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GAGFAH’S HISTORY BEGAN IN 1918, a time of severe housing shortage, catastrophic living conditions 
and economic turmoil. Supported by the Federal Insurance Fund for Salaried Employees, the 
guiding principle behind the foundation of GAGFAH almost 100 years ago was “…the procure-
ment of healthy apartments at affordable prices.” For nearly 70 years, GAGFAH operated as a 
not-for-profit organization until legislative changes transformed its status into a commercial 
company in 1990. GAGFAH gave itself a new organizational structure, ventured into new lines 
of business and continued to strive as a leading housing company in Germany.

IN THE BEGINNING OF THE NEW MILLENNIUM, the Federal Insurance Fund for Salaried Employees 
made the decision to sell its ownership stake in GAGFAH by way of a structured bidding process, 
and in 2004, the original GAGFAH entity was sold to an investment firm and manager of private 
equity funds. The new owner more than doubled the size of the portfolio within two years by 
acquiring the housing portfolio of Lower Saxony’s State-owned bank NordLB (“NILEG port-
folio”), the entire housing stock of the City of Dresden (“WOBA portfolio”) as well as a number 
of smaller portfolios, mostly from public owners.

IN THE FALL OF 2006, GAGFAH was listed at the Frankfurt stock exchange and quickly became a 
member of the MDAX Index. With the majority of shares held by private equity funds, GAGFAH 
was primarily driven from a financial-engineering point of view, and while the years 2006 to 
2012 saw a number of successful developments, there were also tremendous setbacks. All the 
while, GAGFAH has offered affordable apartments largely to low- and medium-income house-
holds. Today, we provide a home to about 300,000 people in Germany.

THE PAST YEAR marked the turnaround primarily through an increased free float, the capital 
structure optimization, the implementation of a clear portfolio strategy, the installation of an 
experienced and dedicated management team and the focus back on the asset side of the busi-
ness. After successfully bringing the Company back on track in 2013 we are now looking ahead 
with a great sense of optimism. We are completing the transition from a largely financial-inves-
tor-controlled entity with a focus on financial engineering to an independent real estate group 
with a long-term focus on its assets and an adequate shareholder return based on sustainable 
and growing dividends and NAV accretion.

THE FOUNDATION FOR THIS TURNAROUND HAS BEEN SUCCESSFULLY LAID, and on this basis we are 
continuing our work towards building a sustainable future for GAGFAH and all of its stake-
holders, in which GAGFAH recaptures the prominent role it has held for almost 100 years – as a 
hallmark of the German real estate industry.

GAGFAH

NEARLY 100 YEARS OF GERMAN RESIDENTIAL REAL ESTATE
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The basis for successful management  
is economic success. Economic success 

requires a transparent business 
model that clearly shows the sources 

and uses of cash flows and how 
much free cash is really available 

to support investors’ needs.



Increasing dividend potential
Illustrative Example

 � Recurring FFO from Operations

  FFO from sales

 � CAD / dividend potential

 � Other 
- value-enhancing investments 
- mandatory amortization 
- EK02 taxes 
- cash on hand 
- miscellaneous items

2014

UsesSources

2013

UsesSources

2015

UsesSources

Operating in a comparatively stable and predictable 
environment, GAGFAH’s objective is to generate a 
sustainable dividend, to be paid out of cash available 
for distribution (CAD). The refinancing of more than 
€ 4 billion in the course of 2013 led to substantial 
one-off expenses that needed to be paid out of FFO and 
prohibit a dividend for the year 2013. Starting in 2014, 
GAGFAH expects a substantially improved operating 

performance, significantly lower interest expenses 
and much lower one-off expenses, and intends to pay 
a starting dividend for the year 2014. For subsequent 
years, GAGFAH targets sustainable dividends and a 
dividend yield of 3 – 4 % on NAV. In addition to the divi-
dend yield, GAGFAH expects an annual NAV growth 
of around 2 – 3 %, resulting in a targeted total annual 
shareholder return of 5 % to 7 %.

Straight view on cash

Sources and Uses of cash flows – Our CAD Philosophy

Straight view on cash
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EBIT – FFO Bridge
€ million, unless stated otherwise

2013 2012 

EBIT 335.1 335.1

	 Depreciation and amortization 2.9 4.2

EBITDA 338.0 339.3

	 Reorganization and restructuring expenses 1 6.9 4.5

	 Result from the fair value measurement of investment property – 5.4 13.4

	 Other operating income / expenses (w / o property development business) – 5.6 1.2

	N on-cash rental income – 4.0 – 7.1

	 Property development business 3.8 2.0

	� Result from other services and result from HB Funds 1 – 2.5 – 1.9

	 Expenses for share-based remuneration 7.0 1.2

	 Profit from the sale of investment property – 15.5 – 18.2

	 Sales expenses 12.6 17.4

Adjusted EBITDA 335.3 351.8

Adjusted EBITDA (in € per share) 1.64 1.77

	N et interest expenses – 203.9 – 237.2

	 Current tax expenses – 7.7 – 5.7

Recurring FFO before sales 123.7 108.9

Recurring FFO before sales (in € per share) 0.60 0.56

Weighted average number of shares (in million, undiluted, excluding treasury shares) 204.8 199.2

1 without depreciation and amortization

-----
EBIT – FFO BRIDGE

Recurring FFO, or FFO I, is the industry benchmark 
figure for recurring earnings from operations. Customary 
practice for listed German real estate companies is to also 
define a payout ratio from the recurring FFO for dividend 
purposes. While FFO definitions of the different compa-
nies may differ slightly, the recurring FFO usually does 
not account for certain cash elements; truly free cash flow, 
however, should take all cash items into account.

Towards that end, GAGFAH has introduced a new key 
figure, cash available for distribution (CAD), as the yard-
stick for defining dividend payments. The tables EBIT-FFO 
Bridge and FFO-CAD Bridge are a reconciliation of EBIT 
as stated in the income statement, first to the Adjusted 
EBITDA (cash EBITDA), then to FFO excluding and includ-
ing sales, and finally to CAD, reflecting the truly free cash 
generated by the Company during the reporting period. 

Straight view on cash
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-----
FFO – CAD BRIDGE

1  	 �Improved operating performance and initial  
interest savings reflected in FFO increase 

2 	�L ower sales volume – focus on portfolio  
quality instead of short-term cash generation

3  	�I ncreased value-enhancing property  
investments

4 	�H igher mandatory amortization built into  
new financings

5  	�C onsists of € 176.0 million equity raised,  
€ 214.2 million net debt repayment,  
€ 60.6 million compensation payments,  
€ 41.6 million arrangement fees and  
€ 32.9 million other costs.

6 	 �2013 was influenced by a lower sales volume and  
material one-offs for refinancing. Cash balance  
as of Dec. 31, 2013, was € 101.9 million. 2014 is 
expected to benefit from better operating perfor-
mance, lower interest expenses and the absence 
of material one-off refinancing expenses, lead-
ing to a target CAD that is expected to cover a 
€ 0.20 – € 0.25 dividend per share for 2014.

7 	 Higher share count from equity event in July 2013

FFO – CAD Bridge
€ million, unless stated otherwise

2013 2012 

Recurring FFO before sales 123.7 108.9

Recurring FFO before sales (in € per share) 0.60 0.56

	 Sales proceeds 144.1 213.1

	 Sales expenses – 12.6 – 17.4

	 Debt repayment – 85.0 – 138.9

FFO including sales 170.2 165.7

FFO including sales (in € per share) 0.83 0.83

	 Capex – 26.3 – 4.1

Adjusted FFO (AFFO) 143.9 161.6

Adjusted FFO (AFFO) (in € per share) 0.70 0.81

	 Mandatory amortization – 23.1 – 11.5

	 EK 02 payment – 15.6 – 15.6

	 Reorganization and restructuring expenses 1 – 6.9 – 4.5

	� Result from other services and result from HB Funds (incl. interest expenses) 1 2.4 1.8

	 Capital structure related payments – 173.2 – 23.2

	 Other – 4.0 – 4.0

Cash available for distribution (CAD) – 76.5 104.6

Cash available for distribution (CAD) (in € per share) – 0.37 0.53

Weighted average number of shares (in million, undiluted, excluding treasury shares) 204.8 199.2

1 without depreciation and amortization

1

2

3

4

5

6

7

Straight view on cash
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Results  
2013

rent growth: 

1.1 %

vacancy rate: 

4.1 %

Recurring FFO: 

€ 0.60  
per share

+ 7 % 
(€ 123.7 m) 

Goals  
2013

rent growth: 

ca. 1 %

vacancy rate: 

4.8 %

Recurring FFO: 

+ 5 – 10 %  

Guidance  
2014

rent growth: 

2 %

vacancy rate: 

3.5 %

Recurring FFO: 

€ 0.80 – € 0.82 
per share

+ ca. 35 % 
(€ 172 m – € 177 m) 

DIVIDEND per share:  

€ 0.20 – € 0.25

outlook 
2015 1

rent growth: 

> 2 %

vacancy rate: 

3.0 %

Recurring FFO: 

€ 0.88 – € 0.90 
per share

+ ca. 10 % 
(€ 189 m – € 194 m) 

DIVIDEND per share:  

€ 0.40 – € 0.50

1	Outlook based on reasonable assumptions and subject to review in the case of material adverse changes.

positive OUTLOOK

We expect substantial improvements on  
our operations and overall performance for  

the benefit of our shareholders

5
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HIGHLIGHTS 2013

Milestones of a turnaround year

----- 
CAPITAL STRUCTURE - DEBT

WOBA portfolio New ~€ 1.1 billion facility loan arranged 
by Bank of America Merrill Lynch with a coupon of 
3.34 %, 99 basis points lower than the previous loan. The 
loan has a five-year maturity and a one-year extension 
option. The scheduled amortization rate is 1.0 % p. a.

GRF portfolio New ~€ 2.0 billion CMBS (GRF-1) with 
a coupon of 2.76 %, 156 basis points lower than the 
previous loan. The loan has a five-year maturity and a 
one-year extension option. The scheduled amortization 
rate is 0.5 % p. a.

NILEG portfolio New ~ € 700 million CMBS (GRF-2) 
with a coupon of 2.71 %, 246 basis points lower than the 
previous loan. The loan has a five-year maturity and a 
one-year extension option. The scheduled amortization 
rate is 0.5 % p. a. 

Acquisition 1 portfolio In July, GAGFAH repaid the 
outstanding loan amount and in October closed a new 
€ 144 million loan with a coupon of 2.87 %, 157 basis 

points lower than the previous loan. The maturity is three 
years plus a one-year extension option. The scheduled 
amortization rate for the core portfolio is 1.0 %. 

OWG portfolio New € 91 million loan with a blended cou-
pon of 3.54 %, 96 basis points lower than the previous loan. 
The maturity is seven years. The scheduled amortization 
rate for the core portfolio is 1.0 %. 

GBH portfolio Two-year extension in October, when 
the loan had a volume of € 197.5 million and a coupon 
of 4.37 %. 

All in all, GAGFAH successfully refinanced more than 
€ 4 billion in only nine months and at significantly better 
rates. The overall average interest rate of 4.35 % as of De-
cember 31, 2012, had come down by 129 basis points to 
3.06 % at the end of 2013. At the same time, the LTV was 
reduced from 65 % to 62 % during the same period and the 
weighted average maturity of the debt more than doubled 
from less than three years to almost six years. 

highlights 2013
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-----
CAPITAL STRUCTURE - EQUITY 

There were two equity events in the reporting year, sub-
stantially increasing GAGFAH’s free float from about one 
third to almost 60 %.

On July 10, Fortress Investment Group placed 20 million 
shares with qualified investors in an accelerated book-
building process, which led to a reduction of their stake 
in GAGFAH from more than 60 % to less than 50 %. At the 
same time, GAGFAH sold another 20 million shares, of 
which 10.5 million were treasury shares and 9.5 million 
were newly issued shares, for net proceeds of approxi-
mately € 176 million.

On December 4, Fortress Investment Group placed 
15 million shares with qualified investors in an accel-
erated bookbuilding process, reducing their stake in 
GAGFAH to about 41 %.

-----
PORTFOLIO 

PORTFOLIO STRATEGY GAGFAH has developed a detailed 
portfolio strategy and clustered its portfolio into a core 
and a regional non-core portfolio. The core portfolio 
comprises about 91 % of the total portfolio value, which 
is located in the 30 largest cities of our portfolio and their 
respective commuter belts. The remaining 9 % of the total 
portfolio value represent the regional non-core port
folio, which is spread over approximately 230 locations. 
The main focus going forward will be on developing the 
core portfolio with value-enhancing investments and 
increased operational performance. GAGFAH intends to 
sell the regional non-core portfolio in the medium term. 

VALUE-ENHANCING INVESTMENTS GAGFAH has identified 
and started implementing a € 250 million value-enhancing 
investment program over the next five years on (i) a target-
ed vacancy reduction program, (ii) the reletting process, 
and (iii) large modernization projects. 

----- 
OPERATiONS

Driven by the focused vacancy reduction program and 
the sale of higher-than-average vacancy assets, GAGFAH 
has brought down the vacancy rate from 5.3 % in the first 
quarter of 2013 to 4.1 % at the end of 2013.

----- 
senior MANAGEMENT

In April, Thomas Zinnöcker, former CEO of GSW Im-
mobilien AG in Berlin, was appointed as member of the 
Board of Directors of GAGFAH S. A. and CEO of GAGFAH 
GROUP for a period of five years. In December, the service 
agreements with the CFO and the COO were extended 
until 2017. There is now an experienced and dedicated 
senior management team in place to lead GAGFAH into 
the next phase. 

Osnabrück,  
Am Vogelsang 2 – 4
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REVIEW 2013

Chronology of major events & accomplishments  

REVIEW 2013

JAN feb mar apr may jun Jul

1

Refinancing € ~1.1 billion WOBA 
loan at 99 bps lower coupon

2

Initiation of portfolio analysis

3

Block sale in Heidenheim marks kick-
off for portfolio optimization

4

FY 2012 results

 5 

Thomas Zinnöcker appointed as 
member of the Board of Directors  

of GAGFAH S. A. and CEO of 
GAGFAH GROUP

6

3M 2013 results

7

AGM and EGM of shareholders

8

Refinancing of € ~2.0 billion GRF  
loan at 156 bps lower coupon

9

Continuation of portfolio analysis 
with definition of a core portfolio 
and a regional non-core portfolio

1

8.86

2
3

4

5

6

7
8

9
10

	 12

	 11.5

	 11

	 10.5

	 10

	 9.5

	 9

	 8.5

	 8

	 7.5



+20 %

REVIEW 2013

aug sep oct nov decJul

14

Finalization of portfolio analysis  
and implementation of portfolio strategy 
with focus on GAGFAH‘s largest 30 cities 

plus their respective commuter belts 

15

Refinancing of € ~700 million NILEG 
loan at 246 bps lower coupon

16

Refinancing of € ~430 million  
additional loans completes debt restruc-
turing. More than € 4 billion refinanced 

in nine months. Overall coupon reduced  
by 129 bps from 4.35 % to 3.06 %

17

9M 2013 results 

18

Fortress placement of 15 million 
GAGFAH shares

19

Extension of service agreements  
with CFO and COO until 2017. 

10

Sale of senior homes in the context  
of portfolio optimization

 11

Equity event with placement of  
20 million GAGFAH shares by 
Fortress and 20 million shares 

 by GAGFAH

12

Definition and roll-out of  
€ 250 million value-enhancing  

investment program over five years

13

6M 2013 results

15

16

17
19

18

10

11

12
13

14

10.70
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2013 was a very exciting year for GAGFAH. It all started with the decision not to sell the WOBA 
Dresden GmbH and to refinance the assets instead of selling the entity. The loan provided by Bank 
of America Merrill Lynch, who eventually securitized the loan in the capital markets, was the door 
opener for refinancing the remaining debt in 2013.

Successful Refinancings as KeY Events Learning our lesson from the WOBA financing in that 
the CMBS market had reopened, we refinanced the ca. € 2 billion GAGFAH facility and the ca. 
€ 700 million NILEG facility directly by way of CMBS without prior underwriting from financial 
institutions. The decision for the GAGFAH CMBS came after we had changed our original plans to 
refinance the debt in various tranches by obtaining secured direct loans from domestic German 
and international banks and insurance companies for more than half of the debt volume and the 
remainder through CMBS. At the time, we had negotiated and signed term sheets for all tranches 
except the CMBS. In the end, however, the terms for CMBS financing were so attractive that in the 
interest of financial headroom going forward we opted for a CMBS financing of the entire debt 
volume. All in all, the refinancing of more than € 4 billion in 2013 at substantially lower interest 
expenses has brought material financial headroom that will allow the Company to resume divi-
dend payments from the year 2014 onwards.

Portfolio Strategy One of the major achievements on the operations side was the development 
and implementation of a clear portfolio strategy as a city player with a core portfolio in 30 cities 
including their commuter belts and a regional non-core portfolio in remote locations across Germany. 
Our condo and regional non-core asset sales over the next five years will fund the € 250 million value-
enhancing investment program that we have implemented to secure long-term organic growth.

Operational Improvements The operations side is clearly improving with significantly lower 
vacancy rates in the course of the previous twelve months and increasing dynamics in reletting 
rents. We are confident that the change program initiated on the level of the operating subsidi-
aries will go a long way towards creating the best-in-class operating platform. By integrating 
property management, asset management and facility management more closely and by taking 
a fresh look for what parts of the business we want to be even closer to our assets and tenants 

Letter to  
our Shareholders

Successfully steering the Company  
through challenging times

Letter to our Shareholders
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and what parts of the business we can centralize and standardize even more, we are preparing the 
operational business of the Group for future growth.

Increased Freefloat In July, the Board resolved to place 20 million GAGFAH shares: 10.5 million 
treasury shares and 9.5 million newly issued shares. Even though the equity raise took place at a 
discount to net asset value, the Board was convinced at the time and is still convinced today that it 
was the right decision to take, as it had five positive impacts: (i) increasing the free float to more than 
50 %; (ii) allowing a headstart on our value-enhancing investment program; (iii) supporting our refi-
nancing efforts; (iv) increasing our ranking within the MDAX to secure membership; and (v) selling 
shares that had previously been bought back at a lower price to generate a profit of around € 20 mil-
lion. While there was a slight dilutionary NAV effect from the equity raise, we were able to maintain 
our original guidance of € 0.60 recurring FFO per share, also on the higher total number of shares.
 
Together with the placing by GAGFAH in July, Fortress Investment Group also placed 20 million 
GAGFAH shares and another 15 million shares in December. Going into the year 2013, Fortress 
started with a stake in GAGFAH of more than 60 % and after the two placings they hold about 41 %, 
substantially increasing the freefloat and the appeal of GAGFAH’s shares to a wider shareholder base.

Corporate Governance Against the background of the increased freefloat and the strategic reposi-
tioning of the Company, the composition of the Board of Directors has also changed. Gerhard Zeiler 
was coopted as new Member and Chairman of the Board of Directors, effective as of March 25, 2014. 
He succeeded one of the three Fortress-affiliated Directors, Jonathan Ashley, who resigned from his 
position as Member and Chairman of the Board on the same date. Mr. Ashley played an important 
role in the Company’s turnaround, most namely through his support and expertise in the 2013 re-
financings. Austrian-native Gerhard Zeiler is an internationally renowned media manager and cur-
rently serves as President of Turner Broadcasting System International, a Time Warner Company. 
Prior to his current position at Turner Broadcasting, Mr. Zeiler held leading positions within the 
RTL Group, Europe’s leading entertainment network, and between 2003 and 2012 was the CEO of 
RTL Group and Member of the Executive Board of the Bertelsmann Group. Mr. Zeiler’s joining the 
Board increases the number of Independent Directors from three to four, with two other Directors 
being Fortress affiliates and the seventh Director being the CEO of the Senior Management Team 
of GAGFAH Group. The Board of Directors is confident that a more balanced composition of the 
Board is in the best interest of the Company and its shareholders.

What’s next? In the previous twelve months, the Company has experienced a tremendous amount 
of change. We have laid the building blocks for a positive and independent future. On these build-
ing blocks, we want to take the next steps, which will primarily focus on sustainable increases of 
the Group’s operational performance, continuous improvements to our capital structure and 
reinstating a dividend starting in 2014. We are confident to be on the right track and see attractive 
opportunities ahead for the benefit of our shareholders. We thank our staff for their hard work 
and dedication, and we thank you as our shareholders for your continued support.

Sincerely yours,

Thomas Zinnöcker
Director and CEO of the Senior Management

Letter to our Shareholders
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Board of Directors

Gerhard Zeiler
(Chairman, Independent Director)

Dr. Jürgen Allerkamp
(Vice-Chairman, Independent Director)

Wesley R. Edens
(Affiliated with major shareholder)

Randal A. Nardone
(Affiliated with major shareholder)

Dieter H. Ristau
(Independent Director)

Yves Wagner, Ph.D.
(Independent Director)

Thomas Zinnöcker 
(CEO of Operating Subsidiaries)

Management of GAGFAH S. A.

GAGFAH S. A. is managed by the Board of Directors  

----- 
Board of Directors

The Board of Directors is responsible for managing the 
Company and is vested with the broadest powers to man-
age the business and to authorize and perform all acts of 
acquisition, disposal and administration falling within 
the purposes of the Company. All powers not expressly 
reserved by the law or by the Articles of Incorporation of 
the Company to the General Meeting of Shareholders are 
within the competence of the Board of Directors. 

The Directors are appointed at the General Meeting of 
Shareholders by a simple majority of the votes cast. Direc-
tors serve for a period not exceeding six years or until their 
successors are elected. Directors may be removed with or 
without cause at the General Meeting of Shareholders by 
a simple majority of the votes cast at such meeting. The 
Directors are eligible for re-election.

The Company’s Articles of Association provide for the 
Board of Directors to include no more than twelve members 
and no less than three members. As long as the shares are 
listed on one or more regulated stock exchanges, the Board 
of Directors must include three Independent Directors. In 
the event of a vacancy in the office of a Director because of 
death, retirement, resignation, dismissal, removal or other
wise, the remaining Directors may fill such vacancy and 
appoint a successor to act until the next Meeting of Share-
holders without regard to the independence requirement. 

Meetings of the Board of Directors require a quorum of at 
least the majority of all Directors present or represented. 
Decisions are taken by a majority of votes cast by the Direc-
tors present or represented at the meetings. In the course of 
2013, the Board of Directors held 14 meetings, each with all 
seven Directors present or represented. Board meetings are 
usually convened with at least one week’s prior notice. 

The Board of Directors currently includes the following 
seven members. Four of them are Independent Directors, 
two are affiliated with the major shareholder and one is 
the Chief Executive Officer of the Operating Subsidiaries.

Management of GAGFAH S. A.
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Gerhard Zeiler (Chairman) Gerhard Zeiler was coopted 
as Member and appointed as Chairman of the Board of 
Directors of GAGFAH S. A. on March 25, 2014. Austrian-
native Gerhard Zeiler is an internationally renowned 
media manager and currently serves as President of 
Turner Broadcasting System International, a Time Warner 
Company. Prior to his current position at Turner Broad-
casting, Mr. Zeiler held leading positions within the RTL 
Group, Europe’s leading entertainment network, and be-
tween 2003 and 2012, he was the CEO of RTL Group and 
Member of the Executive Board of Bertelsmann Group.

Dr. Jürgen Allerkamp (Vice-Chairman) Dr. Jürgen 
Allerkamp was appointed member of the Board of Direc-
tors in October 2006. Until recently, Dr. Allerkamp was 
Chairman of the Board of Deutsche Hypothekenbank 
AG, a subsidiary of NORD / LB. Prior to that position, 
Dr. Allerkamp was a member of the management board 
of NORD / LB for 12 years, where he served as CFO and 
was responsible for commercial real estate. Before joining 
NORD / LB, Dr. Allerkamp was an attorney at WestLB 
and later worked for the Savings and Loan Bank of Dres-
den, where he was appointed to the management board in 
1993. He has degrees in legal and political science. 

Wesley R. Edens Wesley R. Edens is a principal and Co-
Chairman of the Board of Directors of Fortress Invest-
ment Group LLC. Mr. Edens has been Co-Chairman of the 
Board of Directors since August 2009 and a member of 
the Board of Directors of Fortress since November 2006. 
He has been a member of the Management Committee 
of Fortress since 1998. Mr. Edens is responsible for the 
Company’s private equity and publicly traded alternative 
investment businesses. Prior to co-founding Fortress in 
1998, he was a partner and managing director of Black-
Rock Financial Management Inc., where he headed Black-
Rock Asset Investors, a private equity fund. Mr. Edens 
received a B. S. in Finance from Oregon State University.

Randal A. Nardone Randal A. Nardone is a principal and 
has been a member of the Board of Directors of Fortress 
Investment Group LLC since November 2006. Mr. Nardone 
has been a member of the Management Committee of For
tress since 1998. Prior to co-founding Fortress in 1998, Mr. 
Nardone was a managing director of UBS from May 1997 to 
May 1998. Before joining UBS in 1997, he was a principal of 
BlackRock Financial Management, Inc. Prior to joining Black-
Rock, Mr. Nardone was a partner and a member of the exe
cutive committee at the law firm of Thacher Proffitt & Wood. 

Management of GAGFAH S. A.
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Dr. Jürgen Allerkamp
(Chairman)

Gerhard Zeiler

Randal A. Nardone

Gerhard Zeiler
(Chairman)

Dr. Jürgen Allerkamp

Randal A. Nardone

Audit  
Committee

Nomination and  
Compensation Committee

Dieter H. Ristau Dieter H. Ristau was appointed member 
of the Board in October 2006. Before his appointment 
as an Independent Director, Dieter H. Ristau was Chief 
Executive Officer of Allianz Global Investors Luxembourg 
S. A. and Chairman of the Board of Dresdner Internation-
al Management Services Ltd., Ireland, and Dresdner Fund 
Administration Ltd., Cayman Islands. 

Yves Wagner, Ph.D. Yves Wagner, Ph.D., was appointed 
member of the Board in October 2006. He is an Associate 
of The Directors’ Office, the leading practice of independ-
ent Directors in Luxembourg. He has both an academic 
and professional career. He is Doctor of Economic Science 
and a university professor. After a career within the Fortis 
Group, he co-founded “The Directors’ Office”. He still 
teaches and holds chairs at different Universities and Busi-
ness Schools, such as the University of Luxembourg, the In-
stitut de Formation Bancaire, the Agence pour le Transfert 
de Technologies Financières and the Académie Bancaire 
Européenne. He is an advisor in research to the Luxem-
bourg School of Finance. Mr. Wagner is also the President 
of the Luxembourg Society of Financial Analysts. 

Thomas Zinnöcker Thomas Zinnöcker was appointed 
as member of the Board of Directors of GAGFAH S. A., 
effective as of April 16, 2013. Prior to his GAGFAH ap-
pointment, Mr. Zinnöcker served as the Chief Executive 
Officer of GSW Immobilien AG, which he took public in 
May 2011 and during his tenure turned into one of the 

leading listed property companies in Germany. Before 
his work for GSW, Mr. Zinnöcker served in leading posi-
tions especially in the real estate industry, including Chief 
Restructuring Officer for Deutsche Telekom Immobilien 
und Service GmbH, Chief Financial Officer and then Chief 
Executive Officer for Krantz TKT GmbH, Head of Strategic 
Controlling at Deutsche Babcock AG and various senior 
positions within the AEG Group.

Stephen Charlton resigned as member of the Board of 
Directors with effect as of April 16, 2013. He was suc-
ceeded by Thomas Zinnöcker. 

Jonathan Ashley resigned as member of the Board of 
Directors with effect as of March 25, 2014. He was suc-
ceeded by Gerhard Zeiler. 

----- 
committees
 
The Board of Directors may set up committees. Currently, 
there are four committees in place: Audit Committee, Nomi-
nation and Compensation Committee, Securities Dealings 
Committee and Related Party Transaction Committee. 

The purpose of the Audit Committee is to assist the Board 
of Directors in fulfilling its oversight responsibilities relat-
ing to the integrity of the financial statements, including 
periodically reporting to the Board on its activities and the 

Management of GAGFAH S. A.
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Securities Dealings 
Committee

Yves Wagner, Ph.D.

Gerhard Zeiler
(Chairman)

Dieter H. Ristau

Related Party Transaction  
Committee

Yves Wagner, Ph.D.

Gerhard Zeiler
(Chairman)

Dieter H. Ristau

adequacy of internal control systems over financial report-
ing and to make recommendations for the appointment, 
compensation, retention and oversight of, and consider the 
independence of the external auditors and perform such 
other duties imposed by applicable laws and regulations 
of the regulated market or markets on which the shares 
may be listed, as well as any other duties entrusted to the 
committee by the Board of Directors. Audit Committee 
meetings are usually convened with at least one week’s 
prior notice.

The purpose of the Nomination and Compensation 
Committee is to review the compensation policy, make 
proposals as to the remuneration of Executive Directors 
and Senior Management, and advise on any benefit or 
incentive schemes. It shall further assist the Board with 
respect to matters relating to the nomination of Board 
candidates and Committee members. The committee shall 
decide on the qualifications of potential candidates for 
Director positions, evaluate qualified candidates, recom-
mend candidates to the Board for election as Directors 
and propose qualified individuals for election as Direc-
tors by the Annual General Meeting of Shareholders, as 
required. The Committee meetings are usually convened 
with at least one week’s prior notice.

The purpose of the Securities Dealings Committee is to 
approve transactions in GAGFAH securities, to manage 
the ad-hoc disclosure of inside information as required by 
applicable laws and to be point of contact in connection 
with questions and comments relating to potential inside 
information and corresponding duties. Securities Dealings 
Committee meetings are usually convened with at least 
one week’s prior notice.

The purpose of the Related Party Transaction Committee 
is to assist the Board in the review of material related party 
transactions (as defined in the International Accounting 
Standards) to be entered into by the Company and / or its 
subsidiaries (as relevant) to determine whether their terms 
are consistent with market conditions or are otherwise fair 
to the Company and / or its subsidiaries (as the case may 
be), and perform such other duties as may be entrusted to 
it by decision of the Board of Directors from time to time. 
This committee was set up on March 25, 2014.

@

Please see the Company’s website www.gagfah.com  
(  Company  Directors) for more information on the 
Board of Directors.

Management of GAGFAH S. A.
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Senior Management Team

The senior management team is fully responsible  
for the operating business of the Company

The Senior Management Team comprises three mem-
bers. Each member is responsible for certain activities 
and departments of the business, with joint manage-
ment responsibility for the business as a whole. 

Thomas Zinnöcker (CEO) Thomas Zinnöcker was appoint-
ed as CEO of the GAGFAH GROUP effective on April 16, 
2013. Prior to joining GAGFAH, Mr. Zinnöcker was CEO 
of GSW Immobilien AG, which he took public in 2011 
and during his tenure turned into one of the leading listed 
property companies in Germany. Before his work for 
GSW, Mr. Zinnöcker served in leading positions especially 
in the real estate industry, including Chief Restructuring 
Officer for Deutsche Telekom Immobilien und Service 
GmbH, Chief Financial Officer and then Chief Execu-
tive Officer for Krantz TKT GmbH, Head of Strategic 
Controlling at Deutsche Babcock AG and various senior 
positions within AEG Group.

Gerald Klinck (CFO) Gerald Klinck has been with 
GAGFAH GROUP since April 2011 and started out as 
Head of Treasury. On April 1, 2012, he was appointed as 
CFO of GAGFAH GROUP. Gerald Klinck has held vari-
ous positions in the real estate industry for many years. 
He started his career at HSH Nordbank AG in June 1997, 
where he was part of the project management of the 
GEHAG and LEG Schleswig-Holstein joint venture. In 
2003, he was appointed CFO of HSH REAL ESTATE 
CONSULTING GMBH. From 2006, Gerald Klinck was 
employed at GEHAG GmbH (wholly-owned subsidiary 

of DEUTSCHE WOHNEN AG). He was subsequently 
appointed Head of Corporate Controlling and Planning 
at DEUTSCHE WOHNEN AG. In the summer of 2009, he 
became a member of the Executive Board of DEUTSCHE 
WOHNEN AG. Mr. Klinck has a degree in Business Ad-
ministration (Diplom-Kaufmann).

Nicolai Kuss (COO) Nicolai Kuss has been working in vari-
ous positions in real estate business for almost 15 years. 
After working as senior consultant for Arthur Andersen 
and Ernst & Young Real Estate for four years, he was respon-
sible for asset and investment management of residential 
property investments in the Fortress Investment Group in 
Germany from 2004 to 2009. On March 20, 2009, he was ap-
pointed to the management of GAGFAH as Chief Operating 
Officer. Nicolai Kuss manages the operational business of 
GAGFAH. Since August 1, 2012, he has also been responsi-
ble for acquisitions and sales. Nicolai Kuss studied Business 
Administration at the European Business School (ebs) in 
Oestrich-Winkel, the Ecole Supérieure de Commerce in 
Clermont-Ferrand, France, and at the James Madison Uni-
versity in Harrisonburg, Virginia, USA, and graduated as a 
Diplom-Kaufmann (Business Administration degree).

@

Please see the Company’s website www.gagfah.com  
(  Company  Directors) for more information on the 
Senior Management Team.

Senior Management Team
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To me , r e al estat e is all a bou t sustaina bili t y  
and t he r econcili at ion of differ en t stak e - 
holder in t er est s .  Incr e a sing sh ar eholder  

value w hile at t he same t ime serv ing t he  
in t er est s of all ot her stak eholder s is  m y  

fir st and for emost pr ior i t y.

----- 

Thomas Zinnöcker, CEO

T he r igh t c api tal st ruc t ur e is a cor ner stone 
of a st rong r e al estat e compan y. By success - 

fully r efinancing mor e t h an € 4 billion in 2013, 
w e h av e m ade good progr ess .  Bu t t her e is  
mor e to do, especi ally in t er ms of our LT V,  

m at ur i t y profile , debt di v er sific at ion and t he 
u t ilizat ion of in t er est curv e c ycles .

----- 

Gerald Klinck, CFO

Running one of the largest real estate port- 
folios in Ger m an y requires an efficient plat- 

form. We are constantly seeking to improve our  
oper at ing processes – for t he benefi t of our  
t enan ts t hrough bett  er serv ices and in t he  

in t er est of our inv estor s t hrough incr e a sed  
efficienc y. Our focus on t he top 30 ci t ies and  

our oper at ional improv emen t progr am w ill go  
a long way towards achiev ing just that.

----- 

Nicolai  Kuss,  COO



Interview

Building the Future

Mr Zinnöcker, you have now been the CEO for one year. 
What can you report?
Zinnöcker: When I assumed the position of CEO, an 
above-average portfolio quality, a qualified and motivated 
workforce, a traditional residential sector organization 
and a long company history awaited me. Those are good 
starting conditions, on which we intend to draw. In order 
to be able to open the door to the future, we still needed 
two strategic keys: We needed to refinance the Company 
on favorable terms and widen the owner structure. We 
succeeded in both. The Company now has sufficient air 
to breathe again and management has more room to 
manoeuver. We have created new spaces and intend to fill 
them. To this end, we are repositioning ourselves inter-
nally: reversion to the sustainable management concept, 
but within modern structures. We are also carrying out 
external repositioning, with a qualitative growth strategy.

INTERVIEW

Quote

T he compan y now h as sufficien t 
air to br e at he again and 

 m anagemen t h as mor e room  
to m anoeu v er .

----- 

Thomas Zinnöcker, CEO
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What do the new structure and the future strategy 
look like and what does it mean for the workforce 
and tenants?
Zinnöcker: We are not planning any radical cutbacks or 
an abrupt departure from strategy. What we are intending 
to do has long been planned in GAGFAH: the sustain-
able, responsible, value-enhancing management of our 
portfolios. The internal focus is on how we go about this. 
In order to be able to grow organically, we ourselves need 
to become better every day, which means, for example, 
analyzing traditional procedures and giving them future 
viability. To this end, we have created a new organiza-
tional model, which combines process responsibility and 
budget responsibility and grants a degree of entrepre-
neurial freedom to the individual member of staff. The 
core strategy continues to be founded on a solid manage-
ment strategy with selective purchases or sales, wher-
ever this makes long-term sense or is opportunistically 
appropriate. GAGFAH has always had special expertise in 
the large conurbation areas as a provider of affordable 
urban living space for broad sections of the population. 
The effect of demography and migration movements 
is to increase demand in the long term. We therefore 

intend to further develop our expertise in the context 
of a focused urban strategy. In order to be able to grow 
qualitatively, we will make considerable investments in 
our portfolio, which will benefit tenants first and fore-
most. We see modernization, however, both as a driver 
of returns and an engine for growth: financial benefit 
through customer benefit.

INTERVIEW

Quote

Why CAD? Because we think  
that a high degree of  

transparency is very important  
in financial communication.

----- 

Gerald Klinck, CFO
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Mr. Klinck, how important is the new  
financing for GAGFAH?
Klinck: Refinancing more than € 4 billion in one year 
had seemed to be an almost insurmountable challenge. 
But we did it and we did it successfully. What is more, 
we found new lenders who believe in GAGFAH’s asset 
quality and operational capabilities. The € 1 billion 
WOBA loan from Bank of America Merrill Lynch was 
the door opener. For the other two large refinancings we 
approached the capital markets directly without under-
writing from financial institutions and achieved better 
terms yet again. All in all we managed to bring down our 
interest rate by almost 130 basis points in only one year. 
This gives us the headroom we need for a sustainable 
business model.

Do you intend to reduce the LTV further? 
Klinck: The LTV is the ratio between debt and gross asset 
value. At the end of 2013, we were at 62 %, which is more 
towards the upper end of the range of what the market is 
looking for. Mandatory amortization and release payments 
from condo and non-core asset sales will help to reduce 
the overall debt volume. At the same time, we are investing 
€250 million in value-enhancing capex over five years and 
expect an improved operational performance. This will 
allow us to reduce our LTV to about 53 % by 2018.

Quote

GAGFAH offer s affor da ble  
urban living space to broad sections 

of t he popul at ion. W e wan t to  
giv e people not only a place to liv e,  

bu t a home .

----- 

Nicolai  Kuss,  COO
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You have introduced a new figure, CAD.  
What was the reason?
Klinck: We think that a high degree of transparency is 
very important in financial communication. The recur-
ring FFO is a good yardstick to measure sustainable earn-
ings from the operating business. But there are certain 
one-offs for real estate companies that are usually not 
included in FFO, such as scheduled amortization, capex 
investments, EK 02 taxes or financing-related one-off 
expenses. Our calculation from FFO to CAD takes exactly 
that into account. So CAD shows the free cash that is 
really available for a given period and that can then be 
distributed in the form of dividends.

How important is politics?
Klinck: Energy-efficient modernization, sewer rehabili-
tation, rental cap, modernization levy, amortization 
limits, rent index, urban development subsidy, areas des-
ignated as eligible for assistance, co-operation between 
municipalities: All these can ultimately have an impact 
on earnings. A number of things need to change – but 
what precisely and how and when is unclear. As a CFO, 
you could sometimes wish for more planning certainty, 
but GAGFAH has sufficient flexibility. In so far as they 
can be identified, the major lines of development give us 
measured confidence, even if regulation details are likely 
to be decisive in the end.

Mr Kuss, as the COO, where will you set priorities  
in the operating business?
Kuss: We intend to extend our urban strategy, develop our 
efficient platform for this, manage it from a portfolio point 
of view and thereby further increase operating efficiency. 
Our employees are being given more individual responsi-
bility and decision-making autonomy. The aim is to facili-
tate customer relationships through leaner processes and 
even more local presence. We are relying on employees 
that are best acquainted with the properties in question 
and are closest to the tenants. To this end, we will set up 
45 local customer service points across Germany. We want 
to increase the portfolio quality, grow returns through 
modernization and, of course, continue to improve our 
operating performance.

What does that mean for the real estate portfolio?
Kuss: Modernization, portfolio optimization, lower-
ing the vacancy rate, all under the umbrella of an urban 
strategy. Where we are already strong, in our 30 largest 
cities, we intend to become even stronger. We intend to 
continue to sell our regional non-core assets. We will use 
considerable modernization investments to maintain and 
increase our portfolio quality. Urban and modernization 
strategies will lower the vacancy rate even further. We are 
not planning luxury renovations: GAGFAH offers a home 
to around 300,000 people, including many young and 
old people and families with many children, to whom we 
have given a service commitment. We will keep to this; 
anti-social upgrading strategies do not fit here. Housing 
must remain affordable. 

What can tenants expect?
Kuss: GAGFAH offers affordable urban living space to 
broad sections of the population. This is what we are 
good at and what we intend to focus on to make things 
even better in future. In urban areas, that means paying 
attention to social factors in addition to financial ben-
efit, maintaining green spaces, proceeding with ecologi-
cal sensitivity and attending to cases of hardship when 
they occur. We want to give people not only a place to 
live, but a home, to be able to focus less on the dwelling 
unit and more on the human being in his or her social 
relationships. Examples include joint neighbourhood 
management schemes and housing for the elderly. This 
is possible in urban areas, particularly if collaboration 
with social associations, local authorities and other 
stakeholders works well.

What are the challenges for 2014?
Zinnöcker: We intend to reinforce our long-term revenue 
prospects and restructure the organization at the same 
time. This requires all those involved to have a dual man-
agement focus this year in order, ultimately, to be closer 
to the customer and still generate more from every euro 
of rent for value-enhancing investments, loan repayments 
and dividend payments. However, I am confident that we 
will get this right, because we are a strong company again 
with good portfolio quality and motivated employees. 
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AGM venue

General Meetings  
of Shareholders 

Shareholder Meetings are the primary forum for shareholders  
to express their view and share their concerns

General Meetings of Shareholders 

The 2013 Annual General Meeting of Shareholders (AGM) 
and an Extraordinary General Meeting of Shareholders 
(EGM) took place on June 12, 2013, in Luxembourg. All 
resolutions were approved as proposed with results well 
above 90 %. 

The resolutions of the AGM included the approval of the 
financial statements, the allocation of results, the discharge 
of Directors, the confirmation of the appointment of Mr. 
Jonathan Ashley and Mr. Thomas Zinnöcker as Directors as 
well as the extension of the authorization of the Company 
to purchase, acquire, receive or hold shares in the Compa-
ny, as further detailed in the Directors’ Report on page 69. 

The EGM resolved to authorize the Board of Directors to 
repurchase and cancel shares in the Company during a 
period ending on March 31, 2014, as further detailed in 
the Directors’ Report on page 69. 

The next General Meeting of Shareholders is scheduled to 
take place on June 12, 2014, at the Chambre de Commerce 
Luxembourg, 7, Rue Alcide de Gasperi, Luxembourg Kirch-
berg. An AGM invitation will be sent to our shareholders.

@

Please see the Company’s website www.gagfah.com  
(  Investor Relations  Annual General Meeting) for a  
full description of all agenda items and voting results  
of the 2013 AGM and EGM as well as for the Articles  
of Association (  Company).
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GAGFAH S. A.  
Shares

Strong Performance in 2013

-----
Successful capital increase in 2013

On December 31, 2013, the number of shares of GAGFAH 
S. A. totaled 215,952,555, of which 648,507 shares were 
held as treasury shares. 

Capital increase in 2013

Number  
of shares

December 31, 2012 206,452,555

of which 
11,148,507 were 

treasury shares

Capital increase July 10, 2013 + 9,500,000

December 31, 2013 215,952,555

of which  
648,507 were 

treasury shares

With the exception of treasury shares, each share rep-
resents one vote and all shares have the same dividend 
rights. Voting rights of the shares held in treasury by the 
Company are suspended for as long as such shares are 
held in treasury. 

-----  
2013: a good year for most stocks

Supported by low interest rates and positive economic 
outlooks, most share prices in the US, Europe and Asia 
increased in the course of 2013. The leading Wall Street 
index, Dow Jones, grew the strongest in almost ten years, 
Japan’s Nikkei Index even increased by more than 50 % 
and recorded the best performance in more than 40 years. 
The German DAX reached new highs in 2013 and closed 
25 % higher year on year. The MDAX performed even 
better in 2013 and grew almost 40 %, driven mostly by 
the strong performance of service providers such as Sky 
Deutschland and manufacturers such as Dürr and Leoni. 

GAGFAH S. A. Shares
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-----  
gagfah outperformed peers & EPRA Europe 
After a record performance in 2012, where the GAGFAH 
stock outperformed not only most European and global 
real estate stocks but also the general indices by growing 
123 %, the performance in 2013 was still very positive, 
albeit not as strong as the year before. Closing at € 10.70 at 
the end of 2013, GAGFAH’s shares had risen by more than 
20 %, outperforming both the peer group and the EPRA 
Europe index, but falling short of the MDAX development. 

During the year, the share price fluctuated between a low of 
€ 8.16 on March 12 and a high of € 10.83 on December 12. 
The average trading volume on Xetra alone increased from 
221k shares in the first half to 284k shares in the second 
half of the year. Including all trades on Xetra, trading floors, 
block sales and the two equity events, about 100 million 
shares found a new owner between July and December  
alone. This represents almost 50 % of the total number 
of shares and made GAGFAH a highly liquid stock in the 
second half of 2013. 

 
 

 

GAGFAH S. A. Shares as of December 31, 2013 /  
For the Full Year 2013

ISIN LU0269583422

German Security Identification Code A0LBDT

Reuters Symbol GFJ.DE

Bloomberg Symbol GFJ.GR

Xetra share price on Dec. 31, 2013 € 10.70

Highest share price in 2013 (Xetra) € 10.83

Lowest share price in 2013 (Xetra) € 8.16

Average daily trading volume in ‘000 (only Xetra) 254

Number of issued shares 215,952,555

Number of treasury shares 648,507

Freefloat market capitalization (€ million) 1,349.4

Total market capitalization (€ million) 2,310.7

Stock exchange listing

Frankfurt Stock 
Exchange,  

Regulated Market  
(Prime Standard)

Segment (Industry Group) Real Estate

Major indices membership
MDAX, EPRA,  

GPR indices

Share price up 20 % in 2013 

  GAGFAH    MDAX    EPRA Europe

Source: Reuters (normalized at 100)
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-----
broader Shareholder base

GAGFAH started the year with a freefloat of about one 
third of all outstanding shares. Following the two equity 
events in July, where Fortress Investment Group and 
GAGFAH placed 20 million shares each, and in Decem-
ber, where Fortress Investment Group placed 15 million 
GAGFAH shares, the freefloat increased to almost 60 % 
by the end of 2013. The new shareholders are mostly 
long-term dedicated real estate specialists from the US 
and various European countries. 

End of 2012

60.8

33.8

5.4

end of 2013

41.3
58.4

0.3

increased free float 
in %

  free float 

  Fortress funds

  treasury shares

GAGFAH S. A. Shares
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INVESTOR RELATIONS 

In touch with the financial community

INVESTOR RELATIONS 

-----
stepping up communication  
with the Financial Community

We are confident that our substantially increased en-
gagement with the financial community alongside our 
day-to-day investor relations work go a long way towards 
explaining the business and enhancing investors’ aware-
ness and understanding of the Company. We are firmly 
convinced that a continuous and open dialogue with 
the capital markets and all stakeholders as well as a large 
degree of transparency in the financial disclosures and 
investor relations work will ultimately support the capi-
tal market’s perception of GAGFAH and contribute to a 
positive share price performance. 

GAGFAH significantly stepped up its investor relations 
activities in 2013. All in all, Management and Investor 
Relations presented during 13 roadshows, attended eight 
investor conferences, conducted more than a dozen 
property tours and hosted numerous of bilateral investor 
meetings and calls. 

-----
GAGFAH Turnaround 
reflected in broker coverage

The estimates of the various brokers covering the stock of 
GAGFAH S. A. were substantially more positive at the end 
of 2013 as compared to the prior year. While at the end 
of 2012, only four of the 15 covering analysts had had a 
positive rating, seven had had a neutral rating and four a 
negative rating. The average target price had been € 8.57.

As of December 31, 2013, the view had clearly been more 
optimistic. Of the 16 covering analysts, 13 recommended 
the GAGFAH stock with a “buy” rating with target price 
ranges between € 11.00 and € 13.00, and the remaining 
three had a neutral rating with target price ranges between 
€ 10.00 and € 11.00. The average target price was € 11.74.

@

Please see the Company’s website www.gagfah.com  
(  Investor Relations  Share  Analysts) for the most 
recent overview of broker recommendations.

Contact Details  
Rene Hoffmann, Head of Investor Relations,  
phone: + 352 266 366 21, rhoffmann@gagfah.com 
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Quote

Kempen Silvia  
Quandt 

Research

Bank of  
America /  

ML

Gold- 
man  

Sachs

DZ  
Bank

Commerz-
bank

Indepen- 
dent  

Research

LampeDeutsche 
Bank

JP  
Morgan

Warburg

€ 8.57

€ 11.74

Beren- 
berg

Baader  
Bank

Kepler  
Cheuvreux

HSBC

Analyst coverage As of December 31, 2012
in €

  buy    hold    sell    average target price

12.00

10.00

8.00

6.00

4.00

2.00

2012

Kempen Nord 
LB

MetzlerBank of  
America /  

ML

Gold- 
man  

Sachs

Commerz-
bank

Indepen- 
dent  

Research

LampeABN  
Amro

Deutsche 
Bank

JP  
Morgan

WarburgBeren- 
berg

Baader  
Bank

Kepler  
Cheuvreux

HSBC

Analyst coverage As of December 31, 2013
in €

  buy    hold    sell    average target price

14.00

12.00

10.00

8.00

6.00

4.00

2.00

2013

Our goal is to promot e t he appe al of an  
inv est men t in GAGFAH and t he confidence in  

t he compan y t hrough an open and t imely  
di alogue w i t h our inv estor s , analysts and  

ot her C api tal M ar k et Part icipan ts .

INVESTOR RELATIONS 
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PORTFOLIO
STRATEGY



PORTFOLIO
STRATEGY



A real estate company must  
have a clear portfolio strategy  
that guides its decision-making  

when it comes to the properties and 
the different local markets.



Property Portfolio

ca. 91 % in the 30 biggest cities and their commuter belts 

GAGFAH GAGFAH Market

Top 30 cities

Fair 
value

(€ million)
Residential 

units

Net cold 
rent multiple
(target rent)

Net cold
rent (€/sqm)

Vacancy
rate residential

Vacancy 
rate change 

y-o-y1

Small 
household

growth2
Market rent 

(€/sqm) 3

Dresden 1,805.2 37,263 13.2 4.92 3.6 % – 1.4 % 7.1 % 5.03

Berlin 826.1 15,260 13.7 5.14 1.6 % – 0.8 % 4.0 % 5.26

Hamburg 676.8 9,129 15.7 5.70 0.9 % 0.0 % 8.4 % 6.67

Hanover 369.2 5,864 13.7 5.69 4.7 % – 1.1 % 7.6 % 5.84

Heidenheim 227.6 4,139 12.7 5.48 9.9 % – 3.9 % 11.1 % 5.53

Cologne 193.1 1,854 15.4 6.69 2.6 % 0.1 % 12.2 % 6.92

Osnabrück 190.8 3,484 13.5 5.27 2.8 % 0.2 % 13.1 % 5.41

Bielefeld 182.9 4,169 11.9 4.58 1.2 % – 0.8 % 9.0 % 4.69

Braunschweig 155.7 3,144 12.5 5.26 0.8 % – 0.4 % 6.1 % 5.37

Essen 142.6 2,258 11.9 5.36 7.8 % 0.5 % 4.9 % 5.71

Freiburg 139.1 1,772 14.8 6.35 0.7 % – 0.6 % 13.4 % 6.92

Zwickau 98.9 3,086 10.8 4.13 12.6 % – 1.2 % – 11.7 % 4.38

Frankfurt 93.1 1,218 14.4 7.66 0.8 % – 0.4 % 8.5 % 8.20

Bonn 83.4 1,119 14.1 5.97 3.5 % 0.1 % 9.9 % 6.28

Leverkusen 80.0 1,404 13.3 5.54 2.0 % – 2.1 % 6.9 % 5.76

Nuremberg 70.8 1,040 14.3 6.31 0.3 % – 1.3 % 10.9 % 6.28

Stuttgart 70.1 830 15.5 7.89 0.1 % – 0.4 % 13.1 % 7.76

Iserlohn 69.0 1,676 11.7 4.55 5.3 % – 2.7 % 2.0 % 4.69

Bremen 68.4 1,499 11.7 4.96 5.6 % – 1.9 % 3.6 % 4.92

Dortmund 64.3 1,221 13.0 4.81 2.0 % 0.0 % 6.1 % 5.10

Göttingen 62.8 1,356 12.5 5.21 0.7 % 0.3 % 2.3 % 5.35

Düsseldorf 62.1 485 19.2 6.99 2.5 % – 0.6 % 13.5 % 7.20

Duisburg 53.1 1,430 9.6 4.65 22.3 % 0.2 % 1.5 % 4.81

Wuppertal 49.7 1,108 11.3 5.22 9.7 % – 2.0 % 0.9 % 5.27

Erfurt 46.4 889 13.1 5.29 0.2 % – 0.1 % – 1.0 % 5.38

Munich 45.0 398 20.3 6.23 0.0 % 0.0 % 13.5 % 9.33

Mannheim 42.0 724 13.0 5.95 1.5 % – 0.8 % 9.8 % 5.97

Karlsruhe 30.4 457 14.1 6.78 0.4 % – 2.1 % 9.6 % 6.66

Kiel 30.2 713 11.8 5.10 2.7 % – 0.1 % 4.7 % 5.23

Lübeck 29.0 685 13.0 5.37 3.9 % – 0.4 % 3.9 % 5.47

Subtotal Top 30 Cities 6,057.9 109,674 13.5 5.26 3.6 % – 1.0 %

Remaining core 954.7 17,829 13.2 5.25 5.0 % – 1.2 %

Regional Non-core 669.7 15,693 11.5 4.78 8.3 % 0.4 %

Total 7,682.3 143,196 13.3 5.21 4.1 % – 0.9 %

1 Dec. 2013 compared to Dec. 2012
2 Source: Federal Department of Construction and Urban Development (estimated one- and two-person household growth between 2010 and 2030) 
3 Source: CBRE

property portfolio

32

consolidated annual report 2013



GAGFAH GAGFAH Market

Top 30 cities

Fair 
value

(€ million)
Residential 

units

Net cold 
rent multiple
(target rent)

Net cold
rent (€/sqm)

Vacancy
rate residential

Vacancy 
rate change 

y-o-y1

Small 
household

growth2
Market rent 

(€/sqm) 3

Dresden 1,805.2 37,263 13.2 4.92 3.6 % – 1.4 % 7.1 % 5.03

Berlin 826.1 15,260 13.7 5.14 1.6 % – 0.8 % 4.0 % 5.26

Hamburg 676.8 9,129 15.7 5.70 0.9 % 0.0 % 8.4 % 6.67

Hanover 369.2 5,864 13.7 5.69 4.7 % – 1.1 % 7.6 % 5.84

Heidenheim 227.6 4,139 12.7 5.48 9.9 % – 3.9 % 11.1 % 5.53

Cologne 193.1 1,854 15.4 6.69 2.6 % 0.1 % 12.2 % 6.92

Osnabrück 190.8 3,484 13.5 5.27 2.8 % 0.2 % 13.1 % 5.41

Bielefeld 182.9 4,169 11.9 4.58 1.2 % – 0.8 % 9.0 % 4.69

Braunschweig 155.7 3,144 12.5 5.26 0.8 % – 0.4 % 6.1 % 5.37

Essen 142.6 2,258 11.9 5.36 7.8 % 0.5 % 4.9 % 5.71

Freiburg 139.1 1,772 14.8 6.35 0.7 % – 0.6 % 13.4 % 6.92

Zwickau 98.9 3,086 10.8 4.13 12.6 % – 1.2 % – 11.7 % 4.38

Frankfurt 93.1 1,218 14.4 7.66 0.8 % – 0.4 % 8.5 % 8.20

Bonn 83.4 1,119 14.1 5.97 3.5 % 0.1 % 9.9 % 6.28

Leverkusen 80.0 1,404 13.3 5.54 2.0 % – 2.1 % 6.9 % 5.76

Nuremberg 70.8 1,040 14.3 6.31 0.3 % – 1.3 % 10.9 % 6.28

Stuttgart 70.1 830 15.5 7.89 0.1 % – 0.4 % 13.1 % 7.76

Iserlohn 69.0 1,676 11.7 4.55 5.3 % – 2.7 % 2.0 % 4.69

Bremen 68.4 1,499 11.7 4.96 5.6 % – 1.9 % 3.6 % 4.92

Dortmund 64.3 1,221 13.0 4.81 2.0 % 0.0 % 6.1 % 5.10

Göttingen 62.8 1,356 12.5 5.21 0.7 % 0.3 % 2.3 % 5.35

Düsseldorf 62.1 485 19.2 6.99 2.5 % – 0.6 % 13.5 % 7.20

Duisburg 53.1 1,430 9.6 4.65 22.3 % 0.2 % 1.5 % 4.81

Wuppertal 49.7 1,108 11.3 5.22 9.7 % – 2.0 % 0.9 % 5.27

Erfurt 46.4 889 13.1 5.29 0.2 % – 0.1 % – 1.0 % 5.38

Munich 45.0 398 20.3 6.23 0.0 % 0.0 % 13.5 % 9.33

Mannheim 42.0 724 13.0 5.95 1.5 % – 0.8 % 9.8 % 5.97

Karlsruhe 30.4 457 14.1 6.78 0.4 % – 2.1 % 9.6 % 6.66

Kiel 30.2 713 11.8 5.10 2.7 % – 0.1 % 4.7 % 5.23

Lübeck 29.0 685 13.0 5.37 3.9 % – 0.4 % 3.9 % 5.47

Subtotal Top 30 Cities 6,057.9 109,674 13.5 5.26 3.6 % – 1.0 %

Remaining core 954.7 17,829 13.2 5.25 5.0 % – 1.2 %

Regional Non-core 669.7 15,693 11.5 4.78 8.3 % 0.4 %

Total 7,682.3 143,196 13.3 5.21 4.1 % – 0.9 %

1 Dec. 2013 compared to Dec. 2012
2 Source: Federal Department of Construction and Urban Development (estimated one- and two-person household growth between 2010 and 2030) 
3 Source: CBRE
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Hamburg

dresden

Hanover

cologne

berlin

Bielefeld

Osnabrück

göttingen

Kiel

Bremen

Lübeck

Zwickau

Leverkusen

duisburg
Düsseldorf

bonn

Stuttgart

nuremberg

Heidenheim

Munich

Frankfurt

mannheim

Karlsruhe

Freiburg

Erfurt

Braunschweig

Essen dortmund

iserlohn
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	� Dresden	 23.5 %
	 Berlin	 10.8 %
 	 Hamburg	 8.8 %
	 Hanover	 4.8 %
	 Cologne	 2.5 %
 	 Other	 49.6 %

10.8

23.5

8.8
4.8 2.5

49.6%

	� Top 30 Cities and  
Commuter Belts

 	� Remaining  
Portfolio

9

91

%

Fact

T he av er age scor e of our top 30 ci t ies is in t he  
top t hir d of t he r ank ing on t he ov er all ou t look 

 for 402 Ger m an ci t ies and coun t ies .

Source: “Prognos Zukunftsatlas 2013”, a research report that analyzes 402 German cities and counties in terms  
of demographics, labor market, socio economics and competition / innovation
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Increasing amount of value-enhancing investments
Illustrative Chart

Capitalized

 � Large capex projects

  Turnover investments

 �V acancy reduction  
investments

Expensed

  Repairs

 � Ongoing maintenance

20132012 2014 E

Recent years had been characterized by investing mostly 
what was necessary on repairs and maintenance to pre-
serve the status quo. This allowed the Company to keep the 
vacancy rate at approximately 5 % and grow rents more or 
less in line with rent tables (“Mietspiegel”) during a period 
that was largely impacted by the refinancing requirements 
in 2013 which we have now resolved.

This allows us to now return to developing the assets 
through value-enhancing investments. Towards that end, 
we have defined a € 250 million investment program over 
a period of about five years. We started the program in 
2013 by investing ca. € 30 million, and we expect to invest 
approximately € 70 million in 2014. The years 2015 – 2017 
are expected to see about € 50 million of value-enhancing 
investments per year.

The investments basically fall into these three categories:
--- Large capex projects: This includes the repositioning 

of entire buildings through extensive refurbishments, 

often including energy efficient renovation of the façade, 
modernization of roofs, heating systems, entrance areas 
and balconies etc.

--- Turnover investments: We are investing in indi-
vidual flats in order to benefit from the positive rent 
dynamics in various local markets. By upgrading the 
apartment to a higher standard (new bathroom etc.), 
we are able to offer a better product for which we can 
then charge a higher rent. This will also be a main 
driver behind the expected performance improve-
ments on rent growth.

--- Vacancy reduction investments: During the period of 
careful property spending we built up a pool of vacant 
units in good locations. These vacancies are usually not 
the result of insufficient market demand but rather of 
the below-average quality of the product in a given lo-
cation. We have focused on this category first and seen 
very positive results as indicated by the substantially 
lower vacancy rate at the end of 2013.

Property Investments

Sustainable investments for long-term growth
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Statement



TRUST



TRUST



Trust and Reliability are key values 
for successful management.  

it is our responsibility to preserve 
these values every day.



In its long history, one of the key success factors of 
GAGFAH GROUP has always been the ability to adapt to 
an ever changing environment. This includes a perma-
nent reflection about what we do, how we do it, what 
our customer’s expectations are and how we align the 
interests of our shareholders, our employees and our 
customers. 

We believe that our size, our significant presence in the key 
residential markets and our scalable operating platform 
make us one of the leading providers of affordable housing 
for low- to medium-income households in Germany. Our 
operating subsidiaries are full-scale service providers for a 
broad range of property and facility management services. 

We consider our significant nationwide market presence 
as a competitive advantage over less diversified property 
companies.

-----
City Player 

Our focus is on Germany’s metropolitan and urban 
centers. More than 90 % of our portfolio is located in our 
30 largest cities and their respective commuter belts. 
Given the continuous urbanization trend in Germany, 
we believe that the biggest potential for the residential 
industry lies in the cities.

Where We  
want to Go

2000

73.1

2005

73.4

2015 (E)

74.6

2020 (E)

75.6

2025 (E)

76.9

2030 (E)

78.8

2010

73.8

Continuous Trend of Migration to Cities
 % of people living in German cities

Source: Federal Statistics Office (2014)
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-----
GAGFAH 2015 Change Process

We want to generate shareholder value through sustain-
able and growing cash flows, increasing net asset value and 
sustainable dividends. In the course of the third quarter 
2013, with the major refinancings largely completed or 
well underway and with a less financial-engineering-driven 
and more real-estate-based, strategic view on the busi-
ness, GAGFAH initiated a change program for growth, 
named GAGFAH 2015. The objective is to implement the 
best-in-class operating platform and processes to help the 
company recapture a leading role in the Germany residen-
tial industry. At the heart of the change program is the fun-
damental question “For what parts of the business do we 
want to be even closer to the tenants and what parts of the 
business should we standardize and centralize even more.”

Essentially, the key targets of the change program are as 
follows:

--- Take 360-degree focus on our assets with asset, property 
and facility management teams working hand in hand

---  Focus on property management services and quality im-
provements by moving closer to our tenants and assets

--- Centralization of all standardized processes and efficiency 
improvements for the different core, support and service 
processes

Our portfolio strategy is subject to continuous develop-
ment and supplemented by a property strategy to ensure 
the sustainable management of our real estate portfolio. 
This forms the basis on which we take our decisions on 
sales, investments and acquisistions. We see moderniza-
tion as a driver for growth, and we will invest € 250 mil-
lion in value-enhancing modernization measures over 
the next five years. At the same time, we are divesting 
regional non-core properties to increase the efficiency 
of our operating platform. These units are managed by 
a separate group of real estate managers with a view 
towards selling the properties.

