial
year 2018.

The shares are listed in the Prime Market segment of the Vienna
Stock Exchange. SIMMO was included in the Austrian ATX
benchmark index for the first time on 18 September 2017.

The nominal share capital is divided into 66,917,179 ordinary
bearer shares that are fully paid up and have no par value.

The bearer shares confer on the shareholders the usual rights
provided for under the Austrian Stock Corporation Act (AktG).
These include the right of a dividend payment approved by the
Annual General Meeting and the right to vote at the Annual Gen-
eral Meeting.

The capital reserves of KEUR 68,832 (31 December 2017: KEUR
68,832) are restricted reserves in the meaning of section 229 (5)
Austrian Commercial Code (UGB).

The other reserves of KEUR 806,873 (31 December 2017: KEUR
629,608) shown in the statement of changes in consolidated
equity consist mainly of reversed capital reserves together with
accumulated retained earnings. The foreign currency reserve of
kEUR -15,872 (31 December 2017: kKEUR -17,200) is made up of
the currency translation differences in accordance with IAS 21.
The hedge accounting reserve of KEUR -8,636 (31 December
2017: kEUR -6,022) comprises the measurement differences on
cash flow hedges recognised under equity. The equity instru-
ments reserve (FVOCI) of KEUR 17,113 (31 December 2017:
KEUR 25,053) comprises the share in IMMOFINANZ and CA Im-
mobilien Anlagen AG described in 3.1.4. as well as a Group inter-
est that has been switched from being measured at amortised
cost to being measured at FVOCI as part of the transition to IFRS
9. The shares in IMMOFINANZ AG and CA Immobilien Anlagen
AG are measured at their market price; the measurement of the
Group interest is based on a Level 3 fair value calculation.

For the financial year 2018, the Management Board intends to
propose a distribution of a dividend of EUR 0.70 per share enti-
tled to dividends.

Additional information on capital management

S IMMO Group manages its capital with the aim of maximising its
returns by optimising the relationship between equity and debt. At
the same time, care is taken to ensure that all Group companies
can operate on a going concern basis.

The Group’s capital consists of bank and financial liabilities in-
cluding bonds, equity provided by the shareholders of the parent
company. There are no provisions in the articles of incorporation
concerning the capital structure.

The equity attributable to the shareholders of the parent company
consists of the shares in circulation, capital and other reserves
and the consolidated net profit, as shown in the statement of
changes in consolidated equity.

The capital structure is constantly monitored, and the costs of
capital and the risks associated with each type of capital are tak-
en into account. The Group will continue to optimise the capital
structure by issuing and repaying debt and issuing and repur-
chasing shares as appropriate.

The Group is not managed according to individual parameters.
However, the equity ratio is not allowed to fall significantly below
30% over the long term.

3.1.11. Non-controlling interests

The minority interests amount to KEUR 2,720 (31 December 2017:
KEUR 3,611). The change in the amount of KEUR -1,351 (2017:
KEUR -30,756) shown in the statement of changes in consoli-
dated equity is primarily due to distributions.



3.1.12. Financial liabilities
Financial liabilities are as follows:

31 December 2018

Changes in cash and cash

equivalents

Non-cash changes

Change in the

01 January New loans/ scope of con- Changes in fair Other non-cash 31 December
EUR '000 2018 repayments solidation value changes 2018
Other non-current financial liabilities 669,459 176,110 -5,342 0 -590 839,637
Other current financial liabilities 113,398 -28,737 -232 0 8,810 93,239
Subtotal other non-current and current
financial liabilities 782,857 147,373 -5,574 0 8,220 932,876
of which recognised as increases and
decreases in cash flow from financing
activities 152,091
of which paid interest recognised in cash
flow from financing activities -4.718
Derivatives held for hedging purposes 17,130 0 0 4,567 0 21,697
of which recognised in cash flow from
financing activities
Bonds 287,518 148,862 0 0 432 436,812
of which recognised in cash flow from
financing activities 148,862
Subordinated participating certificate capital 56,717 -56,511 0 0 -206 -
of which recognised in cash flow from
financing activities -56,511

Total

31 December 2017

1,144,222 239,724 -5,574 4,567 1,391,385

Changes in cash and cash

equivalents

Non-cash changes

Change in the

01 January New loans/ scope of con- Changes in fair Other non-cash 31 December
EUR '000 2017 repayments solidation value changes 2017
Other non-current financial liabilities 770,602 15,749 -96,127 -4,366 731 686,589
Other current financial liabilities 184,096 -71,718 -4,725 0 5,745 113,398
Subtotal other non-current and current
financial liabilities 954,698 -55,969 -100,852 -4,366 6,476 799,987
of which recognised in cash flow from
financing activities -50,804 0 0 0
Bonds 287,221 0 0 0 297 287,518
of which recognised in cash flow from
financing activities 0 0 0 0
Subordinated participating certificate capital 58,131 -7,378 0 0 5,964 56,717
of which recognised in cash flow from
financing activities -7,580" 0 0 0
Total 1,300,050 -63,347 -100,852 -4,366 12,737 1,144,222

' Repurchase price differs from participating certificate liability.
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3.1.13. Subordinated participating certificate capital
Because of the timely cancellation of the participating certificates
in the financial year 2017, the participating certificate liability was
repaid in 2018.

