


IGD SlIQ
ANNUAL REPORT 2019

IMMOBILIARE GRANDE DISTRIBUZIONE
SOCIETA’ DI INVESTIMENTO IMMOBILIARE QUOTATA S.P.A.

Registered office in Bologna, Via Trattati Comunitari Europeil957-2007 n.13,
VAT, Bologha Company Register no. 00397420399
Bologna Chamber of Commerce Registration no. 458582
Share capital subscribed and paid-in: € 650,000,000.00

The IGD Group and IGD Siiq S.p.A.:
2019 Annual Report



// INDEX

IGD SlIQ

ANNUAL REPORT 2019

THE IGD GROUP

1.1
1.2

121
1.2.2
1.2.3

1.2.4

1.3

Letter to the Shareholders

Corporate and Supervisory Bodies
- Summary

Shareholders
Board of Directors

Functioning of the Board
of Directors

Control and Risk Management
System - About the Committees

Group Highlights

DIRECTORS’ REPORT

21
211
2.2
2.21
222

2.3
2.4
2.5
2.6
261
2.6.2

26.21
2622
2.7

2.8

2.9

2.10

2101
210.2

210.3

2.1
212

2121
212.2
212.3

The IGD Group

Our activities
Perfomance in 2019
Income statement review

Statement of financial position and
financial review

EPRA Performance Indicators
The Stock

Significant events

The Real Estate Portfolio

The Real Estate Portfolio

Analysis by asset class of the
freehold Portfolio

taly
Romania

Appraisals of the indipendent
experts

The SIIQ Regulatory Environment
and Information on the Company’s
Compliance

Organization and Human
Resources

Sustainability: strategy and
performance 2019

The material issues

Sustainability Targets (connected to
planning)

The related Risks and the policies /
actions

Outlook

IGD SIIQ SPA’s and the Group’s
Primary Risks and Uncertainties

Strategic Risks
Operational Risks

Compliance Risk

n IGD SIlQ S.P.A. - ANNUAL REPORT 2019

13

13
14
15

15

16

20
21

24
24
35

39
45
50
56
60
70

70
72
75

109

12

116

116
17

18

19
119

119
122
124

212.4
2,13

2.14
2.15
2.16
217

Financial Risks

Intercompany and related party
transactions

Treasury shares

Research and development
Significant transactions
Comment on the Parent

Company’s financial and economic
performance

126
128

128
129
129
129

REPORT ON CORPORATE GOVERNANCE
AND OWNERSHIP STRUCTURE

3.1

3.2

3.3

3.4

3.4.1

3.4.2

3.4.3

3.4.4
3.4.5
3.4.6
3.4.7
3.5

3.6

3.7

3.8
3.9
3.10
3.1

3011

31.2

311.3

3114
3115

Company profile

Information on ownership stucture
(pursuant to Art. 123-bis, par. 1,
TUF) as at 27 February 2020

Compliance (pursuant to Art. 123-
bis, par. 2, lett. a), TUF)

Board of Directors

Appointment and replacement
(pursuant to Art. 123-bis, para. 1,
lett. I), TUF)

Composition (pursuant to Art. 123-
bis, paragraph 2, lett. d) and d-bis),
TUF)

Role and functions of the Board of
Directors (pursuant to Art. 123-bis,
par 2, lett. d) TUF)

Executive Directors

Other Executive Directors
Indipendent Directors

Lead Indipendent Director

Treatment of Corporate
information

Board committees (pursuant to
Art. 123-bis, par. 2, lett. d), TUF)

Nominations and compensation
committee

Directors’ remuneration
Chairman’s committee
Control and Risk committee

Internal control and Risk
management system

Director in charge of the internal
control and Risk management
system

Head of internal Audit

Decree 231/2001 organizational
model

External auditors

Financial reporting officer

133

134

137

138

138

139

143

149
151
151
152
153

154

155

157
157
158
160

166

167

167

168
168

3.11.6

3.12

3.13

3.14

3.15

3.16

3.17

3.18
3.19

Coordination of the internal contol
and Risk management system
personnel

Directors’ interests and
transactions with related parties

Appointment of the statuatory
auditors

Composition and role the Board
of statuatory auditors (pursuant to
Art. 123-bis, par. 2 d) of TUF)

Relations with shareholders

Shareholders’ meetings (pursuant
to Art. 123-bis, par. 2, letter ¢) TUF)

Additional Corporate Governance
practices (pursuant to Art. 123-bis,
par. 2, lett. a) TUF)

Subsequent events

Comments on the letter dated 19
December 2019 received from the
Chairman of the italian Corporate
Governance committee

Tables

169

170

172

173

175

176

177

177
177

178

IGD GROUP: CONSOLIDATED FINANCIAL

STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2019

4.1
4.2

4.3

4.4

4.5

4.6
4.7
4.8

4.9

4.10

4n

Consolidated income statement

Consolidated statement of
comprehensive income

Consolidated statement of
financial position

Consolidated statement of changes
in equity

Consolidated statement of cash
flows

Notes to the financial statements
Management and coordination

List of significant equity
investments

Information pursuant to Art.
149-duodecies of Consob’s
regulations for issuers

Certification of the consolidated
financial statements

External Auditors’ Report

IGD SIIQ S.P.A. DRAFT SEPARATE
FINANCIAL STATEMENTS
AT 31 DECEMBER 2019

5.1
5.2

5.3

Income statement

Statement of comprehensive
income

Statement of financial position

188
190

191

193

195

197
297
298

299

300

301

310
3n

312

5.4 Statement of changes in equity

5.5 Statement of cash flows

5.6 Notes to the financial statements

5.7 Proposal to approve the financial
statements, allocate the net profit
and distribute dividends

5.8 Management and coordination

5.9 Information pursuant to Art.
149-duodecies of Consob’s
regulations for issuers

5.10 Certifications of the Separate
Financial Statements

5.1 Attachments

5.12 External Auditors and Report

5.13 Report of the Board of Statuatory
Auditors

GLOSSARY

6 Glossary

314
316
318
409

410

41

412

413
416
422

442



n IGD SllQ S.P.A. - ANNUAL REPORT 2019




IGD GROUP
11LETTER TO THE SHAREHOLDERS

IGD GROUP
1TLETTER TO THE SHAREHOLDERS

1. IGD GROUP
1.1 // Letter to the Shareholders

Dear Shareholders,

2019 was the first year of the three-year Business Plan
2019-2021. Aware of the challenging path we have under-
taken in a weak global environment and an increasingly
complex scenario for retail, in this first year we completed
a significant number of investment projects and finalized
a series of debt optimization transactions which have put
us in a position to benefit as quickly as possible from the
growth in FFO that these initiatives should trigger.

After a decade of intense growth fueled by new openings
and acquisitions which resulted in buoyant growth rates in
rental income and FFO, today we are working on conso-
lidation which will lead to solid and sustainable growth,
albeit at different rates than in the past.

> In 2019 our operating performance, specifically
FFO, was in line with our guidance, while property
values fell slightly due to the market conditions.

The main performance indicators in the 2019 Annual Re-
port confirm IGD’s ability to achieve positive results even
in the face of modest economic growth in Italy. ISTAT
estimates GDP growth of +0.2% YoY. Funds from Ope-
rations, in fact, grew 4.5%, to €83.3 million. This figure is
in line with the guidance disclosed last August when we
forecast an increase in FFO of between 4% and 5% YoY.

Core business EBITDA rose 10.1% in 2019 to €125.2 mil-
lion (net the effects of IFRS16'the figure comes to €114.9
million, +1.0%), driven by rental income which rose 2.3%.
The EBITDA Margin was 56 basis points higher than in
2018, coming in at 77.5%, with the margin for the freehold
portfolio reaching almost 80%.

At year-end 2019 the Fair Value of IGD SIIQ’s real estate
portfolio came to €2,381 million, a drop of 1.27% compa-
red to year-end 2018 based on the independent apprai-
sals. In ltaly the hypermarkets were 0.34% lower, while
malls dropped by 1.16%.

The Loan-to-Value, which came to 47.6%, remains steady,
as does the Interest Cover Ratio (interest expense as a

percentage of earnings) which reached 3.8x2, while net
financial expense amounted to €36.8 million in 2019. This
figure, net of the accounting impact of the last bond issue
and restated in accordance with IFRS16 (€31.4 million),
was 3.4% lower than in 2018. The negative carry linked
to the refinancing of future maturities also had an impact
of around €0.3 million. The Business Plan calls for a Lo-
an-to-Value of below 45% by year-end 2021.

The €31.5 million decrease in adjusted net profit posted
in 2019 is, therefore, largely linked to the year-end pro-
perty valuations: write-downs and fair value adjustmen-
ts showed a negative balance of €60.9 million! in 2019
versus €30.2 million in 2018. If you consider that the IGD
Group’s real estate portfolio is valued at more than €2.4
billion, the impact of the fair value adjustment is, in reality,
quite modest.

> The new rules of the game: invest in order to
have quality occupancy

Overall IGD’s real estate portfolio has proven to be solid
even in light of the slight, but generalized, increase in the
cap rates used by the four independent appraisers and
despite a series of investments made in order to maintain
the high quality and appeal of the assets which do not
translate immediately into higher rents.

In a challenging business environment, IGD benefits from
the fact that in the past the company invested consistent-
ly in the quality and appeal of its assets and will continue
to do so going forward. While in the short term the va-
luations may be lower, in the long term IGD will reap the
benefits of a portfolio with sustainable revenue which,
thanks to the innovations introduced and the continuo-
us quest for operating excellence, will maintain a highly
competitive position in the reference catchment areas
and deep roots in the local community.

Given the focus on quality occupancy, IGD believes that it
is imperative to continue to have shopping centers which
meet the highest environmental and safety standards,
which are also welcoming and innovative, capable of
providing shoppers with an appealing commercial offe-

1. For the sake of comparison, some of the 2019 figures were restated excluding application of IFRSI6 which took

effect on 1 January 20]19.

2. Net the impact of the latest financing transaction; with these effects the figure reaches 3.4X (adj. IFRS16 around

3.3X).
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ring, even though it may not always translate into higher
rental income.

Part of the flexibility in asset management and commer-
cial policies called for today stems from the changing ne-
eds and lack of interest in large spaces. What we have
seen today, consistent with sector trends, is that retailers
need less space than in the past, while the experience
that a shopping center provides is extremely important.
E-commerce also impacts the business dynamics resul-
ting in shorter life cycles for retail spaces and rapidly
changing needs.

While not all retailers have resolved the issue of how to
integrate physical and online presences, everyone agrees
that the store still has an indispensable role: this has cau-
sed the brands with strong contractual power to put pres-
sure on the average rents per square meter, an erosion in
reversionary potential and an increase in the investments
shopping center owners must make in new fit-outs.

In IGD we are well aware that the layout of the mall spa-
ces must be revisited, that the merchandise mix must be
renewed, with targeted investments in entertainment and
restaurants. In 2019 we worked to shift our focus to food
courts, services and entertainment, while we reduced the
size of our hypermarkets and midsize stores.

> The investments made resulted in remodeled
spaces and a profound transformation in several
shopping centers

In 2019 investments totaled €28.6 million. In fall 2019
we inaugurated two restyled shopping centers, Casilino
in Rome and Fonti del Corallo in Livorno. The changes
made on both the interior and exterior structures radical-
ly changed the two centers’ ability to meet the visitors’
new shopping and entertainment needs. The restyling of
the interior and the exterior of the Gran Rondo Shopping
Center (Crema) was also completed and expansion of the
mall is slotted for 2020.

In accordance with the framework agreement signed with
Coop Alleanza 3.0 in November 2018, we worked on re-
ducing the size of three other hypermarkets (Le Maioli-
che, Coné and Porto Grande). The work was completed in
2019. Restyling of the Porto Grande center was also plan-
ned for 2020.

As for the Porta a Mare project in Livorno, work conti-
nued on the Officine Storiche section, and in September
the sale of the historic Palazzo Orlando, an office building,
for €12.8 million was finalized. The proceeds covered most
of the €13.9 million paid for the remaining 50% of the Dar-

sena City mall in Ferrara (IGD was already joint owner)
which was purchased in order to increase the portfolio’s
focus on the retail segment, the Group’s core business.

In September the requalification of the multiplex cinema
in Milan’s CentroSarca was also completed which paved
the way for the inauguration of the multiplex “Notorious
Cinemas - The experience”: a new entertainment format
which covers more than 5,500 square meters with 10 ci-
nemas and different lounge areas, advanced audiovisual
systems, maximum comfort and fully automated ticketing.

> The new institutional communication campaign,
conceived to change the perception of the shop-
ping center, helps to increase footfalls

Sales of retailers in Italian malls grew 0.5% year-on-ye-
ar, despite the decrease in footfalls stemming from unfa-
vorable weather conditions, specifically in February and
May, and the negative performance of a few hypermar-
kets, particularly those where remodeling was underway.

The institutional communication campaign “/'m possi-
ble. The place where everything is possible”, launched in
IGD’s 7 core shopping centers beginning last fall slowed
the drop in footfalls beginning already in December and
made it possible to reverse the trend in January 2020.
The new positioning of the image of these seven centers,
which represent the quintessential IGD shopping center,
therefore, proved to be effective. The repositioning fo-
cuses on strong emotional engagement through the use
of a dreamlike and evocative graphic design as part of a
campaign designed to improve footfalls, but which stra-
tegically has broader ambitions: make people aware of
the transformation of the shopping center into a place
where you can find shopping experiences and entertain-
ment. The campaign centers around the concept of the
shopping center as a place where your dreams can come
true, that takes you out of your daily routine, where pe-
ople can dedicate special time to themselves, their fami-
lies and friends, in a shopping center that becomes a true
“space to be lived in”. A message which was well received
and has already triggered the first initial changes in per-
ception.

Consistent with changing trends, in 2019 more space was
dedicated to services, resulting in a new dental office
being added to the 20 which were already up and run-
ning, the inclusion of new brands and the introduction of
retailers which provide merchandise that may no longer
be available in the hypermarkets. At the same time, vegan
and organic formulas were added to the food courts.
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> The operating indicators point to a healthy si-
tuation

Looking again at the operating indicators, the average Fi-
nancial Occupancy of the Italian portfolio reached 96.9%
in 2019: a high level which was basically unchanged with
respect to the 97.2% recorded in 2018. Rental income in
Italy rose 2.3% in 2019, while net rental income was up
10.1% (+1.8% adj. ex IFRS16). These increases were driven
by the inclusion of the portfolio acquired from ECP in
April 2018 in the group’s perimeter for the entire year and
the expanded Gran Rondd center in Crema inaugurated
in May 2018. Like-for-like revenue was also reassuring,
rising 0.3% YoY in Italy despite the temporary vacancies
of a few midsize stores which were rapidly leased again
at higher rates, which will be fully expressed in 2020. The
average upside on the new leases in Italian malls was 1.1%.

The positive performances recorded in Romania reflect,
on the one hand, economic growth driven by family spen-
ding, and, on the other, the positive effects of the work
done by IGD over the years to upgrade its assets and
rethink the merchandising mix. Occupancy for the subsi-
diary Winmarkt reached 97.6%, higher than the 97.1% re-
ported in 2018. Rental income rose 3.2% in 2019, thanks
also to the average upside of 4% on the new leases.

> A new digital strategy to transform interaction
and build connected experiences

With a view to improving the customer journey as much
as possible, we developed a new digital strategy, based
on key touchpoints which will allow for more effective
and complete interaction with the mall retailers. The
data collected through the new CRM system will also
allow us to develop a series of dedicated proposals for
each IGD shopping center visitor, including promotions,
events and special offers.

At the same time, we decided to revisit IGD’s entire social
media strategy, paying more attention to the unique re-
gional characteristics. All of IGD’s centers in Italy will, the-
refore, be on Instagram and Facebook in 2020, while the
relative websites will be updated in order to strengthen
the identity of the IGD brand.

> Great steps taken toward implementing the fi-
nancial strategy included in the three-year plan

Our financial management in the Plan focuses on three
areas: reducing the financial leverage with an LTV of be-
low 45% by 2021, lowering the cost of debt to 2.4-2.7%
and increasing the Interest Cover Ratio to around 4x. In
short, we will strive to maintain rigorous financial discipli-
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ne, consistent with our investment grade rating.

Even in a low interest rate environment, we are very clear
that FFO growth will be limited if the LTV is high. We
are, therefore, aware that we need to optimize our capital
structure if we want to support revenue growth, above
all by limiting refinancing risk. In addition, we are firmly
committed to improving the liquidity of our debt, main-
taining a significant percentage of long-term debt, and to
maintaining the utmost flexibility in financing, well balan-
ced between bank debt and corporate issues.

Thanks to the liability management transactions carried
out in 2019 we were able to deliver a large part of the
relative targets included in the Plan: the average cost of
debt fell below 2.35%, while the hedging of interest rate
risk on long term debt and bonds reached 94.8%.

As we can count on the €200 million unsecured senior
facility entered into year-end 2018 at a cost of 2.1%, in
January 2019 we repaid the €125 million bond (coupon
3.875%). The investment grade rating, BBB-, received
from two agencies - S&P Global Ratings in April and Fitch
Ratings in October - made it possible for us to place a
new fixed rate 5-year €400 million bond (coupon 2.125%)
in November. The new issue was well received by the mar-
ket, with the participation of high profile domestic and
international investors, and oversubscribed three times.
The proceeds were used to repurchase part of two out-
standing issues, expiring in 2021 and 2022, and lengthen
existing financial maturities.

The bond market, moreover, is confident in the stability
of our cash flow as demonstrated by the success of the
transactions we completed in 2019.

> Sustainability fully integrated, which speaks to
our leadership and will sustain it over time

The idea of sustainability drives the choices that IGD, a
top tier player in retail real estate, makes and the way the
company does things. The commitment to “becoming
G.R.E.A.T.”, namely Green, Responsible, Ethical, Attracti-
ve, Together, is an integral part of the strategy and daily
operations, which, while already clear today, will become
even clearer going forward and will make a difference in
the long term.

We are following a path which over time will lead us to
have a carbon neutral real estate portfolio. Already today
we have a portfolio that is 95% ISO 14001 certified; five of
our shopping centers also have BREEAM in USE certifi-
cation of at least “Very Good”. That’s not all: we invested
€5 million in improving the energy efficiency of our buil-

dings, in addition to the €6 million we had already inve-
sted in measures that included new LED lighting systems
and which contributed to lowering the consumption of
electricity by 3.2% in 2019.

Today we already use energy generated 100% by re-
newable sources, including marine geothermal energy.
This was not enough for us: in 2019 we also installed pho-
tovoltaic systems in Crema and Catania, bringing the total
centers with solar panels to seven.

The attention we pay to the environmental sustainability of
our properties also resulted in concrete support of sustai-
nable mobility. Thanks to the agreements with Enerhub
and Tesla we installed charging stations for electric cars
in 18 shopping centers, while in Clodi we installed the first
charging station for 24 e-bikes powered by solar energy.
As our properties are, on average, 4.5 km from the city
centers, we want to encourage the use of bicycles.

We are also continuing with initiatives designed to pro-
mote the development of a circular economy, like the
project Waste2Value, which is now operative, along with
greater focus on waste management and recycling.

As the population becomes increasingly sensitive to en-
vironmental issues and the most important retailers view
compliance with environmental standards as a prerequi-
site to leasing space, IGD will be even better positioned
as a real leader in sustainability in its reference market,
capable of making “wellbeing” a key feature of its shop-
ping centers.

In honor of the 10-year anniversary of our first Corporate
Sustainability Report, on 22 April we will host an event in
which we will look back at what we have done and what
we intend to do over the next few years. This will mark
the launch of a communication campaign involving our
shopping centers designed to increase visitors’ aware-
ness of the philosophy underlying each of our initiatives.

> Increasingly stronger governance shaped by spe-
cific business needs

Significant progress was also made in terms of Gover-
nance.

Great attention was paid to developing a Succession Plan
for the two top tiers of the organization’s management,
as per the Board Review completed in February 2019 by
a premiere consulting firm, whose work is still underway.

A key change was also made to the Compensation Policy.
Part of the variable compensation was shifted from short
to long-term, as it was deemed more consistent with the

ability to achieve the targets found in the Business Plan.

A careful remapping of IGD’s main risks was also carri-
ed out as part of the Enterprise Risk Management model
that the Company has been using for some time. In 2019
greater weight was given to strategic risks, linked to con-
sumer trends and the impact of market sentiment on real
estate finance; greater attention was also paid to the risks
stemming from the large and midsize stores. The most
opportune operational, asset management and financial
strategies were developed for each risk.

In 2019 the process was completed which should lead to
the ISO 37001 anticorruption certification of IGD’s Italian
portfolio in the first part of 2020.

> |IGD continues to provide its shareholders with
compelling returns

In our 2019-2021 Plan we committed to providing a com-
pelling and sustainable dividend to our shareholders
over time. We will work to maintain our promise: the Bo-
ard of Directors will propose the payment of a dividend of
50 euro cents for 2019, unchanged with respect to 2018.

At current prices, around 6 euros, the dividend yield co-
mes to around 8%. A level which, when compared to the
negative interest rates seen in this period, enhances the
appeal of our stock, including with respect to other sector
companies. The high dividend yield and the 2019 divi-
dend of 50 euro cents confirm that the dividend conti-
nues to be a cornerstone of our equity story.

In 2019 IGD’s stock price rose 15.2%. Anyone who bought
the stock at the end of 2018 (at €5.38) realized a Total
Shareholder Return of 24.5% in 2019.

Despite the price increase recorded in 2019 and the stra-
tegy presented clearly in the Plan - in which we stated
that we have no M&A in the pipeline financed by capital
increases and that we can reasonably achieve further in-
creases in FFO - IGD’s stock continues to trade a very low
multiple. Part of this gap reflects the extremely negative
view that the pan-European brokers have of the retail real
estate sector going forward; another part is attributable
to latent political risk and the danger of economic stagna-
tion that could affect Italy, in particular, which puts pres-
sure on our business returns. The market seems, there-
fore, to have failed to acknowledge the benefits that this
period, in which the cost of funding is so low, may provide
to far sighted operators with a clear investment plan.

The sector in which we operate is certainly going through
a phase of great change globally, with new expectations




IGD GROUP
11LETTER TO THE SHAREHOLDERS

IGD GROUP
1.2 CORPORATE AND SUPERVISORY BODIES - SUMMARY

and priorities. As ESG (Environment, Social and Gover-
nance) criteria become increasingly prevalent IGD will
have a concrete opportunity to highlight see some of its
key strongpoints.

In the near term we also hope that the changes made
to the taxation of the PIR, Piani Individuali di Risparmio,
will result in new capital - including from pension funds
- being invested in domestic funds, which would also be-
nefit our stock.

The room for potential upside in the stock price appears
clear, not only because of the discount against the EPRA
NAREIT NNNAV of €10.92, but also because of the net
difference with respect to the brokers’ consensus target
price which at the end of January 2020 was €7.83 euro.
Two analysts had a target price for IGD of more than €9.

> We look ahead to 2020 with confidence, as we
have a clear path in front of us

In 2020 the Italian GDP should recover gradually, whi-
le lower levels of unemployment, more stable consumer
confidence and cuts in the tax rates for many types of

> The Chairman
Elio Gasperoni

> The Chief Executive Officer
Claudio Albertini
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employees should fuel moderate growth in consumption
even if the signs of weakness, along with political instabi-
lity and the impact of unforeseeable events like the coro-
navirus, should not be underestimated. We will, however,
continue with the execution of our Business Plan, calmly
and steadfastly. In 2020 Officine Storiche in Livorno will
also be inaugurated. This is the heart of our most impor-
tant development project which, by the end of the year,
will provide the city with a new area full of restaurants,
entertainment, along with areas dedicated to fitness and
wellbeing, while we will have a new source of revenue whi-
ch will sustain the growth in FFO called for in our Plan.

After having consistently achieved the Business Plan
targets of the past decade - a decade focused largely
on growth - today we are committed to strengthening
the leadership position of our shopping centers in the re-
spective catchment areas. The progress made in 2019 al-
lows us to confirm the validity of the 2021 targets found
in the three-year Business Plan and to look ahead to the
f20s with confidence as we are ready to address the mar-
ket transformations underway and the consumers’ new
priorities.

1.2 // Corporate and Supervisory Bodies - Summary

Board of Directors Control Compensation Related Party
Office Executive Non Executive Indipendent and Risk and Nominations Transcations
Committee Committee Coommittee
Elio Gasperoni Chairman X
Rossella Saoncella Vice Chairman X X
Claudio Albertini Chi_ef Executive X
Officer
Gian Maria Menabo Director X
Eric Jaen Veron Director X X
Livia Salvini Director X X X
Luca Dondi .
Dall’Orologio Director X 2 X
Sergio Lugaresi Director X X
Timothy Guy :
Michele Santini LS X X
Elisabetta Gualandri Director X X
Alessia Savino Director X
Supervisory Board
Board of Statutory : -
Auditors Office Standing Alternate Gilberto Coffari (Chairman), Alessandra De Martino,
Paolo Maestri.
Anna Maria Allievi Chairman X
External Auditors
Roberto Chiusoli Auditor X PricewaterhouseCoopers S.p.A.
Daniele Preite Auditor X
Financial Reporting Officer
Pierluigi Brandolini Auditor X Carlo Barban
Laura Macri Auditor X
Paolo Prandi Auditor X

1.2.1 // Shareholders

> GEOGRAPHIC BREAKDOWN OF THE INVESTORS BY
PERCENTAGE OF MARKET FLOAT*

> SHAREHOLDER BASE
M 25,85% United States + Canada
M 23,94% UK + Ireland
M 6,26% France
4,57% Lux + NL + Bel
M 20,57% Italy
M 12,02% Rest of Europe
M 6,79% Rest of the World

9,86% Unicoop Tirreno
M 40,92% Coop Alleanza 3.0
M 49,22% Floating

* Source: data processed internally based on dividend recipients
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1.2.2 // Board of Directors 1.2.3 // Functioning of the Board of Directors
> ATTENDANCE RATE OF THE BOD
> BREAKDOWN BY GENDER > INDEPENDENT / NON INDEPENDENT DIRECTORS > NUMBER OF BOD MEETINGS MEMBERS Board Evaluation Process
Board evaluation conducted
Yes
10 83% 88% 89%
4 Non-independent directors 8 7 Advisor
M4 Female
Egon Zehnder
7  Male B 7 Independent directors
Self-assessment tools
Anonymous questionnaires/
interview
2017 2018 2019 2017 2018 2019

> SENIORITY OF THE MEMBERS OF THE BOD

(% of the total number of Diirectors) > NUMBER OF COMMITTEE MEETINGS AND DIRECTORS’ ATTENDANCE

Presence of indipendence

No. of meetings Attendance rate members (%)
[+ -
46% 0-2 years Nominations and Compensation 5 93% 100%
Comomittee

M 9% 2-4 years !
M 18%  4-6 years Control and Riisk Committee 6 100% 100%

0,
B 27% 6 + years Related Party Transactions Committee 2 100% 100%

1.2.4 // Control and Risk Management System - Abbout the Committees
> CHANGES COMPARED TO THE PRIOR MANDATE

> RATE OF ATTENDANCE AT THE

CONTROL AND RISK COMMITTEE Main elements of the control

> NUMBER OF CONTROL AND RISK

Prior mandate Current mandate FTSE MID CAP COMMITTEE MEETINGS MEETINGS system
Number of Directors 13 n 100% 100% 100% Risk management division
Yes
Directors appointed by minorities 2 4 8
% of women in B.o.D. 31% 36% 26.20% 6 Enterprise risk management plan
Yes
% of independent Directors 54% 64%
Is the ERM plan discussed with the
Average age of te Directors 60 years 58 years 571 Committee?
2017 2018 2019 2017 2018 2019 Yes
Status of the Chairman Executive Executive
Specific compliance programs in
Lead Indipendent Director (LID) No No > NUMBER OF BOARD OF > RATE OF ATTENDANCE AT THE place (Antitrust/Anticorruption/

BOARD OF STATUATORY AUDITORS

STATUATORY AUDITORS MEETINGS Whistleblowing...)

MEETINGS Yes
95% 93% 90%
9
6

For more information see Chapter 3:
Report on corporate governance and
ownership structure.

2017 2018 2019 2017 2018 2019
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1.3 // Group Highlights

> MARKET VALUE

> RENTAL INCOME

Italy
B Winmarkt
150,290 |
159,530 |
2,068,699 2,257,359 2,160,124
2017 2018 2019

> LOAN TO VALUE

SBU1 Freehold revenues
M SBU1 Leasehold revenues

12,474 12,579

126,276 139,286 142,680

47.36% 45.80% 47.60%

2017 2018 2019

> CORE BUSINESS EBITDA

2017 2018 2019

> AVERAGE COST OF DEBT

2.82% 2.65%

2.35%

125,195
13,723
101,187

2017 2018 2019

n IGD SIIQ S.P.A. - ANNUAL REPORT 2019

2017 2018 2019

> CORE BUSINESS EBITDA MARGIN

77.5%
69.7% 71.9% ’

2017 2018 2019

> CORE BUSINESS FFO

79,695 83,284

65,633

2017 2018 2019

> STOCK PRICE / EPRA NNNAV

0.71

2017 2018 2019

> EPRA NNNAV PER SHARE

13.67

11.45 10.92

2017 2018 2019
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2. DIRECTORS’ REPORT

Dear Shareholders,

The directors’ report that follows combines the reports
to the consolidated financial statements and the financial
statements of the Parent Company Immobiliare Gran-
de Distribuzione SIIQ S.p.A., to avoid the repetition that
would result by providing two separate documents. The
consolidated financial statements at 31 December 2019
of Gruppo Immobiliare Grande Distribuzione SIIQ S.p.A.
(IGD SlIQ S.p.A or IGD for short), including this report and
the notes to the financial statements, consolidate the ba-
lance sheets and income statements of IGD SIIQ SpA and
other Group companies as listed in the paragraph related
to the scope of consolidation.

> Alternative Performance Indicators

This report contains alternative performance indicators
with respect to the conventional indicators required of au-
dited financial statements, which comply with IAS/IFRS.
The alternative performance indicators do stem from fi-
nancial statements prepared on an IAS/IFRS-compliant
basis, but have also been calculated using other sources
or alternative methods, where clearly specified. These

may not comply with the accounting standards required
of audited financial statements and may not consider the
accounting, recognition and measurement requirements
associated with such standards. The indicators deemed
significant for the reading of the Group’s financial state-
ments include like-for-like revenue, core business EBITDA,
core business EBITDA margin, FFO, net financial position,
the interest cover ratio, the average cost of debt (net of
ancillary expenses, recurring and non), the gearing ratio,
the loan to value, the net asset value (NAV) and triple net
asset value (NNNAV), the calculations of which are descri-
bed in the Glossary.

2.1 // The IGD Group

IGD was the first company in ltaly to obtain SIIQ (Societa
di Investimento Immobiliare Quotata or real estate invest-
ment trust) status in 2008 and is still the only retail real
estate company that qualifies as a SIIQ.

Most of the Group’s real estate assets are in Italy (93.7%).
The remainder is in Romania (6.3%), where IGD owns the
Winmarkt chain of shopping centers through Win Maga-
zin SA.

IGD SlIQ’s perimeter of exempt operations includes the
freehold assets found in Italy.

On 30 September 2019 the purchase by IGD Management
S.r.l. (@ wholly-owned subsidiary of IGD) of 50% of RGD
Ferrara 2013 S.r.l. (owner since 2013 of the Darsena City
operations) was finalized. As a result of this acquisition
the Group owned all of RGD Ferrara 2013 S.r.l’s share ca-
pital at 30 September 2019. For information about the
transaction please see sections 2.5 and 4.6.2.2 of this re-
port.

At 31 December 2019 the IGD Group, in addition to the
parent company, comprises the following companies:

> 11 100% of Millennium Gallery

Owner of part of the Rovereto shopping mall and a busi-
ness division in the shopping center in Crema;

> 11 100% of RGD Ferrara 2013

Formed on 30 September 2013, to manage the Darsena
City Shopping Center in Ferrara;

> 11 99.9% of Arco Campus S.r.l.

A company dedicated to the sale, leasing and manage-
ment of properties used for sports, in addition to the de-
velopment and dissemination of sports;

The IGD Group’s operations can be broken down into
three distinct divisions:

> Asset management and development;
> Sales, marketing and network management;
> International.

The three divisions, grouped in two areas, report to the
Chief Operating Officer.

2.1.1 // Our activities
> Property

IGD is the biggest Italian retail property company; as a
property company IGD acquires retail properties, both al-
ready operational and newly completed (shopping cen-
ters, hypermarkets, supermarkets and malls) from which
it extracts value over the long term. Occasionally, the sale
of freehold assets is also considered with a view to main-
taining an optimal portfolio structure through an appro-
priate asset rotation strategy.

> Property management and leasing

The property management and leasing of all the Group’s
freehold properties, as well as of some third-party as-
sets, represents IGD’s most important business. The main
objective is to enhance the long-term value of the portfo-

o
@) > 11 100% of IGD Management S.r.l. lio through active management of the properties, striving
) o . ) ) to maintain the properties as flexible and functional as
v Whlch’ |n.add|t|on to owning th? ClentroSarca ShOmeg possible and optimize costs taking into account the entire
‘ ma.II in Milan, .also holo!s the majorlty of the operations life cycle of the shopping center.
‘ which are not included in the SIIQ perimeter;
. . This activity comprises:
99.9% 50% 100% 0.1% 100% > 11100% of Win Magazin SA
ARCO RGD FERRARA IGD WINMAGAZIN MILLENNIUM . . . 1. A technical division;
CAMPUS s.r.. 2013 s MANAGEMENT s.rl S.A. GALLERY s.rl The Romanian subsidiary, through which it
a controls 100% of WinMarktManagement 2. A commercial division;
management
° Srl, the company responsible for the team of L
‘ Romanian managers: 3. A contracts division;
’ ‘ ‘ > 11100% of Porta Medicea S.r.l. 4. An operations and marketing division.
. . . > i
99.9% 50% 100% Responsible for the construction of the mixed Services
WINMAGAZIN RGD FERRARA PORTA MEDICEA use real estate development and requalification This activity consists in providing services to owners and
S.A. 2013 s.rl s.r.l

of Livorno’s waterfront; tenants of hypermarkets, supermarkets and the mall sto-

> Management of the leasehold properties res which can be broken down as follows:

‘ (Centro Nova, Centro Piave and the Fonti del

Corallo mall);
100% IGD coordinates and supervises the drafting of the shop-

> Service activities which include mandates for  ping center’s marketing plan, as well as all the activities
the management of freehold and leasehold deemed essential to the operation of a shopping center:
properties. like security, cleaning and routine maintenance;
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> Agency Management and Pilotage

Which consists in the analysis of the mall’s competitive
positioning in order to determine the right tenant mix and
select the best retailers for each category of merchandise,
negotiating with the retailers and managing the relation-
ships with the current tenants.

> Contract management

At the end of 2019 IGD had 1,468 leases in Italy with a
total of 732 retailers. During the year the Company signed
234 new leases explained for 138 by renewals and the
remaining 105 by turnover.

At the end of 2019 there were 590 active leases in Romania;
during the year 390 new leases were signed explained for
230 by renewals and 160 by turnover.

Careful turnover management, on the one hand, provides
IGD with an opportunity to change the offering in its
malls in light of new consumer trends and, on the other,
to select retailers who are the most reliable and have the
best sales potential.

As part of its Enterprise Risk Management activities IGD
has been analyzing the risk profile of its tenants for some
time. The systems assign each tenant with a score based
on the risk category to which it belongs in order to assess
the percentage of retailers belonging to the same risk
category, as well as the rents as a percentage of IGD’s
total revenue. Thanks to turnover, IGD was able to reduce
the number of high risk tenants and, at the same time,
lower the sales at risk as a percentage of total sales.

The concentration of retailers generating a significant
portion of IGD’s rental income is limited: in Italy the ten
largest tenants represented 18.9% of the total rental
income generated by malls in 2019, basically the same
as the 19.9% reported in 2018. In Romania the ten largest
retailers accounted for 36% of the total in 2019, higher
than the 29.3% recorded in 2018.

IGD’s retail offering is strengthened by the significant
number of very appealing brands: in the Italian malls,
international brands account for 40.3% of the total rental
income, while in Romania these brands represent 38% of
the total.

> Marketing

In 2019 IGD opted to make significant investments in 3
areas:

> Launching the “Grande Concorso”, a raffle that was held
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in 25 shopping centers in September with almost a million
tickets played which helped to boost retailers’ sales;

> Promoting the concept of the shopping center as a place
where you can make your dreams come true. In Septem-
ber IGD launched a communication campaign dedicated
to repositioning the image of 7 of its key shopping centers
in ltaly: ESP in Ravenna, Tiburtino in Rome, Centro Sarca
in Milan, Katane in Catania, Centro d’Abruzzo in Chieti, Le
Porte di Napoli in Naples and Le Maioliche in Faenza. The
message at the heart of the campaign: “I'm possible, the
place where everything is possible”, was combined with
suggestive and engaging graphics; the campaign, which
will be reproduced in specific events and also part of the
shopping centers’ creative elements in 2020, generated
good results in terms of footfalls;

> Expanding digital expertise, in order to make the most
of the opportunities provided by digital innovation. A
new role was also added to the company’s staff, a Digital
Marketing Specialist.

The marketing activities made a key contribution to
enhancing the appeal of the shopping centers and in boo-
sting new footfalls at a time when the food anchor is less
attractive than in the past: in 2019 footfalls reached about
82.6 million in IGD’s Italian centers, down slightly against
the prior year (84.4 million in 2018), but consistent with
the figures of the Consiglio Nazionale dei Centri Commer-
ciall.

> Mission

IGD’s mission is to create value for all its stakeholders:
shareholders and financial backers, employees, custo-
mers, local communities, retailers, as well as suppliers.
We believe this is possible through sustainable growth.

> Vision

IGD has always been focused on the retail segment of the
Italian real estate market. A top player because of the ove-
rall size of its portfolio, IGD has succeeded in delivering on
Business Plan guidance thanks to the way in which it has
interpreted its role over time, including during the lengthy
consumer crisis which persisted throughout a large part
of the last decade. The ability to listen to the different
needs of retailers, the desire to offer a range of flexible
and personalized retail solutions, the ability to meet the
changing needs of international brands (including bigger
spaces and different formats) in a timely manner have al-
lowed IGD to build a professional profile with characteri-
stics that are unique to Italy. A fair, collaborative and farsi-
ghted approach to working which is valued by the tenants

has also had a positive impact on the results posted in
IGD’s income statement.

Contrary to the models used by the main European retail
property companies, IGD has not focused on large shop-
ping centers nor on a specific type of region: a calculated
choice originally which has proven repeatedly to be suc-
cessful over the last 12 years of the Company’s develop-
ment. IGD’s property portfolio, comprised of 8 key assets
and different, midsize centers, can be found throughout
Italy typically near urban centers near motorways, along
main roads, which allows for easy access to the centers.
Most of the IGD’s assets also strongly positioned in pri-
mary catchment areas.

Historically, the typical IGD shopping benefitted from a
food anchor which helped to attract traffic all week long
and promote customer loyalty which, in turn, benefitted
mall retailers. More recently the format of IGD’s centers
is gradually being transformed, with the addition of more
than one nonfood anchor which act as important “attrac-
tors” for the whole center and a growing number of per-
sonal services: not only restaurants, but also dental stu-
dios and fitness centers. Activities which reflect fully IGD’s
“Spaces to be lived in” concept and which respond to the
needs that e-commerce cannot satisfy.

Over the last few years IGD has worked on downsizing the
space dedicated previously to the hypermarket to create
new food courts and new retail spaces in a few centers.
In 2019, including as a result of the strategic agreement
signed with Coop Alleanza 3.0, work was completed on
reducing the size of the hypermarkets at Fonti del Corallo
in Livorno, Coné in Conegliano and Le Maioliche in Faen-
za, while work is still underway at the Porto Grande center
in Ascoli Piceno. This approach, which has benefitted the
retailers and has had a positive impact on the long-term
sustainability of rents, today represents a benchmark
for the rethinking of layouts at other centers where the
hypermarket could be reformatted in order to adapt to
new models of consumption.

The ability to rethink the merchandising mix and comple-
te new fit-outs which reflect the new retailer formats lie at
the heart of IGD’s proven ability to maintain a high level of
occupancy over time.

> Strategic guidelines

2019 was the first year of the Business Plan 2019-2021,
approved on 7 November 2018, which strives to further
solidify IGD’s leadership in the Italian market and further
strengthen its financial structure.

The strategy in the plan leverages on 3 pillars which IGD
intends to develop internally using company resources
and expertise: innovation and operating excellence, asset
management and financial strategy. As was the case in
2014, sustainability targets are included in the new plan.

In terms of innovation and operating excellence, IGD be-
lieves that in the coming years finding ways to promote
interaction and personalized relationships with visitors, as
well as the integration of e-commerce, will be key. For this
reason, a plan focused on innovation was developed. A
plan which strives to improve the customer journey, throu-
gh initiatives and experiences that reinforce the shopping
center’s role as an entertainment hub and meeting place.

The asset management strategy consists in daily, dynamic
and long-term management of our properties in order to
better serve visitors and retailers. The investments plan-
ned, therefore, aim to maintain and increase the quality
of the portfolio, favoring innovation, appeal, quality mate-
rials, in addition to sustainability.

More in detail, IGD will focus on four areas:
> Riqualification of the existing portfolio;

> Implementation of the strategic agreement with
Coop Alleanza 3.0;

> Completion of the current pipeline;
> Strategic asset rotation.

The financial strategy is geared to maintaining rigorous
financial discipline, consistent with the investment gra-
de profile in order to limit financial risks (interest rate and
credit) and obtain the best market conditions possible.

Thanks to an intense 2019, several targets were reached
already in the first year of the Business Plan, explained
also by the issue of a €400,000,000 bond, expiring in
2024, which was used to repurchase part of a €300 mil-
lion and a €162 million bond issue, expiring in 2021 and
2022, respectively.

Lastly, with regard to Sustainability, the qualitative/quan-
titative targets referred to in the 2019-2021 Plan reflect
the topics that emerged in the Materiality Analysis.

IGD’s investment plan for the three-year period 2019-2021
was conceived with a view to rigorous financial discipline.
The gradual completion of the investments called for will
fuel important cash flow generation (reflected in the FFO)
and, consequently, IGD’s ability to provide shareholders
with attractive and sustainable returns.
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2.2 // Performance in 2019
2.2.1 // Income statement review

2019 was a year of intense activity for the IGD Group, with
important business and financial transactions brought to
a close in a global market environment of limited growth
due to a slowdown in international trade and investments.
The prospects for world trade improved in the latter part
of the year thanks to the progress made in the US - China
trade disputes, but the downside risks linked to current
geopolitical tensions remain’.

In Italy, after a positive, but not stellar, 2018, the econo-
mic cycle slowed further in 2019 with growth rates that
plateaued at levels slightly above zero: based on ISTAT’s
preliminary estimates, the cumulative growth rate for GDP
reached +0.2% at year-end 2019, lower than the +0.8% re-
corded in 20182, This slowdown is attributable mainly to
the weakness of the manufacturing sector and the drop
in investments (particularly in capital goods), while inter-
nal demand and, above all, consumer spending® made a
positive contribution: the rate of unemployment reached
9.8% at year-end, a drop of 0.5% against December 20184,
In terms of prices, there was a decided slowdown in 2019
compared to the prior year with an average rate of infla-
tion that came to +0.6% in the year (versus +1.2% in 2018);
this slowdown is due mainly to the trend in energy prices>.

IGD’s portfolio succeeded in recording positive results in
what was, therefore, not a particularly brilliant environ-
ment: retailers’ sales in Italian malls were 0.5% higher at
31 December 2019, while footfalls fell slightly against the
prior year. Sales, particularly after a negative first quar-
ter, recovered and remained positive in subsequent quar-
ters. Even though the figure was lower than in the prior
year, the trend for footfalls was similar, with a particularly
negative first quarter and partial recovery in subsequent
quarters which continued in January 2020 when footfalls
were up 1.4%. First quarter sales were affected by unfavo-
rable weather conditions which weren’t in line with sea-
sonal averages (above all in February and, subsequently,
in May). These effects were neutralized and reversed du-

ring the year, thanks also to the good results of consumer
electronics (+5.8%), food and beverage (+3.2%) and ser-
vices (+8.2%), as well as the introduction of performing
tenants and the positive performance of the centers re-
styled in 2019 (Fonti del Corallo and Casilino). Footfalls
were also impacted by the negative performance of a few
hypermarkets, particularly those where remodeling and
restyling were underway.

Occupancy remained high (96.9%) and basically unchan-
ged compared to year-end 2018 (97.2%).

A good performance was also posted by rental income
in ltaly: rising 2.3% at 31 December 2019, while net rental
income was up 101% (+0.2% excluding IFRS16 applica-
tion). This result reflects the full-year contribution made
by the 4 malls and the retail park comprising the portfolio
purchased in April 2018, as well as by the expanded Gran
Rondo center in Crema inaugurated in May 2018. Like-for-
like revenue was also higher (+0.3% against 31 December
2018), despite the temporary vacancies of a few midsize
stores which were rapidly leased again (the effects of whi-
ch will be more visible in 2020): during the year 243 lea-
ses (138 renewals and 105 new leases) were signed with
an average upside of 1.1%¥.

During the year IGD continued with its asset management
activities, consistent with the 2019-2021 Business Plan
approved year-end 2018: in the fall two restyled centers
were inaugurated, Casilino Shopping Center in Rome and
Fonti del Corallo in Livorno: in both instances work was
done on the interior and exterior of the centers in order
to give them a new vitality and make them even more
appealing, welcoming and comfortable for visitors. Re-
modeling work was also completed inside Le Maioliche
(Faenza), Coné (Conegliano Veneto) and Porto Grande
(San Benedetto del Tronto), while work continued on cre-
ating new retail units in the space previously occupied by
the hypermarkets, which the Company is in the process
of pre-letting; restyling of the Porto Grande center is also
slotted for 2020.

With regard to the Porta a Mare project, IGD’s most im-

1. Source: Bank of Italy - Economic Bulletin 1/2020, January 2020

2. Source: Istat - Preliminary GDP Estimates, January 2020

3. Source: Bank of Italy - Economic Bulletin 1/2020, January 2020

4. Source. Istat - Unemployment figures, January 2020
5. Source: Istat - Consumer Prices, January 2020

6. Excluding the lease for the multiplex cinema at Centro Sarca
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portant mixed-use development project, in September
the sale of Palazzo Orlando (an office building that is part
of the Mazzini section) was finalized and, at the same
time, the remaining 50% of the Darsena City Shopping
Center in Ferrara, which was already 50% co-owned by
the IGD Group, was purchased. Work continues on the
Officine Storiche section, the heart of the project. This
section comprises an area of around 20,000 square me-
ters, 15,000 square meters of which will be dedicated to
retail with 30 stores, 10 restaurants and 1 fitness center;
work is expected to be completed by the end of 2020.

In Romania, the economy continues to grow at a more
robust pace than in ltaly and above the European average:
estimates show that Gross Domestic Product grew 4.0% in
2019, in line with the 4.0%7 recorded in the prior year. The
main growth driver continues to be consumer spending,
but investments also picked up due mainly to financial as-
sistance from the European Union8. All of this, along with
the restyling work and updating of the merchandising mix
carried out by IGD over the last few years, translated into
good operating results for IGD’s shopping centers: occu-
pancy improved further, rising from the 97.1% recorded in
2018 to 97.6% in 2019. The pre-letting and renegotiations
carried out during the year resulted in significant upside
(4.0%) on new leases. The combination of these factors
contributed to the good performance of rental income
which was 3.2% higher than in 2018.

In 2019 we also worked intensely on the Group’s finan-
cial structure: in January IGD used the EUR 200 million
senior unsecured facility (rate of 21%) granted year-end
2018 to redeem a EUR 125 million bond (coupon 3.875%).
IGD also obtained two investment grade ratings from two
different agencies: in April S&P Global Ratings assigned
IGD a rating of “BBB-“ (currently with a negative outlo-
ok) and then in October Fitch Ratings Ltd assigned IGD
a “BBB-" rating with a stable outlook. In November, lastly,
IGD issued €400,000,000 in new notes, expiring 28 No-
vember 2024, payable yearly in arrears at a fixed rate of
2.125%. The proceeds from the issue were used, in part, to
repurchase part of a €300 million and a €162 million bond
issue, expiring in 2021 and 2022, respectively, and, in part,
to fully redeem the bond expiring in 2021, as well as for
general corporate purposes. The issue was well received
by the market and initially oversubscribed by important,

7. Source: OECD - Economic Outlook, November 2079
8. Source: OECD - Economic Outlook, November 2019

accredited domestic and foreign investors. The main pur-
pose of the above transaction was to reduce the cost of
debt and extend current financial maturities. The average
cost of debt at year-end 2019 was 2.35% versus 2.65% at
year-end 2018, while the interest cover ratio or ICR came
to 3.4x versus 3.5x at year-end 2018, with an average ma-
turity of 4.1 years.

Net of the fair value adjustments that impacted the
Group’s net profit, as described below, Funds from Opera-
tions showed continuous growth rising 4.5% against 2018
to €83.3 million at 31 December 2019, consistent with the
guidance disclosed to the market which called for an in-
crease in the range of +4/5%.

