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MISSION STATEMENT

KEY FIGURES
KEY FIGURES

PROFIT OR LOSS STATEMENT 

For the nine month ended For the three months ended
For the

year ended

In EUR thousand Sep 30, 2018 Sep 30, 2017 Sep 30, 2018 Sep 30, 2017 Dec 31, 2017

Income from rental activities 99,584 78,668 34,638 27,270 109,181

EBITDA from rental activities 70,695 55,914 23,956 19,441 77,090

EBITDA margin 74.7% 75.3% 72.5% 75.0% 74.6%

EBITDA total 74,243 58,340 26,082 20,553 81,001

FFO 1 (from rental activities) 50,911 40,165 17,311 13,453 54,345

AFFO (from rental activities) (*) 41,400 34,186 13,876 11,189 45,857

FFO 2 (incl. disposal results) 54,459 42,591 19,437 14,565 58,256

(*) 2017 figures are adjusted for energetic modernization CAPEX.

FURTHER KPIs

Residential Sep 30, 2018 Dec 31, 2017

Monthly in-place rent (EUR per m2) 6.65 6.42

Total vacancy rate 3.1% 3.6%

Number of units 22,218 20,649

Rental growth 5.5% 4.8%

BALANCE SHEET

In EUR thousand Sep 30, 2018 Dec 31, 2017

Fair value of properties 3,848,453 3,321,198

LTV 41.9% 39.6%

EPRA NAV 2,201,480 1,988,757

EPRA NAV per share 49.92 45.10

Our approach of combining business and family life 

is what distinguishes ADO: We live a smart business, 

in which values are appreciated – be they of human 

or financial nature. This appreciation is reflected not 

only in our daily business but also in our position in 

the market. On the following pages we present the 

key figures for the third quarter of 2018. We are hap-

py with the way our operating figures have developed 

and look forward to the last quarter of the year.
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DEAR INVESTORS,

Today we present you the most important figures 

for the third quarter of 2018. The good operational 

performance of our existing portfolio is well 

on track concerning new rentals as well as the 

execution of our CAPEX program. The like-for-like 

rental growth increased by 40 bsp to 5.5% in Q3 

and resulted in an average rent of EUR 6.65   

per m2. Especially positive is also our FFO 1 of 

EUR 50.9 million and our share price of EUR 51.60. 

This is in contrast to the downgrading by the 

rating agency Moody’s in October following 

the cancellation of a planned bond issuance. 

ADO still has a solid financial structure with 

moderate LTV of 41.9%. Our main task in the 

previous and the coming weeks has been and is 

to work on different refinancing options like the 

one we already implemented by the issuance 

of Schuldschein loans and the bank facility we 

LETTER FROM THE MANAGEMENT TEAM

VALUE 
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signed. We are confident that we will execute 

further funding steps until the end of the year.

This situation will not affect the guidance 

and the operational side of the business. Our 

teams are focusing wholly on the core of our 

business – continuing to increase the value of 

our existing portfolio. After implementing the next 

funding steps, we will be able to continue with 

acquisitions from the beginning of next year.

Our overall outlook can only be described as 

positive: The German, and particularly the Berlin, 

residential sector are among the most stable real 

estate asset classes in Europe with strong rental 

growth and continued favorable prospects. 

For us this means that we will continue to work 

on the growth of our company and look forward 

with confidence to the final quarter of 2018.

Sincerely yours, 
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KEY STOCK MARKET DATA 

ADO shares are traded on the Prime Standard 

of the Frankfurt Stock Exchange. During the 12 

months ended September 30, 2018, the shares 

traded between EUR 40.00 and EUR 55.75. ADO 

shares are included in the SDAX index of Deutsche 

Börse and the relevant real estate sector indices of 

the EPRA index family.

SHAREHOLDER STRUCTURE 

The total number of outstanding shares of ADO 

Properties amounts to 44.1 million. Alongside the 

main shareholder ADO Group Ltd., which holds 

a 38.2% stake in ADO Properties S.A., the 61.8% 

free float shares are held mainly by institutional 

investors.

ANALYST COVERAGE 

ADO shares are currently covered by twelve 

analysts. The target prices range from EUR 43.00 

to EUR 65.00 per share with an average target 

price of EUR 55.10.

INVESTOR RELATIONS ACTIVITIES 

ADO maintains an active dialogue with its share-

holders and analysts. The Senior Management Team 

participates in relevant capital market conferences 

and roadshows to provide investors with direct 

access to all relevant information. The information 

provided during these events can be found, acces-

sible for all investors, on the Company homepage.

DIVIDEND POLICY 

On June 19, 2018, the Annual General Meeting ap-

proved a dividend payout totaling EUR 26.5 million 

or EUR 0.60 per share representing a 49% payout of 

the total FFO 1 of the year 2017 and an increase of 

33% compared to the previous dividend. Going for-

ward, ADO Properties aims to distribute an annual 

dividend of up to 50% of FFO 1.

STOCK 
MARKET AND 
THE ADO 
SHARE

INVESTOR RELATIONS

1st day of trading Jul 23, 2015

Subscription price EUR 20.00

Price at the end of Q3 2018 EUR 51.60

Highest share price LTM EUR 55.75

Lowest share price LTM EUR 40.00

Total number of shares 44.1 million

ISIN LU1250154413

WKN A14U78

Symbol ADJ

Class 
Dematerialized 
shares

Free float 61.8%

Stock exchange 
Frankfurt Stock 
Exchange

Market segment Prime Standard

Market index SDAX

EPRA indices

FTSE EPRA/NAREIT 
Global Index, 
FTSE
EPRA/NAREIT 
Developed Europe 
Index,
FTSE EPRA/NAREIT 
Germany Index

THE SHARE 

SHARE INFORMATION (AS AT 30/09/2018)

EUR

2.3 bn
market capitalization

SHARE PRICE DEVELOPMENT

ADO Properties S.A.        SDAX        FTSE EPRA/NAREIT Germany

INVESTOR RELATIONS

October 2, 2017

40.60
Lowest
closing 
price

55.35
Highest
closing 
price

September 28, 2018
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FUNDAMEN-
TALS OF THE 
GROUP
BUSINESS MODEL 

ADO is 100% focused on Berlin and the only listed 

pure play Berlin residential real estate company. 

All our 23,667 units (22,218 residential units) are 

within the city borders of Berlin. We are a residen-

tial real estate specialist with a fully integrated 

asset management platform. Our 345 operational 

employees are all based in Berlin, bringing us closer 

to our assets and tenants. This ensures that we 

are at the heart of new market trends and devel-

opments. Our operational focus in combination 

with our long-standing local sourcing capabilities 

provide the base from which to drive FFO and NAV 

per share by further developing our existing portfo-

lio and through accretive add-on acquisitions. We 

look for value and rental growth in attractive areas 

offering good prospects. Central Locations form the 

largest part of our portfolio, approximately 40% as 

of today, as these were the first areas to experience 

increased demand. Today, we see demand growing 

throughout Berlin, and we continue to grow in all 

attractive micro-locations. An important feature of 

our growth strategy is to retain the balance be-

tween the outskirts and Central Locations. 

In more than a decade of local presence, we have 

established a proven track record of value creation. 

Our management team, with its indepth knowledge 

of the Berlin market, and our efficient, fully inte-

grated and scalable platform are the foundation for 

future value creation.

OBJECTIVES AND STRATEGY

Creating value through strong like-for-like rental 

growth from our real estate portfolio in Berlin is 

the core of our strategy. Our privatization program, 

which we started at the end of 2014, provides 

further options to unlock the hidden value in our 

portfolio and creates another source of income 

from the sale of individual apartments. We reinvest 

the capital released by our privatization activities 

in acquisitions or use it to fund CAPEX to further 

improve the quality of our existing portfolio. 

Our fully integrated active asset management 

employs dedicated strategies for all components 

that influence our rental growth, vacancy rate and 

privatization success. We invest significantly in our 

23,667
units

345
operational  
employees

units to modernize, refurbish and reposition our 

properties to create the right product for the cur-

rent demand. This is a key component of our strate-

gy. Our smart, targeted CAPEX investments result in 

increased rents and reduced vacancies. We closely 

monitor the return on investment of our modern-

ization CAPEX to ensure that these investments 

optimally match current demand. Units that already 

meet today’s standard are being let at market rent 

levels or, if they are designated for privatization, 

sold at market prices. 

We have adopted a conservative financing struc-

ture with an LTV target of 40%, which also permits 

us to benefit from attractive financing conditions 

and allows us to react quickly to opportunities for 

potential acquisitions. 

We continuously review opportunities to acquire 

new assets and portfolios to increase the size of 

our portfolio in Berlin and to add further growth 

options to our internal opportunities. The strategic 

fit of these opportunities to our existing platform 

together with a clear plan to achieve accretive re-

turns for our shareholders are the key criteria that 

guide our acquisitions. 

MANAGEMENT SYSTEM 

ADO Properties S.A.’s Board of Directors together 

with the Senior Management Team manages the 

Company in accordance with the provisions of Lux-

embourg and German company law. The Board of 

Directors’ duties, responsibilities and business pro-

cedures are laid down in its Rules of Procedure. The 

day-to-day management of the Group is executed 

by the Senior Management Team. In cooperation 

with the Board of Directors, the Senior Management 

Team has established various key performance 

indicators for the daily as well as strategic man-

agement of the Group, which reflect the risks and 

opportunities relevant to a focused residential real 

estate business. These indicators are like-for-like 

rental growth, EBITDA from rental activities and net 

results from privatization together with the FFO 1 

per share (from rental activities) and EPRA NAV. 

FINANCIAL PERFORMANCE INDICATORS 

We calculate our NAV and NNNAV based on the 

best practice recommendations of EPRA (Euro-

pean Public Real Estate Association). EPRA NAV 

represents the fair value of net assets on an 

FUNDAMENTALS OF THE GROUP FUNDAMENTALS OF THE GROUP
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ongoing, long-term basis. Assets and liabilities 

that are not expected to crystallize in normal 

circumstances, such as the fair value of financial 

derivatives and deferred taxes on property valua-

tion surpluses, are therefore excluded. Similarly, 

trading properties are adjusted to their fair value 

under the EPRA NAV measure. 

EPRA NAV makes adjustments to IFRS NAV to pro-

vide stakeholders with the most relevant informa-

tion on the fair value of the assets and liabilities 

within a true real estate investment company 

with a long-term investment strategy.

CALCULATION OF EPRA NAV 

Total equity attributable to owners of 

the Company

(+) Revaluation of trading properties 1) 

(−) Fair value of derivative financial 

instruments 2) 

(−) Deferred taxes

= EPRA NAV

1) Difference between trading properties carried in the balance sheet at cost 

(IAS 2) and the fair value of those trading properties. 

EPRA NNNAV is derived by adjusting the EPRA NAV 

to include the fair values of financial instruments, 

debt and deferred taxes. 