3.1.14. Issued bonds

In February 2018, S IMMO AG issued two bonds. A bond (ISIN
ATO000A1Z9D9) with a total nominal value of kKEUR 100,000 divid-
ed into 200,000 shares with a nominal value of EUR 500 each and

Total nominal value

a second bond (ISIN ATO000A1Z9C1) with a total nominal value
of kEUR 50,000 divided into 100,000 shares with a nominal value
of EUR 500 each. Taking into account the issuing costs to be off-
set, this resulted in an addition of bond liabilities of KEUR 99,134
or kKEUR 49,708 in the reporting period.

The following table shows key data of the issued corporate
bonds:

Effective

ISIN EUR °000 Coupon interest rate Maturity Market values'
AT0000A177D2 89,739.5 4.50% 4.66% 16 June 2021 108.50
ATOO00A19SB5 100,000 3.00% 3.13% 02 October 2019 101.90
ATOOO0A1DBMS5 33,9935 3.25% 3.36% 08 April 2025 107.70
ATO000ATDWK5 65,000 3.25% 3.31% 20 April 2027 107.00
ATO000A1Z9D9 100,000 1.75% 1.90% 06 February 2024 101.20
ATO000A1Z9C1 50,000 2.875% 2.93% 06 February 2030 102.85

" The market values are based on the most recent transactions before 31 December 2018.

All of the bonds are listed in the Corporates Prime segment of the
Vienna Stock Exchange. The market value of the bond liabilities
as of 31 December 2018 is KEUR 458,053 (31 December 2017:
KEUR 312,804).

3.1.15. Provisions for employee benefits

The employee provisions as of 31 December 2018 include provi-
sions for pension entittements (KEUR 0; 31 December 2017:
kKEUR 1,010), provisions for severance benefits (KEUR 954;
31 December 2017: kEUR 948) and provisions for long-service
entitlements (KEUR 414; 31 December 2017: KEUR 376). The
following parameters were taken as a basis for the actuarial cal-
culation:

31 December 2018 31 December 2017

Actuarial interest rate 0.60% to 1.00% 0.30% to 1.50%

1.50% to 2.58% 1.00% to 2.58%

0.00% to 26.10%

Expected raise in salaries

Blanket fluctuation allowance 0.00% to 26.10%

Please refer to section 2.8.5. of the notes for information about
the sensitivity of assumptions for the calculation of termination
and anniversary benefits.



The present values of pension, severance and long-service enti-
tlements developed as follows:

Severance

EUR '000 Pension payment Anniversary
Present value of obligation at 01 January 2017 1,533 915 335
Current service costs 68 20 32
Interest expense 25 11 5
Payments 0 -163 -29
Remeasurement of benefit obligations — experience adjustments 82 165 10
Remeasurement of benefit obligations — financial assumptions 23
Present value of obligation on 31 December 2017 1,708 948 376
Plan assets on 31 December 2017 698 0 0
Provisions on 31 December 2017 1,010 948 376
Present value of obligation at 01 January 2018 1,708 948 376
Current service costs 0 20 35
Interest expense 0 4 3
Payments -961 -29 -29

Plan assets on 31 December 2017 698 0 0

Change in plan assets 49 0 0

Plan assets at the time of disposal 747 0 0
Disposal of plan assets =747 0 0
Remeasurement of benefit obligations — experience adjustments 0 58 5
Remeasurement of benefit obligations — financial assumptions 0 -1 -9
Remeasurement of benefit obligations — demographic assumptions 0 -36 33
Present value of obligation on 31 December 2018 0 954 414
Plan assets on 31 December 2018 0 0 0

Provisions on 31 December 2018

Total provisions for employee benefits

The obligation to form a provision for severance benefits is based
on labour law. For persons whose employment started before
01 January 2003 in Austria, S IMMO Group is required under the
statutory provisions to make a one-time severance payment to
any employee whose employment is terminated by the employer
or who reaches the age of retirement while employed. The benefit
entitlements are dependent on the number of years of service and
the level of remuneration at the time the entitlement arises, and
amount to between two and 12 months’ salary. Payments for
Group employees are made to an external pension fund.
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3.1.16. Taxes on income

3.1.16.1. Current and deferred taxes on income
Tax expense was made up as follows:

EUR '000 2018 2017
Current taxes -4,031 -8,495
Deferred taxes -27,791 -18,783

Taxes on income comprise income tax on the taxable income of
the individual companies included in consolidation for the finan-
cial year, adjustments to prior years’ tax and changes in deferred
taxes.
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The reconciliation of income tax at the standard rate to the in-
come tax disclosed in the financial statements is as follows:

