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Constellation Hotels Holding Ltd S.C.A.
Société en Commandite par Actions

Registered office: 15, boulevard Roosevelt L-2450 LUXEMBOURG

R.C.S. LUXEMBOURG B167941

MANAGEMENT REPORT TO THE CONSOLIDATED FINANCIAL STATEMENTS AS AT 31
DECEMBER 2015

GENERAL

Constellation Hotels Holding Ltd S.C.A. is a partnership limited by shares (“société en commandite
par actions”) under Luxembourg law, incorporated in Luxembourg on 26 March 2012,

The Company was incorporated as a public limited company (“Société Anonyme”). On 31 December
2013, the shareholders decided to change the legal form of the Company to transform it into a
partnership limited by shares. In addition, the shareholders decided as of the same date to decrease
the share capital of the Company from EUR 400,031,000 to EUR 166,031,000.

Further, during the year 2014, in order to finance the new acquisitions of the Company, the
shareholders decided to increase the Company’s equity by several capital contributions totalling EUR
239,281,364.

Afterwards, during the year 2015, also in order to finance the new acquisitions of the Company, the
shareholders decided to increase the Company’s equity by several capital contributions totalling EUR
1,044,247,417.

On 15 September 2015, Pioneer Holding S.A., a former shareholder, sold their entire 49.99% holding
of the Group to Prime Capital S.A.

Thus, the share capital of the Company is divided into 1,660,310 shares which are allocated as
follows:

e 830,154 ordinary A shares to Prime Capital S.A;

e 830,154 ordinary B shares to Regis Investment S.A.;

* 1 unlimited shares to Constellation Hotels Holding GP S.a.r.l., a company governed by the
laws of the Grand Duchy of Luxembourg;

e 1 unlimited shares to Regis Limited S.a.r.l, a company governed by the laws of the Grand
Duchy of Luxembourg.

Constellation Hotels Holding Ltd S.C.A. and its subsidiaries {hereafter the “Group”) own and operate
luxury hotels and real estate properties located in Europe and the United States. The depth of this
field of activity has allowed the Group to acquire a real know-how in this so particular area. Further,
the Group invests as well in participations owning real estate properties.
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KEY EVENTS

During 2015, the Company has acquired the following additional participations in affiliated
companies:

- 100% of the share capital of CONSTELLATION HOTELS FRANCE GROUP HOLDING S.A., which
through a structure of Luxembourg companies acquired the Intercontinental Paris le Grand
Hotel, located in rue Scribe in Paris. The closing of the deal occurred in May 2015.

- 100% of the share capital of CHH FINANCE S.A. whose aim is to invest in Notes issued by LOV
Hotel Collection, owner of several hotels in France e.g. Les Airelles, Le Mélezin, La Bastide de
Gordes. The closing of the deal also occurred in May 2015.

- 100% of the share capital of Constellation Hungary S.A., formerly denominated as CHH
France 2 S.A., which was projected to: 1. enter into a cooperation agreement, in 2016, with
various parties who are jointly interested in the realization of a real estate development
project in Budapest, Hungary; 2. purchase, in 2016 also, interests in a company in Hungary
that owns properties in Budapest also.

- 100% of the share capital of Séléné S.ar.l. which through a structure of UK Companies owns
Claridge’s, Connaught and the Berkeley hotels in London. In April 2015, the Company
acquired 60% of this structure and in October, acquired the remaining 40% through Séléné
S.ar.l.

- However, in 2015, 100% share capital of an affiliated company of the Company’s subsidiary,
Mark Invest Holdings (ex CHH France 1) S.A., have been transferred to the Company’s sister
company, Cornerstone Commercial Properties Holdings S.A.

Subsequent to 31 December 2015, the following events have occurred:

- Constellation Hungary S.A., a subsidiary of the Company, entered a cooperation agreement,
dated 1 February 2016, with various parties who are jointly interested in the realization of a
real estate development project on the Kopaszi Bay in Budapest, Hungary. The closing of this
deal occurred on 19 April 2016. The same subsidiary also purchased the equity and debt
interests of a Hungarian company who owns retail units and office space in Budapest also.
This deal was finalized on April 2016 aiso.

The Group is engaged in acquisition of hotels, commercial, retail as well as mixed-use real estate
properties and investment in financial instruments. The details of the hotel business acquisitions of
the year by the Group have been disclosed in note 7. The Group kept all its participations and
investments which it has acquired so far. The Group decided to expand its scope of action by
continuing to focus on prestigious and luxurious establishments with an asserted notoriety.
RESEARCH & DEVELOPMENT

There is no research and development activity within the Group during the year 2015. (2014: nil)
OWN SHARES

As at 31 December 2015, there is no own shares held by the Group itself.

BRANCH

There is no branch of any Group member in the year 2015.
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SUBSEQUENT EVENTS

Regarding subsequent events, they can be referred to in note 30.

FINANCIAL RISK

Regarding financial risk, it can be referred to in note 20.

Luxembourg, 2016
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Independent auditor’s report

To the Shareholders of

Constellation Hotels Holding Ltd S.C.A.
15, boulevard Roosevelt

L-2450 Luxembourg

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Constelfation Hotels Holding Ltd
S.C.A (the "Company”), which comprise the consolidated statement of financial position as at 31 December
2015, the consolidated statement of profit or loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity, the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Board of Managers of Constellation Hotels Holding GP S.a r.l. (the "General Partner”) responsibility for the
consolidated financial statements

The Board of Managers of the General Partner is responsible for the preparaticn and fair presentation of
these consolidated financial statements in accordance with Internationat Financial Reporting Standards as
adopted by the European Union and for such internal control as the Board of Managers of the General
Partner determines is necessary to enable the preparation and presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Responsibility of the "réviseur d'entreprises agréé”

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with international Standards on Auditing as adopted for Luxembourg
by the "Commission de Surveillance du Secteur Financier”. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the judgement of the "réviseur
d'entreprises agrée”, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, the "réviseur
d'entreprises agrégé’ considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Board of Managers of the General Partner, as well as
evaluating the overall presentation of the consclidated financial statements.
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Responsibility of the “réviseur d'entreprises agréé (cantinued)

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

Opinion

in our opinion, the consolidated financial statements give a true and fair view of the financial position of
Constellation Hotels Holding Ltd S.C.A. as of 31 December 2015, and of its financial performance and its
cash flows for the year then ended in accordance with International Financia! Reporting Standards as
adopted by the European Union.

Report on other legal and regulatory requirements

The consolidated management report, which is the responsibility of the Board of Managers of the General
Partner, is consistent with the consolidated financial statements.

Ernst & Young
Société anonyme
Cabinet de révision agréé

Luxembourg, 5 October 2016
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Consolidated Statement of Financial Position
as at 31 December 2015

Assets

NON-CURRENT ASSETS - {in thousands of euros) Notes
Property, plant and equipment 9
Investment properties 11
Intangible assets 8
Others nan-current financial assets 12
Deferred tax assets 21
CURRENT ASSETS

Inventories

Trade and other receivables 13
Other current assets 14

Current tax receivables
Cash and cash equivalents 15

TOTAL ASSETS

Document émis électroniquement

31 Dec. 2015

3409 716
1126989

956 833:
544 371
39221

6077 130

7457

29 565
397 340

7363
277976

719701

6 796 831

d Financial ond Notes

31 December 2015

31 Dec. 2014

1313293
988 281
596 764
201338

19 063

3118739

2264
12 398
28 451
4352
162225

209 690

3 328 429

The accompanying notes on pages 13 - 58 are an integral part of these consolidated financial

statements.
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Consolidated Statement of Financial Position (continued)
as at 31 December 2015

Equity and Liabilities

(in thousands of euros) Notes 31 Dec. 2015 31 Dec. 2014
EQUITY

Issued share capital 16 166 031 166:031
Legal reserve 16 676 IR
Contribution without issue of shares 16 1283529 239281
Foreign currency translation reserve ; 14.806 S 2125
Other reserves 16 {7305) o {12794)
Retained earnings (118 696} o (836)
Equity attributable to equity holders of the parent company 1339041 e 389557
Non controlling interests ' 70 086 _ 40529
TOTAL EQUITY 1409127 430086

NON-CURRENT LIABILITIES

Interest bearing loans and borrowings 17 4100 675: 2384 187
Deferred tax liabilities 21 456 071 152 354
Other non-current liabilities 10441 S 10902
Derivative financial instruments 18 25847 ‘ 21217
Provisions 10167 3632

4 603 201: 2572292

CURRENT LIABILITIES

Interest bearing loans and borrowings 17 606 790 212 341
Trade payables 59836 37 227
Other current payables 19 109162, 66972
Current tax payables 4614 6376
Provisions ; 4101 3135

784 503: 326 051
TOTAL LIABILITIES 5387 704 2898 343
TOTAL EQUITY AND LIABILITIES 6796 831 3328429

The accompanying notes on pages 13 — 58 are an integral part of these consolidated financial
statemeants.
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Consolidated Statement of Profit or Loss

For the year ended 31 December 2015

(in thousands of euros)

Revenue

Fair value adjustments in investment properties
Operating expense

Other operating income

Operating profit

Other non-operating income
Other non-operating expense
Finance income

Finance expense

LOSS BEFORE TAX
income tax expense

LOSS FOR THE YEAR

Attributable to:
Equity holders of the parent
Non-Controlling Interests (NCI)

Notes

26
24
24

21

Document émis électroniquement

I Financial

For the year ended
31 December 2015

558 596
25177

(513 620}

28621

98774

208

- (80336)
23205

{189 546).

(147 695)
25 408

(122 287y

(117 184)

{5 103}

and Notes
31 December 2015

For the year ended
31 December 2014

324555
8210
{294 928}
16 945
54782
3004
{1143)
4180
(82517

(21 604)
{3 184)

(24 788).

(21 483)
{3305)

The accompanying notes on pages 13 - 58 are an integral part of these consolidated financial

statements.
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Consolidated Statement of Comprehensive Income

For the year ended 31 December 2015

{in thousands of euros) Notes For the year ended For the year ended
31 December 2015 31 December 2014
LOSS FOR THE YEAR {122 287} {24 788)

Actuarial {losses) on defined benefit plans, net of
deferred taxes, not to be reclassified in the P&L in : :
subsequent period ‘ ' 3342 ‘ (293);
Fair value {losses) on derivative financial instruments ‘ i
to be reclassified in the P&L in subsequent period

8 2147 {9353)

Exchange differences on translation of foreign :
operations to be reclassified in the P&L in subsequent
period ) 20 844 3518
Other comprehensive income, net of tax 26 333 (6 128)
Total comprehensive foss for the year, net of tax (95 954) (30916}
Attributable to:

Equity holders of the parent {94 764) . {28 807).

Non-Controlling Interests (NCI) {1190} (2 109}

The accompanying notes on pages 13 - 58 are an integral part of these consolidated financial
statements.
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Consolidated Statement of Cash Flows
For the year ended 31 December 2015
(thousands of euros) Notes For the year ended For the year ended

31 December 2015 31 December 2014
Operating activities
Loss before tax {147 695) (21 604)
Adjustments to reconcile {loss) before tax to net cash
flows
Dep.rematxon and impairment of property, piant and 9 62 128 28 509
equipment .
Amortization and impairment of intangible assets 8 : 96 966 3617
Cha.nge‘ in fair value of investment properties and 11,18 (14 835) ) (5 992)
derivative
Adjustment for other non cash items 41 340 -
Interest income 24 (18 837} (4 128)
Interest expense 24 174 593 76 533
Working capital adjustments
(Increase) in trade and other receivables and (6.433) (6522)
prepayments :
increase in trade and other payables 18 210 12 841
Received / paid interest adjustments
Interest received 18 837 4128
Interest paid (126 219) (40873}
Income tax paid {3871) {11 005).
Net cash flows from operating activities 94 184 35504
Investing activities
Purf:hase of prf)perty, plant and equipment including (157 844) (60 274)
capital expenditure
Purchas-e of investment properties including capital 11 (31671) (564 520)
expenditure
Issuance of bonds and loans {338 947} =
Repayment of the loans given - 68 589
Acquisition of subsidiaries, net of cash acquired (1 215 964} (299 036)
Net cash flows used in investing activities (1 744 426) {855 241)
Financing activities
Contribution without issue of shares increase / 16 1044 248 239 281
(decrease)
Proceeds from borrowings 1039295 668 599
Repayment of borrowings (316 615) {88 119)
Net cash flows from financing activities 1766928 819 761
Net increase (decrease) in cash and cash equivalents 116 687 24
Net foreign exchange difference {21033) 3519
Cash and cash equivalents at 1 January 154 582 151 039
Cash and cash equivalents at 31 December 15 250 235 154 582

The accompanying notes on pages 13 - 58 are an integral part of these consolidated financial
statements.

11
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Notes to the consolidated financial statements
Note 1: Corporate Information

Consteliation Hotels Holding Ltd S.C.A. {hereafter “Constellation Hotels Holding”, the “Company”} was
incorporated as a public limited company (“Société Anonyme”) in Luxemhbourg on 26 March 2012.

On 31 December 2013, the shareholders decided to change the legal form of the Company to transform it into
a partnership limited by shares {“Société en commandite par actions”} under Luxembourg law. At the same
date the shareholders decided to decrease the share capital of the Company from EUR 400,031,000 to EUR
166,031,000. The registered office of the Company is at 15, boulevard Roosevelt, L-2450 Luxembourg, and the
Company is registered in the Luxembourg Trade and Companies Register under the number B 167.941.

Constellation Hotels Holding Ltd S.C.A. and its subsidiaries (hereafter the “Group”) is engaged in acquisition of
hotels, commercial, retail as well as mixed-use real estate properties and investment in financial instruments.