The objective of the EPRA NNNAV measure is to 

present net asset value including fair value ad-

justments in respect of all material balance sheet 

items that are not reported at their fair value as 

part of the EPRA NAV.

CALCULATION OF EPRA NNNAV

EPRA NAV

(+) Fair value of derivative financial instruments 2)

(+) Fair value of debt 3)

(+) Deferred taxes

= EPRA NNNAV

2) Net of derivative assets and liabilities stated in the balance sheet. 

3) Difference between interest-bearing debts included in the balance sheet 

at amortized cost and the fair value of interest-bearing debts.

Starting from the revenues in relation to our rental 

activities, we calculate NOI (Net Operating Income) 

and EBITDA from rental activities. 

NOI equals total revenue from the property portfo-

lio less all reasonably necessary operating expens-

es. Aside from rent, a property might also generate 

revenue from parking and service fees. NOI is used 

to track the income generation capability of the 

real estate portfolio. 

EBITDA from rental activities is an indicator of a 

company’s financial performance and is calculat-

ed by deducting the overhead costs from NOI. It 

is used as a proxy to assess the recurring earning 

potential of the letting business. 

EBITDA can be derived by adding the net prof-

it from privatizations to the EBITDA from rental 

activities. It is used to assess the recurring earning 

potential of the business as a whole.

FUNDAMENTALS OF THE GROUP

CALCULATION OF EBITDA 

(FROM RENTAL ACTIVITIES) 

Net rental income

(+) Income from facility services

= Income from rental activities

(−) Cost of rental activities 4)

= Net operating income (NOI)

(−) Overhead costs 5) 

= EBITDA from rental activities

(+) Net profit from privatizations 6)

= EBITDA total

(−) Net cash interest 7)

(+/−) Other net financial costs 8)

(−) Depreciation and amortization

= EBT

4) Cost of rental activities is the aggregate amount of (a) Salaries and other 

expenses; (b) Cost of utilities recharged, net; and (c) Property operations and 

maintenance, as presented in the “Cost of operations” note to the financial 

statements. 

5) Overhead costs represent the “General and administrative expenses” from 

the profit or loss statement excluding one-off costs and depreciation and 

amortization. 

6) Net profit from privatizations is equal to revenue from “Selling of 

condominiums” minus “Selling of condominiums – cost” as presented in 

the “Revenue” and “Cost of operations” notes to the financial statements, 

respectively. 

7) Net cash interest is equal to “Interest on bonds” plus “Interest on other 

loans and borrowings” as presented in the “Net finance costs” note to the 

financial statements, excluding day-1 fair value non-cash adjustment. 

8) Other net financial costs is equal to the total “Net finance costs” from 

the profit or loss statement minus “Net cash interest” as calculated in 

note (7) above. 

In addition, we present the NOI from rental activities 

margin – calculated as NOI divided by net rental in-

come, as well as EBITDA from rental activities margin 

– calculated as EBITDA from rental activities divided 

by net rental income. These metrics are useful to 

analyze the operational efficiency at real estate port-

folio level as well as at company level. 

Starting from EBITDA from rental activities, we cal-

culate the main performance figure in the sector, the 

FFO 1 (from rental activities). This KPI serves as an 

indicator of the sustained operational earnings power 

after cash interest expenses and current income 

taxes of our letting business.

CALCULATION OF FFO 1  

(FROM RENTAL ACTIVITIES)

EBITDA from rental activities

(−) Net cash interest 7)

(−) Current income taxes 9)

= FFO 1 (from rental activities)

9) Only current income taxes relating to rental activities. 

Continuing from FFO 1 (from rental activities), we 

derive AFFO (from rental activities) which is ad-

justed for the impact of capitalized maintenance. 

AFFO (from rental activities) is used as an indica-

tor of the sustained operational earnings power of 

our letting activities after cash interest expenses, 

current income taxes and recurring investment 

requirements in our real estate portfolio.

CALCULATION OF AFFO  

(FROM RENTAL ACTIVITIES)

FFO 1 (from rental activities)

(−) Maintenance capital expenditures 10)

= AFFO (from rental activities)

10) Maintenance capital expenditures relate to public areas investments, 

and form part of the total capitalized CAPEX presented in the “Investment 

properties” note to the financial statements.

FUNDAMENTALS OF THE GROUP
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FUNDAMENTALS OF THE GROUP

FFO 2 (incl. disposal results) is calculated by 

adding the net effect of our privatization activities 

to our FFO 1 (from rental activities). By adding the 

net effect of disposals, it is used to indicate the 

total sustained operational earnings power. 

CALCULATION OF FFO 2  

(INCL. DISPOSAL RESULTS)

FFO 1 (from rental activities)

(+) Net profit from privatizations 6)

= FFO 2 (incl. disposal results)

The loan-to-value ratio (LTV ratio) indicates the 

degree to which the net financial liabilities, calcu-

lated as the nominal amount of the interest-bearing 

loans less cash and cash equivalents, are covered 

by the fair market value of the real estate portfo-

lio. This indicator helps us to ensure a sustainable 

ratio of borrowings compared to the fair value of 

our real estate portfolio. 

CALCULATION OF LTV

Bonds, other loans and borrowings and other 

financial liabilities

(–) Cash and cash equivalents 

= Net financial liabilities

(/) Fair value of properties 11)

= Loan-to-value ratio (LTV)

11) Including investment properties and trading properties at their fair value 

and advances paid in respect of investment properties and trading proper-

ties as at the reporting date.

Permanent debts are calculated by deducting the 

commercial papers and the drawings under the re-

volving credit facility (RCF) from bonds, other loans 

and borrowings and other financial liabilities.

CALCULATION OF PERMANENT DEBTS

Bonds, other loans and borrowings and other 

financial liabilities

(−) Commercial papers

(−) Drawings under the RCF

= Permanent debts 

 

We believe that the alternative performance mea-

sures described in this section constitute the most 

important indicators for measuring the operating 

and financial performance of the Group’s business. 

We expect all of the above described alterna-

tive performance measures to be useful for our 

investors to evaluate the Group’s operating per-

formance, the net value of the Group’s property 

portfolio, the level of the Group’s indebtedness and 

the level of cash flow generated by the Group’s 

business. 

NON-FINANCIAL PERFORMANCE 
INDICATORS 

In addition to our financial performance indicators, 

we also use the following non-financial operating 

performance indicators. 

The vacancy rate shows the ratio of the m2 of 

vacant units in our properties to the total m2. We 

calculate the vacancy rate separately for residen-

tial and commercial units. They are used as an 

indicator of the current letting performance. 

The in-place rent per m2 provides an insight into 

the average rental income from the rented proper-

ties. It serves as an indicator of the current letting 

performance. 

The like-for-like rental growth is the change rate 

of the gross rents generated by the like-for-like 

residential portfolio over the last 12 months.

All of the previously mentioned non-financial perfor-

mance indicators are key drivers for the development 

of rental income. 

The total amount spent on maintenance, capital-

ized maintenance and modernization CAPEX in re-

lation to the total lettable area of our portfolio is a 

further operational figure to ensure an appropriate 

level of investment in our real estate portfolio. 

CORPORATE GOVERNANCE 

The Company’s corporate governance practices 

are governed by Luxembourg law (particularly the 

Luxembourg Companies Law) and the Company’s 

Articles of Association. As a Luxembourg company 

listed solely on the Frankfurt Stock Exchange, the 

Company is not subject to any specific mandato-

ry corporate governance rules. Nevertheless, the 

Company makes efforts to comply, to the maxi-

mum extent possible, with German corporate gov-

ernance rules to ensure responsible and transpar-

ent corporate management. This is the basis and 

leading principle underlying our activities.

BUSINESS PERFORMANCE HIGHLIGHTS 

We continue to implement our clear growth 

strategy by acquiring further new units and 

by using targeted CAPEX investments to drive 

rental growth. In Q3 2018, we took over a total of 

180 units, which are located all over the city and 

were acquired for a total cost of more than 

EUR 25 million with an average price per m2 

of EUR 1,995 and an average multiplier of 

29.2 times. The average existing rent per m2 of 

the new purchases is EUR 6.00 with approxi-

mately 55% reversionary potential. 

The good operational performance of our ex-

isting portfolio is well on track concerning new 

rentals as well as the execution of our CAPEX 

program. The like-for-like rental growth of 5.5% 

in Q3 2018 resulted in an average rent per m2 of 

EUR 6.65 on the back of our CAPEX program. Our 

vacancy rate decreased to 3.1% due to the sales 

and modernization activities.

FUNDAMENTALS OF THE GROUP

 

1.8%
average interest rate

EUR 

1.15
FFO 1 per share

EUR 

6.65
average rent per m²

 

180
units acquired  
in Q3 2018

5.5%
like-for-like rental growth

3.1%
vacancy rate
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PORTFOLIO OVERVIEW

100% of our portfolio is located within the city 

borders of Berlin. Our past and future acquisi-

tion strategy for building our portfolio not only 

considers the various districts in Berlin, but also 

the micro-locations and the quality of the indi-

vidual assets. We continue to see opportunities in 

inner-city locations but also in the outskirts within 

the city boundaries of Berlin. Approximately 40% 

of the property value of our portfolio is in Central 

Locations of Berlin. 

We see significant reversionary potential in our 

portfolio as our current average new letting rent 

per m² is between 28%-52% higher than our cur-

rent overall average rent.

FUNDAMENTALS OF THE GROUP

 Headquarters

 Central

 S-Bahn Ring

 City Ring

 S-Bahn Ring (1960–1990)

 City Ring (1960–1990)

FUNDAMENTALS OF THE GROUP
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Central
S-Bahn 
Ring

S-Bahn 
Ring 
(1960-
1990) City Ring

City Ring 
(1960-
1990) Total

Fair value (in EUR m) 1,434 460 641 300 1,014 3,848

Number of residential units 6,556 2,222 4,179 1,494 7,767 22,218

Avg. in-place rent (EUR/m2) 7.18 6.92 7.06 7.16 5.87 6.65

Avg. new letting rent (EUR/m2) (**) 10.94 9.21 9.92 9.26 7.50 9.14

Occupancy (physical) 96.4% 95.6% 97.6% 96.1% 97.6% 96.9%

Tenant turnover (***) 8.2% 8.6% 7.0% 10.6% 7.1% 7.8%

(*) All values except the fair value are for the residential portfolio.

(**) Based on the last three months.

(***) Last 12 months (LTM).

PORTFOLIO OVERVIEW (*)

FUNDAMENTALS OF THE GROUP FUNDAMENTALS OF THE GROUP

PORTFOLIO PERFORMANCE

RESIDENTIAL PORTFOLIO

  Sep 30, 2018 Dec 31, 2017

Number of units 22,218 20,649

Average rent /m2/ month EUR 6.65 EUR 6.42

Vacancy 3.1% 3.6%

The average rent per m2 increased by more than 3% from the beginning of the year, while the vacancy 

rate decreased by 50 bsp to 3.1% due to the increased speed of unit modernization. 

