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Asset management (property management)

Reported period:
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The Report includes the consolidated management report for 2013 Q4, the Consolidated
Balance Sheet in line with the International Financial Reporting Standards (IFRS), the Profit
and Loss Report, as well as the non-consolidated report prepared in accordance with the
Hungarian Accounting Act and the accompanying evaluations.

CONTENT OF THE REPORT
•
•
•
•
•
•
•

Holding introduction
Summary of Appeninn Holding Nyrt.’s activities for 2013
Events after the reported period
Objectives and Strategy
Main resources, risk factors and their changes, uncertainties
Consolidated balance sheet according to IFRS accounting principles
General information pertaining to the financial data

1

HOLDING INTRODUCTION
Company affiliates at the end of the reported period and Company’s stake in percentage are
as follows:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Ady-Center Kft. (100%)
Appeninn-Bp1047 Zrt. (100%)
Appeninn E-Office Zrt. (100%)
Appeninn-Logisztika Zrt. (100%)
Appeninn-Solaris Zrt. (100%)
BERTEX Zrt. (100%)
Curlington Kft. (100%)
CW Properties Kft. (50%)
K85 Ingatlanhasznosító Kft. (100%)
Kranservice Zrt. (100%)
Mikepércsi út 132 Ingatlanhasznosító Kft. (100%)
WBO Zrt. (100%)
W-GO 2000 Zrt. (100%)
Szent László Téri Szolgáltató Ház Kft. (100%)

The structure of Company group activities:
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SUMMARY OF APPENINN HOLDING NYRT.’S ACTIVITIES FOR 2013 Q4
According to the Company’s flash report prepared in accordance with the IFRS the
Appeninn Holding’s consolidated rental fee revenue for the fourth quarter of 2013
grew by 15% to EUR 5.4 million. The consolidated net rental revenue reduced with the
direct costs reached around EUR 3.4 million and a 24.4% growth, compared with the
previous year. The Company’s profit after tax was EUR 1.5 million.

The dynamic growth in Company revenues can be traced back to the following reasons:
• The occupancy rate of the property portfolio managed by Appeninn Nyrt. stood
firmly above 95%, which is highly above the market average.
• The Company could manage the properties acquired last year with an
occupancy rate similar to other Company properties acquired earlier. The total
property asset of the Company is more than 63 000 square metres.
The majority of the Company’s financing, revenues and property appraisal carried out each
year denominated in Euro, therefore the Profit and Loss Report and the Company’s Balance
Sheet hereinafter will be denominated in Euros as well.
Rental revenue provides around 94% of the Company’s revenue, and it increased by
17% compared with the last quarter of the previous year and it reached EUR 5.1
million.
In addition to the property portfolio expansion it is also important for the Appeninn Nyrt. to
further improve the Company’s operational efficiency. The EBITDA of the Company
improved even further: it was 18% higher than in the same period of the previous year,
and by the end of the year it reached EUR 3.1 million.
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The operating profit of the Appeninn Nyrt. at the end of 2013 Q4 was EUR 2.6 million,
10% higher than the operating profit for the same quarter in the previous year. The
property portfolio revaluation decreased the profit before tax by EUR 327 000, and the loanrelated non-realised translation difference increased it by EUR 466 000.
In light of this, the Company’s profit before tax increased by 48% to EUR 1.8 million
from EUR 1.2 million compared with the same period in the previous year. Profit after
tax increased more than 60%, and it was EUR 1.5 million. The profit per owners
increased to EUR 1.49 million from EUR 919 000 in 2012 Q4.

Due to the restructuring of the HUF 10 billion Company group’s credit portfolio the interests
on the liabilities decreased significantly, and all loan maturity was unified for a 10-year long
tenor, which boosted the Company’s financial stability and profit generating capacity. The
portfolio elements belonging to one creditor were unified under the Appeninn E-Office Zrt.
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last year, which resulted in increased efficiency and a reduction in the Company group’s
expenses.
The Company – with a stronghold in the Category B office building market in Budapest –
completed the energy efficiency check of its property portfolio. The energy efficiency
boosting investments to be realised following it will be launched in 2014 in order to increase
operational efficiency of the office building property portfolio and the company’s mid-term
profitability.
The Holding continues to look for properties that are adequately priced, can generate stable
revenues, are in a good location and belong to the targeted market segment, in line with the
company’s acquisition strategy.
In regards to the IFRS reports on the Company’s activity, the highlights in the real estate industry
affecting the Company the most were as follows:
o

