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OUR EXPERTISE

Our strength in providing efficient transnational advice clients for over decades as they expand info new
is outstanding and impressive. Thanks to our strong markets. When it comes to providing advice, it's not
local roots, we have been able to develop an in-depth  just that they do things differently’ in other couniries,
understanding of the respective tax-based and also but that there are different cultures, markets, laws,
cultural peculiarities. We have been supporting our languages and much more fo consider.
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EXECUTIVE SUMMARY

Real estate as a form of investment has always been
high in demand and, in addition, demand for real es-
tate has increased steadily over the past few years.
In particular, institutional investors and investors such
as banks, insurance companies, pension insurance
funds or international (open and/or closed) funds wel-
come the opportunity to add a real estate element to
their investment portfolio. In an economic environment
where interest rates are still very low and the returns
from real estate investments are atiractive in compari-
son to other investment opportunities, the rising inter-
est in the latter is not surprising.

An assessment of the respective local real estate mar-
kets can sometimes be quite difficult. Every market is
subject 1o its own technological, social and demogra-
phic changes and dynamics. Due to these challenges
the real estate industry is reliant on diverse skills and
experts.

This brochure offers information, which primarily focu-
ses on investment opportunities in Germany, Austria
and the CEE/SEE region for 2021 and is updated once
a year. It is intended to provide the insfitutional inves-
tor with a brief, practice-criented overview of the indi-
vidual countries in order to create a preliminary basis
for possible investment decisions . This brochure can
also act as a motivation to look at certain countries,
which have not been on the radar for most institutional
investors until now. In particular some smaller count-
ries in the CEE region still offer very interesting returns
and opportunities.

The tax overview shows aspects which are essential
with regard to real estate transactions in the target
market. Tax legislation is currently subject to many
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changes, which can be traced back to stricter mea-
sures on the EU and/or OECD level, in particular.

COVID-19: The COVID-19 crisis and the potential
effects on the international economy are also in 2021
a challenge for real estate investors. Therefore, the
brochure provides brief country-by-country informati-
on concerning COVID-19 tax-related relief measures.
Please do have a close look into the online-brochure
for updates (www.tpa-group.com/realestate-invest-
cee).



COVID MEASURES

Albania:

The Albanian Government revealed certain first mea-
sures of their relief plan, e.g. up to 100 million USD
sovereign guarantee for cash liquidity of companies
reliant on bank loans for salary payments. Further-
more, businesses with a turnover of EUR 16,168 Euro
- EUR 113,177 are allowed to postpone income tax
payments to the second half of 2020. The Central
Bank of Albania says that companies in financial
distress may delay loan payment for three months
without penalties. In addition, starting from January
1#, 2021 the minimal salary in Albania was increased
to EUR 243 (previously EUR 210 / month).

Austria:

The Austrian National Council passed further tax relief
measures to mitigate the effects of COVID-19. Under
the 2™ COVID-19 Tax Measures Act, e.g., deferrals of
faxes are ,automatically” extended by law until June
307, 2021 (previously March 31, 2021). Furthermore,
no late payment surcharges are payable between
March 157, 2020 and June 30™, 2021 (previously
March 31, 2021). However, no deferral interest shall
be set until the end of June 2021. From July 1%, 2021
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to June 30, 2024 the deferral interest is 2 % above
the applicable base interest rate.

Outstanding tax amounts can be repaid in 2 phases
within the framework of a new instalment payment
concept. Due 1o the extension of the tax deferrals, the
instalment payment concept 2.0 will now also be posi-
poned by 3 months. At least there are several pro-
grams to promote trade and industry.

Bulgaria:

In relation to the COVID-19 crisis, the Bulgarian
Parliament adopted changes of the reporting dead-
lines in connection with Corporate Income Tax (per-
manent amendments):

The annual Corporate Tax Return shall be filed wit-
hin the period March 1% to June 30". The deadline for
payment of the corporate tax due for the precedent
year has been extended from March 31¢ to June 30"
of the following year.

The deadline for payment of the tax on expenses (e.g.
tax on private use of corporate assets, entertainment,
etc.) has been also extended to June 30",
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The deadlines for filing of yearly financial statements
of all traders under the meaning of the Commerce
Act, non-profit legal entities, as well as any other ent-
erprises, have been extended permanently from June
30™ to September 30™ of the following year.

Croatia:

Entrepreneurs whose employment suspension mea-
sure was extended by the decision of the Civil Protec-
tion Headquarters of the Republic of Croatia of Janua-
ry 8", 2021 and whose income / receipts decreased
by at least 60 % in January 2021 compared to Janua-
ry 2020 are entitled to compensation for all or part of
fixed costs for January 2021, Likewise, entrepreneurs
who started operating in 2020 are entitled to reim-
bursement of fixed costs if their decline in income /
receipts in January 2021 compared to November
2020 was at least 60 %. Entrepreneurs submit a
request for reimbursement of part or all of the fixed
costs for January 2021 to the Ministry of Finance, Tax
Administration. Also, an exiension of the measures is
expected.

Czech Republic:

As a result of the COVID-19 pandemic and its eco-
nomic consequences, the Czech Government has in-
troduced a few measures fo support companies and
individuals from the tax perspective: extraordinary tax
depreciation (the possibility to depreciate specific
assets in 1/2 years instead of 3/5), tax loss carryback
(two years back), repeal of sanctions and penalties
for late tax filings and tax payments for various taxes/
periods, substantial reduction of the effective pay-
roll tax rate and the abolishment of real estate ac-
quisition tax (e.g., the Czech property transfer tax).