The consolidated operating income statement is shown
below:
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> CONSOLIDATED OPERATING INCOME STATEMENT

) (A)
Group Consolidated 31/12/2019
Revenues from freehold rental activities 142,680
Revenues from leasehold rental
activities 12579
Total income from rental activities 155,259
Rents and payable leases -3
Direct costs from rental activities -18,680
Net rental income 136,576
Revenues from service 6,383
Direct costs from services -5,491
Net services income 892
HQ Personnel expenses -6,816
G&A expenses -5,457
Core Business EBITDA (Operating income) 125,195
Core business Ebitda Margin 77.5%
Revenues from trading 406
Cost of sale and other costs from trading -1,044
Operating result from trading -638
EBITDA 124,557
Ebitda Margin 76.9%
Impaiment and Fair Value adjustments -72,788
Depreciations and Provisions -1,426
EBIT 50,343
Finncial Management -36,752

Extraordinary Management 1

Pre-Tax profit 13,602
Taxes -1,01M
Profit for the period 12,591
(Profit/Loss) for the period related to third parties 0
Group Net Profit 12,591

®)
31/12/2018

139,286

12,474

151,760

-10,265

-17,463

124,032

6,309

-5162

1,147

-6,707

-4,749

13,723
71.9%
4,445

-5,536

-1,091

112,632
69.3%

-30,279

-1106

81,247

-32,498

-85

48,664

-2,276

46,388

A
(A)/(B)

2.4%

0.8%

2.3%

-100%

7.0%

101%

1.2%

6.4%

-22.2%

1.6%

14.9%

-90.9%

-81.1%

-41.5%

28.9%

-38.0%

13.1%

-72.0%

-55.6%

-72.9%

Effetti

IFRS16 (C)

-10,302

-10,302

1,851

-310

1,239

1,931

3,170

-832

2,338

31/12/2019
adj (A+C)

142,680

12,579

155,259

-10,305

-18,680

126,275

6,383

-5,491

892

-6,816

-5,457

114,894

406

-1,044

-638

114,255

-60,937

-1,736

51,582

-34,823

n

16,772

-1.843

14,929

Certain cost and revenue items have been reclassified or offset which explains the difference with respect to the
financial statements (please refer to operating segment information). Payroll costs include ancillary expenses.
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NET RENTAL INCOME

Rental income amounted to €155,259 thousand, an increase of 2.3% against the same period of the prior year.

Total LFL + 3,499€k
+0.5% +3.2% +2.3%
+0.3%
2.770 314 155.259
151.760 415
Rental income Change in Non like-for-like Italy Change in Rental income
FY2018 like-for-like Italy like-for-like Romania FY2019

The increase of €3,499 thousand is explained by:

> For around €2,770 thousand, higher revenue not like-
for-like attributable to the portfolio purchased from Eu-
rocommercial Properties in April 2018 and the opening
of the Grand Rondd mall extension in Crema in May 2018
which was partially offset by the strategic vacancies nee-
ded for ongoing fit out work;

> For €415 thousand, the like-for-like increase (+0.3%) in
Italy, generated by a real estate portfolio valued at around
€2 billion. Malls were up (+0.4%) due to the pre-letting
carried out in the last quarter of the year, step-ups and
higher revenue from temporary spaces, partially offset by
an increase in temporary discounts. Hypermarkets were

> Direct costs from rental activities

27,728

18,683

2018 2019

largely unchanged (+0.1%). 234 new leases were signed
with an average upside of +1.1% (excluding the Sarca ci-
nema); adjustments for inflation impacted for around 50
bps;

> For around €314 thousand, higher like-for-like revenue
in Romania (+3.2%), including as a result of pre-letting
and renegotiations (230 renewals were signed with an
average upside of +4.4%, along with 160 new leases lin-
ked to turnover). The like-for-like real estate portfolio in
Romania was valued at around €150 million.

The direct costs for the rental business amounted to
€18,683 thousand, a decrease of about 32.6% compa-
red to the same period of the prior year (an increase of
4.5% excluding the impact of IFRS 16; for more informa-
tion about first-time adoption of IFRS 16 please refer to
section 4.6.2.1 of this report). The increase in costs is attri-
butable mainly to condominium fees, property tax (IMU),
one-off marketing costs and insurance, linked also to the
expanded portfolio.
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Net rental income amounted to €136,576 thousand, an increase of 10.1% against the same period of the prior year

(+1.8% excluding the impact of IFRS 16).

3,499

124,032

9,045 136,576

Net rental income 2018 Change in rental

income

Net rental income freehold amounted to €124,490 thou-
sand, an increase of 2.0% against the same period of the
prior year, with a very sizeable margin of 87.3% of revenue,
in line with the prior year.

Net rental income leasehold amounted to €12,086 thou-

NET SERVICE INCOME

Revenue from services rose €74 thousand (+1.2%) com-
pared to the same period of the prior year. Most of this re-
venue comes from the facility management business (91%
of the total or €5,803 thousand), which was higher than
in the prior period (+7.3%) due mainly to new manage-
ment mandates (La Favorita and Centro Luna). Revenue
from other services (outsourcing services) and pilotage
fell slightly.

The direct costs for services amounted to €5,491 thou-
sand, an increase of €329 thousand (+6.4%) compared to
the same period of the prior year attributable mainly to
higher network payroll costs as a result of CCNL (the state
collective labor agreement) adjustments.
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Change in costs from Net rental income 2019

rental activities

sand. Excluding IFRS 16 application the figure comes to
€1,788 thousand or 13.2% less than in the same period of
the prior year.

> Direct costs from service

5,491

2018 2019

Net service income amounted to €892 thousand, a decrease of 22.2% compared to the same period of the prior year,
falling as a percentage of revenue from services from the 18.2% recorded in the prior year to 14.0%.

74

1,147

-329

892

Net service income 2018 Change in revenues

from services

> GENERAL EXPENSES FOR THE CORE BUSINESS

General expenses for the core business, including payroll
costs at headquarters, came to €12,273 thousand, an in-
crease of 7.1% against the €11,456 thousand posted in the
first nine months of 2018. This increase is attributable pri-
marily to higher payroll costs at headquarters linked to
CCNL adjustments, as well as other one-offs recorded in
the period (consultancies, corporate projects and opera-
tions).

As a percentage of revenue these costs came to around
7.6%.

> OPERATING RESULTS FOR TRADING

Trading posted an operating loss of €638 thousand, an
improvement compared to the prior year.

Revenue from property sales reached €406 thousand in
the period and reflects the sale of 1 residential unit and
the relative appurtenance, compared to 14 units in the pri-
or year. The sale of 69 of the 73 original residential units
have closed and preliminary sales agreements have been
signed for 3 more residential units.

The total of the units sold/pledged has, therefore, rea-
ched 98.7% of the total saleable area.

The costs for the Porta a Mare project are broken down
below:

Change in costs from Net service income 2019

services

> General expenses for the core business

12,273

2018 2019

G&A Expenses H
Direct costs M

Costs of sale

5,006
452
2018 2019
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> EBITDA

Core business EBITDA amounted to €125,195 thousand in 2019, an increase of 10.1% with respect to the same period of
the prior year, while total EBITDA rose by 10.6% to €124,557 thousand. The changes in the components of total EBITDA

during the year are shown below.

12,544 -255
112,632

-816 452 124,557

Ebitda 2018

Change in Net
services income

Change in Net
rental income

As mentioned above, the EBITDA margin mainly reflects
the increase in core business revenue (as a result also of
the expanded perimeter) and application of IFRS 16.

The core business EBITDA MARGIN reached 77.5%, 560
bps higher than in the same period of the prior year and
down slightly by 88 bps excluding IFRS 16 application.

> FAIR VALUE ADJUSTMENTS AND IMPAIRMENT

Fair value adjustments and writedowns were negative for
€72,788 thousand at 31 December 2019, higher than the
€30,279 thousand recorded at 31 December 2018, explai-
ned by:

> For £€11,851 thousand, the right-of-use assets derived
from IFRS 16 application including the property mainte-
nance carried out;

> For €26,558 thousand, the restyling completed in the
year, extraordinary maintenance of the freehold proper-
ties pertaining to the IGD Group’s Italian subsidiaries and
progress made on work at the Officine Storiche section
in Livorno;
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Change in G&A Change in operating Ebitda 2019
expenses result from trading
> Core business Ebtda
77.5%
71.9%
125,195
113,723

2018 2019

> For €26,381 thousand, the fair value adjustments of in-
vestment properties held by the IGD Group’s Italian sub-
sidiaries based on the appraisals made by independent
experts at 31 December 2019;

> For €1,446 thousand, the sales price adjustment paid
for the Katané mall as per the judgement issued by the
Court of Ravenna on 7 June 2019. For more information
please see section 2.5 of this report and section 45 of the
explanatory notes;

> For €2,052 thousand, the extraordinary maintenance of
the Romanian subsidiary Win Magazin SA’s freehold pro-
perties;

> For €4,500 thousand, fair value adjustments of invest-
ment properties held by the Romanian subsidiary Win
Magazin SA based on independent appraisals at 31 De-
cember 2019.

> EBIT

EBIT amounted to €50,343 thousand, a decrease of 38.0%
against 2018. In addition to the abovementioned rise in
EBITDA, the result reflects the negative balance of wri-

> FINANCIAL INCOME AND CHARGES

> Financial income

36,752

32,498

2018 2019

Financial charges went from €32,498 thousand at 31 De-
cember 2018 to €36,752 thousand at 31 December 2019.
The increase, of around €4,254 thousand, is attributable
mainly to:

> For €1,931thousand, an increase in the financial charges
recognized in the period as a result of IFRS 16 application
(for more information about first-time adoption of IFRS 16
please refer to section 4.6.2.1 of the Explanatory Notes);

> For €3,226 thousand, the amortized cost expense
stemming from recognition of the difference between the
present value of the new cash flows discounted at the ori-
ginal effective interest rate and the present value of the
cash flows of the original liability following the issue of
the new €400 million bond and the partial repurchase of
outstanding bonds for a total €237,607 thousand,;

> The decrease in financial charges for bonds following
the redemption, in January 2019, of a €150 million bond
loan and the issue of a new €400 million bond in No-
vember, as well as the partial refinancing of current debt

tedowns and fair value adjustments of €72,788 thousand
(€43,136 thousand in 2018) and the net positive impact of
the four businesses acquired in 2018 of €12,857 thousand.

amounting to €237,607 thousand, namely the outstan-
ding €229,207 thousand of a €300 million bond and the
outstanding €8,400 thousand of a €162 million bond €
(for more information see section 2.5 of this report);

> Higher interest linked to the loan commitments assu-
med as a result of the purchase of the 4 businesses finali-
zed in April 2018 and the €200 million loan granted in the
first quarter of 2019;

> Higher financial charges on committed lines.

The average cost of debt (without considering recurring
and non-recurring transaction costs) at 31 December 2019
was 2.35%, down from 2.65% in the same period of the
previous year, while the weighted average effective cost
of debt went from 2.88% at 31 December 2018 to 2.98%.

The interest cover ratio (ICR), the ratio of Ebitda to in-
terest expense, came to 3.28x, net IFRS 16 application.
Lower compared to the 3.47x posted in the prior year.
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> EQUITY INVESTMENTS AND PROPERTY SALES

The result posted at 31 December 2019, €11 thousand, is attributable to the sale of the “Palazzo Orlando” property fina-
lized in September (for more information about the transaction please refer to section 2.5 of this report).

> TAXES

31/12/2019
Current taxes 1,450
Deferred tax liabilities (502)
Deferred tax assets 37
QOut-of-period income/charges - Provisions 26
Total income taxes for the period 1,011

The tax burden, current and deferred, reached €1,011 thou-
sand at 31 December 2019, a decrease of €1,265 thousand
against 31 December 2018. The change is attributable pri-
marily to () the adjustment made to deferred tax assets
and liabilities in order to align the fair value with the tax

> GROUP NET PROFIT

As a result of the above, the Group’s net profit came to
€12,591 thousand, lower than the €46,388 thousand re-
corded in 2018.
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31/12/2018 Change
1,431 19
488 (990)
359 (322)

(2) 28
2,276 (1,265)

assessed value of a few real estate investments held by
subsidiaries and (7)) the impact of the deferred tax reco-
gnized in accordance with IFRS 16 (for more information
about IFRS 16 adoption please refer to section 4.6.2.1 of
the Explanatory Notes).

46,388

12,591

2018 2019

The change in net profit compared to the prior year is detailed below.

11,472 453 -42,828

46,388

-4,158
1,264 12,591
Group net profit Change in core Change in Change in Change in Change in taxes Group net profit
2018 business Ebitda* “Porta a mare” amortization, extraordinary 2019
project Ebitda depreciation, and financial
provisions and management

fair value

> CORE BUSINESS FFO

FFO (Funds from Operations), an indicator used widely
in the real estate sector (REITs), which measures the cash
flow generated by a company’s core business, reached
€83,284 thousand at 31 December 2019, an increase of
€3,590 thousand or 4.5% compared to the same period
of the prior year. The change is explained by the impro-

Founds from Operations 2019
Core business EBITDA* 125,769
IFRS16 Adjustment (Payable leases) (10,302)
Financial management Adj (31,384)
Extraordinary management Adj (o]
Current taxes for the period Adj (1,148)
FFO 82,935
Negative Carry 349
FFO ADJ 83,284

vement in core business Ebitda and financial charges de-
scribed above. The figure does not reflect the one-off ne-
gative carry linked to the refinancing of future maturities.

The increase is consistent with the guidance disclosed to
the market which called for an increase in the range of
+4/5%.

2018 Delta Delta%
13,723 12,046 10.6%
(o] (10,302) n.a.
(32,504) 1,120 -3.4%
o [0} n.a.
(1,524) 376 -24.7%
79,695 3,240 4.1%
(o] 349
79,695 3,589 4.5%

* Net of non-recurring expenses
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1,744 1,120 376

79,695

FFO 2018 Change in core Change in financial Change in taxes
business Ebitda* management and other
(Net liability
Management)
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82,935

FFO 2019

349

83,284

Negative Carry

FFO 2019 ADJ

2.2.2 // Statement of financial position and financial review

The IGD Group’s statement of financial position at 31 December 2019 can be summarized as follows:

(amounts in thousand of Euro) 3112.2019
Fix assets 2,365,214
Assets under construction and
advances 40,827
Intangible assets 12,535
Other tangible assets 8,970
Sundry receivables and other non- 18
current assets
Equity investments 223
NWC 18,441
Founds (7,125)
Sundry payables and other non current
liabilities QIS
Net deferred tax (assets)/liabilities (26,313)
Total use of founds 2,391,017
Total shareholders’ equity 1,211,014
Net (assets) and liabilities for derivative
instruments 17,365
Net debt 1,162,638
Total sources 2,391,017

The principal changes, compared to 31 December 2018,
relate to:

// Investment property, which rose by €18,687 thousand
as a result mainly of:

> First-time application of IFRS 16. The Group recognized
right-of-use assets of €66,431 thousand at 1 January 2019,
relating to the leases on the malls in the “Centro Nova”,
“Centro Piave” and “Fonti del Corallo” shopping centers
and the parking area in the “Centro d’Abruzzo”, and lease
liabilities of €62,920 thousand;

> The reclassification to investment property of finished
projects relating to () for €1,497 thousand, restyling of
the Fonti del Corallo Shopping Center, (7)) for €1,421 thou-
sand, remodeling of the spaces in the same center as per
the agreement signed between IGD SIIQ and Unicoop
Tirreno to reduce the area of the hypermarket and cre-
ate, consequently, three new midsize retail areas, (/i) for

3112.2018 A %
2,346,527 18,687 0.79%
36,563 4,264 10.44%
12,696 161) -1.28%
9,615 (645) -7.19%
m 7 6.36%
277 (54) -24.22%
26,019 (7,578) -41.09%
(8,164) 1,039 -14.58%
19,742) (2,131 9.74%
(26,340) 27 -0.10%
2.377.562 13,455 0.56%
1,252,338 (41,324) -3.41%
17,364 1 0.01%
1,107,860 54,778 4.71%
2,377,562 13,455 0.56%

€2,585 thousand, restyling and remodeling of the space
(joining/dividing stores) on the first floor of the Casilino
mall in Rome and (iv) for €1,232 thousand, restyling of the
Gran Rondd mall in Crema;

> Extraordinary maintenance relating primarily to earth-
qguake proofing, fire alarm and electrical systems in shop-
ping centers, specifically at Citta delle Stelle in Ascoli, Ca-
silino and Tiburtino in Rome, La Torre in Palermo, Centro
Lame in Bologna and ESP in Ravenna of €14,605 thou-
sand;

> The addition of €1,446 thousand to the purchase price
of the Katané mall as ordered by the Court of Ravenna on
7 June 2019. For more information see section 2.5 of this
report and note 45 of the Explanatory Notes;

> The acquisition, which was finalized on 30 September
2019, by IGD of the remaining 50% of the “Darsena City”
Shopping Mall in Ferrara, of which it was already co-ow-
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ner, for €14,132 thousand,;

> The sale by Porta Medicea S.r.l. (a wholly-owned sub-
sidiary of the IGD Group) of “Palazzo Orlando”, an office
building in Livorno, for €12.8 million (excluding taxes);

> The fair value adjustment of investment property which
was revalued in the amount of €5,269 thousand and writ-
ten down by €77,131 thousand for a net negative impact
of €71,862 thousand.

// Assets under construction and advances, which
showed an increase of €4,264 thousand attributable pri-
marily to:

> Investments made in the year of around €11,889 thou-
sand, explained mainly by: (i) for €943 thousand, com-
pletion of the restyling at the Fonti del Corallo Shopping
Center; (ii) for €1,061 thousand, the remodeling work
completed at the same center pursuant to the agreement
signed between IGD SIIQ and Coop Alleanza 3.0; (iii) for
€2,622 thousand, restyling and remodeling of the space
(combining/dividing stores) on the first floor of the Ca-
silino mall in Rome, (iv) for €1,232 thousand, restyling
of the Gran Rondd mall in Crema; (v) for €210 thousand
the planning of restyling at La Favorita in Mantova and
Porto Grande in San Benedetto del Tronto; (vi) for €698
thousand, the remodeling of the Le Maioliche in Faenza,
Cone in Conegliano and Porto Grande in San Benedet-
to del Tronto, pursuant to the agreement signed betwe-
en IGD SIIQ and Coop Alleanza 3.0 to reduce the size of
the hypermarket and increase the size of the mall; (vii)
for €45 thousand, the creation of new midsize retail areas
at the Gran Rondo Shopping Center and Retail Park in
Crema; (viii) for €103 thousand, restyling at the Darsena
Shopping Center in Ferrara and Punta di Ferro in Forli,
and (ix) for around €4,984 thousand, continuation of the
work on Officine Storiche;

> For €6,773 thousand, investments completed in the
year and reclassified, for €6,736 thousand, to investment
property as described above and, for €37 thousand, to
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equipment and other assets;

> For €72 thousand, an impairment loss on the Porto-
grande expansion and, for €66 thousand, the positive im-
pact of the fair value measurement of the Officine Stori-
che (Porta a Mare) construction project;

> For €1,001 thousand, the decrease in advances.

// Other plant, property and equipment and intangible
assets which changed due primarily to amortization and
depreciation recognized in the period.

// Equity investments, which dropped by about €54
thousand due to the first-time consolidation of the whol-
ly-owned subsidiary RGD Ferrara;

// Net working capital which showed a decrease of €7,578
thousand against 31 December 2018 explained primarily
by:

> Anincrease in work in progress inventory of €390 thou-
sand attributable mainly, for €1,729 thousand, to the work
carried out in the year and the sale of 1 property, 2 garage
and 1 parking place, and, for €920 thousand, the write-
down to adjust carrying amount to the lower of cost and
appraised fair value;

> A decrease in trade receivables payable by third parties
of around €2,905 thousand,;

> A decrease in other current assets due mainly to the
release of the €2,554 thousand in deferred costs linked to
the new loan granted by BNP Paribas in October 2018, but
disbursed in the first quarter of 2019;

> An increase in trade payables of €1,954 thousand as
a result primarily of work done in the last quarter of the
year;

> An increase in other current liabilities of €532 thousand
attributable mainly to deferred revenue for 2020.

(amounts in thousand of Euro) 3112.2019
Inventories and payments 33,602
Trade receivables vs third parties n,1n4
Trade and other receivables

- 921
vs related parties
Other current assets 3,084
Trade and other payables 15,960
Trade and other payables 1,031
vs related parties
Tax liabilities 2,601
Other current liabilities 10,688
NWC 18,441

// Provisions, which were €1,039 thousand lower due
mainly to the utilization of the provision for risks and char-
ges following the signing of the settlement agreement
between IGD, IIS and Demostene S.p.A. to close the legal
dispute relating to the purchase price adjustment for the
mall in the «Katané» Shopping Center in Gravina di Cata-
nia paid by IGD in 2019, partially offset by the provisions
made for bonuses payable to employees in 2020, for a
few IMU disputes underway relating to the ESP (Raven-
na) and La Torre (Palermo) shopping centers, as well as
relating to complaints filed by the former employees of a
retailer to whom IGD had leased a property, now redelive-
red, located in the Coné Shopping Center and adjustmen-
ts to employee severance;

// Payables and other non-current liabilities increased by
€2,131 thousand due to the increase in security deposits
from subsidiaries pursuant to the framework agreement
signed with Coop Alleanza 3.0 in November 2018 and the
advances received, partially offset by the reclassification
to tax payables of the current portion (payable within one
year) of the substitute tax accrued to Punta di Ferro when
it obtained SIINQ status;

// The Group’s net equity amounted to €1,211,014 thou-
sand at 31 December 2019. The decrease of €41,324 thou-
sand is explained by:

> For €55,153 thousand, the distribution of the dividend
for 2018;

3112.2018 A %
33,212 390 1.16%
12,915 (1,801) -16.20%
2,025 (1,104) -119.87%
5,441 (2,357) -76.43%
14,248 1.712 10.73%

789 242 23.47%
2,376 225 8.65%
10,156 532 4.98
26,024 (7,583) -41.09%

> An adjustment of the CFH reserve linked to the deri-
vatives accounted for using the cash flow hedge method
which amounted to around €1,180 thousand for the parent
company and around -€1,722 thousand for a subsidiary;

> For €294 thousand, the partial sale of the treasury sha-
res held;

> For €1,886 thousand, the first-time application of IFRS
16;

> For approximately -€133 thousand, movements in the
translation reserve for the translation of foreign currency
financial statements;

> For €290 thousand, the adjustment of the reserve for
the recalculation of defined benefit plans;

> For €23 thousand, a positive change in the costs for the
capital increase completed in 2018, net of the tax effect,
recognized in a separate reserve for costs relative to ca-
pital increases in accordance with applicable accounting
standards;

> For €12,591 thousand, the Group’s portion of the profit
for the year.

// Net liabilities for derivatives were in line with the prior
year;

// The net financial position at 31 December 2019 was
about €54.8 million higher with respect to the prior year.
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The changes are shown below:

54,551 1,162,638

1,107,860 -87,868 55,153 10,113
-4,666 27,495
Net debt Earnings Change in NWC Net Dividend Other financial IFRS16 Net debt
31/12/2018 before taxes investments changes 31/12/2019
The breakdown of the net financial position is shown below:
1,232,494 -128,676
1,162,638

58,820
(o]

Short-term debt Current share of

long-term debt

The gearing ratio reflects the debt to equity ratio, inclu-
ding non-controlling interests but excluding the CFH re-
serves. The revised gearing ratio reflects the debt to equi-
ty ratio, including non-controlling interests but excluding
the CFH reserves and IFRS 16 application.

The revised ratio came to 0.91 at 31 December 2019 (ge-
aring ratio of 0.95), higher than the 0.88 recorded at 31
December 2018.
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Long-term debt

Cash and cash Net debt
equivalents
Adj Net equity ll
0.88 0.95 Net debt H

1,265,891 1,225,020

1,162,638

1,107,860

2018 2019

2.3 // EPRA Performance Indicators

The IGD Group decided to report on a few of the EPRA
performance indicators?, in accordance with the recom-
mendations found in “EPRA Best Practices Recommenda-
tions”1,

EPRA Vacancy Rate: the portfolio’s vacancy rate calcu-
lated as the ratio between the estimated market rental
value (ERV) of the vacant premises and the ERV of for the
whole portfolio. Given the different characteristics of the
portfolio and the Italian market with respect to the Roma-
nian one, the vacancy rate was calculated separately for
each asset class and for the two countries.

EPRA Net Asset Value (NAV): is the fair value of the net
assets calculated over the long term and on a going con-
cern basis, based on the equity pertaining to the Group
(as shown in the financial statements in accordance with
IFRS standards) net of certain assets and liabilities that
are not part of normal operations, like the fair value of
hedges or the deferred taxes on market appraisals of the
properties and hedging instruments.

EPRA Triple Net Asset Value (NNNAYV): is the EPRA NAV
adjusted to include the fair value of (i) hedging instru-
ments, (ii) financial debt and (iii) deferred taxes.

EPRA Cost Ratios: are ratios aimed at providing a consi-
stent comparison base for a company’s main structural
and operating costs calculated by expressing operating
costs and general overhead, net of management fees and
a limited number of other items, as a percentage of gross
rental income. There are two EPRA Cost Ratios, one whi-
ch includes and one which excludes direct vacancy costs.

EPRA Earnings: is a measure of a company’s underlying
operating performance net of fair value adjustments,
gains and losses from the sale of investment property and
a limited number of other items that are not considered to
be part of the company’s core business.

EPRA Net Initial Yield (NIY): is a measure calculated as
the annualized rental income (including variable and tem-
porary revenue), less non-recoverable operating expen-
ses, divided by the market value of the real estate assets,
net of properties currently being developed.

9. European Public Real estate Association
10. See www.epra.com

EPRA “Topped-up” NIY: is a measure calculated by ma-
king an adjustment to EPRA NIY based on the annuali-
zed rental income (including variable and temporary re-
venue) excluding any other temporary incentives such as
discounted rent-free periods and step rents.

The results obtained by applying the EPRA Best Practices
Recommendations are summarized below:

EPRA Performance Measure 31/12/2019 31/12/2018
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The NAV and NNAYV earnings per share calculations are shown below:

NNNAV Calculation

€000
Total number of shares*
1. Group Shareholders’ Equity 1,252,338
Excludes Fair value of financial instruments 17,364
Excludes Deferred taxes 28,480

Excludes Goodwill as a result of deferred taxes

2. EPRA NAV 1,298,182
Includes  Fair Value of financial instruments (17,364)
Includes Fair value of debt 1,16

Includes Deferred taxes (28,480)

3. EPRA NNNAV

1,263,454

The NAV was down against the figure posted at 31 De-
cember 2018 (-3.1%) due mainly to the changes in net
equity. These changes are primarily attributable to: () the
payment of dividends in the year; (/) other minor chan-
ges in equity and (iv) the change in the earnings for the
year which were affected mainly by the decrease in the
properties’ fair value, only partially offset by the growth
in FFO and the increase in the cash flow hedge reserve.
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3112.2018 (a)

31.12.2019 (b) A% (b vs a)

€p.s. €°000 p-s.
110,341,903 110,341,903
11.35 1,211,015 10.98 -3.3%
17,365 n.a
29,628 n.a

1,258,008
(17,365) n.a
(5,636) -150.7%
(29,628) n.a

1,205,379

The NNNAV was lower than in the prior year (-4.6%). This
change, in addition to the above, is attributable primarily
to the negative change in the fair value of debt, calculated
by discounting cash flows at a risk-free rate plus a market
spread. This change is explained by the risk-free rate and
spread used, which were updated to reflect market con-
ditions at 31 December 2019, as well as by a change in the
composition, duration and cost of debt.

The EPRA Net Initial Yield (NIY) and the EPRA “topped-up” NIY are shown below:

NIY and "Topped-up”
NIY disclosure

€000 Italy Romania

Investment property - wholly owned 2,197,556 150,290

Investment property - share of JVs/Funds 0 0
Trading property (including share of JVs) 33,560 0
Less developments -479,301 0]
Completed property portfolio 1,751,815 150,290
Allowance for estimated purchasers’ costs 0] 0]
%ﬁjsasti%r% completed property portfolio B 1,751,815 150,290
Annualised cash passing rental income 106,129 10,418
Property outgoings -12,287 -1,297
Annualised net rents A 93,842 9,121
Add: notional rent expiration of rent free 1700 282
periods or other lease incentives ’

Topped-up net annualised (o4 95,542 9,403
EPRA NIY A/B 5.4% 6.1%
EPRA “Topped-up” NIY c/B 5.5% 6.3%

The net initial yield is the annualized rents generated by
the portfolio (including variable and temporary revenue),
net of irrecoverable operating costs expressed as a per-
centage of the real estate portfolio’s fair value, excluding
development properties and assets being remodeled.
Annualized rental income includes all the adjustments the
company is allowed to take under the leases at the end of
each year (indexing and other changes).

The real estate assets considered for the purposes of NIY
(the completed portfolio) include: (i) the properties held
100% by the Company; (ii) any properties held in joint
venture and (iii) assets held for trading. Plots of land and
properties under development are not included. The pro-
perties (hypermarkets and malls) which, based on the fra-
mework agreement signed with Coop Alleanza 3.0 in No-
vember 2018, will be remodeled, were reclassified under
“Investment properties under development”.

Full year Full year
3112.2019 3112.2018
Total Leasehold Total Italy Romania Total

(no IFRS16)

2,347,846 54,800 2,402,646 2224191 154,790 2,378,981

o o] (o] 0 o (o]
33,560 6] 33,560 33,170 0 33,170
-479,301 o] -479,301  -518,810 0 -518,810
1,902,105 54,800 1,956,906 1,738,550 6] 1,893,340
o ] [o] ¢} 0 (o]

1,902,105 54,800 1,956,906 1,738.550 154,790 1,893,340

116,547 12,568 129115 104,602 ) 114,763
-13,584 -417 14,001  -11,670 0 -12,820
102,963 12,151 15,114 92,931 0 101,943
1,982 143 2,125 1,354 0 1,960
104,945 12,294 117,239 94,286 9,671 103,903
5.4% 22.2% 5.9% 5.3% 5.8% 5.4%
5.5% 22.4% 6.0% 5.4% 6.2% 5.5%

The EPRA “Topped-up” NIY is a measure calculated by
making an adjustment to EPRA NIY based on the annuali-
zed rental income (including variable and temporary reve-
nue) at capacity, namely excluding any temporary incenti-
ves such as discounted and step up rents.

As a result of IFRS 16, in 2019 the NIY of leasehold pro-
perties was also calculated, consistent with EPRA Best
Practices Recommendations. These indicators, net of
IFRS 16, were in line with the prior year with EPRA NIY
coming in at 5.4% and “topped-up” NIY at 5.5%.

The EPRA vacancy rate in Italy was 3.2% higher than in
the prior year (when it reached 2.8%), due to the increa-
sed vacancy rate for malls (4.5% versus 3.8% in the prior
year), while full vacancy was posted for hypermarkets,
consistent with the prior year. The EPRA vacancy rate in
Romania came to 2.4%, higher than the 2.9% recorded in
2018.
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The calculation used to determine the Epra Cost Ratios is shown below: The Epra Earnings per share calculation is shown below:
Cost Ratios 2019* 2018 Earnings & Earnings Per Share 2019 2018
Include i(rg)c,o&rc:]rgsntgggarﬁgﬁt/ operating expense line per IFRS -37,017 -44,878 e 12,591 46,388
Include (i) Net service charge costs/fees 3,505 3,627 Epra Earnings Adjustments:
Include (i) Management fees less actual / estimated profit (D Changes in value of investment properties, development
element 5,472 5,132 properties held for investment and other interests 72,788 30,280
Include (iv) Othether operating income / recharges intended to 19 30 (i) Profits or losses on disposal of investment properties development 1 85
cover overhead expenses less any related profits properties held for investment and other interests
Include (v) Share of Joint Ventures expenses @iif) Profits or losses on sales of trading properties including 69 561
impairment charges in respect of trading properties
Exclude (if part of the above) . : .
(vi) Investment Property depreciation (iv) Tax on profits or losses on disposals -19 -157
Exclude (vii)) Ground rent costs 3 10,265 (v) Negative goodwill / godwill impairment o) [0}
Exclude (vii)) Service charge costs recovered through rents but (vi) Changes in fair value of financial instruments and associated 3,442 o
not separately invoiced close-out costs ’
EPRA Costs (including direct vacancy costs) (A) -28,018 -25,824 (vii) Acquisition costs on share deals and non-controlling joint o o
venture interests
(ix) Direct vacancy costs -3,601 -2,587 (viii) Deferred tax in respect of EPRA adjustments -1,524 -1,012
; f . o (ix) Adjustments (i) to (viii) above in respect of joint ventures (unless
EPRA Costs (excluding direct vacancy costs) (B) 24,417 23,230 ey nelucag wnker s ser ol cono ik ton) [o) o
() Gross Renetal Income less ground rent costs - per IFRS 155,256 141,496 (x) Non-controlling interests in respect of the above [o] (o]
(xi) Lesess: service fee and service charge costs -3,505 -3,627 EPRA Earnings 87,336 76,146

components of Gross Rental Income (if relevant) (x)

(xii) Add: share of Joint Ventures (Gross Rental

Income less ground rent costs) Company specific adjustments:

Gross Rental Income (C) 151,751 137,869 (a) General provisions and depreciations 1,426 1,104

EPRA Cost Ratio (including direct vacancy costs) (A/C) 18.5% 18.7% (b) Non-controlling interest in respect of the above o (o]

EPRA Cost Ratio (excluding direct vacancy costs) (B/C) 16.1% 16.9% (c) Tax on profit or losses on disposals 19 157
(d) Contingent tax 26 -2

* Following the introduction of the new accounting standard IFRS16, rents owed for leasehold properties were not included in “(1)
Administrative/operating expense line per IFRS income statement”, “(vii)) Ground rent costs” or “(x) Gross Rental Income less ground (e) Other deferred tax 1,059 1,859
rent costs - per IFRS”.

(f) Capitalized interests [o] (o]
The decrease in the EPRA cost ratio is linked to the drop In 2019, and in the prior year, the Group Company did (@) Current Tax 302 302
in direct costs and general expenses as a percentage of not capitalize operating costs, with the exception of €25
gross rental income and the adoption of IFRS 16. thousand in project management costs linked to Porta a (h) Ground rent costs, adjustment financial results and non - recurring expenses -7,446
Mare. (1) Other Adjustment for no core activities 562 129
Company specific Adjusted Earnings 83,285 79,695
Earnings Per Share (New number of shares) 110,341,903 110,341,903

Number of shares*

Earnings Per Share 0.79 0.69
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The EPRA Earnings indicator is calculated by excluding
non-monetary items (write-downs, fair value gains and
losses on properties and financial instruments recognized
in the income statement, any impairment or revaluations
of goodwill), as well as non-recurring items (gains or los-
ses from the disposal of investment properties, profits ge-
nerated by trading along with current tax, costs relating
to the advance repayment of any loans), deferred tax re-
lating to the fair value of properties and financial instru-
ments recognized in the income statement, as well as the
portion of these items that pertains to non-controlling in-
terests. The main differences with respect to FFO relate
to generic amortization, depreciation and provisions, as

Property-related CAPEX (Euro / thousands)

Acquisitions
Development
Liike-for-like portfolio
Other

Capital Expenditure

With regard to capex capitalized for freehold properties
please refer to the following sections of the Report on
Operations:

> 2.2.2 Statement of financial position and financial re-
view

> 2.5 Significant events - Investments

and the Explanatory Notes (section 4.6) Notes 12), 13),
14),15), 16), 17).

For the accounting standards used for the various asset
classes please refer to the Explanatory Notes (section
4.6.2.0).
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well as the above EPRA adjustments, the non-recurring
tax recognized in the income statement and the deferred
tax that does not relate to the fair value of properties and
financial instruments recognized in the income statement.
The figure posted at 31 December 2019 shows a signifi-
cant increase of €11,190 thousand or +14.7% against the
same period of the prior year. This increase is higher than
the increase in FFO due to IFRS 16 application.

> Additional information on investment properties

In accordance with EPRA Best Practices Recommenda-
tions, the capital expenditure made in the last two years
is shown below:

31/12/2019 31/12/2018
14,130 195,480
6,690 6,160
21,480 14,290

420 30
42,720 215,960

With regard to the real estate portfolio appraisals, the
independent experts selected and the appraisal criteria
used, please refer to section 2.6 The Real Estate Portfolio
of the Report on Operations and section 4.6.3 Use of Esti-
mates of the Explanatory Notes.

The reports issued by each independent expert on the
appraisals made at 31 December 2019 are in section 2.7
Appraisals of the Independent Experts.

The reconciliation of the fair value shown in the indepen-
dent experts’ appraisals and the book value of the real
estate portfolio, along with any changes in the classifica-
tion of real estate assets are reported in section 2.6 The
Real Estate Portfolio in the Report on Operations.

2.4 // The Stock

IGD’s shares are traded on the Mercato Telematico Azio-
nario (MTA - screen-based stock market) managed by
Borsa ltaliana as part of the Industry Finanza and Super
Sector Beni Immobili; IGD is also part of the STAR seg-
ment. The stock began trading on 11 February 2005.

The minimum lot is €1.00 and the company’s specialist is
Banca IMI.

IGD’s stock symbols:

RIC: IGD.MI

BLOOM: IGD IM

ISIN: ITO005322612

Borsa Italiana ID instrument: 327.322

IGD SIIQ SpA's share capitalamounts to €650,000,000.00,
broken down into 110,341,903 ordinary shares without a
stated par value.

> The main indices in which IGD’s stock is included:

> FTSE All-Share Capped, FTSE Italia All-Share, FTSE Ita-
lia STAR, FTSE Italia Mid Cap, FTSE Italia Finanza, FTSE
Italia Beni Immobili

> FTSE ltalia PIR Mid Cap Index, FTSE Italia PIR Mid Small
Cap Index, FTSE Italia PIR PMI All Index, FTSE ltalia PIR
PMI Plus Index, FTSE Italia PIR STAR Index, FTSE Italia PIR
Benchmark Index, FTSE ltalia PIR Benchmark STAR Index,
FTSE Italia PIR Large & Mid Index

PIR: Piani Individuali di Risparmio

> FTSE EPRA/NAREIT Global Real Estate Index, FTSE
EPRA/NAREIT Global Real Estate Index, FTSE EPRA/
NAREIT Developed, FTSE EPRA/NAREIT Developed Di-
vidend +, FTSE EPRA/NAREIT Europe, FTSE EPRA/NA-
REIT Euro Zone, FTSE EPRA/NAREIT Developed Europe
Ex UK Dividend

EPRA: European Public Real Estate Association

> WisdomTree Europe SmallCap Dividend, WisdomTree
International SmallCap Dividend, WisdomTree Global Di-
vidend, WisdomTree International Equity, WisdomTree
International High Dividend, WisdomTree Europe Equity
Income

> S&P Developed BMI Index, S&P Developed Ex-Germany
Customized REIT Index, S&P EPAC BMI Index, S&P Euro

pe BMI Index, S&P Italy BMI Index, S&P Italy High Income
REIT Index, S&P Eurozone BMI Index, S&P GIVI Develo-
ped Index, S&P GIVI Italy Index, S&P Global BMI Index,
S&P Global SmallCap Select Index, S&P Intrinsic Value
Weighted Developed Index, S&P Intrinsic Value Weighted
Europe Index, S&P Intrinsic Value Weighted Global Index,
S&P Low Beta Developed Index, S&P Pan Europe BMI, S&P
Southern Europe BMI

> MSCI Europe Small Cap Index, MSCI Italy Small Cap In-
dex, MSCI lItaly Investable Market Index, MSCI ACW!I IMI|
Index, MSCI World IMI Index, MSCI Europe Real Estate IMI
Index

> EURO STOXX Total Market Index (TMI), Euro STOXX
Total Market ESG-X, Euro STOXX Total Market Financials,
Euro STOXX Total Market REITs, Euro STOXX Total Market
Small, Euro STOXX Total Market Value, EUR (Net Return),
Euro STOXX Total Market Value EUR (Price), Euro STOXX
Total Market Value Small EUR (Net Return), Euro STOXX
Total Market Value Small EUR (Price)

> STOXX All Europe Total Market Index (TMI), STOXX
Developed Markets Total Market, STOXX Developed Mar-
kets Total Market ESG-X, STOXX Developed Markets Total
Market Small, STOXX Developed and Emerging Markets
Total Market, STOXX Europe TMI Value, STOXX Europe
TMI Value Small, STOXX Europe Total Market Index (TMI),
STOXX Europe Total Market ESG-X, STOXX Europe To-
tal Market Financials, STOXX Europe Total Market REITs,
STOXX Europe Total Market Real Estate, STOXX Europe
Total Market Real Estate Holding & Development, STOXX
Europe Total Market Retail REITs, STOXX Europe Total
Market Small EUR (Gross Return), STOXX Europe Total
Market Small EUR (Net Return), STOXX Europe ex UK To-
tal Market Index (TMI), STOXX Europe ex UK Total Market
Small, STOXX Europe ex UK Total Market Small EUR (Pri-
ce), STOXX Global Total Market, STOXX Italy Total Market
Index (TMI).

> {STOXX Developed and Emerging Markets ex USA PK
VN Real Estate, iSTOXX Italy Small Mid Cap

> |EIF Europe, IEIF Eurozone, IEIF Eurozone hors-France,
IEIF Europe Continentale, IEIF Italie

IEIF: Institut de I'Epargne Immobiliere et Fonciere

> GPR IPCM LFFS Sustainable GRES Index, GPR Europe
ex-UK ESG+, GPR Eurozone ESG+

GPR Global Property Research
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> |GD’s stock price since 2 january 2019
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* Source: Italian Stock Exchange data compiled by IGD

> Volumes of IGD stock traded since 2 January 2019
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* Source: Italian Stock Exchange data compiled by IGD
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Dec 19

Dec 19

Jan 20

Jan 20

IGD’s stock price rose 15.2% in 2019: from the €5.38 recor-
ded on 28.12.2018 to €6.20 on the last day of trading for
the year, 30 December 2019.

The 2019 high was reached on 7 May (£6.86), while the
low for the year (€5.24) was reached on 20 August, after
which the stock began to rally to reach the period high of
€6.44 on 29 November. Beginning mid-November 2019,
the stock returned to trading above €6.

In 2019 an average of 150,782 IGD shares were traded each
day. In the first half average volumes were slightly higher
(160,891) than in the second half of the year (140,833),
hitting a volume high around 13 May when the 2018 divi-
dend was paid.

In 2019 the Company continued with the program aimed
at enhancing the liquidity of IGD’s shares begun on 4 Sep-
tember 2017 and, subsequently, extended through 4 Sep-
tember 2020. The purpose of this program, executed by
an independent broker, is to support regular trading and
avoid price fluctuations not in line with market trends.

There is a certain stability in the market float because of
the shareholder base which includes a lot of long-term in-
vestors who purchased |IGD’s stock as a value investment
and who are willing to keep the stock for as long as it
takes the stock value to be fully expressed on the market.

> |GD’s stock vs. the Italian stock market index FTSE lItalia All-Share and EPRA/NAREIT Developed Europe

(base 2.1.2019 = 100)
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* Source: Italian Stock Exchange and EPA data compiled by IGD

2019 was a very positive year for the stock markets, with
two main factors driving stock market growth: on the one
hand, progress in the US - China trade talks, on the other,
the change in direction of the Federal Reserve which cut
interest rates 3 times in the 12-month period. The same
accommodative stance was also adopted by central ban-
ks in China and Europe.

In a low-interest environment with high liquidity, investors,
therefore, put aside the concerns about global recession
that existed at the end of 2018.

While there was a certain volatility in the ltalian stock
market during the government crisis begun in July, which
resulted in a shutdown and was then resolved with the
formation of a new coalition on 5 September, it rose 27.2%
in the year. Even if the moments of internal political ten-
sion affected the BTP-Bund spread and, consequently,
the stock market prices, and even if the Italian GDP recor-
ded the lowest growth in the Euro zone (+0.2%), the FTSE
Italy All-Share index recorded growth in line with the main
European indices driven by the brilliant performance of
asset management stocks, the tech sector, luxury and uti-
lities.

In this context, the European real estate sector also po-

Jul 19

Aug 19
Sep 19
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Nov 19
Dec 19
Jan 20

EPRA / NAREIT Developed Europe

sted a very positive performance between year-end 2018
and year-end 2019 (+25.2%), supported by increasingly
low interest rates. If on the one hand this dynamic caused
investors to appreciate the high dividend yield the sec-
tor offered, specifically the REITs (Real Estate Investment
Trusts), on the other hand, it allowed listed companies,
particularly those with high debt levels, to obtain attracti-
ve financing and re-financing conditions. This proved very
useful in an environment which made it hard to dispose of
assets at prices that were not penalizing.

The office and hotel segments, however, benefitted from
favorable market conditions and momentum. Retail was,
however, the least favorite segment: retail real estate
stocks were penalized by the expectation that lack of vi-
sible consumer trends would put pressure on rents going
forward, with Brexit an unknown and an operating envi-
ronment already tested by eCommerce.

In the latter part of 2019, however, the real estate sector
benefitted overall from the repositioning carried out by
many large institutional investors. Sector rotation caused
several asset managers to take profit on utilities, which
were trading at very high multiples, to then invest in un-
dervalued sectors like real estate.
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Even though IGD is an ideal value stock, it only benefitted
partially from this rotation which primarily involved large
caps.

IGD’s stock, which outperformed the benchmarks through
the beginning of May supported by the solid 2018 results
and delivery of the Business Plan targets, underwent a
steeper correction than the reference indices: it initially
was in line with the real estate sector derating and then,
between July and August, was penalized by the increased
political risk in Italy, before showing a decided recovery
in the second half of August which allowed the stock to
close the year 18.3% higher than the low hit on 20 August.

2020 started on a very positive note, in the wake of
the announcement that Phase 1 of the US - China trade
agreement would be signed, which it was on 15 January.
The prospect of an organized exit of the United Kingdom
from the European Union also contributed to increased
market clarity. Already in the first few weeks of 2020,
however, there were elements that increased investors’
risk perception. If the tensions in the Middle East caused
an increase in volatility, without compromising the upward
trend of the main stock exchanges, the spread of the
coronavirus epidemic is affecting the trend’s direction.

For the moment IGD’s stock can, however, count on a few
solid elements: a 2019 dividend yield which, if approved
by the shareholders, will reach 81% and the new cash
flows into PIR funds following approval of a new law
which allows for investments in companies the size of IGD.

The consensus price of the brokers covering the stock at
the end of January 2020 also came to €7.83, well above
recent prices, with two analysts who value IGD above €9.

The gap between the EPRA NNNAV, calculated based on
the real estate appraisals at 31 December 2019, which co-
mes to €10.92 per share, also remains.

The results for 2019, lastly, will provide investors with
ample proof as to how IGD is on the right path to reaching
the targets included in the 2019-2021 Business Plan.

> Dividend
> The 2018 dividend

During the Annual General Meeting held on 10 April 2019
IGD’s shareholders approved a dividend for 2018 of €0.50
per share. Shares went ex-div on 13 May 2019 (detach-
ment of coupon n. 3) and the dividend was payable as
from 15 May 2019. The total dividend payout, therefore,
reached €55,152,956 or 69.3% of FFO, consistent with the
dividend policy included in the 2019-2021 Dividend Policy.
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> The 2019 dividend

During the Annual General Meeting to be held on 9-10
April 2020, the Board of Directors will propose that sha-
reholders approve a dividend of 50 euro cents per share
for 2019, unchanged with respect to the prior year. The di-
vidend yield on the stock price recorded at year-end 2019
(€6.20) is 8.1%: a level which confirms the Company’s
commitment to providing its shareholders with compel-
ling returns.

> Investor relations and financial communication
> Analyst coverage

Even though the MIFID Il directive caused a reduction in
coverage by brokers in Europe, the same brokers (3 do-
mestic and 3 pan-European) covering the stock at ye-
ar-end 2018 were still covering IGD at year-end 2019.

The consensus target price, monitored by the Company,
was €7.82 at year-end 2019.

2/3 of the analysts’ recommendations are positive (Buy,
Accumulate or Outperform), while 2 analysts have a neu-
tral rating. None of the brokers have issued a sell recom-
mendation.

> Presentations and meetings with investors
In 2019 IGD organized four conference calls:
> 26 February, to discuss the FY 2018 results;

> 7 May, to discuss the results for first quarter
2019;

> 2 August, to discuss results for first half 2019;

> 7 November, to discuss the results for the first
nine months of 2019.

There were 105 participants, of which about a half were
institutional investors, in the conference calls.

In 2019, IGD’s management met institutional investors who
manage bond and equity portfolios during roadshows
and conferences held in Europe’s main financial centers
(London, Paris, Frankfurt, Milan, Amsterdam, Brussels, Lu-
xembourg and Madrid).

On the equity side, on 20 March IGD participated in the
STAR Conference in Milan, on 22 May in the Italian Invest-
ment Conference of Kepler Cheuvreux and Unicredit, on
20 June in Morgan Stanley’s Europe & EMEA Property
Conference in London. On 2 July IGD was present at the
Italian Sustainability Day organized at the Milan Stock

Exchange for the third time IGD, while on 11 September
the company participated in the EPRA Conference in Ma-
drid, on 2 October in Banca IMI’s Italian Stock Market Op-
portunities conference in Milan and, lastly, the Mid&Small
conference held in Milan on 19 November.

On the debt side, in addition to taking part in the Real
Estate Fixed-Income Conference organized by Morgan
Stanley in London on 26 September, IGD’s management
also met with different bond fund managers during the
bond roadshows that took place between 13 and 18 No-
vember.

In 2019 management met with a total of around 80 insti-
tutional investors.

> Online communication

Testimony to the effective restyling and the appeal of
enhanced content found on the new version of the cor-
porate website www.gruppoigd.it, online since July 2018,
in 2019 users more than doubled with respect to the prior
year.

In the 2019-2020 Italian Webranking, which Comprend
developed in partnership with Lundquist, IGD was ranked
18th with 69.2 points, higher than the 67.7 points awarded
in 2018.