As of 31 December 2015, the Company is owned by the following shareholders:

Country of Percentage of
Name incorporation Number of shares ownership
Prime Capital S.A. Luxembourg 830 154 49.99%
Regis Investment S.A. Luxembourg 830 154 49.99%
Constellation Hotels Holding GP S.a.r.l. Luxembourg 1 0.01%
Regis Limited S.a.r.l. Luxembourg 1 0.01%

On 15 September 2015, the 49.93% of the Group was sold to Prime Capital SA for an amount of EUR 251.951
million (this amount may be adjusted according to certain provision of the share transfer agreement)

The consolidated accounts of Prime Capital S.A. are available at its head office at 15, boulevard Roosevelt, L-
2450 Luxembourg.

Note 2: Basis of Preparation

The consolidated financial statements were authorized by the Board of Managers of Consteliation Hotels
Holding GP S.a.r.l., the General Partner of the Company {the “Management”), on 2016.

The consolidated financial statements of the Group have been prepared in accordance with international
Financial Reporting Standards (IFRS} as issued by the International Accounting Standards Board {IASB) and as
endorsed by the European Union.

The consolidated financial statements have been prepared on a historical cost basis, except for derivative
financial instruments, investment properties, employee benefit plan and contingent consideration that have
been measured at fair value.

The consolidated financial statements are presented in euros and all values are rounded to the nearest
thousand (EUR 000), except when otherwise indicated.

The consclidated financial statements provide comparative information in respect of the previous period.

The consolidated financial statements have been prepared on a going concern basis.

13
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Note 3: Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at
31 December 2015. The financial statements of the subsidiaries are prepared for the same reporting period as
the parent company. The financial statements prepared in accordance with local accounting principles for each
Company falling within the Group, and being consolidated have been restated to conform to Group policies
prior to consolidation.

Non-controlling interests, if any, represent the portion of profit and loss and net assets not held by the Group
and are shown separately in the income statement and within equity in the consolidated statement of financial
position, separately from parent’s shareholders equity.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee. Specifically, the Group
controls an investee if, and only if, the Group has:

e Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);

e Exposure, or rights, to variable returns from its involvement with the investee, and;

e The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power over an investee, including:

e The contractual arrangement with the other vote holders of the investee;
e Rights arising from other contractual arrangements;
e The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets,
liabitities, income and expenses of a subsidiary acquired or disposed of during the year are included in the
statement of comprehensive income from the date the Group gains control until the date the Group ceases to
control the subsidiary.

Profit or loss and each component of other comprehensive income {OCl} are attributed to the equity holders of
the parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting policies into line with the Group’s accounting policies. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group are
eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

if the Group loses control over a subsidiary, it:

e Derecognizes the assets {including goodwill) and liabilities of the subsidiary
e Derecognizes the carrying amount of any non-controlling interests

e Derecognizes the cumulative translation differences recorded in equity

e Recognizes the fair value of the consideration received

14
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Recognizes the fair value of any investment retained

Recognizes any surplus or deficit in profit or loss

Reclassifies the parent’s share of components previously recognized in OCI to profit or loss or retained
earnings, as appropriate, as would be required if the Group had directly disposed of the related assets
or liabilities

15
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Note 4: Group information

The consolidated financial statements of the Group include the following entities:

Name Principal Country of % equity interest
activities Incorporation 2015 2014

Constellation Hotels France S.A.S. Hotel France 100% 100%
Business

Société du Palais de la Hotel France 100% 100%

Méditerranée Business

Société du Louvre-La Fayette Hotel France 100% 100%

S.A.S. Business

Hotel Martinez S.A.S. Hotel France 100% 100%
Business

Constellation Etoile S.A.S. Hotel France 100% 100%
Business

Constellation du Louvre S.A.S. Hotel France 100% 100%
Business

Constellation Hotel Martinez Hotel France 100% 100%

S.AS. Business

Constellation Palais de la Hotel France 100% 100%

Méditerranée S.A.S. Business

Fleet Street Investments | Ltd Investment Cayman 100% 100%
Property islands

Fleet Street Investments Il Ltd Investment Cayman 100% 100%
Property Islands

Fleet Street investments lf Ltd Investment British Virgin 100% 100%
Property Islands

CU.GL.ML S.p.A. Hotel Italy 100% 100%
Business

Constellation Hotel (OpCo) UK S.A. Hotel Luxembourg 100% 100%
Business

Consteliation Hotel UK S.A. Hotel Luxembourg 100% 100%
Business

Constellation Barclay UK Ltd Holding UK 100% 100%
company

Constellation Barclay US, LLC Hotel United — 100% 100%
Business States

Constellation Barclay Invest UK, Holding UK 100% 100%

Ltd company

Constellation Barclay Holding US, Hotel United - 100% 100%

LLC Business States

111 East 48 Street Holdings LLC Holding United — 80.01% 80.01%
company States

Ballet Properties S.A. Holding Luxembourg 100% 100%
company

QPR Properties Kft Hotel
Business Hungary 100% 100%
Holding

Helens RE S.A. company Luxembourg 100% 100%

16
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Helens RE | Commercial investment
investments Property Greece 100% 100%
Helens RE Il Commercial Investment
Investments Property Greece 100% 100%
Helens RE HI Commercial Investment
Investments Property Greece 100% 100%
Helens RE IV Commercial Investment
Investments Property Greece 100% 100%
Holding
CHH Finance S.A. company Luxembourg 100% 100%
Investment
Constellation OWS Holding S.A. Property Luxembourg 100% 100%
Constellation OWS Corporation Investment United —
Inc. Property States 100% 100%
Investment United —
MIP One Wall Street Holdings LLC Property States 90.01% 90.01%
MIP One Wall Street Mezzanine Investment United -
LLC Property States 90.01% 90.01%
MIP One Wall Street Acquisition Investment United ~
LLC Property States 90.01% 90.01%
Constellation Hotels France Group Holding
Holding S.A. company Luxembourg 100% 100%
Mark invest Holdings (formely Holding
CHH France 1) S.A. company Luxembourg - 100%
Constellation Hungary (formely Holding
CHH France 2) S.A. company Luxembourg 100% 100%
Constellation Hotels France Grand Holding
S.A. company Luxembourg 100% 100%
Société des Hbtels Hotel
InterContinental France SAS Business France 100% -
Hotel
BHR Services {France) SAS Business France 100% -
Hotel
Constellation Hotels Italy S.r.l. Business italy 100% 100%
Constellation Hotels Management Hotel
S.r.l. Business italy 100% 100%
Holding
Séléné S.a.r.l company Luxembourg 100% -
Hotel United
Coroin Ltd Business Kingdom 100% -

All entities are fully integrated in the consolidated financial statements for the years 2015 and 2014.

17
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Note 5: Summary of significant accounting policies

| The accounting policies adopted are consistent with those of the previous financial year, except for the
} following new and amended IFRS and IFRIC interpretations effective as of 1 January 2015.

1 No new standards or interpretation have been endorsed in financial year 2015 that have a material impact on
the accounting policies and the financial statements of the Group.

Standard issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Fund’s financial statements are disclosed below. The Fund intends to adopt these standards, if applicable,
when they become effective.

IFRS 9 Financial instruments

in July 2014, the 1ASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
instruments: Recognition and Measurement and all previous versions of {FRS 9. The standard introduces new
requirements for classification and measurement, impairment, and hedge accounting. IFRS 9 is effective for
annual periods beginning on or after January 1, 2018, with early application permitted. Retrospective
application is required, but comparative information is not compulsory. Early application of previous versions
of IFRS 9 (2009, 2010 and 2013) is permitted if the date of initial application is before February 1, 2015. The
adoption of IFRS 9 will have an effect on the classification and measurement of the Fund’s financial assets, but
no impact on the classification and measurement of the Group’s financial liabilities. The standard has not yet
been endorsed by the EU.

{FRS 15 Revenue from contracts with customers

The standard is effective for annual periods beginning on or after January 1, 2018. IFRS 15 establishes a five-
step mode! that will apply to revenue earned from a contract with a customer (with limited exceptions),
regardless of the type of revenue transaction or the industry. The standard’s requirements will also apply to
the recognition and measurement of gains and losses on the sale of some non-financial assets that are not an
output of the entity’s ordinary activities {e.g., sales of property, plant and equipment or intangibles). Extensive
disclosures will be required, including disaggregation of total revenue; information about performance
obligations; changes in contract asset and liability account balances between periods and key judgments and
estimates. The standard has not yet been endorsed by the EU and the management is currently considering the
impact.

Annual improvements 2012-2014 cycle (issued in September 2014)

These improvements are effective from January 1, 2016 and are not expected to have a material impact on the
Group. They include:

A. IFRS 7 Financial instruments: disclosures

The amendment clarifies that a servicing contract that includes a fee can constitute continuing involvement in a
financial asset. Also, the amendment clarifies that the IFRS 7 disclosures relating to the offsetting of financial
assets and financial liabilities are not required in the condensed interim financial report.

B. IAS 34 Interim financial reporting

The amendment clarifies that the required interim disclosures must either be in the interim financial
statements or incorporated by cross-reference between the interim financial statements and wherever they
are included within the greater interim financial report {e.g., in the management commentary or risk report).
The Board specified that the other information within the interim financial report must be available to users on
the same terms as the interim financial statements and at the same time. This amendment must be applied
retrospectively.

C. IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
Assets (or disposal Group) are generally disposed of either through sale or distribution to owners. The
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amendment clarifies that changing from one of these disposal methods to the other would not be considered a
new plan of disposal, rather it is a continuation of the original plan. There is, therefore, no interruption of the
application of the requirements in IFRS 5. This amendment must be applied prospectively.

IFRS 5 Changes in methods of disposal

The amendment is applied prospectively and clarifies that changing from one of the two disposal methods of
assets {or disposal groups) to the other, i.e. through sale or through distribution, should not be considered to
be a new plan of disposal, rather it is a continuation of the original plan. The amendment also clarifies that
changing the disposal method does not change the date of classification.

IFRS 7 Servicing Contracts

The amendment is applied prospectively and clarifies that a servicing contract that includes a fee can constitute
continuing involvement in a financial asset. An entity must assess the nature of the fee and arrangement
against the guidance for continuing involvement in paragraphs IFRS 7.B30 and IFRS 7.42C in order to assess
whether the disclosures are required.

IFRS 7 Applicability of the amendments to IFRS 7 to condensed interim financial statements

The amendment is applied retrospectively clarifies that the amendment to IFRS 7 related to the offsetting of
financial assets and financial liabilities are not required in the condensed interim financial report unless the
IFRS 7 disclosures provide a significant update to the information reported in the most recent annual report, in
which case the Board would expect the disclosures to be included in the entity’s condensed interim financial
report.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to account for all leases under a single on-balance
sheet mode! similar to the accounting for finance leases under 1AS 17. The standard includes two recognition
exemptions for lessees — leases of ‘low-value’ assets (e.g., personal computers) and short-term leases (i.e.,
leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee will recognize a
liability to make lease payments (i.e., the lease liability) and an asset representing the right to use the
underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be required to separately
recognize the interest expense on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events {e.g., a
change in the lease term, a change in future lease payments resulting from a change in an index or rate used to
determine those payments). The lessee will generally recognize the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will
continue to classify all leases using the same classification principle as in 1AS 17 and distinguish between two
types of leases: operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under 1AS 17.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted, but
not before an entity applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective
or a modified retrospective approach. The standard’s transition provisions permit certain reliefs,

Amendments to IAS 1 Disclosure Initiative

The amendments to IAS 1 clarify, rather than significantly change, existing IAS 1 requirements. The
amendments clarify:

* The materiality requirements in 1AS 1,

e That specific line items in the statement(s) of profit or loss and OCt and the statement of financial position
may be disaggregated,

« That entities have flexibility as to the order in which they present the notes to financial statements,

» That the share of OC! of associates and joint ventures accounted for using the equity method must be
presented in aggregate as a single line item, and classified between those items that will or will not be
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subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in
the statement of financial position and the statement(s) of profit or loss and OCI. These amendments do not
have any impact on the Group.

IAS 7 Disclosure Initiative — Amendments to IAS 7

The amendments to 1AS 7 Statement of Cash Flows are part of the IASB’s Disclosure Initiative and require an
entity to provide disclosures that enable users of financial statements to evaluate changes in liabilities arising
from financing activities, including both changes arising from cash flows and non-cash changes. On initial
application of the amendment, entities are not required to provide comparative information for preceding
periods. These amendments are effective for annual periods beginning on or after 1 January 2017, with early
application permitted. Application of amendments will result in additional disclosure provided by the Group.

1AS 12 Recognition of Deferred Tax Assets for Unrealised Losses — Amendments to IAS 12

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable
profits against which it may make deductions on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an entity should determine future taxable profits and
explain the circumstances in which taxable profit may include the recovery of some assets for more than their
carrying amount.

Entities are required to apply the amendments retrospectively. However, on initial application of the
amendments, the change in the opening equity of the earliest comparative period may be recognised in
opening retained earnings (or in another component of equity, as appropriate), without allocating the change
between opening retained earnings and other components of equity. Entities applying this relief must disclose
that fact.

; These amendments are effective for annual periods beginning on or after 1 January 2017 with early application
permitted. If an entity applies the amendments for an earlier period, it must disclose that fact. These
| amendments are not expected to have any impact on the Group.

Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortization

The amendments clarify the principle in IAS 16 Property, Plant and Equipment and {AS 38 Intangible Assets that
revenue reflects a pattern of economic benefits that are generated from operating a business (of which the
asset is a part) rather than the economic benefits that are consumed through use of the asset. As a result, a
revenue-based method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets. The amendments are applied prospectively and do
not have any impact on the Group, given that it has not used a revenue-based method 1o depreciate its non-
current assets.

