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DREOF Il EUROPE HOLDINGS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Business review

The Company invests in pooled investment vehicles (the “Portfolio Funds”) managed by investment managers
("Portfolio Managers”) and Direct Investments (together with Portfolio Funds, "Portfolio Investments”). Portfolio
Investments typically involve direct or indirect equity interests in commercial properties and may also include
interests in commercial mortgages and commercial mortgage-backed securities, as well as debt and equity
securities of real estate operating companies and real estate investment trusts.

The Company has performed well during the period, earning distributions from investments of $53.4m.

. Principal risks and uncertainties
The Company's Portfolio Investments are subject to the market and credit risk of those financial instruments
held. At 31 December 2018, the Company's risk of loss related to any one Puoillolio Investment is limited to its
investment in or commitment to such Portfolio Investment.
The Company invests in real estate, which, in addition to having exposure to the general market risk factors is
also subject to risks incident to the ownership and operation of real estate. Such risks include, but are not
limited to: local real estate conditions; the financial condition of tenants and buyers; fluctuations in rental rates,
operating expenses, vacancies, and construction costs; the effect of leverage associated with project-level
financing; and changes in the tax, real estate, environmental, and zoning laws and regulations.
Financial key performance indicators
Financial key performance indicators consist of internal rate of return, expense and net investment loss ratios.
Net internal rate of return from inception through December 31, 2018: 18.12% (2017: 26.03%)

Expense ratio for the year ended December 31, 2018: (3.42%) (2017: (3.37%))
Net investment loss ratio for the year ended December 31, 2018: 3.42% (2017. 3.37%)

This report was approved by the board and signed on its behalf.

J Isoda
Director

Date: Zé/q! 19
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DREOF |l EUROPE HOLDINGS LIMITED

DIREGTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and the financial statements for the year ended 31 December 2018.
Directors
The directors who served during the year were:

S Kakar
J Isoda
D Boal
J Krulick

Directors’ responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare finaricial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under
company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies for the Company's financial statements and then apply them
consistently; .

. make judgments and accounting estimates that are reasonable and prudent;

° state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.
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DREOF || EUROPE HOLDINGS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Reporting currency
The financial information in these financial statements is denominated in US Dollars.
The equivalent stefling conversion rates were:

- At 31 December 2018 £1:$1.2759, average for the period £1:$1.3348
- At 31 December 2017 £1:$1.3515, average for the period £1.:$1.2886

Results and dividends

The profit for the year, after taxation, amounted to $12,556,307 (2017 - $17,922,181).
During the year dividends of $12,909,768 (2017 - $24,095,520) were declared.
Future developments

The directors aim to maintain the management policies currently in place. No significant changes are
anticipated. '

Disclosure of information to auditor

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditor is
unaware, and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the Company's auditor is aware of that information.
Post balance sheet events
There have been no significant events affecting the Company since the year end.
Auditor

The auditor, Hillier Hopkins LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board and signed on its behalf.

J Isoda
Director

Date: ZGI"[/P\
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DREOF || EUROPE HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF DREOF Il EUROPE HOLDINGS
LIMITED

Opinion

We have audited the financial statements of DREOF I Europe Holdings Limited (the 'Company') for the year
ended 31 December 2018, which comprise the Statement of Comprehensive Income, the Statement of
Financial Position, the Statement of Cash Flows, the Statement of Changes in Equity and the related notes,
including a summary of significant accounting policies. The financial reporting framework that has been applied
in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 102 'The Financial Reporting Standard applicable in the UK and Republic of ireland' (United Kingdom
Generally Accepted Accounting Practice).

In our opinion the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its profit for
the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

. have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

o the directors' use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our Auditor's Report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
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DREOF Il EUROPE HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF DREOF Il EUROPE HOLDINGS
LIMITED (CONTINUED)

knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic Report and the Directors' Report for the financial year for which the

financial statements are prepared is consistent with the financial statements; and
. the Strategic Report and the Directors' Report have been prepared in accordance with applicable legal

requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic Report or the Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement on page 2, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as- a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations,
or have no realistic aiternative but to do so.
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DREOF Il EUROPE HOLDINGS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF DREOF Il EUROPE HOLDINGS
LIMITED (CONTINUED)

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditor's Report.