Going forward, our focus will be on a sustainable man-
agement concept. GAGFAH 2015 will enable us to create 
the efficient structures we need by streamlining processes 
and procedures. This will be of benefit to our customers 
and will lower our costs at the same time. We are alredy 
very well positioned in terms of overhead costs. When it 
comes to management costs, we have considerable room 
for improvement. The GAGFAH 2015 change process, 
which is being implemented step by step, will allow us to 
lift this potential. The first steps have been made and we 
expect the final implementation of all processes in 2015.

Quote

Our objec t i v e is to implemen t  
t he best-in - cl ass oper at ing pl at for m  

and processes to r ec ap t ur e a  
le ading role in t he Ger m an  

r esiden t i al indust ry.
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SUSTAINABILITY

Growing focus on an increasingly relevant subject

As a listed residential company in Germany, GAGFAH 
is well advised to reconcile the needs of all stakeholders 
even if these needs may appear to compete against each 
other at times. Successful companies are able to deliver 
shareholder value in combination with high customer 
satisfaction, highly engaged employees, well-balanced 
business partnerships and good reputation in the politi-
cal and public arena. When one adds to this the ability 
to adjust to social changes and a sense of responsibility 
regarding the impact of one’s actions on the environ-
ment, then the result is a sustainable company. It is far 
more than just another project, it is a major challenge 
and a major opportunity for a management team. 
Creating a sustainability culture needs a clear vision, a 
well-defined decision process, extraordinary communi-
cation and participation behavior and last but not least 
the power to hold on even in tough times. GAGFAH‘s 
new management team intends to follow this path. 
While we are still at an early stage, there is no doubt 

that you cannot reach your goal if you do not move in 
the right direction.

That is why GAGFAH acknowledges its responsibility 
in terms of sustainability. Investors, tenants, employees 
and all other stakeholders rightfully expect GAGFAH to 
live up to the high expectations, and long-term success 
requires a good track record in all aspects. There is 
already a multitude of good examples for sustainable 
and responsible behavior of GAGFAH in many different 
areas. So sustainability is by no means a new subject for 
GAGFAH . The next step will be to get to a clear definition 
of a detailed sustainability concept and a more systematic 
approach. This will also include the definition of specific 
goals for the future and a system for tracking and meas-
uring our success in a clear and transparent form.
 
Below is an overview of certain initiatives that are under-
way and largely have been underway for quite some time.

SUSTAINABILITY
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----- 
Responsibility for Our Employees

A motivated and qualified team is key for achieving the 
Company’s goals. The challenges of previous years have 
shown that our employees have a great sense of commit-
ment and perseverance. The picture below is from the 
2013 GAGFAH Cup in Berlin, an annual event that brings 
employees from the different locations together.

GAGFAH GROUP is an attractive employer in the competi-
tion for talented and highly-qualified personnel. Employees 
of GAGFAH are members of a nationwide team of special-
ists, mainly in the field of real estate but also in many other 
areas, and as the employer it is GAGFAH GROUP’s respon-
sibility to support the different professional needs to make 
sure that each employee can develop and contribute his or 
her skills and capabilities to each other’s mutual benefit.

Professional Training, Apprenticeships and Continued 
Education Investments in talent are investments in the 
future, and the training programs and apprenticeships are 
designed to make sure GAGFAH GROUP will continue 
to enjoy the support from motivated and highly-skilled 
personnel across all hierarchy levels.

Offering a broad spectrum of career opportunities is a 
key element in securing today’s up-and-coming genera-
tion, and there are currently 93 apprentices in the various 
different job programs for commercial and technical real 
estate professions. High-quality training programs as well 
as the opportunity to start work within the organization 
after completion of the training are cornerstones of suc-
cessful apprenticeships.

SUSTAINABILITY
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Among the specific examples of our success in this field, 
and proof that an apprenticeship at GAGFAH is both a 
challenge and an opportunity, is the award that one of 
our apprentices received as one of the best apprentices 
within the real estate profession in the Federal State of 
Saxony and the fact that the Chamber of Industry and 
Commerce in Dresden recognized the WOBA Dresden 
subsidiary as having an “Apprenticeship Program of 
Excellence” for 2013.

In addition to the apprenticeships, GAGFAH also actively 
supports more experienced employees who choose 
to enhance their qualifications. This usually happens 
through the GAGFAH Academy, which was set up in 
2009 to offer our workforce a very diverse development 
program. It includes a number of training programs 
for further education and study programs that allow 
employees to continue their regular job at GAGFAH. 
Pursuing additional qualifications alongside one’s day 
job is a particular burden, and GAGFAH GROUP offers 
flexible solutions to enable employees to manage both 
challenges. An average of 10 to 15 employees choose to 
enroll in further training programs per year.

Flexible Working Times GAGFAH GROUP has been offer-
ing its employees different solutions for flexible work-
ing times, in which the Company tries to reconcile the 
employee’s wishes and the Company’s needs as best as 
possible. Furthermore, GAGFAH GROUP is working on 
intelligent part-time models to support especially work-
ing mothers and fathers but also other employees who are 
struggling to balance their working life and their families.

Remuneration Structure and Proportion of Male and 
Female Employees The employees of GAGFAH GROUP 
are paid on the basis of their qualification and perfor-
mance. There is no discrimination on the basis of sex, age, 
ethnic background, religious beliefs or sexual orientation. 
GAGFAH GROUP and its subsidiaries act in accordance 
with applicable collective bargaining agreements and 
company agreements, including their pay structures as 
well as minimum wage agreements.

Equal opportunities for men and women are important 
to GAGFAH. As of December 31, 2013, the breakdown 
across the entire Group was as follows:

Headcount GAGFAH GROUP

Headcount GAGFAH GROUP 1,567

Men 65 %

Women 35 %

Women in leadership positions 28 %

Excluding the facility management employees, the major-
ity of whom are men, the total headcount is 724. Of that 
number, 39 % are men and 61 % are women.

International Interns For a number of years, GAGFAH 
GROUP has been successfully cooperating with the IS 
Düsseldorf, a language institute that is associated with 
the Swedish Training Institute “Folksuniversitetet” and 
works closely with large Swedish universities, offering 
internships in Germany to Swedish students learning 
German. An intern program includes a three-month lan-
guage course at the language institute and a three-month 
internship at a German company. GAGFAH GROUP’s 
experience with Swedish students has been very posi-
tive, which is why in past years, the Company has been 
offering one or two internships twice a year. Given the 
academic background of most students, the majority of 
them spend most of their internship time in corporate 
finance, controlling and accounting.

LTIP for All Employees in Leadership Positions We view 
the alignment of the Company’s leaders’ targets with the 
interests and expectations of the shareholder community 
as a crucial element of success. Making sure all parties 
share the same goals will most likely lead to a better out-
come for the mutual benefit of both groups. That is the 
reason why at the end of 2013, against the background 
of the “GAGFAH 2015” change program, the Senior 
Management team developed a long-term incentive plan 
(LTIP) for employees in leadership positions below the 
Senior Management. This group includes department 
heads and employees with managerial responsibilities 
in operations as well as in the headquarter. All in all, 
40 employees are beneficiaries under the new LTIP. The 
program is laid out for a three-year period between the 
financial years 2014 to 2016. 
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Depending on the leadership role of the individual employ-
ee, a certain number of phantom stock options are granted 
each year during the LTIP period and based on meeting 
specific targets. The Senior Management will set these 
targets for each year of the program during the budget pro-
cess for that year. For each of the three installments, there 
will be a three-year waiting period before the phantom 
stocks vest. Once they have vested, beneficiaries will have 
12 months to exercise the options they have earned. Due to 
administrative and tax reasons, options will be settled on a 
net cash basis. The LTIP, therefore, will not have an impact 
on the total share count of the Company. The total volume 
of the LTIP is up to 364,500 phantom stocks. The vesting 
of the options hinges on two criteria immediately linked 
to the total shareholder return: NAV per share growth and 
dividend yield on NAV. 

Internal Communication We consider an open commu-
nication among employees and across all hierarchies as 
crucial for our success. Communication is key in making 
sure everybody works towards the same goals and pulls 
in the same direction. GAGFAH encourages its employees 
to actively communicate both horizontally on the same 
hierarchy levels and vertically with superiors and directs. 
Only when employees feel that they can make their voice 
heard and contribute to the dialogue and development 
of the business will the Company be able to unlock its 
full potential. The central departments and the regional 
offices have regular meeting sessions within the organi-
zational units and also across different departments to 
ensure a regular flow of information. 

In 2013, the GAGFAH GROUP implemented a full re-
launch of the Intranet. The main objectives were to make 
relevant information more swiftly available for every-
body within the organization and to store important 
documents and information in a more readily available 
form. The re-launch also included a new design and more 
user-friendly navigation to substantially enhance the In-
tranet as a meaningful means of communication. Analy-
ses of traffic on the new Intranet pages clearly shows a 
higher degree of acceptance among the staff.

We also conducted an employee survey in 2013 in order 
to gain a comprehensive understanding as to how our 
staff views their role and situation within the Company 
and how they perceive GAGFAH as an employer. Almost 

two thirds of all employees responded to this voluntary 
and anonymous survey. Among the main results on 
the positive side were the high level of staff motivation, 
good cooperation between teams, and the adequate 
work-life-balance. Negative responses included primarily 
a perceived lack of career opportunities and insufficient 
vertical communication. The management views these 
results as important indicators of the sentiment within 
the organization and has developed an action plan to 
address the shortcomings that resulted from the survey. 
GAGFAH intends to conduct regular employee surveys 
going forward to continuously measure the track record 
of the steps that have been implemented as a result to 
the responses and the sentiment within the organiza-
tion. All results of the survey and all results of future 
surveys have been and will be communicated exten-
sively within GAGFAH in order to further strengthen 
the staff’s confidence.

GAGFAH 2015 Having learned from other change manage-
ment processes in- and outside the industry, we have 
decided to carefully integrate the views, ideas and man-
power of the employees into the GAGFAH 2015 change 
program. The program is being managed and driven by 
our own staff rather than external consultants. Key per-
sonnel from GAGFAH has developed the architecture of 
the change program and more than 200 volunteers from 
all departments and hierarchy levels are contributing to 
the process. The challenge is to synchronize 40 different 
work streams within the change program while ensuring 
improving operational performance. Driven by a clear 
perspective for the future of GAGFAH and the opportu-
nity to make personal contributions, the team is highly 
motivated and right on track. 

The change management process is supported by com-
prehensive regular and event-driven communication 
between the senior management, the change manage-
ment core team and the overall staff. By way of meet-
ings, e-mail newsletters and postings on the Intranet, 
the timely internal communication guarantees that the 
entire organization is not only informed but involved 
in the process. 

Code of Conduct In its meeting on March 25, 2014, the 
Board of Directors asked the Senior Management to im-
plement a Code of Conduct for GAGFAH S. A.’s operating 
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subsidiaries. This Code of Conduct will reflect GAGFAH’s 
awareness of its responsibility to shareholders, employ-
ees, customers, business associates and to the public. 

It shall clearly demonstrate the Company’s conviction 
that the strict compliance and conformity with legal and 
ethical norms are an elementary part of this responsibility 
and the system of values.

The Code of Conduct shall summarize essential legal and 
ethical principles of GAGFAH GROUP’s actions and pro-
vide employees with a guide to support them in dealing 
with the legal and ethical challenges of their day-to-day 
work. The Code of Conduct shall represent a guideline 
that applies to everyone and is valid throughout the 
whole Group.

----- 
Social responsibility

GAGFAH Foundation “Mensch und Wohnen” First and 
foremost the GAGFAH foundation strives to improve the 
relations and coexistence between different generations 
in the dwellings of the GAGFAH GROUP. The foundation 
funds community centers, playgrounds and institutions 
with a focus on social activities.

The GAGFAH foundation only supports non-profit activi-
ties. Its work aims to support younger and older genera-
tions and their living together, mostly in dwellings of the 
GAGFAH GROUP. 

The GAGFAH GROUP has equipped the foundation with 
a capital stock of € 5 million. Among the projects the 
foundation has been supporting and continues to sup-
port are the following:

W e ar e gl ad a bou t GAGFAH li v ing up to i ts soci al  
r esponsibili t y in t he differ en t neighbor hoods .  

Their support enabled us to offer adv ice and hands - on 
assistance to t hose in need r igh t w her e t he y li v e .  

T h at is  and con t inues to be one of t he  
most importan t cor ner stones for t he pe aceful  

coe xist ence of people .

----- 

Ute Schlothauer,  
Managing Directors of Trägerwerk  
Soziale Dienste in Sachsen GmbH
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Project Wohlers Eichen in Bremen In cooperation with 
the “Täter-Opfer-Ausgleich Bremen e. V.” (Aggressor 
Victim Reconciliation) and the Community Center 
Wohlers Eichen, the foundation has supported the or-
ganization of a sail boat trip as well as various vacation 
activities for school children, such as making musical 
instruments from vegetables and jewelry manufactur-
ing. Future projects include an upgrade of the bike 
repair shop and a journey of the youth parliament to the 
German capital. 
 

ProjeCt Canarisweg in Hanover In cooperation with 
“Miteinander für ein schöneres Viertel” (Together for a 
Better Neighborhood), the foundation has set up and 
supports the maintenance of an internet café including 
computer training, the Kids Club daycare facility and a 
weightlifting room.

 

Project Bergmannsfeld in Essen In cooperation with 
the “Sozialdienst katholischer Frauen” (Local Chapter of 
Catholic Women Organization), the foundation has been 
financially supporting the position of a social worker 
for the local chapter. The Bergmannsfeld properties are 
characterized by a comparatively large share of immigrant 
families, and the Sozialdienst katholischer Frauen offers 
assistance in various ways, such as grocery shopping, sup-
port in dealing with the authorities, language courses for 
non-German-speaking people, etc. 

Project Leuben in Dresden The foundation supports the 
“Trägerwerk Soziale Dienste” (TWSD) in Sachsen GmbH 
(non-profit social organization), mainly by providing 
office space within the Leuben district to help the TWSD 
meet its goal of allowing the elderly and people with dis-
abilities to live a self-determined life within their familiar 
environment. The TWSD supports senior citizens in deal-
ing with the authorities, organizing care services, grocery 
shopping or transfer services for doctors’ visits.
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Sponsoring In the course of 2013, GAGFAH supported 
a number of social, athletic and cultural projects with 
donations totaling more than € 600,000, which is in line 
with the amount of prior years. Among the beneficiaries 
were a community center, the debt consulting services 
of a nation-wide operating social agency, initiatives to 
improve relations among our tenants, different sports 
clubs and a social institution that provides homework 
assistance to school children. 

-----
Environmental Awareness

Energy Efficiency by Fine-tuning Heating Systems
GAGFAH has started several pilot projects with ennovatis 
GmbH, an energy management systems provider, with 
the objective of reducing the energy consumption of heat-
ing systems. Ennovatis installs remotely-operated, digital 
measuring devices that permanently monitor the water 
temperature of the heating system. The data is analyzed 
by ennovatis, who then suggest adjustments to the heat-
ing system’s set-up to make it run more efficiently. Many 
heating systems run at substantially more than the 60 de-
grees Celsius, which are required by law to make sure all 
bacteria and germs are killed. By reducing the temperature 
to the required 60 degrees Celcius, energy savings of 5 % 
to 10 % are usually possible. One third of the savings is for 
the benefit of the tenants, another third finances ennovatis’ 
investment into the undertaking and the remaining third 
flows to GAGFAH. 

Intelligent Waste Management GAGFAH has imple-
mented waste management projects in several of its 
dwellings in different cities. The general idea behind the 
waste management projects is to separate different types 
of waste more effectively, thereby reducing CO2 emissions 
and saving waste disposal fees. By disposing recyclable 
waste in the dedicated waste bins and not in the residual 
waste bin, more recyclable material remains in the recy-
cling loop. An external partner advises tenants, helps with 
the right allocation of different wastes into different bins 
and regularly checks the bins to make sure they contain 
the right types of waste. The positive effect is twofold: On 
the one hand, it helps to reduce the residual waste volume 
and therefore reduces the CO2 emission. One kilogram of 

plastic or other recyclable material that is kept in the recy-
cling loop and not disposed in the general waste bin equals 
about 1 kilogram reduced CO2 emission. The property in 
Essen Freisenbruch with 354 apartments managed to re-
duce its residual waste volume by about 22,000 kilograms 
year-on-year, equalling 62 kilograms per household. On 
the other hand, it lowers the overall waste fees, as recycling 
bins are usually free of charge. 

Collecting and Recycling Used Clothes In coopera-
tion with different partners focused on the recycling of 
used clothes, GAGFAH has set up almost 150 dedicated 
containers on its properties in different cities. The 
partners regularly collect used clothes and make sure 
the sites remain clean. The clothes are then sorted by 
hand and sold usually to countries in Eastern Europe or 
Africa, where they are often a welcome and compara-
tively inexpensive way to obtain clothing. This form of 
recycling minimizes the burden on the environment 
and its resources. According to the Bureau of Interna-
tional Recycling, collecting 1 kilogram of used clothing 
can reduce 3.6 kilogram of CO2 emissions, 6,000 liters 
of water consumption, 0.3 kilogram of fertilizers and 
0.2 kilograms of pesticides. 
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----- 
GAGFAH: A Reliable local Partner

As a large landlord in many cities across the country, 
GAGFAH has a viable interest in maintaining good rela-
tions with different political parties, municipal adminis-
trations and social groups. A continuous dialogue with 
the different stakeholders is essential in making sure 
that the interests of our tenants and our interest as the 
landlord are reconciled with the demands of the other 
parties in a given city or micro location.

Among the specific examples for such partnerships is 
Dresden, where for more than two years now there have 
been continuous consultations on various levels, and 
the Lord Mayor of Dresden, Helma Orosz, emphasizes 
the good relations between GAGFAH and the City of 
Dresden. A case in point leading to tangible results is 
the discontinuation of the demolition program ahead 
of its completion. Originally and as part of the purchase 
agreement, GAGFAH had agreed to dismantle close to 
4,000 units in light of what was then perceived to be a 
supply overhang. The supply-demand balance has se
verely changed in the meantime as a result of Dresden’s 
population growth so that the City had approached 
GAGFAH with the request to not dismantle the remain-
ing units in the demolition program.

Another example is Hamburg, GAGFAH’s third largest loca-
tion. Constructive talks with different stakeholders in the 
city have led to specific action plans for the mutual benefit 
of everyone involved through hands-on progress in neigh-
borhoods that have been facing various social challenges 
for many years. Together with the authorities and other 
landlords in the vicinity, GAGFAH has supported and de-
veloped various initiatives for improving the neighborhood 
and relations among tenants. Concrete action plans for a 
neighborhood improvement program are currently being 
worked out together with the municipality and local lenders 
and are scheduled to be implemented starting in 2014.

Other examples include Heidenheim, where the City ad
ministration and GAGFAH GROUP are jointly working to 
further improve the Oststadt district and to have it included 
in the “Soziale Stadt” program. Potential funds from this 
program would allow additional investments in the neigh-
borhood to further add to the appeal of the location. In 
Freiburg, GAGFAH has been working with the city adminis-
tration, tenant representatives, churches and other parties to 
promote the coexistence in a multiethnic neighborhood, and 
the energy-efficient modernization of a larger property in 
the neighborhood was made possible with additional funds 
that came from the Federal State and the City of Freiburg.
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Our r el at ions w i t h GAGFAH h av e not always been e asy. Dur ing  
t he l ast t wo ye ar s, how ev er , w e h av e r ebuilt t he t rust and  

today there is great cooper ation bet w een us. This includes man y 
aspec ts, especi ally t he neighbor hood projec t in Leuben, t he  

in t egr at ion of immigr an ts and t he t er minat ion of t he  
dism an t ling progr am on w hich w e h av e agr eed toget her .

----- 

Helma Orosz,  
Lord Mayor of Dresden and Deputy President  

of the German Association of Cities



----- 
Responsibility for Our Tenants

Social Charters In the context of acquiring the various 
subportfolios and entities, GAGFAH agreed on social 
charters for several of these subportfolios and entities, as 
is customary practice when public owners sell real estate 
to commercial organizations. While the individual obliga-
tions, specific details and periods during which the regu-
lations apply vary between different social charters, some 
elements are similar and may include amongst others:

--- Limitations on rent increases; 
--- Restrictions on the right to terminate lease agreements;
--- Minimum property investment amounts per square 

meter and year;
--- Preemptive rights for tenants to buy the flat in which 

they live in the case we make the decision to sell it. If a 
tenant decides to buy, in these cases usually a discount 
to the market price must be offered;

--- Protection from termination for some staff to the extent it 
had already been employed at the time of the acquisition;

--- Sales restrictions, e. g. a maximum annual sales volume 
or a minimum portfolio size that must be maintained.

We appreciate the rationale and the relevance of the social 
charters. Under some social charters, we prepare annual 
compliance reports for our social charter counter parties, 
and there is ample opportunity for them to request ad-
ditional information, others are reviewed by an external 
auditor annually.

At the same time, there is no material conflict between 
our internal business plans and the social charters, as 
our business plans are often in line or even go above 
and beyond what is required by the economic hurdles in 
the social charters. For example, the minimum prop-
erty investment requirements stipulated in the differ-
ent charters are lower than what we have factored into 
our business case. Hence, we feel the social charters 
are an important element of our business environment 
but they do not present an obstacle for us on our path 
towards achieving our goals. 
 

Independent and In One’s Own Home GAGFAH has 
entered a cooperation agreement with the “Deutsche 
Gesellschaft für Seniorenbetreuung” (DGS), who offers 
free-of-charge advice to our tenants when it comes to as-
sisted living in their own flat, 24 / 7 emergency availabil-
ity, consulting on senior-adequate housing equipment, 
or information on special offers for senior citizens. Our 
tenants can call a toll-free number and make an appoint-
ment with a DGS representative in their own flat to 
discuss their individual needs. 
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Being a t enan t associ at ion, w e ar e against t he  
pr i vat izat ion of publicly ow ned r e al estat e . How ev er ,  

since t he history in Dr esden c annot be r ew r i tt  en,  
we are making the best of it. When it comes to representing  

our member s, GAGFAH is a r eli a ble part ner w i t h w hom  
problems c an be discussed in a const ruc t i v e m anner .

----- 

Peter Bartels,  
Chairman Of Dresden Tenant Association
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-----
GAGFAH At A Glance

GAGFAH S. A. is a joint stock corporation incorporated in 
Luxembourg and organized under the laws of the Grand 
Duchy of Luxembourg, qualifying as a securitization 
company under the Luxembourg Securitization Law of 
March 22, 2004. The core business of our operating sub-
sidiaries within the GAGFAH GROUP is the ownership 
and management of a geographically diversified and well-
maintained residential property portfolio in Germany. 

GAGFAH is a large owner and operator of residential 
real estate in Germany. Our portfolio includes more than 
143,000 own residential units that are mostly located in 
large German cities and their respective commuter belts. 
We believe that our size, our significant presence in the key 
residential markets and our scalable operating platform 
make us one of the leading providers of affordable housing 
for low- to medium-income households in Germany. Our 
operating subsidiaries are full-scale service providers for a 
broad range of property and facility management services. 

Our objective is to generate shareholder value through 
sustainable and growing cash flows, increasing net asset 
value and sustainable dividends by efficiently managing 
our portfolio, carrying out value-enhancing property in-
vestments, pursuing accretive growth opportunities, and 
realizing value through selected asset sales. 
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Residential Portfolio Clustered by NET COLD RENT,  
excluding vacant units 
in %

≤ 3.00 € / sqm

3.01 – 3.50 € / sqm

3.51 – 4.00 € / sqm

4.01 – 4.50 € / sqm

4.51 – 5.00 € / sqm

5.01 – 5.50 € / sqm

5.51 – 6.00 € / sqm

6.01 – 6.50 € / sqm

6.51 – 7.00 € / sqm

> 7.00 € / sqm

0.7

1.3

4.7

13.2

21.3

24.3

15.8

8.8

4.3

5.7

Residential Portfolio Clustered  
by Federal State 
in %

  Saxony

 � North Rhine- 
Westphalia

  Lower Saxony

  Berlin 

  �Baden- 
Wurttemberg

  Hamburg

  �Schleswig- 
Holstein

  Bavaria

  Hesse

  Bremen

  Other
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20
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11
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3
3

2 2 3

non-restricted vs. restricted residential portfolio
in %

Restriction  
expires

  2014 – 2015

  2016 – 2017

  2018 – 2019

  2020 – 2024

  non-restricted   2025 – 2029

  restricted   ≥ 2030

87 13 58

14

4

3

13

8
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Residential Portfolio Clustered by Unit Size
in %

≤ 40 sqm

40 – 49 sqm

50 – 59 sqm

60 – 69 sqm

70 – 89 sqm

> 90 sqm

10

17

5

23

23

23

What We Own We own residential properties, mostly 
located in 30 of our largest cities and urban concentra-
tions. Our total portfolio comprises more than 143,000 
apartments with a total of 8.7 million square meters. The 
average apartment size is 61 square meters. Approxi-
mately 18,500 units (ca. 13 %) are publicly subsidized, 
rent-restricted apartments. The average construction 
year for our portfolio is 1965, with the majority of our 
buildings built between the mid 1950s and the mid 
1970s. Our portfolio is characterized by a stable tenant 
base with an average tenant tenure of approximately 
eleven years and a fluctuation rate of 10.9 %. 

In addition to our core residential portfolio, we own 
approximately 1,600 commercial units, primarily retail 
stores located on the ground floor of our residential 
apartment buildings, and approximately 30,000 parking 
spaces, which typically belong to our residential apart-
ment buildings. 
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-----
Industry

Overall Economic Environment After growing 3.2 % in 
2012, the world economy is expected to have grown at 
a slightly lower pace in 2013 (2.9 %). According to the 
International Monetary Fund (IMF), there is an increasing 
shift in growth rates among the industrialized countries 
on the one hand and the threshold and developing coun-
tries on the other. While the latter have been losing some 
of their pace, the industrialized countries, which had 
been clearly lagging the developing world with respect to 
growth momentum, are increasingly gaining ground. In 
spite of this trend, however, the absolute growth rate in 
the developing world is still substantially higher with an 
estimated 4.5 % (2013) and 5.0 % (2014) as compared to 
an estimated 1.6 % (2013) and 2.6 % (2014) for the USA, 
for example (Source: Deutsche Bundesbank 2013). 

For the Eurozone, still ridden by financial uncertainty and 
fiscal challenges of some of its members, the IMF expects 
a decline in the overall growth rate of 0.4 % for 2013 and 
a moderate growth of 1.0 % in 2014. Germany, which is 
continuously perceived as the driving engine on the conti-
nent, is forecast to grow at 0.5 % in 2013 and 1.4 % in 2014, 
hence clearly above the expectation for the Eurozone as a 
whole (Source: Deutsche Bundesbank 2013).

As in prior years, the German labor market was robust in 
2013. After a seasonal increase in unemployment in the 
beginning of the year, the unemployment rate declined to 
6.7 % at the end of 2013, essentially exhibiting a sideways 
trend for 2013 (Source: Federal Statistics Office 2013b). 

The consumer price index in Germany in 2013 was 1.5 % 
overall (2012: 2.0 %), reflecting the lowest increase since 
2010 (1.1 %). Main drivers for the inflation rate were food 
products with an average of 4.4 % compared to 2012. In 
contrast to prior years, energy prices grew more slowly 
at a moderate 1.4 % and therefore below overall inflation. 
Among the different sources of energy, the picture was 
very heterogeneous: while electricity prices increased 
by almost 12 %, prices for heating oil (– 6.0 %) and fuel 
(– 3.4 %) were below the 2012 levels (Source: Federal Sta-
tistics Office 2014a). 

German Residential Real Estate Market The real estate 
industry, as in most other countries, is a major contribu-
tor to the economy. In 2011, the brokerage, management, 
trade and letting of real estate contributed € 264 billion of 
gross value to the German economy, representing 12 % of 
the total gross value added. This compares to € 226 billion 
(10 %) for the trading industry, € 164 billion (7 %) for the 
health sector, and € 81 billion (4 %) for the automotive in-
dustry. Including third-party services, such as architects, 
lenders, consultants or construction companies, the real 
estate industry employs more than 2.8 million people 
(Source: DV and gif 2013). 

The residential market is an important submarket within 
the overall real estate industry, and Germany’s housing 
market is the largest in Europe with more than 41 million 
units. Of that amount, approximately 42 % are inhabited 
by owner-occupiers, 37 % are owned and let by retail 
investors and the remaining 21 % are in the hands of 
professional owners (Source: BMVBS 2013). 

In terms of new supply, new construction activity has 
significantly cooled off since its peak with about 500,000 
newly constructed units annually during the 1990s. The 
first five years of the new millennium had still seen an an-
nual average of 275,000 new units, while the second half 
of this millennium’s first decade recorded only 182,000 
new units per year (Source: Federal Statistics Office 2012). 
Since then, construction activity has slightly picked up to 
more than 200,000 per year, but this is still substantially 
below what most researchers consider as sufficient supply 
in the context of an increasing demand, which is driven 
by a growing number of households (Sources: Federal 
Statistics Office 2014b; empirica 2014; ifo Institut 2013). 
This is exacerbated by the fact that an estimated 0.3 % to 
0.5 % of the housing stock are taken off the market each 
year (Source: GdW 2013). 

Accommodation represents the largest expense item in a 
household’s budget. Based on 2012 data, rent and utility 
expenses make up about 24 % of a household’s consumer 
expenses in Germany, followed by transportation and 
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communication (16 %) and food, beverages and tobacco 
products (15 %). In an international context, the share of 
rent-related expenses in Germany is lower than the EU 
average and lower than in countries such as France, Italy, 
Finland, Sweden or the United Kingdom (Source: Federal 
Statistics Office 2013a). 

With regards to the political and legal environment, the 
new government has announced that it intends to imple-
ment new legislation that aims to curb rent growth in 
certain strained markets. Accordingly, several guidelines 
towards that end have been included in the coalition 
agreement and are currently going through the legisla-
tive process. It is not clear yet what the outcome is going 
to be and when a new law may be passed. 

Based on the current status and the intentions com-
municated thus far, it appears that rent levels for new 
lettings might be capped at 10 % above the previous 
rent level, and rent growth as a result of modernization 
expenses might be rolled back once the investment has 
been amortized. It is widely expected within the real 
estate industry that the implementation of additional 
rent growth caps on top of the rent legislation already in 
place, particularly the plans referring to the reversal of 
rent increases after the amortization period of an invest-
ment, would bring much needed investment in the real 
estate stock virtually to almost a complete halt. 

GAGFAH, alongside most other players in the real estate 
industry, will be monitoring the developments very close-
ly. Absent of specific legislation, it is impossible to forecast 
specific impacts on our business, but we remain optimistic 
that final legislation should not have a material impact. 

Real Estate Prices Since 2004, the German residential 
market has been largely moving sideways with a slight 
upward trend during the past three years. Based on the 
real estate price index prepared by empirica, the overall 
index is up 8 % since 2008, with the rent level index up 
11 % and the purchase price index up 5 %. For both indi-
ces, the growth in urban centers has been substantially 

stronger than in rural areas. Between 2012 and 2013, the 
purchase price index went up 4 % while the rent level 
index went up 3 % (Source: empirica 2014).

Demographic Development While the population in 
Germany is expected to decline to below 80 million by 
2025, the total number of households is forecast to grow 
until at least 2025 (Sources: Demografieportal 2012; 
Federal Statistics Office 2011a and 2011b). This growth 
is fueled by an increasing number of one- and two-per-
son households, which is expected to overcompensate 
the decline in households with three or more persons. 
The Federal Statistics Office expects the number of one- 
and two-person households to grow by 12 % from less 
than 30 million in 2009 to more than 33 million in 2030 
(Source: Federal Statistics Office 2011a). Furthermore, 
the average square meter space per person is continu-
ously growing. In 2009, the average person in Germany 
inhabited 42.5 square meters. By 2012, this number had 
already increased to 46.7 square meters (+ 10 %) (Source: 
Federal Statistics Office 2014c).

In terms of regional development within Germany, there 
is an increasing trend towards urbanization, as more and 
more people are moving from the more rural areas to the 
country’s urban centers. Approximately 73 % of the popu-
lation lived in cities at the beginning of this century, and 
this number is forecast to increase to more than 78 % by 
2030 (Source: Federal Statistics Office 2010). The popu-
lation of cities such as Dresden, Berlin and Hamburg is 
forecast to grow by up to 5 % and more between 2009 and 
2025, while the more rural areas especially in the eastern 
part of Germany are expected to see a population decline 
of up to 15 % and more (Source: Demografieportal 2012).
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Condensed Consolidated Income Statement 
for the period from January 1 to December 31, 2013
€ million

2013 2012
(adjusted)

Income from the leasing of investment property 829.8 825.9

Transferable leasehold land interest – 2.2 – 2.0

Operating expenses for the generation of rental income (excluding share-based remuneration) – 455.0 – 438.4

Profit from the leasing of investment property 372.6 385.5

Income from the sale of investment property and assets held for sale 144.1 213.1

Carrying amount of the sold investment property and assets held for sale – 128.6 – 194.9

Profit from the sale of investment property and assets held for sale 15.5 18.2

Result from the fair value measurement of investment property 5.4 – 13.4

Income from the sale of property development projects 1.1 4.7

Carrying amount of property development projects sold – 1.0 – 3.4

Profit from the sale of property development projects 0.1 1.3

Result from other services 1.0 2.3

Selling expenses (excluding share-based remuneration) – 12.1 – 13.8

General and administrative expenses (excluding share-based remuneration) – 34.9 – 35.1

Expenses for share-based remuneration – 7.0 – 1.2

Other operating income 8.8 11.8

Other operating expenses – 7.1 – 16.0

Profit from operations before reorganization and restructuring expenses 342.3 339.6

Reorganization and restructuring expenses – 7.2 – 4.5

Earnings before interest and taxes (EBIT) 335.1 335.1

Interest expenses – 220.6 – 249.5

Interest income 0.8 1.7

Other financial expenses – 0.1 – 0.1

Result from the fair value measurement of derivatives 1.5 2.1

Refinancing expenses – 67.9 – 3.9

Net financing expenses – 286.3 – 249.7

Earnings before taxes (EBT) 48.8 85.4

Income taxes – 45.5 – 37.7

Net result 3.3 47.7

Net result attributable to:  

Non-controlling interests 3.5 4.5

Shareholders of the parent company – 0.2 43.2

-----
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income From tHe leasing oF investment propertY The 
leasing of investment property is our core business and 
hence the primary component of our income from opera-
tions. Our strategy is to raise rents to market levels while 
maintaining occupancy and the quality of accommoda-
tion. Rents are continuously evaluated against market 
levels and adjusted over time.

The income from the leasing of investment property in 
2013 was € 829.8 million after € 825.9 million in 2012 
and is composed of:

€ million

2013 2012

Rental income, fees 554.6 566.6

Allocations charged 274.1 258.1

Other 1.1 1.2

Total 829.8 825.9

Approximately 67 % (€ 554.6 million) of the income from 
leasing was attributable to rental income and fees. The 
average portfolio in 2013 was about 2.4 % (ca. 3,700 units) 
smaller than in 2012, and as a result, the rental income 
declined by 2.1 % year on year. Excluding the impact from 
sales, the net cold rent grew by € 6.0 million or about 
1.1 % in 2013.

Approximately 33 % (€ 274.1 million) of the income from 
leasing was related to charges to tenants for recoverable 
operating expenses (allocations charged). The increase 
in allocations charged, mainly due to extraordinary high 
heating expenses in the first months of 2013, overcom-
pensated the decrease in rental income and fees and led 
to an increase of income from the leasing of investment 
property overall. 

Rental income is net of vacancy. Due to the continuation 
of our successful vacancy reduction program, our vacancy 
rate continued to decline and was 4.1 % at the end of 2013 
(prior year: 5.0 %), equaling an occupancy rate of 95.9 %.

OPERATING EXPENSES FOR THE GENERATION OF RENTAL INCOME 
Operating expenses in 2013 increased to € 455.0 million 
after € 438.4 million in the prior year and consist of the 
following items:

€ million

2013 2012

Real estate operating expenses 243.4 227.7

Real estate tax 23.5 24.2

Operating expenses  
recoverable from tenants 266.9 251.9

Repair and maintenance costs 78.0 81.8

Personnel expenses 63.7 59.6

Bad debt allowances 8.0 7.4

External costs for real estate 
management 6.9 6.8

Administrative expenses 11.5 9.9

Real estate operating expenses 4.7 5.6

Real estate tax 0.4 0.5

Amortization and depreciation on 
intangible assets and property, 
plant and equipment 1.6 2.1

Other 13.3 12.8

Non-recoverable operating  
expenses 188.1 186.5

Total 455.0 438.4

Operating expenses for the generation of rental income 
include expenses that are mainly recoverable from our 
tenants such as heating, electricity, water, sewage and 
real estate taxes as well as non-recoverable expenses such 
as maintenance costs and personnel expenses. We are 
expanding the services of our facility management compa-
nies to reduce external costs and to gain more independ-
ence from third party services. This led to a shift between 
some of the cost types (see table above).

Recoverable operating expenses were € 266.9 million in 
2013 compared to € 251.9 million in 2012. The increase 
is the result of higher heating expenses during the last 
winter as well as new cable TV contracts in the context of 
expanding our multimedia services for our tenants.
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Non-recoverable operating expenses were € 188.1 million 
in 2013 compared to € 186.5 million in the prior year.

The consolidated repair and maintenance costs were 
€ 78.0 million in 2013 after € 81.8 million in 2012 (– 4.6 %). 
The amount of work carried out by our 100 % affiliated 
facility management companies was significantly increased, 
while the external costs could be reduced. The repair and 
maintenance expenses are accompanied by a higher amount 
of capex of € 26.3 million (prior year: € 4.1 million).

Therefore, with a view on the per square meter figures, an 
increase from € 10.68 per square meter in the prior-year 
period to € 13.84 per square meter in 2013 can be noted.

The following table illustrates our repair and maintenance 
expenses and our capital expenditures:

€ million (unless stated otherwise)

2013 2012

Repairs and maintenance  
expenses 1 95.0 91.5

Capex 26.3 4.1

Total investment volume 121.3 95.6

Residential square meters  
(in thousand sqm) 8,762 8,947

Average investment volume 
(€ / sqm) 13.84 10.68

1 Including work carried out by affiliated companies.

We are continuing to increase our share of repair and 
maintenance work in-house, as we believe that doing 
this type of work with our own resources enables us 
to respond to our tenants’ needs more quickly and to 
provide a better service. Therefore, personnel expenses in 
2013 increased to € 63.7 million after € 59.6 million in the 
prior-year period, largely as a result of a growing number 
of caretakers responsible for the facility management of 
our own properties.

The increase of administrative expenses to € 11.5 million 
during 2013 after € 9.9 million during the prior year is 
mostly attributable to expenses in connection with our 
facility management services caused by a higher number 
of employees.

PROFIT FROM THE LEASING OF INVESTMENT PROPERTY (NOI) 
The profit from the leasing of investment property was 
€ 372.6 million for 2013 compared to € 385.5 million for 
2012, on the basis of approximately 2.4 % or about 3,700 
fewer units on average and higher real estate operating 
expenses.

The profit from the leasing of investment property (NOI) 
represents the excess of income from the leasing of invest-
ment property (rents and other charges to tenants) over 
land rent expenses and related operating expenses for the 
generation of rental income and is computed as follows:

€ million

2013 2012

Rental income, fees 554.6 566.6

Allocations charged 274.1 258.1

Other 1.1 1.2

Income from the leasing  
of investment property 829.8 825.9

Transferable leasehold land  
interest – 2.2 – 2.0

Operating expenses – 455.0 – 438.4

Profit from the leasing of  
investment property (NOI) 372.6 385.5

 
The profit from the leasing of investment property (NOI)
decreased to € 372.6 million from € 385.5 million. This 
effect is mainly attributable to the sales-related decline of 
rental income. The increase in allocations charged cor-
responds with a simultaneous effect in the operating ex-
penses. The individual effects have been explained above.
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SALE OF INVESTMENT PROPERTY AND ASSETS HELD FOR SALE 
We closed the sale of 2,001 units for a total consideration 
of € 144.1 million in 2013. Of that amount, 613 units for 
€ 58.0 million came from our condo sales program and 
the remaining 1,388 units for € 86.1 million were block 
sales. The block sales included the sale of land, a larger 
asset in Heidenheim with high vacancy rates as well as 
the sale of five senior homes, all of which occurred in the 
context of our ongoing efforts to optimize our portfolio.

Our condo sales break down as follows:

condo sales

FY 2013 FY 2012

Sold units 613 937

Gross proceeds (€ million) 58.0 82.0

Carrying value (€ million) – 47.0 – 65.5

Gross margin in % 23.4 25.1

NCR multiple 19.6 19.2

 
Although the number of sold units and the gross proceeds 
in 2013 were considerably lower than in the prior year, we 
accomplished a slightly better NCR multiple.

RESULT FROM THE FAIR VALUE MEASUREMENT OF INVESTMENT 
PROPERTY The value of our investment property includ-
ing assets held for sale amounts to € 7,682.3 million and 
represents a stable net cold rent multiple of 13.3 as of De-
cember 31, 2013. The result from the fair value measure-
ment in 2013 was a small gain of € 5.4 million after a loss 
of € 13.4 million in the prior year.

The valuation relating to the block sale assets, which have 
been reclassified as assets held for sale, led to a loss of 
€ 1.0 million for the full year. For the remaining properties, 
the valuation resulted in a gain of € 6.4 million for 2013.

As in prior years, the fair value measurement was con-
ducted by CBRE, an independent external appraiser and 
confirmed by our auditor through the review of a repre-
sentative sample.

Their fair market valuation model is based on a discounted 
cash flow (DCF) model, which derives the present value 
from the properties’ future cash flows. The valuation is 
computed on a property-by-property basis. The DCF model 
is based on a detailed planning period of ten years, within 
which the relevant real estate cash flow components are 
forecast for each period according to the risk assessment of 
each individual property. For example, the rental growth 
is calculated in line with legal provisions and forecast to 
grow to market level over time. After the detailed planning 
period of ten years, a net present value is calculated for the 
remaining useful life. Detailed information on the valua-
tion of our investment property can be found in section 
E.2. “Investment Property” in the Notes to the Consolidated 
Statement of Financial Position.

otHer income and eXpense items Other income and 
expense items for our Group totaled a net expense of 
€ 51.3 million in 2013, as compared to a net expense of 
€ 52.0 million in 2012. The development of our other 
income and expense items is shown in the table below:

€ million

2013 2012

Result from other services 1.0 2.3

Selling expenses – 12.1 – 13.8

General and administrative  
expenses – 34.9 – 35.1

Expenses for share-based  
remuneration – 7.0 – 1.2

Other operating income 8.8 11.8

Other operating expenses – 7.1 – 16.0

Total – 51.3 – 52.0
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The result from other services contains revenues from 
activities such as caretaker services for third parties and 
insurance brokerage fees.

In 2013, selling expenses were € 12.1 million and mainly 
included external broker fees, personnel expenses, as well 
as sales-related general and administrative expenses in 
connection with our sales operations. 

General and administrative expenses mainly consist of 
personnel costs, IT costs, consulting fees, audit fees and 
office costs. These expenses remained nearly stable at 
€ 34.9 million in 2013.

All income and expenses not directly allocable to the vari-
ous categories of income or expenses according to the cost 
of sales method are disclosed in other operating income 
or other operating expenses, respectively. In 2013, other 
operating income was € 8.8 million and decreased slightly 
due to a lower volume of provisions that we had to reverse 
in the financial year.

The decrease in other operating expenses to € 7.1 million 
in 2013 after € 16.0 million in the prior year is mainly due 
to one-off consulting fees in connection with the exami-
nation of the corporate strategy for the WOBA subgroup 
and an one-off amendment of an outsourcing contract for 
maintenance in the prior-year period.

REORGANIZATION AND RESTRUCTURING EXPENSES Reorgani-
zation and restructuring expenses relate to our Group’s 
rationalization of costs and integration of processes as we 
continue to optimize our operations. In 2013, reorganiza-
tion and restructuring expenses were € 7.2 million, up from 
€ 4.5 million in the prior year, mainly resulting from our 
new reorganization measure “GAGFAH 2015”. For further 
information on this program, we refer to page 39 et seq.

EARNINGS BEFORE INTEREST AND TAXES (EBIT) In 2013, our 
EBIT was € 335.1 million, exactly the same as in 2012. 
A better portfolio valuation result could compensate a 
1.4 % smaller asset portfolio, a smaller sales volume and 
increased maintenance costs.

NET FINANCING EXPENSES Our net financing expenses are 
the sum of the following items:

€ million 

2013 2012

Interest expenses related to loans – 198.1 – 222.0

Prepayment fees 0.0 – 3.4

Other – 22.5 – 24.1

Total interest expenses – 220.6 – 249.5

Interest income 0.8 1.7

Other financial expenses – 0.1 – 0.1

Result from the fair value  
measurement of derivatives 1.5 2.1

Refinancing expenses – 67.9 – 3.9

Net financing expenses – 286.3 – 249.7

Net financing expenses are the sum of interest expenses 
on borrowings and the cost of refinancing of our Group’s 
indebtedness, adjusted by interest income and the result 
from the fair value measurement of derivatives. 

Net financing expenses increased to € 286.3 million in 
2013 compared to € 249.7 million in the prior year.
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This increase was driven by refinancing expenses in con-
nection with our completed refinancing processes in 
2013. The expenses in the financial year 2013 split up into 
prepayment fees of € 43.6 million (prior year: € 0.0 mil-
lion), court and lawyer’s fees of € 12.6 million (prior year: 
€ 0.2 million), consulting fees of € 11.6 million (prior year: 
€ 3.6 million) and other costs of € 0.1 million (prior year: 
€ 0.1 million). 

Total interest expenses decreased to € 220.6 million in 
2013 from € 249.5 million during the previous year. 
Among the main reasons for this decline are lower inter-
est rates due to the refinancing of the GAGFAH, WOBA 
and NILEG subgroups and lower prepayment penalties 
relating to asset sales in 2013 as well as a high amortiza-
tion of financial liabilities in the prior-year period.

EARNINGS BEFORE TAXES (EBT) In 2013, our Group’s EBT was 
€ 48.8 million, as compared to € 85.4 million in 2012. Earn-
ings before taxes are computed as earnings before interest 
and taxes (EBIT) of € 335.1 million reduced by net financ-
ing expenses of € 286.3 million. The decrease of EBT in 
2013 is mainly due to the increased refinancing expenses.

INCOME TAXES Income taxes for 2013 of € 45.5 million 
(prior year: € 37.7 million) comprise deferred income tax 
expenses of € 37.8 million (prior year: € 32.0 million) and 
current income tax expenses of € 7.7 million (prior year: 
€ 5.7 million).

EPRA NET ASSET VALUE (NAV) Since December 31, 2012 
(adjusted), the undiluted EPRA NAV per share decreased 
by 1.5 % to € 13.07 and the diluted EPRA NAV per share 
decreased by 1.7 % to € 12.96, in both cases largely as a 
result of the higher number of shares due to the capital 
increase in the financial year.

Below is the NAV calculation as supported by EPRA Best 
Practices Recommendations:

€ million (unless stated otherwise)

12-31-2013 12-31-2012 
(adjusted)

Shareholders' equity 2,235.2 2,069.8

Change of accounting policies 0.0 – 11.0

Shareholders' equity (adjusted) 2,235.2 2,058.8

Effect of exercise of options, 
convertibles and other equity 
interests 0.0 0.0

Deferred taxes on investment 
property and assets held for sale 581.9 528.9

Fair value of financial derivatives – 5.6 4.8

Deferred taxes on financial 
derivatives 1.8 – 1.6

Goodwill  
(as a result from deferred taxes) 0.0 0.0

EPRA NAV 2,813.3 2,590.9

EPRA NAV per share  
(€, undiluted) 13.07 13.27

EPRA NAV per share (€, diluted) 12.96 13.19

Number of shares  
(excl. treasury shares, undiluted) 215.3 195.3

Number of shares  
(excl. treasury shares, diluted) 217.1 196.5

The prior-year shareholders’ equity had to be adjusted as 
a consequence of changes in IFRS accounting policies, 
which require a different accounting treatment of pen-
sions and joint ventures. Please see sections A., B. and E. 
in the Notes to this report for further details on the IFRS 
changes and their impact on our prior-year numbers.
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Financial Position As of December 31, 2013, and Decem-
ber 31, 2012, the Group’s equity and liabilities were as 
follows:

12-31-2013
€ million 

12-31-2013 
% 

12-31-2012 
(adjusted)

€ million

12-31-2012 
(adjusted) 

%

Total equity 2,272.3 28.6 2,089.4 25.7

Financial liabilities 4,874.3 61.2 5,231.1 64.5

Other liabilities 813.2 10.2 791.1 9.8

Total equity and liabilities 7,959.8 100.0 8,111.6 100.0

Due to the successful refinancing and the capital increase, 
in 2013, the equity ratio could be enhanced to 28.6 % 
(prior year: 25.7 %).

As of December 31, 2013, the Group’s financial liabilities 
primarily consisted of the following liabilities:

€ million (unless stated otherwise)

Carrying  
amount as of 
 12-31-2013

Notional  
amount as of
 12-31-2013

Weighted  
average years  

to maturity

 Current average 
interest rate  

(%)

Commercial mortgage-backed floating rate notes 2,671.1 2,688.6 4.7 2.75

thereof fixed 1 2,464.1 2,480.7 4.7 2.82

thereof floating 207.0 207.9 4.8 1.94

Loans granted by institutional lenders 1,873.5 1,896.0 3.4 3.70

thereof fixed 1 1,639.9 1,661.1 3.3 3.86

thereof floating, secured with cap 164.0 163.5 4.7 2.57

thereof floating 69.6 71.4 4.5 2.45

Senior debt 296.3 362.2 27.5 2.03

Other 33.4 33.4 2.1 3.66

thereof fixed 13.4 13.4 5.0 5.75

thereof floating 20.0 20.0 0.2 2.25

Total 4,874.3 4,980.2 5.9 3.06

1 ���In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans through  
interest rate swaps.

The difference between the notional amount and the 
carrying amount as shown in the Consolidated State-
ment of Financial Position results from the fair value 
measurement of senior debts, amortized transaction 
costs and interest accruals. 

ASSETS AND LIABILITIES The Consolidated Statement of 
Financial Position of GAGFAH GROUP breaks down into 
the following main categories:

62

consolidated annual report 2013

Directors’ Report



€ million

12-31-2013 12-31-2012 
(adjusted)

Non-current assets 7,703.0 7,808.5

Current assets 208.2 272.1

Assets held for sale 48.6 31.0

Total assets 7,959.8 8,111.6

Equity 2,272.3 2,089.4

Non-current liabilities 4,952.2 2,465.4

Current liabilities 735.3 3,556.8

Total equity and liabilities 7,959.8 8,111.6

Non-current assets of € 7,703.0 million mainly include 
investment property of € 7,633.7 million (99.1 % of all 
non-current assets) and € 32.9 million (0.4 %) property, 
plant and equipment. Non-current assets make up 96.8 % 
of total assets. The valuation of our investment property 
was done by CBRE, an independent third-party appraiser.

Current assets of € 208.2 million include bank balances 
and cash on hand of € 101.9 million (48.9 % of all cur-
rent assets), inventories of € 12.0 million (5.8 %) and 
other assets of € 94.3 million (45.3 %).

Non-current liabilities of € 4,952.2 million mainly com-
prise € 4,347.8 million financial liabilities (87.8 % of all 
non-current liabilities), € 340.1 million deferred tax liabili-
ties (6.9 %) and € 120.9 million pension provisions (2.4 %).

Current liabilities of € 735.3 million mainly include fi-
nancial liabilities of € 526.5 million (71.6 % of all current 
liabilities).

----- 
Dividends

The refinancing of more than € 4.0 billion in the course 
of 2013 led to substantial one-off expenses that need to 
be paid out of FFO and prohibit a dividend for the year 
2013. For the financial year 2014, the Company targets a 
dividend of € 0.20 – € 0.25 per share.

-----
Significant Events after the Reporting Date

New Chairman of GAGFAH S. A. In its meeting on March 25, 
2014, the Board of Directors of GAGFAH S. A. coopted 
Gerhard Zeiler as new Board Member and appointed him 
as Chairman. Mr. Zeiler succeeded Jonathan Ashley, who 
resigned from the Board as of the same date. This change 
results in reducing the number of Fortress-affiliated Board 
Members from three to two. 

Austrian-native Gerhard Zeiler is an internationally re-
nowned media manager and currently serves as President 
of Turner Broadcasting System International, a Time 
Warner company. Prior to his current position at Turner 
Broadcasting System International, Mr. Zeiler held lead-
ing positions within the RTL Group, Europe‘s leading 
entertainment network, and between 2003 and 2012, he 
was the CEO of RTL Group and Member of the Executive 
Board of Bertelsmann Group. 

In the months prior to this decision, several important 
strategic decisions had helped to sharpen GAGFAH 
GROUP‘s strategy back more onto the operating business 
and to reposition the GAGFAH GROUP as an independ-
ent, leading listed player in the German residential sector. 
These milestones included the portfolio strategy with a 
focus on GAGFAH’s 30 largest cities, the development of 
a € 250 million value-enhancing investment program, the 
initiation of an operational improvement program and 
the selling of a total of 35 million GAGFAH shares by For-
tress Investment Group in the second half of 2013, reduc-
ing their stake from more than 60 % down to about 41 %. 
In light of these developments, the Board of Directors felt 
it was the right time to make a change within the Board. 
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----- 
Corporate Governance

Voluntary Declaration on the German Corporate  
Governance Code within the meaning of § 161 AktG 
Introduction GAGFAH S. A., Luxembourg, is a joint 
stock corporation (Société Anonyme – S. A.) organized 
under the laws of the Grand Duchy of Luxembourg quali-
fying as a securitization company under the Luxembourg 
Securitization Law of March 22, 2004, whose shares 
are admitted for trading solely on the Frankfurt Stock 
Exchange.
 
As GAGFAH S. A. is not listed on the Luxembourg Stock 
Exchange, the Luxembourg Code of Corporate Govern-
ance which is only relevant for companies listed in Lux-
embourg, is not applicable to GAGFAH S. A. Furthermore, 
also the corresponding German corporate governance 
system which refers to German stock corporations within 
the meaning of Section 161 of the German Stock Corpo-
ration Act (Aktiengesetz – “AktG”) is not applicable.
 
Although GAGFAH S. A. is not subject to Section 161 
para 1 AktG, the Board of Directors of GAGFAH S. A. 
decided on March 25, 2014, to make – for the first time 
– a voluntary declaration in relation with the “German 
Corporate Governance Code” in the version of May 13, 
2013 (the “Code”) within the meaning of Section 161 
AktG, since the Code is in the opinion of the Board of 
Directors of GAGFAH S. A. a key element for responsible 
corporate governance.
 
Applicability of the recommendations based on the 
peculiarity of the Luxembourg Company Law and the 
governance structure of GAGFAH S. A.
The Code presents essential statutory regulations for 
the management and supervision (governance) of Ger-
man listed companies and contains internationally and 
nationally recognized standards for good and responsible 
governance. The Code aims to make the German Corpo-
rate Governance system transparent and understandable. 
Its purpose is to promote the trust of international and 
national investors, customers, employees and the general 
public in the management and supervision of listed Ger-
man stock corporations.
 

The individual recommendations of the Code are only 
relevant for GAGFAH S. A. to the extent they are in con-
formity with the Luxembourg securitization and corpo-
rate law as well as GAGFAH S. A.’s governance structure. 
In particular, GAGFAH S. A.’s governance structure does 
not follow the two-tier system with an Executive Board 
(Vorstand) and a Supervisory Board (Aufsichtsrat) but 
the one-tier system with a Board of Directors (Verwal-
tungsrat). The Code is however based on the two-tier 
system for German stock corporations that distinguishes 
between the Management Board and the Supervisory 
Board of a company.
 
The corporate purpose of GAGFAH S. A. as a securitiza-
tion company is the securitization of risks, especially 
risks associated with (German) property owned by 
GAGFAH S. A.’s German subsidiaries. This results in the 
particularity that the company’s purpose at the level of 
GAGFAH S. A. is limited to the securitization of risks, 
while GAGFAH S. A.’s subsidiaries are operating in the 
housing industry. At the top level of the companies op-
erating in the housing industry stands GAGFAH Holding 
GmbH, Essen, as a holding company. GAGFAH Holding 
GmbH is led by the senior management (CEO, CFO and 
COO of the GAGFAH GROUP). The implementation of an 
advisory board (Beirat) at the level of GAGFAH Holding 
GmbH has been simultaneously decided with this volun-
tary declaration on the German Corporate Governance 
Code; the relevant company law regulations contain regu-
latory elements at the level of GAGFAH S. A.’s subsidiaries 
operating in the housing industry.
 
In line with the foregoing description, where the Code 
refers to ‘Executive Board’ or ‘Supervisory Board’, such 
references are replaced by reference to GAGFAH’s Board 
of Directors to the extent that such reference seems 
adequate in view of the two-tier system which is the un-
derlying principle of the Code. Further, GAFGAH S. A.’s 
Board of Directors is of the opinion that the following 
exceptions apply due to the governance structure of the 
one-tier system and the Luxembourg securitization and 
corporate law:
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--- Contrary to Section 2.2.1 of the Code, the approved 
statutory auditor is not appointed by the company’s 
annual general meeting, but, in accordance with the 
Luxembourg Securitization Law of March 22, 2004, it is 
for the Board of Directors to decide on the appointment 
of the approved statutory auditor.

--- Contrary to Section 5.4.3 sentence 2 of the Code, Luxem-
bourg law does not provide for the judicial appointment 
of a member of the Board of Directors which is limited 
in time by means of an application. Luxembourg law 
provides for a so-called co-optation of new board mem-
bers by the other members of the Board of Directors and 
the co-opted member must then be confirmed by the 
next general meeting of shareholders.

--- Contrary to Section 5.5.3 of the Code, only the general 
meeting of shareholders of GAGFAH S. A. has the au-
thority to dismiss members of the Board of Directors 
and is therefore the only competent body to decide if 
significant and non-temporary conflicts of interest in 
the person of a Director shall lead to a termination of 
the Director’s mandate.

 
Despite the above-mentioned legal and structural specific 
characteristics of GAGFAH S. A. being a Luxembourg 
securitization company with a one-tier governance struc-
ture, GAGFAH S. A. mainly complies with the recommen-
dations of the Code. In particular, the recommendations 
to Cipher 2 (Shareholders and General Meeting), 6 (Trans-
parency) and 7 (Accounting and Auditing) are fully com-
plied with. In light of the foregoing reasons, the Board of 
Directors is of the opinion that only the following recom-
mendations of the Code cannot be taken into considera-
tion: Cipher 3.1 to 3.4, 3.6, 3.8 para. 2 (recommendations 
relating to the interaction of the Executive Board and the 
Supervisory Board), 4.2.1 to 4.2.4, 4.3 (recommendations 
relating to the Executive Board), 5.1.1 to 5.1.2, 5.2 para. 3, 
5.4.1 para. 2 and para. 3 sentence 3, 5.4.2, 5.4.3 sentence 2, 
5.4.4, 5.4.5 sentence 2 (recommendations relating to the 
Supervisory Board).
 

Voluntary Declaration of Compliance In consideration 
of the above specific characteristics of the Luxembourg 
securitization and corporate law and the governance 
structure, GAGFAH S. A. voluntarily complies with the 
recommendations of the Code in the version of May 13, 
2013, with the deviations listed below, and it will in future 
comply with the recommendations of the Code in the ver-
sion of May 13, 2013 with the deviations listed below.
 Contrary to Section 3.8, para. 3 of the Code, the D & O 
(directors’ and officers’ liability insurance) policy for 
the Board of Directors does not contain a deductible. As 
GAGFAH S. A. is a Luxembourg stock company it does 
not fall within the scope of Section 93 para. 2 sentence 
3 AktG. Further, the Board of Directors is of the opinion 
that a deductible for members of the Board of Directors is 
not necessary because the D & O policy is a group insur-
ance for individuals both domestically and abroad, and, 
providing for a deductible in D & O policies is unusual 
outside the Federal Republic of Germany.
 
Contrary to Section 5.1.3 of the Code, the Board of Direc-
tors has not adopted rules of procedure. Currently, the 
Company’s articles of association contain appropriate 
rules of procedure of the Board of Directors, which is why 
the Board of Directors does not see any need to create 
separate rules of procedure.
 
Luxembourg, March 25, 2014
 
 
The Board of Directors of GAGFAH S. A.
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Compensation of Directors While neither the directors 
nor the CEO of the operating subsidiaries receive com-
pensation for their work as Directors and / or Committee 
Members, the Independent Directors receive compensa-
tion for their services as Board Members as approved 
by the Annual General Meeting of Shareholders of the 
Company of June 12, 2012.

In its meeting on March 25, 2014, the Board resolved to 
propose to the next Annual General Meeting of Share-
holders on June 12, 2014 a new compensation scheme. As 
all three non-independent directors waived their rights 
to receive a compensation, only the independent board 
members are to receive the compensation subject to the 
approval by the AGM 2014. The following table shows 
the current compensation scheme and the proposed new 
scheme applicable to all independent board members. The 
respective compensation shall be granted pro rata temporis 
on the basis of meetings actually attended. 

Proposed Compensation of independent Board Members

Current scheme Proposed new scheme

Position
Cash component 

(€ per annum)
Shares component  
(shares per annum)

Cash Component
(€)

Share Component
(shares)

Board Chairman — — 80,000 (p.a.) 7,500 (p.a.)

Board Member 40,000 10,000 40,000 (p.a.) 5,000 (p.a.)

Committee Chairman — —

5,000 per  
meeting, capped 

at 10,000 p.a. —

Committee Member — —

2,500 per  
meeting, capped 

at 5,000 p.a. —

Compensation of Senior Management The total manage-
ment remuneration in the 2013 financial accounts was 
€ 2,465,861 (excluding long-term incentive plans), consist-
ing of € 1,165,861 for fixed remuneration and € 1,300,000 
for annual bonuses for the year 2012. There was no bonus 
paid in 2013 for the current CEO Thomas Zinnöcker, as he 
joined the Company in the course of 2013.

Fixed remuneration and annual bonuses relating to 2013
in €

Thomas Zinnöcker 
Chief Executive 

Officer (CEO)

Gerald Klinck 
Chief Financial 

Officer (CFO)

 
Nicolai Kuss 

Chief Operating 
Officer (COO)

Stephen Charlton 
Chief Executive 

Officer (CEO) Total

Entry date:  
April 16, 2013

Entry date:  
September 1, 2012

Entry date:  
March 20, 2009

Entry date:  
January 1, 2011

Exit date:  
May 2, 2013

Basic remuneration 532,738 200,000 200,000 150,038 1,082,776

Fixed benefits in kind 8,046 42,080 30,013 2,946 83,085

Subtotal fixed remuneration 540,784 242,080 230,013 152,983 1,165,861

Annual bonus 0 300,000 400,000 600,000 1,300,000

Subtotal fixed remuneration + annual bonus 540,784 542,080 630,013 752,983 2,465,861
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In addition to the fixed remuneration and the an-
nual bonuses, claims from former equity-settled share 
based remuneration plans were settled in cash to Mr. 
Kuss (€ 1,267,860) and to the former CEO Mr. Charlton 
(€ 4,040,000). 