1AS 19 regional market issue

The amendment is applied prospectively and clarifies that the obligation to recognize a post-employment
benefit obligation for its defined benefit plans must be discounted using market rates on high quality corporate
bonds or using government bond rates if a deep market for high quality corporate bonds does not exist. Market
depth of high quality corporate bonds is assessed based on the currency in which the obligation is
denominated, rather than the country where the obligation is located. When there is no deep market for high
quality corporate bonds in that currency, government bond rates must be used.

1AS 34 Disclosure of information "elsewhere in the interim financial report”

The amendment is applied retrospectively and clarifies that information must either be in the interim financial
statements or incorporated by cross-reference between the interim financial statements and wherever they
are included within the greater interim financial report (e.g., in the management commentary or risk report).
Other information within the interim financial report must be available to users on the same terms as the
interim financial statements and at the same time.

Significant accounting, judgments and estimates
The preparation of the Group’s consolidated financial statements, including consolidation as per IFRS 10,

requires Management to make judgments, estimates and assumptions that affect the reported amount of
income and expenses, assets and liabilities and the disclosure of contingent liabilities, at the reporting date.
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However, uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below. The Group based its assumptions and estimates
on parameters available when the consolidated financial statements were prepared. Existing circumstances
and assumptions about future developments, however, may change due to market changes or circumstances
arising that are beyond the control of the Group. Such changes are reflected in the assumptions when they
occur.

The main estimates and judgments made by Management in the preparation of the consolidated financial
statements are as follows the valuation and the useful life of intangible assets, property, plant and equipment
and investment properties, the amount of provisions for contingencies and the assumptions underlying the
calculation of pension obligations, claims and litigation and deferred tax balances and are presented in the
relevant notes to the financial statements.

Revaluation of property, plant and equipment and investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognized in the
statement of profit or loss. The Group engaged an independent valuation specialist to assess fair value as at
31 December 2015 for investment properties. For investment properties, a valuation methodology based on a
traditional rent and yield approach and based on valuation performed by accredited independent Real Estate
Appraisers.

In addition, useful life of intangible assets and property, plant and equipment are measured by reference to
market-based evidence, specific market factors such as nature, location and condition of the property.

The key assumptions used to determine the fair value of the investment properties and sensitivity analyses are
provided in notes 11 and 20 respectively.

Deferred tax

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable profit will
be available against which the losses can be utilized. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognized, based upon the likely timing and the level
of future taxable profits together with future tax planning strategies.

Defined benefit plans

The cost of the defined benefit pension plan and other post-employment medical benefits and the present
value of the pension obligation are determined using actuarial valuations. An actuarial valuation involves
making various assumptions that may differ from actual developments in the future.

These include the determination of the discount rate, future salary increases, mortality rates and future
pension increases. Due to the complexities involved in the valuation and its long-term nature, a defined benefit
obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed at each reporting
date.

Shareholder loans

The Group determined that the mechanism of the variable interest under the shareholders loans does not
meet the definition of a derivative under 1AS 39 since the variable interest component contains an underlying
profit that is a non-financial variable specific to one party to the contract. In making this judgment,
management considered that the performance of the Group is driven by a number of different factors many of
which are clearly non-financial in nature, for example the general business risks faced by the entity or
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management actions. Therefore, variable interests under shareholders loans are carried at their amortized
cost.

Impairment of non-financial assets

impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar
assets or observable market prices less incremental costs for disposing of the asset. The value in use calculation
is based on a DCF (Discounted Cash Flow)} model. The cash flows are derived from the budget for the next five
years and do not include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the asset’s performance of the CGU being tested. The recoverable amount is
sensitive to the discount rate used for the DCF mode! as well as the expected future cash-inflows and the
growth rate used for extrapolation purposes. These estimates are most relevant to goodwill and other
intangibles with indefinite useful lives recognised by the Group. The key assumptions used to determine the
recoverable amount for the different CGUs are disclosed and further explained in note 8.

|
|
|

Significant accounting policies

A. Consolidation methods

The companies over which the Group exercises exclusive de jure or de facto control, directly or indirectly, are

: fully consolidated. Companies over which the Group exercises significant influence are accounted for by the
equity method. Significant influence is considered as being exercised when the Group owns between 20% and
50% of the voting rights.

B. Business combinations and loss of control — changes in scope of consolidation

Under IFRS 3 (revised) “Business Combinations” and IAS 27 (revised) “Consolidated and Separate Financial
Statements”, the Group accounts for business combinations and transactions with non-controlling interests by
applying the acquisition method. The acquisition cost is measured at the acquisition date at the fair value of
the consideration transferred, including all contingent consideration. Subsequent changes in contingent
consideration are accounted for either through profit or loss or through other comprehensive income.

Identifiable assets and liabilities acquired are measured at fair value. Fair value measurements must be
completed within one year. The fair value measurements are performed in the currency of the acquirer. In
subsequent years, these fair value adjustments follow the same accounting treatment as the items to which
they relate. Goodwill is the difference between the consideration transferred and the fair value of the
identifiable assets and liabilities assumed at the acquisition date and is recognized as an asset in the
consolidated statement of financial position. Costs related to business combinations are recognized directly as
expenses. When a business combination is achieved in stages, the previously held equity interest is re-
measured at fair value at the acquisition date through profit or loss. The attributable other comprehensive
income, if any, is fully reclassified in operating income.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at the
acquisition date. Contingent consideration classified as an asset or liability that is a financial instrument and
within the scope of IAS 39 Financial Instruments: Recognition and Measurement, is measured at fair value with
changes in fair value recognized either in either profit or loss or as a change to OCI. If the contingent
consideration is not within the scope of IAS 39, it is measured in accordance with the appropriate IFRS.
Contingent consideration that is classified as equity is not re-measured and subsequent settlement is
accounted for within equity.

The loss of control while retaining a residual eguity interest may be analyzed as the disposal of a controlling

interest followed by the acquisition of a non-controlling interest. This process involves, as of the date when
control is lost:
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» The recognition of a gain or loss on disposal, comprising:
o Again or loss resulting from the percentage ownership interest sold ;
o A gain or loss resulting from the re-measurement at fair value of the ownership interest
retained in the entity.
e  The other comprehensive income items are reclassified in the profit or loss resulting from the ownership
interest disposed.

Transactions with non-controlling interests in fully consoclidated companies that do not result in a loss of
control, are accounted for as equity transactions, with no effect on profit or loss or on other comprehensive
income.

The loss of significant interest while retaining a residual interest may be analyzed as the disposal of shares
accounted for by the equity method followed by the acquisition of a financial asset. This process involves, as of
the date of disposal:

» Therecognition of a gain or loss on disposal, comprising:
o Again or loss resulting from the percentage ownership interest sold, and;
o A gain or loss resulting from the re-measurement at fair value of the retained percentage
ownership interest.
e The reclassification in profit of all of the other comprehensive income items.

C. Goodwill
Positive goodwill

Goodwil! is initially measured at cost, being the excess of the aggregate of the consideration transferred and
the amount recognized for non-controlling interests, and any previous interest held, over the net identifiable
assets acquired and liabilities assumed.

In accordance with IFRS 3 (revised) — Business combinations, goodwill is not amortized but is tested for
impairment at least once a year and more frequently if there is any indication that it may be impaired. If the
carrying amount of goodwill exceeds its recoverable amount, an irreversible impairment loss is recognized in
profit.

Negative goodwil

Negative goodwill, representing the excess of the Group’s interest in the net fair value of the identifiable assets
and liabilities acquired at the acquisition date over the cost of the business combination, is recognized
immediately in profit.

D. Foreign currency translation
The presentation currency is the euro.

All the Group entities functional currency is euro except those operating in the U.K. (GBP) and in the U.S. (USD).
The statements of financial position of foreign subsidiaries are translated into euros at the closing exchange
rate, and their income statements are translated at the average rate for the period. Differences arising from
translation are recorded as a separate component of equity and recognized in profit and loss on disposal of the
business. The group did not have any subsidiaries operating in hyperinflationary economies in any of the
periods presented.

E. Non-current assets
Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value at the date of acquisition. Following initial recognition,
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intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses.
internally generated intangibles, excluding capitalized development costs, are not capitalized and the related
expenditure is reflected in profit or loss in the period in which the expenditure is incurred.

Indefinite life intangible assets are composed of goodwill and definite life intangible assets are composed of
trademarks and other intangible assets {(management contract).

Management contracts are considered as having finite useful lives. They are amortized on a straight-line basis
over their useful lives.

Property, plant and equipment

Property, plant and equipment are measured at purchase cost less accumulated depreciation and any
accumulated impairment losses, in accordance with IAS 16 “Property, Plant and Equipment”.
Assets under construction are measured at cost less any accumulated impairment losses.

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives,
determined by the components method, from the date when they are put in service. The main depreciation
periods applied are as follows:

Item Useful life in
years

Building from 35t0 70

Property, plant and equipment 8to12

Fixture, fittings and furniture 4t0 20

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of
the asset. All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the borrowing of funds.

Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value which reflects market conditions at the reporting
date. Gains or losses arising from changes in fair values of investment properties are included in profit or loss in
the period in which they arise, including the corresponding tax effect.

Investment properties are derecognized either when they have been disposed of or when they are
permanently withdrawn from use and no future economic benefit is expected from their disposal. The
difference between the net disposal proceeds and the carrying amount of the asset is recognized in the profit
or loss in the period of de-recognition.

Investment properties held by the Group are properties which are held either to earn rental income or for
capital appreciation or both. investment properties are stated at fair value. Any increase or decrease in the fair
value on annual revaluation is recognized in the income statement in accordance with IAS 40 - Investment
property.

An external independent valuer, having an appropriate recognized professional qualification and recent
experience in the location and category of the property being valued, values the portfolio annuaily. The fair
values are based on market values, being the estimated amount for which a property could be exchanged on
the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties have each acted knowledgeably, prudently and without compulsion.

Description of the valuation techniques used are disclosed in note 11.
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Leases and sales and leaseback transactions
Leases are analyzed based on IAS 17 - Leases.

Leases that transfer substantially all the risks and rewards incidental to ownership of an asset to the lessee are
qualified as finance leases and accounted for as follows:

s Theleased item is recognized as an asset at an amount equal to its fair value or, if lower, the present
value of the minimum lease payments, each determined at the inception of the lease.

e Aliability is recognized for the same amount, under “Finance lease liabilities”.
Minimum lease payments are allocated between interest expense and reduction of the lease liability.
The finance charge is allocated to each period during the lease term so as to prodtce a constant
periodic rate of interest on the remaining balance of the liability.

The asset is depreciated over its useful life, in accordance with Group accounting policy, if there is reasonable
certainty that the Group will obtain ownership of the asset by the end of the lease term; otherwise the asset is
depreciated by the components method over the shorter of the lease term and its useful life. Lease payments
under operating leases are recognized as an expense on a straight-line basis over the lease term. Where sale
and leaseback transactions result in an operating lease and it is clear that the transaction is established at fair
value, any profit or loss is recognized immediately. Fair value for this purpose is generally determined based on
independent valuations.

Recoverable value of assets
In accordance with IAS 36 “Impairment of Assets”, the carrying amounts of property, plant and equipment,
intangible assets and goodwill are reviewed and tested for impairment when there is any indication that they

may be impaired and at least once a year for the following:

*  Assets with an indefinite useful life such as goodwill, brands and lease premiums.
e Intangible assets not yet available for use.

Cash-Generating unit

Impairment tests are performed individually for each asset except when an asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. In this case, it is included in
a cash-generating unit {CGU)} and impairment tests are performed at the level of the cash-generating unit. In
the hotel business, each hotel is treated as a separate CGU. Impairment tests are therefore performed
separately for each individual hotel. Goodwill is tested for impairment at the level of the cash-generating unit
(CGU) to which it belongs.

Methods used to determine recoverable value

Impairment tests consist of comparing the carrying amount of the asset or the CGU with its recoverable value.
The recoverable value of an asset or a CGU is the higher of its fair value less costs to sell and its value in use.
The recoverable amount is determined based on discounted cash-flow methodology using several assumptions
such a discount rates and future net cash-flow projection and terminal value. The projection period is limited to
five years. Cash flows are discounted at a rate corresponding to the year-end weighted average cost of capital.
Separate calculations are performed based on each country / region’s specific characteristics. The projected
long-term rate of revenue growth reflects each country / region’s economic outlook.

impairment loss measurement

If the recoverable amount is less than the carrying amount, an impairment loss is recognized in the income
statement under “Impairment losses”.
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Reversal of an impairment loss

In accordance with IAS 36 “Impairment of Assets”, impairment losses on goodwill as well as on intangible
assets with a finite useful life are irreversible. Losses on property, plant and equipment and on intangible assets
with an indefinite useful life, such as brands, are reversible in the case of a change in estimates used to
determine their recoverable amount.

F. Inventories

Inventories are measured at the lower of cost and net realizable value, in accordance with IAS 2 - Inventories.
Cost is determined by the weighted average cost method.

G. Prepaid expense

Prepaid expense corresponds to expenses paid during the period that relate to subsequent periods.

H. Employee benefits expense

Employee benefits expense includes all amounts paid or payable to employees, including statutory and
discretionary profit-sharing, pension contributions, payroll taxes and the cost of share-based payments.

|, Provisions

In accordance with IAS 37 - Provisions, Contingent Liabilities and Contingent Assets, a provision is recognized
when the Group has a present obligation (legal, contractual or implicit} as a result of a past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation.
Provisions are determined based on the best estimate of the expenditure required to settle the obligation, in
application of certain assumptions. Provisions are discounted when the effect of the time value of money is
material, using a discount rate that reflects current market assessments of the time value of money. The most
commonly applied rates are the prime long-term corporate bond rate or the government bond rate. Provisions
for restructuring costs are recorded when the Group has a detailed formal plan for the restructuring and the
plan’s main features have been announced to those affected by it as of the close of accounts.