In 2019 IGD used the social media proactively, with an acti-
ve presence on LinkedIn, YouTube, Facebook and Twitter.
As of August 2019, IGD is also on SoundCloud where the
financial community can register for conference calls.

> Information provided by the IR team

2019 was the twelfth consecutive year in which the inve-
stor newsletter was made available in the Media section
of the website in Italian and English each quarter. The
newsletter is an engagement tool, targeting current and
potential shareholders, which makes it possible to follow
the Company’s progress and new developments, provi-
ding additional information on topics relating to real esta-
te activities, commercial initiatives, liability management
and sustainability.

The Investor Relations team also continued to monitor its
peers through a Peer Group Analysis of the operating re-
sults and trading multiples of retail real estate companies
and to provide senior management with a report every
quarter.

The IR Board Report, which provides the Board of Direc-
tors with information about the most significant changes
in the institutional shareholder base, analysts’ target pri-

ces, as well as IGD’s stock valuations, was also prepared
and updated every quarter.

> Awards received for corporate reporting

IGD is committed to continuously improving the ways in
which it discloses its economic-financial results and su-
stainability performance. The work done to provide grea-
ter detail, transparency and clarity in its annual report has,
for some time, resulted in receiving prestigious internatio-
nal recognition.

In September 2019 EPRA (the European Public Real Esta-
te Association), for the second time, gave IGD’s Conso-
lidated Annual Report 2018 the EPRA BPR Gold Award”
(Best Practice Recommendations).

The Gold Award was given to IGD for having complied
with all the Association’s high standards and after exa-
mining the quality of the annual reports of 175 European
real estate companies. In 2015 and 2016 IGD received the
Silver Award for Consolidated Annual Reports.

As for the Corporate Sustainability Report 2018, for the
fifth year in a row IGD received the’*EPRA sBPR Gold
Award” (Sustainability Best Practice Recommendations),
after careful analysis of 158 European real estate compa-
nies.

> Financial calendar 2020
27 February

Board of Directors’ meeting to approve the draft separa-
te and consolidated financial statements at 31 December
2019.

9-10 April

Annual General Meeting convened to approve the finan-
cial statements for the year ending 31 December 2019 in
first call and second call, respectively.

7 May

Board of Directors’ meeting to approve the Interim Finan-
cial Report at 31 March 2020.

6 August

Board of Directors’ meeting to approve the Half-Year Fi-
nancial Report at 30 June 2020.

5 November

Board of Directors’ meeting to approve the Interim Finan-
cial Report at 30 September 2020.
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2.5 // Significant events
The main events for the year are described below.
// Corporate events

On 2 January 2019 the Parent Company received tranche
A or €125,000,000 of the loan signed on 16 October 2018.
On 7 January 2019 IGD SIIQ used this loan to redeem
the remainder of the original €150,000,000 bond, which
amounted to €124,900.000 at 31 December 2018.

On 26 February 2019 the Board of Directors approved the
draft separate and consolidated financial statements for
FY 2018, as well as the Annual Report on Corporate Go-
vernance and Ownership Structure, included in the annual
report, and the Board of Director’s Compensation Report.
The Board of Directors also approved the ninth Corpo-
rate Sustainability Report which was the second edition
to have received certification from PricewaterhouseCoo-
pers for compliance with the most important internatio-
nal standards (the GRI Standards). Lastly, the Board of
Directors, in front of a notary, approved the transfer of
the Company’s registered office to Via Trattati Comunitari
Europei 1957-2007, n. 13 in Bologna.

On 29 March 2019 the Parent Company received tranche
B or €75,000,000 of the loan signed on 16 October 2018,
which was used to extinguish a few short-term credit lines
and meet cash needs. On the same date, IGD signed four
interest rate swap agreements for a total of €200 million
hedging both tranche A and B of the above-mentioned
loan.

During the Annual General Meeting held on 10 April 2019
IGD SIIQ S.p.As shareholders approved the 2018 finan-
cial statements for IGD SIIQ S.p.A., as presented during
the Board of Directors meeting held on 26 February 2019,
which closed with a net profit of €41.2 million, and also re-
solved to pay a dividend of €0.50 per share. The dividend
was payable as from 15 May 2019.

The total dividend payable, calculated based on the num-
ber of the Company’s shares outstanding at the date of
the AGM (110,276,800), net of any treasury shares held
at the same date, amounted to €55,138,400, to be taken
from:

> For €33,790,720.29, distributable income derived enti-
rely from exempt operations;

> For €15,304,621.34, profits carried forward from exempt
operations;

The income distributed from exempt operations amoun-
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ted to €49,095,341.63 or €0.445201 per share;

> For €2,176,781.55, distributable income derived entirely
from taxable operations;

> For €2,434,994.22, profits carried forward from taxable
operations, as well as generated prior to becoming a SIIQ;

The earnings distributed subject to ordinary income tax
amounted to €4,611,775.77 or €0.041820 per share;

> For €1,431,282.60, or €0.012979 per share, partial utili-
zation of the share premium reserve.

During the AGM shareholders also approved the first
section of the “Compensation Report”, already approved
by the Board of Directors on 26 February 2019, pursuant
to art. 123-ter of Legislative Decree 58/98, and renewed
the authorization granted to the Board of Directors to buy
and sell treasury shares, on one or more occasion, for up
to the maximum allowed by law.

On 9 April 2019 Moody’s issued a press release announ-
cing the downgrade of IGD’s rating from Baa3 (with out-
look negative) to Bal (with outlook stable). With regard
to the impact of Moody’s decision, the Group noted that:

> The decision will not result in any sort of advance re-
demption of the Group’s existing debt;

> The rating downgrade will result in an increase or
“step up” of 1.25% in the annual interest rate paid on the
“300,000,000 2.500 per cent notes due 31 May 2021” and
the “€700,000,000 2.25 per cent Senior Notes due 11 Ja-
nuary 2024”

In light of the above, the Group deemed it opportune to
revise the outlook for FFO in 2019 disclosed on 26 Fe-
bruary from around +6/7% to around +1% due to the in-
crease in financial charges of approximately €5 million per
annum.

On 23 April 2019 the rating agency S&P Global Ratings as-
signed IGD - Immobiliare Grande Distribuzione SIIQ S.p.A.
a “BBB-“rating with outlook stable. As a result of this in-
vestment grade rating with outlook stable, in accordance
with applicable rules and regulations, the step up of 1.25%
in the annual interest rate paid on the “300,000,000 2.500
per cent notes due 31 May 2021” and the “€700,000,000
225 per cent Senior Notes due 11 January 2024”, which
would have resulted in an increase in financial charges of
around €5 million per annum, was not triggered. In the
wake of Standard & Poor’s Global Ratings’ valuation, the
Group confirmed the 2019 guidance for FFO (growth of
+6/7%).

On 7 May 2019 the Board of Directors examined and ap-
proved the interim financial report at 31 March 2019.

On 25 March 2015, Iniziative Immobiliari Siciliane S.r.l. (11S)
filed a lawsuit in Ravenna against IGD asking for damages
of €5,925 thousand (or a greater amount pending verifi-
cation of the figures provided) as a supplement to the pri-
ce paid by IGD for the mall in the Katané shopping center
in Gravina di Catania in 2009. In previous years the Group
had made provisions of €2,154 thousand for this risk.

On 7 June 2019 the court of Ravenna issued sentence n.
600/2019 based on which most of 1IS’s claims were reco-
gnized and IGD was to pay €4,616,023.84, plus interest,
as a supplement to the sales price paid for the mall, as
well as €230,801.19, plus any adjustments for inflation and
interest, in damages for the failure to increase the variable
rent paid, in addition to legal expenses and consultancies.

On 14 June 2019 Demostene S.p.A., assignee of the enti-
re amount payable as ordered by the court, notified IGD
(the debtor) via certified e-mail that the credit, along
with interest (already accrued and accruing) and ancillary
expenses, has been assigned to them without recourse.

After having made the opportune assessments and as re-
solved by the Board of Directors, on 2 August 2019 IGD
sighed a settlement agreement with Demostene S.p.A,,
assignee of the credit, and Iniziative Immobiliari Siciliane
S.r.l., the assignor of the credit, as well as the plaintiff, ba-
sed on which IGD would pay a supplement to the contract
price of €3,600,000.00, plus VAT, and Iniziative Immobi-
liari Siciliane would also expressly waive the right to any
appeals or further proceedings.

On 2 August 2019 the Board of Directors examined and
approved the Half-Year Financial Report at 30 June 2019.
In light of a few factors that could impact the Group’s eco-
nomic results, such as a weak consumer trends, the slight
increase in strategic vacancies resulting in higher costs
which cannot be rebilled and the temporary impact of re-
modeling the midsize retail areas and hypermarkets, the
Group decided to revise the FFO guidance for FY 2019
from +6/7% to a range of between +4% and +5%.

In September 2019 IGD received, for the second time in
a row, the ’EPRA BPR Gold Award” (Best Practice Re-
commendations) for its Consolidated Annual Report 2018.
This prize is recognition of IGD’s enduring commitment to
further increasing the transparency and comparability of
its communication, which benefits investors, the financial
community and all the Group’s stakeholders, in general.

IGD also received, for the fifth year in a row, the “EPRA

sBPR Gold Award” (Sustainability Best Practice Recom-
mendations), for the 2018 Corporate Sustainability Report
which was awarded after careful examination of the CSR
reports of 158 European sector companies. This prize con-
firms the high standards achieved by IGD in terms of su-
stainability reporting.

With regard to the binding agreements signed by the
Group on 28 June 2019, on 30 September 2019 the Group
signhed the definitive agreements with a premiere interna-
tional player calling for:

> The sale by Porta Medicea Srl (a wholly-owned subsi-
diary of IGD Management) of “Palazzo Orlando”, an office
building in Livorno, for €12.8 million (in addition to taxes);

> The purchase by IGD of 50% of the “Darsena City”
Shopping Mall, which it already co-owned;

> The purchase by IGD Management Srl (a wholly-owned
subsidiary of IGD), of the remaining 50% held in the joint
venture RGD Ferrara 2013 Srl - owner since 2013 of the
Darsena City operations - of which IGD was joint-owner.

The Group paid a total of €13.9 million (in addition to ta-
xes) for the two acquisitions.

These transactions will make it possible for IGD to focus
on its core business (retail real estate). More in detail, IGD
will subsequently own all of the “Darsena City” Shopping
Mall, which will allow for greater efficiencies in the mana-
gement of the asset.

Furthermore, as a result of the Palazzo Orlando sale (con-
sistent with the disposal/asset rotation strategy called for
in the Business Plan 2019-2021), the market sales of the
Piazza Mazzini section of the Porta a Mare Project in Li-
vorno are basically finished (in addition to the offices, the-
re are also residences, of which 72 out of 73 are already
sold or pledged) and the focus will now be on completing
the Officine Storiche section, where work is currently un-
derway.

On 22 October 2019 the rating agency Fitch Ratings Ltd
(“Fitch”) assigned IGD a rating of “BBB-" with a stable
outlook.

On 7 November 2019 the Board of Directors examined
and approved the interim financial report at 30 Septem-
ber 2019.

During an Extraordinary Shareholders’ Meeting held on 1
November 2019, IGD’s shareholders approved the propo-
sal to voluntarily reduce share capital, pursuant to and in
accordance with Art. 2445 of the Italian Civil Code, from
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€749,738,139.26 to €650,000,000.00. More in detail, sha-
re capital was reduced by €99,738,139.26, by allocating
€8,154,918.00 to the legal reserve and €91,583,221.26 to a
newly formed distributable capital reserve.

This transaction, neutral from an equity standpoint, did
not modify the targets of the 2019-2021 Strategic Plan nor
the dividend policy contained therein. The purpose of the
reduction is to establish a more flexible capital structure
by creating a non-distributable legal reserve and an avai-
lable distributable reserve, as well as reconciling the pe-
culiarities of the SIIQ regime (specifically the mandatory
distribution of 70% of the income generated by exempt
operations) with the expectations of the capital markets
(return on invested capital or dividend yield).

On 28 November 2019 IGD issued a new €400,000,000
bond. On the same date IGD used part of the proceeds
from the new bond issue to repurchase the bonds tende-
red as a result of the tender offer on outstanding bonds
for a total of €237.6 million. More in detail (i) €229.2 mil-
lion of the €300 million bond due 31 May 2021, coupon
2.50%, and (ii) €8.4 million of the €162 million bond due
21 April 2022, coupon 2.65%. For more information on the
transaction refer to the section “Loans” below.

// Investments

During 2019 the Group continued with development of
the Porta a Mare - Officine Storiche project, restyling and
remodeling of the spaces in malls stemming from the
downsizing of the hypermarkets in the shopping centers
found in Faenza, Conegliano and Porto Grande, as well as
the restyling of the shopping centers in San Benedetto
del Tronto and Mantua. Work is expected to be completed
mid-2020, with the exception of the restyling at the shop-
ping centers in Mantua and Porto Grande which should be
completed in 2021.

Restyling and remodeling of the space at the Fonti del
Corallo center was also completed, as was the restyling
and remodeling of the space (combining/dividing stores)
on the first floor of the Casilino mall in Rome, restyling of
the shopping center in Crema, and extraordinary mainte-
nance.

The investments made at 31 December 2019 are shown
below:

3112.2019

Euro/mn
Acquisition Investment for the purchase of 50% Darsena malls 1413

(ancillary charges included)

Development projects Porta a Mare project; Officine Storiche retail area (in progress) 4.98
Development projects Porta a Mare project (Trading) (in progress) 1.73
Development projects Restyling in progress 1.06
Development projects Restyling completed in 2019 5.85
Development projects Extraordinary maintenance 14.57
Other 0.42
Total investments carried out 42.74

> Acquisitions

As described in the section Corporate Events, on 30 Sep-
tember 2019 the Group acquired the remaining 50% of
the “Darsena City” Shopping Center from a premier in-
ternational real estate player for €14.13 million, including
ancillary charges.
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> Development projects
“Porta a Mare” Project

In 2019 the sale of a residential unit, for which a prelimi-
nary sales agreement had already been signed, closed.
Two garages and one parking place were also sold. As
a result of these transactions, 98.7% of the units are now
sold/pledged.

Work on the Officine Storiche area (residential portion)
continued for a total of around €1,729 thousand, while
work on the retail portion, which is expected be comple-

// Restyling
In 2019 work was completed on:

> The restyling of the Fonti del Corallo Shopping Center
and the remodeling of the spaces in the same center as
per the agreement signed between IGD SIIQ and Unicoop
Tirreno to reduce the area of the hypermarket and create,
consequently, three new midsize retail areas. The costs in

ted in 2020, amounted to approximately €4,984 thou-
sand.

curred for the restyling and the remodeling amounted to
€1,995 thousand at 31 December 2019;

> The restyling of the Gran Rondo Mall in Crema. The co-
sts incurred in the year for this work amounted to €1,232
thousand,;
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During the year work was also begun on:

> Planning the restyling of the La Favorita Shopping Cen-
ter and Retail Park in Mantua and the Porto Grande center
in San Benedetto del Tronto. Work is expected to be com-
pleted by 2021. The costs incurred for the project, thus far,
amounted to €210 thousand at 31 December 2019;

> Remodeling the spaces inside the Le Maioliche center in
Faenza, the Coné center in Conegliano and Porto Grande
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in San Benedetto del Tronto pursuant to the agreement
signed between IGD SIIQ and Coop Alleanza 3.0 to redu-
ce the size of the hypermarket and increase the size of
the mall. The work is expected to be completed in 2020.
A total of €698 thousand had been invested at 31 Decem-
ber 2019;

> Creating new midsize retail areas in the Gran Rondo
Shopping Center and Retail Park in Crema for a total of
€45 thousand at 31 December 2019;

> Restyling at Darsena in Ferrara and Punta di Ferro in
Forli for a total of €103 thousand at 31 December 2019.

> Extraordinary maintenance

In September the requalification and remodeling of the
multiplex cinema found inside Centro Sarca in Sesto San
Giovanni was completed for a total of €1,946 thousand.

Extraordinary maintenance continued in the year for a
total of €12,628 thousand, relating mainly to earthquake
proofing at the Centro d’Abruzzo, Tiburtino, and Casilino
shopping centers, building of canopies for the photovol-
taic system at the ESP Shopping Center in Ravenna and
fire alarm systems, primarily at a few Romanian shopping
centers.

// Loans

On 11 November 2019 the Board of Directors approved the
issue of new senior, non-convertible notes for up to a ma-
ximum of €500 million. The purpose of the transaction
is mainly to reduce the cost of debt and lengthen the
existing financial maturities. On 20 November 2019 IGD
completed the placement of new senior, non-convertible
notes with institutional investors in ltaly and abroad, in ac-
cordance with applicable laws and regulations (excluding
the United States of America, pursuant to Regulation S of
the US Securities Act of 1933 as amended). On 28 Novem-
ber 2019 IGD issued the new notes, in denominations of
€100,000 each, in multiples of 1,000 for up to €199,000,
for a total nominal amount of €400,000,000.

The new notes are governed by English law and have the

following characteristics:
> Maturity of 5 years expiring on 28 November 2024;
> |ssue price of 99.336% of the nominal value;

> Fixed rate of coupon of 2.125% to be paid annually in
arrears, which may be increased by no more than 1.25%
per year subject to the occurrence of certain events linked
to the rating assigned to the New Notes;

> Redemption at maturity at par, plus accrued and unpaid
interest, without prejudice to early redemption provisions
in certain instances, including change of control, as per
the Terms and Conditions provided in the regulations go-
verning the New Notes.

With the proceeds of the issue described above IGD SIIQ
S.p.A.:

> Repurchased the bonds tendered as a result of the in-
termediate tender offer approved by the Board of Direc-
tors of 11 November 2019 on outstanding bonds for a total
of €237.6 million. More in detail (i) €229.2 million of the
€300 million bond loan due 31 May 2021, coupon 2.50%,
and (ii) €8.4 million of the €162 million bond loan due on
21 April 2022, coupon 2.65%.;

> Repaid the outstanding nominal amount of the €300
million bond, due 31 May 2021, not repurchased of €70.8
million;

> Gathered the resources needed to partially finance and/
or refinance the investments called for in the 2020 Busi-
ness Plan amounting to around €91.6 million.
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2.6 // The Real Estate Portfolio

For a better understanding of IGD SIIQ SPA Group’s
real estate portfolio in both markets, below is a brief
description of how the Italian and Romanian retail real
estate markets performed in 2019.

> The European and Italian real estate market

For commercial real estate investments in Continental
Europe, 2019 was a record year. Investments reached an
historic high of €248 billion, an increase of 2% against the
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prior year. If you also take into account Ireland and Gre-
at Britain the total reaches €315 billion, 2% lower than in
2018.

The decline in investments was recorded entirely in Great
Britain where uncertainties tied Brexit led investor to fo-
cus on Continental Europe, particularly Germany.

Historic highs were also recorded in France, the Nether-
lands, Sweden, Italy and Ireland in the year.

SWEDEN B FRANCE M SPAIN
€6.1bn €15.0 bn €3.5 bn
€178 bn TTM €38.7bnTTM €121bn TTM
+ 56% A +12% v -40%
GERMANY M IRELAND M UK
€33.2 bn €3.9 bn €23.9 bn
€83.8bn TTM €72bnTTM €60.3bn TTM
+ 8% A +58% v -19%
ITALY NETHERLANDS
€4.9 bn €7.7 bn
€12.3bn TTM €209 bn TTM

A +37% A +1%

* Source: Cbre Snapshot European Investment Market 4Q2019
*Note. TTM trailing twelve months

Transactions by real estate sector in 2019:

Growth was posted in all the real estate sectors, with the
exception of retail, which reported a considerable decline,
and multifamily, for which the decrease was less pronoun-
ced.

> INVESTMENT BY SECTOR

€8.4 bn A +5%
€255bn TTM
€38.3bnTTM
€13.7 bn A +6% I
€301bn TTM
INDUSTRIAL
€14.0 bn A +3% I
€353bnTTM
NN MULTIFAMILY
€15.1 bn v 2% I
€525bn TTM
OFFICE
€54.9 bn A +3% |

€133.7bn TTM

Please note that for France, Multifamily investment volumes are not available yet.

* Source: Cbre Snapshot European Investment Market 4Q2019
*Note: TTM trailing twelve months

> COMMERCIAL REAL ESTATE TRANSACTIONS IN ITALY 2019

H 1% Office
27% Hotel

M 16% Retail

M 10% Indust+log

M 6% Other

* Source CBRE 4Q2019

The best result ever was also achieved in Italy where the
commercial real estate market posted growth of 27%
compared to 2018 with transactions totaling €12.3 billion,
in absolute terms.




DIRECTORS’ REPORT
2.6 THE REAL ESTATE PORTFOLIO

DIRECTORS’ REPORT
2.6 THE REAL ESTATE PORTFOLIO

> The Italian retail real estate market

Investments in the retail real estate market totalled
around €2 billion in 2019, a drop of 13% compared to the
prior year, but considerably better compared to the rest
of Europe.

The investments were mainly in high street, althou-

gh in the second half of 2019 there was a notice-

> CHANGE IN RETAIL INVESTMENTS IN ITALY
2010 - 2019

able recovery in shopping centers which, by the end
of the year, comprised 23% of total investments.

Of note is the FOC segment which in 2019 grew to reach
25% of the total transactions for the year.

> TRANSACTIONS BY TYPE OF RETAIL REAL ESTATE
2019

€ Millions
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1.000
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* Source CBRE 4Q2019

W 23% SC
32% HS
W 25% FOC
W1% RP

M 19% Other

* Source CBRE 4Q2019

Net yields for the retail sector reflected the market’s performance and only the yields for high street were consistent

with 2018, coming in at 3%.

In the fourth quarter of 2019 the other categories posted an increase in net yields of between 20 bps, for secondary
high street, and 50 bps, for Shopping Center good secondary compared to the same four-month period in 2018.

Yield (%) Q218 Q318
High Street Prime 3.00 3.00
High Street Secondary 4.50 4.50
Shopping Centre Prime 4.90 4.90
SC Good Secondary 6.00 6.25
Retail Park Prime 5.90 5.90
Retail Park

Good Secondary 6.75 6.75
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Q418 Q119 Q219 Q319 Q419
3.00 3.00 3.00 3.00 3.00
4.50 4.50 4.60 4.60 4.70
5.00 5.15 5.25 5.25 5.40
6.25 6.25 6.5 6.50 6.75
6.00 6.10 6.25 6.25 6.40
6.90 7.00 7.0 7.25 7.25

* Source CBRE 4Q2019

> The stock and the retail sector pipeline

In 2019 315 thousand mZ2 in new “out of town retail” stock was added, along with around 10 thousand mZ2in expansions
of existing centers. In the two-year period 2020-2021 we expect to see new stock of around 200 thousand m? being
added to the market, stemmming mainly from the construction of Cascina Merlata (northern Milan) which is currently

underway.

> NEW RETAIL DEVELOPMENTS COMPLETED AND STILL UNDERWAY AT 31 DECEMBER 2019 (gla>10.000 m?)

M Completed
Under construction
GLA m2
1.200.000
1.000.000
800.000
600.000
400.000
0 N
8 &3 2 = ymmxwonroo0l
o o o o o o o o o o o O O O
N N N N N N N N N N N N N N

> The Romanian retail real estate market

In Romania the total volume of real estate investments
also reached a record, with investments slightly above €1
billion at €1.06 billion.

74% of the total was in the office segment, 16% retail and
the remaining 10% logistics, hotel and mixed use.

The total stock of retail real estate grew by 174,000 m? in
new GLA, bringing the total GLA to 3.75 million m2. The
shopping center format continues to be the preferred for-
mat in the Romanian retail market and the expansion of
existing centers accounts for 40% of the new GLA.

* Source CBRE 4Q2019

In 2020 an additional 208,000 m?2 of new GLA, compri-
sed mainly of shopping centers, is expected be added to
the market. The country’s average density is 193 m2/1,000
inhabitants, but in the capital the density reaches 561
m2/1,000 inhabitants.

Prime rents for shopping centers reached around €60 m2/
month, about €55 m2/month for High Street and between
€8/15 m2/month for Retail Parks.

> COMMERCIAL REAL ESTATE TRANSACTIONS IN ROMANIA 2019

74% Office

B 4% Hotel

M 16% Retail

M 5% Indust+log
M 1% Mix use

* Source CBRE 4Q2019
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2.6.1 // The real estate portfolio

Based on the appraisals at 31 December 2019, the IGD SIIQ
SPA Group’s freehold real estate portfolio has a fair value
of €2,381 million, to which the fair value of the leasehold
properties (€54.8 million) should be added.

> Freehold assets

The IGD SIIQ SPA Group’s real estate portfolio is compri-
sed of commercial retail properties, of which 97.2% is alre-
ady generating revenue, while the remainder is explained
by assets under construction.

The assets generating revenue streams are found in Italy

and Romania, while at 31 December 2019 the develop-
ment projects were solely in Italy.

In 2019 the assignments granted to the 4 real estate ap-
praisal companies, CBRE Valuation S.p.A. (also referred
to as CBRE), Duff&Phelps Reag S.p.A. (also referred to
as D&P), Cushman & Wakefield LLP (also referred to as
C&W) and Jones Lang LaSalle S.p.A (also referred to as
JLL), were renewed for one more year.

The perimeter of properties appraised by CBRE and D&P
was unchanged, while the perimeter assigned to JLL and
C&W increased following the inclusion in the portfolio of
four new malls in 2018.

> BREAKDOWN OF THE IGD GROUP’S PORTFOLIO BY APPRAISER

29% CBRE
W 26% D&P
M 24% C&W
M 21% JLL

The breakdown of fair value by appraiser at 31 December 2019 in Italy and Romania is shown below:

Fair Value Fair Value

Amounts in € million 311219 311219

Total Italy
C&W 549.34 549.34
CBRE 707.14 640.75
JLL 468.92 468.92
Duff&Phelps 656 572.1
Total IGD’s Portfolio 2,381.40 2,231.11

The fees paid at 31 December 2019 to the independent appraisers are shown below:

Amounts in thousands of Euro ADFfDéZiSSaIS
CBRE 131
Duff&Phelps 187
JLL 62
C&W 78
Total IGD’s Portfolio 458
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Fair Value
311219
Romania
[o]
66.39
[o]
83.9
150.29
Other Total
fees fees
48 179
22 209
n 73
(o] 78
81 539

The asset classes comprising the Group’s real estate por-
tfolio at 31 December 2019 are described below:

> “Hyper and super”: 25 properties with a total GLA of
about 236,000 m2, found in 8 regions in Italy. There were
no changes in the perimeter of this asset class in 2019;

> “Malls and retail parks”: 27 properties with a total GLA
of about 419,000 m?, found in 12 regions in Italy. On 30
September 2019 the IGD SIIQ Group, already co-owner
of 50%, bought the remaining 50% of Centro Darsena in
Ferrara;

> “Other”: two mixed use properties which are part of fre-
ehold shopping centers, a store, two office units, and a
mixed use property used by athletes and sports associa-
tions as housing/offices, for a total of 6 properties with a
GLA of about 9,000 m2. On 30 September 2019 the IGD
SIIQ Spa Group finalized the sale of the office building,
Palazzo Orlando, in Livorno;

> “Progetto Porta a Mare”: a mixed use real estate com-
plex with a residual GLA of approximately 38,200 m2 cur-
rently under construction located near Livorno’s water-
front;

> “Development projects”: this asset class comprises a
single property located near the Porto Grande Shopping

> BREAKDOWN IGD’S REAL ESTATE PORTFOLIO BY FV

24.5% Hyper - Super
M 65.3% Malls-RP
MW 0.9% Other
0.1% Land and Development
W 2.9% Trading (PM)
M 6.3% Romania

Center which will be used to expand the center by around
5,000 m? GLA;

> “Winmarkt”: a portfolio of 14 properties used primarily
for retail purposes, and an office building, found throu-
ghout Romania covering a total area of approximately
94,755 m2. The properties belonging to this asset class
are centrally located in thirteen of Romania’s largest ci-
ties, but none are found in the capital, Bucharest.

The IGD Siig Group has 60 properties in Italy and can be
broken down by asset class as follows:

> 25 hypermarkets and supermarkets
> 27 shopping malls and retail parks
> 1 development project

> 1 asset held for trading

> 6 others

The IGD Group has 15 properties in Romania, broken down
as follows:

> 14 shopping malls

> 1 office building

> GEOGRAPHIC BREAKDOWN OF IGD’S PORTFOLIO IN ITALY AT 31.12.2019

43% NE
M 15% NO
M 29% C
M 13% S+l
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> Leasehold assets > MAP OF WINMARKT’S REAL ESTATE PORTFOLIO IN ROMANIA AT 31.12.19

The leasehold assets comprise three Italian shopping malls, with a total GLA of around 31,700 m?, found in Villanova di
Castenaso (Bologna), San Dona di Piave (Venice) and Livorno.

MARAMURES BUCOVINA 15 freehold assets
> MAP OF IGD’S REAL ESTATE PORTFOLIO IN ITALY AT 31.12.2019
N : Muntenia:
CRISANA MOLDOVA 6 Malls, 1 office building;
: Moldova:
3 Malls + RP;

E.Romagna: H Northern 3 )
8 Malls, 9 Hyper - Super; 5 Other; Oltenia:

_ I Central TRANSILVANIA 1 Mall:
Piedmont: Southern
2 Malls + RP: Transilvania:

3 Malls;

Lombardy: 7 b
3 Malls; Dobrogea:
Llquria: BANAT MUNTENIA 1 Mall;

iguria: Marea
1 Mall; Neagra
Trentino: OLTENIA H
1 Mall; DOBROGEA
Veneto:
2 Malls + RP, 3 Hyper; The following tables provide the principal data relative to the freehold and leasehold real estate portfolios in Italy and
Marche: Romania managed by the IGD Group:
2 Malls, 4 Hyper, 1 development project;
Abruzzo:
1 Mall, 1 Hyper;
Campania:
1 Malls, 1 Hyper;
Lazio:
2 Malls, 3 Hyper - Super;
Tuscany:
2 Hyper - Super, 1 Asset held for trading, 2 Malls; 1 Other; 4
Sicily:

2 Hyper, 2 Malls;

Note: NE: Trentino Alto Adige, Veneto, Emilia- Romagna; NO: Piedmont, Lombardy; Liguria C: Tuscany, Marche, Lazio,
Abruzzo; S+I: Sicily, Campania.
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> |[TALY
Mall and Other / . Last extension / No. of  No. of other .
Appraisers Asset Location Retail Park  External Ownership Opening restyling / % owned Form O.f No. of medium  / external Parking Main brands Food GLA food
date . ownership shops places anchor anchor
GLA (sgm) areas (sgm) remodeling date surfaces areas
C&W Centro Commerciale Borgo Bologna (BO) 6,975 // IGD SIIQ SPA 1989 2015 100  Freehold property 33 4 1,450 L'brgggrg;’g?c;gg“m’ Ipercoop 11,480
o Freehold property
C&W Ipermercato CC Miralfiore Pesaro (PU) /) // IGD SIIQ SPA 1992 /Y 100 (Hypermarket) // Ipercoop 10,412
. Freehold property
C&W Ipermercato CC Globo Lugo di Romagna (RA) /Y /Y IGD SIIQ SPA 1997 2005 100 (Hypermarket) / Ipercoop 7,937
C&W Ce”;ro‘itgog:g‘n%rg'a'e Porto d'Ascoli (AP) 13,653 543 IGD SIIQ SPA 2001 // 100  Freehold property 36 2 1 1,730 Decathlon, Deichmann Ipercoop 8,360
A s San Giovanni Decathlon, Euronics, Librerie Coop, Piazza
C&W Centro Commerciale d’Abruzzo Teati 12,571 3,610 IGD SIIQ SPA 2001 2014 100 Freehold property 44 7 3 1,730 . X . Ipercoop 14,127
eatino (CH) Italia; Terranova; Intersport; Scarpamondo
C&W Centro Commerciale Lungo Savio Cesena (FC) 2,928 /Y IGD SIIQ SPA 2002 V4 100 Freehold property 23 1 850 Librerie Coop, Motivi, Primigi; Kiko Ipercoop 7,476
Freehold property
. . ) . MILLENNIUM (excluding Game 7 Athletics, Oviesse, Superstore Coop
C&W Galleria Commerciale Millennium Rovereto (TN) 7,683 VA GALLERY SRL 2004 /Y 100 supermarket and a 28 4 900 ey Bt T /Y
portion of the mall)
Freehold property
caw Ipermercato CC | Malatesta Rimini (RN) / 882 IGDSIIQSPA 2005 / 100 (Hypermarket + / Ipercoop 10,435
Wholesale area + ’
Fitness area)
. . Freehold property
C&W Ipermercato Schio Schio (VI) /) IGD SIIQ SPA 2008 // 100 el FisE e // Ipercoop 8,176
caw Centro Commerciale Le Maioliche Fenza (RA) 25,297 Vi IGDSIIQSPA 2009 // 100 Freehold property 42 8 2,400 Deichmann, H&M, Trony, C&A, Ipercoop 6,163
Decathlon, Bricofer
Centro Commerciale . Piazza Italia, Unieuro, H&M; Multiplex
CBRE Citta delle stelle Ascoli Piceno (AP) 21,021 1,850 IGD SIIQ SPA 2002 2017 100 Freehold property 43 8 1 2,200 Stelle; Kiabi, Casa, Clayton: Dverso Ipercoop 9,614
CBRE Centro Commerciale Casilino Roma (RM) 5,614 760 IGD SIIQ SPA 2002 // 100 Freehold property 24 3 1 1,260 Euronics, Piazza ltalia, Satur Ipercoop 13,742
. . . Guidonia Montecelio Desigual; Azzurra Sport, Piazza ltalia,
CBRE Centro Commerciale Tiburtino (RM) 33,594 VA IGD SIIQ SPA 2009 // 100 Freehold property 99 13 3,800 STl S e, I\ e Verer [2Enies Ipercoop 7,663
CBRE Centro Commerciale La Torre Palermo (PA) 19,176 Vi IGD SIIQ SPA 2010 // 100  Freehold property 44 6 1,700 Expert, Sci{rga&fﬁ;gﬁé Ej'azza Italia, Ipercoop 7,110
CBRE Piastra Commerciale Mazzini Livorno (LI) 7,535 // IGD SlIQ SPA 2014 // 100 Freehold property 23 1 Unieuro, Coop Coop
Deichmann, Game 7 Athletics, Unieuro,
CBRE Centro Commerciale ESP Ravenna (RA) 30,171 3,200 IGD SIIQ SPA 1998 2017 100 Freehold property 85 16 1 3,304 H&M, Piazza lItalia, Bershka, Pull&Bear, Ipercoop 16,536
OVS, Kiabi, Casa
. Freehold property . . . . Ipercoop
CBRE Galleria CC Luna Sarzana (SP) 3,576 // IGD SIIQ SPA 1992 // 100 (excluding hypermarket) 38 1 Piazza Italia, Kiko, GameStop, Camaieu Qe 6l B EEE /Y
CBRE Galleria CC Favorita Mantova (MN) 7,400 // IGD SIIQ SPA 1996 2007 100  Freeholdproperty = g, 4 OVS, Piazza ltalia, Calliope, Deichman Ipercoop //
(excluding hypermarket) (non di proprieta)
. . Freehold property Mediaworld, Terranova, Scarpe&Scarpe,
CBRE Retail Park CC Favorita Mantova (MN) 6,214 V4 IGD SIIQ SPA 1996 / 100 (only buildings 1, 2A, 28, 3 5 s /Y /Y
C&W Centro Commerciale Leonardo Imola (BO) 15,098 / IGD SIIQ SPA 1992 2012 (Zara p1) 100 Freehold property 59 6 OVS, Zara, Mediaworld IperCoop 15,862
. . Freehold property
JLL Supermercato Cecina Cecina (LI) /) // IGD SIIQ SPA 1994 // 100 @l HigEmet e // Coop 5,749
C&W Centro Commerciale Lame Bologna (BO) 6,141 / IGD SIIQ SPA 1996 2003 100 Freehold property 43 1 Benetton, Original Marines, Camaieu IperCoop 15,201
JLL Ipermercato CC Il Maestrale Cozzro el / / IGDSIIQSPA 1999 /) 100  Freehold property /) IperCoop 12,501
Senigallia (AN) (Hypermarket) 4
Ipermercato CC . Freehold property
JLL Fonti del Corallo Livorno (LI v IGD SIIQ SPA 2003 / 100 (only hipermarket) / Ipercoop 9,359
Centro Commerciale e ) Maison du Monde, Conbipel, H&M,
JLL Rotail Park Coneé Conegliano (TV) 20,513 /Y IGD SIIQ SPA 2010 VA 100 Freehold property 56 9 1,550 | i5reite Cosm, Emntis, Sear et Semras Ipercoop 6,972
JLL Supermercato Civita Castellana  Civita Castellana (VT) / / IGD SIIQ SPA 2010 / 100  Freehold property / Coop 3,020
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> |ITALY

Appraisers

JLL

JLL

REAG

REAG

REAG

REAG

REAG

REAG

REAG

REAG

REAG

Asset
Galleria Commerciale
Punta di Ferro

Galleria Commerciale Marema

Galleria Commerciale
Gran Rondo

Centro Commerciale
Le Porte di Napoli

Galleria Commerciale Sarca

Galleria Commerciale e
Retail Park Mondovicino

Centro Commerciale
Darsena City

Centro Commerciale Katané

Galleria Commerciale | Bricchi

Retail Park Clodi

Supermercato Aquileia

Location

Forli (FC)

Grosseto (GR)

Crema (CR)

Afragola (NA)

Sesto
S. Giovanni (M)

Mondovi (CN)

Ferrara (FE)

Gravina di
Catania (CT)

Isola d’Asti (AT)

Chioggia (VE)

Ravenna (RA)

Mall and
Retail Park

Other /
External

Ownership

GLA (sgm) areas (sgm)

21,223

17,120

15,764

16,983

23,773

17,197

16,369

19,962

15,994

9,329

/7

//

/7

//

/

/

245

/7

/7

IGD SIIQ SPA

IGD SIIQ SPA

IGD SIIQ SPA

IGD SIIQ SPA

IGD MANAGEMENT

SRL

IGD SIlQ SPA

IGD SIIQ SPA

IGD SIIQ SPA

IGD SIIQ SPA

IGD SIQ SPA

IGD SIIQ SPA

Opening
date

201

2016

1994

1999

2003

2007

2005

2009

2009

2015

Last extension /
restyling /
remodeling date

/"

V4

2006

2014

2015

4

/

/

/

/

% owned

100

100

100

100

100

100

100

100

100

100

100

Form of
ownership

Freehold property
(excluding hypermarket)

Freehold property
(excluding hypermarket)

Freehold property
(excluding hypermarket)
Freehold property

Freehold property
(excluding hypermarket)

Freehold property
(excluding hypermarket)

Freehold property

Freehold property

Freehold property
(only hipermarket)

Freehold property

Freehold property
(Supermarket)

No. of
shops

94

45

38

67

72

42

15

67

24

No. of  No. of other Parkin
medium / external 9
places
surfaces areas
3 2,854
6 3,000
presente
4 distributore 1,280
di proprieta
8 2,650
8 2,500
8 4,500
2 1,320
6 1,320
5 1.450
6

Food

Main brands
anchor

H&M, Unieuro, Toys, McDonald,
Deichmann, Benetton

Conad (non di
proprieta)

Piazza Italia, Decathlon, Zara, Bershka,
Stradivarius, Pull&Bear

lpercoop
(non di proprieta)

Ipercoop

Oviesse, Promenade calzature ; s
(non di proprieta)

Desigual, Euronics, H&M, Piazza ltalia;

Ipercoo
Rosso Pomodoro P P

QOVS, H&M, Piazza Italia, Skyline Cinema, Ipercoop
Roadhouse, Scarpe&Scarpe, Rosso Pomodoro (non di proprieta)

Jysk, OVS, Librerie Coop, Brico |10,
Foot Locker

Ipercoop
(non di proprieta)

Pittarosso, UCI, WeArena Despar

Adidas, Euronics, H&M, Conbipel, IoerCoo
Piazza Italia P P
Deichmann I ElEEize

(non di proprieta)

QVS, Scarpe&Scarpe; Piazza lItalia,

Decathlon Ipercoop

/ Coop

GLA food
anchor

/

/

/

9,570

/

/

8,631

/

7,490

2,250

419,000 236,000

San Dona

Cisalfa, Librerie Coop, Oviesse, Piazza

Centro Piave di Piave (VE) 11,618 // CSIl SPA 1995 2003 100 Master Leasing 48 5 1,500 Italia, Scarpe&Scarpe, McDonald Ipercoop 15,826

Villa di CSlI SPA e COPAIN . H&M, Librerie Coop, Bershka, Pittarosso,
Centro Nova Castenaso (BO) 12,740 /Y HOLDING SPA 1995 2008 100 Master Leasing 55 7 2,400 Benetton, McDonald Ipercoop 18,188
Galleria CC Fonti del Corallo Livorno (LI 7,455 / FONBSG'\glAR'O 2003 /) 100 Master Leasing 55 2 1,600 Ovitess le\?vraerrclassi?op' Bata, Ipercoop 15,371
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> ROMANIA

Shopping Center

Winmarkt Grand
Omnia Center

Winmarkt Big

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Winmarkt

Location

Ploiesti

Ploiesti

Galati

Ramnicu Valcea

Piatra Neamt

Braila

Buzau

Tulcea

Cluj Napoca

Bistrita

Alexandria

Slatina

Vaslui

Turda

TOTALE GALLERIE

Winmarkt Junior

Ploiesti

TOTALE GENERALE

Sheees,  Netsaing - Creuatir
(sgm) Rented
19,689 16,870 309
4,864 2,776 442
7,898 7,490 106
7,913 7,684 51
5,948 4,879 337
7,727 6,349 93
5,302 4,953 32
3,963 3,777 5
7,651 5,704 85
5,131 4,799 61
3,434 3,302 33
6,086 4,833 29
3,622 3,452 23
2,515 2,231 -
91,743 79,099 1,607
3,012 2,137 544

94,755

81,236 2,151

Rentable
Warehouse/
office

1,129

1,016

367

166

839

821

314

182

1,510

392

74

1,102

192

284

8,388

331

Ownership

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Win Magazin SA

Opening
date

1986

1976

1973

1973

1985

1978

1975

1972

1983

1984

1978

1975

1973

1981

Date of
extensions /
restyling

2015

2013

2005

2004

2014

2004

2013

2002

201

2005

2013

2005

2006

2007

% owned

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

Form of
ownership

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

Freehold property

No. of
shops

109

82

36

35

67

45

29

27

36

33

31

22

26

2

No. of
medium
surfaces

/

/

/

/

/

/

/

/

/

/

/

/

/

Y

Parking Main brands
places
400 Adidas, Levi’s, Domo, Vodafone,

Carrefour Market, dm drogerie,
Leonardo, Jolidon, Eponge, Banca
Transilvania, KFC, Flanco, Pepco

Banca Transilvania, Carrefour Market

H&M, B&B, Sevda, Jolidon, Bigotti,
Massini, Pepco, CGS

H&M, Carrefour Market, Eponge, Leonardo,
Jolidon, dm drogerie Markt, Domo

H&M, Sevda, B&B Collection, Billa,
Leonardo, Eponge, Pepco, Reshoes

Carrefour Market, Leonardo, Jolidon,
Altex, Vodafone, Sevda, Pepco

H&M, Carrefour Market,
Leonardo, Pepco

H&M, B&B Collection, Leonardo, Altex,
Fraher, Vodafone

Carrefour Market, dm drogerie, fast-food
Pizzamania, Pepco

Altex, Leonardo, dm drogerie, fast-food
Pizzamania, Pepco

Carrefour Market, Pepco, Eponge,
Leonardo, Jolidon, Vodafone

Altex, Telekom, B&B

Carrefour, Reshoes, Jolidon

Pepco

Food anchor

Carrefour

Carrefour

Billa

Carrefour

Billa

Carrefour

Carrefour

Fraher

Carrefour

Carrefour

Carrefour

Carrefour

Food

anchor

GLA

1,215

882

827

900

878

673

800

405

1,338

680

553

527

Food
anchor
sales area

1,215

700

569

900

520

550

650

405

1,188

680

505

527
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2.6.2 // Analysis by asset class of the freehold
portfolio

2.6.2.1 // Italy

In the second half of 2019 the perimeter of the IGD
Group’s real estate portfolio changed following the sale of
Palazzo Orlando, an office building in Livorno classified as
“Other”. The purchase of the remaining 50% of the Darse-
na Shopping Center, which was already 50% co-owned by
the IGD Group, was also finalized in the same transaction.

The main changes affecting the different asset classes in
the year are described below.

IGD Group Investment Property Direct Porta a Mare Total Right to use Total
development project investment (IFRS 16) investment
initiative (€D) property, property,
land and land and
development development
initiatives, initiatives,
assets held assets held
for trading for trading
and right to
Amounts in Hypermarkets gy, 0ing Total Total Total Igp  Flot of land "Porta a Mare use
€ million Supe?&arkets malls Italy Other Italy Romania Group and ?ggtlllary proLe)ct
SRS 585.63  1,573.79 32.32 2,191.74 15479  2,346.53 2.80 62.82 2,41215  0.00 2,412.15
mEEEED QA O 2.36 9.58 0.36 12.30 2.05 14.35 0.00 6.71 21.06 0.23 21.29
work 2019
Increase due to
acquisitions / new 0.00 15.56 0.00 15.56 0.00 15.56 0.00 0.00 15.56 0.00 15.56
openings
Disposals 0.00 0.00 12.77) (12.77) 0.00 12.77) 0.00 (0.42) (13.19) 0.00 (13.19)
st implementation 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0,00  66.43 66.43
Riclassification
from asset under 1.50 3.82 1.42 6.74 0.00 6.74 0.00 0.00 6.74 0.00 6.74
construction
Net revaluations / (5.87) (47.26) (0.32) (53.45) (6.55) (60.00) (0.07) (0.85) (60.92)  (11.85) (72.77)
ngﬁgéz‘g% 583.62 1,555.49 21.01 2,160.12 150.29 2,310.41 2.73 68.26 2,381.40 54.81 2,436.21

> Hypermarkets and Supermarkets

IGD’s hypermarkets and supermarkets are leased on a
long-term basis to Coop Alleanza 3.0 Soc. Coop (former-
ly Coop Adriatica Scarl) and the Unicoop Tirreno Soc.
Coop Group. Rent is indexed to 75% of the ISTAT index.
Tenants are responsible for all routine and extraordinary
maintenance on plants and the interiors of the buildings.
The hypermarkets and supermarkets were valued at 31
December 2019 by the appraisers CBRE Valuation S.p.A.
(CBRE), Duff&Phelps Reag S.p.A. (D&P), Cushman & Wa-
kefield LLP (C&W) e JLL S.p.A. (JLL) based on the fol-
lowing percentages of FV:
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Iper/Super 31/12/2019
CBRE 20%
D&P 10%
C&W 37%
JLL 33%
TOTALE 100%

The DCF method was used by all the appraisers for this
asset class.

CBRE, C&W and JLL used a standard duration of 10 years
for all the assets; D&P used a variable duration depending
on the expiration of the lease held by the retailer and the
estimated fair value of the space in the year the lease was
up for renegotiation.

The fair value of this asset class reached €583.6 million, a
decrease of -0.34% or €2.01 million compared to the prior
year.

The average discount rate was 16 bps lower than in the
prior year, coming in at 6.31%, while the average gross cap
out rate rose 0.05% to 6.28%.

The gross initial yield was 6.06% at 31 December 2019.

The occupancy rate for this asset class was unchanged
at 100%.

> Shopping Malls and Retail Parks

The IGD Group’s shopping malls and retail parks are le-
ased on average for five years to businesses. Rent is in-
dexed to 100% of the ISTAT index.

Leases of six + six years, with rent indexed to 75% of the
ISTAT index, are reserved for services like newsstands, to-
bacco shops, dental studios, hair salons and beauty cen-
ters.

Shopping malls and retail parks were valued at 31 Decem-
ber 2019 by the appraisers CBRE, D&P, C&W and JLL ba-
sed on the following percentages of FV:

Malls/RP 31/12/2019
CBRE 29%
D&P 32%
C&W 21%
JLL 18%
TOTAL 100%

The DCF method was used by all the appraisers for this
asset class. In the DCF models of CBRE, C&W, and JLL a
standard duration of 10 years was used for all assets; D&P
used a standard duration of 15 or 18 years.

The fair value of this asset class reached €1,555.5 million,
an increase of 0.16% with respect to the prior year due
to the purchase of 50% of the Darsena Shopping Center.
Like-for-like the fair value of this asset class was down by
116% or €18.3 million.

The discount rate used was -0.20% lower than in the prior
half and 18% lower than in the previous year, coming in at
6.94%.

In the appraisals for the second half of 2019, the lower
discount rate neutralized the impact that the lower rate of
inflation had on the DCF.

The average gross cap was 0.09% lower than in the prior
half and 0.24% lower than in the prior year, coming in at
6.96%.

The average gross initial yield for this asset class came to
6.52%, an increase of +0.09% compared to the prior half
and of 0.11% against the prior year, explained mainly by
the drop in FV.

The financial occupancy rate came to 95.51% at 31.12.2019,
a decrease of 73 bps against 31.12.2018.

> Development Projects

At 31 December 2019 this asset class comprised one plot
of land to be used for the expansion of the Porto Grande
Shopping Center in Porto d’Ascoli (AP) by constructing
two midsize retail areas with a total GLA of around 5,000
m?2.

“Development projects” were valued entirely by C&W
using the residual method.

The fair value of this asset class reached an estimated €2.7
million at 31 December 2019, a drop of 2.56% or €0.07 mil-
lion compared to the prior half.