Germany:

The Ministry of Finance proclaimed measures to mit-
igate the effects of COVID-19 for taxpayers, e.g.,
reduction and repayment of tax prepayments for
private individuals and companies and tax loss carry
backs in 2020. Tax prepayments may be repaid or
reduced upon request and late payment penalties
may be reduced or waived upon request. For late
payment surcharges due by March 31¥, 2021, a de-
ferral of enforcement is granted until June 30", 2021
and an installment agreement is even possible until
December 31%, 2021. Tax authorities may also defer
taxes if their collection leads to significant hardship.
In addition, an application can be made to reduce the
trade tax assessment amount. It has to be mentioned
that taxes that have already been filed, assessed or
paid cannot be refunded through a deferral request.
Furthermore, special prepayment for the extension of
the permanent deadline for VAT 2021 (so called 1/11™)
can be reduced or refunded. The filing deadline for
tax declarations 2019 has been postponed to August
31, 2021.

Hungary:

The Hungarian government decided on immediate
first actions to moderate the impact of the COVID-19
pandemic on the national economy. This includes a
deferral of payment regarding principal debt, interest
and fees, for instance. These provisions shall apply to
loans already granted on March 24", 2020. For busi-
ness entities operating in the sectors most affected
by the pandemic tax incentives and exemptions are
available (social contribution tax, vocational training
contribution, rehabilitation contribution), as well as a
wage subsidy.




Montenegro:

The Government of Montenegro has already imple-
mented three packages of measures o support the
economy and citizens affected by COVID-19 in 2020.
A new package of measures was adopted in the first
quarter of 2021.

Support to the economy includes, e.g. wage subsi-
dies, postponement and rescheduling of income ta-
xes and contributions, support for new employment,
one - fime business support for establishing an elec-
tronic fiscalization system, increase of the turnover
limit from EUR 18,000 to EUR 30,000 as a condition
for mandatory VAT registration, cost reduction for rent-
ing state-owned space, additional support measures
for tourism and catering as well as for agriculture and
fisheries.

Poland:

In 2020 Poland implemented regulations regar-
ding measures to combat the negative effects of the
coronavirus pandemic. The main objective of the
so-called ,Anti-crisis shield* was to support the Polish
economy by maintaining business liquidity and protec-
ting employment. The Anti-Crisis Shield in its different
versions provides, e.g. exemptions from social security
contributions, wage subsidies, payment for demurra-
ge to contractors and self-employed, abolition of the
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extension fee (charged when granting tax reliefs and
deferrals of taxes and social security contributions),
a continuation of the exemption from the obligation 1o
pay the minimum CIT (income tax on commercial real
estate) or the extension of the statutory deadlines and
the possibility of retroactive settlement of tax losses also
in 2021 until the epidemic status in Poland is resolved.

Romania:

A series of measures aimed to support the business
community during the COVID-19 pandemic were
introduced, e.g., incentives for cases of tempora-
ry interruption or reduction of companies activity,
the extension of deadlines for the implementation of
state-debt restructuring, the cancellation of ancillary
tax liabilities is valid up to the end of March 2021, risk
analysis for VAT registration purposes is now carried
out after registration, the simplification of the proce-
dure for the rescheduling of tax obligations due after
March 16", 2020.

Serbia:

In April 2020, the government published The Regula-
tion on Fiscal Benefits and Direct Payments to Private
Sector and Monetary Support to Citizens to mitigate
the Economic Conseqguences of COVID-19. One of
the main provision of the Regulation is, e.qg., the defer-
ral of salary tax payment and social contributions for

T



three months. The obligation to pay taxes and social
contributions is deferred until January 4™, 2021, but
the payment of accumulated liabilities can be further
postponed for up to 24 months without payment of
interest. Furthermore, another provision is the deferral
of advance payments for corporate income tax for the
2 quarter of 2020. The liability is deferred until the
submission of the final corporate income tax return for
2020 (payment of accumulated liabilities can be fur-
ther posiponed for up to 24 months, without payment
of interest).

The Central Bank also adopted decisions on tem-
porary measures for the purpose of adequate credit
risk management towards banks and financial lease
providers. The incentives provided refer to the repro-
gramming and refinancing of loans and liabilities from
financial leasing, with the approval of a grace period
of six months and a corresponding extension of the
repayment period for all debtors (individuals and legal
entities) who meet certain conditions.

Slovakia:

The Slovak National Council introduced emergency
measures due to the COVID-19 pandemic in the areas
of finance, employment legislation and social securi-
ty in order to limit the negative impact on business.
Current measures include, e.g. postponement of
deadline for submission of return for real estate and
local taxes, reduction in the annual interest rate on

deferred tax and tax paid in instalments from 10 % to
3 %, possibility to allow deferral or payment of tax in
instalments (also retroactively), waiver of late payment
interest in case the tax that was due in the period from
March 12", 2020 until December 31%, 2020 and will be
settled until June 30", 2021. In addition, various state
subsidy schemes were introduced, e.g. compensation
of certain wage costs, rent subsidy, etc.