1. Pensions and other post-employment benefits

Under defined contribution plans, the Group pays fixed contributions into a separate fund and has no legal or
constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay benefits.
Contributions under these plans are recognized immediately as an expense.

For defined benefit plans, under which the Group has a legal or constructive obligation to provide agreed
benefits to current and future employees in exchange for a given level of service (including multi-employer
plans when the manager is able to provide the necessary information), the Group’s obligations are determined
in accordance with IAS 19 - Employee Benefits. The Group’s obligation is determined by the projected unit
credit method based on actuarial assumptions related to future salary levels, retirement age, mortality, staff
turnover and the discount rate. These assumptions take into account the macro-economic envircnment and
other specific conditions in the various host countries. Pension and other retirement benefit obligations take
into account the market value of plan assets. The amount recognized in the statement of financial position
corresponds to the discounted present value of the defined benefit obligation less the fair value of plan assets.
Any surpluses, corresponding to the excess of the fair value of plan assets over the projected benefit
obligation, are recognized only when they represent the present value of any economic benefits available in
the form of refunds from the plan or reductions in future contributions to the plan. Current service cost, past
service cost, administrative expense, and taxes for the year, and paid contributions and benefits are recognized
in operating expense, whereas net interest on the net defined benefit liability (asset) is recognized in financial
expense (income).

For post-employment benefits, actuarial gains and losses arising from changes in actuarial assumptions and
experience adjustments are recognized immediately in equity. However, actuarial gains and losses on long-
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term benefit obligations towards active employees (such as jubilees, seniority bonuses...}) are recognized
directly in profit or loss in net financial expense.

K. Translation of foreign currency transactions

Foreign currency transactions are recognized and measured in accordance with 1AS 21- Effects of Changes in
Foreign Exchange Rates. As prescribed by this standard, each Group entity translates foreign currency
transactions into its functional currency at the exchange rate on the transaction date. Foreign currency
receivables and payables are translated into euros at the closing exchange rate. Foreign currency financial
liabilities measured at fair value are translated at the exchange rate on the valuation date. Gains and losses
arising from translation are recognized in “Financial income expense”.

L. Income taxes
Income tax expense (or benefit) includes both, current and deferred tax expense (or benefit).

Current taxes on taxable profits for the reporting period and previous periods are recognized as liabilities until
they are paid. in accordance with IAS 12 “Income Taxes”, deferred taxes are recognized on temporary
differences between the carrying amount of assets and liabilities and their tax base by the liability method. This
method consists of adjusting deferred taxes at each period-end, based on the last tax rates {and tax laws) that
have been enacted or substantively enacted. The effects of changes in tax rates {and tax laws} are recognized in
the income statement for the period in which the rate change is announced. A deferred tax is recognized for all
temporary differences, except when it arises from the initial recognition of non-deductible goodwili or the
initial recognition of an asset or liability in a transaction which is not a business combination and which, at the
time of the transaction, affects neither accounting profit nor taxable profit. A deferred tax liability is recognized
for all taxable temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures except when:

s The Group is able to control the timing of the reversal of the temporary difference; and
* ltis probable that the temporary difference will not reverse in the foreseeable future.

A deferred tax asset is recognized for tax loss carry-forwards only when it is probable that the asset will be
recovered in the foreseeable future based on the most recently updated projections. Income taxes are
normally recognized in the income statement. However, when the underlying transaction is recognized in
equity, the related income tax is also recorded in equity. Deferred tax assets of acquired companies that are
not recognized at the time of the business combination or during the measurement period are recognized in
profit or loss without adjusting gooadwill if they arise from a post-acquisition event. In accordance with 1AS 12,
deferred taxes are not discounted.

M. Financial instruments

Financial assets and liabilities are recognized and measured in accordance with 1AS 39 “Financial Instruments,
Recognition and Measurement”, and its amendments. Financial assets and liabilities are recognized in the
statement of financial position when the Group becomes a party to the contractual provisions of the
instrument.

Loans and recelvables

As defined by IAS 39 - Financial instruments, “Loans and receivables” mainly comprise time deposits and loans
to non-consolidated companies. They are initially recognized at fair value and are subsequently measured at
amortized cost at each balance-sheet date. If there is an objective indication of impairment, an impairment loss
is recognized at the balance-sheet date. The impairment loss corresponds to the difference between the
carrying amount and the recoverable amount (i.e. the present value of the expected cash flows discounted
using the original effective interest rate) and is recognized in profit or loss. This loss may be reversed if the
recoverable amount increases in a subsequent period.
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Available For Sale (AFS) financial assets

For AFS financial assets, the Group assesses at each reporting date whether there is objective evidence that an
investment or a group of investments is impaired.

In the case of equity investments classified as AFS, objective evidence would include a significant or prolonged
decline in the fair value of the investment below its cost. ‘Significant’ is evaluated against the original cost of
the investment and ‘prolonged’ against the period in which the fair value has been below its original cost.
When there is evidence of impairment, the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that investment previously recognized
in the statement of profit or loss — is removed from OCI and recognized in the statement of profit or loss.
Impairment losses on equity investments are not reversed through profit or loss; increases in their fair value
after impairment are recognized in OCI.

The determination of what is ‘significant’ or ‘prolonged’ requires judgement. In making this judgement, the
Group evaluates, among other factors, the duration or extent to which the fair value of an investment is less
than its cost.

In the case of debt instruments classified as AFS, the impairment is assessed based on the same criteria as
financial assets carried at amortized cost. However, the amount recorded for impairment is the cumulative loss
measured as the difference between the amortized cost and the current fair value, less any impairment loss on
that investment previously recognized in the statement of profit or loss.

Future interest income continues to be accrued based on the reduced carrying amount of the asset, using the
rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. The
interest income is recorded as part of finance income. If, in a subsequent year, the fair value of a debt
instrument increases and the increase can be objectively related to an event occurring after the impairment
loss was recognized in the statement of profit or loss, the impairment loss is reversed through the statement of
profit or loss.

Held-to-maturity

Held-to-maturity investment are bonds which the Group has the ability and intent to hold until maturity. Held-
to-maturity debt investment s are recorded at amortized cost, adjusted for the amortization or discounts using
the effective interest method.

Derivative financial instruments

Derivative financial instruments such as interest rate swaps or currency swaps/forwards are used solely to
hedge exposures to changes in interest rates and exchange rates. The Group applies hedge accounting.
Therefore, the derivatives are measured at fair value through the other comprehensive income and through
profit and loss, respectively. The fair value of interest rate derivatives is equal to the present value of the
instrument’s future cash flows, discounted at the interest rate for zero-coupon bonds.

Bank Borrowings

Borrowings are measured at amortized cost. Amortized cost is determined by the effective interest method,
taking into account the costs of the issue and any issue or redemption premiums.

N. Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand, and short-term investments in money market
instruments. These instruments have maturities of less than three months and are readily convertible into
known amounts of cash; their exposure to changes in value is minimal.

Q. Fair value

The fair value corresponds to the price that would be received to sell an asset or paid to transfer a liability in an
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orderly transaction between market participants at the measurement date. In accordance with IFRS 13 - Fair
value measurement, the fair value hierarchies have the following levels:

a. Level 1: Fair value measured by reference to quoted prices (unadjusted) in active markets for identical
assets or liabilities;

b. Llevel 2: Fair value measured by reference to inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly {i.e. derived
from prices);

c. Level 3: Fair value measured by reference to inputs for the asset or liability that are not based on
observable data (unobservable inputs).

P. Revenue recognition

In accordance with 1AS 18 “Revenue”, revenue corresponds to the value of goods and services sold in the
ordinary course of business by fully consolidated companies. The Group applies the guidance provided in IAS 18
to determine whether it acts as the principal or an agent in its contractual hotel management relationships. For
the purpose of applying 1AS 18, the Group is considered as acting as the principal when it has exposure to the
significant risks and rewards associated with the rendering of services. In this case, the revenue and related
expenses are reported separately in the income statement. When the above criterion is not met, the Group is
considered as acting as an agent and only the remuneration corresponding to the agency fee is recognized in
revenue. In accordance with IAS 18 “Revenue”, revenue is measured at the fair value of the consideration
received or receivable, net of all discounts and rebates, VAT, other sales taxes and fair value of customer
loyalty programs. Revenue from product sales is recognized when the product is delivered and the significant
risks and rewards of ownership are transferred to the buyer.

Revenue from sales of services is recognized when the service is rendered. Revenue from sales of loyalty
programs is recognized on a straight-line basis over the life of the cards in order to reflect the timing, nature
and value of the benefits provided. When sales of products or services are covered by a customer loyalty
program, the revenue invoiced to the customer is allocated between the product or the service sold and the
award credits given by the third party granting the loyalty points. The consideration allocated to the award
credits, which is measured by reference to the fair value of the points granted, is deferred and recognized as
revenue when the customer redeems the award credits — i.e. when an award is received in exchange for
converting the loyalty points.

Q. Consolidated statement of cash flows

The consolidated statement of cash flows is presented on the same basis as the management reporting
schedules used internally to manage the business. it shows cash flows from operating, investing and financing
activities.

Cash flows from operating activities include:

- Funds from operations, before non-recurring items and after adjustment for changes in deferred
taxes and gains and losses on disposals of assets.

- Cash received and paid on non-recurring transactions.

- Changes in working capital.

Cash flows from investing activities comprise:

- Renovation and maintenance expenditure to maintain in a good state of repair operating assets
held at January 1 of each year.

- Development expenditure, including the fixed assets and working capital of newly consolidated
subsidiaries and additions to fixed assets of existing subsidiaries.

- Development expenditure on non-current assets classified as held for sale.

- Proceeds from disposals of assets.
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Cash flows from financing activities include:

- Changes in equity.
- Changes in debt.
- Dividends.

Note 6: Capital management

The Group’s main capital management objective is to maintain robust capital ratios in order to facilitate
business operations and maximize shareholder value.

Its capital structure is managed and adjusted to keep pace with changes in economic conditions, by adjusting
dividends, returning capital to shareholders or issuing new shares. Capital management objectives, policies and
procedures were unchanged in 2015.

The main indicator used for capital management purposes is the debt-to-equity ratio {equity including
shareholder loans for management purposes). The group does not have ratio on a maximum debt-to-equity
ratio. For the purpose of calculating the ratio, net debt is defined as all short and long term borrowings (except
shareholder loans for management purposes), including derivative financial instruments with negative fair

values and bank overdrafts less cash and cash equivalents, and derivative financial instruments with positive
fair values.

Equity includes the Group’s share of reserves and retained earnings, and unrealized gains and losses recognized
directly in equity, but exclude non-controlling interests.

In thousands of euros 31 December 2015 31 December 2014

Interest-bearing loans and borrowings {refer to note 17) 2824769 1233363
Accrued interests (refer to note 17) 13 875 7132
Derivate financial instruments 25847 21217
Non interest-bearing loans 224 209 198082
Less: cash and short-term deposits (277 976} {162 225)
Net debt 2810724 1297 569
Equity attributable to equity holders of the parent company 1339 041 389 557
Shareholders and third party loans (refer to note 17) 1777942 1157951
Total capital 3116983 1547 508
Capital and net debt 5927 707 2845077
Debt- to - equity ratio (Net debt / Total capital) (%) 90% 84%
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Note 7: Business combinations

The Group has made the following acquisitions during the year 2015:

; L Acquisition. %
Company ’ Assets acquired Date | acdiire d,
o et e s Claridge's, Connaught, Berkeley 24/04/2015 60%
Coroin Ltd via $éléné S.a.r.l hotels S  s/10/2015 £0%
Socfété des Hotels interContinental ‘ : ‘ , 2 e ~
France SAS & BHR Services (France) Intercontinental Paris le Grand Hotel 20/05/2015 - 100%

SAS via Constellation Hotels France
Grand'S.A.
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2015

The fair values of the identifiable assets and liabilities of the 2 acquisitions as at the date of the acquisition

were:
Intercontinental
Coroin Ltd*
Paris le Grand Hotel* TOTAL
in thousand of euros EUR EUR EUR
PPA B/S . PPAB/S PPAB/S

Property, plant and equipment 329 000 1629147 1958 147
Intangible assets 2000 221632 223 632
Deferred tax assets - 6555 6555
Other non-current financial assets 28 792 3216 32008
Non-Current assets 358 792 1860550 2220342
Inventories 157 4738 4 895
Trade and other receivables 25 082 13883 38 965
Tax 1220 - 1220
Cash and cash equivalents 15740 10797 26 537
Current Assets 42199 29418 71617
[ASSETS 401 991 1 889968 2 291 959
Non current interest bearing borrowings 47 859 096 859 143
Deferred tax liabilities 99 485 226 311 325796
Other non current liabilities 734 - 734
Provision 4746 576 5322
Non-Current liabilities 105 012 1085983 1190995
Current interest bearing borrawings 43 568 - 43 568
Provisions 125 - 125
Trade and other payables 19 321 9751 29072
Other current liabilities - 17 517 17517
Current liabilities 63 014 27 268 90 282
LIABILITIES & IMPLIED EQUITY 168 026 1113251 1281277
TOTAL IDENTIFIABLE NET ASSETS AT FAIR VALUE 233 965/ 176 717 1010682
Non controling interests (40%) - 310687 310 687
Goodwill arising on.acquisition 99 267 132552 231 819
Purchase consideration transferred 333.232 598 582 931 814

*The net assets recognized in the consolidated financial statements were based on a provisional assessment of the fair
value of the property, plant, equipment and intangible assets at the acquisition date based on the independent valuation
for the new hotel businesses acquired. The valuation of certain individual assets acquired had not been completed by the
date these consolidated financial statements were approved for issue by the Board of Managers.