COMMERCIAL PORTFOLIO

  Sep 30, 2018 Dec 31, 2017

Number of units 1,449 1,321 

Average rent /m2/ month EUR 9.14 EUR 8.94

Vacancy 5.2% 4.9%

The commercial part of our portfolio also confirms Berlin’s positive development. It shows higher rents 

compared to the residential properties, having now grown to EUR 9.14 per m2, which represents an 

increase of EUR 0.2 per m2 from the beginning of the year. The vacancy rate of the commercial units 

increased to 5.2%.

In pursuit of our strategy of creating value through strong like-for-like rental growth, we split our rental 

growth into three components as shown in the table below to provide detailed information about how 

we can create rental growth.

RENTAL GROWTH

LTM (*) 

Sep 30, 2018
Jan 1 -
Dec 31, 2017

New lettings after CAPEX 2.6% 2.7%

New lettings fluctuation 0.6% (0.5%)

Regular rent increases 2.3% 2.6%

Total 5.5% 4.8%

(*) Last 12 months (LTM).

Our fully integrated active asset management is focused on our rental growth and employs dedicated 

strate  gies to drive all relevant components. The first two components (CAPEX and fluctuation) relate to new 

tenants. In units that require modernization, we invest CAPEX to improve quality to meet today’s standards. 

Units that do not require CAPEX are being let at market rent levels. Concerning our let units, applying the 

relevant regulatory framework accurately and efficiently is key to our success in maximizing rental growth. 

Rental growth continues to be in line with our expectations and our forecast for approximately 5% like-for-

like growth for the full year 2018. 

 

MAINTENANCE AND CAPEX

In EUR per m2
Jan 1  -
Sep 30, 2018  (*)

Jan 1  -
Dec 31, 2017 

Maintenance 7.5 6.5

Capitalized maintenance 7.9 6.3

Energetic modernization 2.9 1.7

Modernization CAPEX 18.4 14.6

Total 36.7 29.1

(*) Annualized figures based on total lettable area.

 

Targeted investments in our portfolio are at the core of our strategy. Total investment in the portfolio in 

the first nine months of 2018 amounted to EUR 44.3 million. The maintenance cost per m2 of EUR 36.7 in 

the first nine months was in line with our expectations for our long-term average levels. 
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FUNDAMENTALS OF THE GROUP

VACANCY SPLIT

Our active asset management aims to minimize our vacancy rate while keeping the necessary flexibility 

for our portfolio optimization. From the beginning of the year, we have seen a 0.5% decrease in the va-

cancy rate due to the increased speed of unit modernization.  

VACANCY SPLIT

Residential Sep 30, 2018 Dec 31, 2017

Units for sale 0.2% 0.3%

Units under construction 2.1% 2.7%

Marketing (available for letting) 0.8% 0.6%

Total vacancy (units) 701 699

Total vacancy (m2) 45,041 45,717

Total vacancy rate 3.1% 3.6%

Total EPRA vacancy rate 3.1% 3.6%

ECONOMIC  
REVIEW
PROFIT SITUATION 

Income from rental activities for the first nine months 

increased by 27% driven by new acquisitions and 

like-for-like growth. Comparing Q3 2018 to Q2 2018, 

it grew by more than 3% reflecting an annualized in-

come of EUR 139 million. EBITDA from rental activities 

increased by more than 26%. The quarterly results 

represent an annualized EBITDA of EUR 96 million. 

During the third quarter, we sold 15 units, and a total 

of 50 units have been sold since the beginning of the 

year. The residential units’ average selling price of 

EUR 3,929 per m² compares very positively to our cur-

rent average portfolio value for Central Locations of 

EUR 2,858 per m², which is most comparable. In the 

first nine months, financing cost on interest-bearing 

debts amounts to EUR 19.1 million. As at the end of 

the third quarter, our average interest rate on all out-

standing debts is 1.8% with weighted average maturity 

of approximately 4.9 years.

For the nine 
months ended

For the three 
months ended

For the 
year ended

In EUR thousand
Sep 30, 
2018

Sep 30, 
2017

Sep 30, 
2018

Sep 30, 
2017

Dec 31, 
2017

Net rental income 94,637 74,222 33,050 25,914 103,300

Income from facility services 4,947 4,446 1,588 1,356 5,881

Income from rental activities 99,584 78,668 34,638 27,270 109,181

Cost of rental activities (18,904) (14,661) (7,058) (5,084) (20,414)

NET OPERATING INCOME (NOI) 80,680 64,007 27,580 22,186 88,767

NOI from rental activites margin (%) 85.3% 86.2% 83.4% 85.6% 85.9%

Overhead costs (**) (9,985) (8,093) (3,624) (2,745) (11,677)

EBITDA from rental activities 70,695 55,914 23,956 19,441 77,090

EBITDA from rental activities margin (%) 74.7% 75.3% 72.5% 75.0% 74.6%

Net profit from privatization 3,548 2,426 2,126 1,112 3,911 

EBITDA total 74,243 58,340 26,082 20,553 81,001 

Net cash interest (19,076) (15,094) (6,312) (5,572) (21,702)

Other net financial costs (***) (1,049) (6,800) (365) (3,342) (6,305)

Depreciation and amortization (337) (342) (113) (119) (452)

EBT 53,781 36,104 19,292 11,520 52,542 

(*) Excluding effects from the changes in fair value of investment properties. 
(**) Excluding one-off costs and depreciation and amortization.
(***) Includes mostly one-off refinance costs.

FINANCIAL PERFORMANCE (*)

ECONOMIC REVIEW
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FFO 

Our funds from the operation of rental activities without disposals (FFO 1) rose by 27% in comparison to 

the corresponding period of the previous year. 

FFO

For the nine 
months ended

For the three 
months ended

For the 
year ended

In EUR thousand
Sep 30, 
2018

Sep 30, 
2017

Sep 30, 
2018

Sep 30, 
2017

Dec 31, 
2017

EBITDA from rental activities 70,695 55,914 23,956 19,441 77,090 

Net cash interest (19,076) (15,094) (6,312) (5,572) (21,702)

Current income taxes (708) (655) (333) (416) (1,043)

FFO 1 (from rental activities) 50,911 40,165 17,311 13,453 54,345 

Maintenance capital expenditures (*) (9,511) (5,979) (3,435) (2,264) (8,488)

AFFO (from rental activities) 41,400 34,186 13,876 11,189 45,857 

Net profit from privatizations 3,548 2,426 2,126 1,112 3,911 

FFO 2 (incl. disposal results) 54,459 42,591 19,437 14,565 58,256 

No. of shares 44,100 44,100 44,100 44,100 44,100 

FFO 1 per share 1.15 0.91 0.39 0.31 1.23

FFO 2 per share 1.23 0.97 0.44 0.33 1.32

(*) 2017 figures are adjusted for energetic modernization CAPEX.

CASH FLOW 

The cash flow of the Group breaks down as follows:

In EUR thousand Jan 1 - Sep 30, 2018 Jan 1 - Dec 31, 2017

Net cash from operating activities 80,883 86,852

Net cash used in investing activities (302,925) (495,038)

Net cash from financing activities 132,642 346,295

Net change in cash and cash equivalents (89,400) (61,891)

Cash and cash equivalents at the beginning of the period 121,530 183,421

Cash and cash equivalents at the end of the period 32,130 121,530

The change in cash flow was mainly driven by new acquisitions and the respective effects on operations, 

investment and financing.

ECONOMIC REVIEW ECONOMIC REVIEW

FINANCIAL AND ASSET POSITION

The changes in the assets and liabilities result mainly from the acquisitions. The Company will update the 

fair value of the investment properties based on a third-party valuation with the next annual report. The 

current average cap rate is 2.9% and was calculated based on the net operating income for the last month 

of the period under review on an annualized basis, divided by the fair value. 

FINANCIAL POSITION

In EUR thousand Sep 30, 2018 Dec 31, 2017

Investment properties and advances in 
respect of investment properties 

3,811,485 3,305,723

Other non-current assets 9,999 8,142

Non-current assets 3,821,484 3,313,865

Cash and cash deposits 32,130 121,530

Other current assets 80,135 82,868

Current assets 112,265 204,398

Total assets 3,933,749 3,518,263

Interest-bearing debts 1,608,525 1,423,119

Other liabilities 91,275 80,208

Deferred tax liabilities 219,808 183,443

Total labilities 1,919,608 1,686,770

Total equity attributable to owners of the Company 1,971,212 1,795,390

Non-controlling interests 42,929 36,103

Total equity 2,014,141 1,831,493

Total equity and liabilites 3,933,749 3,518,263

On September 30, 2018, our EPRA NAV was EUR 49.92 per share and the EPRA Triple Net Asset Value 

(NNNAV) was EUR 45.01 per share.

EUR

49.92
EPRA NAV per share
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NAV

In EUR thousand Sep 30, 2018 Dec 31, 2017

Total equity attributable to owners of the Company 1,971,212 1,795,390

Fair value of derivative financial instruments 2,445 2,985

Deferred tax liabilities 219,808 183,443

Revaluation of trading properties 8,015 6,939

EPRA NAV 2,201,480 1,988,757 

No. of shares 44,100 44,100

EPRA NAV per share 49.92 45.10

EPRA TRIPLE NET ASSET VALUE (NNNAV)

In EUR thousand Sep 30, 2018 Dec 31, 2017

EPRA NAV 2,201,480 1,988,757

Fair value of derivative financial instruments (2,445) (2,985)

Fair value of debt 5,633 (10,780)

Deferred taxes (219,808) (183,443)

EPRA NNNAV 1,984,860 1,791,549

No. of shares 44,100 44,100

EPRA NNNAV per share 45.01 40.62

FUNDING

We fund our properties based on a conservative financing strategy with a mix of secured mortgage loans 

and capital market instruments.

FINANCING

In EUR thousand Sep 30, 2018 Dec 31, 2017

Bonds, other loans and borrowings and other financial liabilities 1,647,070 1,451,224

Cash and cash equivalents (32,130) (121,530)

Net financial liabilities 1,614,940 1,329,694

Fair value of properties (including advances) 3,857,490 3,355,623

Loan-to-value ratio 41.9% 39.6%

Average interest rate 1.8% 1.8%

As at the reporting date, our loan-to-value ratio (LTV) was 41.9% with an average interest rate of all 

outstanding debts of 1.8% and a weighted average maturity of approximately 4.9 years. Almost all of our 

loans have a fixed interest rate or are hedged.

ECONOMIC REVIEW ECONOMIC REVIEW

EPRA KEY FIGURES

The European Public Real Estate Association (EPRA) is a non-profit organization that has its registered 

headquarters in Brussels and represents the interests of listed European real estate companies. It aims 

to raise awareness for European listed real estate companies as a potential investment opportunity. ADO 

Properties has been a member of EPRA since its IPO in 2015. 