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an Auditor's Repoit and for ho other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company
and the Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Jongféan Eranks Fg.A (Senior gtatutory Auditor)

for and on behalf of
Hillier Hopkins LLP

Chartered Accountants
Statutory Auditor

45 Pall Mall
St James's
London

SW1Y 5JG

O LY2R (0
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DREOF )l EUROPE HOLDINGS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Note $ $
Administrative expenses 107,656 (28,904)
Operating profit/(loss) 4 107,656 (28,904)
Income from fixed assets investments 19,776,407 24,273,209
Interest receivable and similar income 8 247,353 1,377,219
Interest payable and expenses 9 (7,575,109) (7,812,958)
Profit before tax 12,556,307 17,808,566
Tax on profit 10 - 113,616
Profit for the financial year 12,556,307 17,922,181
Other comprehensive income for the year
Unrealised (deficit)/surplus on revaluation of fixed asset investments (3,220,328) 31,435,968
Other comprehensive income for the year (3,220,328) 37,435,968
Total comprehensive income for the year 9,335,979 49,358,149

The notes on pages 12 to 22 form part of these financial statements.
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DREOF It EUROPE HOLDINGS LIMITED
REGISTERED NUMBER: 09899667

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

2018 2017
Note $ $
Fixed assets
Investments 12 128,875,724 150,196,253
‘ 128,875,724 150,196,253
Current assets
Debtors: amounts falling due within one year 13 75,907,659 49,590,779
Cash at bank and in hand 14 9,188 6,978,663
75,916,817 56,569,442
Creditors: amounts falling due within one ‘
year 15  (14,283,290) (13,935,989)
Net current assets 61,633,527 42,633,453
Total assets less current liabilities 190,509,251 192,829,706
Creditors: amounts falling due after more
than one year 16 (49,218,879) (49,218,879)
Net assets 141,290,372 143,610,827
Capital and reserves
Called up share capital 19 119,147,073 117,893,739
Profit and loss account 20 22,143,299 25,717,088
141,290,372 143,610,827

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

J Isoda
Director

Date: le o) l|°‘

The notes on pages 12 to 22 form part of these financial statements.
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DREOF Il EUROPE HOLDINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

At 1 January 2017

Comprehensive income for the year
Profit for the year

Fair value adjustments
Other comprehensive income for the year

Total comprehensive income for the year
Dividends: Equity capital
Shares issued during the year

Total transactions with owners

At 1 January 2018

Comprehensive income for the year
Profit for the year

Fair value adjustments
Other comprehensive income for the year

Total comprehensive income for the year
Dividends: Equity capital
Shares issued during the year

Total transactions with owners

At 31 December 2018

Called up Profit and
share loss
capital account Total equity
$ $ $
110,522,543 454,459 110,977,002
- 17,922,181 17,922,181
- 31,435,968 31,435,968
- 31,435,968 31,435,968
- 49,358,149 49,358,149
- (24,095,520) (24,095,520)
7,371,196 - 7,371,196
7,371,196  (24,095,520) (16,724,324)
117,893,739 25,717,088 143,610,827
- 12,556,307 12,556,307
- (3,220,328)  (3,220,328)
- (3,220,328)  (3,220,328)
. 9,335,979 9,335,979
- (12,909,768) (12,909,768)
1,253,334 - 1,253,334
1,253,334 (12,909,768) (11,656,434)
119,147,073 22,143,299 141,290,372

The notes on pages 12 to 22 form part of these financial statements.

Page 9



DREOF Il EUROPE HOLDINGS LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Cash flows from operating activities

Profit for the financial year
Adjustments for:

Interest payable

interest receivable

Taxation charge

Decrease in debtors

Increase in creditors

(Decrease) in amounts owed to groups
Realised (gain)/ioss on disposal of investments

Net cash generated from operating activities

Cash flows from investing activities

Purchase of unlisted and other investments
Sale of unlisted and other investments
Purchase of fixed asset investments

Sale of fixed asset investments

Interest received

Income from investments

Net cash from investing activities

2018 2017

12,556,307 17,922,181

7,575,109 7,812,958

(20,023,760) (25,650,428)

. (113,615)

366,913 1,977,934
15,056 -

(33,679,079) (34,354,322)
2,609,461 )

(30,580,993) (32,405,292)

(2,312,015) (27,771,615)
10,602,202 26,550,511
(12,903,143) (11,330,257)
20,103,696 43,145,363
247,353 1,377,219
19,776,407 24,273,209

35,514,500 56,244,430
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DREOF Il EUROPE HOLDINGS LIMITED

STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Cash flows from financing activities

Issue of ordinary shares
Other new loaris
Dividends paid

Interest paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at the end of year

Cash and cash equivalents at the end of year comprise:

Cash at bank and in hand

The notes on pages 12 to 22 form part of these financial statements.

