Elite UK Commercial Holdings Limited
and its subsidiaries
Registration Number: 11561164

Financial Statements
Period from 10 September 2018 (date of incorporation) to
31 December 2018

KPMG LLP {Registration No. TO8LL1267L), an accounting
limited liability partnership registered in Singapore under the
Limited Liability Partnership Act (Chapter 163A) and a member
firm of the KPMG network of independent member firms
affiliated with KPMG Interational Cooperative (‘KPMG
International”), a Swiss entity.






KPMG LLP Telephone  +65 6213 3388
16 Raffles Quay #22-00 Fax +65 6225 0984
Hong Leong Building Internet www.kpmg.com.sg

Singapore 048581

Independent auditors’ report
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Elite UK Commercial Holdings Limited

Opinion

We have audited the consolidated financial statements of Elite UK Commercial Holdings
Limited (the “Company”) and its subsidiaries (the “Group™), which comprise the
consolidated statement of financial position of the Group as at 31 December 2018, and the
consolidated statements of comprehensive income and changes in equity of the Group for
the period from 10 September 2018 (date of incorporation) to 31 December 2018, and
notes to the consolidated financial statements, including a summary of significant
accounting policies, as set out on pages FS4 to FS14.

In our opinion, the accompanying consolidated financial statements of the Group for the
period from 10 September 2018 (date of incorporation) to 31 December 2018 are prepared,
in all material respects, in accordance with the bases of preparation specified in Note 2 to
the consolidated financial statements (the “Basis of Preparation™).

Basis for opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSAs™).
Our responsibilities under those standards are further described in the ‘Auditors’
responsibilities for the audit of the consolidated financial statements’ section of our report.
We are independent of the Company in accordance with the Accounting and Corporate
Regulatory Authority Code of Professional Conduct and Ethics for Public Accountants
and Accounting Entities (‘ACRA Code”) together with the ethical requirements that are
relevant to our audit of the consolidated financial statements in Singapore, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the
ACRA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of matter — basis of accounting and restriction on distribution and use

We draw attention to Note 2 to the consolidated financial statements, which describes the
basis of accounting. Our report is provided in accordance with the terms of our
engagement. Our work was undertaken so that we might report to you on those matters as
stated in Note 1 to the consolidated financial statements and for no other purpose. Our
report is made available to Pierfront Capital Mezzanine Fund Pte. Ltd. for their
information only. We do not assume responsibility to anyone other than the Company for
our work, for our report, or for the conclusions we have reached in our report. Our opinion
is not modified in respect of this matter.
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Responsibilities of management for the consolidated financial statements

Management is responsible for the preparation of the consolidated financial statements in
accordance with the Basis of Preparation and for such internal controls as management
determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the consolidated 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
auditors’ 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 SSAs 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 consolidated financial statements. :

As part of an audit in accordance with SSAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

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

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

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

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

KX 1&G 3019

KPMG LLP
Public Accountants and
Chartered Accountants

Singapore
30 September 2019






Elite UK Commercial Holdings Limited and its subsidiaries
Consolidated financial statements

Period from 10 September 2018 (date of incorporation) to
31 December 2018

Consolidated statement of financial position

As at 31 December 2018
2018
£
Assets
Investment properties 289,462,500
Non-current asset 289,462,500
Trade receivables 543,310
Prepayments and other receivables 1,450,890
Cash and cash equivalents 5,261,243
Current assets 7,255,443
Total assets 296,717,943
Equity
Share capital 28,000,000
Accumulated losses (2,778,494)
Total equity 25,221,506
Liabilities
Loans and borrowings
- Secured loan 175,967,363
- Convertible loan 23,532,435
- Shareholders’ loan 63,622,429
Financial derivatives 2,005,389
Deferred tax liability 1,263,186
Non-current liabilities 266,390,802
Trade and other payables 932,978
Accruals and deferred income 1,871,636
Current tax payables 2,301,021
Current liabilities 5,105,635
Total liabilities 271,496,437
Total equity and liabilities 296,717,943
Signed by the Director
Mow Choon Hoon
Director

30 September 2019
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Period from 10 September 2018 (date of incorporation) to

Consolidated statement of comprehensive income

31 December 2018

Period from 10 September 2018 (date of incorporation) to 31 December 2018

Gross revenue
Property operating expenses
Net property income

Changes in fair value of investment properties
Administrative expenses
Results from operating activities