In 2013, the share premium was increased by pro rata 
values for future commitments resulting from old and new 
LTIP plans. They include € 5,907,612 for Mr. Zinnöcker 
and € 11,772 each for Mr. Klinck and Mr. Kuss, both of 
whom signed new service agreements with the Company 
in mid December 2013. A further amount of € 330,387 in 
2013 resulted from the final tranche of an old LTIP plan 
for Mr. Charlton.

Fixed remuneration, annual bonuses and LTIP for 2014 and following years
€, unless stated otherwise

Thomas Zinnöcker 
(CEO)

Gerald Klinck 
 (CFO)

 Nicolai Kuss 
(COO)

Basic remuneration 750,000 300,000 300,000

Fixed benefits in kind 10,728 18,000 13,132

Subtotal fixed remuneration 760,728 318,000 313,132

Annual bonus 375,000 300,000 300,000

Subtotal fixed remuneration + annual bonus 1,135,728 618,000 613,132

Average annual number of shares under LTIP (gross amount) 300,000 50,000 50,000

A new long-term incentive plan has been set up to further 
align the interests of shareholders with the goals of the 
senior management and all other employees in leadership 
positions. 

Senior management benefits from the LTIP will be settled 
with real shares, while benefits for all other employees will 
be settled via phantom stocks. Please see the section “Re-
sponsibility for Our Employees” for further details relating 
to the LTIP for employees in leadership positions. 
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Luxembourg Corporate Governance Regime As a société 
anonyme – société de titrisation of Luxembourg law, the 
Company is subject to, and complies with, the corpo-
rate governance regime as set forth in particular in the 
law of August 10, 1915, on commercial companies. As 
a company whose shares are listed on a regulated stock 
exchange, the Company is further subject, and complies 
with, the law of May 24, 2011, on the exercise of certain 
shareholder rights in listed companies. 

The Articles of Incorporation of the Company provide 
for the requirement of three Independent Directors, for as 
long as the stock is listed. The Company has set up the fol-
lowing committees: Audit Committee, Nomination and 
Compensation Committee, Securities Dealings Commit-
tee and Related Party Transactions Committee. The com-
position and purpose of these committees is described 
in the section “Management of GAGFAH S. A.” 

The information required by Article 10(1) c), d), f) h) and i) 
of Directive 2004 / 25 / EC on takeover bids which has been 
implemented by Article 11 of the law of May 19, 2006, on 
takeovers (the “Law on Takeovers”) regarding significant 
shareholdings, special control rights, restrictions on voting 
rights, rules governing the appointment and replacement 
of Board Members and the amendment of the Articles of 
Incorporation and the powers of the Board Members, in 
particular with respect to the issue or buy-back of shares, is 
set forth herebelow under “Disclosure under Article 11 of 
the Law on Takeovers of May 19, 2006”.

Disclosure under Article 11 of the Law on  
Takeovers of May 19, 2006

A) �For information regarding the structure of capital, 
reference is made to sections “Statement of Financial 
Positions” and “Assets and Liabilities”.

B) �The constitutional documents of the Company do not 
contain any restrictions on the transfer of shares of the 
Company.

C) �Information regarding Section c) of the law (significant 
direct and indirect shareholdings) can be found in the 
section H.5. “Related Party Transactions”.

D) �The Company has not issued any securities granting 
special control rights to their holders. 

E) �The control rights of any shares issued in connection 
with employee share schemes are exercised directly by 
the respective employees.

f) �The constitutional documents of the Company do not 
contain any restrictions on voting rights.

g) �There are no agreements with shareholders which are 
known to the Company and may result in restrictions 
on the transfer of securities or voting rights within the 
meaning of Directive 2004 / 109 / EC (Transparency 
Directive).

h) �Rules governing the appointment and replacement of 
Board Members and the amendment of the Articles of 
Incorporation: 

--- The Directors are appointed at the General Meeting of 
Shareholders by a simple majority of the votes cast, or 
in the case of a vacancy, by way of cooptation by the 
Board. 

--- Directors serve for the term determined by the General 
Meeting of Shareholders but not exceeding a period of 
six years or until their successors are elected. 

--- Directors may be removed with or without cause by 
the General Meeting of Shareholders by a simple ma-
jority of the votes cast at such meeting. 

--- The Directors are eligible for re-election. 
--- The Articles of Incorporation of the Company provide 

that for as long as the shares are listed on one or more 
regulated stock exchanges, the Board of Directors must 
include three Independent Directors. 

--- In the event of vacancy in the office of a Director because 
of death, retirement, resignation, dismissal, removal or 
otherwise, the remaining Directors may fill such vacancy 
and appoint a successor to act until the next Meeting 
of Shareholders, without regard to the independence 
requirement.

--- Amendments of the Articles of Incorporation are gen-
erally subject to the decision of the General Meeting of 
Shareholders of the Company at qualified majority. 

--- Extraordinary General Meetings of Shareholders with 
the purpose of amending the Articles of GAGFAH 
S. A. are subjected to a quorum of at least half of the 
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share capital of GAGFAH S. A. If such quorum is not 
represented at a meeting, a second meeting may be 
convened with the same agenda. Such second meeting 
is not subject to a quorum. 

i)	 Powers of the Board of Directors: 
--- The Company shall be managed by a Board of Directors. 
--- The Board of Directors is vested with the broadest pow-

ers to manage the business of the Company and to au-
thorize and / or perform all acts of acquisition, disposal 
and administration falling within the purposes of the 
Company. 

--- All powers not expressly reserved by law or by the Ar-
ticles of Incorporation of the Company to the General 
Meeting are within the competence of the Board of 
Directors. 

--- Except as otherwise provided in the Articles of Incor
poration or by law, the Board of Directors of the Com-
pany is authorized to take such action (by resolution 
or otherwise) and to adopt such provisions as shall be 
necessary or convenient to implement the purpose of 
the Company. 

--- The Board may delegate the daily management of the busi-
ness of the Company, as well as the power to represent the 
Company in its day-to-day business, to individual Direc-
tors or other officers or agents of the Company, who need 
not be shareholders. Any such delegation of daily manage-
ment in favor of one or more Directors requires the prior 
authorization of the General Meeting of Shareholders.

--- The Board of Directors may set up committees including 
without limitation an Audit Committee, Nomination 
and Compensation Committee, Securities Dealings Com-
mittee and a Related Party Transactions Committee. If 
such four committees are set up, they shall be composed 
of at least three Directors, one of them at least being an 
Independent Director. The Board of Directors may also 
appoint persons who are not Directors to the committees. 

--- The Board of Directors may appoint a secretary of the 
Company, who need not be a member of the Board of 
Directors, and determine his responsibilities, powers 
and authorities.

--- GAGFAH S. A. has a total authorized unissued share 
capital of almost € 10 billion. The Board of Directors has 
been authorized by the General Meeting of Sharehold-
ers to issue shares up to the total amount of authorized 
share capital without further approval of the sharehold-
ers. Shares may be issued within the authorized share 
capital of GAGFAH S. A. with or without reserving any 
pre-emptive subscription rights to existing sharehold-
ers at the discretion of the Board. The Extraordinary 
General Meeting further resolved to reduce the issued 
share capital of the Company by a maximum amount 
of € 64,516,250 by the repurchase and cancellation of 
a maximum of 51,613,000 shares from existing share-
holders during a period ending on March 31, 2014, and 
delegated any related powers to the Board of Directors in 
relation thereto including as to the determination of the 
final number of shares to be (acquired and) cancelled. 

--- At the Annual General Meeting of Shareholders held on 
June 12, 2013, the General Meeting inter alia resolved 
to extend the authorization of the Company, acting 
through its Board of Directors, to purchase, acquire, 
receive or hold shares in the Company up to 25 % of the 
issued share capital as at June 12, 2013, such authoriza-
tion being for a period of five years from June 12, 2013.

j) �There are no significant agreements to which the Com-
pany is a party and which take effect, alter or terminate 
upon a change of control of the Company following a 
takeover bid.

k) �There are no agreements between the Company and its 
Board Members or employees providing for compen-
sation if they resign or are made redundant without 
valid reason or if their employment ceases because of 
a takeover bid.
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-----
Opportunity and Risk Report

The Company’s financial risk management is described in 
section H.2. “Financial Risk Management” in the Notes. 
The section also lays out the internal monitoring, early 
warning and controlling system implemented and used by 
the Company as well as the specific interest rate, liquidity 
and credit risks.

-----
Outlook

2013 was a turnaround year for GAGFAH, in which the 
Company not only managed to reach its goals but also to 
lay the foundation for a successful future. Building on this 
solid basis, GAGFAH is looking ahead with optimism. 

GAGFAH’s focus on its 30 largest locations reflects a gen-
eral trend towards urbanization in Germany. The forecast 
for household growth in our key markets is positive, and 
while the political debate on rent growth caps and a slight-
ly increasing construction activity are factors all housing 
companies need to keep an eye on, GAGFAH does not 
expect to feel material impacts from these developments. 

Against the backdrop of a continuously favorable supply-
and-demand balance, GAGFAH expects higher rents and 
lower vacancy rates in the course of 2014 as compared to 
the prior year. The financing structure with very low in-
terest expenses is locked in until at least 2018, and thanks 
to the interest savings, we have comparatively strong vis-
ibility with regards to the 2014 earnings growth. 

There is only one loan (Malibu with approximately 
€ 360 million of debt) that needs to be refinanced in the 
course of 2014. We are currently reviewing several op-
tions. Given the current interest rate environment and 
our ongoing negotiations with potential lenders we are 
highly confident to resolve this refinancing ahead of the 
scheduled maturity of the current loan.

Overall, we expect to grow our recurring FFO by around 
35 % in 2014. Approximately two thirds should come from 
lower interest expenses and the remaining one third from 
operational improvements. GAGFAH intends to resume 
its dividend payments this year and targets a dividend of 
€ 0.20 to € 0.25 per share for 2014. Combined with the 
expected NAV growth, GAGFAH believes it can deliver an 
annual total shareholder return from dividend yield and 
NAV growth of 5 % to 7 %.

Luxembourg, March 25, 2014
The Board of Directors of GAGFAH S. A.
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EQUITY AND LIABILITIES
€ million

Notes 12-31-2013 12-31-2012
(adjusted)

01-01-2012
(adjusted)

Equity E.11.
Subscribed capital 269.9 258.1 277.0
Share premium 1,083.2 985.8 1,042.4
Legal reserve 28.2 28.2 28.2
Revenue reserves 853.9 786.7 756.8
Equity attributable to the shareholders of the parent company 2,235.2 2,058.8  2,104.4
Non-controlling interests 37.1 30.6 33.8
Total equity 2,272.3 2,089.4  2,138.2
Liabilities   
Non-current liabilities   
Liabilities due to non-controlling shareholders E.12. 3.1 4.3 4.5
Pension provisions E.13.1. / E.11. 120.9 119.5 101.5
Other provisions E.13.2. 8.2 8.7 10.6
Deferred tax liabilities E.14. / E.11. 340.1 299.8 273.9
Liabilities from income tax E.15. 41.4 54.2 66.5
Financial liabilities E.16.1. 4,347.8 1,880.7 5,006.4
Other liabilities E.16.2. 29.6 30.7 35.0
Deferred liabilities of government-granted loans 61.1 67.5 77.5

4,952.2 2,465.4  5,575.9
Current liabilities   
Pension provisions E.13.1. / E.11. 6.8 7.3 7.0
Other provisions E.13.2. 35.1 36.3 55.6
Liabilities from income tax E.15. 38.0 36.6 52.1
Financial liabilities E.16.1. 526.5 3,350.4 421.5
Other liabilities E.16.2. 126.1 122.8 112.1
Deferred liabilities of government-granted loans 2.8 3.4 4.3

735.3 3,556.8  652.6
Total liabilities 5,687.5 6,022.2  6,228.5
Total equity and liabilities 7,959.8 8,111.6 8,366.7

ASSETS
€ million

Notes 12-31-2013 12-31-2012
(adjusted)

01-01-2012
(adjusted)

Non-current assets
Intangible assets E.1. 17.8 17.7 18.8
Investment property E.2. 7,633.7 7,741.5 7,953.3
Property, plant and equipment E.3. 32.9 41.0 41.6
Other financial assets E.4. 18.6 8.3 8.0

7,703.0 7,808.5  8,021.7
Current assets   
Inventories E.5. 12.0 12.8 19.7
Receivables E.6. 42.6 31.1 38.4
Other assets E.7. 39.9 37.3 57.1
Current tax claims E.8. 11.8 15.0 8.1
Bank balances and cash on hand E.9. / g. 101.9 175.9 200.0

208.2 272.1  323.3
Assets held for sale E.10. 48.6 31.0  21.7
Total assets 7,959.8 8,111.6  8,366.7

Consolidated Statement  
of Financial Position

as of December 31, 2013

-- Consolidated Statement of Financial Position --
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€ million

Notes 2013 2012  
(adjusted)

Income from the leasing of investment property F.1. 829.8  825.9
Transferable leasehold land interest – 2.2  – 2.0
Operating expenses for the generation of rental income 
(excluding share-based remuneration) F.2. – 455.0  – 438.4
Profit from the leasing of investment property 372.6  385.5
Income from the sale of investment property and assets held for sale E.10. 144.1  213.1
Carrying amount of the sold investment property and assets held for sale E.10. – 128.6  – 194.9
Profit from the sale of investment property and assets held for sale E.10. 15.5  18.2
Result from the fair value measurement of investment property F.3. 5.4  – 13.4
Income from the sale of property development projects 1.1  4.7
Carrying amount of property development projects sold – 1.0  – 3.4
Profit from the sale of property development projects 0.1  1.3
Result from other services F.4. 1.0  2.3
Selling expenses (excluding share-based remuneration) F.5. – 12.1  – 13.8
General and administrative expenses (excluding share-based remuneration) F.6. – 34.9  – 35.1
Expenses for share-based remuneration F.7. – 7.0  – 1.2
Other operating income F.8. 8.8  11.8
Other operating expenses F.9. – 7.1  – 16.0
Profit from operations before reorganization and restructuring expenses 342.3  339.6
Reorganization and restructuring expenses F.10. – 7.2  – 4.5
Earnings before interest and taxes (EBIT) 335.1  335.1
Interest expenses F.11. – 220.6  – 249.5
Interest income 0.8  1.7
Other financial expenses – 0.1  – 0.1
Result from the fair value measurement of derivatives H.2. 1.5  2.1
Refinancing expenses F.12. – 67.9  – 3.9
Net financing expenses – 286.3  – 249.7
Earnings before taxes (EBT) 48.8  85.4
Income taxes F.13. – 45.5  – 37.7
Net result 3.3  47.7
Net result attributable to:   

Non-controlling interests F.14. 3.5  4.5
Shareholders of the parent company – 0.2  43.2

Weighted average number of shares, undiluted (in million) 204.8  199.2
Weighted average number of shares, diluted (in million) 207.3  200.9
Basic earnings per share (in €) F.15. 0.00  0.22
Diluted earnings per share (in €) F.15. 0.03  0.22
Net result 3.3 47.7

Net movement on cash flow hedges E.11 / H.2. 8.9 – 1.1
Income tax effect E.11 / H.2. – 2.8 0.4
Other comprehensive income, net of tax (recyclable)	 6.1 – 0.7
Actuarial gains / losses on defined benefit plans	 E.11.  – 1.1 – 18.0
Income tax effect E.11.  0.3 5.7
Other comprehensive income, net of tax (non-recyclable)	 – 0.8 – 12.3

Other comprehensive income, net of tax	 5.3 – 13.0
Total comprehensive income, net of tax	 8.6 34.7
Total comprehensive income, net of tax, attributable to:

Non-controlling interests 9.7 4.5
Shareholders of the parent company – 1.1 30.2

Consolidated Statement  
of Comprehensive Income

for the period from January 1 to December 31, 2013

-- Consolidated Statement of Comprehensive Income --
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€ million

Notes 2013 2012 
 (adjusted)

Net result   3.3  47.7
Change in deferred taxes E.14. 37.8  32.0
Result from the fair value measurement of investment property F.3. – 5.4  13.4

Amortization, depreciation and impairment losses on intangible  
assets and property, plant and equipment 2.9  4.3

Profit from the sale of investment property and assets held for sale E.10. – 15.5 – 18.2

Profit from the deconsolidation of subsidiaries B. – 0.1  0.0

Other non-cash expenses (+) / income (–) 4.8  24.8

Change in provisions, pension provisions and deferred liabilities  
of government-granted loans – 7.4  – 33.0

Change in inventories E.5. 0.8  5.3
Change in receivables and other assets – 8.1  23.9
Change in other liabilities – 6.9  – 36.5

Reclassification of interest and other cost paid for refinancing into  
"Cash flows from financing activities" 65.3  1.6
Cash flows from operating activities 1 71.5  65.3
Cash received from the sale of investment property and assets held for sale G. 130.1 215.4
Cash paid for investment property - acquisition and modernization E.2. – 26.3 – 4.1

Cash paid for investments in intangible assets, property, plant and equipment  
and financial assets – 1.8 – 1.6
Cash paid for the acquisition of non-controlling shares in subsidiaries 0.0 – 0.1
Cash flows from investing activities 102.0 209.6

Cash received from capital increase E.11. 178.0  0.0
Transaction costs paid for equity contributions E.11. – 2.0 0.0

Cash paid for share buy-back E.11. 0.0  – 75.3
Cash paid to non-controlling shareholders / interests E.11. – 3.1  – 7.8
Cash paid for liabilities to non-controlling shareholders / interests – 1.3  – 0.3
Cash flows from equity capital measures 171.6  – 83.4
Cash received from raising financial liabilities E.16.1. / G. 4,130.8  141.2
Cash repayments of financial liabilities E.16.1. / G. – 4,414.9  – 352.4
Transaction costs paid for refinancing E.16.1. – 69.7  – 2.8
Interest and other cost paid for refinancing F.12. – 65.3  – 1.6
Cash flows from debt capital measures – 419.1  – 215.6

Cash flows from financing activities – 247.5  – 299.0
Change in cash and cash equivalents – 74.0  – 24.1
Bank balances and cash on hand at the beginning of the financial year E.9. / G. 175.9  200.0
Bank balances and cash on hand as of the end of the financial year E.9. / G. 101.9  175.9

1 �Operating cash flow includes taxes paid of € 18.3 million (prior year: € 47.1 million), interest paid of € 212.5 million (prior year: € 224.0 million) and interest received  
of € 0.7 million (prior year: € 1.5 million).

Consolidated Statement  
of Cash Flows

for the period from January 1 to December 31, 2013
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€ million

Revenue reserves

Subscribed 
capital

Share  
premium

Legal  
reserve

Unrealized  
losses / 

gains from  
derivative  

financial  
instru-
ments

Unrealized 
losses / 

gains from 
pension 

provisions
Treasury 

shares
Retained 
earnings

Equity  
attribut

able to  
the share- 
holders of  
the parent  

company

Non- 
controlling  

interests
Total  

equity

January 1, 
2013 258.1 985.8 28.2 – 0.7 0.0 – 75.2 873.6 2,069.8 30.6 2,100.4

Change of 
accounting 
policies 0.0 0.0 0.0 0.0 – 11.0 0.0 0.0 – 11.0 0.0 – 11.0

January 1, 
2013 
(adjusted) 258.1 985.8 28.2 – 0.7 – 11.0 – 75.2 873.6 2,058.8 30.6 2,089.4

Net result 0.0 0.0 0.0 0.0 0.0 0.0 – 0.2 – 0.2 3.5 3.3

Other com-
prehensive 
income,  
net of tax 0.0 0.0 0.0 – 0.1 – 0.8 0.0 0.0 – 0.9 6.2 5.3

Total com-
prehensive 
income,  
net of tax 0.0 0.0 0.0 – 0.1 – 0.8 0.0 – 0.2 – 1.1 9.7 8.6

Capital  
increase 11.8 93.6 0.0 0.0 0.0 70.6 0.0 176.0 0.0 176.0

Share-based  
remunera-
tion 0.0 3.8 0.0 0.0 0.0 0.2 – 2.5 1.5 0.0 1.5

Changes in 
sharehold-
ings and the 
Consoli-
dated Group 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 – 0.1 – 0.1

Dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 – 3.1 – 3.1

Share Buy-
back and 
cancellation 
of shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

December 
31, 2013 269.9 1,083.2 28.2 – 0.8 – 11.8 – 4.4 870.9 2,235.2 37.1 2,272.3

Statement of Changes  
in Consolidated Equity

for the period from January 1 to December 31, 2013

-- Statement of Changes in Consolidated Equity --
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€ million

Revenue reserves

Subscribed 
capital

Share  
premium

Legal  
reserve

Unrealized  
losses / 

gains from  
derivative  

financial  
instru-
ments

Unrealized 
losses / 

gains from 
pension 

provisions
Treasury 

shares
Retained 
earnings

Equity  
attribut

able to  
the share- 
holders of  
the parent  

company

Non- 
controlling  

interests
Total  

equity

January 1, 
2012 277.0 1,042.4 28.2 0.0 0.0 – 75.0 830.5 2,103.1 33.8 2,136.9

Change of 
accounting 
policies 0.0 0.0 0.0 0.0 1.3 0.0 0.0 1.3 0.0 1.3

January 1, 
2012
(adjusted) 277.0 1,042.4 28.2 0.0 1.3 – 75.0 830.5 2,104.4 33.8 2,138.2

Net result 0.0 0.0 0.0 0.0 0.0 0.0 43.2 43.2 4.5 47.7

Other com-
prehensive 
income,  
net of tax 0.0 0.0 0.0 – 0.7 – 12.3 0.0 0.0 – 13.0 0.0 – 13.0

Total com-
prehensive 
income,  
net of tax 0.0 0.0 0.0 – 0.7 – 12.3 0.0 43.2 30.2 4.5 34.7

Capital  
increase 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Share-based  
remunera-
tion 0.0 – 0.5 0.0 0.0 0.0 0.0 0.0 – 0.5 0.0 – 0.5

Changes in 
sharehold-
ings and the 
Consoli-
dated Group 0.0 0.0 0.0 0.0 0.0 0.0 – 0.1 – 0.1 0.1 0.0

Dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 – 7.8 – 7.8

Share Buy-
back and 
cancellation 
of shares – 18.9 – 56.1 0.0 0.0 0.0 – 0.2 0.0 – 75.2 0.0 – 75.2

December 
31, 2012 
(adjusted) 258.1 985.8 28.2 – 0.7 – 11.0 – 75.2 873.6 2,058.8 30.6 2,089.4

Statement of Changes  
in Consolidated Equity

for the period from January 1 to December 31, 2012
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-----
The Company

GAGFAH S. A. is a joint stock corporation incorporated in 
Luxembourg, having its registered office at 2 – 4, Rue Beck, 
L-1222 Luxembourg, Grand Duchy of Luxembourg, regis-
tered with the Registre de Commerce et des Sociétés under 
number B109.526. GAGFAH S. A. and its subsidiaries form 
the GAGFAH GROUP. GAGFAH S. A. is the Group’s ulti-
mate parent company. GAGFAH GROUP’s business is the 
securitization of risks relating to a geographically diversified 
residential property portfolio.

The business of GAGFAH GROUP’s operating subsidiaries 
is the ownership and management of a geographically di-
versified and well-maintained residential property portfolio. 
As of the balance sheet date, the Group owned a total of 
more than 143,000 units. An additional 35,000 units of 
third parties are managed by the Group or maintained by 
the Group’s facility management companies. GAGFAH 
GROUP’s operating subsidiaries also operate in the area 
of real estate sales. 

-----
Consolidated Financial Statements

GAGFAH GROUP has prepared its Consolidated Financial 
Statements in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the EU and the 
interpretations of the International Financial Reporting 
Standards Interpretations Committee (IFRS IC) – formerly 
Standing Interpretations Committee (SIC) – since its forma-
tion. All IFRS that must be applied for the financial year were 
taken into account.

The financial year of GAGFAH S. A. and all subsidiaries is 
identical to the calendar year.

The Consolidated Financial Statements have been prepared 
on a historical cost basis, except for especially investment 
properties and derivative financial instruments that have 
been measured at fair value. The Consolidated Financial 
Statements have been prepared in euros (€). Unless stated 
otherwise, all values are rounded to the nearest million euros 
(€ million).

A. General Information
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The Consolidated Financial Statements as of December 31, 
2013, were prepared using the same principles as prior 
year’s Consolidated Financial Statements with the follow-
ing exceptions:

Some new accounting standards which became effective for 
annual periods beginning on or after January 1, 2013, have 
been applied retrospectively, resulting in restatements in 
the comparative period. In the Consolidated Statement of 
Financial Position the following two comparison columns 
have been added: January 1, 2012 (adjusted), and Decem-
ber 31, 2012 (adjusted). The comparison column in the 
Consolidated Statement of Comprehensive Income has 
been adjusted as well. The adjustments concern the non-
recyclable other comprehensive income. Corresponding 
adjustments are also shown in the Consolidated State-
ment of Cash Flows and in the Statements of Changes in 
Consolidated Equity for the financial year and the prior 
year. For further information, we refer to sections B. “Consol-
idated Group and Consolidation Principles” and C. “Account-
ing Policies”.

The Consolidated Statement of Comprehensive Income was 
classified according to the cost of sales method.

The Consolidated Financial Statements for the year ended 
December 31, 2013, were formally approved by the Board 
of Directors on March 25, 2014, and will be presented to the 
Annual General Meeting of Shareholders for approval on 
June 12, 2014.

-----
New Accounting Standards

CHANGES IN ACCOUNTING POLICY AND DISCLOSURE IN 2013 
The accounting policies adopted are consistent with those 
of the previous financial year except as follows:

The Group adopted the following new and amended IFRS 
and IFRIC interpretations which are relevant for the opera-
tions of the Group during the year.

On June 16, 2011, the IASB published an amended IAS 
19 Employee Benefits. Prior to the amendment, IAS 19 
permitted choices on how to account for actuarial gains 
and losses on pensions and similar items, including the 
so-called “corridor approach”, which resulted in the defer-
ral of gains and losses. The amended standard removes 
the “corridor approach” (which was previously applied by 
GAGFAH) and instead mandates that all remeasurement 
impacts have to be recognized in other comprehensive 
income (“OCI”) (with the remainder in profit or loss). 
Furthermore, the amended IAS 19 enhances the disclosure 
requirements for defined benefit plans, provides better 
information about the characteristics of defined benefit 
plans and the risks that entities are exposed to through 
participation in those plans.

The amended version of IAS 19 came into effect for 
financial years beginning on or after January 1, 2013. 
The revised standard had to be applied retrospectively 
in accordance with IAS 8 Accounting Policies, Changes 
in Accounting Estimates and Errors. Thus, on January 1, 
2013, an adjustment of pension provisions to the present 
value of the defined benefit obligation minus any plan 
assets was made. If companies in the past have used the 
so-called “corridor method” and therefore have not yet rec-
ognized actuarial losses, these accumulated losses increase 
pension provisions and reduce the retained earnings and 
thus equity (or vice versa on actuarial gains). The effects 
of the implementation of these amendments on GAGFAH 
GROUP are described in the chapter E.13.1. “Pension 
Provisions”.
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Furthermore, the calculation of net interest expense / in-
come replaces the current IAS 19 concepts of expected 
return on plan assets and interest expense on the defined 
benefit obligation that were previously recognized in 
profit or loss. From January 1, 2013, onwards, net interest 
expense / income are the product of the net balance sheet 
pension liability or asset and the discount rate used to 
measure the employee benefit obligation. In cases where 
the expected return was greater than the discount rate 
used for the employee benefit obligation, this change re-
sulted in a decrease in profit or loss (ignoring other changes 
in IAS 19R). In the Consolidated Financial Statements of 
GAGFAH GROUP, this did not have a material impact.

IFRS 10 Consolidated Financial Statements, IFRS 11 Joint 
Arrangements, IFRS 12 Disclosure of Interests in Other 
Entities, IAS 27 Separate Financial Statements (revised 
2011) and IAS 28 Investments in Associates and Joint 
Ventures (revised 2011) including the Transaction Guid-
ance (Amendments to IFRS 10, IFRS 11 and IFRS 12) 
became effective for annual periods beginning on or after 
January 1, 2013. However, the EU effective date is Janu-
ary 1, 2014. GAGFAH GROUP applied the aforementioned 
standards voluntarily earlier in the financial year 2013.

IFRS 10 Consolidated Financial Statements replaces the 
portion of IAS 27 Consolidated and Separate Financial 
Statements that addresses the accounting for consolidated 
financial statements. It also includes the issues raised in 
SIC-12 Consolidation - Special Purpose Entities. IFRS 10 
establishes a single control model that applies to all 
entities including special purpose entities. The changes 
introduced by IFRS 10 require management to exercise 
significant judgment to determine which entities are 
controlled and, therefore, are required to be consolidated 
by a parent. The effects of the implementation of this new 
standard on GAGFAH GROUP are described in the chap-
ter B.2.1. “Subsidiaries”.

IFRS 11 Joint Arrangements replaces IAS 31 Interests 
in Joint Ventures and SIC-13 Jointly-controlled Entities 
- Non-monetary Contributions by Venturers. IFRS 11 
removes the option to account for jointly controlled enti-
ties (JCEs) using proportionate consolidation. Instead, 
JCEs that meet the definition of a joint venture must be 
accounted for using the equity method. The application of 
this new standard had no material impact on the financial 
position of the Group, although it led to a change of the 
consolidation method regarding our four Joint Ventures 
as described in the chapter “Changes in the Consolidated 
Group in 2013”. The effects of the implementation of this 
new standard on GAGFAH are described in the chapter 
B.2.1. “Subsidiaries” and E.4. “Other Financial Assets”.

IFRS 12 Disclosure of Involvement with Other Entities 
includes all of the disclosures that were previously in 
IAS 27 related to consolidated financial statements as well 
as all of the disclosures that were previously included in 
IAS 28 and IAS 31. These disclosures relate to an entity’s 
interests in subsidiaries, joint arrangements, associates and 
structured entities. A number of new disclosures are also 
required and correspondingly implemented in these finan-
cial statements. The extended disclosures can be found in 
the chapters B. “Consolidated Group and Consolidation 
Principles”, C.17. “Uncertainties relating to Estimates”, E.4. 
“Other Financial Assets”, E.11. “Equity” and Exhibit (1) 
“List of Shareholdings”.

As a consequence of the new IFRS 11 and IFRS 12, IAS 28 
Investments in Associates has been renamed IAS 28 In-
vestments in Associates and Joint Ventures and describes 
the application of the equity method to investments in 
joint ventures in addition to associates. The amendment 
becomes effective for annual periods beginning on or after 
January 1, 2013. The effects of the implementation of this 
amendment on GAGFAH GROUP are described in the 
chapter B.2.1. “Subsidiaries”.
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On October 31, 2012, the IASB issued Investment Entities 
(Amendments to IFRS 10, IFRS 12 and IAS 27). These 
amendments include the creation of a definition of an 
investment entity, the requirement that such entities meas-
ure investments in subsidiaries at fair value through profit 
or loss instead of consolidating them, new disclosure 
requirements for investment entities and requirements for 
an investment entity’s separate financial statements. The 
amendments are effective for annual periods beginning 
on or after January 1, 2014. GAGFAH GROUP applied 
the aforementioned standards voluntarily earlier in the 
financial year 2013. The amendments had no effects on the 
Consolidated Financial Statements of GAGFAH GROUP.

IFRS 13 Fair Value Measurement establishes a single source 
of guidance under IFRS for all fair value measurements. 
IFRS 13 does not change when an entity is required to use 
fair value, but rather provides guidance on how to measure 
fair value under IFRS when fair value is required or permit-
ted and sets out new disclosure requirements. This standard 
became effective for annual periods beginning on or after 
January 1, 2013. This standard had an impact on the extent 
of the disclosures provided by GAGFAH GROUP.

On May 17, 2012, the IASB issued Improvements to 
IFRS 2009-2011, a collection of amendments to IFRS, in 
response to issues addressed during the 2009-2011 cycle. 
The following five standards are primarily affected by six 
amendments, with consequential amendments to other 
standards:

--- IFRS 1 First-time Adoption of International Financial 
Reporting Standards

--- IAS 1 Presentation of Financial Statements
--- IAS 16 Property, Plant and Equipment
--- IAS 32 Financial Instruments: Presentation
--- IAS 34 Interim Financial Reporting

The amendments are effective for annual periods begin-
ning on or after January 1, 2013. The amendments have 
no impact on the Group.

The offsetting model in IAS 32 Financial Instruments: 
Presentation requires an entity to offset a financial asset 
and financial liability when, and only when, an entity cur-
rently has a legally enforceable right of set-off and intends 
either to settle on a net basis or to realize the financial 
asset and settle the financial liability simultaneously. The 
US GAAP offsetting model, while similar to the model in 
the IFRS, also provides a broad exception which permits 
entities to present derivative assets and derivative liabili-
ties subject to master netting arrangements net in the 
statement of financial position even if an entity doesn’t 
have a current right or intention to settle net. In 2011, the 
IASB and the FASB decided to retain their existing differ-
ent offsetting models and instead issue new disclosure 
requirements, narrower than the current conditions in US 
GAAP, to allow investors to better compare financial state-
ments prepared in accordance with the IFRS or US GAAP. 
On December 16, 2011, the IASB and FASB issued com-
mon disclosure requirements. The new requirements are 
set out in Amendments to IFRS 7 Financial Instruments: 
Disclosures – Offsetting Financial Assets and Financial 
Liabilities. As part of that project the IASB also clarified 
aspects of IAS 32 Financial Instruments: Presentation. The 
amendments to IAS 32 clarify the meaning of “currently 
has a legally enforceable right of set-off” and that some 
gross settlement systems may be considered equivalent 
to net settlement. The amendments to IFRS 7 and IAS 32 
become effective for annual periods beginning on or after 
January 1, 2013, and January 1, 2014, respectively. The 
adoption of these amendments did not have any impact 
on the financial performance of GAGFAH GROUP.

On June 27, 2013, the IASB issued Novation of Deriva-
tives and Continuation of Hedge Accounting (Amend-
ments to IAS 39). The objective is to provide an excep-
tion to the requirement for the discontinuation of hedge 
accounting in IAS 39 and IFRS 9 in circumstances when 
a hedging instrument is required to be novated to a cen-
tral counterparty as a result of laws or regulations. The 
amendments are to be applied retrospectively for annual 
periods beginning on or after January 1, 2014. GAGFAH 
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GROUP applied the aforementioned standards voluntarily 
earlier in the financial year 2013. The amendments had 
no effects on the Consolidated Financial Statements of 
GAGFAH GROUP.

NEW ACCOUNTING STANDARDS NOT YET ADOPTED The fol-
lowing IFRS and IFRIC, that might have an impact on the 
future Consolidated Financial Statements of GAGFAH 
GROUP, are not yet adopted at the date of this report:

--- IFRS 9 Financial Instruments (replacement of IAS 39) 
and subsequent amendments (amendments to IFRS 9 
and IFRS 7) (issued on November 12, 2009, resp. De-
cember 16, 2011; endorsement postponed)

--- Investment Entities (Amendments to IFRS 10, IFRS 12 
and IAS 27) (issued on October 31, 2012, endorsed in 
November 2013)

--- Recoverable Amount Disclosures for Non-financial As-
sets (Amendments to IAS 36) (issued on May 29, 2013, 
endorsed in December 2013)

--- Novation of Derivatives and Continuation of Hedge Ac-
counting (Amendments to IAS 39) (issued on June 27, 
2013, endorsed in December 2013)

--- IFRIC Interpretation 21 Levies (issued on May 20, 2013, 
endorsement expected in Q1 2014)

--- Defined Benefit Plans: Employee Contributions 
(Amendments to IAS 19) (issued on November 21, 
2013, not yet endorsed)

--- IFRS 14 Regulatory Deferral Accounts (issued on Janu-
ary 30, 2014, not yet endorsed)

IFRS 9 Financial Instruments was issued on November 12, 
2009, and contained requirements for the accounting of 
financial assets. On October 28, 2010, the IASB reissued 
IFRS 9 and added requirements on the accounting for 
financial liabilities. These requirements completed Phase 
1: “Classification and measurement” of the IASB’s project 
to replace IAS 39 Financial Instruments: Recognition and 
Measurement.

Most of the added requirements were carried forward 
unchanged from IAS 39. However, the requirements 
related to the “fair value option” for financial liabilities 
were changed to address the issue of own credit risk in 
response to consistent feedback from users of financial 
statements and others that the effects of changes in a li-
ability’s credit risk ought not to affect profit or loss unless 
the liability is held for trading.

IFRS 9 uses the following approach to determine whether 
a financial asset is measured at amortized cost or fair 
value: If the objective of the entity’s business model is 
to hold the financial asset to collect the contractual cash 
flows (business model test) and if the contractual terms 
of the financial asset give rise on specified dates to cash 
flows that are solely payments of principal and interest on 
the principal outstanding (cash flow characteristics test), 
a debt instrument can be measured at amortized cost. 
Even if an instrument meets the two amortized cost tests, 
IFRS 9 contains an option to designate a financial asset 
as measured at fair value through profit or loss, if doing 
so eliminates or significantly reduces a measurement or 
recognition inconsistency (sometimes referred to as an 
“accounting mismatch”) (fair value option).

The impairment phase of the IFRS 9 has not yet been 
completed.

The standard was initially effective for annual periods be-
ginning on or after January 1, 2013, but Amendments to 
IFRS 9 Mandatory Effective Date of IFRS 9 and Transition 
Disclosures, issued in December 2011, moved the manda-
tory effective date to January 1, 2015. In November 2013, 
the IASB removed the January 1, 2015, mandatory effec-
tive date of IFRS 9, to provide sufficient time for preparers 
of financial statements to make the transition to the new 
requirements. The endorsement of the standard has been 
postponed.

The implications of the new standard as a whole will be 
assessed when all phases are finalized.
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On May 29, 2013, the IASB issued Recoverable Amount 
Disclosures for Non-financial Assets (Amendments to 
IAS 36). The objective of the project is to amend the 
disclosure requirements in IAS 36 Impairment of As-
sets with regard to the measurement of the recoverable 
amount of impaired assets that were made as a con-
sequence of issuing IFRS 13 Fair Value Measurement 
in May 2011. It has come to the IASB’s attention that 
some of the amendments made to IAS 36 resulted in the 
requirement being more broadly applied than the IASB 
had intended. In particular, instead of requiring an entity 
to disclose the recoverable amount of an asset (including 
goodwill) or a cash-generating unit for which a mate-
rial impairment loss was recognized or reversed during 
the reporting period, the amendment made to IAS 36 
required an entity to disclose the recoverable amount of 
each cash-generating unit for which the carrying amount 
of goodwill or intangible assets with indefinite useful lives 
allocated to that unit is significant in comparison with the 
entity’s total carrying amount of goodwill or of intangible 
assets with indefinite useful lives. This project aims to 
amend IAS 36 so that those disclosure requirements bet-
ter represent the IASB’s intention. The amendments are 
effective for annual periods beginning on or after Janu-
ary 1, 2014. The amendments will have no effect on the 
Consolidated Financial Statements of GAGFAH GROUP.

On May 20, 2013, the IASB issued IFRIC Interpretation 
21 Levies, an interpretation on the accounting for levies 
imposed by governments. The Interpretations Commit-
tee was asked to consider how an entity should account 
for liabilities to pay levies imposed by governments, other 
than income taxes, in its financial statements. The principal 
question raised was about when the entity should recog-
nize a liability to pay a levy. IFRIC 21 is an interpretation of 
IAS 37 Provisions, Contingent Liabilities and Contingent 
Assets. IAS 37 sets out criteria for the recognition of a lia-
bility, one of which is the requirement for the entity to have 

a present obligation as a result of a past event (known as an 
obligating event). The interpretation clarifies that the obli-
gating event that gives rise to a liability to pay a levy is the 
activity described in the relevant legislation that triggers 
the payment of the levy. The analysis includes guidance 
illustrating how the interpretation should be applied. IFRIC 
21 is effective for annual periods beginning on or after 1 
January 2014. The amendments will have no effect on the 
Consolidated Financial Statements of GAGFAH GROUP.

On November 21, 2013, the IASB issued Defined Benefit 
Plans: Employee Contributions (Amendments to IAS 19 
Employee Benefits). The amendments clarify the require-
ments that relate to how contributions from employees or 
third parties that are linked to service should be attributed 
to periods of service. In addition, it permits a practical 
expedient of the amount of the contributions is independ-
ent of the number of years of service. The amendments are 
effective for annual periods beginning on or after July 1, 
2014, with earlier application permitted. The effect of the 
amendments on the Consolidated Financial Statements of 
GAGFAH GROUP is currently under consideration.

On January 30, 2014, the IASB issued IFRS 14 Regulatory 
Deferral Accounts. IFRS 14 Regulatory Deferral Accounts 
permits an entity which is a first-time adopter of Interna-
tional Financial Reporting Standards to continue to ac-
count, with some limited changes, for ‘regulatory deferral 
account balances’ in accordance with its previous GAAP, 
both on initial adoption of IFRS and in subsequent finan-
cial statements. Regulatory deferral account balances, and 
movements in them, are presented separately in the state-
ment of financial position and statement of profit or loss 
and other comprehensive income, and specific disclosures 
are required. The standard applies to an entity’s first an-
nual IFRS financial statements for a period beginning on 
or after January 1, 2016, and will have no effects on the 
Consolidated Financial Statements of GAGFAH GROUP.

-- A. General Information --

86

consolidated annual report 2013

notes



B. Consolidated Group and 
Consolidation Principles

-----
1. Consolidated Group

In total, 60 subsidiaries were included in the Consolidated 
Financial Statements of GAGFAH S. A. on a fully consoli-
dated basis since GAGFAH S. A. governs the financial and 
operating policies of these entities. Normally, control is 
possible if an entity holds the majority of voting rights, 
either directly or indirectly.

For four of these companies (No. 8, No. 37, No. 56 and 
No. 68 in the List of Shareholdings) GAGFAH determined 
that is has control over these entities (without having a 
majority of voting rights) based on other factors due to 
their nature as structured entities. Please refer to section 
B.2.1. “Subsidiaries”.

In addition, 14 fractional ownership funds (“HB Funds”) 
were included in the Consolidated Financial Statements 
on a fully consolidated basis, thereof one HB Fund (No. 
35 in the List of Shareholdings) without the majority of 
shares (see section B.2.1. “Subsidiaries”).

The number of Group companies, that have been in-
cluded in the Consolidated Financial Statements on a fully 
consolidated basis, has developed as follows:

Number of Group 
companies (includ-

ing GAGFAH S. A.)

As of January 1, 2012 79

Formations 7

As of December 31, 2012 / January 1, 2013 86

Formations 3

Merger by way of accretion – 8

Deconsolidations – 6

As of December 31, 2013 75

-- B. Consolidated Group and Consolidation Principles --
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Composition of the group structured by activities 
and location of the companies Information about the 
activities and location of GAGFAH GROUP’s subsidiaries 

at the end of the reporting period and in the prior year 
is as follows:

Principal activity Registered office
Number of wholly-owned  

subsidiaries (including GAGFAH S. A.)

12-31-2013 12-31-2012

Leasing of investment property Germany 15 22

Facility management Germany 7 7

Holding / staff Germany 15 15

Holding / staff Ireland 1 1

Holding / staff Luxembourg 1 1

Other Germany 8 8

Total 47 54

Principal activity Registered office
Number of non-wholly-owned  

subsidiaries

12-31-2013 12-31-2012

Leasing of investment property Germany 16 22

Holding / staff Germany 7 7

Holding / staff Ireland 1 1

Financing Ireland 2 0

Other Germany 2 2

Total 28 32

The composition of the GAGFAH GROUP and further 
information on changes in the Consolidated Group are 
presented in the List of Shareholdings attached as Exhibit 
(1) “List of Shareholdings”.
 
CHANGES IN THE CONSOLIDATED GROUP IN 2013 
Formations / mergers by way of accretion In addition 
to the existing seven companies founded in 2012 (see 
“Changes in the Consolidated Group in 2012 – Forma-
tions”), the following additional company was founded in 
the course of the refinancing of GAGFAH subgroup and 
with the purpose of taking over assets and liabilities of 
GAGFAH A Asset GmbH & Co. KG:

--- GAGFAH Achte Wohnen GmbH & Co. KG (founded 
on January 21, 2013)

Due to the ultimate refinancing situation based on a Com-
mercial Mortgage Backed Security (CMBS) (see section 
E.16.1. “Financial Liabilities”), there was no further use 
for the above-mentioned eight companies. Therefore, they 
have been merged by way of accretion as of May 31, 2013, 
and all assets and liabilities which were not material were 
retransferred to GAGFAH I Invest GmbH & Co. KG and 
GAGFAH A Asset GmbH & Co. KG. 

-- B. Consolidated Group and Consolidation Principles --
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In the course of the refinancing of GAGFAH subgroup 
via a CMBS, on April 26, 2013, GERMAN RESIDENTIAL 
FUNDING 2013-1 LIMITED was founded under Irish law 
with registered office in Dublin. Purpose of the company 
is to entering into various financing agreements and 
making loans to GAGFAH I Invest GmbH & Co. KG and 
GAGFAH A Asset GmbH & Co. KG. As GAGFAH GROUP 
has control according to IFRS 10.7 over the company, 
GAGFAH GROUP has to include GERMAN RESIDEN-
TIAL FUNDING 2013-1 LIMITED as a fully consolidated 
subsidiary according to IFRS 10.

In the course of the refinancing of NILEG subgroup via 
a CMBS, on October 21, 2013, GERMAN RESIDENTIAL 
FUNDING 2013-2 LIMITED was founded under Irish law 
with registered office in Dublin. Purpose of the company 
is to entering into various financing agreements and mak-
ing loans to NILEG Residential Asset GmbH & Co. KG, WG 
Norden Asset GmbH & Co. KG and WBN Asset GmbH & Co. 
KG. As GAGFAH GROUP has control according to IFRS 
10.7 over the company, GAGFAH GROUP has to include 
GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED as a 
fully consolidated subsidiary according to IFRS 10.

Deconsolidations After the sale of all their assets initi-
ated in 2010, the following six HB Funds were liquidated 
and therefore deconsolidated in the financial year 2013. 
The liquidation surpluses amounting to € 0.4 million were 
transferred as dividend to the remaining shareholders 
in 2013:

--- Haus- und Boden-Fonds 5
--- Haus- und Boden-Fonds 7
--- Haus- und Boden-Fonds 8
--- Haus- und Boden-Fonds 10
--- Haus- und Boden-Fonds 13
--- Haus- und Boden-Fonds 35

There was no material result from the deconsolidation of 
the aforementioned HB Funds.

(Intercompany) Transfer
On January 31, 2013, GAGFAH I Invest GmbH & Co. KG 
divided its share of capital in GAGFAH M Immobil-
ienmanagement GmbH in the notional amount of 
€ 65,800,000 (94 %) into two shares in the nominal 
amount of € 61,600,000 (88.00 %) and € 4,200,000 (6.00 %) 
and transferred the 88.00 % share to GAGFAH GmbH.

Change of Name With effect as of June 14, 2013, VHB 
Grundstücksverwaltungsgesellschaft “Haus- und Boden-
Fonds” mbH was renamed into VHB Facility Manage-
ment GmbH.

CHANGES IN THE CONSOLIDATED GROUP IN 2012
Formations With the purpose of taking over assets 
and liabilities of GAGFAH I Invest GmbH & Co. KG and 
GAGFAH A Asset GmbH & Co. KG in the course of the 
refinancing of GAGFAH subgroup, the following seven 
Group companies were founded on December 21, 2012:

--- GAGFAH Erste Wohnen GmbH & Co. KG
--- GAGFAH Zweite Wohnen GmbH & Co. KG
--- GAGFAH Dritte Wohnen GmbH & Co. KG
--- GAGFAH Vierte Wohnen GmbH & Co. KG
--- GAGFAH Fünfte Wohnen GmbH & Co. KG
--- GAGFAH Sechste Wohnen GmbH & Co. KG
--- GAGFAH Siebte Wohnen GmbH & Co. KG

The corporate purpose of these companies was the man-
agement of residential and other buildings. 

(Intercompany) Sales Again in the course of the refi-
nancing of GAGFAH subgroup, on December 21, 2012, 
GAGFAH M Immobilien Management GmbH divided 
its share of capital in GAGFAH B Beteiligungs GmbH in 
the notional amount of € 24,900.00 (99.60 %) into two 
shares in the nominal amount of € 12,750.00 (51.00 %) 
and € 12,150.00 (48.60 %) and sold the 51.00 % share to 
KALIRA Grundstücksgesellschaft mbH & Co. KG.

-- B. Consolidated Group and Consolidation Principles --
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-----
2. Consolidation Principles

2.1. SUBSIDIARIES As set out above, in 2013, GAGFAH S. A. 
has applied for the first time IFRS 10, IFRS 11, IFRS 12 
and IAS 28 (as revised in 2011) together with the Amend-
ments to IFRS 10, IFRS 11 and IFRS 12 regarding the 
transitional guidance.

Management has to exercise judgment with regard to the 
consolidation of all entities. IFRS 10 regulates the con-
solidation of companies controlled by other companies. 
Every entity has to be consolidated by another company 
when it is controlled by that company from an economic 
perspective even if the company does not hold more than 
half of the entity’s shares. The application of the control 
concept requires judgment in each individual case with 
consideration of all relevant factors.

All subsidiaries over which control is exercised pursuant 
to IFRS 10.7 are fully consolidated. GAGFAH S. A. con-
trols the subsidiaries if and only if it has:

--- power over the investee
--- exposure or rights to variable returns from its involve-

ment with the investee and
--- the ability to use its power over the investee to affect the 

amount of the investor’s returns.

In the light of the aforementioned factors, five of the 
Group companies (UC ACQ Ireland Limited, 12. CR 
Immobilien-Vermietungsgesellschaft mbH & Co. SÜDOST 
WOBA Striesen KG, Haus- und Boden-Fonds 37 and the 
two newly established companies GERMAN RESIDEN-
TIAL FUNDING 2013-1 LIMITED and GERMAN RESI-
DENTIAL FUNDING 2013-2 LIMITED) were included in 
the Consolidated Financial Statements according to IFRS 
10, although GAGFAH has not the majority of shares.

Due to the narrow purpose of the GERMAN RESI-
DENTIAL FUNDING 2013-1 LIMITED and GERMAN 
RESIDENTIAL FUNDING 2013-2 LIMITED, the underly-
ing CMBS structure and the corresponding contracts, 
GAGFAH GROUP has the ability to control the variable 
cash flows and the repayment of the junior tranche by 

own activities and bears substantial risks. Furthermore, 
GAGFAH GROUP had a significant role in the formation 
of the companies and the conclusion of the correspond-
ing contracts. This leads to the assumption, that GAGFAH 
GROUP has control according to IFRS 10.5 ff. and 
GAGFAH GROUP had to fully consolidate the companies 
according to IFRS 10.

GAGFAH GROUP bears all risks and variable returns of 
12. CR Immobilien-Vermietungsgesellschaft mbH & Co. 
SÜDOST WOBA Striesen KG due to an existing long-
term leasing contract and therefore has control over this 
subsidiary as well.
Due to diverse cross connections within the combined 
business activities with UC ACQ Ireland Limited, 
GAGFAH GROUP also has control over this subsidiary.

Through the exercise of the fiduciary management, 
GAGFAH GROUP controls Haus- und Boden-Fonds 37 
as a principal. Moreover, with one exception, GAGFAH 
GROUP has the majority of shares in the remaining 
13 HB Funds.

The financial statements of the individual subsidiaries 
are included in the Consolidated Financial Statements in 
accordance with the IFRS using the uniform accounting 
policies stipulated by GAGFAH GROUP.

All business combinations reflected in the Consolidated 
Financial Statements took place before financial year 
2008, and had been recorded according to IFRS 3 as ap-
plicable at the acquisition date.

For the companies acquired, capital consolidation was 
performed using the purchase method in accordance with 
IFRS 3, under which the acquisition costs of the invest-
ment is offset against the respective share in the net assets 
(in line with the Group’s interest) measured at fair value 
as of the acquisition date. 

The assets and liabilities of the relevant subsidiaries were re-
measured at fair value as of the respective acquisition dates.
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If the acquired share of the net assets of the subsidiary 
exceeds the cost of the investment, the share of the net as-
sets and the acquisition costs are reassessed as prescribed 
by IFRS 3.32. Any excess remaining after this reassess-
ment is recognized immediately as profit or loss.

All intercompany receivables and liabilities (and provi-
sions), revenues, expenses and income as well as gains 
and losses are eliminated in accordance with IFRS 10.B86.

Subsidiaries are fully consolidated from the date of acqui-
sition, i. e. the date on which the Group obtains control 
(IFRS 3.8 in conjunction with IFRS 3.15). Inclusion in the 
Consolidated Financial Statements ends as soon as the 
parent company ceases to have control (IFRS 10.25).

An adjustment item for non-controlling interests is rec-
ognized for shares in fully consolidated subsidiaries that 
do not belong to the parent company. Pursuant to IFRS 
10.22, the adjustment item is disclosed under consolidat-
ed equity as a separate item from the equity of the parent 
company. 

In accordance with IFRS 10.B94, the portion of non-con-
trolling interests in consolidated net profit or loss is re-
corded separately as a “thereof” line item below net profit 
or loss in the Consolidated Statement of Comprehensive 
Income. Profit or loss and other comprehensive income 
are attributed to the non-controlling interests even if this 
results in a deficit balance of the non-controlling interests.

2.2. CHANGE IN CONTROLLING INTEREST A change in owner-
ship interest of a subsidiary without a change of control is 
accounted for as an equity transaction.

2.3. JOINT VENTURES According to IFRS 11.5, a joint 
arrangement is defined as a contractual arrangement 
between two or more parties to undertake economic 
activities that are subject to joint control. A joint arrange-
ment whereby the parties that have joint control of the 
arrangement have rights to the net assets of the arrange-
ment, is called “joint venture”. The Group has interests in 
the following four joint ventures:

--- Objekt Dresden GbR
--- Grundstücksentwicklungsgesellschaft  

Oesselse “Langes Feld” GbR
--- Wolmirstedt GbR
--- Möser GbR

IFRS 11 Joint Arrangements, which became effective for 
annual periods beginning on or after January 1, 2013, 
replaced IAS 31 Interests in Joint Ventures and SIC-13 
Jointly-controlled Entities - Non-monetary Contributions 
by Venturers. IFRS 11 removed the option to account for 
jointly controlled entities (JCEs) using proportionate con-
solidation. Instead, JCEs that meet the definition of a joint 
venture must be accounted for using the equity method.

Due to the fact that the Group’s four joint arrangements 
(prior years: JCEs according to IAS 31) qualify as joint 
ventures, GAGFAH had to change its consolidation 
method from proportionate consolidation to the equity 
method according to IAS 28 Investments in Associ-
ates. For further information on the aggregate amounts 
of assets, liabilities, income and expenses related to the 
Group’s interests in the four joint ventures, we refer to 
section E.4. “Other Financial Assets”. 
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The following table summarizes GAGFAH GROUP’s 
material valuation methods:

Summary of selected material valuation methods

Acquired intangible assets

Initially measured at cost and  
amortized straight-line over the  
expected useful lives.

Goodwill

Initially recognized as excess of the cost 
of a business acquisition over the ac-
quirer’s interest in the net fair value of 
the identifiable assets, liabilities and 
contingent liabilities of a subsidiary on 
the acquisition date less any accumu-
lated impairment losses, subsequently 
remeasured by impairment test.

Finance leases (Lessee)

Initially recognized at amounts equal to 
the lower of the fair value of the leased 
property and the present value of the 
minimum lease payments. Subse-
quently, the minimum lease payments 
are divided into interest and principal 
payments; the lease liability thus bears 
interest on an ongoing basis.

Investment Property

Initially measured at cost plus transac-
tion costs, subsequently remeasured at 
fair value.

Property, plant and  
equipment

Initially measured at cost, subsequently 
recognized at cost less accumulated 
depreciation and impairment losses.

Loans granted, receivables 
and available-for-sale 
financial assets

Initially measured at fair value plus 
transaction costs, subsequently re-
measured at amortized cost using the 
effective interest method.

Primary financial liabilites

Initially recognized at fair value plus 
transaction costs, subsequently re-
measured at amortized cost using the 
effective interest method.

Derivative financial  
instruments and hedging  
relationships

Initially recognized at fair value on the 
date on which a derivative contract is 
entered into and subsequently remeas-
ured at fair value. The result is either 
shown as profit or loss or in the other 
operating income.

Inventories

Initially measured at cost, subsequently 
remeasured at the lower of cost and net 
realizable value.

Pension provisions Projected unit credit method

Other provisions

Current: settlement amount
Non-current: at present value  
if material.

A more detailed description of these methods can be found 
in the following sections.

----- 
1. Intangible Assets

ACQUIRED INTANGIBLE ASSETS Acquired intangible assets 
with a finite lifespan are initially measured at cost and 
amortized straight-line over their expected useful lives in 
accordance with IAS 38.97.

The software licenses recorded under intangible assets are 
amortized over a useful life of three to ten years.

GOODWILL Goodwill arising upon capital consolidation rep-
resents the excess of the cost of a business acquisition over 
the acquirer’s interest in the net fair value of the identifiable 
assets, liabilities and contingent liabilities of a subsidiary 
on the acquisition date.

All business combinations reflected in the Consolidated 
Financial Statements took place before financial year 2008 
and had been recorded according to IFRS 3 as applicable at 
the acquisition date.

Pursuant to IFRS 3.32, goodwill is recorded as an asset on 
the date of acquisition. It is not amortized, but subject to 
an annual impairment test pursuant to IAS 36. Following 
initial recognition, goodwill is measured at original cost 
less any accumulated impairment losses.

Basically, GAGFAH GROUP distinguishes whether the 
goodwill relates to a real estate portfolio or whether the 
goodwill relates to a service provider without a real estate 
portfolio.

C. Accounting Policies

-- C. Accounting Policies --
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In the case of a real estate portfolio, cash flows from the real 
estate are included in the calculation of the value in use of 
the real estate. For the calculation of the fair value of the real 
estate, GAGFAH GROUP uses certain parameters based on 
valuation standards used for calculation of market prices. 
An additional amount can result from the fact that the 
individual parameters for GAGFAH GROUP (e. g. adminis-
trative expenses) turn out more favorable than the general 
estimation used in the valuation of the real estate. These 
cost advantages can result in an incremental value in use 
which justifies the goodwill for the underlying real estate.

In the case of a service provider without a real estate 
portfolio the prospective discounted cash flows of that 
company are used for the impairment test of the goodwill. 
Future cash flows are projected in detail for one year. After 
this detailed planning horizon, no increase in future cash 
flows is planned. 

For the purpose of impairment testing, the acquired 
goodwill is allocated to the cash-generating units expected 
to benefit from the synergies of the combination as of the 

acquisition date. GAGFAH GROUP performs the impair-
ment test on the level of cash-generating units correspond-
ing with the particular regional divisions. Impairment is 
determined by assessing the recoverable amount of the 
cash-generating unit to which the goodwill relates. The 
recoverable amount is calculated using the value-in-use ap-
proach. Where the recoverable amount of the cash-gener-
ating unit is less than the carrying amount, an impairment 
loss is recognized.

Where goodwill forms part of a cash-generating unit and 
part of the operation within that unit is disposed of, the 
goodwill linked to the operation disposed of is included 
in the carrying amount of the operation when determin-
ing the gain or loss on disposal of the operation. Goodwill 
disposed of in this circumstance is measured on the basis 
of the relative values of the operation disposed of and the 
portion of the cash-generating unit retained.

When a subsidiary is sold, the allocable amount of good-
will is included in determining the gain or loss on disposal.

-- C. Accounting Policies --
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-----
2. Leases

Leases are assessed in accordance with their substance. A 
lease is classified as a finance lease if it transfers substan-
tially all the risks and rewards incidental to ownership of 
an asset. All other leases are classified as operating leases 
(IAS 17.4). According to IAS 17.13, classification is made 
at the inception of the lease.

FINANCE LEASES
Finance leases in the Financial Statements of lessees
At initial recognition, lessees recognize assets and liabilities 
in their Statement of Financial Position at amounts equal 
to the lower of the fair value of the leased property and the 
present value of the minimum lease payments (IAS 17.20).

For subsequent measurement, the minimum lease pay-
ments are divided into interest and principal payments; the 
lease liability thus bears interest on an ongoing basis.

A finance lease gives rise to depreciation expense for depre-
ciable assets as well as finance expenses for each accounting 
period. Finance costs are recorded directly as expenses. If it 
is not sufficiently certain that the ownership will be trans-
ferred, the leased items are amortized / depreciated over 
their remaining useful lives or over the remaining term of 
the lease using the shorter of the two periods.

Finance leases in GAGFAH GROUP concern several 
transferable leasehold land contracts. In the corresponding 
contracts, GAGFAH GROUP is lessee and the conditions for 
a recognition as finance lease are fulfilled. These leases have 
residual terms of between 44 and 89 years. For further infor-
mation, please refer to section H.3. “Contingent Liabilities 
and Other Financial Obligations and Receivables”.

OPERATING LEASES
Operating leases in the Financial Statements of les-
sees According to IAS 17.33, lease payments under an op-
erating lease are recognized as an expense on a straight-line 
basis over the lease term unless another systematic basis is 
more representative of the time pattern of the user’s benefit.

Operating leases in the Financial Statements of les-
sors Lessors present assets subject to operating leases in 
their Statement of Financial Position according to the nature 
of the asset (IAS 17.49). Lease income from operating leases 
are recognized in income on a straight-line basis over the 
lease term unless another systematic basis is more repre-
sentative of the time pattern in which user’s benefit derived 
from the leased asset is diminished (IAS 17.50).

All existing rental leases related to the Group’s investment 
properties have been assessed as operating leases. The ten-
ants have a unilateral right to terminate the lease contract 
within the statutory notice period.

Further operating leases are transferable leasehold land con-
tracts in which GAGFAH GROUP is lessee and lessor respec-
tively and the conditions for a recognition as operating lease 
are fulfilled. These leases have residual terms of between 4 
and 88 years. For further information, please refer to section 
H.3. “Contingent Liabilities and Other Financial Obligations 
and Receivables”.

-- C. Accounting Policies --
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-----
3. Investment Property

RECOGNITION Investment property is defined as property 
held in the long term to earn rentals and / or for capital 
appreciation (IAS 40.5 et seqq.). This includes land without 
buildings, land and similar land rights with buildings as 
well as land with third-party inheritable building rights. 
This balance sheet item does not include owner-occupied 
real estate (e. g. administrative buildings) or property held 
for short-term sale within the scope of ordinary activities.

Where buildings are partly owner-occupied and partly 
leased to third parties, the relevant parts of the buildings 
are accounted for separately in accordance with IAS 40.10 
only if the leased part of the property can be disposed of 
separately or leased separately within the scope of a finance 
lease transaction.

Properties are transferred from property, plant and equip-
ment or from inventories to the investment property port-
folio if there is a change in their usage evidenced by the end 
of owner occupation or the beginning of a lease agreement 
with another party (IAS 40.57 (c) and (d)).

Properties are transferred from the investment property 
portfolio to property, plant and equipment if there is a 
change in their usage evidenced by the beginning of owner 
occupation (IAS 40.57 (a)).

