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International Real Estate Limited Company number: 2101254

Chairman’s Statement
For the year ended 31 December 2010

The challenging conditions in the property markbhtol have prevailed for the last couple of yeaessfmowing
signs of coming to an end. In last year's staterhsatd that Management would focus on reorganitieg
Group’s activities in such a way as to furtherusalgearing, cut administrative and operating espgand
increase income for the Group from the remainirapprty portfolio.

To achieve our goals we have during the year ureléew, further reduced our Magdeburg portfolio @&md
early 2011 we sold our last property in Berlin l@zhon Uhlandstrasse and some smaller properties in
Magdeburg. We have now concentrated our immedizieities on selected properties in Magdeburg.

Furthermore at the beginning of the year the last @f the bond that the Group issued in May 2083 tought
back and this has made it possible to establistwaphatform for the Group with the potential fotdte
acquisitions.

| am pleased to let you know that we have now ssfadly finalised all of these processes. Thislbdgo a
smaller Group but with a solid financial base. Breup’s cash-flow from core operations has improamed the
gearing has been greatly reduced.

The continuing rent roll and success in reducirgancies and rent arrears has resulted in aysash flow,
after interest and amortisation, being achievedierremaining properties.

Property Portfolio — Magdeburg, Germany

By the end of the year the Group’s property poidfaimounted to circa 31.791 sq m divided over cii@8a852
sq m apartments and some 12.939 sg m of officecamunercial space.

Magdeburg will continue to be the key focus for\WW& now have a very well concentrated portfoliouggang
some of the city’s most sought after addressesniikés focused on residential units and officethwi
commercial units on the ground floor levels.

We have sold the remaining redevelopment projectsadl as certain smaller properties and we comstiiou
achieve increasing rental levels and to reducgtbkelem with bad debtors in the remaining portfolio

Bond

In May 2007 IRE German Property Holding BV, a Dustibsidiary company, issued bonds in the amount of
€32 million in a private placement. The bonds wsrasequently listed on the OMX Nordic Exchange
Stockholm and the OMX Nordic Exchange Copenhagée.Group bought back the Junior tranche of the
bonds, amounting to nominally €11.15, at the en208f9 and the Senior tranche of the bonds, amayiin
nominally €20.85 million, was bought back at tlegimning of 2010.

Strategy

The main intention going forward is to continugdous on letting activities for the remaining propes and to
reduce costs further for the Group.

The Management will carefully evaluate opportusitigising as a result of the last couple of yeawblpms in

the market place.



International Real Estate Limited Company number: 2101254

Chairman’s Statement (continued)
For the year ended 31 December 2010

Results

Results for the year ended 31 December 2010 shaamue of €2.27 million (2009 — €8.69 million), ptee¢
loss of €3.33 million (2009 — €0.87 million profdnd loss after taxation of €2.96 million (2009.880million
profit). Included within the finance costs is aakation of a Swap agreement amounting to a lo€9dfl
million (2009 — loss €1.03 million). The Group’ssteposition as at 31 December 2010 was €1.12 mi{R609
—€0.94 million). Total net borrowings after taggiimto account cash balances amounted to €24.2i@mil
(2009 — €74.94 million). The gearing was at 191(@®%09 467.4 %). Total net assets amounted to €13.30
million (2009 — €16.26 million) or per share €1(@B09 - €2.35).

Post year end transactions

The aforementioned transactions resulted in aseledsome further €3.58 million in available céshthe
Group, bringing it to €4.70 million. Total net lbowings, (inclusive of cash balances) after takirig account
these transactions, amounted to €11.13 millionlowing these transactions, the gearing stand4 ai0%.

Dividend
The Board does not propose to pay a final divicemdi no interim dividend was paid.
Outlook

We finalized the last part of our reorganisationimiy 2010 and early 2011. The Group is how genayédi
positive cash-flow on its core business going fadiand our financial position is strong with lowageg and a
strong cash balance following the completion oftth@sactions in early 2011.

During the year we have actively been looking aitotes possibilities to establish a platform wheraigividual
shareholders can trade their shares in the Comjduayproblem that we are facing is anticipated ligwidity
coupled with high costs for the Company.

I am looking forward to exploring the Group’s pdiahpossibilities for new activity. We have asansequence
begun to explore the possibilities of joining faagith one or more other companies in a similaitjmosto
create a larger and more viable Group. This maymapy not, result in a merger or acquisition dutimg year. In
any event , the Group is now much leaner and imifsé@ntly better shape for the future

I would like to take this opportunity to thank nsllbw directors, the staff, consultants and all abiger people
who have worked with the Group during the year.ddabt the Group’s success in navigating throughae
years turbulent waters is much owed to their commeiit and hard work.

P [\t

Rolf L Nordstrém
Chairman

London 2011



International Real Estate Limited Company number: 2101254

Directors’ report
For the year ended 31 December 2010

The directors present their audited financial stetets for the year ended 31 December 2010.
Principal group activities

The group’s principal activities during the yeamra@roperty investment and property trading. Detafi the
principal subsidiary undertakings are set out iterib to the accounts.

Review of business and future developments.

A summary of the results of the year’s tradingii®g on page 7 and a review of the activities efghoup and
of future developments is contained in the Chairs&tatement on pages 1 and 2.

The group’s key performance indicator is consideoeloe the net asset value (NAV) which at 31 Decamb
2010 was €1.92 per share (31 December 2009: €2138hare).

The principal business risks identified by the grawe considered to be exposure to the German fpyope
market, upward movements in interest rates, wtielgroup has countered by securing long term frages,
and availability of financing and re-financing flitogs.

Going concern

The directors have, at the time of approving tharicial statements, a reasonable expectationitbaiompany
and the group have adequate resources to contimygerational existence for the foreseeable futlifeus they
continue to adopt the going concern basis of adouyim preparing the financial statements.

Dividends

The Board does not propose to pay a final dividendhe year (31 December 2009: Nil).

Directors

The directors who served the company during the weae as follows, unless otherwise stated:
Rolf L Nordstrém — Chairman

Daniel Akselson — Chief Executive Officer

John S Lamb — Senior Independent Non-Executive

Financial instruments

Details of financial instruments and their assataisks are given in note 12.

