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General information about the Company

Company name: Arcona Capital Central European Properties, a.s. (hereinafter
the “Company”)

Registered office: Praha 1- Nové Mésto, Politickych véznd 912/10, postcode
110 00

Identification number: 247 27 873

Legal form: joint stock company

Company’s principal activities are:

- Lease of real estate, residential and non-residential premises without the provision of other than
basic services ensuring the proper operation of real estate, residential and non-residential
premises,

- Production, trade and services which are not specified in Appendices 1 to 3 of the Trade Licensing
Act.

The Company is registered in the Register of Companies maintained by the Municipal Court in Prague,
section B, insert 16436. The Company was established on 1 October 2010 as the successor company on
the basis of a domestic merger by amalgamation of the dissolving companies MEI Properties, a.s. and
DELTATEL, s.r.o.

As of 31 December 2021, the registered capital amounts to CZK 24,687 thousand and is fully paid up.

As of 31 December 2021, the Company has the following shares:

No. of shares Type of shares Nominal value (CZK) Total value (CZK)
537
ordinary registered shares in certificate form 25000 13 425 000
4 ordinary registered shares in certificate form
5000 20 000
1 ordinary registered shares in certificate form
15 000 15 000
11218 ordinary registered shares in certificate form
1000 11218 000
Total 24 678 000

Information on statutory and supervisory bodies

Members of the Board of Directors and Supervisory Board as of 31 December 2021:

Members of the Board of Directors Members of the Supervisory Board
Guy St John Barker (Chairman) Tina Kathrin Rauh (Chairwoman)
Ing. Zbynék Laube

Each member of the Board of Directors acts individually on behalf of the Company.

Changes in the Register of Companies

In 2021, the following changes were recorded in the Register of Companies:

Based on the decision of the general meeting, the reduction of the share capital was recorded on
17 December 2021 and was used to settle a portion of the Company’s loss.




Report on the Company’s business activities, its assets and liabilities and its development in 2021

The Company’s portfolio consists of real estate originally owned by 02 Czech Republic a.s. which
the Company acquired in 2008. The real estate is located in large cities, regional cities and other cities
in the Czech Republic except Prague. The total rentable area of buildings equals approximately
92,000 m2.

The principal activities of the Company include (i) the lease of real estate, residential and
non-residential premises without the provision of other than basic services and (ii) production, trade
and services which are not specified in Appendices 1 to 3 of the Trade Licencing Act. In 2021, no
changes in the principal activities were made.

The Company’s objective is to achieve the highest revenue from the rental properties and
the continuous sale of individual properties from the portfolio in case of adequate offer or reaching
the adequate selling price. In a later phase of the project, the aim will be to sell the entire real estate
portfolio.

The year of 2021 was affected by the Covid-19 pandemic whose impact on our tenants and our
long-term situation we monitor and evaluate in detail. Short-term rent discounts provided during 2021
remained below 0.5% of the total sales.

In 2021, the most important item of the Company’s assets were fixed assets, in particular tangible fixed
assets which continue to be pledged as security in favour of Raiffeisenbank a.s.

The Company’s assets are mainly covered by loans, in particular by the loan granted by
Raiffeisenbank a.s. and, at the end of 2021, long-term liabilities to related parties.

In 2021, the Company records only bank loans whose instalments are in line with the operating cash
flow. The Company was granted a loan of CZK 1,299 million at the beginning of the project in 2008 and
the remaining outstanding loan amount at the end of 2021 amounted to CZK 362 million.

However, the Company continues to have liabilities towards non-banking entities whose interest
expenses have a material impact on the Company’s profit or loss. The Company ensures the timely
payment of these liabilities by obtaining new funds, in the form of the sale of selected real estate and
by refinancing these liabilities by other resources with a lower interest rate burden.

In 2021, the Company recorded a total accounting profit of CZK 18.2 million.

In 2022 and beyond, the Board of Directors intends to continue to strengthen the Company’s capital
structure, in particular:

1. Restructuring of liabilities and their possible replacement by a new liability with a lower interest
rate burden;

2. Sale of selected assets, in particular those identified by the Board of Directors as marketable and
non-strategic in nature;

3. Increase in property occupancy and the average rental rate per m?;

4. Decrease in operating expenses and fees.

We confirm that we have assessed the impact of Covid-19 on the financial statements for the year
ended 31 December 2021. This included our best estimate of the impact thereof on rental levels and
rental income, our ability to collect receivables and pay liabilities, generate future revenue and access
financing.



Significant subsequent events

The Company is closely monitoring developments in respect of the Coronavirus epidemic. It is clear that
the health impact of the epidemic and the economic impact of the measures taken by the Government
to limit its spread will have serious negative effects on the market environment in which the Company
operates. The Company will continually review and adjust its strategy and operations to respond to
these effects immediately after they have arisen. These circumstances may result in material changes
to the Company’s operational performance in 2022.