EUR '000 01-12/2018 01-12/2017
Net income before tax 235,973 160,748
Income tax expense at the standard

Austrian income tax rate of 25% -58,993 -40,187
Effects of differing foreign tax rates 16,020 11,380
One-off effects of sales 2,230 -953
Taxes from previous years 0 -1,657
Decreases relating to non-taxable

income 9,048 6,358
Increases relating to non-deductible

expenses -127 -2,219
Tax expense as disclosed -31,822 -27,278
Effective tax rate 16.97%

The reconciliation item “One-off effects of sales” in the previous
year relates to the use of loss carryforwards from the sale of a
German property.

The Group parent is the parent of a tax group in accordance with
section 9 (1) Austrian Corporate Tax Act (KStG).

There is an agreement governing tax equalisation between the
parent and the group members, which stipulates that tax equali-
sation is determined according to the stand-alone method: If a
domestic group member has a positive tax result, a positive tax
allocation of 25% is paid to the parent. In the case of a negative
tax result, the domestic group member does not receive an im-
mediate payment; instead, the negative results are recognised as
an internal loss carryforward of the respective group member,
which can be offset against future positive results.

3.1.16.2. Deferred tax liabilities

In accordance with IAS 12, the provision for deferred taxation is
calculated using the balance sheet liability method: Deferred tax
must be provided for all temporary differences between the val-
ues for balance sheet purposes in the IFRS consolidated state-
ment of financial position and the current values for tax purposes
for the individual companies. Temporary differences can be either:

B taxable temporary differences, which will result in taxable
amounts in the calculation of taxable income or tax loss in future
periods when the book value of the asset is realised or the liability
is settled, or

B deductible temporary differences, which will result in tax de-
ductible amounts in the calculation of taxable income or tax loss
in future periods when the book value of the asset is realised or
the liability is settled.

As a general principle, a deferred tax asset or liability must be
recognised for all taxable temporary differences. There are ex-
ceptions for the recognition of goodwill in an initial consolidation
or the initial recognition of an asset or liability in a business trans-
action which is not a business combination and which at the time
of the transaction does not affect the profit or loss either under
IFRS or for tax purposes.



Temporary differences between values in the IFRS consolidated
statement of financial position and the corresponding values for
tax purposes had the following effects on deferred taxes as
shown in the consolidated statement of financial position:

2018 2017

EUR '000 Assets Liabilities Assets Liabilities
Properties 872 -168,127 2,106 -139,575
Financial instruments 4,838 -10,107 3,977 -9,607
Other items 353 -1,150 1,193 -1,934
Tax loss carryforwards 12,682 10,989

Subtotal 18,745 -179,384 18,266 -151,116
Netting -17,210 17,210 -15,989 15,989
Deferred tax assets (+)/liabilities (-) [ 1534 162,173 2,277 -135,128

Of these totals, deferred tax assets of KEUR 2,141 (2017: KEUR
1,663) from derivatives valuation were recognised under other
comprehensive income. No deferred tax assets have been recog-
nised for tax loss carryforwards totalling KEUR 62,885 (31 Decem-
ber 2017: kEUR 62,389).

In accordance with IAS 12.39, no deferred taxes were recognised
for temporary differences relating to interests in affiliated compa-
nies, joint ventures and associated companies, as the profits
accrued at subsidiaries remain invested indefinitely or are not
subject to taxation on disposal.

In accordance with IAS 12.39 “Income Taxes”, no deferred tax lia-
bility was recognised for temporary differences relating to inter-
ests in subsidiaries. The tax on the difference between the book
value for tax purposes and the IFRS equity amounts to KEUR
175,165 (previous year: KEUR 210,768).

As of the reporting date, there are outstanding fractional write-

downs from historical tax write-downs on equity investments of
around KEUR 1,404.
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3.1.16.3. Measurement

Deferred taxes are calculated on the basis of the tax rates in force
or expected to apply in the relevant countries at the time of reali-
sation. Changes in the tax legislation in force or approved at the
balance sheet date are taken into account. The tax rates used in
calculating deferred taxes were as follows:

Applicable tax Applicable tax

rate in 2019 rate in 2018
Austria 25.00% 25.00%
Germany 15.83% 15.83%
Czech Republic 19.00% 19.00%
Slovakia 21.00% 21.00%
Hungary 9.00% 9.00%
Croatia 18.00% 18.00%
Romania 16.00% 16.00%
Bulgaria 10.00% 10.00%
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3.2. Income statement

3.2.1. Rental income and revenues from operating costs
and revenues from hotel operations

Rental income Eur ‘000 2018 2017
Office 34,057 41,205
Residential property 25,057 22,181
Retalil 40,159 43,535
Hotel 5,040 5,099

B 2o

The rental income and revenues from operating costs result
almost entirely from investment properties.

