Preliminary announcement of financial statements 2011/12

Company announcement no. 4/2012, 26 April 2012, TK Development A/S, CVR no. 24256782

| 11*, Il-ﬂ:l'l-_l_i.lr-""" = -y 'il-]_."‘_-.e ' : :--l- 3

el | o

ay i

eyl .‘HIE* =~ ‘_..--,. !

BT

-

" — 3 1 y 1

Sillebroen, shopping centre, Frederikssund, Denmark

K

TKedevelopment



TABLE OF CONTENTS

Summary 3
Company information 5
Consolidated financial highlights and key ratios 6
TK Development in outline 7
Financial review 7
Handed-over projects 9
Sale of Euro Mall Centre Management 10
Business model adapted 10
Reduction of the Group’s cost level 11
Progress in the Group’s projects 11
Incentive schemes 15
Post-balance sheet events 15
Outlook 16
Markets and business units 16
The Group’s project portfolio 19
TKD Nordeuropa 21
Project portfolio 21
Project outline 22
Euro Mall Holding 25
Project portfolio 25
Project outline 26
TK Development, remaining group activities / Parent Company 29
Investment properties 30
Other matters 31
Business concept 32
Knowledge resources/value creation in TK Development 35
Shareholders 37
Statutory annual corporate social responsibility statement 42
Corporate governance 43
Financial targets 46
Risk issues 47
Board posts 54
Statement by the Supervisory and Executive Boards on the Annual Report 61
Independent Auditors’ Report 62
Consolidated financial statements 63

2/67 TK Development A/S | Preliminary announcement of financial statements 2011/12 | Table of contents



SUMMARY

TK Development recorded a profit of DKK 27.0 million
after tax, compared to DKK 73.6 million the year be-
fore. This performance meets recent expectations.

Viewed in light of the Company’s beginning-of-year
profit estimate of about DKK 100 million after tax for
2011/12, the profit realized is disappointing. However,
given the property market situation and the turbulen-
ce on financial markets throughout the summer and
autumn of 2011, Management considers the profit for
the year acceptable.

Consolidated equity totalled DKK 1,876.4 million at
31 January 2012, corresponding to a solvency ratio of
40.4 %.

The Group has entered into an agreement for the sale
of its retail park in Kristianstad, Sweden, to a Swedish
investor. The total project comprises about 6,200 m?,
including the existing building of about 4,500 m?,
which was handed over to the investor in April 2011.

InJune 2011, the Group sold its stake in Euro Mall Cen-
tre Management to the US Group CB Richard Ellis.

Construction on a 10,000 m? extension to the Group’s
Czech investment property, the Futurum Hradec Kra-
lové shopping centre, is progressing as planned. The
opening has been scheduled for 10 May 2012. The cur-
rent occupancy rate of the extension is 97 %.

In Poland, the construction of 5,600 m? of office space
in the Tivoli Residential Park, Warsaw, was completed
in August 2011. Following their sale to users and pri-
vate investors, the project units were handed over to
the buyers in autumn 2011.

In addition, in autumn 2011 the Group sold a plot of
land in Warsaw, Poland, and realized a satisfactory
profit on this sale.

Construction of the first phase of the Group’s project
in Bielany, Poland, commenced in mid-2011. The to-
tal project area comprises about 56,200 m?, primarily
housing, consisting of 900-1,000 units, with 136 units
being built in the first phase.

The Group’s letting situation remains satisfactory, and
its completed shopping centres continue to perform
well with a satisfactory influx of customers.

The Group’s total project portfolio amounted to DKK
3,498 million at 31 January 2012, of which DKK 2,027
million is attributable to projects that have been com-
pleted and thus generate cash flow. The annual net
rent from the current leases amounts to DKK 140 mil-
lion, equal to a return on cost of about 7 %. Based on
full occupancy, the return on cost is expected to reach
7.8 %. Negotiations for the sale of several of these pro-
jects are ongoing.

In total, the Group’s completed, cash-flow-generating
projects and its investment properties amount to DKK
2,394 million. The Group’s net interest-bearing debt
amounts to DKK 2,245 million.

At 31 January 2012, the Group'’s project portfolio com-
prised 776,000 m? (31 January 2011: 798,000 m?).

The continued uncertainty on the international finan-
cial markets has led to consistently long decision-ma-
king processes among financing sources, tenants and
investors alike. During the year, the Group therefore
postponed the expected construction start dates for
several projects. Moreover, the sales of one or more
major completed projects have not yet been realized.

Changed investor behaviour, with a requirement for
lower project risk, has resulted in a sluggish decision-
making process and thus a lower rate of project tur-
nover. This weakened project flow — combined with
current and expected market conditions — has caused
Management to reassess the Group’s business model.

The Group’s primary focus will continue to be real pro-
perty development. As an alternative, the Group can
choose to initiate projects with a view to construction
and subsequent startup and maturing over a short
span of years, with such projects typically being clas-
sified as investment properties.

Management considers it of great importance for the
Group to sell a number of major completed projects
in the 2012/13 financial year. The sale of major com-
pleted projects will generate the cash resources re-
quired to underpin future operations and project flow,
and thus long-term earnings. In light of the volatility
of financial markets, the volume, timing and proceeds
of major project sales are subject to uncertainty. De-
spite this uncertainty, Management expects to sell a
number of projects in the near future and to generate
positive pre-tax results for the 2012/13 financial year.

In February 2012, a draft Bill to amend the Danish
Corporation Tax Act and other tax legislation was in-
troduced, proposing changes to the rules for tax loss
carryforwards. For TK Development, an adoption of
the draft Bill will lengthen the time horizon for utilizing
tax losses considerably, and thus substantially increase
the uncertainty attaching to utilization of the tax as-
set. An adoption of the draft Bill and the associated
uncertainty relating to utilization of the tax asset will
necessitate a significant impairment of the Group’s tax
asset in 2012/13. This impairment is assessed to be in
the DKK 110-150 million range.
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Further information is available from Frede Clausen, Presi-
dent and CEO, on tel. +45 8896 1010.

The expectations mentioned in this announcement, inclu-
ding earnings expectations, are naturally subject to risks
and uncertainties, which may result in deviations from the
expected results. Expectations may be affected by various
factors, as mentioned in the section "Risk issues”, which ap-
plies in particular to the valuation of the Group’s deferred
tax asset.
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CONSOLIDATED FINANCIAL HIGHLIGHTS AND KEY RATIOS

DKKm 2007/08 2008/09 2009/10 2010/11 2011/12
Financial highlights:
..‘N?t revenue . 2,598.9 1,0]3.2 1,3&4.9 692.4 359.8
Value adjustment of |nvestment propert‘les net 445 57.7 -10.9 30.0 36.7
“gross proﬁt/loss 553.8 3]5.0 290.5 2§G.O 195.8
Operating | proﬁt/loss (EBIT) 386.8 201.7 57.5 127.2 65.5
_Financing, etc. -41.7 -33.4 -17.9 -53.2 -83.6
“‘Fj'r‘oﬁt/loss before tax 345.4 168.0 394 74.2 14.3
“‘R'r‘oﬁt/loss for the year . . 271.9 155.2 25.4 73.6 27.0
Shareholders’ share of proﬁt/loss for the year 249.5 155.2 25.4 73.6 27.0
Balance sheet total . . 4,070.9 3,816.1 4,377.3 4,622.0 4,639.5
598.8 380.8 364.3 394.2 445.2
584.6 366.5 355.1 387.4 440.5
1,945.5 2,5413 3,249.5 3,424.7 3,498.1
1,998.3 2,541.3 3,253.5 3,424.7 3,498.1
-52.8 0.0 -4.0 0.0 0.0
0.0 37 17.8 12.2 18.2
1,439.9 1,506.0 1,593.4 1,866.0 1,876.4
1,533.8 1,506.0 1,593.4 1,866.0 1,876.4
142.6 -331.7 -582.8 -182.7 -78.8
1,094.9 1,509.5 2,178.9 2,170.2 2,244.9
Key ratios:
_Return on equity (ROE) 10.5% 1.6% 43% 1.4%
_EBIT margin 18.8% 4.2% 21.1% 18.2%
_Solvency ratio (based on eqmty) 39.5% 36.4% 40.4 % 40.4%
_Equity value in DKK per share 50.5 53.4 44.4 44.6
“‘F."[lce/book value (P/BV) 0.4 05 0.5 0.3
_Number of shares, end of year 28 043, 810 28 043, 810 42 065, 715 42,065,715
_Average numbers of shares, adjusted 28,043,810 28,043,810 35,095,222 42,065,715
_Earnings per share (EPS) in DKK 5.2 09 21 0.6
_Dividend in DKK per share 0 0 .0 0
_Listed price in DKK per share 21 27 .23 14
Key ratios adjusted for warrants:
_Return on equity (ROE) . . 19.2% 10.5% 1.6% 4.3% 1.4%
Solvency ratio (based on eqmty) 37.7% 39.5% 36.4% 40.4 % 40.4%
_Equity value inDKKpershare 47.9 50.5 53 4 44 4 44.6
Diluted earnings per share (EPS D) in DKK 8.3 5.2 0.9 2.1 0.6

The calculation of key ratios was based on the 2010 guidelines issued by the Danish Society of Financial Analysts. The solvency ratio has been calcu-

lated on the basis of year-end equity/total assets.
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TK DEVELOPMENT IN OUTLINE

Financial review

TK Development recorded a profit of DKK 27.0 million after
tax, which reflects the recent profit estimate of about DKK 25
million after tax. The profit after tax for the 2010/11 financial
year amounted to DKK 73.6 million.

Viewed in light of the Company’s beginning-of-year profit
estimate of about DKK 100 million after tax for 2011/12, the
profit realized is disappointing. However, given the property
market situation and the turbulence on financial markets
throughout the summer and autumn of 2011, Management
considers the profit for the year acceptable.

The balance sheet total amounted to DKK 4,639.5 million at
31 January 2012 against DKK 4,622.0 million at 31 January
2011. Consolidated equity totalled DKK 1,876.4 million, and
the solvency ratio stood at 40.4 %.

Accounting policies

The consolidated financial statements and parent financial
statements for 2011/12 for the Group and TK Development
A/S, respectively, are presented in compliance with the In-
ternational Financial Reporting Standards (IFRS), as adopted
by the EU, and in accordance with Danish disclosure require-
ments for annual reports prepared by listed companies.

The consolidated financial statements and parent financial
statements for 2011/12 have been presented in accordance
with the financial reporting standards (IFRS/IAS) and IFRIC
interpretations applicable for financial years beginning at 1
February 2011.

The implementation of new and amended financial repor-
ting standards and interpretations that entered into force in
the 2011/12 financial year has not impacted recognition and
measurement in the consolidated financial statements.

Compared to the consolidated financial statements and pa-
rent financial statements for 2010/11, the operating costs re-
lated to the Group’s completed projects have been reclassi-
fied. These costs were previously offset against revenue, but
were reclassified in 2011/12. Thus, they are now included
under “External direct project costs”. Comparative figures
have been restated to reflect this reclassification.

The accounting policies have been consistently applied with
those in the 2010/11 Annual Report.

The consolidated financial statements and parent financial
statements are presented in DKK million, unless otherwise
stated. DKK is the presentation currency for the Group’s ac-
tivities and the functional currency of the Parent Company.

Income statement

Revenue

The revenue for the financial year totalled DKK 359.8 million
against DKK 602.4 million in 2010/11. Revenue has declined
because relatively few projects were sold in 2011/12.

The revenue derives from the projects handed over, see the
description below, as well as rental income, fees, etc.

Gross margin

The gross margin amounts to DKK 195.8 million against DKK
256.0 million the year before. The gross margin consists
mainly of profits on handed-over projects, the operation of
the Group’s completed projects and the operation and value
adjustment of the Group’s investment properties.

The value adjustment of the Group’s investment properties
amounts to DKK 36.7 million, of which DKK 0.5 million is
attributable to German investment properties, DKK 8.5
million to the Czech investment property, Futurum Hradec
Kralové, and DKK 27.7 million to the ongoing extension of
the latter property. The Futurum Hradec Kralové shopping
centre is fully let, and the letting status remained satisfactory
throughout the year. The Group continues to record higher
rent levels for the German residential rental properties
in step with the replacement of tenants. The total value
adjustment for 2010/11 amounted to DKK 30.0 million.

An extension of the Group’s Czech investment property, com-
prising about 9,950 m?, is being built. Construction, which
started in January 2011, is progressing as planned, and the
opening is scheduled for 10 May 2012. The value adjustment
of this extension amounted to DKK 27.7 million in 2011/12
against DKK 27.1 million the year before.

The gross margin for 2011/12 includes the profit on account
on a single project, an amount of DKK 3.8 million recogni-
zed according to the percentage of completion method. In
2010/11, the profit on account recognized according to the
percentage of completion method amounted to DKK 3.0 mil-
lion.

Staff costs and other external expenses

Staff costs and other external expenses amounted to DKK
127.5 million, which includes non-recurring costs of DKK 4.6
million related to the cost and capacity reduction that the
Group implemented at the end of January 2012; for more de-
tails, please see below. Corrected for this amount, total staff
costs and other external expenses amounted to DKK 122.9
million, corresponding to a 2.3 % decline relative to 2010/11.

Staff costs totalled DKK 92.9 million, and DKK 88.3 mil-
lion when corrected for the above-mentioned non-recurring
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costs, against DKK 89.2 million in 2010/11. The number of
employees was reduced from 129 at the beginning of the fi-
nancial year to 119 at 31 January 2012. When the employees
who have received their notice leave the Group, the number
of employees will be further reduced.

Other external expenses amounted to DKK 34.6 million, a 5.5
% reduction compared to 2010/11.

Income from investments in associates

Income from investments in associates amounted to DKK
32.4 million against DKK 0.2 million in 2010/11, deriving
mainly from the gain on the Group’s sale of its stake in Euro
Mall Centre Management; see below.

Financing

In the year under review, TK Development recorded net fi-
nancing expenses of DKK 83.6 million, up DKK 30.4 million
on the previous year. This increase in financing expenses is
a natural consequence of the Group opening the Sillebroen
shopping centre, Frederikssund, Denmark, in March 2010, as
well as the opening of phase Il of the Fashion Arena Outlet
Center, Prague, the Czech Republic, in October 2010. Both
projects yield rental income that is recognized in gross profit,
but also involve financing expenses.

Tax on profit/loss for the year

Tax on the profit for the year represented an income of
DKK 12.7 million. As a substantial part of foreign earnings
on projects abroad is realized as tax-free capital gains, tax is
calculated on the basis of negative taxable results, and ac-
cordingly tax on the profit for the year represents an income.
This calculation also includes a valuation of the Group’s tax
asset; for more details, see below.

Balance sheet

The Group’s balance sheet total amounted to DKK 4,639.5
million, on a par with the balance sheet total at 31 January
2011.

Goodwill

Goodwill is unchanged compared to 31 January 2011,
amounting to DKK 33.3 million at 31 January 2012. Goodwill
relates to the business unit Euro Mall Holding. There are no
indications of any need to impair the value of goodwill.

Investment properties and investment properties under
construction

The valuation of the Group’s investment properties and in-
vestment properties under construction is made on the basis
of a discounted cash-flow model, where future cash flows
are discounted to net present value on the basis of a given
return. The valuation at 31 January 2012 is based on an
unchanged required rate of return compared to 31 January
2011, amounting to 6.5 % for the German investment pro-

perties and 7.0 % for the Czech investment property, inclu-
ding the extension in progress.

The valuation of the Group’s investment property under con-
struction has also been based on a specific assessment of
project progress at the reporting date, including the risks at-
taching to project completion.

The total value of the Group’s investment properties
amounted to DKK 366.9 million against DKK 358.6 million at
31 January 2011. Of the value at 31 January 2012, DKK 197.6
million relates to the Group’s German investment properties
and DKK 169.3 million relates to the Group’s Czech invest-
ment property. The value of the Group’s investment property
under construction amounted to DKK 73.6 million against
DKK 28.8 million at 31 January 2011.

Deferred tax assets

Deferred tax assets were recorded at DKK 291.7 million in
the balance sheet against DKK 287.2 million at 31 January
2011. The valuation of the tax assets is based on existing
budgets and profit forecasts for a five-year period. For the
first three years, budgets are based on an evaluation of spe-
cific projects in the Group’s project portfolio. The valuation
for the next two years is based on specific projects in the
project portfolio with a longer time horizon than three years
as well as various project opportunities.

Due to the substantial uncertainties attaching to these valua-
tions, provisions have been made for the risk that projects
are postponed or not implemented and the risk that project
profits fall below expectations. A change in the conditions
and assumptions for budgets and profit forecasts, including
time estimates, could result in the value of the tax assets
being lower than that computed at 31 January 2012, which
could have a material adverse effect on the Group’s results of
operations and financial position.