2018 2017
$ $

1,253,334 7,371,196
7,328,531 6,437,394
(12,909,768) (24,095,520)
(7,575,109)  (7,812,958)

(11,903,012) (78,099,888)

(6,969,505) 5,739,250
6,978,663 1,239,413

9,158 6,978,663

9,158 6,978,663

9,158 6,978,663
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DREOF Il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

General information

DREOF Il Europe Holdings Limited is a company incorporated and domiciled in the UK.

Its registered office can be found on the Company Information page.

The principal activity of the company is to hold European real estate investments on behalf of the Siguler
Guff Distressed Real Estate Opportunities Fund Group.

Accounting policies

2.1

2.2

2.3

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies (see note 3).

The following principal accounting policies have been applied:

Foreign currency translation

Functional and presentation currency

The Company's functional and presentational currency is US dollars ("USD").
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income except when deferred in other
comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Statement of Comprehensive Income within 'finance income or costs'. All other
foreign exchange gains and losses are presented in the Statement of Comprehensive Income within
‘other operating income'.

Interest income

Interest income is recognised in the Statement of Income and Retained Earnings in the period in
which it is incurred.
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DREOF |l EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2

Accounting policies (continued)

2.4

2.5

2.6

2.7

Finance costs

Finance costs are charged to the Statement of Income and Retained Earnings in the period in which
it is due. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument.

Taxation

Tax is recognised in the Statement of Comprehensive Income, except that a charge attributable to
anitem of income and expense recognised as other comprehensive income or to an item recognised
directly in equity is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the Company operates
and generates income.

Valuation of investments

Investments in Company shares, are remeasured to fair value at each balance sheet date. Gains
and losses on remeasurement are recognised in the Statement of Income and Retained Earnings for
the period.

The Company records its Portfolio Fund investments at fair value’in accordance with FRS 102. Such
values generally represent the Company's share in the net assets of the Portfolio Funds as reported
by the respective Portfolio Manager. The directors use the valuations provided by the Portfolio
Managers as a basis for the Company's valuations, but are not bound by such valuations.

Direct Investments where market quotations for securities of the same issue are readily available on
an exchange are marked-to-market at the closing price on the financial statement date. Direct
Investments of debt, equity and other instruments that are not traded on an exchange are generally
valued using three midmarket quotations that are provided by third party broker-dealers, when
available. Should three midmarket quotations not be available, a third party market pricing
aggregation service may be used to value the Direct Investment. The third party market pricing
aggregation service averages a collection of quotations provided by third party broker-dealers. Direct
Investments for which market quotations are not available per the methods stated above are valued
at such estimated fair value as the directors determine in good faith. Such securities are typically
valued initially at cost, which approximates fair value, with subsequent adjustments determined by
the directors based on the best available information.

Debtors
Short term debtors are measured at transaction price, less any impairment. Loanhs receivable are

measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.
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DREOF Il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies (continued)

2.8 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liquid investments that
mature in no more than three months from the date of acquisition and that are readily convertible to
known amounts of cash with insignificant risk of change in value.

In the Statement of Cash Flows, cash and cash equivalents are shown net of bank overdrafts that
are repayable on demand and form an integral part of the Company's cash management.

2.9 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently
at amortised cost using the effective interest method.

2.10 Financial instruments

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found,
an impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverable amount, which
is an approximation of the amount that the Company would receive for the asset if it were to be sold
at the reporting date.