The revenues from hotel operations amount to kEUR 54,749
(2017: KEUR 45,966).

3.2.2. Expenses from property and hotel operations

The expenses from property operations presented in the following
table are almost exclusively expenses related to investment prop-
erties.

EUR '000 2018 2017
Operating costs -36,854 -40,584
Maintenance expenses -12,103 -13,781
Depreciation and amortisation and

loss allowance 637 1,099
Commissions -1,383 -1,519
Other -3,707 -5,092

Expenses of kEUR 408 were attributable to properties not yet
generating income (2017: KEUR 165).

The expenses of hotel operations are largely made up of expens-
es for food, beverages, catering supplies, hotel rooms, licences
and management fees, maintenance, operating costs, commis-
sions, personnel expenses and advertising.

3.2.3. Gains on property disposals

EUR '000 2018 2017

Income from property disposals

Properties held as financial

investments 341 1,741
Properties held for sale 52,075 468,510
[ 52010 [T
Book value of property disposals
Properties held as financial
investments -341 1,741
Properties held for sale -52,075 -458,169
m -459,910
Gains on property disposals
Properties held as financial
investments 0 0
Properties held for sale 0 10,341

The properties held for sale include properties that were recog-
nised as held for sale in the interim financial reports.



3.2.4. Management expenses
Management expenses are expenses not directly attributable to
properties; they were made up as follows:

EUR '000 2018 2017

Staff costs -10,601 -8,796

Legal, audit, consulting and estimated

costs -3,839 -4,310

Servicing fees and administration

costs -328 -355

Corporate communications and

investor relations -1,354 -1,298

Other taxes and duties -659 -640

Other -3,082 -3,564
-19,863 -18,963

Fees for the Group’s auditor for 2018 totalled kEUR 308 (2017:
kEUR 237). This amount is divided into the following fields of
activity:

EUR '000 2018 2017
Audit of the consolidated financial

statements 64 63
Other audit-related services 221 174
Tax consultation services 0 0
Other consultation services 23 0

In the financial year, the audit firm was changed from PwC
Wirtschaftsprifung GmbH to KPMG Austria GmbH Wirtschafts-
prufungs- und Steuerberatungsgesellschaft.

The average number of employees in 2018 was 596 (2017: 577),
including hotel staff.

The personnel expenses disclosed here are salaries of the
Group's employees other than the hotel staff. The amount also
includes performance-related bonuses paid to certain employees
under individual agreements. Personnel expenses for the hotels
are disclosed under hotel operations.

Defined contribution plans

As required by law, S IMMO Group pays 1.53% of the relevant
monthly salaries into an employees’ severance pay and pension
fund for all employees who joined the Group after 31 December
2002. Personnel expenses included contributions of KEUR 86
(2017: KEUR 58) paid into the fund. For other defined contribution
plans, KEUR 165 (2017: KEUR 125) were recognised in profit or
loss.
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3.2.5. Depreciation and amortisation

This item comprises scheduled depreciation and amortisation
and impairments on owner-operated properties, other plant and
equipment, and intangible assets. Depreciation and amortisation
were made up as follows:

EUR 000 2018 2017
Owner-operated properties -6,496 -7,687
Other plant and equipment -1,067 -1,209
Intangible assets -109 -103

3.2.6. Results from property valuation

Gains and losses on valuation include all increases and decreas-
es in value on properties held as financial investments, and were
made up as follows:

EUR '000 2018 2017

Changes in fair value
Increases 180,383 141,309
Reductions -12,569 -13,848
Others 0 131
e

The split between valuations attributable to properties sold in the
financial year and valuations for properties still held in the portfolio
as of the reporting date is as follows:

EUR '000 2018 2017
Properties held in the portfolio 141,294 81,001
Properties held for sale 12,696 2,610
Properties sold 13,824 43,981

167,814 127,592

Gains and losses on valuation break down by region as follows:

EUR 000 2018 2017
Austria 45,432 37,101
Germany 85,956 70,005
CEE 36,426 20,486

167,814 127,592
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3.2.7. Financing result

EUR '000 2018 2017

Bank interest expense

(incl. derivatives accounted for) -18,585 -24,029

Effects arising from hedge accounting

and the measurement of derivatives

through profit or loss -2,137 -14,234

Result from foreign exchange

differences -1,748 -584

Bond interest -13,579 -10,553

Other financing and interest expenses -1,456 -1,453

Bank interest revenue 13 3

Income from financial investments 14,485 4,763

Results from companies measured at

equity 14,693 3,597

Other financing and interest income 1,051 1,053
-7,263 -41,437

3.2.8. Earnings per share
The earnings per share ratio compares the consolidated net profit
to the average number of shares in circulation during the year.