According to IAS 40.66, investment properties are derecog-
nized when they have either been disposed of or when the 
investment property is permanently withdrawn from use 
and no future benefit is expected from its disposal. Any 
gains or losses from the discontinuation or disposal of the 
investment property are recognized in the year in which it 
was discontinued or disposed of (IAS 40.69).

Any gains or losses that result from a change in the fair 
value of the investment property are recognized as profit or 
loss for the period in which they arise (IAS 40.35).

VALUATION Investment property is initially measured at 
cost plus any incidental purchase costs or transaction 
costs at the time of addition in accordance with IAS 
40.20. In the subsequent annual accounts each property 
is valued at its fair value. The valuation results are shown 
on the line “Result from the fair value measurement of 

investment property” of the Consolidated Statement of 
Comprehensive Income.

The Group’s valuation policies and procedures are 
decided by the management. The valuation process is co-
ordinated by the accounting department and carried out 
quarterly by independent external appraisers from CBRE 
GmbH (hereinafter abbreviated to “CBRE”) on the basis 
of the data schedule for the quarter preceding the date of 
valuation (end of period). On the reporting date, the un-
derlying assumptions of the valuation are again evaluated 
by CBRE as to their timeliness. Amongst other things, 
this presumes that the properties had been properly 
marked and that exchange of contracts took place on this 
date. The valuation result will be adjusted by GAGFAH 
GROUP for disposals by sale and carried forward to the 
balance sheet value of the current quarter. The changes in 
the fair value from quarter to quarter are analyzed by the 
accounting department in cooperation with CBRE. The 
valuation results and the aforementioned analyses are 
discussed with the management.

The valuation of investment property has been prepared 
in accordance with the RICS Valuation – Professional 
Standards, Eighth Edition (Red Book), published by the 
Royal Institution of Chartered Surveyors in March 2012. 
As in prior years, a discounted cash flow model was used 
to determine the investment properties’ fair value which 
equals their net capital value (i. e. capital value less as-
sumed purchaser’s costs).

Fair Value The properties have been valued at fair value 
in accordance with IFRS 13 and IAS 40 of the Interna-
tional Financial Reporting Standards (IFRS), published 
by the International Accounting Standards Board (IASB). 
“Fair value” is defined as follows:

Fair value is “the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transac-
tion between market participants at the measurement 
date” (IAS 40.5 and IFRS 13.9).

The definition of “fair value” corresponds with the defi-
nition of “market value” in accordance with Valuation 
Statement (VS) 3.2. of the RICS Valuation – Professional 
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Standards (Eighth Edition (Red Book)), published by the 
Royal Institution of Chartered Surveyors (RICS), London:

“The estimated amount for which an asset or liability 
should exchange on the valuation date between a willing 
buyer and a willing seller in an arm’s length transaction 
after proper marketing where the parties had each acted 
knowledgeably, prudently and without compulsion.”

The fair value measurement of investment property takes 
into account a market participant’s ability to generate 
economic benefits by using the asset in its highest and 
best use or by selling it to another market participant that 
would use the asset in its highest and best use. The highest 
and best use of investment property takes into account 
the use of an asset that is physically possible, legally per-
missible and financially feasible (IFRS 13.27 et. seqq.).

IFRS 13 requires that the classification of investment 
properties at fair value be determined by reference to the 
source of inputs used to derive the fair value. This clas-
sification uses the following three-level hierarchy:

--- 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 li-
ability 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).

In the Group’s Consolidated Financial Statements, invest-
ment property is not actively traded, but was valued by 
using a model with inputs that are not based on observ-
able market data (Level 3). 

No allowances have been made for any expenses of reali-
zation nor taxation, which might arise in the event of a 
disposal.

No account has been taken of any intercompany lease 
arrangements, or of any mortgages, debentures or other 
charges.

Of the three valuation techniques mentioned in 
IFRS 13.62 (market approach, cost approach and income 
approach), GAGFAH GROUP applies the income ap-
proach that converts future amounts (e. g. income and 
expenses) to a single current (discounted) amount. A 
more detailed description on the valuation technique ap-
plied can be found below:

DCF (Discounted Cash Flow) The model designed by 
CBRE for the IFRS appraisal of the GAGFAH GROUP’s 
real estate holdings is based on the DCF method. IAS 
40.46 (c) permits the use of this method.

In order to ensure the basic suitability of the DCF method 
for the assessment of fair value in accordance with 
IFRS 13 and IAS 40, in addition to the general permissi-
bility of the method, certain essential requirements must 
be complied with in its design, to allow for the derivation 
of sound, i. e. economically meaningful, values that are 
plausible and comparable in principle with the methods 
of real estate appraisal that are usually adopted. 

The following guidelines have been complied with when 
implementing the DCF model:

--- Reliable estimation of future cash flows
--- Based on the conditions of existing leases
--- Substantial external references, such as current market 

rental values
--- Discounting at an interest rate that reflects the risk of 

the cash flows

The DCF method determines the value of the subject 
property as the net capital value of the achievable cash 
flows. The property is therefore assessed on the basis of 
its future financial benefit to the investor as at the date of 
valuation.

The application of market-oriented, standardized and 
non-company-specific input parameters, e. g. rental 
growth potential, risk of vacancy, tenant fluctuation, 
management costs, repair and maintenance costs, and 
costs on tenant change – ensures that the demands for 
objectivity in appraisal required for fair value can be 
complied with.
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Using the DCF model, the fair value is assessed as the net 
capital value at the end of the reporting period (date of 
valuation), on the basis of the current and future returns 
from the subject property. 

The calculation model is set up to include two phases: 
During the first phase, the so-called period of detailed 
consideration, usually extending over a period of ten 
years, the net periodic cash flows (based on the current 
net rental income) are discounted, monthly in advance, 
to the date of valuation. For the periods following the 
period of detailed consideration, the estimated long-term 
net income achievable is capitalized in perpetuity. This 
so-called residual (or terminal) value is discounted to the 
date of valuation and then added to the net capital value 
calculated for the period of detailed consideration. From 
the eleventh year onwards, the net income from the tenth 
year is capitalized in perpetuity as a constant income. 
The resulting terminal value is discounted at the discount 
rate to the date of valuation.

The most sensitive input parameters for investment 
properties are the net future returns, the discount rate 
applied for the period of detailed consideration and the 
capitalization rate used to assess the residual value.

Only an insignificant portion of investment properties 
(amounting to approximately 0.4 % (prior year: 0.3 %) of 
the entire carrying amount of all investment properties) 
have been fair valued in accordance with valuation 
models other than the DCF model (e. g. liquidation 
method, adjusted DCF model for demolition properties).

Determination of the discount rate and capitaliza-
tion rate IAS 40 does not give a prescriptive guideline 
on how to determine the discount rates to be applied in 
a DCF model. In principle, the capital market or the real 
estate market can be used as sources for discount rates 
appropriate for property valuation. CBRE has derived the 
discount rate from the real estate market. The basis of the 
model is closely referenced on the German residential 
property market. This relates both to the reflection of a 
specific market yield and the current level of transactions 
in German residential property. A discount rate derived 
from the real estate market reflects changes in the market, 

in the same way as deriving the discount rate from the 
basis of the capital market, taking into account specific 
additions for risks arising from market circumstances.

The average basic discount rate derived from prices 
paid for assets comparable to the real estate portfolio 
of GAGFAH GROUP in Germany is 6.00 % (prior year: 
6.00 %). Specific risks in the cash flow of a property are 
reflected by appropriate additions or deductions from 
the average discount rate. The average discount rate after 
these adjustments is 5.99 % (prior year: 5.99 %).

The capitalization rate used is calculated by deduct-
ing the location-related growth component from the 
discount rate.

Liquidation Value The liquidation value has been as-
sessed for all properties that exhibit a negative cash flow, 
as a result of low rental income and higher costs, for 
more than five years. The liquidation value is calculated 
as the site value less demolition and site clearance costs.

Demolition and site clearance costs have been assessed at 
a spot figure of € 70.00 / sqm (prior year: € 70.00 / sqm) of 
lettable area.

If, on checking the liquidation values for plausibility, zero 
or negative values are ascertained, a check has been made 
to determine whether or not there is a market for the 
property concerned. If so, the cash flow has been modi-
fied in order to reflect the value accepted by the market 
(“comparable value”). In all other instances the value has 
been reported as zero.

Demolition properties As of the balance sheet date, the 
demolition program is entirely completed. Only remaining 
stocks of real estate were dismantled in the financial year.

WELFARE CONDITIONS AND CONTRACTUAL OBLIGATIONS 
Several direct and indirect subsidiaries of GAGFAH S. A. 
agreed in certain share and asset purchase agreements 
by which the property portfolio of the GAGFAH GROUP 
was acquired to comply with welfare conditions, which, 
in addition to statutory rules, safeguard the relevant parts 
of the portfolio. It must be noted that the welfare condi-
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tions only relate to certain though significant parts of 
the overall residential property portfolio of the GAGFAH 
GROUP and vary with the different parts of the overall 
portfolio. Welfare conditions include, in particular, the 
following obligations:

After the date of property purchases a protection period 
applies for several years. Within this period, various 
regulations regarding the relevant real estate holding 
companies, their employees and most importantly the 
properties apply: 

In the event of planned single-property sales, for ex-
ample, the respective properties may have to be offered 
first to the tenants or their immediate family members 
before they can be offered to third parties (pre-emptive 
right). For certain parts of the portfolio, these offers may 
additionally be subject to predefined upper limits. In the 
event of planned sales of condominium units or leased 
buildings with more than one rental apartment, such 
sales may only be permitted if certain obligations are 
fulfilled, such as predefined tenant occupancy rates or 
vacancy rates.

Furthermore, the welfare conditions may comprise 
clauses defining upper limits of rent increases as well as 
regulations regarding required improvement works. For 
certain parts of the portfolio the respective subsidiaries 
moreover have committed themselves to invest a defined 
average amount per square meter in maintenance.

Additionally, there are absolute selling restrictions for 
certain parts of the portfolio. Sales of individual proper-
ties from this portfolio are only possible with the ap-
proval of existing non-controlling shareholders.

Welfare conditions are often protected by penalties which 
can be substantial and for which in some cases securities 
have been granted.

-----
4. �Property, Plant  

and Equipment

Property, plant and equipment of GAGFAH GROUP is 
accounted for at cost less accumulated depreciation and 
impairment losses in accordance with the cost model of 
IAS 16.30.

An item of property, plant and equipment is derecognized 
upon disposal or when no future economic benefits are 
expected to arise from the continued use of the asset. Any 
gain or loss arising on derecognition of the asset (calcu-
lated as the difference between the net disposal proceeds 
and the carrying amount of the item) is included in the 
Statement of Comprehensive Income for the year the item 
is derecognized (IAS 16.67 et seq.).

The residual values of the items of property, plant and 
equipment, useful lives and depreciation methods are 
reviewed at the end of each financial year and adjusted as 
necessary.

In the case of major renovations, the relevant components 
are recognized as replacement investments if the recogni-
tion criteria are met.

Owner-occupied land and buildings are held for the provi-
sion of services or for administrative purposes (IAS 40.5). 
According to IAS 40.7, for owner-occupied land and build-
ings IAS 16 is applicable. These properties are recognized in 
the Statement of Financial Position at cost less depreciation. 
Costs include consideration paid for third-party services.

Assets under construction for administrative purposes or 
for non-specified purposes are recognized at cost less any 
impairment losses charged. Costs include consideration 
paid for third-party services.

Furniture and fixtures as well as technical equipment and 
machines are disclosed at cost less accumulated deprecia-
tion and any impairment losses recognized.
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Depreciation on property, plant and equipment is generally 
based on the following useful lives:

Useful life
years

Owner-occupied buildings 50 

Technical equipment and machines 10 to 25 

Other equipment, furniture and fixtures 3 to 13 

Technical equipment and machines and other equipment, 
furniture and fixtures are depreciated on a straight-line ba-
sis with the residual book value serving as assessment base. 
Owner-occupied buildings are depreciated on a straight-
line basis with the acquisition and production costs serving 
as assessment base.

The residual carrying amounts and useful lives are re-
viewed at every balance sheet date and adjusted if required.

Impairment losses are recognized on the basis of impair-
ment tests pursuant to IAS 16.63 in conjunction with IAS 
36.59 if the carrying amount exceeds the higher of the 
value in use and the fair value less costs to sell (“recover-
able amount”) (please refer to the following section C.5. 
“Impairment of Items of Property, Plant and Equipment 
and Intangible Assets”). If the reasons for impairment cease 
to apply, the impairment is reversed in accordance with 
IAS 36.110.

-----
5. �Impairment of Items of Property, Plant 

and Equipment and Intangible Assets

At every balance sheet date, GAGFAH GROUP reviews the 
carrying amounts of its items of property, plant and equip-
ment and intangible assets in order to ascertain whether 
there are any indications of impairment of these assets. If 
there are indications of such, the recoverable amount of the 
asset (or cash-generating unit) is estimated (IAS 36.9). For 
a more detailed information on the impairment testing of 
goodwill see C.1. “Intangible Assets”.

The recoverable amount is the higher of the fair value less 
costs to sell and the value in use (IAS 36.6).

If the estimated recoverable amount of an asset (or the 
cash-generating unit) is less than the carrying amount, the 
latter is reduced to the recoverable amount and the impair-
ment loss is recognized immediately in profit or loss (IAS 
36.59 et seqq.).

If the impairment is subsequently reversed, the carrying 
amount of the asset (or cash-generating unit) is increased 
to the newly estimated recoverable amount. This increased 
value may not exceed the carrying amount that would have 
arisen after taking into account amortization / depreciation 
if no impairment had been recognized in the prior periods. 
The amount of any reversal is included immediately in 
profit or loss for the period. Once a reversal has been made, 
the amortization / depreciation charge is adjusted in future 
reporting periods in order to systematically allocate the ad-
justed carrying amount of the asset less a residual carrying 
amount over its remaining useful life.
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-----
6. Financial Instruments

A financial instrument is any contract that gives rise to 
both a financial asset for one entity and a financial liabil-
ity or equity instrument for another entity (IAS 32.11).

A financial asset or a financial liability is recognized 
in the Statement of Financial Position when GAGFAH 
GROUP becomes a party to the contractual provisions of 
the instrument (IAS 39.14).

Gains and losses on the disposal of financial instruments 
are disclosed as other operating income or expenses in 
the Statement of Comprehensive Income (IAS 39.26). 
Impairment losses are disclosed in the separate line 
“Result from Other Financial Assets”. Other results from 
financial instruments, mainly interest, are disclosed in 
the financial result.

We refer to the section “Criteria for the Evaluation / Iden-
tification of the Need for Bad Debt Allowances” under 
the section H.1. “Additional Disclosures on Financial 
Instruments”.

PRIMARY FINANCIAL ASSETS Ordinary purchases or sales 
of financial assets are accounted for as of the settlement 
date, and thus as of the date the asset is delivered.

Financial assets are derecognized when the contractual 
rights or obligations underlying the financial instrument 
no longer exist (elimination) or have been transferred to a 
third party (transfer).

IAS 39.9 divides financial assets into four categories for 
the purpose of subsequent measurement and recognition:

--- Financial assets measured at fair value  
through profit or loss

--- Held-to-maturity investments
--- Loans granted and receivables
--- Available-for-sale financial assets

The financial assets are classified in accordance with the 
respective purpose for which they were acquired.

Loans granted and receivables and available-for-sale 
financial assets are initially measured at fair value plus 

transaction costs directly allocable to the acquisition of 
the financial asset in accordance with IAS 39.43. Transac-
tion costs mainly include commissions, broker fees, no-
tary fees and swaps which have been subject to novation.

Assets allocated to the category available-for-sale finan-
cial assets are investments in equity instruments. These 
instruments are subsequently measured at fair value with 
gains and losses being recognized directly in equity. The 
loss or gain accumulated in equity is recognized in profit 
or loss when the financial investment is derecognized or 
impaired.

The fair value of available-for-sale financial assets traded 
on organized financial markets is determined by refer-
ence to the market price on the balance sheet date. If there 
is no active market, measurement methods that rely on 
recent market transactions on arm’s length terms are 
used. If no fair value can be reliably measured, the asset is 
subsequently measured at amortized cost.

Primary and acquired loans and receivables with fixed or 
determinable payments that are not traded on an active 
market are categorized as loans granted and receivables. 
In this category, GAGFAH GROUP in particular has trade 
receivables and other non-current loans granted by insti-
tutional lenders.

After initial recognition, loans granted and receivables are 
measured at amortized cost using the effective interest 
method in accordance with IAS 39.46 (a).

On every balance sheet date, GAGFAH GROUP determines 
whether there are any objective indications of the impair-
ment of a financial asset or group of financial assets.

If there are objective indications of impairment, the asset 
is tested for impairment in accordance with IAS 39.58 in 
conjunction with IAS 39.63 et seq. If impairment is estab-
lished, the expected cash flows are estimated and capital-
ized at the interest rate used for first-time recognition. If 
a loss arises from the difference of the present value of 
estimated future cash flows as compared with the carry-
ing amount, this amount is recorded in the Consolidated 
Statement of Comprehensive Income.
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For rent receivables, the receivables from current rental 
agreements and rental agreements which are no longer in 
place are grouped together in order to test them jointly for 
impairment and specific bad debt allowances are recog-
nized on the basis of past experience. For other loans and 
receivables, appropriate allowances are charged on an 
item-by-item basis (if required) for uncollectible amounts.

Subsequent reversals in accordance with IAS 39.65 are 
recognized as profit or loss.

For current trade receivables and other current receiva-
bles, GAGFAH GROUP assumes that the carrying amount 
reflects a reasonable approximation of fair value.

The fair value of the non-current loans granted and receiv-
ables is determined by discounting the future cash flows 
at the market interest rate, as there is no active market for 
these assets.

PRIMARY FINANCIAL LIABILITIES Primary financial liabili-
ties within the GAGFAH GROUP comprise in particular 
liabilities from loan agreements, trade payables and rent 
liabilities.

Pursuant to IAS 39.14, financial liabilities are recognized on 
the date on which GAGFAH GROUP becomes a party to the 
contractual provisions governing the financial instruments.

Financial liabilities are initially recognized in accordance 
with IAS 39.43 at fair value plus transaction costs that are 
directly allocable to the raising of the financial liabilities.

Following initial recognition, the financial liabilities are 
measured at amortized cost using the effective interest 
method (IAS 39.47). Amortized cost are calculated by tak-
ing into account any discount or premium on acquisition 
and fees or costs that are an integral part of the effective in-
terest rate over the expected life of the financial liability. If 
the Group revises its estimates of payments or receipts, the 
carrying amount of the financial asset or financial liability 
(or group of financial instruments) will be adjusted in 
accordance with IAS 39 AG 8 to reflect actual and revised 
estimated cash flows. The adjustment is recognized in 
profit or loss as interest income or interest expenses.

Liabilities that bear no or low interest for which the lend-
ers receive occupancy rights for apartments at discounted 
rent in return are recognized at amortized cost using 
the effective interest method. The liabilities are initially 
measured at fair value on the date the government grant 
was issued using the market level of interest at that time. 
In accounting for the acquisition of subsidiaries, acquisi-
tion cost was determined on the basis of the fair values 
of the loans as of the acquisition date. The difference be-
tween the notional amount and the fair value is disclosed 
separately as a deferred item and allocated in subsequent 
years on a proportionate basis over the term of the loan as 
“revenues from real estate management”. By contrast, the 
interest expense is recorded at amortized cost using the 
effective interest method. 

The amortization of transaction costs is recorded in the 
Statement of Comprehensive Income.

Financial liabilities – or parts thereof – are derecognized as 
soon as the liability is extinguished, i. e. when the obliga-
tions stipulated in the agreement are settled or canceled.

According to IAS 39.40, an exchange between an existing 
borrower and lender of debt instruments with substan-
tially different terms is accounted for as an extinguish-
ment of the original financial liability and the recognition 
of a new financial liability. Similarly, a substantial modi-
fication of the terms of it (whether or not attributable to 
the financial difficulty of the debtor) is accounted for as 
an extinguishment of the original financial liability and 
the recognition of a new financial liability.

Gains or losses from financial liabilities are recorded in 
profit or loss in accordance with IAS 39.56 when the 
financial liability is derecognized. 

For presentation purposes, the remaining term of a finan-
cial liability is based on the earlier date of the end of the 
interest lock-in period and the last principal repayment.

Current trade payables and other current financial liabili-
ties have short-term maturities. For this reason, GAGFAH 
GROUP assumes that the carrying amount reflects a 
reasonable approximation of fair value.
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The fair value of the non-current financial liabilities is 
determined by using the following three-level hierarchy:

--- 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).

The fair value for financial liabilities is determined using 
mathematical methods on the basis of the market infor-
mation available on the balance sheet date. In order to 
determine the fair value of financial liabilities, the mark-
to-market calculation works with the actual cash value 
method. Therefore, a yield curve is created and the li-
abilities are discounted from the maturity date back to the 
current accounting date. All relevant and known market 
data as of the accounting date are used for the calculation 
of the values.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING RELA-
TIONSHIPS The Group uses derivative financial instru-
ments, such as interest rate swaps, to hedge its interest 
rate risks. Such derivative financial instruments are 
initially recognized at fair value on the date on which a 
derivative contract is entered into and are subsequently 
remeasured at fair value. Derivatives are carried as finan-
cial assets when the fair value is positive and as financial 
liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value 
of derivatives are taken directly to profit or loss, except for 
the effective portion of cash flow hedges, which is recog-
nized in other comprehensive income.

For the purpose of hedge accounting, hedges are generally 
classified as cash flow hedges when hedging the exposure 
to variability in cash flows is either attributable to a par-

ticular risk associated with a recognized asset or liability 
or a highly probable forecast transaction or the foreign 
currency risk in an unrecognized firm commitment.
At the inception of a hedge relationship, the Group for-
mally designates and documents the hedge relationship to 
which the Group wishes to apply hedge accounting and 
the risk management objective and strategy for under-
taking the hedge. The documentation includes identi-
fication of the hedging instrument, the hedged item or 
transaction, the nature of the risk being hedged and how 
the entity will assess the effectiveness of changes in the 
hedging instrument’s fair value in offsetting the exposure 
to changes in the hedged item’s fair value or cash flows at-
tributable to the hedged risk. Such hedges are expected to 
be highly effective in achieving offsetting changes in fair 
value or cash flows and are assessed on an ongoing basis 
to determine that they actually have been highly effective 
throughout the financial reporting periods for which they 
were designated.

At present, GAGFAH GROUP makes use of cash flow 
hedges in the form of interest rate swaps as well as interest 
rate caps to hedge the interest rate risk arising from varia-
ble-interest loans. These interest hedging instruments are 
accounted for as described below:

The effective portion of the gain or loss on the cash flow 
hedging instrument is recognized directly in other com-
prehensive income in the cash flow hedge reserve, while 
any ineffective portion is recognized immediately in the 
income statement as other operating expenses.

Amounts recognized as other comprehensive income are 
transferred to profit or loss when the hedged transaction 
affects profit or loss, such as when the hedged financial 
income or financial expense is recognized or when a 
forecast sale occurs. When the hedged item is the cost of a 
non-financial asset or non-financial liability, the amounts 
recognized as other comprehensive income are trans-
ferred to the initial carrying amount of the non-financial 
asset or liability.
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If the forecast transaction or firm commitment is no 
longer expected to occur, the cumulative gain or loss pre-
viously recognized in equity is transferred to the income 
statement. If the hedging instrument expires or is sold, 
terminated or exercised without replacement or rollover, 
or if its designation as a hedge is revoked, any cumulative 
gain or loss previously recognized in other comprehen-
sive income remains in other comprehensive income 
until the forecast transaction or firm commitment affects 
profit or loss.

In accordance with IAS 39.74(a), the option contract is 
separated into the intrinsic value and the time value of 
the designated interest rate caps. Only the change in the 
intrinsic value of the corresponding interest rate cap is 
designated as the hedging instrument. The change in its 
time value is accounted for as a separate derivate.

Derivative instruments are classified as current or 
non-current or separated into current and non-current 
portions based on an assessment of the facts and circum-
stances (i. e., the underlying contracted cash flows):

--- When the Group expects to hold a derivative as an 
economic hedge (and does not apply hedge accounting) 
for a period beyond 12 months after the reporting date, 
the derivative is classified as non-current (or separated 
into current and non-current portions) consistent with 
the classification of the underlying item.

--- Embedded derivatives that are not closely related to the 
host contract are classified consistent with the cash 
flows of the host contract.

--- Derivative instruments that are designated as, and are 
effective hedging instruments, are classified consistent-
ly with the classification of the underlying hedged item. 
The derivative instrument is separated into a current 
portion and a non-current portion only if a reliable 
allocation can be made.

-----
7. Inventories

Inventories include land and buildings held for sale as 
well as other inventories.

Other inventories are initially measured at cost. Cost 
comprises all costs directly allocable to the production 
process and an appropriate share of overheads.

The inventories are measured at the lower of cost and net 
realizable value as of the balance sheet date in accordance 
with IAS 2.9. Net realizable value is the estimated selling 
price less all estimated costs of completion and marketing 
and selling expenses (IAS 2.6).

If inventories are sold, their carrying value is recognized 
as an expense in the year in which the related revenue is 
recognized in accordance with IAS 2.34. Any write-downs 
of inventories to net realizable value and all losses of in-
ventories are recognized as an expense in the correspond-
ing period. Any reversal of any write-down of inventories 
(due to an increase in net realizable value) is shown as a 
reduction in the amount of inventories recognized as an 
expense in the period in which the reversal occurs.
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-----
8. Assets Held for Sale

Non-current assets, previously classified as investment 
property and owner-occupied property, are classified as 
“held for sale” if the following requirements are fulfilled:

--- The asset must be available for immediate sale in its 
present condition subject only to terms that are usual 
and customary for sales of such assets (IFRS 5.7),

--- the sale of the asset must be highly probable (IFRS 5.7) and
--- the asset must not be in the process of being abandoned 

(IFRS 5.13).
 
Management must be committed to the sale, which 
should be expected to qualify for recognition as a com-
pleted sale within one year from the date of classification 
(IFRS 5.8).

Investment property classified as “assets held for sale” is 
measured in accordance with the fair value model in IAS 
40 (IFRS 5.5). The fair value is deducted from sales prices 
already known or reasonably certain at balance sheet date. 
These sales prices meet the definition of level 2 inputs 
according to IFRS 13 (“inputs other than quoted market 
prices that are directly observable for the asset”).

For owner-occupied property classified as “assets held 
for sale”, depreciation is suspended from the moment of 
reclassification. These assets are measured at the lower of 
carrying amount and fair value less costs to sell.

In case of a later decision not to sell the asset, a reclassifi-
cation from assets held for sale into investment property 
and owner-occupied property has to be made (IFRS 5.26).

In case of a classification of property as “held for sale”, 
a decision about the use of the sales profit has to be 
made. If no reinvestment is intended, it is assumed that 
the Group has got a current repayment obligation. The 
respective financial liabilities need to be disclosed as 
current financial liabilities.

GAGFAH GROUP currently distinguishes between the 
following two categories of assets held for sale:

--- “Condo sales program”: Sale of individual apartments 
(single-unit sale) and of small multi-family homes to 
tenants or retail investors. Due to its current nature, 
only the condo sales program is shown as its own seg-
ment in the Group Segment Report.

--- “Block sales” usually occur in the context of selling our 
regional non-core portfolio. GAGFAH GROUP has iden-
tified approximately 10 % of its portfolio as regional 
non-core. These assets are in geographically remote 
locations compared to the core portfolio in GAGFAH 
GROUP’s 30 largest locations plus their respective com-
muter belts.

-----
9. Equity

Equity is the residual interest in the assets of the entity after 
deducting all its liabilities. An equity instrument is any 
contract that evidences a residual interest in the assets of an 
entity after deducting all of its liabilities.

According to IAS 32.33, own equity instruments which are 
repurchased (treasury shares) are recognized at cost and 
deducted from equity. No gain or loss is recognized in the 
Statement of Comprehensive Income on the purchase, sale, 
issue or cancellation of the entity’s own equity instruments. 
Treasury shares may be acquired and held by GAGFAH S. A. 
or by other members of the Consolidated Group. Any dif-
ference between the carrying amount and the consideration 
paid or received is recognized directly in equity.

According to IAS 39.95(a), the effective portion of the gains 
or losses on cash flow hedges and the respective income tax 
effect are recognized in other comprehensive income.
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-----
10. Pension Provisions

GAGFAH GROUP offers its employees both defined con-
tribution plans and defined benefit plans.

Under the defined contribution plans, GAGFAH GROUP 
pays contributions to public or private pension insur-
ance schemes on the basis of statutory or contractual 
requirements. GAGFAH GROUP does not have any other 
benefit obligations beyond payment of contributions. 
The current contribution payments are disclosed as an 
expense in the relevant year under personnel expenses for 
the various categories of expenses according to the cost of 
sales method.

Regarding the Group’s expenses for defined contribution 
plans we refer to section H.4. “Number of Employees and 
Personnel Expenses”.

In conjunction with the defined benefit plans, there are 
various types of employer-funded pension plans for 
company pensions, e. g. old-age pensions, early retirement 
pensions, invalidity pensions, widow’s / widower’s and 
orphan’s pensions. The GAGFAH subgroup, for example, 
grants its employees company pensions under Pension 
Regulation 2002 (hereinafter referred to as “VO 2002”). 
Payments to recipients are made if the requirements 
under the workplace agreement are fulfilled and if pay-
ments from the pension insurance are made. The above-
mentioned criteria have to be proved by presentation of 
a notice of a German pension insurance institution and a 
professional pension fund, respectively. The compliance 
with the waiting period, which in this case equals the 
legal vesting terms, is regarded as a general requirement.

Payment of old-age pensions are subject to the ending of 
employment relationship after the age of 65. The old-age 
pension is calculated as the sum of the individual benefit 
modules which accumulate during the pensionable work-
ing life. Benefit modules are measured as a fixed percent-
age of pensionable earnings in September of each year. 
The future cash flows arising from this pension scheme 
are covered by means of pension provisions which are 
calculated using the projected unit credit method.

Current pension benefits and legally vested rights to 
pension benefits are protected against the effects of an 
insolvency in accordance with the Act to Improve Occu-
pational Pensions (Gesetz zur Verbesserung der betriebli-
chen Altersversorgung). For this purpose, the Company 
pays contributions to a pension assurance association 
(Pensions-Sicherungs-Verein Versicherungsverein auf 
Gegenseitigkeit (PSVaG), Cologne), the institution of 
statutory insolvency insurance for occupational pensions.

The obligations from company pensions are fully pro-
vided for pension provisions which in turn are backed 
by sound assets and are partially covered by individual 
contracts for the reinsurance of pension benefits.

The pension provisions from defined benefit plans are cal-
culated using the projected unit credit method stipulated 
under IAS 19.67 with an actuarial valuation performed at 
each balance sheet date. This method takes into account 
both the pensions known and expectancies acquired as 
of the balance sheet date and the increases in salaries and 
pensions to be expected in the future.

Actuarial assumptions are the best estimates of the vari-
ables that will determine the ultimate cost of providing 
post-employment benefits. Actuarial assumptions com-
prise demographic assumptions (e. g. mortality, rates of 
employee turnover) and financial assumptions (e. g. dis-
count rate or future salary increases). Actuarial gains and 
losses result from increases or decreases in the present 
value of the defined benefit obligation because of changes 
in actuarial assumptions and experience adjustments. 
Actuarial gains and losses do not include changes in the 
present value of the defined benefit obligation because of 
introduction, amendment, curtailment or settlement of 
the defined benefit plan.

Remeasurements arising from defined benefit plans com-
prise actuarial gains and losses, the return on plan assets 
(excluding interest). Effects from remeasurements are 
recognized immediately in other comprehensive income 
(OCI). All other expenses related to defined benefit plans 
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(e. g. service cost, net interest on the net defined benefit 
liability / asset) are recognized in profit or loss.

Past service costs are recognized in profit or loss at the ear-
lier of either the date when the plan amendment or curtail-
ment occurs or the date when the entity recognizes related 
restructuring costs or termination benefits.

Gains or losses on the settlement of a defined benefit plan 
are recognized in profit or loss when the settlement occurs.

The net defined benefit liability as shown in the Consoli-
dated Statement of Financial Position is calculated as the 
balance of the defined benefit obligation and the fair value 
of plan assets.

Plan assets are assets that are held by a long-term employ-
ee benefit fund or qualifying insurance policies. All plan 
assets are not available to the creditors of the Group, nor 
can they be paid directly to the Group.

The pension plans expose GAGFAH GROUP to actuarial 
risks, mainly in the form of interest rate risks, further-
more inflation risks (future salary and pension increases) 
and longevity risks. A sensitivity analysis containing the 
impacts of a change in the significant actuarial assump-
tions on the defined benefit obligation can be found in 
chapter E.13.1. “Pension Provisions”.

In addition to their own pension schemes, NILEG 
subgroup and GBH subgroup are members of supple-
mentary pension funds which qualify as multi-employer 
defined benefit plans. The NILEG subgroup participates 
in the pension scheme organized by the pension institu-
tion of the Federal Republic of Germany and the Federal 
States (“Versorgungsanstalt des Bundes und der Länder”; 
hereinafter referred to as “VBL”). The GBH subgroup is 

involved in the pension scheme of the public corporation 
“Kommunaler Versorgungsverband Baden-Württemberg” 
(“Zusatzversorgungskasse des Kommunalen Versorgungs-
verbandes Baden-Württemberg”; hereinafter referred to 
as “ZVK-KVBW”). The services of those supplementary 
pension funds are funded by levies of the employers and 
contributions of the employees, each based on certain 
percentage of the employee’s remuneration. In addition, 
the supplementary pension funds raise recapitalization 
payments (“Sanierungsgelder”) from the participating 
employers in order to cover any additional financing re-
quirements. A joint liability for other participating com-
panies is not apparent from the statutes of the supple-
mentary pension funds. The proportion of the subgroups 
NILEG and GBH of the total contributions to the plan is 
less than 1 %.

Due to the fact that the aforementioned supplementary 
pension funds are public-law institutions, a future wind-
up of the plans is considered unlikely. In the unlikely 
event of a wind-up, first all liabilities of the supplemen-
tary pension funds against third-parties (non-insured) 
must be met. Then the remaining assets shall be used 
exclusively for the insured beneficiaries.

As the VBL and the ZVK-KVBW do not provide available 
sufficient information to permit treatment as defined ben-
efit plans, the multi-employer defined benefit plans con-
stituted by them are pursuant to IAS 19.34 (a) accounted 
for as if they were defined contribution plans. GAGFAH 
GROUP is not aware of any specific information on any 
surpluses or deficits in the plan or any future effects that 
such surpluses or deficits may have. The respective coun-
tervalue amounts to € 30.0 million. Regarding the Group’s 
current contributions to the supplementary pension 
funds we refer to section H.4. “Number of Employees and 
Personnel Expenses”.

-- C. Accounting Policies --

106

consolidated annual report 2013

notes



-----
11. Other Provisions

Pursuant to IAS 37.14, other provisions are recognized 
if a legal or constructive obligation in respect of a third 
party exists that results from a past event and it is likely 
that GAGFAH GROUP will be called on to settle this obli-
gation and the anticipated amount of the provision can be 
reliably estimated.

In accordance with IAS 37.36, the provisions are meas-
ured at the amount of the best estimate of the expenditure 
required to settle the present obligation at the balance 
sheet date.

Provisions expected to be utilized after more than one year 
are discounted in accordance with IAS 37.45 if the effect 
is material and recognized in the amount of the present 
value of the expected expenditure.

In accordance with IAS 37.71 et seqq., provisions for restruc-
turing and reorganization expenses are recognized when the 
Group has prepared a detailed formal restructuring plan and 
made this plan available to the relevant parties.

-----
12. Deferred Taxes

Deferred taxes are recognized using the liability method 
for all temporary differences at the balance sheet date 
between the tax bases of assets and liabilities and their 
carrying amounts for financial reporting purposes. 

Deferred tax liabilities are recognized for all temporary 
differences that will result in taxable amounts in deter-
mining taxable profit or tax loss of future periods when 
the carrying amount of the asset or liability is recovered 
or settled (taxable temporary differences). 

Deferred tax assets are recognized for all temporary dif-
ferences that will result in amounts that are deductible 
in determining taxable profit or tax loss of future peri-
ods when the carrying amount of the asset or liability is 
recovered or settled (deductible temporary differences). 
Deferred tax assets are also recognized for the carryfor-
ward of unused tax credits and unused tax losses to the 
extent that it is probable that taxable profit will be avail-
able against which the deductible temporary differences 
and the carryforward of unused tax credits and unused 
tax losses can be utilized. 

In assessing the probability that taxable profit will be 
available against which the unused tax losses can be 
utilized the entity considers whether it has sufficient tax-
able temporary differences relating to the same taxation 
authority and the same taxable entity, which will result in 
taxable amounts against which the unused tax losses can 
be utilized before they expire. 
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The following exceptions were taken into account:

--- Deferred tax liabilities which arise from the initial 
recognition of goodwill must not be recognized.

--- Deferred tax assets and liabilities which arise from the 
initial recognition of an asset or a liability in a trans
action that is not a business combination and at the 
time of the transaction affects neither the accounting 
profit nor taxable profit or loss must not be recognized.

--- In respect of deductible temporary differences associ-
ated with investments in subsidiaries, associates and 
interests in joint ventures, deferred tax assets may only 
be recognized to the extent that it is probable that the 
temporary differences will be reversed in the foresee-
able future and sufficient taxable profit will be available 
against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at 
each balance sheet date and reduced to the extent that it 
is no longer probable that sufficient taxable profit will be 
available against which all or part of the deferred tax asset 
can be utilized.

Deferred tax assets and liabilities are measured using the 
tax rates expected to apply to the period when the asset is 
realized or the liability is settled based on tax rates (and 
tax laws) that have been enacted or substantively enacted 
by the balance sheet date (IAS 12.47).

Income tax relating to items recognized directly in equity 
(e. g. derivative financial instruments) is recognized in
equity and not in the Statement of Comprehensive Income.

Deferred tax assets and deferred tax liabilities are offset 
against each other when the Group has an enforceable 
right to set off the current tax assets against its tax liabili-
ties and these assets and liabilities relate to income taxes 
levied by the same tax authority for the same taxable 
entity (IAS 12.71).

-----
13. Income and Expenses

The rental income is recognized monthly on a straight-
line basis taking into consideration lease incentives. The 
prepayments for operating expenses factored into the 
rent are recognized as revenues in the amount in which 
allocable operating expenses were incurred in the same 
period. Any remaining difference is disclosed either as a 
rent receivable or liability.

Revenues from the sale of property are recognized when:

--- the entity has transferred to the buyer the significant 
risks and rewards of ownership of the property;

--- no rights of disposal or control over the sold items 
remain with GAGFAH GROUP or its subsidiaries;

--- the amount of revenue can be measured reliably;
--- it is sufficiently probable that the proceeds from the 

sale will flow to the entity;
--- the costs incurred or to be incurred in respect of the 

transaction can be measured reliably.

Management fees are only recognized as revenues from 
third-party real estate management if the agreed manage-
ment services (including chargeable part-services) have 
been rendered.

Other revenues are recognized when the service has been 
rendered, the risks of ownership have been transferred, 
and the amount of expected consideration can be meas-
ured reliably.

Sales of goods and services sometimes involve the provi-
sion of multiple elements. Within GAGFAH GROUP, 
these arrangements may in particular include the sale of 
cable network connections. In these cases, the Company 
determines whether the contract or arrangement contains 
more than one unit of accounting. An arrangement is 
separated if

1) �the delivered element(s) has (have) value to the cus-
tomer on a stand-alone basis,
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2) �there is reliable evidence of the fair value of the  
undelivered element(s) and

3) �if the arrangement includes a general right of re-
turn relative to the delivered element(s), delivery or 
performance of the undelivered element(s) is (are) 
considered probable and substantially in the control  
of GAGFAH GROUP.

If all three criteria are fulfilled, the appropriate revenue 
recognition convention is then applied to each separate 
unit of accounting. Generally, the total arrangement 
consideration is allocated to the separate units of account-
ing based on their relative fair values. The hierarchy of fair 
value evidence is as follows:

a) �sales prices for the component when it is regularly  
sold on a stand-alone basis,

b) �third-party prices for similar components or, under 
certain circumstances,

c) �cost plus an adequate business-specific profit margin 
related to the relevant element.

By this means, reliable fair values are generally available. 
However, there might be cases when fair value evidence 
according to (a) and (b) is not available and the applica-
tion of the cost-plus method (c) does not create reason-
able results because the costs incurred are not an appro-
priate base for the determination of the fair value of an 
element. In such cases the residual method is used, if fair 
value evidence is available for the undelivered but not for 
one or more of the delivered elements, i. e. the amount al-
located to the delivered elements equals the total arrange-
ment consideration less the aggregate fair value of the 
undelivered elements. If the three separation criteria (1) to 
(3) are not met, revenue is deferred until such criteria are 
met or until the period in which the last undelivered ele-
ment is delivered. The amount allocable to the delivered 
elements is limited to the amount that is not contingent 
upon delivery of additional elements or meeting other 
specified performance obligations.

-----
14. Government Grants

Pursuant to IAS 20.12, government grants should be 
recognized as income over the periods necessary to match 
them with the related costs which they are intended to 
compensate on a systematic basis.

GAGFAH GROUP companies receive government grants 
in the form of construction cost allowances, redemption 
subsidies, redemption loans and low-interest loans.

Construction cost allowances are, wherever they relate to 
construction work, deducted from cost and released over 
the useful life of the subsidized asset. If the allowances 
do not relate to capitalizable maintenance work, they are 
recognized as income immediately.

Redemption subsidies which are granted in the form of 
rent, interest and other redemption subsidies are recog-
nized as income over the life of the respective loans. They 
are disclosed under income from the leasing of invest-
ment property.

Low-interest loans relate to government assistance. They 
are recognized at present value on the basis of the market 
interest rate prevailing at the date of issue. The difference 
is posted to a deferred item which is released to income 
from the leasing of investment property on a straight-line 
basis over the remaining term.
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-----
15. Share-Based Remuneration

Equity-settled Remuneration Plans Management of 
GAGFAH GROUP is entitled to different equity-settled 
remuneration plans based on the individual employment 
contracts.

In 2009, stock options were granted to members of Senior 
Management and other levels of management. 50 % of 
the stock options vested on December 31, 2010; another 
50 % vest on December 31, 2011. Vesting condition is 
the beneficiaries’ continued service or employment with 
GAGFAH GROUP on the respective vesting dates. The 
exercise period ends on December 31, 2015.

In 2011, a further stock option plan was established 
with the following conditions: 33.3 % of the stock options 
vested on December 31, 2011, and December 31, 2012, 
respectively; another 33.4 % vested on December 31, 2013. 
Vesting condition is the beneficiaries’ continued service or 
employment with GAGFAH GROUP on the respective vest-
ing dates. The exercise period ends on December 31, 2015.

The fair value of the options of stock option plan 2009 
and stock option plan 2011 was estimated at the respec-
tive grant dates in accordance with IFRS 2 using the 
Black & Scholes option pricing model.

The following table lists the inputs to the Black & Scholes 
option pricing model used for the calculation of the fair 
value of the stock options granted in 2009 and 2011:

Stock Option 
Plan 2011

Stock Option 
Plan 2009

Weighted average share price (€) 5.40 5.23

Exercise price (€) 6.36 3.70 – 6.31

Expected volatility (%) 59.37 59.83 – 61.12

Expected life of the option (years) 2.00 – 4.00 2.58 – 3.75

Expected dividends /  
dividend yield (%) 0.00 12.68 – 21.62

Risk-free interest rate (%) 1.31 – 2.64 3.35 – 3.49

--- The underlying exercise prices of the options are equal 
to the respective closing prices of one share at the 
Frankfurt Stock Exchange on the trading day immedi-
ately preceding the individual grant dates.

--- The expected volatility reflects the assumption that the 
historical volatility over a period similar to the life of 
the options is indicative of future trends, which may 
also not necessarily be the actual outcome. The expect-
ed volatility used for the Black & Scholes option pricing 
model is based on a historical volatility calculated over 
710 to 750 trading days.

--- The expected life of the share options is based on his-
torical data and current expectations and is not neces-
sarily indicative of exercise patterns that may occur.

All remaining claims from the stock option plans 2009 
and 2011 were settled in the financial year 2013.

In 2013, two long-term incentive plans containing stock 
awards with exercise prices of € 0.00 each were estab-
lished, the first of these with the following conditions: 
The stock awards entitle the beneficiary to GAGFAH S. A. 
shares without payment. Each 20.0 % of the stock awards 
vest on April 1 of the years 2014 to 2018. Vesting condi-
tion is the beneficiaries’ continued service or employment 
with GAGFAH GROUP on the respective vesting dates. 
Some of the grants are subject to an immediate retransfer 
obligation to GAGFAH S. A. in case of a claw-back event 
(e. g. resignation from office or termination by GAGFAH 
GROUP). The fair value of these stock awards is estimated 
on the basis of the share price net of expected dividends 
to be paid during the vesting period at the grant date in 
accordance with IFRS 2 and amounts to € 15.0 million.

The second long-term incentive plan set up in 2013 is 
based on the following conditions: The stock awards 
entitle the beneficiary to GAGFAH S. A. shares without 
payment. The vesting schedule of these stock awards is as 
follows:

--- 20 % on April 1, 2015
--- 30 % on April 1, 2016
--- 50 % on April 1, 2017
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Vesting condition is the beneficiaries’ continued service 
or employment with GAGFAH GROUP on the respective 
vesting dates and the reaching of a certain stock yield. The 
fair value of these stock awards is estimated on the basis 
of the share price net of expected dividends to be paid 
during the vesting period at the grant date in accordance 
with IFRS 2 and amounts to € 1.6 million.

Together with a corresponding increase in equity, the 
costs of equity-settled transactions are recognized equally 
over the period in which the service conditions are 
fulfilled (IFRS 2.15 (a)), ending on the date on which the 
relevant managers become fully entitled to the award. The 
cumulative expense recognized for equity-settled transac-
tions at each reporting date until the vesting date reflects 
the extent to which the vesting period has expired and the 
Group’s best estimate of the number of equity instru-
ments that will ultimately vest.

Cash-settled Remuneration Plans Middle management 
and executive staff of GAGFAH GROUP are entitled to a 
cash-settled remuneration plan (phantom stocks) based 
on a standardized additional agreement. The stock op-
tions are granted over a period of two or three consecu-
tive years, one tranche each year. Vesting condition is the 
continued service or employment with GAGFAH GROUP 
until the end of the vesting period. Within the following 
exercise period of two years, the stock options can be 
exercised within the first 15 days of each quarter.

Costs of this plan are measured initially at fair value at 
the grant date. Subsequent measurement until the vesting 
date takes place by reference to the fair value at the respec-
tive balance sheet date. The costs are recognized together 
with the corresponding increase in provisions over the 
period in which the service conditions are fulfilled. 
Changes in the provision are recognized in profit or loss. 

-----
16. Statement of Cash Flows

The Consolidated Statement of Cash Flows is prepared in 
accordance with the provisions of IAS 7. It is split into 
the three parts: cash flows from operating, investing and 
financing activities. For mixed transactions, cash flows 
are allocated to more than one area as appropriate.

Pursuant to IAS 7.18 (b), cash flows from operating activi-
ties are disclosed using the indirect method, under which 
profit or loss for the period is translated into cash flow in a 
reconciliation. The cash flows from investing and financ-
ing activities are calculated on the basis of payments.

Cash and cash equivalents are defined as the balance of 
cash and cash equivalents and all securities with a re-
sidual term (at the acquisition date) of up to three months, 
less the liabilities from overdrafts disclosed under current 
financial liabilities which are part of the Group-wide cash 
management system.

Financial liabilities are all liabilities to banks and other 
lenders.
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-----
17. �Uncertainties relating to Estimates

The preparation of the Consolidated Financial Statements 
requires to a certain extent assumptions and estimates to 
be made which have an effect on the carrying amounts 
of recognized assets and liabilities, income and expenses 
and contingent liabilities. The assumptions and estimates 
relate mainly to

--- the measurement of investment property,
--- the recognition and measurement of provisions,
--- the valuation of financial liabilities and
--- the assessment of recoverability of trade  

receivables and deferred tax assets.

The assumptions and estimates are based on parameters 
which are derived from current knowledge at that time. In 
particular, the circumstances prevailing at the time of prep-
aration of the Consolidated Financial Statements and the 
realistic future development of the global and industry en-
vironment were used to estimate cash flows. Where these 
conditions develop differently than assumed and beyond 
the sphere of influence of management, the actual figures 
may differ from those anticipated. If there are deviations 
between actual and anticipated development, the assump-
tions and, wherever necessary, the carrying amounts of the 
relevant assets and liabilities are adjusted accordingly.

Assumptions and estimates derived from the financial 
markets are currently subject to considerable uncertainty. 
This is due to the sovereign debt crisis evoked by certain 
member states of the European Union as a consequence 
of the financial and real economy market crisis in the 
preceding years. This uncertainty has affected the Euro-
pean real estate market, though the German residential 
real estate market proved to be comparably stable over 
the last years. Still, under these circumstances, the fair 
values of assets may be subject to a heightened volatility.

Investment Property GAGFAH GROUP carries its invest-
ment properties at fair value, with changes in fair value 
being recognized in profit or loss. The assessment of the 
real estate portfolio is provided by CBRE, an independent 
external appraiser. For the investment property, CBRE 
used a valuation methodology based on a DCF model. The 
determined fair value of the investment property is most 
sensitive to the estimated yield as well as the long-term 
vacancy rate. The key assumptions used to determine the 

fair value of investment property and a quantitative sen-
sitivity analysis are disclosed in sections C.3. “Investment 
Property” (Accounting Policies) and E.2. “Investment 
Property” (Notes).

Pension Provisions The cost of defined benefit pension 
plans and the present value of the pension obligation 
are determined using actuarial valuations. An actuarial 
valuation involves making various assumptions which 
may differ from actual developments in the future. These 
include the determination of the discount rate, future 
salary and pension increases, turnover rate, inflation 
rate and mortality rates. Due to the complexity of the 
valuation, the underlying assumptions and its long-term 
nature, a defined benefit obligation is highly sensitive 
to changes in these assumptions. All assumptions are 
reviewed at each annual reporting date.

In determining the appropriate discount rate, manage-
ment considers the interest rates of corporate bonds
in the respective currency with at least AA rating, with 
extrapolated maturities corresponding to the expected
duration of the defined benefit obligation. A detailed sen-
sitivity analysis regarding the impact of the discount rate 
and other parameters on the defined benefit obligation 
can be found in section E.13.1. “Pension Provisions”.

Financial Liabilities Regarding the senior debts, esti-
mates in respect of the future cash flows are necessary. 
Some of those loans are granted by state-owned banks 
and include an option for the bank to increase the inter-
est rate over a specific period up to a maximum level. 

For valuation purposes concerning senior debts, Senior 
Management estimates the future interest rate adjustments 
on an annual basis. For the valuation in the financial year 
2013, Senior Management assumed that the state-owned 
banks will exercise all possible future interest rate adjust-
ment options. In the financial year 2013, these estimates 
did not change compared to the prior year.

Further information on financial liabilities can be found 
in section E.16.1. “Financial Liabilities”. A sensitivity 
analysis regarding financial instruments can be found in 
section H.2. “Financial Risk Management”.
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D. Group Segment Reporting

According to IFRS 8 Operating Segments, the Group 
Segment Reporting is prepared in a manner consistent 
with internal reports regularly used by the Group’s key 
decision-makers for the internal assessment of the seg-
ments’ performance or the allocation of resources to the 
Group’s segments.

GAGFAH GROUP’s reporting format is based on its core 
business segments “Real estate management” and “Real 
estate sales”. These segments represent strategic business 
functions within the Group.

All other income and expenses that do not concern the 
real estate management and real estate sales segments are 
shown in the separate column “Other” in the Group Seg-
ment Report.

”Segment revenues” and “Segment EBITDA” are key 
performance indicators used by the Group for measuring 
segment performance. The primary differences between 
segment revenues and segment EBITDA on the one hand 
and Group revenues and Group EBITDA on the other 
hand are explained in footnotes (1) and (2) to the Group 
Segment Reports for the periods from January 1 to De-
cember 31, 2013, and 2012 on the following two pages. 
Due to changes in the internal management reporting 
system, EBITDA includes reorganization and restructur-
ing expenses since June 2013. The Group Segment Report 
for the prior year has been adjusted correspondingly.

The segment revenues of the real estate management 
segment comprise the total income from the leasing of 
investment property as shown in the Consolidated State-
ment of Comprehensive Income plus revenues from third-
party real estate management and other trade, reduced 
by non-cash income from the amortization of deferred 
liabilities of government-granted loans.

The segment revenues of the real estate sales segment 
only comprise the total income from the sale of individual 
apartments (single-unit sale) and of small multi-family 
homes to tenants or retail investors (“condo sales program”).

Income and expenses concerning the block sales (includ-
ing the sale of investment property of HB Funds) are 
allocated to the column “Other”. Income from the leasing 
of assets held for sale continues to be shown within the 
segment revenues of the real estate management segment. 

Intragroup transactions between the segments are carried 
out at arm’s length.
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GROUP SEGMENT REPORT

for the period from January 1 to December 31, 2013

€ million

Real estate  
management

Real estate  
sales

Total 
segments Other

Total 
Group Notes

Segment revenues 840.3 58.0 898.3 91.21 989.5

Segment EBITDA 338.5 7.0 345.5 – 7.52 338.0

Depreciation / amortization – 2.0 0.0 – 2.0 – 0.9 – 2.9
Earnings before interest and 
taxes (EBIT) 336.5 7.0 343.5 – 8.4 335.1

Interest expenses – 209.1 0.0 – 209.1 – 11.5 – 220.6 F.11.

Refinancing expenses – 67.9 0.0 – 67.9 0.0 – 67.9 F.12.

Result from the fair value  
measurement of derivatives 0.0 0.0 0.0 1.5 1.5 H.2.

Other financial expenses 0.0 0.0 0.0 – 0.1 – 0.1

Interest income 0.6 0.0 0.6 0.2 0.8

Earnings before taxes (EBT) 60.1 7.0 67.1 – 18.3 48.8

Income taxes 0.0 0.0 0.0 – 45.5 – 45.5 F.13.

Net result 60.1 7.0 67.1 – 63.8 3.3

Segment investments 26.3 0.0 26.3 1.8 28.1
Significant non-cash expenses 
(–) / income (+) – 20.43 – 2.34 – 22.7 4.75 – 18.0

1 �This item includes the income from block sales (€86.1 million) (see section E.10.), income from the amortization of deferred liabilities of government-granted loans 
(€ 4.0 million) (see section F.1.) and income from the sale of property development projects (€ 1.1 million).

2 �This item mainly includes the result from the fair value measurement of investment property (€ 5.4 million) (see section F.3.), the EBITDA contribution of the block sales 
(€ – 3.6 million), adjustments in connection with HB Funds (€ – 2.2 million), the EBT attributable to the property development business (€ – 3.9 million), income from the 
amortization of deferred liabilities of government-granted loans (€ 4.0 million) (see section F.1.), reorganization and restructuring expenses (€ – 4.8) (see section F.10.) and 
income from the reversal of provisions recorded in other operating income (€ 4.9 million) (see section F.8.)

3 �Significant non-cash expenses of real estate management mainly contain additions to provisions concerning real estate management (€ – 9.2 million), bad debt allowances 
(rent receivables) (€ – 8.0 million) (see section F.2.) and refinancing expenses (€ – 2.6 million).

4 �Significant non-cash expenses of real estate sales contain additions to sales provisions and reversals of sales provisions (€ – 1.7 million) and write-offs of receivables 
(€– 0.6 million).

5 �Other significant non-cash expenses / income mainly consist of the result from fair value measurement of investment property (€ 5.4 million) (see section F.3.), of the result 
from fair value measurement of derivatives (€ 1.5 million) (see section H.2.), income from the amortization of deferred liabilities of government-granted loans (€ 4.0 million), 
the present value of loans carried at amortized cost (€ – 3.8 million), income from the reversal of provisions / liabilities (€ 4.9 million) and additions to other provisions 
(€ – 6.5 million).
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GROUP SEGMENT REPORT

for the period from January 1 to December 31, 2012

€ million

Real estate  
management

Real estate  
sales

Total 
segments Other

Total 
Group Notes

Segment revenues 835.1
 

82.0  917.1  142.91 1,060.0

Segment EBITDA 352.9
 

7.9  360.8  – 21.52 339.3

Depreciation / amortization – 2.5
 

0.0 – 2.5  – 1.7 – 4.2
Earnings before interest and 
taxes (EBIT) 350.4

 

7.9  358.3  – 23.2  335.1

Interest expenses – 236.7
 

– 3.0 – 239.7  – 9.8 – 249.5 F.11.

Refinancing expenses – 3.9
 

0.0 – 3.9  0.0 – 3.9 F.12.

Result from the fair value  
measurement of derivatives 0.0

 

0.0 0.0  2.1 2.1 H.2.

Other financial expenses 0.0
 

0.0 0.0  – 0.1 – 0.1

Interest income 0.9
 

0.0 0.9  0.8 1.7

Earnings before taxes (EBT) 110.7
 

4.9  115.6  – 30.2  85.4

Income taxes 0.0
 

0.0 0.0  – 37.7 – 37.7 F.13.

Net result 110.7
 

4.9  115.6  – 67.9  47.7

Segment investments 4.1
 

0.0 4.1  1.6 5.7
Significant non-cash expenses 
(–) / income (+) – 17.73 – 2.04 – 19.7  – 1.95 – 21.6

1 �This item includes the income from block sales (€ 131.1 million) (see section E.10.), income from the amortization of deferred liabilities of government-granted loans 
(€ 7.1 million) (see section F.1.) and income from the sale of property development projects (€ 4.7 million (adjusted due to the adoption of IFRS 11)).

2 �This item mainly includes the result from the fair value measurement of investment property (€ – 13.4 million) (see section F.3.), the EBITDA contribution of block sales 
(€ – 5.0 million), reorganization and restructuring expenses (€ – 3.2 million) (see section F.10.), adjustments in connection with HB Funds (€ – 1.9 million), the EBT attributa-
ble to the property development business (€ – 2.0 million), income from the amortization of deferred liabilities of government-granted loans (€ 7.1 million) (see section F.1.) 
and income from the reversal of provisions recorded in other operating income (€ 7.2 million) (see section F.8.), 	thereof € 1.7 million due to the settlement of the lawsuit with 
the City of Dresden. 

3 �Significant non-cash expenses of real estate management mainly contain additions to provisions concerning real estate management (€ – 7.0 million) and bad debt allow-
ances (rent receivables) (€ – 7.4 million) (see section F.2.).

4 Significant non-cash expenses of real estate sales mainly contain additions to sales provisions (€ – 1.5 million).

5 �Other significant non-cash expenses / income mainly consist of the result from the fair value measurement of investment property (€ – 13.4 million) (see section F.3.), the re-
sult from the fair value 	measurement of derivatives (€ 2.1 million) (see section H.2.), income from the amortization of deferred liabilities of government-granted loans 
(€ 7.1 million), the present value 	of loans carried at amortized cost (€ – 6.8 million), income from the revaluation of financial liabilities (€ 6.5 million), income from the reversal 
of provisions / liabilities (€ 11.4 million) and additions to other provisions (€ – 8.7 million).

-- D. Group Segment Reporting --
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E. Notes to the Consolidated 
Statement of 

 Financial Position

-----
1. Intangible Assets

A part of goodwill amounting to € 15.0 million (prior year: 
€ 15.0 million) relates to our operations in the Region Ber-
lin, originally resulting from the acquisition of GAGFAH 
Pegasus GmbH. As in the prior year, the annual impair-
ment test did not lead to a remeasurement result. Neverthe-
less, in the prior year, a remeasurement loss of € 1.2 million 
had occurred due to sales in the Region Berlin.

For the purposes of testing for impairment, the goodwills 
were assigned according to the policies laid out in section 
C.1. “Intangible Assets”. The impairment test was carried 
out using a weighted average cost of capital before taxes 
(WACC) of 5.50 % (prior year: 5.13 %). The WACC is a 
peer-group WACC, i. e. the individual parameters are cal-
culated from peer-group values. The calculation assumes 
a re-levered beta of 0.80 (prior year: 0.81) and a risk-free 
interest rate of 3.28 % (prior year: 3.59 %).

The value of an asset or a CGU is measured at its value in 
use. For the purpose of the impairment test, the Berlin 
Region served as a CGU, since the respective assets were 
located therein and geographic regions are the lowest level 
at which goodwill is monitored. The future cash flows are 
based on budget values for 2014 and are modeled for the 
period 2015 through 2023 (prior year: budget values for 
2013; modeled for the period 2014 through 2022). For the 
first five years, a detailed calculation is made. After this 
period, the future cash flows are extrapolated. The key 

drivers of rent growth (2.00 % per annum in 2014, 2.25 % 
per annum in 2015, 2.50 % per annum for the period 
2016 through 2018, 2.00 % per annum for the period 
through 2023; prior year: 1.76 % per annum) and vacancy 
loss (3.54 % per annum; prior year: 4.45 % per annum) 
are based on the 2014 budget (prior year: 2013 budget) 
and / or past experience and are held constant throughout 
the period in which the cash flows are extrapolated. The 
costs in the model are subject to an assumed increase of 
1.60 % (prior year: 1.60 %) per annum.

The goodwill from the acquisition of the NILEG subgroup 
of € 2.1 million (prior year: € 2.1 million) was also subject 
to an impairment test which did not result in the recogni-
tion of an impairment loss.

Intangible assets with a finite lifespan mainly comprise
software licenses for user programs amounting to 
€ 0.7 million (prior year: € 0.6 million). The slight in-
crease compared to the prior year is mainly due to the 
capitalization of software licenses, partly compensated 
by scheduled depreciation.

Please refer to the Statement of Changes in Consolidated 
Non-current Assets, which is attached as Exhibit (2) “State-
ment of Changes in Consolidated Non-current Assets”.

All additions relate to intangible assets acquired separately.

-- E. Notes to the Consolidated Statement of Financial Position --
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-- E. Notes to the Consolidated Statement of Financial Position --

-----
2. Investment Property

For the annual accounts 2013, the valuation of the real 
estate portfolio was provided by CBRE. For more informa-
tion on the valuation procedures and techniques, please 
refer to section C.3. “Investment Property”. Due to the 
prospective appliance of IFRS 13, prior-period values need 
not to be stated.

The valuation as at December 31, 2013, has been carried 
out by independent external appraisers from CBRE. CBRE 
confirms that it has no conflict of interest in carrying out 
the subject valuation.

IFRS 13 requires that the classification of investment prop-
erty at fair value be determined by reference to the source 
of inputs used to derive the fair value. This classification 
uses the following three-level hierarchy:

--- 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).

The total property assets of GAGFAH GROUP are catego-
rized as level 3 investment property.

Due to the fact that potential rent increases are a material 
key driver in the DCF valuation, the classification of invest-
ment property according to IFRS 13.94 was made on the 
basis of potential rent increases, leading to the following 
seven risk clusters:

 

Risk cluster
Potential rent 

increase (in %)

Risk cluster 1 1.50

Risk cluster 2 1.25

Risk cluster 3 1.00

Risk cluster 4 0.75

Risk cluster 5 0.50

Risk cluster 6 0.25

Risk cluster 7 0.00

Each town and district is allocated to one of the above-
mentioned seven risk clusters. As part of the valuation 
the regional base value is adjusted by the individual object 
and location properties again.