2.11 Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements in conformity with generally accepted accounting principles
requires the Directors to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results in the future could differ from those estimates. In this regard,
the Directors believe that the critical accounting policies where judgments or estimations are necessarily
applied are summarised below. :

Valuation of Investments

The Company recognises its Portfolio Fund investments at fair value in accordance with FRS 102. Such
values generally represent the Company's share in the net assets of the Portfolio Funds as reported by
the respective Portfolio Manager. The directors use the valuations provided by the Portfolio Managers as
a basis for the Company’s valuations, but are not bound by such valuations. The directors have reviewed
information provided by the Portfolio Managers as of 31 December 2018 for each respective Portfolio
Fund. After reviewing such information, the Company has valued its investment in each Portfolio Fund
using the respective Portfolio Funds' net asset value without any adjustment.
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DREOF Il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating profit/(loss)

The operating profit/(loss) is stated after charging:

2018 2017
$ $
Fees payable to the Company's auditor and its associates for the audit of :
the Company's annual financial statements 15,056 11,406
Exchange differences (130,533) (688,838)
Auditor's remuneration
2018
$
Fees payable to the Company's auditor and its -associates for the audit of the Company's
annual financial statements 5,700
Fees payable to the Company's auditor and its associates in respect of:
Taxation compliance services 5,000
All other services 1,100
6,100

Employees

The Company has no employees other than the directors, who did not receive any remuneration (2017 -

SNIL).

Income from investments

2018 2017

$ . $

Income from-fixed asset investments 19,776,407 24,273,209
19,776,407

24,273,209
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DREOF || EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10.

Interest receivable

Other interest receivable

Interest payable and similar expenses

Other loan interest payable

Taxation

Corporation tax

Adjustments in respect of previous periods

Total current tax

Deferred tax

Unrealised loss on investments

Total deferred tax

Taxation on profit/(loss) on ordinary activities

2018 2017

$ $

247,363 1,377,219
247,353 1,377,219
2018 201/

$ $
7,576,109 7,812,958
7,575,109 7,812,958
2018 2017

$ $

- (1,328,083)

- (1,328,083)

. 1,214,468

. 1,214,468

. (113,615)
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DREOF Il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year is lower than (2017 - lower than) the standard rate of corporationtax in the
UK of 19% (2017 - 19.25%). The differences are explained below:

2018 2017
$ $

Profit on ordinary activities before tax 12,556,307 17,808,566
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2017 - 19.25%) 2,385,698 3,428,149
Effects of:
Adjustments to tax charge in respect of prior periods - (1,328,083)
Non-taxable income (2,385,698) (3,428,149)
Deferred tax - 1,214,468
Total tax charge for the year - (113,615)
Dividends

2018 2017

$ $

D shares 39,154 7,309,863
E shares 2,727,182 -
F1 shares 4,369,282 209,890
F2 shares 3,120,916 149,922
G shares . - 1,951,509
H shares 2,544,572 10,247,383
| shares - 4,226,953
K shares : 108,662 -

12,909,768 24,095,520
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DREOF Il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12.

13.

Fixed asset investments

Unlisted
investments

$

59,753,619
2,312,015
(10,602,202)
(1,542,139)

Total

150,196,253
15,215,158
(30,705,898)

(5,829,789)

Investments

in

subsidiary

companies

$

Cost or valuation

At 1 January 2018 90,442,634
Additions 12,903,143
Disposals (20,103,696)
Revaluations (4,287,650)
At 31 December 2018 78,954,431

49,921,293 - 128,875,724

Subsidiary undertakings

The following were subsidiary undertakings of the Company:

Name

DREOF Il UK Meridia Holdings:| Limited
DREOF Il UK Meridia Holdings Il Limited
DREOF Il UK Meridia Holdings !} Limited
GO BATH Investment, LP *

SG-Praxis Real Estate Venture, LP
Union Real Estate, LP

Union Real Estate B, LP

* Investment was disposed of during the year

Debtors

Amounts owed by group undertakings

" Distributions receivable

2018
$

75,901,672
5,987

Holding

100%
100%
100%
91%
95%
85%
100%

2017
$

49,218,879
371,900

75,907,659

49,590,779

Page 18



DREOF il EUROPE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

14,

15.

16.