> Porta a Mare Project (Trading)

The assets of Porta Medicea, owner of the Porta a Mare
Project, were valued at 31 December 2019 entirely by the
independent appraiser CBRE using the conversion or re-
sidual method.

The project can be broken down into the following areas:

> Mazzini (residential, offices, parking and public parking)
which has a total GLA of 5,173 m2. Sales of the 73 residen-
tial units began in 2013 and were completed in 2019 as
the last apartment for sale will be made available to IGD
Group employees;
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> Officine Storiche (retail, residential, parking and public
parking) which has a total GLA of 20,490 mZ2. Work began
in first half 2015 and sales are expected to begin in 2020;

> Lips (retail, tourist services, accommodations and tem-
porary residences) which has a total GLA of 15,867 m?;

> Molo Mediceo (retail, services and temporary residen-
ces) which has a total GLA of 7,350 m?;

> Arsenale (retail, temporary residences and parking)
which has a total GLA of 7,771 m2.

The fair value of this asset class reached €68.3 million at
31 December 2019, an increase of 8.6% (+€5.4 million)
against 31 December 2018 attributable to the progress
made in the Officine area. The sale of one apartment, two
parking garages and one parking spot in the Mazzini area
closed in the second half of 2019.

The fair value of the Porta a Mare Project at 31 December
2019 includes the retail properties not destined for sale
which will continue to be owned by the IGD Group.

> Other

The fair value of this class of property was down 35% or
€11.3 million at 31 December 2019, coming in at €21 million
following the sale of Palazzo Orlando, an office building in
Livorno. Like-for-like the fair value of this asset class was
5.17% or €1 million, higher than at 31 December 2018. The
increase in FV is attributable almost entirely to the pro-
gress made in 2019 on the midsize retail space inside the
Fonti di Corallo property where the last capex was made
and the first activities were opened.

“Other” was valued at 31 December 2019 by the apprai-
sers D&P and JLL based on the following percentages of
FV:

Altro 31/12/2019
D&P 98%
JLL 2%
TOTALE 100%

Both appraisers used the DCF method to value this asset
class.
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2.6.2.2 // Romania

The Winmarkt properties were valued at 31 December
2019 by the appraisers CBRE and D&P based on the fol-
lowing percentages of FV:

Winmarkt 31/12/2019
CBRE 44%
D&P 56%
TOTALE 100%

The DCF method was used by both independent experts.
D&P applied a standard duration of 15 years and CBRE of
between 5 and 10 years.

The FV of this asset class was down 2.91% or €4.5 million
compared to 31 December 2018 due largely to shopping
malls following a decrease in the ERV (estimated rental
value) used in the DCF models.

The average gross initial yield for the malls was 0.29% hi-
gher than at 31 December 2018, coming in at 7.09%, due
to the drop in FV.

The discount rate was 0.04% lower than in the prior year,
coming in at 8.16%.

The average gross cap out for the malls reached 7.67%,
down -0.03% against the prior half.

The financial occupancy rate for the Winmarkt malls came
to 97.56%, a decrease of 50 bps with respect to 31 Decem-
ber 2018.

The most important figures relating to the real estate portfolios in Italy and Romania are shown below:

> SUMMARY AT 31.12.2019

Hypermarkets and
Supermarkets

Malls Italy

Total Italy

Total Romania

Total IGD’s Group

> SUMMARY AT 31.12.2018

Hypermarkets and
Supermarkets

Malls Italy

Total Italy

Total Romania

Total IGD’s Group

No. of

Asset GLA (sam)
25 236,000
27 419,000
52 655,000
15 94,755
67 749,755

No. of

Asset GLA (sam)
25 235,418
27 417,730
52 653,200
15 94,855
74 748,055

Gross
initial yield

6.06%

6.52%

n.a.

7.09%

n.a.

Gross
initial yield

6.08%

6.41%

n.a.

6.80%

Gross
cap out

6.28%

6.96%

7.67%

n.a.

Gross
cap out

6.27%

6.72%

7.70%

n.a.

Weighted
discount rate

6.31%

6.94%

n.a.

8.16%

n.a.

Weighted
discount rate

6.46%

7.12%

Financial
Occupancy Rate

100%

95.51%

97.56%

n.a.

Financial
Occupancy Rate

100%

96.24%

n.a.

97.11%

n.a.

Annual rental
value / sgm

149

230

101

n.a.

Annual rental
value / sgm

149

232

Erv/sgm

147

243

Erv/sgm

147

243

106

n.a.

The real estate investments and development projects, as well as the accounting methods used, are shown in the fol-

lowing table:

Category

IGD Group Real Estate
Investments

Hypermakets and
Supermarkets

Shopping malls Italy
Other

Total Italy

Shopping malls Romania
Other Romania

Total Romania

Total IGD Group

Book value
31/12/2019

583.62

1,555.49

21.01

2,160.12

147.59

2.70

150.29

2,310.41

Accounting

method

fair value

fair value

fair value

fair value

fair value

Market value
31/12/2019

583.62

1,555.49

21.01

2,160.12

147.59

2.70

150.29

2,310.41

Book value
31/12/2018

585.63

1,573.79

32.32

2,191.74

151.89

2.90

154.79

2,346.53

Change

(2.01)

(18.30)

(1.31n)

(31.62)

(4.30)

(0.20)

(4.50)

(36.12)
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2.7 // Appraisals of the independent experts

Categor Book value Accounting Market value Book value Change
gory 31/12/2019 method 31/12/2019 31/12/2018 9
Plots of land and adjusted cost /
ancilary cost 2.75 fair value 272 2.80 (0.07)
Direct development 2.73 adjus_ted cost / 273 2.80 (0.07)
initiative fair value
Categor Book value Accounting Market value Book value Change
gory 31/12/2019 method 31/12/2019 31/12/2018 9
e adjusted cost /
Porta a Mare Project 68.26 fair value 68.26 62.82 5.44
Categor Book value Accounting Market value Book value Change
gory 31/12/2019 method 31/12/2019 31/12/2018 9
Right to use (IFRS 16) 54.81 fair value 54.81 0.00 54.81
Total rights to use 54.81 54.81 0.00 54.81
Investment properties, plots of land, development Market value Book value Change
initiatives, assets held for trading and right to use 31/12/2019 31/12/2018 9
Total 2,436.21 2,436.21 2,412.15 24.06

* The figure includes the portion of the retail units included in preliminary sales agreements with IGD SIIQ S.p.A. classified in the
financial statements as work in progress and advances.

The details of the main development projects are shown below:

Completion Estimated Book value
Project Type Location GLA at 3112.2019 % Held Status
date Investment
(Mn/ €)
Planning stage
completed. All the
. Porto d’Ascoli 5,000 I1° half o building permits and
Porto Grande Extension (AP) sgm 2020 c. 9.9 Mn/€ 273 100% eriestien for
preletting activities
have been issued
Total 2.73

IGD SIlQ S.P.A. - ANNUAL REPORT 2019
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2.8 // The SIIQ Regulatory Environment and Information on the Company’s Compliance

The special SIIQ (Societa di Investimento Immobiliare
Quotate) regime was introduced in Art. 1, paragraphs 119
- 141, of Law n. 296 dated 27 December 2006 (“the Foun-
ding Law”) and is governed by the Ministry of Economi-
cs and Finance’s decree n. 174 dated 7 September 2007
(“the Implementing Regulation”).

Pursuant to the law the income generated by rental acti-
vities is exempt from IRES and IRAP as long as the com-
pany distributes a minimum percentage of the income ge-
nerated by this activity (“Exempt Operations”).

Based on Legislative Decree n. 133 of 12 September 2014,
converted as amended into Law n. 164 of 11 November
2014, exempt operations may also include the capital
gains and losses relating to rental properties and intere-
sts held in SIIQ or SIINQ, as well as the income, capital
gains and losses, relating to interests held in “qualified”
real estate funds.

In order to fulfill the distribution requirements, the SIIQs
must distribute (or risk losing their SIIQ status): (i) at le-
ast 70% of the distributable income generated by exempt
operations upon approval of the full year financial state-
ments; (ii) at least 50% of the capital gains generated by
the sale of rental properties, interests in SIIQs or SIINQs,
as well as in qualified real estate investment funds within
two years of their realization.

The main characteristic of the special regime is, therefo-
re, the possibility of benefitting from a specific system
of taxation, once certain mandatory qualifications are
complied with, based on which earnings are subject to
taxation solely upon distribution to shareholders which
basically inverts the system of taxation based on which
income is subject to taxation when posted by the com-
pany rather than when distributed.

The current requirements for eligibility under the special
regime can be summarized as follows:

> Subjective requirements

> Must be a joint stock company;

> Must reside in Italy for tax purposes or, with regard to
companies with stable real estate businesses in Italy, in

one of the countries member of the European Union and
party to the agreement to create a single European eco-

nomic zone as indicated in the list appended to the de-
cree issued by the Ministry of Treasury and Finance as per
paragraph 1 of Art. 168-bis of the Uniform Income Tax Act;

> Shares must be traded on a regulated market;
> Statutory requirements

The corporate bylaws must include:

> Rules which regulate investments;

> Limits on the concentration of investment and
counterparty risk;

> Limits on the maximum financial leverage permitted.
> Objective requirements

> Freehold rental properties or other properties, interests
in other SIIQ/SIINQ, in SICAF and in “qualified” real estate
funds must make up 80% of the real estate assets, the
so-called “Asset Test”;

> Revenue from rental activities, income from SIIQ/SIINQ,
SICAF and “qualified” real estate funds, gains on rental
properties must make up must total at least 80% of the
positive entries in the income statement, the so-called
“Profit Test”;

> The failure to comply with the most important condi-
tions for 3 consecutive years will result in ineligibility un-
der the special regime and the ordinary rules and regu-
lations will be applied beginning as of the second of the
third years considered.

> Ownership requirements

> A single shareholder may not hold more than 60% of
the voting rights exercisable in ordinary Shareholders’
Meetings and more than 60% of the dividend rights, the
so-called “Control limit”;

> At least 25% of the float must be held by shareholders
who, at the time the option is exercised, hold less than
2% of the voting rights exercisable in ordinary Sharehol-
ders’ Meetings and less than 2% of the dividend rights, the
so-called “Float requisite”. This requisite is not applicable

to companies that are already listed.
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With regard to the verification of eligibility, based on the
same law the subjective and statutory requisites must be
met before the option is exercised while the verification
of the objective and ownership requisites is done after the
close of the financial statements for the year in which the
option was exercised, and subsequently verified after the
close of every year.

> Compliance with subjective, objective and
ownership requirements

The subjective requirements were satisfied as IGD SIIQ
SPA is a joint stock company, with headquarters and resi-
ding, for tax purposes, in ltaly. Its shares are traded on the
Mercato Telematico Azionario (MTA - screen-based stock
market) managed by Borsa lItaliana S.p.A. in the STAR
segment.

Based on the parent company’s financial statements at
31 December 2019, similar to year-end 2018, the objective
requirements were all satisfied. The asset test, based on
which the value of freehold rental properties must repre-
sent more than 80% of the total value of the real estate
assets, and the profit test, based on which revenues from
the rental of freehold properties or other property rights
rental activities must total at least 80% of the positive en-
tries in the income statement, were satisfied.

As for the ownership requirements, based on the infor-
mation available to the company, no single shareholder
holds more than 60% of the voting rights exercisable in
ordinary Shareholders’ Meetings and more than 60% of
the dividend rights.

> Compliance with corporate by-law requirements

With regard to the Statutory requirements, please note
the following.

With regard to investments, it is expressly provided in Art.
4.3 lett. i) of the Company’s bylaws that: “the Company
shall not, either directly or through its subsidiaries, invest
more than 30 percent of its assets in a single property with
urban and functional characteristics, except in the case of
development plans covered by a single planning scheme,
where portions of the property are covered by individual,
functionally independent building permits, or equipped
with urban works that are sufficient to guarantee con-
nection to public services”;

The Company did not invest, either directly or through its
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subsidiaries, more than 30% of its assets in a single pro-
perty with urban and functional characteristics.

With regard to the limits on the concentration of invest-
ment and counterparty risk, it is expressly provided in Art.
4.3 lett. ii) of the Company’s bylaws that: “/ncome from a
single tenant or from tenants belonging to a single group
may not exceed 60 percent of total rental income”.

The income from a single tenant or tenants belonging to
a single group did not exceed 60% of total rental income.

With regard to limits on the maximum financial leverage
permitted, it is expressly provided in Art. 4.3 lett. ii) of the
Company’s bylaws that: “the maximum permitted finan-
cial leverage, at a company or group level, is 85 percent
of equity”.

Financial leverage, either at the group or company level,
never exceeded 85% of equity.

> Other information relating to the company’s
adherence to the special regime

Once it was clear that all the requisites had been satisfied,
IGD exercised the option to be treated under the special
regime effective 1 January 2008.

Under the special regime the total capital gains, net any
losses, resulting from the difference between the normal
value of the rental assets and the value for tax purposes
at the end of the fiscal year, are subject to IRES (corporate
income tax) and IRAP (regional business tax) at a tax rate
of 20 per cent (the Entry Tax).

With regard to 2018, as resolved in previous years, during
the AGM held on 10 April 2019 shareholders approved the
distribution of income generated by exempt operations
for an amount that complied with the distribution requi-
rements.

More in detail, shareholders approved the distribution of a
total dividend of €55,152,956.00, stemming from:

> For €33,790,720.29, distributable income generated by
exempt operations which is equal to 70% of the distribu-
table income from these operations;

> For €15,304,565.94, profits carried forward from exempt
operations;

> For €2,176,781.55, distributable income derived entirely
from taxable operations;

> For €2,434,998.32, profits carried forward from taxable
operations;

> For €1,445,889.90, partial utilization of the share pre-
mium reserve.

DIRECTORS’ REPORT
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2.9 // Organization and human resources
> Organizational structure and Centro Luna a Sarzana (SP)).

In 2019 the number of the IGD Group’s employees increa-
sed slighting, going from 131 to 135.

During the year IGD worked to:

> Strengthen corporate expertise in order to both innova-
te the digital services offered by IGD (resulting in the hire The Winmarkt Group’s workforce was slightly lower due
of a Digital Strategist) and improve the functioning of the to an increase in turnover and 2 retirements.
Accounting Department (resulting in the hire of one new
resource);
> Workforce and turnover
> Introduce the professional figures needed to manage
the 2 shopping centers acquired in 2018 which were not The workforce of IGD Group ITALIA increased by 4 heads.
previously managed by IGD (Centro la Favorita in Mantua

The breakdown of the IGD Group ITALIA personnel by job level and gender is shown below:

The breakdown of the WINMARKT Group ITALIA personnel by job level and gender is shown below:

Executive Middle Managers Junior Managers Clerks Total Percentage
Men (o} 2 n 5 18 43%
Women o 4 4 16 24 57%
Total [o) 6 15 21 42 100%
Percentage 0% 14% 36% 50% 100%

The breakdown of turnover in WINMARKT Group ITALIA personnel by job levels (including fixed term contracts) is
shown below:

Executive Middle Managers Junior Managers
Men 5 15 31
Women (o] 8 27
Total 5 23 58
Percentage 4% 17% 43%

Percentage of
total employees

Clerks figgdvvtz‘frzs Total Percentage
13 4 64 47%
36 1 71 53%
49 5 135
36% 100% 100%

(4%)

The breakdown of turnover in IGD Group ITALIA personnel by job levels (including fixed term contracts) is shown

below:
Hires
Executive o
Middle Managers o
Junior Managers 4
Clerks 7
Total n

The importance attached to job security is demonstrated
by the number of indefinite contracts, which came to 96%
of the total. The number of fixed term contracts decrea-
sed (-1), bringing the total to 5.

As a result of the resignation of 4 employees between
11.2019 and 31.12.2019, the turnover rate came to 3.0%.
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Resignations Difference
o o
o (o]
2 2
5 2
7 4

While lower, the rate of turnover in Romania is still high
due to, in addition to two retirements, the general econo-
mic environment and a very dynamic labor market.

The workforce at WINMARKT Group ROMANIA dropped
by 2 heads.

Hires Resignations Difference
Executive (o] (o] (o]
Middle Managers 1 1 o
Junior Managers 2 2 (o]
Clerks 2 4 (2)
Total 5 7 (2)

There was a slight decrease (2 heads) in the Romanian
workforce in 2019. The 2 fixed term contracts in Winmarkt
are explained by a local regulation based on which a fixed
term contract must be transformed into an indefinite con-
tract, once retirement age is reached.

> Welfare

2019 was the third year of IGD’s Corporate Welfare Plan.
IGD instituted a Welfare Portal which allows employees to
access a series of services made available by the company
as part of the Corporate Welfare Plan.

The goal is to increase the individual wellbeing of em-
ployees and their families in the community and have a
positive impact on the organizational structure, as well as
the workplace climate.

All permanent employees (with the exception of execu-
tives) have a personal budget (the same amount is pro-
vided proportionately to full and part time employees)
which can be used during the year by using their personal
passwords to access the portal.

Refund coupons and vouchers relating to courses and
training, recreation, supplemental retirement plans, social
assistance and health insurance can be found on the por-
tal.

For the first time, all 123 eligible employees took advanta-
ge of the program.

The most popular categories were «Family» and «Heal-
th-Wellbeing-Culture», while “Supplemental Health Insu-
rance” continues to grow, including as a result of the com-
mitment to reduce refund turnaround time.
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> COMPARISON OF THE WELFARE SERVICES USED

2017 2018 2019

> Compensation policies and professional
development

In 2019, 135 employees reached their objective in Italy. The
variable compensation paid reached 80% of the amount
payable.

77 employees, or 57% of the entire workforce, were invol-
ved in the yearly performance evaluations (a slight incre-
ase against the prior year) and 11 merit based pay raises
were granted (8% of the employees considered) in 2019.

In 2019, 5 career paths begun in 2018 were terminated.
Three new career paths were also begun in the year.

In order to promote the growth and development of re-
sources within the Winmarkt Group, in 2019 15 merit ba-
sed pay raises were granted. With a view to promoting
employee loyalty and rewarding seniority, effective 2018
there is also a voluntary indexing system for salaries in
Romania, which is in addition to the normal compensation
mechanism.

> Training

In 2019 the training offered by the IGD Group was focu-
sed, in addition to mandatory training, on other projects:
firstly, an activity which, inspired by the change in IT sy-
stems, involved the entire workforce in a special 4-hour
training session in how to use Office 365.

Middle and junior managers also participated in a half-day
workshop in ISO37001l anti-corruption certification, desi-
gned to foster both understanding of the process and the

implications for the country.

In 2020 the ISO37001l anti-corruption certification trai-
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M Family
M Healthcare, wellbeing and culture
M Supplementary health insurance

B Complementary pension fund

ning will also be offered to other IGD employees.

2 Network Managers and 7 Area Managers also participa-
ted in a 4-day internal course in property management.

Other targeted refresher courses were also provided in
order to develop and improve expertise (relating, for
example, to compliance, new software, etc.).

Safety:

> General training for new hires;

> Five-year update for managers;

> Five-year update for subordinates;

> Periodic updates for the workers’ safety
representatives;

> Fire safety training;
> First aid training.
English:

the courses, which were offered to 9 staff members, were
developed to support roles which call for the daily use of
English.

Both the amount spent and the number of employe-
es involved increased with respect to 2018. In 2019, 134
employees, or 95.7% of the total, participated in at least
one training course for a total of 1,837 hours and a cost
of €47,023, slightly higher than in 2018. In 2018, 125 em-
ployees or 95% of the total were involved in at least one
training course.

// Training Winmarkt Group

In 2019 100% of the company employees in Romania par-
ticipated for a total of 744 hours and a cost of €14,760.

Winmarkt also held its own company convention, a mo-
ment traditionally used by top management to make

announcements and to provide employees with training
through specific workshops which 100% of the company’s
workforce attended.

A few employees also participated in courses designed
in to increase their administrative skills and knowledge of
property management.
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2.10 // Sustainability: strategy and performance 2019

As a key ltalian player in the commercial real estate sec-
tor, with an important retail presence in Romania, IGD has
been working since 2011 (when the path focused on su-
stainability was first begun) on making an active contri-
bution to transitioning toward a “low carbon” economy in
the countries where it operates. IGD strives to work ethi-
cally with all its stakeholders, making sure all the steps
necessary to comply with the law, and have a positive im-
pact, are taken. With regard, lastly, to the local community
IGD intends not only to strengthen its significant role in
shopping, but also to be the driver of social and econo-

becoming

re.a

The sustainability strategy is currently considered part of
“Innovation and operating excellence”, one of the three pil-
lars of the Business Plan 2019-2021. The strategy reflects
IGD’s commitment to sustainable growth, shaped by the
United Nations’ Sustainable Development Goals (SDGs).
Implementation of the strategy is focuses on three areas:
1. Material issues

2. Sustainability targets (connected to planning)

3. The risks and policies/actions connected

2.10.1 // The material issues

The first step in defining the sustainability strategy is to

identify the material issues linked to the organization’s
economic, environmental and social impact, as well as
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mic change, providing a familiar meeting place and, at the
same time, meeting the community’s needs.

Sustainability has become an integral part of the business
planning process, beginning already with the drafting of
the Business Plan 2014-2016.

In 2017 the Company launched the strategy «Becoming
Great», which summarizes the company’s commitment
to growth that is «Green, Responsible, Ethical, Attractive,

Together».

considerably influence stakeholders’ views and decisions.
Defining these issues makes it possible for the company
to focus on the real issues that need to be addressed in
terms of sustainability, avoiding the use of resources (hu-
man and economic) to achieve objectives that are not
material.

In accordance with the GRI Standards, in 2017 IGD, for
the second time, conducted a materiality analysis. As a
result of this analysis, which involved different company
figures (including top management for the final approval)
and sought to identify the most significant issues for IGD,
as well as the stakeholders, 17 topics were identified (13
of which material and 4 relevant). Revised and amended
each year based on the changes affecting the company
and the world around it, currently IGD has identified 12
material issues that are included under the umbrella of the
acronym (Becoming) G.R.E.AT.

Green Responsible Ethical

1.1 Climate Change 2.1 Good employment

1.2 Accessibility and
mobility

2.2 Gender equality

2.3 wellbeing and safety

The material issues represent the cornerstones of the Su-
stainability strategy and its planning, as well as the topics
reported on in the Corporate Sustainability Report. The
risks, the relative policies and steps the Company is ta-
king/will take over the next few years are identified for
each material issue.

2.10.2 // Sustainability targets (connected to
planning)

In 2019 the Company updated the targets included in the
Business Plan 2019-2021 and identified short, medium and
long-term goals as detailed below:

// GREEN

> Eliminate CO2 emissions: Italian portfolio Nearly Zero
Energy Buildings by 2030;

> Obtain BREEAM certification for 80% of the Italian por-
tfolio by 2030;

> Obtain UNI EN ISO 14001 certification for 95% of the
Italian portfolio by 2020;

> Invest €5 million in improving energy efficiency over the
three-year period 2019-2027;

> Continue installing photovoltaic systems;

> Install LED lighting systems in all the Italian properties
by 2022;

> Increase awareness of visitors through campaigns in
shopping centers and host events across all the proper-
ties dealing with ESG issues;

> Plastic free headquarters by 2020;

> Get the Waste2value project up and running and assess
other circular economy projects.

3.1 Governance, ethics
and corruption

Attractive Together

4.1 Sustainable 5.1 Stakeholder
enhancement of portfolio engagement

4.2 Retail offer 5.2 Local communities

4.3 Spaces to be lived in

4.4 Innovation

// RESPONSIBLE

> Training: focus on soft skills and the importance of
cross-functional work;

> Conduct workplace climate survey between 2020 and
2021 and define follow-up steps to be taken;

> Corporate welfare: increase services;

> Share open positions through the IGD website and the
Linkedin platform;

> Define individual CSR targets;

> Wellbeing: finalize the entire project;

> Continue with building safety projects.

// ETICHAL

> |S0O37001:2016: obtain certification in Italy in 2020;

> Legality rating: confirm the highest score (3 stars) at
the time of the two-year renewal;

> Adhere to the Global Compact.

// ATTRACTIVE

> Sustainable enhancement of the portfolio: complete re-
styling with improvements in the environmental impact of
10 shopping centers by 2030;

> Develop nationwide campaigns to raise the awareness
of shopping center visitors regarding issues that reflect

IGD’s values;

> Innovation: define the digital strategy.
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// TOGETHER

> “Progetto ascolto”, a project focused on listening to the
expectations of the Millennials for the shopping centers
of the future;

> Engage tenants in issues related to sustainability;

> Shopping center as a civic space: partnerships with
the local community to promote active participation and
co-planning initiatives.

2.10.3 // The related risks and the policies/actions

Even though the Company is not required by law to pre-
pare a Non- Financial Statement (pursuant to Legisla-
tive Decree 254/16, in implementation of EU Directive
2014/95/EUV), IGD voluntarily worked to identify the risks
connected to sustainability and classify them in relation
to each material issue, while determining the policies/
actions to be taken to mitigate any negative effects or
transform the positive ones into opportunity, aware of the
importance that this process may have for the company’s
business. The details of the risks identified can be found
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in the Corporate Sustainability Report in the chapter “Su-
stainability Strategy”. With regard to climate change and
the associated risks, beginning in 2019 IGD decided to
address the recommendations of the Task Force on Cli-
mate-Related Financial Disclosures (TCFD). The purpose
of the information requested is to foster greater under-
standing of IGD’s approach to 4 areas: governance, stra-
tegy, risk management and the statistics/targets linked to
climate change. Greater detail is provided in the chapter
“Sustainability Strategy” in the CSR 2019.

> The steps taken and the performances achieved
in 2019

The Corporate Sustainability Report provides a yearly re-
port on both the actions taken and the socio-environmen-
tal performances achieved by the Company in the year.
The data and the information in the report are subject to
Limited Assurance based on ISAE 3000 procedures. The
CSR 2019 can be found on the corporate website at:

https:/www.gruppoigd.it/sostenibilita/bilancio-di-soste-
nibilita/archivio-bilanci

2.11 // Outlook

In 2020 the Group will proceed confidently with the im-
plementation of its investment plan. Officine Storiche in
Livorno, the heart of the most important development
project in the pipeline, will be inaugurated in 2020. This
investment will provide new revenue to support the FFO
growth forecast in the Plan, which the Company estimates
currently should be around +2% in 2020.

In light of the recent events relating to the Coronavirus
emergency, the Group is monitoring the situation careful-
ly and will fully comply with any ordinances issued by the
authorities, both national and local.

The Group’s executives are carefully assessing the poten-
tial impact on the company’s performance, which to date,
27 February 2020, cannot be estimated.

2.12 // IGD SIIQ SPA’s and the Group’s Primary Risks and Uncertainties

In the future the Group’s earnings and financial situation
could be influenced by a series of risk factors.

In order to systematically assess and monitor its risks, IGD
SiiQ SpA developed an integrated Enterprise Risk Mana-
gement (ERM) system which conforms to the highest in-
ternational standards and the COSO framework (promo-
ted by the Committee of Sponsoring Organizations of the
Treadway Commission). This system provides a systema-
tic approach to identifying the primary corporate risks,
making it possible to assess the potential negative effects
in advance and organize control mechanisms. The ERM
model used also makes it possible to test different risk
scenarios with a view to assessing the total risk appetite.

The Company monitors the different risks in light of the
strategic, operational and financial goals, as well as com-
pliance, using a model based on Key Risk Indicators, whi-
ch assists management in assessing the level of exposure.

The Group’s primary risks are listed below.

2.12.1 // Strategic risks
2.12.1.1 Risk - Changes in purchasing power
(inflation, decreased consumption, etc.)
and competition

Risk factors:

> Radical change in the consumer style of the end custo-

mer, which could have an impact on IGD’s business linked

to the shopping center model;

> Regulatory changes which could strongly impact the

company’s activities and negatively impact the Group’s
revenue and the value of its assets.

> Risk management

Periodically the Company monitors the Italian economic
situation, particularly when defining or updating the Busi-
ness plan or annual budget. The analyses include a study
of Italy’s principal macroeconomic indicators (GDP, con-
sumption, family income, inflation, etc.).

While these studies are being conducted, the Company
also carries out in depth analyses of the competition and
consumer trends, in light of the changes in consumer
spending and inflation. Periodically, the Commercial Divi-
sion analyzes the adequacy of the positioning and the of-
fer, in order to take the steps needed to align commercial
activities with marketing initiatives. When a new shopping
center/location is opened the Company, including with
the help of specialized professionals, completes economic
and geomarketing studies of the catchment area involved
in order to have a complete vision of the specific market
that the company will be entering and doing business in.
Great attention is also paid to the tenants’ results. Ma-
nagement carefully monitors the sales statistics and the
indicators that could point to any problems the tenants
might be experiencing, paying particular attention to the
tenants’ sustainability: the steps taken to support the re-
tailers and any operational changes are shared with the
Commercial Division and are subject to the budget appro-
ved by the Board of Directors.

Looking at changing consumer trends, the Company also
carefully analyzes the merchandising mix in order to un-
derstand the overlap between e-commerce, traditional
retail and services which cannot be replicated, like restau-
rants and personal services.

In the prior year controls for this type of risk were also
subject to monitoring as part of the Group’s enterprise
risk management system based on which a sensitivity
analysis was conducted relating to possible changes in
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the assumptions underlying the plan.

With regard to the Romanian market, in light of the po-
sitive market environment and the prospects for the
next two years, the Company carried out extraordinary
maintenance, in addition to work on revised layouts and
fit outs in order to introduce new tenants (both national
and international), increase the shopping centers’ appeal,
respond to the actions taken by competitors and meet
customers’ new needs.

2.12.1.2 Risk - changes in the global market
/socio-political/regulatory environment

Risk factors:
> Strong inflationary pressure;
> General national/international economic crisis;

> Regulatory changes which have a strong impact on the
regulations that the Company must comply with.

> Risk management

The Company constantly analyzes changes in the level
of consumer spending and inflation rates through mar-
ket studies, including those of specialized professionals.
Management monitors the country’s market conditions
and political situation by looking at economic and finan-
cial stability indicators, as well as regulatory changes (in-
troduction of new European and ltalian laws/regulations)
that could impact the company’s compliance.

With regard to the Romanian market, Management con-
stantly monitors the Country’s economic performance,
checking the main economic and financial stability indica-
tors, like exchange rates, changes in the political scenario,
the status of the European aid program, as well as any
changes in local laws, in order to make sure no critical
areas that could affect IGD’s business have emerged.

2.12.1.3 Risk - failure to manage the impact
of e-commerce penetration on the business

Risk factors:

> Radical changes in the consumer habits of the final co-
stumer;

> Structural changes which affect the consumers’ access
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to the retail market.
> Risk management:

The Marketing Department periodically monitors and
analyzes the Company’s and the sector’s data vis-a-vis
the performance of e-commerce and shares the findings
with the Commercial Division.

The Company participates in working groups of the na-
tional association of shopping centers (CNCC or Consi-
glio Nazionale dei Centri Commerciali) which discuss the
controls that can be implemented in order to limit this
risk and any contractual changes that could protect the
company.

The company’s current strategy focuses on two key
aspects: on the one hand, the analysis and continuous
fine tuning of the merchandise mix in order to introduce
physical activities that cannot be replaced (like restauran-
ts and personal services); on the other, the promotion of
the shopping center as a meeting place (with a calendar
of events, as well as multichannel spaces). The constant
monitoring of the tenant’s performance statistics is key to
implementing the commercial and marketing policies de-
signed to limit the affects that this risk factor might have.
As part of the Enterprise Risk Management project, the
risk was monitored in order to assess the possible impact
that the spread of e-commerce could have on business.

2.12.1.4 Risk - relating to financial strategy
and debt refinancing

Risk factors:

> Failed/ unclear identification of the Company’s finan-
cial strategy resulting in delays in debt refinancing which
could affect the ability to access the best sources of fun-
ding and cause the rating to be lowered.

> Risk management:

The Company’s financial strategy is geared to maintaining
rigorous financial discipline, consistent with the invest-
ment grade profile. The Company uses different sources
for funding and looks for the best conditions available on
the capital markets, while also working to expand the in-
vestor base. In recent years it has used the most sophi-
sticated types of financing and is capable of managing
the preliminary and contractual phases. In 2018 the Com-
pany signed a €200 million an unsecured syndicated loan

deal with BNP Paribas. The syndication was completed on
29 March 2019 with the allocation of the tranches to the
lenders. The Company used the funds from the loan to
redeem a €125 million bond loan (coupon 3.875%) expi-
ring in January 2019. On 28 November 2019 the Company
also issued €400,000,000 in new notes, expiring 28 No-
vember 2024, payable yearly in arrears at a fixed rate of
2.125%. The proceeds from the issue were used, in part, to
repurchase part of a €300 million and a €162 million bond
issue, expiring in 2021 and 2022, respectively, and, in part,
to fully redeem the bond expiring in 2021, as well as for
general corporate purposes. The issue was well received
by the market and initially oversubscribed by important,
accredited domestic and foreign investors.

IGD also works with banks to obtain, as well as modify,
mortgage and unsecured loans. The company has €60
million in committed credit lines and significant short-
term credit lines.

In the period 2005 - 2018 the Company gathered €470
million on the equity capital markets.

2.12.1.5 Risk - Strategy and composition of
the tenant mix / merchandising mix

Risk factors:

> The shopping center fails to attract the target custo-
mers found in the catchment area;

> Merchandising mix does not meet the needs of the cu-
stomers in the catchment area;

> Tenant mix does not meet the needs of the customers
in the catchment area.

> Risk management:

The commercial planning is carried out by the Commer-
cial Division based on the positioning goals shared with
the Company and in accordance with internal procedu-
res. The Company constantly monitors, including through
the use of the updated internal sales data, the tenants’
sales and the vacancy rates. All of the commercial choi-
ces made respect the policy defined by the Commercial
Division and any atypical allocation of the space must be
approved by the Commercial Division. Toward this end,
the Commercial Division meets periodically in order to co-
ordinate and check the steps taken in the region.

A tenant mix that meets qualitative standards is defined
based on an assessment of the shopping center’s loca-
tion and a survey conducted, including with the support
of specialized professionals, of the center’s intrinsic cha-
racteristics and an evaluation of the region.

The Company also strengthened its ability to process
data by creating a specific position within the organiza-
tion which guarantees a more detailed flow of information
and allows for targeted commercial policies on different
levels: shopping center, tenants, merchandise. Periodically
the Company also conducts surveys of customers and te-
nants over the phone and in the centers in order to assess
the level of customer satisfaction with the services offe-
red and the events organized.

With regard to the Romanian market, the decisions made
relative to the tenant mix are linked to the location of the
shopping center, the presence of one or more retail an-
chors, the existence (current or future) of competitors
with similar offers. The Company also benchmark analysis
tools to monitor competitors, trends, footfalls and brand
positioning (market potential).

The subsidiary constantly checks changes in the Merchan-
dising Mix and the Tenant mix through specific monthly
reports in which the main performance indicators are lo-
oked at (Market Rent, occupancy, Merchandising Mix, Te-
nant Mix, weight of the international retailers, etc..).

2.12.1.6 Risk - Crisis of medium/large
spaces (retail and hypermarkets)

Risk factors:

> Crisis of hypermarket retailers which could affect occu-
pancy of large areas in shopping centers and their appeal,
along with the Company’s revenue;

> Crisis of large retail tenants which could affect occu-
pancy of large areas in shopping centers and the Com-
pany’s revenues.

> Risk management:

The Company constantly monitors the space reductions
underway and remodels the shopping malls as needed or
recalculates rents in order to render them more sustai-
nable over time. The Commercial Division defined a sy-
nergic commercial strategy between hypermarkets and
malls, strengthening the collaboration between marketing
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and management, in order to improve the customer expe-
rience. When looking at tenants, factors like the ability to
attract customers with merchandise that reflects market
trends, are taken into consideration.

The Company also began, a few years ago, to introduce
new food and beverage services and entertainment based
on the new retail market trends.

2.12.2 //Operational risks

2.12.2.1 Risks - natural disasters
(earthquakes, floods) and damages caused
by third parties

Risk factors:

> Natural disasters (for example, floods, earthquakes,
etc.);

> Catastrophic events (for example, fires);
> Damages caused by third parties;

> Damages incurred by third parties in the course of busi-
ness or related activities;

> Risk management:

Given the type of business and its unique portfolio, the
Company has taken out All Risk policies with a primary
insurance company based on which each shopping center
has annual coverage.

Based on the Group’s risk management policy vis-a-vis
damage to assets, each consortium of tenants and/or ow-
ners must stipulate its own All Risk policy with an insuran-
ce company.

With regard to third party liability, the insurance covers
civil damages for which the Company may be liable in the
event an accident should occur during the normal cour-
se of business and related activities, including ownership,
rental and management of property and moveable assets.
The consortia, the Commercial and the Asset Manage-
ment, Development and Network Management Divisions
all constantly check the quality and maintenance of the
properties in order to understand if further steps must be
taken to limit risk.

The Company’s policy is to invest in the maintenance and
quality of its properties. When renewing the insurance for
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its buildings, the Company added and/or changed cove-
rage as needed. A dedicated appraiser was also assigned
to monitor the appraisals of damages to buildings in or-
der to ensure consistency in any investigations and faster
settlement of any claims. The Company also developed
a procedure for the updating and monitoring of outstan-
ding claims on a quarterly basis.

In light of the growing attention paid to earthquakes as
result of the recent natural disasters that occurred in Italy,
the Country is carrying out further studies of the poten-
tial risk factors and assessing whether changes should be
made to controls and insurance coverage. In the last few
years, the Company also negotiated further changes to
the All Risk policy, increasing the amount insured for a
few types of events deemed probable and potentially da-
maging.

2.12.2.2 Credit risk
Risk factors:
> Client default;
> Default of consortia tenants;
> Credit recovery problems.
> Risk management:

The tenants are subject to pre-contractual selection ba-
sed on parameters linked to the business’s financial soun-
dness and P&L forecasts.

The analyses of potential clients are done, including with
the help of specialized consultants, and focus on under-
standing potential risks for the Company.

All clients must guarantee their contractual obligations
with sureties and/or security deposits. The Company
constantly monitors the contractual relationship to ensure
that the contractual obligations are being respected and
in the event of default the company follows the internal
procedures for credit management; in a few instances,
involving well-known tenants of good standing, remedial
measures may be taken. The credit positions of current
and new tenants are constantly monitored through the
use of a specific program which makes it possible to as-
sess the credit history of each tenant, the level of risk as-
sociated with each tenant and the degree of solvency; this
analysis is conducted each quarter, but monitored daily in
order to constantly manage the measures taken or that
need to be taken in terms of debt collection.

The Commercial Division works closely with the Legal and
Corporate Affairs Division and also prepares periodic re-
ports on credit collection for Management and the control
bodies.

The consortia now use the same monitoring and credit
collection activities as the Company, creating synergies
allowing for the implementation of flexible procedures
and periodic sharing of detailed reports with IGD’s Com-
mercial Division, and the Administrative, Legal and Corpo-
rate Affairs Division.

The operating structure of the Asset Management, Deve-
lopment and Network Management Division, divided into
the central-northern and central-southern areas is such
that the division guarantees a continuous regional presen-
ce which can monitor and foresee possible risk situations.
The ERM model used also calls for periodic monitoring
in order to assess the adequacy of the risk management
measures in place with respect to the actual level of risk.

2.12.2.3 Asset valuation risk
Risk factors:
> Global economic crisis;

> Changes in the domestic/international market which
results in a significant devaluation of the asset portfolio.

> Risk management:

The shopping centers are located throughout the country
which reduces the exposure to risks connected to regio-
nal phenomenon. The analysis of sales figures, along with
the monitoring of commercial dynamics, receivables, re-
negotiations, footfalls, support of the independent exper-
ts with the appraisal of the assets, help the management
spot signs that changes are taking place in the retail real
estate market.

Periodically the Company also runs sensitivity analyses
involving the valuations of the portfolio assets in order
to constantly monitor the effects that changes in the di-
scount or cap rates, linked to the global economic envi-
ronment, or revenue could have on the value of the assets.
The monitoring of the indicators identified as part of the
Enterprise Risk Management initiative supports the asses-
sment of foreseeable changes in the level of this type of
risk.

2.12.2.4 Contract risk
Risk factors:

> Problems managing the contractual relationship with
tenants;

> Increased costs or loss of income.
> Risk management:

The Company constantly monitors the relationships with
its tenants through constant control of any breaches
or violations of the agreements by the retailers and the
Commercial Division’s regional supervision. The Com-
mercial Division is constantly in touch with the tenants
by telephone, through meetings, including at headquar-
ters, and any critical situations are analyzed to determine
the steps that need to be taken. Each tenant is subject to
selection based on parameters linked to financial solidity
and the economic prospects of the business and credit
history. Guarantees in the form of sureties and security
deposits, typically equal to six months’ rent, are also typi-
cally requested before the lease is signed.

The Company, furthermore, uses standard rent/lease
agreements that may be revised/amended based on the
conditions agreed upon with the tenant; if need be the
Company may avail itself of outside consultants or the in-
ternal legal department in order to define specific or unu-
sual contractual clauses.

Management, if needed, also works with consultants who
support the company in the search for new tenants and
during negotiations.

2.12.2.5 Vacancy risk
Risk factors:
> Failure to reach the level of occupancy expected at the
shopping centers which could impact appeal and profi-
tability.
> Risk management:
The Company controls vacancy risk through promotional
activities and incentive schemes involving current and po-

tential tenants.

Intense public relations activities are carried out with the
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tenants in order to ensure optimal occupancy, including
through investments in promotional activities and laun-
ches.

The commercial team is comprised of highly experien-
ced sector professionals who work to reach the Group’s
objectives in terms of revenue and occupancy.

Monitoring the occupancy of the different shopping cen-
ters and determining any steps that need to be taken
to reach a vacancy rate that is close to zero are part of
the daily asset management activities. The company in-
vests constantly in capex with a view to increasing the
quality and appeal of the properties (including by chan-
ging layouts), adapting to changing market needs and/or
changes in market conditions.

2.12.2.6 Information technology risk
Risk factors:

> Problems stemming from the correct functioning of the
IT systems supporting the company’s operations.

> Risk management:

The Company outsources the management of the IT sy-
stems.

During the year the Financial Reporting Officer carried
out a 262 IT Test and a review of the IT systems used by
the Company for administrative and accounting purposes.
The Company deployed a software for the management
of tenant leases, invoices and the reporting of the tenan-
ts’ sales. Furthermore, following the update of the regula-
tions governing Privacy, the Company took steps to com-
ply with the new norms. The assessment of the control
system and the definition of a specific gap analysis was
assigned to an external legal consultant.

2.12.3 // Compliance risk
2.12.3.1 Fiscal risk
Risk factors:
> Application of sanctions linked to violations of tax re-
gulations;
> Failure to meet the profit and asset requisites necessary

to be eligible for SIIQ status, resulting in being ineligible
for treatment under the SIIQ regime (in the event this si-
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tuation is prolonged for the period provided for at law).
> Risk management:

The Company, which was granted SIIQ status beginning
in 2008, has since then carefully monitored the associa-
ted tax risks; the valuations made regarding the taxation
models used are prepared with the assistance of carefully
selected specialized professionals and the Director of Ad-
ministrative, Legal and Corporate Affairs constantly moni-
tors any regulatory changes and the internal accounting
procedures.

More in detail, the accounts for the taxable and exempt
operations are maintained separately; the division also
conducts asset and profit tests constantly, every six mon-
ths and before extraordinary transactions, in order to en-
sure compliance with the SIIQ regulations.

The results of the tests are shared with management. The
information found in financial reports and tax returns are
examined and controlled by external tax experts.

2.12.3.2 Privacy risk
Risk factors:

> Application of sanctions linked to violations of regula-
tions protecting data and privacy.

> Risk management:

After the European Privacy Regulation (“GDPR”) took ef-
fect, the Company worked to comply with the new regu-
lation, under the supervision of the Administrative, Cor-
porate and Legal Affairs Division and in collaboration with
the General Services Office. The Company availed itself
of a specialized legal consultant who supports the Data
Protection Officer (“DPQO”), appointed by the Company,
in the compliance with the new law. The consultant in-
terfaces with the DPO (who is part of the Administrative,
Corporate and Legal Affairs Division), as well as the Com-
mercial Division, responsible for the management of the
IT systems which is outsourced to Coop Alleanza 3.0 soc.
coop.

2.12.3.3 Liability pursuant to Legislative
Decree 231/01

Risk factors:
> Sanctions associated with corporate liability for crimes

committed pursuant to Legislative Decree 231/01.
> Risk management:

The Company adopted the “Model for organization, ma-
nagement and control” pursuant to Legislative Decree
231/01 which defines the guidelines, rules and conduct
that should govern the company’s activities and which
must be complied with in order to minimize the risk that
the crimes referred to in Legislative Decree. 231/01 are
committed, and which ensures maximum transparency
and fairness in the company’s business dealings.

When Legislative Decree. 231/01 took effect, the Com-
pany also prepared a Code of Conduct applicable to all
Group employees/staff members, without exception, who
must ensure that they perform their duties in accordance
with the standards included in the Code.

Toward this end, the Supervisory Board, instituted in ac-
cordance with the Decree, carries out its control and su-
pervisory duties with the support of a specialized consul-
tant in order to monitor compliance with the protocols,
company procedures, as well as the functioning of and
compliance with the Organizational Model. The Super-
visory Board was constantly updated as to the controls
adopted by the Company relating to seismic risk, which
was also monitored as part of the Enterprise Risk Mana-
gement system, including with a view to the possible im-
pact on health and safety.

The Supervisory Board constantly updates and amends
the Organizational Model to ensure that it complies with
the law and that it adequately reflects the Group’s organi-
zational and business structure.

As of 2014, following the introduction of new offences re-
lating to corruption, each year top management signs sta-
tements attesting to the lack of any conflicts of interest.
In 2018, after Law n. 179 of 30 September 2017 (the “whi-
stleblowing” law) took effect, the Organizational Model
was updated in order to introduce a new whistleblowing
system which is accessible via the home page of the com-
pany’s website to all the Company’s staff members and
which guarantees anonymous reporting.

In 2019 the Company began the process needed to obtain
ISO 37001 “Anti-Bribery Management Systems” certifica-
tion which defines the standards for the anti-bribery ma-
nagement systems.

2.12.3.4 Regulatory risk associated with
being a listed company (Consob, Borsa)

Risk factors:
> Sanctions, reprimands and citations for violations of the

regulations issued by the stock exchange and regulatory
agencies relating to the Company’s responsibility as an
issuer of financial instruments traded on a regulated mar-
ket.

> Risk management:

The Company pays the utmost attention to the norms and
regulations governing listed companies.

More in detail, Corporate & Legal Affairs, which is part of
the Administrative, Legal and Corporate Affairs Division,
and Investor Relations work to ensure compliance with
the regulatory agencies and monitor any market disclosu-
res. This process, which calls for the close collaboration of
the internal divisions involved in compiling, checking and
disclosing data and information regarding the company’s
administration, accounts and operations, is done in accor-
dance with internal procedures and under the supervision
of the Chief Executive Officer and the Financial Reporting
Officer.

After the EU Regulation n. 596/2014 (“MAR”) took effect,
the Company adopted a new procedure for the manage-
ment, handling and disclosure of confidential and privi-
leged information and instituted an Insider Registry. The
market rules and regulations are constantly monitored
in order to understand the possible ramifications for the
Company.

2.12.3.5 Liability pursuant to Law 262/05
Risk factors:

> Sanctions associated with violations of the Financial Re-
porting Officer’s responsibilities pursuant to Law 262/05.

> Risk management:

The Company, in accordance with Legislative Decree n.
262 dated 28 December 2005, the Uniform Savings Act,
adopted administrative and accounting control procedu-
res related to financial disclosures in order to (i) ascer-
tain whether or not the current Internal Control System
provides reasonable certainty that the information repre-
sented in the financial statements is accurate and reliable;
(i) implement adequate administrative and accounting
procedures to be used in drafting the separate and con-
solidated financial statements, as well as any other finan-
cial disclosures (in accordance with Law 262/2005); (iii)
ensure that the administrative and accounting procedures
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are complied with during the period in which the above
documents are being drawn up.

The implementation and verification of the Internal Con-
trol System pursuant to Legislative Decree 262/05 are
carried out by internal resources as instructed by and un-
der the supervision of the Financial Reporting Officer ap-
pointed by the Board of Directors in accordance with the
law; verifications are carried out by Internal Audit.

The administrative-accounting system adopted pursuant
to L.262/05 is monitored periodically in order to under-
stand if the risk controls implemented as per risk asses-
sments are effectively applied, as well update the same in
light of activities carried out by the Administrative, Cor-
porate and Legal Affairs Division.

The Company, therefore, has adopted a specific model to
assess administrative - accounting risks associated with
financial reporting and updates this model continuously.
The Company tests the adequacy and effective applica-
tion of the administrative - accounting processes each
year. The manual for the Financial Reporting Officer was
also revised and all the administrative-accounting pro-
cedures were updated, specifically the procedures that
impact reporting. The findings that emerge during the
Testing 262 activities are analyzed periodically by the
control bodies and the Board of Directors. The Company
works constantly to make any changes recommended in
order to continuously improve the administrative - ac-
counting activities.

The Company also updated the “risk control matrix”; this
activity involved the revision of key controls, in order to
render the periodic audits more efficient.

2.12.4 // Financial risks

2.12.4.1 Risks associated with funding and
cash management

Risk factors:
> Problems managing liquidity;
> Financial resources fail to meet the company’s needs;

> Problems maintaining existing loans and in obtaining
new ones.
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> Risk management:

Liquidity risk is managed through careful management of
cash flow and is mitigated by the availability of substantial
credit lines, committed and uncommitted.