Each risk cluster is again divided into the following three 
sub-risk clusters:

Sub-risk cluster
Description of the 

property’s condition

Sub-risk cluster 1 good property quality

Sub-risk cluster 2 average property quality

Sub-risk cluster 3 below-average property quality
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12-31-2013

Input parameters Other key information

Discount rate 
(%)

Capitalization rate 
(%)

Market rent growth 
(%)

Structural vacancy 1
(%)

Repairs and maintenance 
(€/sqm)

Tenant improvements 2
(€/sqm)

Management costs 
(€/unit)

Year of construction Net cold rent
(€/sqm)

Level	 3 3 2 3 3 3 3 3 3

Risk  
cluster

Sub-risk 
cluster

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum 1

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

1

1 5.38 5.98 6.50 4.00 4.54 5.20 1.35 1.51 1.65 0.00 0.34 0.75 6.50 7.26 8.00 30 64 80 230 250 255 1929 1982 2002 4.42 6.88 10.42

2 5.63 5.90 6.25 4.13 4.43 5.00 1.50 1.50 1.50 0.50 0.50 0.50 8.50 9.35 11.00 70 73 80 255 255 255 1931 1969 1993 5.36 7.28 8.62	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

2
1 5.13 5.95 6.95 4.00 4.70 5.95 1.13 1.27 1.38 0.00 0.65 2.25 6.50 7.33 10.00 5 70 105 205 249 255 1898 1965 2005 3.38 6.38 10.82

2 5.38 6.15 7.25 4.13 4.95 6.00 1.00 1.24 1.25 0.00 0.92 1.50 7.00 8.63 11.00 40 71 95 180 247 255 1898 1962 1999 3.45 5.69 9.23	

3 5.63 6.06 6.88 4.50 4.99 5.70 0.88 1.13 1.25 0.50 1.14 1.38 10.00 10.90 12.00 40 70 95 205 247 255 1924 1960 1978 2.93 5.44 6.95

3
1 5.00 6.07 8.30 4.00 5.07 7.30 0.90 1.01 1.10 0.00 1.35 5.00 6.50 7.26 10.00 5 56 95 180 234 255 1800 1965 2007 2.28 5.22 11.88

2 5.38 6.14 9.38 4.38 5.16 8.38 0.80 0.99 1.00 0.00 1.87 20.00 7.50 8.69 12.00 5 65 100 180 236 255 1800 1964 2006 0.77 4.79 7.33	

3 5.38 6.18 8.70 4.38 5.30 7.80 0.70 0.89 1.00 0.00 2.45 7.50 10.00 10.67 13.20 35 63 100 230 248 255 1839 1955 1990 2.12 4.78 6.55

4
1 5.25 6.00 7.38 4.43 5.26 6.70 0.68 0.75 0.83 0.00 1.40 10.00 6.50 7.30 10.00 10 62 95 205 250 255 1855 1965 2006 3.13 5.01 8.96

2 5.38 6.08 7.88 4.63 5.36 7.28 0.60 0.73 0.83 0.00 1.92 5.00 7.50 8.67 11.00 35 61 70 205 251 255 1900 1959 2000 1.37 4.83 6.50	

3 5.63 6.07 6.75 4.88 5.41 6.23 0.53 0.66 0.75 0.00 3.49 10.00 10.00 11.53 13.00 45 48 70 230 252 255 1900 1957 1983 3.14 4.19 5.73

5
1 5.00 6.05 8.10 4.50 5.54 7.60 0.45 0.51 0.55 0.00 2.09 5.25 6.50 7.29 8.50 5 55 80 205 239 255 1880 1963 2005 2.56 4.91 11.25

2 5.38 6.50 7.50 4.88 5.96 7.00 0.40 0.50 0.50 0.00 3.32 20.00 7.50 8.87 11.00 5 49 70 205 245 255 1888 1968 2004 2.68 3.99 6.42	

3 5.88 6.28 8.00 5.38 5.87 7.50 0.35 0.41 0.50 2.48 5.24 10.00 10.00 10.74 13.20 40 50 70 205 232 255 1913 1972 1995 3.50 4.19 5.14

6
1 5.63 6.13 8.38 5.38 5.88 8.15 0.23 0.25 0.28 0.00 6.71 20.00 6.50 7.25 8.25 35 53 70 230 230 230 1887 1938 1974 2.57 4.13 5.21

2 5.75 6.02 7.88 5.50 5.77 7.63 0.20 0.25 0.28 0.00 6.01 20.00 7.50 7.92 10.00 40 47 70 230 230 230 1898 1959 2000 2.25 4.19 5.24	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

7
1 5.88 5.88 5.88 5.88 5.88 5.88 0.00 0.00 0.00 5.25 5.25 5.25 7.00 7.00 7.00 45 45 45 230 230 230 1906 1940 1958 4.19 4.43 4.60

2 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

1	�The maximum value for structural vacancy can reach in individual cases significantly higher values (up to 100 %). Reasons for this can be the high vacancy,  
the property conditions and the low demand in the residential market.

2	Tenant improvements only occur on simulated vacation, e. g. at a fluctuation rate of 10 % tenant improvements only occur once in a 10-year period.

-- E. Notes to the Consolidated Statement of Financial Position --

Unobservable input parameters of the DCF model The 
net cash flows are based on the current asset-specific 
operating income less non-recoverable expenses such as 
vacancy loss, non-recoverable operating expenses, admin-
istrative costs, repair and maintenance costs and tenant 
improvements.

In estimating future net cash flows the following assump-
tions have been made in respect of the significant unob-
servable input parameters:
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12-31-2013

Input parameters Other key information

Discount rate 
(%)

Capitalization rate 
(%)

Market rent growth 
(%)

Structural vacancy 1
(%)

Repairs and maintenance 
(€/sqm)

Tenant improvements 2
(€/sqm)

Management costs 
(€/unit)

Year of construction Net cold rent
(€/sqm)

Level	 3 3 2 3 3 3 3 3 3

Risk  
cluster

Sub-risk 
cluster

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum 1

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

Mini-
mum

Weight. 
av. (10 y)

Maxi-
mum

1

1 5.38 5.98 6.50 4.00 4.54 5.20 1.35 1.51 1.65 0.00 0.34 0.75 6.50 7.26 8.00 30 64 80 230 250 255 1929 1982 2002 4.42 6.88 10.42

2 5.63 5.90 6.25 4.13 4.43 5.00 1.50 1.50 1.50 0.50 0.50 0.50 8.50 9.35 11.00 70 73 80 255 255 255 1931 1969 1993 5.36 7.28 8.62	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

2
1 5.13 5.95 6.95 4.00 4.70 5.95 1.13 1.27 1.38 0.00 0.65 2.25 6.50 7.33 10.00 5 70 105 205 249 255 1898 1965 2005 3.38 6.38 10.82

2 5.38 6.15 7.25 4.13 4.95 6.00 1.00 1.24 1.25 0.00 0.92 1.50 7.00 8.63 11.00 40 71 95 180 247 255 1898 1962 1999 3.45 5.69 9.23	

3 5.63 6.06 6.88 4.50 4.99 5.70 0.88 1.13 1.25 0.50 1.14 1.38 10.00 10.90 12.00 40 70 95 205 247 255 1924 1960 1978 2.93 5.44 6.95

3
1 5.00 6.07 8.30 4.00 5.07 7.30 0.90 1.01 1.10 0.00 1.35 5.00 6.50 7.26 10.00 5 56 95 180 234 255 1800 1965 2007 2.28 5.22 11.88

2 5.38 6.14 9.38 4.38 5.16 8.38 0.80 0.99 1.00 0.00 1.87 20.00 7.50 8.69 12.00 5 65 100 180 236 255 1800 1964 2006 0.77 4.79 7.33	

3 5.38 6.18 8.70 4.38 5.30 7.80 0.70 0.89 1.00 0.00 2.45 7.50 10.00 10.67 13.20 35 63 100 230 248 255 1839 1955 1990 2.12 4.78 6.55

4
1 5.25 6.00 7.38 4.43 5.26 6.70 0.68 0.75 0.83 0.00 1.40 10.00 6.50 7.30 10.00 10 62 95 205 250 255 1855 1965 2006 3.13 5.01 8.96

2 5.38 6.08 7.88 4.63 5.36 7.28 0.60 0.73 0.83 0.00 1.92 5.00 7.50 8.67 11.00 35 61 70 205 251 255 1900 1959 2000 1.37 4.83 6.50	

3 5.63 6.07 6.75 4.88 5.41 6.23 0.53 0.66 0.75 0.00 3.49 10.00 10.00 11.53 13.00 45 48 70 230 252 255 1900 1957 1983 3.14 4.19 5.73

5
1 5.00 6.05 8.10 4.50 5.54 7.60 0.45 0.51 0.55 0.00 2.09 5.25 6.50 7.29 8.50 5 55 80 205 239 255 1880 1963 2005 2.56 4.91 11.25

2 5.38 6.50 7.50 4.88 5.96 7.00 0.40 0.50 0.50 0.00 3.32 20.00 7.50 8.87 11.00 5 49 70 205 245 255 1888 1968 2004 2.68 3.99 6.42	

3 5.88 6.28 8.00 5.38 5.87 7.50 0.35 0.41 0.50 2.48 5.24 10.00 10.00 10.74 13.20 40 50 70 205 232 255 1913 1972 1995 3.50 4.19 5.14

6
1 5.63 6.13 8.38 5.38 5.88 8.15 0.23 0.25 0.28 0.00 6.71 20.00 6.50 7.25 8.25 35 53 70 230 230 230 1887 1938 1974 2.57 4.13 5.21

2 5.75 6.02 7.88 5.50 5.77 7.63 0.20 0.25 0.28 0.00 6.01 20.00 7.50 7.92 10.00 40 47 70 230 230 230 1898 1959 2000 2.25 4.19 5.24	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

7
1 5.88 5.88 5.88 5.88 5.88 5.88 0.00 0.00 0.00 5.25 5.25 5.25 7.00 7.00 7.00 45 45 45 230 230 230 1906 1940 1958 4.19 4.43 4.60

2 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a	

3 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

1	�The maximum value for structural vacancy can reach in individual cases significantly higher values (up to 100 %). Reasons for this can be the high vacancy,  
the property conditions and the low demand in the residential market.

2	Tenant improvements only occur on simulated vacation, e. g. at a fluctuation rate of 10 % tenant improvements only occur once in a 10-year period.

-- E. Notes to the Consolidated Statement of Financial Position --

119

consolidated annual report 2013

notes



Discount rate and capitalization rate IAS 40 does not 
give a prescriptive guideline on how to determine the 
discount rates to be applied in a DCF model. In principle, 
the capital market or the real estate market can be used as 
sources for discount rates appropriate for property valu-
ation. CBRE has derived the discount rate from the real 
estate market. The basis of the model is closely referenced 
on the German residential property market. This relates 
both to the reflection of a specific market yield and the 
current level of transactions in German residential prop-
erty. A discount rate derived from the real estate market 
reflects changes in the market, in the same way as deriv-
ing the discount rate from the basis of the capital market, 
taking into account specific additions for risks arising 
from market circumstances.

The average basic discount rate derived from prices 
paid for assets comparable to the real estate portfolio 
of GAGFAH GROUP in Germany is 6.00 % (prior year: 
6.00 %). Specific risks in the cash flow of a property are 
reflected by appropriate additions or deductions from 
the average discount rate. The average discount rate after 
these adjustments is 5.99 % (prior year: 5.99 %).

The capitalization rate used is calculated by deduct-
ing the location-related growth component from the 
discount rate.

Market rent growth Depending on the prevailing market 
rent and the asset-specific rent adjustment options, the cur-
rent in-place rent is forecast to reach the market level over 
time and grow in line with the market rent thereafter. The 
market rent grows at a property-by-property level, reflecting 
the regional basis with adjustments for the quality of situa-
tion and building condition. The net in-place rent is calcu-
lated by subtracting vacancy losses as well as rent reductions.

Structural vacancy Vacant space is reflected in the cal-
culation model at the due date of the reporting period on 
the basis of the identified vacancy. The actual vacancy is 
reduced in stages, depending on the quality of the prop-
erty and its location, until the long-term vacancy level 
assessed by CBRE for the macro location is reached.

The level of long-term vacancy was also subject to granu-
lar adjustments, depending on the property and situa-
tion. If actual vacancy was below the long-term vacancy 
level, in order to reflect the risk inherent in the location, 
vacancy was notionally increased over time, albeit at a 
slower rate than that used for vacancy reduction.

Commercially-occupied units were not subject to this 
modelling process. The cash flow from the commercially-
occupied units is oriented on the lease data.

-- E. Notes to the Consolidated Statement of Financial Position --
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During the 10-year period of detailed consideration, 
CBRE has assumed that there would be 10 % basic fluc-
tuation rate. In cases of fluctuation CBRE assumes a delay 
in re-letting of zero up to six months depending on the 
individual property risk.

Repairs and maintenance Ongoing repairs and main-
tenance are assumed with € 6.50 / sqm p. a. (prior year: 
€ 6.50 / sqm p. a.) for new buildings or recently refur-
bished properties and up to € 12.00 / sqm p. a. (prior year: 
€ 12.00 / sqm p. a.) for properties in bad condition or 
without any significant modernizations and / or refur-
bishments.

Tenant improvements Landlord’s costs on change of 
tenants are one-off costs (tenant improvements), which 
occur only on simulated vacation and subsequent re-
letting. CBRE applied a basic rate of € 70.00 / sqm (prior 
year: € 70.00 / sqm) for residential units.

Management costs Management costs have been mod-
elled at € 225 / unit p. a. (prior year: € 225 / unit p. a. on 
the basis of the 2nd cost calculation regulation (“Zweite 
Berechnungsverordnung”).

Year of construction The year of construction basically 
describes the original year of construction. In the case of 
comprehensive basic renovations, the year of the basic 
renovation is defined as the year of construction.

Net cold rent Net cold rent represents the amount of 
rent that could be produced assuming no vacancies or 
collection losses occur.

Indexation of costs Within the period under detailed re-
view, all cost positions are indexed to a yearly increase of 
1.62 % (prior year: 1.60 %) (average of a 10-year period).
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12-31-2013
€million

Input parameters
Discount and  

capitalization rate
Market rent  

growth
Structural  
vacancy

Repairs and  
maintenance

Tenant  
improvements

Management  
costs

Indexation of costs
 (10-year period)

Sensitivity level Carrying amount – 0.1 % + 0.1 % – 0.5 % + 0.5 % – 0.1 % + 0.1 %
- € 1.00 /  

sqm
+ € 1.00 /  

sqm
- € 5.00 /  

sqm
+ € 5.00 /  

sqm
- € 10.00 /  

unit
+ € 10.00 / 

 unit – 0.1 % + 0.1 %

Risk  
cluster

Sub-risk 
cluster

1
1 142.7 145.8 139.7 127.7 158.5 142.8 142.6 144.5 141.0 143.1 142.4 143.0 142.4 142.9 142.5

2 41.7 42.6 40.7 37.1 46.2 41.7 41.6 42.2 41.1 41.8 41.6 41.7 41.6 41.7 41.6	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

2
1 1,385.2 1,413.7 1,357.5 1,248.9 1,543.3 1,386.3 1,384.1 1,406.8 1,363.7 1,389.6 1,380.8 1,388.6 1,381.9 1,387.2 1,383.3

2 512.9 523.5 502.8 462.9 573.5 513.5 512.3 521.8 504.0 514.7 511.1 514.3 511.5 513.9 511.9	

3 84.6 86.3 83.0 76.9 93.8 84.7 84.4 86.3 82.9 85.0 84.2 84.9 84.3 84.8 84.4

3
1 3,163.8 3,227.1 3,103.0 2,854.8 3,540.0 3,166.7 3,161.0 3,231.5 3,096.2 3,178.0 3,149.7 3,175.2 3,152.4 3,170.1 3,157.7

2 699.6 713.5 686.1 631.4 782.5 700.5 698.7 716.9 681.6 703.1 695.9 703.1 696.8 701.4 697.7	

3 76.6 78.1 75.1 69.5 85.1 76.7 76.5 79.1 74.0 77.1 75.9 76.9 76.2 76.9 76.2

4
1 701.1 714.6 688.1 633.9 782.9 701.7 700.5 719.5 684.0 705.4 697.2 703.9 698.3 702.9 699.3

2 254.7 259.5 250.0 230.6 284.0 255.0 254.4 260.7 248.7 256.1 253.3 255.8 253.6 255.5 253.9	

3 29.6 30.1 29.1 27.1 32.5 29.6 29.5 30.9 28.2 29.8 29.2 29.8 29.4 29.7 29.4

5
1 420.5 428.4 413.0 382.0 467.8 420.9 420.2 431.3 409.8 423.1 418.0 422.3 418.8 421.6 419.5

2 71.7 72.8 70.7 66.4 78.2 71.8 71.7 73.3 70.2 72.1 71.3 72.0 71.5 71.9 71.5	

3 9.5 9.7 9.4 8.6 10.6 9.6 9.5 9.9 9.1 9.6 9.4 9.6 9.4 9.6 9.5

6
1 19.7 20.0 19.3 18.8 21.8 19.7 19.6 � 20.3 19.0 19.8 19.5 19.8 19.5 19.7 19.6

2 19.1 19.4 18.8 18.2 21.4 19.1 19.1 19.8 18.4 19.3 18.9 19.2 19.0 19.2 19.0	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

7
1 0.7 0.7 0.7 0.7 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7

2 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

Total	 7,633.7 7,785.8 7,487.0 6,895.5 8,522.9 7,641.0 7,626.4 7,795.5 7,472.6 7,668.3 7,599.1 7,660.8 7,607.3 7,649.7 7,617.7

Deviation	 n / a 1.99 % – 1.92 % – 9.67 % 11.65 % 0.10 % – 0.10 % 2.12 % – 2.11 % 0.45 % – 0.45 % 0.36 % – 0.35 % 0.21 % – 0.21 %

Sensitivity analysis The following table shows a quanti-
tative sensitivity analysis regarding the aforementioned 
input parameters:

A change in the assumptions made for the estimated 
discount rate is accompanied by a similar change in the 
capitalization rate.
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12-31-2013
€million

Input parameters
Discount and  

capitalization rate
Market rent  

growth
Structural  
vacancy

Repairs and  
maintenance

Tenant  
improvements

Management  
costs

Indexation of costs
 (10-year period)

Sensitivity level Carrying amount – 0.1 % + 0.1 % – 0.5 % + 0.5 % – 0.1 % + 0.1 %
- € 1.00 /  

sqm
+ € 1.00 /  

sqm
- € 5.00 /  

sqm
+ € 5.00 /  

sqm
- € 10.00 /  

unit
+ € 10.00 / 

 unit – 0.1 % + 0.1 %

Risk  
cluster

Sub-risk 
cluster

1
1 142.7 145.8 139.7 127.7 158.5 142.8 142.6 144.5 141.0 143.1 142.4 143.0 142.4 142.9 142.5

2 41.7 42.6 40.7 37.1 46.2 41.7 41.6 42.2 41.1 41.8 41.6 41.7 41.6 41.7 41.6	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

2
1 1,385.2 1,413.7 1,357.5 1,248.9 1,543.3 1,386.3 1,384.1 1,406.8 1,363.7 1,389.6 1,380.8 1,388.6 1,381.9 1,387.2 1,383.3

2 512.9 523.5 502.8 462.9 573.5 513.5 512.3 521.8 504.0 514.7 511.1 514.3 511.5 513.9 511.9	

3 84.6 86.3 83.0 76.9 93.8 84.7 84.4 86.3 82.9 85.0 84.2 84.9 84.3 84.8 84.4

3
1 3,163.8 3,227.1 3,103.0 2,854.8 3,540.0 3,166.7 3,161.0 3,231.5 3,096.2 3,178.0 3,149.7 3,175.2 3,152.4 3,170.1 3,157.7

2 699.6 713.5 686.1 631.4 782.5 700.5 698.7 716.9 681.6 703.1 695.9 703.1 696.8 701.4 697.7	

3 76.6 78.1 75.1 69.5 85.1 76.7 76.5 79.1 74.0 77.1 75.9 76.9 76.2 76.9 76.2

4
1 701.1 714.6 688.1 633.9 782.9 701.7 700.5 719.5 684.0 705.4 697.2 703.9 698.3 702.9 699.3

2 254.7 259.5 250.0 230.6 284.0 255.0 254.4 260.7 248.7 256.1 253.3 255.8 253.6 255.5 253.9	

3 29.6 30.1 29.1 27.1 32.5 29.6 29.5 30.9 28.2 29.8 29.2 29.8 29.4 29.7 29.4

5
1 420.5 428.4 413.0 382.0 467.8 420.9 420.2 431.3 409.8 423.1 418.0 422.3 418.8 421.6 419.5

2 71.7 72.8 70.7 66.4 78.2 71.8 71.7 73.3 70.2 72.1 71.3 72.0 71.5 71.9 71.5	

3 9.5 9.7 9.4 8.6 10.6 9.6 9.5 9.9 9.1 9.6 9.4 9.6 9.4 9.6 9.5

6
1 19.7 20.0 19.3 18.8 21.8 19.7 19.6 � 20.3 19.0 19.8 19.5 19.8 19.5 19.7 19.6

2 19.1 19.4 18.8 18.2 21.4 19.1 19.1 19.8 18.4 19.3 18.9 19.2 19.0 19.2 19.0	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

7
1 0.7 0.7 0.7 0.7 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7

2 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a	

3 0.0 n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a n / a

Total	 7,633.7 7,785.8 7,487.0 6,895.5 8,522.9 7,641.0 7,626.4 7,795.5 7,472.6 7,668.3 7,599.1 7,660.8 7,607.3 7,649.7 7,617.7

Deviation	 n / a 1.99 % – 1.92 % – 9.67 % 11.65 % 0.10 % – 0.10 % 2.12 % – 2.11 % 0.45 % – 0.45 % 0.36 % – 0.35 % 0.21 % – 0.21 %
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12-31-2013
€ million

2013 2012

Risk cluster 1 2 3 4 5 6 7

Total TotalSub-risk cluster 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3

As of January 1 141.1 44.0 0.0 1,167.0 696.9 126.8 2,982.6 907.2 84.7 725.2 266.1 42.4 394.4 106.3 15.6 28.6 11.9 0.0 0.7 0.0 0.0 7,741.5 7,953.3 	

Additions 0.0 0.0 0.0 1.4 1.2 0.3 9.9 7.4 2.4 1.2 1.0 0.2 1.2 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 26.3 4.1

Disposals and reclassifications to assets held for sale – 0.8 – 0.3 0.0 – 23.9 – 6.5 – 1.8 – 22.0 – 28.7 – 9.6 – 31.6 – 2.7 – 5.6 – 1.2 – 7.4 – 4.3 0.0 0.0 0.0 0.0 0.0 0.0 – 146.4 – 201.5

Reclassifications to / from property, plant and  
equipment and inventories 0.0 0.0 0.0 6.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.9 – 1.0

	

Changes in value recorded in profit or loss 0.5 – 0.2 0.0 – 1.3 11.0 4.8 – 1.2 2.2 5.2 – 11.4 – 1.9 2.3 – 4.4 1.1 0.4 – 1.4 – 0.3 0.0 0.0 0.0 0.0 5.4 – 13.4

Reclassifications between (sub-) risk clusters 1.9 – 1.8 0.0 235.1 – 189.7 – 45.5 194.5 – 188.5 – 6.1 17.7 – 7.8 – 9.7 30.5 – 28.4 – 2.2 – 7.5 7.5 0.0 0.0 0.0 0.0 0.0 0.0	

As of December 31  142.7 41.7 0.0 1,385.2 512.9 84.6 3,163.8 699.6 76.6 701.1 254.7 29.6 420.5 71.7 9.5 19.7 19.1 0.0 0.7 0.0 0.0 7,633.7 7,741.5

Development of investment property The following 
overview shows a reconciliation from the opening bal-
ances to the closing balances of the fair value for each 
class of investment property:

The total amount of additions of € 26.3 million (prior 
year: € 4.1 million) related to value-enhancing main-
tenance measures for vacant flats and modernization 
programs due to our efforts to focus more on the real 
estate side of the business. The value-enhancing meas-
ures relate to large modernization measures (extensive 
renovation works in a single unit) as well as single unit 
modernization measures (works in single flats in a unit). 
These modernization measures increase the standard of 
the corresponding flats and the future economic use as 
well as the fair value of the unit. If the modernization 
measure leads to a permanent increase in value (usually 
value increasement higher than investment costs), the 
corresponding expenses are capitalized.

Regarding the reclassifications to assets held for sale we 
refer to section E.10. “Assets Held for Sale”.

The reclassifications to investment property mainly 
concern a former own-used office building with a ca-
rrying amount of € 6.9 million that was reclassified from 
property, plant and equipment.

All changes in value recorded in profit or loss are attrib-
utable to changes in unrealized gains or losses relating 
to investment property held at the end of the reporting 
period and are shown in the line item “Result from the 
fair value measurement of investment property” in the 
Consolidated Statement of Comprehensive Income.
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12-31-2013
€ million

2013 2012

Risk cluster 1 2 3 4 5 6 7

Total TotalSub-risk cluster 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3

As of January 1 141.1 44.0 0.0 1,167.0 696.9 126.8 2,982.6 907.2 84.7 725.2 266.1 42.4 394.4 106.3 15.6 28.6 11.9 0.0 0.7 0.0 0.0 7,741.5 7,953.3 	

Additions 0.0 0.0 0.0 1.4 1.2 0.3 9.9 7.4 2.4 1.2 1.0 0.2 1.2 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 26.3 4.1

Disposals and reclassifications to assets held for sale – 0.8 – 0.3 0.0 – 23.9 – 6.5 – 1.8 – 22.0 – 28.7 – 9.6 – 31.6 – 2.7 – 5.6 – 1.2 – 7.4 – 4.3 0.0 0.0 0.0 0.0 0.0 0.0 – 146.4 – 201.5

Reclassifications to / from property, plant and  
equipment and inventories 0.0 0.0 0.0 6.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.9 – 1.0

	

Changes in value recorded in profit or loss 0.5 – 0.2 0.0 – 1.3 11.0 4.8 – 1.2 2.2 5.2 – 11.4 – 1.9 2.3 – 4.4 1.1 0.4 – 1.4 – 0.3 0.0 0.0 0.0 0.0 5.4 – 13.4

Reclassifications between (sub-) risk clusters 1.9 – 1.8 0.0 235.1 – 189.7 – 45.5 194.5 – 188.5 – 6.1 17.7 – 7.8 – 9.7 30.5 – 28.4 – 2.2 – 7.5 7.5 0.0 0.0 0.0 0.0 0.0 0.0	

As of December 31  142.7 41.7 0.0 1,385.2 512.9 84.6 3,163.8 699.6 76.6 701.1 254.7 29.6 420.5 71.7 9.5 19.7 19.1 0.0 0.7 0.0 0.0 7,633.7 7,741.5
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1 2 3 4 5 6 7

TotalSub-Risk Cluster 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3

Total units recognized as investment  
property 1,447 566 0 17,894 8,440 1,735 62,726 16,958 2,101 16,113 6,871 1,441 10,190 2,036 659 657 697 13 20 0 0 150,564

	

Commercial units – 6 – 6 0 – 238 – 65 – 11 – 839 – 189 – 14 – 35 – 42 – 4 – 80 – 44 – 7 – 1 – 6 0 0 0 0 – 1,587

Garages 1 – 5 – 210 0 – 165 – 1,134 – 15 – 719 – 1,671 – 10 – 61 – 569 – 8 – 18 – 336 0 – 8 – 42 0 0 0 0 – 4,971

Senior homes 0 0 0 – 1 0 0 – 1 0 0 0 0 0 – 1 – 1 0 0 0 0 0 0 0 – 4 	

Other units 1 – 5 – 8 0 – 89 – 28 – 5 – 336 – 160 – 11 – 97 – 21 – 5 – 26 – 9 – 1 – 2 – 3 0 0 0 0 – 806

Residential units recognized as investment property 1,431 342 0 17,401 7,213 1,704 60,831 14,938 2,066 15,920 6,239 1,424 10,065 1,646 651 646 646 13 20 0 0 143,196 	

Assets held for sale - condo sales – 2 0 0 – 44 – 23 0 – 29 – 2 0 – 7 0 0 – 3 0 0 0 0 0 0 0 0 – 110

Assets held for sale - block sales 0 0 0 0 – 149 0 – 16 – 12 – 89 – 420 – 233 – 126 0 – 152 – 184 0 0 0 0 0 0 – 1,381

Other units 0 0 0 0 0 0 0 – 2 0 0 0 0 0 0 0 0 0 0 0 0 0 – 2 	

Total residential property portfolio 1,429 342 0 17,357 7,041 1,704 60,786 14,922 1,977 15,493 6,006 1,298 10,062 1,494 467 646 646 13 20 0 0 141,703

1 Garages and other units are counted as 1 / 6 residential unit.

Bridge of units The following table shows a bridge from 
the total units recognized as investment property to our 
total core residential property portfolio:
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1 2 3 4 5 6 7

TotalSub-Risk Cluster 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3 1 2 3

Total units recognized as investment  
property 1,447 566 0 17,894 8,440 1,735 62,726 16,958 2,101 16,113 6,871 1,441 10,190 2,036 659 657 697 13 20 0 0 150,564

	

Commercial units – 6 – 6 0 – 238 – 65 – 11 – 839 – 189 – 14 – 35 – 42 – 4 – 80 – 44 – 7 – 1 – 6 0 0 0 0 – 1,587

Garages 1 – 5 – 210 0 – 165 – 1,134 – 15 – 719 – 1,671 – 10 – 61 – 569 – 8 – 18 – 336 0 – 8 – 42 0 0 0 0 – 4,971

Senior homes 0 0 0 – 1 0 0 – 1 0 0 0 0 0 – 1 – 1 0 0 0 0 0 0 0 – 4 	

Other units 1 – 5 – 8 0 – 89 – 28 – 5 – 336 – 160 – 11 – 97 – 21 – 5 – 26 – 9 – 1 – 2 – 3 0 0 0 0 – 806

Residential units recognized as investment property 1,431 342 0 17,401 7,213 1,704 60,831 14,938 2,066 15,920 6,239 1,424 10,065 1,646 651 646 646 13 20 0 0 143,196 	

Assets held for sale - condo sales – 2 0 0 – 44 – 23 0 – 29 – 2 0 – 7 0 0 – 3 0 0 0 0 0 0 0 0 – 110

Assets held for sale - block sales 0 0 0 0 – 149 0 – 16 – 12 – 89 – 420 – 233 – 126 0 – 152 – 184 0 0 0 0 0 0 – 1,381

Other units 0 0 0 0 0 0 0 – 2 0 0 0 0 0 0 0 0 0 0 0 0 0 – 2 	

Total residential property portfolio 1,429 342 0 17,357 7,041 1,704 60,786 14,922 1,977 15,493 6,006 1,298 10,062 1,494 467 646 646 13 20 0 0 141,703

1 Garages and other units are counted as 1 / 6 residential unit.
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-----
3. Property, Plant and Equipment

The breakdown of property, plant and equipment is 
presented in the Statement of Changes in Consolidated 
Non-current Assets, which is attached as Exhibit (2).

The reclassifications from property, plant and equip-
ment concern a former own-used office building with a 
carrying amount of € 6.9 million that was reclassified to 
investment property.

-----
4. Other Financial Assets

The breakdown of other financial assets is presented in 
the Statement of Changes in Consolidated Non-current 
Assets, which is attached as Exhibit (2).

Investments in Joint Ventures GAGFAH GROUP has a 
50 % interest in each of the following four joint ventures, 
which serve the purpose of the development and subse-
quent sale of property:

--- Wolmirstedt GbR
--- Objekt Dresden GbR
--- Grundstücksentwicklungsgesellschaft Oesselse  

“Langes Feld” GbR
--- Möser GbR

The aforementioned joint ventures are joint arrange-
ments whereby GAGFAH GROUP and a third party have 
joint control of the arrangements and have rights to the 
net assets of the arrangements. Under IAS 31 Invest-
ments in Joint Ventures (prior to the adoption of IFRS 
11), the Group’s interests in the four joint ventures were 
classified as jointly controlled entities, and the Group’s 
shares of the assets, liabilities, income and expenses were 
proportionately consolidated. Upon adoption of IFRS 11 
Joint Arrangements, which became effective for annual 
periods beginning on or after January 1, 2013, the Group 
has determined its interests to be joint ventures and was 
therefore required to change the consolidation method 
from proportionate consolidation to the equity method 
according to IAS 28 (as amended in 2011).

As none of the corresponding companies is individually 
material for the Group, the following financial informa-
tion concerning joint ventures is made in aggregate:

The effect of applying IFRS 11 is as follows:

€ million

12-31-2012
(adjusted)

01-01-2012
(adjusted)

Increase in equity investments 
(Other financial assets,  
non-current) 1 4.0 4.0

Decrease in inventories – 2.4 – 2.1

Increase in receivables  
against joint ventures  
(Receivables, current) 2 1.4 0.8

Decrease in receivables against 
co-partner of joint ventures 
(Other assets, current) – 2.6 – 2.3

Decrease in bank balances and 
cash on hand – 0.1 – 0.1

Decrease in liabilities against  
co-partner of joint ventures 
(Other liabilities, current) 0.2 0.2

Increase in liabilities against  
joint ventures  
(Other liabilities, current) 2 – 0.5 – 0.5

Net impact on equity 0.0 0.0

1	�For three joint ventures, the change from proportionate consolidation to the equity 
method resulted in positive net assets and therefore an equity investment of 
€ 4.0 million. For one joint venture, the change from proportionate consolidation to 
the equity method resulted in negative net assets of € 0.4 million that are dis-
closed, together with operating liabilities, within “liabilities against joint ventures”.

2	�Prior to the adoption of IFRS 11, those receivables and liabilities were consolidated 
as receivables and liabilities against affiliated companies.

There was no material impact on the Consolidated 
Statement of Comprehensive Income, the Consolidated 
Statement of Cash Flows or the basic and diluted earnings 
per share, neither in the current financial year nor in the 
previous financial year.

The book value of the equity investments of the four joint 
ventures as of December 31, 2013, amounts to € 4.0 mil-
lion (prior year (adjusted): € 4.0 million).
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The results from equity investments were not material in 
the financial year 2013 and the prior year.

The aggregate amount of the Group’s share of total com-
prehensive income is not material as well.

There are no unrecognized shares of losses of the above- 
mentioned joint ventures and no significant restrictions 
on the ability of the joint ventures to transfer funds to 
the Group in form of cash dividends or to repay loans or 
advances made by the entity.

Investments in which no significant influence can be 
exerted are recognized within the other financial assets.
Thereof, holdings of 20 % and more are reported in the 
List of Shareholdings, which is attached as Exhibit (1).

Other Investments The line item “Other Financial As-
sets” also includes other investments in the amount of 
€ 0.9 million (prior year: € 0.9 million) which primarily 
include investments in which GAGFAH GROUP holds less 
than 20 % of capital and only one investment in which 
GAGFAH GROUP holds more than 20 % of capital:

Although its respective share is more than 20 %, GAGFAH 
GROUP has no significant influence on the business 
activities of Hannover Region Grundstücksgesellschaft 
Verwaltung mbH & Co. Businesspark Hannover Nord 
KG (No. 80 of List of Shareholdings). According to the 
company agreement, the business is exclusively managed 
by the personally liable shareholder (Hannover Region 
Grundstücksgesellschaft Verwaltung II mbH, Hanover). 
GAGFAH GROUP has no participation in policy-making 
processes, there are no material transactions between the 
investor and the investee, there is no interchange of mana-
gerial personnel and no provision of essential technical 
information.

Derivative financial instruments measured at fair 
value Interest rate swaps and caps accounted for at fair 
value and amounting to € 9.2 million (prior year € 0.0 mil-
lion) are disclosed on the assets side under the items 
“Other financial assets”. For further information see sec-
tion H.2. “Financial Risk Management”. 

-----
5. Inventories

The inventories of GAGFAH GROUP break down as  
follows:

€ million

12-31-2013 12-31-2012 
(adjusted)

Prepayments to insurance com-
panies 5.9 5.2

Land and land rights without 
buildings 3.3 3.8

Repair material 2.5 3.5

Land and land rights with  
finished buildings 0.3 0.3

Total 12.0 12.8

Due to the adoption of IFRS 11 Joint Arrangements (see 
section E.4. “Other Financial Assets”) and thus the derecog-
nition of inventories relating to the four joint ventures, the 
amount as of December 31, 2012, was reduced by € 2.4 mil-
lion to € 12.8 million.

The decrease in total inventories compared to December 31, 
2012, mainly results from sales of land without buildings 
and from the reduction of repair material. The increase in 
other inventories results from the addition of accrued insur-
ance claims (€ 0.7 million).

In the financial year 2013, inventories (repair material) with 
an amount of € 0.9 million (prior year: € 0.1 million) were 
recognized as an expense.

Land and land rights with finished buildings amounting to 
€ 0.3 million (prior year: € 0.3 million) are measured at the 
lower net realizable value, with costs yet to be incurred be-
ing deducted from the discounted sales price. Correspond-
ing write-downs to the net realizable value will be recorded 
if necessary. In the financial year 2013, no write-downs 
(prior year: no write-downs) relating to land and land rights 
without buildings were posted to reflect the (lower) net 
realizable value.
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-----
6. Current receivables

Current receivables break down as follows:

€ million

12-31-2013 12-31-2012
(adjusted)

Receivables from sales of land 
and buildings 32.5 20.2

Rent receivables 7.6 7.5

Receivables against joint ventures 1.4 1.4

Receivables from other trade 1.1 1.9

Receivables from third-party  
real estate and construction 
management 0.0 0.1

Total 42.6 31.1

Due to the adoption of IFRS 11 Joint Arrangements (see 
section E.4. “Other Financial Assets”) and thus the recog-
nition of receivables against joint ventures, the amount as 
of December 31, 2012, was increased by € 1.4 million to 
€ 31.1 million.

Receivables from sales of land and buildings do not 
represent a material credit risk due to their contractual 
structure. They are mainly pledged in the form of deposits 
on interest-bearing notary trust accounts in the amount 
of € 30.8 million (prior year: € 15.4 million). The increase 
in receivables from sales of land and buildings is mainly 
attributable to condo sales and portfolio-adjustment units 
in December.

All other receivables are unsecured and therefore repre-
sent a theoretical maximum credit risk in the amount 
of their positive fair value which equals their carrying 
amounts.

Invoiced receivables contain no interest rate risk. There 
are no restrictions on ownership or disposal for the dis-
closed receivables.

Overall, impairment losses of € 10.8 million (prior year: 
€ 8.4 million) were recognized for bad debts, thereof 
€ 8.1 million (prior year: € 7.4 million) relating to rent 
receivables.

The development of the Group’s valuation allowances is 
shown in section H.1. “Additional Disclosures on Finan-
cial Instruments” of this report.

-----
7. Current Other Assets

Current other assets break down as follows:

€ million

12-31-2013 12-31-2012 
(adjusted)

Payments on account concerning 
maintenance services 20.0 16.5

Insurance claims 6.0 3.8

Payments on notary trust accounts 2.3 2.3

Prepayments 0.3 0.6

Claims for reimbursement 0.1 4.4

Receivables referring to subsidies 
for costs of demolition 0.0 1.1

Other 11.2 8.6

Total 39.9 37.3

Due to the adoption of IFRS 11 Joint Arrangements (see 
section E.4. “Other Financial Assets”) and the recognition 
of receivables against joint ventures in section E.6 “Cur-
rent receivables”, the amount as of December 31, 2012, 
was decreased by € 2.6 million to € 37.3 million.

The increase in insurance claims partly results from sev-
eral minor damages occurred in the financial year 2013.

The payments on a notary trust account resulted from the 
sale of the subsidiaries GAGFAH Acquisition 3 GmbH and 
GAGFAH Pegasus GmbH in 2011 and represent the por-
tion of the purchase price which has not yet been paid. 

Due to incoming payments during the financial year 
2013, the remaining receivables referring to subsidies for 
costs of demolition have been settled. As of the balance 
sheet date, the demolition program is completed entirely. 
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The remaining stocks of real estate were dismantled in the 
financial year 2013.

The development of the Group’s valuation allowances is 
shown in section H.1. “Additional Disclosures on Finan-
cial Instruments” of this report.

-----
8. Current Tax Claims

As of December 31, 2013, GAGFAH GROUP disclosed 
current tax claims of € 11.8 million (prior year: € 15.0 mil-
lion). These claims break down as follows:

€ million

12-31-2013 12-31-2012

Trade tax 2.9 5.6

Capital yields tax 2.6 1.0

Corporate income tax 2.4 5.0

Value added tax 0.7 0.5

Other 3.2 2.9

Total 11.8 15.0

-----
9. Bank Balances and Cash on Hand

This item contains cash and cash equivalents in the 
form of cash on hand, checks and bank balances totaling 
€ 101.9 million (prior year (adjusted): € 175.9 million). 
Due to the adoption of IFRS 11 Joint Arrangements 
(see section E.4. “Other Financial Assets”) and thus 
the derecognition of bank balances relating to the four 
joint ventures, the amount as of December 31, 2012, 
was reduced by € 0.1 million from € 176.0 million to 
€ 175.9 million.

The Group’s cash and cash equivalents are recorded at 
their nominal value.

The time deposits of GAGFAH GROUP have terms be-
tween three weeks and three months and accrue key date 
interest rates between 0.00 % and 0.29 % (prior year: be-
tween 0.00 % and 0.39 %). The weighted average is 0.18 % 
(prior year: 0.16 %).

The bank deposits have no maturity and are disposable 
on a daily basis. The balances in current accounts mainly 
accrue interest of 0.00 % to 0.75 % (prior year: 0.00 % to 
1.05 %). The weighted average of the interest rates from 
the Group’s main banks (Aareal Bank AG and HSBC 
Trinkaus & Burkhardt AG) amounted to 0.41 % for the 
financial year 2013 (prior year: 0.52 % for the financial 
year 2012). Bank deposits at all other banks have an 
average interest rate of 0.12 % for the financial year 2013 
(prior year: 0.15 % for the financial year 2012).

Of € 101.9 million (prior year (adjusted): € 175.9 million) 
total cash, € 62.4 million (prior year: € 104.8 million) are 
restricted cash and € 39.5 million (prior year (adjusted): 
€ 71.1 million) unrestricted. For further information on 
restrictions on cash, please refer to section G. “Notes to 
the Consolidated Statement of Cash Flows”.
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10. Assets Held for Sale

Assets held for sale amounting to € 48.6 million (prior year: 
€ 31.0 million) contain the carrying amounts of real estate 
for which the sale is highly probable and management 
has declared its intention to sell and for which the sale is 
expected to qualify for a recognition as a completed sale 
within one year from the date of classification.

As of the balance sheet date, the assets held for sale contain 
€ 40.6 million (prior year: € 20.3 million) from block sales, 
primarily concerning assets from our portfolio in North 
Rhine-Westphalia (in the prior year primarily concerning 
assets from our portfolios in Heidenheim and Bocholt).

Additionally, the assets held for sale contain € 8.0 million 
(prior year: € 10.7 million) related to the sale of individ-
ual apartments and small multi-family homes (“condo 
sales program”).

The profit from the sale of investment property and as-
sets held for sale and the balances of assets held for sale 
split up as follows:

€ million

12M 2013 12-31-2013 12M 2012 12-31-2012

Income from 
the sale

Carrying 
amount

Profit Assets held 
for sale

Income from 
the sale

Carrying 
amount

Profit Assets held 
for sale

Block sales 86.1 – 81.6 4.5 40.6 131.1 – 129.4 1.7 20.3

Condo sales 58.0 – 47.0 11.0 8.0 82.0 – 65.5 16.5 10.7

Total 144.1 – 128.6 15.5 48.6 213.1 – 194.9 18.2 31.0

For further information on the directly related financial 
liabilities we refer to section E.16.1. “Financial Liabilities”.

Gains or losses from the last-time fair value measurement 
of investment property before reclassification into assets 
held for sale are shown in the line item “Result from the 
fair value measurement of investment property” (see 
section F.3. “Result from the Fair Value Measurement of 
Investment Property”).
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-----
11. Equity

The development of equity of GAGFAH GROUP is pre-
sented in the Statement of Changes in Consolidated Equity.

Subscribed capital relates to the parent company’s capital 
stock of € 269.9 million (prior year: € 258.1 million) and 
comprises 215,952,555 (prior year: 206,452,555) shares, 
each with a nominal value of € 1.25 (prior year: € 1.25).

The increase in subscribed capital of € 11.8 million since 
year-end 2012 is due to the capital increase carried out on 
July 11, 2013, in which GAGFAH S. A. placed 10,500,000 
treasury shares and 9,500,000 new shares by way of an ac-
celerated bookbuilding. The proceeds from the sale of the 
shares amounted to € 178.0 million and were reduced by 
transaction costs of approximately € 2.0 million, leading 
to net proceeds of approximately € 176.0 million.

The following table shows the development of the issued 
and fully-paid share capital from January 1, 2012, to De-
cember 31, 2013:

Number  
of shares

Nominal value  
in €

January 1, 2012 221,602,832 277,003,540

Cancellation of shares – 15,150,277 – 18,937,846

December 31, 2012 /  
January 1, 2013 206,452,555 258,065,694

Issue of new shares 9,500,000 11,875,000

December 31, 2013 215,952,555 269,940,694

For further information on the exercise of stock options 
and the transfer of bonus shares as part of remuneration 
of independent directors and other employees, we refer to 
sections F.7. “Expenses for Share-based Remuneration”
and H.6.1. “Board of Directors”.

As of December 31, 2013, the authorized unissued capital 
is set at 7,990,500,000 shares (prior year: 8,000,000,000 
shares) which represent € 9,988,125,000 (prior year: 
€ 10,000,000,000). 

Share Premium The increase in the financial year is 
mainly caused by € 93.6 million premium from the capital 
increase carried out on July 11, 2013. A further increase 
of € 3.8 million (prior year: a decrease of € 0.5 million) 
results from equity-settled share-based remuneration of 
senior management. We also refer to section F. 7. “Expens-
es for Share-based Remuneration”.

Legal Reserve Under Luxembourg law, an amount equal 
to at least 5 % of the profit of the year must be allocated to 
a legal reserve until such reserve equals 10 % of the issued 
share capital. This reserve is not available for dividend 
distribution and amounts to € 28.2 million (prior year: 
€ 28.2 million).

Revenue Reserves – Unrealized Gains / Losses from 
Derivative Financial Instruments Revenue reserves in 
connection with unrealized gains / losses from derivative 
financial instruments result from several swap agree-
ments negotiated in order to hedge the cash flow risk 
from interest fluctuations and include the net valuation 
movements on the aforementioned cash flow hedges of 
€ – 0.2 million (prior year: € – 1.1 million) and the cor-
responding income tax effect of € 0.1 million (prior year: 
€ 0.4 million). We also refer to section H. 2. “Financial 
Risk Management”.

-- E. Notes to the Consolidated Statement of Financial Position --

133

consolidated annual report 2013

notes



Revenue Reserves – Unrealized Gains / Losses on De-
fined Benefit Plans Total revenue reserves in connection 
with unrealized gains / losses on defined benefit plans 
result from actuarial gains / losses. Due to the abolition 
of the so-called “corridor method” according to IAS 19 
Employee Benefits (revised 2011), actuarial gains / losses 
and the corresponding income tax effect now have to be 
recognized directly in equity (see section C. “Accounting 
Policies”). Consequently, the opening balance of revenue 
reserves from unrealized gains / losses on defined benefit 
plans as of January 1, 2012, was increased by € 1.3 million, 
thereof € 1.9 million relating to pension provisions and op-
posite € 0.6 million relating to the corresponding deferred 
taxes. The opening balance as of January 1, 2013, was 
reduced by € 11.0 million, thereof € 16.1 million relating to 
pension provisions and opposite € 5.1 million relating to 
the corresponding deferred taxes. We also refer to section 
E.13.1. “Pension Provisions”. The increase in actuarial 
losses compared to January 1, 2012, mainly resulted from 
the decrease of the discount rate from 4.90 % to 3.60 %.

The movement in the current year splits up into an effect 
on other comprehensive income of € 1.1 million, reduced 
by an income tax effect of € 0.3 million.

Revenue Reserves – Treasury Shares In the financial 
years 2010 to 2012, GAGFAH GROUP initiated three 
Share Buy-back Programs.

As of December 31, 2013, the total number of treasury 
shares held by the Company was 648,507. This equals 
approximately 0.30 % of the subscribed capital.

The following table contains an overview of the Share 
Buy-back Programs and the respective number of treas-
ury shares:

Treasury shares

Number of 
treasury shares

Nominal amount 
of shares

in €

Portion of sub-
scribed capital

in %
Average price

in €

Cost of acquisi-
tion / disposal

in €

January 1, 2012 15,150,277 18,937,846 7.34 4.95 74,993,871

Third Share Buy-back Program  
(March 29, 2012, until April 27, 2012) 11,193,507 13,991,884 5.42 6.70 75,246,4971

Cancellation of shares on August 29, 2012 – 15,150,277 – 18,937,846 7.34 4.95 – 74,993,871

Transfer of bonus shares as part of remuneration  
of independent directors on September 30, 2012 – 15,000 – 18,750 0.01 6.70 – 100,500

December 31, 2012 / January 1, 2013 11,178,507 13,973,134 5.41 6.70 75,145,997

Transfer of bonus shares as part of remuneration  
of independent directors on July 1, 2013 – 30,000 – 37,500 0.01 6.70 – 201,000

Sale of treasury shares on July 12, 2013 – 10,500,000 – 13,125,000 4.86 6.70 – 70,585,5162

December 31, 2013 648,507 810,634 0.30 6.70 4,359,481

1 Includes incidental acquisition costs of € 250,000.

2	Includes a write-off of incidental acquisition costs of € – 235,516.

After the first Share Buy-back Program which had com-
menced in 2010 and had ended in 2011, GAGFAH GROUP 
initiated two further Share Buy-back Programs which are 
described below:
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Second Share Buy-back Program On September 5, 2011, 
the Board of Directors of GAGFAH S. A. resolved to make 
a cash tender offer for shares in the Company with a 
maximum aggregate purchase price of € 75.0 million. The 
offer was made in the form of a modified Dutch auction 
tender offer with an offer price range between € 3.50 and 
€ 5.00 per share. The acceptance period started on Sep-
tember 6, 2011, and ended on October 4, 2011.

Under the Share Buy-back Offer, an overall number of 
20,480,521 shares had been tendered to GAGFAH S. A. 
within the price range from € 3.50 to € 5.00 until the expi-
ration of the acceptance period on October 4, 2011.

The final purchase price as determined by the Company 
upon expiration of the acceptance period was calculated 
via a modified Dutch auction process and amounted to 
€ 4.95 per share. Shares which had been tendered at a 
price higher than the final purchase price were not ac-
cepted for Buy-back. As a result, 15,150,277 shares were 
purchased under the Share Buy-back Offer.

The 15,150,277 repurchased shares held as of Decem-
ber 31, 2011, were cancelled on August 29, 2012. As a 
consequence, a deduction amount of € 18,937,846 was 
reclassified from treasury shares into subscribed capital 
leading to a reduction of the subscribed capital, while a 
deduction amount of € 56,056,025 was reclassified from 
treasury shares into the share premium leading to a reduc-
tion of the share premium.

Third Share Buy-back Program On March 28, 2012, the 
Board of Directors of GAGFAH S. A. had announced a 
cash tender offer for shares of the Company for a maxi-
mum aggregate purchase price of € 75.0 million. The offer 
was made in the form of a modified Dutch auction tender 
offer with an offer price range between € 6.00 and € 6.75 
per share. The acceptance period ended on April 27, 2012.

Under the Share Buy-back Offer, 12,854,682 shares were 
tendered to GAGFAH S. A. within the price range from 
€ 6.00 to € 6.75 per share. The final purchase price as 
determined by the Company and published on May 4, 
2012, amounted to € 6.70 per share. Out of the 12,854,682 
shares tendered, 11,844,178 shares were tendered at the 
final purchase price or at the lower price. Shares which 
were tendered at a price higher than the final purchase 
price were not accepted for share buy-back. As the of-
fer was oversubscribed, the ratio at which the relevant 

tenders were accepted was 1 to 1.0581 (rounded), so that 
a total of 11,193,507 shares were repurchased by the Com-
pany for € 6.70 per share. The settlement of the offer took 
place on May 11, 2012.

In the financial year 2012, an amount of € 100,500, equal-
ing to 15,000 shares with a (net) average price of € 6.70, 
was deducted from treasury shares as a compensation 
for the Independent Directors of the Company for the 
financial year 2011.

In the financial year 2013, an amount of € 201,000, equal-
ing to 30,000 shares with a (net) average price of € 6.70, 
was deducted from treasury shares as a compensation 
for the Independent Directors of the Company for the 
financial year 2012.

On July 12, 2013, an amount of € 70,585,516 was deduct-
ed from treasury shares due to the placement of treasury 
shares in the course of the capital increase.

Retained Earnings In addition to the net result attributable 
to the shareholders of the parent company of € – 0.2 mil-
lion, this column also includes an effect of € – 2.5 million 
without impact on net result from the conversion of stock 
options from equity-settled into cash-settled. 

Non-controlling interests of € 37.1 million (prior year: 
€ 30.6 million) comprise adjustment items for non-con-
trolling interests in equity subject to mandatory consoli-
dation and their share in profit or loss. They break down 
as follows among the subgroups and subsidiaries:

€ million (unless stated otherwise)

		
12-31-2013 12-31-2012

WOBA subgroup 1 24.3 23.2

GAGFAH subgroup 2 11.5 6.1

NILEG subgroup 3 1.3 1.2

UC ACQ Ireland Ltd. (k€) 46 46

Total 37.1 30.6

1 �Mainly 12. CR Immobilien-Vermietungsgesellschaft mbH & Co. SÜDOST  
WOBA Striesen KG (No. 68 in the list of shareholdings).

2 �Including GERMAN RESIDENTIAL FUNDING 2013-1 LIMITED  
 (No. 37 in the list of shareholdings; for details see table below).

3	�Including GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED  
(No. 56 in the list of shareholdings; for details see table below).
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The following table shows details of non-wholly owned 
subsidiaries that have material non-controlling interests:

€ million

Company name
Registered 

office

Proportion of interests 
 and voting rights held by 
non-controlling interests

Result allocated to 
non-controlling interests

Accumulated non- 
controlling interests

2013 2012 2013 2012 2013 2012

GERMAN RESIDENTIAL FUNDING 
2013-1 LIMITED

Dublin,  
Ireland 100 % — – 0.2 — 5.8 —

GERMAN RESIDENTIAL FUNDING 
2013-2 LIMITED

Dublin,  
Ireland 100 % — – 0.1 — 0.1 —

Individually immaterial subsidiaries with non-controlling interests 1 3.7 – 4.5 31.2 30.6

Total 3.4 – 4.5 37.1 30.6

1 �No. 8, 17, 18, 23-39, 49, 52, 58, 59, 67 and 68 of the list of shareholdings.

No subsidiary of GAGFAH GROUP owns any equity shares 
of GERMAN RESIDENTIAL FUNDING 2013-1 LIMITED 
and GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED.
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Summarized financial information in respect of each of 
the above-mentioned subsidiaries that has material non- 
controlling interests is set out below. The summarized 

financial information below represents amounts before 
intragroup eliminations.

€ million

GERMAN RESIDENTIAL FUNDING 
2013-1 LIMITED

(Formation in 2013)

GERMAN RESIDENTIAL FUNDING 
2013-2 LIMITED

(Formation in 2013)

2013 2012 2013 2012

Current assets 1 1,997.7 — 704.1 —

Non-current assets 1 114.2 — 37.1 —

Current liabilities 1 – 124.3 — – 44.9 —

Non-current liabilities – 1,981.8 — – 696.3 —

Equity attributable to shareholders of the parent company 0.0 — 0.0 —

Non-controlling interests – 5.8 — – 0.1 —

Income 1 33.3 — 4.4 —

Expenses 1 – 33.6 — – 4.4 —

Net result – 0.3 — 0.0 —

Net result attributable to shareholders of the parent company 0.0 — 0.0 —

Net result attributable to non-controlling interests – 0.3 — 0.0 —

Net result – 0.3 — 0.0 —

Other comprehensive income, net of tax, attributable  
to shareholders of the parent company 0.0 — 0.0 —

Other comprehensive income, net of tax, attributable  
to non-controlling interests 6.1 — 0.1 —

Other comprehensive income, net of tax 6.1 — 0.1 —

Total comprehensive income, net of tax, attributable  
to shareholders of the parent company 0.0 — 0.0 —

Total comprehensive income, net of tax, attributable  
to non-controlling interests 6.1 — 0.1 —

Total comprehensive income, net of tax 6.1 — 0.1 —

Dividends paid to non-controlling interests 0.0 — 0.0 —

Cash flows from operating activities 0.0 — 0.0 —

Cash flows from investing activities – 2,094.1 — – 736.6 —

Cash flows from financing activities 2,094.1 — 736.6 —

Change in cash and cash equivalents 0.0 — 0.0 —

1 This line item includes intercompany relations.

The development of non-controlling interests in 2013 con-
tains, inter alia, other comprehensive income of € 6.2 mil-
lion (prior year: € 0.0 million) resulting from unrealized 
gains / losses from derivative financial instruments in 
connection with swap agreements negotiated in order to 
hedge the cash flow risk from interest fluctuations of the 

new loans (GAGFAH and NILEG subgroup refinancing). 
This item includes the net valuation movements on the 
aforementioned cash flow hedges of € 9.1 million (prior 
year: € 0.0 million) and the corresponding income tax 
effect of € – 2.9 million (prior year: € 0.0 million). We also 
refer to section H.2. “Financial Risk Management”.
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The dividends to non-controlling interests include divi-
dends of € 2.0 million (prior year: € 2.0 million) relating 
to non-controlling interests of WOBA subgroup (12. CR 
Immobilien-Vermietungsgesellschaft mbH & Co.  
SÜDOST WOBA Striesen KG) and € 1.1 million (prior 
year: € 5.8 million) relating to non-controlling interests 
of HB-Funds, thereof € 0.4 million in connection with 
the liquidation of six HB Funds that were transferred as 
dividend to the outstanding shareholders in 2013.

For more information on the non-controlling interests 
in the net result for the year, please refer to our com-
ments on the Consolidated Statement of Comprehensive 
Income (Section F.14. “Result Attributable to Non-con-
trolling Interests”).

Dividends The refinancing of more than € 4.0 billion in 
the course of 2013 led to substantial one-off expenses that 
need to be paid out of Funds From Operations (FFO) and 
prohibit a dividend for the year 2013. 

CAPITAL MANAGEMENT The primary objective of the 
Group’s capital management is to ensure that it maintains 
healthy capital ratios in order to support its business and 
maximize shareholder value. This implicates generation 
of a sound capital base for the purposes of servicing its 
debt obligations and paying dividends to its shareholders.

The Group manages its capital structure and makes ad-
justments to it in light of changes in economic conditions. 
To maintain or adjust the capital structure, the Group 
may adjust the dividend payment to shareholders, return 
capital to shareholders or issue new shares.

Equity capital measures
Share Buy-Back Programs in the financial years 2010 
to 2012 The objective of the Share Buy-back Programs 
was to reduce GAGFAH S. A.’s share capital and to reduce 
the stock’s discount to NAV. The XETRA share price of 
€ 10.70 as of December 31, 2013 (prior year: € 8.86), was 
€ 2.26 (prior year: € 4.33) lower than the comparable 
EPRA NAV of € 12.96 (prior year (adjusted): € 13.19) 
per share (diluted). A detailed description of the Share 
Buy-back Programs can be found in subsection “Revenue 
Reserves – Treasury Shares”.

At the Extraordinary General Meeting of Shareholders held 
on April 21, 2011, the General Meeting resolved to amend 
the Articles of Incorporation so as to change the date of the 
Annual General Meeting of Shareholders to June 12 of each 
year. At the same meeting, it was resolved to renew and 
extend the authorized issued share capital to € 10 billion 
and the related authorizations and validity period. 

The Extraordinary General Meeting further resolved 
to reduce the issued share capital of the Company by a 
maximum amount of € 70,600,000 by the repurchase and 
cancellation of a maximum of 56,480,000 shares from 
existing shareholders during a period ending nine months 
after the date of the Extraordinary General Meeting and 
delegate any related powers to the Board of Directors in 
relation thereto including as to the determination of the 
final number of shares to be cancelled. 

At the same meeting it was further resolved to reduce the 
issued share capital of the Company by cancellation of the 
shares acquired under the share buy-back program of the 
Group announced on December 7, 2010.

At the Extraordinary General Meeting of Shareholders 
held on June 12, 2012, the General Meeting resolved 
to reduce the issued share capital by an amount of 
€ 18,937,846.25 and to cancel 15,150,277 treasury shares 
held by the Company and to reduce the relevant reserves 
constituted in relation thereto.

The Extraordinary General Meeting further resolved to 
reduce the issued share capital of the Company by a maxi-
mum amount of € 69,250,000 by the repurchase and can-
cellation of a maximum of 55,400,000 shares from existing 
shareholders during a period ending March 31, 2013.

At the Extraordinary General Meeting of Shareholders 
held on June 12, 2013, the General Meeting resolved to 
reduce the issued share capital of the Company by a maxi-
mum amount of € 64,516,250 by the repurchase and can-
cellation of a maximum of 51,613,000 shares from exist-
ing shareholders during a period ending March 31, 2014, 
midnight, and delegate any related powers to the Board of 
Directors in relation thereto including as to the determi-
nation of the final number of shares to be cancelled.
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-- E. Notes to the Consolidated Statement of Financial Position --

According to the latest Company’s Articles of Incorpora-
tion dated as of July 11, 2013, the authorized unissued 
share capital of the Company is set at € 9,988,125,000 to 
be represented by 7,990,500,000 shares.

Capital increase in the financial year 2013 On July 10, 
2013, GAGFAH S. A. placed 9,500,000 new shares that 
were issued on July 11, 2013 under the authorized 
capital of the Company and 10,500,000 existing treas-
ury shares of the Company by way of an accelerated 
bookbuilding. The placement price for the accelerated 
bookbuilding was fixed at € 8.85 per share. The net 
proceeds from the sale of the shares amount to approxi-
mately € 176.0 million. Due to the fact that GAGFAH 
S. A. estimates no income tax expenses for the next 
years, the transaction costs cannot be used as an income 
tax benefit. Following the consummation of the capital 
increase, the aggregate number of shares of GAGFAH 
S. A. outstanding is 215,952,555.

Fortress Investment Group LLC (“Fortress”) and its affili-
ates sold 20,000,000 shares in GAGFAH S. A. as part of 
the transaction. The sale reduces the Fortress-managed 
shareholding in the Company from ca. 60.8 % to ca. 
48.8 % (on a diluted basis following consummation of the 
capital increase).

GAGFAH S. A. used two-thirds of the net proceeds from 
the offering of the new shares and treasury shares towards 
optimizing its capital structure through, among other 
things, the repayment of certain higher interest-bearing 
loans and the remaining one-third of the net proceeds for 
value-enhancing capex projects. GAGFAH GROUP did not 
receive any proceeds from the sale of shares by Fortress.