Slovenia:

Several laws were already passed in connection with
COVID-19 with the aim of economy support. As part
of the tax law measures and the Measures Act, nume-
rous legal provisions changed, e.g. postponement of
deadlines for filing tax returns, postponement of the
deadlines for the publication of financial statements
(postponement for 2019 in 2020; the deadlines in
2021 are not postponed yet), deferral and payment in
instalments (for advance tax payments, withholding
taxes, VAT). Deferrals of payments under the loan
repayment measures can (among others) be applied
by companies, which are part of the law on business
companies (e.g. d.o.0., d.d.), Slovenian sole traders
and also natural persons with their main residence in
Slovenia. While for large companies the prereqguisite
for deferring payment is that they are threatened to go
into bankruptcy, for all other applicants it is sufficient
that they are unable to meet the payment obligations.




ALBANIA

REAL ESTATE INVESTMENT MARKET ALBANIA

visit
www.tpa-group.al

The historically strong economic growth in Albania slowed down in 2019, before being significantly affected
by the recent pandemic and the strict containment measures implemented by the Albanian government.
Nonetheless, a strong rebound is expected in the following year, mostly through electricity, tourism and
construction. In addition, during the pandemic, the EU council opened accession talks with Albania, sending

positive signals to the market.

During the year, the investment market in the country continued to stagnate and there were no notable large-
scale transactions. Further improvement of the investment market will mostly remain reliant on the recovery of
overall economic indicators and market sentiment and the continuation of government reforms, as well as an
increase in construction activity and improvement in the supply of quality real estate products.

INVESTMENT VOLUME BY SECTOR 2018-2020
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GENERAL TAX INFORMATION

= The corporate income tax rate amounts to 15 % for taxpayers with an annual turnover exceeding
ALL 14 million (approx. EUR 113,177). Starting from January 1*, 2021 the tax rate for the simplified corpo-
rate income tax is reduced to 0% for small businesses with annual turnover up to 113,177 USD. Capital
gains derived from the disposal of assets, including shares, are subject to tax at the standard rate of 15 %.

= The preferred local legal form in Albania is the limited liability company Lid (in Albanian Shpk) or joint-
stock company Jsc (in Albanian Sh.a.). An alternative legal form is the partnership (general partnership,
limited partnership), which is treated as non-transparent for tax purposes (subject to profit tax at the
partnership level, the partners' profit shares are subject to withholding tax).

s The EU-ATAD | & Il have not been implemented and are not applicable in Albania. However, Albanian tax
law includes thin-capitalization rules with respect to the deduction of interest on loans, which apply if the
debt-to-equity ratio exceeds 4:1. The ratio applies to all debts owed to related and unrelated parties as
well as to loans obtained from financial institutions, but does not apply to banks, insurance and leasing

companies.

= A special group taxation regime for corporate entities does not exist. So far, Albania has entered into
double taxation agreements with numerous countries. Real estate clauses are included in some of them.
The implementation of the MLI is not yet planned.

= The DAC-6 Directive is not applicable in Albania.

FOCUS ON REAL ESTATE

Rental income - VAT

Input VAT correction — property

Depreciation - real estate

Current operating expenses
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The supply and rent of land and buildings is VAT-exempt.
However, the lessor has the option for taxation under certain
circumstances.

If the purpose of a supply (goods/services) is parily appropriated
for taxable supplies and partly for exempt supplies, the taxable
person may not deduct input VAT in full. This is known as ‘partial
exemption’.

No input VAT correction.

Land: No depreciation.

Buildings: Buildings (for business purposes) are depreciated
separately for tax purposes using the declining-balance method
at a rate of 5%.

If the residual value of real estate and other structures at the
beginning of the tax period is lower than 3% of the historical
cost and/or lower than 10 % of the historical cost, the residual or
net book value of such assets is consideraed as a tax-deductible
expense in that tax period.

Normally the tenant bears the costs.
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ACQUISITION OF REAL ESTATE

Asset Deal

Share Deal

CBRE

Tax on transfer of ownership rights
® The transfer of the ownership title to real estate property is subject to transfer tax
(payable by the person who transfers the ownership title).

= Tax payable on the transfer of the ownership title to real estate property other than
buildings amounts o 2 % of the sales price. The tax rate for housing constructions
(not destined for touristic, industrial or public use) varies from 4 % to 8 % of the sel-
ling price per square meter based on the reference prices provided by a Council of
Ministers' decision.

® [nfrastructure projects are additionally subject to a tax on infrastructure impact (tax
rate of 0.1% of the investment's value, but not less than the cost of the rehabilita-
tion of the damaged infrastructure if such costs are not included in the investment
projects).

Tax on transfer of ownership rights
= Not applicable,
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DISPOSAL OF REAL ESTATE

Asset Deal Income tax
= Capital gains realized are the difference between the sales value and the tax book
value of the land or building. A tax rate of 15 % is applicable (fo individuals and
companies).

= |f an individual passes ownership for the second time, the difference between the
sales value and the purchase value specified in the previous contract (tax book
value) is used for purposes of calculating the capital gain.

VAT
= The sale of land and buildings (except for the construction process) is VAT-exempt,
but an option for VAT can be exercised if certain requirements are met.

= A deduction of input VAT is not possible (exception: exercise of the VAT option).

Share Deal Income tax
= Capital gains derived from the transfer of participation guotas or capital shares
include income from sales of quotas owned by partners in businesses or part-
nerships, income from sales of shares and income from sales or the liquidation of
companies,

= The tax base is equal to the following:
= Shares / capital participation quotas: Difference between the sales value of the
shares and the nominal value or the purchase value (tax book value).

® |n accordance with the OECD Model Agreement, for those countries which conclu-
ded a real estate clause, the right of taxation is assigned to the country in which the
property is situated (local taxation: 15%).