Finance income
Finance costs

- Secured loan

- Convertible loan

- Shareholders’ loan
Net finance costs

Loss before tax
Tax expense
Loss and total comprehensive loss for the period

Period from
10/9/2018
(date of
incorporation)
to 31/12/2018
£

2,861,822
(29,692)
2,832,130

(1,462,914)

(244,118)
1,125,098

7,980

(704,413)

(933,569)

(721,635)
(2,351,637)

(1,226,539)
(1,551,955)
(2,778,494)
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Period from 10 September 2018 (date of incorporation) to

Consolidated statement of changes in equity
Period from 10 September 2018 (date of incorporation) to 31 December 2018

31 December 2018

Share Accumulated
capital Losses Total
£ £ £
At 10 September 2018 1 - |
Total comprehensive loss for the period
Loss for the period - (2,778,494)  (2,778,494)
Total comprehensive loss for the period - (2,778,494)  (2,778,494)
Transactions with owner, recorded
directly in equity

Issue of ordinary shares 27,999,999 — 27,999,999
At 31 December 2018 28,000,000 (2,778,494) 25,221,506
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Elite UK Commercial Holdings Limited and its subsidiaries
Consolidated financial statements

Period from 10 September 2018 (date of incorporation) to
31 December 2018

Notes to the consolidated financial statements

Purpose of consolidated financial statements
Purpose of consolidated financial statements
The consolidated financial statements are prepared for the purpose of assisting the Company to

comply with the requirements from Pierfront Capital Mezzanine Fund Pte. Ltd. for the secured
lending it extended to the Company.

Basis of preparation
Statement of compliance

The consolidated financial statements are prepared in accordance with recognition and
measurement requirement of International Financial Reporting Standards (“IFRSs”), applying
the basis of accounting below.

Basis of accounting

The consolidated financial statements have been prepared on the historical cost basis except as
otherwise described in the notes below.

Functional and presentation currency

The consolidated financial statements are presented in Pounds Sterling (“£”), which is the
Company’s functional currency.

Use of estimates and judgements

The preparation of the consolidated financial statements requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and in any
future periods affected.

Critical judgements in applying accounting policies that have a significant effect on the amounts
recognised in the consolidated financial statements is the accounting for acquisition of a
subsidiary.

Assumptions and estimation uncertainties that have a significant risk of resulting in a material

adjustment to the carrying amounts of assets and liabilities are the determination of fair values
of investment properties.

FS4
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Period from 10 September 2018 (date of incorporation) to
31 December 2018

Measurement of fair values

A number of the Group’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities.

When measuring the fair value of an asset or a liability, the Group uses observable market data
as far as possible. Fair values are categorised into different levels in a fair value hierarchy based
on the inputs used in the valuation techniques as follows:

* Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

* Level 2: 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).

* Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement (with Level 3 being the lowest).

The Group recognises transfers between levels of the fair value hierarchy as of the end of the
reporting period during which the change has occurred.

Accounting for acquisition of a subsidiary treated as asset acquisition

The Group accounts for an acquisition as a business combination where an integrated set of
activities is acquired in addition to the property. Integrated set of activities include significant
processes such as strategic management and operational processes. The strategic management
(such as asset management process) and operational management (such as the operational and
property management process) are carried out by the Group. Hence, it is assessed that no
strategic management and operational processes were acquired along with the portfolio of
investment properties and it is an asset acquisition rather than a business combination.
Accordingly, the acquisition does not constitute an acquisition of a business and has been
accounted for as an asset acquisition.

Valuation of investment property

Investment properties comprise 96 freehold and 1 leasehold offices situated throughout
England, Scotland, and Wales which are mainly let to the Department for Work and Pensions
(the UK Government).

The fair values of the investment properties are based on open market values, being the
estimated amount for which a property could be exchanged on the date of the valuation between
a willing buyer and a willing seller in an arm’s length transaction wherein the parties had each
acted knowledgeably and without compulsion.

The valuations of the investment properties are based on the average of the valuations
performed by the independent professionally qualified valuers, namely Colliers International
Valuation UK LLP and Cushman & Wakefield LLP. The valuers have the appropriate
recognised professional qualifications and recent experience in the location and category of the
properties being valued.
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Period from 10 September 2018 (date of incorporation) to
31 December 2018

The valuers use the direct capitalisation approach in arriving at the open market value as at the
reporting date. The direct capitalisation approach assesses the value of a property by capitalising
the current passing rental income and estimates reversionary rental income of the property. In
relying on the valuation reports, the Manager has exercised its judgement and is satisfied that
the valuation method and estimates used are reflective of the current market conditions.