In February 2012, a draft Bill to amend the Danish Corpora-
tion Tax Act and other tax legislation was introduced, propo-
sing changes to the rules for tax loss carryforwards. The draft
Bill proposes that only 60 % of losses from previous income
tax years in excess of DKK 1 million will be deductible from
the year’s taxable income and that the new rules should take
effect as from the 2013 income tax year.

For TK Development, an adoption of the draft Bill will
lengthen the time horizon for utilizing tax losses considerably,
and thus substantially increase the uncertainty attaching to
utilization of the tax asset. An adoption of the draft Bill and
the associated uncertainty relating to utilization of the tax
asset will necessitate a significant impairment of the Group’s
tax asset in 2012/13. This impairment is assessed to be in the
DKK 110-150 million range.
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Project portfolio

The total project portfolio came to DKK 3,498.1 million
against DKK 3,424.7 million at 31 January 2011. The increase
of DKK 73.4 million is a combined result of project handovers
and new project investments.

Total prepayments based on forward-funding agreements
amounted to DKK 293.3 million against DKK 284.1 million at
31January 2011. The increase in forward funding since 31 Ja-
nuary 2011 results mainly from an accumulation of forward
funding and prepayments relating to projects in progress. At
31 January 2012, forward funding represented 91.6 % of the
gross carrying amount of sold projects.

Receivables

Total receivables amounted to DKK 262.3 million, a decrease
of DKK 48.4 million from 31 January 2011, which is primarily
attributable to trade receivables.

Cash and cash equivalents

Cash and cash equivalents amounted to DKK 55.1 million at
31 January 2012 against DKK 96.3 million at 31 January 2011.
The Group’s total cash resources came to DKK 134.8 million
against DKK 231.0 million at 31 January 2011.

Equity

The Group’s equity came to DKK 1,876.4 million against DKK
1,866.0 million at 31 January 2011.

Since 31 January 2011, equity has partly been affected by the
profit for the year and negative market-value adjustments af-
ter tax of DKK 19.0 million related to foreign subsidiaries.

The solvency ratio amounts to 40.4 %.

Non-current liabilities

The Group’s non-current liabilities represented DKK 195.7
million, a decline of DKK 16.9 million compared to 31 Ja-
nuary 2011. The decline is partly attributable to a reduction
in deferred tax liabilities and an increase in long-term bank
financing.

Current liabilities

The Group’s current liabilities represented DKK 2,567.4 mil-
lion against DKK 2,543.4 million at 31 January 2011.

Financial liabilities are offset in the usual manner against
trade receivables and tied-up cash and cash equivalents, to
the extent that the Company has a right of setoff and also
intends or is contractually obliged to realize assets and liabi-
lities at the same time.

The Group’s short-term debt to credit institutions consists
of operating and project credits. TK Development has
entered into a general agreement with the Group’s main

banker about both types of credit. The agreement and the
associated conditions are renegotiated once a year, and
Management expects the agreement to continue.

In addition, the Group has entered into project-financing ag-
reements with various banks in Denmark and abroad. Project
credits are usually granted with different terms to maturity,
depending on the specific project.

Of the total project credits outstanding at 31 January 2012,
credits worth DKK 516.0 million are due to mature in the
2012/13 financial year. Several of the project credits are
expected to be repaid in connection with the sale of projects.
The Group is dependent on its ability to continue obtaining
either a prolongation or alternative financing of the
remaining project credits. The Group is in ongoing dialogue
with the relevant credit institutions, and Management
anticipates being able to either prolong or refinance the
existing project credits.

Cash flow statement

The Group’s cash flows from operating activities were nega-
tive in the amount of DKK 78.8 million (2010/11: DKK -182.7
million), due in part to the net investment in projects, a re-
duction of funds tied up in receivables and security deposits,
as well as other operating items.

Cash flows from investing activities were positive in the
amount of DKK 9.8 million (2010/11: DKK -4.2 million), a
combined result of further investment in the ongoing exten-
sion of the Group’s Czech investment property and the sale
of its stake in Euro Mall Centre Management to the US group
CB Richard Ellis in June 2011.

The cash flows from financing activities for the year were po-
sitive in the amount of DKK 32.3 million (2010/11: DKK 199.5
million). This is primarily a combined result of positive cash
flows from the financing of project investments and negative
cash flows from the repayment of debt in connection with
project sales.

Handed-over projects

In 2011/12, the Group handed over projects of about 20,600
mZ. No projects were handed over in the fourth quarter of
2011/12. The following projects were handed over during
the year under review:

Kofoten, Kristianstad, Sweden

This project consists of a 6,200 m? retail park, including the
existing building of 4,500 m?, which has been fully let. The ex-
tension, which has also been fully let, comprises about 1,700
m?, and construction started in autumn 2011. In April 2011,
the Group entered into an agreement with a Swedish inve-
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stor regarding the sale of the entire project, and the existing
building was handed over to the investor in April 2011.

Sale of land, Hadsundvej, Aalborg, Denmark

The Group has transferred residential development rights for
about 6,600 m? of land at Hadsundvej, Aalborg, Denmark, to
a private investor.

Tivoli Residential Park, service/office space, Targowek, War-
saw, Poland

In Poland, the construction of 5,600 m? of office space in the
Tivoli Residential Park, Warsaw, was completed in August
2011. Following their sale to users and private investors,
the project units were handed over to the buyers in autumn
2011.

In addition, in autumn 2011, the Group sold a plot of land
in Warsaw, Poland, and realized a satisfactory profit on this
sale.

Sale of Euro Mall Centre Management

In June 2011, the Group sold its stake in Euro Mall Centre
Management to the US Group CB Richard Ellis. The selling
price has been fixed at an amount payable up front, with a
four-year earn-out period based on the earnings made by
the company in the preceding three years. The recognized
gain on the sale includes a valuation of this earn-out, based
on existing budget projections for the relevant years and
discounted to net present value. The earn-out is subject to
neither a minimum nor a maximum.

Business model adapted

On 24 January 2012, the Company announced that Manage-
ment had resolved to adapt the Group’s business model. This
resolution was based in part on the following reasons:

e  Market conditions have undergone great changes since
the onset of the financial crisis. However, tenants conti-
nue to show reasonable interest in new prime-location
projects, and, while focusing on low project risk, inve-
stors are taking a greater interest in viable projects.

. Land prices, rental levels, construction costs and selling
prices have stabilized at a new price level after the fi-
nancial crisis. Against this background, new projects are
expected to yield profits at the level realized before the
crisis, thus generating a gross margin of 15-20 % measu-
red on the basis of project cost. However, a low profit is
expected to be realized on projects already completed.

e Access to financing for developer and property busines-
ses is expected to remain challenging, one reason being
that the banks need to strengthen their financial posi-
tion and reduce their balance sheets.

e Investors will continue to focus on low project risk. As
well as a sluggish decision-making process, this means
that more investors will delay investing until projects
have been started up or matured. This results in a lo-
wer project turnover. The weaker project flow was an
essential element in Management’s decision to adapt
the Group’s business model.

Based on the above, Management is of the opinion that a
viable business platform can be established as set out below:

1. The Group’s primary focus will continue to be real pro-
perty development.

e The Group can develop projects for its own account,
with or without advance project sales, and can either
finance the projects on its own books or procure sta-
ged financing from the buyer in step with project
completion, also termed forward funding.

* Projects can also be developed together with busi-
ness partners during the construction period.

1. The Group can choose to initiate projects with a view

to construction and subsequent startup and maturing
over a short span of years, such projects typically being
classified as investment properties.

e This added element to the business model is a natu-

ral consequence of the changed risk picture, inclu-
ding in particular the change in investor behaviour,
which means that the development process for some
projects is not optimally finalized until they have
been matured and run in. The portfolio of invest-
ment properties generated by this new element will
ensure both a positive operating margin and a posi-
tive cash flow, viewed in isolation. After the maturing
process, the project returns can be even better do-
cumented, and thus higher project selling prices can
be obtained.

¢ Investment properties can be developed either for
the Group’s own account or in project development
joint ventures with co-investors that wish to partici-
pate in both the construction and maturing phases.
By entering into joint ventures, the Group will achie-
ve more effective placement of its equity financing of
projects under development, better risk spread, and
more efficient use of the Group’s staff resources and
competencies.

e A project will typically be classified as an investment
property prior to construction startup and this classi-
fication will be announced to the market. This means
that the value of the properties will reflect a market
value calculated by using a market-based return re-
quirement in a discounted cashflow model.

In future, the Group will utilize its know-how to encompass
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both property development and asset management. De-
velopment competencies continue to be fully in place in the
Group’s four main markets, Denmark, Sweden, Poland, and
the Czech Republic/Slovakia. The Group has mainly outsour-
ced the property management of completed properties, but
handles asset management internally.

In addition to the strategies described above and the cost
reduction measures outlined below, Management’s aim with
the implemented changes is to transform the Group’s oper-
ations and balance sheet as follows:

e For new development projects where long-term
investors are expected to focus on startup and maturing
before investing, the Group will accord priority to
executing the development and maturing phases in
collaboration with a partner.

e Partnerships will enable the Group to utilize its know-
how and resources more efficiently, thus adding more
value to the projects.

e  The partial ownership of certain projects through part-
nerships will improve risk diversification and equity al-
location.

e To alarge extent, the Group will attempt to secure new
projects on an option basis.

e  The Group expects to continuously reduce the carrying
amount of building sites in step with project completion.

e The Group will aim for its operating result before tax
to break even before selling major projects, see below:

Fees from third-party owned or partly owned projects

¢ Development fee

o Letting fee

® Construction fee

* Asset management fee.

+ Rental income, the portfolio

+ Profits on minor development projects
Gross profit/loss
+ Costs
+ Interest
Profit/loss before tax (to break even as a minimum)

+ Profits on major development projects
+ Upside on collaboration projects

Reduction of the Group’s cost level

As a consequence of the weaker project flow, Management
has decided to reduce cash capacity costs by about 20 %,
which will have an annual impact of about DKK 25 million.
This cost reduction will consist mainly of payroll cuts of
about 20 %, to be based on staff dismissals, other retirement

agreements and salary cuts for individual employees. The
Group will reduce its standard staffing level from 135 to 112
employees, and the affected employees received their no-
tice of termination in January 2012.

The individual salary cuts will affect the Group’s Executive
Board and a number of the Group’s other executive staff
members, who have voluntarily agreed to a 20 % salary
reduction for the next 24 months. At the same time, the
Group’s Supervisory Board will accept a 20 % fee reduction
and recommend to the Annual General Meeting to be held
in May 2012 that this reduction shall apply for the 2012/13
financial year. Moreover, the Supervisory Board intends to
make the same recommendation for the 2013/14 financial
year. The cuts in Management’s remuneration should be
viewed as part of the overall goal to obtain significant savings
and at the same time retain the competencies necessary
for the future generation of results. The financial one-time
impact of staff dismissals, etc. has been recognized in the
financial statements for 2011/12 and amounts to about DKK
4.6 million before tax. The cost reduction will have effect
from February 2012 and is expected to take full impact as
from August 2012.

Management believes that following the adaptation of the
business model, including the reduction of the cost level, the
Group has created a more viable business platform for its fu-
ture development.

Progress in the Group’s projects

TK Development focuses on selling its completed projects
and executing the remaining projects in its portfolio, as well
as on securing satisfactory pre-construction letting or sales.
The Group also focuses on new project opportunities. This
ensures continuous positive progress as well as further op-
timization of individual projects. The resulting strong project
portfolio enables the Group to meet the challenges posed by
the current market conditions.

The Group will make the startup of major new projects con-
tingent on obtaining either full or partial financing for them
or on freeing up substantial cash resources from the sale of
one or more major completed projects.

The Group’s total project portfolio amounted to DKK 3,498
million at 31 January 2012 (31 January 2011: DKK 3,425 milli-
on), of which DKK 2,027 million (31 January 2011: DKK 2,107
million) is attributable to projects that have been completed
and thus generate cash flow. The operation of these com-
pleted projects, which largely consist of shopping centres, is
generally proceeding satisfactorily. The annual net rent from
the current leases amounts to DKK 140 million (31 January
2011: DKK 146 million), equal to a return on cost of about
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Selected completed projects

Sillebroen

opening - _ é
Leasable space 25,000 m? '
Occupancy rate 89 % H

w
' ' ' o

25 50 75 1

The Sillebroen shopping centre recorded satisfactory per-
formance in 2011. In a difficult market with subdued private
consumption, the shopping centre managed to generate
growth in both annual footfall and revenue and attracted
3.1 million customers in 2011. During the year under review,
a few tenants were replaced, which is why the occupancy
rate fell from 93 % to 89 %. At present, TK is negotiating with
tenants interested in renting premises in the centre.

[0] 125

Or

Index figures for the period from May to December 2011 compared
to the same period of 2010 (2010 = index 100).

Anchor tenants
Kvickly, Fakta, H&M, FONA, Sport-Master, Vero Moda, Vila,
Wagner, Deichmann.

Fashion Arena Outlet Center

Opening 2007/2010
Leasable space 25,000 m?
Occupancy rate 90 %
Footfall 2011 1,938,445

Throughout the year under review, Fashion Arena in Prague
truly distinguished itself as one of the outlet centres with the
highest attraction value in Central Europe. In October 2010,
the opening of the last and second phase of the centre was
clearly reflected in the development of footfall and revenue,
which increased by 9 % and 27 % respectively in 2011. More
than 1.9 million customers visited Fashion Arena in 2011.

Anchor tenants
Tommy Hilfiger, Benetton, Tom Tailor, Ecco, Gant, Lacoste,
Levi Strauss & Co., Esprit, Nike, Adidas.
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Galeria Tarnovia

LOL

Opening 2009
Leasable space 16,500 m? 0
Occupancy rate 96 %
10
Galeria Tarnovia recorded satisfactory development in 2011. 0 >5 =0 75 700 125

Thus, customer and revenue figures remained at about the
same level as in 2010. It is also worth noting that Simply Mar-
ket replaced the previous supermarket operator in Galeria
Tarnovia in December 2011. The replacement has contri-
buted to the significant progress recorded by the shopping
centre during the first months of 2012. More than 1.7 million
customers visited Galeria Tarnovia in 2011.

Anchor tenants

H&M, New Yorker, Euro RTV AGD, Reserved, Deichmann,
Douglas, Rossmann, Stradivarius, Takko Fashion, Simply Mar-
ket.

Galeria Sandecja

Leasable space 17,300 m?

Occupancy rate 95 %

N

Galeria Sandecja achieved satisfactory performance in 2011. . L L L L ,
0 25 50 75 100 125

The annual footfall declined slightly compared to 2010, but
this lower number of customers nevertheless boosted reve-
nue by about 2 %. During the year, a few tenants were repla-
ced, which is why the occupancy rate dropped from 97 % to
95 %. However, it should be noted that Galeria Sandecja is
still attracting satisfactory interest, and thus TK is negotiating
with several prospective tenants.

Anchor tenants

H&M, New Yorker, Reserved, Deichmann, Douglas, Camaieu,
Carry, Euro RTV AGD, Carrefour.
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7 %. Based on full occupancy, the return on cost is expected
to reach 7.8 %. Negotiations for the sale of several of these
projects are ongoing.

In total, the Group’s completed, cash-flow-generating pro-
jects and its investment properties amount to DKK 2,394
million (31 January 2011: DKK 2,466 million). The Group’s
net interest-bearing debt amounts to DKK 2,245 million (31
January 2011: DKK 2,170 million).

Completed projects

The Group’s Sillebroen shopping centre in Frederikssund,
Denmark, which opened in March 2010, has a current occu-
pancy rate of 89 %. The departure of tenants has caused the
occupancy rate to drop from the figure most recently pub-
lished. The Group has launched initiatives to raise the occu-
pancy rate and is negotiating with tenants for the remaining
premises. The shopping centre still has a satisfactory influx
of customers that meets expectations and is also performing
satisfactorily. More than 3 million customers visited the
shopping centre in 2011. Major tenants include Kvickly, Fak-
ta, H&M, Fona, Sport-Master, Vero Moda, Vila and Wagner.

The Group’s Galeria Sandecja shopping centre in Nowy Sacz,
Poland, which opened in October 2009, is performing well,
with a satisfactory influx of customers. The shopping centre
had an annual footfall of 2.4 million in 2011. The current oc-
cupancy rate is 95 %, which reflects the recent replacement
of a few tenants. Major tenants include supermarket opera-
tor Carrefour as well as H&M, New Yorker, Reserved, Deich-
mann, Douglas, Camaieu and Euro RTV AGD.