VAT
= |n Albania the sale of shares is VAT-exempt.




AUSTRIA

REAL ESTATE INVESTMENT MARKET AUSTRIA

The institutional investment volume in Austria amounted fo around EUR 3.25bn in 2020. In comparison to the
previous year, this means a decline in transaction volume of around 48 %. Especially in the hotel and retail sectors,
which were hit particularly hard by the Coronavirus crisis, hardly any transactions took place and yields rose hea-
vily in the course of the year. Ancther factor that has led to the decline in investment activity is the limited supply of
investment-ready product, as sellers were cautious about completely abandoning the widely adopted wait-and-
see approach. Residential properties were the most popular asset class with a share of around 37 %, followed by
office sector with around 33 % and industrial and logistics properties with around 14 %. Compared to retail or hotel
properties, these asset classes continued to be more crisis-resistant as the year progressed.

Yields in Austria were seen to be relatively stable in comparison to other European markets. Particularly notewort-
hy here is the development of the prime yield for logistics properties, which has decreased by 40bsp compared to
2019. Office and residential properties also saw a further, albeit more moderate, decline in prime yields to around
3.35% and 3.00% respectively. The retail and hotel sectors, were hit particularly hard by the COVID-19 related
restrictions, which has led to a significant rise in prime yields. Austria remains a popular investment location and
investor demand remains high. However, a strong increase in the total volume is not expected for 2021, primarily
due to limited completion of new office buildings.

INVESTMENT VOLUME BY SECTOR 2020 PRIME YIELD 2020
mh . g Office 3.35%
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GENERAL TAX INFORMATION

The corporate income tax rate amounts to 25 %. The marginal rate of tax is 50% for individual persons (if the
income exceeds EUR 90,000) or 55% until 2025 (if the income exceeds EUR 1 million; as of 2025: 50%).

In Austria the preferred local legal form is the corporation (GmbH or AG), which is treated as non-transpa-
rent for tax purposes. An aliernative legal form is the parinership. Due to the pass-through principle, the
partnership itself is not the subject of taxation but the individual partners.

The EU-ATAD | is fully implemented. Although the Austrian tax law provides constraints regarding interest
deductibility, the European Commission encouraged Austria to implement a general interest barrier. The
new interest barrier came into force on January 1%, 2021 and is applicable for financial years beginning
after December 31%, 2020. According to this rule, interest expenses exceeding interest income (net interest
expenses) can be deducted only up to an amount of 30 % of the tax-adjusted EBITDA. This

provision applies to domestic companies as well as to foreign companies (limited tax liability) due to a per-
manent establishment in Austria (not covered, e.qg., real estate companies with only property but no
permanent establishment in Austria). In order to implement EU-ATAD Il into Austrian domestic law, a special
regulation for reverse hybrid mismatches will be applicable as of January 1%, 2022 (not implemented yet).

A special group taxation regime for corporate entities exists. Moreover, Austria has an extensive network
of double taxation treaties. Real estate clauses are not included in all double taxation treaties. The MLI
entered into force on July 1%, 2018.

On September 19", 2019 the “EU Reporting Obligation Act” (“EU-Meldepflichtgesetz”) was approved by the
National Council. The “EU Reporting Obligation Act” implements the DAC-6 Directive into national law. The
national implementation entered into force on July 1%, 2020. Relevant cross-border arrangements must alrea-
dy be monitored for the period starting as of June 25", 2018 (start of reporting was in October 1%, 2020).

FOCUS ON REAL ESTATE

Rental income — VAT = Rentals for business purposes are tax exempt without refund of
input VAT. Exercising the option for VAT is possible if the tenant
uses the real estate almost exclusively for supplies which qualify
for input VAT deduction.

= |f an option for VAT is exercised, the statutory VAT rate of 20% is
applicable. In this case, the deduction of input VAT is possible.

= Rentals for residential purposes are subject to 10% VAT.

Depreciation — real estate = | and: Only extraordinary depreciation.

= Buildings: Without evidence up to 2.5% p.a.; residentially used

buildings up to 1.5% p.a. For buildings acquired or constructed

after June 30™, 2020 an accelerated depreciation is provided in

the first two years of depreciation:

® |n the first year 7.5% and in the second year 5.0 % for busi-
Ness purposes;

= in the first year 4.5% and in the second year 3.0% for residen-
tial purposes.

= Allocation to land and buildings: In general according to purcha-
se price,

Current operating expenses = Normally the tenant bears the costs.
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VAT - input VAT correction = 20 years (for every year of change of the property‘s usage for
VAT purposes 1/20 of the input VAT already claimed).

Conclusion of the rental contract ® Subject to a fee of 1% of a specially calculated assessment
(rental for business purposes) base (a combination of the rental fee and the duration of the
rental contract).

= Normally the tenant bears the costs.

ACQUISITION OF REAL ESTATE

Asset Deal Real estate transfer tax & stamp duties
= Transactions resulting in transfer of ownership of land in Austria (or of rights to use
land) are subject to 3.5% real estate transfer tax of the consideration of the
transaction (=purchase price incl. VAT [if purchased incl. VAT]).

® Furthermore, 1.1 % land registration fee is applicable (assessment base: Please see
real estate transfer tax).

Interest on debt financing of acquisitions
= |nterest on debt is deductible (special regulations on interest deductibility apply).

Share Deal Real estate transfer tax & stamp duties
= Real estate transfer tax is avoidable. However, the risk of a consolidation of shares
exists under certain conditions. In this case: 0.5 % real estaie transfer tax of the land
value (the value of the land is determined by the market value respectively lump
sum calculation).