News from China concerning COVID-19 (coronavirus) emerged by the end of 2019 for the first time.
In the first months of 2020 the virus spread out to the whole world and caused extensive economic
damages. Despite the Company management did not note any significant reduction in the business
during the process of publishing this accounting close, the situation changes frequently and therefore
future impact of the pandemic on the Company business cannot be foreseen. The management
of the Company will continue monitoring the potential impact and undertake all feasible steps in order
to mitigate any adverse effects on the Company.

The Company’s management has considered the potential impacts of COVID-19 on its activities and
business and concluded in 2021 that they do not have a significant impact on the going concern
assumption. Therefore, the present annual report and financial statements for the year ended
31 December 2021 were prepared with the assumption that the Company will continue as a going
concern.

The ongoing military conflict in Ukraine and the related sanctions targeted against the Russian
Federation may have an impact on the European and global economy. The entity does not have any
significant direct exposure to Ukraine, Russia or Belarus. However, the impact on the general economic
situation may require revisions of certain assumptions and estimates. This may lead to material
adjustments to the carrying value of certain assets and liabilities within the next financial year. At this
stage, management is not able to reliably estimate the impact as events are unfolding day by day.
The long-term impact may also affect trading volumes, cash flows and profitability. Nevertheless, at
the date of these financial statements, the Company continues to meet its obligations as they fall due
and therefore continues to apply the going concern basis of preparation.

No events other than those described above occurred since the balance sheet date that would have
a material impact on the 2021 financial statements.

Expected development of the Company and its activities

The Company will continue in its current activities as described earlier in this report. The priority is, on
the one hand, to increase revenues from the rental of buildings by intensifying rental activity and, on
the other hand, by selling selected properties to third parties.

As of the date of preparing the financial statements, 10 properties out of 36 were sold off with the total
price of CZK 220.5 million. The total selling price exceeded the total market value as
of 31 December 2020 by almost 2%.

In 2022 and the following periods, the Company will consider selling the properties with below-average
results. Therefore, the Company’s management monitors the development on the relevant market so
that certain assets could be sold and, when appropriate, subsequently replaced with more prospective
assets.

Research and development
The Company undertakes no research and development activities.

Environmental protection and labour relations
The Company undertakes no action in respect of the environmental protection.






Financial statements as of 31 December 2021
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BALANCE SHEET

full version

As of
31.12.2021
(in CZK thousand)

TOTAL ASSETS

Fixed assets

Intangible fixed assets

Valuable rights

Software

Tangible fixed assets

Land and structures

Land

Structures

Tangible movable assets and

sets of tangible movable assets
Prepayments for tangible fixed assets and
tangible fixed assets under construction
Prepayments for tangible fixed assets

Tangible fixed assets under construction
Non-current financial assets
Equity investments - controlled or controlling entity
Current assets

Receivables

Long-term receivables
Receivables - other

Sundry receivables

Short-term receivables

Trade receivables

Receivables - other

State - tax receivables
Short-term prepayments made
Estimated receivables

Sundry receivables

Other assets

Deferred expenses

Accrued income

Cash

Cash on hand

Cash at bank

Arcona Capital Central European Properties, a.s.

Gross
1070378
955 488
292
292
292
955 191
948 720
33671
915 049

2488

3983

3983
5

5

114 890
43 203
27 199
27 199
27 199
15 842
8336
7 506
184
2572
4746
4

162
156

6
71687

71679

Corporate ID 247 27 873

Politickych véznt 912/10

Praha 1
11000
31.12.2021 31.12.2020
Adjustment Net Net
226 222 844 156 1105 085
219974 735514 940973
292 584
292
292
219 682 735 509 940 968
217 361 731359 939 626
33671 56 196
217 361 697 688 883430
2321 167 206
3983 1136
1000
3983 136
5 5
5 5
6248 108 642 164 112
6248 36 955 23990
27 199 3576
27 199 3576
27 199 3576
6248 9594 19 577
6248 2088 6706
7 506 12871
184 1223
2572 5438
4746 6210
4
162 837
156 250
6 587
71687 140 122
8 13
71679 140 109