EPRA has defined a framework for standardized reporting in its EPRA Best Practice Recommendations 

(BPRs) that goes beyond the scope of the IFRSs. ADO only uses some of the EPRA key figures, which are 

non-GAAP measures, as performance indicators.

EPRA Perfor-
mance Measure Definition Purpose Sep 30, 2018 Dec 31, 2017 Change 

EPRA NAV (in 
EUR thousand)

EPRA NAV repre-
sents the fair value 
of net assets on an 
ongoing, long-term 
basis. Assets and 
liabilities that are 
not expected to 
crystallize in normal 
circumstances, such 
as the fair value of 
financial derivatives 
and deferred taxes 
on property valuation 
surpluses, are there-
fore excluded. Sim-
ilarly, trading prop-
erties are adjusted 
to their fair value 
under the EPRA NAV 
measure. 

Makes adjustments 
to IFRS NAV to 
provide stakehold-
ers with the most 
relevant information 
on the fair value of 
the assets and lia-
bilities within a true 
real estate invest-
ment company with 
a long-term invest-
ment strategy.

2,201,480 1,988,757 11%

EPRA NNNAV (in 
EUR thousand)

EPRA NAV adjusted 
to include the fair 
values of financial 
instruments, debt 
and deferred taxes. 

The objective of the 
EPRA NNNAV mea-
sure is to present net 
asset value including 
fair value adjust-
ments in respect of 
all material balance 
sheet items that are 
not reported at their 
fair value as part of 
the EPRA NAV. 

1,984,860 1,791,549 11%

EPRA vacancy 
rate (in %)

Estimated Market 
Rental Value (ERV) of 
vacant space divided 
by ERV of the whole 
portfolio. 

A “pure” (%) measure 
of investment proper-
ty space that is vacant 
based on ERV. 

3.1% 3.6% 50 bsp
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SUBSEQUENT EVENTS

SUBSEQUENT  
EVENTS
A. After the reporting date, the Group completed the 

takeover of one asset, structured as a share deal, 

After the reporting date, the Group completed the 

takeover of one asset, structured as a share deal, 

comprising a total of 19 commercial units in Berlin. 

The gross purchase price for 100% of the acquired 

asset amounted to EUR 19.5 million. At the date of 

acquisition, the total annual net cold rent from the 

new acquisition amounted to EUR 0.8 million. As at 

September 30, 2018, the Group paid an advance of 

EUR 1.9 million that was recorded as advances in 

respect of investment properties.

B. At the time of the approval of these condensed 

consolidated interim financial statements the out-

standing balance of the commercial papers amounts 

to EUR 224 million.

C. After the reporting date, the Group issued 

unsecured Schuldscheindarlehen in a total 

amount of EUR 24.5 million, with tenors of five 

to ten years, including fixed and floating rate 

tranches. The fixed-rate tranches were issued 

subject to an interest rate of between 2.05% 

and 3.15%, and the floating rate trach carries an 

interest rate of 6-months-EURIBOR + 1.7%.

In addition, the Group drew down an amount of 

EUR 10 million from the revolving credit facility 

agreement.

On November 8, 2018, the Group entered into a 

EUR 50 million bilateral credit facility agreement, 

maturing on December 30, 2019, and carrying 

an interest rate of 1 or 3-months-EURIBOR + a 

margin of between 1.00% and 2.25%, depending 

on the number of months elapsed after signing 

the agreement.

The proceeds will be used for general corporate 

purposes and the repayment of short-term debt, 

mainly from the commercial paper program.

D. On October 11, 2018, Moody’s downgraded the 

Company’s long-term issuer rating to Baa3 from 

Baa2 and the short-term rating to P-3 from P-2. 

All ratings have been placed on review for further 

downgrade. On November 8, 2018, Moody’s an-

nounced that the recent financing activities of the 

Company substantially reduce the likelihood of 

multi-notch downgrades.

We are positive that ADO Properties will continue to 

increase the value of its assets, its NAV and NAV per 

share by generating significant like-for-like rental 

growth in the future. We anticipate our like-for-like 

rental growth for 2018 to be approximately 5%.

We expect our 2018 FFO 1 run rate to be at least 

EUR 66 million after closing all signed transactions 

based on the long-term financing structure. 

Our average cost of debt is expected to be approx-

imately 1.8% with an LTV target of 40%, which we 

expect to reach latest over the course of the next 

business year.

For the year 2018, we anticipate a dividend payout 

ratio of up to 50% of FFO 1.

FORECAST  
REPORT

FORECAST REPORT



Interim
 M

anagem
ent Report

Interim
 M

anagem
ent Report

C
H

A
P

T
E

R

C
H

A
P

T
E

R

0202

ADO Nine-Month Financial Report 2018ADO Nine-Month Financial Report 2018 3130

CHIEF EXECUTIVE 
OFFICER

Rabin Savion

CHIEF FINANCIAL 
OFFICER

Florian Goldgruber

CHIEF OPERATING 
OFFICER

Eyal Horn

ADO Properties S.A. continually monitors and con-

trols risk positions in the Group in order to avoid 

developments that might threaten the existence 

of the Group and, at the same time, to exploit any 

opportunities that occur. The risk management 

system has been designed on the basis of the cor-

porate strategy and the portfolio structure as an 

appropriate and effective early warning and control 

instrument. The established risk management sys-

tem enables the Board of Directors and the Senior 

Management Team to identify and assess material 

risks at all times both within the Group and in the 

environment. The Board of Directors and the Senior 

Management Team of ADO Properties S.A. currently 

sees no risks that threaten the Company’s existence. 

CONCLUDING REMARK 

This Management Report contains forward-looking 

statements and information. These forward-looking 

statements may be identified by words such as “ex-

pects”, “intends”, “will”, or words of similar mean-

ing. Such statements are based on our current 

expectations, assessments and assumptions about 

future de velopments and events and, therefore, 

are naturally subject to certain uncertainties and 

risks. The actual developments and events may 

differ significantly both positively and negatively 

from the forward-looking statements so that the 

expected, anticipated, intended, believed or es-

timated developments and events may, in retro-

spect, prove to be incorrect.

RISK REPORT

RISK REPORT RESPONSI-
BILITY STATE-
MENT
We confirm, to the best of our knowledge, that the 
Condensed Consolidated Financial Statements of 
ADO Properties S.A. presented in this Nine-Month 
Financial Report 2018, prepared in conformity with 
International Financial Reporting Standards as issued 
by the International Accounting Standards Board and 
as adopted by the European Union, give a true and fair 
view of the net assets, financial and earnings position 
of the Company, and that the Interim Management 
Report includes a fair review of the development of the 
business, and describes the main opportunities, risks 
and uncertainties associated with the Company for the 
remaining three months of the year.

RESPONSI BILITY STATEMENT
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INDEPENDENT AUDITOR’S REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION INDEPENDENT AUDITOR’S REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

REPORT OF THE RÉVISEUR 
D’ENTREPRISES AGRÉÉ ON 
THE REVIEW OF INTERIM 
FINANCIAL INFORMATION

INTRODUCTION 

We have reviewed the accompanying condensed 

consolidated interim statement of financial posi-

tion of ADO Properties S.A. (“the Company”) as at 

September 30, 2018, the condensed consolidated 

interim statements of profit or loss, comprehen-

sive income, changes in equity and cash flows for 

the three and nine month periods ended Septem-

ber 30, 2018, and notes to the interim financial 

information (“the condensed consolidated interim 

financial information”). Management is responsi-

ble for the preparation and presentation of this 

condensed consolidated interim financial infor-

mation in accordance with IAS 34 Interim Finan-

cial Reporting as adopted by the European Union. 

Our responsibility is to express a conclusion on 

this condensed consolidated interim financial 

information based on our review. 

To the Shareholders of
ADO Properties S.A.
1B Heienhaff
L-1736 Senningerberg 
Luxembourg

SCOPE OF REVIEW

We conducted our review in accordance with the 

International Standard on Review Engagements 

2410 Review of Interim Financial Information Per-

formed by the Independent Auditor of the Entity as 

adopted, for Luxembourg, by the Institut des Rév-

iseurs d’Entreprises. A review of interim financial 

information consists of making inquiries, primarily 

of persons responsible for financial and accounting 

matters, and applying analytical and other review 

procedures. A review is substantially less in scope 

than an audit conducted in accordance with Inter-

national Standards on Auditing and consequently 

does not enable us to obtain assurance that we 

would become aware of all significant matters that 

might be identified in an audit. Accordingly, we do 

not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our at-

tention that causes us to believe that the accom-

panying condensed consolidated interim financial 

information as at September 30, 2018 is not pre-

pared, in all material respects, in accordance with 

IAS 34 Interim Financial Reporting as adopted by 

the European Union. 

 

 

Luxembourg, November 13, 2018

KPMG Luxembourg, Société coopérative 

Cabinet de révision agréé 

Bobbi Jean Breboneria
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CHIEF EXECUTIVE 
OFFICER

Rabin Savion

CHIEF FINANCIAL 
OFFICER

Florian Goldgruber

In EUR thousand Note

September 30,
2018
(Unaudited)

September 30,
2017
(Unaudited)

December 31,
2017
(Audited)

Shareholders’ equity 5C

Share capital 55 55 55

Share premium 498,607 499,520 498,607

Reserves 328,354 332,917 330,638

Retained earnings 1,144,196 757,989 966,090

Total equity attributable to owners of the Company 1,971,212 1,590,481 1,795,390

Non-controlling interests 42,929 29,894 36,103

Total equity 2,014,141 1,620,375 1,831,493

Liabilities

Non-current liabilities

Bonds 5D 396,806 396,258 396,396

Other loans and borrowings 5E 931,830 906,062 953,955

Other financial liabilities 5G 38,214 22,469(*) 27,238

Derivatives 6B 2,355 3,114 2,878

Deferred tax liabilities 219,808 144,474 183,443

1,589,013 1,472,377 1,563,910

Current liabilities

Commercial papers 5F 249,000 - -

Other loans and borrowings 5E 30,889 16,390 72,768

Other financial liabilities 5G 331 414(*) 867

Trade payables 15,726 11,742 13,642

Other payables 34,559 30,004 35,476

Derivatives 6B 90 115 107

330,595 58,665 122,860

Total equity and liabilities 3,933,749 3,151,417 3,518,263

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Date of approval: November 13, 2018 

(*) Immaterial adjustment of comparative data.

The accompanying notes are an integral part of these condensed consolidated interim financial statements.  