= No land registration fee.
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Interest on debt financing of acquisitions
= |nterest on debt financing of the acquisition of shares (in a partnership and
company) is deductible under certain conditions.

= No land registration fee.

Other aspects
= A special group taxation regime for corporate entities exists.

DISPOSAL OF REAL ESTATE

Asset Deal

Share Deal

Income tax
®= The capital gain for companies (limited or unlimited liability to tax) is subject to 25% CIT.

= As the partnership itself is not the subject of taxation but the individual partner, capital
gains of asset deals are subject of taxation on partner's level.

= A sale by private persons is subject to 30% real estate income tax (with exceptions).

VAT
= The sale of real estate is basically VAT-exempt (no input VAT deduction; input VAT
correction is possible).

= However, the vendor can exercise the option for VAT (a VAT rate of 20 % applies; no
input VAT correction in this case).

Income tax

= A capital gain from the sale of a domestic limited liability company (GmbH) with real
estate property in Austria is not subject to tax in Austria if the double taxation treaty
does not contain a real estate clause (country of the vendor's residence is awarded
the taxation right).

= Capital gain from the sale of shares in a domestic parinership: Please see the infor-
mation on asset deals above.

VAT

® The sale of shares is VAT-exempt in Austria (in general, input VAT on related costs is
non-deductible).
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REAL ESTATE INVESTMENT MARKET BULGARIA

During the previous years, Bulgaria has been an important investiment destination of the region, due to the
continuously strong construction activity in the country and an increasing offer of quality investment grade
properties. In 2020, investment levels remained at a similar level as the one recorded in the previous year,
with mixed use properties accounting for the majority share, followed by office, which has been the fastest
growing segment in the country. The highest share of the overall investment volume during the year was attri-
buted to the share acquisition in cross country GTC portfolio, including one major office and one mixed use
project in Sofia.

Having in mind the growing supply and vast investment opportunities, along with the normalization of activi-
ties and return to the offices, investor interest is expected to intensify towards the office segment, including
the growing industrial market.

INVESTMENT VOLUME BY SECTOR 2020 PRIME YIELD 2020
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GENERAL TAX INFORMATION

In Bulgaria the corporate income tax rate amounts to 10 %.

The preferred local legal form is the corporation (LTD or JSC). The corporation is treated as non-transpa-
rent for tax purposes and is subject to 10% CIT. Transparent legal forms of organizations are not recogni-
zed by Bulgarian tax law, e.g. partnerships are considered as tax non-transparent.

As of January 1¥, 2019, a new interest limitation rule as well as special rules for controlled foreign com-
panies (CFC) are applicable, which implement the EU-ATAD |. At the same time, Bulgaria has preserved
the thin capitalization rule. As such, the deduction of interest expenses (net borrowing costs) is limited to
30 % of the tax-adjusted EBITDA if the taxpayer's borrowing costs are higher than the BGN equivalent of
EUR 3 million.

The Bulgarian tax law provides no special group taxation regime.

Furthermore, Bulgaria has an extensive network of double taxation treaties. Real estate clauses are inclu-
ded in some of them. The MLI was signed on June 7", 2017 (not yet in force). The MLI partially modifies
the tax treaty between Bulgaria and Austria.

The national law for the implementation of DAC-6 Directive was published on December 31¥, 2019 in the
Official Gazetie (start of reporting in July 1%, 2020). Reports will retrospectively cover relevant arrange-
ments between June 25" 2018 and July 1¢, 2020.

FOCUS ON REAL ESTATE

Rental income — VAT = The rental income is in general subject to 20 % VAT.

= VAT exemption: Applicable only in case of rentals to individuals
for residential purposes.

= Option for taxable supplies of rentals to individuals.
= |nput VAT refund based on general rules.

Input VAT correction — property = 20 years (for every year after the change of the property's usage
for VAT purposes 1/20 of the input VAT already claimed).

Depreciation — real estate = | and: No depreciation and no extraordinary depreciation.
= Buildings: Limited to 4% p.a. for tax purposes.

= Allocation land and buildings: No fixed allocation ratio is applica-
ble with respect to usage.

= Retroactive adjustment of depreciation expenses in case of
mixed use based on the actual ratio of the usage.

Current operating expenses

Conclusion of rental contracts
(rental for business purposes)

CBRE

Normally the tenant bears the cosis.

No statutory fees are applicable.
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ACQUISITION OF REAL ESTATE

Asset Deal

Share Deal

CBRE

Real estate transfer tax

= The sale or exchange of immovable property is subject to a transfer tax. The real
estate transfer tax rate varies from 0.1% to 3% (depending on the relevant
municipality). The assessment base of the real estate fransfer tax is the sales price
or the “tax value” (if the “tax value” is higher than the sales price).

Interest on debt financing of acquisitions
® The interest is tax-deductible according to the general rules of the CIT-Act
(thin-capitalization regulations are applicable).

Real estate transfer tax
= A real estate transfer tax is not applicable.

Interest on debt financing of acquisitions
® |nterest is tax-deductible according to the general rules of the CIT-Act (thin-
capitalization regulations are applicable as well as a limitation of the net borrowing

costs). The definition of “borrowing costs” is aligned with the relevant provisions of
the EU-ATAD.
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DISPOSAL OF REAL ESTATE

Asset Deal

Share Deal

Income tax

® The capital gain of companies is subject to a CIT rate of 10 %, whereas a sale by pri-
vate persons is subject to 10% income tax (with exceptions). Gains on the disposal
of two immovable property per year are exempt if the immovable property has been
owned for more than 5 years.