The fair value measurement for investment properties has been categorised as a Level 3 fair
value based on the inputs to the valuation techniques used.

Level 3 fair values
The following table shows the significant unobservable inputs used in the valuation models:

Inter-relationship between
Significant unobservable  key unobservable inputs and

Valuation methods inputs fair value measurement
Direct capitalisation approach  Initial yield rate: 5.75% to  The estimated fair value
(vield method): This method is  20% would increase (decrease) if:
based on the relationship Yield rate is lower (higher).

between the rate of return an
investor requires and net income
that a property produces. The
estimated rate of return (i.e. the
yield rate) is applied to the
property's net operating income
to form an estimate of the
property's value. The most
significant input into this
valuation is the yield rate which
takes into account the actual
location, size and quality of the
property valued as well as the
market data at the valuation date.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in
the consolidated financial statements and have been applied consistently by the Group.

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. The financial statements of

subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

FSé6
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Consolidated financial statements

Period from 10 September 2018 (date of incorporation) to
31 December 2018

The accounting policies of subsidiaries have been changed when necessary to align them with
the policies adopted by the Group. Losses applicable to the non-controlling interests in a
subsidiary are allocated to the non-controlling interests even if doing so causes the non-
controlling interests to have a deficit balance.

Loss of control

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the
subsidiary, and any related non-controlling interests and other components of equity. Any
resulting gain or loss is recognised in statement of total return. Any interest retained in the
former subsidiary is measured at fair value when control is lost.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated financial statements.
Unrealised gains arising from transactions with equity-accounted investees are eliminated
against the investment to the extent of the Group’s interest in the investee. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence
of impairment.

Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of Group
entities at exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are translated to the functional currency
at the exchange rate at that date. The foreign currency gain or loss on monetary items is the
difference between amortised cost in the functional currency at the beginning of the period,
adjusted for effective interest and payments during the period, and the amortised cost in foreign
currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are translated to the functional currency at the foreign exchange rates at the date that the
fair value was determined. Non-monetary items in a foreign currency that are measured in terms
of historical cost are translated using the exchange rate at the date of the transaction. Foreign
currency differences arising on translation are generally recognised in profit or loss.

Financial instruments

Recognition and initial measurement

Non-derivative financial assets and financial liabilities

Trade receivables are initially recognised when they are originated. All other financial assets
and financial liabilities are initially recognised when the Group becomes a party to the

contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at fair value through
profit or loss, transaction costs that are directly attributable to its acquisition or issue. A trade
receivable without a significant financing component is initially measured at the transaction
price.
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Period from 10 September 2018 (date of incorporation) to
31 December 2018

Classification and subsequent measurement
Non-derivative financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value
through other comprehensive income (“FVOCI”) — debt investment; FVOCI — equity
investment; or fair value through profit or loss (“FVTPL”).

Financial assets are not reclassified subsequent to their initial recognition unless the Group
changes its business model for managing financial assets, in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.

Financial assets at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and
is not designated as at fair value through profit or loss:

e it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains
and losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is
recognised in profit or loss.

Financial assets: Business model assessment

The Group makes an assessment of the objective of the business model in which a financial
asset is held at a portfolio level because this best reflects the way the business is managed and
information is provided to management. The information considered includes:

e the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management’s strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration of the
financial assets to the duration of any related liabilities or expected cash outflows or
realising cash flows through the sale of the assets;
how the performance of the portfolio is evaluated and reported to the Group’s management;

e the risks that affect the performance of the business model (and the financial assets held
within that business model) and how those risks are managed;

e how managers of the business are compensated — e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

e the frequency, volume and tming of sales of financial assets in prior periods, the reasons for
such sales amd expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition

are not considered sales for this purpose, consistent with the Group’s continuing recognition of
the assets.

FS8



®

Elite UK Commercial Holdings Limited and its subsidiaries
Consolidated financial statements

Period from 10 September 2018 (date of incorporation) to
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Non-derivative financial assets: Assessment whether contractual cash flows are solely
payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset
on initial recognition. ‘Interest’ is defined as consideration for the time value of money and for
the credit risk associated with the principal amount outstanding during a particular period of
time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as
well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Group considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making this assessment, the Group
considers:

contingent events that would change the amount or timing of cash flows;

terms that may adjust the contractual coupon rate, including variable rate features;
prepayment and extension features; and

terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse
features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if

‘the prepayment amount substantially represents unpaid amounts of principal and interest on the

principal amount outstanding, which may include reasonable additional compensation for early
termination of the contract. Additionally, for a financial asset acquired at a significant discount
or premium to its contractual par amount, a feature that permits or requires prepayment at an
amount that substantially represents the contractual par amount plus accrued (but unpaid)
contractual interest (which may also include reasonable additional compensation for early
termination) is treated as consistent with this criterion if the fair value of the prepayment feature
is insignificant at initial recognition.