The Group’s Galeria Tarnovia shopping centre in Tarndw,
Poland, which opened in November 2009, has a current oc-
cupancy rate of 96 %. The shopping centre continues to per-
form well with a satisfactory influx of customers, attracting
more than 1.7 million visitors in 2011. In December 2011,
Simply Market replaced the previous supermarket operator.
This replacement has contributed to the significant progress
recorded by the shopping centre during the first months of
2012. Other tenants include H&M, New Yorker, Reserved,
Douglas, Rossmann, Stradivarius, Takko Fashion and Euro
RTV AGD.

The first phase of Fashion Arena Outlet Center, Prague, the
Czech Republic, opened in 2007, with the second and last
phase opening in October 2010. Since the opening of the se-
cond phase, the outlet centre has recorded a highly positive
development in footfall and revenue. The number of visitors
exceeded 1.9 million in 2011, and the current occupancy
rate is 90 % for the overall project. At present, negotiations
for the remaining vacant premises are ongoing with several
local and international tenants. Major tenants include Nike,
Adidas, Tommy Hilfiger, Benetton, Tom Tailor, Gant, Lacoste,

Levi Strauss & Co. and Esprit.

The table below illustrates the development in revenue and
footfall for the individual shopping centres.

Index: Revenue and footfall M Footfall
- 2011 compared to 2010 M Revenue

125

100 |EEERE - - - === - - -

75

Galeria Galeria Sillebroen™ Fashion

Tarnovia Sandecja Arena

“Index figures for the period from May to December 2011 compared to the
same period of 2010 (2010 = index 100).

Projects in progress/projects not initiated

TK Development has concluded a conditional agreement for
a plot earmarked for a new shopping centre project, BROEN,
of about 29,800 m?, to be built on railway land at the sta-
tion in Esbjerg, Denmark. The centre is expected to comprise
about 70 retail stores, and lease agreements have recently
been concluded with such tenants as Bahne, Panduro Hobby
and Kong Kaffe. In addition, premises have been let to H&M,
Kvickly, Imerco, Skoringen, Sport-Master and Gina Tricot,
and the current occupancy rate is 67 %. The fitness facilities
have been let to Fitness World. Due to the continued unrest
on international financial markets, Management wishes to
achieve an even higher occupancy rate before initiating con-
struction. Therefore, in autumn 2011 it was decided to post-
pone construction startup, now expected in mid-2012. The
opening is scheduled for spring 2014.

TK Development is working on a project opportunity in Kgge,
Denmark. In February 2012, Kgge Kyst and TK Development
entered into a conditional agreement under which TK De-
velopment is to buy land for constructing retail, residential
and office premises of about 36,000 m? immediately next to
Kgge Station and the town centre shopping area. One of the
conditions stipulated in the agreement is the final adoption
of the local plan for the area, expected to take place at the
end of 2012.

In Farum, Denmark, TK Development has made a winning bid
for an extension of Farum Bytorv by about 20-30 stores, a
total of about 8,000 m2. Farum Municipality and TK Develop-
ment have entered into a conditional purchase agreement
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about this extension. One of the conditions stipulated in the
agreement is that a new local plan is to be prepared and
adopted for the area.

In the Swedish town of Gavle, TK Development has bought
a plot of land for developing a retail park of about 8,200 m2.
The project can be accommodated within the existing local
plan. The current occupancy rate is 94 %, and lease agree-
ments have been concluded with such tenants as Rusta, Jysk,
Stadium Outlet and O&B. Construction started in December
2011, and the opening is scheduled for autumn 2012. More-
over, TK Development has an option to buy a plot of land for
developing additional retail park premises of about 15,800

m?2,

A building permit has been obtained for the first phase of
the Group’s project in Bielany, Poland. The total project area
comprises about 56,200 m?, primarily housing, consisting
of 900-1,000 units. The first phase consists of 136 units on
which construction started in mid-2011, with completion
scheduled for end-2012. The pre-completion sale of the
units has started, and so far about 30 % of the units in this
phase have been sold. The residential units are expected to
be sold as owner-occupied apartments to private users.

In Jelenia Gora in Poland, TK Development has an option
to buy a plot of land to develop a shopping centre of about
24,000 m2. The project comprises a supermarket of about
3,500 m? and retail, restaurant and service premises totalling
about 20,500 m?2. The local plan for the area is in place, and
the letting of premises has started. Construction is expected
to commence in 2013, and the shopping centre is scheduled
to open in 2015.

In the Czech town of Frydek Mistek, the Group has an option
to buy a plot of land for building a 14,800 m? shopping cen-
tre, consisting of about 60 stores. Construction is expected
to start in autumn 2012, with the opening scheduled for
autumn 2013. Letting is ongoing, and tenants such as Inter-
sport, H&M and Euronics have entered into binding lease
agreements for more than half the floor space.

In Moravia in the eastern part of the Czech Republic, TK De-
velopment has an option to buy a plot of land for the pur-
pose of building a Designer Outlet Village (factory outlet
centre) of about 21,500 m2. The project will be executed in
phases, with the first to comprise about 11,700 m2. The pro-
ject is being discussed with potential tenants. The first lease
agreements have been concluded, but letting is taking longer
than expected. Therefore, construction of the first phase has
been postponed and is now expected to start in spring 2013
as opposed to autumn 2012. Thus, the opening is now sche-
duled for spring 2014.

The Group’s retail projects on which construction is already
ongoing or about to start are still attracting a good amount
of interest from tenants. During the period under review, the
Group also concluded lease agreements for several of these
projects.

The continued uncertainty on the international financial
markets has led to consistently long decision-making pro-
cesses among financing sources, tenants and investors alike;
see under “Market conditions”. During the year, the Group
therefore postponed the expected construction start dates
for several projects, as well as the startup of a few projects
relative to the start dates most recently announced in the
Interim Report for Q1-Q3 2011/12.

Incentive schemes

At the Annual General Meeting on 24 May 2011, the Supervi-
sory Board of TK Development was authorized to issue war-
rants for a total of up to nominally DKK 7,500,000 (500,000
shares of DKK 15 each) to the Executive Board and other
executive staff members. On the same day, the Supervisory
Board decided to exercise this authorization, and therefore
125,000 warrants have been granted to the Executive Board
and 375,000 warrants to 27 other executive staff members,
a total of 500,000 warrants. The aim of allocating warrants is
to forge a link between the individual staff member’s efforts
and long-term value creation in the Group.

Post-balance sheet events

In February 2012, a draft Bill proposing changes to the rules
for tax loss carryforwards was introduced, which means that
only 60 % of losses from previous income tax years in excess
of DKK 1 million will be deductible from the year’s taxable
income. The new rules are expected to take effect as from
the 2013 income tax year.

For TK Development, an adoption of the draft Bill will
lengthen the time horizon for utilizing tax losses considerably,
and thus substantially increase the uncertainty attaching to
utilization of the tax asset. An adoption of the draft Bill and
the associated uncertainty relating to utilization of the tax
asset will necessitate a significant impairment of the Group’s
tax asset in 2012/13. This impairment is assessed to be in the
DKK 110-150 million range.

Apart from this, no major events affecting the Company
other than those mentioned in the Management Commen-
tary have occurred after the reporting date.
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Outlook

Management considers it of great importance for the Group
to sell a number of major completed projects in the 2012/13
financial year. The sale of major completed projects will ge-
nerate the cash resources required to underpin future oper-
ations and project flow, and thus long-term earnings. In light
of the volatility of financial markets, the volume, timing and
proceeds of major project sales are subject to uncertainty.
Despite this uncertainty, Management expects to sell a num-
ber of projects in the near future and to generate positive
pre-tax results for the 2012/13 financial year.

Considering the material uncertainty relating to the Group’s
tax asset and the negative consequences that will follow from
an adoption of the draft Bill on changed rules for utilizing tax
losses (see the comments on ), Management has cho-
sen to change its forecast for 2012/13 from expected posi-
tive results to expected positive pre-tax results for 2012/13.

The expectations mentioned in this announcement, inclu-
ding earnings expectations, are naturally subject to risks
and uncertainties, which may result in deviations from the
expected results. Expectations may be affected by various
factors, as mentioned in the section "Risk issues”, which ap-
plies in particular to the valuation of the Group’s deferred
tax asset.

Markets and business units

Market conditions

The Group has operated under difficult market conditions in
recent years. Particularly the Danish market has been subject
to uncertainty for a prolonged period, partly because of a
weakened financial sector.

The market conditions in TK Development’s markets and
the impact of the financial crisis on land prices, construction
costs, rental levels, prices for completed properties and ac-
cess to financing, have not changed significantly during the
past months. The above-mentioned variables have stabilized
at a new price level, and new projects are expected to yield
profits at the level realized before the crisis, thus generating
a gross margin of 15-20 % measured on the basis of project
cost. However, a low profit is expected to be realized on pro-
jects already completed.

Management does not anticipate any short-term improve-
ments in market conditions.

In the first half of 2011, the Group experienced increased
investor interest, particularly from property companies and
institutional investors. However, renewed unrest on the in-
ternational financial markets throughout the summer of
2011 rekindled uncertainty on the property market, negati-

vely impacting TK Development. At the end of 2011 and early
2012, the Group recorded a slight increase in interest in real
property from investors for whom quality and location are
key factors. However, the decision-making processes conti-
nue to be slow, in part because of the investors’ requirement
for lower project risk. For TK Development, the combination
of these factors has lowered project turnover and resulted in
longer negotiations than expected for the sale of the Group’s
major completed projects.

The volatility on the international financial markets and the
weakened financial sector still make credit institutions reluc-
tant to provide loans to finance real property, with a resul-
ting negative effect for TK Development. TK Development is
dependent on its ability to continue obtaining either full or
partial project financing, either from credit institutions or
from investors in the form of forward funding, or on freeing
up substantial cash resources from the sale of one or more
major completed projects.

In the letting market for retail property, tenants continue to
focus on location. TK Development is experiencing a good
amount of interest in prime-location projects, and several
strong national and international retail chains are expanding,
although decision-making processes are protracted in light
of the current unrest on international financial markets.

The rental level is expected to remain fairly stable in the pe-
riod ahead. However, the rental level for secondary locations
is expected to be under pressure.

At the same time, the market conditions have opened up
new, exciting project opportunities. As far as possible, TK De-
velopment enters into option agreements or the like for any
such project opportunities as are expected to contribute to
the Group’s future earnings.

The macroeconomic indicators in the form of GDP, private
consumption and unemployment are showing moderate
growth expectations in all the Group’s markets.

The Group has a strong platform in each of its markets and
focuses on exploiting the unrealized potential on all markets
through existing retailer and investor networks. With special
emphasis on the retail segment, the Group consistently
strives to strengthen the project portfolio in each of its
markets and to ensure satisfactory progress of its existing
projects and new project opportunities.

TK Development has business activities in two geographical
areas, Northern Europe and Central Europe.
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Northern European markets

Geographically, TKD Nordeuropa’s activities are broken
down on four core markets: Denmark, Sweden, Finland and
the Baltic States. TKD Nordeuropa has activities within vari-
ous segments in the individual markets; see the table below.

Baltic
States

Denmark Sweden Finland

Denmark

Supermarket and retail chains in Denmark are generally fo-
cusing on new and central locations in their efforts to secure
market shares and generate growth. The Group’s primary
market focus is to establish district and shopping centres in
cities and medium-sized towns, and the Group is currently
working on various potential projects within this segment.

Denmark — startup in 1989 2010 2011 2012e 2013e
GDP (% yr./yr.) 1.3 1.1 1.2 1.7
Private consumetion (% yc/yr) 19 02 12 17
Unemployment (%) 6.2 6.1 6.1 5.9

(Source: Nordea, March 2012)

Sweden

As in previous years, the business activity in Sweden is antici-
pated to focus on the retail segment. The ongoing expansion
in this sector continues to make the country an interesting
market in this segment. The development of individual, ma-
jor shopping centre and retail park projects is a specific focus

area.
Sweden — startup in 1997 2010 2011 2012e 2013e
GDP (% yr./yr.) ‘ 6.1 3.9 03 18

Private consumption (%HY

Unemployment (%)
(Source: Nordea, March 2012)

Finland

Since establishing a branch office in Finland, the Group has
developed retail parks primarily. The focus is expected to
remain on the retail segment, in particular retail parks and
shopping centre projects of varying sizes.

Finland — startup in 1999 2010 2011 2012e 2013e
GOP (BYEIYE) o 3729 .05 20
Private consumption (% yr./yr.) 3.0 3.3 1.4 1.9
Unemplo{/}ﬁent o S S P e

(Source: Nordea, March 2012)

Baltic States

The market situation in the Baltic States remains difficult. For
several years, economic developments led to declining rental
rates and increasing return requirements. However, like last
year, the market is moving forward in a positive direction.
The Group intends to start up its contemplated projects in
Latvia and Lithuania once a satisfactory pre-letting rate or a
project sale has been achieved.

Baltic States — startup in 2001 2010 2011 2012e 2013e
Latvia:

GDP (% yr/yr) 03 55 20 ... 50
Private consumption (% yr.fyr) 04 44 25 50
Unemployment (%) 187 ..155 .15 128
Lithuania:

GDP (%yrfyr) 14 53827 .40
Private consumption (% yr/yr) 49 61 .. 25 43,
Unemployment (%) 17.8 16.0 14.0 12.5

(Source: Nordea, March 2012)

Central European markets

In Central Europe, the Group has activities in Poland, the
Czech Republic and Slovakia. Euro Mall Holding has activities
within various segments in the individual markets; see the
table below.

Czech

Poland Republic Slovakia
Shopping centres . . -
Stores/superstores . . .
omes e
Mixed . -
Residential .

The Group has a well-developed network of contacts with
many local and international retail chains looking to expand
into Central Europe. In addition, Euro Mall Holding works
closely with investors, including international investment
funds, looking to invest in Central European property
projects.

Poland

The outlook for the Polish market remains positive. Both re-
tailers and investors have their primary focus on major towns
and cities. Thus, the sustained keen interest in tenancies in
prime-location retail centres and shopping centres is coup-
led with substantial investor interest in projects in major
Polish towns and cities. In addition, work will continue on
project opportunities in small and medium-sized towns, ty-
pically 10-15,000 m? projects with a small hypermarket or
a supermarket as anchor tenant. Such projects continue to
attract interest, which is reflected, among other things, by
satisfactory letting of the Group’s completed projects.
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will attract interest in future, and the Group is working on a

Poland — startup in 1995 2010 2011 2012e 2013e few project opportunities.

GOP (B YY) o 39 A3 31 . 32

Private consumption (% yr.fyr) 32 31 23 25 Slovakia — startup in 1999 2010 2011 2012e 2013e
Unemployment (%) 9.6 9.9 10.2 9.8 GDP (% yr./yr.)

(Source: Nordea, March 2012) Private co:ﬁ:sumption (%H%./yr.)

Unemployment (%) 14.4 13.2 13.2 12.3
(Source: The European Commission, forecast, autumn 2011)

The Group’s business platform also includes the housing
market in Poland.

There are still opportunities for developing and selling attrac-
tive housing, particularly in the Warsaw area. Warsaw conti-
nues to develop and boost its position as Poland’s commer-
cial hub. A large number of new residential buildings are still
being constructed in Poland, including in Warsaw, and the
supply of housing for sale, whether already constructed or
under construction, is high. At the same time, it has become
more difficult for individual buyers to obtain satisfactory
home purchase loans because the banks require higher bor-
rower equity and interest expenses have increased. Therefo-
re, demand is focused mainly on small residential units. The
price level reflects these conditions and has declined slightly.
However, the price level for small residential units in Warsaw
in the period ahead is expected to remain fairly stable.

Czech Republic

The Czech market continues to experience good demand for
tenancies in attractive retail projects. The focus is on shop-
ping centres and retail parks in medium-sized towns and ci-
ties, and the Group has several shopping centre and retail
park projects in its portfolio. The trend is towards estab-
lishing retail projects in town centres or extending existing
shopping centres.

Czech Rep. — startup in 1997 2010 2011 2012e 2013e
GDP (6 yr/yr) 27 18 07 17
Private consumption (% yr./yr.) 0.6 -0.3 0.3 1.5
Unemplo{(}nent e 7 3 ‘‘‘‘‘‘‘‘‘‘‘‘‘ 6 8 ‘‘‘‘‘‘‘‘‘‘‘‘‘ 7 0 ........... 67

(Source: The European Commission, forecast, autumn 2011)

Slovakia

In general, the need for shopping centres and retail parks in
Slovakia is considered to be limited, as the demand has al-
ready been met in most major towns and cities. However,
Management believes that retail parks at attractive locations
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THE GROUP’S PROJECT PORTFOLIO

Project portfolio status

The Group’s project portfolio comprised 776,000 m? at 31
January 2012. The project portfolio consists of sold projects
of 36,000 m? and of remaining projects of 740,000 m?2. At
31 January 2011, the Group’s project portfolio comprised
798,000 m2.