In EUR thousand Note

September 30,
2018
(Unaudited)

September 30,
2017
(Unaudited)

December 31,
2017
(Audited)

Assets

Non-current assets

Investment properties 5A 3,802,448 2,737,362 3,271,298

Advances in respect of investment properties 9A 9,037 94,010 34,425

Property and equipment 3,020 2,623 2,783

Other financial asset 6B 6,203 4,536 5,359

Deferred expenses 5E 776 - -

3,821,484 2,838,531 3,313,865

Current assets

Trading properties 5B 37,990 40,954 42,961

Restricted bank deposits 27,352 23,384 24,352

Trade receivables 8,074 5,991 10,324

Other receivables 6,719 8,094 5,231

Cash and cash equivalents 32,130 234,463 121,530

112,265 312,886 204,398

Total assets 3,933,749 3,151,417 3,518,263

CONDENSED CONSOLIDATED 
INTERIM STATEMENT OF 
FINANCIAL POSITION
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For the nine months ended For the three months ended
For the year

ended

In EUR thousand

September 
30, 2018 
(Unaudited)

September 
30, 2017
(Unaudited)

September 
30, 2018
(Unaudited)

September 
30, 2017
(Unaudited)

December 
31, 2017 
(Audited)

Profit (loss) for the period 210,977 154,255 14,690 (2,795) 367,512

Items that may be reclassified
subsequently to profit or loss

Hedging reserve classified to 
profit or loss, net of tax

10 - - - -

Effective portion of changes in 
fair value of cash flow hedges

530 957 420 42 1,218

Related tax (85) 102 (66) (6) 60

Total other comprehensive income 455 1,059 354 36 1,278

Total comprehensive income 
(loss) for the period

211,432 155,314 15,044 (2,759) 368,790

Total comprehensive income 
(loss) attributable to:

Owners of the Company 204,606 149,979 14,959 (2,949) 357,246

Non-controlling interest 6,826 5,335 85 190 11,544

Total comprehensive income 
(loss) for the period

211,432 155,314 15,044 (2,759) 368,790

The accompanying notes are an integral part of these condensed consolidated interim financial statements.

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED 
INTERIM STATEMENT OF 
COMPREHENSIVE INCOME

For the nine months ended For the three months ended
For the year

ended

In EUR thousand Note

September 
30, 2018 
(Unaudited)

September 
30, 2017
(Unaudited)

September 
30, 2018
(Unaudited)

September 
30, 2017
(Unaudited)

December 
31, 2017 
(Audited)

Revenue 7A 115,833 92,467 42,445 32,749 128,852

Cost of operations 7B (31,605) (26,034)(*) (12,739) (9,451)(*) (36,174)

Gross profit 84,228 66,433 29,706 23,298 92,678

General and administrative 
expenses

(11,543) (8,860)(*) (4,604) (3,002)(*) (12,762)

Changes in fair value of 
investment properties

7C 197,785 146,242 (1,246) (13,528) 383,638

Results from operating 
activities

270,470 203,815 23,856 6,768 463,554

Finance income 965 779 262 38 1,602

Finance costs (21,090) (22,673) (6,939) (8,952) (29,609)

Net finance costs 7D (20,125) (21,894) (6,677) (8,914) (28,007)

Profit (loss) before tax 250,345 181,921 17,179 (2,146) 435,547

Income tax expense (39,368) (27,666) (2,489) (649) (68,035)

Profit (loss) for the period 210,977 154,255 14,690 (2,795) 367,512

Profit (loss) attributable to:

Owners of the Company 204,151 148,921 14,605 (2,985) 355,970

Non-controlling interests 6,826 5,334 85 190 11,542

Profit (loss) for the period 210,977 154,255 14,690 (2,795) 367,512

Basic and diluted earnings 
per share (in EUR)

4.63 3.38 0.33 (0.07) 8.07

CONDENSED CONSOLIDATED 
INTERIM STATEMENT OF 
PROFIT OR LOSS

(*) Immaterial adjustment of comparative data.

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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For the nine 
months ended

For the three 
months ended

For the year
ended

In EUR thousand Note

September 
30, 2018 
(Unaudited)

September 
30, 2017
(Unaudited)

September 
30, 2018
(Unaudited)

September 
30, 2017
(Unaudited)

December 
31, 2017 
(Audited)

Cash flows from 
operating activities

Profit (loss) for the period 210,977 154,255 14,690 (2,795) 367,512

Adjustments for:

Depreciation 337 342 113 119 452

Change in fair value of 
investment properties

5A, 7C (197,785) (146,242) 1,246 13,528 (383,638)

Net finance costs 7D 20,125 21,894 6,677 8,914 28,007

Income tax expense 39,368 27,666 2,489 649 68,035

Share-based payment 415 425 138 138 564

Change in short-term restricted 
bank deposits related to tenants

(1,068) (2,085) 658 (469) (4,727)

Change in trade receivables 2,313 964 1,322 - (3,148)

Change in other receivables (1,052) (6,605) (1,451) (3,494) (3,742)

Change in trading properties 10,622 9,190 4,963 3,522 12,830

Change in trade payables 68 187 1,693 5,343 1,408

Change in other payables (1,509) 1,834 (1,901) (361) 4,163

Income tax paid (1,928) (256) (1,122) (45) (864)

Net cash from operating activities 80,883 61,569 29,515 25,049 86,852

Cash flows from 
investing activities

Purchase of and CAPEX on 
investment properties

5A (101,216) (106,183) (28,146) (69,556) (189,182)

Advances paid for investment 
property purchase

9A (1,900) (93,561) (1,900) (90,854) (33,975)

Purchase of property and 
equipment

(517) (525) (152) (276) (795)

For the nine 
months ended

For the three 
months ended

For the year
ended

In EUR thousand Note

September 
30, 2018 
(Unaudited)

September 
30, 2017
(Unaudited)

September 
30, 2018
(Unaudited)

September 
30, 2017
(Unaudited)

December 
31, 2017 
(Audited)

Interest received 121 3 74 1 3

Acquisition of subsidiaries, net of 
acquired cash

4 (197,605) (165,254) (774) (59,300) (280,542)

Change in short-term restricted bank 
deposits, net

(1,808) 7,591 (142) 1,549 9,453

Net cash used in investing activities (302,925) (357,929) (31,040) (218,436) (495,038)

Cash flows from financing activities

Proceeds from issue of bonds, net 5D - 396,345 - 396,345 396,185

Long-term loans received 5E 7,695 106,828 - 17,234 114,606

Repayment of long-term loans 5E (73,645) (112,111)(*) (57,795) (34,349)(*) (116,061)(*)

Proceeds from issuance of 
commercial papers

5F 534,000 - 294,000 - -

Repayment of commercial papers 5F (285,000) - (205,000) - -

Repayment of short-term loans (2,300) (10,487)(*) - (6,567)(*) (10,487)(*)

Upfront fees paid for credit facilities (1,236) - (143) - -

Interest paid (19,865) (13,328) (10,663) (3,556) (18,103)

Compensation fee payments in 
respect of other financial liabilities

5G (537) - - - -

Payment from settlement of derivatives (10) - - - -

Dividend distributed 5C (26,460) (19,845) - - (19,845)

Net cash from financing activities 132,642 347,402 20,399 369,107 346,295

Change in cash and cash 
equivalents during the period

(89,400) 51,042 18,874 175,720 (61,891)

Cash and cash equivalents 
at the beginning of the period

121,530 183,421 13,256 58,743 183,421

Cash and cash equivalents
at the end of the period

32,130 234,463 32,130 234,463 121,530

CONDENSED CONSOLIDATED 
INTERIM STATEMENT OF 
CASH FLOWS

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(*) Immaterial adjustment of comparative data.

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



Condensed Consolidated Interim
 

Financial Statem
ents

Condensed Consolidated Interim
 

Financial Statem
ents

C
H

A
P

T
E

R

C
H

A
P

T
E

R

0303

ADO Nine-Month Financial Report 2018ADO Nine-Month Financial Report 2018 4342

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED 
INTERIM STATEMENT OF 
CHANGES IN EQUITY

In EUR thousand
Share
capital

Share
premium

Hedging
reserves

Capital
reserve from
transactions
with
controlling
shareholder

Retained
earnings Total

Non-
control-
ling
interests

Total
equity

For the nine months ended 
September 30, 2018 
(Unaudited)

Balance as at January 1, 2018 55 498,607 (1,036) 331,674 966,090 1,795,390 36,103 1,831,493

Total comprehensive income 
for the period

Profit for the period - - - - 204,151 204,151 6,826 210,977

Other comprehensive income 
for the period, net of tax

- - 455 - - 455 - 455

Total comprehensive income 
for the period

- - 455 - 204,151 204,606 6,826 211,432

Transactions with owners, 
recognized directly in equity

Changes in put option (see note 5G) - - - (2,739) - (2,739) - (2,739)

Dividend distributed (see note 5C) - - - - (26,460) (26,460) - (26,460)

Share-based payment - - - - 415 415 - 415

Balance as at September 30, 2018 55 498,607 (581) 328,935 1,144,196 1,971,212 42,929 2,014,141

The accompanying notes are an integral part of these condensed consolidated interim financial statements.

In EUR thousand
Share
capital

Share
premium

Hedging
reserves

Capital
reserve from
transactions
with
controlling
shareholder

Retained
earnings Total

Non-
control-
ling
interests

Total
equity

For the nine months ended 
September 30, 2017
(Unaudited)

Balance as at January 1, 2017 55 499,520 (2,312) 336,184 628,498 1,461,945 24,559 1,486,504

Total comprehensive income 
for the period

Profit for the period - - - - 148,921 148,921 5,334 154,255

Other comprehensive income 
for the period, net of tax

- - 1,058 - - 1,058 1 1,059

Total comprehensive income 
for the period

- - 1,058 - 148,921 149,979 5,335 155,314

Transactions with owners, 
recognized directly in equity

Changes in put option (see note 5G) - - - (2,023) - (2,023) - (2,023)

Dividend distributed - - - - (19,845) (19,845) - (19,845)

Share-based payment - - - 10 415 425 - 425

Balance as at September 30, 2017 55 499,520 (1,254) 334,171 757,989 1,590,481 29,894 1,620,375

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

In EUR thousand
Share
capital

Share
premium

Hedging
reserves

Capital
reserve from
transactions
with
controlling
shareholder

Retained
earnings Total

Non-
control-
ling
interests

Total
equity

For the three months ended 
September 30, 2018
(Unaudited) 

Balance as at July 1, 2018 55 498,607 (935) 329,246 1,129,453 1,956,426 42,844 1,999,270

Total comprehensive income 
for the period

Profit for the period - - - - 14,605 14,605 85 14,690

Other comprehensive income 
for the period, net of tax

- - 354 - - 354 - 354

Total comprehensive income 
for the period

- - 354 - 14,605 14,959 85 15,044

Transactions with owners, 
recognized directly in equity

Changes in put option (see note 5G) - - - (311) - (311) - (311)

Share-based payment - - - - 138 138 - 138

Balance as at September 30, 2018 55 498,607 (581) 328,935 1,144,196 1,971,212 42,929 2,014,141

The accompanying notes are an integral part of these condensed consolidated interim financial statements.