Supplier payment policy

The group’s current policy concerning the paymdralioits trade creditors is to:

« settle the terms of payment with suppliers whereigg the terms of each transaction;
e ensure that suppliers are made aware of the tefrpsyment; and
e pay in accordance with its contracted and otheallefligations.



International Real Estate Limited Company number: 2101254

Directors’ report (continued)
For the year ended 31 December 2010

Directors’ responsibilities

Company law requires the directors to prepare firrstatements for each financial year, which giveue and
fair view of the state of affairs of the group ath@ company and of the profit or loss of the gréapthat
period.

In preparing those financial statements, the dimscare required to:

« select suitable accounting policies and then afiydyn consistently;

« make judgements and estimates that are reasonabljeredent;

« comply with applicable accounting standards subjeany material departures disclosed and explaimed
the financial statements; and

e prepare the financial statements on the going aonbasis unless it is inappropriate to presume tinat
group will continue in business.

The directors are responsible for keeping propeowaating records which disclose with reasonablelaay at
any time the financial position of the company &he group and to enable them to ensure that tlendial
statements comply with the Companies Act 2006. yTdre also responsible for safeguarding the asddtse
company and the group and hence for taking reas®s#dps for the prevention and detection of frand other
irregularities.

Disclosure of information to auditors

So far as the directors are aware:

» there is no relevant audit information of which greup’s auditors are unaware; and

» they have taken all the steps that they ought W@ laken as directors in order to make themseweseaof
any relevant audit information and to establisht tha group’s auditors are aware of that informatiand
taken such other steps for that purpose, as werereel by their duty as directors of the group xereise
due care, skill and diligence.

Auditors

It is proposed that Mazars LLP will continue inio& in accordance with the Companies Act 2006 secti

487(2).

By order of the board

Daniel Akselson
Director

Date: 4 May 2011
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Independent auditors’ report
To the members of International Real Estate Limited

We have audited the financial statements of Intewnal Real Estate Limited (company number

2101254) for the year ended 31 December 2010 wbichprise the Consolidated Statement of
Comprehensive Income, the Consolidated and Paremip@ny Statement of Financial Position, the
Group and Parent Company Cash Flow Statementithiep and Parent Company Statements of
Changes in Equity and the related notes. The giaareporting framework that has been applied in
their preparation is applicable law and United Kiogn Accounting Standards (United Kingdom

Generally Accepted Accounting Practice).

Respective responsibilities of directors and audits

As explained more fully in the Directors’ Resporidies set out on page 4 the directors are
responsible for the preparation of financial staets and for being satisfied that they give a true
and fair view.

Our responsibility is to audit and express and igpion the financial statements in accordance with
applicable law and International Standards on AnglifUK and Ireland). Those standards require
us to comply with the Auditing Practices Board’sP@&s) Ethical Standards for Auditors. This
report, including our opinion, has been preparedafal only for the company’s members as a body
in accordance with Chapter 3 of Part 16 of the Camgs Act 2006. Our audit work has been
undertaken so that we might state to the compamgisbers those matters we are required to state
to them in an auditor’'s report and for no othergmse. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyormeerothan the company and the company’s
members as a body for our audit work, for this repm for the opinions we have formed.

Scope of the audit of the financial statements

A description of the scope of an audit of finan@tdtements is provided on the APB’s website at
www.frc.org.uk/apb/scope/private.cfm

Opinion on the financial statements
In our opinion the financial statements:

e (give a true and fair view of the state of the greuand company’s affairs as at 31 December
2010 and of the group’s loss for the year then dnde

* have been properly prepared in accordance with edniKingdom Generally Accepted
Accounting Practice; and

» have been prepared in accordance with the requirisnaé the Companies Act 2006.
Opinion on the other matters prescribed by the Compnies Act 2006

In our opinion the information given in the DirergbReport for the financial year for which the
financial statements are prepared is consisteft tivé financial statements.
-5-
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Independent auditors’ report (continued)
To the members of International Real Estate Limited

Matters on which we are required to report by excepon

We have nothing to report in respect of the follogvimatters where the Companies Act 2006
requires us to report to you if, in our opinion:

» adequate accounting records have not been keptuons adequate for our audit have not been
received from branches not visited by us; or

» the financial statements are not in agreement thighaccounting records and returns; or

» certain disclosures of directors’ remuneration gtby law are not made; or

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

ff III _E..-r-""

Lee Brook (Senior Statutory Auditor)
for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditors

The Atrium

Park Street West
Luton
Bedfordshire
LUl 3BE

Date: 4 May 2011



Consolidated statement of comprehensive income
For the year ended 31 December 2010

Notes
Revenue 4
Cost of sales
Gross profit
Other (losses)/gains 5
Administrative expenses
Operating (loss)/profit 6
Finance income 8
Finance costs 9
(Loss)/profit before taxation
Tax credit/(charge) 10

(Loss)/profit for the year

Other comprehensive income for the year net of tax
Total comprehensive income for the year
(Loss)/profit and total comprehensive income atitidble to:

Owners of the parent
Non-controlling interests

2010 2009
€000 €000
2,272 8,689

(840) (3,970)
1,432 4,719
(16,813) 5,355
(1,912) (2,260)
(17,293) 7,814
16,367 2,696
(2,408) (9,636)
(3,334) 874
377 (186)
(2,957) 688
(2,957) 688
(2,957) 696
- (8)
(2,957) 688




Consolidated statement of financial position
As at 31 December 2010

Non-current assets
Investment properties

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables
Current tax liabilities
Bank loans

Provisions

Non-current liabilities
Bank loans

Bond

Deferred tax liabilities

Total liabilities

Net assets

Equity

Share capital

Share premium account
Capital redemption
Retained earnings

Equity attributable to equity holders of the parent

Minority interest

Total equity

These financial statements were approved by thedBwa 4 May 2011

Daniel Akselson
Director

Notes

13

16

19
19
19
20

17
12
18

21

2010 2009
€000 €000
40,767 93,113
569 6,867
1,124 942
1,693 7,809
42,460 100,922
(3,121) (6,648)
- (210)
(10,009) (113)
- (750)
(13,130) (7,721)
(15,393) (55,444)
- (20,323)
(639) (1,179)
(16,032) (76,946)
(29,162) (84,667)
13,298 16,255
4,408 4,408
7,957 7,957
566 566
367 3,117
13,298 16,048
- 207
13,298 16,255