Non-derivative financial liabilities: Classification, subsequent measurement and gains and
losses

Financial liabilities are initially measured at fair value less directly attributable transaction costs.
They are subsequently measured at amortised cost using the effective interest method. Interest
expense and foreign exchange gains and losses are recognised in profit or loss. These financial
liabilities comprised interest-bearing borrowings, and trade and other payables.

Derecognition

Financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial asset

are transferred or in which the Group neither transfers nor retains substantially all of the risks
and rewards of ownership and it does not retain control of the financial asset.
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Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Group also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a
new financial liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount
extinguished and the consideration paid (including any non-cash assets transferred or liabilities
assumed) is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Group currently has a legally enforceable right to
set off the amounts and it intends either to settle on a net basis or to realise the asset and settle
the liability simultaneously.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances at bank.
Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity, net of any tax effects.

Derivative financial instruments
The Group holds derivative financial instruments to hedge its interest rate risk exposure.

Embedded derivatives are separated from the host contract and accounted for separately if the
host contract is not a financial asset and certain criteria are met.

When a derivative financial instrument is not designated in a hedge relationship that qualifies
for hedge accounting subsequent to initial recognition, all changes in its fair value are
recognised immediately in profit or loss.

Compound financial instruments

Compound financial instruments issued by the Group comprises a convertible loan denominated
in US Dollars that can be converted to units in the Trust at the option of the holder under certain
circumstances, where the number of units to be issued will be based on outstanding principal
and interest accrued balance. The convertible loan comprises a liability for the principal and
interest and a derivative liability. The liability component of the convertible loan is recognised
initially at the fair value of a similar liability that does not have an equity conversion option.
The equity conversion option is accounted for as a derivative and is recognised initially at the
difference between the fair value of the convertible loan as a whole and the fair value of the
liability component. Any directly attributable transaction costs are allocated to the liability
component and the derivative component in proportion to their initial carrying amounts.
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Subsequent to initial recognition, the liability component of a compound instrument is measured
at amortised cost using the effective interest method. The separated derivative component of a
compound instrument is measured at FVTPL.

Interest related to liability component is recognised in profit or loss. On conversion at maturity,
the liability is reclassified to equity and no gain or loss is recognised.

Investment properties

Investment properties are properties held either to earn rental income or for capital appreciation
or for both, but not for sale in the ordinary course of business, use in the production or supply of
goods or services or for administrative purposes. Investment properties are measured at cost on
initial recognition and subsequently at fair value with any change therein recognised in profit or
loss.

The cost of a purchased property comprises its purchase price and any directly attributable
expenditure including transaction costs. The cost of self-constructed investment property
includes the cost of materials and direct labour, any other costs directly attributable to bringing
the investment property to a working condition for their intended use and capitalised borrowing
costs.

Any gain or loss on disposal of an investment property (calculated as the difference between the
net proceeds from disposal and the carrying amount of the item) is recognised in profit or loss.

Investment properties are not depreciated. The properties are subject to continued maintenance
and regularly revalued on the basis set out above. For taxation purposes, the Group may claim
capital allowances on assets that qualify as plant and machinery under UK tax laws.

Impairment
Non-derivative financial assets

The Group recognises loss allowances for expected credit losses (“ECLs”) on financial assets
measured at amortised costs.

Loss allowances of the Group are measured on either of the following bases:

e 12-month ECLs: these are ECLs that result from default events that are possible within the
12 months after the reporting date (or for a shorter period if the expected life of the
instrument is less than 12 months); or

o Lifetime ECLs: these are ECLs that result from all possible default events over the expected
life of a financial instrument.

Simplified approach

The Company applies the simplified approach to provide for ECLs for all trade receivables. The
simplified approach requires the loss allowance to be measured at an amount equal to lifetime
ECLs.