31.12.2021 31.12.2020

TOTAL LIABILITIES & EQUITY 844 156 1105 085
A. Equity 134 604 113791
Al Share capital 24 678 26 343
Al Share capital 24 678 26343
Al Share premium and capital funds 230770 228199
ALl Share premium 208 739 225302
All.2. Capital funds 22 031 2897
A.Il.2.2.  Gains or losses from the revaluation of assets and liabilities (+/-) 22031 2897
A.lll. Funds from profit 0
A.IV. Retained earnings (+/-) -139 086 -139 241
AV.1. Accumulated profits or losses brought forward (+/-) -139 086 -139 241
AV. Profit or loss for the current period (+/-) 18 242 -1510
B.+C. Liabilities 709 552 991 294
B. Reserves 12 006
B.IlL Income tax reserve 12 006
C. Payables 697 546 991 294
C.l. Long-term payables 666 475 898 137
C.I.1. Bonds issued 0
C.l.2. Payables to credit institutions 347 176 515028
C.1.3. Long-term prepayments received 9555 8714
C.I.7. Payables - associates 183923 221138
C.1.8. Deferred tax liability 49292 61244
C.1.9. Payables - other 76 529 92013
C.1.9.3.  Sundry payables 76 529 92013
C.II. Short-term payables 29 677 89 394
C.I.1. Bonds issued 0
C.1.2. Payables to credit institutions 15041 61967
C.1.3. Short-term prepayments received 1025 5406
C.l.4. Trade payables 3848 9323
C.11.8. Other payables 9763 12 698
C.I.8.4.  Social security and health insurance payables 36 31
C.I.8.5.  State - tax payables and subsidies 12 14
C.I.8.6.  Estimated payables 9 656 11593
C.I.8.7.  Sundry payables 59 1060
c.ln. Other liabilities 1394 3763

C.I.1. Accrued expenses 1394 3763
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D.2.
D.2.1.

E.1.
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111.3.

F.1.
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PROFIT AND LOSS ACCOUNT Arcona Capital Central European Properties, a.s.

structured by the nature of expense method

Year ended
31.12.2021
(in CZK thousand)

Year ended
31.12.2021

Sales of products and services

Purchased consumables and services

Consumed material and energy

Services

Staff costs

Payroll costs

Social security and health insurance costs and other charges

Social security and health insurance costs

Adjustments to values in operating activities

Adjustments to values of intangible and tangible fixed assets

Adjustments to values of intangible and tangible fixed assets - permanent

Adjustments to values of intangible and tangible fixed assets - temporary

Adjustments to values of receivables

Other operating income

Sales of fixed assets

Sales of material

Sundry operating income

Other operating expenses

Net book value of sold fixed assets

Taxes and charges

Sundry operating expenses

Operating profit or loss (+/-)

Interest income and similar income

Interest income and similar income - controlled or controlling entity

Other interest income and similar income

Interest expenses and similar expenses

Interest expenses and similar expenses - controlled or controlling entity

Other interest expenses and similar expenses

Other financial income

Other financial expenses

Financial profit or loss (+/-)

Profit or loss before tax (+/-)

Income tax

Due income tax

Deferred income tax (+/-)

Profit or loss net of tax (+/-)

Profit or loss for the current period (+/-)

Net turnover for the current period

Corporate ID 247 27 873

Politickych vézn 912/10

Praha 1
110 00

Year ended

31.12.2020
134515 175 560
97 989 114 943
42 606 56 440
55383 58 503
241 241
180 180
61 61
61 61
-6 056 18 609
-6 658 15127
21875 25927
-28 533 -10 800
602 3482
221 640 138913
220 545 137 500
12 12
1083 1401
228 403 135481
224 720 132 096
1414 1587
2269 1798
35578 45199
29 108
29 20
88
37 140 44 758
24040 26 015
13 100 18 743
15917 526
577 11222
-21771 -55 346
13 807 -10 147
-4 435 -8 637
12 006 71
-16 441 -8 708
18 242 -1510
18 242 -1510
372101 315 107



STATEMENT OF
CHANGES IN EQUITY

Year ended
31.12.2021
(in CZK thousand)

Balance at 31 December 2019
Distribution of profit or loss
Revaluation of derivatives

Profit or loss for the current period
Balance at 31 December 2020
Distribution of profit or loss

Hedge accounting

Decrease in share capital

Decrease in share premium*
Profit or loss for the current period
Balance at 31 December 2021

Gains or losses from
Share capital Treasury shares Share premium the revaluation of
assets and liabilities

26343 225 302 1125
1772
26343 225 302 2897
19134
-1665
-16 563
24678 208 739 22031

*The decrease in share premium was due to the repurchase of treasury shares and their subsequent disposal.

Accumulated profits
or losses brought
forward

Funds from profit,
reserve fund

-68 881
-70 360

-139 241

-1510

1665

-139 086

Other profit or loss
from prior years

Arcona Capital Central European Properties, a.s.
Corporate ID 247 27 873

Profit share
prepayments
declared

Politickych véznii 912/10

Profit or loss for
the current period

-70 360
70 360

-1510
-1510
1510

18 242
18 242

Praha 1
110 00

TOTAL EQUITY

186 449

1772
-1510
113791

19134
-16 563

18 242
134 604



Al
A1l
Al.2.
A.13.
A.15.
A*
A2
A2.1
A2.2.
AF*
A3.
A4,
A5,

A.***

B.1.
B.2.

B.***

C.1.