In EUR thousand
Share
capital

Share
premium

Hedging
reserves

Capital
reserve from
transactions
with
controlling
shareholder

Retained
earnings Total

Non-
control-
ling
interests

Total
equity

For the three months ended 
September 30, 2017
(Unaudited) 

Balance as at July 1, 2017 55 499,520 (1,290) 334,349 760,836 1,593,470 29,704 1,623,174

Total comprehensive income (loss) 
for the period

Profit (loss) for the period - - - - (2,985) (2,985) 190 (2,795)

Other comprehensive income 
for the period, net of tax

- - 36 - - 36 - 36

Total comprehensive income 
(loss) for the period

- - 36 - (2,985) (2,949) 190 (2,759)

Transactions with owners, 
recognized directly in equity

Changes in put option (see note 5G) - - - (178) - (178) - (178)

Share-based payment - - - - 138 138 - 138

Balance as at September 30, 2017 55 499,520 (1,254) 334,171 757,989 1,590,481 29,894 1,620,375

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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In EUR thousand
Share
capital

Share
premium

Hedging
reserves

Capital
reserve from
transactions
with
controlling
shareholder

Retained
earnings Total

Non-
control-
ling
interests

Total
equity

For the year ended 
December 31, 2017
(Audited)

Balance as at January 1, 2017 55 499,520 (2,312) 336,184 628,498 1,461,945 24,559 1,486,504

Total comprehensive income 
for the year

Profit for the year - - - - 355,970 355,970 11,542 367,512

Other comprehensive income 
for the year, net of tax

- - 1,276 - - 1,276 2 1,278

Total comprehensive income 
for the year

- - 1,276 - 355,970 357,246 11,544 368,790

Transactions with owners, 
recognized directly in equity

Changes in put option (see note 5G) - - - (4,520) - (4,520) - (4,520)

Dividend distributed - (913) - - (18,932) (19,845) - (19,845)

Share-based payment - - - 10 554 564 - 564

Balance as at December 31, 2017 55 498,607 (1,036) 331,674 966,090 1,795,390 36,103 1,831,493

The accompanying notes are an integral part of these condensed consolidated interim financial statements. 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Note 1 – ADO 
Properties S.A.

ADO Properties S.A. (the “Company”) was incorpo-

rated on November 13, 2007 as a private limited lia-

bility company in Cyprus, and until June 8, 2015, its 

legal name was “Swallowbird Trading & Investments 

Limited”. The Company holds and operates a port-

folio of mainly residential assets in Berlin, Germany.

The Company deleted its registration in Cyprus 

and moved its registered office and central admin-

istration to Luxembourg by decision of the gen-

eral meeting of shareholders dated June 8, 2015 

and adopted the form of a private limited liability 

company (société à responsabilité limitée) under 

Luxembourg law. The Company was then convert-

ed into a public limited liability company (société 

anonyme) under Luxembourg law by decision of 

the general meeting of shareholders dated June 

16, 2015 and changed its name to “ADO Properties 

S.A.” (B-197554). The address of the Company’s 

registered office is Aerogolf Center, 1B Heienhaff, 

L-1736 Senningerberg, Luxembourg.

On July 23, 2015, the Company completed an initial 

public offering (“IPO”), and its shares have since 

been traded on the regulated market (Prime Stan-

dard) of Frankfurt Stock Exchange.

The Company is a direct subsidiary of ADO Group 

Ltd (“ADO Group”), an Israeli company traded on the 

Tel Aviv Stock Exchange.

The Condensed Consolidated Interim Financial 

Statements of the Company as at September 30, 

2018 and for the three and nine-month periods then 

ended comprise the Company and its subsidiaries 

(together referred to as the “Group”).

Note 2 – Basis of 
Accounting

A. STATEMENT OF COMPLIANCE

The condensed consolidated interim financial 

statements have been prepared in accordance 

with IAS 34 Interim Financial Reporting as appli-

cable in the European Union (“EU”). They do not 

include all the information required for a complete 

set of financial statements. However, selected ex-

planatory notes are included to explain events and 

transactions that are significant for understanding 

the changes in the Group’s financial position and 

performance since the last annual consolidated 

financial statements as at and for the year ended 

December 31, 2017.

These condensed consolidated interim financial 

statements are presented in Euro (“EUR”) and have 

been rounded to the nearest thousand except 

where otherwise indicated. Due to rounding, the 

figures reported in tables and cross-references 

may deviate from their exact values as calculated.

These condensed consolidated interim financial 

statements were authorized for issue by the Com-

pany’s Board of Directors on November 13, 2018.

NOTES TO THE CONDENSED 
CONSOLIDATED INTERIM 
FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 



Condensed Consolidated Interim
 

Financial Statem
ents

Condensed Consolidated Interim
 

Financial Statem
ents

C
H

A
P

T
E

R

C
H

A
P

T
E

R

0303

ADO Nine-Month Financial Report 2018ADO Nine-Month Financial Report 2018 4948

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTSNOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

B. USE OF ESTIMATES AND JUDGMENTS 

In preparing these condensed consolidated interim 

financial statements, management has made judg-

ments, estimates and assumptions that affect the 

application of accounting policies and the reported 

amounts of assets and liabilities, income and ex-

pense. Actual results may differ from these estimates.

The significant judgments made by management 

in applying the Group’s accounting policies and 

the key sources of estimation uncertainty were the 

same as those that applied to the consolidated 

financial statements as at and for the year ended 

December 31, 2017.

Note 3 – Accounting 
Policies

Except as described below in note 3A, the account-

ing policies applied by the Group in these condensed 

consolidated interim financial statements are the 

same as those applied by the Group in its financial 

statements for the year ended December 31, 2017. 

These condensed consolidated interim financial 

statements should therefore be read in conjunction 

with the Group’s annual consolidated financial state-

ments for the year ended December 31, 2017.

A. INITIAL APPLICATION OF NEW STAN-
DARDS, AMENDMENTS TO STANDARDS 
AND INTERPRETATIONS

As from January 1, 2018 the Group applies the new 

standards and amendments to standards de-

scribed below:

 · IFRS 15 Revenue from Contracts with Customers

As from January 1, 2018 the Group initially applies 

International Financial Reporting Standard 15 (“IFRS 

15” or “the standard”), which provides guidance on 

revenue recognition.

The Group elected to apply the standard using the 

cumulative effect approach, with an adjustment to 

the balance of retained earnings as at January 1, 2018 

and without a restatement of comparative data.

The standard introduces a new five-step model for 

recognizing revenue from contracts with customers:

(1) Identifying the contract with the customer. 

(2) Identifying distinct performance obligations in 

the contract. 

(3) Determining the transaction price. 

(4) Allocating the transaction price to distinct per-

formance obligations.  

(5) Recognizing revenue when the performance 

obligations are satisfied.

The Group recognizes revenue when the cus-

tomer obtains control over the promised goods or 

services. The revenue is measured according to the 

amount of the consideration to which the Group 

expects to be entitled in exchange for the goods 

or services promised to the customer, other than 

amounts collected for third parties.

In the property rental and management sector, 

the Group provides management services to the 

tenants. In cases that the Group cannot direct the 

service transferred to the customer and it actually 

acts as an agent, the revenue is recognized on a 

net basis. In other cases, the revenue is recognized 

on a gross basis.

As part of the initial application of the standard, the 

Group has chosen to apply the following expedients:

(1) Application of the cumulative effect approach 

only for contracts not yet completed at the transi-

tion date; and 

(2) Examining the aggregate effect of contract 

changes that occurred before the date of initial 

application, instead of examining each change 

separately.

The application of IFRS 15 did not have an effect 

on the financial statements of the Group.

 · IFRS 9 (2014) Financial Instruments

 

As from the first quarter of 2018 the Group applies 

IFRS 9 (2014) Financial Instruments (“IFRS 9” or 

“the standard”), which replaces IAS 39 Financial 

Instruments: Recognition and Measurement (“IAS 

39”). Furthermore, as from that date the Group 

applies the amendment to IFRS 9 Financial Instru-

ments: Prepayment Features with Negative Com-

pensation.

The Group has chosen to apply the standard and 

the amendment to the standard as from January 

1, 2018 without amendment of the comparative 

data, other than where required by the standard 

with respect to certain hedging items, with an ad-

justment to the balance of retained earnings and 

other components of equity as at the date of initial 

application.

The application of IFRS 9 did not have an effect on 

the financial statements of the Group.

 · Amendment to IAS 40 Investment Property: 

Transfers of Investment Property

The amendment clarifies that an entity shall trans-

fer property into, or out of, investment property only 

when there is evidence of a change in use. Change 

in use occurs when the property meets, or ceases 

to meet, the definition of investment property. The 

amendment clarifies that a change in manage-

ment’s intentions for the use of a property by itself 

does not constitute evidence of a change in use. 

The amendment also states that the list of evidence 

of change in use that is included in paragraph 57 of 

IAS 40 is a non-exhaustive list of examples.

The amendment is applied on a prospective basis.

The application of the amendment did not have an 

effect on the financial statements, but may affect 

the classification of assets such that they will be 

classified as investment property or cease to be 

classified as investment property as a result of fu-

ture changes in use.

B. NEW IFRS STANDARDS AND 
INTERPRETATIONS NOT YET ADOPTED

 · IFRS 16 Leases 

 

The Group is examining the effects of adopting 

IFRS 16 on the financial statements, and in its 

opinion, the effect on the financial statements will 

be immaterial.

Note 4 – Scope of 
Consolidation 

A. On January 1, 2018, the Group carried out a 

transaction to take over 94.9% of the issued 

shares of three German entities holding one con-

dominium building and three residential buildings 

located in Berlin, Germany, for a total consider-

ation of EUR 17.4 million. As at the takeover date, 

the buildings included 102 residential units and 

6 commercial units with a total leasable area of 

approximately 6.1 thousand m2.

The purchase of the entities was treated as a 

purchase of a group of assets and liabilities and 

not as a business combination based on IFRS 3 

Business Combinations, mainly since the Group’s 

view was to purchase a portfolio of assets and 

not to acquire activities, processes and previous 

management. Therefore, the total purchase costs 

were allocated to the assets and liabilities based 

on their relative fair values at the purchase date 
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B. On April 16, 2018, the Group carried out a trans-

action to take over 94% of the issued shares of a 

Dutch entity holding one residential building com-

plex located in Berlin, Germany, for a total consider-

ation of EUR 153.4 million (including approximately 

2.3% transaction costs). As at the takeover date, 

the buildings included 832 residential units and 24 

commercial units with a total leasable area of ap-

proximately 65.6 thousand m2.

The purchase of the entity was treated as a pur-

chase of a group of assets and liabilities and not as 

a business combination based on IFRS 3 Business 

Combinations, mainly since the Group’s view was 

to purchase a portfolio of assets and not to acquire 

activities, processes and previous management. 