The method used previously to calculate the size of the
Group’s project portfolio in square metres has been changed.
The project portfolio is now calculated in proportion to the
Group’s ownership share of the individual projects, whereas
previously it was calculated without taking the Group’s
ownership share into account. The comparative figures have
been restated accordingly.

The development in the Group’s project portfolio is outlined
below:

DKKm 31.01.10 31.01.11 31.01.12
Sold

Completed . 0 B
In progres: B . 2 12 ...
Notinitiated .. 12 1 ...210
Total 14 26 27
Remaining

W('Iﬁqmplete'd ......... 1,352 2,107 2,027
In progres: 720 149 286
Notinitiated ... 1,164 1143 | ..L1s8
Total 3,236 3,399 3,471
Net projegt portfq‘lio ''''''' ) 3,250 3,425 3,498
Forward funding 351 284 293

_Gross project portfolio ) 3,601 3,709
Forward funding in % of gross
carrying amount of sold pro-

jects 96.2% 91.6 % 91.6 %
Table 1

The Group uses forward funding to reduce the funds tied up
in the portfolio of sold projects. The rise in forward funding
since 31 January 2011 results mainly from an accumulation
of forward funding and prepayments relating to projects in
progress.

As appears from the table above, the carrying amount of
projects in progress increased substantially during the pe-
riod under review. This increase is partly attributable to the
ongoing construction of the first phase of the Group’s retail
park project in Gavle, Sweden, and the first phase of the hou-
sing project in Bielany, Warsaw, Poland. In addition, the in-
crease includes the reclassification of a Danish project from
“completed” to “in progress” due to changes to the planned
project.

The development of the Group’s project portfolio is shown
below (in square metres):

(’000) m? 31.01.10 31.01.11 31.01.12
Sold

Completed 0 o o
In progress 25 4 R
Not initiated 87 9 29
Total 112 83 36
Remaining

Completed 76 102 95
In progress 44 22 39
Not init'iated:””: 590 591
Total 710 715 740
Total project portfolio 822 798 776
Number of projects 66 67 62
Table 2

The table below shows the distribution of the carrying
amounts of projects in the portfolio at 31 January 2012 for
the two business units.

Projects at TKD Euro Group total*)
31 January 2012 Nord- Mall Per cent
DKKm europa Holding of total
Sold
Completed 0 0 0..00%
AN progress LA 0 .. 17 ...05%
Notinitiated Y B 10 ..03%,
Total 11 16 27 0.8%
Remaining
Completed 907 108 1992 580%
In progress 243 43 286 83 %
Notinitiated . 492 637 1129 329%
Total 1,642 1,765 3,407 99.2%
Project portfolio 1,653 1,781 3,434 100.0%

*) excl. TK Development, remaining group activities, a total of DKK
64 million.
Table 3
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The table below shows the number of square metres in the
project portfolio, distributed on the two business units. The
remaining part of the Group has no development projects.

Projects at TKD Euro Group total *)
31 January 2012 Nord- Mall Per cent
('000) m? europa Holding of total
Sold
_Completed | 0 0.0 . 0.0%
In progress 5 2 7 0.9 %
Notinitiated 2 .22 37%
Total 7 29 36 4.6 %
Remaining
Completed 36 59
nprogress 32 7
Not initiate 375 231 606 78.1%
Total ) 443 207 740 954%
Project portfolio 450 326 776 100.0 %
*) excl. TK Development, remaining group activities.
Table 4

A more detailed description of all major projects appears
from the section concerning the project portfolio under the
individual business units.
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TKD NORDEUROPA

The Group’s activities in Northern Europe are placed in the
wholly-owned subgroup TKD Nordeuropa. TKD Nordeuropa
primarily operates in the retail property segment (shopping
centres and retail parks), the office segment and the mixed
segment.

Project portfolio

The development potential of the project portfolio repre-
sented 450,000 m? at 31 January 2012, of which sold projects
accounted for 7,000 m? and remaining projects for 443,000
m?2. The project portfolio had a total development potential
of 392,000 m? at 31 January 2011.

Completed projects

Sillebroen, shopping centre, Frederikssund, Denmark

In Frederikssund, TKD Nordeuropa has constructed a shop-
ping centre with a total floor space of about 25,000 m2. The
shopping centre comprises supermarket units of about 5,000
m? and speciality stores and restaurants of about 20,000 m2.
The departure of tenants has caused the occupancy rate to
drop from the figure most recently published to a current
rate of 89 %. The Group has launched initiatives to achieve
a higher occupancy rate and is negotiating with tenants for
the remaining premises. Major tenants include Kvickly, Fak-
ta, H&M, Synoptik, Matas, Skoringen, Deichmann and Vero
Moda. The centre opened in March 2010. A multi-storey car
park with about 800 parking spaces has been established at
the centre. Reference is made to page 12 for a further de-
scription of the project.

Premier Outlets Center, Ringsted, Denmark

This project has been developed in a 50/50 joint venture
with Miller Developments, a Scottish subsidiary of the Mil-
ler Group. The project consists of a factory outlet centre and
restaurant facilities, with a total floor space of 13,200 m? and
about 1,000 parking spaces. The centre opened in March
2008. Several tenants have been replaced, and the latest
newcomers to Premier Outlets Center are Holly’s, Redgreen,
Ticket to Heaven and McDonald’s. The current occupancy
rate is 59 %. Negotiations with several potential Danish and
international tenants are ongoing.

Retail park, Aabenraa, Denmark

TKD Nordeuropa has built a retail park of approx. 4,200 m?
in Aabenraa, Denmark. The retail park is fully let, and the
tenants include jem & fix, Biva, T. Hansen and Sport24.

Projects in progress

Amerika Plads, underground car park, Copenhagen, Den-
mark

Kommanditaktieselskabet Danlink Udvikling (DLU), which is

owned 50/50 by Udviklingsselskabet By og Havn I/S and TKD
Nordeuropa, owns three projects at Amerika Plads: lot A,

lot C and an underground car park. Part of the underground
car park in the Amerika Plads area has been built. The Group
expects to sell the total parking facility upon final completion.

Shopping-street property, Mejlstedgade, Br@gnderslev, Den-
mark

After handing over the Fgtex supermarket to Dansk Super-
marked in the Group’s retail park at @stergade, Brgnderslev,
the Group has taken over the former 2,400 m? Fgtex pro-
perty, which is to be developed for retailers. Following the
conclusion of lease agreements with Deichmann and Inter-
sport, these retailers opened for business at the beginning of
2011. Negotiations with potential tenants for the remaining
premises of about 1,300 m? are ongoing.

Vasevej, Birkergd, Denmark

TKD Nordeuropa owns a property of about 3,000 m? at Vase-
vej in Birkergd, rented by SuperBest. The project has been
changed and, unlike before, is now classified as “in progress”.
The project consists of a refurbishment of the existing pro-
perty and an extension comprising additional stores and a
few dwellings. The combined project is expected to comprise
about 4,400 m2.

Kofoten, Kristianstad, Sweden

In addition to an existing building of about 4,500 m?, which
was handed over to the investor in April 2011, the project
comprises an extension of about 1,700 m?, sold to the same
investor. The extension has been fully let and construction
started in autumn 2011, with the opening and handover
scheduled for spring 2012.

Retail park, phase I, Gdvle, Sweden

In the Swedish town of Gavle, TKD Nordeuropa has bought
a plot of land for developing a retail park of about 8,200 m2.
The current occupancy rate is 94 %, and lease agreements
have been concluded with such tenants as Rusta, Jysk, Stadi-
um Outlet and O&B. Construction has started, and the retail
park is expected to open in autumn 2012. Moreover, TK De-
velopment has an option to buy a plot of land for developing
additional retail park premises of about 15,800 m?2.

Projects not initiated

Jdstre Teglgade, Copenhagen, Denmark

TKD Nordeuropa owns an attractively located project area at
Teglholmen. Following the adoption of a new local plan, the
project area covers about 32,700 m2. The area is well-suited
for a combined housing and office project. The project may
be built in phases in step with letting and/or sale.

Amerika Plads, lots A and C, Copenhagen, Denmark

Kommanditaktieselskabet Danlink Udvikling (DLU), which
is owned 50/50 by Udviklingsselskabet By og Havn 1/S and
TKD Nordeuropa, owns three projects at Amerika Plads: lot
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Project outline

The outline below lists the key projects of TKD Nordeuro-
pa’s project portfolio. The carrying amounts of the projects
listed below accounted for more than 95 % of the total car-
rying amount of the project portfolio at 31 January 2012.

TKD’s Construction

TKD’s owner- start/ lpzali]
Project name City/town Country Segment share of ship expected expet.:ted
area (m?) interest construction opening
start
Completed
Retail/
Sillebroen, shapping centre Frederikssund DK | residential 25000 ..100% . Mid2008 @ . March 2010
Premier Outlets Center Ringsted DK Retail 6,600 50 % Autumn 2006  March 2008
...................................................................................................................................................................... o |d2009/
il el sslienas e CEI— S AU AL AU 2008 el diT
In progress
Underground
Amerika Plads, underground carpark  ~ Copenhagen DK carpark . 16000 .. 50% ..2004 . ...Continuously
Shopping-street property, Mejlstedgade “‘Brandgur.slev DK Retail 2,400 100 % - -

Vasevej

Retail park, Kofoten

Retail park, Gavle, phase |

Not initiated

@stre Teglgade

Amerika Plads, lot C

Amerika Plads, lot A

BROEN, shopping centre

Aarhus South, phase Il

Ejby Industrivej

@stre Havn/Stuhrs Brygge

Retail park, Marsvej

Development of town centre

Farum Bytorv, extension

Retail park, Enebyédngen, phase II

The Kulan commercial district

Retail park, S6derhamn

Retail park, Gavle, phase Il

Pirkkala Retail Park, phase Il

Kaarina Retail Park

DomusPro Retail Park

Milgravja Street

Ulmana Retail Park

TKD Nordeuropa, total floor space

Office

Copenhagen DK reside/ntial 32,700 1100 % Continuously  Continuously
Copenhagen ........ DK ............. |v||xec| 6’500 ................ 50%2013 . 2014 ......................
Copenhagen ........ DK ............. 0 fﬁce 5’900 ................ 50%2012 . 2014 ......................
Esb]erg .................. DK ............. Reta.| ........................ 29,300 100% .......... |v| |d2012 sprmg2014 .........
Aarhus .................. DK ............. Retan 2’800 100%2013 . 2013 .......................
(Copenhagen DK Offce 12000  100% 2012 2012

Aalborg DK Mixed 36,000 150 % Continuously  Continuously
Randers ................ DK ............. Retan ........................ 10500 100%2012 . 2013 .......................
K¢ge ..................... DK ............. |v||xec| ....................... 36’000 100%2013 . Conhnuou5|y .......
Farum .................... DK ............. Retan ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 8,000 100%2013 . 2014 ......................
Danderyd 5E .............. Retan ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1 ,800 100% .......... |v| |d201zspnng2013 .........
Gothenburg SE .............. M|xed ....................... 45’000 100%2013 . 2015 .......................
ot S w000 w00% g toaon

Gavle SE Retail 15,800 100 % Continuously  Continuously
Tammerfors ......... F| ............... Retan 5400 100%2012 . 2013 .......................
Turku ..................... F| ............... Retan 6’600 100%2012 . 2013 .......................
V||mu5 ................... |_T .............. Reta” ........................ 11’300 100%2012 . 2013 .......................
nga ....................... |_V .............. Re5|dem-|a| ............. 10,400 100% ,,,,,,, o

approx. 368,000

9 TKD Nordeuropa’s share of profit on development amounts to 70 %.
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Retail park in Gavle to open in October 2012

In the Swedish town of Gavle, we are well under way with the construc-
tion of an 8,200 m? retail park, of which 94 % has been let to Jysk, Sta-
dium, Rusta and O&B. The retail park is located in the southern part of
Gavle near the E4 motorway connecting Gavle with Stockholm. Establish-
ed in 1446, Gavle is one of Sweden’s oldest market towns and lies about
150 kilometres north of Stockholm.

Prominent location with strong neighbours

The retail park will be prominently located next to the E4 exit, which al-
ready serves as the main entry point to a premier shopping destination.
Thus, our retail park is located next to well-visited stores such as Biltema,
Jula, Systembolaget, City Gross and ICA Maxi — brands that guarantee a
solid customer flow. The retail park will open in October this year.




A, lot C and an underground car park. A building complex
with about 11,800 m? of office space is to be built on lot A,
and a building complex with about 13,000 m? of commercial
and residential space on lot C. Construction will take place as
the space is let.

BROEN, shopping centre, Esbjerg, Denmark

TK Development has concluded a conditional agreement for
a plot earmarked for a new shopping centre project, BROEN,
of about 29,800 m?, to be built on railway land at the sta-
tion in Esbjerg, Denmark. The centre is expected to comprise
about 70 retail stores, and lease agreements have recently
been concluded with such tenants as Bahne, Panduro Hobby
and Kong Kaffe. In addition, premises have been let to H&M,
Kvickly, Imerco, Skoringen, Sport-Master and Gina Tricot,
and the current occupancy rate is 67 %. The fitness facilities
have been let to Fitness World. Due to the continued unrest
on international financial markets, Management wishes to
achieve an even higher occupancy rate before initiating con-
struction. Therefore, in autumn 2011 it was decided to post-
pone construction startup, now expected in mid-2012. The
opening is scheduled for spring 2014.

@stre Havn/Stuhrs Brygge, Aalborg, Denmark

In the area previously occupied by Aalborg Shipyard at
Stuhrs Brygge, TKD Nordeuropa is developing a business
and residential park of about 72,000 m? through a company
jointly owned with Frederikshavn Maritime Erhvervspark on
a 50/50 basis. The area was acquired by the jointly owned
company, with payment being effected for the development
rights acquired in step with the development and execution
of specific projects. The preparations for a new local plan
comprising 31,000 m? of housing, offices and parking facili-
ties have started.

Retail park, Marsvej, Randers, Denmark

In October 2010, the Group took over a plot of land on Marsvej
in Randers, Denmark, intended for a retail development
project of 10,500 m2. Letting has been initiated, and there
is a satisfactory level of interest among potential tenants. At
the same time, a possible extension of the project is on the
drawing board.

Development of town centre, Kgge, Denmark

TK Development is working on a project opportunity in Kgge.
In February 2012, Kgge Kyst and TK Development entered
into a conditional agreement under which TK Development
is to buy land for constructing retail, residential and office
premises of about 36,000 m? immediately next to Kgge Stati-
on and the town centre shopping area. One of the conditions
stipulated in the agreement is the final adoption of the local
plan for the area, expected to take place at the end of 2012.

Farum Bytorv, extension, Farum, Denmark

In Farum, TK Development has made a winning bid for an
extension of Farum Bytorv by about 20-30 stores, a total of
about 8,000 m2. Farum Municipality and TK Development
have entered into a conditional purchase agreement about
this extension. One of the conditions stipulated in the
agreement is that a new local plan is to be prepared and
adopted for the area.

Retail park, Enebydngen, Danderyd, Sweden

In the municipality of Danderyd near Stockholm, TKD Nord-
europa handed over the first 13,000 m? phase of the retail
park to an investor in 2010/11. Construction of the second
phase of about 1,800 m?, to be tenanted by Plantagen, is
scheduled to start in mid-2012 and be completed in spring
2013. The total project has been sold to the German invest-
ment fund Commerz Real on the basis of forward funding.

The Kulan commercial district, shopping centre and service/
commercial space, Gothenburg, Sweden

TKD Nordeuropa and the Swedish housing developer JM
AB have entered into a cooperation agreement with SKF
Sverige AB to develop SKF’s former factory area in the old
part of Gothenburg. The contemplated project comprises
a total floor space of about 75,000 m?: 30,000 m? for a
shopping centre, 15,000 m? for services/commercial use and
30,000 m? for housing. TKD Nordeuropa will be in charge of
developing the 45,000 m? for a shopping centre, services and
commercial facilities, while JM AB will have responsibility for
the 30,000 m? of housing. The acquisition of land for the
project will be completed following the adoption of a local
plan, expected in 2013.

Retail park, phase I, Gévle, Sweden
Reference is made to “Projects in progress” above.

Kaarina Retail Park, Turku, Finland

In the Finnish town of Turku, TKD Nordeuropa owns a plot of
land allowing for the construction of a 6,600 m? retail park.
Negotiations with tenants are ongoing. There is a possibility
for dividing construction of the retail park into phases.