The Finance Division monitors cash flow through the use
of quarterly financial forecasts (updated on a rolling ba-
sis) and ensures that available liquidity is sufficient to
meet the company’s business needs, and also establishes
the correct ratio between bank borrowings and capital
market debt.

With regard to medium/long term debt, the Group finan-
ces itself using: (i) medium/long term floating rate mort-
gage and unsecured loans, and (ii) fixed rate bond loans.
Medium/long term borrowings may contain covenants
and the Finance Division monitors this aspect constantly
including together with company management through
the use of the Enterprise Risk Management system in or-
der to understand the impact that any breaches of these
covenants could have on strategic, operational, complian-
ce and financial risks.

Financial commitments are covered by funding made
available by financial institutions and available committed
and uncommitted credit lines.

This risk is managed prudently in order to avoid, in the
event unexpected events should occur, excessive expense
which could have a further negative impact on the com-
pany’s market reputation and financial-economic flexibi-
lity.

The Company implemented a tool which makes it possible
to i) analyze and measure interest rate risk, ii) understand
the methods used to gather data and information relati-
ve to executed contracts in order to manage the interest
rate risk, iii) develop a single model for risk assessment
and management, iv) identify and measure financial risk
taking into account:

a. Fair value

b. Sensitivity cash flow

c. Stress tests

d. Probability of default

All the information pertinent to cash management and

funding are managed by a single division. The figures are
also integrated with the economic - financial figures of
the Finance and Treasury Division by Planning and Con-
trol and included in the Business Plan.

The Company is now more attractive to investors than in
the past as shown by the recent bond placements and the
two new “Investment Grade” ratings received which con-
firm the Company’s excellent credit profile. In April 2019
S&P Global Ratings assigned a “BBB-“(currently with a
negative outlook) rating to IGD and in October, Fitch Ra-
tings Ltd gave IGD a “BBB-“ rating, with a stable outlook.

2.12.4.2 Interest rate risk
Risk factors:

> Volatile interest rates which could impact the financing
of operations, as well as the use of available liquidity.

The Group’s finances itself through short-term credit li-
nes, floating rate medium/long term mortgages and un-
secured loans, as well as fixed rate bond issues, therefore
if interest rates are raised it is exposed to the risk that
financial expense could increase and that any refinancing
could be more costly.

> Risk management:

Interest rate risk is monitored constantly by the Finance
and Treasury Division and Top Management.

Over the years the Company has gradually increased he-
dges of interest rate risk and reduced the level of debt in
terms of LTV.

The Finance Division monitors any changes in the main
financial-economic indicators that could possibly impact
the company’s performance.

To manage this risk, the Group has entered into IRS or
Interest Rate Swap agreements which allow the Group to
cover about 94.8% of its interest rate risk on medium/long
term loans, including bond loans.

The Finance Division analyzes and measures interest rate
risk and liquidity constantly in order to understand pos-
sible risk management solutions; furthermore, scouting
activities are carried out periodically in order to find ways
to reduce financing costs through bank borrowings and
the debt capital markets. During the year the following

financing transactions were finalized: i) a floating rate un-
secured syndicated loan was obtained, hedged against
interest rate risk through an Interest Rate Swap, ii) issue
of fixed rate bond.

Following the change in the rating assigned by Moody’s,
the Finance Division is constantly verifying the parame-
ters assessed by the three agencies with a view to un-
derstanding if the step-up clauses in a few outstanding
bonds might be applied.

The specific tools used as part of the ERM process to ad-
dress this type of risk are monitored periodically.

2.12.4.3 Foreign exchange risk
Risk factors:

> Fluctuations in the Romanian currency, RON;

which could result in the portfolio being written down and
the default of Romanian retailers whose contracts are in
Euro, but anchored to the RON.

> Risk management

The Romanian tenants’ rents are in Euro but paid in RON;
therefore, the company is exposed to the risk that chan-
ges in exchange rates could make it harder for retailers to
meet their contractual obligations.

Currently IGD works to mitigate this risk by working con-
stantly on the optimal merchandising and tenant mix, as
well as on the management of the portfolio with a view to
sustaining value, including through improvements. With a
view to understanding the correct policies to adopt, the
Company holds weekly meetings in order to monitor the
credit profile of the different shopping centers and tenan-
ts and decide which steps should be taken in this regard.
The Company monitors the rent as a percentage of the te-
nant’s sales on a quarterly basis. The commercial policies
are carefully defined and based on in depth research as to
the market needs and the habits of the local consumers.
Toward this end the Group is assisted by a team of spe-
cialized professional comprised of corporate and local
resources in order to understand the correct trade-off
between acquired know-how, corporate development and
local needs.
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2.13 // Intercompany and related party transactions

With regard to related party and intercompany tran-
sactions, there are no transactions which qualify as unu-
sual or atypical, as they fall within the Group’s ordinary
sphere of operations and take place under arm’s-length
conditions.

With regard to the rules of corporate governance and the
“Procedures for Related Party Transactions”, please refer

2.14 // Treasury shares

IGD had a total of 32,118 treasury shares at 31 December
2019, recognized as a €198,017 reduction in net equity.
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to Section 3.12, “Report on Corporate Governance and
Ownership Structure”.

Details of related party transactions carried out in 2019
are provided in a section of the notes to the financial sta-
tements.

2.15 // Research and development

IGD SIIQ and the Group companies do not perform rese-
arch and development activities.

2.16 // Significant transactions

During the year ended 31 December 2019, no significant
non-recurring transactions or atypical/unusual tran-
sactions, as defined in CONSOB'’s notice of 28 July 2006,
were carried out with third parties or between Group
companies.

2.17 // Comment on the Parent Company’s financial and economic performance

The financial statements at 31 December 2019, being sub-
mitted to the shareholders for approval, show a net profit
of €9,471 thousand. Total revenue and operating income
amounted to €128.5 million, an increase against the prior
year of €3.6 million or 2.9%, while operating costs inclu-
ding general expenses were lower than the previous year
and lower as a percentage of revenue, going from 21.9% to
20.8%. These changes are mainly attributable to the full
year contribution of the 4 shopping malls and retail park
purchased in April 2018 and the application of IFRS 16 as
of 1 January 2019.

EBIT, which amounted to €44 million, was €29.2 million
lower than in the prior year due to the decrease in the real

estate portfolio’s fair value.

Financial charges amounted to €34.6 million at 31 Decem-
ber 2019, an increase of €3.1 million compared to 2018 due
mainly to (i) the decrease in IRS spreads, (ii) the decrease
in interest on bonds, (iii) the increase in charge on amorti-
zed costs, (iv) the increase in financial charges recognized
in the reporting period as a result of IFRS 16 application,
(v) higher interest on the loans used to purchase the 4
businesses finalized in April 2018, and (vi) higher financial
charges on committed lines.

The net financial position was about €40 million higher.
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3. REPORT ON CORPORATE GOVERNANCE AND

OWNERSHIP STRUCTURE

// GLOSSARY
// Code/Corporate Governance Code

the Corporate Governance Code for listed companies
approved by the Corporate Governance Committee and
promoted by Borsa ltaliana S.p.A., ABI, Ania, Assogestio-
ni, Assonime and Confindustria in effect at the date of this
report.

// Board
The Issuers’ Board of Directors.
// Issuer or the Company

The company Immobiliare Grande Distribuzione SIIQ
S.p.A. referred to in this Report.

// Year

Financial year, 2019, referred to in this Report.

// CONSOB Regulations for Issuers

The regulations for issuers approved CONSOB in Resolu-
tion n. 11971 of 14 May 1999, as amended.

// CONSOB Market Regulations
Market regulations issued by CONSOB pursuant to Re-

solution n. 20249 of 28 December 2017, as subsequently
amended.
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// CONSOB Regulations for Related Party
Transactions

The Regulations issued by CONSOB pursuant to Resolu-
tion n. 17221 of 12 March 2010, as subsequently amended,
for related party transactions.

// Report

The Report on Corporate Governance and Ownership
Structure that companies are required to prepare pur-
suant to Art. 123-bis TUF.

// Testo Unico della Finanza/TUF

Legislative Decree n. 58 dated 24 February 1998 (as sub-
sequently amended).

3.1 // Company Profile

The Company has a traditional system of management
and control founded on the centrality of the Board of Di-
rectors. The financial audit is performed by external audi-
tors, in accordance with the law.

The Company’s Corporate Governance model is based on:
(i) the guiding role of the Board of Directors in matters
of corporate strategy, as a whole and through specifically
appointed committees with advisory and consulting fun-
ctions; (ii) the transparency of business decisions within
the Company and vis-a-vis the market; (iii) the defini-
tion of a remuneration policy for the directors and the
managers with strategic responsibilities which complies
with the Code iv) the efficiency and efficacy of the inter-
nal control and risk management system; (v) the strict go-
vernance of potential conflicts of interest; and (vi) clear
procedures for transactions with related parties and for
the treatment of corporate information.

The Company’s mission is to create value for all its sta-
keholders: shareholders and financial community, em-
ployees, visitors and local community, tenants and sup-
pliers. The Company believes this is possible through
sustainable growth.

Again in 2019 the Company prepared a Corporate Sustai-
nability Report which describes the characteristics of the

Sales
2019 2018 2017
128,508,506 124,888,689 112,599,302

IGD Group, its recent growth, the objectives for future de-
velopment and the main results achieved in 2019 relating
to economic, environmental and social sustainability.

Every year the Company makes the Corporate Sustaina-
bility Report, approved by IGD SIIQ Spa’s Board of Direc-
tors, available to the public on its website at

http:/www.gruppoigd.it/en/sustainability/sustainabili-

ty-report/.

The Company qualifies as a SME pursuant to art. Lw-qua-
terl) TUF. More specifically, based on this article, an en-
terprise qualifies as a SME if at least one of the following
requirements is satisfied: (i) sales do not exceed €300
million, or (ii) the market capitalization is less than €500
million. Companies who exceed these thresholds for three
years in a row do not qualify as SMEs. IGD qualifies as
a SME as the sales recorded in the years 2019, 2018 and
2017 are below the threshold indicated by Consob, as
shown below.

Average capitalization

2019 2018 2017

665,917,325 725,307,328 694,208,145
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3.2 // Information on ownership structure (pursuant to Art. 123-bis, par. 1, T.U.F.) as at

27 February 2020

a) Share capital structure (pursuant Art. 123-bis, par. 1,
lett. a), TUF)

The share capital approved at the date of this Report to-
tals €650,000,000.00 of which is fully paid-in and sub-
scribed, divided in 110,341,903 ordinary shares without a
stated par value (see Table 1).

During an Extraordinary Shareholders’ Meeting held on 11
November 2019, IGD’s shareholders approved the propo-
sal to voluntarily reduce share capital, pursuant to and in
accordance with Art. 2445 of the Italian Civil Code, from
€749,738,139.26 to €650,000,000.00. More in detail, sha-
re capital was reduced by €99,738,139.26, by allocating
€8,154,918.00 to the legal reserve and €91,583,221.26 to a
newly formed distributable capital reserve.

On 19 February 2020, as no creditors had expressed

> |GD SHAREHOLDER BASE

M 40.92% Coop Alleanza 3.0
9.86% Unicoop Tirreno
M 49.22% Floating

objections within the 90-day period provided for in Art.
2445, paragraph 3 of the Italian Civil Code, the capital re-
duction approved above was completed.

b) Share transfer restrictions (pursuant to Art. 123-bis,
par- 1, letter b), TUF)

There are no restrictions and all shares are freely transfe-
rable.

c) Significant interests in share capital (pursuant to Art.
123-bis, par. 1, lett. ¢), TUF)

Based on the declarations received under art. 120 of TUF
and other information available to the Company, the sha-
reholders with voting rights holding more than 5% of the
company’s ordinary share capital are those indicated in
Table 1 “Significant interests in share capital” attached to
this report.

Note: the interest held by Unicoop went from 12.03% to 9.86%.

This percentage is based on information provided by the shareholder to the Company.

d) Shares granting special rights (pursuant to Art. 123-
bis, para. 1, lett. d), TUF)

The shares issued all have the same rights.

e) Employee share ownership: exercise of voting rights
(pursuant to Art. 123-bis, par. 1, letter e), TUF)

There are no specific mechanisms which provide for em-
ployee share ownership.

f) Restrictions on voting rights (pursuant to Art. 123-bis,
par. 1, lett. f), TUF)

There are no restrictions on voting rights.

g) Shareholder Agreements (pursuant to Art. 123-bis,
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par. 1, lett. g), TUF)

At the date of this report the Company is not party to
any shareholder agreements deemed relevant pursuant to
Art. 122 of TUF.

h) Provisions relating to change of control clauses (pur-
suant to Art. 123-bis, par.1, lett. h), TUF) and takeover
bids (pursuant to Art. 104, par. 1-ter, and 104-bis, par. 1)

In the course of their normal business, the Company and
group companies may stipulate agreements with financial
partners which include clauses which grant each of the
parties the right to rescind and/or amend said agreemen-
ts and/or require repayment of the loan in the event the
direct or indirect control of the company contracting par-

ty should change.

Without prejudice to the above, the Company:

> On 21 April 2015, made an offer to exchange outstan-
ding bonds “€744,900,000 4.335 per cent. Notes due 7
May 2017”7 and “€150,000,000 3.875 per cent. Notes due 7
January 20719” with new senior notes “€762,000,000 2.65
per cent. Notes due 21 April 2022”. The regulations for the
notes “162,000,000 2.65 per cent. Notes due 21 April 2022”
call for the issue of a put option that may be exercised
by the note holders in the event control of the Company
should change;

> On 31 May 2016, issued senior fixed rate notes
“€300,000,000 2.500 per cent. Notes due 31 May 2021"
the regulations for which call for a put option that may be
exercised by the note holders in the event control of the
Company should change;

> On 11 January 2017 issued, through a private placement,
an unsecured non-convertible bond loan, for a nominal
amount of €100 million, expiring January 2024, the regu-
lations for which call for a put option that may be exerci-
sed by the note holders in the event control of the Com-
pany should change;

> On 16 October 2018 stipulated an agreement for a
3-year EUR 200 million senior unsecured facility with BNP
Paribas and a pool of other lenders which contains a man-
datory early termination clause in the event control of the
Company should change;

> On 28 November 2019 the Company repurchased part
of the notes “€300,000,000 2.500 per cent notes due 31
May 20271” and the “€162000000 2.650 per cent. Notes
due 21 April 2022” (outstanding notes) tendered as a re-
sult of the tender offer launched by BNP Paribas S.A., whi-
ch settled on 22 November 2019. After the notes were
repurchased, the Company requested the cancellation
of the Existing Notes repurchased by IGD. The following
table shows the outstanding nominal amount of the Exi-
sting Notes after such cancellation. At the same time, on
28 November 2019 the Company issued new fixed-rate
senior notes “€400,000,000 2125 per cent. Fixed Rate
Notes due 28 November 2024” which call for the issue of
a put option that may be exercised by the note holders in
the event control of the Company should change;

> With regard to the provisions found in the company
bylaws relating to takeover bids, there are no clauses whi-

ch provide for exceptions to the passivity rule nor appli-
cation of the neutrality rules.

i) Authority to increase share capital and authorizations
to buy back shares (pursuant to Art. 123-bis, par. 1, lett.
m), TUF)

The Board of Directors, pursuant to Art. 2443 of the Ita-
lian Civil Code has the right to, by 12 April 2022, increase
share capital against payment, in one or more instalments,
by up to 10% of the current share capital, to be subscribed
by parties selected by the Board of Directors including
qualified investors and/or business partners and/or finan-
cial partners in ltaly and abroad or shareholders of the
Company - excluding pre-emption rights pursuant to Art.
2441, paragraph 4 (2), as long as the issue price corre-
sponds to the shares’ market price which must be confir-
med in a report issued by the external auditors.

The shareholders, meeting in ordinary session on 10 April
2019, granted the Board of Directors the power to buy and
sell treasury shares, in accordance with art. 2357, second
paragraph, of the Italian Civil Code. For more information
about the authorization granted please refer to the report
prepared for the ordinary session of the Annual General
Meeting held on 10 April 2019 available at http:/www.
gruppoigd.it/en/governance/shareholders-meeting/.

The Company had 35,825 treasury shares at the date of
this report.

i) Management and coordination (pursuant to Art. 2497
et seq. Italian Civil Code)

The Company, pursuant to Art. 2497 of the Italian Civil
Code, is subject to the management and coordination of
shareholder Coop Alleanza 3.0 soc.coop. which controls
40.92% of the Company’s share capital.

// OTHER INFORMATION

Indemnity of Directors (pursuant to art. 123-bis, para 1,
letter i), TUF)

With regard to information relative to any agreements
between the Company and the Directors in the event of
resignation, dismissal or termination following a takeo-
ver bid, please refer to the information found in the Re-
muneration Report published pursuant to Art. 123-ter of
TUF and available on the Company’s website: http:/www.
gruppoigd.it/en/governance/remuneration/.
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3.3 COMPLIANCE (PURSUANT TO ART. 123-BIS, PARAGRAPH 2, LETT. A), TUF)

Norms applicable to the appointment and replacement
of directors, amendments to the corporate by-laws (pur-
suant to Art. 123-bis, par. 1, lett. I),TUF)

The appointment and replacement of the directors, as well
as amendments to the corporate by-laws, are conducted
and governed in accordance with Title V of the bylaws
(Board of Directors) made available on the company’s
website (www.gruppoigd.it). Please refer to the section
“Board of Directors” of this report for further information.
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3.3 // Compliance (pursuant to Art. 123-bis, paragraph 2, lett. a), TUF)

Since its IPO, on 11 February 2005, the Company has adop-
ted the Corporate Governance Code and has structured
its corporate governance, the rules and standards of con-
duct, in a way that ensures efficient and transparent cor-
porate bodies and control systems in line with the code
guidelines.

The July 2018 version of the Code, applicable through 31
December 2020, is available on Borsa Italiana’s website
at: https:/www.borsaitaliana.it/borsaitaliana/regolamen-
ti/corporategovernance/codice2018clean.pdf.

In January 2020, the Corporate Governance Committee
adopted a new version of the code that will be applied
as of FY 2021. Toward this end, in 2020, the Company
will assess the steps to take in order to comply with the
recommendations in the new version of the Code.

In line with the best international practices relating to
corporate governance and in light of the recommenda-
tions found in the Corporate Governance Code approved
by Borsa Italiana’s Corporate Governance Committee, the
Company adopted its own Corporate Governance Regu-
lations which, along with the other documents (corporate
bylaws, Decree 231/01 Model for organization, manage-
ment and control, code of ethics, Regulations for Sha-
reholders’ Meetings, Procedures for related party tran-
sactions, Regulations for the management of privileged
information, the Internal dealing code, Anti-corruption
Policy) - comprise the group of self-governance instru-
ments used by the Company.

In accordance with the law, the Report contains a general
description of the corporate governance system adopted
by the Company, along with information on the sharehol-
der structure and application of the Corporate Governan-
ce Code, as per the “comply or explain” standard set out
in the “Guidelines and transitional phase” section found in
the Code .

The Company’s subsidiaries include two Romanian com-
panies, WinMagazin S.a. and WinMarkt Management S.r.l,,
which, however, do not have any impact on the current
structure of IGD’s governance.

// Corporate governance structure

Insofar as IGD is an ltalian company with shares listed on
the stock exchange which adheres to the code referred
to above, the governance structure is founded on a tra-
ditional model comprised of: Shareholders’ Meetings, the
Board of Directors, Board of Statutory Auditors and Ex-
ternal Auditors. Financial audits are carried out by exter-
nal auditors.

The Shareholders’ Meeting is the forum used by the sha-
reholders to express their wishes. The resolutions are
made in accordance with the law and the bylaws while the
meetings are governed by specific regulations adopted
by the Company in order to ensure that the meetings are
carried out in an orderly and efficient manner.

The Board of Directors examines and approves the Com-
pany’s strategic, business and financial plans and defines
the nature and level of risk deemed compatible with the
Company'’s strategic objectives, including all the risks de-
emed material to medium/long-term sustainability.

In accordance with the bylaws, the Board of Directors may
take all measures it deems appropriate for implementing
and achieving the corporate purpose, except for those
that the law or the bylaws reserve for the shareholders.

The Board of Statutory Auditors oversees compliance
with the law and the bylaws and ensures that the stan-
dards of correct administration are observed and, in parti-
cular, that the organizational, administrative and accoun-
ting structures are adequate, that they function correctly,
that the corporate governance rules provided for in the
Code are complied with and that the disclosures made
by the Company to its subsidiaries comply with Art. 114,
paragraph 2, of the TUF (public disclosures).

The financial audit assignment was granted to the registe-
red audit firm appointed during the Annual General Me-
eting based on the motivated proposal submitted by the
Board of Statutory Auditors.
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3.4 BOARD OF DIRECTORS

3.4 // Board of directors

3.4.1 // Appointment and replacement (pursuant to
Art. 123-bis, para. 1, lett. 1), TUF)

The Company is administered by a Board of Directors
composed, as per the bylaws, of seven to nineteen mem-
bers.

During the Annual General Meeting held on 1 June 2018,
shareholders decided that the Board of Directors will be
comprised of 11, rather than the previous 13, directors to
serve for the three-year period ending on the date of the
Annual General Meeting called to approve the financial
statements for the year ending 31 December 2020.

Pursuant to Articles 16.2 and 16.3 of the bylaws, the di-
rectors are elected on the basis of preference lists which
comply with the current laws relating to gender equality.
In accordance with Art. 16.3 of the bylaws, lists could be
submitted by shareholders who, alone or together with
others, hold the interest determined in accordance with
CONSOB (for 2020 equal to 2.5% of the Company’s share
capital, pursuant to Consob regulation n. 28 of 30 January
2020). The lists must be filed at the head office at least
twenty-five days in advance of the first-call date of the
meeting. Shareholders must prove possession of the sha-
res needed to file voting lists by submitting the relative
certification by the deadline for the publication of the list
(namely at least 21 days prior to the Annual General Mee-
ting). Pursuant to art. 147-ter, paragraph 1-bis, TUF, owner-
ship of the minimum amount needed to participate in the
filing of a list is based on the number of shares officially
held by the shareholder on the day the lists are filed with
the Issuer.

The candidates must be numbered sequentially in the li-
sts up to the number of seats to be filled. In accordance
with the latest version of Art. 147 ter, fourth paragraph, of
the TUF, Art. 16.3, last passage, of the bylaws states that
every list must include at least two clearly indicated can-
didates who qualify as independent in accordance with
the law. The lists which include three or more candidates
must include candidates of both genders, as indicated in
the notice of call for the Annual General Meeting, in order
to ensure that the composition of the Board of Directors
complies with current laws relating to gender equality.

In compliance with the bylaws, the lists must be filed

along with the candidates’ irrevocable acceptance of of-
fice (should they be elected), curriculum vitae, and state-
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ments confirming that there are no reasons for ineligibility
and/or disqualification and that they meet the require-
ments set by law.

Art. 16.4 of the bylaws, reflecting the provisions of Art.
147-ter, paragraph 3 of the TUF, prohibits any sharehol-
der from submitting or participating in the submission of
more than one list. In keeping with the above, Art. 16.7 of
the bylaws states that if more than one list is submitted,
at least one director must be appointed from the minority
list that receives a majority of the votes cast. Thus, if the
candidates ranked with the highest quotients come from
a single list, the candidate from the minority list who has
earned the highest quotient will be elected in place of the
candidate at the bottom of the ranking. Pursuant to art.
16.7-bis of the bylaws - as introduced by the amendments
approved by the shareholders meeting in ordinary session
on 18 April 2013 - if the law relating to gender equality
fails to be complied with as a result of the votes cast, the
candidates belonging to the more represented gender
with the least amount of votes on the list that receives
the most votes will be replaced by the number of candi-
dates on the same list needed to ensure compliance with
the laws governing gender equality without prejudice to
the minimum number of independent directors required
under the law. In the event that not enough candidates
of the least represented gender appear on the list that
receives the greatest number of votes, the shareholders
will appoint the directors of the least represented gender
with the majority of votes required by law.

Art. 16.8 of the bylaws, on the subject of filling vacancies
on the Board of Directors, combines the co-optation sy-
stem with the requirement that minority interests be re-
presented and that at least two directors qualify as inde-
pendent pursuant to Art. 147-ter, par. 3 of the TUF, as well
as in accordance with the laws governing gender equality.

// Succession Plan

In accordance with Article 5.C.2 of the Corporate Gover-
nance Code, on 27 February 2020 the Board of Directors,
based on the proposal of the Nominations and Compen-
sation Committee and the opinion of the Board of Statu-
tory Auditors, began the procedure need to adopt a suc-
cession plan for the Chief Executive Officer.

3.4.2 // Composition (pursuant to Art. 123-bis, pa-
ragraph 2, lett. d) and d-bis), TUF)

The Board of Directors in office, appointed during the
AGM held on 1 June 2018, is comprised of 11 Directors: Elio
Gasperoni (Chairman), Claudio Albertini (CEO), Rossella
Saoncella (Vice Chairman), Gian Maria Menabo, Luca Don-
di Dall’Orologio, Sergio Lugaresi, Elisabetta Gualandri, Li-
via Salvini, Alessia Savino, Eric Jean Véron and Timothy
Guy Michele Santini.

The Board of Directors will remain in office through the
Annual General Meeting convened to approve the finan-
cial statements at 31 December 2020.

On 1 June 2018, during the ordinary AGM, shareholders
appointed the Board of Directors, that will be in office sin-
ce the Annual General Meeting called to approve the fi-
nancial statements for the year ending 31 December 2020.

The Board of Directors actually in office is comprised of
11 Directors: Elio Gasperoni (Chairman), Claudio Alberti-
ni (CEO), Rossella Saoncella (Vice Chairman), Gian Maria
Menabo, Luca Dondi Dall'Orologio, Sergio Lugaresi, Eli-
sabetta Gualandri, Livia Salvini, Alessia Savino, Eric Jean
Véron and Timothy Guy Michele Santini.

During the Shareholders’ Meeting held on 1 June 2018 four
lists were presented, by: Coop Alleanza 3.0 soc. Coop.
(List no. 1), Unicoop Tirreno soc. Coop. (List no. 2), GWM
Growth Fund S.A. (List no. 3) and a group of institutio-
nal investors (List no. 4). The lists were submitted with
all the documentation relating to the personal and pro-

> DIRECTORS’ INDEPENDENCE

m7 Independent directors

fessional characteristics of the candidates along with the
statements relating to the qualifications of some as inde-
pendent and irrevocable acceptance of the appointment
in the time period provided for under the law.

More in detail, from List no. 1, submitted by the majority
shareholder Coop Alleanza 3.0 soc. Coop., were appoin-
ted the following members: Elio Gasperoni, Claudio Al-
bertini, Rossella Saoncella, Gian Maria Menabo, Luca Don-
di Dall’Orologio, Sergio Lugaresi and Elisabetta Gualandri.
This list was voted by 59.66% of the shares represented
in AGM.

From List no. 2, submitted by the shareholder Unicoop
Tirreno soc. Coop., were appointed the Directors Livia Sal-
vini and Alessia Savino. This list was voted by 16.18% of the
shares represented in AGM.

From List no. 3, submitted by GWM Growth Fund S.A.,
were appointed the Directors Eric Jean Véron and Ti-
mothy Guy Michele Santini. This list was voted by 1719%
of the shares represented in AGM.

List no. 4, voted by 6.73% of the shares represented in
AGM, did not obtain sufficient votes for the appointment
of the candidates indicated therein.

Table 2 attached to this Report shows the members of the
Board of Directors in office during the year, along with
their status as executive or non-executive and/or inde-
pendent members as per the Corporate Governance Code
and the committees formed.

4 Non-independent directors

The personal characteristics and professional experience of the single members of the Board of Directors as at the date

of the present report, are provided below.
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// Elio Gasperoni
Chairman of the Board of Directors

Born in 1953, Mr. Gasperini received a degree in philo-
sophy from the University of Florence’s History of Poli-
tical Doctrine department in 1978. He has several offices
and positions including as part of the public administra-
tion and local institutions. His presence in IGD enhances
and strengthens the dialogue with the local authorities.
He also holds the offices indicated in Table 4.

// Rossella Saoncella
Vice Chairman

Born in 1954, Ms. Saoncella received a degree in Physics
from the University of Bologna in 1977 and in 1978 com-
pleted a masters in Business Administration at IFOA. She
was General Manager of the Granarolo Group through
2011 and, prior to 1993, an executive of the CONAD Group.
Over the past few years, she has held administrative offi-
ces for municipalities in Emilia Romagna and she has been
a Directors at HERA S.p.A.

// Claudio Albertini
CEO since May 2009 (Director since 2006)

Mr. Albertini, born in 1958, is registered in the order of
chartered accountants and accounting experts in Bologna
and in the register of auditors. He has been at the helm
of IGD since May 2009, after having served as a member
of the Company’s Board for three years. For more than
twenty years Mr. Albertini was part of the Gruppo Unipol
where he ultimately acted as General Manager of Unipol
Merchant. He is also a member of the coalition of Assolm-
mobiliare (Confindustria’s real estate association) and the
Advisory Board of EPRA (European Public Real Estate As-
sociation).

// Gian Maria Menabo
Non-executive Director

Born in 1959, he received a diploma from the Carlo D’Ar-
co Technical Institute in Mantova in 1978. He worked for
the PAM group from 1980 al 1992. Subsequently he was
in Coop Consumatori Nordest, from 1992 to 2015, where
was the head of various divisions and ultimately became
Commercial Director, a position which he held from 2003
to 2015. In Coop Alleanza 3.0 Mr. Menabo’ was Director of
Asset Management and Development until 31 May 2019.
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// Eric Jean Véron
Independent director

Eric Jean Veron, a French-Dutch citizen born in 1974, is
a logistics real estate sector entrepreneur. After working
in the banking sector, he joined the American fund Pro-
Logis at the end of the 1990s where he developed diffe-
rent projects in France and ltaly. In 2003 he founded the
company Vailog, leader in the Italian logistics real esta-
te sector. After having developed an area of more than
2,000,000 square meters for logistics in Europe and Chi-
na, Vailog was sold to the British fund SEGRO Plc in 2015.
Eric Véron is still a minority shareholder and Chief Execu-
tive Office of Vailog. He was appointed regional represen-
tative of the French citizens abroad, he speaks 5 different
languages, he has gained experience and lived in different
cities in Europe, America and Asia. He also holds the offi-
ces indicated in Table 4.

// Livia Salvini
Independent director

Born in 1957, Ms. Salvini received a law degree the La Sa-
pienza University in Rome in 1982. Professor of Tax Law
at LUISS - Guido Carli University in Rome and Avvocato
Cassazionista (the highest order of attorneys) as well as
a PhD in Tax Law, Ms. Salvini boasts a twenty year acade-
mic career and has been part of numerous ministerial and
government commissions and studies. She is the author
of two monographs on VAT and the relative procedures,
assessment and application, as well as numerous studies
on tax matters. She also holds the offices listed in Table 4.

// Luca Dondi Dall’Orologio
Independent director

Born in 1972, Mr. Dall'Orologio received a degree in Poli-
tical Science (focus on economic policies) from the Uni-
versity of Bologna in 1997. He is an economist with expe-
rience in the valuation of investment projects relating, in
particular, to the real estate sector and infrastructure. An
expert in socio-economic and regional analysis, asses-
sment of demand and application of applied economics,
he is currently the Chief Executive Officer of Nomisma
S.p.A., where he previously acted as Chief Operating Of-
ficer, Head of “Real Estate Systems and Urban Strategies”
and Head of the unit “Real Estate Analyses and Valua-
tions”, as a result of which he coordinated the activities
relating to assessment, monitoring and measuring of real
estate investment risk. He is also a member of Nomisma
Energia S.r.l’s BoD and the special valuation unit at Jean

Monnet LUM University. He also holds the offices listed in
Table 4.

// Sergio Lugaresi
Independent director

He was born in 1957 in Ravenna. Mr. Lugaresi received a de-
gree in Economics from the University of Modena in 1982
and a PhD in Economics from the University of Bologna in
1987. Consultant, as of January 2018 is Senior Adviser of
Oxera and he has been working with the Italian Banking
Association (Associazione Bancaria ltaliana or ABI) on the
relationship with the European Central Bank in Frankfurt
since July 2013. He became a member of the European
Banking Authority’s Banking Stakeholder Group in April
2016 and became Vice Chairman in February 2019. He
acted as the temporary head of the World Bank in Rome
(2014-2017), Senior Vice President, Head of Regulatory
Affairs, of the UniCredit Group (2007-2013). Prior to this
experience he was Chief Economist at Banca di Roma and
the Capitalia Group (1997-2007). Between 1992 and1995
he worked for the International Monetary Fund and is still
a member of its “expert panel” for which he occasionally
provides technical assistance. He has published a number
of papers and books relating to economic and monetary
policy, industrial economics, management of credit risk
and fiscal policy. He works with the financial daily Sole 24
Ore and the website Lavoce.info.

// Timothy Guy Michele Santini
Independent director

Born in 1966, he is a Modern Languages graduate and a
professional member of The Royal Institution of Charte-
red Surveyors in England. He trained at Jones Lang La-
Salle in London and worked in the European and Retail
Teams, specializing in out-of-town retail. He spent over
twenty years with Eurocommercial Properties where he
was a senior director, responsible for the Italian activities
of the Company. He reported directly to shareholders,
analysts and the Board of Management. He set up the
Italian offices of Eurocommercial and has bought, mana-
ged, refurbished and extended some of Italy’s best-known
shopping centers. Prior to focusing on Italy, he was active
in the asset management of shopping centers in France
and properties in Spain, Belgium and The Netherlands. He
currently advises investors and financial advisors on the
Italian retail market, helps sector companies with deve-
lopment and organizational plans, and closely monitors
retail trends across Europe.

// Elisabetta Gualandri
Independent director

Born in 1955, Ms. Gualandri has a degree in Business Eco-
nomics from the University of Modena and a masters de-
gree in Financial Economics from University College of
North Wales (UK). A lecturer in financial intermediation
at the University of Modena and Reggio Emilia UNIMORE
- Marco Biagi Department of Economics, where she tea-
ches banking and finance for three and five -year degree
and programs, and collaborates with research centers
like CEFIN (banks and finance) and Softech-ICT (Al and
innovation). Statutory auditor at the Bank of Italy from
2007 through 2012, she has been a member of BPER’s
BoD since 2012 and is now a member of the Risk and Con-
trol Committee. Since 2016 she is a member of Abi Servizi
S.p.A’s BoD. She has been on the Board of MAT3D, spinoff
of UNIMORE, as a university representative. She acted as
an advisor for the European Commission’s program Ho-
rizon 2020, Access to Finance Group from 2013 to 2018.
From 2012 to 2019 she was also a member of the CTS of
the incubator Knowbel in Modena. The topics about which
she has written numerous publications, participating also
in national and international seminars, include banking
regulation, the financial crisis, financing innovative SMEs
and startups. She also holds the offices listed in Table 4.

// Alessia Savino
Non-executive director

Born in 1967, she received a degree in Economics and
Banking from Milan’s Universita Cattolica, and subse-
quently completed a master’s program in Management
Development at L. Bocconi’s Business Management Scho-
ol in Milan. She is currently head of Administration, Finan-
ce and Real Estate Development at Unicoop Tirreno, whe-
re she has been working since February 2017. A finance
expert, she has matured experience in both banking and
business management as she has worked for two impor-
tant banking groups and two multinational manufacturing
companies. On the corporate side, she acted as General
Manager and member of the BoD of the Giorgio Armani
Group’s financial company for around 15 years; prior to
this experience she acted as treasurer of the company
Aprilia, today the Piaggio Group. As for banking, she was
part of the corporate division’s financial sector as head of
securities trading for the joint venture of Credito Italiano
and Natwest Bank of London, Banca CreditWest and, sub-
sequently head of the division responsible for covering
interest rate risk management of the banking group Cre-
dito Emiliano in Reggio Emilia. She is also vice chairman




REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE

3.4 BOARD OF DIRECTORS

REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE

3.4 BOARD OF DIRECTORS

and a member of the BoD of Sogefin and is a member of
the BoD and the Executive Committee of Simgest, a stock
brokerage firm. She is a member of the BoD of Factorco-
op S.p.A and of Enercoop Tirreno S.r.l.. She also holds the
offices listed in Table 4.

In compliance with the Corporate Governance Code, the
directors take office only when they believe that they will
be able to dedicate the time needed to carry out their du-
ties diligently, including in light of their roles in any Board
committees, as well as the workload connected to their
professional activities, the number of and time dedicated
to other offices held as director or statutory auditor in
other companies as per the limits on multiple assignmen-
ts described below, ensuring that this condition remains
throughout their term of office.

The Directors, aware of the responsibilities inherent in the
office held, must be constantly updated on the newest le-
gislative and regulatory developments affecting the Com-
pany and its business.

The directors must comply with the Code of Ethics, the In-
ternal Dealing Code and any other provisions with which
the Company regulates the directors’ conduct; the direc-
tors, like the Statutory Auditors, must treat any documen-
ts and information to which they might have access in the
course of their duties with the maximum confidentiality.

> GENDER QUOTAS IN THE BOARD OF DIRECTORS

H4 Female
7 Male
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// Diversity

The Board of Directors is comprised of individuals with
different professional and personal profiles, including
university professors, independent professionals, entre-
preneurs, as well as company executives. The majority of
the directors appointed qualify as independent under the
Corporate Governance Code and TUF.

The composition of the Board of Directors also complies
with the law governing gender equality in effect at the
time the last board was appointed based on which at le-
ast one third of the Board members had to be of the least
represented gender.

Toward this end, it’s worth pointing out that Coop Alle-
anza 3.0 (previously Coop Adriatica) and Unicoop Tirre-
no soc. Coop., voluntarily complied with Law 120/2011 in
advance and included the number of candidates of the
least represented gender called for in said law in the lists
for the new Board of Directors and the Board of Statutory
Auditors since the Shareholders meeting held on 19 april
2012.

On 1 January 2020, Law 160/2019 (the “Budget Law”)
took affect which amended Articles 147-ter, para.l-ter, and
148, para. 1-bis, of TUF, introduced in Law 120/2011.

Based on the Budget Law, the Board of Directors least
represented gender must account for at least two fifths of
the board members and this criterion is applicable for six
consecutive mandates as of the first renewal of the Board
of Directors appointed subsequent to the date on which
the new law took effect.

// Maximum number of appointments allowed in
other companies

In order to regulate the maximum permitted number of
appointments in other companies that a director may
hold, the Company drafted specific regulations referred
to as the “Limits to the maximum number of appointmen-
ts allowed in other companies” which were approved by
the Board of Directors on 13 December 2010, and subse-
quently updated on 26 February 2015 as per the opinion
of the Nominations and Compensation Committee. The
regulations are available to the public on the Company’s
website:

http:/www.gruppoigd.it/en/governance/board-of-direc-

tors/.

Based on the regulations, the term “maximum number”
does not refer solely to the number of offices held, but
also attributes a weight to each type of appointment in
relation to the nature and size of the company, as well as
the position held by IGD’s directors in other companies, in
light of the fact that more time is dedicated to certain po-
sitions than to others. In light of this consideration, IGD’s
Board of Directors held that the weight to be attributed
to the office of Chairman, Executive Director be different,
for example, than that of a non-executive/independent
director or member of the Board of Statutory Auditors
as well as because of the possible membership in one or
more Committees constituted within the Board of Direc-
tors. Lastly, the weight attributed each office was also dif-
ferent based on the type and size of the company and
two sub-categories were established; Group A and Group
B. Group A includes listed companies, financial institu-
tions, banks, insurance companies or other large compa-
nies that meet the requirements listed in the Regulations.
All the companies which are not part of Group A are au-
tomatically considered part of Group B. In light of these
considerations, the Board listed the overall weight of the
offices held in other companies which can be considered
compatible with acting effectively as a director in IGD.

The composition of the Board of Directors at 27 February
2020 was found to be fully compliant with the regulations
governing “Limits to the maximum number of appoint-

ments”.

The principle offices held by directors in companies other

1. Corporate Governance Code: Art. 1.C.3.

than those of the IGD Group can be found in Table 4, at-
tached.

// Induction Programme

During the Board meetings, however, the Company’s ma-
nagement provided the Board of Directors and the Board
of Statutory Auditors with extensive updates relating to
business trends and the retail real estate market.

3.4.3 // Role and functions of the board of direc-
tors (pursuant to Art. 123-bis, par 2, lett. d) TUF)

The Company is administered by a Board of Directors
which meets on a regular basis and which is organized in
such a way as to guarantee that its duties are carried out
efficiently.

The Board of Directors’ primary responsibility is to deter-
mine and pursue the strategic objectives of the Company
and the entire Group, as well as define the nature and level
of risk deemed compatible with the Company’s strategic
objectives, including all the risks deemed material to me-
dium/long-term sustainability.

In order to ensure maximum attendance at the Board me-
etings, they are held on the dates indicated in a finan-
cial calendar which has been disclosed to the market in
accordance with Borsa ltaliana’s instructions. Additional
meetings may be called if deemed necessary in order to
address certain issues; the Board, at any rate, takes the
steps necessary to effectively fulfil its duties.

On 17 December 2019, the Company published the fol-
lowing financial calendar which calls for 4 meetings to be
held in 2020, in detail:

> 27 February 2020: Board of Directors’ meeting to
examine the separate and consolidated financial state-

ments at 31 December 2019;

> 7 May 2020: Board of Directors’ meeting to examine
the Interim Management Statement at 31 March 2020;

> 6 August 2020: Board of Directors’ meeting to exami-
ne the Half-year Financial Report at 30 June 2020;

> 5 November 2020: Board of Directors’ meeting to
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examine the Interim Management Statement at 30 Sep-
tember 2020.

If the company deems it opportune it may convene, in
accordance with the bylaws, other board of director me-
etings in 2020.

Pursuant to Art. 17.3 of the bylaws, the chairman calls
and presides over meetings of the Board of Directors;
conducts, coordinates and moderates the discussion and
related activities; and announces the results of votes. He
must ensure that the Board of Directors constantly pur-
sues its primary responsibility, namely achieving the stra-
tegic goals of the Company and the entire Group.

Without prejudice to the call prerogatives guaranteed by
law, meetings of the Board of Directors are called by the
chairman, or the chairman’s deputy, whenever this person
sees fit or at the request of a majority of the directors. Art.
18 of the bylaws also provides for Board of Directors’ mee-
tings to be called by the Board of Statutory Auditors. Me-
etings are normally called by e-mail fax, or other means
as long as this ensures proof of receipt at the domicile of
each member of the Board of Directors at least five days
in advance of the meeting. In urgent cases, meetings may
be called two days in advance. Typically, the meetings are
called via e-mail.

The power to call the Board of Directors’ meetings gran-
ted to the Board of Statutory Auditors or by any member
thereof complies with Art. 151, second paragraph of TUF.
The Board of Directors meets at the place specified in the
notice of meeting, which may be the registered office or
anywhere else in Italy.

The Chairman of the Board of Directors works to ensu-
re that the directors and statutory auditors receive the
documentation relating to the items on the Agenda in a
timely manner and prior to the date on which the meeting
is to be held2,

The documentation relative to the Board meeting agen-
das was regularly made available to each director on the
Company’s website; directors may access it on an exclu-
sive basis using a password created by a personalized
token. The publication of the documentation is preceded
by a notice sent by e-mail from a specific function identi-
fied inside the Company. During 2019 the adequate notice

2. Corporate Governance Code: Art 1.C.5.
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period on average was equal to 2 (two) days.

During the meetings, the Chairman of the Board of Direc-
tors assured an extensive discussion of the items on the
agenda allowing a constructive debate, also thanks to the
regular participation of the Company’s top management.

Board meetings are presided over by the chairman or, if
the chairman is unavailable, by the vice chairman (if ap-
pointed) or, if the vice chairman is unavailable, by the
most senior director in terms of age.

For each meeting the Board of Directors, at the chair-
man’s proposal, elects a secretary who may or may not be
a member and who will sign the minutes of the meeting.

The bylaws require the presence of at least one member of
the Board of Statutory Auditors at all sessions of the Bo-
ard of Directors, to ensure that the auditors are informed
of the Company’s activities and of the transactions ha-
ving a significant impact on profitability, assets, liabilities,
and financial position carried out by the Company or its
subsidiaries, in particular those transactions in which they
have an interest on their own or third parties’ account;
that are influenced by the party in charge of management
and coordination; or that have been the subject of resolu-
tions, debate or announcement during the course of the
session. If no statutory auditor is present at a meeting of
the Board of Directors, or if the procedures adopted in
accordance with the preceding section do not guarantee
that the auditors are informed on at least a quarterly ba-
sis, then according to the bylaws the chairman and/or the
chief executive officer must report in writing on his or her
activities to the chairman of the Board of Statutory Audi-
tors within three months. This report must be mentioned
in the minutes of the first subsequent meeting of the Bo-
ard of Statutory Auditors.

Typically, the Issuer’s managers attend the Board of Di-
rectors’ meetings in order to provide additional informa-
tion regarding the items on the Agenda. The Chairman
of the Board of Directors, including if requested by one
or more directors, may request that the Chief Executive
Officer invite executives of the Company or Group com-
panies to attend the Board meetings to provide in depth
information about the items on the Agenda.

During the year, the Board of Directors held 10 meetings,

on 26 February (in ordinary and extraordinary session),
10 April, 7 May, 25 June, 2 August, 11 October, 7 Novem-
ber, 11 November and 17 December duly attended by the
directors and by at least one member of the Board of Sta-
tutory Auditors. The absentee rate was quite low and all
absences were excused. Each meeting lasted an average
of around 1 hour and 45 minutes. Some meetings of the
Board of Directors were attended by Company executives
and/or external parties, so they could provide specialized
input on the topics up for debate.

In accordance with the criteria set forth in Art. 1. C.1 of the
Corporate Governance Code, the Board of Directors:

a) Examines and approves the strategic, business and fi-
nancial plans of the company, the company’s corporate
governance system, as well as that of the strategically im-
portant subsidiaries, periodically monitoring implemen-
tation; defines the Company’s corporate governance sy-
stem and Group structure;

b) Defines the nature and level of risk deemed compatible
with the Company’s strategic objectives? including all the
risks deemed material to the long-term sustainability of
the Company’s business;

¢) Judges the adequacy of the organizational, admini-
strative, and accounting structure of the Company and
its strategic subsidiaries with particular reference to the
internal control system and the risk management;

d) In order to encourage the involvement and coopera-
tion of the directors, institutes the board committees and
commissions deemed necessary for the proper functio-
ning of the Company, while also defining its active duties
and consulting functions;

e) Establishes the frequency with which the delegated bo-
dies must report to the Board of Directors on the progress
made during the year relating to their assignments and
the most significant operations carried out in the period,
which will, at any rate, not be more than once a quarter;

f) Evaluates general business performance, taking account
of the information received from the delegated bodies,

and periodically comparing actual results with forecasts;

g) Resolves on the operations carried out by the Com-

3. Corporate Governance Code Art. 1.C.1 lett b).

pany and its subsidiaries where such transactions are
strategically, economically or financially significant for the
Company; toward this end, determines the general crite-
ria to be used to define relevant transactions and ensures
that the strategically significant subsidiaries submit any
transactions that could have a significant impact on the
Company to the Board of Directors for approval;

h) Evaluates, at least once a year, the size, composition
and proper functioning of the Board of Directors and its
committees, also taking into account professional quali-
fications, experience, including as a manager, along with
the nature of its members and their seniority, as well as di-
versity. If the Board avails itself of consultants to comple-
te self-assessments, the report on corporate governance
provides information about the identity of the consultants
and any other services that might have been rendered to
the company or a subsidiary;

i) In light of the results of the assessment referred to in
letter h) above, prior to the appointment of the new Board
of Directors provides shareholders with opinions about
the type of professional that should be part of the Board,
also taking into account the policies relating to diversity
found in the Corporate Governance Code;

I) Provides information in the report on corporate gover-
nance: (i) on the composition of the Board, indicating the
qualifications (executive, non-executive, independent),
offices held within the Board (for example, Chairman or
Chief Executive Officer), the main professional characteri-
stics, as well as how long the office has been held; (ii) on
how the duties assigned are fulfilled and, more specifical-
ly on the number and the average duration of the Board
meetings held during the year and the attendance record
of each Board member; (iii) on the ways the assessment
in letter h) above was carried out (iv) on the timeliness
and completeness of the information provided before the
Board, providing indications if the information was provi-
ded in a timely enough manner - and, at any rate, in ac-
cordance with the Company’s bylaws; (v) about the goals,
methods used and results obtained in terms of diversity
based on the recommendations found in the Corporate
Governance Code;

m) after the appointment of an independent director

and, subsequently when circumstances materialize which
could impact the latter’s independent status and, at any
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rate once a year, evaluates - based on the information re-
ceived form the interested party or, at any rate, available
to the Company - the independent status of its non-exe-
cutive members?: this independence is evaluated on the
basis of the criteria indicated in the Corporate Governan-
ce Code and any other facts which could impact each in-
stance; the Board of Directors will advise the market as
to the results of its evaluations (upon appointment, in a
press release and, subsequently, in the Corporate Gover-
nance Report). In these documents the Board of Direc-
tors: (i) indicates if parameters other than those indicated
in the Corporate Governance Code were used, including
with regard to a single director; and (ii) describes the
quantitative and/or qualitative criteria used to assess the
significance of the relationships being evaluated5;

n) Each year, based on the information received from
the Directors, records notes in the Report on Corporate
Governance, the assignments held by Directors in other
companies as directors or statutory auditors in financial,
banking, insurance or large companies, listed on regula-
ted markets (in Italy or abroad);

0) expresses an opinion with regard to the criteria to be
used to determine the maximum permitted number of
directorships or statutory auditorships in other compa-
nies deemed to be compatible with holding the office of
Company director, taking into account the position held
in any Board committees. Toward this end, on the basis
of a specific procedure®, looks at the workload connected
with each directorship (executive director, non-executive
or independent), including in relation to the type and size
of the company in which the offices are held, as well as
whether the latter are part of the Group?;

p) Determines, based on the opinion of the Nominations
and Remuneration Committee, who is to be appointed
to act as a Company executive, as well as a member of
the Board of Directors, Board of Statutory Auditors, Chief
Executive Officers and General Manager of the strategi-
cally relevant subsidiaries; based on the opinion of the

4. Corporate Governance Code Art. 3.P2
5. Corporate Governance Code Art.3.C 4.

Nominations and Remuneration Committee, determines
compensation;

q) Promotes initiatives designed to facilitate active and
informed shareholder participation, as well as the exercise
of shareholder rights, guaranteeing that they are provided
with timely and complete information;

r) Ensures that the Decree 231/2001 Organizational, Ma-
nagement and Control Model is updated and complied
with, while completing a risk map of the potential criminal
violations with the support of the Supervisory Board,;

r-bis) Approves the Anti-Corruption Policy, ensures that
the company’s strategy to prevent bribery and corruption
complies the Policy, ensuring that the anti-corruption sy-
stem is implemented and periodically examining the infor-
mation about the content and functioning of the anti-cor-
ruption system;

s) Appoints, subject to the opinion of the Board of Statu-
tory Auditors, a Financial Reporting Officer in accordance
with Law 262/2005;

t) May call upon an independent Director to act as lead in-
dependent director, a point of reference and coordinator
for all positions and activities of the non-executive, and in
particular, independent directorss;

u) In the event the shareholders, in light of organizatio-
nal needs, authorize that an exception be made to the
non-compete clauses referred to in Art. 2390 of the Ita-
lian Civil Code, evaluates on the merits of each situation
and reports its findings to the first Shareholders’ Meeting.
Toward this end, upon appointment each Director will in-
form the Board of any activities carried out which compe-
te with those of the Issuer and any relevant changes;

V) In order to ensure the correct handling of corporate
information, updates, based on the proposal of the Chief
Executive Officer of the Chairman of the Board of Direc-

6. Toward this end the Company has established limits for multiple assignments approved by the Board of Directors on

13 December 20]0.
7. Corporate Governance Code Art. 1.C.3.
8. Corporate Governance Code Art. 2.C.4.

9. Corporate Governance Code Art. 1.C.1 lett j)) The Company adopted regulations for the management, handling and
disclosure of priviledged and price sensitive information and a Registry of Insiders, approved by the Board of Directors
on 8 November 2016 and subsquently updated on 3 August 2018
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tors, the Procedures for the management, handling and
disclosure of confidential information and documents,
with regard particularly to price sensitive information ?;

z) Evaluates whether a succession plan for the executive
directors should be adopted or not, subject to the opinion
of the Nominations and Remuneration Committee'©.