2018 2017
Own share in consolidated
net profit EUR '000 203,690 130,091
Average number of shares
in issue Number 66,201,755 66,201,755
Basic earnings EUR 3.08 1.97
Diluted earnings EUR 3.08 1.97

Diluted and basic earnings per share are the same, since there
are no potentially dilutive financial instruments in issue.

4. Operating segments

An operating segment is defined as having the following charac-
teristics:

B [t engages in business activities in which it may earn revenue
and incur expenses.

B Its operating results are reported regularly to the enterprise’s
chief operating decision maker, who uses the information to allo-
cate resources to it and to review its performance.

B Separate financial information is available for the segment.

Based on these characteristics, segment reporting occurs by re-
gion at S IMMO Group. Since 01 January 2017, the assessment
and analysis of the regional structure has followed the new strate-
gic direction, which differentiates between Austria, Germany and
CEE. The new approach manifested itself in the disposal of a key
portion of the properties in Bulgaria among other things.

The regions are as follows:

Austria: This operating segment includes all of the Group’s Aus-
trian subsidiaries; apart from those with property in Germany.

Germany: The Germany operating segment includes the Ger-
man subsidiaries, the Danish subsidiaries (deconsolidated as of
30 September 2018), and the Austrian subsidiaries, which hold
properties in Germany.

CEE: The CEE segment includes the subsidiaries in Slovakia, the
Czech Republic, Hungary, Bulgaria, Croatia and Romania.

The segment reporting is based on the internal reporting system
for management purposes.

Each segment is operationally independent of the others, since
each must take the local market and business environment into
account. The Group’s CEO has been nominated as the chief
operating decision maker with responsibility for segment opera-
tions. He is responsible for the allocation of resources to the indi-
vidual segments and for reviewing their performance. Quarterly
management reports are prepared for each operating segment
and submitted to the CEQ.



In preparing and presenting the segment information, the same
accounting and valuation policies are applied as for the consoli-
dated financial statements. The book value of the interests in

companies that are recognised according to the equity method

breaks down to KEUR 15,736 for the segment of Austria (31 De-
cember 2017: KEUR 4,832), and kEUR 9,968 (31 December 2017:
kEUR 7,405) for the segment of CEE.

Austria Germany CEE Total

EUR '000 2018 2017 2018 2017 2018 2017 2018 2017
Rental income 18,369 24,745 41,824 36,684 44121 50,591 104,313 112,020
Revenues from operating costs 4,481 6,236 12,725 11,776 16,173 15,423 8388879 33,435
Revenues from hotel operations 28,601 22,095 0 0 26,148 23,871 54,749 45,966

Total revenues 53,076 48,460 89,885 191,421
Other operating income 703 1,597 851 759 394 510 1,948 2,866
Property operating expenses -7,950 -11,195 -25,701 -23,238 -19,759 -25,444 -53,410 -59,877
Hotel operating expenses -21,074 -19,604 0 0 -16,948 -16,628 -38,023 -36,232

Gross profit 23,874 25,981 48,323 98,178
Gains on property disposals 0 3,687 0 0 0 6,754 0 10,341
Management expenses -11,678 -10,088 -5,989 -5,631 -2,196 -3,344 -19,863 -18,963

EBITDA 17,373 20,450 51,733 89,556
Depreciation and amortisation -4,371 -4,963 -172 -97 -3,130 -3,939 -7,672 -8,999
Results from property valuation 45,432 37,101 85,956 70,005 36,426 20,486 167,814 127,592

EBIT m 49,511 90,358 81,227 68,280 208,149

Non-current assets as of

31 December 915,053 759,947 955,457 766,720 702,095 638,075 2,572,604 2,164,742

Non-current liabilities as of

31 December 612,470 1,361,792

Major customers

512,973

411,983 275,996

Because of the large number of customers, no single customer is
responsible for more than 10% of S IMMO Group’s total reve-

nues.
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337,339 322,607

1,111,576
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5. Other information

5.1. Financial instruments

5.1.1. Categories

S IMMO Group classifies its financial instruments as follows:

31 December 2018

Financial Financial
Financial Financial assets liabilities Financial
Book values assets assets at acquisition at acquisition assets
EUR '000 Derivates FVOCI FVTPL cost cost FVTPL Total
Assets
Non-current assets
Group interests 2,119 329 2,448
Loans to companies measured
at equity 4,214 4,214
Other financial assets 509 452,004 443 25 452,981
Current assets
Trade receivables 10,641 10,641
Other financial assets 10,440 10,440
Cash and cash equivalents 73,281 73,281
fo ol ssses I D T
111 Equity and liabilities
Non-current liabilities
Issued bonds 336,910 336,910
Other financial liabilities 21,697 839,638 861,335
thereof finance leases 4,899
Current liabilities
Issued bonds 99,902 99,902
Financial liabilities ' 93,239 93,239
thereof finance leases 2,142
Trade payables 8,884 8,884