DomusPro Retail Park, Vilnius, Lithuania

TKD Nordeuropa owns a plot of land in Vilnius reserved for
building an 11,300 m? retail park. Constructive dialogue has
been established with potential tenants, and binding lease
agreements have been signed for almost half the premises.
Construction is expected to start in 2012.
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EURO MALL HOLDING

TK Development carries on its activities in Central Europe
primarily through Euro Mall Holding, with the main focus
on the retail property segment (shopping centres and retail
parks) and the mixed segment and in Poland, also the resi-
dential segment.

Project portfolio

The development potential of the project portfolio repre-
sented 326,000 m? at 31 January 2012, of which sold pro-
jects accounted for 29,000 m? and remaining projects for
297,000 m2. The project portfolio had a total development
potential of 406,000 m? at 31 January 2011.

Completed projects

Galeria Tarnovia, shopping centre, Tarnéw, Poland

In the Polish town of Tarnéw, Euro Mall Holding has con-
structed a 16,500 m? shopping centre, comprising a su-
permarket of about 2,000 m? and specialty stores of about
14,500 m2. The centre has a current occupancy rate of 96
%. Reference is made to page 13 for a further description of
the project.

Galeria Sandecja, shopping centre, Nowy Sqcz, Poland

In the Polish town of Nowy Sacz, Euro Mall Holding has con-
structed a 17,300 m? shopping centre, consisting of a 5,000
m? hypermarket and specialty stores of about 12,300 m2.
The centre has a current occupancy rate of 95 %. Reference
is made to page 13 for a further description of the project.

Fashion Arena Outlet Center, Prague, Czech Republic

In Prague, the Group has developed a 25,000 m? factory
outlet centre in a joint venture with an international
collaboration partner. The second phase of about 7,000 m?
opened in October 2010. The current occupancy rate is 90
% for the combined project. At present, negotiations with
several potential Czech and international tenants for the
remaining premises are ongoing. Reference is made to page
12 for a further description of the project.

Most Retail Park, Czech Republic

Euro Mall Holding is developing an 8,400 m? retail park in the
Czech town of Most, to be built in phases. The first phase of
6,400 m? opened in April 2009, and the current occupancy
rate for this phase is 84 %.

Projects in progress

Futurum Hradec Krdlové, extension, the Czech Republic

Construction has started on a 9,950 m? extension to the
Futurum Hradec Kralové shopping centre, owned by a joint
venture between GE Capital, Heitman and TK Development
in which TK Development has a 20 % ownership interest.
Construction is progressing as planned, and the current oc-
cupancy rate is 97 %. The opening has been scheduled for 10

May 2012. Euro Mall Holding receives fees from the jointly
owned company for letting and construction management
services.

Residential park, Bielany, Warsaw, Poland

Euro Mall Holding owns a tract of land in Warsaw allowing
for the construction of about 56,200 m?, distributed on 900-
1,000 residential units. The plan is to build the project in
four phases. The first phase consists of 136 units. Construc-
tion, which started in mid-2011, is progressing as planned,
and the opening is scheduled for the end of 2012. The pre-
completion sale of the units started in spring 2011, and sales
agreements for about 30 % of the first-phase units have been
concluded. Following completion of the first phase, the re-
maining phases are expected to be completed successively.
The residential units are expected to be sold as owner-occu-
pied apartments to private users.

Projects not initiated

Stocznia, multifunctional centre, Young City, Gdansk, Poland
Based on current plans, this multifunctional centre in Gdansk
will have total premises of about 61,000 m?, to be developed
in a joint venture with Atrium European Real Estate. The cen-
tre will comprise retail, restaurant and leisure facilities. Atri-
um European Real Estate has undertaken the overall project
financing and will retain a long-term investment in the retail,
restaurant and leisure premises. Negotiations are being held
with several tenants, all indicating keen interest in renting
premises in the centre. During the project development pe-
riod, TK Development will generate earnings through fee in-
come.

Residential park, Bielany, Warsaw, Poland
Reference is made to “Projects in progress” above.

Shopping centre, Jelenia Gora, Poland

In Jelenia Gora in Poland, TK Development has an option
to buy a plot of land to develop a shopping centre of about
24,000 m2. The project comprises a supermarket of about
3,500 m? and retail, restaurant and service premises totalling
about 20,500 m2. The local plan for the area is in place, and
the letting of premises has started. Construction is expected
to commence in 2013, and the shopping centre is scheduled
to open in 2015.

Bytom Retail Park, Bytom, Poland

Euro Mall Holding intends to develop a retail park with total
leasable space of about 25,800 m? on its site at the Plejada
shopping centre in Bytom, which is centrally located in the
Katowice region. Construction of the project will be phased
in step with letting. Letting efforts are ongoing, and construc-
tion will start as space is let.
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Project outline

The outline below lists the key projects of Euro Mall Hol-
ding’s project portfolio. The carrying amounts of the pro-
jects listed below accounted for more than 95 % of the to-
tal carrying amount of the project portfolio at 31 January

Euro Mall Holding, total floor space

approx. 283,000

2012.
TKD'’s Construction

TKD’s owner- start/ Opening/
Project name City/town Country Segment share of ship expected expected opening

are (m?) interest construction

start
Completed
Galeria Tarnovia, shopping centre Tarnéww PL “‘Rgt“ail ............. 16,500 100% Autumn 2008 November 2009
Galeria Sandecja, shopping centre  Nowy Sacz oL Retail 17,300 ..100%  Mid-2008 October 2009
Phase I: November 2007
Fashion Arena Outlet Center Prague (o4 “‘Rg';‘ail ............. 18,750 5% Spring 2007 Phase II: October 2010
Most Retail Park, phase | Mesie &z Retail o ......6400  100%  Autumn 2008 _April 2009
In progress
Futurum Hradec Kralové, extension Hradec 'Isrélové cz “‘Rgt'ail ............... 199 1 J20 %Early2011 ....... May 2012
Residential/
Residential Park, Bielany, phase | =~ Warsaw A services .....1:850  100%  Mid-2011 End-2012
Not initiated
Stocznia, multifunctional centre,
Young City Gdansk oL Mixed 27,450 V45% 2013 . 2016
Residential park, Bielany, Residential/
remaining phases iRy P SRS 48,350 .100% Continuously ~Continuously
Flosnay B flednar FL Residential T i :
Shopping centre, Jelenia Gora Jelenia Gora il Retail T L o
Bytom Retail Park Bytom PL Retail 25800 100% . Continuously Continuously
Shopping centre, Frydek Mistek Frydek Ml’stek cz “‘Rgt‘ail ............. 14,800 100% Autumn 2012 Autumn 2013
Most Retail Park, phase Il ot “ Retail o ......2000  100%  Spring2013  Autumn 2013
Phase I: Phase I:

Designer Outlet Village Moravia Moravia cz Retail 21,500 100 % Spring 2013 Spring 2014

Y Based on fee income.
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Shopping centre, Frydek Mistek, the Czech Republic

In the Czech town of Frydek Mistek, Euro Mall Holding has
an option to buy a plot of land for the purpose of building
a 14,800 m? shopping centre, consisting of about 60 stores.
Construction is expected to start in autumn 2012, with the
opening scheduled for autumn 2013. Letting is ongoing, and
tenants such as Intersport, H&M and Euronics have entered
into binding lease agreements for more than half the floor
space.

Designer Outlet Village Moravia, the Czech Republic

In Moravia in the eastern part of the Czech Republic, TK De-
velopment has an option to buy a plot of land for the pur-
pose of building a Designer Outlet Village (factory outlet
centre) of about 21,500 m2. The project will be executed in
phases, with the first to comprise about 11,700 m?. The pro-
ject is being discussed with potential tenants. The first lease
agreements have been concluded, but letting is taking longer
than expected. Therefore, construction of the first phase has
been postponed, now expected to start in spring 2013 as op-
posed to autumn 2012. Thus, the opening is now scheduled
for spring 2014.
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Futurum Hradec Kralové ready to open

The extension of the Group’s shopping centre in the Czech town of
Hradec Kralové is to open on 10 May 2012. This will add another 42
stores totalling 10,000 m? to the 65 existing stores in Futurum Hradec
Kralové. 96 % of the new premises have been let in advance to strong
chains such as H&M, KappAhl, Adidas and Gant, to name just a few.

The town’s leading shopping destination

Hradec Kralové is situated 100 kilometres east of Prague and, by
virtue of its 100,000 inhabitants with an income level significantly
higher than the Czech average, the town boasts a very attractive
customer base. The location of Futurum on the ring road only five
minutes’ drive from the town centre makes it the area’s prime shop-
ping destination, a status reinforced by the 10,000 m? extension. Fol-
lowing the extension, the shopping centre will occupy total premises
of 28,250 m2.




TK DEVELOPMENT, REMAINING GROUP ACTIVITIES / PARENT COMPANY

Remaining group activities

TK Development, remaining group activities, includes the
company TK Development A/S, which is the ultimate parent
company in the Group, and thus the parent of TKD Nord-
europa A/S and Euro Mall Holding A/S. Moreover, this part
of the Group owns the projects in Germany, a minor project
in Russia and a few other activities.

Parent Company

In 2011/12, TK Development A/S, the Parent Company, rea-
lized a profit of DKK 105.4 million against DKK 92.7 million
in 2011/12. The profit includes income from investments in
group enterprises in the amount of DKK 73.9 million against
DKK 69.1 million the year before. In addition, earnings con-
sist mainly of net financing income from loans to subsidiari-
es. In 2011/12, no writedowns for impairment were made or
reversed on investments in group enterprises. Accumulated
impairment relating to investments in group enterprises
amounted to DKK 460.2 million at 31 January 2012.

At 31 January 2012, the balance sheet total amounted to
DKK 2,391.2 million, an increase of DKK 115.3 million over
the year before. Equity totalled DKK 2,201.5 million at 31
January 2012, an increase of DKK 109.1 million relative to
31 January 2011. This increase is mainly attributable to the
profit recorded for the year.

Reference is also made to the Management Commentary for
the whole Group.
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INVESTMENT PROPERTIES

The Group’s investment properties

Floor space” Ownership

Project name City/town Segment (m?) interest Opening

Futurum Hradec Kralové, Czech Republic  HradecKralove =~ Retail ~ ~ ~  ..18300 ..20% November2000
Futurum Hradec Kralové, Czech Republic

extension HradecKralove ~~~~ Retail ... 2950 20% May2012 .
Germany Lidenscheid / Berlin _Residential/mixed 26000 ~  100% 1994-1998 ..

Total investment properties, including extension in progress

54,250

“incl. common areas

The Group’s investment properties are recognized in the
balance sheet under property, plant and equipment. The
value of these properties is measured at fair value and
amounted to DKK 366.9 million at 31 January 2012 against
DKK 358.6 million at 31 January 2011.

Central Europe

Euro Mall Holding’s investment property, the Futurum
Hradec Kralové shopping centre, had a carrying amount of
DKK 169.3 million at 31 January 2012, based on a required
rate of return of 7.0 % p.a., calculated on the basis of a
discounted cash-flow model over a five-year period, with the
terminal value being recognized in year five. The assessed
return requirement is unchanged compared to 31 January
2011.

The investment property is owned through a joint venture
with GE Capital and Heitman. TK Development has access to
a performance-based share of the value adjustments on the
property, which has been included in the carrying amount.
The shopping centre is fully let and recorded a satisfactory
occupancy rate, operating profit and customer influx
throughout the year.

An extension of the Futurum Hradec Kralové shopping centre,
comprising about 9,950 m?, is being built. Construction
is progressing according to plan, and the extension is
scheduled to open on 10 May 2012. The extension has been
classified under “Investment properties under construction”.

The current occupancy rate is 97 %. The valuation is made on
the basis of a discounted cash-flow model over a five-year
period, where expected future cash flows are discounted to
net present value on the basis of a given return requirement.
The valuation at 31 January 2012 was based on a return
requirement of 7.0 %. In addition, the valuation has been
made on the basis of a specific assessment of project progress
at the reporting date, including the risks attaching to project
completion. The total value of the extension amounted to
DKK 73.6 million at 31 January 2012 against DKK 28.8 million
at 31 January 2011.

Germany

The Group has five investment properties in Germany, of
which a combined commercial and residential property is
located in Lidenscheid in the western part of the country,
whereas the four remaining properties are residential rental
properties on the outskirts of Berlin. The Group has generally
recorded higher rent levels for the German residential rental
properties as tenants have been replaced.

At 31 January 2012, the value of these properties was DKK
197.6 million based on a required rate of return of 6.5 % p.a.
calculated on the basis of a discounted cash-flow model over
a ten-year period, with the terminal value being recognized
in year ten. The assessed return requirement is unchanged
compared to 31 January 2011.
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OTHER MATTERS

Transactions with related parties

No major or unusual transactions were made with related
parties in the 2011/12 financial year.

Litigation/other legal issues

The Group is not a party to any lawsuits that, either indivi-
dually or collectively, are expected to materially affect the
Group’s earnings.

For more details about the case against the Group’s Senior
Vice President in Poland, reference is made to the section

"Risk issues” on .
Financial targets

To provide for sufficient future financial resources, Manage-
ment has adopted a liquidity target for the whole Group. In
addition, Management has adopted a solvency target for the
whole Group corresponding to a solvency ratio of minimum
30 %, calculated as the ratio of equity to total assets. The
Group has undertaken a commitment towards its main ban-
ker to meet a liquidity target and a solvency target. Both tar-
gets were met during the period under review.

Dividends

The Supervisory Board recommends to the Annual General
Meeting that no dividends be distributed for the 2011/12
financial year.

The Supervisory Board

Kurt Daell was not prepared to stand for re-election at the
Company’s Annual General Meeting on 24 May 2011. The
remaining Supervisory Board members were re-elected, and
the Supervisory Board is currently composed of five mem-
bers. After the Annual General Meeting, a meeting was held
for the purpose of electing officers, with Niels Roth being
elected as the Chairman, and Torsten Erik Rasmussen being
elected as the Deputy Chairman of the Supervisory Board.
All Supervisory Board members are prepared to stand for re-
election.

Annual General Meeting

The Annual General Meeting of TK Development A/S will be
held at 3 p.m. on 24 May 2012 at Aalborg Kongres & Kul-
tur Center, Europahallen, Aalborg. The Supervisory Board
intends to recommend to the Annual General Meeting that:

1. no dividends be distributed for the 2011/12 financial
year;

2. in the period from 24 May to 30 June 2012, the Super-
visory Board be authorized to issue warrants, without a
pre-emptive right for the Company’s existing sharehol-
ders, by one or more issues for a total of up to nomi-
nally DKK 10,500,000 (700,000 shares of DKK 15) to the
Executive Board and other executive staff members in
the Group; and that at the same time, the Supervisory
Board be authorized to increase the Company’s share
capital by one or more issues during the period ending
on 30 June 2016 by up to nominally DKK 10,500,000 for
the purpose of implementing the capital increase resul-
ting from the exercise of warrants under the incentive
scheme to be launched in 2012. The planned incentive
scheme is described in more detail in the section “Sha-
reholders”;

3. the special reserve of DKK 140.2 million arising in con-
nection with the capital reduction implemented in
August 2010, when the denomination of the Group’s
shares was changed from DKK 20 to DKK 15, be trans-
ferred to the Company’s distributable reserves.

The complete wording of the resolutions proposed will ap-
pear from the agenda of the Annual General Meeting.

The full Annual Report is downloadable from TK Develop-
ment’s website, www.tk-development.dk, as from 2 May
2012.
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BUSINESS CONCEPT

Mission and strategy

The overall mission of TK Development is to create added
value by developing real property.

The Group operates in the property development and ser-
vices environments, and specializes in being the creative and
result-oriented link between tenants and investors.

Business concept

In collaboration with tenants and investors, TK Develop-
ment plans and arranges the construction of new buildings,
and the expansion and conversion of real property based
on tenant needs and investor requirements. The Group
develops the projects, which involves letting the premises,
concluding contracts with construction companies and sub-
contractors for the execution of the building works and ma-
naging construction.

The Group can develop projects for its own account, with
or without advance project sales, and can either finance the
projects on its own books or procure staged financing from
the buyer in step with project completion (forward funding);
see below.

In terms of segments, the Group focuses on the develop-
ment of shopping centres, superstores and corporate head-
quarters and related mixed and multifunctional projects as
well as housing in Poland. The retail segment will continue to
be the Group’s most important segment in the years ahead
based on continued expansion of its already extensive net-
work of contacts.

The Group owns a few investment properties for letting pur-

poses. The Group monitors the market situation on an on-
going basis with a view to selling its investment properties.