C.***

CASH FLOW
STATEMENT

Year ended
31.12.2021
(in CZK thousand)

Opening balance of cash and cash equivalents

Opening balance of cash and cash equivalents after transformation
Cash flows from ordinary activities (operating activities)

Profit or loss before tax

Adjustments for non-cash transactions
Depreciation of fixed assets

Change in provisions and reserves
Profit/(loss) on the sale of fixed assets
Interest expense and interest income

Net operating cash flow before changes in working capital

Change in working capital

Change in operating receivables and other assets
Change in operating payables and other liabilities
Net cash flow from operations before tax
Interest paid

Interest received

Income tax paid from ordinary operations

Net operating cash flows

Cash flows from investing activities

Fixed assets expenditures

Proceeds from fixed assets sold

Net investment cash flows

Cash flow from financial activities

Change in payables from financing

Net financial cash flows

Net increase or decrease in cash and cash equivalents
Closing balance of cash and cash equivalents

Arcona Capital Central European Properties, a.s.
Corporate ID 247 27 873

Politickych véznd 912/10

Praha 1
11000

Year ended Year ended

31.12.2021 31.12.2020
140 122 109 426
13 807 -10 147
35230 58 497
21875 25927
-27 931 -7318
4175 -5404
37111 45 292
49 037 48 350
-15 600 -20 495
-14 320 -11 590
-1280 -8 905
33437 27 855
-34 579 -43 352
29 108
753 2622
-360 -12 767
-12 603 -21199
220 545 137 500
207 942 116 301
-276 017 -72 838
-276 017 -72 838
-68 435 30 696
71 687 140 122



Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

1. General Information and Principal Activities

Formation and Description of the Company

The Company was established on 1 October 2010 as the successor company on the basis of a domestic
merger by amalgamation of the dissolving companies MEI Properties, a.s., corporate ID 282 53 302,
and DELTATEL, s.r.o., corporate ID 278 80 362. As a result of the merger, the net assets of both
companies were transferred to the Company. In 2012, MEI Properties, a.s., corporate 1D 247 27 873,
was renamed to Palmer Capital Central European Properties, a.s. and on 5 August 2016, the name
of the company was changed to Arcona Capital Central European Properties, a.s., (the “Company”).

The Company’s primary business activities include the lease of real estate, residential and
non-residential premises without the provision of other than basic services ensuring the proper
operation of real estate, residential and non-residential premises. The Company owns a portfolio of real
estate located in the Czech Republic.

The Company does not have its own employees and its activities are performed by suppliers.
Owners of the Company

As of 31 December 2021, the Company’s shareholders are:

MEI-Czech Offices Il C.V. (Kingdom of the Netherlands) 42.11%
Middle Europe Opportunity Fund 111 N.V. (Kingdom of the Netherlands) 37.10%
Other (Kingdom of the Netherlands) 20.79%

Registered Office

Arcona Capital Central European Properties, a.s.
Politickych vézni 912/10
110 00 Prague 1, Nové Mésto, Czech Republic

Corporate ID
247 27 873

Members of the Board of Directors and Supervisory Board as of 31 December 2021

Members of the Board of Directors Members of the Supervisory Board
Guy St John Barker (Chairman) Tina Kathrin Rauh (Member)
Ing. Zbynéek Laube

Each member of the Board of Directors acts individually on behalf of the Company.
Changes in the Register of Companies

In 2021, the following changes were recorded in the Register of Companies:

Based on the decision of the general meeting, the reduction of the registered capital was recorded on
17 December 2021 and was used to settle a part of the losses of the Company.
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

b)

Significant Accounting Policies Used by the Company

The financial statements were prepared in accordance with the Accounting Act and relevant regulations
and decrees effective in the Czech Republic.

The financial statements were prepared in accordance with Regulation of the Ministry of Finance
of the Czech Republic 500/2002 Coll., which provides implementation guidance on certain provisions
of Act No. 563/1991 Coll., on Accounting, as amended, for reporting entities that are businesses
maintaining double-entry accounting records. Comparative information for 2020 is presented in
accordance with the arrangement and designation of items of the balance sheet and profit and loss
account according to the Regulation as amended for 2021.

The financial statements are prepared on the going concern basis.
Tangible and Intangible Fixed Assets

Tangible and intangible fixed assets are stated at cost. Tangible fixed assets with an acquisition cost
lower than CZK 40 thousand and intangible fixed assets with an acquisition cost lower than
CZK 60 thousand are not presented in the balance sheet and are charged to expenses in the year
of acquisition.

Valuation of internally produced fixed assets includes direct material, direct wages and overhead costs
directly related to their production until the period of capitalisation.

The following table includes the methods and periods of depreciation by asset group:

Assets Method Depreciation period
Structures Straight line 30/50 years
Machinery and equipment Straight line 5 years

Depreciation is recognised in the profit and loss account under ‘Adjustments to values of intangible
and tangible fixed assets — permanent’.

Technical improvements of leased assets are depreciated on a straight line basis over the shorter
of the lease term or the estimated useful life.