Capital ratios The following key financial figures are used 
in conjunction with the Group’s capital management:

Loan-to-value (LTV) The Loan-to-value (LTV) ratio is 
generally used by lenders to express the ratio of the prop-
erty’s value that is mortgaged. The amount of loans to the 
value of the properties is given as a ratio in percentage. 
Typically, assessments with high LTV ratios are generally 
seen as a higher risk.

There are different lender requirements used to determine 
whether a loan will be granted with a certain LTV. As 
defined in some financing contracts, GAGFAH GROUP is 
subject to certain LTV covenants at individual levels. Fol-
lowing these requirements, the LTV must not be over the 
agreed percentage.

The Group LTV ratio as of December 31, 2013, amounts 
to 61.9 % (prior year: 64.7 %).

EPRA Net Asset Value (NAV) GAGFAH GROUP discloses 
EPRA NAV, which provides a measure of the fair value of 
a company on a long-term basis. EPRA NAV is a measure 
of the fair value of net assets assuming a normal invest-
ment property company business model. Accordingly, 
there is an assumption of owning and operating invest-
ment property for the long term. For this reason, deferred 
taxes on property revaluations are excluded as the 
investment property is not expected to be sold and the 
tax liability is not expected to materialize. In addition, 
the fair value of financial instruments which the Com-
pany intends to hold to maturity is excluded as these will 
cancel out on settlement. All other assets including trad-
ing property, finance leases, and investments reported 
at cost are adjusted to fair value. The diluted EPRA NAV 
as of December 31, 2013, amounts to € 2,813.3 million 
(prior year (adjusted): € 2,509.9 million). The diluted 
EPRA NAV per share as of December 31, 2013, amounts 
to € 12.96 (prior year (adjusted): € 13.19). The decrease in 
the diluted EPRA NAV per share predominantly results 
from the higher number of shares due to the capital 
increase in the financial year 2013.
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-----
12. �Liabilities due to Non-controlling 

Shareholders

Liabilities due to non-controlling shareholders amount 
to € 3.1 million (prior year: € 4.3 million).

Thereof, € 2.8 million (prior year: € 4.0 million) relate to 
WOBA subgroup and € 0.3 million (prior year: € 0.3 mil-
lion) to KALIRA Grundstücksgesellschaft mbH & Co. KG.

The decrease of liabilities due to non-controlling share
holders relating to WOBA subgroup is due to the reduction 
of the contribution of MURSUK Grundstücks-Verwaltungs
gesellschaft mbH concerning Opera Co-Acquisition 
GmbH & Co. KG.

----- 
13. Provisions
 
 
13.1. PENSION PROVISIONS Company pensions at GAGFAH 
GROUP are granted both by way of defined contribution 
and defined benefit plans. Provisions are recognized for 
obligations to current and former employees from future 
and current benefit entitlements. For a detailed descrip-
tion on these plans, please refer to section C.10. “Pension 
Provisions”.

The following groups are entitled to employer-funded 
pension benefits:

NUMBER OF COMMITMENTS

12-31-2013 12-31-2012

Active employees

Vested expectancies 673 656

Non-vested expectancies 21 81

694 737

Vested expectancies of  
employees no longer with 
the Company 355 335

Current pensions 851 862

Total 1,900 1,934
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The following Group-wide actuarial assumptions were 
used to calculate the obligations:

in % p. a.

12-31-2013 12-31-2012

Discount rate 3.50 3.60

Turnover rate 3.50 4.50

Future salary increases 2.50 2.50

Future inflation rate 2.00 2.00

Future pension increases 2.00 2.00

in years

Average longevity  
for current pensioners

Males 20.5 20.3

Females 24.8 24.6

Average longevity for current 
employees (future pensioners)

Males 23.3 23.1

Females 27.4 27.3

The calculation is based on a flexible retirement age in 
the German pension insurance.

The adjusted 2005G mortality tables (with adjustment 
2011) by Prof. Dr. Klaus Heubeck were used for death and 
disability.

The salary trend accounts for the various reasons for sal-
ary increases, e. g. increases under collective wage agree-
ments, promotions, etc.

The assumed turnover rate corresponds to the average 
turnover rate in Germany. Internal turnover tables 
provided by the actuary were used to factor this into 
the valuation.

If the actual development during the year deviates from 
the assumptions made at the beginning of the financial 
year or if parameters are set at the end of the financial 
year that differ from those set at the beginning, actuarial 
gains or losses arise.

In the financial year 2013 and the prior year, there were 
no plan amendments, curtailments and settlements.

As the requirements for plan assets specified in IAS 19.8 
are fulfilled, the net defined benefit liability as shown in 
the Consolidated Statement of Financial Position is calcu-
lated as the balance of the defined benefit obligation and 
the fair value of plan assets:

€ million

12-31-2013 12-31-2012

Defined benefit obligation 132.3 131.3

Less fair value of plan assets – 4.6 – 4.5

Net defined benefit liability 127.7 126.8
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As of December 31, 2012, GAGFAH GROUP’s (net) pen-
sion provisions under previous IAS 19 did not include 
actuarial losses of € 16.1 million. In the course of the 
retrospective application of IAS 19 (revised 2011), (net) 
pension provisions increased by this amount from 
€ 110.7 million to € 126.8 million.

As of the beginning of the comparative period, on Janu-
ary 1, 2012, GAGFAH GROUP’s (net) pension provisions 
under previous IAS 19 did not include actuarial gains 
of € 1.9 million. In the course of the retrospective ap-
plication of IAS 19 (revised 2011), (net) pension provi-
sions decreased by this amount from € 110.4 million to 
€ 108.5 million.

The defined benefit obligation developed as follows:

€ million

2013 2012

Defined benefit obligation  
as of January 1 131.3 113.4

Current service cost 2.2 1.6

Interest expense 4.6 5.4

Remeasurements: Actuarial
gains (–) or losses (+) from 
changes in financial assumptions 1.8 20.5

Remeasurements: Actuarial
gains (–) or losses (+) from  
experience adjustments – 0.7 – 2.2

Direct pension payments – 6.9 – 7.4

Defined benefit obligation  
as of December 31 132.3 131.3

The decrease in actuarial losses from changes in financial 
assumptions compared to the prior year mainly results 
from the decrease of the discount rate from 3.60 % to 
3.50 %.

The effects on the defined benefit obligation under theo-
retical application of IAS 19 (revised 2008) would have 
been similar to the previous financial year.

The calculation of the defined benefit obligation is sensi-
tive to the actuarial assumptions set out above.

The following table summarizes how the impact on the 
defined benefit obligation at the end of the reporting 
period would have increased (+) /decreased (–) as a result 
of a change in significant assumptions:

Defined benefit obligation
Effects in € million

12-31-2013

0.5 %  
increase

0.5 % 
 decrease

Discount rate – 8.8 + 9.9

Future salary increases + 0.4 – 0.4

0.25 %  
increase

0.25 %  
decrease

Future pension increases + 3.3 – 3.2

1 year increase

Longevity + 6.7

The change in the other actuarial assumptions would not 
lead to a comparable high impact on the defined benefit 
obligation. The above sensitivities are based on the de-
fined benefit obligation as of December 31, 2013, and are 
applied to adjust the defined benefit obligation at the end 
of the reporting period for the assumptions concerned.
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GAGFAH GROUP concluded liability insurances to hedge 
a part of the pension obligations. They are similar to life 
insurances including specified performance and profit 
participation and are measured at fair value equaling to 
the present value of the related obligations.

Plan assets exclusively consist of the aforementioned 
liability insurances. The movements in the fair value of 
these plan assets were as follows:

€ million

2013 2012

Fair value of plan assets  
as of January 1 4.5 4.9

Interest income on plan assets 0.2 0.2

Benefits paid – 0.1 – 0.6

Fair value of plan assets  
as of December 31 4.6 4.5

The net pension expenses recognized in the Consoli-
dated Statement of Comprehensive Income break down 
as follows:

€ million

2013 2012

Current service cost 2.2 1.6

(Net) Interest expense 4.4 5.2

Net pension expenses 6.6 6.8

Current service cost recognized in the Consolidated State-
ment of Comprehensive Income are disclosed under per-
sonnel expenses that are allocated to various categories of 
expenses according to the cost of sales method. Interest 
cost is disclosed under interest expenses.

As in the prior year, there are no expected contributions 
to the plan for the financial year 2014.

The weighted average duration of the defined benefit 
obligation as of December 31, 2013, is 14.6 years (prior 
year: 14.5 years).

The distribution of the timing of benefit payments is as 
follows:

--- in 2014:	 € 6.8 million
--- in 2015:	 € 6.9 million
--- in 2016:	 € 6.9 million
--- in 2017:	 € 6.9 million
--- in 2018:	 € 6.8 million
--- from 2019 until  

2023 (inclusive):	 € 34.1 million
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€ million

As of
January 1, 2013 Utilization Reversals Additions Reclassifications

 As of
December 31, 2013

Thereof 
non-current

Thereof 
current

Reorganization and restructuring provisions 6.8 – 1.8 0.0 2.4 0.0 7.4 3.4 4.0

Provisions for costs concerning sold properties 7.9 – 0.6 – 1.9 0.8 0.0 6.2 0.0 6.2

Provisions for severance payments, litigation costs and similar risks 4.3 – 0.8 – 0.4 1.5 0.0 4.6 0.0 4.6

Provisions for refinancing 2.9 – 2.5 – 0.4 4.5 0.0 4.5 0.0 4.5

Provision for restitution proceedings 4.4  0.0 – 0.4 0.0 0.0 4.0 0.0 4.0

Provisions for phased retirement 5.3 – 2.3 0.0 0.4 0.0 3.4 1.5 1.9

Warranty obligations and latent risks 3.4 – 0.1 0.0 0.0 0.0 3.3 0.0 3.3

Provision for demolition costs 0.2 – 0.1 0.0 0.0 0.0 0.1 0.0 0.1

Provision for distribution obligations 0.2 – 0.1 0.0 0.0 0.0 0.1 0.0 0.1

Provisions in connection with WOBA lawsuits 0.4 0.0 – 0.4 0.0 0.0 0.0 0.0 0.0

Other provisions 9.2 – 2.6 – 0.7 3.8 0.0 9.7 3.3 6.4

Total 45.0 – 10.9 – 4.2 13.4 0.0 43.3 8.2 35.1

€ million

As of
January 1, 2012 Utilization Reversals Additions Reclassifications

 As of
December 31, 2012

Thereof 
non-current

Thereof 
current

Reorganization and restructuring provisions 9.8 – 3.5 – 0.2 0.7 0.0 6.8 3.5 3.3

Provisions for costs concerning sold properties 9.5 – 0.5 – 2.9 1.8 0.0 7.9 0.0 7.9

Provisions for severance payments, litigation costs and similar risks 1.5 – 0.1 – 0.5 3.4 0.0 4.3 0.0 4.3

Provisions for refinancing 1.0 0.0 0.0 1.9 0.0 2.9 0.0 2.9

Provision for restitution proceedings 10.6 – 6.8 – 0.4 1.0 0.0 4.4 0.0 4.4

Provisions for phased retirement 6.6 – 2.3 0.0 1.0 0.0 5.3 3.2 2.1

Warranty obligations and latent risks 4.3 – 2.3 – 0.3 1.4 0.3 3.4 0.0 3.4

Provision for demolition costs 2.5 – 1.8 – 0.5 0.0 0.0 0.2 0.0 0.2

Provision for distribution obligations 1.3 – 0.1 – 0.7 0.0 – 0.3 0.2 0.0 0.2

Provisions in connection with WOBA lawsuits 7.3 – 5.2 – 1.7 0.0 0.0 0.4 0.0 0.4

Other provisions 11.8 – 1.8 – 4.3 3.5 0.0 9.2 2.0 7.2

Total 66.2 – 24.4 – 11.5 14.7 0.0 45.0 8.7 36.3

13.2. OTHER PROVISIONS
The other provisions developed as follows in the financial year:
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€ million

As of
January 1, 2013 Utilization Reversals Additions Reclassifications

 As of
December 31, 2013

Thereof 
non-current

Thereof 
current

Reorganization and restructuring provisions 6.8 – 1.8 0.0 2.4 0.0 7.4 3.4 4.0

Provisions for costs concerning sold properties 7.9 – 0.6 – 1.9 0.8 0.0 6.2 0.0 6.2

Provisions for severance payments, litigation costs and similar risks 4.3 – 0.8 – 0.4 1.5 0.0 4.6 0.0 4.6

Provisions for refinancing 2.9 – 2.5 – 0.4 4.5 0.0 4.5 0.0 4.5

Provision for restitution proceedings 4.4  0.0 – 0.4 0.0 0.0 4.0 0.0 4.0

Provisions for phased retirement 5.3 – 2.3 0.0 0.4 0.0 3.4 1.5 1.9

Warranty obligations and latent risks 3.4 – 0.1 0.0 0.0 0.0 3.3 0.0 3.3

Provision for demolition costs 0.2 – 0.1 0.0 0.0 0.0 0.1 0.0 0.1

Provision for distribution obligations 0.2 – 0.1 0.0 0.0 0.0 0.1 0.0 0.1

Provisions in connection with WOBA lawsuits 0.4 0.0 – 0.4 0.0 0.0 0.0 0.0 0.0

Other provisions 9.2 – 2.6 – 0.7 3.8 0.0 9.7 3.3 6.4

Total 45.0 – 10.9 – 4.2 13.4 0.0 43.3 8.2 35.1

€ million

As of
January 1, 2012 Utilization Reversals Additions Reclassifications

 As of
December 31, 2012

Thereof 
non-current

Thereof 
current

Reorganization and restructuring provisions 9.8 – 3.5 – 0.2 0.7 0.0 6.8 3.5 3.3

Provisions for costs concerning sold properties 9.5 – 0.5 – 2.9 1.8 0.0 7.9 0.0 7.9

Provisions for severance payments, litigation costs and similar risks 1.5 – 0.1 – 0.5 3.4 0.0 4.3 0.0 4.3

Provisions for refinancing 1.0 0.0 0.0 1.9 0.0 2.9 0.0 2.9

Provision for restitution proceedings 10.6 – 6.8 – 0.4 1.0 0.0 4.4 0.0 4.4

Provisions for phased retirement 6.6 – 2.3 0.0 1.0 0.0 5.3 3.2 2.1

Warranty obligations and latent risks 4.3 – 2.3 – 0.3 1.4 0.3 3.4 0.0 3.4

Provision for demolition costs 2.5 – 1.8 – 0.5 0.0 0.0 0.2 0.0 0.2

Provision for distribution obligations 1.3 – 0.1 – 0.7 0.0 – 0.3 0.2 0.0 0.2

Provisions in connection with WOBA lawsuits 7.3 – 5.2 – 1.7 0.0 0.0 0.4 0.0 0.4

Other provisions 11.8 – 1.8 – 4.3 3.5 0.0 9.2 2.0 7.2

Total 66.2 – 24.4 – 11.5 14.7 0.0 45.0 8.7 36.3
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The reorganization and restructuring provisions relate 
to employee severance payments and other costs related to 
the strategic repositioning of the Group. These provisions 
include obligations from prior-year restructuring projects 
recognized under the special criteria for restructuring provi-
sions of IAS 37.71 et seqq. in connection with IAS 37.14 as 
well as obligations from ongoing reorganization projects 
which meet the general recognition criteria of IAS 37.14.

Regarding the reorganization and restructuring projects 
we refer to section F.10. “Reorganization and Restructuring 
Expenses”.

As of December 31, 2013, the provision amounted to 
€ 7.4 million (prior year: € 6.8 million). Provisions of 
€ 2.1 million are allocated through reorganization and 
restructuring expenses, € 1.2 million thereof were allocated 
for the reorganization program GAGFAH 2015. Further 
€ 0.8 million are related to a recalculation of existing 
non-current restructuring provisions for rental guaran-
tees and rental payments. € 0.1 million were allocated for 
prior restructuring measures. In the prior year, provisions 
of € 0.5 million are allocated through reorganization and 
restructuring expenses, € 0.3 million thereof are related to a 
recalculation of existing non-current restructuring provi-
sions for rental guarantees and rental payments as well 
as € 0.1 million relating to personnel-related expenses for 
severance payments. Further € 0.2 million were allocated for 
prior restructuring measures.

The provisions for costs concerning sold properties 
mainly concern compensation for damages in connection 
with sold properties.

The provisions for severance payments, litigation costs 
and similar risks relate to estimated costs in connection 
with litigation relating to GAGFAH GROUP’s core busi-
ness and development business as well as estimated costs in 
connection with employees leaving the Company. As of the 
balance sheet date, provisions of € 4.6 million (prior year: 
€ 4.3 million) had been recognized.

The additions to provisions for refinancing of € 4.5 million 
mainly relate to expenses in connection with subsequent 
costs concerning the refinancing process of GAGFAH sub-
group (see section F.12. “Refinancing Expenses”).
The provision for restitution proceedings amounting to 
€ 4.0 million (prior year: € 4.4 million) concerns restitution 
requirements subject to the German Act on the Clarification 
of Property Claims (“Gesetz zur Regelung offener Vermö-
gensfragen”- “Vermögensgesetz”; VermG), for example the 
return of properties to their former owners and require-
ments to reimburse sales proceeds or rentals generated 
in this context. In the financial year 2013, an amount of 
€ 0.4 million was reversed in order to reflect our expecta-
tions as of the balance sheet date regarding the amount that 
will become payable in the short term.

GAGFAH GROUP concluded a collective agreement 
(GAGFAH and GBH subgroup) and workplace agreements 
(NILEG and WOBA subgroup), respectively, on phased 
retirement. These models allow employees above the age of 
55 to make a smooth transition into retirement and ensure 
employment for younger employees. In the reporting period 
and in the prior year, no new agreements were concluded. 
All arrangements that were concluded in the past have 
already started as of the balance sheet date.

The favored model of phased retirement is the “block mod-
el”, whereby the phased retirement period may not be longer 
than six years and is spread over a work phase (first phase, 
full-time employment) and a release phase (second phase).

The relevant employees receive gross monthly pay based 
on the agreed working time pursuant to the arrangements 
under the collective agreement and the workplace agree-
ments in place. The employees receive this pay for the entire 
duration of phased retirement. Capital-forming payments 
are granted in line with the agreed part-time work, i. e. also 
in the release phase.
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Warranty obligations and latent risks totaling € 3.3 mil-
lion (prior year: € 3.4 million) were mainly set up for cases 
of liability from sales activities and property development 
business.

The provision for demolition costs amounting to € 0.1 mil-
lion (prior year: € 0.2 million) was recognized for the 
fulfillment of contractual obligations to demolish certain 
buildings in the City of Dresden within a certain period of 
time. As of the balance sheet date, the demolition program 
is completed entirely. Only remaining stocks of real estate 
were dismantled in the financial year 2013.

The remaining provisions in connection with WOBA 
lawsuits with an amount of € 0.4 million (prior year: 
€ 7.3 million) at the beginning of the year were reversed and 
allocated through other operating income during the finan-
cial year 2013. We also refer to section F.8. “Other Operating 
Income”.

Other provisions amounting to € 9.7 (prior year € 9.2 mil-
lion) comprise various smaller amounts.

The outflows of cash and cash equivalents from non-current 
provisions are largely expected within the next five years.

-----
14. Deferred Tax Liabilities

A uniform tax rate of 32.00 % (prior year: 32.00 %) is generally 
applied to all Group companies. This comprises a corporate 
income tax rate including solidarity surcharge of 15.83 % 
(prior year: 15.83 %). Trade tax is charged at 16.17 % (prior 
year: 16.17 %).

Deferred tax assets and liabilities are netted when there is a 
legally enforceable right to offset current tax assets against 
current tax liabilities and when the deferred tax assets and 
liabilities relate to the same taxpayer.

Deferred taxes are attributable to differences from 
recognition and measurement of the individual balance 
sheet items:

€ million

12-31-2013 12-31-2012 
(adjusted)

Effect on profit 
or loss 2013

Effect on OCI 
2013

Effect on profit 
or loss 2012

Effect on OCI 
2012

Consolidated Statement  
of Financial Position

Investment property 0.4 4.9 – 4.5 0.0 – 0.1 0.0

Financial assets 1.7 0.3 1.4 0.0 0.1 0.0

Other assets 5.7 2.6 3.1 0.0 – 1.9 0.0

Provisions 18.8 20.5 – 2.0 0.3 1.1 5.6

Liabilities 14.6 20.4 – 5.7 – 0.1 – 2.1 0.0

Assets held for sale 3.4 2.5 0.9 0.0 2.5 0.0

Deferred tax assets on tempo-
rary differences 44.6 51.2 – 6.8 0.2 – 0.4 5.6

Loss carryforwards

Corporate income tax 171.5 151.2 20.3 0.0 18.8 0.0

Trade tax 66.6 55.7 10.9 0.0 – 1.4 0.0

Deferred tax assets on loss 
carryforwards 238.1 206.9 31.1 0.0 17.4 0.0

Deferred tax assets 282.7 258.1 24.3 0.2 17.0 5.6
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€ million

12-31-2013 12-31-2012
(adjusted)

Effect on profit 
or loss 2013

Effect on OCI 
2013

Effect on profit 
or loss 2012

Effect on OCI 
2012

Consolidated Statement  
of Financial Position

Investment property 585.1 536.0 – 49.1 0.0 – 49.5 0.0

Financial assets 0.2 0.3 0.1 0.0 0.7 0.0

Other assets 3.0 0.1 0.0 – 2.9 0.1 0.4

Provisions 0.6 0.6 0.0 0.0 – 0.5 0.1

Liabilities 15.4 3.6 – 12.0 0.2 – 0.4 0.0

Assets held for sale 0.5 0.3 – 0.2 0.0 1.1 0.0

Untaxed special reserve 17.9 17.0 – 0.9 0.0 – 0.5 0.0

Deferred tax liabilities 622.8 557.9 – 62.1 – 2.7 – 49.0 0.5

Deferred tax liabilities predominantly result from differ-
ences between the carrying values of investment property 
disclosed in the IFRS Statement of Financial Position and 
in the Tax Statement. The tax base values are based on 
the continued recognition of the property at fair value at 
the date on which former non-profit housing companies 
became taxable. Deferred tax assets mainly result from the 
carryforward of unused tax losses and also partly from dif-
ferences between IFRS values and tax bases of provisions 
and liabilities.

In the Consolidated Statement of Financial Position, de-
ferred tax assets of € 282.7 million (prior year (adjusted): 
€ 258.1 million) were offset against deferred tax liabilities 
because the relevant entities have the legally enforceable 
right to set off current tax assets against current tax li-
abilities and the deferred tax assets and the deferred tax li-
abilities relate to income taxes levied by the same taxation 
authority on the same taxable entity.

As of December 31, 2013, the Group had corporate 
income tax loss carryforwards of € 1,761.7 million (prior 
year: € 1,640.2 million) and trade tax loss carryforwards 
of € 831.0 million (prior year: € 716.5 million). These are 
based on information available at the time of preparation 
of the Consolidated Financial Statements and may be car-
ried forward indefinitely pursuant to legislation in force as 
of December 31, 2013. Per period, tax gains of a maximum 
of € 1.0 million and 60.0 % of the amount above this figure 
may be netted with loss carryforwards.

Deferred tax assets on tax loss carryforwards are recog-
nized to the extent that deferred tax liabilities on tem-
porary differences exist. Net deferred tax assets on loss 
carryforwards were recognized only to the extent that 
they will be utilized in the near future, leading to residual 
corporate income tax loss carryforwards of € 678.4 million 
(prior year: € 684.9 million) as well as trade tax loss carry- 
forwards of € 419.4 million (prior year: € 372.1 million), 
on which no deferred tax assets have been recognized.
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Interest expenses are deductible up to the amount of the 
interest earnings. Beyond this amount, the deductibility is 
limited to 30 % of the fiscal year’s EBITDA, wherein GAG-
FAH’s fiscal year equals its financial year. Interest expenses 
which may not be deducted in the current year are carried 
forward to the following fiscal or financial years (interest 
carryforward). Deferred tax assets shall be recognized for 
the interest carryforward to the extent that it is probable 
that the interest expenses can be used in following years. 
Due to the Group’s capital structure, the use of the interest 
carryforward is not probable in the foreseeable future. 
According to this, no deferred taxes were recognized 
on interest carryforwards of € 294.6 million (prior year: 
€ 239.0 million) as these interest expenses are not expected 
to be realized in subsequent years.

Temporary differences associated with investments in 
subsidiaries, for which deferred tax liabilities have not 
been recognized, aggregate to € 12.7 million (prior year: 
€ 14.3 million).

-----
15. Liabilities from Income Tax

As of December 31, 2013, the Group had obligations from 
corporate income tax, trade tax and capital yields tax 
totaling € 79.4 million (prior year: € 90.8 million). They 
break down as follows:

€ million

12-31-2013 12-31-2012

Non-current

Corporate income tax on EK02 41.4 54.2

Total non-current 41.4 54.2

Current

Corporate income tax on EK02 15.6 15.6

Trade tax 14.0 13.6

Corporate income tax 8.4 7.4

Total current 38.0 36.6

Total 79.4 90.8

In November 2007, the German Annual Tax Act 2007 
(Jahressteuergesetz) was adopted with a final taxation 
of EK 02 which is payable in ten equal installments from 
2008 onwards. The decrease of corporate income tax on 
EK 02 since December 31, 2012, is primarily caused by 
payments of € 15.6 million (prior year: € 15.6 million). 
The decrease is partly offset by the addition of accrued 
interest of € 2.8 million (prior year: € 3.3 million).
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-----
16. Liabilities

16.1. FINANCIAL LIABILITIES Financial liabilities total 
€ 4,874.3 million (prior year: € 5,231.1 million) and relate 
mainly to the financing of residential real estate assets. 
Unlike the previous year and due to the refinancings closed 
in 2013, the largest part of the financial liabilities is non-
current.

Of the total financial liabilities, € 4,652.0 million (prior year: 
€ 4,986.0 million) relate to unsubsidized loans.

Overall, loans amounting to € 4,414.9 million (prior 
year: € 352.4 million) were repaid in the financial year. 
Thereof, 142 (prior year: 41) loans totaling € 4,221.7 mil-
lion (prior year: € 5.9 million) were fully repaid in the 
financial year in the course of the refinancings, thereof 
€ 2,037.3 million relating to the refinancing of the 
GAGFAH subgroup loan granted by institutional lend-
ers, € 1,037.3 million relating to the refinancing of the 
WOBA subgroup loan granted by institutional lend-
ers, € 976.2 million relating to the NILEG subgroup and 
€ 146.7 million relating to GAGFAH Acquisition 1 GmbH 
and additional € 24.2 million from senior debts.

The aforementioned full repayments were made in the 
course of the respective refinancing processes which are de-
scribed below. These transactions complete the refinancing 
of almost all of GAGFAH GROUP’s near-term maturities, 
except for € 358.0 million due in October 2014.

The financial liabilities also include derivative financial in-
struments with a total fair value of € 3.6 million (prior year: 
€ 4.8 million). Further disclosures on this item can be found 
in section H.2. “Financial Risk Management”.

GAGFAH subgroup refinancing On June 20, 2013, 
GAGFAH subgroup closed the refinancing of its GRF 
loans with a new credit volume of € 1,998.1 million and a 
maturity of five years until August 20, 2018. The amorti-
zation is 0.5 % p. a.

Given the favorable terms and the increased investor 
demand, the loans were refinanced through a commer-
cial mortgage-backed securities (CMBS) structure with a 
maturity of five years plus one year extension option. As 
part of the securitization, notes were issued by GERMAN 
RESIDENTIAL FUNDING 2013-1 LIMITED, a special 
purpose vehicle under the laws of Ireland. Purpose of the 
company is to enter into various financing agreements 
and to make loans to GAGFAH GROUP. These notes are 
admitted to trading on the Irish Stock Exchange. See also 
section B. “Consolidated Group and Consolidation Prin-
ciples” (founding of GERMAN RESIDENTIAL FUNDING 
2013-1 Limited).

The interest on the above-mentioned new GRF loan is 
completely variable, with an interest rate aligned to 
EURIBOR. To hedge the interest rate risk out of the 
CMBS, the issuer entered into a swap agreement in the 
total amount of € 1,898.2 million. Due to this financing 
structure, GAGFAH subgroup is financed at a coupon 
of 2.76 %. For more details, please refer to section H. 2. 
“Financial Risk Management”. The latest interest rate of 
the replaced former GRF loan, which would have ended 
on August 15, 2013, was 4.32 % p. a.

The credit agreement contains cash trap covenants: If 
the interest coverage ratio (ICR) falls below 1.50x or the 
debt service coverage ratio (DSCR) falls below 1.25x, 
the surplus cash flow (after reimbursement of senior 
costs, interest, principal and required maintenance and 
management reserves) will be trapped in an account, and 
if not cured will be used to repay the loan.

Furthermore, the credit agreement includes both custom-
ary covenants concerning debt service ability, loan-to 
value ratios and minimum expenditure on maintenance. 
According to the current budget and forecast, GAGFAH 
subgroup will be able to generate all ratios and the 
expenditure on maintenance out of the cash flow from 
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the leasing of the underlying real estate portfolio. For 
further information on this issue, we refer to section H.3. 
“Contingent Liabilities and Other Financial Obligations 
and Receivables”.

Accrued transaction costs of € 17.7 million related to 
the GAGFAH subgroup refinancing were paid in the first 
nine months of 2013. Further expenses of € 26.7 million 
are recognized in the line item “Interest expenses (refi-
nancing)” (see section F. 12. “Refinancing expenses”).

WOBA subgroup refinancing Since the term of the old 
loan granted by institutional lenders of WOBA subgroup 
would have ended on May 15, 2013, a new loan agree-
ment for refinancing purposes was signed and closed with 
Bank of America Merrill Lynch on February 20, 2013.

The credit volume of € 1,060.5 million stated in this loan 
agreement has met the requirements of WOBA subgroup 
to replace the existing credit line.

The term is five years (plus an extension option for one 
year) at a fixed interest rate of 3.85 % p. a. The fixed repay-
ments are at 1.0 % p. a. In addition, a partial repayment of 
loan amounts shall be provided through sales.

On May 13, 2013, WOBA subgroup and Bank of America 
Merrill Lynch agreed to increase the total loan amount by 
€ 17.0 million to € 1,077.5 million in exchange for a reduc-
tion in the coupon rate from 3.85 % to 3.34 %. By reducing 
the cash interest rate by 51 basis points, we expect interest 
savings of approximately € 4.4 million per year.

The credit agreement includes both customary covenants 
concerning debt service ability, loan-to-value ratios and 
minimum expenditure on maintenance. According to the 
current budget and forecast, WOBA subgroup will be able 
to generate all ratios and the expenditure on maintenance 
out of the cash flow from the leasing of the underlying 
real estate portfolio. For further information on this issue, 

we refer to section H.3. “Contingent Liabilities and Other 
Financial Obligations and Receivables”.
In the course of the WOBA subgroup refinancing, accrued 
transaction costs of € 44.8 million were paid in the first 
nine months of 2013. Further expenses of € 9.9 million are 
recognized in the line item “Interest expenses (refinanc-
ing)” (see section F. 12. “Refinancing expenses”).

NILEG subgroup and ACQ1 refinancing On July 22, 2013, 
the Company repaid the full amount of € 146.7 million 
on the loan granted by institutional lenders of GAGFAH 
Acquisition 1 GmbH.

On October 17, 2013, NILEG subgroup has closed 
the financing of the five-year € 699.7 million CMBS 
for the WBN Asset GmbH & Co. KG, WGNorden As-
set GmbH & Co. KG and NILEG Residential Asset 
GmbH & Co. KG portfolios (‘NILEG’). The coupon on the 
new CMBS is 2.71 %, almost 250 basis points lower than 
the 5.17 % on the previous loan. The CMBS has a five-year 
maturity plus a one-year extension option. The scheduled 
amortization will be 0.5 % per annum. The LTV of the 
portfolio is 65 %. The paydown of the former loan granted 
by institutional lenders took place on the last IPD date on 
October 21, 2013.

In connection with the CMBS, GERMAN RESIDENTIAL 
FUNDING 2013-2 LIMITED, a Special Purpose Company 
under the laws of Ireland, has been established. Purpose 
of the company is to enter into various financing agree-
ments and to make loans to NILEG. See also section 
B. “Consolidated Group and Consolidation Principles” 
(founding of GERMAN RESIDENTIAL FUNDING 2013-2 
LIMITED).

In connection with the aforementioned refinancing, 
GAGFAH Holding GmbH has signed two assignable 
loans, each in an amount of € 10.0 million with maturities 
until January 20, 2014, and April 22, 2014, respectively.
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In addition, GAGFAH Acquisition 1 GmbH has signed and 
closed a new three-year loan agreement plus a one-year 
extension option on October 8, 2013, for the Acquisition 
1 portfolio of € 144.6 million with a coupon of 2.87 %. The 
previous loan for this portfolio, which had a coupon of 
4.44 %, had been fully repaid with the proceeds from the 
July equity event. The proceeds from the new loan plus 
additional cash from the operating business will be used 
to repay € 190.0 million of the old NILEG loan granted by 
institutional lenders and bring the remaining loan amount 
from € 889.7 million down to € 699.7 million.

On October 11, 2013, NILEG subgroup also closed a new 
€ 91.0 million loan for the OWG portfolio with a coupon 
of 3.54 % and a seven-year maturity, which was increased 
to € 91.7 million in November 29, 2013.

GBH subgroup refinancing In October 2013, GBH Acqui-
sition GmbH also agreed on a two-year extension for the 
€ 197.5 million GBH loan. The Company plans to reduce 
the LTV of this portfolio and to invest additional capex 
in order to further improve the operational performance 
before securing a longer-term financing.

Securities for financial liabilities The value of the 
investment property portfolio (including assets held for 
sale) of € 7,682.3 million (prior year: € 7,772.5 million) is 
predominantly encumbered by charges on property for 
the securization of the current and non-current financial 
liabilities to banks and other lenders. The financial liabili-
ties which are secured by charges on property amount to 
€ 4,834.0 million (prior year: € 5,211.4 million). No col-
lateral has been provided for the remaining € 40.3 million 
(prior year: € 19.7 million). 

Loans in connection with assets held for sale In the 
financial year 2013, several reclassifications of loans 
granted by institutional lenders from non-current to 
current financial liabilities were made in connection with 
assets held for sale and sold assets because the proceeds of 
the sale of the underlying properties will have to be partly 
used to repay debt.

As of December 31, 2013, a total amount of € 11.8 million 
(prior year: € 16.2 million) related to condo sales was re-
classified from non-current to current financial liabilities 
(loans granted by institutional lenders) due to the repay-
ment expected to be prior to the contractual maturity 
of these liabilities. Part of further loans of € 47.7 million 
(prior year: € 25.6 million) in connection with block sales 
were reclassified into current financial liabilities. 

The aforementioned reclassified loans granted by institu-
tional lenders contain financial liabilities related to assets 
held for sale as shown in the Consolidated Statement 
of Financial Position at the end of the financial year as 
well as financial liabilities related to asset sales that have 
already been recognized during the financial year 2013. 

Due to the reclassification of assets from assets held for 
sale back into investment property, no financial liabilities 
(prior year: € 6.1 million) were reclassified to non-current 
financial liabilities.
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Of the current financial liabilities, loans amounting to 
€ 45.9 million (prior year: € 23.9 million) are directly 
related to assets held for sale of € 48.6 million (prior year: 

€ 31.0 million) as shown in the Consolidated Statement 
of Financial Position. These loans are allocated to the 
Group’s assets held for sale as follows:

€ million

12-31-2013 12-31-2012

Assets held
for sale

Related financial 
liabilities

Assets held
for sale

 Related financial 
liabilities

Block sales 40.6 40.2 20.3 16.4

Condo sales 8.0 5.7 10.7 7.5

Total 48.6 45.9 31.0 23.9

The total reclassified liabilities have been revalued accord-
ing to IAS 39.AG8. The current financial liabilities do not 
include potential prepayment fees (prior year: € 0.4 mil-
lion). For further information about the effect on the 
Consolidated Statement of Comprehensive Income please 
refer to section F.11. “Interest Expenses”.

For more information on the respective sales programs, 
we refer to section E.10. “Assets Held for Sale”.

Loans secured by demolition properties Due to the 
finalization of the demolition program in 2012 and the 
repayment of the corresponding loans in the course of 
the financial year 2013, no loans were reclassified from 
non-current to current financial liabilities (prior year: 
€ 8.8 million).

Debt maturity profile and Interest payment The Group 
monitors credit terms very closely in light of its refinanc-
ing needs. As of December 31, 2013, the Group’s financial 
liabilities primarily comprise of the following liabilities:
The tables include both interest and principal cash flows. 
To the extent that interest flows are floating rate, the un-
discounted amount is derived from interest rate as of the 
last IPD. The contractual maturity is based on the earliest 
date on which the Group may be required to pay. We also 
refer to section H. 2. “Financial Risk Management”.
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debt maturitY proFile as oF December 31, 2013
€ million (unless stated otherwise)

2014 2015 2016 2017 2018 2019 > 2019

 
Carrying 

amount as of 
12-31-2013

Notional 
amount as of 
12-31-2013

Weighted 
avg. years to 

maturity

Current
average
interest

 rate (in %)
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity 2

Commercial mortgage- 
backed floating rate notes  2,671.1  2,688.6  4.7 2.75  22.1 0.0  13.5 0.0  13.5 0.0  13.5 0.0  7.6  2,618.4 0.0 0.0 0.0 0.0

	� thereof fixed 4  2,464.1  2,480.7  4.7 2.82  13.7 0.0  13.3 0.0  13.3 0.0  13.3 0.0  7.5  2,419.6 0.0 0.0 0.0 0.0

	� thereof floating  207.0  207.9  4.8 1.94  8.4 0.0  0.2 0.0  0.2 0.0  0.2 0.0  0.1  198.8 0.0 0.0 0.0 0.0

Loans granted by  
institutional lenders3  1,873.5  1,896.0  3.4 3.70  73.1  358.0  13.5  36.0  13.3  284.7  11.6 0.0  3.6  1,015.4  0.9 0.0  0.7  85.2 

	� thereof fixed 4,6  1,639.9  1,661.1  3.3 3.86  10.3  358.0  11.0  36.0  10.8  250.0  10.2 0.0  2.6  972.2 0.0 0.0 0.0 0.0 

	� thereof floating 
secured with cap6  164.0  163.5  4.7 2.57  45.5 0.0  1.9 0.0  1.9  34.7  0.8 0.0  0.8 0.0  0.8 0.0  0.6  76.5 

	� thereof floating  69.6  71.4  4.5 2.45  17.3 0.0  0.6 0.0  0.6 0.0  0.6 0.0  0.2  43.2  0.1 0.0  0.1  8.7 

Senior debt5  296.3  362.2  27.5 2.03 9.6 13.4 9.4 19.0 9.3 4.5 9.4 4.6 9.5 0.9 9.6 3.7 259.3 0.0 

Other  33.4  33.4  2.1 3.66  0.8  20.0  0.8 0.0  0.8 0.0  0.9 0.0  0.5  3.9 0.0  5.7 0.0 0.0 

	� thereof fixed  13.4  13.4  5.0 5.75   0.8 0.0  0.8 0.0  0.8 0.0  0.9 0.0  0.5  3.9 0.0  5.7 0.0 0.0

	� thereof floating  20.0  20.0  0.2 2.25  0.0  20.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total  4,874.3  4,980.2  5.9 3.06  105.6 391.4 37.2 55.0 36.9 289.2 35.4 4.6 21.2 3,638.6 10.5 9.4 260.0  85.2 

1 �Regulary repayments and releases from sales.	
2 Loans which are due for repayment or loans for which a new interest rate needs to be fixed, including scheduled repayments till maturity.
3 �The Loans granted by institutional lenders attributable to assets held for sale and sold assets are € 59.5 million (€ 45.9 million thereof relate to assets held for sale and  

€ 13.6 million relate to sold assets).
4 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans through  

interest rate swaps.
5 The repayments in 2013 include an amount of € 0.0 million from assets held for sale.
6 �Currently, the interest rate of the full amount of the GBH Acquisition GmbH loan is secured as follows: € 175.0 million are secured by an interest rate swap and  

€ 21.4 million by an interest rate cap. From April 2014 onwards, an amount of € 173.0 million will be secured by a cap. The remaining amount will be floating.
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debt maturitY proFile as oF December 31, 2013
€ million (unless stated otherwise)

2014 2015 2016 2017 2018 2019 > 2019

 
Carrying 

amount as of 
12-31-2013

Notional 
amount as of 
12-31-2013

Weighted 
avg. years to 

maturity

Current
average
interest

 rate (in %)
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity 2

Commercial mortgage- 
backed floating rate notes  2,671.1  2,688.6  4.7 2.75  22.1 0.0  13.5 0.0  13.5 0.0  13.5 0.0  7.6  2,618.4 0.0 0.0 0.0 0.0

	� thereof fixed 4  2,464.1  2,480.7  4.7 2.82  13.7 0.0  13.3 0.0  13.3 0.0  13.3 0.0  7.5  2,419.6 0.0 0.0 0.0 0.0

	� thereof floating  207.0  207.9  4.8 1.94  8.4 0.0  0.2 0.0  0.2 0.0  0.2 0.0  0.1  198.8 0.0 0.0 0.0 0.0

Loans granted by  
institutional lenders3  1,873.5  1,896.0  3.4 3.70  73.1  358.0  13.5  36.0  13.3  284.7  11.6 0.0  3.6  1,015.4  0.9 0.0  0.7  85.2 

	� thereof fixed 4,6  1,639.9  1,661.1  3.3 3.86  10.3  358.0  11.0  36.0  10.8  250.0  10.2 0.0  2.6  972.2 0.0 0.0 0.0 0.0 

	� thereof floating 
secured with cap6  164.0  163.5  4.7 2.57  45.5 0.0  1.9 0.0  1.9  34.7  0.8 0.0  0.8 0.0  0.8 0.0  0.6  76.5 

	� thereof floating  69.6  71.4  4.5 2.45  17.3 0.0  0.6 0.0  0.6 0.0  0.6 0.0  0.2  43.2  0.1 0.0  0.1  8.7 

Senior debt5  296.3  362.2  27.5 2.03 9.6 13.4 9.4 19.0 9.3 4.5 9.4 4.6 9.5 0.9 9.6 3.7 259.3 0.0 

Other  33.4  33.4  2.1 3.66  0.8  20.0  0.8 0.0  0.8 0.0  0.9 0.0  0.5  3.9 0.0  5.7 0.0 0.0 

	� thereof fixed  13.4  13.4  5.0 5.75   0.8 0.0  0.8 0.0  0.8 0.0  0.9 0.0  0.5  3.9 0.0  5.7 0.0 0.0

	� thereof floating  20.0  20.0  0.2 2.25  0.0  20.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total  4,874.3  4,980.2  5.9 3.06  105.6 391.4 37.2 55.0 36.9 289.2 35.4 4.6 21.2 3,638.6 10.5 9.4 260.0  85.2 

1 �Regulary repayments and releases from sales.	
2 Loans which are due for repayment or loans for which a new interest rate needs to be fixed, including scheduled repayments till maturity.
3 �The Loans granted by institutional lenders attributable to assets held for sale and sold assets are € 59.5 million (€ 45.9 million thereof relate to assets held for sale and  

€ 13.6 million relate to sold assets).
4 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans through  

interest rate swaps.
5 The repayments in 2013 include an amount of € 0.0 million from assets held for sale.
6 �Currently, the interest rate of the full amount of the GBH Acquisition GmbH loan is secured as follows: € 175.0 million are secured by an interest rate swap and  

€ 21.4 million by an interest rate cap. From April 2014 onwards, an amount of € 173.0 million will be secured by a cap. The remaining amount will be floating.

-- E. Notes to the Consolidated Statement of Financial Position --

155

consolidated annual report 2013

notes



debt maturitY proFile as oF December 31, 2012
€ million (unless stated otherwise)

2013 2014 2015 2016 2017 2018 > 2018

 
Carrying 

amount as of 
12-31-2012

Notional 
amount as of 
12-31-2012

Weighted 
avg. years to 

maturity

Current 
average
 interest

 rate (in %) 
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2

Commercial mortgage-  
backed floating rate notes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof fixed 3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Loans granted by  
institutional lenders 4 4,891.3 4,851.4 0.8 4.54  35.5 3,240.6 0.0 1,539.3 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof fixed 3 4,845.1 4,805.4 0.8 4.54 15.5 3,240.6 0.0 1,513.3 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating,  
secured with cap 46.2 46.0 0.7 3.71 20.0 0.0 0.0 26.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Senior debts 5 325.0 398.0 27.8 2.00  10.4 6.0 9.8 12.8 9.8 24.3 9.9 1.5 9.9 5.2 10.0 1.3 287.1 0.0

thereof fixed 325.0 398.0 27.8 2.00  10.4 6.0 9.8 12.8 9.8 24.3 9.9 1.5 9.9 5.2 10.0 1.3 287.1 0.0

Other 14.8 14.8 6.1 5.70  0.8 0.0 0.8 0.0 0.8 0.0 0.8 0.0 0.9 0.0 4.3 0.0 6.4 0.0

thereof fixed 14.8 14.8 6.1 5.70 0.8 0.0 0.8 0.0 0.8 0.0 0.8 0.0 0.9 0.0 4.3 0.0 6.4 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 5,231.1 5,264.2 2.9 4.35  46.7 3,246.6 10.6 1,552.1 10.6 60.3 10.7 1.5 10.8 5.2 14.3 1.3 293.5 0.0

1 �Regular repayments and releases from sales.
2 Loans that are due for repayment or loans for which a new interest rate needs to be fixed, including scheduled repayments until maturity.
3 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans through interest 

rate swaps.
4 �The loans granted by institutional lenders attributable to assets held for sale and sold assets are € 32.2 million (€ 23.5 million thereof relate to assets held for sale and 

€ 8.7 million relate to sold assets).
5 �The repayments in 2012 include an amount of € 0.4 million from assets held for sale.
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debt maturitY proFile as oF December 31, 2012
€ million (unless stated otherwise)

2013 2014 2015 2016 2017 2018 > 2018

 
Carrying 

amount as of 
12-31-2012

Notional 
amount as of 
12-31-2012

Weighted 
avg. years to 

maturity

Current 
average
 interest

 rate (in %) 
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2
Scheduled 

repayments1
Scheduled 

maturity2

Commercial mortgage-  
backed floating rate notes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof fixed 3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Loans granted by  
institutional lenders 4 4,891.3 4,851.4 0.8 4.54  35.5 3,240.6 0.0 1,539.3 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof fixed 3 4,845.1 4,805.4 0.8 4.54 15.5 3,240.6 0.0 1,513.3 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating,  
secured with cap 46.2 46.0 0.7 3.71 20.0 0.0 0.0 26.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Senior debts 5 325.0 398.0 27.8 2.00  10.4 6.0 9.8 12.8 9.8 24.3 9.9 1.5 9.9 5.2 10.0 1.3 287.1 0.0

thereof fixed 325.0 398.0 27.8 2.00  10.4 6.0 9.8 12.8 9.8 24.3 9.9 1.5 9.9 5.2 10.0 1.3 287.1 0.0

Other 14.8 14.8 6.1 5.70  0.8 0.0 0.8 0.0 0.8 0.0 0.8 0.0 0.9 0.0 4.3 0.0 6.4 0.0

thereof fixed 14.8 14.8 6.1 5.70 0.8 0.0 0.8 0.0 0.8 0.0 0.8 0.0 0.9 0.0 4.3 0.0 6.4 0.0

thereof floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 5,231.1 5,264.2 2.9 4.35  46.7 3,246.6 10.6 1,552.1 10.6 60.3 10.7 1.5 10.8 5.2 14.3 1.3 293.5 0.0

1 �Regular repayments and releases from sales.
2 Loans that are due for repayment or loans for which a new interest rate needs to be fixed, including scheduled repayments until maturity.
3 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans through interest 

rate swaps.
4 �The loans granted by institutional lenders attributable to assets held for sale and sold assets are € 32.2 million (€ 23.5 million thereof relate to assets held for sale and 

€ 8.7 million relate to sold assets).
5 �The repayments in 2012 include an amount of € 0.4 million from assets held for sale.
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interest payments fix 1
€ million 

2014 2015 2016 2017 2018 2019 > 2019

 
Carrying 

amount as of 
12-31-2013

Notional 
amount as of 
12-31-2013

Interest 
payments 

Interest 
payments 

Interest 
payments 

Interest 
payments 

Interest 
payments 

Interest 
payments 

Interest 
payments 

Commercial 
mortgage-
backed 
floating  
rate notes  2,671.1  2,688.6  76.7  74.2  74.0  73.4  59.4 0.0 0.0

	� thereof 
fixed 2  2,464.1  2,480.7  72.4  70.3  70.1  69.5  55.9 0.0 0.0

	� thereof 
floating  207.0  207.9  4.3  3.9  3.9  3.9  3.5 0.0 0.0

Loans 
granted by 
institutional 
lenders  1,873.5  1,896.0  66.6  50.9  43.5  36.8  19.1  1.9  1.9 

	� thereof 
fixed 2  1,639.9  1,661.1  61.4  46.0  40.3  33.7  16.6 0.0 0.0

	� thereof 
floating 
with cap  164.0  163.5  3.6  2.9  1.9  1.8  1.8  1.7  1.7 

	� thereof 
floating  69.6  71.4  1.6  2.0  1.3  1.3  0.7  0.2  0.2 

Senior debt  296.3  362.2 8.5 8.0 7.5 6.9 6.7 6.6 68.3

Other  33.4  33.4  0.9  0.7  0.7  0.6  0.5  0.2 0.0 

	� thereof 
fixed  13.4  13.4  0.7  0.7  0.7  0.6  0.5  0.2 0.0

	� thereof 
floating  20.0  20.0  0.2 0.0 0.0 0.0 0.0 0.0 0.0

Total  4.874.3  4.980.2 152.7 133.8 125.7 117.7 85.7 8.7 70.2

1 Calculated on the assumption that no ending contract will be renewed or extended.
2 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans  

through interest rate swaps.
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interest paYments FiX 1
€ million

Carrying 
amount as of 
12-31-2012

Notional 
amount as of 
12-31-2012 2013

 

 

2014 2015 2016 2017 2018 > 2018

Commercial 
mortgage-
backed  
rate note 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof  
fixed 2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

thereof 
floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Loans  
granted by 
institutional 
lenders 4,891.3 4,851.4 155.6 33.6 1.3 0.0 0.0 0.0 0.0

thereof  
fixed 2 4,845.1 4,805.4 152.0 31.2 0.0 0.0 0.0 0.0 0.0

thereof 
floating, 
secured  
with cap 46.2 46.0 3.6 2.4 1.3 0.0 0.0 0.0 0.0

thereof 
floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Senior debts 325.0 398.0 8.2 7.4 6.9 6.3 5.9 5.9 75.4

thereof
fixed 325.0 398.0 8.2 7.4 6.9 6.3 5.9 5.9 75.4

Other 14.8 14.8 0.8 0.8 0.7 0.7 0.6 0.5 0.2

thereof 
fixed 14.8 14.8 0.8 0.8 0.7 0.7 0.6 0.5 0.2

thereof  
floating 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 5,231.1 5,264.2 164.6 41.8 8.9 7.0 6.5 6.4 75.6

1 �Calculated on the assumption that no ending contract will be renewed or extended.
2 �In order to reduce the risk of interest rate fluctuations during the lifetime of the loans, we have predominantly hedged the interest rate cost of the loans  

through interest rate swaps.
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The amounts included above for variable interest rate 
instruments for both non derivative financial assets and 
liabilities are subject to change if changes in variable inter-
est rates differ to those estimates of interest rates deter-
mined at the end of the reporting period.

To reduce the exposure to changes in interest rates, 
GAGFAH GROUP has concluded interest rate swap agree-
ments. Due to the valuation of the derivatives, interest rate 
swaps with a positive amount of € 9.2 million (prior year: 
€ 0.0 million) are disclosed in other financial assets and 
interest rate swaps with a negative amount of € 3.6 million 
(prior year: negative amount of € 4.8 million) are disclosed 
in the financial liabilities. Due to the hedging strategy of 
GAGFAH GROUP, the effective part of the interest rate 
swaps of € 8.9 million (prior year: € – 1.1 million) is recog-
nized directly in equity. The ineffective part of the interest 
rate swaps of € 1.5 million (prior year: € 2.1 million) is 
recognized in profit or loss. For further information about 
the hedging strategy see chapter H.2 “Financial Risk Man-
agement”, subsection “Interest Rate Risk”.

The difference between the notional amount and the 
carrying amount as shown in the Consolidated Statement 
of Financial Position mainly results from debt discount, 
amortized transaction costs and interest accruals.

As of the reporting date, there were undrawn credit facilities 
in the amount of € 66.2 million (prior year: € 0.0 million) re-
sulting from liquidity facility agreements between Goldman 
Sachs Bank USA and GERMAN RESIDENTIAL FUNDING 
2013-1 LIMITED of € 48.9 million and between Bank of 
America N. A., London Branch, and GERMAN RESIDEN-
TIAL FUNDING 2013-2 LIMITED of € 17.3 million.

16.2. OTHER LIABILITIES As of the balance sheet date, other 
liabilities break down as follows:

€ million

12-31-2013 12-31-2012 
(adjusted)

Non-current

Liabilities from settlement payments 
to the State Capital of Dresden 20.7 23.7

Liabilities from finance lease 4.2 4.2

Liabilities from commission on 
bank guarantee 3.3 0.3

Jubilee commitments 0.6 1.9

Other liabilities 0.8 0.6

Total non-current 29.6 30.7

Current

Trade payables 37.2 32.6

Liabilities from operating  
expenses not yet invoiced 22.4 30.3

Liabilities to tenants 16.9 15.1

Liabilities from bonus payments 12.6 10.6

Prepayments received 7.2 8.9

Liabilities from settlement  
payments to the State Capital  
of Dresden 3.9 3.9

Liabilities from basic /  
decorative repairs 3.6 3.6

Liabilities from construction 
management services not yet in-
voices 2.0 1.8
Tax liabilities 1.6 2.7

Liabilities from commissions 1.6 0.9

Liabilities to joint ventures 0.7 0.3

Liabilities from reorganization 
and restructuring 0.2 0.1

Other liabilities 16.2 12.0

Total current 126.1 122.8

Total 155.7 153.5
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Due to the adoption of IFRS 11 Joint Arrangements 
(see section E.4. “Other Financial Assets”) and thus the 
recognition of liabilities to joint ventures, the amount as 
of December 31, 2012, was increased by € 0.3 million to 
€ 153.5 million.

The WOBA companies and the State Capital of Dres-
den agreed to fully resolve all their disputes by mutual 
agreement that had been formally approved by the legal 
supervisory authority of Saxony on March 21, 2012. 
Under the conditions of this settlement agreement, the 
State Capital of Dresden receives nine annual installments 
in the amount of € 4.0 million each (€ 36.0 million in 
total) from 2012 through 2020. The discounted liability 
amounts to € 24.6 million (prior year: € 27.5 million), 
thereof € 3.9 million (prior year: € 3.9 million) current and 
€ 20.7 million (prior year: € 23.6 million) non-current.

The non-current liabilities from finance lease of € 4.2 mil-
lion (prior year: € 4.2 million) relate to finance leases con-
cerning hereditary building rights, for which GAGFAH 
GROUP is lessee.

The higher amount of trade payables compared to the
prior year represents a cut-off effect due to various small-
er obligations accrued shortly before the reporting date.

With the exception of liabilities from settlement pay-
ments to the State Capital of Dresden, jubilee commit-
ments, liabilities from finance lease and liabilities from 
reorganization, all items disclosed by GAGFAH GROUP 
as other liabilities, are non-interest-bearing. There is no 
interest rate risk.

Current other liabilities include liabilities arising from 
share-based payment transactions of € 4.9 million (prior 
year: € 0.0 million).
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F. Notes to the Consolidated 
Statement of  

Comprehensive Income

-----
1. �Income from the Leasing  

of Investment Property

Income from the leasing of investment property of GAGFAH 
GROUP breaks down as follows:

€ million

2013 2012

Rental income, fees 554.6 566.6

Allocations charged 274.1 258.1

Other 1.1 1.2

Total 829.8 825.9

Income from the leasing of investment property is mainly 
attributable to the leasing of apartments.

Rental income includes non-cash income from the amor-
tization of deferred liabilities of government-granted loans 
in the amount of € 4.0 million (prior year: € 7.1 million). 
The decrease compared to the prior year is a result of a 
comparatively smaller portfolio.

The increase in allocations charged, which leads to an 
increase of income from the leasing of investment prop-
erty overall, is mainly due to extraordinary high heating 
expenses in 2013.

The operating expenses arising from investment property 
that did not generate rental income during the financial year 
amounted to € 12.7 million (prior year: € 13.2 million).

Other income includes, inter alia, rent, interest and 
expense subsidies, which primarily relate to government 
allowances to allow lower rent to be charged for subsi-
dized housing.

The rental agreements for residential property concluded 
by GAGFAH GROUP have notice periods of three months. 
GAGFAH GROUP expects to achieve minimum leasing 
payments of approximately € 128.4 million within the 
first three months of 2014 (prior-year estimate for the first 
three months of the financial year 2013: € 127.9 million).

GAGFAH GROUP also concluded long-term rental agree-
ments for commercial property. Based on the rental agree-
ments for commercial property existing as of the respec-
tive balance sheet dates, the following minimum lease 
payments are expected to be due over the coming years:

€ million

≤ one year
> one year  

≤ five years > five years Total

12-31-2013 13.4 22.8 5.9 42.1

12-31-2012 13.8 26.5 9.2 49.5

The leases are unlimited with a legal period of notice or 
have notice periods between 3 and 15 months. For the 
unlimited contracts, the basis for the determination of the 
minimum lease payments was the legal period of notice.
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-----
2. �Operating Expenses for the  

Generation of Rental Income

Operating expenses for the generation of rental income break 
down as follows:

€ million

2013 2012

Real estate operating expenses 248.1 233.3

Repair and maintenance costs 78.0 81.8

Personnel expenses 63.7 59.6

Real estate tax 23.9 24.7

Administrative expenses 11.5 9.9

Bad debt allowances 8.0 7.4

External costs for real  
estate management 6.9 6.8

Amortization and depreciation  
on intangible assets and property, 
plant and equipment 1.6 2.1

Other expenses for real  
estate management 13.3 12.8

Total 455.0 438.4

The increase in operating expenses for the generation of rental 
income is largely attributable to an increase in real estate 
operating expenses, mainly due to extraordinary high heating 
expenses in the first months of 2013. Due to the fact that those 
expenses are chargeable to our tenants, the increase is mirrored 
in the line item “Allocations charged” in section F. 1. “Income 
from the Leasing of Investment Property”.

The slight decrease in repair and maintenance costs recognized 
in profit or loss is accompanied by a higher amount of capex of 
€ 26.3 million (prior year: € 4.1 million (see section E.2. “Invest-
ment Property”).

The increase in personnel expenses compared to the prior year 
results from a comparatively higher number of employees 
in the area of facility management services (see section H.4. 
“Number of Employees and Personnel Expenses”).

Administrative expenses are influenced by the higher number 
of employees in the facility management companies as well.

-----
3. �Result from the Fair Value  

Measurement of Investment Property

Changes in value from measurement of investment prop-
erty in the financial year amount to a positive net result of 
€ 5.4 million (prior year: a negative net result of € 13.4 mil-
lion). Thereof, a profit of € 6.4 million (prior year: a profit 
of € 2.1 million) relates to the regular DCF-valuation of 
investment property and an opposing loss of € 1.0 million 
(prior year: a loss of € 15.5 million) relates to the last-time 
fair value measurement of investment property before 
reclassification into assets held for sale.

-----
4. Result from Other Services

The result from other services breaks down as follows:

€ million

2013 2012

Revenues from third-party  
real estate management 4.5 4.8

External costs for third-party  
real estate management – 0.8 – 0.4

Personnel expenses – 3.4 – 3.4

Subtotal third-party  
real estate management 0.3 1.0

Revenues from other trade 10.0 11.5

External costs for other trade – 5.4 – 6.4

Personnel expenses – 3.9 – 3.8

Subtotal results  
from other trade 0.7 1.3

Total 1.0 2.3
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-----
5. Selling Expenses

Expenses that are directly related to the sales activities of 
GAGFAH GROUP are recorded under this item. They are 
primarily attributable to sales and advertising.

Selling expenses break down as follows:

€ million

2013 2012

External brokers 3.5 3.9

Personnel expenses 2.8 2.8

Marketing and selling  
prearrangements 1.2 0.7

Expenses and additions to 
provisions for sales cost in  
connection with HB Funds 1.0 0.4

General and administrative  
expenses 0.7 1.1

Clearing of encumbrances 0.4 0.6

Maintenance on vacant flats  
and sample flats 0.2 0.3

Other 2.2 3.8

Subtotal 12.0 13.6

Selling expenses due to property 
development business 0.1 0.2

Total 12.1 13.8

The overall decrease in selling expenses results from the 
lower volume of asset sales compared to the prior year.

-----
6. �General and Administrative Expenses

General and administrative expenses break down as follows:

€ million

2013 2012

Personnel expenses for  
administrative staff 15.7 16.6

IT costs 5.7 5.8

Consulting fees 2.1 1.8

Audit fees 1.4 1.8

Costs of office equipment,  
postage and telephone 1.0 1.4

Personnel-related costs 0.9 1.1

Insurances 0.8 1.1
Travel expenses, expenses for 
cars 0.8 0.8

Amortization and depreciation on 
intangible assets and fixed assets 0.6 0.5

Occupancy costs 0.5 0.8

Court and lawyers’ fees 0.3 0.4

Other 5.1 3.0

Total 34.9 35.1
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-----
7. Expenses for Share-based Remuneration

GAGFAH GROUP offers its employees both equity-
settled stock option plans (long-term incentive plans) 
and cash-settled stock option plans (phantom stocks). A 
description of the stock option plans can be found in the 
Accounting Policies, section C.15. “Share-based Remu-
neration”.

In the financial year 2013, expenses of € 7.0 million (prior 
year: € 1.2 million) were recognized in the Consolidated 
Statement of Comprehensive Income. This amount splits 
up as follows:

€ million

2013 2012

Equity-settled share-based  
remuneration 6.6 1.0

Cash-settled share-based  
remuneration 0.4 0.2

Total expenses 7.0 1.2

The equity-settled share-based remuneration (remunera-
tion of senior management and independent directors) of 
€ 6.6 million (prior year: € 1.0 million) led to a correspond-
ing increase of share premium. This increase of share pre-
mium was partially compensated by € 2.8 million from the 
cash-settlement of originally equity-settled stock options 
(not recognized in profit or loss). The prior-year increase 
of share premium of € 0.8 million was overcompensated 
by a decrease of € 1.3 million from the forfeiture and settle-
ment of stock options.

The cash-settled share-based remuneration totaling 
€ 0.4 million (prior year: € 0.2 million) led to an increase in 
the corresponding provisions.

As of December 31, 2013, the provision for cash-settled 
share-based payment amounted to € 0.5 million (prior 
year: € 0.3 million).

The following table illustrates the movements in share op-
tions during the financial year:

Number of stock options

2013 2012

Equity-settled 
stock option 

plans

Cash-settled 
stock option 

plans

Equity-settled 
stock option 

plans

Cash-settled 
stock option 

plans

Outstanding as of January 1 1,193,289 54,500 2,194,528 60,000

Granted during the financial year 2,100,000 43,500 0 26,500

Forfeited during the financial year 0 0 – 186,450 0

Exercised during the financial year 0 – 13,000 0 – 32,000

Settled during the financial year – 1,193,289 0 – 814,789 0

Outstanding as of December 31 2,100,000 85,000 1,193,289 54,500
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As in the prior year, no shares relating to our equity-settled 
stock option plans were issued.