Had the acquired subsidiaries been part of the Group during the full year, the revenue would have been
320,961 thousand euros and the loss would have been 17,553 thousand euros.
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On 16 April 2015 and 8 October 2015 respectively, Constellation Hotel Holding Ltd S.C.A. has acquired 60% and
40% respectively of Coroin Limited a company registered in England and Wales with Company Number
05091711 and having its registered office at | Vine Street, Mayfair, London Wl AOH. The 40% stake of Coroin
Limited has been acquired through the subsidiary Séléné S.4 r.l. at 8 October 2015, at same carrying value as of
16 April 2015.

The total amount of 12,052 thousand euro of acquisition costs for Intercontinental Paris le Grand Hotel and
Coroin Ltd has been expensed and recorded in the caption “non-operating expense”.

2014

The fair values of the identifiable assets and liabilities of the 2 acquisitions as at the date of the acquisition
were:

Intercontinental
St. REGISR
ome Barcltay New York TOTAL
in thousand of euros EUR EUR EUR
PPA B/S PPA B/S i PPAB/S

Property, plant and equipment 94 130 245 996 340 126
Intangible assets 18 920 836 19 756
Non-Current assets 113 050 246 832 359 882
Inventories 252 173 425
Current trade and other receivables 2193 2303 4496
Cash and cash equivalents 9599 82 9681
Current Assets 12 044 2558 14 602
ASSETS 125 094 249390 374 484
Non current interest bearing borrowings 51216 - 51216
Non current post employment benefit obligation 1937 - 1937
Deferred tax liabilities 6416 1046 7462
Non-Current liabilities 59 569 1046 60 615
Current trade and other payables 4 242 4926 9168
Current liabilities 4242 4926 9 168
LIABILITIES & IMPLIED EQUITY 63 811 5972 69 783
TOTAL IDENTIFIABLE NET ASSETS AT FAIR VALUE 61 283 243 418 304 702
NEGATIVE GOODWILL - {2 036} {2 036)
Goodwill arising on acquisition (note 8} 6.052 - 6052
Purchase consideration transferred 67 335 241 382 308 717

Had the acquired subsidiaries been part of the Group during the full year, the revenue would have been 21,146
thousand euros and the loss would have heen 9,725 thousand euros.
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The total amount of 4,300 thousand euro of acquisition costs has been expensed and recorded in the caption
“non-operating expense”. These acquisition costs are composed of 2,664 thousand euro for the acquisition of
Westin St. Regis and of 1,988 thousand euro for Intercontinental Barclay New York.

The negative goodwill for an amount of 2,036 thousand euro is stated in non-operating income.

Note 8: Intangible assets

The table below shows the Concessions, patents and licenses, other intangibles and goodwill as at 31

December 2015:
Concessions, patents
in thousand of euro and licenses Other intangibles Goodwill TOTAL
EUR EUR EUR EUR
Opening 2014 234 113 954 482 983 597 181
Subsequent ;
adjustment .to - B (31 605) : (31 605)
purchase price o :
allocation™® v
Acquisition i . 74 19 789 6052 25915
Amortisation P ~ (47} {3570} - - : ‘ (3 617)
Exchange difference e 3 ' 6230 2657 8890
Opening 2015 74 136403 460087 596 764
Acquisition ' 293 215913 239 483 : 455 689
Amortisation (117) (18 944} - (19 061)
Impairment - - (82 159) - {82 159}
Exchange difference , - 4171 1429 . 5600
Net carrying amount 450 337583 618840 956 833
Useful life in years from5to7 from 30to 41 indefinite

The other intangible assets are mainly composed of the management contract concluded for the London hotel
for an amount of 101,913 thousand euros (82,000 thousand GBP), for the Italian hotels for an amount of
35,768 thousand euros and for the US hotel for an amount of 933 thousand euros (1,016 thousand USD).

The other intangibles assets also include the separately identifiable intangibles identified by management and
the valuer for an amount of 199,129 thousand euros, however the purchase price allocation exercise will be
completed in the following year.

For 2015, the goodwill of 239,483 thousand euros the intrinsic value of hotel businesses acquired in United
Kingdom and in Paris which cannot be separately recognized as a result of the purchase price allocation.

For 2014, the goodwill of 6,052 thousand euros comprises the part of the intrinsic value of hotel businesses
acquired in Rome which cannot be separately recognized as a result of the purchase price allocation.

Impairment

The Group performed its annual impairment test in December 2015 and 2014. The Group considers the
relationship between the value of the business and its book value, among other factors, when reviewing for
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indicators of no impairment. As at 31 December 2015, the valuation of the hote! business based on the future
cash flow of the Group was higher to the book value, indicating that there is an impairment.

The fair value of the property plant and equipment valuated by an external valuator lead to an impairment of
an amount of 82,159 thousand euro for the year ended 31 December 2015 on Constellation Hotel Italy and on
Constellation Hotel France SAS {refer to note 26)

The recoverable amount as at 31 December 2015 was determined at the level of the CGU. The CGU were
determined as an individual hotel business. In determining value in use for the CGU, the cash flows were
discounted at a rate between 4.4% to 8.3%.

Key assumption used in value in use calculation
- Operating result
- Discount rate
- Infiation rate

*Subsequent adjustment to purchase price allocation

Following a new valuation report for the year 2014, which became available during the course of 2015, the
purchase price allocation for the Constellation Hotel France has been revised. As permitted by IFRS 3 “Business
combinations” the adjustment has been recorded in the consolidated financial statements 2014 and had a
corresponding impact on the goodwill that was initially recorded in 2013 and 2012 following the preliminary
purchase price allocation.
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Note 9: Property, plant and equipment
Plant, Construction in
in thousand of euro Land Building machinery and Total
. progress
equipment

Cost or valuation
01 January 2014 320084 498 171 76 731 : . 894 986
Sulbsequent 'adjustment to purchase . 48700 S : L 48200
price allocation* Sl K
Acquisition 149 988 198823 12436 19583 380830
Exchange rate difference 25744 22271 2096 . (535F . ‘49576
31 December 2014 495 816 767465 91 263 . 19:048 1373 592
Additions . 140387 18385 47 158819
Acquisition of a subsidiary 1190108 663671 294503 S 2185282
Disposal . (357 {1304} e {1661)
Exchange rate difference 19075 ¢ 20497 : (601§ 13932 42903
31 December 2015 1704999 1591 663 399:246 o 23027 - 3718935

Depreciation and impairment
01 January 2014 - 14 793 14 568 “ 29 361
Subsequent adjustment to purchase

price allocation™ N L 83p § : : . : . i 83 0
Depreciation charge for the year - 19508 9001 ) « 28 509
Exchange rate difference - 297 302 : 4 569
31 December 2014 . 36428 23871 . 60.299
Depreciation acquired - 70468 116-667} . - 187135
Depreciation charge for the year - 35028 27 100 ) ) : 62128
Exchange rate difference - 349 (692} 4 ‘ {343)
31 December 2015 - 142273 166 946 » - 309 219
Net book value

31 December 2014 495 816 731037 67392 19.048 1313293
31 December 2015 1704999 1449 390 232 300 23027 3409 716

*Subsequent adjustment to purchase price allocation

Following a new valuation report for the year 2014, which became available in the course of 2015, the
purchase price allocation for the Constellation Hotels France S.A.S. has been revised. As permitted by IFRS 3
“Business combinations” the adjustment has been recorded in the consolidated financial statements 2014 and
had a corresponding impact on the goodwill that was initially recorded in 2013 and 2012 following the
preliminary purchase price allocation.

Acquisitions

Please refer to Note 7 “Business combination” that discloses the acquisitions made by the Group during 2014
and 2015 and the resuiting additions to the property, plant and equipment.
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Note 10: Operating leases — Group as Lessor

Fleet Street Investments [l Limited is the beneficial owner of an investment property Peterborough Court, 133
Fleet Street, London EC4 and 131, 132, 134 to 139 (inclusive) and 141 Fleet Street and Daniel House, 140 Fleet
Street, London EC4. The “tandlord” of the property under the lease agreements and deeds of variation includes
Peterborough Court (Nominees) | Limited and Peterborough Court (Nominees) ll Limited which are successors
in title to LDT Partners. Peterborough Court {Nominees) | Limited and Peterborough Court (Nominees) i
Limited are wholly owned and controlied by Fleet Street Investments Il Limited.

On April 2005, LDT Partners (“Landlord”) entered into a deed of variation with Goldman Sachs International for
the lease of the property to Goldman Sachs International (“Tenant”) with the Goldman Sachs Group Inc., as
guarantor to the lease. The lease expires on 20 June 2026 with no option to extend. However, there is an early
termination option available to the tenant; to end the lease contract on 29 September 2021 by giving twelve
months’ notice.

The four supermarket deals in Greece were based on guaranteed sale and leaseback basis with Carrefour for
ten years.

The Greek entities are in conflict with their tenants and a juridical procedure to evict the tenants is in course as
of the date of the signature of these consolidated financial statements. Due to the non-payment of the lease
rent, there is an impact on the valuation of the properties. This impact is reflected by an unrealized fair value
loss of 16,620 thousand euros recognized during the year.

Future minimum rentals receivable/payable under the operating lease(s) are as follows:

in thausands of euros 31 December 2015 31 December 2014
Within 1 year 24 482 34 036
After 1 year, but no more than 5 years 97 927 135 543
More than 5 years 11470 38576
Total lease at end of period 133 879 208 155
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Note 11: Investment properties
%
|
In thousands of euros 31 December 2015 31 December 2014
Opening balance 988 281 349950
Forex exchange gain ‘ ‘ 81 860 © 65601
Acquisition of property ' “ ; 564 520
Capital expenditure : 31 67% ‘ e
Fair value gain recognized during the year ’ 25177 8210
Total 1126989 ' 988 281

The capex is composed of the conversion of One Wall Street building for an amount of 31,671 thousand Euro.
The Group’s investment properties consist of 6 properties in UK, USA and Europe. The Group determines that
the investment properties consist of following sub classes of assets based on the nature, characteristic and risk
of each property.

* office

¢ retail/mixed use

Description of location, type and size of the investment properties:

Country Companies Location Type Size
Fleet Street office 34,423
United Kingdom  Investments | Limited  Fleet Street, London  property sqm.
retail 14,856
Greece Helens RE | Alimos, Attica commercial sqm
Tombazi Street, retail 19,811
Greece Helens RE 1| Thessaloniki commercial sqm
Ifigeneias Street, retail 8,728
Greece Helens RE (Il Attica commercial sgm
Municipality of
Pavios Melas, retail 20,603
Greece Helens RE IV Thessaloniki commercial sgqm
United States of  Constellation OWS Wall Street one, office 95,624
America Properties, Inc. New York property retail  sqm

As at 31 December 2015 and 2014, the fair value of the properties is based on valuations performed by
accredited independent Real Estate Appraisers who are specialist in valuing these types of investment
properties. A valuation model is in accordance with the recommendation of the Royal Institute of Chartered
Surveyors (RICS). As set out in Note 5, in arriving at the estimates of the market value, the valuers have not
only relied on historical transactional comparable but also used their market knowledge and professional
judgment to arrive at such values.
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31 December 2015 31 December 2014
in thousands of euros
Rental income derived from investment
i 44 264 40 155
properties .
Direct operating expenses (including repair and
ect operating expenses (including rep (1 629) (1703)
maintenance) generating rental income :
Profit arising from investment properties g
& prop 42635 38 452

carried at fair value

Peterborough House and Daniel House property and One Wall Street are held as fixed security for the bank
loan. (refer to Note 17).

Fair value hierarchy for investment properties are in note 20.

Reconciliation of fair value:
Retail/mixed use

In thousands of euros Office properties properties TOTAL

As at 1 January 2014 349 950 . 349950
Foreign exchange gain/(losses) ' ) . 2350% 42 IGQ 65.601
Acquisition of subsidiaries S : B : 564 520 564 520
Capital expenditures - LA -
Revaluation gain recognized in profit or loss 15754 (7 544} 8210
As at 31 December 2014 389 205 599.076 ) 988 281
Foreign exchange gain/(losses) ) 23438 58422 81 860
Capital expenditures ‘ 3167t : 31671
Revaluation gain recognized in profit or loss 7 440 17737 ' 25177
As at 31 December 2015 : 420083 706906 1126 989
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Description of valuation techniques used and key inputs to valuation on investment properties:

Companies Property appraiser Valuation technique(s) Significant assumptions 2015 014

Fleet Street Investments |

Limited Cushman & Traditional rent and yield Estimated rental value (Market rent} per sqm. EUR60.34 EUR73.71
Wakefield approach Net initial yield on contracted income 5.63% 5.75%
5.72% (nominal)
Equivalent yield 5.25%
5.67% (true)
Reversionary yield {Sep. 2021) 5.67% 5.63%
Cons(ell_a!ion ows Cushman & ]r)ni:i:z;!(igrcra:shldf:z:ial Estimated rental value (Market rent) per sqm. FUR 82.74(for residential} £UR 68,98
Properties, inc. rental component) EUR 76.61 {for flex space)
Wakefield Condominium sellout Growth in Market Rental Rate 3.50% 3.50%
analysis {for rasidential Expense Growth Rate 3.50% 3.50%
and retail condominium) Vacancy/Credit Loss
Residential 3.00% 3.00%
QOther Sources 5.00% 3.00%
Discount Rate {IRR) 5.50% 5.50%
EUR 12 (for hypermarket's
Helens RE | Savills :::ﬁzgted cash flow Estimated rental value (Market rent} per sqm. ﬁ{f;g‘?f:?cr‘vzlzzanine EUR 65.88
hypermarket}
Net initia yield on contracted income 19.38% 16.54%
Nominal equivalent yield 12.99% 10.76%
True equivalent yield 15.63% 12.63%
Reversionary yield {Sep. 2021) 21.83% 18.91%

Discounted cash flow EUR 9.5 {for hypermarket's
Helens RE I Savills Estimated rental value (Market rent) per sam. ground flaor) EUR 34.9
method
EUR 3.5 {for basement}

Net initial yield on contracted income 19.38% 16.88%
Nominal equivalent yield 12.99% 11.26%
True equivalent yield 15.63% 13.24%
Reversionary yield (Sep. 2021} 21.83% 19.30%

Discaunted cash flow EUR 11 {for retail areas)
Helens RE it Savills methad Estimated rental value {Market rent} per sam. EUR 6 {for office areas) EUR 50.57
EUR 4 {for storage areas)

Net initial yield an contracted income 19.38% 16.71%
Nominal equivalent yletd 12.99% 11.01%
True equivalent yield 15.63% 12.94%
Reversionary yield {Sep. 2021} 21.83% 19.30%
. EUR 8 {for hypermarket)
h i
Helens RE IV Savills Discounted cash low Estimated rental value {Market rent} per sqm. EUR 4.5 (for office areas) EUR 45.75

method EUR 3 {for storage areas)

Net initial yield on contracted income 19.38% 17.05%
Nominal equivalent yietd 12.99% 11.51%
True squivatent yield 15.63% 13.55%
Reversionary yield {Sep. 2021} 21.83% 19.30%
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Using the DCF method, fair value is estimated using assumption regarding the benefits and liabilities of
ownership over the asset’s life including an exit or terminal value. This method involves the projection of a
series of cash flows on real property interest. To this projected cash flow series, a market derived discount rate
is applied to establish the present value of the income stream associated with the asset. The exit yield is
normally separately determined and differs from the discount rate.