Therefore, the total purchase costs were allocated 

to the assets and liabilities based on their relative 

fair values at the purchase date without the recog-

nition of goodwill and deferred tax as follows:

C. On May 1, 2018, the Group carried out a transac-

tion to take over 94.9% of the issued shares of four 

German entities holding four residential buildings 

and one commercial building located in Berlin, Ger-

many, for a total consideration of EUR 31.3 million 

(including approximately 2.9% transaction costs). As 

at the takeover date, the buildings included 51 res-

idential units and 68 commercial units with a total 

leasable area of approximately 13.8 thousand m2.

The purchase of the entities was treated as a pur-

chase of a group of assets and liabilities and not as 

a business combination based on IFRS 3 Business 

Combinations, mainly since the Group’s view was 

to purchase a portfolio of assets and not to acquire 

activities, processes and previous management. 

Therefore, the total purchase costs were allocated 

to the assets and liabilities based on their relative 

fair values at the purchase date without the recog-

nition of goodwill and deferred tax as follows:

without the recognition of goodwill and deferred tax as follows:

In EUR thousand (Unau dited)

Cash and cash equivalents 134

Trade and other receivables 13

Trading properties 5,651

Advances in respect of investment properties (1) 2,437

Investment properties (2) 12,591

Trade and other payables (658)

Bank loans (3) (2,498)

Other financial liabilities (4) (258)

Total consideration 17,412

Consideration already paid in 2017 (2,750)

Less cash acquired (134)

Net cash flow from the acquisition of subsidiaries 14,528

(1) The takeover of an additional residential building was completed during the reporting period for a total consideration of EUR 5.6 million. Consequently, an 

amount of EUR 1.6 million was reclassified from advances to investment properties in the condensed consolidated interim statement of financial position. 

The fair value of the building as at the takeover date was EUR 5.3 million, and it includes 33 residential units and 1 commercial unit with a total leasable area 

of approximately 2 thousand m2.

(2) The fair value of the investment properties as at the takeover date was EUR 12.5 million. After the takeover of the additional building (see note 1 above), 

acquisition costs of EUR 0.5 million were recognized under changes in fair value of investment properties in the condensed consolidated interim profit or loss 

statement (approximately 3% of the total consideration).

(3) The bank loans were repaid during the period.

(4) Other financial liabilities refer to a put option granted to the non-controlling interests (see note 5G).

In EUR thousand (Unau dited)

Cash and cash equivalents 346

Trade and other receivables 145

Investment properties (1) 160,640

Property and equipment 57

Trade and other payables (679)

Other financial liabilities (2) (7,069)

Total consideration 153,440

Consideration to be paid after the reporting period (3) (1,031)

Less cash acquired (346)

Net cash flow from the acquisition of subsidiaries 152,063

(1) The fair value of the investment properties as at the takeover date was EUR 157 million, therefore acquisition costs of approximately EUR 3.6 million were 

recognized under changes in fair value of investment properties in the condensed consolidated interim profit or loss statement.

(2) Other financial liabilities refer to a put option granted to the non-controlling interests (see note 5G).

(3) Consideration to be paid refers to transaction costs invoiced after the reporting period.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTSNOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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Note 5 – Selected Notes to the Condensed Consoli-
dated Interim Statement of Financial Position

A. INVESTMENT PROPERTIES

In EUR thousand

September 30,
2018 
(Unaudited)

September 30,
2017
(Unaudited)

December 31, 
2017
(Audited)

Balance as at January 1 3,271,298 2,278,935 2,278,935

Additions by way of acquiring subsidiaries (see note 4) 209,409 197,992 411,539

Additions by way of acquiring assets 87,150 96,408 169,895

Capital expenditure 36,807 21,515 31,021

Transfer from investment properties - (3,730) (3,730)

Fair value adjustments 197,785 146,242 383,638

Total 3,802,448 2,737,362 3,271,298

In EUR thousand (Unau dited)

Cash and cash equivalents 318

Restricted bank deposits 124

Trade and other receivables 29

Investment properties (1) 31,953

Trade and other payables (320)

Other financial liabilities (2) (772)

Total consideration 31,332

Less cash acquired (318)

Net cash flow from the acquisition of subsidiaries 31,014

(1) The fair value of the investment properties as at the takeover date was EUR 31.1 million, therefore acquisition costs of approximately EUR 0.9 million were 

recognized under changes in fair value of investment properties in the condensed consolidated interim profit or loss statement.

(2) Other financial liabilities refer to a put option granted to the non-controlling interests (see note 5G).

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTSNOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Investment properties increased as compared 

with December 31, 2017 due to acquisitions of the 

issued shares of German entities at a total cost 

of EUR 209.4 million (see note 4), two additional 

asset acquisitions as part of share deals and 13 

additional asset deals in the first nine months of 

2018 totaling 491 residential units and 32 commercial 

units in Berlin at a total cost of EUR 87.2 million, in-

cluding transaction costs and real estate transfer 

tax (“RETT”) of EUR 8.6 million, which were recog-

nized under changes in fair value of investment 

properties in this condensed consolidated interim 

statement of profit or loss.

According to the Group’s fair value valuation policies 

for investment properties, investment properties 

generally undergo a detailed valuation as at June 

30 and December 31 of each year. The fair value of 

the investment properties as at September 30, 2018 

was determined based on valuations as at June 30, 

2018 performed by valuation expert CBRE, an indus-

try specialist that has appropriate, recognized pro-

fessional qualifications and up-to-date experience 

regarding the location and category of the proper-

ties. For the purpose of these condensed consoli-

dated interim financial statements, the appropriate-

ness of these valuations is monitored on an ongoing 

basis. According to the Company’s assessments, 

there were no material changes in the parameters 

that were used for the June 30, 2018 valuations.

The valuations are based on the discounted cash 

flow model. The valuation model considers the 

present value of net cash flows to be generated 

from the property, taking into account expected 

rental growth rate, void periods, occupancy rate, 

lease incentive costs such as rent-free periods and 

other costs not paid by tenants.

The expected net cash flows are discounted using 

risk-adjusted discount rates. Among other factors, 

the discount rate estimation considers the quality 

of a building and its location (prime vs. secondary), 

tenant credit quality and lease terms.

The current average capitalization rate (“Cap Rate”) 

is 2.9% (as at September 30, 2017: 3.2% and as 

at December 31, 2017: 3.0%) and was calculated 

based on the Net Operating Income (“NOI”) for the 

last month of the reporting period on an annual-

ized basis, divided by the fair value.

B. TRADING PROPERTIES

During the nine months ended September 30, 2018, 

the Group completed the sale of 50 condominium 

units for a total consideration of EUR 16.2 million 

(during the first nine months of 2017: 62 units for 

EUR 13.8 million and during the full year 2017: 84 

units for EUR 19.7 million) recorded under rev-

enues in this condensed consolidated interim 

statement of profit or loss.

During the period, the Group acquired an entity hold-

ing a condominium building with 24 residential units 

and 2 commercial units in Berlin at a total cost of  

EUR 5.7 million. See note 4 for more information regard-

ing newly acquired trading properties during the period.

C. EQUITY

A dividend in the amount of EUR 26.5 million 

(EUR 0.60 per share) was paid based on a deci-

sion of the Annual General Meeting, which took 

place on June 19, 2018. The ex-dividend date was 

June 18, 2018.

D. BONDS

On July 20, 2017, the Company placed unsecured, 

fixed-rate corporate bonds with a total nominal 

amount of EUR 400 million with institutional inves-

tors. The bonds carry an interest rate of 1.5% (effective 

interest rate of 1.64%) per annum and mature on July 

26, 2024. The gross proceeds resulting from the trans-

action amounted to EUR 398.6 million with an issue 
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(*) Immaterial adjustment of comparative data.

In EUR thousand

September 30,
2018
(Unaudited)

September 30,
2017
(Unaudited)

December 31, 
2017
(Audited)

Current liabilities

Compensation fee 331 414(*) 867

Non-current liabilities

Compensation fee 785 620(*) 772

Put option 37,429 21,849(*) 26,466

Total 38,545 22,883 28,105

price of 99.651%. The net proceeds of the bond will 

mainly be used to fund future acquisitions.

The Company undertakes not to incur any financial 

indebtedness after the issue date of the bond and 

will also procure that its subsidiaries will not incur 

any financial indebtedness after the issue date of 

the bond (except for refinancing existing financial 

indebtedness), if immediately after giving effect to 

the incurrence of such additional financial indebt-

edness (taking into account the application of the 

net proceeds of such incurrence) the following 

tests would not be met: (i) loan-to-value ratio 

(LTV) ≤ 60%; (ii) secured loan-to-value ratio ≤ 45%; 

(iii) unencumbered asset ratio ≥ 125%; and (iv) in-

terest coverage ratio (ICR) ≥ 1.8.

As at September 30, 2018, the Company is fully 

compliant with all covenant requirements.

E. OTHER LOANS AND BORROWINGS

Loans and borrowings have increased in compar-

ison with December 31, 2017 mainly due to the 

following:

On March 22, 2018, the Group received a bank loan 

in the amount of EUR 7.7 million to finance existing 

assets. The new loan carries an annual fixed inter-

est rate of 1.49% per annum for a 7-year term.

On September 27, 2018 the Group repaid a bank 

loan in the amount of EUR 51.9 million with an aver-

age effective interest rate of 3.16% per annum.

All bank loans are non-recourse loans from German 

banks with the related assets (investment proper-

ties and trading properties) as their only security.

As at September 30, 2018, under the existing loan 

agreements, the Group is fully compliant with 

its obligations (including loan covenants) to the 

financing banks.

As at September 30, 2018, other loans and bor-

rowings carry an average effective interest rate (i.e. 

considering the swap interest hedging effect from 

variable to fixed interest) of 1.8% per annum (as at 

September 30, 2017: 1.9% and as at December 31, 

2017: 1.9%). The average maturity of other loans and 

borrowings is 4.5 years (as at September 30, 2017: 

4.9 years and as at December 31, 2017: 5 years).

On March 9, 2018, the Group signed a EUR 200 million 

revolving credit facility with a 2-year term and two 

extension options, each for 1 year. The relating up-

front fees were recognized under deferred expens-

es in the statement of financial position and will be 

amortized over 4 years. 

F. COMMERCIAL PAPERS

During the reporting period, the Group set up a 

commercial paper program with a maximum vol-

ume of EUR 500 million, which allows funds with 

a maximum term of 364 days to be raised at short 

notice. As at September 30, 2018 the outstanding 

loan balance amounts to EUR 249 million. The in-

dividual tranches were issued subject to a negative 

interest rate of between -0.07% and -0.11% and 

with a term of one to six months.