Recognition of Provisions and Reserves
Tangible fixed assets

The Company creates provisions against tangible fixed assets based on a comparison of the total net
book value of the portfolio of buildings and land with the total market valuation of the portfolio.
The Company selected this approach based on its business strategy.

The determination of the market valuation is based on expert opinions and analyses prepared by
external experts as well as on internal valuation.

The creation and release of provisions is recognised in the profit and loss account under ‘Adjustments
to values of intangible and tangible fixed assets — temporary’.
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

d)

f)

Receivables

The Company creates provisions against doubtful receivables on the basis of its individual analysis
of the solvency of its customers and the ageing analysis of receivables.

The creation and release of provisions is reported in the profit and loss account under *Adjustments to
values of receivables’.

Reserves

The Company creates an income tax reserve due to the fact that the financial statements are prepared
before the amount of the tax liability is determined. In the following reporting period, the Company
releases the reserve and recognises the ascertained tax liability.

Foreign Currency Translation

Transactions denominated in foreign currencies are translated using the daily exchange rate
of the Czech National Bank. During the year, the Company only accounts for realised exchange rate
gains and losses.

At the balance sheet date, the relevant assets and liabilities in foreign currencies are translated at
the Czech National Bank’s exchange rate. Unrealised exchange rate gains and losses are recorded in
profit or loss.

Income Taxation
Income taxation for the period is composed of the tax payable and movements in the deferred tax.

Tax payable includes the estimated tax calculated from the tax base using the tax rate effective as
of the first date of the reporting period and all additional assessments and refunds for prior periods.

The deferred tax is based on all temporary differences between the accounting and tax values of assets
and liabilities, or other temporary differences (e.g. tax loss) using the anticipated tax rate applicable for
the period in which the deferred tax liability is settled or deferred tax asset is recovered.

The deferred tax asset is recognised only when it is likely that it will be recovered in the following
reporting periods.

Classification of Payables

The Company classifies the portion of long-term payables, bank loans and financial borrowings with
a maturity shorter than one year as of the balance sheet date as short-term.

Revenue Recognition

Revenue from leases is recognised as of the date of provision of the service and is reported net
of discounts and value added tax. Income from rebilling of expenses is reported in the period to which
it relates on an accrual basis. Sales of real estate are recognised as of the date when the proposal for
entry in the cadastre of real estate is filed and they are reported under “Sales of fixed assets and material’
net of discounts and value added tax. The corresponding costs are reported under ‘Net book value
of sold fixed assets and material’.
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

9)

h)

)

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the application of accounting policies and the amounts of assets, liabilities, income and expenses
reported in the financial statements. These estimates are made based on historical experience and
various other facts that are considered appropriate as of the date of preparation of the financial
statements and they are used when the carrying amounts of assets and liabilities are not fully evident
from other sources or when uncertainty exists regarding the application of the individual accounting
policies. Actual outcomes may differ from the estimates. The estimates and assumptions are regularly
revised. Adjustments to accounting estimates are taken into account in the period when these estimates
are revised if the revision concerns only the relevant reporting period, or in the period of revision and
in future periods if the revision affects the current and future periods. Estimates and the initial
assumptions used in the current reporting period primarily affect the value of the reported tangible fixed
assets and deferred tax.

Cash deposited to secure bank loans

The Company accounts for cash deposited as collateral in accordance with the terms of bank loans as
‘Cash at bank’.

Cash deposited on escrow account

As of the balance sheet date, cash related to the sale of fixed assets deposited on an escrow account is
reported under ‘Other short-term receivables’ due to the limited manageability of this cash by
the Company if all requirements for the release of this cash are not met.

Derivatives

The Company uses interest rate swaps to hedge the risk associated with interest rate fluctuation. As
of the balance sheet date, the Company measures these derivatives at fair value. The fair value is
determined on the basis of the value determined by an expert.

In accordance with accounting regulations, the Company decided to apply hedge accounting to report
effects from the hedging of currency risks.

The Company applies hedge accounting if:
e The collateral is in line with the Company’s risk management strategy;
e At the time of the hedging transaction, the hedge relationship is formally documented;
e The hedge relationship is expected to be effective throughout its life cycle;
e The effectiveness of the hedge relationship is objectively measurable;

e The hedge relationship is effective during the reporting period, which means that changes in
the fair values or cash flows of hedging instruments corresponding to the hedged risk range
from 80% to 125% of changes in the fair values or cash flows of hedging instruments
corresponding to the hedged risk; and

¢ Inthe case of cash flow hedges, the expected transaction is highly likely to occur and presents
a risk of changes in cash flows affecting the profit or loss.
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

In accordance with accounting regulations, the Company uses hedge accounting to report
the impact of hedged currency risk (bank loan).