Significant increase (decreases) in estimated rental value would result in a significant higher {lower) fair value
of the property.

Generally, a change in assumption made for the estimated rental value is accompanied by a directionally
similar change in the rent growth per annum and discount rate (and exit yield).

Note 12: Other non-current financial assets

12.a Held to maturity investment

In thousands of euros 31 December 2015 31 December 2014
Investment in bonds 268 657 -
Total financial assets held to maturity 268 657 -

The loan notes for an amount of 217,966 thousand euro (237,300 thousand USD) are receivable from IHG with
an expected repayment when HG divest and with a variable interest rate of 1.83%.
During the year 2015, CHH Finance S.A., a subsidiary of the Company, invested in bonds issued by a French
Group named LOV Group for a total initial consideration of 270,707 thousand euro with a maturity date in
2022. The investment consists in four different notes, namely:
66,837 Senior Tranche A Notes LOV HOTEL COLLECTION for a total amount of 66,837 thousand euro;
24,863 Senior Tranche B Notes LOV HOTEL COLLECTION for a total amount of 24,863 thousand euro;
90,231 Mezzanine Notes FINANCIERE LOV for a total amount of 90,231 thousand euro;

e 88,776 Mezzanine Notes LOV HOTEL COLLECTION for a total amount of 88,776 thousand euro.
As of 31 December 2015, an amortization of the Senior Tranche A notes LOV HOTEL COLLECTION amounting to
2,050 thousand euro was booked, thus leaving a net amount of the complete investment of 268,657 thousand
euro.

In 2016, the bonds loan has been reimbursed for a total amount of 4,050 thousand euro.

An impairment test was performed on these bonds and lead that there is no sign of impairment.

Based on a discounted cash flow calculation, the fair value of the bonds amounts to 345,673 thousand euro.
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12.b Loans and receivable
In thousands of euros 31 December 2015 31 December 2014
Loan notes 217 966 ..178.622
| Escrow account 2550 20000
| Loan to pacific Aviation Limited ‘ ~ 1888 -
| Smallwell Properties Limited 6 054 ' -
Ostan dubh Linn Teoranta Limited 6008 .
Loan to Patrick Mc Killen* . 37 656 . -
Other ; 3592 ; 2716
Total other non-current assets 275714 - 201338

* Patrick Mc Killen is the former shareholder of Coroin Ltd.

Following the acquisition of Séléné Sarl, the Group has acquired also the loans bearing interests of 3% to the
Irish companies for an amount of 13,950 thousand euros and Patrick Mc Killen for an amount of 37,656
thousand euros.

Note 13: Trade and other receivables

The trade and other receivable can be detailed as follow:

In thousands of euros 31 December 2015 31 December 2014
Trade receivable 40000 12 835
Impairment of trade and other receivable {10 435} - {437)
Total trade and other receivable (net) 29 565 12398

Past-dues for the year ended 2015 can be detailed as follow:

Neither past

due nor
Total impaired <30 dd* 30-60 dd* 61-90 dd* 91-120 dd* >120 dd*
EUR EUR EUR EUR EUR EUR EUR
29 565 13325 1121 2495 1659 5006 5959

*dd: due day
Variation of the impairment on trade receivable:

In thousands of euros Individually impaired Collectively impaired Total
1 January 2014 33 287 320
Charge for the year 635 27 662
Utilized - {249) (249}
Unused amounts reversed {281) (15) (296)
31 December 2014 387 50 437
Charge for the year 10191 5 10196
Utilized (186) - (16)
Unused amounts reversed {182) - (182)
31 December 2015 10380 55 10435
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From April 2015, the single tenant Marinopoulos S.A. of the four Carrefour hypermarkets owned by Helens RE |
Commercial Investments, Helens RE | Commercial Investments, Helens RE Ill Commercial Investments, and
Helens RE IV Commercial Investments {four undertakings of Helens RE S.A., a subsidiary of the Company),
started experiencing financial difficulties and have not paid the contractual rent in full. This could potentially
have an impact on the recoverability of the future rent, the ability of the Marinopoulos S.A. to fulfil its
obligations under the purchase request right and thus the future valuation of the properties. Management is
currently evaluating the situation and pursuing legal remedies to address this matter.

An impairment loss amounting to 10,052 thousand euro was estimated regarding the above.

Note 14: Other current assets

In thousands of euros 31 December 2015 31 December 2014
Recel.vable from Hyatt International (guarantee 12770 7542
margin)

Ultimate shareholders advance 340623 -
VAT and other tax 11333 10 310
interest on bonds {refer to note 12) 8502 -
Prepayment for the hatel business 6 745 4590
Prepaid income (investment property) 6297 2
Other 11 070 6007
Total trade and other receivable 397 340 28 451

Prepayment for the investment property is mainly composed of the prepaid by Fleet Street for an amount
5,576 thousand Euro (4,092 thousand GBP) related to prepayment of interests on loan and on swap, and of

borrowings.

The Group has received a guarantee from Hyatt related to the hotel in France for a total of 7 year in order to

guarantee the percentage of occupation.

Note 15: Cash and cash equivalents

In thousands of euros

31 December 2015

31 December 2014

Cash at banks and on hand 250 235 154 582
Restricted cash 27741 7 643
Total cash and cash equivalents 277 976 162 225

The restricted cash are located in USA (Constellation Barclay US, LLC and Constelfation OWS Corporation Inc.)
for a total amount of 30,201 thousand USD in 2015 and 9,290 thousand USD in 2014. This cash has been

restricted for insurance and taxes reserves.

The cash flow is presented excluding the restricted cash.

43



Document émis électroniquement

Constellation Hotels Holding Ltd $.C.A. - C j Financial and Notes
31 Decernber 2015

Note 16: Issued capital and reserves

A) issued share capital

31 December 2015 31 December 2014
Issued shares of 100 € each 1,660,310 shares - 1,660,310 shares
Issued capital - (in thousand euros) S - 166031 o 166 031
On 26 March 2012 (incorporation date} the Company issued capital for an amount of 31 thousand euro
represented by 310 shares with a par value of 100 euro each. The initial share capital was fully subscribed and

paid in. On 21 December 2012, the Company increased its share capital by an amount of 400,000 thousand
euro by issuing 4,000 thousand new shares with a par value of 100 euro each, having the same rights and
privileges as the existing shares. All these new shares have been subscribed and fully paid up.

On 31 December 2013, the Company decreased its share capital by an amount of 234,000 thousand euro by
cancelling 2,340 thousand shares and reimbursed an amount of 234,000 thousand euro to the shareholders.
Also at the date the Company was transformed from a Société Anonyme to a Société en Commandite par
Actions with twao classes of ordinary shares (A and B). The rights attached to the classes of shares are similar.

On 31 December 2013, the authorized and issued share capital amounts to 166,031 thousand euro represented
by 830,154 Ordinary A shares, 830,154 Ordinary B shares and 2 unlimited shares with a nominal value of 100
euro each. The unlimited shares are held by the General Partner of the company. The number of authorised
and issued shares moved from 4,031,000 shares as at 31 December 2012 to 1,660,310 shares as at 31
December 2013 as described above.

During the year 2014 and 2015, no changes incurred in respect to the Company’s share Capital.

B) Capital contribution without issue of shares
During the year 2015, the shareholders of the Group decided to make several capital contributions in order to
finance the different projects of the Group. As at 31 December 2015 the capital contributions amount to 1,284
million of euro.

C) Legal reserve

The Company is required to allocate a minimum of 5% of its annual net income to a legal reserve, until this
reserve equals 10% of the subscribed share capital. This reserve may not be distributed for an amount 676

thousand euros.

D) Otherreserves
The other reserves of the group are composed of:
o Reserves for employee benefit plans

o Hedge accounting reserve
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Note 17: Interest bearing loans and borrowings
Contractual interest . Neminal value in Accrued interests as at
in thousands of euras rate Maturity Currency original currency 31 Decomber 2015 2015 2014
Shareholders and third parties
leans - non current
Regis [nyestment S.A. . | 31/1%2023 EUR 117 000 23344 117000 117000
Piohear Hofding S.A. : * 33/12/2023 EUR 117.000 : . . 117000
Regis fvestmeant ;4. : * 23/87/2023 aep 64420 592 68154 64220
Pioniger Holding S.4: € - 23/07/2022 @np Tg6248 ¢ ; : 56 298
Regis Investment:S. & 3% 01/05/2018 Gas 139106 : 147 239; 130885
Pionear Holding:S:A. . 3% o1/0s/2018 . [e1: 1 139106 - B 130885
Regls fvestiment 5.4, ' 7.04%- marginy 16/0%/2024 EUR 58 000 7283 5000 S8 g0d
Pionaer Holdings‘ﬂc, 104%- margf 26/02/2024 EUR 58000 i - . 38000
Regis fnvestment S.4. . 9:00%- margin 29/09/1014 uso 31804 3500 . 31804 28489
Pionéer Holdifig S, 9.00%- margin 29/09/2014 usp 31904 ; ‘ . 28489
Regis Investrment .. ) M T 36/05/2023 : EUR 63500 1705 63 500 -
Pioneer Holdig 5.4, M 26/05/2023 EUR 63500 ; : L -
Regls Investment S8, 275 - margin 30/06/2025 EUR 25773 = 25738 ’ -
Prime Capital A, B 2.75% - margi 30/06/2025 SUR - 25773 . ‘ . 25738
Regls invastment SiA, - . 3.00% - margin 30706/2025 - EUR 236% oo o 378 z39% -
Pritne Capital 5.4, 3,00% - thargin 30/06/2025 £UR 2361 LT s 2495 .
Regis investment S.A. ’ 3.00% -« margin 30/06/2025 L GBR 159960 : 2338 X 166756 i
Prime Cavital S.A. " 3.00% - margin 20/06/2025 GBP 159 960 2338 160 756 .
Prime Capital S.4, e * /iy EUR - 137 000 - 23944 117000 -
Prirnie Capital §.4. |/ 23/07/2022 . (5] 53834 585 . 59834 B
Prime Capltal §.5." 3% 01/05/2018 [: 139106 . 147231 -
Prime Capitat S.A; 7.04%- friargin 26/02/2024 e EUR ’ S5800% ) 71283 58000 -
Pritge Capital S.A. 9.00%- margin < 29/09/2044 uso 31804 . 3500 | 31804 . B
Brimia Capital S.A, * 26/05/2023 EUR 63500 1705 63.9500 -
mtefcontinental Hotels Corpérate ’ N& Ty [(h] 240748 . 224 209 198082
78467 1565145 587 348
Bank foans- non current
. floating rate of GRE
toani . tibor+ applicable 05/07/2017 Gae 159 719 1526 - 201313 © 203748
margin - : )
Lz d:mohth Eurloor ¢ 0/06/2020 “EUR 350000 - 128.436 344436
applicable margin ! .
Loan 3 ©o o Bomontn Buribor ¢ 30/06/2020 EUR 65000 : 62418
applicdhle matgin N
Loa & st + apgicsble 31/03/201 uso 43000 . Cagder -
. margin k
Loan's uribor + a“"""f;:::z 1Hosja022 &uR 142474 17 142474 .
taan 6 ' Fixed rate 17/10/2023 . Gee 800 000 6775 1082544 s
* i) . ) . : .
Laan? S:manth Surlror 30/09/2019 SUR 53000 259 $1406 51247
applicable margin . .
Loan8 Unar + appicable 31/03/2017 Uso 185 0oa . 162 761 131829
margin
toang ‘ S:manth Lbor ¢ 29/62/2016 U6 450000 1062 - 118476
appilcable:margin .
Loan 10 3%+ floating "°'i:,":; 1My 2018 Gop 110000 1592 247214 242 136
Loan 1t 3:month Euribor + 05/20/2020 U 138 000 000 . 138000 -
applicable margin
13875 2456 063 1351872
TOTAL 93342 4021208 21339220
In thousands of euras 2015 2014
Interest-bearing loans and barrowings - non current
Interest-bearing foans and borrowings 4021 208 2339 220
Accrued interests capitalised on the loan 79467 44 967
Tatal non-current interest-bearing loans and borrowlngs 4100675 2384 187
interest-bearing loans and borrowings - current
Cusrent portion of PIGNEER HOLDING S.A. loan - 99 067
Current partion of REGIS INVESTMENT S.A. loan 46 185 26589
Current partion of PRIME CAPITAL S.A. loan 87 145 .
Accrued interests on banks loans 13875 7132
Ultimate shareho!ders 2630 -
Current partion of bank loan 455 155 77 819
Bank overdraft 1800 1754
Total of current borrowings 606 790 212341
Total interest-hearing loans and barrowings 4707 466 2596 528

* 1% ¢+ variable based on the performance of the Company
**Quring 2014 the board of directors decided not 1o exercise the vption to extend the maturity date and, as a cesult, the loan are vayable in 2015,

***0pon agreement between (ntercontinental Hotels Corpoaration and Constellation Hotels Holding S.C.A.
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The comparative figures for the year ended December 31, 2014, have been reclassified in order to ensure the
comparability between the two exercises. For a better view of the reader, an amount of 7,132 thousand euros
has been reclassified from non-current interest-bearing loans and borrowings to current interests-bearing
loans and borrowings. This reclassification corresponds to the accrued interests on banks loans.