VAT
= The sale of real estate is basically subject to 20% VAT. Furthermore, exceptions for
the sale of non-regulated land and old real estate (over 60 months) are applicable.

= A retroactive VAT adjustment is applicable if the purpose of use of the real estate
(e.g. from business to private use) changes, a disposal without VAT credit
(e.g. donation) or a non-VAT-able sale of the property is effected. The adjustment
can be applied up to 20 years as of the year of the acquisition.

Income tax

= A capital gain from the sale of a domestic company (LTD, JSC) or a partnership with
real estate in Bulgaria is subject to 10% CIT in Bulgaria if the double taxation treaty
does not provide a different treatment. A national exemption applies only to the
gains from the sale of shares on a regulated market - stock exchange (for publicly
traded companies).

VAT
= |n Bulgaria VAT is not applicable to the sale of shares.
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CROATIA

REAL ESTATE INVESTMENT MARKET CROATIA

While the ongoing pandemic significantly affected the Croatian economy due to the country’s reliance on
tourism, the investment volumes remained solid during 2020, noting an increase compared to the year befo-
re. Investmenis were largely distributed among the office, retail and mixed real estate segments, with retail
accounting for the highest share of activity mostly due to a retail portfolio transaction by LCN which acquired
five standalone properties throughout the country. Among the larger transactions in the office segment were
the Matrix office building which was part of a large GTC portfolio share acquisition and Zagreb Tower which
was acquired by S Immo.

In addition, following a period of stagnation, the logistics market in the country improved its investment
volume with a notable transaction by Croatia‘s AZ pension funds, which acquired a distribution warehouse
in Zagreb. With its resilience and improving pipeline, the logistics market is expected to draw more attention
from both local and international investors.

INVESTMENT VOLUME BY SECTOR 2020 PRIME YIELD 2020
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GENERAL TAX INFORMATION

= The corporate income tax rate in Croatia amounts to 10 % (up to 7.5 million HRK, approx. EUR 1 million)
or 18% CIT (over 7.5 million HRK, approx. EUR 1 million).

= The marginal personal income tax rate is 35.40 % (applies to taxable income of person residing in Zag-
reb, which exceeds EUR 48,000).

= The preferred local legal form is the corporation (d.0.0.), which is treated as non-transparent for tax-pur-
poses. An alternative legal form is the corporation (d.d.) or the partnership (jtd, kd, GIU). The partnership
in Croatia is treated - like corporations - as non-transparent for tax purposes and is subject to CIT.

= | egislation implementing the EU-ATAD has become effective as of January 1, 2019. In general, interest
is deductible if the expenses are incurred with the purpose of generating profit and between affiliated
companies up to a certain percentage (currently 3.00% per annum). As of January 1%, 2019, the deduc-
tion of excessive borrowing costs from the taxable base is limited if the borrowing costs in a financial
year exceed EUR 3 million and the borrowing costs exceed 30 % of the tax-adjusted EBITDA. The rules
will not apply to financial institutions, to loans used for long-term public infrastructure projects and to
stand-alone entities.

= A special group taxation regime for corporate entities does not exist.

= Croatia has an extensive network of double taxation treaties. Real estate clauses are included in some of
them. The MLI was signed on June 7", 2017 and will enter into force on June 1%, 2021. The MLI partially
modifies the tax treaty between Croatia and Austria.

= On December 111 2019 Croatia published a national law implementing the DAC-6 Directive in the Offi-
cial Gazette no. 121/2019. The directive applies from January 1%, 2021.

FOCUS ON REAL ESTATE

Rental income — VAT = Renting of immovable property by the entrepreneur is subject
to VAT.

= Exception: Renting for residential purposes is tax-exempt.

Input VAT correction — property = |f the conditions relevant for input VAT deduction change within
ten years after the acquisition/building, input VAT must be
corrected for the period after the change.

= The annual amount of input VAT correction is 1/10 of the VAT
amount calculated for the real estate.

Depreciation — real estate ® | and: No depreciation.

= Buildings and other properties: 5% for tax purposes (it can be
doubled). The same rules apply for buildings used for residential
(rented to individual persons) and business purposes.

Current operating expenses = Normally the tenant bears the costs.

Conclusion of rental contracts = No statutory fees are applicable.
(rental for business purposes)
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ACQUISITION OF REAL ESTATE

Asset Deal

Share Deal

CBRE

Real estate transfer tax

The object of taxation is the transfer of real estate, which is not subject to VAT. A real
estate transfer tax rate of 3% is applicable. The immovable property transfer tax is
payable by the purchaser of the property.

The basis of assessment is the market value, which under certain circumstances
may be determined by the tax authorities.

The transfer of immovable property’s ownership as a part of structural changes (e.g.
mergers, demergers, capital contribution) is exempt from the real estate transfer tax.
These transfers are also not subject to VAT.

Interest on debt financing of acquisitions

Interest on debt financing of acquisitions is deductible if the expenses are incurred
with the purpose of generating profit.