Parent company statement of financial position
As at 31 December 2010

Notes

Non-current assets
Investments in subsidiaries 14

Current assets
Trade and other receivables 16
Cash and cash equivalents

Total assets

Current liabilities 19

Total liabilities

Net assets

Equity

Share capital 21
Share premium account

Capital redemption reserve

Retained earnings

Equity attributable to equity holders of the parent

Total equity

These financial statements were approved by thedBma4 May 2011

Daniel Akselson
Director

2010 2009
€000 €000
581 581
13,391 13,267
40 67
13,431 13,334
14,012 13,915
(1,202) (1,213)
(1,202) (1,213)
12,810 12,702
4,408 4,408
7,957 7,957
566 566
(121) (229)
12,810 12,702
12,810 12,702




Consolidated statement of changes in equity
For the year 31 December 2010

Balance at 1 January 2009

Changes in equity for 2009

Total comprehensive income
for the year

Balance at 31 December 2009

Changes in equity for 2010

Total comprehensive income
for the year

Sale of non-controlling interests

Balance at 31 December 2010

Total Equity
Share Owners Non-
Share premium Capital Retained of the controlling
capital account redemption earnings parent Interets Total
€000 €000 €000 €000 €000 €000 €000
4,408 7,957 566 2,421 15,352 215 15,567
- - - 696 696 (8) 688
4,408 7,957 566 3,117 16,048 207 16,255
- - - (2,957) (2,957) - (2,957)
- - - 207 207 1r0 -
4,408 7,957 566 367 13,298 - 13,298

The following describes the nature and purposeacheeserve within total equity.

Share premium

The share premium reserve represents the consatethat has been received in excess of the nomalaé of
shares on issue of new ordinary share capital.

Capital redemption

The capital redemption reserve represents the antloainhas been transferred from share capitaédamption

of issued shares.

Retained earnings

The retained earnings reserve represents profitéosses retained in previous and the current gerio

-10-



Parent statement of changes in equity
For the year 31 December 2010

Share
capital
€000
Balance at 1 January 2009 4,408
Changes in equity for 2009
Total comprehensive income
for the year -
Balance at 31 December 2009 4,408
Changes in equity for 2010
Total comprehensive income
for the year -
Balance at 31 December 2010 4,408

Share
premium Capital Retained
account redemption earnings Total
€000 €000 €000 €000
7,957 566 (297) 12,734
- - (32) (32)
7,957 566 (229) 12,702
- - 108 108
7,957 566 (121) 12,810

The following describes the nature and purposeacheeserve within total equity.

Share premium

The share premium reserve represents the consatethat has been received in excess of the nomalaé of

shares on issue of new ordinary share capital.

Capital redemption

The capital redemption reserve represents the antloainhas been transferred from share capitaédamption

of issued shares.

Retained earnings

The retained earnings reserve represents profitéosses retained in previous and the current gerio

-11-



Consolidated statement of cash flows
For the year 31 December 2010

Notes
Net cash inflow/(outflow) from operating activities 22(a)
Investing activities
Interest received
Acquisition of investment properties
Disposal of subsidiaries
Disposal of investment properties
Net cash generated in investing activities
Financing activities
Interest paid
Repayments of borrowings
Repurchase of bonds
Finance lease payments
Net cash used by financing activities
Net increase/(decrease) in cash and cash equivakent

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

-12-

2010
€000 €000
1,237
474
(204)
3,374
48,187
51,831
(2,408)
(30,155)
(20,323)
(52,886)
182
942
1,124

2009
€000 €000

(213)
700
(160)
14,568
7,991

23,099

(7,640)

(7,133)
(10,766)
(613)
(26,152)
(3,266)
4,208

942



Parent company statement of cash flows

For the year 31 December 2010

Notes

Net cash outflow from operating activities

Investing activities
Interest received

Net cash generated in investing activities
Financing activities

Interest paid

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

22(b)

-13-

2010
€000 €000

(715)

688

688

(27)
67

40

2009
€000 €000

(1,082)

694

694

)
(5)
(393)
460

67



Notes to the financial statements
For the year ended 31 December 2010

b)

Accounting policies
Basis of accounting

The financial statements of the group have beepapeg in accordance with those International Firsdnc
Reporting Standards (IFRSs) adopted for use iretirepean Union and therefore comply with Article 4
of the EU IAS Regulation.

The separate financial statements of the compamypm@sented as required by the Companies Act 2006.
As permitted by that Act, the separate financiateshents have been prepared in accordance with
International Financial Reporting Standards as stbpy the European Union.

These financial statements are presented in Ewwosuse that is the currency of the primary economic
environment in which the group operates.

The principal accounting policies of the group aothpany are set out below.
Basis of preparation

The directors have prepared detailed cash floweptimjns for the group for the period through to
31 December 2012 (“the projection period”).

The cash flow projections have been prepared takitg account the economic environment and its
challenges. Although there will always remain ir#m uncertainty within the cash flow projections,
including the assumptions the directors have madarding the continued availability of the facdgi
and the timing and quantum of revenues derived fsates of the group’s properties, at the time of
approving the financial statements the directorselereasonable expectation that the company and th
group will have adequate resources to continue parational existence for the foreseeable future.
Accordingly, they continue to adopt the going candaasis in preparing these financial statements.

Consolidation

The consolidated financial statements incorporhéefinancial statements of the company and entities
controlled by the company made up to 31 Decembeh gaar. Control is achieved where the company
has the power to govern the financial and opergtinligies of an investee entity so as to obtainefie
from its activities.

Minority interests in the net assets of consolidataebsidiaries are identified separately from treugs
equity therein. Minority interests consist of tamount of those interests at the date of the algin
business combination and the minority’s share dinges in equity since the date of the original
combination. Losses applicable to the minorityektess of the minority’s interest in the subsid&ry
equity are allocated against the interests of thegexcept to the extent that the minority hasnaibg
obligation and is able to make an additional inwestit to cover the losses.