Total equity and liabilities 2o/l of o  of 1smss] o 1,400,270

"Including bond interest accrued




31 December 2017

Financial
Book values Available for Held to Loans and liabilities at
EUR "000 Derivatives sale maturity  receivables amortised cost Total
Assets
Non-current assets
Group interests 842 842
Loans to companies measured at equity 10,946 10,946
Other financial assets 1,170 298,560 445 300,175
Current assets
Trade receivables 8,447 8,447
Other financial assets 6,607 6,607
Cash and cash equivalents 73,390 73,390
Total assets 1,170 299,402 445 99,390 0 400,407
Equity and liabilities
Non-current liabilities
Issued bonds 287.518 287.518
Other financial liabilities 17,130 669,459 686,589
thereof finance leases 7,040
Current liabilities
Subordinated participating certificate capital 56,717 56,717
Financial liabilities ' 113,398 113,398
thereof finance leases 2,120
Trade payables 7,363 7,363
Total equity and liabilities 17,130 0 0 0 1,134,455 1,151,585

" Including bond interest accrued

In the case of financial assets not measured at fair value, the book
values largely correspond to the fair values. The bond liabilities
had a fair value of KEUR 458,053 as of 31 December 2018 (31
December 2017: kEUR 312,804). The book values indicated for
the other financial liabilities largely correspond to the fair values.

The individual categories of financial instruments recognised in
the income statement can be assigned as follows:

2018 2017
Current Valuation Current Valuation
EUR '000 financial result effects financial result effects
Derivatives -5,322 -2,137 -8,199 -14,234
FVOCI (2018)/Available for sale (2017) 14,485 4,763
Financial assets at acquisition price (2018)/Loans and receivables (2017) 637 1,099
Financial liabilities at acquisition cost -26,342 -32,018
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5.1.2. Derivatives
The company currently uses swaps and caps to manage the in-
terest rate risk in connection with variable-rate property financing.

31 December 2018

Derivatives disclosed under other non-current financial assets
(31 December 2018: kEUR 509; 31 December 2017: kEUR 1,170)
and under non-current financial liabilities (31 December 2018:
KEUR 21,697; 31 December 2017: KEUR 17,130).

31 December 2017

Positive Negative Positive Negative
EUR '000 Nominal fair value fair value Maturity Nominal fair value fair value Maturity
Swaps 0 0 0 < 1year 0 0 0 < 1year
92,821 0 -2,556 1-5 years 3,000 0 -98 1-5 years
496,658 97 -19,141 > 5 years 411,035 322 -17,032 > 5years
Caps 0 0 0 < 1year 5,000 0 0 <1 year
100,000 67 0 1-5 years 50,000 65 0 1-5 years
90,000 344 0 > 5 years 140,000 783 0 > 5 years

Total m 609,035 1,170 -17,130

In the financial year, measurement changes of KEUR -3,091 not
including deferred taxes and deferred taxes for derivatives of
KEUR 478 are recognised in other comprehensive income. In to-
tal, KEUR -2,614 was therefore recognised in other comprehen-
sive income.

5.2. Risk management

5.2.1. Exchange and interest rate risk
Since S IMMO Group’s rental contracts are mostly linked to the
euro and almost all of its loans are denominated in euro, the ex-
change rate risk is considered to be low.

As of 31 December 2018, around 84% (31 December 2017: 80%)
of other financial liabilities consisted of variable-rate loans and
roughly 16% (31 December 2017: 20%) were fixed-rate loans. The
current and non-current financial liabilities include fixed-rate loans
in the amount of kEUR 148,599 (31 December 2017: kEUR
155,767). Of the variable-rate loans, roughly 98% are based on
the three-month Euribor with quarterly adjustment (31 December

Stress test as of 31 December 2018

2017: approximately 97%), roughly 2% on the six-month Euribor
with bi-annual adjustment (31 December 2017: approximately 3%).
In the 2014, 2015 and 2018 financial years, the company issued
fixed-rate bonds. More details can be found in section 3.1.14.

The variable-rate loans are protected with hedging instruments
such as caps and swaps.

The cost of funding (based on variable and fixed interest financial
liabilities as of 31 December 2018) is 2.53% (31 December 2017:
2.67%).

The stress test (based on the variable- and fixed-rate financial lia-
bilities as of 31 December 2018) shows that increases in the base
rate (Euribor) have only a small effect on the Group’s financing
costs. For example, a 100 bp increase in the three-month Euribor
compared with the three-month Euribor as of 31 December 2018
would increase financing costs by 13 bp.