As part of the Company’s internal control and risk mana-
gement, the Board of Directors, subject to the opinion of
the Control and Risk Committee:

> Defines the guidelines for the internal control and risk
management system so that the principal risks that the
Company and its subsidiaries face are correctly identified,
as well adequately assessed, managed and monitored,
while also determining the extent to which the risks are
compatible with the strategic goals identified;

> Selects one or more directors from the committee to
institute and maintain an effective internal control and
risk management system, as well as a Control and Risk
Committee which complies with the Corporate Gover-
nance Code, in order to support the Board of Directors’
assessments and decisions relative to the internal control
and risk management system, as well as approved the pe-
riodic financial reports;

> Evaluates, at least once a year, the adequacy and effi-
cacy of the internal control and risk management system
with respect to the business and the inherent risk profile;

> Approves, at least once a year, the work plan prepared
by the Head of Internal Audit, after having consulted with
the Board of Statutory Auditors and the Director in char-
ge of the Internal Control and Risk Management System;

> Describes the main features of the internal control and
risk management system in the report on corporate go-
vernance, along with the methods used to coordinate the
different parties involved, and expresses an opinion as to
its adequacy;

> Evaluates, after having consulted with the Board of Sta-
tutory Auditors, the opinion issued by the external audi-
tors upon completion of the financial audit;

10. Corporate Governance Code Art. 5.C.2.
11. Art. 1 of the Corporate Governance Code.

> Appoints and replaces, based on the proposal of the
Director in charge of the Internal Control and Risk Mana-
gement System, as well as after having consulted with the
Board of Statutory Auditors, the Head of Internal Audit.
The functions of the Board of Directors, as described abo-
ve, comply with the applicable recommendations found in
the Corporate Governance Code.

Pursuant to the Corporate Governance Code, during the
meeting held on 27 February 2020jnj the Board of Direc-
tors used the reports provided by the Director in charge
of Internal Control System, the Control and Risk Commit-
tee (formerly Internal Control Committee), the Supervi-
sory Board, and the Internal Audit, as well as the Report
prepared by the Financial Reporting Officer regarding the
preparation of the accounting ledgers, to evaluate the
adequacy of the Company’s and its subsidiaries organiza-
tional, administrative and general accounting structures,
particularly with regard to the internal control system and
the management of any conflicts of interest™.

In this regard, it should be noted that all the subsidiaries
are considered strategic (see section 2.1 of the Report on
Operations at 31 December 2019) as the Group’s busines-
ses are run by the subsidiaries.

The Board of Directors, in accordance with the bylaws
and the current norms and regulations and based on the
information provided by the Chief Executive Officer and
the Board of Statutory Auditors, evaluated the company’s
performance, its outlook and the transactions most rele-
vant in terms of size or characteristics carried out by the
Company or its subsidiaries at least quarterly.

In 2019, the Board of Directors, also met specifically to: (i)
examine and grant advance approval of any transactions
undertaken by the Company and its subsidiaries of signifi-
cant strategic, economic, capital or financial transactions.
The significant strategic, economic, capital or financial
transactions are those falling within the category of ope-
rations empowered to the Board under the bylaws, with
particular attention for those in which one or more direc-
tors held an interest directly or on behalf of third parties;
(ii) assess and express an opinion (in this instance positi-
ve) about the size, composition and proper functioning of
the Board of Directors and its committees.
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In accordance with the Corporate Governance Code and
in light of the recommendations of the Corporate Gover-
nance Committee contained in the 2019 report, in 2019
IGD’s Board of Directors continued with the Board Review
process, begun in 2007, and assessed the size, composi-
tion and functioning of the Board and the Board commit-
tees.

For the year ended on 31 December 2019, IGD hired the
consulting company Egon Zehnder to help with this sel-
f-assessment process.

Please note that the consulting company Egon Zehnder
also assists IGD with the planning of the Succession Plan
for the Chief Executive Officer and other key positions in
the Company.

The evaluation process was carried out on the basis of:

> Interviews of the Chairman, Chief Executive Officer and
Chairman of each conducted in February 2020 based on
the specific questionnaires, filled out by all the directors,
prepared using methods deemed adequate for a Board in
the second year of its term;

> Analysis of the comments and observations received
and the preparation of a summary report which was pre-
sented to the Board. When the replies were positive, but
did not add any particular value, the topic was not ad-
dressed in the report;

> Discussions of the Board on the main results and sugge-
stions for possible improvements during the coming years

of the Board’s mandate.

The Board Review results were presented during the Bo-
ard of Directors’ meeting held on 27 February 2020.

The discussions with each director, based on the que-
stionnaire, focused on the following topics:

1. Qualitative/quantitative profile of the Board of Direc-
tors

2. Organization and functioning of the Board of Directors
3. Organization and functioning of the Board Committees

4. Role of the Chairman and relationships with the Direc-
tors and Management
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5. Involvement of the Board in the strategies and risk ma-
nagement

6. Structure, succession plans and compensation policies
7. Synthesis and Benchmarking

For each area we discussed the strong points and areas in
need of improvement.

Based on the comments gathered and the subsequent
analysis, we find that during the second year of its manda-
te IGD’s Board complied with the Corporate Governance
Code and the recent recommendations of the Corporate
Governance Committee in the 2019 Corporate Governan-
ce Report.

Appreciation was expressed (and deemed areas of excel-
lence) for the adequate size and composition, the valid
combination of expertise, varied and well structured,
along with the diverse composition which was reinforced
following the arrival, on the occasion of the 2019 renewal,
of competent and credible international who are also
experts on ltaly and contributed further knowledge of the
real estate business to the Board. Appreciation was also
expressed for the Board’s positive and open environment,
the presence and attendance of the directors, the direct,
open, detailed discussions between the independent and
non-independent members, as well as the contribution of
the independent directors. The Directors, lastly, apprecia-
te the organization and functioning of the Committees,
the contribution of the Board to strategy, risk manage-
ment and renew the commitment to and satisfaction with
the work done.

The results of the board review and Egon Zehnder’s as-
sessment are positive with respect to the size, composi-
tion and functioning of the Board of Directors.

The Directors also identified a few areas that the Board
could reflect on/work on in the future:

> Appreciation was expressed for the Succession Plan
drafted for the key resources, detailed and well structu-
red, including with a view to motivation and retention,
and rapid completion with timely updates is encouraged,;

> The importance of medium/long-term strategies was
confirmed with respect, specifically, to alternative scena-
rios for the long-term role of the majority shareholder in
order to define an increasingly clear strategic direction

and create greater value for shareholders;

> Further improvement in the distribution of the infor-
mation provided prior to the board meetings in order to
ensure an even more efficient flow of information and fur-
ther enhance the value of the content was requested.

Please note that at the date of this Report, the Company’s
shareholders had not authorized general or preventive
exceptions to the non-compete clauses provided for in
Art. 2390 of the Italian Civil Code'2.

3.4.4 // Executive Directors
// Chief Executive Officer

The bylaws' state that the Board of Directors may de-
legate its powers, within the confines of Art. 2381 of the
Italian Civil Code and determining the limits of such au-
thority, to an executive committee comprised of some of
its members and/or one or more members given the title
of chief executive officer or executive directors.

During the meeting held on 6 June 2018, following the
Annual General Meeting during which the Board was re-
newed, Claudio Albertini was confirmed Chief Executive
Officer and granted the following powers:

> To develop and propose - as agreed with the Chairman
- the policies and programs related to the company’s real
estate investments in accordance with the development
plans approved by the Board of Directors;

> To develop and propose the strategies and financial
policies of the Company and the group in relation to the
growth, profitability and risk objectives determined by
the Board of Directors, with responsibility for their imple-
mentation; to ensure that objectives are pursued in accor-
dance with the guidelines set by the Board of Directors;

> To optimize the instruments and procedures of finan-
cial management and manage relations with the financial
system;

> To develop and propose strategies for organizational
development and policies for hiring, managing and trai-
ning human resources;

12. Art. 1.C.4 of the Corporate Governance Code.
13. Art. 23 of the bylaws

> To recommend group accounting standards and opera-
ting principles to the Board of Directors and ensure that
the financial statements (separate, administrative and
consolidated) are properly formulated; to ensure com-
pliance with group directives and with administrative, le-
gal, and tax regulations and laws;

> To coordinate the drafting of the business plans, annual
budget and the relative reporting;

> To monitor and coordinate any related activities: ge-
neral services, any legal problems and fiscal implications;

> To assume responsibility for the prompt and correct im-
plementation of work on property carried out directly by
the Company, in compliance with the plans, budgets, and
timeframes approved by the Board of Directors;

> To assume responsibility for operational supervision of
the progress of turn-key contracts acquired from third
parties;

> To assume responsibility for the proper maintenance of
real estate assets according to rental contracts between
the Company and third parties and the budgets approved
by the Board of Directors and in compliance with current
laws;

> To assume responsibility for preparing the annual plan
of work and the respective budget forecasts, with regard
to both new construction and maintenance, subject to the
approval of the Board of Directors;

> To interface, as agreed upon with the Chairman, with
the shareholder cooperatives, regarding any integration
of the respective investment plans.

> To define, together with the Chairman, the optimal size
of the administrative bodies and select the Directors and
Statutory Auditors, as well as the Chairman, Vice Chair-
man and/or Chief Executive Officer of subsidiaries and
affiliates so that the Chairman may submit them to the
Nominations and Remuneration Committee;

> To oversee the appointment of the main managerial po-
sitions within the Group;
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> To define, together with the Chairman, the proposals
for the compensation of the Company’s and Group’s top
management to be submitted to the Nominations and Re-
muneration Committee;

> To ensure that the Company’s organizational, admini-
strative and accounting functions are adequate in light of
the size of the business.

Pursuant to the Corporate Governance Code, the Com-
pany’s Chief Executive Officer is primarily responsible for
the business operations. In this regard, please note that
the Chief Executive Officer does not act as a director for
another Issuer that is not part of the same Group of which
a director of the Company is Chief Executive Officer (in-
terlocking directorate).

// Chairman and Vice Chairman of the Board of Di-
rectors

In compliance with the bylaws™ the Board of Directors
appoints from among its members a Chairman, if the
shareholders have not done so, and a Vice-Chairman. If
the Chairman is absent, the chairmanship is assumed by
the Vice-Chairman and if the Vice-Chairman is absent the
chairmanship is assumed by the Chief Executive Officer.

The chairman of the Board of Directors has signing au-
thority for the Company and shall represent it as its Legal
Representative before any legal or administrative autho-
rity and vis-a-vis third parties; if the chairman is absent
or unavailable, this authority is held by the Vice Chairman
(if appointed), or by the most senior director in terms of
age if the vice chairman is also absent or unavailable. Un-
less otherwise resolved, legal representation is also held
by each Executive Director appointed in accordance with
the bylaws.

During the meeting held on 6 June 2018, the Board of
Directors appointed Elio Gasperoni, as Chairman of the
Board granting him the following duties:

> To develop and propose - as agreed with the Chief Exe-
cutive Officer and as per his proposal - the policies and
programs related to the company’s real estate investmen-
ts in accordance with the development plans approved by
the Board of Directors;

14. Art. 17 of the bylaws
15. Art. 24.1 of the bylaws
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> To interface with the shareholder cooperatives regar-
ding any update of the respective investment plans in the
Shopping Centers segment;

> To act as the director in charge of Internal Control and
Risk Management; in this role, working with, to the ex-
tent necessary, the Chief Executive Officer, he: (i) works
to identify the main business risks of the Company and its
subsidiaries and submits them periodically to the Board of
Directors for examination; (ii) executes the guidelines de-
fined by the Board of Directors, monitoring the planning,
implementation and management of the internal control
and risk management system, while constantly verifying
the overall adequacy, efficacy and efficiency; (iii) repor-
ts periodically to the Board of Directors, as requested by
the Board, on the status of risk identification, the overall
management of the control system, its functioning and
implementation of proposed measures; (iv) adapts this
system to any change in operating conditions, the law or
regulations; (v) may ask internal audit to carry out verifi-
cations relating to specific operations and the compliance
with rules and internal procedures, informing the Chair-
men of the Control and Risk Committee and the Board of
Statutory Auditors of the results; (vi) inform the Board of
any problems encountered while carrying out the activi-
ties referred to so that the Board of Directors may adopt
the necessary measures; (vii) submits proposals to the
Board of Directors as to who to appoint Head of Internal
Audit, any terminations, and compensation and provides
the Board of Directors with proposals as to how to ensure
that the Head of Internal Audit has access to the resour-
ces needed to fulfill his duties.

The purpose of attributing the role of Director in Charge
of Control and Risk Management to the Chairman, who
following this assignment is considered as executive di-
rector, is to separate the management of control functions
from operations, consistent with what was done last term.
During the meeting held on 17 December 2019, the Bo-
ard of Directors approved the Anti-corruption Policy and
requested that the Director in Charge of the Control and
Risk Management System, also supervise the implementa-
tion and compliance of the anti-corruption management
system in accordance with ISO 37001 regulations.

The Vice Chairman of the Board of Directors is Rossel-
la Saoncella who was appointed by the Board during the

meeting held on 6 June 2018 and granted her the powers
assigned to the Chairman to be exercised if the latter is
absent or unavailable.

// Executive Committee (pursuant to Art. 123-bis,
para. 2, lett. d), TUF)

The Company did not appoint an Executive Committee.
// Reporting to the Board of Directors

In accordance with Article 23.2 of the bylaws and Art. 150
of TUF, the Board of Directors and the Board of Statutory
Auditors must be informed at least once a quarter, when
the Board meetings are held, on general performance,
the business outlook, and the transactions most relevant
in terms of size or characteristics carried out by the Com-
pany or its subsidiaries. The reports will be provided at
the time of the Board’s approval of the periodic financial
reports (Financial Statement, Half-year Financial Report,
and Interim Management Statements). Each director may
request that the deputized parties provide the Board with
information regarding the Company’s management. For
the purposes of fostering organized reporting, the Com-
pany has adopted a set of specific Guidelines which defi-
ne the rules to be followed for complying with the repor-
ting obligations. The main purpose of these guidelines is
to provide corporate governance tools that are concrete
examples of the recommendations found in the Corpora-
te Governance Code. The guidelines, in particular, ensure
the transparency of the Company’s management, make it
possible for each director to be involved in the manage-
ment in a more knowledgeable way thanks to the efficient
flow of information between the deputized parties and
the Board as per the Corporate Governance Code which
stress the centrality of the Board’s role while also seeking
to reinforce the internal control functions.

The guidelines also contain information about the super-

visory activities of the Board of Statutory Auditors pur-
suant to Art. 149 (TUF).

(16). Corporate Governance Code: Art. 2.C.1.

3.4.5 // Other Executive Directors(¢)

The Board of Directors appointed the Chief Executive Of-
ficer Claudio Albertini an Executive Director. During the
meeting held on 6 June 2018 the Board of Directors ap-
pointed Mr. Elio Gasperoni Chairman and confirmed his
assignment as the Director in Charge of the Internal Con-
trol and Risk Management System. The Chairman, there-
fore, is now considered an Executive Director in light of
the powers granted as a result of this assignment alone as
per the Corporate Governance Code (7).

3.4.6 // Independent Directors

The Company’s Board of Directors evaluated compliance
with the requirements for independent, non-executive di-
rectors provided for in the Corporate Governance Code
and TUF upon appointment and subsequently on an an-
nual basis. The outcome of this evaluation was disclosed
to the market.

After having examined the information provided and sta-
tements made by the directors, during the meeting held
on 27 February 2020 the Board of Directors confirmed
that Luca Dondi Dall'Orologia, Elisabetta Gualandri, Ser-
gio Lugaresi, Livia Salvini, Rossella Saoncella, Timothy
Guy Michele Santini and Eric Jean Véron qualify as inde-
pendent®™. During the meeting on 27 February 2020 the
independent directors stated that they still qualified as
such pursuant to and in accordance with TUF, Consob
Market Regulations and the Corporate Governance Code.

In accordance with the Corporate Governance Code, on
25 February 2020 the Board of Statutory Auditors ve-
rified that the criteria and procedures for assessing the
independenceof its directors were correctly applied by
the Board.

As the current Board of Directors is comprised of 11 mem-
bers, the independent directors represent 64% (7 out of
1) of the total number of directors and 82% (9 out of 11) of
the total number of non-executive directors.

(17). More specifically, the comment to Art. 7 of the Corporate Governance Code provides that “[1]’'the Chief Executive
Officer may act as the Director in Charge of the Internal Control and Risk Management System as may, alternatively,
an executive director or a director with no other powers deemed particularly suitable for the role who will become an

executive director as a result of the assignment”,
18. Corporate Governance Code Art. 3.C.4.
19. Corporate Governance Code Art. 3.C.5.
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The independent directors met on 27 February 2020 to
discuss the topics of greatest interest with respect to the
functioning of the Board of Directors and the company’s
operation.
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3.4.7 // Lead Indipendent Director

In light of the separation of the offices of Chairman and
Chief Executive Officer and the fact that the office of
Chairman is not held by a person that controls the Com-
pany, the independent directors deemed it unnecessary
to appoint a Lead Independent Director.

3.5 // Treatment of corporate information

// Procedure for the management of relevant and
price sensitive information

In accordance with Corporate Governance Code recom-
mendations, particularly with regard to price sensitive in-
formation pursuant to Art. 114, para. 1 TUF, in December
2006, the Company adopted an internal procedure for
the secure, confidential management and disclosure of
price sensitive information and documents. Furthermore,
in accordance with Art. 115-bis TUF, the Company establi-
shed a registry of the persons who have access to price
sensitive information already in June 2006.

After the EU Regulation 596/2014 (“MAR”) took effect
the Company adopted a Procedure for the Management,
Handling and Public Disclosure of Confidential and Price
Sensitive Information and the Registry of Insiders.

On 3 August 2018, the Company updated this procedu-
re (the “Procedure for the Management of Relevant and
Price Sensitive Information of IGD SIIQ S.p.A.” or the
“Procedure”) in order to comply with the guidelines for
the management of price sensitive information adopted
by Consob in October 2017.

All directors, statutory auditors, executives and employees
of the Company and/or its subsidiaries, as well as others
who act in the name of or on behalf of the Company and/
or its subsidiaries, who have access to the Company’s
confidential or price sensitive information in the course of
their duties, are bound by the Procedure.

The Chief Executive Officer will determine whether or
not information is privileged and/or price sensitive and,
toward this end, may avail himself of company structures
as needed, of the Corporate and Legal Affairs Division, as
well as Investor Relations. When deemed opportune or
necessary the Chief Executive Officer may request that
this assessment be made by the Board of Directors.

If the Chief Executive Officer, with the support of the re-
lative internal divisions, finds that information is relevant,
he will add a new section to the Relevant Information List
which will list the parties who have access to this informa-
tion. The Chief Executive Officer, with the support of the
relative internal divisions, will monitor any changes in the
relevant information in order to understand whether or
when this information may become price sensitive.

The Company discloses price sensitive information to the
public as quickly as possible in a way which guarante-
es quick, equal, simultaneous access to the information
throughout the European Union, as well as a complete,
accurate and timely analysis of the information, by issuing
a press release.

The Company may delay, under its own responsibility, pu-
blic disclosure of the price sensitive information as long
as the conditions called for in MAR are satisfied. The de-
cision to delay disclosure is made by the Chief Executive
Officer who works to guarantee that the price sensitive
information is treated with the maximum confidentiality
and that all necessary information is included in the Regi-
stry of Insiders, along with the timely registration of the
individuals who have access to price sensitive information
(the “Insider List”), maintained by the Company in accor-
dance with the law.

The Insider List is divided into two distinct sections: one
defined “occasional” which includes parties identified on
a case by case basis who may have access to specific in-
formation; one defined “permanent” which includes those
parties who always have access to price sensitive infor-
mation.

// Internal dealing

In accordance with Art. 114, paragraph 7 of TUF and with
the implementation provisions found in Arts. 152-sexies et
seq. of the “Consob Issuer Regulations”, effective as of
January 2007 the Board of Directors adopted a procedu-
re governing mandatory notification and conduct on the
subject of transactions carried out by relevant persons
and parties closely related to such persons on the Com-
pany’s shares or on related financial instruments (“Inter-
nal Dealing Procedure”).

The Internal Dealing Procedure has been updated in 2016
and lastly in 2018, in order to comply with the new rules
introduced by MAR and the amendments to Consob Is-
suer Regulations.

The Internal Dealing Procedure is available at http:/www.
gruppoigd.it/en/governance/internal-dealing/.
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3.6 // Board Committees (pursuant to Art. 123-bis, par. 2, lett. d), TUF)

The Board of Directors, in compliance with Code recom-
mendations, formed the Chairman’s Committee, the Con-
trol and Risk Committee, the Nominations and Compen-
sation Committee and the Committee for Related Party
Transactions.

As the Company is subject to the management and co-
ordination of Coop Alleanza 3.0 soc. Coop., pursuant to
Art. 2497 of the Italian Civil Code, it is subject to Art. 16,
paragraph 4 of the Consob Market Regulations, based on
which the committees formed pursuant to the Corporate
Governance Code must comprise only independent direc-
tors as defined in these provisions.
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The members of the previously mentioned committees
were recently elected when the Board of Directors was
renewed during the AGM of 1 June 2018.

For more information on the Committee for Related Party
Transactions please refer to paragraph 12 “Directors’ inte-
rests and related party transactions” of this report.

3.7 // Nominations and compensation committee

In 2012 pursuant to the Corporate Governance Code2°,
the Board of Directors resolved to combine the Remune-
ration Committee and the Nominations Committee, and
the functions attributed to them, in a single committee for
organizational purposes.

The establishment of a single committee named “Com-
pensation and the Nominations Committee” has been de-
cided for organizational purposes within the Board as well

as because of the strong correlation between the compe-
tencies of the former Company’s Compensation Commit-
tee and those of the Nominations Committee pursuant to
the Corporate Governance Code. The Company verified
also that the members of the Compensation Committee
possess the same requirements relative to independen-
ce, professionalism and experience as the members of the
Nominations Committee.

> COMPOSITION AND FUNCTIONS OF THE NOMINATIONS AND COMPENSATION COMMITTEE

(PURSUANT TO ART. 123-BIS, PARA. 2, LETTER D), TUF)

Nominations and Compensations Committee

Rossella Saoncella
Livia Salvini

Timothy Guy Michele Santini

The current Nominations and Remuneration Committee in
office was appointed by the Board of Directors on 6 June
2018, following the renewal of the Board by the AGM of 1
June 2018. The Board of Directors, after having seen the
curricula of the Nominations and Compensation Commit-
tee members verified that all directors possess at least
one of the requirements, in terms of knowledge and expe-
rience in finance and with remuneration policies.

The meetings of the Nominations and Compensation
Committee may be attended by the Chairman of the Bo-
ard of Directors, the Vice Chairman and the Chief Execu-
tive Officer.

No director may attend a meeting of the Nominations and
Compensation Committee during which his/her compen-
sation is being discussed.

In 2019 the Committee met 5 (five) times, on 14 February,
18 February, 26 February, 28 March and 2 May. Director
Livia Salvini attended 80% of the meetings and the remai-

Chairman (Independent)
(Independent)

(Independent)

ning members attended 100% of the meetings. The Chair-
man of the Board of Statutory Auditors attended 3 (three)
out of 5 (five) of the meetings.

Each meeting in 2019 lasted approximately 45 minutes
and proper minutes were taken during each meeting.

// Functions of the Nominations and Compensa-
tion Committee

The Nominations and Compensation Committee: (i) sub-
mits proposals regarding the optimal composition of the
Board of Directors, Company management and selection
of directors, statutory auditors and management for sub-
sidiaries held to be of strategic importance in order to
guarantee an adequate level of separation between di-
rectors and management; (ii) provides advice and recom-
mendations relating to remuneration in order to ensure
that the compensation of the Company’s directors, the
Managers with Strategic Responsibilities and directors of
subsidiaries are determined in such a way as to retain and

20. More specifically, the comment to art. 4 of the Corporate Governance Code provides that “the Board may combine
or distribute the functions assigned to the Board committees included in the Code as deemed more opportune, in
compliance with the rules applicable to each committee. For example, one Nominations and Compensation Committee
which complies with the requisites for both committees may be formed”.
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motivate the individuals with the professional characteri-
stics needed to successfully manage the Company and its
subsidiaries.

The Committee also proposes candidates to the Board in
the event it’s necessary to substitute the independent di-
rectors.

The Nominations and Compensation Committee may also
be called upon to provide the Board of Directors with an
opinion about the periodic self-assessment, the optimal
size and composition of the Board and to express opi-
nions regarding the characteristics of the professionals
that could improve the functioning of the Board, as well
as the maximum number of assignments as director and
statutory auditor in other companies, as well as any al-
lowable exceptions to the non-compete clauses.

The Nominations and Compensation Committee will pe-

riodically assess the adequacy, the coherence and the im-
plementation of the compensation policy availing itself,
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with regard to the Managers with Strategic Responsibi-
lities, of the information provided by the Chief Executive
Officer.

The Committee may also be called upon to express an
opinion about the type of administrative body to be for-
med (single party or board), the number of members and
the candidates to be presented for director, statutory au-
ditor, chairman, vice chairman and general manager (and/
or chief executive officer) of the subsidiaries or affiliates.

The Company will provide the Nominations and Compen-
sation Committee with the financial resources needed to
fulfil its duties.

Detailed information about the functions of the “Nomina-
tions and Compensation Committee” can be found in the
Remuneration Report, published pursuant to Art. 123-ter
of TUF, available on the website http://www.gruppoigd.it
en/governance/remuneration/.

3.8 // Directors’ Remuneration

This information can be found in the report on remune-
ration and compensation paid, to which you are invited
to refer, published in accordance with art. 123-ter of TUF,
available on the Company’s website http:/www.gruppoi-

gd.it/en/governance/remuneration/.

3.9 // Chairman’s Committee

Following renewal of the board, during the meeting held
on 6 June 2018 the Board of Directors deemed that, in
light of the ownership structure and the Company’s go-
vernance, it was no longer necessary to institute a Chair-
man’s Committee.



http://www.gruppoigd.it/en/governance/remuneration/
http://www.gruppoigd.it/en/governance/remuneration/
http://www.gruppoigd.it/en/governance/remuneration/
http://www.gruppoigd.it/en/governance/remuneration/

REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE

3.9 CONTROL AND RISK COMMITTEE

REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE

3.8 REMUNERAZIONE DEGLI AMMINISTRATORI

3.10 // Control and Risk Committee

The Control and Risk Committee was formed by the Board of Directors in accordance with the Corporate Governance

Code (&).

> COMPOSITION AND ROLE OF THE CONTROL AND RISK COMMITTEE

(PURSUANT TO ART. 123-BIS, PAR. 2, LETT. D), TUF)

Control and Risk Committee

Elisabetta Gualandri
Luca Dondi Dall’Orologio

Sergio Lugaresi

The current Control and Risk Committee was appointed
by the Board of Directors of 6 June 2018, following the
renewal of the board by the AGM of 1 June 2018.

As the Company is subject to the management and coor-
dination of Coop Alleanza 3.0 soc. Coop., pursuant to Art.
2497 and following of the Italian Civil Code, it is subject to
Art. 16, paragraph 1 d) of the Consob Market Regulations
and the principle 7.P.4 of the Code, which provide that
companies subject to the management and coordination
of another company must have a Control and Risk Com-
mittee comprised of only independent directors.

Upon appointment, the Board of Directors examined the
curricula of the independent director candidates verifying
that they met at least one of the requirements in terms of
experience in accounting and finance having worked at
least three years as: (i) managers in administration, finan-
ce and control departments of joint stock companies, or
(ii) professional activities or as confirmed university pro-
fessors in law, economics or finance, or (iii) managers of
public bodies or public administrations active in the ban-
king, financial and insurance sectors.

The Chairman of the Board of Directors attends the mee-
tings of the Control and Risk Committee in his quality as
Director in Charge of the Internal Control and Risk Ma-
nagement System, as does the Chairman of the Board of
Statutory Auditors or another statutory auditor appoin-
ted by him, though the other statutory auditors may at-
tend. The Vice Chairman of the Board of Directors and the
Chief Executive Officer are also invited to attend Commit-

(21). Art. 7 of the Corporate Governance Code.
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Chairman (Independent)
(Independent)

(Independent)

tee meetings.

In 2019 the Committee met 6(six) times on 22 February, 2
May, 22 July, 26 July, 4 November and 9 December. All the
members attended 100% of the meetings. The Chairman
of the Risk and Control Committee, in compliance with
Governance Code Art. 4. C.1.d, and following approval in
2016 of the Company’s new Rules for Corporate Gover-
nance, provided the Board of Directors with information
on the content and outcomes of the previously held me-
etings.

The Chairman of the Board of Statutory Auditors Anna
Maria Allievi, attended 83% of the Committee meetings.

Each meeting lasted approximately one hour and thirty-fi-
ve minutes and proper minutes were taken during each
meeting.

// Functions of the Control and Risk Committee

The Control and Risk Committee provides the Board of
Directors with a preliminary opinion regarding the execu-
tion of the following:

> Definition of the guidelines for the Company’s internal
control and risk management system so that the risks
faced by the Company and its subsidiaries are correctly
identified, assessed, managed and monitored, while also
determining the extent to which these risks are compati-
ble with the correct management of the business and the
strategic objectives identified;

> Yearly evaluation as to the adequacy of the internal
control and risk management system with respect to the
type of business and risk profile, as well its efficacy;

> Approval, at least yearly, of the work plan prepared by
the Head of Internal Audit, after having consulted with the
Board of Statutory Auditors and the director, Head of the
Internal Control and Risk Management System;

> Describes the main features of the internal control and
risk management system in the report on corporate go-
vernance, along with the methods used to coordinate the
different parties involved, and expresses an opinion as to
its adequacy;

> Evaluation, after having consulted with the Board of
Statutory Auditors, of the findings of the external audi-
tors in the letter of recommendations and the report on
the main issues that emerged during the financial audit;

> Appointment and suspension, as proposed by the Di-
rector in Charge of Control and Risk Management System
and after having consulted with the Board of Statutory
Auditors, of the Head of Internal Audit.

The Control and Risk Committee, in addition to assisting
the Board of Directors on the matters above, also:

a) Assesses, along with the Financial Reporting Officer
and after having consulted with the external auditors and
the Board of Statutory Auditors, the appropriateness of
the accounting standards adopted and, if Groups are in-
volved, their uniformity with a view to the preparation of
the consolidated financial statements;

b) Expresses opinions on specific aspects concerning the
identification of business risks;

c) Examines the periodic reports in which the internal
control and risk management system is evaluated, along
with any particularly relevant reports prepared by internal
audit;

d) Monitors the independence, adequacy, efficacy and ef-
ficiency of the internal audit function;

e) May ask internal audit to carry out controls of speci-
fic operating units, while, at the same time, advising the

Chairman of the Board of Statutory Auditors;

f) Reports to the Board of Directors at least every six

months, when the annual and interim reports are appro-
ved, on the work performed and the adequacy of the in-
ternal control and risk management system;

g) Supports the evaluations and decisions made by the
Board of Directors relating to the management of risks
linked to any detrimental events that the Board of Direc-
tors has been made aware of.

The functions attributed to the Control and Risk Commit-
tee are not exhaustive and may be increased.

The Board of Directors ensures that the Control and Risk
Committee, including as per the Committee’s recommen-
dations, receives adequate support in carrying out its du-
ties.

During the meetings held in 2019 the Committee was in-
volved primarily in the following activities:

a. Assessment, along with the Financial Reporting Officer,
of the appropriateness of the accounting standards adop-
ted and their uniformity with a view to the preparation of
the consolidated financial statements;

b. Examination of the controls conducted by Internal Au-
dit based on the audit plan approved, as well as on speci-
fic areas required by the Committee, such as, for example:
fair value measurement of the real estate assets, finance
and treasury, asset/liability cycles, accounts receivable
(Italy and Romania), management of contractual guaran-
tees as well as analysis of counterparty risk, as well as the
examination of the updated company procedures such as,
for example, IGD SIIQ S.p.A’s Procedure for the Manage-
ment of Relevant and Price Sensitive Information, the In-
ternal Dealing Procedure and the Privacy Policy;

c. Examination of the progress made on the Enterpri-
se Risk Management project in 2019 and analysis of the
methods generally used by the Company as part of this
project;

d. Providing the Board of Directors with a favorable opi-
nion of the audit plan for 2020 prepared by the Head of
Internal Audit and based on the risk prioritization process
that is part of risk management.

The Company guarantees that the Control and Risk Com-

mittee will have the financial resources needed to fulfil its
duties.
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3.11 // Internal control and risk management system

The Internal Control System consists in the set of rules,
procedures and organizational structures designed to
ensure that the business is run correctly and in line with
the objectives agreed upon, through the proper identifi-
cation, assessment and control of the primary risks facing
the company with a view to creating medium/long term
value for shareholders. This internal control system helps
ensure the safeguarding of the company’s assets, the ef-
ficiency and efficacy of the company’s operations, com-
pliance with laws, regulations, bylaws and internal proce-
dures, as well as the reliability of financial information. As
the objective of the internal control system is, therefore,
to guarantee the reliability, accuracy, dependability and
the timeliness of the financial information, the system is
considered an integral part of and not separate from the
general risk management system adopted by the Com-
pany.

This system is part of the Company’s overall organizatio-
nal and corporate governance structure and reflects the
reference models, as well as national and international
best practices, also in light of the changing rules.

More in detail, the planning, implementation and monito-
ring of the internal control and risk management system
defined by IGD are modeled after the CoSo Framework;
with a view to continuous improvement, the Company de-
velops and updates the system components constantly.

More in detail, the planning, implementation and monito-
ring of the internal control and risk management system
defined by IGD are modeled after the CoSo Framework;
with a view to continuous improvement, the Company de-
velops and updates the system components constantly.

The components of the system are summarized below:
a) Control environment

The control environment refers to the organizational con-
text in which the strategies and objectives are defined,
the ways in which business activities are structured and
the ways in which risks are identified and managed. This
includes many elements, including the Company’s ethics,
expertise and development of personnel, the style with
which operations are managed and the methods used to
grant special mandates, powers and responsibilities. In
line with the framework standards, the control environ-
ment includes the following five sub-elements:
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i) Commitment to integrity and ethical conduct

The Company has defined and shared its Code of Ethics
with employees and staff members. This Code is an offi-
cial document that contains all the standards underlying
the Company’s activity. The top management and the su-
pervisory and control bodies which make up the internal
control and risk management system, help to ensure com-
pliance with the conduct set out in the Code. The Com-
pany is committed to preserving economic, environmen-
tal and social sustainability for its stakeholders and issues
the corporate sustainability report. Furthermore, in order
to continuously improve and strengthen the corporate
governance, consolidate the ethical business practices,
as well as improve integrity and offset the risk of corrup-
tion, in 2019 the Company launched a project designed to
further strengthen its anti-corruption controls. This called
for the design and implementation of the anti-corruption
systems in accordance with the international norm, I1ISO
37001:2016 (in synergy with the other anti-corruption
compliance tools already adopted) in order to obtain the
relative certification. During the meeting held on 17 De-
cember 2019, the Board of Directors approved the An-
ti-corruption Policy and requested that the Director in
Charge of the Control and Risk Management System also
supervise the implementation and compliance of the an-
ti-corruption management system.

ii) Exercise of the supervisory responsibilities

The group of individuals which comprise the Company’s
internal control and risk management system guarantee
that the supervisory activities will be carried out in com-
pliance with the law and regulations. More in detail, the
different duties (which will be explained more in detail be-
low) are assigned to the Board of Directors, the Director
in Charge of the Internal Control and Risk Management
System, the Risk and Control Committee, the Board of
Statutory Auditors, the Supervisory Board, the Financial
Reporting Officer and the Head of Internal Audit.

iii) Definition of the internal control and risk manage-
ment system’s structures, reporting lines and responsi-

bilities

The internal control and risk management system invol-
ves, to the extent of their expertise:

i) The Board of Directors;

ii) The Director charged with creating and managing an
effective internal control and risk management system;

iii) The Control and Risk Committee, as the voice of the
Board of Directors, formed in accordance with the Cor-
porate Governance Code which must support, after ha-
ving received adequate information, the evaluations and
decisions made by the Board of Directors relating to the
internal control and risk management system, as well as
the decisions relating to the approval of the periodic fi-
nancial reports;

iv) The Head of Internal Audit, charged with verifying that
the internal control and risk management system is fun-
ctional and adequate and with coordinating the Enterpri-
se Risk Management (ERM) process;

v) The Financial Reporting Officer who, by law, is charged
with establishing adequate administrative and accounting
procedures for the preparation of financial documents
and reports;

vi) The Board of Statutory Auditors, including in its role as
Committee for Internal Control and Financial Audit, which
monitors the efficacy of the internal control and risk ma-
nagement system;

vii) The Supervisory Board, formed pursuant to Legislati-
ve Decree 231/01, which supervises compliance with the
Code of Ethics and verifies the efficacy and adequacy of
the Legislative Decree 231/01 Organizational, Manage-
ment and Control Model;

viil) The governing body, top Management and the divi-
sion responsible for compliance with anti-corruption me-
asures.

The list of the relevant parties also includes: (i) Group Ma-
nagement which is responsible for first level internal con-
trols and risk management; (ii) the divisions involved in
second level controls with specific duties and responsibi-
lities relative to the control of different areas/types of risk.

The ICRM system, in line with the regulations and related
best practices, can be broken down in the following levels:

(22). Comment - Art. 7 Corporate Governance Code.
(23). Comment - Art. 7 Corporate Governance Code.

> First level

Monitored by the single operating lines, consistent with
the controls made by those who carry out certain activi-
ties and the relative supervisors; it also ensures that ope-
rations are being carried out correctly;

> Second level

Assigned to structures other than the operating lines, par-
ticipates in the definition of methods to be used to mea-
sure, identify, assess and control risk (risk management);
verifies compliance with laws and regulations (Complian-
ce);

> Third level

Assigned to Internal Audit which assesses the functio-
ning of the entire internal control and risk management
system, as well as the detection of unusual performan-
ces, procedural and regulatory violations, as well as the
division responsible for compliance with anti-corruption
measures.

The Board of Directors ensures that the assessments and
decisions made relating to the Issuer’s risk exposure, the
internal control system, the approval of the annual and hal-
f-year reports, as well as the relations between the Com-
pany and the external auditors are supported by an ade-
guate exchange of information.

The Board of Directors, as part of its strategic supervision,
defines the guidelines for the control systems in line with
the Company’s business risk previously determined by the
Board (?2).

The Board, by law, must also periodically verify the ade-
quacy of the control systems. Unforeseen events, howe-
ver, may require further investigation in order to verify the
efficacy of the controls in relation to particular situations
(®®) and the Board, therefore, is also responsible for the
adoption of an adequate system in light of the business’s
characteristics.

Toward this end an efficient organization of the workflow
is key to ensuring that any questions relating to internal
control, in general, and risk management, in particular, are
discussed with the Board after having been adequately
briefed by the Control and Risk Committee.
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iv) Commitment to recruit, develop and retain compe-
tent resources

The Company promotes research and development acti-
vities in order to enhance the talent and professional
expertise of its resources. The human resources manage-
ment systems adopted foster the enhancement of profes-
sional know-how and incentivize the achievement of go-
als through specific bonus schemes and the development
of employee training programs.

v) Promotion of reliability

The Company promotes and enhances reliability on all le-
vels and in the broadest sense of the term which encom-
passes all aspects of organizational conduct, procedural
management, IT, as well as internal and external commu-
nications.

a) Risk assessment

Risk assessment is viewed as an integral part of the sy-
stem. Toward this end, in order to most effectively ser-
ve its control and risk management needs, as well as its
complexity, its status as a listed company and business
dynamics, IGD developed an integrated model for risk
management which is in line with renowned internatio-
nal Enterprise Risk Management (ERM) standards. As per
these standards, risk assessment is carried out in line with
a) above and is based on four sub-elements:

i) Definition of appropriate objectives

The Company verifies that the planning, implementation
and monitoring of the internal control and risk manage-
ment system are in line with the Company’s strategic, fi-
nancial, operational and compliance goals.

ii) Identification and assessment of risks

The risk management system adopted is constantly upda-
ted and developed by management in order to ensure
that it is adequate in light of changes in the organizational
structure or business.

Process risk management is assigned to Management
which is responsible for risk assessment and definition of
risk management tools. Toward this end, Management is
responsible for the monitoring of risk based on an asses-
sment as to the adequacy of the risk management con-
trols in place, pointing out areas in need of attention and
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for which action plans should be adopted, without preju-
dice to the functions assigned to the Board of Directors
and the Risk and Control Committee.

The methods used as part of the Group’s ERM system call
for the following:

> Analysis of the business and changes in the market in
order to identify any new risks;

> Analysis of the risks identified, the organization of the
risk management personnel and the risk control measures
used, assessment of the risk identified by the manage-
ment of Group companies;

> |dentification of the “risk indicators”, which make it pos-
sible to identify and assess the impact that the risks under
examination could have on the company’s performance;

> Assessment of the level of risk coverage based on the
control mechanisms used;

> Prioritization of the risks and the steps to be taken, as
well as risk tolerance analysis in accordance with the in-
structions received from the Group’s top management
and through an evaluation of the overall exposure and the
potential risks impact on the strategic goals;

> The use of quantitative analysis which focuses on un-
derstanding the impact of different risk scenarios on the
Plan targets and supports the assessment of risk exposu-
re and appetite as effectively as possible;

> Careful monitoring of the biggest risks and the relative
controls.

The Enterprise Risk Management procedures are updated
based on the findings of specific risk assessments made
by other control bodies (internal audit, system used to
control accounting-administrative procedures pursuant
to Law 262/05).

iii) Identification and assessment of fraud risk

The Company pays particular attention to potential areas
of exposure to the risk of fraud when planning, implemen-
ting and monitoring the internal control and risk manage-
ment system. The ERM model identifies and assesses in
the Risk Map an area of risk referred to as “Fraud commit-
ted by Company personnel or its stakeholders that could
impact its assets and its reputation”. The controls defined

relating, in particular, to administrative and accounting
operations, financial and treasury management, as well as
property and retail management, also take into account
aspects relating to fraud risk.

The assessments of this sort of risk take into account not
only the results of the controls made by system personnel,
but also the recommendations and action plans emerged
as a result of internal audits and any observations made
by the external auditors shared with the Company. With a
view to continuously improving the system, the Company
will continue to work on preventing fraud and the instru-
ments used in this regard.

iv) Identification and analysis of significant changes

As part of the internal control and risk management sy-
stem, the risks analyzed and assessed are periodically
verified and updated in light of strategies, the organiza-
tional model and the business operations. The Company,
therefore, periodically updates the tools used to identi-
fy and assess risk (ERM system, Decree 231/01 Model for
organization, management and control, system used to
control accounting-administrative procedures pursuant
to Law 262/05) to ensure that they fit the Company’s or-
ganizational and business characteristics, as well as the
corporate strategy.

Toward this end, after the EU privacy regulation n.
2016/679 took effect, the Company worked to comply
with the new regulation and identified, using its ERM mo-
del and Risk Map, an area of risk referred to as “Privacy
risk - sanctions connected to violations of regulations
protecting data privacy”. Controls call for (i) monitoring
of the relative regulations, (ii) updating of company pro-
cedures, mandates and related company documentation,
and (iii) training of company personnel.

b) Control activities

Control activities are defined in accordance with regula-
tions, policies, guidelines and procedures that ensure that
the risk management strategies adopted are executed
correctly. In line with the framework standards and pur-
suant to the observations made in b) above, the control
activities include the following three sub-elements:

i) Definition and development of control activities

The control activities defined by IGD are based on the de-
finition and deployment of a series of controls designed

to mitigate risks of various types, including organizatio-
nal, procedural, operational or relating to third party in-
terests. The selection of the control activities is rooted in
the risk identification and mapping carried out in accor-
dance with the ERM model, the Decree 231/01 Model for
organization, management and control and the admini-
strative-accounting control system. As part of these as-
sessment activities, the Company assesses the adequacy
of the existing controls with respect to the level of risk
identified and determines the steps that need to be taken
to strengthen controls, in line with the control objectives
defined and shared with top management. Implementa-
tion is periodically monitored by the system personnel
based on his/her duties and responsibilities, including by
way of specific monitoring of the main risks identified by
interviewing management, gathering documentation and
data analysis.

ii) Selection and development of general controls for te-
chnology

Based on the Company’s organizational model, a few sup-
port services are outsourced relating, for example, to the
management of IT and infrastructures. More in detail, IGD
stipulated a contract for services with Coop Alleanza 3.0
Soc. Coop based on which the latter manages the IT sy-
stems. The Financial Reporting Officer, in particular, analy-
zed the IT systems managed in outsourcing. The purpose
of this analysis was to assess “IT General Controls” in or-
der to identify any lack of alignment with respect to the
current Internal Control System and the Internal Control
objectives outlined in the COSO and CobiT reports and
define the steps to be taken in order to improve the si-
tuation which are monitored by the Financial Reporting
Officer.

iii) Implementation of controls through policies and pro-
cedures

IGD, in line with the control objectives defined, as well as
the best market practices and the methods adopted, de-
fined a series of policies and procedures that govern con-
duct, as well as organizational and management practi-
ces (internal regulations and procedures). They form an
integral part of internal regulations and procedures, along
with the market procedures, administrative-accounting
controls, the model for organization, management and
control, as well as the procedures called for under the law.




REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE
31 INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURE
31 INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

c) Information and communication

Information is needed at all corporate levels in order to
identify, assess and carry out the risk management solu-
tions decided upon, as well as the control activities called
for with respect to the pre-determined objectives. The
correct functioning of the ICRM system is based on an
active sharing of the duties between the company divi-
sions involved. An efficient ICRM system strives to:

> Eliminate the methodological/organizational overlaps
between the different control functions;

> Share the assessment methods used by the different
control functions;

> Improve the communication between the control fun-
ctions and corporate bodies;

> Reduce the risk of “partial” or “misaligned” information;

> Capitalize on the information and assessments made by
the different control functions.