If the Company hedges the risk of variability in cash flows from recorded assets, liabilities or
expected transactions, the effective part of hedging (i.e. change in the fair value of the hedging
instrument arising from the hedged risk) is recognised as part of equity under ‘Gains or losses
from the revaluation of assets and liabilities’. The non-effective part is included in the profit and
loss account.

k) In 2021, the reporting of derivative transaction costs in the Profit and Loss Account was adjusted from
lines *Other income from other non-current financial assets” and ‘Costs of other non-current financial
assets’ to the more appropriate lines ‘Other financial income’ and “Other financial expenses’. In
addition, the recognition of interest on derivatives in the Profit and Loss account was moved from line
‘Other interest expenses and similar expenses’ to a more appropriate line ‘Other financial expenses’.
The values for 2020 were adjusted accordingly in the Profit and Loss Account and the relevant Notes
to the Financial Statements.

3. Fixed Assets

Land Buildings Equipment Assets under Prepayment Total 2021 Total 2020

construction s made
Cost
Balance as of 1 January 56196 1170574 3064 136 1000 1230970 1376884
Additions 9754 13601 23355 46 223
Disposals -22 525 -265 279 -576 -9 754 -1000 -299 134 -192137
Reclassification -
Balance as of 31 December 33 671 915 049 2488 3983 0 955191 1230970
Accumulated
depreciation/amortisation
Balance as of 1 January - 249 264 2 858 - -- 252 122 261 228
Additions 224 029 38 224 067 150 817
Disposals -265 279 -575 -265854  -159 923
Reclassification -
Balance as of 31 December 208 014 2321 - -- 210335 252 122
Provisions
Balance as of 1 January - -37 880 -- - -- -37 880 -48 680
Change in provisions 28533 28 533 10 800
Balance as of 31 December -9 347 -9 347 -37 880
Balance as of 1 January 56 196 883 430 206 136 1 000 940968 1066976
Balance as of 31 December 33671 697 688 167 3983 0 735509 940 968

As of 31 December 2021, the total number of real estate was 26 (2020: 36).
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

b)

The most significant disposals of fixed assets in 2021 included the sale of a group of 9 properties
of FCMV Properties, s.r.o. and the sale of a building in Usti nad Orlici.

The value of the assets stated in the expert opinion prepared by CBRE s.r.0. as of 31 December 2021,
and approved by the Company’s management, was lower for some buildings than the value reported in
the accounting records. The Company created provisions for buildings where the market value or
selling price were lower than the book value.

As of 31 December 2021, the Company recorded a provision for fixed assets of CZK 9,347 thousand
(as of 31 December 2020: CZK 37,880 thousand).

Assets pledged as collateral are disclosed in Note 11.

Non-Current Financial Assets

In 2018, the Company as the sole owner established the following subsidiaries:

2021 Ownership percentage Share capital
Arcona Capital CEP | s.r.o. 100% 1
Arcona Capital CEP Il s.r.o. 100% 1
Arcona Capital CEP Ill s.r.o0. 100% 1
Arcona Capital CEP IV s.r.o. 100% 1
Arcona Capital CEP V s.r.o. 100% 1
Total 5

In 2020-2021, the companies were not active.

Trade Receivables and Payables

Short-term trade receivables amount to CZK 8,336 thousand (2020: CZK 12,351 thousand).
The provision against doubtful receivables as of 31 December 2021 amounted to CZK 5,645 thousand
(2020: CZK 5,645 thousand).

Short-term trade payables amount to CZK 3,848 thousand (2020: CZK 9,323 thousand), of which
payables past their due dates amount to CZK 0 (2020: CZK 0).
Short-Term Prepayments Received

Short-term prepayments received in the amount of CZK 1,025 thousand (2020: CZK 5,406 thousand)
represent deposits received with respect to the lease of real estate and prepayments for property
management.

Estimated Receivables

Estimated receivables in the amount of CZK 4,746 thousand (2020: CZK 6,210 thousand) relate to
services rebilled to tenants, especially for heat supplies.
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Arcona Capital Central European Properties, a.s.

Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

8. Provisions

Provision against receivables

Balance as of 1 January 2021 5 645
Change in current reporting period 603
Balance as of 31 December 2021 6248

9. Share capital and share premium

Share capital Share premium Total
537 registered shares in certificate form with the nominal value
of CZK 25,000 13425 13425
4 registered shares in certificate form with the nominal value
of CZK 5,000 20 20
1 registered share in certificate form with the nominal value
of CZK 15,000 15 15
11,218 registered shares in certificate form with the nominal value
of CZK 1,000 11 218 208 739 219 957
Balance as of 31 December 2021 24678 208 739 233417

10. Equity

As of the day of preparation of the financial statements, no decision was made about the settlement
of loss for the current period. The accounting profit for the current period will be transferred to the
account of accumulated profits brought forward.