186,450 originally equity-settled stock options (prior year: no 
stock options) were settled in cash to current members of the 
Senior Management.

1,006,839 originally equity-settled stock options and stock 
awards (prior year: 814,789 stock options) were settled in 
cash to former members of the Senior Management who 
retired in the respective financial year.

With the aforementioned settlements, all remaining claims 
from former long-term incentive plans and stock option 
plans were balanced out. The outstanding number of stock 
options as of December 31, 2013, only refers to the two 
new long-term incentive plans established in the financial 
year 2013.

As of the balance sheet date, there were no outstanding 
equity-settled stock options with contractually agreed 
exercise prices. The range of exercise prices for equity-
settled stock options outstanding at the end of the prior 
year was € 0.00 to € 6.36.

On the basis of our cash-settled stock option plan, 13,000 
(prior year: 32,000) options were exercised at a weighted 
average share price of € 9.33 (prior year: € 6.80).

On the balance sheet date, 300,000 stock awards (prior 
year: 852,450 stock options) were vested and exercisable.

-----
8. Other Operating Income

All income not directly allocable to the various catego-
ries of income according to the cost of sales method is 
disclosed under other operating income totaling € 8.8 mil-
lion (prior year: € 11.8 million). 

Other operating income breaks down as follows:

€ million

2013 2012

Reversal of provisions for sales 
cost in connection with HB 
Funds added in the prior year 1.4 2.7

Reversal of provisions for  
phased retirement 1.2 0.0

Reversal of provisions incon-
nection with WOBA lawsuits 0.4 1.7

Reversal of provisions for  
restitution objects 0.4 0.0

Reversal of provisions  
for litigation 0.4 0.3

Reversal of provisions  
for refinancing 0.3 0.0

Reversal of various other  
provisions 0.8 2.5

Subtotal reversal of provisions 4.9 7.2

Sale of cable network  
connections 0.7 0.3

Revaluation of  
non-current assets 0.4 0.3

Transferable leasehold land  
interest 0.2 0.3

Derecognition of liabilities 0.0 0.4

Other 2.1 2.6

Subtotal 8.3 11.1

Other operating income due to 
property development business 0.5 0.7

Total 8.8 11.8

The income from the sale of cable network connections re-
lates to the reversal of deferred income in connection with 
the sale of physical components of cable network connec-
tions in prior periods.

The remaining other operating income amounting to 
€ 2.1 million (prior year: € 2.6 million) comprises various 
smaller amounts.
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An amount of € 0.5 million (prior year: € 0.7 million) 
results from property development business. Thereof an 
amount of € 0.3 million (prior year: € 0.3 million) relates 
to the reversal of provisions.

-----
9. Other Operating Expenses

All expenses not directly allocable to the various catego-
ries of expenses according to the cost of sales method are 
disclosed under other operating expenses totaling € 7.1 mil-
lion (prior year: € 16.0 million).

These expenses break down as follows:

€ million

2013 2012

Consulting fees in connection 
with DRV settlement 0.7 0.0

Consulting fees in connection 
with capital increase 0.6 0.0

Consulting fees in connection 
with the examination of the  
corporate strategy for the  
WOBA subgroup 0.3 2.9

Amendment of an outsourcing 
contract for maintenance 0.0 1.7

Derecognition of goodwill 0.0 1.2

Addition to provision for restitu-
tion proceedings 0.0 1.0

Incidental costs 0.0 1.0

Donations 0.0 0.9

Consulting / audit fees in connec-
tion with portfolio optimization 0.1 0.4

Consulting fees in connection 
with Share Buy-back 0.0 0.1

Other 1.0 3.0

Subtotal 2.7 12.2

Other operating expenses due to 
property development business 4.4 3.8

Total 7.1 16.0

The consulting fees in connection with the DRV settle-
ment of € 0.7 million (prior year: € 0.0 million) mainly 
arose for legal advice by external consulting companies. 
For further information on the DRV (Deutsche Renten-
versicherung Bund; German statutory Pension Insurance 
Scheme) settlement, please refer to section H.3. “Con-
tingent Liabilities and Other Financial Obligations and 
Receivables”.

The consulting fees in connection with the examination 
of the corporate strategy for the WOBA subgroup of 
€ 0.3 million (prior year: € 2.9 million) mainly arose for 
pre-selling preparations, such as selling prospectus, in 
cooperation with external consulting companies.

The expenses from the amendment of an outsourcing 
contract for maintenance in the prior year concerned the 
renegotiation of an existing agreement with an outsourc-
ing partner regarding service volume and contract term in 
the financial year 2012. 

The derecognition of goodwill in the prior year was due 
to sales within the GAGFAH subgroup. We refer to section 
E.1. “Intangible Assets”.

The expenses in connection with portfolio optimization re-
sult from the assessment of a potential sale of subsidiaries.

An amount of € 4.4 million (prior year: € 3.8 million) 
results from the property development business. Thereof, 
€ 2.3 million (prior year: € 2.1 million) relate to prior-year 
expenses and additions to provisions concerning sold 
properties.

The remaining other operating expenses amounting to 
€ 1.0 million (prior year € 3.0 million) comprise various 
smaller amounts.
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-----
10. �Reorganization and  

Restructuring Expenses

Reorganization and restructuring expenses relate to our 
Group’s rationalization of costs and integration of process-
es as we continue to combine and optimize the operations 
of our Group companies and portfolios.

In 2013, total reorganization and restructuring expenses 
were € 7.2 million, compared to € 4.5 million in 2012. The 
overall increase is mainly due to the new reorganization 
program “GAGFAH 2015”.

In the course of the third quarter of 2013, GAGFAH 
initiated a change program coined “GAGFAH 2015”. The 
objective is to implement the best-in-class operating plat-
form and processes to help the Company recapture the 
leading role in the Germany residential industry. 

Essentially, the key targets of the change program are as 
follows:

--- Take 360-degree focus on our assets with asset, property 
and facility management teams working hand in hand

--- Focus on property management services and quality 
improvements by moving closer to our tenants and 
assets

--- Centralization of all standardized processes and efficiency 
improvements for the different core, support and service 
processes

The targeted organizational structure shall result in a 
much closer integration of asset management, property 
management and facility management.

Regarding the corresponding provisions, please refer to 
section E.13.2. “Other Provisions”.

The expenses break down as follows:

€ million

2013 2012

Reorganization Restructuring Total Reorganization Restructuring Total

Personnel-related expenses 3.5 0.0 3.5 1.6 0.1 1.7

Consulting fees 2.5 0.0 2.5 2.2 0.0 2.2

Non-personnel  
administrative costs 0.5 0.7 1.2 0.5 0.1 0.6

Total 6.5 0.7 7.2 4.3 0.2 4.5

Non-personnel administrative restructuring costs of 
€ 0.7 million in the financial year 2013 mainly include 
expenses relating to a revaluation of existing non-current 
restructuring provisions for rental guarantees and rental 
payments (prior-year revaluation expenses: € 0.1million).

The personnel-related reorganization expenses of € 3.5 mil-
lion in the financial year 2013 mainly consist of compensa-
tion payments of € 0.7 million and expenses for the new 
program GAGFAH 2015 amounting to € 2.7 million. Of the 
corresponding amount of € 1.6 million in the prior year, 
€ 0.9 million related to compensation payments, € 0.4 mil-
lion related to expenses for temporary work in connection 

with the optimization of processes and structures within 
the group and € 0.2 million related to additions to provi-
sions for prior reorganization measures.

The consulting fees amounting to € 2.5 mainly include 
expenses in connection with group reorganization measures 
in light of the refinancing process of GAGFAH subgroup of 
€ 1.8 million and € 0.3 consulting fees in connection with the 
new program GAGFAH 2015. The prior year consulting fees 
of € 2.2 million included expenses in connection with the 
optimization of processes and structures within the Group, 
thereof € 0.9 million relating to Group reorganization meas-
ures in light of the refinancing process of GAGFAH subgroup.
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Non-personnel-related administrative reorganization 
costs of € 0.5 million in the financial year 2013 mainly 
include scheduled depreciation in connection with prior 
reorganization measures amounting to € 0.3 million 
and € 0.2 million expenses in connection with the new 
program GAGFAH 2015. Non-personnel-related admin-
istrative reorganization costs of € 0.5 million in the prior 
year mainly included audit fees in connection with the 
Group reorganization measures in light of the refinancing 
process of GAGFAH subgroup and the accumulation of a 
liability in connection with the premature termination of 
an agreement with an external maintenance provider.

-----
11. Interest Expenses

Interest expenses break down as follows:

€ million

2013 2012

Interest expenses related to loans 198.1 222.0

Amortization of financial  
liabilities 8.6 19.3

(Net) Interest share of pension 
obligations 4.4 5.2

Guarantee facility 4.4 0.0

Amortization of EK02 liability 2.8 3.3

Finance lease interest 0.3 0.3

Prepayment fees 0.0 3.4

Revaluation of financial liabilities 0.0 – 6.5

Other interest expenses 2.0 2.3

Subtotal 220.6 249.3

Interest due to property 
 development business 0.0 0.2

Total 220.6 249.5

The total interest expenses related to loans of € 198.1mil-
lion (prior year: € 222.0 million) split up into expenses 
from loans granted by institutional lenders and commer-
cial mortgage-backed floating rate notes of € 169.3 million 
(prior year: € 178.8 million) and expenses from other 

loans of € 8.5 million (prior year: € 9.6 million). Another 
€ 17.2 million (prior year: € 33.2 million) relate to accrued 
interest of loans granted by institutional lenders and 
senior debts and € 3.1 million (prior year: € 0.4 million) 
to accrued interest of swaps. The overall decrease and the 
decrease of the accrued interest reflect the lower interest 
rates due to the new loans granted by institutional lenders 
of GAGFAH, NILEG and WOBA subgroups.

The decrease in interest expenses related to loans is partly 
compensated by expenses in connection with the margin
step-up in the former GAGFAH loan granted by institu-
tional lenders. These expenses were again compensated by 
an income of € 12.0 million due to the complete reversal 
of the remaining accrual in the course of the GAGFAH 
refinancing in June 2013 (line item “Amortization of 
financial liabilities”).

In connection with the DRV settlement (see section H.3. 
“Contingent Liabilities and Other Financial Obligations
and Receivables”), the bank guarantee has been prolon-
gated and the corresponding liability from commissions 
has
been recalculated. Due to the recalculation, expenses for 
guarantee facilities of € 4.4 million have been accrued.
Non-current other liabilities increased correspondingly.

The expenses in the prior year for prepayment fees of 
€ 3.4 million primarily related to the sale of investment 
property € 3.2 million and to repayments due to the fin-
ished demolition program € 0.2 million.

In the year 2012, in the course of transition of WfA-Bank 
into NRW.BANK, the procedure of determination of pos-
sible interest rate rises has been adjusted. In this con-
text, GAGFAH GROUP, in agreement with NRW.BANK, 
assessed its assumptions in the future development of 
interest and repayment concerning the affected loans. The 
updated assessment required a recalculation of the loans 
leading to a positive effect of € 6.5 million. In accordance 
with IAS 8.36 (f) in conjunction with IAS 39.AG 8, this 
positive effect was recorded immediately in current earn-
ings for the financial year 2012.
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-----
12. Refinancing Expenses

The increase of refinancing expenses from € 3.9 million 
in the prior year to € 67.9 million in 2013 results from the 
refinancing processes.

Refinancing expenses break down as follows: 

2013
€ million

GAGFAH WOBA NILEG ACQ 1
GAGFAH

HOLDING GBH Total
Compensation payments in 
connection with the early 
redemption of the former loans 14.1 8.9 19.2 1.4 0.0 0.0 43.6

Court and lawyers’ fees 7.9 0.4 2.7 0.7 0.7 0.2 12.6

Consulting fees 5.9 0.7 3.9 1.1 0.0 0.0 11.6

Other 0.0 0.0 0.0 0.1 0.0 0.0 0.1

Total 27.9 10.0 25.8 3.3 0.7 0.2 67.9

2012
€ million

GAGFAH WOBA NILEG ACQ 1
GAGFAH

HOLDING GBH Total
Compensation payments in 
connection with the early 
redemption of the former loans 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Court and lawyers’ fees 0.2 0.0 0.0 0.0 0.0 0.0 0.2

Consulting fees 3.2 0.0 0.0 0.0 0.2 0.2 3.6

Other 0.0 0.0 0.0 0.0 0.0 0.1 0.1

Total 3.4 0.0 0.0 0.0 0.2 0.3 3.9

An amount of € 0.7 million (prior year: € 0.0 million) re-
lates to the credit agreement of GAGFAH Holding and con-
cerns a loan basing on a credit agreement of June 19, 2013, 
that has already been repaid on the balance sheet date.

The prepayment fees relate to the early redemption of the 
former GAGFAH, WOBA, NILEG and GAGFAH Acquisi-
tion 1 GmbH loans that would have ended in the financial 
years 2013 and 2014.

For further information on the refinancing processes, 
please refer to section E.16.1. “Financial Liabilities”.
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-----
13. Income Taxes

Income taxes break down as follows:

€ million

2013 2012

Trade tax – 5.8 – 6.4

Corporate income tax – 1.8 – 3.7

Capital yields tax 0.0 – 1.1

Tax refunds (+) / payments (–) 
from / for prior years – 0.4 0.1

Deferred taxes –  
temporary differences – 69.0 – 49.4

Deferred taxes – 
loss carryforwards 31.2 17.4

Reversal of liabilities from  
income taxes 0.3 5.4

Total – 45.5 – 37.7

In 2013 as well as in 2012, no remarkable tax law changes 
took place. Nevertheless, in 2013, changes relating to the 
current German group taxation system (“Organschaft”) 
became effective. For the GAGFAH GROUP, especially 
changes relating to the profit and loss transfer agreement 
(PLTA) are relevant. PLTAs which do not fulfill the new re-
quirements would have to be amended to comply with the 
new rule by January 1, 2015. GAGFAH renewed all affected 
PLTAs in 2013.

Consolidated profit before taxes, multiplied with the tax 
rate for the Group of 32.0 % (prior year: 32.0 %) leads to 
anticipated income taxes of € – 15.6 million (prior year: 
€ – 27.4 million).

The following table reconciles this anticipation to effective 
income taxes:

€ million

2013 2012

Profit before taxes 48.8 85.4

Anticipated income taxes – 15.6 – 27.4
Income taxes not related to the 
period and other adjustments to 
current income taxes – 0.1 5.5

Tax-free income 0.5 0.6

Tax portion for non-deductible 
expenses – 3.5 – 13.2

Tax portion for non-deductible 
interest – 18.1 – 12.9

Permanent trade tax effects – 6.1 – 5.9

Effects of previously unrecog-
nized deferred taxes on loss  
carryforwards – 2.5 15.4

Corporate income tax dividend 
within profit and loss transfer 
agreement – 0.1 – 0.2

Other tax effects 0.0 1.5

Effective income taxes – 45.5 – 36.6

Capital yields tax 0.0 – 1.1

Income taxes – 45.5 – 37.7

As result of a tax audit, provisions for prior year’s income 
taxes could be released in 2012, the respective effect is 
shown as “Income taxes not related to the period”. The 
tax portion for non-deductible expenses mainly relates to 
non-deductible expenses in Luxembourg. The tax portion 
of non-deductible interest relates to the German interest 
barrier rule (Zinsschranke). The effects in particular of the 
addition of a quarter of the interest are disclosed under 
“Permanent trade tax effects”.

The Company qualifies as a securitization vehicle falling 
within the scope of the Luxembourg Law on Securitization 
of March 22, 2004. The Company is therefore fully liable for 
corporate income tax and municipal business tax. How-
ever, it is not subject to net worth tax (section 3 of the Net 
Worth Tax Law of October 16, 1934). Any commitments 
to investors (i. e. profit distributions) and commitments to 
other creditors of the Company are deductible and will not 
be subject to Luxembourg withholding tax.
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-----
14. �Result Attributable to  

Non-controlling Interests

A profit of € 3.5 million (prior year: profit of € 4.5 million) 
of net result relates to non-controlling interests.

The profit attributable to non-controlling interests 
splits up into a profit of € 0.4 million (prior year: a 
profit of € 0.9 million) relating to GAGFAH subgroup 
(thereof a loss of € 0.2 million (prior year: a loss of 
€ 0.0 million) concerning GERMAN RESIDENTIAL 
FUNDING 2013-1), a loss of € 0.1 million (prior year: a 
loss of € 0.0 million) relating to NILEG subgroup (GER-
MAN RESIDENTIAL FUNDING 2013-2) and a profit of 
€ 3.2 million (prior year: a profit of € 3.6 million) relat-
ing to WOBA subgroup.

-----
15. Earnings per Share

Basic earnings per share (EPS) amount to € 0.00 (prior 
year: € 0.22). They were calculated by dividing the net 
result for the year distributable to ordinary equity hold-
ers of the parent company (€ 0.2 million loss; prior year: 
€ 43.2 million profit) by the weighted average number of 

undiluted ordinary shares outstanding during the year 
(204,823,336; prior year: 199,238,654).

Diluted earnings per share amount to € 0.03 (prior year: 
€ 0.22). These were calculated by dividing the diluted net 
result for the year distributable to ordinary equity holders 
of the parent company (€ 6.4 million profit; prior year: 
€ 44.2 million profit) by the weighted average number 
of diluted ordinary shares outstanding during the year 
(207,271,662; prior year: 200,861,394). The diluted net 
result is calculated as the net loss of € 0.2 million (prior 
year: net profit of € 43.2 million), adjusted by expenses for 
equity-settled share-based remuneration of € 6.6 million 
(prior year: € 1.0 million).

The weighted average number of ordinary shares out-
standing is defined as the number of ordinary shares out-
standing at the beginning of the period, adjusted by the 
number of ordinary shares bought back or issued during 
the period multiplied by a time-weighted factor.

The following table shows the income and share data used 
in the basic and diluted EPS computations:

€ million

12-31-2013 12-31-2012

Net result
(€ million)

Weighted  
average number 

of shares
EPS
(€)

Net result
(€ million)

Weighted  
average number 

of shares
EPS
(€)

Undiluted – 0.2 204,823,336 0.00 43.2 199,238,654 0.22

Diluted 6.4 207,271,662 0.03 44.2 200,861,394 0.22

Dilutive instruments exclusively comprise stock awards 
and stock options in connection with share-based remu-
neration. For details please refer to section F.7. “Expenses 
for Share-based Remuneration”.

On the balance sheet date, 300,000 stock awards (prior 
year: 852,450 stock options) were vested and exercisable. 

The vesting schedule as of December 31, 2013, is:
--- in 2014:	 300,000
--- in 2015:	 360,000

--- in 2016:	 390,000
--- in 2017:	 450,000
--- in 2018:	 300,000

The vesting schedule as of December 31, 2012, was:
--- in 2013:	 340,839

The weighted average remaining contractual life for the 
share options outstanding as of December 31, 2013, is 
2.30 years (prior year: 0.98 years).
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-- G. Notes to the Consolidated Statement of Cash Flows --

G. Notes to the Consolidated  
Statement of Cash Flows

The Consolidated Statement of Cash Flows provides 
additional information on liquidity as part of GAGFAH 
GROUP’s Consolidated Financial Statements and thus 
serves to present the Group’s financial position. The 
Consolidated Statement of Cash Flows shows how cash 
and cash equivalents changed at GAGFAH GROUP over 
the course of the financial year. Cash flows are explained 
in accordance with IAS 7 and are split up into inflows 
and outflows of funds from operating activities, investing 
activities and financing activities.

The line item “Other non-cash expenses / income” 
contains expenses of € 4.8 million (prior year (adjusted): 
€ 24.8 million) and mainly includes non-cash interest ex-
penses and non-cash expenses for share-based remunera-
tion. We refer to section F.11. “Interest Expenses”.

The change in receivables and other assets of € – 8.1 mil-
lion (prior year (adjusted): € 23.9 million) results from var-
ious items. In the financial year 2012, the result had been 
mainly influenced by incoming payments of € 21.4 million 
from the sale of the subsidiaries GAGFAH Acquisition 3 
GmbH and GAGFAH Pegasus GmbH in 2011.

The change in provisions, pension provisions and 
deferred liabilities of government-granted loans splits 
up into a change in deferred liabilities of government-
granted loans of € – 4.0 million (prior year: € – 7.1 million) 
and a change in provisions and pension provisions of 
€ – 3.4 million (prior year: € – 25.9 million). 

The cash received from the sale of investment property 
and assets held for sale of € 130.1 million (prior year: 
€ 215.4 million) is calculated as the aggregate of income 
from the sale of investment property and assets held for 
sale of € 144.1 million (prior year: € 213.1 million) and the 
cash-relevant changes in the corresponding receivables 

of € – 14.1 million (prior year: € 2.3 million) and prepay-
ments received of € 0.1 million (prior year: € 0.0 million).

In addition to the cash paid for the modernization of 
investment property representing increases in operating 
capacity and shown as a separate line in the Consolidated 
Statement of Cash Flows in the amount of € 26.3 million 
(prior year: € 4.1 million), the Group had expenses in 
connection with the maintenance of operating capacity 
of € 78.0 million (prior year: € 81.8 million). We also refer 
to section F.2. “Operating Expenses for the Generation of 
Rental Income”.

The amount of cash received from raising financial liabili-
ties of € 4,130.8 million (prior year: € 141.2 million) main-
ly relates to the refinancing of subgroup loans granted 
by institutional lenders of € 1,998.1 million (GAGFAH), 
€ 1,077.5 million (WOBA), € 791.4 million (NILEG) 
and € 144.6 million (GAGFAH Acquisition 1 GmbH), 
respectively. Overall, loans amounting to € 4,414.9 mil-
lion were repaid in 2013 (prior year: € 352.4 million, 
thereof € 2,037.3 million relating to the refinancing of the 
GAGFAH subgroup loan granted by institutional lend-
ers, € 1,037.3 million relating to the refinancing of the 
WOBA subgroup loan granted by institutional lenders, 
€ 976.2 million relating to the refinancing of the NILEG 
subgroup loan granted by institutional lenders and 
€ 146.7 million relating to GAGFAH Acquisition 1 GmbH 
loan granted by institutional lenders). We refer to section 
E.16.1. “Financial Liabilities”.

As of the balance sheet date and the reference date of the 
previous year, there were no undrawn credit facilities.
Cash and Cash Equivalents Cash flows only contain cash 
and cash equivalents with terms of up to three months in 
accordance with IAS 7.7. Bank balances and cash on hand 
comprise all cash and cash equivalents disclosed in the 
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Consolidated Statement of Financial Position and break 
down as follows:

€ million

12-31-2013 12-31-2012 
(adjusted)

Cash on hand 0.1 0.1

Bank balances 39.4 71.0

Restricted cash 62.4 104.8

Bank balances and cash on hand 101.9 175.9

Due to the adoption of IFRS 11 Joint Arrangements (see 
section E.4. “Other Financial Assets”) and thus the derecog-
nition of bank balances relating to the four joint ventures, 
the amount as of December 31, 2012, was reduced by 
€ 0.1 million from € 176.0 million to € 175.9 million.

Restricted cash breaks down as follows:

12-31-2013
€ million

GAGFAH 
subgroup

GBH  
subgroup Other Total

From asset sales 4.1 2.2 2.6 8.9

thereof for either repayment or reinvest 4.1 0.0 2.6 6.7

thereof for a specific purpose 1, 2 0.0 2.2 0.0 2.2

From regular business 2, 3 0.0 1.0 0.0 1.0

Initial amount in accordance with credit agreement 2 20.0 2.8 0.0 22.8

Restrictions under company law 5.35 0.0 2.56 7.8

Accrued interests 4 5.5 1.9 11.5 18.9

Other 1.7 0.1 1.2 3.0

Total 36.6  8.0 17.8  62.4

1 Proceeds from property sales after deducting sales costs as far as they exceed the proportionate amount of the loan thereon.
2 According to the existing loan agreements, certain contractually defined cash amounts have to be accumulated on separate accounts which are pledged in favor of the lenders.
3 Monthly cash surplus from regular business after deducting all costs.
4 Interests on financial liabilities due but not yet payable.
5 Thereof HB Funds balances of € 4.9 million.
6 Thereof 12. CR Immobilien-Vermietungsgesellschaft mbH & Co. SÜDOST WOBA Striesen KG of € 2.2 million.
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12-31-2012
€ million

GAGFAH 
subgroup

GBH  
subgroup Other Total

From asset sales 21.9 3.3 4.2 29.4

thereof for either repayment or reinvest 10.9 0.0 4.2 15.1

thereof for a specific purpose 1, 2 11.0 3.3 0.0 14.3

From regular business 2, 3 7.1 0.9 0.0 8.0

Initial amount in accordance with credit agreement 2 21.3 7.1 0.0 28.4

Restrictions under company law 6.75 0.0 2.36 9.0

Accrued interests4 8.0 2.1 16.5 26.6

Other 1.9 0.1 1.4 3.4

Total 66.9 13.5 24.4 104.8

1 Proceeds from property sales after deducting sales costs as far as they exceed the proportionate amount of the loan thereon.
2 According to the existing loan agreements, certain contractually defined cash amounts have to be accumulated on separate accounts which are pledged in favor of the lenders.
3 Monthly cash surplus from regular business after deducting all costs.
4 Interests on financial liabilities due but not yet payable.
5 Thereof HB Funds balances of € 6.4 million.
6 Thereof 12. CR Immobilien-Vermietungsgesellschaft mbH & Co. SÜDOST WOBA Striesen KG of € 2.0 million.

A further amount of € 18.9 million (prior year: € 26.6 mil-
lion) corresponds to the interests and scheduled amor-
tizations on loans granted by institutional lenders due 
but not yet payable until the end of the reporting period. 
Also included is an amount of € 2.8 million (prior year: 
€ 7.1 million) as deposited for the financing of capex tasks 
for properties of GBH Acquisition GmbH.

Due to the successful refinancing GAGFAH subgroup has 
no further obligation (prior year: € 7.1 million) to pledge 
amounts from its regular business.

Out of the total restricted cash from asset sales of 
€ 8.9 million (prior year: € 15.1 million), € 8.7 million 
(prior year: € 11.4 million) will be used for the repayment 
of loans granted by institutional lenders.

In the GAGFAH GmbH € 20.0 million (prior year: 
€ 0.0 million) are pledged for guarantee facilities. The ini-
tial amount includes an additional collateral of € 50.0 mil-
lion (prior year: € 0.0 million) which had to be pledged for 
extending the bank guarantee assuring restrictions from 
the 2004 purchase agreement with Federal Insurance Of-
fice for Salaried Employees (Bundesversicherungsanstalt 
für Angestellte) as the legal predecessor of the German 
Statutory Pension Insurance Scheme (Deutsche Renten-
versicherung Bund, “DRV”) (please refer to section H. 3. 
“Contingent Liabilities and other financial obligations 
and receivables”). The pledge agreement concerning the 
additional collateral of € 50.0 million has been reduced to 
€ 20.0 million on October 11, 2013, partially against the 
granting of several land charges.
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H. Other Notes
-----
1. �Additional Disclosures on  

Financial Instruments

The following table shows carrying amounts and fair 
values of all financial instruments included in the
Consolidated Financial Statements:

€ million

Category in 
accordance with 

IAS 391
Carrying amount

12-31-2013 Amortized cost

Fair value
recognized in 
profit or loss

Fair value
recognized in 

equity
Fair Value

12-31-2013

Assets      

Bank balances and cash on hand LaR 101.9 101.9 0.0 0.0 101.9

Investments AfS 0.9 0.9 0.0 0.0 0.9

Receivables from sales of land 
and buildings LaR 32.5 32.5 0.0 0.0 32.5

Rent receivables LaR 7.6 7.6 0.0 0.0 7.6

Derivative financial assets 
measured at fair value aFVtOCI2 9.2 0.0 0.0 9.2 9.2

Other LaR 26.6 26.6 0.0 0.0 26.6

Liabilities  

Commercial mortgage-backed 
floating rate note FLAC – 2,695.1 – 2,695.1 0.0 0.0 – 2,902.2

Loans granted by institutional 
lenders FLAC – 1,862.8 – 1,862.8 0.0 0.0 – 1,860.7

Government annuity loans FLAC – 221.4 – 221.4 0.0 0.0 – 266.1

Privately financed annuity loans FLAC – 81.3 – 81.3 0.0 0.0 – 86.9

Financial liabilities of the funds FLAC – 6.0 – 6.0 0.0 0.0 – 6.0

Derivative financial liabilities 
measured at fair value aFVtpl – 2.3 0.0 – 2.3 0.0 – 2.3

Derivative financial liabilities 
measured at fair value aFVtOCI2 – 1.3 0.0 0.0 – 1.3 – 1.3

Other financial liabilities FLAC – 4.1 – 4.1 0.0 0.0 – 4.1

Trade payables FLAC – 37.2 – 37.2 0.0 0.0 – 37.2

Liabilities to tenants FLAC – 16.9 – 16.9 0.0 0.0 – 16.9

Liabilities from operating  
expenses not yet invoiced FLAC – 22.4 – 22.4 0.0 0.0 – 22.4

Other FLAC – 42.4 – 42.4 0.0 0.0 – 42.4

1 LaR: Loans granted and Receivables 
	 AfS: Available-for-Sale Financial Assets
	 aFVtpl: At Fair Value through profit or loss
	FL AC: Financial Liabilities measured at Amortized Cost

2 Modified category in accordance with IFRS 7.8
	 aFVtOCI: at Fair Value through OCI
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€ million

Category in 
accordance with 

IAS 391
Carrying amount

12-31-2012 Amortized cost

Fair value
recognized in 
profit or loss

Fair value
recognized in 

equity
Fair Value

12-31-2012

Assets (adjusted)

Bank balances and cash on hand LaR 175.9 175.9 0.0 0.0 175.9

Investments AfS 0.9 0.9 0.0 0.0 0.9

Receivables from sales of land 
and buildings LaR 20.2 20.2 0.0 0.0 20.2

Rent receivables LaR 7.5 7.5 0.0 0.0 7.5

Derivative financial assets 
measured at fair value aFVtOCI2 0.0 0.0 0.0 0.0 0.0

Other LaR 26.9 26.9 0.0 0.0 26.9

Liabilities

Commercial mortgage-backed 
floating rate note FLAC 0.0 0.0 0.0 0.0 0.0

Loans granted by institutional 
lenders FLAC – 4,886.4 – 4,886.4 0.0 0.0 –5,017.9

Government annuity loans FLAC – 245.1 – 245.1 0.0 0.0 – 276.1

Privately financed annuity loans FLAC – 82.4 – 82.4 0.0 0.0 – 75.8

Financial liabilities of the funds FLAC – 6.8 – 6.8 0.0 0.0 – 6.8

Derivative financial liabilities 
measured at fair value aFVtpl – 3.8 0.0 – 3.8 0.0 – 3.8

Derivative financial liabilities 
measured at fair value aFVtOCI2 – 1.1 0.0 0.0 – 1.1 – 1.1

Other financial liabilities FLAC – 5.6 – 5.6 0.0 0.0 – 5.6

Trade payables FLAC – 32.6 – 32.6 0.0 0.0 – 32.6

Liabilities to tenants FLAC – 15.1 – 15.1 0.0 0.0 – 15.1

Liabilities from operating  
expenses not yet invoiced FLAC – 30.3 – 30.3 0.0 0.0 30.3

Other  FLAC – 41.7 – 41.7 0.0 0.0 – 41.7

1 LaR: Loans granted and Receivables 
	 AfS: Available-for-Sale Financial Assets
	 AFVtpl: At Fair Value through profit or loss
	FL AC: Financial Liabilities measured at Amortized Cost

2 Modified category in accordance with IFRS 7.8
	 aFVtOCI: at Fair Value through OCI
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Financial assets from the category “Loans granted and 
Receivables (LaR)” have short-term maturities. For this 
reason, their carrying amounts approximate their fair 
values. Trade payables are completely current.

Bank balances and cash on hand, receivables and other 
liabilities are predominantly short term. Therefore, their 
carrying amounts (book values) correspond approxi-
mately to their fair values.

Due to the adoption of IFRS 11 Joint Arrangements 
(see section E.4. “Other financial Assets”) and thus 
the derecognition of bank balances relating to the 
four joint ventures, the amount of bank balances as of 
December 31, 2012, was reduced by € 0.1 million from 
€ 176.0 million to € 175.9 million.

IFRS 13 requires that the classification of financial 
instruments at fair value be determined by reference to 
the source of inputs used to derive the fair value. This 
classification uses the following three-level hierarchy:

--- 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 in-
puts).

In the Group’s Consolidated Financial Statements, deriva-
tives are the only financial instruments measured at fair 
value as shown in Table 1. These derivatives themselves 
are not actively traded, but were valued by using a model 
with inputs that are directly or indirectly observable 
market data (Level 2). For further details, please refer to 
section H.2. “Financial Risk Management”, subsection 
“Interest Rate Risk”.

Financial liabilities are not measured at fair value in the 
Consolidated Statement of Financial Position, but the fair 
value is disclosed in the table above. These liabilities are 
also valued by using a model with inputs that are directly 
or indirectly observable market data (Level 2).
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The net results per measurement category break down as 
follows:

€ million

From subsequent measurement

From interest At fair value

Impairment / 
Reversal of 

impairment
From 

derecognition
Net result 

12-31-2013

Loans granted and Receivables (LaR) 0.8 0.0 – 12.0 0.4 – 10.8

Financial Assets / Liabilities at fair value through 
profit or loss (AFVtpl) – 12.7 1.5 0.0 0.0 – 11.2

Financial Liabilities measured at  
Amortized Cost (FLAC) – 268.5 0.0 0.0 0.0 – 268.5

€ million

From subsequent measurement

From interest At fair value

Impairment / 
Reversal of 

impairment
From 

derecognition
Net result 

12-31-2012

Loans granted and Receivables (LaR) 1.7 0.0 – 7.2 0.5 – 5.0

Financial Assets / Liabilities at fair value through 
profit or loss (AFVtpl) – 4.4 2.1 0.0 0.0 – 2.3

Financial Liabilities measured at  
Amortized Cost (FLAC) – 240.6 0.0 0.0 0.0 – 240.6
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The following table shows the development of the Group’s 
valuation allowances during the financial year and the 
prior year:

€ million

12-31-
2011 

Utili
zation Reversals Additions

Changes 
due to 

the sale 
of sub-

sidiaries
12-31-

2012 
Utili

zation Reversals Additions

Changes 
due to 

the sale 
of sub-

sidiaries
12-31-

2013 

Receivables from sales  
of land and buildings – 0.3 0.0 0.0 0.0 0.0 – 0.3 0.0 0.0 – 0.1 0.0 – 0.4

Rent receivables – 19.3 4.9 3.5 – 3.5 0.0 – 14.4 9.0 5.5 – 11.8 0.0 – 11.7

Claims for  
reimbursement – 0.5 0.4 0.1 0.0 0.0  0.0 0.0 0.0 0.0 0.0 0.0

Insurance claims – 1.2 0.0 0.9 – 0.9 0.0 – 1.2 0.0 0.8 – 0.6 0.0 – 1.0

Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 – 0.8 0.0 – 0.8

Total – 21.3 5.3 4.5 – 4.4 0.0 – 15.9 9.0 6.3 – 13.3 0.0 – 13.9

CRITERIA FOR THE EVALUATION / IDENTIFICATION OF THE NEED 
FOR BAD DEBT ALLOWANCES
Receivables from sales of land and buildings Receiva-
bles from sales of land and buildings are recorded on 
their due date. This is applicable in the case of an exist-
ing deposit in a notary trust account as at the date of 
conveyance of title. Subsequent to unsuccessful dunning 
procedure, the recoverability of overdue receivables is de-
termined by the operating department (sales department, 
development department) as well as the need for and 
amount of a valuation allowance, which is then realized.

Rent receivables Rent receivables are carried at amor-
tized costs. They need to be impaired if a full payment 
receipt from the claim can no longer be expected.

The dunning procedure includes reminders, demand for 
payment by legal counsel and ultimately the court order. 
Subsequent to unsuccessful dunning procedure, rent 
receivables are subject to bad debt allowance.

The impairment of rent receivables is made by way of 
generalized practices. Based on the experiences in the 
past, overdue rent receivables from ongoing contracts are 
impaired by 40 %, and rent receivables from terminated 
contracts are impaired by 90 %.

Trade receivables, receivables from third-party real 
estate management and claims for reimbursement 
Trade receivables, receivables from third-party real estate 
management and claims for reimbursement are recorded 
on their due date. Subsequent to unsuccessful dunning 
procedure, the recoverability of overdue receivables is 
determined by the operating department as well as the 
need for, and amount of, a valuation allowance, which 
is then realized. Receivables from third-party real estate 
management overdue for more than one year are reduced 
by a 100 % valuation allowance.

Insurance claims Insurance claims are carried at amor-
tized costs. If the full payment can no longer be expected, 
an allowance is recorded.
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The following table shows the age structure of assets:

12-31-2013
€ million

Of which: Past due on the  
reporting date in the following periods

Carrying amount

Of which: Neither 
impaired nor past 

due on the 
reporting date 0 – 90 days 91 – 180 days 181 – 360 days > 360 days

Assets   

Receivables from sales of land 
and buildings 32.9 29.1 2.7 0.0 0.0 0.7

Rent receivables 7.7 0.0 7.7 0.0 0.0 0.0

Receivables from other trade 1.0 0.3 0.7 0.0 0.0 0.0

Receivables from third-party 
real estate and construction 
management 0.0 0.0 0.0 0.0 0.0 0.0

Claims for reimbursement 0.1 0.1 0.0 0.0 0.0 0.0

Insurance claims 7.0 6.0 0.0 0.0 0.0 0.0

Other 17.6 16.4 0.4 0.0 0.0 0.0

12-31-2012
€ million

Of which: Past due on the  
reporting date in the following periods

Carrying amount

Of which: Neither 
impaired nor past 

due on the 
reporting date 0 – 90 days 91 – 180 days 181 – 360 days > 360 days

Assets   

Receivables from sales of land 
and buildings 20.2 19.0 0.5 0.0 0.0 0.4

Rent receivables 7.5 0.2 7.3 0.0 0.0 0.0

Receivables from other trade 1.9 0.5 1.4 0.0 0.0 0.0

Receivables from third-party 
real estate and construction 
management 0.1 0.1 0.0 0.0 0.0 0.0

Claims for reimbursement 4.4 4.4 0.0 0.0 0.0 0.0

Insurance claims 5.1 3.8 0.0 0.0 0.0 0.0

Other 16.5 16.1 0.3 0.0 0.0 0.0
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Regarding the financial assets that are neither impaired 
nor in delay of payment, there were no indications as of 
the balance sheet date that the debtors will not discharge 
all payment obligations. 

The following table shows the expenses for full write-
off of receivables and the corresponding income from 
recoveries on receivables written off per financial asset:

€ million

Expenses for full write-off 
of receivables

Income from recoveries on 
receivables written off

12-31-2013 12-31-2012 12-31-2013 12-31-2012

Rent receivables – 10.8 – 12.3 0.0 0.0

Receivables from other trade – 0.4 – 0.1 0.0 0.0

Other – 2.7 – 0.2 0.4 0.5

The line item “Other” mainly includes the expenses for full 
write-off in connection with the sale of HB Funds with an 
amount of € 1.4 million. Further € 1.0 million had been 
written off in connection with a residual claim in connec-
tion with the reimbursement of expenses for preparation 
of land for construction.

In 2013, no financial assets were transferred in such a way 
that GAGFAH GROUP has retained substantially all the 
risks and rewards of ownership of the transferred assets.
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-----
2. Financial Risk Management

FINANCIAL RISK MANAGEMENT SYSTEM The risk manage-
ment system of the GAGFAH GROUP consists of the 
following elements:

--- internal monitoring system
--- early warning system
--- controlling system

The internal monitoring system consists of supervisory 
measures which are either part of processes (organi-
zational safeguards, controls) or independent security 
measures mainly monitored by the internal audit depart-
ment based on a risk-oriented audit plan. One further 
basic task of the internal audit department is also the su-
pervision of the risk management system. Organization-
al safeguards are designed to ensure a set security level 
and are generally part of an ongoing, automatic process, 
including the prevention of failures in the operational 
and organizational structure (such as separation of func-
tion and GAGFAH GROUP directives). 

The early warning system is the entirety of all activities 
relating to risk identification and risk control. The early 
warning system is based on the internal early warn-
ing directive that has been defined and communicated 
by the GAGFAH GROUP Management and which is 
mandatory for all employees. This directive lays out the 
basic principles of an early warning system, defining the 
parameters for assessing and controlling qualitative and 
quantitative risks. It furthermore defines potential risk 
categories as well as the responsibilities. 

The quarterly reporting structure is based on the inter-
nal early warning directive. The risk owners report their 
risks to the risk coordinator who compiles all such infor-
mation in a risk report. This risk report is presented to 

the GAGFAH GROUP Management on a quarterly basis. 
In addition to an overview of quantitative and qualita-
tive risks of the departments / regions, the risk report 
also includes descriptions of the measures to be taken.

As defined by the internal early warning directive, the 
monitoring of risks and the related countermeasures 
have to be followed up by the respective risk owners, in 
some circumstances in coordination with the CEO. 

Irrespective of the quarterly reporting, there is also 
an ad hoc reporting system to the extent necessary as 
described in the early warning directive. In case of ad 
hoc reporting, the risk owners report informally and 
immediately. 

A controlling system has been established and implement-
ed for the delivery of all target figures, monitoring and 
possible countermeasures and also to serve as an indicator 
for entrepreneurial variances by target / actual analyses. 
The controlling system is positioned in the controlling 
department, which prepares a monthly controlling report 
for the GAGFAH GROUP Management. This controlling 
system ensures proactive control of financial risks.

The early warning system and the monthly controlling 
report ensure that the measures are coordinated and 
adjusted to the current business environment as well as 
to the processes and functions.

The Group’s significant financial risks are interest-rate-
based cash flow risks, liquidity risks and credit risks. 
The Group is not exposed to any currency risks. The risk 
management procedures applied to the key categories 
of financial risk of the GAGFAH GROUP entities are 
described below.
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INTEREST RATE RISK Interest rate risks include the risk that 
future expected cash flows from a financial instrument 
could fluctuate due to changes in the market interest rate. 

In particular, GAGFAH GROUP faces the risk of interest 
rate fluctuations in the area of financing. It is Company 
policy to mitigate these risks by using financial deriva-
tives. Derivatives are used to manage interest rate risks 
and serve hedging purposes. 

All hedging measures are coordinated and carried out 
centrally by the Group’s Corporate Finance Department.

Management receives regular reports on interest rate risk 
factors for GAGFAH GROUP.

The strategies pursued by the Company allow the use 
of derivatives if there are underlying assets or liabilities, 
contractual claims or obligations or planned operating 
transactions.

The current situation shows that the main portion of 
loans granted by institutional lenders has no interest 
risk due to the existing interest rate swaps. A further 
portion of the loans granted by institutional lenders is 
hedged by interest rate caps. However, an analysis of the 
current operating results shows that a variation of the 
interest yield curve has an impact on the interest result.

The floating interest rate is based on the 3M EURIBOR 
which was in average 0.2420 % in Q4 2013. This low 
level of interest rate implies no material risk potential 
for further decrease. If market interest rates were 100 
basis points higher by the next reporting date, the result 
would be € 100.6 million higher.

The increase of € 100.6 million in income results from 
valuation gains of € 104.4 million on interest rate deriva-
tives and higher interest expenses of € 3.8 million related 
to variable-interest financial liabilities.

The total effect of € 100.6 million would split up into a 
positive effect of € 103.8 million from interest rate swaps 
that would have to be recognized in other comprehen-
sive income and a negative effect of € 3.2 million that 
would have to be recognized in profit or loss (thereof 
€ 3.8 million resulting from variable-interest financial 
liabilities, partly compensated by € 0.6 million from 
interest rate swaps).

Hedging Policies and Financial Derivatives The main 
financial instruments used by the Group – apart from 
derivative financial instruments – comprise bank loans, 
overdrafts, cash and short-term deposits. The primary 
purpose of these financial instruments is to finance the 
Group’s continuing operations. In addition, there are 
other financial assets and liabilities such as trade re-
ceivables and trade payables that directly arise from the 
Group’s operations.

The Group applies derivative financial instruments 
(interest rate swaps and caps) to manage interest rate 
risks resulting from the Group’s operating business and 
financing.

Interest rate swaps and caps are accounted for at fair 
value and disclosed on the assets side under the items 
“Other financial assets” (non-current / current) or on the 
liabilities side under the item “Financial liabilities” (non-
current / current).
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At the inception of a hedge relationship, the Group for-
mally designates and documents the hedge relationship 
to which the Group wishes to apply hedge accounting 
and the risk management objective and strategy for un-
dertaking the hedge. The documentation includes iden-
tification of the hedging instrument, the hedged item 
or transaction, the nature of the risk being hedged and 
how the entity will assess the effectiveness of changes 
in the hedging instrument’s fair value in offsetting the 
exposure to changes in the hedged item’s fair value or 
cash flows attributable to the hedged risk. Such hedges 
are expected to be highly effective in achieving offsetting 
changes in fair value or cash flows and are assessed on 
an ongoing basis to determine that they actually have 
been highly effective throughout the financial reporting 
periods for which they were designated.

The effective portion of the gain or loss on the hedging 
instrument is recognized in equity (other comprehen-
sive income) as “unrealized gains / losses from derivative 
financial instruments”, while any ineffective portion is 
recognized immediately in the income statement in the 
line item “Result from the fair value measurement of 
derivatives”.

On December 31, 2013, the derivative financial instru-
ments used by the Group were interest rate swaps and 
caps in order to hedge future cash flows from variable-
rate loans. Interest rate swap contracts enable the 
Group to exchange the difference between the fixed and 
floating rate interest amounts calculated on the agreed 
notional amounts.
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Swap agreements

(in € million)

Subsidiary / portfolio Hedging strategy Fixed rate Reference rate Starting date Maturity
Initial  

nominal value

Outstanding nominal value Fair value1

Deviation  
recognized in 
profit or loss 

Deviation  
recognized in OCI12-31-2013 12-31-2012 Deviation 12-31-2013 12-31-2012 Deviation

Schweizer Viertel Grundstücks GmbH Variable into fixed 4.250 % 3M EURIBOR 19-Sep-2008 31-Aug-2015  37.2    37.2    37.2   0.0 – 2.3   – 3.8    1.5    1.5   0.0

GBH Acquisition GmbH Variable into fixed 0.958 % 3M EURIBOR 20-Apr-2012 21-Apr-2014  175.0    175.0    175.0   0.0 – 0.8   – 1.0    0.2   0.0  0.2   

GERMAN RESIDENTIAL FUNDING 2013-1 LIMITED Fixed into variable 1.058 % 3M EURIBOR 20-Jun-2013 27-Aug-2018  1,898.2    1,892.5   0.0       1,892.5    9.0   0.0       9.0   0.0       9.0   

GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED (A1) Fixed into variable 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  588.2    588.2   0.0       588.2    0.2   0.0       0.2   0.0  0.2   

GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED (A2) 2 Fixed into variable 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  76.5    76.5   0.0  76.5   0.0 0.0 0.0 0.0 0.0

GAGFAH Holding GmbH 2 Variable into fixed 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  76.5    76.5   0.0  76.5   0.0 0.0 0.0 0.0 0.0

GAGFAH Acquisition 1 GmbH Variable into fixed 0.684 % 3M EURIBOR 14-Nov-2013 14-Oct-2016  76.2    76.2   0.0  76.2   0.0 0.0 0.0 0.0 0.0

OWG Asset GmbH & Co. KG Variable into fixed 1.925 % 3M EURIBOR 21-Oct-2014 21-Oct-2020  81.1   0.0      0.0 0.0 – 0.5   0.0 – 0.5   0.0 – 0.5   

Total  3,008.9    2,922.1    212.2    2,709.9    5.6   – 4.8    10.4    1.5    8.9   

Cap agreements

(in € million)

Subsidiary / portfolio Hedging strategy Caprate Reference rate Starting date Maturity
Initial  

nominal value

Outstanding nominal value Fair value1

Deviation  
recognized in 
profit or loss 

Deviation  
recognized in OCI12-31-2013 12-31-2012 Deviation 12-31-2013 12-31-2012 Deviation

GBH Acquisition GmbH Variable into fixed 1.500 % 3M EURIBOR 20-Apr-2012 20-Apr-2014  91.5    31.5    71.5   – 40.0   0.0 0.0 0.0 0.0 0.0

GAGFAH Acquisition 1 GmbH Variable into fixed 3.250 % 3M EURIBOR 14-Nov-2013 14-Oct-2016  80.0    60.2   0.0  60.2   0.0 0.0 0.0 0.0 0.0

OWG Asset GmbH & Co. KG Variable into fixed 1.800 % 3M EURIBOR 21-Oct-2103 21-Oct-2014  81.9    81.9   0.0  81.9   0.0 0.0 0.0 0.0 0.0

Total  253.4    173.6    71.5    102.1   0.0 0.0 0.0 0.0 0.0

1 Positive amounts are recognized in the line item “Other financial assets” and negative amounts are recognized in the line item “Financial liabilities” respectively.

2 �These two swaps have the same conditions but the respective hedging strategies move in opposite directions. The swaps and any related effects are therefore  
offset against each other on Group level.												          

The following tables detail the terms of our interest rate 
swap and cap agreements outstanding at the end of the 
reporting period:
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Swap agreements

(in € million)

Subsidiary / portfolio Hedging strategy Fixed rate Reference rate Starting date Maturity
Initial  

nominal value

Outstanding nominal value Fair value1

Deviation  
recognized in 
profit or loss 

Deviation  
recognized in OCI12-31-2013 12-31-2012 Deviation 12-31-2013 12-31-2012 Deviation

Schweizer Viertel Grundstücks GmbH Variable into fixed 4.250 % 3M EURIBOR 19-Sep-2008 31-Aug-2015  37.2    37.2    37.2   0.0 – 2.3   – 3.8    1.5    1.5   0.0

GBH Acquisition GmbH Variable into fixed 0.958 % 3M EURIBOR 20-Apr-2012 21-Apr-2014  175.0    175.0    175.0   0.0 – 0.8   – 1.0    0.2   0.0  0.2   

GERMAN RESIDENTIAL FUNDING 2013-1 LIMITED Fixed into variable 1.058 % 3M EURIBOR 20-Jun-2013 27-Aug-2018  1,898.2    1,892.5   0.0       1,892.5    9.0   0.0       9.0   0.0       9.0   

GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED (A1) Fixed into variable 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  588.2    588.2   0.0       588.2    0.2   0.0       0.2   0.0  0.2   

GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED (A2) 2 Fixed into variable 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  76.5    76.5   0.0  76.5   0.0 0.0 0.0 0.0 0.0

GAGFAH Holding GmbH 2 Variable into fixed 1.220 % 3M EURIBOR 21-Oct-2013 27-Nov-2018  76.5    76.5   0.0  76.5   0.0 0.0 0.0 0.0 0.0

GAGFAH Acquisition 1 GmbH Variable into fixed 0.684 % 3M EURIBOR 14-Nov-2013 14-Oct-2016  76.2    76.2   0.0  76.2   0.0 0.0 0.0 0.0 0.0

OWG Asset GmbH & Co. KG Variable into fixed 1.925 % 3M EURIBOR 21-Oct-2014 21-Oct-2020  81.1   0.0      0.0 0.0 – 0.5   0.0 – 0.5   0.0 – 0.5   

Total  3,008.9    2,922.1    212.2    2,709.9    5.6   – 4.8    10.4    1.5    8.9   

Cap agreements

(in € million)

Subsidiary / portfolio Hedging strategy Caprate Reference rate Starting date Maturity
Initial  

nominal value

Outstanding nominal value Fair value1

Deviation  
recognized in 
profit or loss 

Deviation  
recognized in OCI12-31-2013 12-31-2012 Deviation 12-31-2013 12-31-2012 Deviation

GBH Acquisition GmbH Variable into fixed 1.500 % 3M EURIBOR 20-Apr-2012 20-Apr-2014  91.5    31.5    71.5   – 40.0   0.0 0.0 0.0 0.0 0.0

GAGFAH Acquisition 1 GmbH Variable into fixed 3.250 % 3M EURIBOR 14-Nov-2013 14-Oct-2016  80.0    60.2   0.0  60.2   0.0 0.0 0.0 0.0 0.0

OWG Asset GmbH & Co. KG Variable into fixed 1.800 % 3M EURIBOR 21-Oct-2103 21-Oct-2014  81.9    81.9   0.0  81.9   0.0 0.0 0.0 0.0 0.0

Total  253.4    173.6    71.5    102.1   0.0 0.0 0.0 0.0 0.0

1 Positive amounts are recognized in the line item “Other financial assets” and negative amounts are recognized in the line item “Financial liabilities” respectively.

2 �These two swaps have the same conditions but the respective hedging strategies move in opposite directions. The swaps and any related effects are therefore  
offset against each other on Group level.												          
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With the exception of the interest rate swaps of 
Schweizer Viertel Grundstücks GmbH and GAGFAH 
Holding GmbH, all of the above-mentioned derivative 
financial instruments have been designated as being hedg-
ing instruments.

The increase in the nominal and fair value of swaps and 
caps mainly results from the following new agreements 
concluded in 2013.

--- In connection with the 2013 refinancing of GAGFAH 
subgroup and NILEG subgroup via a CMBS, GER-
MAN RESIDENTIAL FUNDING 2013-1 LIMITED and 
GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED, 
special purpose vehicles under the laws of Ireland, have 
been established (see section B. “Consolidated Group 
and Consolidation Principles”, subchapter “Consoli-
dated Group”). Purpose of the companies is to enter 
into various financing agreements with external lenders 
(“noteholders”) and to make loans to GAGFAH and 
NILEG. These notes are admitted to trading on the Irish 
Stock Exchange. The interest payable to the notehold-
ers are variable, with an interest rate aligned to EURI-
BOR, whereas the intercompany interest received from 
GAGFAH and NILEG are fixed. To hedge the interest 
rate risk out of the CMBS, the group entered into three 
swap agreements which convert fixed intercompany 
interest rates into variable interest rates and one swap 
agreement (GAGFAH Holding GmbH) that converts 
part of the variable intercompany interest rates back 
into fixed interest rates.

--- The new three-year loan agreement of GAGFAH 
Acquisition 1 GmbH is largely secured by an interest 
rate swap that converts variable interest rates into fixed 
interest rates. The remaining part of the loan is secured 
by an interest rate cap.

--- The new seven-year loan agreement for the OWG port-
folio is, in the first year, secured by an interest rate cap. 
From the second year until the end of maturity, the loan 
is secured by an interest rate swap that converts the 
variable interest rates into fixed interest rates.

The market values of the interest rate swaps and caps are 
regularly determined and monitored on the basis of the 
market data available on the balance sheet date and suit-
able valuation methods.

As of December 31, 2013, the valuation was based on the 
following term structure:

in %

12-31-2013 12-31-2012

Interest rate for six months 0.389 0.320

Interest rate for one year 0.556 0.542

Interest rate for two years 0.537 0.375

Interest rate for five years 1.261 0.766

Due to the fact that the cap rates are higher than the cur-
rent EURIBOR, the estimated fair values of the interest 
rate caps amount to € 0.0 million.

The ineffective part of the interest rate swaps of € 1.5 mil-
lion profit (prior year: € 2.1 million profit) is recognized 
through profit or loss under the line item “Result from the 
fair value measurement of derivatives”.

The effective part of the interest rate swaps of € 8.9 mil-
lion (prior year: € – 1.1 million) and the corresponding 
income tax effect of € – 2.8 million (prior year: € 0.4 mil-
lion) is recognized directly in equity (other comprehen-
sive income).

The effective part of the interest rate swaps of € 8.9 mil-
lion (prior year: € – 1.1 million) splits up into € – 0.2 mil-
lion (prior year: € 1.1 million) attributable to the share-
holders of the parent company and € 9.1 million (prior 
year: € 0.0 million) attributable to non-controlling inter-
ests. The corresponding income tax effect of € – 2.8 mil-
lion (prior year: € – 0.4 million) splits up into € 0.1 million 
(prior year: € 0.4 million) attributable to the shareholders 
of the parent company and € – 2.9 million (prior year: 
€ 0.0 million) attributable to non-controlling interests.

-- H. Other Notes --
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The following table shows the development of the cash 
flow hedging reserve:

€ million 2013 2012

Shareholders  
of the parent 

company
Non-controlling 

interests

Shareholders  
of the parent 

company
Non-controlling 

interests

January 1 – 0.7 0.0 0.0 0.0

Gains (+) / losses (–) arising from changes in the fair value of interest 
rate swaps – 0.2 9.1 – 1.1 0.0

Income taxes related to gains (+) / losses (–) arising from changes  
in the fair value of interest rate swaps 0.1 – 2.9 0.4 0.0

December 31 – 0.8 6.2 – 0.7 0.0

LIQUIDITY RISK Liquidity risk is the risk that an entity may 
not be in a position to raise funds to meet commitments as-
sociated with a contract. Liquidity risk also arises from the 
possibility that tenants may not be able to meet obligations 
to the Company under the terms of the lease agreements.

The Group is financed long term. However, it regularly 
monitors credit terms and intends to refinance ahead of 
the respective loan maturities. Certain subsidiaries of 
GAGFAH S. A. have bank debt expiring in October 2014, 
with a nominal value of approximately € 358.0 million 
as of December 31, 2013. With a view towards refinanc-
ing this amount, GAGFAH GROUP has already started 
preliminary refinancing discussions with banks.

A liquidity plan based on a fixed planning horizon 
endeavors to ensure that GAGFAH GROUP entities have 
sufficient liquidity at all times. To ensure continuing 
liquidity, GAGFAH GROUP negotiated a working capital 
line in an amount of € 25.0 million after the balance sheet 
date. For further information, please refer to section H.7 
“Events after the Balance Sheet Date”.

For an analysis of the Group’s financial liabilities, please 
refer to section E.16.1. “Financial Liabilities”.

CREDIT RISK Credit risk from financial assets involves the 
danger of a contractual partner defaulting and therefore 
amounts at most to the positive fair value of the asset vis-
à-vis the relevant counterparty.

The maximum exposure to credit risk at the reporting 
date is the carrying value of each class of financial assets 

mentioned in section H.1., Table 1 “Additional Disclo-
sures on Financial Instruments”.

With regard to primary financial instruments, credit risk is 
accounted for by the recognition of bad debt allowances.

Deposits achieved of € 88.3 million (prior year: € 84.6 mil-
lion) and amounts paid by contracting parties into notary 
trust accounts of € 33.1 million (prior year: € 17.7 million) 
serve as collateral securities mainly for the receivables 
from sales of land and buildings.

CURRENCY RISK Currency risk results from the fact that 
the value of a financial instrument can change due to 
exchange rate fluctuations.

GAGFAH GROUP entities do not currently generate 
cash flows in foreign currencies. As a result, they are not 
exposed to exchange rate risk.

OPTION AGREEMENTS On August 28, 2012, subsidiaries 
of GAGFAH S. A. and MURSUK Grundstücks-Verwal-
tungsgesellschaft mbH (in the following also referred to 
as “MURSUK”) signed a formal obligation. According to 
this agreement, MURSUK has the option to sell its limited 
partner’s share in Opera Co-Acquisition GmbH & Co. 
KG and its share in Opera Co-Acquisition GP GmbH to 
GAGFAH Holding GmbH for a total sales price of at least 
€ 2.9 million. As of the balance sheet date, the fair value 
of the option amounts to € 3.4 million. A corresponding 
amount is recognized within the line item “Liabilities 
due to Non-controlling Shareholders”. GAGFAH Holding 
GmbH will be bound to its offer until December 31, 2018.

-- H. Other Notes --
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-----
3. �Contingent Liabilities and Other Financial  

Obligations and Receivables

CONTINGENT LIABILITIES There were no material contin-
gent liabilities in the financial year.

The securities in terms of land charges provided by 
GAGFAH GROUP in favor of Grundstücksgesellschaft 
Klinik-Teltow GbR do no longer exist. The nominal value 
as of December 31, 2012, amounted to € 16.4 million.

The guarantee provided by GAGFAH GROUP for finan-
cial liabilities of Grundstücksgesellschaft Klinik-Teltow 
GbR does no longer exist. The nominal value as of De-
cember 31, 2012, amounted to € 4.8 million.

OTHER FINANCIAL OBLIGATIONS AND RECEIVABLES 
Transferable leasehold land agreements
GAGFAH GROUP has financial obligations in connec-
tion with finance leases concerning transferable lease-
hold land with a carrying amount of € 3.7 million (prior 
year: € 3.8 million). These leases have residual terms of 
between 44 and 89 years. For further information, please 
refer to section C.2. “Leases”.

Future minimum lease payments under finance leases 
together with the present value of the net minimum 
lease payments are as follows: 

12-31-2013
€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

Minimum lease payments 0.3 0.6 0.6 15.9 17.4

Discount 0.0 0.1 0.1 12.0 12.2

Present value of payments 0.3 0.5 0.5 3.9 5.2

12-31-2012
€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

Minimum lease payments 0.3 0.5 0.5 14.3 15.6

Discount 0.0 0.0 0.1 11.2 11.3

Present value of payments 0.3 0.5 0.4 3.1 4.3

Commonly, those leases have neither terms of renewal 
nor purchase options and escalation clauses.

The adjustment of lease payments and updating of the 
discount rates led to an increase of the minimum lease 
payments and the present value of payments.

 There are no sublease contracts concerning transfer-
able leasehold land, but the respective land is commer-
cialized in terms of rental leases related to the Group’s 
investment property.
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Furthermore, GAGFAH GROUP has financial obligations 
and financial receivables in connection with operating 
leases concerning transferable leasehold land.

The operating leases whereby the GROUP is the lessee, 
have residual terms of between 4 and 87 years. Future mini-
mum rentals payable as of December 31 are as follows:

€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

12-31-2013

Minimum rentals payable 2.2 4.3 4.3 85.8 96.6

12-31-2012

Minimum rentals payable 2.1 4.3 4.3 86.1 96.8

In the financial year 2013, lease payments of € 2.2 million 
(prior year: € 2.0 million) were recognized as an expense. 
There were no sublease payments.

The operating leases whereby the GROUP is the lessor, have 
residual terms of between 50 and 88 years. Future mini-
mum rentals receivable as of December 31 are as follows:

€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

12-31-2013

Minimum rentals receivable 0.1 0.1 0.1 4.4 4.7

12-31-2012

Minimum rentals receivable 0.2 0.5 0.5 16.2 17.4
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Other financial obligations The Group’s other 
financial obligations break down as follows:

12-31-2013
€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

Outsourcing contracts  
(provider of maintenance activities) 1 24.0 0.0 0.0 0.0 24.0

Rent obligations (buildings) 3.9 5.9 3.9 1.2 14.9

Hosting fees for computer center 4.8 0.0 0.0 0.0 4.8

Leasing obligations – automobile 1.8 2.8 1.0 0.0 5.6

Repair and maintenance of software 0.7 0.0 0.0 0.0 0.7

IT projects (facility management) 0.0 0.0 0.0 0.0 0.0

Other services from third parties 0.2 0.0 0.0 0.0 0.2

Basic fees for telephony and data network 0.5 0.0 0.0 0.0 0.5

Rent and leasing obligations – hardware 0.4 0.1 0.0 0.0 0.5

Repair and maintenance of hardware 0.2 0.1 0.0 0.0 0.3

Leasing obligations – copiers 0.1 0.0 0.0 0.0 0.1

Total 36.6 8.9 4.9 1.2 51.6

1 �GAGFAH GROUP agreed, besides the issue of maintenance orders, to a fixed financial compensation to the outsourcing partner. The agreement with the outsourcing partner 
was renegotiated regarding service volume and contract term. In this context it was contractually agreed that the future cost increases are linked to the building price indices 
published by the Federal Statistical Office.