The Group has bank loan with a Bank for an amount of 420 474 thousand euros with an initial maturity date as
of January 29, 2016 and bearing interest rate of 3 month Libor + applicable margin. The maturity was extended
to Aprit 27, 2017.

The fair value of the borrowing approximate the carrying amount.

The Group has bank overdraft classified in short term loan for an amount of 1,800 thousand euro at a
Luxembourg bank and is repayable on demand (2014: 1,754 thousand euro}.

The Company and its subsidiary, CHH Finance S.A., respectively pledged the former’s subscribed shares of the
latter amounting to EUR 31,000 and the latter’s bank account as well as fiducie-streté over its subscribed Notes
(refer to note 12), in favour of Bank in its capacity as lender. {refer to loan 5)

Fleet Street | Investments Ltd pledged its shares in Fleet Street Investments Il Limited as a guarantee to the
bank loan taken by the latter. (refer to loan 1)

Pursuant to a share pledge agreement all the shares issued by Constellation Hotels France SAS are pledged in
favour of the banks. (refer to loan 2)

Constellation Hotels France SAS entered into a conventional mortgage for an amount of 275,000 thousand euro
in favour of bank and for an amount of 110,000 thousand euro in favour of another bank in their capacity as
lenders. Extreme effective date is 31 January 2021. {refer to loan 2)

Constellation Hotels France SAS entered into a conventional mortgage for an amount of 27,500 thousand euro
in favour of bank and for an amount of 11,000 thousand euro in favour of another bank in their capacity as
hedging bank. Extreme effective date is 31 January 2021. (refer to loan 2)

Constellation Hotels France SAS entered into a conventional mortgage (as security) for an amount of 14,850
thousand euro in favour of bank and for an amount of 5,940 thousand euro in favour of another bank. Extreme
effective date is 31 January 2021. (refer to loan 2}

Further, Constellation Hotels France SAS entered into a complementary mortgage as security for the payment
of the interest due under the Facility. (refer to loan 2)

Constellation Hotels France SAS entered as well into a first ranking pledge of the business in favour of bank in
its capacity as lender, as agent and as hedging bank and in favour of another bank in its capacity as lender and
as hedging bank. (refer to loan 2)

Constellation Hotels France SAS pledged all its bank accounts and receivables and assigned the professional
receivables as a security. {refer to loan 2)

CU.GI.ML. SpA renegotiated its Facility with several banks for a total amount of 70,000 thousand euro. This loan
is secured by means of a mortgage on the owned property and by pledging 100% of the shares in favour of the
Lenders. (refer to loan 3)

One of two undertakings of Constellation Hotels France Grand S.A., Société des Hétels InterContinental France
(SHIF) SAS, pledged all of its issued shares in favour of bank in its capacity as lender. The pledged issued share
capital of SHIF amounts to EUR 115,110,892. {refer to loan 11}
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Pursuant to a share pledge agreement dated 1 May 2013, Constellation Hotels Holding pledged in favour of a
bank, London Branch all the present and future rights, titles, interests and benefits in to and under the Shares
and Distributions (i.e. all rights, titles, interests and benefits of Constellation Hotels Holding in respect of any
dividend, bonus shares or any type of distribution, return or right in respect of any of the shares of
Constellation Hotel UK S.A. (whether by way of bonus, conversion, disposition, exchange, option, preference,
redemption, sale substitution or otherwise). (refer to loan 10}

Pursuant to a share pledge agreement dated 1 May 2013, Constellation Hotels Holding and Constellation Hotel
UK S.A. pledged in favour of a bank, London Branch all the present and future rights, titles, interests and
benefits in to and under the Shares and Distributions (i.e. all rights, titles, interests and benefits of
Constellation Hotels Holding in respect of any dividend, bonus shares or any type of distribution, return or right
in respect of any of the shares of Constellation Hotel (OpCo) UK S.A. (whether by way of bonus, conversion,
disposition, exchange, option, preference, redemption, sale substitution or otherwise). (refer to loan 10)

Pursuant to a receivables pledge agreement dated 1 May 2013, Consteliation Hotel UK S.A. pledged in favour of
a bank, all the present and future claims it has or will have against Constelfation Hotel {OpCo} UK S.A. under the
Intercompany Loan Agreements, including, for the avoidance of doubt, all income deriving there from,
payments made or to be made in respect thereof, interest thereon, proceeds thereof and rights, title and
benefits in relation thereto. (refer to loan 10)

Pursuant to a receivables pledge agreement dated 1 May 2013, Constellation Hotel {OpCo} UK S.A. pledged in
favour of a bank, all the present and future claims it has or will have against Constellation Hotel UK S.A. under
the Intercompany Loan Agreements, including, for the avoidance of doubt, all income deriving there from,
payments made or to be made in respect thereof, interest thereon, proceeds thereof and rights, title and
benefits in relation thereto. (refer to loan 10)

Pursuant to a receivables pledge agreement dated 1 May 2013, Constellation Hotels Holding pledged in favour
of a bank, all the present and future claims it has or will have against Constellation Hotel UK S.A. and
Constellation Hotel (OpCo) UK S.A. under the intercompany Loan Agreements, including, for the avoidance of
doubt, all income deriving there from, payments made or to be made in respect thereof, interest thereon,
proceeds thereof and rights, title and benefits in relation thereto. {refer to loan 10)

Pursuant to the Term Loan and Security Agreement dated 31 March 2014, the indirect undertaking of
Constellation Barclay UK Limited i.e. 111 East 48th Street Holdings, LLC (Delaware, USA) pledged in favour of a
bank, as collateral, all right, title, and interest of pledger in and to the followings: (i) Interest Rate Cap
Agreement, (i} all payments, distributions, disbursements due to be delivered to pledger in relation to Interest
Rate Cap Agreement, (iii) all pledgers’ claims, rights, powers, privileges, authority, options, security interests,
liens and remedies, if any, under Interest Rate Cap Agreement, including all accessions and addition to,
replacements, products and proceeds of any of the foregoing. (refer to loan 8)
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Note 18: Derivative financial instruments

The derivatives financial instrument can be described as follow:

i
!
!
i

Fair value at Impact on 31/12/2015 Impact an 31/12/2014
In thausands of euros EUR EUR EUR
% loan valus

Bank covered  gurrency :‘:’1’::"‘ oA gvdaste  Enddate Swap up2200s 31/12/2018 :::""“"“"‘ Equity(0ci)  Profit o foss Equity (OCH fv‘;"’l‘:"::,“:"‘
Intesest eate swap t. 100% £uR 53000 G0C 20/10/20%¢  30/09/2019 185 16671 {3781 (289} (233} {56} 3781 -
Interasteate swap 7 100% GHEP: 1S 718771 23/05/203% 05/G7/2007 RS {2092t 12 700% 08 # 808 ~ 2218y
Interest rale cap X 100% EUR 350 0K 00D, 30/04/2013  30/01/2015 1AC - - B . - {38427 <
Interest Fite swap 3 10a% EUR 189000 000 31/01/2093  31/91/201G RS {9002} {9795} 793 1286 {489 -
Interest rataswap 4. 160% . EUR J: 1/01/1020. RS (3155} - {31850 N {3155}
Ingerast rate swap S t6ré EUR 116000 B0 10/04/1013  31/01/2020 IRS 5 525} {0128 487 188 {3025
Interestrate SWap 6 - 100%. EUR 116000 000 9H/01/2015  35/01/20200 RS {19361 < (1936} - {1936}
Intereslrateswap T r 100% EUR 45000000 30/04/2013 31/01/2020 RS {2443 {23301 B 199 EC {17
Interest rats iwan & ) 100% EUR 45 060 000 01/01/2015 31/03/2028 (RS {751} v (303 + {751}
Intarestrate swap 3 3% EUR 138 000,000 172015 05£20/2020 RS {208} - 1288} - {248}
Intergst edte swag 1¢ BR EUR’ 138 000 000 13/47/101S 05/10/202¢ RS {288} i {288} 268 - .
Liabillties 25 247] 2117y {4 530) 2147 {6777} {14210} (21218}
terestrate i Ni& EUR 107 Q04 000 23/04/2013 23/01/1018 e }76 - {ads) - (686} - -
interest ratecap 3 A EUR. 440 000 00G 23/04/2043 23/01/2018 IRC 481 - {28793 - (2879 ¢
Assets €57 - {3569) - {3 565)
Taves . . 27 . B . 4867
Net {25 190) {zran {8195) 2147 {10342) {14 210) 2218)
The derivative financial instruments assets are included in other non-current assets.
Gain and loss on derivative

31/12/2015
in thousands of euros EUR
Fair value at the beginning of the year {21217}
Fair value at the end of the year without taxes {25 190)
Exchange difference 178
Total (losses) on derivative financial instruments for the year (3 795)
Total (losses) an derivative financial instruments acquiried (4 400}
Total (losses) on derivative financial instruments (8 195)

Use of the derivatives

The Group uses an interest rate swap to manage its interest rate risk exposure. The Group’s principal objective
in holding or issuing derivatives is to manage interests rate risk related to its liabilities. The operations of the
Group are subject to the risk of interest rate risk fluctuations of the loan entered into with the Bank in 2013,

Cash flow hedge
The fair value adjustment is net of tax in the OCI for an amount of 2,147 thousand euro.

As at 31 December 2015, the Group has entered into a swap agreement with a European bank (the "Swap
Counterparty") to effectively swap the variable rate on its bank loan for a fixed rate of 1.435% per annum on 21
May 2012. The Group receives interest from the Swap Counterparty at a variable rate of 3-month GBP Libor-
cap. The swap terminates on 05 July 2017 which matches the maturity of the bank loan the Company entered
into with a European bank.

The variation of the fair value of the interest rate swap of 6,026 thousand euro has been recognised in financial
cost and offset with a similar gain on the bank borrowings.
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31 December 2014

Accrued construction cost 9026 7 345
Operating provision for hotel business 10 144 12720
Accrued severance 5338 4 380
Retention payable 968 1529
Accrued salaries & wages 31394 16 456
Taxes excluding income tax 24 448 14 067
Prepayments from tenants 7815 5252
Tenant payables and deposits 4624 -
Other payables to third parties 8245 . =
Other accrued expenses 7 160 5223
Total other current payabies 109 162 66 972

The other payable to third parties is mainly composed of the loan to Col Investment the former shareholder of
Séléné S.ar.l. for an amount of EUR 5,576.

Note 20: Financial instruments

The Group’s principal financial liabilities, other than derivatives, comprise loans and borrowings, trade and
other payables. The main purpose of these financial liabilities is to finance the Group’s operations and to
provide guarantees to support its operations. The Group’s principal financial assets include loans, trade and
other receivables, and cash and short-term deposits that derive directly from its operations.

The Group is exposed to market risk, credit risk and liquidity risk. The Group’s senior management oversees the
management of these risks. The Board of Directors reviews and agrees policies for managing each of these
risks, which are summarized below.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprise three types of risk: interest rate risk, currency risk and other
price risk, such as equity price risk and commodity risk. Financial instruments affected by market risk include
loans and borrowings, deposits and derivative financial instruments.

The sensitivity analyses in the following sections relate to the position as at 31 December in 2015 and 2014.

The sensitivity analyses have been prepared on the basis that the amount of net debt, the ratio of fixed to
floating interest rates of the debt and derivatives and the proportion of financial instruments in foreign
currencies are all constant and on the basis of the hedge instruments in place at 31 December 2015.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group's long-term debt obligations with floating interest rates.

To manage its interest rate risk, the Group enters into interest rates swaps, in which the Group agrees to
exchange, at specified intervals, the differences between fixed and variable rate interest amounts calculated by
reference to an agreed upon notional principal amount. These swaps are designed to hedge underlying debt
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obligations. At 31 December 2015, after taking into account the effect of interest rate swaps, 47.85% of the
Group’s borrowings are hedged.

Since the floating rate financial are 60.39% hedged with floating to fixed interest rate swaps, there wil! be no
impact on profit or loss arising due to variability of interest income and expense. However, a change in interest
rate will affect the fair value of the value of the swap and therefore will affect the profit or loss and equity.
Also, the impact of interest rate on cash deposits held by the Group is not expected to be material on the profit
or loss of the Group.

Interest rate sensitivity

The sensitivity analysis has been determined based on the Group’s exposure to interest rates for interest
bearing assets and liabilities at the statement of financial position date and has been based on management’s
assessment of the possible changes in interest rates.

Had the interest rate been higher (lower) of 100 basis point, the net profit and net equity would have been
lower (higher) of 62,124 thousand euro. '
Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Group’s exposure to the risk of changes in foreign exchange
rates relates primarily to the Group’s operating activities {when revenue or expense is denominated in a
different currency from the Group’s presentation currency) and the Group’s net investments in foreign
subsidiaries.