The results of subsidiaries acquired or disposediwing the year are included in the consolidated
income statement from the effective date of actjaisior up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the fah@tatements of subsidiaries to bring the acaagnt
policies used into line with those used by the grou

All intra-group transactions, balances, income axgenses and eliminated on consolidation.

-14-



Notes to the financial statements
For the year ended 31 December 2010

d)

f)

9)

Accounting policies (continued)
Business combinations

The acquisition of subsidiaries is accounted fangishe purchase method. The cost of the acquisif
measured at the aggregate of the fair values,eatitite of exchange, of cash and/or equity instrtenen
issued by the group in exchange for control of dhquiree, plus any costs directly attributablehe t
business combination. The acquiree’s identifi@sigets, liabilities and contingent liabilities thatet the
conditions for recognition under IFRS 3 are recsgdiat their fair value at the acquisition date.

The interest of minority shareholders in the acepiiis initially measured at the minority’s proportiof
the net fair value of the assets, liabilities aodtmgent liabilities recognised.

Revenue recognition

Revenue comprises rental income and income rec&igadthe sale of trading properties net of VAT and
other sales related taxes.

Rental income is recognised when due under thestefrthe lease. Revenue from sale of properties is
recognised on completion.

Interest income is accrued on a time basis, byreate to the balance on deposit and the interést ra
applicable.

Leasing

Leases are classified as finance leases whenewéertims of the lease transfer substantially allritles
and rewards of ownership to the lease. All otkasés are classified as operating leases. Sepegate
Is given to the land and building elements of lsasdere relevant.

The group as lessor
All arrangements in the current and prior year Hasen classified as operating leases.

Rental income from operating leases is recognised etraight line basis over the term of the ret¢va
lease.

The group as lessee

Rentals payable under operating leases are reeuboisa straight line basis over the term of theveat
lease.

Foreign currencies

The individual financial statements of each groompany are presented in the currency of the primary
economic environment in which it operates. Forghegpose of the individual and consolidated finahci
statements, the results and financial positionachegroup company are expressed in Euros, whittfeis
presentational currency of each group company dhictl the parent company, and the presentational
currency for the consolidated financial statements.

In preparing the financial statements of the indliel companies, transactions in currencies otlaar the
entity’s presentational currency are recorded at réites of exchange prevailing on the dates of the
transactions. At each statement of financial pmsitdate, monetary assets and liabilities that are
denominated in foreign currencies are retranslatatle rates prevailing on the balance sheet ddts-
monetary items carried at fair value that are denated in foreign currencies are translated atrdtes
prevailing at the date when the fair value was rieiteed. Non-monetary items that are measured in
terms of historical cost in foreign currency are reranslated. All translation differences areognised

in the Statement of Comprehensive Income as pdhteofinance income or finance cost.

-15-



Notes to the financial statements
For the year ended 31 December 2010

h)

)

Accounting policies (continued)
Borrowing costs

Borrowing costs that are directly attributablete ficquisition, construction or production of altyiag
asset are capitalised as part of the costs ofatbsdt, until such time when substantially all tbgvaies
necessary to prepare the qualifying asset foiritended use or sale are complete.

Retirement benefit costs

Payments to the personal pension schemes of cemgdfoyees and directors are charged as an expense
as they fall due.

Taxation
The tax expense represents the sum of tax currpayigble and deferred tax.

The tax credit is based on taxable profit for teary Taxable profit differs from net profit as ogjed in

the Statement of Comprehensive Income becauseliides items of income or expense that are taxable
or deductible in other years and it further exchidems that are never taxable or deductible. grbap’s
liability for current tax is calculated using teates that have been enacted or substantively ehlagtiéne
Statement of Financial Position date.

Deferred tax is the tax expected to be payablearwerable on differences between the carrying atsou

of assets and liabilities in the financial stateteeand the corresponding tax bases used in the
computation of taxable profit, and is accounted dsing the Statement of Financial Position liapilit
method. Deferred tax liabilities are generallyagised for all taxable temporary differences and
deferred tax assets to the extent that it is prigbtiat taxable profits will be available againgdtieh
deductible temporary differences can be utilised.

Deferred tax liabilities are recognised for taxalbdenporary differences arising on investments in
subsidiaries and interests in joint ventures, eedpere the group is able to control the rever$ahe
temporary difference and it is probable that threperary difference will not reverse in the foreddea
future.

The carrying amount of deferred tax assets is wmdeat each balance sheet date and reduced to the
extent that it is no longer probable that suffitieaxable profits will be available to allow all part of
the asset to be recovered.

Deferred tax is calculated at the tax rates thatempected to apply in the period when the liabit
settled or the asset is realised. Deferred takasged or credited in the income statement, exebph it
relates to items charged or credited directly toitggin which case the deferred tax is also dedth in
equity.

Deferred tax assets and liabilities are offset wiiieme is a legally enforceable right to set offrent tax
assets against current tax liabilities and whely tledate to income taxes levied by the same tamatio
authority and the group intends to settle its quirtax assets and liabilities on a net basis.

-16-



Notes to the financial statements
For the year ended 31 December 2010

1
K)

Accounting policies (continued)

Investment property

Investment property, which is property held to eamtals and/or capital appreciation, is stateitsdtir
value at the Statement of Financial Position d&ains and losses arising from changes in thevédire

of investment property are included in Statementomprehensive Income for the period in which they
arise (included within other gains and losses).

Additions and disposals are recognised on compietid’rofits and losses arising on disposal are
recognised through the Statement of Comprehensoanie and are determined as the difference between
the sales proceeds and the carrying amount ofgdbet @t the commencement of the accounting period
plus additions during the period.

Where an investment property is held under a heaskl it is initially recognised as an asset asuheof
the premium paid on acquisition and the presentievalf the minimum ground rent payments. The
corresponding rent liability to the head leasehoidéncluded in the Statement of Financial Pogits a
finance lease obligation.

Financial instruments

Financial assets and financial liabilities are ggised on the group and company Statement of Fialanc
Position when the group or company becomes a pattye contractual provisions of the instrument.

