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Peter Pecnik, Group CFO of HB Reavis, comments on financial results for six
months ended 30" June 2020 and the current situation: The year 2020 brought
unprecedented challenges across the globe as a result of Covid-19 pandemic outburst. In
order to curb the crisis, the governments in our countries of operations implemented various
measures such as nationwide lockdowns and border closings that caused significant
disruptions for our employees, clients, suppliers and our business partners in general, which
had a negative impact on our business activities. As a result, for the six months period
ended on 30 June 2020, HB Reavis has reported its first net after tax loss in a decade. The
loss was mainly driven by negative re-evaluation of real estate assets as a result of: a) a
postponement in the expected completion dates of projects under construction, b) a delay to
the start of new construction projects in the preparation phase, c) the cancellation of
prospective tenants’ agreements, d) general slowdown of the leasing market, ) subsequent
more conservative view on property valuation and f) depreciation of local currencies (vs
Euro) in countries of our operations. HB Reavis is well-positioned to face the current crisis
given our conservative leverage (our Total Assets far exceed Total Liabilities and Company
Equity amounts to €1.5bn) and liquidity of almost €190 million cash on the balance sheet as
at end of second quarter 2020. Total net loss after tax of €143.6 was mainly driven by
€103.8 million revaluation loss and €28.8 million loss caused by depreciation of all local
currencies (where HB Reavis has its operations) against Euro. Details of the negative impact
is discussed below:

The (€103.8m) in revaluation loss was predominantly driven by losses on three assets, with
combined total loss of (€96.4m), mainly as a result of changes in key assumptions such as
delay in practical completions and in construction starts as a result of imposed government
restrictions due to Covid-19 pandemic. For detailed breakdown of the revaluation loss, see

our half year presentation.

Secondly, the total FX loss amounted to (€98.1m), driven by depreciation of currencies
against Euro in all of our foreign operations, but primarily by GBP and PLN.

o (€28.8m) —incl. in the net loss after tax of €143.6m
= (€22.5m) — Foreign exchange gains/(losses)
= (€6.3m) — Currency related loss on hedging derivatives (included in
the €12.6m loss from Financial derivatives)

o (€69.3m) — excl. in the net loss after tax of €143.6m and included in total
comprehensive loss of €208.6m
= (€ 69.3m) - translation of foreign operations to the presentation
currency

The decrease in NOI (€6.2m) was caused by shift in income producing portfolio. The income
producing portfolio during the first six months of 2019 comprised stable income producing
assets which were replaced in 2020 by recently developed projects with ongoing rent fall-out
periods:
o Divested projects - 20 Farringdon Street and Twin City B in 2020, and Twin
City C and Twin City Tower in second half of 2019
o Completed projects - Nivy Tower, Varso 1 & 2, Agora Tower


https://hbreavis.com/wp-content/uploads/2020/11/HBReavis_Half_Year_Results_2020.pdf

o Elizabeth House has become vacant in the past 6 months as the site is being
prepared for demolition as opposed to 2019

Despite the revaluation loss, net cash generated from operations resulted in positive cash
inflows of €16.1m, given the revaluation loss and vast majority of FX losses were non-cash
items. The cash position at the end of June 2020 stood at very solid €189.9 million.

Executive management changes

There have been changes in the executive management of the company to ensure both
delivery of the projects in our pipeline as well as fulfilment of the strategy to become the
international workspace provider of choice. Marian Herman, Group CEO and Peter Ceresnik,
member of the executive management have been recently joined by:

Peter Pecnik, who, for now remains CEO of our Polish operations, has become a member of
the executive management and taken over the agenda of Group CFO.

Pavel Jonczy, who is currently the Head of Product Design, Construction and Procurement,
joins the executive management and further to his current role, will take responsibility over our
coworking business HubHub and flexible office platform Qubes.

Martin Miklas, currently company’s Group CFO, has become a member of the board as a non-
executive director and will take responsibility over matters of corporate governance as well as
the non-real estate business of Mr. lvan Chrenko.

Acquisitions

No acquisitions were made in this period.

Leasing update

During the third quarter of 2020, HB Reavis leased a total of more than 4.8k sq. m (incl.
renewals). The leases comprise two larger office tenants in projects Varso 2 and Nivy
Tower, as well as multiple retail clients for Nivy Station. Since the beginning of the year, the
company has signed leases of more than 21k sq. m of GLA for projects which are both
under construction and in income producing portfolio.

Completions and developments progress

There are 6 projects with over 312.7 thousand sg. m of GLA currently under construction,
many of which have been progressing well during the last quarter, taking noticeable shapes
already. These include projects across four countries, namely:

e Bloom Clerkenwell in London, UK

e DSTRCT Berlin, Germany

e Varso Place (Varso Tower) & Forest (Campus and Tower) in Warsaw, Poland
e Nivy Station in Bratislava, Slovakia

Agora Hub, Budapest

At the end of August 2020, we have finalized construction of Agora Hub, thus completing the
development of the first phase of the Agora scheme. The concept design which was centered
around the idea of making Agora the main natural focal point of the city was finalized with the
completion of Agora Hub. Agora Hub is pre-certified with BREEAM Outstanding which makes
it the only building in Hungary with such a merit. The building itself stretches over 8 floors with



a total leasable area of 34,8 thousand sg. m., which is occupied on 99% primarily by anchor
tenant BP, flexible space platform Qubes, and co-working space HubHub.

Financing

During the third quarter of 2020, HB Reavis has drawn down a total of €49.4 million of external
debt financing, primarily linked to properties currently under construction and general
corporate purposes. The Group was also active on capital markets in Slovakia and issued €15
million bonds with maturity in September 2024.