In line with the framework standards and pursuant to the
observations made in ¢) above, the information and com-
munication activities are defined based on the following
three sub-elements:

i) Use of relevant information

In order to provide the control activities with concrete
support, the Company gathers and assesses relevant in-
formation. While the system is being monitored, informa-
tion is gathered through interviews of management and
based on self-assessment initiatives. The Company has
also defined a set of Key Risk Indicators that are updated
periodically in order to understand elements that could
prove useful to understanding potential risks. Similarly,
reporting lines and ways to manage information flows
are determined by the Legislative Decree 231/01 Super-
visory Board, Internal Audit and the Financial Reporting
Officer. The management, control bodies and the Board
of Directors are provided periodically with reports on the
progress of the work being done and updates about any
changes relative to the levels of the risks identified.

ii) External communications

The Company promotes transparent and thorough exter-
nal communications policies. Toward this end the internal
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control and risk management system, as well as the cor-
porate events of potential interest to all stakeholders, are
made public through the institutional channels adopted
by the Company, namely periodic financial reporting, the
Report on Corporate Governance and Ownership Structu-
re, the corporate website www.gruppoigd.it and all the
disclosures made available to the public by the Investor
Relations department.

iii) Internal communications

Internal communications must ensure that all appropria-
te company staff members are aware of the control and
governance rules and that management is updated con-
stantly including with regard to any new provisions rela-
ting to the control and risk management system, as well
as changes to internal rules. The internal communications
system includes the training programs developed in or-
der to provide management with an understanding of the
procedures and controls defined by the Company. Infor-
mation channels are in place through which top mana-
gement and the control bodies are provided with useful
information in order to improve the system or report any
lack of compliance with the controls.

d) Monitoring

Information is needed at all corporate levels in order to
identify, assess and carry out the decisions made relative
to the treatment of risk, as well as deploy the control acti-
vities defined in order to reach the goals defined. In line
with the framework standards and pursuant to the obser-
vations made in d) above, the risk assessment activities
include the following two sub-elements:

i) Continuous and periodic evaluations

In line with the procedures used to identify, assess, mana-
ge and monitor the risks defined by the system adopted,
each system player is called upon periodically to report
on the functioning of the system and its ability to contain
risk within the defined limits as per the guidelines defined
by the relative control bodies.

ii) Evaluation and communication of any deficiencies

The periodic evaluation of the internal control and risk
management system makes it possible to single out the
areas in need of improvement in order to align the system
with the relative control bodies’ expectations and the le-
vel of risk that the Company can tolerate. The players and

the bodies that are part of the internal control and risk
management system are involved in the evaluation pro-
cess and the communication of any deficiencies.

// Main features of the existing internal control and
risk management systems in relation to the finan-
cial reporting process

With regard to the internal controls implemented in rela-
tion to the financial reporting process, in prior years IGD
has undertaken to comply with Law 262/05 by updating
the accounting and administrative control models and has
also executed the controls necessary to support the Fi-
nancial Reporting Officer’s certification process.

The above mentioned accounting and administrative con-
trol system represents the set of rules, procedures and in-
ternal tools used by the Company to ensure the reliability,
accuracy, and timeliness of financial reporting.

The methods used by the Financial Reporting Officer in
the development of the accounting and administrative
control system are those described in specific guidelines
drafted in this regard which are in line with the recom-
mendations found in the COSO Report, the model refer-
red to in the guidelines issued by ANDAF for the Financial
Reporting Officer.

a) Phases of the Internal Control and Risk Mana-
gement System implemented in relation to IGD’s
financial reporting process

As part of the financial reporting process, in order to un-
derstand the principal risks to which IGD and the Group
are exposed, the Financial Reporting Officer works with
the parties involved in the Company’s and the Group’s En-
terprise Risk Management system (the working group ini-
tially dedicated to the launch of the ERM system) in order
to identify and assess business risks.

The phases of the administrative-accounting control mo-
del are summarized below.

Identification of risks associated with financial reporting
During this phase the scope of the analysis is determined
relative to the Group companies, the processes of the sin-
gle companies, as well as the administrative-accounting

risks and controls to be investigated further.

The Company constantly evaluates the scope of the

analysis and makes the necessary changes and additions,
including with regard to the companies operating in Ro-
mania. Risks are, therefore, identified for each individual
administrative-accounting process.

Assessment of the risks associated with financial repor-
ting

This activity calls for the assessment of financial reporting
risk for both entities and processes, as well as for single
transactions. Existing controls and the ability to effecti-
vely mitigate the risks inherent to administrative-accoun-
ting processes are checked.

Based on the approach used, both the risks relating to
non-intentional errors and fraud are taken into account
and controls are put into place to ensure that these ri-
sks are monitored, including as part of control protocols
implemented in the context of other components of the
overall internal control system.

The approach used also takes into account the manual
and IT systems controls supporting the administrative-ac-
counting procedures, namely the automatic IT controls
for applications, general controls covering systems ac-
cess, control of systems development and changes and,
lastly, the adequacy of the IT structures. The control sy-
stem, both on entity and general IT structural levels, is
subject to analysis in order to understand how to deploy
initiatives to strengthen it.

The analysis of procedures, risks and controls established
based on the Financial Reporting Officer’s work plan in-
cludes the updating of the model used to control accoun-
ting and administrative risk with constant risk assessment
review pursuant to Law 262/05 and the introductions of
new procedures as a result of the scoping reviews. The
Financial Reporting Officer constantly monitors the ade-
quacy of the controls identified, and carrying out, when
necessary, corrective measures.

Identification of the controls to be used for the risks
found

Based on the work carried out to identify procedures, ri-
sks and controls, the Company plans the improvements
needed to introduce and/or change controls, both general
and for single processes. The administrative-accounting
procedures are then updated accordingly. IGD’s admini-
strative-accounting procedures are defined and deployed
in accordance with the organizational structure and cor-
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porate processes in place, both in Italy and in Romania. A
specific analysis was done of the control system and the
accounting IT systems in order to assess the adequacy of
the controls with respect to the standards included in the
Company’s framework.

The Company evaluates the need for and plans updates
in order to ensure that the administrative-accounting pro-
cedures are in line with the Group’s organization and fun-
ctioning.

Evaluation of the controls used to monitor the risks found

The administrative-accounting procedures are monitored
constantly; toward this end, specific testing activities are
planned and carried out in order to ensure that the con-
trols called for in the administrative-accounting procedu-
res, as well as any corrective measures, are carried out
correctly by the corporate divisions. These evaluations are
carried out with respect to both the Italian and Romanian
companies.

Furthermore, in accordance with Consob Recommenda-
tion n. DIE/0061944 dated 18/7/2013 relating to the fair
value of real estate assets held by listed real estate com-
panies, IGD’s Board of Directors approved a specific cor-
porate procedure: “Fair Value Measurement of Real Estate
Assets”.

b) Roles and corporate bodies involved

The internal control and risk management system is based
on the clear definition of the roles involved in the diffe-
rent phases of the planning, deployment, monitoring and
updating of the system over time. These include the Board
of Directors, the Risk and Control Committee, the Board
of Statutory Auditors, Director charged with creating and
managing an effective internal control and risk manage-
ment system, the Supervisory Board, the Financial Repor-
ting Officer, Internal Audit, and Company management.

Based on the current internal control and risk manage-
ment system, the Financial Reporting Officer must report
to the Board Directors and participate in the coordination
of the control activities.

/4

The Board of Directors assessed, based on the evaluations
of both the Control and Risk Committee, which looked
at the Risk Management outcomes, and the Director in
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Charge of Internal Control and Risk Management, the au-
dits carried out by the Financial Reporting Officer and the
reports submitted by Internal Audit and the Supervisory
Board, as well as the division responsible for complian-
ce with anti-corruption measures, the adequacy, efficacy
and functioning of the internal control and risk manage-
ment system.

3.11.1 // Director in charge of the internal control
and risk management system

The company called upon the Chairman of the Board of
Directors to act as the Director in Charge of the Internal
Control and Risk Management System who, following this
assignment, is considered an executive director. Previou-
sly, the executive director in charge of the internal control
system had been the Chief Executive Officer.

In particular the director in charge of internal control and
risk management has the following duties:

a) ldentification - working with the Chief Executive Offi-
cer to the extent necessary - of the main business risks of
the Company and its subsidiaries, and periodically sub-
mitting same to the Board of Directors for examination;

b) Execution of the guidelines defined by the Board of
Directors, monitoring the planning, implementation and
management of the internal control and risk management
system, while constantly verifying their overall adequacy,
efficacy and efficiency;

c) Report periodically to the Board of Directors, as reque-
sted by the Board, on the status of risk identification, the
overall management of the control system, its functioning
and implementation of proposed measures;

d) Adapt this system to any change in operating condi-
tions, the law or regulations;

e) May ask internal audit to carry out verifications rela-
ting to specific operations and the compliance with ru-
les and internal procedures in the execution of corporate
transactions, informing the Chairmen of the Control and
Risk Committee and the Board of Statutory Auditors of
the results;

f) Inform the Board of Directors in a timely manner of any
problems and critical areas encountered while carrying
out the activities referred to or of which he was made
aware, so that the Board of Directors may adopt the ne-

cessary measures;

g) Submits proposals to the Board of Directors as to who
to appoint Head of Internal Audit, any terminations, and
compensation and provides the Board of Directors with
proposals as to how to ensure that the Head of Internal
Audit has access to the resources needed to fulfill his du-
ties;

h) As an executive director, is in charge of the implemen-
tation and compliance with the anti-corruption manage-
ment system making sure that the system, including the
policies and targets, is established, implemented and
re-evaluated in order to adequately address the risk of
corruption in the organization. Toward this end, he pe-
riodically reports to the Board of Directors regarding the
content and functioning of the anti-corruption manage-
ment system and any allegations of serious or systematic
corruption or when serious or systematic violations have
occurred;

i) Appoints the anti-corruption compliance team which
supervises the Company’s planning and implementation
of the system for the prevention of corruption.

3.11.2 // Head of Internal Audit

In 2019 the Board of Directors, based on the proposal of
the Director in Charge of the Internal Control and Risk Ma-
nagement System and the favorable opinion of the Board
of Statutory Auditors, resolved to appoint Mario Galiano,
of Grant Thornton Consultants srl, to act as Head of Inter-
nal Audit in outsourcing for the three-year period 2019-
2020-2021.

More in detail, the Head of Internal Audit:

a) Verifies, continuously, as well as when specific needs
arise and in accordance with international standards, the
functioning and adequacy of the internal control and risk
management system, based on an audit plan, prepared by
the Head of Internal Audit and approved by the Board of
Directors based on a structured analysis and prioritization
of the main risks;

b) Is not responsible for any operational areas and reports
directly to the Board of Directors;

c) Has direct access to all the information needed to carry
out the assignment;

d) Prepares periodic reports containing adequate infor-
mation regarding the activities, how risk management is
carried out, as well as the status of the plans defined. The
periodic reports contain an evaluation as to the adequacy
of the internal control and risk management system;

e) Prepares reports about important events in a timely
manner;

f) Provides the above reports to the Chairman of the Bo-
ard of Statutory Auditors, the Control and Risk Commit-
tee and the Board of Directors, as well as the Director in
Charge of the Internal Control and Risk Management Sy-
stem (i.e. the Chairman of the Board of Directors);

g) Verifies, as part of the audit plan, the reliability of the
IT accounting systems.

The Head of Internal Audit coordinates the ERM process,
ensuring that the Director in Charge of the Internal Con-
trol and Risk Management System, the Control and Risk
Committee and, when requested, the Board of Directors,
are provided with progress reports.

3.11.3 // Decree 231/2001 Organizational Model

In May 2006 the Board of Directors approved adoption
of the Organizational Model, as subsequently amended,
which further strengthened the internal control system.
The last update, made in 2018, resulted in the introduction
of a section relating to whistleblowing pursuant to Law
n. 179/2017 which calls for the creation of one or more
communication channels through which top management
and subordinates may anonymously report illicit behavior.

The Organizational Model seeks to ensure that the system
complies with Decree 231/2001 based on which compa-
nies were made administratively responsible in criminal
proceedings for certain types of crimes committed by top
managers and subordinates while carrying out their du-
ties.

The Organizational Model comprises the following proce-
dures and functions:

a. Mapping of the activities at risk based on the informa-
tion gathered regarding IGD’s activities and organizatio-

nal structure;

b. The Code of Ethics, which contains the general princi-
ples of diligence, honesty and fairness guiding professio-
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nal performance and inspiring conduct at the workplace;

c. Preventive procedures for the areas at risk involving,
specifically, the general principles of internal control;

d. The disciplinary system which enforces the Model’s ru-
les;

e. The Supervisory Board which is charged with monito-
ring the effectiveness, adequacy and compliance with the
Model.

The Supervisory Board may act independently and must
ensure that the Model is constantly updated.

The Supervisory Board also provides the Board of Direc-
tors with information regarding the changes that need to
be made to the Model in order to comply with norms and
regulations and to reflect the business operations.

The Supervisory Board reports to the Chairman of the Bo-
ard of Directors and the Board of Statutory Auditors on
a periodic basis and to the Board of Directors every six
months.

The Supervisory Board has hired a consulting company
which provides the support necessary for the manage-
ment and analysis of the information generated pursuant
to Art. 6, par. 2, lett. d) of Legislative Decree 231/2001, as
well as for the execution of specific audits deemed neces-
sary based on the information gathered.

The current Supervisory Board, appointed by the Board
of Directors on 6 June 2018, is comprised of Gilberto Cof-
fari, Chairman, Paolo Maestri and Alessandra De Martino.

The Supervisory Board will be in office until the approval
of the financial statements at 31 December 2020 by the
AGM. The members of the Supervisory Board aren’t from
inside the Company and they have the specific expertise
needed to fulfill the duties assigned.

In 2019 the Supervisory Board met 6 (six) times on 24
January, 30 January, 18 April, 17 July, 29 October and 9
December. Chairman Gilberto Coffari and Alessandra De
Martino attended 83% of the meetings and Paolo Maestri
100%.

Each meeting lasted approximately 1 hour and 15 minutes
and proper minutes were taken.
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The Model is also available on the company’s website
http:/www.gruppoigd.it/en/governance/business-ethi-
cs/organizational-model/.

3.11.4 // External Auditors

The activities related to financial audit are carried out by a
company selected by the shareholders from among those
listed in Consob’s specific roll and based on the motivated
opinion of the Board of Statutory Auditors.

On 18 April 2013 the shareholders, on the basis of a de-
tailed analysis of the motivated opinion submitted by the
Board of Statutory Auditors, granted the company Pri-
cewaterhouseCoopers S.p.A. the financial audit assign-
ment for the period 2013-2021.

The fees paid the external auditors for the financial audit
of IGD’s separate and consolidated financial statements at
31 December 2019 can be found in the notes to the sepa-
rate and consolidated financial statements.

3.11.5 // Financial Reporting Officer

In compliance with art. 154-bis of TUF and Article 23.5 of
the bylaws, the Board of Directors must appoint a Finan-
cial Reporting Officer, subject to the unbinding opinion
of the Board of Statutory Auditors, who has matured at
least five years of experience in a) administrative or con-
trol activities and who has had a supervisory role in com-
panies or entities with assets of not less than €10 million,
or b) professional activities, including as part of audit fun-
ctions, strictly connected to business activities and fun-
ctions that the officer is called up to perform.

On 13 December 2018, the Board of Directors, after having
received a favorable opinion from the Board of Directors,
appointed Carlo Barban to act as the Financial Reporting
Officer for an indefinite period of time, effective 1 January
2019, and assigned him his duties, as well as adequate
powers and means.

The Financial Reporting Officer has access to adequa-
te administrative and accounting procedures in order to
draft the separate and, where provided for, the consoli-
dated financial statements, as well as all other financial
documents.

The Board of Directors must ensure that the Financial Re-
porting Officer is granted the organizational and opera-
tional power and means needed to carry out the duties

assigned herein.

The Financial Reporting Officer must provide a written
declaration which accompanies the announcements made
by the Company to the market, as well as the interim and
financial reports, attesting that the information contained
reflects the underlying records, ledgers and accounting
entries.

The Financial Reporting Officer, along with the executive
officer (s) must provide a report on the separate and con-
solidated (if prepared) yearly financial statements and on
the half year report attesting that the administrative and
accounting procedures used to prepare the separate and
financial statements are adequate in light of the characte-
ristics of the Company’s business.

The Financial Reporting Officer must also attest that the
separate and consolidated financial statements:

a) Are drawn up in accordance with the international ac-
counting standards recognized by the European Union
pursuant to the European Parliament and European Coun-
cil Regulation n. 1606/2002 of 19 July 2002;

b) Correspond to the ledgers and accounting entries;

¢) Provide fair and truthful disclosures of the company’s
income statement, balance sheet and financial positions
and the companies included in the scope of consolidation.

Lastly, the Financial Reporting Officer, along with the de-
putized bodies, must attest that the directors’ report ac-
curately depicts the operating performance and results
of both the Company and the businesses included in the
scope of consolidation, as well as the principle risks and
uncertainties to which they are exposed.

3.11.6 // Coordination of the Internal Control and
Risk Management System Personnel

In order to facilitate coordination of the control activities,
the Company deemed it useful and opportune to outline
the methods of operation as described below.

The Chairman of the Board of Statutory Auditors will
call a meeting with the Chairman of the Control and Risk
Committee with the frequency agreed upon and at least
once a year to discuss the results of their respective con-
trol activities, to evaluate planning and the possible coor-
dination of their respective activities. Toward this end, the

Chairman of the Board of Statutory Auditors will not only
coordinate the work of the statutory auditors, but will also
act as the link with the other corporate entities involved in
the supervision of the control systems.

Other parties may be invited to attend the meetings whi-
ch, in addition to periodically, may be called anytime there
is a specific need and may include, in addition to the re-
spective committees and bodies, including not as a group,
the Director in Charge of the Internal Control and Risk
Management System, the Head of Internal Audit, the Fi-
nancial Reporting Officer, the external audit firm and the
Chairman of the Supervisory Board.

The meeting relative to 2019 was held on 25 February
2020 and was attended by the entire Control and Risk
Committee, the Chairman of the Board of Statutory Au-
ditors, Internal Audit, the Chairman of the Supervisory
Board, a partner of the external audit firm, the Director
in Charge of the Internal Control and Risk Management
System, the Chief Executive Officer and the Financial Re-
porting Officer.

The Chairman of the Control and Risk Committee and the
Director in Charge of the Internal Control and Risk Mana-
gement System meet with the Head of Internal Audit:

(i) To examine the yearly work plan in advance and sug-
gest any changes that might need to be made with regard
to the control activities scheduled by the Committee;

(ii) To receive and discuss the results of the activities car-
ried out by the Head of Internal Audit, suggesting any
other initiatives that might be called for.

The Chairman of the Supervisory Board meets with the
Head of Internal Audit to examine the yearly work plan
relating to the control activities called for by the Supervi-
sory Board.

Other meetings may be held in addition to the meetings
referred to above with the parties listed in this report who
are involved in control functions and may be called by the
respective Chairmen of the bodies referred to, including
together.
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3.12 // Directors’ interests and transactions with related parties

With regard to the transactions with related parties, as of
1 January 2011 the Company has applied the “Procedure
for Related Party Transactions” approved on 11 November
2010 by the Board of Directors, as subsequently amended,
after having received a favorable opinion from the Com-
mittee for Related Party Transactions. The Company’s Bo-
ard of Statutory Auditors also assessed the compliance
of this procedure with the principles found in Consob’s
Regulations for Related Party Transactions.

The purpose of the “Procedure for Related Party Tran-
sactions” is to define the rules governing the approval
and execution of related party transactions entered into
by the Company, directly or through its subsidiaries, in or-
der to ensure the transparency, as well as the substantive
and procedural fairness of the transaction.

The term “Related Party” is defined explicitly in the “Pro-
cedure for Related Party Transactions”, in line with the
definition found in Annex | of the Consob’s Regulations
for Related Party Transactions. In order to maintain consi-
stency in the financial statements, the Company decided
to apply the Procedure to the subsidiaries of the company
which exercises a significant influence over IGD, pursuant
to Art. 4, par. 2, of the Regulations.

Related party transactions are transactions in which there
is a transfer of resources, services or obligations between
one or more related parties, regardless of whether a price
is charged.

The Regulations distinguish between:

Material related party transactions (including cumulati-
vely): one in which at least one of the following Consob
materiality ratios has a value of 5% or more:

i) Transaction materiality ratio: this is the ratio betwe-
en the amount of the transaction and the higher of the
amount of equity IGD’s capitalization;

ii) Assets materiality ratio: the ratio between the total as-
sets of the entity involved in the transactions and IGD’s

total assets;

iii) liabilities materiality ratio: the ratio between acquired
entity’s total liabilities and IGD’s total assets.

Less material related party transactions, which includes
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all the other transactions.

The Regulations establish the criteria to be used in appro-
ving the material and less material transactions:

> The Committee for Related Party Transactions and the
body involved in the approval of the related party tran-
saction must be provided with complete and adequate
information in a timely manner prior to approval;

> The Committee for Related Party Transactions may, at
the expense of the Company, avail itself of independent
experts;

> A statement attesting to the fact that the related par-
ty transaction is in the best interest of the Company and
that the terms and conditions are fair and substantively
correct must be included in the minutes, when recorded;

> The Board of Directors and the Board of Statutory Audi-
tors must be informed as to the status of the transactions
at least on a quarterly basis.

Furthermore, pursuant to and in accordance with the Re-
gulations, the Procedures for Related Party Transactions
also includes a list of the transactions which are not go-
verned by the Consob’s Regulations for Related Party
Transactions (with the exception of certain disclosure re-
quirements) and which include:

1. Immaterial transactions (below the amount indicated
in the Company’s “Procedure for Related Party Tran-
sactions”);

2. Resolutions relating to remuneration of directors hol-
ding particular offices (Chairman, Chief Executive Officer,
committee members) and under certain conditions (i.e. if
the company’s compensation policy calls for the involve-
ment of the Compensation Committee);

3. Compensation packages based on financial instrumen-
ts approved by the shareholders pursuant to Art. 114-bis
of TUF;

4. Routine transactions concluded in accordance with
market equivalent or standard conditions (i.e. service con-

tracts);

5. Transactions with or between subsidiaries and associate

companies (when the transaction does not correspond to
a material interest of other related parties, without preju-
dice to any periodic accounting information provided).

The Company formed the Committee for Related Party
Transactions in accordance with Art. 2391-bis of the Italian
Civil Code and Art. 4, paragraphs 1 and 3, of CONSOB’s
Regulations for Related Party Transactions.

> COMPOSITION AND FUNCTIONS OF THE COMMITTEE
FOR RELATED PARTY TRANSACTIONS

Committee for Related Party Transactions

Luca Dondi Dall’Orologio Chairman (Independent)

Livia Salvini (Independent)

Eric Jean Véron (Independent)

The Committee for Related Party Transactions currently in
office was appointed during the Board of Directors’ mee-
ting held on 6 June 2018, which took place after the sha-
reholders renewed the corporate bodies during the AGM
held on 1 June 2018.

The Committee’s functions are governed by the Procedu-
res for Related Party Transactions approved by the Board
of Directors on 11 November 2010, as subsequently amen-
ded as part of the three-year review conducted in 2013
and 2016, and summarized below.

The Committee for Related Party Transactions met 2
(two) times in 2019, on 23 January and 4 November. All
members attended 100% of the meetings. The Chairman
of the Board of Statutory Auditors attended both of the
meetings.

The meetings lasted an average of around 50 (fifty) mi-
nutes. Proper minutes were taken during each meeting.

The Committee for Related Party Transactions with re-
gard to:

> Less material transactions, will issue a non-binding opi-
nion regarding the company’s interest in completing the
transaction, its fairness and procedural correctness;

> Material transactions, without prejudice to the tran-
sactions subject to a Board of Directors’ resolution, will
issue a binding opinion. Furthermore, the Committee for

Related Party Transactions, or who on its behalf, will be
involved in the preliminary phases and in the negotiations
by receiving the complete information in a timely man-
ner. The Committee for Related Party Transactions is also
entitled to request information and share comments with
the parties involved in the negotiations of this type of
transaction. Once the preliminary phases are terminated,
the Committee must issue, in a timely manner, a favorable,
binding opinion attesting to the fact that the transaction
is in the best interest of the Company and that the ter-
ms and conditions are fair and substantively correct. In
order to formulate its opinion, if deemed necessary and
opportune, the Committee for Related Party Transactions
may avail itself of one or more independent experts of its
choosing. The experts chosen by the Committee must
be recognized professionals, experts in the subject matter
involved and proven to be without any conflict of interest
with regard to the transaction. In the event the Committee
is not in favor of the transaction, and if so provided in the
bylaws, the Board may, at any rate, proceed with the tran-
saction as long as it is approved by the shareholders. In
this instance and whenever the Board of Directors intends
to submit a material transaction to the shareholders for
approval despite the negative opinion issued by the Com-
mittee for Related Party Transactions, the transaction may
not be completed in the event a majority of non-related
shareholders vote against the transaction, as long as said
shareholders represent at least 10% of the share capital
with voting rights (the so-called “whitewash”).

In accordance with Consob’s recommendation (Bulletin n.
DEM/10078683 of 24 September 2010) that the procedu-
re for related party transactions be renewed every three
years, in 2019 the Board, taking into account the expe-
rience matured by the Company in the three year period
2017 - 2019 in the application of this type of procedure,
as well as the opinion of the Committee for Related Party
Transactions, resolved in favor of the Procedure for Re-
lated Party Transactions adopted by the Company on 1
November 2010 deeming it effective in ensuring the tran-
sparency and the substantive and procedural fairness of
the transactions with related parties.

The procedure described above can be found on the Com-
pany’s website http://www.gruppoigd.it/Governance/Co-
mitati/Comitato-per-le-operazioni-con-parti-correlate.
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3.13 // Appointment of the Statutory Auditors

Pursuant to Art. 26.2 of the Bylaws, members of the Board
of Statutory Auditors are elected on the basis of prefe-
rence lists that must be filed at the registered office along
with declarations in which each candidate states that he/
she is not in violation of the limits for multiple assignmen-
ts provided for under the law, as well as detailed infor-
mation about each candidate’s personal and professional
background, at least twenty-five days in advance of the
shareholders’ meeting called for this purpose. The lists
may be submitted by the shareholders or groups of sha-
reholders holding the interest specified by Consob (for
2020 equal to 2.5% of the Company’s share capital as spe-
cified in CONSOB Resolution n. 28 of 30 January 2020).

The appointment and substitution of the standing and al-
ternate auditors pursuant to Art. 26.9 of the bylaws must
be done in such a way as to guarantee that the composi-
tion of the Board of Statutory Auditors complies with the
current law relating to gender equality.

Based on Art. 26 of the bylaws the members of the Board
of Statutory Auditors are appointed as follows:

> From the list obtaining the highest number of votes,
two standing auditors and two alternate auditors will be
taken in the order in which they appear on the list;

> The third standing auditor and the third alternate audi-
tor are drawn from the list with the second highest num-
ber of votes, in the order in which they appear;

> In the event the composition of the Board of Statutory
Auditors fails to comply with the law relating to gender
equality as a result of the votes cast, the candidates be-
longing to the more represented gender with the least
amount of votes on the list that receives the most votes
will be replaced by the number of candidates on the same
list needed to ensure compliance with the laws governing
gender equality. In the event that not enough candidates
of the least represented gender appear on the list that
receives the greatest number of votes, the shareholders
will appoint the missing standing and alternate statutory
auditors of the least represented gender with the majority
of votes required by law.

In the event of a tie between lists, a new ballot is held
between these lists on which all shareholders present at
the meeting shall vote. The candidates on the list win-
ning a simple majority of votes are elected in such a way,
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however, as to ensure that the composition of the Board
of Statutory Auditors complies with the current law rela-
ting to equal gender opportunities.

The first candidate on the list with the second highest
number of votes will be appointed Chairman of the Board
of Statutory Auditors.

Candidates for statutory auditor must meet the require-
ments set by law. For the purposes of judging the quali-
fications of those with at least three years’ experience in:
(a) professional activities or as confirmed university pro-
fessors in law, economics, finance or technical-scientific
subjects closely related to the Company’s business; or (b)
management roles at public bodies or public administra-
tions in sectors closely related to the Company’s business,
the following rules apply:

> All subjects per letter a) above that are associated with
the real estate business or other sectors pertaining to real
estate are considered to be closely related to the Com-
pany’s business;

> Sectors pertaining to real estate are those in which the
parent companies operate, or those that may be control-
led by or associated with companies operating in the real
estate business.

Those whose situations are incompatible with the title
and/or who do not satisfy the requirements of integrity
and qualification established by law, and those who are
standing auditors at more than five companies listed on
official Italian markets, may not be elected as statutory
auditors and, if elected, lose office. Positions held at pa-
rent companies, subsidiaries, or affiliates do not apply.

With regard to the Chairman of the Board of Statutory
Auditors, pursuant to Art. 148, par. 2 bis, TUF, the former
was appointed by the Shareholders’ Meeting from the mi-
nority list of candidates, in accordance with Articles 26.4
and 26.5 of the bylaws and the current norms and regu-
lations based on which the first candidate on the mino-
rity list with the second highest number of votes will be
appointed Chairman of the Board of Statutory Auditors.

3.14 // Composition and role of the Board of Statutory Auditors (pursuant to Art. 123-

bis, paragraph 2 (d) of TUF)

The Board of Statutory Auditors is comprised of Anna Ma-
ria Allievi, Chairman, Daniela Preite and Roberto Chiusoli,
Standing Auditors, and Pierluigi Brandolini, Laura Macri
and Paolo Prandi, Alternate Auditors.

The Board of Statutory Auditors was appointed during
the Annual General Meeting held on 1 June 2018 and wiill
remain in office through the date of the Shareholders’ Me-
eting convened to approve the annual report 2020.

Daniela Preite and Roberto Chiusoli, Standing Auditors,
as well as Pierluigi Brandolini and Laura Macri, Alternate
Auditors, were on the list n. 1 submitted by the majority
shareholder Coop Alleanza 3.0 for which 75.84% of the
shares represented at the AGM voted.

The Chairman of the Board of Statutory Auditors Anna
Maria Allievi and the Alternate Auditor Paolo Prandi were
on the list n. 4 submitted by the minority shareholders,
namely a group of asset management companies (which
hold 2.66% of the share capital) for which 18.27% of the
shares represented at the AGM voted.

The personal characteristics and professional background
of the single members of the Board of Statutory Auditors
are described below.

Anna Maria Allievi
Chairman of the Board of Statutory Auditors

Born in 1965, Ms. Allievi has a degree in Business Econo-
mics from Milan’s Cattolica University since 1992 and is
registered with Milan’s Role of Chartered Public Accoun-
tants since 1996 and is a registered Accounting Expert
since 1999. She has been part of the Role of Chartered Pu-
blic Accountants’ commissions and working groups since
2006 and, beginning in 2014, has written several articles
for the magazine “Il Revisore legale”. She is a Standing
Auditor for Credito Emiliano S.p.A. and CIR S.p.A., as well
as other premier companies like SERAM S.p.A. and pu-
blic entities. She has acted as counsel for several studies
after having matured significant experience as a Senior
Manager in Deloitte & Touche S.p.A. where she developed
specific expertise in Advisory and Quality Control and ul-
timately assisted clients’ BoDs in implementing strategic
improvements. She also holds the assignments listed in
Table 5.

Daniela Preite
Standing auditor

Born in 1969 in Ruffano (LE), Mr. Preite received a degree,
with honors, in economics and banking from the Univer-
sity of Salerno and received a PhD in business economics
from the University of Bari. He is an affiliate professor at
SDA Bocconi School of Management and Professor of bu-
siness economics at the University of Salento. Mr. Preite is
Vice Chairman of Coop Lombardia, member of the Scuola
Coop’s BoD, as well as a statutory auditor at /nsieme Salu-
te e di Cassa Mutualistica Interaziendale. He is the author
of numerous domestic and international publications on
management issues. Topics of discussion and research
at conventions in Italy and abroad include: Accounting
and Financial Statements, Planning and Control, General
Management, Performance, Accountability and Sustaina-
bility, Affiliate companies, Corporate Governance. He also
holds the offices listed in Table 5.

Roberto Chiusoli
Standing auditor

Born in 1964, Mr. Chiusoli received a degree in business
economics from the University of Bologna. He is a Char-
tered Public Accountant, registered with Bologna’s Role
of Chartered Public Accountants and Accounting Exper-
ts since 1992, and a Certified Auditor. From 1989 through
1991, he worked in the tax division of a firm that provided
legal and tax advisory services. From 1991 to 1996, he wor-
ked with Uniaudit S.p.a. auditing and certifying financial
statements and ultimately was the head of tax audit. In
the same sector, he worked with the financial audit firm
Reconta Ernst & Young on the audit and certification of
financial statements. As of 16 September 1996 Mr. Chiu-
soli is part of Legacoop Bologna where he is head of the
tax assistance bureau. He is the coordinator of the fiscal
services for Legacoop Emilia - Romagna. He is a member
of the control bodies of several joint stock companies. He
also holds the assignments listed in Table 5.

In 2019 the Board of Statutory Auditors met 7 (seven) ti-
mes on 11 February, 22 February, 19 March, 2 May, 31 July,
4 November, and 17 December with an overall attendance
equal to 90%. The Chairman Anna Maria Allievi and the
auditor Daniela Preite attended 100% of the meeting (at-
tending 7 out of 7 meetings), while the auditor Roberto
Chiusoli attended 71% of the meetings (5 out of 7 mee-
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tings).

Each meeting lasted an average of 1 hour and 30 minutes.
A few meetings were also held with, in particular, Com-
pany management, representatives of the external audit
company, as well as the Control and Risk Committee.

The Board of Statutory Auditors verified that its members
still qualify as independent as defined in the Corporate
Governance Code and in TUF during the meeting held on
25 February 2020, and notified the Board of Directors of
the outcome. With regard to auditor Roberto Chiusoli, the
Board of Statutory Auditors, also taking into account de-
clarations made by Mr. Chiusoli when accepting the assi-
gnment, found that there were no situations that could
compromise or impede this independence or the ability
to autonomously judge management’s operations. The
Board of Statutory Auditors concluded that the fact that
Chiusioli has been acting as a statutory auditor for more
than nine year does not compromise his independence.

The Board of Statutory Auditors supervises the work of
the external auditors.

Furthermore, shareholders grant the assignment to the
external auditors on the basis of the motivated opinion
submitted by the Board of Statutory Auditors.

Pursuant to Art. 19 of Legislative Decree n. 39/2010, the
Board of Statutory Auditors also acts as the Committee
for Internal Control and Financial Audit.

The statutory auditors, including individually, may carry
out inspections and controls, as well as request that the
Directors provide them with information about subsidia-
ries, about the status of corporate transactions or specific
issues, or refer these requests directly to the subsidiaries’
administrative and control bodies. The statutory auditors
may ask the Head of Internal Audit to carry out audits of
specific operating divisions or corporate transactions.

The Board of Statutory Auditors reports on its supervi-
sory activities and any findings to the Annual General Me-
eting called to approve the full year financial statements
in accordance with Art. 2364, paragraph 2, of the Italian
Civil Code.

The statutory auditors may also submit proposals to the
Annual General Meeting relating to the full year financial
statements and their approval, as well as to other matters
that they are responsible for.
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The Board of Statutory Auditors (at least two statutory
auditors), after having notified the Chairman of the Board
of Directors, can call the Shareholders’ Meetings, meetin-
gs of the Board of Directors and, if instituted, the Execu-
tive Committee.

The Board of Statutory Auditors, the external auditors,
the Control and Risk Committee, as well as all the other
entities involved in the supervision of the control systems,
will exchange information about the execution of their as-
signments in a timely manner.

The Board of Statutory Auditors is, at any rate, invited to
be proactive and not only reactive in its supervision. The
Statutory Auditors should advise the Board of Directors
as to the results of its controls so that the latter might
implement any corrective measures needed.

The Chairman of the Board of Statutory Auditors will not
only coordinate the work of the statutory auditors, but
will also act as the link with the other corporate entities
involved in the supervision of the control systems.

The members of the Board of Statutory Auditors in office
during the year, and any qualifications as independent as
per current regulations, are listed in tables 3 attached to
this report.

Diversity

The Board of Statutory Auditors is comprised of indivi-
duals with different professional and personal profiles; the
composition of the Board of Statutory Auditors also com-
plies with current law governing gender equality in effect
as of the renewal of the last board based on which at least
one third of the statutory auditors must be of the least
represented gender.

Toward this end, we remind that as of the shareholders’
meeting held on 19 April 2012, Coop Alleanza 3.0 soc.
coop. (formerly Coop Adriatica) and Unicoop Tirreno pre-
sented their lists for the renewal of the Company’s Board
of Directors and control body which included candidates
of the least represented gender as a result of voluntary
and early compliance with the regulations introduced in
Law 120/20T11.

On 1 January 2020, Law 160/2019 (the “Budget Law”)
took affect which amended Articles 147-ter, para.l-ter, and
148, para. 1-bis, of TUF, introduced in Law 120/2011.

Based on the Budget Law, the Board of Statutory Audi-
tors least represented gender must account for at least
two fifths of the board members and this criteria is appli-
cable for six consecutive mandates as of the first renewal
of the Board of Directors appointed subsequent to the

3.15 // Relations with Shareholders

The Board of Directors appointed an Investor Relations
Manager, Claudia Contarini, and set up a dedicated corpo-
rate unit: the IR Manager is part of the Planning, Control
and IR Division (of which Raffaele Nardi is in charge), whi-
ch reports directly to the Chief Executive Officer. There is
a specific section on the Company’s website (http://eng.
gruppoigd.it/Investor-Relations) which contains updated
information about the Company’s stock (performance,
dividend, ownership structure, etc.), annual and periodic
financial reports, press releases, presentations made by
management to the financial community, the financial
calendar and the corporate events calendar. Other in-
formation of potential interest to shareholders, including
information relating to Shareholders’ Meetings and the
Company’s governance system, can be found in the Go-
vernance section of the Company’s website (http:/www.
gruppoigd.it/Governance).

All the relevant information is published and updated in
real time in two languages (ltalian and English) on the
Company’s website. The Company also uses other means
to provide timely and easy access to information. Thanks

date on which the new law took effect. On 30 January
2020 CONSOB, in Bulletin no. 1, clarified that for boards
comprised of three members if the application of the cri-
terion results in a fractional number, the number may be
rounded to the lower amount.

to the use of a mailing list system, interested parties may
register on the website http:/www.gruppoigd.it/, and re-
ceive press releases, newsletters and financial reports im-
mediately after they have been released to the market. In
collaboration with the brokers that cover the Company’s
stock, road shows, meetings and conference calls (sche-
duled just after the annual and periodic financial results
are published or with the business plan is presented) are
organized which provide an opportunity for institutional
investors to meet with top management. The presenta-
tions made to the financial community are published on
the Company’s website.

In order to guarantee that the Shareholders’ Meetings are
conducted in an orderly fashion, during the Shareholders’
Meeting held on 26 March 2003, shareholders approved
the current Regulations for Shareholder Meetings, sub-
sequently updated, which are available on the corporate
website at https:/www.gruppoigd.it/en/governance/sha-
reholders-meeting
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3.16 // Shareholders’ Meetings (ex art. 123-bis, par.2 lett. ¢) TUF)

Pursuant to Art. 10.3 of the bylaws, the protocol for sha-
reholders’ meetings is formalized in a set of Regulations,
approved by the shareholders in ordinary session.

In accordance with the law, the Shareholders’ Meetings are
convened as per the notice published on the Company’s
website and in at least one national daily newspaper.

Under Art. 125-bis TUF the notice of call must be publi-
shed at least 30 days prior to the day in which the Sha-
reholders’ Meeting is to be held. The timeframe is diffe-
rent when the Shareholders’ Meetings are called to (i)
appoint members of the corporate bodies (i.e. 40 days
prior to the day in which the Shareholders’ Meeting is to
be held); (ii) resolve on takeover bids (i.e. 15 days prior to
the day in which the Shareholders’ Meeting is to be held);
and (iii) resolve on reducing share capital and appoint
and remove a liquidator (i.e. 21 days prior to the day in
which the Shareholders’ Meeting is to be held).

Pursuant to Art. 12.2 of the bylaws, in order to attend and
vote at the Shareholders’ Meetings, shareholders must
provide the Company with the certification issued by a
licensed intermediary indicating the shareholdings recor-
ded as of the seventh trading day prior to the date set for
the Shareholders’ Meeting in first call (the record date).
Under Art. 83-sexies, art.2, TUF, any movements in the
shareholdings subsequent to this period will not be consi-
dered for the purposes of voting rights.

Pursuant to Art. 13 of the bylaws, those in possession of
voting rights may be represented via a written proxy sub-
mitted in accordance with the law. The proxy may also
be made by submitting a request with an electronic si-
gnature as well as by accessing a specific section on the
Company’s website and via certified e-mail submitted in
accordance with the procedures indicated in the notice
of call.

For each Shareholders’ Meeting the Company may also
designate, as indicated in the notice of call, a party to
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whom those entitled to do so may grant a proxy with vo-
ting instructions relative to all or a few of the items on the
agenda in accordance with the law.

Shareholders may submit questions relating to the items
on the agenda prior to the Shareholders’ Meeting. The
questions received prior to the Shareholders’ Meeting will
be answered, at the latest, during the meeting itself. The
deadline for submitting questions to the Company prior
to the Shareholders’ Meeting is indicated in the notice of
call. This deadline cannot be less than five trading ses-
sions prior to the date of the Shareholders’ Meeting in first
or single call or the seventh day of trading prior to the
date of the Shareholders’ Meeting (the record date) if it
is indicated in the notice of call that the Company will
answer the questions received prior to the Shareholders’
Meeting. In this case the answer will be provided at least
two days prior to the Shareholders’ Meeting including via
a specific section of the Company’s website. Proof of vo-
ting rights may be submitted subsequent to having sent
the question provided it is received within three days of
the record date. No answer is required when the informa-
tion requested is available in a specific Q&A section of the
Company’s website.

The current Regulations for Shareholder Meetings are de-
signed to guarantee that the Shareholders’ Meetings are
conducted in an orderly fashion and in full respect of the
rights of each shareholder to request clarifications in rela-
tion to certain issues being discussed, to express opinions
and submit proposals.

3.17 // Additional Corporate Governance Practices (pursuant to Art. 123-bis, comma 2,

lett. a), TUF)
The Company adopted the Decree 231/2001 Organizatio-

nal Model as described in more detail in paragraph 3.11.03,
to which you should refer.

3.18 // Subsequent Events

No changes took place in the corporate governance structure following the end of the year.

3.19 // Comments on the letter dated 19 december 2019 received from the chairman of
the italian corporate governance committee

On 23 December 2019 the Company shared the letter re-
ceived from the Chairman of the Italian Corporate Gover-
nance Committee on 19 December 2019 with the Chair-
man of the Board of Directors and the Chairman of the
Board of Statutory Auditors, while on 24 February 2020
the letter was shared with the entire Board of Directors
and Board of Statutory Auditors.

Subsequently the content of the letter was discussed du-
ring both a meeting of the independent directors held on
27 February 2020 and the Board of Directors meeting
held on the same day, convened to approve the draft fi-
nancial statements at 31 December 2019.
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TABLES TABLES
TABLES > TABLE 1: INFORMATION ON THE OWNERSHIP STRUCTURE
Share Capital Structure
// TABLE 1
“Information on the ownership structure” N° of shares % of share capital Listed (indicate in which Rights and obligations
market) / Not listed
Listed on the electronic
// TABLE 2 stock market (MTA)
“Structure of the Board of Directors and Committees until 31 December 2019” Ordinary shares 110,341,903 100% g;ggg'rzsgcftZ'l‘ignr;asnsgAeOf -
STAR segment
// TABLE 3
“Structure of the Board of Statutory Auditors until 31 December 2019”
Significant interest in share capital based on communications ex art. 120 and other information available to the company.
// TABLE 4
“Offices held in other companies by Directors as at 31 December 2019” Declarant Direct shareholders % of ordinary capital % of voting capital
Coop Alleanza 3.0 Coop Alleanza 3.0 40.92% 40.92%
// TABLE 5
Unicoop Tirreno Unicoop Tirreno 9.86% 9.86%

“Offices held in other companies by Statutory Auditors as at 31 Deceber 2019”
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TABLES

> TABLE 2: STRUCTURE OF THE BOARD OF DIRECTORS AND COMMITTEES UNTIL 31 DECEMBER 2019

Office Members
Chairman [ J Elio Gasperoni
Vice-Chairman Rossella Saoncella
ghief Executive o Claudio Albertini
Director Gian Maria Menabo
Director Eric Jean Véron
Director Livia Salvini
Director Luca Dondi Dall'Orologio
Director Sergio Lugaresi
Director Elisabetta Gualandri
Director Alessia Savino

N. of meetings held during the year under review (from 1january 2019): 10

Year of birth

1953

1954

1958

1959

1974

1957

1972

1957

1966

1955

1967

Board of Directors

Date of firts
appointment *

15/4/2015

15/4/2015

28/4/2006

1/6/2018

1/6/2018

19/4/2012

3/3/2006

1/6/2018

1/6/2018

19/4/2012

1/6/2018

In office since

6/6/2018

6/6/2018

6/6/2018

1/6/2018

1/6/2018

1/6/2018

1/6/2018

1/6/2018

1/6/2018

1/6/2018

1/6/2018

In office until
Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Approval of Financial Statement at
31/12/2020

Quorum required for submitting lists by minorities for the appointment of one or more members
(ex art. 147-ter TUF): 2.5% of the share capital
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List

%

NOTE

Board of Directors

Exec. Non Indep. as per Indep. N._of other
exec. the Code under TUF appointments ***

X 3
X X -

X -
X -

X X 14

X X 2

X X 2

X X -

X X -

X X 3

X 4

Control and Risk Committee: 6

™

10/10

10/10

10/10

7/10

10/10

8/10

10/10

7/10

10/10

7/10

9/10

Nominations and Compensation Committee: 5

Nominations and
compensation

Related Party

Control and Risk .
Transactions

Committee

Committee Committee
™ (Gw) ™ Q) ™ ()
5/5 P

2/2 M
4/5 M 2/2 M
6/6 M 2/2 P
6/6 M
5/5 M
6/6 P

Related Party Transactions Committee

Quorum required for submitting lists by minorities for the appointment of one or more members
(ex art. 147-ter TUF): 2.5% of the share capital

Symbols listed below must be entered in the “Office” column:

* %

This symbol indicates the administrator in charge of the
internal control and risk management system,

This symbol indicates the main responsible of the Issuer
management (Chief Executive Officer or CEQ),

This symbol indicates the Lead Indipendent Director
(LID),

By date of first appointment of each director we refer
to the date in which the director has been appointed for
the first time (ever) on the Issuer’ BoD;

This column indicates whether the director was elected
from a Majority list “M”: a minority list “m”; and list
presented by the BoD,

™

(&)

This column repeorts the number of appointments held
by the person concerned as director or statutory
auditor in other companies listed on regulated

markets, in Italy or abroad, or in financial, banking,
insurance or other large companies.

In the corporate governance report the offices are
extensively indicated;

Attendance at the BoD and Board committee
meetings is indicated in this column (indicate
the number of meetings attended out of the
total number of meetings held, i.e. 6/8; 8/8 etc);,

The directors’ role in the Board committees is indicated
in this column: “C”: chairman, "M”: member.
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> TABLE 3: “OFFICES HELD IN OTHER COMPANIES BY DIRECTORS AS AT 31 DECEMBER 2019”

Board of Statutory Auditors

Office Members Yefa\r of Date_ of firts* In gffice
birth  appointment since
Chairman Anna Maria Allievi 1965 15/4/2015 1/6/2018
Standing Auditor Daniela Preite 1969 1/6/2018 1/6/2018
Standing Auditor Roberto Chiusoli 1964 28/4/2006 1/6/2018
Alternate Auditor Pierluigi Brandolini 1970 15/4/2015 1/6/2018
Alternate Auditor Laura Macri 1970 1/6/2018 1/6/2018
Alternate Auditor Paolo Prandi 1961 1/6/2018 1/6/2018

NOTE

*

kKK

AUDITORS TERMINATED DURING THE RELEVANT YEAR

Surname Name

Number of meetings held during the year under review: 7

In office until
Approval of Financial
Statement at 31/12/2020

Approval of Financial
Statement at 31/12/2020

Approval of Financial
Statement at 31/12/2020

Approval of Financial
Statement at 31/12/2020

Approval of Financial
Statement at 31/12/2020

Approval of Financial
Statement at 31/12/2020

List

*o

Indip. as
per the
code

X

X

Attendance
at the Board
of Statuatory
Auditors’
meetings ***

7/7

7/7

5/7

Quorum required for submitting lists by minorities for the appointment of one or more members (ex art. 148 TUF): 2.5% of the share capital

By date of first appointment of each auditor we refer
to the date in which the auditorr has been appointed
for the first time (ever) on the Issuer’ Board of Stuatory
Auditors,

This column indicates whether the auditor was elected
from a Majority list “M” or @ minority list “m”;

Attendance at the Board of Statutory Auditors
meetings is indicated in this column (indicate
the number of meetings attended out of the
total number of meetings held, i.e. 6/8; 8/8 etc),

This column reports the number of appointments
held by the person concerned as director or statutory
auditor pursuant to art.148 bis of TUF and its
implementing provisions contained in the

Consob Issuer Regulations.

The full list of offices is published by Consob on its
website pursuant to Art.144-quinquiesdecies of the
Consob Issuer Regulations.
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> TABLE 4 “OFFICES HELD IN OTHER COMPANIES BY DIRECTORS AS AT 31 DECEMBER 2019~

Directors

N. of other

appointments
.

ELIO GASPERONI

= Chairman

ROSSELLA SAONCELLA
22 Vice Chairman

CLAUDIO ALBERTINI
Chief Executive Officer

GIAN MARIA MENABO
Director

ERIC JEAN VERON
Director

LIVIA SALVINI
Director

LUCA DONDI DALL'OROLOGIO
Director

SERGIO LUGARESI
Director

TIMOTHY GUY MICHELE SANTINI
Director

ELISABETTA GUALANDRI
Director

ALESSIA SAVINO
Director

Office held

Director
Chairman of BoD.
Director
/

/

/

Chief Executive Officer
Chief Executive Officer
Chief Executive Officer
Sole Manager
Director
Chief Executive Officer
Chief Executive Officer
Chief Executive Officer
Chief Executive Officer
Chief Executive Officer
Chief Executive Officer
Sole Manager
Sole Manager
Chief Executive Officer
Standing Auditor
Chairman of the Board of Statutory Auditors
Chief Executive Officer
Director
/

/

Director
Director
Director
Vice Chairman of BoD.
Member of the Executive Committee
Director

Director

Company

FEDERAZIONE DELLE COOPERATIVA DELLA
PROVINCIA DI RAVENNA S.C.P.A.