Financial Assets
Financial assets classified as |oans and receivables

Trade and other receivables — are measured igitélifair value and subsequently at amortised cost.
Appropriate allowances for estimated irrecoverahl®ounts are recognised in the Statement of
Comprehensive Income when there is objective ededmat the asset is impaired.

Cash and cash equivalents — comprise cash on hmahdeanand deposits, and other short term highly
liquid investments that are readily convertible goknown amount of cash and are subject to an
insignificant risk of changes in value.

Available for sale investments

All other investments are classified as availaloledale and are carried at fair value. Unrealgaids
and losses other than impairment are taken diréotguity. Upon sale or maturity, the net gaind a
losses are included within the Statement of Congmsive Income. Dividends are recognised in the
Statement of Comprehensive Income when the rigredeive payment has been established.

Financial assets classified asfair value through profit or loss

In-the-money derivatives — derivative instrumerttesed by the group include, from time to timetarest

rate cap and collar arrangements. Charges irvddile of derivative financial instruments are ragegd

in the Statement of Comprehensive Income as theg.ailhe group uses hedging instruments to manage
risk but does not apply hedge accounting.
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m)

p)

Accounting policies (continued)

Financial instruments (continued)

Financial liabilities

Financial liabilities classified as fair value through profit and loss

Out-of-the-money derivatives — derivative instrumseutilised by the group include, from time to time
interest rate cap and collar arrangements. Chaingksr value of derivative financial instrumerdse
recognised in the income statement as they afise. group used hedging instruments to manage usk b
does not apply hedge accounting.

Interest-bearing bank loans and overdrafts arerdecbat the proceeds received, net of direct isssts.
Finance charges, including premiums payable ores@tnt or redemption and direct issue costs, are
accounted for on an accruals basis in profit os lasing the effective interest rate method andcadded

to the carrying amount of the instrument to theeekthat they are not settled in the period in Whiey
arise.

Other financial liabilities

Trade payables and other short-term monetary iigsil are initially recognised at fair value and
subsequently carried at amortised cost using fleetéfe interest method.

Share capital

The company’s ordinary shares are classified astyeqstruments and are recorded at the proceeds
received, net of direct issue costs.

Investments

In the company accounts, investments in subsidiadertakings are stated at cost less any provision
impairment.

Provisions

Provisions are recognised when the group has @&mredbligation as a result of a past event, and it
probable that the group will be required to sdtib obligation. Provisions are measured at thecttirs’
best estimate of the expenditure required to sétdeobligation at the Statement of Financial Poisit
date, and are discounted to present value whereffibet is material.

Dividends

Dividends are recognised when they become legallalple. In the case of interim dividends, this is
when paid. In the case of final dividends, thisvieen approved by the shareholders at the AGM.

Company profit and loss account

As a consolidated statement of comprehensive inasnpeiblished, a separate statement for the parent
company is omitted from the group financial stateteeby virtue of section 408 of the Companies Act
2006. The result of the company in the current pndr year is disclosed in the parent statement of
changed in equity.
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p)

Accounting policies (continued)

Adoption of new revised standards, amendments dninterpretations

New standar ds effective in 2010 and adopted by the group

No new standards that impact the group were adahigdg the year.

New standards and interpretations not yet applied (potentially relevant to the group)

IFRS 9 Financial instruments — Classification arehaurement — Effective for annual periods beginning
on or after 1 January 2013.

IAS 24 Related party disclosures — Revised definitdof related parties — Effective for annual pesiod
beginning on or after 1 January 2011.

IAS 32 Financial instruments: presentation — Ameedis relating to classification of rights issues —
Effective for annual periods beginning on or aftdfebruary 2010.

IFRIC 19 Extinguishing financial liabilities withgaity instruments — Effective for annual periods
beginning on or after 1 July 2010.

General information

International Real Estate Limited is a company ipoocated and domiciled in the United Kingdom.
These consolidated financial statements are prdgdarea group of entities, including Internatiorfieal
Estate Limited and its principal subsidiaries atelil in note 15.

The address of the registered office and pringitede of business in the United Kingdom is statedhe
Company information page and the nature of the gjsoaperations and principal activities are stated
the Directors’ Report. The consolidated finansi@tements have been presented in Euros as tis is
currency of the primary economic environment thatgroup operates in.

Critical accounting judgements and sources of @station uncertainty

In the process of applying the group’s accountiolicpes, which are described in note 1, managermast
made judgements in relation to property valuatioates of deferred tax thereon and provisions which
have a significant effect on the amounts recogniisélde financial statements. Estimates and jucgem
are continually evaluated based on historical égpee and other factors, including expectations of
future events that are believed to be reasonalderuhe circumstances. In the future, actual é&pee
may differ from these estimates and assumptionsthér details are given in notes 13, 18 and 20.
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4 Revenue analysis

For management purposes, there is now one classdef which is investment property.

The group’s operations are now located in Germakllinvestment properties are located in Germany.

The following table provides an analysis of theugre property expenditure and sales by geographical

market, irrespective of the origin of the goods/sms:

Investment Trading Total Investment Trading Total
2010 2010 2010 2009 2009 2009
€000 €000 €000 €000 €000 €000
Belgium - - - - (86) (86)
Germany 2,272 - 2,272 8,775 8,775
2,272 - 2,272 8,775 (86) 8,689
5 Revenue and other (losses)/gains
An analysis of the group’s revenue is as follows: 2010 2009
€000 €000
Investment property rental income 2,272 8,689
Other (losses)/gains
- Gains on sale of investment property 50 229
- Losses on revaluation of investment propertygri3) (4,413) -
- (Loss)/gain on sale of subsidiary companies 342 4,982
- Other (207) 144
(16,813) 5,355
Finance income (note 8) 16,367 2,696
1,826 16,740
6 Operating (loss)/profit
Operating (loss)/profit has been arrived at afterrging: 2010 2009
€000 €000
Operating lease rentals - 70
Staff costs (note 7) 864 983
Auditors’ remuneration - Group audit services 80 75
- Company audit services 16 36
- Taxation services — compliance 26 25
- Taxation services — advisory 5 5
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7 Staff costs

The average number of employees (including exeewirectors) for the group was:

Group
2010 2009
Number Number
Executive directors 2 2
Non-executive directors 1 1
Administration staff 6 6
9 9

The aggregate remuneration for the group comprised: Group
2010 2009
€000 €000
Wages and salaries 763 881
Social security costs 56 57
Other pension costs 45 45
864 983

The group operates a defined contribution pensitverse for one director and one employee within the
group.