G. OTHER FINANCIAL LIABILITIES

In relation to purchase agreements of 94%-94.9% of 

the shares of German property holding companies, 

the Company entered into an agreement with ADO 

Group to purchase the remaining 5.1%-6% of the 

shares of the German property holding companies. 

As part of the agreement, it was decided that upon 

the completion of a period of ten years following 

the closing of the transaction, ADO Group shall have 

the right to sell its interest to the Company for the 

higher of: (i) the fair value of the shares; and (ii) the 

amount paid by ADO Group to purchase its interest, 

less any dividends distributed to ADO Group by the 

property companies during the 10-year period.

Based on profit transfer agreements, ADO Group 

is entitled to an annual compensation fee in 

respect of its interest in the German property 

holding companies.

The Company recognized the above put option 

and compensation fee as a financial liability mea-

sured at fair value at each reporting date, where-

as the changes in the fair value are recognized in 

equity. In respect of the put option and the com-

pensation fee, the following balances are included 

in the condensed consolidated interim statement 

of financial position:

Note 6 – Financial Instruments

All of the aspects of the Group’s financial risk management objectives and policies are consistent with 

those disclosed in the consolidated financial statements as at and for the year ended December 31, 2017.

A. FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE FOR DISCLOSURE PURPOSES ONLY

The carrying amounts of certain financial assets and liabilities, including cash and cash equivalents, 

trade and other receivables, restricted and other bank deposits and trade and other payables are 

considered to be the same or approximate to their fair value due to their short-term nature.

The fair values of the other liabilities, together with the carrying amounts shown in the statement of 

financial position, are as follows:
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September 30, 2018 
(Unaudited)

September 30, 2017 
(Unaudited)

December 31, 2017 
(Audited)

In EUR thousand 
Carrying
amount Fair value 

Carrying
amount

 
Fair value

Carrying
amount Fair value

Bonds 396,806 389,188 396,258 401,040 396,396 404,056

Commercial papers 249,000 249,000 - - - -

Variable rate loans 
and borrowings (*) 75,178 76,859 76,241 78,651 83,460 85,751

Fixed rate loans and 
borrowings (*) 887,541 887,845 846,211 857,322 943,263 944,092

Total 1,608,525 1,602,892 1,318,710 1,337,013 1,423,119 1,433,899

(*) Including the current portion of long-term loans and borrowings.

September 30, 2018 
(Unaudited)

September 30, 2017 
(Unaudited)

December 31, 2017 
(Audited)

In EUR thousand Level 2 Level 3 Level 2 Level 3 Level 2 Level 3

Other financial asset (1) - 6,203 - 4,536 - 5,359

Derivative financial 
liabilities (2) 2,445 - 3,229 - 2,985 -

Other long-term 
liabilities (3) - 38,545 - 22,883 - 28,105

(1) Other financial asset relates to the Group‘s option for purchasing the non-controlling interest in a transaction completed at the end of 2013. This other 

financial asset is measured at fair value.

(2) Fair value of derivatives, including both current and non-current liabilities, is measured by discounting the future cash flows over the period of the con-

tract and using market interest rates appropriate for similar instruments. The credit risk used by the bank is not a material component of the valuation made 

by the bank, and the other variables are market-observable.

(3) Other financial liabilities relate to a put option and an annual compensation fee granted to ADO Group (see note 5G) measured at fair value. The fair value 

is calculated based on the expected payment amounts, and the liability is discounted to present value using the market interest rate at the reporting date.

Although the Group believes that its estimates of fair value are appropriate, the use of different method-

ologies or assumptions could lead to different measurements of fair value.

Note 7 – Selected Notes to the Condensed 
Consolidated Interim Statement of Profit or Loss

A. REVENUE

For the nine 
months ended

For the three 
months ended

For the 
year ended

September 
30, 2018

September 
30, 2017

September 
30, 2018

September 
30, 2017

December 31, 
2017

In EUR thousand (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited)

Net rental income 94,637 74,222 33,050 25,914 103,300

Selling of condominiums 16,249 13,799 7,807 5,479 19,671

Income from facility services 4,947 4,446 1,588 1,356 5,881

Total 115,833 92,467 42,445 32,749 128,852

 
 B. FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE

The table below analyzes financial instruments, measured at fair value at the end of the reporting period, 

by the level in the fair value hierarchy into which the fair value measurement is categorized:

B. COST OF OPERATIONS

For the nine 
months ended

For the three 
months ended

For the 
year ended

September 
30, 2018

September 
30, 2017

September 
30, 2018

September 
30, 2017

December 31, 
2017

In EUR thousand (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited)

Salaries and other expenses 7,037 6,006 2,535 1,949 7,995

Cost of utilities recharged, net 976 1,512 390 853 1,409

Sale of condominiums – cost 12,701 11,373 5,681 4,367 15,760

Property operations and 
maintenance

10,891 7,143(*) 4,133 2,282(*) 11,010

Total 31,605 26,034 12,739 9,451 36,174

(*) Immaterial adjustment of comparative data.

C. CHANGE IN THE FAIR VALUE OF INVESTMENT PROPERTIES

As described in note 5A and note 4 above, the Group took over 17 deals during the reporting period. 

According to IFRS 13 Fair Value Measurement all transaction costs, including RETT, are not considered in 

the subsequent measurement of fair value.

As a consequence, the Group recognized negative valuation in the amount of EUR 13.6 million resulting 

only from the impact of transaction costs and RETT that was included in the initial carrying amount of 

these investment properties.
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Note 8 – Segments Reporting

The basis of segmentation and the measurement basis for segment profit or loss are the same as pre-

sented in note 25 regarding operating segments in the annual consolidated financial statements for the 

year ended December 31, 2017. The accounting policies of the operating segments are the same as de-

scribed in note 3 regarding accounting policies.

A. INFORMATION ABOUT REPORTABLE SEGMENTS

Information regarding the results of each reportable segment is included below.  

For the nine months ended September 30, 2018 (Unaudited)

In EUR thousand

Residential
property
management Privatization

Total
consolidated

External income from residential property management 98,916 668 99,584

External income from selling condominiums - 16,249 16,249

Consolidated revenue 98,916 16,917 115,833

Reportable segment gross profit 80,213 4,015 84,228

General and administrative expenses (11,543)

Changes in fair value of investment properties 197,785

Finance income 965

Finance expense (21,090)

Consolidated profit before tax 250,345

Income tax expense (39,368)

D. NET FINANCE COSTS

For the nine 
months ended

For the three 
months ended

For the 
year ended

September 
30, 2018

September 
30, 2017

September 
30, 2018

September 
30, 2017

December 31, 
2017

In EUR thousand (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited)

Interest on bonds 4,893 1,169 1,638 1,169 2,824

Interest on other loans 
and borrowings

14,607 13,226 4,844 4,501 18,279

One-off refinance costs 440 6,914 - 2,696 6,741

Other net finance expenses 
(income)

185 585 195 548 163

Total 20,125 21,894 6,677 8,914 28,007

For the nine months ended September 30, 2017 (Unaudited)

In EUR thousand

Residential
property
management Privatization

Total
consolidated

External income from residential property management 77,983 685 78,668

External income from selling condominiums - 13,799 13,799

Consolidated revenue 77,983 14,484 92,467

Reportable segment gross profit 63,450(*) 2,983 66,433(*)

General and administrative expenses (8,860)(*)

Changes in fair value of investment properties 146,242

Finance income 779

Finance expense (22,673)

Consolidated profit before tax 181,921

Income tax expense (27,666)

(*) Immaterial adjustment of comparative data.

For the three months ended September 30, 2018 (Unaudited)

In EUR thousand

Residential
property
management Privatization

Total
consolidated

External income from residential property management 34,432 206 34,638

External income from selling condominiums - 7,807 7,807

Consolidated revenue 34,432 8,013 42,445

Reportable segment gross profit 27,433 2,273 29,706

General and administrative expenses (4,604)

Changes in fair value of investment properties (1,246)

Finance income 262

Finance expense (6,939)

Consolidated loss before tax 17,179

Income tax expense (2,489)
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For the three months ended September 30, 2017 (Unaudited)

In EUR thousand

Residential
property
management Privatization

Total
consolidated

External income from residential property management 27,054 216 27,270

External income from selling condominiums - 5,479 5,479

Consolidated revenue 27,054 5,695 32,749

Reportable segment gross profit 21,900(*) 1,398 23,298(*)

General and administrative expenses (3,002)(*)

Changes in fair value of investment properties (13,528)

Finance income 38

Finance expense (8,952)

Consolidated profit before tax (2,146)

Income tax expense (649)

(*) Immaterial adjustment of comparative data. 

For the year ended December 31, 2017 (Audited)

In EUR thousand

Residential
property
management Privatization

Total
consolidated

External income from residential property management 108,303 878 109,181

External income from selling condominiums - 19,671 19,671

Consolidated revenue 108,303 20,549 128,852

Reportable segment gross profit 88,368 4,310 92,678

General and administrative expenses (12,762)

Changes in fair value of investment properties 383,638

Finance income 1,602

Finance expense (29,609)

Consolidated profit before tax 435,547

Income tax expense (68,035)

Note 9 – Subsequent Events

A. After the reporting date, the Group completed the takeover of one asset, structured as a share deal, After 

the reporting date, the Group completed the takeover of one asset, structured as a share deal, comprising a 

total of 19 commercial units in Berlin. The gross purchase price for 100% of the acquired asset amounted to 

EUR 19.5 million. At the date of acquisition, the total annual net cold rent from the new acquisition amounted 

to EUR 0.8 million. As at September 30, 2018, the Group paid an advance of EUR 1.9 million that was record-

ed as advances in respect of investment properties.

B. At the time of the approval of these condensed consolidated interim financial statements the out-

standing balance of the commercial papers amounts to EUR 224 million.

C. After the reporting date, the Group issued unsecured Schuldscheindarlehen in a total amount of EUR 

24.5 million, with tenors of five to ten years, including fixed and floating rate tranches. The fixed-rate 

tranches were issued subject to an interest rate of between 2.05% and 3.15%, and the floating rate trach 

carries an interest rate of 6-months-EURIBOR + 1.7%.

In addition, the Group drew down an amount of EUR 10 million from the revolving credit facility agreement.

On November 8, 2018, the Group entered into a EUR 50 million bilateral credit facility agreement, matur-

ing on December 30, 2019, and carrying an interest rate of 1 or 3-months-EURIBOR + a margin of be-

tween 1.00% and 2.25%, depending on the number of months elapsed after signing the agreement.

The proceeds will be used for general corporate purposes and the repayment of short-term debt, mainly 

from the commercial paper program.

D. On October 11, 2018, Moody’s downgraded the Company’s long-term issuer rating to Baa3 from Baa2 

and the short-term rating to P-3 from P-2. All ratings have been placed on review for further downgrade. 

On November 8, 2018, Moody’s announced that the recent financing activities of the Company substan-

tially reduce the likelihood of multi-notch downgrades.
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