Interest rate (3M Euribor)

Difference

Cost of funding cost of funding Interest sensitivity

Interest rate 4% 2.94% 41 BP 10%
Interest rate 3% 2.91% 38 BP 13%
Interest rate 2% 2.82% 29 BP 15%
Interest rate 1% 2.66% 13BP 13%
Interest rate 0.5% 2.58% 5BP 10%
Interest rate -0.5% 2.55% 2BP -3%




Stress test as of 31 December 2017

Interest rate (3M Euribor)

Difference

Cost of funding cost of funding Interest sensitivity

Interest rate 4% 3.25% 58 BP 15%
Interest rate 3% 3.19% 52 BP 17%
Interest rate 2% 3.05% 38 BP 19%
Interest rate 1% 2.82% 15 BP 15%
Interest rate 0.5% 2.70% 4 BP 7%
Interest rate -0.5% 2.68% 1BP -3%

5.2.2. Liquidity and financing risks

S IMMO Group manages liquidity and financing risks actively. In
order to mitigate the corresponding risks, adjustments are made
as part of the rolling budget process if necessary. In order to min-
imise the financing risk, the Group ensures that a balanced rela-
tionship is maintained between the amounts of loans and the
market values of the individual properties.

As in the previous year there were no covenant breaches in the
reporting period.

31 December 2018

In 2018, the loan to value ratio for secured financing amounted to
36.3% (2017: 36.6%) and for unsecured financing to 14.1% (2017:
12.7%). To keep lender risks to a minimum, S IMMO Group works
with a total of 22 different, well-known financial institutions in
Austria and Germany.

Share in liabilities

to banks
Erste Group 15%
Savings banks 7%
Other Austrian banks 30%
Insurance 16%
German Banks 32%

Maturity analysis of financial liabilities
The maturities of the undiscounted payment flows for future
periods are as follows:

Subordinated
participating

Other financial

EUR '000 certificate capital Issued bonds liabilities’ Trade payables
Remaining maturity less than 1 year 0 113,443 105,970 8,884
Remaining maturity between 1 and 5 years 0 123,435 446,620 0
Remaining maturity over 5 years 0 271,466 488,825 0

" Thereof finance leases less than 1 year: KEUR 2,199; between 1 and 5 years: KEUR 4,949; over 5 years: KEUR 0
Thereof derivatives up to 1 year: KEUR 6,991, between 1 and 5 years: kEUR 28,423, more than 5 years: kEUR 17,229

31 December 2017

Subordinated
participating

Other financial

EUR '000 certificate capital Issued bonds liabilities’ Trade payables
Remaining maturity less than 1 year 56,717 10,256 126,600 7,363
Remaining maturity between 1 and 5 years 0 217,724 359,521 0
Remaining maturity over 5 years 0 112,871 394,542 0

! Thereof finance leases less than 1 year: kEUR 2,199; between 1 and 5 years: KEUR 7,148; over 5 years: KEUR 0
Thereof derivatives up to 1 year: KEUR 5,692, between 1 and 5 years: kKEUR 23,298, more than 5 years: kEUR 16,885
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5.2.3. Borrower risks
The amounts disclosed as assets represent the maximum default
risk since there are no significant netting agreements.

Provisions are formed for default risks on receivables from ten-
ants and purchasers of properties to the extent that such risks are
recognised. The criteria for the formation of these provisions are
explained in note 2.4.

5.3. Rental agreements

The tenancy agreements concluded by S IMMO Group are clas-
sified as operating leasing under IFRS. These tenancy agree-
ments are as a rule protected by linking the rents to the euro and
to international indices.

Total future minimum leasing payments (nominal value) from
operating leasing agreements are as follows:

EUR '000 2018 2017
In the following year 71,600 75,539
For the next 4 years 161,356 165,917
Over 5 years 89,954 105,655

5.4. Leasing — Group as lessee
Total future minimum lease payments from operating leases are
as follows:

EUR '000 2018 2017
In the following year 409 332
For the next 4 years 1,391 1,293
Over 5 years 9,533 9,797

11,333

The investment property assets include properties from finance
leases in the amount of kEUR 50,050 (2017: KEUR 44,740).

11,422

Finance leases are concluded for a term of 15 years. The interest
rates upon which the contracts are based are variable and linked
to the three-month Euribor.

The obligations from finance leases are shown in the following
tables:

EUR 000 In the following year For the next 4 years Over 5 years 31 December 2018
Amount of future minimum lease payments 2,199 4,949 0 7,148
Interest amount 58 50 0 108
Present value of minimum lease payments 2,141 4,899 0 7,040
EUR '000 In the following year For the next 4 years Over 5 years 31 December 2017
Amount of future minimum lease payments 2,199 7,148 0 9,347
Interest amount 79 108 0 187
Present value of minimum lease payments 2,120 7,040 0 9,160




5.5. Pending litigation
S IMMO Group was involved in a number of open legal disputes
at the balance sheet date. However, the amounts involved were
not significant and even in total the amount was not material in the
management’s estimation.

5.6. Related party disclosures
For S IMMO Group related parties are as follows:

S IMMO Group’s managing bodies,

Vienna Insurance Group (until 09 April 2018)

RPR Privatstiftung (until 21 September 2018)

Familie Benko Privatstiftung (until 21 September 2018)
IMMOFINANZ AG (since 21 September 2018)

Associated companies and joint venture companies of the
Group.