11. Bank Loans

Balance as of Due in less Due from  Due in more
2020 Due date Interest rate 31Dec2020 thanlyear 1to5years thanb5 years
Loan 2024 3M Pribor + 1.89% 576 993 61 965 515028 -
Total 576 993 61 965 515028 -

Balance as of Due in less Due from  Due in more
2021 Due date Interest rate 31Dec2021 thanlyear 1to5years thanb5 years
Loan 2024 3M Pribor + 1.89% 362 217 15041 347 176 --
Total 362 217 15041 347176 --

As of 24 October 2020, the bank loan from Raiffeisenbank was refinanced by the same bank.
The bank loan is provided in CZK and secured as follows:

— Pledge on real estate;

— Pledge on receivables;

— Pledge on receivables arising from insurance premium;
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Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

12.

13.

— Pledge on bank accounts; and
— Pledge on the Company’s shares.

Other liabilities of the Company are subordinated to the bank loan. The bank loan is repaid quarterly
and if a piece of property is sold, an extraordinary loan instalment is made.

Interest rate risk associated with the bank loan is secured by the conclusion of an interest rate swap in
2020.

From 1 January 2017, the Company began applying hedge accounting. The fair value of hedging
derivatives reduced by the deferred tax effect is recognised under ‘Gains or losses from the revaluation
of assets and liabilities’ in the Company’s equity in accordance with the accounting principles referred
to in Note 2j.

2020 Date of conclusion Due date Currency Nominal value Fair value
Interest rate swap 24 Jun 2020 31 Oct 2024 CzK 318338 3576 (receivable)
2021 Date of conclusion Due date Currency Nominal value Fair value
Interest rate swap 24 Jun 2020 31 Oct 2024 CzZK 318 338 27199

Information on Revenues

The Company’s revenues represent revenues from lease of residential and non-residential premises in
the Czech Republic and revenues from services related to the lease. In 2021, these revenues amounted
to CZK 134,515 thousand (2020: CZK 175,560 thousand).

Sales of fixed assets include the sale of properties of CZK 220,545 thousand in 2021
(2020: CZK 137,500 thousand for four properties).
Other Financial Expenses and Other Financial Income

Other financial income primarily includes realised and unrealised foreign exchange rate gains
of CZK 15,917 thousand for 2021 (2020: CZK 57 thousand) and income from derivative transactions
for 2021 amounted to CZK 0 in 2021 (2020: CZK 469 thousand).

Other financial expenses primarily include realised and unrealised Exchange rate losses and bank fees
of CZK 577 thousand for 2021 (2020: CZK 10,315 thousand) and expenses arising from derivative
transactions in 2021 amounted to CZK 0 (2020: CZK 264 thousand).
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Notes to the Financial Statements

Year Ended 31 December 2021

(CZK thousand)
14. Related Party Information
a) Related party transactions
Under ‘Sundry payables’, the Company reports the following balances from loans provided by related
parties:
Short-term Long-term
2020 2021 2020 2021
Majority shareholder
Other related parties - 313152 260 452
The Company records loans received from MEOF I1l. N.V. in the amount of CZK 183,923 thousand
(2020: CZK 221,138 thousand) and Florijn Investments B.V. in the amount of CZK 76,529 thousand
(2020: CZK 92,013 thousand) including capitalised interest. The interest rates of both loans are fixed
at 8%. Both loans are provided in EUR and due on 30 June 2024. In 2021, interest expenses amounted
to CZK 24,039 thousand (2020: CZK 26,015 thousand).
These loans are subordinated to a bank loan.
b) Remuneration and loans to members of statutory and supervisory bodies
Board of Directors Supervisory Board
2021 2020 2021 2020
Number of members 2 2 1 1
Remuneration for the performance of the function 120 120 60 60
Payables to members of statutory and supervisory bodies as of 31 December 2021 amount to
CZK 59 thousand (2020: CZK 48 thousand) and are reported under ‘Other short-term payables’.
Due amounts arising from social security and health insurance are CZK 36 thousand (2020:
CZK 31 thousand).
15. State — Tax Payables and Tax Receivables
Tax payables amount to CZK 12 thousand (2020: CZK 14 thousand).
As of 31 December 2021, the Company reports a tax receivable arising from value added tax in
the amount of CZK 184 thousand (2020: CZK 1,223 thousand) under ‘State — tax receivables’.
In 2020, the reserve for income tax amounted to CZK 12,006 thousand (2020: CZK 0).
16. Estimated Payables

Estimated payables in the amount of CZK 9,656 thousand (2020: CZK 11,593 thousand) primarily
relate to services rebilled to tenants, especially for the supply of electricity as well as the supply of other
services that relate to the reporting period, but for which no invoice was received as of the balance
sheet date.
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Notes to the Financial Statements

Year Ended 31 December 2021
(CZK thousand)

17.

a)

18.

19.

20.

Income Tax
Payable

In the taxation period of 2021, the Company reports income tax payable in the amount
of CZK 12,006 thousand.