Contributions made into this scheme are paid bygtioeip at rates specified in the rules of the sehem
The assets of the scheme are held separately frose tof the group in an independently administered
fund.

Contributions payable by the group during the yamapbunted to €45,000 (2009: €45,000) and have been
recognised in the Consolidated Statement of Congms&tie Income. As at Consolidated Statement of
Financial Position date there were no outstandamgributions (2009: €nil).

The executive directors comprise key managemergopeel of the group and company in both the
current and previous years.

The total amounts for the directors’ remunerati@s\as follows: 2010 2009
€000 €000
Executive directors

Emoluments 389 379
Pension contributions 31 31
420 410

Non-executive directors
Emoluments 11 11
11 11

Emoluments of the highest paid director during year was €225,714 (2009: €239,000) plus pension
contributions of €31,145 (2009: €31,145).
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8

10

Finance income

Other interest
Income on repurchase of bonds

Finance costs

Bank loans and overdrafts

Bond interest

Loss on foreign exchange

Loss on revaluation of interest rate collars
Amortisation of loan issue costs

Tax

Current tax credit/(charge)
Adjustment to prior years
Deferred tax credit/(charge)

Tax credit/(charge) for the year

2010 2009
€000 €000
474 700
15,893 1,996
16,367 2,696
2010 2009
€000 €000
(1,483) (5,537)
- (2,818)
(17) (11)
(108) (1,029)
(800) (241)
(2,408) (9,636)
2010 2009
€000 €000
1 (3)
12 (110)
364 (73)
377 (186)

Corporation tax is calculated at 28% (2009: 28%thefestimated assessable profit/(loss) for the yea

Taxation for other jurisdiction is calculated a ttates prevailing in the respective jurisdictions.

The charge for the year can be reconciled to tes)lprofit per the Consolidated Statement of Cemgnsive

Income as follows:

(Loss)/profit on ordinary activities before tax

Tax on (loss)/profit on ordinary activities at sland rate

Unutilised losses carried forward

Sale of subsidiaries not taxed
Differences between overseas tax rates
Utilisation of overseas losses
Movement in deferred tax

Adjustment in respect of prior year
Non-taxable income

Other adjustments

Tax credit/(charge) for the year
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2010 2009
€000 €000
(3,334) 874
934 (244)
(909) (8)
- 1,733
- (226)
- (1,509)
364 (73)
(12) 110
- 28
- 3
377 (186)
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11

12

Dividends

The board proposes not to pay a final dividendtieryear ended 31 December 2010 (2009: Nil).

Financial instruments

The group is exposed to various types of finanicistrument risk. These risks, and the group’sqiesi
for managing them which have been applied condigtémoughout the year, are set out below.

Market risk

Foreign currency risk

The group’s functional and reporting currency igdsu With the exception of cash deposits of €48,16
(2009: €£67,000), which are denominated in Sterlalbfinancial assets and liabilities are denoneédan
Euros. The group therefore has no material exgasuforeign currency movements.

Interest rate risk

The policy of the group is to ensure that all chalances earn a market rate of interest and thextest
rate exposures are regularly reviewed and managjad tixed rate debt and hedging instruments where
appropriate. There is an interest rate risk oratée bank rate loans.

Non-market risk

Liquidity risk

Bank relationships are maintained to ensure thificent cash and unutilised facilities are aval&ato
the group.

The group’s cash is managed through electronic castagement systems with the group’s clearing bank
to maximise interest earned on its balances. 8itpithe group’s liquidity is managed through regly
updated twelve month cash flow forecasts.

All use of hedging instruments is pre-agreed byhib&rd prior to implementation.
At year end the group held one interest rate s@apq: two).

Credit risk
Credit risk arises principally from the group’sdeareceivables which comprise rents due from tenant
Prior to accepting new tenants a credit check tainéd.

The group has no significant concentration of dreidk, with exposure spread over a large number of
leases.

Interest rate sensitivity analysis

Interest rate sensitivity analysis has been deterthibased on the exposure to interest rates fdr bot
derivatives and non-derivative instruments at ttege®nent of Financial Position date. For floatiate
assets and liabilities, the analysis is preparedirasng the amount of liability outstanding at bakn
sheet date was outstanding for the whole year.

Based on the above assumptions if interest rad&an 0.5% higher/lower and all other variablesewe
held constant, the group’s profit for the year eh@& December 2010 would decrease/increase by €0.03
million (2009: decrease/increase by €0.05 millioihis is mainly attributable to the group’s exp@sto
interest rates on its variable rate borrowings @ash deposits.

-23-



Notes to the financial statements
For the year ended 31 December 2010

12

Financial instruments (continued)
The group’s financial instruments are categorisetbhows:
Financial assets — Group Loans and receivables
2010 2009
€000 €000
Trade receivables 146 651
Cash 1,124 942
1,270 1,593
Financial assets — Company Loans and receivables
2010 2009
€000 €000
Trade receivables 8 7
Cash 40 67
Amounts owed by group undertakings 13,372 13,238
13,420 13,312
The group’s exposure to credit risk from trade nedgles arises in Germany.
The carrying value of the group’s financial assefgresents its maximum credit risk exposure at the
Statement of Financial Position date.
Financial liabilities — Group Measured at fair
Measured at value through
amortised cost profit or loss
2010 2009 2010 2009
€000 €000 €000 €000
Loans and borrowings 25,402 55,557 - -
Bonds - 20,323 - -
Out of the money derivatives - - 15,893 1,996
Other financial liabilities - 8,078 - -
25,402 83,958 15,893 1,996

Financial liabilities — Company
Measured at
amortised cost

Measured at fair
value through
profit or loss

2010 2009 2010 2009
€000 €000 €000 €000
Amounts owed to group undertakings 1,120 1,120 -
Other financial liabilities 82 93 - -
1,202 1,213 - -
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Financial instruments (continued)

There is one interest rate swap that is held oatifig rates. This relates to financial liabilitieith a
notional amount of €5.50 million. The purpose bk tswap is to safeguard against interest rate
fluctuations.