General approach

The Group applies the general approach to provide for ECLs on all other financial instruments.
Under the general approach, the loss allowance is measured at an amount equal to 12-month
ECLs at initial recognition.
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At each reporting date, the Group assesses whether the credit risk of a financial instrument has
increased significantly since initial recognition. When credit risk has increased significantly
since initial recognition, loss allowance is measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Group considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Group’s historical experience
and informed credit assessment and includes forward-looking information.

If credit risk has not increased significantly since initial recognition or if the credit quality of the
financial instruments improves such that there is no longer a significant increase in credit risk
since initial recognition, loss allowance is measured at an amount equal to 12-month ECLs.

The Group considers a financial asset to be in default when:

e the borrower is unlikely to pay its credit obligations to the Group in full, without recourse
by the Group to actions such as realising security (if any is held); or
o the financial asset is more than 90 days past due.

The maximum period considered when estimating ECLs is the maximum contractual period
over which the Group is exposed to credit risk.

Measurement of ECLs

ECLs are probability-weighted estimates of credit losses. Credit losses are measured at the
present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in
accordance with the contract and the cash flows that the Group expects to receive). ECLs are
discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost are
credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

e significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or being more than 90 days past due;
the restructuring of a loan or advance by the Group on terms that the Group would not
consider otherwise;

e it is probable that the borrower will enter bankruptcy or other financial reorganisation; or
the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECLs in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of these assets.
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Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the
extent that there is no realistic prospect of recovery. This is generally the case when the Group
determines that the debtor does not have assets or sources of income that could generate
sufficient cash flows to repay the amounts subject to the write-off. However, financial assets
that are written off could still be subject to enforcement activities in order to comply with the
Group’s procedures for recovery of amounts due.

Revenue
Rental income

Rental income from investment properties are recognised in profit or loss on a straight-line basis
over the term of the lease. Lease incentives granted are recognised as an integral part of the
total rental income to be received.

Provisions
Levies

A provision for levies is recognised when the condition that triggers the payment of the levy as
specified in the relevant legislation is met. If a levy obligation is subject to a minimum activity
threshold so that the obligating event is reaching a minimum activity, then a provision is
recognised when that minimum activity threshold is reached.

Finance income and finance costs
Finance income comprises interest income and the net gain on derivative financial instruments.

Finance costs comprises interest expense on borrowings, amortisation of debt-related
transaction costs and net foreign exchange losses.

Interest income or expense recognised using the effective interest method. The 'effective interest
rate' is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument to the gross carrying amount of the financial asset, or
the amortised cost of the financial liability.

Tax

Tax expenses comprises current and deferred tax. Current tax and deferred tax is recognised in
profit or loss except to the extent that it relates to items recognised directly in Unitholders’ fund.

The Group has determined that interest and penalties related to income taxes, including
uncertain tax treatments, do not meet the definition of income taxes, and therefore accounted for
them under IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

Current tax is the expected tax payable or receivable on the taxable income for the period, using
tax rates enacted or substantively enacted at the reporting date and any adjustment to tax
payable in respect of previous years. The amount of current tax payable or receivable is the best
estimate of the tax amount expected to be paid or received that reflects uncertainty related to
income taxes, if any. Current tax also includes any tax arising from dividends.
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Current tax assets and liabilities are effect only if certain criteria are met.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes.

Deferred tax is not recognised for:

e  temporary differences on the initial recognition of assets or liabilities in a transaction that is
not a business combination and, at the time of the transaction, that affects neither
accounting nor taxable profit; and

e temporary differences relating to investments in subsidiaries to the extent that the timing of
the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be available
against which they can be used. Future taxable profits are determined based on the reversal of
relevant taxable temporary differences. If the amount of taxable temporary differences is
insufficient to recognise a deferred tax asset in full, then future taxable profits, adjusted for
reversals of existing temporary differences, are considered, based on the business plans for
individual subsidiaries in the Group. Deferred tax assets are reviewed at each reporting date and
are reduced to the extent that it is no longer probable that the related tax benefit will be realised;
such reductions are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the
extent that it has become probable that future taxable profits will be available against which
they can be used.

In determining the amount of current and deferred tax, the Group takes into account the impact
of uncertain tax positions and whether additional taxes and interest may be due. The Group
believes that its accruals for tax liabilities are adequate for all open tax years based on its
assessment of many factors, including interpretations of tax law and prior experience. This
assessment relies on estimates and assumptions and may involve a series of judgements about
future events. New information may become available that causes the Group to change its
judgement regarding the adequacy of existing tax liabilities; such changes to tax liabilities will
impact tax expense in the period that such a determination is made.
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