Thin capitalization rules and maximum tax-deductible interest rate should be
considered as follows: Interest on debt from a foreign shareholder holding 25 %

or more of the company's share capital or voting rights, is non-deductible for the
amount of the loan exceeding four times the shareholder's share in the equity of
the borrower at any time during the tax period. The maximum tax-deductible rate of
interest paid to a non-resident related party is 3.00 % per annum for the year 2021.
Additionally, interest and other borrowing costs related to borrowings received from
abroad will be tax-deductible up to EUR 3 million or 30 % of the tax-adjusted EBIT-
DA, whichever is higher. However, this rule is not applicable to financial institutions
and standalone taxpayers.

Real estate transfer tax

Real estate transfer tax is not applicable.

Interest on debt financing of acquisitions

Please see the information provided above for an asset deal.
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DISPOSAL OF REAL ESTATE

Asset Deal

Share Deal

Income tax
= Capital gains realized by a Croatian corporation subject to CIT are included in the

taxable income and are taxed at a rate of 10% or 18 % CIT (18 % for turnover above
7.5 million HRK; approx. EUR 1 million).

VAT
® Subject to a VAT rate of 25 % if the property (building and associated land and/

or construction land) is not used within two years from the date of acquisition or
construction. If more than 2 years have passed from the date of the first occupation
(or use) until the date of the next supply, the seller (taxable person) has the option
to apply for an exemption or for VAT taxation of such a supply depending on the VAT

status of the purchaser.

Income tax
= Sale of shares in a limited liability company: Capital gains realized by a Croatian

corporation subject to CIT are included in the taxable income and are subject to a
tax rate of 10% or 18 % for enterprises with an annual revenue over HRK 7.5 million
(approx. EUR 1 million). If a seller is not a Croatian tax resident, capital gain is not
subject to tax in Croatia, except the foreign seller has a permanent establishment in

Croatia.

VAT
= |n Croatia the sale of shares is VAT-exempt.
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REAL ESTATE INVESTMENT MARKET CZECH REPUBLIC

Czech commercial real estate investment volumes decreased y-0-y by approx. 16 %, reaching EUR 2.66bn
in 2020. Almost the exact same level of decrease was experienced throughout Europe, as total investment
volumes in Europe went down by 17 % from the 2019 level. This was mainly triggered by the outbreak of the
COVID-19 pandemic. Despite the lower investment volumes in 2020, we have seen that the investors’
appetite for quality assets with good covenants and sustainable incomes remains strong. The volumes
mainly remain limited due to a lack of product on the market, not necessarily a lack of demand.

Since the onset of the pandemic, secure prime assets in core locations have only seen limited movement in
yields, if any. Notably, prime office yields in Prague have experienced no change, while some challenges are
ahead in the office sector starting in 2021. Considering the amount of equity targeting the stable, long term
logistics sector and the investors’ appetite for multifamily assets, we expect stabilization or slight compres-
sion in these segments. Yields in centralized hotels and prime retail assets are expected to stabilize with the
intreduction of mass vaccination in 2021. In general, investors are more sensitive to the fundamentals such
as location and income sustainability, though highly sought after assets, such as prime offices, retail parks or
logistics assets, are to continue to trade at prime yields.

INVESTMENT VOLUME BY SECTOR 2020 PRIME YIELD 2020
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GENERAL TAX INFORMATION

= The general corporate income tax rate in the Czech Republic amounts to 19%. The profits of basic invest-
ment funds are subject to a special CIT rate of 5% (if specific conditions are met). The marginal rate of tax
is 15% for individual persons (standard rate); 23 % if the employment and business income exceed approx.
EUR 66k. As of 2021, the tax rate is newly applied on gross wages not increased by the social and health
insurance paid by the employer, i.e. the tax rate is effectively lower.

= The preferred local legal form is the corporation (s.r.o. or a.s.). An alternative legal form is the general part-
nership (v.0.s.) or the limited partnership (k.s.). The legal form v.0.s. is treated as tax-transparent, whereas
k.s. is tax-transparent with respect to the part allocated to general partners, i.e. k.s. is subject to tax on the
part allocated to the limited partners (CIT at the level of the limited partnership, this part is treated like a s.r.o.).

= The provisions of the EU-ATAD | & Il have been already implemented into the Czech tax law (e.g. EBITDA
test, hybrid instruments test, exit tax, CFC rules). Most provisions of the directives are effective as of 2020.

= The Czech tax law provides special provisions for tax non-deductibility of interest, e.g. thin capitalization
rules (interest on the part of related-party loans exceeding 4-times the equity is non-deductible). For tax
years starting on April 1%, 2019 and later, the deductibility of “exceeding borrowing costs” in excess of
30% of tax-adjusted EBITDA is not possible under the provisions implementing the EU-ATAD |. The interest
limitation does not apply for "exceeding borrowing costs” of up to CZK 80 million (approx. EUR 3 million).
“Exceeding borrowing costs” is the amount by which the deductible borrowing costs of a taxpayer exceed
taxable interest and other comparable revenues under the Czech tax law.

= No special group taxation regime for corporate enfities exisis. Real estate clauses are included in some
double taxation treaties, The MLI| was signed on June 7%, 2017 and will enter into force for the Czech Republic
on September 15, 2020. The MLI partially modifies the tax treaty between Czech Republic and Ausiria.

= The Czech implementation of the mandatory disclosure rules (implementation of DAC-6) came into force
in 2020 with first reports to be filed by January 30", 2021. The reporting obligation is also applied retro-
spectively for arrangements as of the date that DAC-6 came into force (June 25", 2018).

FOCUS ON REAL ESTATE

Rental income — VAT = | ease of residential and office premises: VAT-exempt.

The lessor may opt for VAT if the lessee is a Czech VAT payer and the
premises are used for business purposes.