. Engineers
Architects

Option/purchase of site N ¢

Tenant requirements (
Investor requirements 7

ting
a \ les
Public authorities ﬂ

Contractors

Subcontractors

Investors

Tenants

nagement

Following the business model adaptation announced in Ja-
nuary 2012, the Group can also choose to initiate projects
with a view to construction and subsequent startup and ma-
turing over a short span of years, with such projects typically
being classified as investment properties.

In future, the Group will thus utilize its know-how to en-
compass both property development and asset manage-
ment. Development competencies continue to be fully in
place in the Group’s four main markets, Denmark, Sweden,
Poland, and the Czech Republic. The Group has mainly out-
sourced the property management of completed properties,
but handles asset management internally.

Project development

The Group has strong networks forged on the basis of long-
standing, close business relationships with tenants and inve-
stors, and regularly enters into contracts with these business
partners. The Group is predominantly a service provider and
has specialized in being the productive and creative liaison
between tenants, investors, architects, construction compa-
nies and other business partners.

A project typically goes through the following stages:

e The Group’s project developers seek out prime locati-
ons based on the specific requirements of tenants and
investors.

e Arough budget is drawn up.

e As a main rule, the Group secures an option to acquire
the selected plot of land.

e Independent architects prepare a project outline.

e The Group’s project engineers review construction
costs indicated in the project proposal.

e A final budget is prepared and submitted for approval
by Management.

e Lease agreements are concluded with future project

Finished project

C h oo 0o 000
d 0o
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tenants. Frequently, agreements concerning a sale to
one or more investors are signed at this point, or, alter-
natively, agreements on project startup are made with
one or more co-investors who wish to participate in
both the construction and the maturing phase.

e Agreements are concluded with contractors and sub-
contractors to perform the actual construction work.

e  The Group’s project engineers are in charge of construc-
tion management while the project is being carried out.

e The sales department makes continuous efforts to sell
and let any projects that have not been pre-sold or pre-
let to investors and tenants.

Project and risk management

New projects are initiated on the basis of an overall
assessment of their earnings potential, balance sheet impact
and impact on cash resources relative to the specific risks
attaching to the individual project.

Limiting risks

A number of management tools contribute to ensuring a
satisfactory project process. Construction is typically not ini-
tiated until at least 60 % of a project is let or sold. If the pro-
ject is sold, construction will not be initiated until the Group
anticipates being able to meet such investor requirements
as would allow final completion of the project sale. Meeting
these requirements typically falls within the Group’s sphere
of competencies. Careful project management and follow-up
are essential to any project, and project finances and cash
flows are also monitored closely.

The Group emphasizes that project location, regulatory mat-

ters, pre-letting, construction matters and market conditions
should combine to limit the complexity of and thus the risk
attaching to the projects.

Forward funding

In general, the Group aims to secure the sale of projects at an
early stage and Management believes it is important to ex-
pand investor commitment by having the investors fund the
project during the construction process (forward funding)
where possible. Forward-funding agreements with investors
are usually made before construction startup, which means
that the investor’s payments on account during the construc-
tion period coincide with the payments to be made to TK
Development’s contractors.

The criteria for using forward funding are based on several
important principles, including to keep the funds tied up in
the Group’s projects at an absolute minimum, which also
reduces the balance sheet total and minimizes the risk. Be-
fore construction starts, the investor and TK Development
come to an agreement on a well-defined project. The inve-
stor remains involved throughout the construction period
and is consulted on major decisions. These principles ensure
that, apart from the risk of not completing the project, TK
Development’s risk from construction startup is typically li-
mited to the letting risk attaching to any remaining unlet pre-
mises and the risk of construction budget overruns.

The diagram below illustrates the Group’s funds tied up in projects, in scenarios both with and without forward funding.

I Project implementation without forward funding

Project implementation based on forward funding

Funds tied up (DKK)

Development phase

Site purchase
Construction start

Project progress

Construction period

Handing-over
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Startup and maturing

As stated above, following the business model adaptation
announced in January 2012, the Group can also choose to
initiate projects with a view to construction and subsequent
startup and maturing over a short span of years, with such
projects typically being classified as investment properties.

This is a natural consequence of the changed risk picture, in-
cluding in particular the change in investor behaviour, which
means that the development process for some projects is
not optimally finalized until they have been matured and run
in. The portfolio of investment properties generated by this
new element will ensure both a positive operating margin
and a positive cash flow, viewed in isolation. After the ma-
turing process, the project returns can be even better docu-
mented and higher prices obtained.

Investment properties can be developed either for the
Group’s own account or in project development joint ven-
tures with co-investors that wish to participate in both the
construction and maturing phases. By entering into joint
ventures, the Group will achieve more effective placement
of its equity financing of projects under development, bet-
ter risk spread, and more efficient use of the Group’s staff
resources and competencies.

Other elements of TK Development’s business
concept

The local community

TK Development strives to design projects that support
growth in the local community. The Group’s business con-
cept plays a role in strengthening the local business environ-
ment and lifting local employment.

The Group develops its projects together with local politi-
cians, organizations, tenants and investors, thus integrating
the needs and wishes of all stakeholders to reach the best
possible solution for everyone involved.

Thus, the employees in the Group acquire important know-
how about the various stakeholders’ needs and wishes. This
helps ensure swift decision-making processes and efficient
progress in the development of individual projects in the
Group.

The Group’s dedicated efforts in the local community also
mean that TK Development enters into sponsorships/co-
operation agreements with local players in the culture and
sports sectors.

Green building
The Group is experiencing increasing demand for green buil-

dings from both tenants and investors. TK Development of-
fers to construct green buildings as and when requested by
the Group’s customers. A case in point is the Group’s retail
park in Danderyd, Sweden, which has been constructed as a
“Green Building” according to applicable Swedish standards.
TK Development has succeeded in having the Group’s Sille-
broen shopping centre in Frederikssund, Denmark, certified
according to BREEAM standards, achieving the “Very Good”
rating. It has also been decided to obtain BREEAM certifi-
cation of the Group’s projected shopping centre in Esbjerg,
Denmark, with the aim of achieving the rating “Good” or
“Very Good”.

Environment

TK Development is keenly aware that the public eye is sharp-
ly focused on environmental optimization throughout the
construction process. Public concerns include the reduction
of CO, emissions and the sustainability of building projects.

When the Group acquires sites for its projects, the land is
examined to determine any contamination. If a plot of land is
contaminated, the Group will clean up the land for its inten-
ded use before starting construction or refrain from buying
the relevant plot.

When developing projects, the Group strives to achieve an
optimum balance between environmental and social con-
cerns while also generating revenue for the Group. The choi-
ce of materials, design, energy consumption and environ-
mental impact all form part of such considerations.

The Group aims to complete projects without causing unne-
cessary environmental impact. TK Development cooperates
with tenants and investors to establish appropriate environ-
mental solutions when developing and implementing new
projects. For instance, the Group seeks to create finished
projects with low energy consumption and a good indoor
climate that will provide a comfortable working environment
for future employees.

Moreover, when designing large and small shopping centres,
TK Development attaches weight to ensuring the availability
of convenient public transport options for customers.
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KNOWLEDGE RESOURCES/VALUE CREATION IN TK DEVELOPMENT

TK Development’s value creationis based primarily onits good
relations with tenants and investors (networks). Combined
with the employees’ know-how and competencies, these
relations form the basis for the Group’s ability to create
added value for its shareholders.

TK Development develops real property projects that meet
high standards. Together with the employees’ knowledge
and qualifications, the Group’s close relations with tenants
and investors play an essential role in minimizing the risks
of individual projects. This combination is the prerequisite
for developing projects that generate satisfaction for tenants
and investors alike, as well as satisfactory earnings for the
Group on individual projects.

Employees

The employees’ know-how and competencies are key to TK
Development’s value creation. The Group’s employees work
within individual, specialized areas: project developers, let-
ting managers, legal and financial project controllers, and
engineers. Project developers create the Group’s portfolio
of projects. They have great expertise within letting and sel-
ling retail and office space. Their tasks consist of selecting
locations, which are subsequently analyzed to identify their
business potential. Their next task is preparing conceptual
designs for the final projects in close cooperation with in-
dependent architects, consulting engineers, future tenants,
authorities and investors. The Group’s engineers and project
controllers manage the individual projects from startup to
handover, and their work is thus crucial for ensuring that
budgets are complied with and anticipated values generated.

Management believes that the combination of long-standing
experience, in-depth knowledge of tenants and investors,
know-how and professional competencies enables the
Group to complete projects from idea to finalized project at
a minimal risk and good profitability.

Education

To raise the employees’ level of expertise to an even higher
level and thus reinforce TK Development’s value creation,
the Group has continuous focus on training and education.
The aim is to strengthen the Group in the development pha-
ses that are critical to maximizing the value of each indivi-
dual project.

The Group’s project developers, letting managers and engi-
neers all take part in a training programme based on their
qualifications. Each employee’s training need is assessed on
the basis of an analysis of his or her current qualifications,
and individual training programmes are compiled to enhance
the employees’ project management and completion skills.

In addition to improving the Group’s knowledge resources,
the programme helps cement TK Development’s position
as an attractive workplace for both existing and future
employees.

Apart from offering a training programme, TK Development
holds annual personal development interviews with all
employees. These interviews form the basis for providing
any supplementary development and training as well as ca-
reer initiatives for the individual employees.

Incentive schemes

With staff being an essential factor for ensuring the Group’s
sustained development and growth, TK Development has
launched warrant schemes for a number of employees as part
of its initiatives to retain and attract staff. TK Development
intends to use incentive schemes in the future as well.

Project organization

TK Development believes it is important to give employees
an inspiring workplace where individual projects afford them
the opportunity to accumulate knowledge and experience
that can be passed on throughout the organization and thus
continuously improve the Group’s collective know-how and
skills.

In order to ensure a high degree of quality in all services pro-
vided by the Group to tenants and investors - as well as ef-
ficient progress and quick decisions in the development of
individual projects - the Group’s staff is anchored in a matrix
organization as follows:

Project groups
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Sale and rental g
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The matrix organization means that all the Group’s peak
competencies, covering the progress of a project from blue-
print to completion, exist in the project group that carries
through the individual project from A to Z.

Organization, management and employees

Like the group structure, TK Development’s organization and
management structure is divided into Northern Europe and
Central Europe.
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In Northern and Central Europe, the Group operates branch
offices managed by divisional managers (senior vice presi-
dents).

The Group’s international management team consists of the
above-mentioned group of persons, as well as functional ma-
nagers in the individual countries.

Breakdown of the Group’s employees

At 31 January 2012, the Group employed a total of 119 per-
sons, broken down as follows:

TK Development A/S (20)

Group/services: 15

Germany: 5
TKD Nordeuropa A/S (58) Euro Mall Holding A/S (41)
Denmark: 27 Czech Republic: 16
Denmark, centre man.: 9 Poland: 25
Sweden: 14
Finland: 4
Lithuania 4

Group functions and related services include management,
accounting, finance and other staff functions.

After the organizational change implemented in January
2012, the Group’s management structure is as follows:

Frede Clausen
President and CEO

Robert Andersen
Executive Vice Precident
Morten Tousgaard Vivi Sgrensen )
Controlling Group Accounting
Niels Christian Olsen
Group Finances
Erik Godtfredsen
Senior Vice President

Customer relations

The Group’s customers consist of tenants and investors. TK
Development continuously strives to create new, improved
services to make the Group an even more attractive business
partner for tenants and investors.

Tenants

Over the years, TK Development has built close partnership
relations with a large number of companies, including in par-
ticular retail chains looking to set up new stores.

The Group has gained in-depth knowledge of tenant needs
and requirements. From this platform, TK Development can
develop retail solutions that meet tenants’ requirements for
design and location. In addition, the numerous close relati-
ons with a wide range of retail chains mean that the Group
is always able to put together an attractive retail mix that
boosts individual tenants’ revenue.

With development activities in eight Northern and Central
European markets, TK Development can also accommodate
tenants who wish to set up business in new markets.

Investors

TK Development has also built close relations with a number
of Danish and foreign property investors.

The Group has in-depth knowledge of investor needs and
requirements. Among other things, TK Development offers
standardized, international contracts and a problem-free
process from initiation to delivery.

Over the years, the Group has sold projects to a range of
Danish and foreign banks, investment funds, pension funds
and private companies.

Df.nmark Erik Godtfrec!ser: R Czech Rep. . .
Finland Janne-Petteri Mikel Slovakia } Rostislav Novak
Swefien Dan Faester Poland Zygmunt Chyla
Lf—;\twa ) } Lina Paukéte Germany Mogens Pedersen
Lithuania
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SHAREHOLDERS

Stock exchange

NASDAQ OMX Copenhagen

Share transfer restrictions

ISIN code DK0010258995

Share price development

On 31 January 2012, TK Development A/S’ shares were listed
at a price of DKK 13.5 per share with a nominal value of DKK
15, equal to a market value of DKK 568 million.

The price of TK Development A/S shares developed as fol-
lows during the year under review:

I TK Development A/S N OMXC20

N
o

o
o

%
z

Indexed share price development
]
o

40

01-02-2011
31-01-2012

Volume of trading

During the year under review, the share was traded on 257
days, with a total trading volume of DKK 181 million against
DKK 279 million the year before. 7,660 trades were complet-
ed (2010/11: 12,655 trades), covering a total of 10,343,972
shares (2010/11: 11,830,145 shares).

Shareholders and their holdings

The number of registered shareholders decreased from
8,524 at the beginning of the year to 7,928 at the end of the
year. The registered shareholders represented 92.36 % of the
share capital at 31 January 2012. The shareholders are com-
posed as follows:

Supervisory and Executive
Boards 3.22 %

Other major

shareholders 17.81 %
Pension funds 9.82 %
Banks, insurance companies
and unit trusts 10.63 %

I Foreign shareholders 13.72 %
Other registered
shareholders 37.16 %

Bl Non-registered
shareholders 7.64 %

The table below shows the ownership structure of TK De-
velopment A/S as of today, as reported to NASDAQ OMX Co-
penhagen A/S pursuant to section 29 of the Danish Securities
Trading Act.

Ownership and
voting interest
in %

Direct and indirect ownership
(shareholders)

Kurt Daell

Lysagervej 25

2920 Charlottenlund

Denmark 10.01

Carl Ejler Rasmussen,

c/o Carl Ejler Rasmussen & Co A/S

Amaliegade 13 A

1256 Copenhagen K

Denmark 7.80

The table below shows a breakdown of shares held by the
Supervisory Board and Executive Board.

Ownership  Change for
Number of and voting the yearin

shares *) interest number of
in% shares

Supervisory Board:
Niels Roth, Chairman 703,626 1.67 438,626
Torsten Erik Réémussen, """""""""""""
Deputy Chairman 89,140 0.21 40,000
'ISéFHSe)ndergaa'r‘d ..........................
Egdﬂersen ) 279,508 0.66
Jesper Jarlbaek 56,900 0.14
Jens Erik Christensen 37,448 0.09
Executive Board:
Frede Clausen 243,439 058 25,000
Robert Andersen 115,000 0.27 . 27,500
Total 1,525,061 "3.63 603,574

*) The holdings include all shares held by all members of the entire house-
hold as well as companies controlled by the above-named persons.
**) Increased from 3.22 % to 3.63 % since 31 January 2012.

Shareholders’ agreements

Management is not aware of any shareholders’ agreements
that have been concluded between TK Development A/S’
shareholders.
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Rules regarding alterations to the Company’s Ar-
ticles of Association

The Articles of Association of TK Development A/S can only
be altered following a resolution adopted at a General Meet-
ing in compliance with the Danish Companies Act. Requests
for the inclusion of a specific proposal in the agenda of the
Annual General Meeting shall be submitted in writing by
shareholders to the Supervisory Board. If the request is sub-
mitted no later than six weeks before the date of the General
Meeting, the shareholder is entitled to have the proposal
included in the agenda. If the Supervisory Board receives
the request later than six weeks before the Annual General
Meeting, the Supervisory Board will determine whether the
request has been made sufficiently early to permit its inclu-
sion in the agenda.

At a General Meeting, resolutions can only be adopted in re-
spect of business included in the agenda and any proposed
amendments. If proposals to alter the Articles of Association
are to be considered at a General Meeting, the essentials of
such proposals must be stated in the convening notice. A
resolution to alter the Company’s Articles of Association is
subject to the proposal being adopted by at least two-thirds
of the votes cast as well as of the voting stock represented at
the General Meeting.

Share-based incentive schemes

2008 scheme

In 2008, the Supervisory Board issued warrants to the Exe-
cutive Board and 30 other executive staff members for the
subscription of 698,000 shares, each with a nominal value
of DKK 20. As a consequence of the capital reduction and
capital increase implemented in August 2010, where the
subscription price for the newly issued shares was lower
than the market value of the shares, the Supervisory Board
resolved to adjust the number of warrants allocated and the
subscription price for exercising the warrants. There were a
total of 761,497 active warrants at the reporting date.