The overall process has not been impacted by Covid pandemic, as all committed construction
loans were continuously drawn down without any issues. At the end of the quarter, the group
had €910.3 million of bank financing (excluding €3.0 million assigned to Joint Ventures), along
with €359.4 million of bond financing outstanding. As of the end of the quarter, the Group had
€593.4 million of committed bank financing to be drawn down, mainly against future capital
expenditures on projects Varso Place, Nivy Station, DSTRCT and Forest.

Divestments

No assets were divested during the third quarter of 2020, but we have restarted discussion
with CA Immo for the sale of Postepu 14 in Warsaw, Poland. The transaction has materialized
after the date of this business update. For more information read the full story here.

HB Reavis portfolio

Income producing portfolio

As of the end of the last quarter, the Group held a portfolio of 10 income producing office
properties with a total of 289.0 thousand sg. m across three countries with passing rent of
€60.6 million. The portfolio includes the following projects:

Agora Tower and Agora Hub in Budapest, Hungary

Postepu 14, Varso 1, Varso 2 in Warsaw, Poland

Nivy Tower, Apollo BC Il, in Bratislava, Slovakia

Non-core assets (Kesmark in Budapest, Hungary and Centrum Bottova, and H
Business Centrum (JV) in Bratislava, Slovakia)

The overall market value of the portfolio totaled up to €0.9 billion as of 30" June 2020, while
the weighted average occupancy across the portfolio was 86% at the end of the last
business quarter.

After the third quarter of 2020 and the date of publication of this business update, Postepu
14 has been sold to CA Immo and was removed from income producing portfolio of the
Group.

Projects under construction
Projects currently in the phase of construction (or demolition) account for 312.7 thousand sq.
m of future GLA and estimated future gross development value of around €1.8 billion, all
spread over four capital cities:

e Bloom Clerkenwell in London, UK

e DSTRCT Berlin, Germany

e Varso Tower & Forest (Campus and Tower) in Warsaw, Poland

e Nivy Station in Bratislava, Slovakia


https://hbreavis.com/en/press/postepu-14-in-warsaw-sells-to-ca-immo-for-almost-e87m/

NOT FOR PUBLICATION, DISTRIBUTION OR RELEASE, DIRECTLY OR INDIRECTLY, IN
WHOLE OR IN PART, IN OR INTO THE UNITED STATES, AUSTRALIA, CANADA, JAPAN OR
ANY OTHER JURISDICTION IN WHICH OFFERS OR SALES WOULD BE PROHIBITED BY LAW.
THIS PRESS RELEASE CONTAINS INSIDE INFORMATION FOR THE PURPOSES OF THE
MARKET ABUSE REGULATION. THIS PRESS RELEASE AND THE INFORMATION CONTAINED
HEREIN IS FOR INFORMATION PURPOSES ONLY AND DOES NOT CONSTITUTE OR FORM
PART OF ANY OFFER OF, OR THE SOLICITATION OF AN OFFER TO ACQUIRE OR DISPOSE
OF SECURITIES IN ANY JURISDICTION, INCLUDING IN OR INTO THE UNITED STATES,
CANADA, JAPAN OR AUSTRALIA.

Forward-Looking Statements

Certain statements contained in this release are “forward-looking”, based on current view on our markets,
activities and prospects and involve risks and uncertainties that could cause actual results to differ materially from
those expressed or implied by such forward-looking statements. In addition, we, through our management, from
time to time, make forward-looking public statements concerning our expected future operations and
performance and other developments. All forward-looking statements included in this release are made only as of
the date hereof and no representation, assurance, guarantee or warranty is given in relation to them and HB
Reavis assumes no obligation to update any written or oral forward-looking statements made by us or on our
behalf as a result of new information, future events or other factors.

Important notice

The information contained in this announcement is for background purposes only and does not purport to be full
or complete. No reliance may be placed by any person for any purpose on the information contained in this
announcement or its accuracy, fairness or completeness. This announcement is not for publication or distribution,
directly or indirectly, in or into the United States. The distribution of this announcement may be restricted by law
in certain jurisdictions and persons into whose possession any document or other information referred to herein
comes should inform themselves about and observe any such restriction. Any failure to comply with these
restrictions may constitute a violation of the securities laws of any such jurisdiction. This announcement does not
contain or constitute an offer of, or the solicitation of an offer to buy, securities to any person in any jurisdiction,
including the United States, Australia, Canada or Japan. The securities of the Company have not been and will
not be registered under the US Securities Act of 1933 (the "Securities Act"), or under any applicable securities
laws of any state or other jurisdiction of the United States and may not be offered, sold, resold, transferred or
delivered, directly or indirectly, in the United States unless registered under the Securities Act or pursuant to an
exemption from, or in a transaction not subject to, such registration requirements and in accordance with any
applicable securities laws of any state or other jurisdiction of the United States. No public offering of any
securities discussed herein is being made in the United States.

This announcement contains or may contain forward looking statements regarding the Company and its
subsidiaries and its future business. Such statements are not historical facts and may include opinions and
expectations about management confidence and strategies as well as details of management’s expectations of
new and existing programs, technology and market conditions. Although the Company believe their opinions and
expectations are based on reasonable assumptions, these forward-looking statements are subject to numerous
risks and uncertainties, not all of which will be exhaustively explored in this announcement or elsewhere.
Accordingly, the recipients should not regard such statements as representations as to whether such anticipated
events will occur nor that expected objectives will be achieved. The recipients are reminded that all forward-
looking statements in this announcement are made as of the date hereof and for the avoidance of doubt the
Company does not undertake to update any such statement made to reflect events or circumstances after the
date hereof or to reflect the occurrence of unanticipated events. For the avoidance of doubt, the Company does
not accept any liability in respect of any such forward-looking statements.