MER.CO.RA. S.R.L.
PARFINCO S.P.A.
/

/

/

Bonsol S.R.L.
IFP S.R.L.
IMPIANTI FTV S.R.L.
NEPHOS S.R.L.
RED FOAL S.R.L.

VAILOG COLLEFERRO S.R.L.
VAILOG ER 1 S.R.L. con Socio Unico
VAILOG ER 2 S.R.L.
VAILOG ER 3 S.R.L.
VAILOG S.R.L.

NEPHOS PROPERTY MANAGEMENT S.R.L.
NEPHOS HOLDING B.V.
NOREV BV.

VALPAR BV.

ATLANTIA S.P.A.
COOPFOND S.P.A.
NOMISMA - SOCIETA DI STUDI ECONOMICI S.P.A.

NE - NOMISMA ENERGIA S.R.L.

ABISERVIZI S.P.A.
MAT3D S.R.L.
BPER BANCA S.P.A.
SO.GE.FIN. S.R.L.
SIMGEST S.PA.
FACTORCOOP S.P.A.

ENERCOOP TIRRENO S.P.A.
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> TABLE 5: OFFICES HELD BY THE STATUATORY AUDITORS AS AT 31 DECEMBER 2019

Auditor Offices held Company Auditor Offices held Company
Standing Auditor CREDEM S.P.A. Standing Auditor UNIPOL GRUPPO S.P.A.
Standing Auditor CIR S.PA. Standing Auditor COMPAGNIA ASSICURATRICE LINEAR S.P.A.
Standing Auditor SERAM S.P.A. Chairman of the Board of Statuatory Auditors GRANAROLO S.PA.
Chairman of the Board of Statuatory Auditors CEM S.PA. Chairman of the Board of Statuatory Auditors GRUPPO UNA S.P.A.
ANNA MARIA ALLIEVI Chairman of the Board of Statuatory Auditors AEMME LINEA AMBIENTE SR.L. Standing Auditor SACMI IMOLA S.C.

Board Statutory Auditors

Standing Auditor ASM S.R.L. Chairman of the Board of Statuatory Auditors CAMST S.C. AR.L.
Chairman of the Board of Statuatory Auditors CERNUSCO VERDE S.R.L. Chairman of the Board of Statuatory Auditors CEFLA S.C.
Standing Auditor ATINOM S.P.A. in liquidazione Standing Auditor SIAT S.P.A.
Chairman of the BoD. COOPERATIVA LE SFERE S.A.R.L. Member of the Supervisory Board CONSORZIO INTEGRA S.C.
Standing Auditor A2A RINNOVABILI S.P.A. Chairman of the Board of Statuatory Auditors ROBINTUR S.P.A.
Vice Chairman of the BoD. COOP LOMBARDIA SOC.COOP. AR.L. Standing Auditor UNIPOL INVESTMENT S.P.A.
ROBERTO CHIUSOLI
Directors SCUO'-Adce:fl)eogo'o';:rt:tti?,e'\‘jfg’;jgﬁﬂ;t':grrimam”e Standing Auditor Standing Auditor CASA DI CURA VILLA DONATELLO S.PA.
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4.1 CONSOLIDATED INCOME STATEMENT 4.1 CONSOLIDATED INCOME STATEMENT

4.1 // Consolidated income statement

31/12/2019 31/12/2018 Change 31/12/2019 31/12/2018 Change
(In thousands of Euros) Note ) (B (A)-(B) (In thousands of Euros) Note A B (A)-(B)
Revenue 1 155,259 151,760 3,499 Financial Income 86 92 (6)
Revenues from third parties 13,375 109,105 4,270 Financial income from third parties 84 89 (5)
Revenues from related parties 41,884 42,655 (771) Financial income from related parties 2 3 (¢))
Other revenue 2.1 6,383 6,309 74
Financial Charges 36,840 32,590 4,250
Other revenues from third parties 3,791 3,869 (78)
Financial Charges from third parties 36,736 32,554 4,182
Other revenues from related parties 2,592 2,440 152
Financial Charges from related parties 104 36 68
Revenues from property sales 2.2 406 4,445 (4,039)
Operating revenues 162,048 162,514 (466) Net financial income (expense) 9 (36,754) (32,498) (4,256)
Change in inventory 6 1,288 (4,365) 5,653 Pre-tax profit 13,602 48,664 (35,062)
Income taxes 10 1,01 2,276 (1,265)
Revenues and change in inventory 163,336 158,149 5,187
NET PROFIT FOR THE PERIOD 12,591 46,388 (33,797)
Construction costs for the period 6 1,729 564 1,165
Non-controlling interests in (profit) / loss for the period - - -
Service costs 3 15,847 23,889 (8,042)
Service costs from third parties 12,587 20,684 (8,097) Profit / (loss) for the period attributable to the Parent Company 12,591 46,388 (33,797)
Service costs from related parties 3,260 3,205 55
Basic earnings per share n 0.114 0.459 (0.345)
Cost of labour 4 10,217 9,810 407
Diluted earnings per share 1 0.114 0.459 (0.345)
Other operating costs 5 10,823 10,372 451
Total operating costs 38,616 44,635 (6,019)
Depreciatoins, amortization and provisions (1,026) (1,104) 78
(Impairment losses) / Reversals on work in progress and inventories (992) (234) (758)
Provisions for doubtful accounts (561) (884) 323
Change in fair value (71,796) (42,902) (28,894)
Net revaluation acquisition - 12,857 (12,857)
Depreciation, amortization, provisions, impairment and change in fair value 7 (74,375) (32,267) (42,108)
EBIT 50,345 81,247 (30,902)
Income / (loss) from equity investments and asset disposal 8 n (85) 96
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4.2 CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 4.3 CONSOLIDATED STATEMENT OF FINANCIAL POSITION
4.2 // Consolidated statement of comprehensive income 4.3 // Consolidated statement of financial position

(In thousands of Euros) 31/12/2019 31/12/2018 (In thousands of Euros) Note 31/1(213019 31/1(2é5018 %:)a_rgg;z

Net profit for the period 12,591 46,388 NON CURRENT ASSETS:

Intangible assets with finite useful lives
Other components of comprehensive income that will not be reclassified

to profit
Goodwill 12 50 34 16
Recalculation of defined benefit plans (290) 262
13 12,485 12,662 a77)
Total other components of comprehensive income that will not be (290) 262
reclassified to profit / (loss)
12,535 12,696 (161)

Other components of comprehensive income that will be reclassified to

profit / (10ss) Property, plant, and equitipment

Effects of hedge derivatives on net equity (820) 3,181 Investment property 14 2,365,214 2,346,527 18,687
Tax effects of hedge derivatives on net equity 278 (684) Buildings 15 7,643 7,887 (244)
Other effects on income statement components (133) (10) Plant and machinery 16 161 213 (52)
;I'gtslo%tp?r(lzirgponents of comprehensive income that will be reclassified (675) 2,487 Equipment and other goods 16 1,166 968 198
Total comprehensive profit / (loss) for the period 11,626 49,137 Leasehold improvements 16 (o] 547 (547)
Asset under construction and advance payments 17 40,827 36,563 4,264
Non-controlling interests in (profit) / loss for the period (o] (o]
2,415,011 2,392,705 22,306
Eroonfqi;érg\yoss) for the period attritable to the Parent 1,626 49,137 Other non-current assets
Sundry receivables and other non-current assets 19 18 m 7
Equity investments 20 223 277 (54)
Non-current financial assets 21 174 243 (69)
515 631 (116)
TOTAL NON-CURRENT ASSETS (A) 2,428,061 2,406,032 22,029

CURRENT ASSETS:

Work in progress inventory and advances 22 33,602 33,213 389

Trade and other receivables 23 1,n4 12,916 (1,802)
Related party trade and other receivablles 24 921 2,024 (1,103)
Other current assets 25 3,084 5,438 (2,354)
Related parties financial receivables and other current financial assets 26 (o] 96 (96)

Cash and cash equivalents 27 128,677 2,472 126,205
TOTAL CURRENT ASSETS (B) 177,398 56,159 121,239
TOTAL ASSETS (A+B) 2,605,459 2,462,191 143,268

m IGD SIlQ S.P.A. - ANNUAL REPORT 2019 m



IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019 IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019
4.3 CONSOLIDATED STATEMENT OF FINANCIAL POSITION 4.4 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

4.4 // Consolidated statement of changes in equity

Non-controlling

31/12/2019 31/12/2018 Change Share Share premium Other Group Group net . - Total
(In thousands of Euros) Note (In thousands of Euros) . ) : interests capital )
(A) (B) (A)-(B) Capital reserve reserves profit equity and reserves net equity
NET EQUITY: Balance at 01/01/2019 749,738 31,504 410,109 60,987 1,252,338 (o] 1,252,338
Share capital 749,738 749,738 -
FTA IFRS 16 o (o] 1,886 o 1,886 [0} 1,886
Share premium reserve 30,058 31,504 (1,446)
Balance at 01/01/2019 post IFRS 16 749,738 31,504 411,995 60,987 1,254,224 o 1,254,224
Treasury share reserve (198) (492) 294
Other reserves 416,263 410,601 5,662 profit of the year o [0} (o] 12,591 12,591 o 12,591
i Cash flow hedge derivative
Group profit 15,153 60,987 (45,834) S —— o o) (542) (o] (542) o (542)
Total Group net equity 1,211,014 1,252,338 (41,324) Other comprehensive income (losses) o [0} (423) o (423) (o] (423)
Capital and reserves of non-controlling interests o] 0o 0 Total comprehensive profit (losses) (o] o (965) 12,591 1,626 o 11,626
TOTAL NET EQUITY (C) 28 1,211,014 1,252,338 (41,324)
Sale of treasury shares o [0} 294 o 294 [o] 294
NON CURRENT LIABILITIES:
Change in capital increase costs (o] o 23 o 23 (o] 23
Derivatives - liabilities 42 17,365 17,364 1
Allocation of 2018 profit
Non-current financial liabilities 29 1,232,669 884,197 348,472
Dividends paid o (1,446) (557) (53,150) (53,153) o (53,153)
Previsions for employee severance indemnities 30 3,057 2,567 490
To legal reserve (o] (o] 1,893 (1,893) (o] [o] (o]
Deferred tax liabilities 18 26,313 26,340 (27)
To other reserve (o] (o] 3,382 (3,382) (o] [o] (o]
Previsions for risks and future charges 31 4,068 5,567 (1,529)
Balance at 31/12/2019 749,738 30,058 416,065 15,153 1,211,014 o 1,211,014
Sundry payables and other non-current liabilities 32 8,152 7,850 302
Related parties sundry payables and other non-current liabilities 32 13,721 11,892 1,829
TOTAL NON-CURRENT LIABILITIES (D) 1,305,345 955,807 349,538

CURRENT LIABILITIES:

Current financial liabilities 33 58,820 226,475 (167,655)
Trade and other payables 34 15,960 14,301 1,659
Related parties trade and other payables 35 1,031 736 295
Current tax liabilities 36 2,601 2,373 228
Other current liabilities 37 10,688 10,161 527
TOTAL CURRENT LIABILITIES (E) 89,100 254,046 (164,946)
TOTAL LIABILITIES (F=D+E) 1,394,445 1,209,853 184,592
TOTAL NET EQUITY AND LIABILITIES (C+F) 2,605,459 2,462,191 143,268
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IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019 IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019
4.4 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 4.5 CONSOLIDATED STATEMENT OF CASH FLOWS

4.5 // Consolidated statement of cash flows

Non-controlling

) Share premium Other Group Group net . . Total
(In thousands of Euros) Share Capital reserve cserves profit equity interests capital net equity (In thousands of Euros) 31/12/2019 31/12/2018
and reserves
Balance at 01/01/2018 599,760 29,971 384,832 101,190 1,115,753 (o] 1,115,753 CASH FLOW FORM OPERATING ACTIVITIES:
Pre-tax profit 13,602 48,664
FTA IFRS 9 o (o] (4,354) (o] (4,354) [o) (4,354)
Adjusments to reconcile net profit with cash flow generated (absorbed)
by operating activities:
Balance at 01/01/2018 post IFRS 9 599,760 29,971 380,478 101,190 1,111,399 o 1,111,399
Financial charges / (income) 36,752 32,590
Profit of the year o [0} [0} 46,388 46,388 [0} 46,388 Depreciation, amortization and provisions 1,026 1,104
Cash flow hedge derivative . .
R i o o 2,497 o 2,497 (o] 2,497 Writedown of receivables 561 884
Other comprehensive income (losses) o (o} 252 o 252 o 252 (Impairment losses) / reversal on work in progress 992 234
Total comprehensive profit (losses) o o 2,749 46,388 49,137 o 49,137 Changes in fari value - increases / (decreases) 71,796 42,902
Net (Revaluation) of the acquisition on 4 business divisions (o] (12,857)
Share capital increase 149,978 (o] (o] o 149,978 (o] 149,978
Gains/losses from disposal - equity investments (o] 85
Sale of unexercised rights option (o] 1,553 (o] (o] 1,533 (o] 1,533
CASH FLOW FROM OPERATING ACTIVITIES 124,729 113,606
Share capital increase costs o (o] (4,172) o (4,172) (o] 4,172)
Financial charge paid (35,385) (30,040)
Sale of treasury shares (o] (o] (366) o (366) (o] (366)
Income tax (1,476) (1,429)
Allocation of 2017 profit
CASH FLOW FROM OPERATING ACTIVITIES NET OF TAX 87,868 82,137
Dividends paid o (o] (o] (55,171) (55,171) [o) (55,171)
Change in inventory (1,309) 4,176
To legal reserve o o o (o] o o (o]
Net change in current assets and liabilities w. third parties 7,343 (4,160)
To other reserve [o] (o] 31,420 (31,420) (o] (o] [o]
Net change in non-current assets and liabilities w. third parties (1,368) (1,188)
Balance at 31/12/2018 749,738 31,504 410,109 60,987 1,252,338 o 1,252,338
CASH FLOW FROM OPERATING ACTIVITIES 92,534 80,965
(Investments) in non-current assets (40,236) (20,279)
Disposal of non-current assets 12,800 36
(Investment) in 4 business divisions net of cash and cash equivalents aquired (o] (104,640)
(Investment) in equity interests (59) o
CASH FLOW FROM INVESTING ACTIVITIES (27,495) (124,883)
Change in non-current financial assets 69 (8)
Change in financial receivables and other current financial assets [0} 42
Disposal/(purchase) of treasury shares 294 (366)
Capital increase net of costs 23 147,339
Distribution of dividends (55,153) (55,171)
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4.5 CONSOLIDATED STATEMENT OF CASH FLOWS

IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

4.6 NOTES TO THE FINANCIAL STATEMENTS

(In thousands of Euros)

Change in current debt

Change in non-current debt

CASH FLOW FROM FINANCIG ACTIVITIES

Exchange rate differences on cash and cash equivalents
NET INCREASE (DECREASE) IN CASH BALANCE
CASH BALANCE AT BEGINNING OF THE PERIOD

RGD Ferrara cash balance

CASH BALANCE AT END OF THE PERIOD

@ IGD SIlQ S.P.A. - ANNUAL REPORT 2019

31/12/2019

(177,391)

293,379

61,221

133)

126,127

2,472

78

128,677

31/12/2018

(7,271)

(40,674)

43,891

(10)

37)

2,509

(o]

2,472

4.6 // Notes to the financial statements

4.6.1 // General information

The consolidated financial statements of Immobiliare
Grande Distribuzione SIIQ S.p.A. at 31 December 2019
were approved and authorized for publication by the Bo-
ard of Directors on 27 February 2020.

IGD SIIQ S.p.A. is a subsidiary of Coop Alleanza 3.0 Soc.
Coop. and is under the management and coordination of
that company.

4.6.2. // Summary of accounting standards

4.6.2.1. // Preparation criteria

> Statement of compliance with International Ac-
counting Standards

The 2019 consolidated financial statements have been
prepared in accordance with the IFRS (International Fi-
nancial Reporting Standards) issued by the IASB (Interna-
tional Accounting Standards Board) and approved by the
European Union, and with instructions issued in complian-
ce with Art. 9 of Legislative Decree 38/2005. The term
“IFRS” encompasses all of the International Accounting
Standards (IAS) and all interpretations published by the
International Financial Reporting Interpretations Com-
mittee (IFRIC), including those previously issued by the
Standing Interpretations Committee (SIC), that as of the
reporting date had been endorsed following the proce-
dure specified in Regulation (EC) 1606/2002. The IFRS
have been applied consistently to all reporting periods
presented.

> Reporting formats

The items in the statement of financial position have been
classified as current or non-current, and those in the inco-
me statement by type.

The statement of comprehensive income shows the net
profit or loss along with income and charges that by
express requirement of IFRS are recognized directly in
equity.

The statement of changes in equity presents comprehen-
sive income and charges, transactions with shareholders
and other changes in shareholders’ equity.

The statement of cash flows is prepared using the indirect
method, adjusting the pre-tax profit for non-cash items.

The financial statements, tables and explanatory notes

are expressed in thousands of euro (€/000 or €K), unless
otherwise specified.

> Changes in accounting standards
a) New accounting standards

The new accounting standard IFRS 16 - Leases, which re-
places IAS 17 (“Leasing”) and its interpretations, has been
applied since 1 January 2019. A lessee holding a lease with
a term of more than 12 months is now required to reco-
gnize a right-of-use asset and a liability representing its
obligation to make lease payments. For the lessor, the di-
stinction between operating and finance leases remains
intact. IFRS 16 enhances disclosures for both lessors and
lessees.

The Group has used the simplified model for first-time
adoption of IFRS 16, recognizing a right-of-use asset of
an amount equal to the lease liability adjusted by any de-
ferred or accrued income relating to the lease recognized
in the statement of financial position immediately prior to
the date of first adoption. The right-of-use asset has been
recognized as investment property under property, plant
and equipment; in accordance with IFRS 16 and |IAS 40,
its fair value has been appraised by independent experts.
Changes in fair value have been recognized in a separate
equity reserve during the transition to the new standard,
and will subsequently be recognized under “Fair value
changes” in the income statement.

To determine the fair value of the right-of-use, for each
asset held under an operating lease (three malls that are
in turn rented to third parties and a parking lot at Centro
d’Abruzzo shopping center), the Group has discounted to
present value the estimated cash flows over the life of the
rental contracts. Unlike traditional real estate appraisals,
the terminal value at the end of the explicit period has not
been considered.

In light of the lease contracts for the parking lot and the
malls at Centro Nova, Centro Piave, and Fonti del Coral-
lo shopping centers, as of 1 January 2019 the Group has
recognized a right-of-use asset under investment pro-
perty in the amount of €66,431K and a lease liability of
€62,920K. The difference between the right-of-use asset
and the lease liability, deriving from the measurement of
assets on the basis of expected cash flows, is recognized
in a separate equity reserve amounting to €2,668K net
of the tax effect. As required by IAS 40, the value in use
of the malls at Centro Nova, Centro Piave, and Fonti del
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4.6 NOTES TO THE FINANCIAL STATEMENTS

Corallo shopping centers includes the value of plant and
leasehold improvements recognized separately until 31
December 2018 (€634K); therefore, as of 1 January 2019
the Group has written off that amount by reducing, net
of the tax effect, the positive equity reserve for first-time
adoption of IFRS 16.

Under the rules for first-time adoption of IFRS 16, the va-
lue of the commercial licenses for the mall at Fonti del
Corallo shopping center has been reduced by €300K to
bring it into line with selling value.

The net positive impact of IFRS 16 on shareholders’ equi-

ty at 1 January 2019, net of the tax effect, amounts to
€1,886K.

In accordance with IAS 40, at the end of every financial
period the Group will adjust the right-of-use assets reco-
gnized under investment property on the basis of inde-
pendent appraisals. At 31 December 2019 this fair value
adjustment led to a writedown of €11,851K.

The table below shows the income statement effects of
IFRS 16 for the period ended 31 December 2019:

> EFFECTS OF IFRS 16 FOR THE PERIOD ENDED 31 DECEMBER 2019

Amounts in thousand of Euro 31.12.2019
Lower payable leases 2019 10,302
Lower depreciation due to plants transfer and improvement on leasehold goods in “Centro 310
Nova” and “Centro Piave”

Higher impairment due to rights of use of the shopping centers affected by IFRS16 (11,851)
measured at fair value ’
Higher financial charges (1,931)
Fiscal effect 832
Income statement total negative effect due to IFRS16 adoption (2,338)

In adopting IFRS 16, the Group has opted for the exemp-
tion permitted by IFRS section 16:5 (a) with respect to
short-term leases. Likewise, the Group has opted for the
exemption permitted by IFRS 16:5 (b) with respect to lea-
ses for which the underlying asset qualifies as low-value.
For these leases, the introduction of IFRS 16 has not resul-
ted in the recognition of a lease liability and right-of-use
asset, but the lease installments are recognized in profit
or loss on a straight line basis over the lease term.

On December 12, 2017 the IASB published “Annual Impro-
vements to IFRSs: 2015-2017 Cycle.” The main improve-
ments concern:

> IFRS 3 Business Combinations and IFRS 11 Joint
Arrangements

To clarify that when an entity obtains control of a business
that is a joint operation, it remeasures previously held in-
terests in that business. This is not the case if an entity
obtains joint control.

> |AS 12 Income Taxes

to clarify that all income tax consequences of dividends
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(including payments on financial instruments classified as
equity) are recognized consistently with the transactions
that generated the distributable profits - i.e. in profit or
loss, OCI or equity.

Adoption of the amendment has not affected the Group’s
consolidated financial statements.

On 7 February 2018 the IASB published the document
“Plan Amendment, Curtailment or Settlement (Amend-
ments to IAS 19)” to clarify how an entity should treat an
amendment, curtailment or settlement of a defined bene-
fit plan. The entity is now required to update assumptions
and remeasure the net liability or asset arising from the
plan, and after the event takes place, it must use those
updated assumptions to measure the current service cost
and net interest for the period after the remeasurement.
The rule has not affected the Group’s consolidated finan-
cial statements.

On 7 June 2017 the IASB published “Uncertainty over
Income Tax Treatments (IFRIC Interpretation 23)”. The
interpretation requires entities to analyze uncertain tax
treatments (individually or collectively, depending on the

circumstances) on the assumption that the taxation au-
thority will examine the amounts and will have full know-
ledge of all relevant information when doing so. If the
entity concludes that it is not probable that the taxation
authority will accept a particular tax treatment, it has to
reflect the impact of the uncertainty when measuring its
current and deferred income taxes. The interpretation in-
cludes no new mandatory disclosures, but requires the
entity to determine whether it should provide information
on the considerations made by management regarding
the uncertainty of its accounting tax position, in accor-
dance with IAS 1. The new interpretation has been applied
since 1January 2019. The rule has not affected the Group’s
consolidated financial statements.

b) Accounting standards, amendments, and interpreta-
tions not yet effective and not applied in advance by the
Group

> On 31 October 2018 the IASB published the document
“Definition of Material (Amendments to IAS 1 and IAS
8)”, which changed the definition of the term “material”
in IAS 1 - Presentation of Financial Statements and IAS
8 - Accounting Policies, Changes in Accounting Estimates
and Errors. This amendment aims to make the definition
of “material” more specific and introduces the concept of
“obscured information” alongside the concepts of omit-
ted or incorrect information already present in the two
standards. It clarifies that information is “obscured” if it
has been described in such a way as to have an effect
on primary readers of financial statements similar to that
which would have occurred if such information had been
omitted or incorrect. The changes were approved on 29
November 2019 and apply to all transactions after 1 Ja-
nuary 2020. The directors do not expect the amendment
to have a significant impact on the consolidated financial
statements.

> On 29 March 2018, the IASB amended the “References
to the Conceptual Framework in IFRS Standards.” The
amendment is effective for periods beginning on or after
1 January 2020, although early adoption is permitted.
The Conceptual Framework defines the basic concepts
for financial reporting and guides the Board in its deve-
lopment of the IFRS. It helps ensure that the standards
are conceptually consistent and that similar transactions
are treated in the same way, to provide useful informa-
tion to investors, lenders and other creditors. The Con-
ceptual Framework helps companies develop accounting
policies when no IFRS applies to a particular transaction
and, more generally, assists all parties in understanding
and interpreting the IFRS. The directors do not expect the

amendment to have a significant impact on the consolida-
ted financial statements;

> On 26 September 2019, the IASB published “Amend-
ments to IFRS 9, IAS 39 and IFRS 7: Interest Rate Ben-
chmark Reform.” These modify IFRS 9 - Financial Instru-
ments and IAS 39 - Financial Instruments: Recognition
and Measurement, as well as IFRS 7 - Financial Instrumen-
ts: Disclosures. Specifically, the amendment introduces
temporary exceptions to some of the hedge accounting
requirements, to mitigate the impact of uncertainty on
future cash flows while the IBOR reform is still ongoing.
The amendment also requires companies to make addi-
tional financial statement disclosures on the hedging rela-
tionships directly affected by the uncertainty of the IBOR
reform to which they apply these exceptions. The amend-
ments are effective from 1 January 2020, with early adop-
tion permitted. The directors do not expect them to have
an impact on consolidated financial statements.

C) Accounting standards not yet endorsed by the Euro-
pean Union

As of the date these accounts were approved, the Eu-
ropean Union had not yet completed the endorsement
process necessary for adopting the following accounting
standards and amendments:

> On 22 October 2018 the IASB published the document
“Definition of a Business (Amendments to IFRS 3)”’, whi-
ch provides clarifications on how to define a business for
the purposes of correctly applying IFRS 3. Specifically, it
clarifies that while a business usually creates an output, the
presence of an output is not strictly necessary to identify
a business where there is an integrated set of activities/
processes and assets. However, to satisfy the definition of
a business, an integrated set of activities/processes and
assets must include, at a minimum, an input and a sub-
stantive process that together significantly contribute to
the ability to create an output. To that end, the IASB has
replaced the phrase “ability to create outputs” with “abili-
ty to contribute to the creation of outputs” to clarify that
a business can exist even if it does not have all the inputs
and processes needed to produce an output. The amend-
ment has also added an optional “concentration test,”
which allows an entity to exclude a business if the price
paid for it refers substantially to a single asset or a group
of assets. The changes apply to all business combinations
and asset acquisitions occurring after 1 January 2020;

> On 18 May 2017 the IASB published “IFRS 17 - Insuran-
ce Contracts”, which will replace IFRS 4 of the same de-
signation. The new standard aims to make sure an entity




IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

4.6 NOTES TO THE FINANCIAL STATEMENTS

IGD GROUP: CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

4.6 NOTES TO THE FINANCIAL STATEMENTS

gives pertinent information that accurately represents the
rights and obligations arising from insurance contracts
issued. The IASB developed the standard to eliminate
inconsistencies and weaknesses of existing practices, by
providing a single, principle-based framework to account
for all insurance contracts, including reinsurance con-
tracts. The new standard also includes presentation and
disclosure requirements to improve comparability among
the entities belonging to this sector. Entities must apply
the new standard to insurance and reinsurance policies
issued, to reinsurance policies held, and to investment
contracts with a discretionary participation feature (DPF).
The standard is effective from 1 January 2021.

4.6.2.2. // Consolidation
a) Scope of consolidation

The consolidated financial statements have been drawn
up on the basis of the draft financial statements at 31 De-

Asset / Liabilities values

Goodwill

Deferred tax assets

Receivables and other current assets

Cash

Assets

Financial liabilities to non current associates

Payables and other current liabilities

Liabilities

Net equity (A)

Acquisition value of equity investment in IGD Management (B)
Carrying amount of equity investment in IGD at 31 December 2018 (B)

Higher acquisition value vs. acquired assets / liabilities to goodwill (B-A)

Pursuant to Consob Circular DEM/6064293 of 28 July
2006, below is a list of Group companies showing the lo-
cation of their registered office, share capital in the local
currency and consolidation method. The interests held
directly or indirectly by IGD SIIQ S.p.A. and each of its
subsidiaries are also specified.
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cember 2019, prepared by the directors of the consoli-
dated companies and adjusted, where necessary, to align
them with the Group’s IFRS-compliant accounting and
classification policies. As mentioned in Section 2.1 of this
report, on 30 September 2019 the wholly-owned subsi-
diary IGD Management S.r.l. purchased the remaining 50%
of RGD Ferrara 2013 S.r.l. (owner of the Darsena City bu-
siness since 2013), of which it was previously joint owner.
Therefore, at 31 December 2019, the Group owned 100%
of RGD Ferrara 2013 S.r.l. and the subsidiary was consoli-
dated on a line-by-line basis. This entailed consolidating
its statement of financial position data as of 31 December
2019 and its income statement figures for the period 1 Oc-
tober 2019 - 31 December 2019.

In short, the acquisition of RGD Ferrara 2013 S.r.l. contri-
buted the following opening balance sheet figures at 30
September 2019 (in €/000):

30/09/2019

15
74
177
78
444
95
243
338
106
59

54

IGD SIlQ S.p.A., directly and indirectly, controls various
consortiums for the management of shopping centers
(costs relating to common areas and promotional activi-
ties). They are not consolidated as they are considered to
be immaterial.

Name

Parent company

IGD SIIQ S.p.A.

Subsidiaries fully
consolidated

IGD Management
S.rl.

Millennium Gallery
S.rl.

Porta Medicea S.r.l.

Win Magazin S.A.

Winmarkt
Management S.r.l.

Arco Campus
S.rl.

RGD Ferrara 2013
S.rl.

Registred office

Bologna via trattati
comunitari Europei
1957 - 2007

Bologna via trattati
comunitari Europei
1957 - 2007

Bologna via trattati
comunitari Europei
1957 - 2007

Bologna via trattati
comunitari Europei
1957 - 2007

Bucarest

Bucarest

Bologna via
dell’Arcoveggio
n.49/2

Bologna via trattati
comunitari Europei
1957 - 2007

Country

Italy

Italy

Italy

Italy

Romania

Romania

Italy

Italy

Share

capitale Currency

749,738,139.26  Euro

75,071,221.00 Euro

100,000.00 Euro

60,000,000.00 Euro

113,715.30 Lei

1,001,000 Lei

1,500,000.00 Euro

100,000.00 Euro

% of con-
solidated
Group
interest

100%

100%

100%

100%

100%

99.98%

100%

Held by

IGD SIIQ S.p.A.

IGD SIlQ S.p.A.

IGD
Management
Sl

IGD
Management
S.rl. 99.9%

IGD SllQ S.p.A.

0.01%

Win Magazin
S.A.

IGD SIIQ S.p.A.

IGD SIIQ S.p.A.

50% IGD
Management
S.r.l. 50%

% of share
capital held

100.00%

100.00%

100.00%

100.00%

100.00%

99.98%

100.00%

Activities

Shopping center
management

Shopping center
management and
services

Shopping center
management

Construction and
marketing company

Shopping center
management

Services, Agency and
facility management

Activities of asset
management,

sport facilities

and equipments
management,
construction, sale and
rent of properties to

be used for commercial
and sport activities

Darsena City shopping
center management
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Name Type of control
Owner consortium of SC Leonardo Direct
Owner consortium of SC | Bricchi Direct
Owner consortium of Centro Lame Direct
Consortium of SC Katane Direct
Consortium of SC Coné Direct
Consortium of SC La Torre - Palermo Direct
Owner consortium of SC Gran Rondo Direct
Owner consortium of SC Fonti del Corallo Direct
Consortium of SC Centrosarca Indirect
Consortium Porta a Mare Mazzini Direct
Consortium of RP Clodi Direct
Consortium of SC Centro Le Maioliche Direct
Consortium ESP Direct
Owner consortium of SC Puntadiferro Direct
Owner consortium of commercial area Direct
Commendone

Owner consortium of SC Direct

Le Porte di Napoli

b) Consolidation methods

The consolidated financial statements include the finan-
cial statements of the parent company, IGD SIIQ S.p.A.,
and its direct and indirect subsidiaries at 31 December
2019. The subsidiaries’ accounts are prepared each year
using the same accounting standards as the parent. The
main consolidation methods used to prepare the consoli-
dated financial statements are as follows:

> Subsidiaries are consolidated from the date control is
effectively transferred to the Group, and cease to be con-
solidated from the date control is transferred outside the
Group; control exists when the Group has the power, di-
rectly or indirectly, to influence a company’s financial and
managerial policies in such a way as to obtain benefits
from its operations;

> Subsidiaries are consolidated on a line-by-line basis,
aggregating all financial statement items in full, regard-
less of the interest held. Only for the determination of net
equity and net profit (loss) is the minority interest, if any,
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% held Regisered office

52.00% via Amendola 129, Imola (BO)

72.25% via Prato Boschiero, Isola d’Asti (Loc Molini)
66.43% via Marco Polo 3, Bologna (BO)

53.00% via Quasimodo, Gravina di Catania Loc San Paolo

via San Giuseppe SNC, Quartiere dello Sport

0
65.78% Conegliano (TV)
55.04% via Torre Ingastone, Palermo Loc Borgonuovo
48.69% via G.La Pira n. 18, Crema (CR)
68.00% via Gino Graziani 6, Livorno
62.50% via Milanese, Sesto San Giovanni (MI)
80.90% via G.D’Alesio, 2 - Livorno
70.35% S.S. Romea n.510/B; Chioggia (VE)
70.52% via Bisaura n.13, Faenza (RA)
64.59% via Marco Bussato 74, Ravenna (RA)
62.34% Piazzale della Cooperazione 4, Forli (FC)
52.60% via Ecuador snc, Grosseto
70.56% via S. Maria La Nuova, Afragola (NA)

shown separately in the statement of financial position
and the income statement;

> The carrying value of equity investments is eliminated
against the assumption of their assets and liabilities;

> All intercompany assets, liabilities, income and losses,
including unrealized profits deriving from transactions
between Group companies, are completely eliminated,;

> The financial statements of all IGD SIIQ Group compa-
nies that use a functional currency other than that used
in the consolidated statements are translated into euros
as follows:

> The assets and liabilities of each statement of
financial position submitted are translated at the
exchange rates in force on the reporting date;

> The revenue and costs of each income
statement are converted at the average
exchange rates for the period,;

> All exchange gains and losses arising from this
process are shown in the translation reserve
under net equity.

> Equity investments in joint ventures and associates are
consolidated using the equity method. As such, the in-
vestment is initially carried at cost, which is then adju-
sted upward or downward to reflect changes in net equity
after purchase. The adjustments are taken to the income
statement in proportion to the Group’s share of the com-
pany’s profit or loss.

4.6.2.3. // Intangible assets

Intangible assets are recognized at cost when it is likely
that use of the asset will generate future economic bene-
fits and when its cost can be reliably determined. Intangi-
ble assets acquired through business combinations are re-
cognized at the market value defined as of the acquisition
date, if that value can be reliably determined.

After their initial recognition, intangible assets are carried
at cost. The useful life of intangible assets can be either
finite or indefinite. Intangible assets with indefinite useful
lives are not amortized but are subject to impairment te-
sting each year, or more frequently, whenever there is any
indication of impairment. Further to such testing, if the re-
coverable value of an asset is less than its book value, the
latter is reduced to recoverable value. This reduction con-
stitutes an impairment loss, which is immediately posted
to the income statement. An asset’s recoverable value is
the higher of its net sale value or value in use. Value in use
is the present value of expected cash flows generated by
the asset.

In order to assess losses in value, assets are aggregated
to the lowest cash generating unit, i.e. the lowest level for
which independent cash flows can be separately identi-
fied. In the case of an indicator implying recovery of the
value lost, the asset’s recoverable value is re-determined
and the book value is increased to that new value. Howe-
ver, the increase in book value can never exceed the net
book value that the fixed asset would have had if no im-
pairment had occurred.

4.6.2.4. // Business combinations and
goodwill

Business combinations are accounted for using the pur-
chase method. This requires the recognition at market
value of the identifiable assets (including intangible as-
sets previously not recognized) and identifiable liabilities
(including contingent liabilities but excluding future re-

structuring) of the entity acquired. Transaction costs are
recognized as soon as they are incurred.

Goodwill acquired in a business combination, which in the
separate financial statements is incorporated into the va-
lue of the investment acquired, is calculated as the excess
of the total consideration transferred, minority interests in
net equity and the fair value of any previously held inte-
rest in the company over the acquisition-date fair value of
the net assets acquired and the liabilities assumed. If the
acquisition-date fair value of the net assets acquired and
the liabilities assumed exceeds the sum of the considera-
tion transferred, minority interests in net equity and the
fair value of any previously held interest in the acquiree,
the excess is recognized immediately as income arising
from the transaction.

Minority interests in net equity, as of the acquisition date,
can be measured at fair value or as a pro-quota propor-
tion of the value of the net assets recognized for the ac-
quiree. This choice is made on a case-by-case basis.

Any contingent consideration provided for in the acqui-
sition agreement is measured at its acquisition-date fair
value, and included in the value of the consideration
transferred in the business combination for the purpose
of determining goodwill. Subsequent changes in fair va-
lue that qualify as adjustments arising during the mea-
surement period are included in goodwill retrospectively.
Such changes are those caused by additional information,
obtained during the measurement period (not to exceed
one year from the business combination), regarding facts
and circumstances that existed on the acquisition date.

In the case of business combinations achieved in stages,
the interest previously held by the Group is remeasured
at fair value as of the date control is acquired, and any re-
sulting gain or loss is recognized in the income statement.
Any amounts deriving from the previously held interest
and reported in other comprehensive income or losses
are reclassified to profit or loss as if the interest had been
sold.

If the initial values of a business combination are incom-
plete at the end of the financial period in which it occur-
red, in the consolidated financial statements the Group
uses provisional amounts for those elements that cannot
be measured in full. The provisional amounts are adjusted
during the measurement period to take account of new
information on facts and circumstances existing on the
acquisition date which, if known, would have affected the
acquisition-date value of the assets and liabilities reco-
gnized.
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Business combinations occurring before 1 January 2010
are reported according to the previous version of IFRS 3.

For the purpose of impairment testing, goodwill acquired
in a business combination is allocated to the acquirer’s
individual cash generating units or to the groups of cash
generating units that are expected to benefit from the sy-
nergies of the combination, regardless of whether other
assets or liabilities are assigned to those units or groups
of units. Each unit or group of units to which goodwill is
so allocated:

> Represents the lowest level within the Group at which
the goodwill is monitored for internal management pur-
poses;

> |s not larger than a segment based on either the pri-
mary or secondary reporting format determined in accor-
dance with IFRS 8 - Segment Reporting;

> When goodwill is part of a cash generating unit or
group of cash generating units and the Group disposes
of an operation within that unit, the goodwill associated
with the operation disposed of is included in the carrying
amount of the operation when determining the gain or
loss on disposal. The goodwill transferred under these cir-
cumstances is measured on the basis of the relative va-
lues of the operation disposed of and the portion of the
cash generating unit retained.

If the disposal concerns a subsidiary, the difference
between the sale price and net assets plus accumulated
translation differences and goodwill is recognized in pro-
fit or loss.

After first-time recognition, goodwill is decreased by ac-
cumulated impairment losses, determined as described
below.

The recoverable amount of goodwill is determined each
year, or more frequently in the case of events or chan-
ges in circumstances that may indicate impairment. Im-
pairment is identified through tests based on the ability
of each cash generating unit to produce cash flows sui-
table for recovering the portion of goodwill that has been
allocated to it, following the procedures specified in the
section on intangible assets. If the amount recoverable by
the cash generating unit is lower than the carrying value
attributed, then an impairment loss is recognized. Impair-
ment losses on goodwill cannot be reversed in subse-
quent years. The Company tests goodwill for impairment
at 31 December of each year.
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4.6.2.5. // Investment property and assets
under construction

Investment property is real estate held in order to earn
rent while appreciating in value over time.

Investment property is initially recognized at cost, inclu-
ding transaction expenses (as well as borrowing costs,
where applicable), and is subsequently measured at fair
value with changes reported in the income statement.

Any work on the properties is added to their carrying va-
lue only if it is likely to produce future economic benefits
and if the cost can be reliably determined. Other mainte-
nance and repair costs are recognized in the income sta-
tement when incurred.

The fair value of investment property does not reflect fu-
ture capital expenditure that will improve or enhance the
property and does not reflect the related future benefits
from this expenditure.

The market value of properties includes the value of their
plant and machinery, as well as goodwill acquired.

Investment property is derecognized on disposal, or when
it is permanently withdrawn from use and no future eco-
nomic benefits are expected from its disposal. Any gains
or losses from the withdrawal or disposal of investment
property are recognized to profit or loss in the period in
which the withdrawal or disposal takes place.

Assets under construction, consisting of deposits and
advance payments, are valued at cost. For land and ac-
cessory works on which investment property will be de-
veloped, once the building permits are obtained and/or
the urban planning agreements signed, and once the pro-
cedure for obtaining administrative permits is completed
and construction is underway, fair value can be reliably
determined and the fair value method is therefore used.
Until that time, the asset is recognized at cost, which is
compared with recoverable amount at each reporting
date in order to determine any loss in value. When con-
struction or development of an investment property is
completed, it is restated to “investment property.”

IFRS 13 defines fair value as the price that would be re-
ceived to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the
measurement date (i.e. an exit price). The fair value of
investment property in accordance with IFRS 13 must
reflect, among other things, rental income from current
leases and other reasonable and supportable assump-

tions that market participants would use when pricing the
asset under current market conditions.

As stated in paragraph 27 of IFRS 13, a fair value measu-
rement of a non-financial asset takes into account a mar-
ket participant’s ability to generate economic benefits by
using the asset in its highest and best use or by selling it
to another market participant that would use the asset
in its highest and best use. The highest and best use of a
non-financial asset takes into account the use of the asset
that is physically possible, legally permissible and finan-
cially feasible, More specifically:

> A use that is physically possible takes into account the
physical characteristics of the asset that market partici-
pants would take into account when pricing the asset (e.g.
the location or size of a property);

> A use that is legally permissible takes into account any
legal restrictions on the use of the asset that market par-
ticipants would take into account when pricing the asset
(e.g. the zoning regulations applicable to a property);

> A use that is financially feasible takes into account
whether a use of the asset that is physically possible and
legally permissible generates adequate income or cash
flows (taking into account the costs of converting the as-
set to that use) to produce an investment return that mar-
ket participants would require from an investment in that
asset put to that use.

Highest and best use is determined from the perspective
of market participants. An entity’s current use of a non-fi-
nancial asset is presumed to be its highest and best use
unless market or other factors suggest that a different use
by market participants would maximize the value of the
asset.

4.6.2.6. // 1AS 23 - Borrowing costs

Borrowing costs directly attributable to the purchase and
construction of investment property and inventory, rela-
ting to both new constructions and extensions, are added
to the carrying value of the property in question. Inte-
rest is capitalized provided that the augmented carrying
amount of the asset does not increase beyond market va-
lue. The Group has not capitalized financial charges.

4.6.2.7. // Plant, machinery and equipment

Plant, machinery and equipment that are owned by IGD
and are not attributable to investment property are re-
cognized at cost, less commercial discounts and rebates,
considering directly attributable expenses as well as an

initial estimate of the cost of dismantling and removing
the asset and restoring the site where it was located. Costs
incurred after purchase are capitalized only if they increa-
se the future economic benefits expected of the asset. All
other costs (including financial expenses directly attribu-
table to the purchase, construction or production of the
asset) are recognized to profit or loss when incurred. The
capitalized charge is recognized to profit and loss throu-
ghout the useful life of the tangible asset by means of
depreciation. Depreciation is calculated on a straight-line
basis over the asset’s estimated useful life, as follows:

Category Rate
Wiring, sprinkler system, compressed air 10%
HVAC system 15%
Fittings 20%
Plant management computer 20%
Special communication system - telephone 25%
Special plant 25%
Alarm / security system 30%
Sundry equipment 15%
Office furnishing 12%
Cash registers and EPD machines 20%
Personal computers and accessories 40%

An asset is subject to impairment testing whenever even-
ts or changes in circumstances indicate that its carrying
value cannot be fully recovered. If the carrying value exce-
eds the recoverable amount, the asset is written down to
reflect the impairment. An asset’s recoverable value is the
higher of its net sale value or value in use.

In measuring value in use, the discount rate used should
be the pre-tax rate that reflects current market asses-
sments of the time value of money and the risks specific
to the asset. For an asset that does not generate suffi-
ciently independent cash flows, the value is determined
in relation to the cash generating unit to which the asset
belongs. Impairment is charged to the income statement
as depreciation. Impairment is reversed if the reasons ce-
ase to apply.

When an asset is sold or when its use is no longer expected
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to produce future economic benefits, it is derecognized
and any loss or gain (calculated as the difference between
the sale value and carrying value) is taken to profit or loss
the year the asset is eliminated.

4.6.2.8. // Other non-current assets

Other non-current assets consist of deferred tax assets,
financial assets relating to derivatives, and miscellaneous.

Receivables and other financial assets other than derivati-
ves, to be held until maturity, are recognized at cost which
corresponds to the fair value of the initial consideration
paid plus transaction costs. The initial value recognized is
subsequently adjusted to take account of the reimburse-
ment of principal, any impairment losses, and amortiza-
tion of the difference between the redemption value and
the initial carrying value. Amortization is charged at the
effective interest rate, corresponding to the rate which,
upon first-time recognition, makes the present value of
projected cash flows equal to the initial carrying amount
(amortized cost method).

4.6.2.9. // Inventory

Inventory is measured at the lower of cost and market
value (which corresponds to net realizable value). The
cost of inventory includes all purchase, transformation
and other costs incurred to bring the inventory to its
present location and condition. Given the nature of the
Group’s inventory, the specific cost method is used.

4.6.2.10. // Trade and other receivables

Receivables are initially shown at fair value, which
coincides with their face value less any impairment.
For trade receivables, an impairment provision is made
when there is an objective indication (e.g. the likelihood
of insolvency or significant financial problems for the
debtor) that the Company will not be able to recover all
amounts due under the original terms and conditions. The
carrying amount of the receivable is reduced by means of
a separate provision. Impaired receivables are written off
when they are found to be irrecoverable.

4.6.2.11. // Cash and cash equivalents

Cash and cash equivalents are recognized, depending on
their nature, at face value or amortized cost. Cash equiva-
lents are defined as short-term, highly liquid investments
that are readily convertible to known amounts of cash and
subject to an insignificant risk of changes in value, with an
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original maturity of no more than three months.

4.6.2.12. // Financial receivables and other
current financial assets

These consist mainly of financial assets held to maturity.
This category includes financial assets with fixed or de-
terminate payments and a set maturity, that the company
plans and is able to hold until that time. They are initially
valued at cost, and subsequently at amortized cost.

4.6.2.13. // Treasury shares

Treasury shares are recognized at cost and deducted
from shareholders’ equity. Any gains or losses generated
by their subsequent sale are recognized in equity.

4.6.2.14. // Financial liabilities

Financial liabilities consist of borrowings, trade payables
and other payables.

They are initially recognized at fair value plus transaction
costs; subsequently, they are carried at amortized cost
which corresponds to their initial value, net of principal
reimbursed, and adjusted upward or downward for the
amortization of any differences between initial value and
value at maturity (using the effective interest method).

4.6.2.15. // General provisions

General provisions cover liabilities of a definite nature that
are certain or likely to arise, but whose amount or timing
were unknown at the close of the year. Provisions are
recognized when they cover a present obligation (legal
or constructive) that stems from a past event, if settle-
ment of the obligation will likely involve an outflow in an
amount that can be reliably estimated. The provision co-
vers the best estimate of the amount the company would
pay to settle the obligation or transfer it to third parties
at the close of the financial period. If the effect is signifi-
cant, provisions are determined by discounting projected
cash flows at a pre-tax rate that reflects current market
assessments of the time value of money. When cash flows
are discounted, the increase in the provision due to the
passing of time is recorded as a financial charge.

4.6.2.16. // Employee benefits

Employee termination indemnities, which are mandatory
for Italian companies pursuant to Law 297/1982 (tratta-
mento di fine rapporto or TFR), qualify as defined benefit
plans and are based, among other factors, on employees’
working lives and on the compensation they receive du-
ring a pre-determined period of service. The liability for a

defined benefit plan, net of any assets servicing the plan,
is determined on the basis of actuarial assumptions and
is recognized on an accruals basis consistently with the
amount of service required to receive the benefits; the lia-
bility is valued by independent actuaries. Gains and losses
arising from the actuarial calculation are taken to a speci-
fic reserve in the statement of comprehensive income un-
der “other comprehensive income.” The Group does not
offer compensation in the form of share-based payments,
as employees do not render services in exchange for sha-
res or options on shares. In addition, the Group does not
offer employee incentive plans in the form of share parti-
cipation instruments.

4.6.2.17. // Revenue

Revenue is recognized to the extent the Group is likely
to enjoy the economic benefits and the amount can be
reliably determined. It is shown at the market value of the
consideration received, excluding discounts, rebates and
taxes. The following recognition criteria must always be
satisfied before revenue is posted to the income state-
ment.

> Rent and business lease revenue

Rental income and business lease revenue from the
Group’s freehold and leasehold properties is recorded on
an accruals basis, according to the rental and leasing con-
tracts in force.

> Service income

Service income is recorded with reference to the state of
completion of the transaction and only when the outcome
of the service can be reliably estimated.

> Revenue from property sales

Revenue from property sales is recognized in profit or
loss upon transfer of ownership or, for lease-to-own agre-
ements, when the property is delivered.

4.6.2.18. /