As of 2021 the option to VAT is not allowed for the lease of residential
premises.

Input VAT correction — property ® Period for input VAT corrections:
® Real estate property: 10 years (including structural improvement).
® Other long-term assets: 5 years,

Depreciation — real estate = | and: Neither ordinary nor extraordinary depreciation.
= Buildings and other properties:
® Factories, warehouses etc.: 3.4 %.

® Office buildings, department stores with a sales area exceeding
2,000 m?, business centres, hotels etc.: 2%.

= Special depreciation for tenants and other users (e.g. sub-tenants)
who make structural improvements at their expense: Depreciation of
the cost of improvements (depreciation spread over the depreciation
period of the underlying building).

= Depreciation of structural improvements of immovable historic monu-
ments: 6.7 %.

Current operating expenses = Normally the tenant bears the costs.

Conclusion of rental contracts = No statutory fees are applicable.
(rental for business purposes)
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ACQUISITION OF REAL ESTATE

Asset Deal

Share Deal

CBRE

Real estate acquisition tax & stamp duties
® Real estate acquisition tax (formerly 4 %) was abolished in 2020 for all transactions
with their legal force from December 1%, 2019 onwards.

= The entry into the cadaster is subject to a fee of CZK 2k (approx. EUR 80).

Interest on debt financing of acquisitions

® |nterest on debt financing of an acquisition may be capitalized into the asset value
(depending on the purchaser’s choice) until the relevant asset is put into use. So,
this interest is tax deductible through the depreciation of the asset. After putting the
asset into use, the interest arising on the loan is expensed and the tax deductibility
follows the general limitations of tax deductibility of interest costs.

Real estate acquisition tax & stamp duties

= Not subject to any real estate transfer tax.

= Not directly linked with any fee for entry into the cadaster (legal owner does not
change); however, subsequent transactions (e.g. mergers) may give rise to such an
obligation (fees as above for the asset deal of EUR 80 apply).

= The change in the business register is subject to various fees, notary fees etc.

Interest on debt financing of acquisitions

= |nterest on financing of investment acquisitions (shares in a subsidiary) are generally
non-deductible.

® Interest on loans drawn in the six months preceding the investment acquisition are
deemed as connected with the investment and are non-deductible (unless proven
otherwise).

Other aspects
= No group taxation regime.
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DISPOSAL OF REAL ESTATE

Asset Deal

Share Deal
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Income tax

= The profit on the sale of real estate (income reduced by the tax residual value of the
asset and sale-related costs) is subject to standard income tax. An exemption is
only applicable to individuals if certain conditions are met (e.g. the asset is not held
for business purposes).

VAT
= VAT exemption for:
= Revenue from the sale of land which is neither considered as building land nor
built-on land (forming a functional unit with a building).

= Revenue from the sale of buildings after 5 years after the initial commissioning,
commissioning after significant reconstruction or after the first use (with the ex-
ception of a transfer of a going concern including real estate which is outside the
scope of VAT).

= An option for taxation for the seller instead of an exemption (approval of the buyer
required if the buyer is a VAT payer) is possible. In the case of a taxable sale for VAT
purposes, a VAT rate of 21 % (exception: so-called welfare housing at 15% VAT) is
applicable.

= Reverse charge mechanism may be triggered in certain situations.

Income tax

= Sale of shares in a limited liability company: The gain on the sale (income reduced by
the tax residual value of shares and sale-related costs) is taxable income (taxed in
the general fax base of the seller at the applicable income tax rate, i.e. at 15% [/ 23%
for individuals and 19 % for legal persons), unless the conditions for an exemption
(see below) or for the application of a double taxation treaty are met.

= Exemptions are applicable, if a share of at least 10% is held for more than 12 months
(further formal criteria have to be met). The exemption is primarily applicable to
Czech tax residents selling a share in a subsidiary (the scope could be extended to
tax residents of other EU/EEA member states; not applicable for residents of non-
member states).

= Exemption for individuals: 3- or 5-year-holding-period test if further conditions are
met.

= Transfer of interest in a partnership: The sale of the share of the limited partner in a
limited partnership follows basically the same rules as the sale of shares in standard
corporations (however, the exemption above cannot be applied). The general part-
ner's share cannot be directly sold.

VAT
= |n the Czech Republic the sale of shares is VAT-exempt (no input VAT deduction).
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REAL ESTATE INVESTMENT MARKET GERMANY

www.bakertilly.de
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With an overall transaction volume of a good EUR 79.27bn in 2020, the result fell 5.5 % short of the previous
year's figure but was nevertheless the second best since records began. There is still a great deal of capital
and willingness to invest. The huge pressure on many investors to invest and the ulira low yields of alternative
investment options will keep investors keen on the asset class of real estate, with a growing number of new
market participants being registered as wanting their capital to find a home in Germany.

Generally speaking, the lists of bidders on the German real estate investment market are long, and sustai-
ned yield compression remains the consequence of excess demand. In tandem with the start to economic
recovery that we anticipate in 2021, Germany as an investment location has the potential to emerge robust
from the year 2020. Both the metropolises and the B cities will benefit from the growing commitment of inter-
national investors since economic and business fundamentals will develop more positively again. German
markets. Strong investment momentum driven by domestic and international investors can be anticipated in
2021 as well. We estimate a transaction volume of at least EUR 70bn in 2021. Abundant liquidity will ensure
that yields soften further in 2021.

INVESTMENT VOLUME BY SECTOR 2020
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