The year end position in relation to financial mstents as shown above was materially represeatativ
the position during the year.

During the year ended 31 December 2010 the grquurebased the senior bonds.

Fair value of financial instruments
The fair values of financial assets and finandailities are determined as follows:

« Interest rate swaps are measured at the preserd ghffuture cash flows estimated and discounted
based on the applicable yield curves derived framted interest rates.

* The fair value of non-derivative financial liabiéis are determined with reference to quoted market
prices. Financial liabilities in this category lide the group’s listed bonds.

» The fair value of other non-derivative financialsets and financial liabilities are determined in
accordance with generally accepted pricing modakset on discounted cash flow analysis using
prices from observable current market transactémmsdealer quotes for similar instruments.

Except as detailed in the following table, the giaig amount of financial assets and financial libs
recorded at amortised cost in the financial statésn@pproximate their fair values:

Financial liabilities Carrying amount Fair value
2010 2009 2010 2009
€000 €000 €000 €000
Borrowings:
Bank loans at fixed interest rates 25,402 55,557 45 55,557
Bonds at fixed interest rates - 20,323 - 20,323
25,402 75,880 25,402 75,880

The following table details the group’s expectediuriy for its non-derivative financial assets. €Th
tables below have been drawn up on the undiscoucatiractual maturities of the financial assets
including interest that will be earned on thosestssexcept where the group anticipates that the fbas
will occur in a different period:

Weighted average

effective interest Less than
rate one month
% €000
2010
Fixed interest rate cash deposits - -
2009
Fixed interest rate cash deposits 0.30 11
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12  Financial instruments (continued)

The following table details the group’s remainingntractual maturity for its derivative and non-
derivative financial liabilities. The tables beldvave been drawn up based on the undiscounted cash
flows of financial liabilities based on the eartieste which the group can be required to pay. tabke
includes both interest and principal cash flows.

Weighted average
effective interest Less than

rate lyear 1-5years 5+ years Total
% €000 €000 €000 €000
2010
Fixed interest rate instruments 5.01 11,283 3,353 9,776 34,412
Variable interest rate instruments - - - - -
5.01 11,283 3,353 19,776 34,412
2009
Fixed interest rate instruments 4,94 16,391 81,956 72,754 171,101

Variable interest rate instruments - - - - -

4.94 16,391 81,956 72,754 171,101

Further details regarding the group’s bank loaesgaren in note 17.

The group manages its capital to ensure that estitithin the group will be able to continue asoing
concern. The capital structure of the group cassid equity, comprising issued share capital and
reserves as disclosed in the Consolidated Statevhé&ttanges in Equity and cash and cash equivalents

13 Investment property and inventories — Group 2010 2009
€000 €000
Fair value
At 1 January 93,113 177,406
Additions during the year — refurbishment expernditu 204 160
Disposals during the year resulting from finana@ests - (613)
Disposals during the year — selling participations (47,207) (83,762)
Disposals during the year — other (930) (78)
Decrease in fair value during the year (4,413) -
At 31 December 40,767 93,113

The fair value of the group’s investment propermytfolio at 31 December 2010 has been assessdteby t
directors having regard, where available, to pifesal valuations commissioned in previous years
updated by the Directors to reflect current madatditions and, where available, recent transastion
comparable properties.
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14

15

Investment property and inventories — Group (cotinued)
All investment properties represent freehold indese
The group has pledged the majority of its investnpeaperties to secure bank borrowings.

The property rental income earned by the group fitsrmvestment properties, all of which is leased
under operating leases, amounting to €2.27 mil[R09: €8.69 million).

At 31 December 2010 the group had outstanding @&@ambommitments in relation to ongoing
refurbishment programmes of €0.01 million (2009:1€0million).

Subsidiaries — Company 2010 2009
€000 €000
Cost at 1 January and 31 December 722 722
Provisions at 1 January and 31 December (141) (141)
Net book value at 31 December 581 581

Subsidiaries - Company

The company'’s principal subsidiaries at 31 Decendldd0 were as follows:

Percentage Country of
Nature of shareholding of incorporation/
business ordinary shares operation
Touquet Europe BV Holding company 100 Netherlands
IRE European Property Holding BV Holding company 010 Netherlands
IRE German Property Holding BV Holding company 100 Netherlands
German Property | BV Property investment 100 Ndémets
IRE 7 Immobilien GmbH Property investment 100 Gampna
IRE Asset Management Germany GmbH  Asset management 100 Germany

The investments in Touquet Europe BV and IRE Eunageroperty Holding BV are held directly by the
parent company. All other investments are held-@udy through subsidiaries.

The parent company has four dormant subsidiarias ahe in the process of being struck off in early
2011.
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Trade and other receivables Group Company
2010 2009 2010 2009
€000 €000 €000 €000
Amounts falling due within one year
Trade receivables 268 1,062 8 7
Provision for impairment (122) (411) - -
146 651 8 7
Amounts owed by group undertakings - - 13,372 18,23
Other debtors 141 5,779 11 9
Prepayments 282 437 - 13
569 6,867 13,391 13,267

Amounts owed by group undertakings bear interes.a% (2009: 5.3%). During the year interest
charged totalled €0.70 million (2009: €0.68 milljon

As at 31 December 2010 trade receivables of €0illlom(2009: €0.51 million) were past due but not
impaired. They relate to tenants with no defaidtdry. The ageing analysis of these receivaldessi
follows:

Group Company
2010 2009 2010 2009
€000 €000 €000 €000
Up to three months 73 342 - -
Three to six months 34 172 - -
Six to 12 months 39 - - -
146 514 - -

As at 31 December 2010 trade receivables of €0.lllbbm(2009: €0.41 million) were past due and
impaired. The amount of the provision as at 31dbdwer 2010 was €0.12 million (2009: €0.41 million).