The Group has an opportunistic approach in relation with foreign currency exchanges.
Foreign currency sensitivity

The following table demonstrates the sensitivity to a reasonably possible change in GBP exchange rates, with
all other variables held constant. The impact on the Group's profit before tax is due to changes in the fair value
of monetary assets and liabilities including non-designated foreign currency derivatives and embedded
derivatives. The impact on the Group’s equity is due to changes in the fair value of forward exchange contracts
designated as cash flow hedges and net investment hedges. The Group’s exposure to foreign currency changes
for all other currencies is not material.

In thousands of euro:

Change in GBP Effect on profit Change in USD Effect on profit Change in HUF Effect on profit
rate before tax rate befare tax rate before tax

20% 1313 20% {32) 20% 2 046

-20% (1313) -20% 32 -20% {2 046)

The movement in the post-tax effect is a result of a change in the fair value of derivative financial instruments
not designated in a hedge relationship and monetary assets and liabilities denominated in GBP, where the
functional currency of the entity is a currency other than GBP. Although the derivatives have not been
designated in a hedge relationship, they act as an economic hedge and will offset the underlying transactions
when they occur.
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The movement in equity arises from changes in GBP borrowings {net of cash and cash equivalents) in the hedge
of net investments in GBP operations and cash flow hedges. These movements will offset the translation of the
GBP operations’ net assets into euro.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily
trade receivables) and from its financing activities, including deposits with banks and financial institutions,
foreign exchange transactions and other financial instruments.

Credit risk related to financial instruments and cash deposit
Cash

Before placing cash with any bank, the Group has due consideration to both investment and credit risk.
Although most of its cash balances are held with only two European banks, the concentration risks are deemed
insignificant given the good reputation of the two European banks.

Receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each counterparty.
Given that the Group has advanced loans to its subsidiaries, the main counterparty risk lies in the inability of
the subsidiaries to pay the interest payments on a timely basis which will be borne by the ultimate holding
company. However, as a means to mitigate this counterparty risk, the Group has arranged for the rental
income earned by the subsidiary to be deposited directly in the bank account of the Group. The interest on
loans receivables are offset against that amount first whilst the remaining amount sits as an amount payable in
the accounts of the Group.

Interest rate swop

Credit risk also arises on the interest rate swap agreement entered into with a European bank. Nevertheless,
the counterparty risk is controlled since the Group has chosen a bank with a good credit rating of Al, as issued
by Moody’s. In case of an unlikely default, the Company will be exposed to a floating rate interest of GBP LIBOR
on the bank loan taken from another European bank since the purpose of the derivate financial instrument was
to swap floating interest rate with a fixed interest rate.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulties in meeting obligations arising from its financial
liabilities as they fall due.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of
bank overdrafts, bank loans, debentures, preference shares, finance leases and hire purchase contracts. The
Group assessed the concentration of risk with respect to refinancing its debt and concluded it to be fow. Access
to sources of funding is sufficiently available and debt maturing within 12 months can be rolled over with
existing lenders.

As the rental income is received on a quarterly basis and interest payment under bank loan agreement is made
on a quarterly basis as well, part of the liquidity risk is mitigated. Also, rental income is first restricted to the
payment of the bank loan interest and then the other expenses of the Group.
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The table below summarizes the maturity profile of the Group’s financial liabilities based on contractual

undiscounted payments.

2015
: In thousands of eurcs TOTAL Less than 1 year Setwean 1to 5 years More than 5 years
I:zr:s;e;;m borrowings without interests (refer 2456 063 _ 1231 045 q995 0,18
Interest payabie in the future 432926 77 653 256 714 . 98’560
Shareholder loans (refer note 17} 1565 145 - 294462 1270683
Interest payable in the future 511536 30290 214551 266 695
Other non-current liabilities 10441 - 10441 4
Short term shareholder loans 135959 135 959 - -
Current portion of bank loans 470 332 470.832 - -
Trade payables 59.836 59836 = -
Other current payables {refer note 19) 109162 109 162 ~ -
2014
In thousands of euros TOTAL Less than 1 year Between 1to 5years More than 5 years
'Long-term borrowings without 1351872 ; 1007435 ‘344437
interests (refer note 17) )
Interest payable in the future 145142 27984 99.893 17 265
Shareholder loans (refer note 17) 987348 - 261776 725578
Interest payable in the future 301248 74958 123024 . 103266
Other non-current liabilities 10902 R - Soo1e90z R
Short term shareholder loans 125636 | 125636 PR : R
Current portion of bank loans 79.573 79573 : - . -
Trade payables 12398 12398 e .
Other current payables 66972 66 972 : - -

Fair values

The term “Financial instruments” includes financial assets and financial liabilities. The fair value of a financial
instrument is the amount for which an asset could be exchanged or a liability settled, between knowledgeable,
willing parties in an arm’s fength transaction.

Fair value of financial assets and liabilities is estimated using quoted market prices for similar instruments and
adjusted for differences between the quoted instrument and the instrument being valued. In certain cases,
including the loans advanced to borrowers, where there are no ready markets, various techniques have been
used to estimate the fair value of the instruments. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and therefore cannot be determined with precision. Readers
of these financial statements are advised to use caution when using the data to evaluate the Groups financial
position or to make comparisons with other companies.

The fair value of cash and cash equivalents, other receivables and other payables is equal to their book value.
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The following table gives details of the carrying amounts and fair values of financial instruments:

Carrying Amount Fair Values  Carrying Amount Fair Values
in thousands of euros 2015 2015 2014 2014
Assets 851912 928 928 355 961 355 961
Others non-current financial assets 544 373 : 621 387 181338 .. 181338
Cash and cash equivalents 277 976 277976 162225 - 162225
Trade and other receivables 28 565 29 565 12398 ‘ 12398
Liabilities 4822 844 4.822 844 2669845 2 669 845
Borrowings . 2976895 2926 895 1431 445 1431 445
Debt towards shareholder . 1701104 1701104 1112984 1112984
Derivatives 75 847 25 847 21217 217
Trade and other payables 168 998 168 998 104 199 104199

All financial assets, liabilities and investment properties that are measured at fair value are leve!l 3 fair value
measurements.

Quoted prices Significant Significant
in thousands of euro ~ in active observable unobservable
Date of valuation TOTAL markets inputs inputs

Assets measured at fair value (level 1) {level 2) {level 3}
investment properties

Office properties 31 December 2015 420083 - s 420083

Retail properties 31 December 2015 706906 - < 706906
Liabilities measured at fair value
Derivatives financial liabilities
Interest rate swaps 31 December 2015 {25 847} - = {25 847}
Interest rate cap 31 December 2015 657 - - 657

Note 21: Income tax

The major components of income tax expense for the years end 31 December 2015 and 2014 are:
A) Consolidated statement of profit or loss

Current income tax.

In thousands of euros 2015 2014
Current income tax (2 109) (5 784}
Sub-total, current income tax (2 109) (5 784)

Deferred tax

Relating to origination and reversal of temporary differences 27517 2 600
Sub-total, deferred tax 27 517 2600
Income tax expense reported in the statement of profit or loss 25408 {3 184)
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B} Reconciliation of income tax expense and the accounting profit multiplied by Luxembourg

domestic tax rate for 2014 and 2015

In thousands of euros

Accounting loss before income tax

At Luxembourg’s statutory income tax rate of 29.22% (2013: 29.22%)

Difference in tax rate

Adjustments in respect of current income tax of previous years
Effect of unrecognized losses carried forward

Permanent differences

income tax expense reported in the statement of profit or loss

In thousands of euros

Income tax expense

Net profit or loss
Group effective tax rate

) Details of deferred tax

Deferred taxes are related to the following:

In thousands of euros

Timing differences for tax purposes

Revaluation of tangible assets

Revaluations of invastment properties to fair value
Pension

Revaluation of financial instruments at fair value
Other

Effect of tax rate difference

Tax less carried forward

Deferred tax expense/ (income}

Net deferred tax assets/ {liabilities)

(147:695)

43156

16 192

(11970)

{21 970)

25 408

25408

{122 287)
17.20%

2014

(21 604)
6313
7817
{18962}
1648

(3 184)

2014
(3 184)

(24 788)
14.74%

Consolidated statement of Consolidated statement of profit

financial position

2015 2014
5977 {2033}
(441,818} {145 067}
(8'432) o71)
684 1333
8455 5248
(32 909} (8402)
51893 15600
(416 850} {133 201)

2015

66 851
{11 085§

667

(2452}
(52001}
{5 700}
{23797}
(27517}

or loss
2014

{2'061)

{75}
5t
£446

(4961}
(2600}

The Group offsets tax assets and liabilities if and only if it has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income taxes

levied by the same tax authority.
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In thousands of euras

Opening balance as of 1 January 2015

Tax income/ (expense) during the period recognized in profit or loss
Tax income/ {expense) during the period recognized in OCl

Deferred taxes generated during the year

Closing balance as at 31 December 2015

Note 22: Revenue

Ih thousands of euros
Rental income
Income from hotel operations

Total revenue

Financial

and Notes

2015

. (13910)
o {2109)

27517

11498

2015
44264
514 332
558 596

31 December 2015

2014

(5 962)
(5 784)

(4 764)

2600

(13 910)

2014

40 155
284 400
324555

The Group activities are located in United Kingdom, United States of America, France, Greece, ltaly and

Hungary.

Note 23: Operating expense

in thousands of euros
Purchase of goods and services
Distribution and marketing
Administration expenses
Operating leases

Bad debt allowances {refer to note 13)
Depreciation of intangible assets
Depreciation of tangible assets
Insurance

Staff costs

Real estate taxes

Utilities

Repairs & maintenance
Rovyalties

Other

Total operating expense

2015
127 754
14 578
27 485
3974
10 191
19 061
62128

3846

184 610
22317
5700
15 260
1692
15 024

513 620
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2014
49 513
5752
36338
2460
662
4968
28 509
3 460
130 419
10 884
2301
8 803
1668
9191

294 928



Note 24: Financial income and expense

Financial income

in thousands of euros
Interest and similar income
Net foreign exchange gain
Other financial income*

Financial income
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2015 2014
5313 4128
4368 e

13524 52

23205 4180

*mainly composed of the interest income on bonds (refer to note 12) for an amount of 12,555 thousand euros.

Financial expense
In thousands of euros

Changes in fair value of derivative financial instruments

interest on bank loan and similar expense
Interest on shareholders loans

Net foreign exchange loss

Other financial charges

Financial expense

2015 2014
(10 342) (2219}
(119 229) (47:059)
(55 364) (29 474}
- {1 100}
@611}  (2665)
(189 546) (82517)

Certain amounts pertaining to 2014 have been reclassified to conform to the current year’s presentation. Such
reclassification do not have any impact on the previous reported comprehensive income or equity.

Note 25: Other operating income

The other operating income is mainly composed of 25,908 thousand euro related to the guaranty agreement
provided by Hyatt International to Constellation Hotel Holding Ltd S.a r.l. (2014: 14,954 thousand euro).

Note 26: Other non-operating expense

The other non-operating expense is mainly composed of 77,905 thousand euro related to the impairment of

the goodwill on Constellation Hotel France S.A.S..

Note 27: Auditors remuneration

As at 31 December 2015, the annual statutory auditor’s remuneration for the entire Group amounts to 908

thousand euros (2014: 686 thousand euros).
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Note 28: Off-Balance sheet commitments

Off-balance sheet commitments {not discounted) given at 31 December 2015 break down as follows:

in thousands of euros 2015 2014
Guarantees 30000 30000
TOTAL 30000 30 000

A European bank issued upon the instruction of the Company a guarantee of 30 million euro to the banks that
provide finance to the group companies (Société du Louvre-Lafayette SAS, Concorde Martinez SAS and Société
du Palais de la Méditerranée SAS).

Note 29: Related party transactions

For the purpose of applying 1AS 24, the Group has identified the following related parties:

All fully ad proportionately consolidated companies and all associated companies accounted for by the
equity method {refer to note 17);

- All members of the Executive Committee and the Board of Directors and the members of their direct
families;

- All companies in which a member of the Executive Committee or the Board of Directors holds material
voting rights;

. Companies that exercises significant influence over the Group {refer to note 4);
- Eully consolidated companies by a company that exercise significant influence over the Group.

All loans received from shareholders in 2015 and 2014 and all related interest are related party transactions.
Alex McCoy and Alan Corkish are employees of Deutsche Bank Cayman Limited and acted as officer or director

to various subsidiaries of Deutsche Bank (Cayman) Limited, which provides ongoing corporate and portfolio
administration services to the Group at normal commercial rates to which administration fees and
disbursements are payable for the period ended 31 December 2015 and 2014,

Note 30: Subsequent events

Financing

The Loan with European bank for an amount of 420,474 thousand euros was due February 29, 2016 and
extended until August 31, 2016. On August 31, 2016, the loan was modified by changing the maturity date to
April 27, 2017. In consideration of this modification, the Group paid a one-time extension fee of $920,000.

57




Document émis électroniquement

Constellation Hotels Holding Ltd 5.C.A. - C i Financial 5 s and Notes
31 December 2015

Acquisitions

The Company through its subsidiary, Constellation Hungary S.A., did the following acquisitions subsequent to
year-end:

. Total
) Ownership .
Date of business . . . investment
s Investee company in investee Business and location
acquisition made by the
company
Company
Ri Dunai t
lr:v:zla:g";::ziz 100% in a mixed use real EUR 6,849,375
April 2016 garaniefeszio 81.63% - + HUF
Korlatolt Feleldsségli estate in Hungary
. . 1,200,000
Tarsasag
Conflict

The Greek entities are in conflict with their tenants and a juridical procedure to evict the tenants is in course as
of the date of the signature of these consolidated financial statements.

Other

On January 22, 2016 the Group entered into a lease termination agreement with the tenant (JP Morgan) for a
fee of 10,000 thousand USD (One Wall Street).

In February 2016, the Group received a voluntary early repayment of the Mezzanine Notes FINANCIERE LOV
amounting to 90,231 thousand EUR.
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