In the financial year 2018, there were no related-party transactions
with the new shareholders.

As of the reporting date, Erste Group is still represented on the
S IMMO AG Supervisory Board.

S IMMO Group’s managing bodies are as follows:

S IMMO AG Management Board
Ernst Vejdovszky, Vienna
Friedrich Wachernig, MBA, Vienna

S IMMO AG Supervisory Board

B Martin Simhandl, Vienna (Chairman)

B Franz Kerber, Graz (first deputy chairman since 03 May 2018)
B Wilhelm Rasinger, Vienna (second deputy chairman since
03 May 2018)

Andrea Besenhofer, Vienna

Hanna Bomba, Vienna (since 03 May 2018)

Christian Hager, Krems

Manfred Rapf, Vienna

Karin Rest, MBA, Vienna (since 03 May 2018)

Ralf Zeitlberger, Vienna (until 03 May 2018)

(first deputy chairman until 03 May 2018)

The remuneration of the Management Board breaks down as

follows:

EUR '000 2018 2017
Fixed 825 559
Variable 551 430

S IMMO Annual Report 2018

The company pension plan for Emst Vejdovszky was changed
from a defined benefit plan to a defined contribution plan. The
present value of obligation as of 31 December 2017 less plan
assets as of 31 December 2017 was paid out as a non-recurring
amount of kEUR 961. The company pension plan for Friedrich
Wachernig is and was, respectively, a defined contribution plan
In addition to the amounts specified above, other benefits con-
sisted primarily of contributions to pension funds in the amount of
kEUR 85 (2017: kEUR 57) and contributions to the staff benefit
fund in the amount of kEUR 36 (2017: kKEUR 15).

In 2018, members of the Supervisory Board received remunera-
tion amounting to KEUR 243 (2017: kEUR 172). Members of sub-
sidiaries’ supervisory boards received no remuneration. Neither
members of the Management Board nor Supervisory Board
members received either loans or advances, and no guarantees
have been provided on their behalf.

As of 31 December 2018, there were no receivables or payables
due to related parties of the S IMMO Group.

The following receivables and payables were due to Vienna Insur-
ance Group and Erste Group as of 31 December 2017:

31 December 31 December

EUR '000 2018 2017
Other receivables 0 3,830
Bank balances 0 60,405
31 December 31 December
EUR 000 2018 2017
Non-current bank and financial
liabilities 0 346,095
Current bank and financial liabilities 0 49,368
Trade payables 0 61
Other liabilities 0 1,224
Liabilties o] wes
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The following expenses and incomes arose in connection with
Vienna Insurance Group (until 09 April 2018) and with Vienna
Insurance Group and Erste Group (2017) in the period from
01 January 2018 to 31 December 2018 and the same period last
year:

EUR '000 2018 2017
Commissions 0 -49
Management fees 0 -287

Bank loan interest, other financing

expenses and charges -1,004 -16,592
Other expenses -244 -1,436
Expenses m -18,364
EUR '000 2018 2017

Rent and revenues from operating

costs 0 576
Bank interest 0 0
Other interest income 9 178

The S IMMO Group awards loans to associated companies rec-
ognised according to the equity method. As of 31 December
2018, there were receivables of KEUR 4,214 (31 December 2017:
KEUR 10,946) resulting from these loans. Other than this, no
transactions were conducted with associated companies or joint
ventures that are recognised according to the equity method.

There were no related-party transactions according to IAS 24 with
subsidiaries not consolidated.

5.7. Significant events after the balance sheet date
No significant events occurred after the balance sheet date.

Vienna, 20 March 2019

The Management Board
Ernst Vejdovszky m.p.

Friedrich Wachernig, MBA m.p.



Further information

Declaration of the

Management Board

pursuant to section 124 (1) (3) Austrian Stock Exchange Act (BorseG)

“Statement of all legal representatives

We confirm to the best of our knowledge that the consolidated
financial statements give a true and fair view of the assets, liabili-
ties, financial position and profit or loss of the group as required
by the applicable accounting standards and the group manage-
ment report gives a true and fair view of the development and
performance of the business and the position of the group, to-
gether with a description of the principal risks and uncertainties
the group faces.

Ernst Vejdovszky

S IMMO Annual Report 2018

We confirm to the best of our knowledge that the separate finan-
cial statements give a true and fair view of the assets, liabilities,
financial position and profit or loss of the parent company as
required by the applicable accounting standards and that the
management report gives a true and fair view of the development
and performance of the business and the position of the com-
pany, together with a description of the principal risks and un-
certainties the company faces.”

Vienna, 20 March 2019

The Management Board

R

Friedrich Wachernig, MBA

FURTHER INFORMATION - Declaration of the Management Board