o

o

According to the International Financial Reporting Standards, the properties acquired during
the year, and the performance of the owner Company shall be calculated into the consolidated
report only from the time of the acquisition.
According to the IFRS the revaluation of properties registered in a foreign currency must be
regularly performed, because the difference resulting from the currency exchange rate
changes can modify the profit. In 2013 Q4 it meant that compared with the 2013 Q3 Euro
exchange rate at HUF 298.48, on the property portfolio registered in EUR and evaluated at a
HUF 296.61 exchange rate a EUR 327 000 FX rate loss was generated on the closing day
that had an adverse effect of the interim results.
Due to the foreign exchange rate changes of the bank loans, the Company had a non-realised
revaluation profit of EUR 466 000 in this period.
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CAPITAL CHANGES IN THE REPORTED PERIOD
At the Annual General Meeting on 12 April 2013 the Company decided to increase its share
capital by HUF 400 million, raising it from HUF 3.250 million to HUF 3,650 million. The court
registration and the dematerialisation of shares were completed in the fourth quarter of 2013.
The share capital increase took place through a private placement of new shares, in the
course of which the Company issued 4,000,000 (four million) dematerialised registered
ordinary shares (hereinafter: shares) of HUF 100 (one hundred forints) nominal value, with a
share series number identical to the already traded ordinary shares. The shares were issued
against a HUF 1,200 million non-cash contribution, and the issue price of the shares is HUF
300 each.

EVENTS AFTER THE REPORTED PERIOD
•

The Extraordinary General Meeting held on 17 January 2014 authorised the Board of
Directors to continue the share capital increase in the next five years if the growth
plans support it. The General Meeting’s authorisation valid until 2019 provides a HUF
10 billion ceiling for the share capital increase. Pursuant to this resolution, the Board
of Directors can increase the Appeninn Vagyonkezelő Holding Nyrt.’s share capital
according to the given financial circumstances of the Company, and thus ensure a full
spectrum of financing opportunities in order to support further growth for the
Company.

•

The Company shall proceed with preparations regarding the purchase of portfolio
elements that are line with the Company’s acquisition strategy, primarily in the office
building market as well as in the industrial and logistics properties segment.
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OBJECTIVES AND STRATEGY
Property management – office building market
As laid out in its strategy, the Appeninn Holding primarily focuses on niche market segments
in which low-cost assets promising high yields through professional operation can be
acquired and held onto as medium and long-term investments. The company groups’
property assets mostly consist of office buildings in Budapest, but the Appeninn Holding
acquires logistics and industrial properties in the whole territory of Hungary. Due to the
acquisitions of the last three years, the development of the Company shows a continuously
increasing trend.
In addition to maintaining an advantageous occupancy rate regarding the office buildings on
the company portfolio, it is very important for the Appeninn Nyrt. to meet tenants’
expectations regarding service and to maintain operational efficiency. The adequate location
of the properties and the Company’s rental policy ensure an outstanding price/value ratio and
a consolidated occupancy rate higher than 95%, which is well above the average.
The main expectations regarding Category B office buildings are the following: good location,
accessibility, advantageous facilities, all of which are taken into consideration when the
Company acquires new property. The Company group owns the different properties through
the affiliates, and it provides centralised operation services (accounting, finances,
maintenance) through the Holding’s companies. The Company finds it challenging to
counterbalance the effects of the adverse economic situation on the tenants, but a reduction
in the operational costs meets tenants’ expectations for reduced utility expenses. Therefore,
there is no pressure on the Company to reduce rental fees.

Property management – city logistics
At the end of 2010 the Company made a more determined move towards the warehouses
and industrial property market. In a number of steps it expanded the Company portfolio at a
fast pace, and consequently created a stable second pillar for the Holding besides the office
building market. The entrance to the new market segment followed the basic principles
applied in the office building market: the objective was to acquire and operate properties with
an above average occupancy rate that generates shareholders’ dividend at the same time.
The Appeninn Nyrt. in this market segment successfully obtained a high occupancy rate for
the portfolio assets, and the company has an active portfolio management activity in order to
optimise the portfolio’s structure.