Warrants comprised by the incentive scheme may be exerci-
sed within three six-week windows, of which only one win-
dow remains, viz. the six weeks following publication of the
preliminary announcement of financial statements for the
2011/12 financial year.

The subscription price per share of nominally DKK 15, before
any deduction for dividends, has been fixed at DKK 72.5 in
the first exercise window, DKK 74.9 in the second window
and DKK 78.4 in the third window.

The costs to the Group of the above-mentioned four-year
incentive scheme total DKK 11.9 million, expensed over the

period from June 2008 to October 2011.

2010 scheme

In June 2010, the Supervisory Board granted 100,000 war-
rants to the Executive Board and 294,000 warrants to other
executive staff members, a total of 394,000 warrants. As a
consequence of the capital reduction and capital increase
implemented in August 2010, where the subscription price
for the newly issued shares was lower than the market value
of the shares, the Supervisory Board resolved to adjust the
number of warrants allocated and the subscription price for
exercising the warrants. There were a total of 446,315 active
warrants at the reporting date.

Under the three-year warrant scheme, warrants can be exer-
cised at the earliest two years after the grant date, and any
shares subscribed for are subject to an additional lock-up pe-
riod of up to two years. Warrants comprised by the incentive
scheme may be exercised during three six-week windows.
These six-week windows are placed thus:

e following publication of the preliminary announcement
of financial statements for the 2011/12 financial year
(from around 30 April 2012);

e following publication of the interim report for the six-
month period ending 31 July 2012 (from around 30 Sep-
tember 2012); and

e following publication of the preliminary announcement
of financial statements for the 2012/13 financial year
(from around 30 April 2013).

The subscription price per share of nominally DKK 15, before
any deduction for dividends, has been fixed at DKK 24.3 in
the first exercise window, DKK 25.2 in the second window
and DKK 26.3 in the third window.

The Group’s total expenses for the incentive scheme amount
to DKK 1.9 million, to be charged to the income statement
over a period of 22 months.

2011 scheme

In June 2011, the Supervisory Board granted 125,000 war-
rants to the Executive Board and 375,000 warrants to other
executive staff members, a total of 500,000 warrants. There
was a total of 500,000 active warrants at the reporting date.

Under the four-year warrant scheme, warrants can be exer-
cised at the earliest three years after the grant date, and any
shares subscribed for are subject to an additional lock-up pe-
riod of up to two years. Warrants comprised by the incentive
scheme may be exercised during three six-week windows.
These six-week windows are placed thus:
e  following publication of the preliminary announcement
of financial statements for the 2013/14 financial year
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(from around 30 April 2014);

e following publication of the interim report for the six-
month period ending 31 July 2014 (from around 30 Sep-
tember 2014); and

e following publication of the preliminary announcement
of financial statements for the 2014/15 financial year
(from around 30 April 2015).

The subscription price per share of nominally DKK 15, before
any deduction for dividends, has been fixed at DKK 28.0 in
the first exercise window, DKK 28.9 in the second window
and DKK 30.2 in the third window.

The Group’s total expenses for the incentive scheme total
DKK 2.1 million, to be charged to the income statement over
a period of 35 months.

Number of Number of Number of
warrants warrants warrants

2008 scheme 2010 scheme 2011 scheme

SupervisoryBoard . 0 0 0
Executive Board:

.[FredeClausen . 27,775 37,515 .....62,500
Robert Andersen 97,775 57,515 62,500
Other L T S vchosovehetotl
LI 565,947 331,285 . 375,000
Total 761,497 446,315 500,000

Company Announcements

2012 scheme

The Supervisory Board recommends that the Annual General
Meeting authorize the Supervisory Board to issue warrants
during the period 24 May 2012 to 30 June 2012 to the Exe-
cutive Board and other executive staff for the subscription
of up to 700,000 shares, each with a nominal value of DKK
15. The first exercise opportunity will be after three years,
with a further lock-up period of up to two years in respect of
any gain on the acquired shares in excess of the subscription
amount and tax. The Group’s total expenses for the incentive
scheme are estimated to total DKK 1.9 million, to be charged
to the income statement over a period of 35 months.

Dividends and dividend policy

TK’ Development’s long-term policy is to distribute a portion
of the year’s profit as dividends or alternatively via a share
repurchase programme. This will always be done with due
regard for the Group’s capital structure, solvency, cash re-
sources and investment plans.

Annual General Meeting

The General Meeting of shareholders is the supreme autho-
rity in all corporate matters of TK Development A/S, subject
to the limitations provided by Danish law and TK Develop-
ment A/S’ Articles of Association. The Annual General Meet-
ing must be held in the municipality where TK Development
A/S’ registered office is located sufficiently early to permit

No. Date

2 01Feb 11 Revision of profit estimate to about DKK 70 million after tax for 2010/11 and a profit estimate of about DKK 100 million after tax for 2011/12

Profit estimate for the 2011/12 financial year adjusted downwards to about DKK 25 million after tax. The Group will adapt its business model to

1 24 Jan 12

market conditions and reduce its cost level by about 20 %. Positive results after tax are expected for 2012/13.

The complete wording of company announcements is available at the Company’s website.
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compliance with the Company’s applicable time limits for
the holding of General Meetings and the filing of Annual
Reports. General Meetings are convened by the Supervisory
Board. The Annual General Meeting will be held at 3 p.m. on
24 May 2012 at Aalborg Kongres & Kultur Center, Europahal-
len, Aalborg.

Extraordinary General Meetings are held following a resolu-
tion by the shareholders in General Meeting or the Supervi-
sory Board or at the request of the auditors of TK Develop-
ment A/S or at the written request of shareholders collec-
tively holding not less than 5 % of the total share capital.

All business transacted at General Meetings, with the excep-
tion of alterations to the Articles of Association or a resolu-
tion to dissolve the Company, is decided by a simple majority
of votes unless otherwise provided by current legislation;
see Article 6 of the Company’s Articles of Association.

Registered shares

All shares are registered in book-entry form in accounts
maintained in the computer system of VP Securities A/S,
Weidekampsgade 14, PO Box 4040, 2300 Copenhagen S,
Denmark, and must be held and managed through a Danish
bank or other institution authorized to be registered as the
custodian of the shares. The shares must be issued to named
holders and may not be transferred to bearer.

The Supervisory Board’s powers

Powers to issue new shares

The Supervisory Board is authorized to increase the
Company’s share capital by one or more issues during
the period ending on 30 June 2012 by up to nominally
DKK 13,960,000, without any pre-emptive rights for the
Company’s existing shareholders. Moreover, the Supervisory
Board is authorized to increase the Company’s share capi-
tal by one or more issues during the period ending on 30
June 2014 by up to nominally DKK 8,000,000, without any
pre-emptive rights for the Company’s existing shareholders.
This authorization is to be used for implementing the capital
increases resulting from the exercise of warrants under the
existing incentive schemes. Accordingly, the overall authori-
zation for the Supervisory Board to subscribe for capital will
amount to 3.5 % of the Company’s share capital. The out-
standing warrants following the adjustment as a result of
the capital reduction and capital increase implemented in
August 2010 amount to nominally DKK 11,422,455 and no-
minally DKK 6,694,725 for the 2012 and 2014 authorization,
respectively.

Moreover, the Supervisory Board is authorized to increase
the Company’s share capital by one or more issues during
the period ending on 30 June 2015 by up to nominally DKK

7,500,000, without any pre-emptive rights for the Company’s
existing shareholders. This authorization for an increase cor-
responds to 1.2 % of the Company’s share capital.

Accordingly, the overall authorization for the Supervisory
Board to subscribe for capital will amount to 4.7 % of the
Company’s share capital.

Treasury shares

At the Annual General Meeting on 25 May 2010, the Su-
pervisory Board was authorized, on behalf of the Company,
to acquire treasury shares having a nominal value of not
more than 10 % of the share capital in order to optimize the
Group’s capital structure. The authorization is valid for a pe-
riod of five years from the adoption of the resolution at the
Annual General Meeting.

Rules on insider trading

TK Development’s Management and employees are only al-
lowed to trade in the Company’s shares during the six-week
period after the publication of annual and quarterly reports
and any other comprehensive announcements of financial
results. If Management or employees are in possession of
inside information that may influence the pricing of TK’s sha-
res, they may not trade in the shares even during the six-
week period. The Company keeps a register of the shares
held by insiders, including any changes in their portfolios,
and discloses this information in accordance with existing
legislation.

Investor relations

TK Development aims to keep its shareholders and investors
up-to-date on all relevant matters.

The Company’s website, www.tk-development.dk, includes
all company announcements issued for the past five years,
updated share prices and information about the Group’s
projects in progress. When investor presentations are pub-
lished in connection with the announcement of annual and
half-year financial results, they are also made available at the
Company’s website.

Moreover, there is a direct link from TK Development A/S’
website to the NASDAQ OMX Copenhagen A/S website
(www.nasdagomxnordic.com), which contains further infor-
mation about the TK Development A/S share. Reference is
also made to the description of Corporate Governance at the
Company’s website, www.tk-development.dk.
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Financial calendar

Annual Report 2011/12

Annual General Meeting

Interim Report Q1 2012/13

Interim Report Q1-Q2 2012/13

Interim Report Q1-Q3 2012/13

Preliminary announcement of financial
statements 2012/13

ANNUBIREDOIE s SO D 2013

Annual General Meeting 22 May 2013
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STATUTORY ANNUAL CORPORATE SOCIAL RESPONSIBILITY STATEMENT

In addition to carrying on profitable business activities, TK
Development intends to adhere to and expand the Group’s
ethical, social and environmental responsibilities as a busi-
ness corporation.

TK Development fundamentally endorses the UN’s ten social
responsibility principles, but has not acceded to the UN Glo-
bal Compact. The Group only carries on activities in coun-
tries that have already incorporated human rights, labour
standards and anti-corruption principles into their national
legislation.

The Supervisory Board has not introduced any policies that
integrate corporate social responsibility into its strategy and
activities.

Reference is also made to www.tk-development.dk/
csr_2011_12
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CORPORATE GOVERNANCE

TK Development’s Supervisory and Executive Boards conti-
nue to focus on the recommendations for corporate gover-
nance, and the Supervisory Board reassesses its policies for
compliance with the recommendations at least once a year.
In a few areas, the Company does not comply with the re-
commendations, but instead provides an explanation of its
reasons for not complying with a specific recommendation.
The Supervisory Board is of the opinion that TK Development
A/S lives up to the existing Recommendations on Corporate
Governance.

A detailed review of the Supervisory Board’s policies for
compliance with the recommendations issued by NASDAQ
OMX Copenhagen A/S is available at www.tk-development.
dk/cg_2011_12

The Committee recommendations not followed are listed
below:

Corporate social responsibility

In the light of the Company’s size and activities and the
Group’s operating markets, the Supervisory Board has deci-
ded not to adopt policies for corporate social responsibility.
The Board will regularly assess the need for policies in this
area.

Diversity

The Supervisory Board acknowledges the importance of the
diversity of the Company’s Management and staff and conti-
nuously assesses the need to issue specific guidelines in this
respect. The limited size of the organization and its division
into units operating in different countries with relatively few
employees in each country mean that the Group is largely
compelled to focus on competencies and experience when
both recruiting and promoting employees. For the reasons
set out above, TK Development has so far chosen not to
establish specific guidelines and objectives as regards diver-
sity. Naturally, Management is aware of the importance of
providing equal opportunities to the Group’s employees, ir-
respective of gender.

Retirement age

Setting an age limit for the members of the Supervisory
Board has not been considered appropriate by TK Develop-
ment, as talents, expertise and experience are weighted hig-
her than an age criterion.

Audit committee

The Supervisory Board believes that auditing is an issue that
concerns all board members. For this reason, and given the
complexity of the accounting procedures and the size of the
Supervisory Board, it has been considered appropriate not to
set up an actual audit committee, but to let all board mem-
bers function jointly as the audit committee.

Nomination committee

The Supervisory Board has decided not to establish a nomi-
nation committee because, given its size, the Supervisory
Board finds that these tasks are best handled by the Board
as a whole.

Remuneration committee

TK Development has decided not to establish a remunera-
tion committee because these tasks are dealt with by the
Chairman and Deputy Chairman of the Supervisory Board.

Content of remuneration policy

So far, the Supervisory Board has decided not to set limits
for how high a portion of the total remuneration may be
constituted of variable components, as the amount of
bonus will only be paid if a minimum 8 % return on equity
is achieved. Until further notice, the amount of bonus is
expected to account for a minor portion only relative to the
fixed pay elements.

As bonus is only paid if a minimum 8 % return on equity is
achieved for an individual financial year, the Supervisory
Board assesses that the remuneration policy ensures con-
stant alignment between the interests of the Executive
Board and the shareholders. It has therefore been found
unnecessary to establish criteria ensuring that the vesting
period for variable pay elements, wholly or in part, is longer
than one financial year.

Capital and share structure

TK Development A/S’ shares are not divided into several
share classes, and no shares are subject to special rights
or restrictions. Each share confers one vote on the holder.
TK Development’s Articles of Association contain no
restrictions governing share ownership, the number of
shares that a shareholder may hold or share transferability.
As all shareholders thus have equal rights, the Supervisory
Board believes that the share structure chosen is the most
appropriate one.

The Company’s Management reviews the Group’s capital
structure on a regular basis, as well as the need for any
adjustments. Management’s overall aim is to provide a
capital structure that supports the Group’s long-term growth,
while at the same time ensuring the best possible relation
between equity and loan capital and thus maximizing the
return for the Company’s shareholders. In Management’s
opinion, there is no current need to change the present
capital structure.

The Supervisory Board

Composition and rules regarding appointments and repla-
cements
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According to the Articles of Association, the Supervisory
Board must be composed of not less than four nor more
than seven members. The Supervisory Board is currently
composed of five members elected by the General Meeting.
Management considers the composition of the Supervisory
Board to be appropriate relative to the Company’s current
activities and requirements. In Management’s opinion, the
current Supervisory Board members have the financial, stra-
tegic and commercial expertise required by an international
business such as TK Development. The members of the Su-
pervisory Board are elected at the General Meeting of sha-
reholders to serve for a term of one year at a time. Retiring
members are eligible for re-election.

The Supervisory Board’s competencies cover a wide spec-
trum, including strategic management, international relati-
ons, capital structure, the property sector, the retail trade,
risk assessment and control, investor relations, business de-
velopment as well as accounting and financial expertise.

The professional qualifications of the Supervisory Board
members are listed individually under the heading “Board
posts".

The Supervisory Board considers all its members, with two
exceptions, to be independent of the Company. Torsten Erik
Rasmussen is not considered independent as he has held a
seat on the Supervisory Board for more than 12 years, and
Per Sgndergaard Pedersen is not considered independent
because he was previously a member of the Company’s Exe-
cutive Board.

Self-evaluation

Once a year the Supervisory Board systematically evaluates
its work and competencies with a view to continuously im-
proving and streamlining its work.

The Chairman is in charge of this internal evaluation of
the Supervisory Board. To date, the Supervisory Board has
chosen to conduct a qualitative evaluation in the form of
interviews and open, constructive dialogue with all mem-
bers present at the same time. The evaluation is based on
a predetermined list of subjects, including communication
and collaboration, results achieved compared to targets set,
short- and long-term composition of the Supervisory Board,
and the competencies of its members as well as any need
for knowledge and skills development. Other relevant issues
are considered on an ad-hoc basis. The mutual confidence of
the members in each other automatically leads to a free ex-
change of opinions, and each member is encouraged to take
an active part in discussions. If desired by any member or the
Chairman, the members can be interviewed individually on
any specific subject.

Number of Supervisory Board meetings

In the 2011/12 financial year, the Supervisory Board held se-
ven board meetings, including two strategy meetings.

Risk control activities

One of the tasks of the Supervisory Board is to ensure ef-
ficient risk management. In connection with determining TK
Development’s strategy and overall goals, the Supervisory
and Executive Boards have identified the most significant
business risks.

A core element of the Group’s risk management is the sol-
vency and liquidity targets adopted for the Group.

The Supervisory Board regularly considers issues relating to
the project portfolio, properties, market conditions, finan-
cing, IT and staffing as part of its broader assessment of po-
tential risks and scarcity factors.

Reports to the Supervisory Board are submitted on an ongo-
ing basis with respect to the Group’s risk issues, which also
constitute an important element in the decision-making ba-
sis for all major projects.