Cash and cash eqtiivalents

Cash at bank and in hand

Creditors: Amounts falling due within one year

Loans from group companies
Amounts owed to group undertakings
Accruals and deferred income

Creditors: Amounts falling due after more than one year

Other loans

2018 2017

$ $

9,158 6,978,663
9,158 6,978,663

2018 2017

, $ $
14,258,234 6,929,703
- 6,996,286

25,056 10,000
14,283,290 13,935,989
2018 2017

$ $
49,218,879 49,218,879
49,218,879 49,218,879

The company has issued $49,218,879 12% loan notes redeemable on 3 February 2026. At the balance
sheet date $49,218,879 remained outstanding, included in other loans due after more than one year. At
the balance sheet date, interest totalling $14,258,234 has been accrued and is included in loans from

group companies falling due within one year.
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17.

18.

Loans

Analysis of the maturity of loans is given below:

Amounts falling due within one year

Other loans

Amounts falling due after more than 5 years

Other loans

Financial instruments

Financial assets

Financial assets measured at fair value through profit or loss
Financial assets that are debt instruments measured at amortised cost

Financial liabilities

Financial liabilities measured at amortised cost

2018 2017

$ $
14,258,234 6,929,703
49,218,879 49,218,879
63,477,113 56,148,582
2018 2017

$- 3
128,884,882 157,174,916
75,907,659 49,590,779
204,792,541 206,765,695

(63,502,169) (63,154,867)

Financial assets measured at fair value through profit or loss comprise cash at bank and in hand,

investments in subsidiaries and unlisted investments.

Financial assets that are debt instruments measured at amortised cost comprise amounts owed by

group undertakings and distributions receivable.

Financial liabilities measured at amortised cost comprise debt instruménts subscribed to plus interest

accruing on these instruments and othér creditors.
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19.

20.

21,

Share capital

2018 2017
$ $
Allotted, called up and fully paid

1 (2017 - 1) A1 share of €1.00 1 1
2 (2017 - 2) A2 shares of €1.00 each 2 2
2,665,451 (2017 - 2,665,451) B shares of €1.00 each 2,874,745 2,874,745
3 (2017 - 3) C shares of £1.00 each 5 5
26,389,842 (2017 - 26,389,842) D shares of €1.00 each 29,263,147 29,263,147
3 (2017 - 3) E shares of €1.00 each 3 3
127,304,402 (2017 - 127,304,402) F1 shares of NOK1.00 each 15,154,279 15,154,279
90,931,721 (2017 - 90,931,721) F2 shares of NOK1.00 each . 10,824,486 10,824,486
3,584,385 (2017 - 3,584,385} G shares of NOK1.00 each 423,972 423,972
26,405,726 (2017 - 26,405,726) H shares of £1.00 each 35,376,186 35,376,186
12,385,083 (2017 - 12,385,083) | shares of £1.00 each 16,605,717 16,605,717
62,127,120 (2017 - 62,127,120) K shares of NOK1.00 each 7,371,196 7,371,196

1,071,394 (2017 - 1,071,394} L. shares of €1.00 each 1,253,334 -
119,147,073 117,893,739

During the year, 1,071,394 L. shares of €1 each were issued at par.

Reserves

Profit and loss account

The profit and loss account includes all current period retained profits. Of the retained profits, an amount
of $22,143,299 relates to unrealised profits which are not generally available for distribution.

Related party transactions

During the period, the company was charged interest totalling $7,328,531 (2017 - $6,437,394) by its
controlling parties, on debt instruments issued during the period. At the balance sheet date $36,794,320

(2017 - $63,144,868) was due to the controlling parties.

During the period, income of $37,492,780 (2017 - $58,088,915) was received through distributions made
by subsidiary entities in which the company has significant control. At the balance sheet date $nil (2017 -

$nil) was owed to the company in respect of these distributions.

During the period, income of $15,845,564 (2017 - $37,255,743) was received through distributions made
by entities-in which the company has an investment but does not have significant control. At the balance
sheet date $5,987 (2017 - $371,900) was owed to the company in respect of these distributions.

During the period, no key management personnel received remuneration from the company.
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22,

Controlling party

The company is jointly controlled by Siguler Guff Distressed Real Estate Opportunities Fund Il LP, Siguler
Guff Distressed Real Estate Opportunities Fund Il (E) LP and Siguler Guff Distressed Real Estate
Opportunities Fund Il (T) LP. All entities were incorporated in the United States of America.

The directors believe that there is no ultimate controlling party.
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