Leasing out special industrial vehicles
The Kranservice Zrt. obtained a unique position in the Hungarian special vehicles’ market
through the leasing out of mobile telescopic cranes. The company aims to use its resources
efficiently in order to best exploit the existing capacities.
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MAIN RESOURCES, RISK FACTORS AND THEIR CHANGES, UNCERTAINTIES
Strengths
The Company can provide flexible, customer-oriented and cost-efficient property
management at a high level;
There is no significant competition from the rivals in the area of expertise and
technical standard;
Stable operations due to the volume of the property portfolio and the average tenant
size;
Considerable competitive advantage in market acquisition and market retaining;
Well-above average professional competences in the Category B office market
segment;
The financing structures is in line with the Company’s incomes;
The rental fees are denominated in Euro, while the operational costs are
denominated in Forint;
The Company has a balanced equity and liabilities structure.
Weaknesses
It must be ensured that the corporate structure and the internal resources can keep
up with the growing demands (in the area of HR and customer care) and fast growth;
Predicting occupancy rate is difficult in case of newly acquired properties. It requires
resources, and accumulating reserves for this purpose might be necessary.
Opportunities
The acquisition of significantly underpriced properties in the niche market segments;
Stabilisation of the Hungarian real estate market in 2013;
Small and medium-size enterprises primarily look for Category B offices;
Fixing the FX rate of the Swiss Franc to the Euro resulted in enhanced predictability.
Threats
The financial problems of the Eurozone have not been fully dealt with;
In general, tenants’ debts could increase at a sudden drop of the HUF exchange rate.
Deposits could nevertheless provide an adequate guarantee to manage eventual
tenants’ debt.

Financial risks
The treasury function of the Appeninn Nyrt. co-ordinates the financial markets participation in
accordance with the Company’s interests. The risks that occur during the Company’s activity
are analysed according to deals and segments. Among the examined risks there are market
risks (such as FX risks, real value interest risks and price risks), loan risks, payment risks
and cash flow interest risks. The Appeninn Nyrt. seeks to mitigate the effect of these risks.
The Company does not engage in a financial construction for speculative purposes.
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Market risks
Resulting from its core activity the investments of Appeninn Nyrt. do not directly influence
price generation. In the reported year the Appeninn Nyrt. experienced a drop in market
demand, which was primarily due to adverse changes in the economy. Financing the
Company’s business activities mainly consists of risks resulting from foreign exchange rate
changes and interest risks. Besides the base interest rate for the Hungarian forint, the CHF
and EUR base rates are important; and the foreign exchange rates to be taken into
consideration are the CHF and EUR exchange rates.
Management of FX risks
The FX based investment loans of the Appeninn Nyrt. are primarily denominated in CHF and
a small part in Euro, therefore these have a significant impact on the Company assets. The
Appeninn Nyrt. continuously and successfully aims to convert the Company’s loan structure
into Euro, in order to keep the right balance between the rental fee incomes and Company
financing. For investment loans evaluated on the closing day’s FX rate, provisions
appropriate to the ratio of the time elapsed between the borrowing and the loan’s maturity
date in proportion of the amount of unrealized exchange losses recorded as deferred
cumulative expenditures are entered into the books. Any other expenses that occurred in a
foreign currency are calculated with the exchange rate of the closing day as unrealised
exchange loss expenditure.
Guarantees
The assets (properties) purchased from the investment loans are mortgaged. The creditor
has contractual rights to exercise his ownership rights in the event the mortgage taker
breaches his contractual obligations, e.g. through non-payment of the debt services
stipulated in the contract.
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FINANCIAL FIGURES – CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS REPORT
BALANCE SHEET
data in EUR
Consolidated statem ents of financial position - Assets
Goodw ill
Other intangible assets
Investment properties
Property, plants and equipments
Deferred tax assets
Investments in associates
Non-current assets

2013.12.31

2012.12.31

8 081 258
14 577
64 360 000
837 954
361 008
5 052
73 659 849

6 783 518
21 635
57 990 000
1 046 764
397 223
0
66 239 140

Inventories
Trade and other receivables
Prepayments and accrued income
Cash and cash equivalents
Current assets

3 941
1 356 081
37 011
629 790
2 026 823

13 310
1 526 115
139 153
1 014 230
2 692 808

Assets classified as held for sale
Total assets

77 815
75 764 487

210 443
69 142 391

Consolidated statem ents of financial position -

Equity and liabilities

2013.12.31

2012.12.31

Issued capital
Other reserves
Treasury shares
Retained earnings
Shareholder's equity
Non-controlling interests
Total equity and reserves

11 850 483
10 899 163
-2 792 588
1 957 799
21 914 857
0
21 914 857

10 503 273
8 241 850
-3 068 046
-64 441
15 612 636
404 133
16 016 769

Long-term loans
Deposits from tenants
Finance lease liabilities
Deferred tax liabilities
Total non-current liabilities

45 815 498
632 215
1 720 929
2 407 565
50 576 207

44 505 170
513 142
1 834 268
1 939 946
48 792 526

Trade and other payables

860 386

677 180

1 205 486
189 647
75 770
942 134
3 273 423

2 249 967
171 681
369 453
864 815
4 333 096

Total liabilities

53 849 630

53 125 622

Total equity and liabilities

75 764 487

69 142 391

Short-term loan
Current tax liability
Short-term finance lease liabilities
Deferred revenue and accrued expense
Total current liabilities
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PROFT AND LOSS REPORT
data in EUR
Consolidated statem ent of profit or loss and other com prehensive
incom e
Property rental revenue
Property related expense
Vehicle lease revenue
Vehicle lease related expense
Net rental revenue

2013.