-- H. Other Notes --
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12-31-2012
€ million

≤ one year
> one year 

≤ three years
> three 

≤ five years > five years Total

Outsourcing contracts  
(provider of maintenance activities) 1 24.0 24.0 0.0 0.0 48.0

Rent obligations (buildings) 3.9 5.8 4.7 1.4 15.8

Hosting fees for computer center 5.0 0.1 0.0 0.0 5.1

Leasing obligations – automobile 1.3 1.4 0.3 0.0 3.0

Repair and maintenance of software 0.7 0.4 0.0 0.0 1.1

IT projects (facility management) 1.1 0.0 0.0 0.0 1.1

Other services from third parties 0.4 0.2 0.0 0.0 0.6

Basic fees for telephony and data network 0.3 0.1 0.0 0.0 0.4

Rent and leasing obligations – hardware 0.4 0.2 0.1 0.0 0.7

Repair and maintenance of hardware 0.1 0.2 0.0 0.0 0.3

Leasing obligations – copiers 0.1 0.1 0.0 0.0 0.2

Total 37.3 32.5 5.1 1.4 76.3

1 �GAGFAH GROUP agreed, besides the issue of maintenance orders, to a fixed financial compensation to the outsourcing partner. The agreement with the outsourcing partner 
was renegotiated regarding service volume and contract term. In this context it was contractually agreed that the future cost increases are linked to the building price indices 
published by the Federal Statistical Office.

A significant proportion of the expected costs in con-
nection with rent obligations (buildings) is covered by 
a long-term restructuring provision. Regarding the 
corresponding provisions, please refer to section E.13.2. 
“Other Provisions”.

For some of the rental agreements for buildings, there are 
individual renewal and rent adjustment clauses. The rent 
adjustments are pegged to the consumer price index.

There are no purchase options for the rental agreements, but 
some of the contracts include renewal clauses up to ten years.

The other services from third parties essentially consist 
of the outsourcing of the hotline for IT support as well 
as corresponding services in connection with the latter.

In the financial year 2013, the total payments for operat-
ing leases within other financial obligations amounted 
to € 5.7 million (prior year: € 5.3 million).

Apart from the financial obligations disclosed in the 
tables above, GAGFAH GROUP is subject to minimum 
annual investments in its real estate as a result of privati-
zation and loan contracts.

-- H. Other Notes --
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The Group’s other financial obligations from purchase 
agreements concerning subgroups and subsidiaries break 
down as follows:

 

12-31-2013 12-31-2012

Single entity / Subgroup Maturity date

Minimum capital 
expenditure  

(in €/sqm)
Affected area  

(in sqm)

Minimum capital 
expenditure  

(in €/sqm)
Affected area  

(in sqm)

GAGFAH A Asset GmbH & Co. KG 09-30-2018 11.00 63,636 0.00 0

GAGFAH I Invest GmbH & Co. KG 09-30-2018 11.00 3,758,020 0.00 0

GAGFAH M Immobilien-Management GmbH 09-30-2018 11.00 10,534 0.00 0

GBH Acquisition GmbH 12-31-2017 18.33 289,439 18.33 393,581

Schweizer Viertel Grundstücks GmbH 09-30-2018 11.00 30,207 0.00 0

VHB Grundstücksverwaltungsgesellschaft  
“Haus- und Boden-Fonds” mbH

09-30-2018
11.00 13,017 0.00 0

WBN Asset GmbH & Co. KG 12-31-2013 12.78 94,055 12.78 100,676

WOBA subgroup 04-05-2021 9.00 2,023,658 9.00 2,056,873

Concerning the financial obligations from the buying 
contract of the WOBA subgroup, the respective lower 
obligation is fulfilled by observing the minimum threshold 
required by the respective higher obligation.

The Group’s other financial obligations from refinancing 
contracts break down as follows:

12-31-2013 12-31-2012

Single entity Maturity date

Minimum capital 
expenditure  

(in €/sqm)
Affected area  

(in sqm)

Minimum capital 
expenditure  

(in €/sqm)
Affected area  

(in sqm)

GAGFAH Acquisition 1 GmbH 10-14-2016 11.65 404,421 8.00 405,166

GAGFAH Acquisition 2 GmbH 10-20-2014 5.00 48,312 5.00 48,312

GAGFAH Erste Grundbesitz GmbH 10-20-2014 5.00 471,234 5.00 474,511

GBH Acquisition GmbH 04-22-2014 8.00 295,521 8.00 341,552

GAGFAH I Invest GmbH & Co. KG 08-20-2018 10.00 3,773,449 8.00 3,844,678

GAGFAH A Asset GmbH & Co. KG 08-20-2018 10.00 109,012 8.00 174,077

OWG Asset GmbH & Co. KG 11-20-2018 10.00 189,124 8.00 189,392

WGNorden Asset GmbH & Co. KG 11-20-2018 10.00 554,038 8.00 555,040

WBN Asset GmbH & Co. KG 11-20-2018 10.00 483,355 8.00 483,881

NILEG Residential Asset GmbH & Co. KG 11-20-2018 10.00 367,076 8.00 367,928

WOBA subgroup 05-15-2018 10.50 2,157,127 0.00 0
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The obligations from minimum capex totaled € 96.4 mil-
lion (prior year: € 80.4 million). In the financial year 2013 
and the previous year, those obligations have been fulfilled 
since € 121.3 million (prior year: € 98.3 million) have been 
paid for repair and maintenance, thereof € 78.0 million 
(prior year: € 81.8 million) recognized in the line “Op-
erating expenses for the generation of rental income” in 
the Consolidated Statement of Comprehensive Income, 
€ 10.9 million (prior year: € 7.7 million) intercompany ex-
penses (mainly personnel expenses), € 26.3 million (prior 
year: € 4.1 million) capitalized maintenance, € 6.1 million 
(prior year: € 3.7 million) expenses for damages covered 
by insurances and € 0.0 million (prior year: € 1.0 million) 
maintenance on properties for sale.

On April 20, 2012, GBH Acquisition GmbH signed a 
credit agreement with its current creditor for extending 
the loan granted by institutional lenders for a period of 
one year plus an option for another year. This option has 
already been drawn. Besides the extension of the credit 
agreement, an appendix to the purchase agreement has 
been signed in which GBH Acquisition GmbH committed 
to spend at least € 18.33 yearly per square meter for repair 
and maintenance or modernization in the calendar years 
2012 – 2017, which is € 10.33 more than demanded in the 
credit agreement. The latter shall be considered as fulfilled 
by observing the minimum threshold required by the ad-
ditional agreement.

Since the term of the old loan granted by institutional 
lenders of WOBA subgroup would have ended on May 15, 
2013, a new loan agreement for refinancing purposes was 
signed and closed with an international lender on Febru-
ary 20, 2013. The credit agreement includes the commit-
ment to spend a minimum expenditure on maintenance 
with an amount of € 10.50 yearly per square meter. For 
further information on the WOBA subgroup refinancing, 
we refer to section E.16.1. “Financial Liabilities”.

Other financial obligations result from the GAGFAH 
purchase agreement concluded on September 30, 2004, 
between the Federal Insurance Office for Salaried Em-
ployees (Bundesversicherungsanstalt für Angestellte) (as 
the legal predecessor of the German Statutory Pension 
Insurance Scheme (Deutsche Rentenversicherung Bund), 
hereinafter also referred to as “DRV”), Berlin, and GAG 
ACQ Beteiligungs mbH, UC ACQ Beteiligungs GmbH 
(both as the legal predecessors of GAGFAH GmbH), GAG 
ACQ Ireland Limited as well as UC ACQ Ireland Limited 
on the acquisition of the former GAGFAH Gemeinnützige 
Aktien-Gesellschaft für Angestellten-Heimstätten (now 
GAGFAH GmbH) on the one hand and from an amend-
ment agreement to the GAGFAH purchase agreement on 
the other hand that has been concluded on May 31, 2013, 
with effect on the above-mentioned parties, GAGFAH 
GmbH, various subsidiaries of GAGFAH GmbH as well 
as GAGFAH Holding GmbH. The main purpose of the 
amendment agreement is to create a clear contractual 
basis for the contracting parties by clarifying a number 
of open questions relating to the GAGFAH purchase 
agreement. Furthermore, the validity of certain protective 
clauses has been extended until September 30, 2018.

The agreement stipulates amongst others that residential 
property owning subsidiaries of GAGFAH GmbH invest 
a minimum annual average of € 11.00 per square meter 
of residential space for each residential unit during the 
period from January 1, 2013, to September 30, 2018 (pro 
rata temporis for 2018).
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-----
4. �Number of Employees and  

Personnel Expenses

The average number of employees is presented below, 
broken down according to GAGFAH GROUP’s business 
segments:

2013 2012

Heads FTEs Heads FTEs

Real estate management 1,370 1,338 1,280 1,241

thereof facility management services 843 833 765 753

Real estate sales 32 31 29 29

Other 165 158 156 150

Total 1,567 1,527 1,465 1,420

In addition to the above-mentioned 1,567 (prior year: 
1,465) employees, the Group employed 286 (prior year: 
331) low-income workers and 93 (prior year: 100) train-
ees with the result that the total average headcount was 
1,946 (prior year: 1,896).

Personnel expenses amounted to € 99.4 million (prior 
year: € 89.0 million) and break down as follows:
 

€ million

2013 2012

Wages and salaries 77.0 71.8

Social security 13.7 13.7

Pension costs 2.1 1.9

Other 6.6 1.6

Total 99.4 89.0
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Other personnel expenses mainly contain expenses for 
share-based payment (equity-settled) amounting to 
€ 6.3 million (prior year: € 1.0 million) and expenses 
for share-based payment (cash-settled) amounting to 
€ 0.4 million (prior year: € 0.2 million).

Of the expenses for social security, € 5.4 million (prior 
year: € 5.2 million) are recognized as an expense for 
defined contribution plans.

The Group’s contributions to the supplementary pension 
funds amounted to € 1.4 million (prior year: € 2.0 mil-
lion). Due to the fluctuating recapitalization payments 
(“Sanierungsgelder”), the expected contributions for the 
next financial year cannot be estimated reliably.

-----
5. Related Party Transactions

Natural persons related to GAGFAH GROUP in the 
meaning of IAS 24.9 are the management of  
GAGFAH S. A. and close family members (e. g. spouses, 
children) of the aforementioned persons.

In the financial year, significant related party transac-
tions concerned share-based remuneration and the sale 
of shares by members of the board of directors. Regard-
ing the share-based remuneration of our management 
we refer to section F.7. “Expenses for Share-based Remu-
neration”. The sales of shares are immediately published 
on our website “www.gagfah.com” under “Directors’ 
Dealings”. In the financial year 2013, 4 transactions 
took place in July and December, in which 280,396 
shares with an equivalent of € 2.6 million were sold. In 
the financial year 2012, there were no sales of shares.

Related parties of GAGFAH GROUP in the meaning of 
IAS 24.9 include the ultimate parent company, all subsidiar-
ies and associates as well as certain companies not included 
in the Consolidated Financial Statements.

Related parties that are controlled by GAGFAH GROUP or 
over which GAGFAH GROUP may exercise significant influ-
ence are included in the Consolidated Financial Statements 
and recorded in the List of Shareholdings, indicating in 
Exhibit (1) the relevant share capital.

Of GAGFAH S. A. shares, 58.4 % are in the free float, 41.3 % 
are owned by investment funds controlled by Fortress In-
vestment Group LLC and the remaining 0.3 % are treasury 
shares. The following two (prior year: four) of the afore-
mentioned investment funds controlled by Fortress Invest-
ment Group LLC have shares of more than 5 %:

Shareholders (exceeding 5 %)  
as of December 31, 2013

Shareholder
Number  

of Shares %

Fortress Residential Investment 
Deutschland (Fund A) LP 15,179,633 7.03

Fortress Investment Fund III LP 1 12,171,742 5.64

1 �In prior year reports, the same entity was named “Fortress Investment Fund III  
(GAGACQ Subsidiary) LLC”. 

Shareholders (exceeding 5 %)  
as of December 31, 2012

Shareholder
Number  

of Shares %

Fortress Residential Investment 
Deutschland (Fund A) LP 20,626,823 9.99

Fortress Investment Fund III LP 1 16,539,554 8.01

Fortress Investment Fund III  
(Fund B)(GAGACQ Subsidiary) LLC 14,141,601 6.85

Fortress Residential Investment 
Deutschland (Fund B) LP 12,330,464 5.97

1 �In prior-year reports, the same entity was named “Fortress Investment Fund III  
(GAGACQ Subsidiary) LLC”.

 
These entities are also related parties to GAGFAH S. A. In 
addition, Fortress Investment Group LLC controls a multi-
tude of other entities which, however, are not relevant to 
the business of GAGFAH S. A.

All transactions with related parties are executed at arm’s 
length on the basis of international methods of price 
comparison in accordance with IAS 24.
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6. Management

6.1. BOARD OF DIRECTORS
Members The Board of Directors is vested with the broad-
est powers to manage the business of the Company and 
to authorize and / or perform all acts of acquisition, 
disposal and administration falling within the purposes 
of the Company.

The following individuals were members of the Board of 
Directors of GAGFAH S. A.:
 

MEMBERS

Jonathan Ashley Chairman (since January 15, 2013)

Robert I. Kauffman Chairman (until January 15, 2013)

Thomas Zinnöcker Director (since April 16, 2013)

Stephen Charlton Director (until April 16, 2013)

Wesley R. Edens Director

Randal A. Nardone Director

Dr. Jürgen Allerkamp Independent Director

Dieter H. Ristau Independent Director

Yves Wagner, Ph.D. Independent Director

 
With effect as of January 15, 2013, Robert I. Kauffman 
resigned from his functions as member and chairman of 
the Board of Directors of GAGFAH S. A. Mr. Kauffman’s 
resignation occured in the context of his retirement from 
Fortress Investment Group LLC, the indirect majority 
shareholder of GAGFAH S. A at that time.

With effect as of January 15, 2013, the Board of Directors 
of GAGFAH S. A. elected Mr. Jonathan Ashley as member 
of and to chair the Board of Directors of GAGFAH S. A.

With effect as of April 16, 2013, the Board of Directors 
of GAGFAH S. A. appointed Thomas Zinnöcker as new 
member and successor of Stephen Charlton, who resigned 
from his functions as member of the Board of Directors of 
GAGFAH S. A. with effect on the same date.

Changes within the composition of the Board of Directors 
that occurred after the balance sheet date are described in 
section H.7. “Events after the Balance Sheet Date”.

Total Remuneration and Loans Granted Jonathan Ash-
ley, Wesley R. Edens and Randal A. Nardone are not par-
ties to service agreements with the Company and receive 
no compensation as Board members. Robert I. Kauffman 
and Stephen Charlton were not parties to service agree-
ments with the Company and received no compensation 
as Board members. Thomas Zinnöcker serves as member 
of the Board of Directors and the Senior Management, 
Stephen Charlton served as member of the Board of Di-
rectors and the Senior Management. For details regarding 
the remuneration of Senior Management see below (sec-
tion H.6.2. “Senior Management”). The members of the 
Board of Directors are reimbursed for expenses incurred 
through their attendances of Board meetings.

Yves Wagner, Dieter H. Ristau and Dr. Jürgen Allerkamp 
are party to service agreements with the Company. They 
receive compensation for their services as Board members 
and are reimbursed for their expenses on an annual basis. 
Such compensation consists for 2013 (net) of € 40,000.00 
plus 10,000 shares in the Company. The compensation for 
the financial year 2012, paid in 2013, was € 25,000.00 plus 
5,000 shares in the Company. The service agreements do 
not provide for the receipt of any benefits upon termina-
tion of such service agreements.

The total net compensation to members of the Board for 
the financial year 2012 was paid in 2013 and amounted 
to € 120,000.00 plus 30,000 shares in the Company. An 
amount of € 201,000.00, equaling to the aforementioned 
30,000 shares with a (net) average price of € 6.70, was 
deducted from treasury shares. We refer to section E.11. 
“Equity”. In addition, we provide all Board members with 
directors’ and officers’ insurance.

As of December 31, 2013, no advances or loans had been 
granted to members of the Board.
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6.2. SENIOR MANAGEMENT
Members Members of the Senior Management of the 
Company’s subsidiaries are integral to the manage-
ment of the Company’s subsidiaries. With the exception 
of Thomas Zinnöcker, members of the Board are not 
members of the Senior Management of the Company’s 
subsidiaries. As a result, of the members of the Board, 
only Thomas Zinnöcker is active in the day-to-day man-
agement of the subsidiaries.

The following individuals were members of the Senior 
Management of the Company’s respective subsidiaries:

MEMBERS

Thomas Zinnöcker
Chief Executive Officer (CEO)

(since April 16, 2013)

Stephen Charlton

Chief Executive Officer (CEO)
(until April 16, 2013)

Member of Senior Management
(until May 2, 2013)

Gerald Klinck Chief Financial Officer (CFO)

Nicolai Kuss Chief Operating Officer (COO)

 
Thomas Zinnöcker has been appointed Chief Executive 
Officer (CEO) of the GAGFAH GROUP with effect as of 
April 16, 2013, and Stephen Charlton has resigned as Chief 
Executive Officer (CEO) with effect as of April 16, 2013 
and from his position as member of the management of 
GAGFAH GROUP with effect as of May 2, 2013.

Total Remuneration and Loans Granted Current man-
agement remuneration comprises a fixed, a variable and 
a share-based component. In the financial year 2013, the 
Senior Management received fixed and variable remunera-
tion totaling € 2.5 million (prior year: € 2.5 million) for 
the performance of their duties within the Group.
 

Of this amount, € 1.2 million (prior year: € 1.3 million) re-
late to fixed remuneration, € 1.1 million (prior year: € 1.2 
million) thereof to basic remuneration and € 0.1 million 
(prior year: € 0.1 million) to fixed benefits in kind, which 
mainly comprise the provision of company cars and 
double-homestead allowance.
 
The variable component (management bonuses) totaling 
€ 1.3 million (prior year: € 1.2 million) includes annually re-
curring components linked to the success of the Company.
 
Non-cash expenses for share-based remuneration 
amounted to € 6.3 million (prior year: € 1.0 million).
 
Furthermore, claims from former equity-settled share 
based remuneration plans amounting to € 5.3 million 
(prior year: € 1.9 million) were settled in cash in the finan-
cial year 2013.
 
Severance Payments The subgroups have contractual 
arrangements with the members of management that 
regulate the granting of severance payments in the event 
of early retirement. Severance payments in the financial 
year amounted to € 0.3 million (prior year: € 1.9 million).
 
As of December 31, 2013, no advances or loans had been 
granted to managers.

Pension Obligations and Other Pension Benefits Under 
certain circumstances, members of management are enti-
tled to pension payments. The pension entitlement is calcu-
lated as a percentage of part of the employee’s fixed salary. 
The percentage is dependent on the employee’s function on 
the management board and the length of office.

Pensions totaling € 0.7 million (prior year: € 0.6 million) 
were paid to former managers and their dependents in the 
financial year.

Jubilee Commitments There are no obligations to pay 
jubilee commitments to Senior Management.
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-----
7. Events after the Balance Sheet Date

NEW CHAIRMAN OF GAGFAH S. A. In its meeting on March 25, 
2014, the Board of Directors of GAGFAH S. A. coopted 
Gerhard Zeiler as new Board Member and appointed him 
as Chairman. Mr. Zeiler succeeded Jonathan Ashley, who 
resigned from the Board as of the same date. This change 
results in reducing the number of Fortress-affiliated Board 
Members from three to two.

Austrian-native Gerhard Zeiler is an internationally re-
nowned media manager and currently serves as President 
of Turner Broadcasting System International, a Time 
Warner company. Prior to his current position at Turner 
Broadcasting System International, Mr. Zeiler held lead-
ing positions within the RTL Group, Europe’s leading 
entertainment network, and between 2003 and 2012, he 
was the CEO of RTL Group and Member of the Executive 
Board of Bertelsmann Group. 

In the months prior to this decision, several important 
strategic decisions had helped to sharpen GAGFAH 
GROUP’s strategy back more onto the operating business 

and to reposition the GAGFAH GROUP as an independ-
ent, leading listed player in the German residential sector. 
These milestones included the portfolio strategy with a fo-
cus on the 30 largest cities, the development of a €250 mil-
lion value-enhancing investment program, the initiation 
of an operational improvement program and the selling of 
a total of 35 million GAGFAH shares by Fortress Invest-
ment Group in the second half of 2013, reducing their 
stake from more than 60 % down to about 41 %. In light of 
these developments, the Board of Directors felt it was the 
right time to make a change within the Board. 

Revolving loan facility For working capital purposes, 
on March 21, 2014, GAGFAH Holding GmbH negotiated a 
revolving loan facility in the amount of € 25.0 million.

This revolving loan facility has a maturity of one year 
until March 21, 2015, and can be utilized in tranches of at 
least € 2.5 million.
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List of Shareholdings

FORMATIONS IN THE FINANCIAL YEAR 2013
Fully consolidated subsidiaries

Parent company Subsidiary
Date of  

formation

Date of entry 
into the com-

mercial register

Stichting GRF 2013-11
GERMAN RESIDENTIAL FUNDING 

2013-1 LIMITED
April 26,  

2013
April 26,  

2013

Stichting GRF 2013-21
GERMAN RESIDENTIAL FUNDING 

2013-2 LIMITED
September 26, 

2013
October 4,  

2013

GAGFAH M Immobilien-Management GmbH GAGFAH Achte Wohnen GmbH & Co. KG January 21, 2013 January 24, 2013

1 �Stichting GRF 2013-1 and Stichting GRF 2013-2 are no subsidiaries of GAGFAH GROUP. GAGFAH GROUP has to consolidate GERMAN RESIDENTIAL FUNDING 2013-1 LIMITED 
and GERMAN RESIDENTIAL FUNDING 2013-2 LIMITED acc. to IFRS 10 (see section B.2.1. “Subsidiaries”).

Deconsolidations in the financial year 2013
Fully consolidated subsidiaries

Parent company Subsidiary
Date of  

liquidation
Date of  

deconsolidation

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 5 April 30, 2013 June 30, 2013

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 7 June 30, 2013 August 31, 2013

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 8 April 30, 2013 June 30, 2013

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 10 April 30, 2013 June 30, 2013

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 13 April 30, 2013 June 30, 2013

GAGFAH I Invest GmbH & Co. KG Haus- und Boden-Fonds 35 April 30, 2013 June 30, 2013

Merger by way of accretion in the financial year 2013
Fully consolidated subsidiaries

Parent company Subsidiary

Date of  
merger by way of 

accretion

GAGFAH GmbH GAGFAH Erste Wohnen GmbH & Co. KG May 31, 2013

GAGFAH GmbH GAGFAH Zweite Wohnen GmbH & Co. KG May 31, 2013

GAGFAH GmbH GAGFAH Dritte Wohnen GmbH & Co. KG May 31, 2013

GAGFAH GmbH GAGFAH Vierte Wohnen GmbH & Co. KG May 31, 2013

GAGFAH GmbH GAGFAH Fünfte Wohnen GmbH & Co. KG May 31, 2013

GAGFAH GmbH GAGFAH Sechste Wohnen GmbH & Co. KG May 31, 2013

GAGFAH M Immobilien-Management GmbH GAGFAH Siebte Wohnen GmbH & Co. KG May 31, 2013

GAGFAH M Immobilien-Management GmbH GAGFAH Achte Wohnen GmbH & Co. KG May 31, 2013
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LIST OF SHAREHOLDINGS AS OF DECEMBER 31, 2013
Fully consolidated subsidiaries

Company name Registered office Activity
Share in  

capital 2013
Share in  

capital 2012
Held  

by No.1

1 GAGFAH S. A.
Luxembourg, 
Luxembourg Holding / Staff

2 GAGFAH Holding GmbH Essen, Germany Holding / Staff 100.00 % 100.00 % 1

3
KALIRA Grundstücks-Verwaltungs
gesellschaft mbH 

Gruenwald,  
Germany Holding / Staff 94.80 % 94.80 % 2

4
KALIRA Grundstücksgesellschaft  
mbH & Co. KG

Gruenwald,  
Germany Holding / Staff 94.90 % 94.90 % 2

5 GAGFAH Verwaltung GmbH Essen, Germany Holding / Staff 100.00 % 100.00 % 2

6 DW Management GmbH Essen, Germany
Facility  

Management 100.00 % 100.00 % 5

7 GAG ACQ Ireland Limited Clonee, Ireland Holding / Staff 100.00 % 100.00 % 1

8 UC ACQ Ireland Limited Clonee, Ireland Holding / Staff 0.00 % 0.00 % n / a

9 GAGFAH Operations Advisor GmbH Essen, Germany Other
83.00 % 
 17.00 %

83.00 %
17.00 %

7
8

10 Fortalis GmbH Essen, Germany Other 100.00 % 100.00 % 2

11 GAGFAH GmbH Essen, Germany Holding / Staff
82.48 %
17.52 %

82.48 %
17.52 %

2
8

12
GAGFAH M Immobilien-Management 
GmbH Essen, Germany Holding / Staff

94.00 %
6.00 %

94.00 %
6.00 %

13 (11)
11 (13)

13 GAGFAH I Invest GmbH & Co. KG Essen, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 11

14 GAGFAH B Beteiligungs GmbH Essen, Germany Holding / Staff
51.00 %
48.60 %

51.00 %
48.60 %

4
12

15 GAGFAH A Asset GmbH & Co. KG Essen, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 12

16 VHB Facility Management GmbH Essen, Germany
Facility  

Management 100.00 % 100.00 % 12

17
Neues Schweizer Viertel  
Betriebs+Service GmbH & Co. KG Berlin, Germany Other 94.99 % 94.99 % 12

18 Schweizer Viertel Grundstücks GmbH Berlin, Germany
Leasing of invest-

ment properties
94.74 %

5.26 %
94.74 %

5.26 %
12
17

19 IVS Immobilienversicherungsservice GmbH
Muelheim an der 

Ruhr, Germany Other 100.00 % 100.00 % 12

20
HaBeGe Bau- und  
Projektentwicklungsgesellschaft mbH Essen, Germany Other

94.90 %
5.10 %

94.90 %
5.10 %

12
4

21 Instandhaltungs-Service GmbH (ISG) Essen, Germany
Facility  

Management 100.00 % 100.00 % 16

22 Grünflächen-Service GmbH (GSG) Essen, Germany
Facility  

Management 100.00 % 100.00 % 16

23 Haus- und Boden-Fonds 6 Essen, Germany
Leasing of invest-

ment properties 88.66 % 88.66 % 13

24 Haus- und Boden-Fonds 9 Essen, Germany
Leasing of invest-

ment properties 72.85 % 72.85 % 13

25 Haus- und Boden-Fonds 11 Essen, Germany
Leasing of invest-

ment properties 73.16 % 73.16 % 13

1 Different percentage per shareholder, prior year in brackets
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LIST OF SHAREHOLDINGS AS OF DECEMBER 31, 2013
Fully consolidated subsidiaries

Company name Registered office Activity
Share in  

capital 2013
Share in  

capital 2012
Held  

by No.1

26 Haus- und Boden-Fonds 12 Essen, Germany
Leasing of invest-

ment properties 81.05 % 81.05 % 13

27 Haus- und Boden-Fonds 14 Essen, Germany
Leasing of invest-

ment properties 63.06 % 63.06 % 13

28 Haus- und Boden-Fonds 15 Essen, Germany
Leasing of invest-

ment properties 70.60 % 70.60 % 13

29 Haus- und Boden-Fonds 18 Essen, Germany
Leasing of invest-

ment properties 71.59 % 71.59 % 13

30 Haus- und Boden-Fonds 19 Essen, Germany
Leasing of invest-

ment properties 74.20 % 74.20 % 13

31 Haus- und Boden-Fonds 21 Essen, Germany
Leasing of invest-

ment properties 71.23 % 71.23 % 13

32 Haus- und Boden-Fonds 23 Essen, Germany
Leasing of invest-

ment properties 54.44 % 54.44 % 13

33 Haus- und Boden-Fonds 29 Essen, Germany
Leasing of invest-

ment properties 62.60 % 62.60 % 13

34 Haus- und Boden-Fonds 33 Essen, Germany
Leasing of invest-

ment properties 57.10 % 57.10 % 13

35 Haus- und Boden-Fonds 37 Essen, Germany
Leasing of invest-

ment properties 47.97 % 47.97 % 13

36 Haus- und Boden-Fonds 38 Essen, Germany
Leasing of invest-

ment properties 54.15 % 54.15 % 13

37
GERMAN RESIDENTIAL FUNDING 2013-1 
LIMITED Dublin, Ireland Financing 0.00 % — n / a

38 NILEG Immobilien Holding GmbH Hanover, Germany Holding / Staff
94.80 %

5.20 %
94.80 %

5.20 %
2
1

39 NILEG Real Estate GmbH Hanover, Germany Holding / Staff
94.81 %

5.19 %
94.81 %

5.19 %
38

4

40
NILEG Real Estate GmbH & Co. Manage-
ment KG Hanover, Germany Holding / Staff

94.90 %
5.10 %

94.90 %
5.10 %

38
4

41
NILEG Norddeutsche Immobiliengesell-
schaft mbH Hanover, Germany Holding / Staff

94.86 %
5.14 %

94.86 %
5.14 %

38
40

42 GAGFAH S Service GmbH Essen, Germany Other 100.00 % 100.00 % 38

43
Osnabrücker Wohnungsbaugesellschaft 
mit beschränkter Haftung

Osnabruck,  
Germany Holding / Staff

94.09 %
5.91 %

94.09 %
5.91 %

38
4

44 OWG Beteiligungs GmbH Hanover, Germany Holding / Staff 100.00 % 100.00 % 43

45 OWG Asset GmbH & Co. KG
Osnabruck,  

Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 43

46 NILEG Norddeutsche Beteiligungs GmbH Hanover, Germany Holding / Staff 100.00 % 100.00 % 41

47 NILEG Commercial Asset GmbH & Co. KG Hanover, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 41

48 NILEG Residential Asset GmbH & Co. KG Hanover, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 41

49 Wohnungsgesellschaft Norden mbH Hanover, Germany Holding / Staff 94.88 % 94.88 % 41

50 WGNorden Beteiligungs GmbH Hanover, Germany Holding / Staff 100.00 % 100.00 % 49

1 Different percentage per shareholder, prior year in brackets
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-- Exhibit (1) List of Shareholdings --

LIST OF SHAREHOLDINGS AS OF DECEMBER 31, 2013
Fully consolidated subsidiaries

Company name Registered office Activity
Share in  

capital 2013
Share in  

capital 2012
Held  

by No.1

51 WGNorden Asset GmbH & Co. KG Hanover, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 49

52 Wohnungsbau Niedersachsen GmbH Hanover, Germany Holding / Staff 94.85 % 94.85 % 49

53 VHB FM GmbH Essen, Germany
Facility  

Management 100.00 % 100.00 % 52

54 WBN Beteiligungs GmbH Hanover, Germany Holding / Staff 100.00 % 100.00 % 52

55 WBN Asset GmbH & Co. KG Hanover, Germany
Leasing of invest-

ment properties 100.00 % 100.00 % 52

56
GERMAN RESIDENTIAL FUNDING 2013-2 
LIMITED Dublin, Ireland Financing 0.00 % — n / a

57 WOBA HOLDING GMBH Dresden, Germany Holding / Staff
94.80 %

5.20 %
94.80 %

5.20 %
2
1

58 Opera Co-Acquisition GP GmbH Dresden, Germany Holding / Staff 94.80 % 94.80 % 57

59 Opera Co-Acquisition GmbH & Co. KG Dresden, Germany Holding / Staff 94.90 % 94.90 % 57

60 WOBA DRESDEN GMBH Dresden, Germany Holding / Staff 100.00 % 100.00 % 57

61 Immo Service Dresden GmbH Dresden, Germany
Facility  

Management 100.00 % 100.00 % 60

62
Dienstleistungs- und Bauhof Dresden 
GmbH Dresden, Germany

Facility  
Management 100.00 % 100.00 % 61

63
Bau- und Siedlungsgesellschaft Dresden 
mbH Dresden, Germany

Leasing of invest-
ment properties

94.73 %
5.27 %

94.73 %
5.27 %

60
59

64 Liegenschaften Weißig GmbH Dresden, Germany
Leasing of invest-

ment properties
94.75 %

5.25 %
94.75 %

5.25 %
60
59

65 WOHNBAU NORDWEST GmbH Dresden, Germany
Leasing of invest-

ment properties
94.90 %

5.10 %
94.90 %

5.10 %
60
59

66 SÜDOST WOBA DRESDEN GMBH Dresden, Germany
Leasing of invest-

ment properties
94.90 %

5.10 %
94.90 %

5.10 %
60
59

67 Parkhaus Prohlis GmbH Dresden, Germany Other 70.00 % 70.00 % 66

68
12. CR Immobilien-Vermietungsgesellschaft 
mbH & Co. SÜDOST WOBA Striesen KG Leipzig, Germany Other 0.02 % 0.02 % 66

69
WOHNBAU NORDWEST Dienstleistungen 
GmbH Dresden, Germany Other 100.00 % 100.00 % 2

70 GAGFAH Acquisition 1 GmbH Essen, Germany
Leasing of invest-

ment properties
94.80 %

5.20 %
94.80 %

5.20 %
2
1

71 GAGFAH Acquisition 2 GmbH Essen, Germany
Leasing of invest-

ment properties
94.80 %

5.20 %
94.80 %

5.20 %
2
1

72 GAGFAH Erste Grundbesitz GmbH Essen, Germany
Leasing of invest-

ment properties
94.80 %

5.20 %
94.80 %

5.20 %
2
4

73 GBH Acquisition GmbH Essen, Germany
Leasing of invest-

ment properties
94.80 %

5.20 %
94.80 %

5.20 %
2
1

74 GBH Service GmbH
Heidenheim an der 

Brenz, Germany Other 100.00 % 100.00 % 73

75 GBH Heidenheim Verwaltung GmbH
Heidenheim an der 

Brenz, Germany Other 100.00 % 100.00 % 73

1 Different percentage per shareholder, prior year in brackets
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LIST OF SHAREHOLDINGS AS OF DECEMBER 31, 2013
Other financial assets of 20 % or more

Company name Registered office Share in capital
Total equity  

€ k
Net result 

€ k Held by No.

80

Hannover Region Grundstücksgesellschaft 
Verwaltung mbH & Co. Businesspark  
Hannover Nord KG

Hanover,  
Germany 33.33 % 5741 – 5901 41

1 As of December 31, 2012 (last available published financial statements).

Purpose of the above listed joint ventures are all activities 
in connection with the development and marketing of 
precisely defined sites.

LIST OF SHAREHOLDINGS AS OF DECEMBER 31, 2013
Joint Ventures consolidated at equity

Company name Registered office
Share in  

capital 2013
Share in  

capital 2012 Held by No.

76 Objekt Dresden GbR Hanover, Germany 50.00 % 50.00 % 41

77
Grundstücksentwicklungsgesellschaft 
Oesselse “Langes Feld” GbR Essen, Germany 50.00 % 50.00 % 41

78 Wolmirstedt GbR Essen, Germany 50.00 % 50.00 % 41

79 Möser GbR Essen, Germany 50.00 % 50.00 % 41
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€ million

	A cquisition or production cost Accumulated depreciation Book value

January 1, 2013 Additions Disposals Reclassifications
December 31, 

2013 January 1, 2013 Additions Disposals
December 31, 

2013
December 31, 

2013

Intangible Assets

Industrial rights 9.1 0.5 – 0.1 0.0 9.5 – 8.5 – 0.4 0.1 – 8.8 0.7

Goodwill 18.3 0.0 0.0 0.0 18.3 – 1.2 0.0 0.0 – 1.2 17.1

27.4 0.5 – 0.1 0.0 27.8 – 9.7 – 0.4 0.1 – 10.0 17.8

Property, plant and equipment

Land and buildings (owner-occupied) 48.0 0.0 – 3.9 – 6.9 37.2 – 12.3 – 0.7 3.9 – 9.1 28.1

Technical equipment and machines 4.7 0.0 0.0 0.5 5.2 – 3.0 – 0.5 0.0 – 3.5 1.7

Other equipment, furniture and fixtures 13.7 1.1 – 1.4 0.0 13.4 – 10.4 – 1.3 1.4 – 10.3 3.1

Assets under construction 0.3 0.2 0.0 – 0.5 0.0 0.0 0.0 0.0 0.0 0.0

66.7 1.3 – 5.3 – 6.9 55.8 – 25.7 – 2.5 5.3 – 22.9 32.9

Other financial assets

Investments in associates and joint ventures 4.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0 0.0 4.0

Investments 2.6 0.0 0.0 0.0 2.6 – 1.7 0.0 0.0 – 1.7 0.9

Other loan receivables 0.2 0.0 – 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.1

Other financial assets 3.2 0.0 0.0 0.0 3.2 0.0 0.4 0.0 0.4 3.6

Derivative financial instruments measured at fair value 0.0 9.2 0.0 0.0 9.2 0.0 0.0 0.0 0.0 9.2

Financial receivables 0.0 0.8 0.0 0.0 0.8 0.0 0.0 0.0 0.0 0.8

10.0 10.0 – 0.1 0.0 19.9 – 1.7 0.4 0.0 – 1.3 18.6

Total 104.1 11.8 – 5.5 – 6.9 103.5 – 37.1 – 2.5 5.4 – 34.2 69.3

Statement of Changes  
in Consolidated 

Non-current Assets

for the period from January 1 to December 31, 2013 

-- Exhibit (2) Statement of Changes in Consolidated Non-current Assets --
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€ million

	A cquisition or production cost Accumulated depreciation Book value

January 1, 2013 Additions Disposals Reclassifications
December 31, 

2013 January 1, 2013 Additions Disposals
December 31, 

2013
December 31, 

2013

Intangible Assets

Industrial rights 9.1 0.5 – 0.1 0.0 9.5 – 8.5 – 0.4 0.1 – 8.8 0.7

Goodwill 18.3 0.0 0.0 0.0 18.3 – 1.2 0.0 0.0 – 1.2 17.1

27.4 0.5 – 0.1 0.0 27.8 – 9.7 – 0.4 0.1 – 10.0 17.8

Property, plant and equipment

Land and buildings (owner-occupied) 48.0 0.0 – 3.9 – 6.9 37.2 – 12.3 – 0.7 3.9 – 9.1 28.1

Technical equipment and machines 4.7 0.0 0.0 0.5 5.2 – 3.0 – 0.5 0.0 – 3.5 1.7

Other equipment, furniture and fixtures 13.7 1.1 – 1.4 0.0 13.4 – 10.4 – 1.3 1.4 – 10.3 3.1

Assets under construction 0.3 0.2 0.0 – 0.5 0.0 0.0 0.0 0.0 0.0 0.0

66.7 1.3 – 5.3 – 6.9 55.8 – 25.7 – 2.5 5.3 – 22.9 32.9

Other financial assets

Investments in associates and joint ventures 4.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0 0.0 4.0

Investments 2.6 0.0 0.0 0.0 2.6 – 1.7 0.0 0.0 – 1.7 0.9

Other loan receivables 0.2 0.0 – 0.1 0.0 0.1 0.0 0.0 0.0 0.0 0.1

Other financial assets 3.2 0.0 0.0 0.0 3.2 0.0 0.4 0.0 0.4 3.6

Derivative financial instruments measured at fair value 0.0 9.2 0.0 0.0 9.2 0.0 0.0 0.0 0.0 9.2

Financial receivables 0.0 0.8 0.0 0.0 0.8 0.0 0.0 0.0 0.0 0.8

10.0 10.0 – 0.1 0.0 19.9 – 1.7 0.4 0.0 – 1.3 18.6

Total 104.1 11.8 – 5.5 – 6.9 103.5 – 37.1 – 2.5 5.4 – 34.2 69.3

-- Exhibit (2) Statement of Changes in Consolidated Non-current Assets --
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€ million

Acquisition or production cost Accumulated depreciation Book value

January 1, 
2012

Change of  
accounting  

policies

January 1,
2012

(adjusted) Additions Disposals
Reclassi
fications

December 31, 
2012

(adjusted)
January 1, 

2012

Change of  
accounting  

policies

January 1,
2012

(adjusted) Additions Disposals

December 31, 
2012 

(adjusted)

December 31, 
2012  

(adjusted)

Intangible Assets

Industrial rights 8.8 0.0 8.8 0.3 0.0 0.0 9.1 – 8.3 0.0 – 8.3 – 0.2 0.0 – 8.5 0.6

Goodwill 18.3 0.0 18.3 0.0 0.0 0.0 18.3 0.0 0.0 0.0 – 1.2 0.0 – 1.2 17.1

27.1 0.0 27.1 0.3 0.0 0.0 27.4 – 8.3 0.0 – 8.3 – 1.4 0.0 – 9.7 17.7

Property, plant and equipment

Land and buildings  
(owner-occupied) 47.0 0.0 47.0 0.0 0.0 1.0 48.0 – 11.3 0.0 – 11.3 – 1.0 0.0 – 12.3 35.7

Technical equipment  
and machines 4.7 0.0 4.7 0.0 0.0 0.0 4.7 – 2.6 0.0 – 2.6 – 0.4 0.0 – 3.0 1.7

Other equipment, furniture  
and fixtures 14.5 0.0 14.5 1.1 – 1.9 0.0 13.7 – 10.8 0.0 – 10.8 – 1.5 1.9 – 10.4 3.3

Assets under construction 0.1 0.0 0.1 0.2 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.3

66.3 0.0 66.3 1.3 – 1.9 1.0 66.7 – 24.7 0.0 – 24.7 – 2.9 1.9 – 25.7 41.0

Other financial assets

Investments in associates  
and joint ventures 1 0.0 4.0 4.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0 0.0 0.0 0.0 4.0

Investments 2.6 0.0 2.6 0.0 0.0 0.0 2.6 – 1.7 0.0 – 1.7 0.0 0.0 – 1.7 0.9

Other loan receivables 0.2 0.0 0.2 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.2

Other financial assets 3.2 0.0 3.2 0.0 0.0 0.0 3.2 – 0.3 0.0 – 0.3 0.0 0.3 0.0 3.2

Derivative financial instruments 
measured at fair value 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Financial receivables 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

6.0 4.0 10.0 0.0 0.0 0.0 10.0 – 2.0 0.0 – 2.0 0.0 0.3 – 1.7 8.3

Total 99.4 4.0 103.4 1.6 – 1.9 1.0 104.1 – 35.0 0.0 – 35.0 – 4.3 2.2 – 37.1 67.0

1 �For the joint ventures, the change from proportionate consolidation to equity method acc. to IFRS 11 resulted in positive net assets and therefore in an equity investment 
of € 4.0 million. For further information see section E.4. “Other Financial Assets”.												          

Statement of Changes  
in Consolidated 

Non-current Assets

for the period from January 1 to December 31, 2012

-- Exhibit (2) Statement of Changes in Consolidated Non-current Assets --
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€ million

Acquisition or production cost Accumulated depreciation Book value

January 1, 
2012

Change of  
accounting  

policies

January 1,
2012

(adjusted) Additions Disposals
Reclassi
fications

December 31, 
2012

(adjusted)
January 1, 

2012

Change of  
accounting  

policies

January 1,
2012

(adjusted) Additions Disposals

December 31, 
2012 

(adjusted)

December 31, 
2012  

(adjusted)

Intangible Assets

Industrial rights 8.8 0.0 8.8 0.3 0.0 0.0 9.1 – 8.3 0.0 – 8.3 – 0.2 0.0 – 8.5 0.6

Goodwill 18.3 0.0 18.3 0.0 0.0 0.0 18.3 0.0 0.0 0.0 – 1.2 0.0 – 1.2 17.1

27.1 0.0 27.1 0.3 0.0 0.0 27.4 – 8.3 0.0 – 8.3 – 1.4 0.0 – 9.7 17.7

Property, plant and equipment

Land and buildings  
(owner-occupied) 47.0 0.0 47.0 0.0 0.0 1.0 48.0 – 11.3 0.0 – 11.3 – 1.0 0.0 – 12.3 35.7

Technical equipment  
and machines 4.7 0.0 4.7 0.0 0.0 0.0 4.7 – 2.6 0.0 – 2.6 – 0.4 0.0 – 3.0 1.7

Other equipment, furniture  
and fixtures 14.5 0.0 14.5 1.1 – 1.9 0.0 13.7 – 10.8 0.0 – 10.8 – 1.5 1.9 – 10.4 3.3

Assets under construction 0.1 0.0 0.1 0.2 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.3

66.3 0.0 66.3 1.3 – 1.9 1.0 66.7 – 24.7 0.0 – 24.7 – 2.9 1.9 – 25.7 41.0

Other financial assets

Investments in associates  
and joint ventures 1 0.0 4.0 4.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0 0.0 0.0 0.0 4.0

Investments 2.6 0.0 2.6 0.0 0.0 0.0 2.6 – 1.7 0.0 – 1.7 0.0 0.0 – 1.7 0.9

Other loan receivables 0.2 0.0 0.2 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.2

Other financial assets 3.2 0.0 3.2 0.0 0.0 0.0 3.2 – 0.3 0.0 – 0.3 0.0 0.3 0.0 3.2

Derivative financial instruments 
measured at fair value 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Financial receivables 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

6.0 4.0 10.0 0.0 0.0 0.0 10.0 – 2.0 0.0 – 2.0 0.0 0.3 – 1.7 8.3

Total 99.4 4.0 103.4 1.6 – 1.9 1.0 104.1 – 35.0 0.0 – 35.0 – 4.3 2.2 – 37.1 67.0

1 �For the joint ventures, the change from proportionate consolidation to equity method acc. to IFRS 11 resulted in positive net assets and therefore in an equity investment 
of € 4.0 million. For further information see section E.4. “Other Financial Assets”.												          

-- Exhibit (2) Statement of Changes in Consolidated Non-current Assets --
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To the best of our knowledge, we hereby confirm that, in 
accordance with the applicable generally accepted report-
ing standards, the Consolidated Financial Statements 
reflect the true asset, financial, and earnings situation of 
the Group and that the Directors’ Report is a true and fair 

representation of the business development including the 
income and general situation of the Group and that the 
material risks and opportunities regarding the expected 
development of the Group have been described therein.

Gerhard Zeiler Dr. Jürgen Allerkamp Wesley R. Edens

Randal A. Nardone Dieter H. Ristau Yves Wagner, Ph.D.

Thomas Zinnöcker

Luxembourg, March 25, 2014

financial statement  
certification

-- financial statement certification --
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To the Shareholders of
GAGFAH S. A.
2 – 4, rue Beck
L-1222 Luxembourg

Report on the consolidated financial statements 
We have audited the accompanying consolidated financial 
statements of GAGFAH S. A., which comprise the consoli-
dated statement of financial position as at December 31, 
2013, the consolidated statement of comprehensive 
income, the consolidated statement of cash flows and the 
statement of changes in consolidated equity for the year 
then ended, and a summary of significant accounting poli-
cies and other explanatory information.

Board of Directors’ responsibility for the consolidated 
financial statements The Board of Directors is responsi-
ble for the preparation and fair presentation of these con-
solidated financial statements in accordance with Inter-
national Financial Reporting Standards as adopted by the 
European Union and for such internal control as the Board 
of Directors determines is necessary to enable the prepara-
tion 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 require-
ments and plan and perform the audit to obtain reason-
able 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 consoli-
dated financial statements. The procedures selected depend 

on the judgement of the “réviseur d’entreprises agréé”, in-
cluding 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 “révi-
seur d’entreprises agréé” considers internal control relevant 
to the entity’s preparation and fair presentation of the con-
solidated financial statements in order to design audit proce-
dures 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 evaluat-
ing the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by the Board 
of Directors, as well as evaluating the overall presentation of 
the consolidated financial statements.

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 state-
ments give a true and fair view of the financial position 
of GAGFAH S. A. as of December 31, 2013, and of its 
financial performance and its cash flows for the year then 
ended in accordance with International Financial Report-
ing Standards as adopted by the European Union.

Report on other legal and regulatory requirements
The Directors’ report, including the corporate govern-
ance statement, which is the responsibility of the Board 
of Directors, is consistent with the consolidated financial 
statements and includes the information required by the 
law with respect to the corporate governance statement.

ERNST & YOUNG
Société Anonyme
Cabinet de révision agréé

René ENSCH 

Luxembourg, March 25, 2014

Independent  
Auditor’s Report

-- Independent Auditor’s Report --
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Glossary

-----
Adjusted EBITDA
Adjusted EBITDA is the EBITDA as reported in the state-
ment of comprehensive income adjusted for certain non-
cash and non-recurring items.

-----
Adjusted prior-year numbers
Certain prior-year numbers had to be adjusted as a 
consequence of changes in IFRS accounting policies, 
which require a different accounting treatment of pen-
sions and joint ventures. Please see sections A., B. and E. 
in the Notes to this report for further details on the IFRS 
changes and their impact on our prior-year numbers.

-----
block sales
Block sales describe the sale of a larger number of units 
and are usually made in the context of the disposal of our 
regional non-core assets.

-----
CAD
Cash available for distribution is calculated as Adjusted 
FFO minus additional cash items not included in the 
Adjusted FFO, such as mandatory amortization, EK 02 
payments or refinancing fees.

-----
CAPEX
Work on a building or an apartment that leads to value 
enhancements. Capex can be capitalized and does not 
impact the statement of comprehensive income.

-----
CBRE
CBRE GmbH is an independent external appraiser who 
carries out the external valuation of our portfolio.

-----
CMBS
Commercial Mortgage-backed Securities are Asset-backed 
Securities (ABS) which are backed by commercial mortgage 
loans. Asset-backed Securities: Particular type of securitized 
payment receivables in the form of tradable securities. 
These securities are created by the repackaging of certain 
financial assets securitization.

-----
condo sales program
Sale of individual apartments (single-unit sale) and of 
small multi-family homes to tenants or retail investors.

-----
EBIT
Earnings before interest and taxes.

-----
EBITDA
Earnings before interest, taxes, depreciation 
and amortization.

-----
EBT
Earnings before taxes.

-----
Eop
End of period.

-----
EPRA 
European Real Estate Association. Founded in 1999, EPRA 
is one of the real estate industry‘s leading organizations. 
Please see www.epra.com for further details.

-- Glossary --
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-----
Funds From operations (FFo) 
Recurring FFO before sales is calculated as EBITDA, 
adjusted for non-cash interest expenses and current tax 
expenses. 

FFO including sales is calculated as recurring FFO before 
sales plus gross sales proceeds and minus sales expenses 
and debt repaid as a consequence of those sales. 

Adjusted FFO is calculated as FFO including sales adjusted 
by capex investments.

FFO per share figures are calculated by dividing the nominal 
amount by the undiluted weighted average number of shares 
(excluding treasury shares) for the respective period.

-----
GRF
German Residential Funding (GRF) refers to the com-
mercial mortgage-backed security debt on the original 
GAGFAH portfolio.

-----
Hb Funds
The HB Funds are comprised of 14 closed-end real estate 
funds. All units held in these funds are non-core and there-
fore not part of GAGFAH’s core residential portfolio. The 
sale of the HB Funds assets was initiated in 2010, and out 
of a total of initially 7,130 units held in 20 different funds, 
6,814 have already been sold as of the reporting date and 
six funds have been liquidated. The remaining 316 units 
are held in one HB Fund. The HB Funds are structured in 
a legal form of “economic fractional ownership” in which 
GAGFAH holds the majority of shares. GAGFAH M, one 
of GAGFAH S. A.’s operating subsidiaries, acts as trustee 
and manager of the funds.

-----
Like-for-like basis
Residential units GAGFAH owned at both dates: as of the 
current reporting date and as of the comparable prior-year 
reporting date.

-----
LoaN-to-Value (LTV)
The loan-to-value is calculated as the net debt (financial 
liabilities minus cash) divided by the total asset value 
including owner-occupied properties.

-----
Net operating income (NOI)
Net operating income (also referred to as profit from the 
leasing of investment property) represents the excess of 
income from the leasing of investment property (rents and 
other charges to tenants) over land rent expenses and related 
operating expenses for the generation of rental income.

-----
recoverable operating eXpenses
Recoverable operating expenses are expenses incurred 
in connection with managing our properties and can 
be charged back to our tenants. These expenses include 
public charges on the property, such as 
--- real estate tax --- snow removal
--- water supply / sewage --- building cleaning
--- drainage --- gardening
--- heating --- lighting
--- warm water --- chimney cleaning
--- maintenance of elevators --- insurances
--- street cleaning and  

garbage removal
 
-----
repairs and maintenance (r & m)
The work that is done for fixing or upkeeping an 
apartment. R & M expenses are not capitalized.

-----
vacancY
A unit is considered vacant if there is no valid lease 
agreement in place as of the respective date.

-- Glossary --
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External Sources

The following external sources were used in the preparation  
of this annual report:

-----
BMVBS 
(Bundesministerium für Verkehr, Bau und Stadtentwick-
lung) 2013: Wohnen und Bauen in Zahlen 2012 / 2013.

-----
Bureau of International Recycling 2014 
online via http://www.bir.org/industry/textiles

-----
Demografieportal des Bundes und der 
Länder (2012)
Regionale Bevölkerungsentwicklung bis 2030:  
Ballungsräume wachsen noch.

-----
Deutsche Bundesbank (2013)
IWF zeichnet verhaltenes Bild der Weltwirtschaft.  
October 10, 2013.

-----
DV and gif (Deutscher Verband für Woh-
nungswesen, Städtebau und Raumordnung 
e. v. und Gesellschaft für Immobilien-
wirtschaftliche Forschung e. V.) (2013)
Wirtschaftsfaktor Immobilien 2013 – Gesamtwirtschaft
liche Bedeutung der Immobilienwirtschaft.

 
 
 
-----
empirica (2014) 
empirica-Immobilienpreisindex IV / 2013. January 2014

-----
Federal Statistics Office (2010)
Anteil der in Städten lebenden Bevölkerung von 1950 bis 
2030 in Deutschland und weltweit. March 2010.

-----
Federal Statistics Office (2011a)
Bevölkerung und Erwerbstätigkeit – Entwicklung der 
Privathaushalte bis 2030. March 30, 2011.

-----
Federal Statistics Office (2011b)
Demografischer Wandel in Deutschland – Bevölkerungs- 
und Haushaltsentwicklung im Bund und in den Ländern. 
March 30, 2011.

-----
Federal Statistics Office (2012)
Bauen und Wohnen 2011. Baugenehmigungen / Baufertig-
stellungen nach Bauweise. August 7, 2012.

-- External Sources --
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-----
Federal Statistics Office (2013a) 
Volkswirtschaftliche Gesamtrechnung. Beiheft zur  
Fachserie 18. November 28, 2013.

-----
Federal Statistics Office (2013b)
Arbeitslosenquote in Deutschland.  
online via http://de.statista.com

-----
Federal Statistics Office (2014a)
Verbraucherpreise 2013: + 1,5 % gegenüber dem Vorjahr 
2012. Press Release January 16, 2014.

-----
Federal Statistics Office (2014b)
Bautätigkeit – Baugenehmigungen im Hochbau.  
online via http://de.statista.com

-----
Federal Statistics Office (2014c)
Bautätigkeit – Wohnungsbestand in Deutschland.  
online via http://de.statista.com

-----  
Federal Statistics Office (2014d)
Anteil der in Städten lebenden Bevölkerung von 1950  
bis 2030 in Deutschland und weltweit.  
online via http://de.statista.com

-----
GdW (Bundesverband deutscher Wohnungs- 
und Immobilienunternehmen e. V.) 201
Wohnungswirtschaftliche Daten und Trends 2013 / 2014.

-----
ifo Institut (2013)
Entwicklung des Wohnungsbaus in Deutschland bis 2016. 
February 2013.
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Key Figures

Portfolio

Dec. 31, 2013 Dec. 31, 2012 
please see  

also page(s)

Residential units units 143,196 145,035 32, 33

Total units 1 units 152,996 155,669 32, 33

Residential sqm  ‘000 8,698,913 8,815,946 32, 33, 53

Total sqm 1 ‘000 8,866,802 9,146,553 32, 33, 53

1 Including all income-generating units. Garages and other properties included with a factor of 1 / 6

operational Figures (Residential Portfolio)

Dec. 31, 2013 Dec. 31, 2012 
please see  

also page(s)

Net cold rent € / sqm 5.21 5.15 52, 32-33

Vacancy rate % 4.1 5.0 57, 32-33

Fluctuation % 10.9 11.7 53

Sales

2013 2012 
please see  

also page(s)

Single-unit sales

Units sold units 613 937 59

Gross proceeds € million 58.0 82.0 59

FFO contribution € million 21.7 24.8 59

Other sales

Units sold units 1,388 2,750 59

Gross proceeds € million 86.1 131.1 59

FFO contribution € million 24.8 31.8 59
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Income Statement

2013 2012 
please see  

also page(s)

Rental income, fees, other € million 555.7 567.8 57, 58

NOI € million 372.6 385.5 58

Profit from sales € million 15.5 18.2 59

EBIT € million 335.1 335.1 60

Result from the fair value measurement of investment property € million 5.4 – 13.4 59

Statement of Financial Position

Dec. 31, 2013 Dec. 31, 2012
(adjusted)

please see  
also page(s)

Investment property € million 7,633.7 7,741.5 117

Assets held for sale € million 48.6 31.0 132

Bank balances and cash on hand € million 101.9 175.9 131

Total assets € million 7,959.8 8,111.6 74

Total equity € million 2,272.3 2,089.4 133

Financial liabilities € million 4,874.3 5,231.1 150

Total equity and liabilities € million 7,959.8 8,111.6 74
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KPIs

2013 2012 
please see  

also page(s)

Adjusted EBITDA € million 335.3 351.8 3

Recurring FFO before sales € million 123.7 108.9 3

FFO including sales € million 170.2 165.7 4

Adjusted FFO (AFFO) € million 143.9 161.6 4

Cash available for distribution (CAD) € million – 76.5 104.6 4

No. of shares (weighted average, undiluted, excluding treasury shares) million 204.8 199.2 4

Adjusted EBITDA € / share 1.64 1.77 3

Recurring FFO before sales € / share 0.60 0.56 3

FFO including sales € / share 0.83 0.83 4

Adjusted FFO (AFFO) € / share 0.70 0.81 4

Cash available for distribution (CAD) € / share – 0.37 0.53 4

EPRA NAV (undiluted) € / share 13.07 13.27 61

NCR multiple (target rent) factor 13.3 13.3 32

NCR multiple (in-place rent) factor 14.0 13.9 n / a

LTV

Dec. 31, 2013 Dec. 31, 2012
(adjusted) 

Net debt 1 € million 4,722.4 5,055.3

Asset value (incl. owner-occupied properties) € million 7,710.4 7,808.2

LTV % 61.9 64.7

1 Financial liabilities minus bank balances and cash on hand
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5-Year Overview

2013 2012 2011 2010 2009

Rental Income, fees, other € million 555.7 567.8 595.7 631.8 667.3

NOI € million 372.6 385.5 419.6 460.1 486.3

Recurring FFO before sales 1 € million 123.7 108.9 113.6 157.4 166.1

Recurring FFO before sales 1 € / share 0.60 0.56 0.52 0.70 0.74

Investment property  
and assets held for sale € million 7,682.3 7,772.5 7,975.0 8,706.7 9,289.3

Total assets € million 7,959.8 8,111.6 8,365.4 9,261.7 9,777.3

Total equity € million 2,272.3 2,100.4 2,136.9 2,302.7 2,457.7

Financial liabilities € million 4,874.3 5,231.1 5,427.9 6,011.2 6,525.3

EPRA NAV € / share 13.07 13.27 12.53 12.17 12.60

No of shares (eop) million 215.3 195.3 206.5 225.1 225.9

No of shares  
(weighted average)  million 204.8 199.2 218.8 225.9 225.8

1 2009-2011 based on prior FFO definition
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-----
April 1, 2014
Commerzbank Real Estate Day (London)

-----
April 3, 2014
HSBC Real Estate Conference  
(Frankfurt am Main)

-----
April 7-10, 2014
Management Roadshow (USA)

-----
May 7, 2014 
Publication of Interim Financial Report  
as of March 31, 2014, and Earnings Call

-----
May 19-20, 2014
Management Roadshow (London)

-----
May 22, 2014
Warburg Highlights (Hamburg)

-----
May 23, 2014	
Management Roadshow (Zurich)

-----
June 4, 2014
Kempen Conference (Amsterdam)

-----
June 12, 2014
Annual General Meeting

-----
August 13, 2014
Publication of Interim Financial Report  
as of June 30, 2014, and Earnings Call

-----
September 10-11, 2014
Bank of America Merrill Lynch Conference  
(New York)

-----
September 22, 2014
Goldman Sachs / Berenberg German Corporate  
Conference (Munich)
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-----
September 23, 2014
Baader Bank Investment Conference (Munich)

-----
September 24-25, 2014
EPRA Conference (London)

-----
November 13, 2014
Publication of Interim Financial Report as of  
September 30, 2014, and Earnings Call

@

Please see the Company’s website www.gagfah.com  
(  Investor Relations  Financial Calendar) for the most 
recent overview of upcoming events.
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Disclaimer

-----
Forward-looking Statements

This Interim Report contains statements that constitute 
forward-looking statements. Such forward-looking state-
ments relate to, among other things, future commitments 
to acquire real estate and achievement of acquisition 
targets, timing of completion of acquisitions and the op-
erating performance of our investments. Forward-looking 
statements are generally identifiable by use of forward-
looking terminology such as “may”, “will”, “should”, 
“potential”, “intend”, “expect”, “endeavor”, “seek”, 
“anticipate”, “estimate”, “overestimate”, “underestimate”, 
“believe”, “could”, “project”, “predict”, “continue”, “plan”, 
“forecast” or other similar words or expressions. 

Forward-looking statements are based on certain assump-
tions, discuss future expectations, describe future plans 
and strategies, contain projections of results from opera-
tions or of financial conditions or state other forward-
looking information. Our ability to predict results or the 
actual effect of future plans or strategies is limited. 

Although we believe that the expectations reflected in 
such forward-looking statements are based on reason-
able assumptions, our actual results and performance 
may differ materially from those set forth in the forward-
looking statements. These forward-looking statements 
are subject to risks, uncertainties and other factors that 
may cause our actual results in future periods to differ 
materially from forecast results or stated expectations, 
including the risk that GAGFAH S. A. will be unable to 
increase rents, sell or privatize further units or further 
reduce management costs.

-----
Rounding Effects

Percentages and figures in this report may include round-
ing effects.
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Imprint
GAGFAH S. A. 
2–4, rue Beck
L-1222 Luxembourg
Grand Duchy of Luxembourg
rcs Luxembourg B109526
www.gagfah.com

concept/ design
First Rabbit GmbH 
Cologne
Germany

GAGFAH S. A. is a joint stock 
corporation organized under 
the laws of the Grand Duchy 
of Luxembourg qualifying as a 
securitization company under 
the Luxembourg Securitiza-
tion Law of March 22, 2004. 
The core business of GAGFAH 
S.A.’s operating subsidiaries 
is the ownership and manage-
ment of a residential property 
portfolio located in Germany.