Deferred
Assets Liabilities Difference
2020 2021 2020 2021 2020 2021
Tangible fixed assets - -60565 -44124 -60565 -44 124
Assets - 1187 - -- 1187
Effective part of the derivative (charged to equity) - -679 -5168 -679 -5168
Deferred tax asset/(liability) - 1187 -61244  -49292 -61244  -48105

In line with the accounting policies disclosed in Note 2d, a tax rate of 19% was utilised in calculating
the deferred tax asset (2020: 19%).

Information on the Fee to the Statutory Auditor

This information is disclosed in the notes to the consolidated financial statements of the consolidation
group where the Company is included.

Off Balance Sheet Commitments

The Company has no commitments that would not be reported in the balance sheet as
of 31 December 2021 and 31 December 2020.

Cash Flow Statement

For the purpose of preparation of the cash flow statement, cash and cash equivalents include cash on
hand, cash in transit and cash at bank and other financial assets the valuation of which can be reliably
determined and which are easily convertible into cash. Cash and cash equivalents at the end
of the reporting period are as follows:

Balance as of 31 December

2021 2020
Cash on hand 8 13
Cash at bank 71679 140 109
Cash and cash equivalents 71687 140 122

Cash flows from operating, investment and financial activities presented in the cash flow statement are
not offset.
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Notes to the Financial Statements
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21. Significant Post Balance Sheet Events

In 2021, the ongoing pandemic situation related to COVID-19 caused extensive economic damage.
Although the Company’s management has not noticed a significant decrease in sales as of the balance
sheet date, the situation continually changes, and so it is not possible to predict future impacts
of the pandemic on the Company’s activities. The Company management will continue monitoring
thepotential impacts and will adopt all possible measures to mitigate any negative effects on the
Company.

The Company’s management has considered the potential impacts of COVID-19 on its activities and
business and concluded in 2021 that they do not have a significant impact on the going concern
assumption. Therefore, the present annual report and financial statements for the year ended
31 December 2021 were prepared with the assumption that the Company will continue as a going
concern.

The ongoing military conflict in Ukraine and the related sanctions targeted against the Russian
Federation may have an impact on the European and global economy. The entity does not have any
significant direct exposure to Ukraine, Russia or Belarus. However, the impact on the general economic
situation may require revisions of certain assumptions and estimates. This may lead to material
adjustments to the carrying value of certain assets and liabilities within the next financial year. At this
stage, management is not able to reliably estimate the impact as events are unfolding day by day.
The long-term impact may also affect trading volumes, cash flows and profitability. Nevertheless, at
the date of these financial statements, the Company continues to meet its obligations as they fall due
and therefore continues to apply the going concern basis of preparation.

As of the date of preparation of the financial statements, the management of the Company is not aware
of any significant subsequent events other than the above that would have an impact on the financial
statements as of 31 December 2021.
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Having its registered office at: Politickych vézridi 912/10, Nové Mésto, 110 00 Praha 1
Opinion

We have audited the accompanying financial statements of Arcona Capital Central European Properties, a.s. (hereinafter
also the “Company”) prepared on the basis of accounting regulations applicable in the Czech Republic, which comprise
the balance sheet as of 31 December 2021, and the profit and loss account, statement of changes in equity and cash
flow statement for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of Arcona Capital
Central European Properties, a.s. as of 31 December 2021, and of its financial performance and its cash flows for the year
then ended in accordance with accounting regulations applicable in the Czech Republic.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Auditing Standards of the Chamber of Auditors
of the Czech Republic, which are International Standards on Auditing (ISAs), as amended by the related application
guidelines. Our responsibilities under this law and regulation are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company in accordance with
the Act on Auditors and the Code of Ethics adopted by the Chamber of Auditors of the Czech Republic and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information in the Annual Report

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information included in
the Annual Report other than the financial statements and auditor’s report thereon. The Company’s Board of Directors
is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit
of the financial statements, our responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. In addition, we assess whether the other information has been prepared,
in all material respects, in accordance with applicable law or regulation, in particular, whether the other information
complies with law or regulation in terms of formal requirements and procedure for preparing the other information in
the context of materiality, i.e., whether any non-compliance with these requirements could influence judgments made
on the basis of the other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:

e The other information describing the facts that are also presented in the financial statements is, in all material
respects, consistent with the financial statements; and
e The other information is prepared in compliance with applicable law or regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Company obtained in
the audit, on whether the other information contains any material misstatement of fact. Based on the procedures we
have performed on the other information obtained, we have not identified any material misstatement of fact.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte
organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which
cannot obligate or bind each other in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions,

and not those of each other. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.



Responsibilities of the Company’s Board of Directors for the Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting regulations applicable in the Czech Republic and for such internal control as the Board of Directors
determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Board of Directors either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with the above law or regulation, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

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

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

e Evaluate the overall presentation, structure, and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

In Prague on 25 May 2022
Audit firm: Statutory auditor:

Deloitte Audit s.r.o. Miroslav Mayer
registration no. 079 registration no. 2529
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