Group Company
2010 2009 2010 2009
€000 €000 €000 €000
Up to three months 9 - - -
Three to six months 7 52 - -
Six to 12 months 106 359 - -
122 411 - -
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17  Bank overdrafts and loans — Group 2010 2009
€000 €000

Bank loans 25,402 55,557

25,402 55,557

The borrowings are repayable as follows: 2010 2009
€000 €000

On demand or within one year 10,009 113
In the second year 459 5,459
In the third to fifth years inclusive 1,526 27,293
After five years 13,408 22,692

25,402 55,557

Less: Amount due for settlement within 12 months (10,009) (113)
Amount due for settlement after 12 months 15,393 55,444

The weighted average interest rates paid werellasvio 2010 2009
% %

Bank loans 5.01 4.94

Bank loans at 31 December 2010 and 2009 are adaidixed rates.
The weighted average period for which interestsrate fixed is 10 years (2009: 10 years).
All loans are secured over the properties to wthdy relate.

At 31 December 2010 the group had 10 principal blmaks (2009: 10). The principal features of these
borrowings are disclosed below. Loans with idemttfeatures have been aggregated for the purpostssof

disclosure.
2010 2009
Principal Term Interest Principal Term Interest

€000 years rate % €000 years rate %
11,753 10 4.950 12,169 10 4.950
- - - 15,802 10 4.360
- - - 5,023 10 5.270
- - - 8,553 10 5.570
5,508 10 5.207 5,656 10 5.207
813 10 5.600 835 10 5.600
5014 10 4.930 5,145 10 4.930
1,009 10 4.808 1,035 10 4.808
663 26 4.720 680 26 4,720
642 30 5.050 659 30 5.050

25,402 55,557
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19

Deferred tax

The following are the major deferred tax liabilgiand assets

thereon during the current and prior reporting qukri

At 1 January 2009
Credit to income on property sales in year

At 1 January 2010
Credit to income on property sales in year

At 31 December 2010

recognised by the group and movements

Revaluation
investment
properties
€000

1,731
(552)

1,179
(540)

639

As per the latest filed tax return, the group aathgany had estimated unused United Kingdom capital
tax losses amounting to €3.22 million (2009: €4nfiBion). In addition, the group had unused ovesse
losses of €10.26 million (2009: €6.41 million). Meferred tax asset has been recognised in reletion
these losses due to uncertainty over the timirengffuture reversal.

Current liabilities Group Company

2010 2009 2010 2009

€000 €000 €000 €000
Bank loans and overdrafts (note 17) 10,009 113 - -
Amounts owed to group undertakings - - 1,120 1,120
Amounts owed to related parties (note 24) 993 - - -
Corporation tax - 210 - -
Social security and other taxes 43 54 28 28
Other creditors 479 3,066 19 22
Provisions (note 20) - 750 - -
Accruals and deferred income 1,606 3,528 35 43

13,130 7,721 1,202 1,213

Included in other creditors is deferred consideratf out of the money derivatives at fair valu€at42

million (2009: €2.00 million) in relation to SWARyjeeements.
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21

22

Provisions 2010
€000
At 1 January 750

Utilisation of provision (part of sold participatip (750)

At 31 December -

Provisions represent the management’s best essniadsed on past experience, of the group’s ltgbili
for guarantees and commitments granted in relatdqoroperty disposals in prior years. Such prawisi
relate to agreed refurbishment works, rental guass) legal costs, environmental and other obbgati

There are a number of inherent estimation unceiaim determining the appropriate level of provis,
including matters such as timing and extent ofnl@&ihment required and level of lettings achieved.

Share capital

2010 2009
Authorised
30,000,000 Ordinary shares at 40p each (2009: BM00) £12,000,000 £12,000,000
Issued and fully paid
6,927,446 Ordinary shares at 40p each €4,408,430 ,4084130
Notes to the cash flow statement

2010 2009
Group €000 €000
(Loss)/profit for the year (2,957) 688
Adjustments for:
Decrease in fair value of investment properties 13,4 -
Decrease in provisions (750) (250)
Finance income (16,367) (700)
Finance costs 2,408 7,640
Tax (credit)/charge (377) 186
Gains on sale of investment property (50) (33)
Loss/(gains) on sale of group companies 12,343 (4,982)
Operating cash flows before movements in workingjteh (1,337) 2,549
Decrease in inventories - 4,380
Decrease/(increase) in receivables 6,298 (1,745)
Decrease in payables (3,527) (5,284)
Cash generated/(used) from operations 1,434 (100)
Income taxes paid (297) (113)
Net cash flow from operating activities 1,237 (213)
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22 Notes to the cash flow statement (continued)

2010 2009
b) Company €000 €000
Profit/(loss) for the year 108 (32)
Adjustments for:
Finance income (688) (694)
Finance cost - 5
Operating cash flows before movements in workirngjteés (580) (721)
Increase in receivables (124) (315)
Decrease in payables (12) (46)
Net cash flow from operating activities (715) (1,082)

23  Lease Arrangements
Operating leases

The group as lessor
Property rental income earned during the year \2a&7#&million (2009: €8.69 million).

At the Statement of Financial Position date, thmugrhad contracted with its commercial tenantgHer
following future minimum lease payments under naneellable operating leases:

2010 2009

€000 €000

Within one year 314 1,556
In two to five years inclusive 658 1,576
After five years 27 60
999 3,192

In addition to the future minimum lease paymentswsh above, at the Statement of Financial Position
date, the group had cancellable lease arrangemht#s residential tenants. Based on the curievrd!

of lettings remaining stable, these arrangememt®gpected to generate rental income of approxlynate
€1.00 million in the year ended 31 December 20DD92€3.19 million).
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25

Related party transactions

At the year end the group had the following loatabees from related parties. These are relatedepart
by virtue of the fact they are indirectly beneflgiaontrolled by the family of Rolf L Nordstrom.

2010 2009

€000 €000

IT Tower Conference & Services SPRL 30 -
Flyco N.V. 963 -
993 -

The amount of €0.03 million has been repaid bybéginning of 2011.

Controlling party

The controlling party is Jermyn Business Ltd, a pany indirectly beneficially controlled by the fdyni
of Rolf L Nordstrom.

Rolf L Nordstrém has no direct or indirect ownepshbf Jermyn Business Ltd.
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