2012.

5 083 611
-1 819 642
344 825
-190 213
3 418 581

4 357 356
-1 706 892
346 437
-248 521
2 748 380

-367 334
-40 911
104 557

-285 440
-64 477
231 731

3 114 893

2 630 194

-486 626
-13 651

-221 127
-32 039

2 614 616

2 377 028

-185 864
326 946
38 561

37 195
-2 884 130
738 729

61 625
-1 488 650
466 234

78 529
-1 416 208
2 307 802

1 833 468

1 238 945

Income tax expense

-332 791

-304 984

Profit for the year

1 500 677

933 961

Other com prehensive incom e
Exchange differences on translating operations

0

-15 363

Other com prehensive incom e, net of taxes

0

-15 363

1 500 677

918 598

1 492 115
8 562

1 127 120
-208 522

Earnings per share (EUR cent/pcs)

5

4

Diluted earnings per share (EUR cent/pcs)

5

4

60

48

Administration expense
Employee related expense
Other income/(expense)
Gross operating profit (EBITDA)
Impairment of goodw ill
Depreciation and amortization
Operating profit (EBIT)
Gain recognised on disposal of investment properties
Net result from the revaluation of investment properties
Badw ill related to acquisitions
Interest income
Interest expense
Other financial income/(expense)
Profit before tax

TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Attributable to:
Ow ners of the Company
Non-controlling interest

Long-term net asset value per share
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CHANGES IN EQUITY AND RESERVES

Translatio
n reserve

Attributable
to the
Ow ners of
the Parent

Treasury
shares

-1 175 763

-1 052 973 13 000 397

Total equity
and
reserves

Other
reserve

Balance at 1 January 2012

9 679 700

4 679 221

Prior year adjustments

0

31 165

0

-31 165

0

0

0

0

Profit for the year

0

0

0

1 142 486

0

1 142 486

-208 525

933 961

823 573

870 212

Retained
earnings

Noncontrolling
interests

data in EUR

Share
capital

646 234 13 646 631

Total comprehensive income for the year

Issue of ordinary shares w ith premium

2 676 615

0

0

0

3 500 188

0

3 500 188

Non-controlling interests arising on current year acquisitions
0

0

0

0

0

0

-33 576

-33 576

Translation difference

0

0

-15 363

0

0

-15 363

0

-15 363

Purchase of treasury shares

0

0

0

0

-6 664 765

-6 664 765

0

-6 664 765

Sale of treasury shares

0

0

0

0

4 649 693

4 649 693

0

4 649 693

10 503 273

7 387 001

854 849

-64 441

Balance at 31 January 2012

-3 068 046 15 612 636

404 133 16 016 769

Total comprehensive income for the year
Profit for the year

0

0

0

1 492 115

0

1 492 115

8 561

1 500 676

1 347 210

2 694 365

0

0

0

4 041 574

0

4 041 574

Purchasing of minority interest

0

0

0

1 089 635

0

1 089 635

-449 747

639 888

Translation reserve effect of the elimination
of non-controlling interest

0

0

-37 052

0

0

-37 052

37 052

0

Translation difference

0

0

0

0

0

0

0

0

Purchase of treasury shares

0

0

0

0

-4 111 414

-4 111 414

0

-4 111 414

Sale of treasury shares

0

0

0

-559 509

4 386 872

3 827 363

0

3 827 363

11 850 483 10 081 366

817 797

1 957 799

Issue of ordinary shares w ith premium

Balance at 31 Decem ber 2013

-2 792 588 21 914 857

0 21 914 857
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PROPOSAL

The Board of Directors recommends that the General Meeting approve the 2013
consolidated reports prepared in line with the International Financial Reporting Standards
and the non-consolidated reports prepared in line with the Hungarian Accounting Act.
Furthermore, the Board of Directors proposes the Company not to pay dividends from the
HUF 219,075 thousand profits for the year and include this amount in the Company’s
retained earnings.
Budapest, 26 February 2014

Appeninn Vagyonkezelő Holding Nyrt.
György Károly
György Ádámosi
Chairman of the
member of the Board of Directors
Board of Directors
Chairman of the Audit Committee

Appendix:
The (non-consolidated) report of the Appeninn Nyrt. on 2013 prepared in accordance with
the Hungarian Accounting Act
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