Remuneration of the Supervisory Board

The members of the Supervisory Board are paid a fixed fee
and are not covered by the Company’s bonus and incentive
schemes. No separate fee is paid for audit committee work
as all Supervisory Board members sit on this committee.
The remuneration payable to Supervisory Board members
consists of a basic fee. The Chairman is paid three times the
basic fee, while the Deputy Chairman is paid twice the basic
fee. The basic fee amounted to DKK 250,000 in 2011/12. As
part of the cost cuts implemented by the Group in January
2012, the Supervisory Board is prepared to accept a 20 % fee
reduction. Therefore, together with its proposal for adoption
of the Annual Report for 2011/12, the Supervisory Board will
recommend to the Annual General Meeting that the basic
fee for 2012/13 shall amount to DKK 200,000. The Supervi-
sory Board intends to make the same recommendation for
the 2013/14 financial year.

Remuneration of the Executive Board

Remuneration policy

Every year the Supervisory Board assesses and determines
the remuneration payable to the Executive Board members,
based on the recommendation of the Chairman and Deputy
Chairman. The overall pay package and its composition are
determined by the results achieved, the Executive Board’s
competencies and the Supervisory Board’s wish to ensure
that the Company can continue to attract, retain and moti-
vate qualified executives. In this connection, the Supervisory
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Board takes the Company’s situation and general develop-
ment into account. Every year, the Supervisory Board re-
views the remuneration payable to the Executive Board by
comparing it to that payable to executive boards of other
comparable companies with international activities.

The Executive Board’s remuneration consists of a fixed and
a variable portion. The variable remuneration consists of a
short-term and a long-term incentive scheme. The overall
pay package consists of a fixed salary, bonus, defined-contri-
bution pension of 2 % of the basic salary and other benefits,
including a company-provided car, telephone, IT solution and
newspaper, as well as health insurance and warrants.

The remuneration policy appears from the Company’s web-
site, www.tk-development.dk.

Fees

The remuneration of the Executive Board in 2011/12 was
based on the guidelines adopted at the General Meeting in
2011. The remuneration of each individual member of the
Executive Board appears from the Group’s Annual Report.
The remuneration for 2012/13 will also be based on the
guidelines adopted at the General Meeting in 2011, as no
changes have been made to these guidelines.

Severance terms

Under the Executive Board’s service agreements, the indivi-
dual Executive Board member may give notice of termina-
tion no later than three months after the occurrence of an
extraordinary event (change of control), such termination
to take effect 12 months after notice has been given. The
Executive Board member may demand to be released from
his or her duties during the period of notice, with the usual
remuneration being payable during such period.

The Executive Board members are not subject to any other
special severance terms. The term of notice for Executive
Board members is 12 months on the part of the Company
and six months on the part of the member.

It is company policy to ensure that Executive Board mem-
bers have an incentive to work dedicatedly in the interests
of the Company and its shareholders in the event of a mer-
ger, takeover bid or other extraordinary situations. Against
this background, the Supervisory Board may decide, on the
basis of a specific assessment, to pay a retention bonus whe-
reby Executive Board members receive a special conside-
ration, however, not exceeding 12 months’ fixed salary, for
example in the event that the Company merges with another
company or if another company takes over all the Company’s
activities, subject to the General Meeting’s approval.

Internal audit

At least once a year, the Supervisory Board takes a position
on the adequacy of internal control and risk management
systems. Based on the company’s size, complexity and ac-
counting department organization, the Supervisory Board
has so far assessed that internal audits have been unneces-
sary.

Audit committee

The Supervisory Board believes that auditing is an issue that
concerns all board members. For this reason, and given the
complexity of the accounting procedures, it has been con-
sidered appropriate not to set up an actual audit commit-
tee, but to let all board members function jointly as the audit
committee. The terms of reference of the audit committee
have been laid down, and, basically, four meetings are held
each year.

The Company website contains information about the most
important activities during the year, the number of audit
committee meetings held and the terms of reference of the
audit committee.

Statutory Annual Corporate Governance State-
ment

TK Development has chosen to present its Statutory Annual
Corporate Governance Statement on its website instead of in
the Management Commentary.

The Corporate Governance Statement is available at www.
tk-development.dk/cgs_2011_12
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FINANCIAL TARGETS

To provide for sufficient future financial resources, Manage-
ment has adopted a liquidity target for the whole Group; see
below. In addition, Management has adopted a solvency tar-
get for the whole Group corresponding to a solvency ratio
of minimum 30 %, calculated as the ratio of equity to total
assets.

Covenants related to credit facilities

The Group has given its main banker an undertaking to com-
ply with a solvency ratio covenant of minimum 30 % at group
level, measured in connection with the presentation of inte-
rim and annual reports.

Liquidity covenant

The Group introduced liquidity covenants in spring 2004.
In short, the liquidity covenant expresses that the Group’s
cash resources — to enable the Group to cover liabilities
requiring substantial liquidity - must at any time correspond
to the fixed costs for the next six-month period, excluding
funds received as proceeds from projects sold, but including
project liabilities materializing within the next six months.

The covenant represents a liquidity target for the whole
Group and a commitment to the Group’s main banker.

The covenant must be calculated and met before projects
requiring liquidity can be acquired and initiated.

The covenant is expressed as follows:
L+K>E+O+R,

where

L= The TK Development Group’s free cash resources
in the form of deposits with banks and the value
of listed Danish government and mortgage bonds
with a term to maturity of less than five years.

K= The TK Development Group’s amounts available
on committed operating credit facilities from time
to time.

E=  The planned impact on cash resources from the

projects which the TK Development Group is ob-
liged to complete within six months, including the
new/expanded project, taking into account com-
mitted project credit facilities from financial insti-
tutions and forward funding.

O= The TK Development Group’s cash non-project-
related capacity costs for the following six
months less management fees falling due within
six months. In addition, pre-agreed project fees
from final and binding agreements with project
investors falling due within six months are to be
set off against the amount.

R= Interest accruing on the TK Development Group’s
operating credit facilities for the following six
months.

The Group’s solvency and liquidity covenants were both met
during the year under review.
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RISK ISSUES

Risks relating to Group operations

Effects arising from economic fluctuations

The consequences or a potential relapse of the economic
and financial crisis are difficult to predict, both locally and
globally, but could to a very significant extent affect demand
for properties, rent levels, prices, vacancy rates and financing
in the Group’s main markets and thus constitute a significant
factor of uncertainty.

The consequences or a potential relapse of the crisis, locally
or globally, may cause demand for new properties to drop
further, which could have a serious impact on the Group’s
ongoing development and, at worst, trigger a fall in the sale
of development projects and result in a shortage of liquidity
for the financing of future development projects.

The Group is unable to assess how the consequences or a
potential relapse of the economic and financial crisis may
develop globally or locally and how such events will affect
the Group’s ability to operate a profitable business in the fu-
ture. A material adverse change in price levels and financing
possibilities in the Group’s markets relative to expectations
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Property prices and rental income

The Group is affected by price fluctuations in the various
property markets in which it operates, as well as by general
economic trends. A part of the Group’s project portfolio has
thus been under earnings pressure during the economic and
financial crisis. Rents for part of the project portfolio have
also been under pressure. Such fluctuations particularly af-
fect the value of the Group’s portfolio of land, ongoing and
completed projects and the potential for developing new
projects. Falling prices on land and property and falling rent
levels may have an adverse effect on the Group’s earnings
and the carrying amount of the projects in the portfolio
which have not yet been fully divested and could restrict
the Group’s future project opportunities. This could have a
material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Investment properties

TK Development’s investment properties are classified in the
financial statements under property, plant and equipment.
Investment properties are generally exposed to the same
risks as the Group’s project portfolio, including but not li-
mited to rental conditions and property prices, and the va-
lue of such property may decline significantly relative to its
carrying amount in the balance sheet and could thus have a
material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Moreover, there is a letting risk attaching to those of the
Group’s leases that expire while the Group owns the under-
lying investment property. If the Group fails to renew these
agreements, fails to enter into new leases, or if the agre-
ements can be entered into only on less favourable terms
and conditions, it could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

Competition in the property markets

Property market conditions in the countries in which the
Group operates have in recent years been affected by the
economic and financial crisis, which has resulted in lower
prices on property and reduced access to financing. Other
companies in the sector with better access to financing,
which are to a larger degree able to finance their own pro-
jects, or which do not have substantial exposure in their
existing portfolio may possibly have a stronger position than
the Group in negotiations with investors and tenants for new
projects. If competition from such companies intensifies, it
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

If other companies develop new financing and/or investment
models, quote better prices, offer more attractive projects,
or otherwise differentiate themselves, and the Group is una-
ble to offer competitive products or terms, this could have a
material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Development activities

The Group operates as a property developer and is conse-
quently subject to various risks at different stages of the de-
velopment process.

Initial development stage

At the initial project development stage, the Group in most
cases only holds option rights to purchase a project site. In
most cases, the Group only purchases a building site when
the necessary planning basis for the project has been ob-
tained. If the Group acknowledges that such initial develop-
ment efforts will not mature into a realizable project, it could
have the effect that the project will have to be abandoned.
This part of the development phase is thus subject to the
risk that costs related to obtaining the necessary planning
basis for the project and the price of acquiring the purchase
option for the building site will be lost. Project costs relating
to unsold projects are recognized if the relevant projects are
abandoned. This could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

The project sites may also be acquired before the necessary
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planning basis for the project has been obtained, or before
other regulatory matters have been finalized, which involves
an increased economic risk if the project cannot be complet-
ed. If such planned projects on acquired project sites can-
not be completed, it could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

Divestment/sale of completed projects

Basically, the construction of unsold projects will only be given
the go-ahead if lease agreements have been concluded for at
least 60 % of the leasable premises. The Group thus assumes
a letting and sales risk on the project and on its financing. In
addition to the above-mentioned project development risks,
such projects are also subject to the risk that they cannot
be sold at a satisfactory profit. This may force the Group to
keep the project for an extended period of time and continue
to tie up the working capital involved or to sell the project
at a lower profit or at a loss. Unfavourable developments
in the Group’s markets may for unsold projects entail a risk
that investor return requirements increase significantly,
potentially causing the resources applied and costs incurred
by the Group to be lost, and, moreover, the value of acquired
land or options to acquire land may decline, which could have
a material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Some of the Group’s development projects will be sold to
investors at a price based on a fixed, agreed initial return
calculated on the lease agreements concluded in the pro-
ject development phase. In cases where a sales agreement
is concluded before all lease agreements in the project have
been finalized, the Group undertakes a calculated risk that
the remaining premises cannot be let on terms and condi-
tions that ensure a satisfactory return. The Group also as-
sumes a counterparty risk, including with respect to, but
not limited to, tenants and investors. For such sold projects,
construction will not be initiated until the Group expects to
be able to meet the requirements from the investor which fi-
nalize the project sale. Meeting these requirements typically
falls within the Group’s sphere of competencies. If the sale
nevertheless cannot be completed, it could have a material
adverse effect on the Group’s future performance, results of
operations, cash flows and financial position.

Dependence on contractors

The Group generally contracts with one design and build
contractor per development project. However, the size and
complexity of the Group’s projects sometimes makes it
impossible to enter into design and build contracts, and in
such cases the Group has to enter into main and/or trade
contracts. Most construction contracts contain provisions
concerning payment of penalties or damages due to the
contractor’s breach of the contract, including in the event

of constructional defects or delays in connection with the
completion of a project. There can be no assurance that
all agreements with contractors will fully cover all of the
Group’s costs in the event of a breach of contract by a
contractor or that the contractor will be able to settle such
claims. Particularly in cases that do not involve a design
and build contract, the Group remains vulnerable to errors,
misunderstandings and delays caused by the Group’s
subcontractors and errors in the Group’s own project
management. Any delays or increased costs incurred as a
result thereof could have a material adverse effect on the
Group’s future performance, results of operations, cash
flows and financial position.

Compliance with time schedules

The Group bases its individual projects on overall and
detailed time schedules. Time is a crucial factor in complying
with agreements concluded with tenants and investors and
a significant factor in ensuring that the individual projects
progress according to plan and, accordingly, that the Group
generates the earnings expected. Prior to construction
startup, it is important that the Group obtains the necessary
authority approvals in accordance with its plans and that the
Group achieves a satisfactory rate of pre-letting, in order to
ensure that construction can start according to schedule.
After construction has started, it is important, among
other things, to complete the construction on time and in
compliance with the agreements made with tenants and
the investor. Any failure to comply with the assumed and
planned time schedules could have a material adverse effect
on the Group’s future performance, results of operations,
cash flows and financial position.

Staff matters

The knowledge, experience and network of key employees
constitute some of the Group’s greatest competencies, and
are thus key prerequisites for the Group’s ability to carryon a
profitable business. Accordingly, ensuring these employees’
long-term commitment is a vital parameter for the Group.
However, there can be no assurance that the Group will be
able to retain existing or attract new employees and this
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Environmental matters

Soil samples are taken and thorough environmental analyses
conducted before land is acquired for project development
or buildings are acquired. If there are grounds for suspec-
ting pollution in connection with the acquisition of sites and
existing buildings, a caveat to such effect is entered in the
contract, either in the form of guarantees or by the Group
completely refraining from acquiring the site. Any pollution
from previous activities will be cleaned up by the seller or
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cash compensation will be provided. The Group may also
refrain from exercising the option to acquire the site. Any in-
sufficient clean-up of developed sites or wrong assessment
of the need for a clean-up of undeveloped sites could result
in unforeseen costs. If such costs cannot be passed on to
the seller of the site and/or the contractor, it could have a
material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Tax matters for the Group

Deferred tax assets

A deferred tax asset of DKK 291.7 million is recognized in
the balance sheet at 31 January 2012. The tax asset relates
mainly to tax loss carryforwards in the various subsidiaries.
Valuation is based on the existing rules for carrying forward
losses and joint taxation or group contributions and the as-
sumption that each subsidiary is a going concern. A change
in the conditions and assumptions for carrying forward los-
ses and joint taxation/group contributions could result in the
value of the tax assets being lower than that computed at 31
January 2012.

Management has performed the valuation of the tax asset
on the basis of available budgets and profit forecasts for a
five-year period. For the first three years, budgets are based
on an evaluation of specific projects in the Group’s project
portfolio. For the following two years, the profit forecasts are
supported by specific projects in the project portfolio with a
longer time horizon than three years as well as various pro-
ject opportunities. This includes making provision for the risk
that projects are not implemented and the risk that project
profits fall below expectations.

A change in the conditions and assumptions for budgets and
profit forecasts, including time estimates, could result in the
value of the tax assets being lower than that computed at 31
January 2012, which could have a material adverse effect on
the Group’s results of operations and financial position.

In February 2012, a draft Bill to amend the Danish Corpora-
tion Tax Act and other tax legislation was introduced, propo-
sing changes to the rules for tax loss carryforwards. The draft
Bill proposes that only 60 % of losses from previous income
tax years in excess of DKK 1 million will be deductible from
the year’s taxable income, and that the new rules should
take effect as from the 2013 income tax year.

For TK Development, an adoption of the draft Bill will
lengthen the time horizon for utilizing tax losses considerably,
and thus substantially increase the uncertainty attaching to
utilization of the tax asset. An adoption of the draft Bill and
the associated uncertainty relating to utilization of the tax
asset will necessitate a significant impairment of the Group’s
tax asset in 2012/13. This impairment is assessed to be in the

DKK 110-150 million range.

Joint taxation

The Group has been jointly taxed with its German subsidia-
ries for a number of years. The retaxation balance in respect
of the jointly taxed German companies amounted to DKK
389.4 million at 31 January 2012. Full retaxation would trig-
ger a tax charge of DKK 97.4 million at 31 January 2012. Tax
has not been provided on the retaxation balance, because
Management does not plan to make changes in the Group
that would result in full or partial retaxation. If Management
takes a different view, this could have a significant adverse
effect on the Group’s future performance, results of oper-
ations, cash flows and financial position.

Tax and VAT matters related to the property sector

A change in tax and VAT legislation, including any regulatory
or court interpretation of such legislation, in Denmark or in
the countries in which the Group operates could have a sig-
nificant influence on the Group’s tax situation and/or on the
value of development projects in the form of reduced profits
or higher return requirements, etc. from the investors in the
Group’s projects. A change in tax or VAT legislation or any le-
gislative interpretation could have a material adverse effect
on the Group’s future performance, results of operations,
cash flows and financial position.

Due to the complexity of Danish tax, VAT and duty legisla-
tion, and since compliance in practice involves a number of
assessments, there can be no assurance that any reviews
made by the authorities could not result in conclusions that
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Regulatory approvals

The Group’s future earnings depend on the inflow of new
projects and consequently on the future availability of new
building sites and authority approvals (planning legislation,
local development plans, planning permission, etc.) concer-
ning the location, size and use of a property. Changes in lo-
cal development plans or other factors that make obtaining
planning permission difficult or restrict the supply of building
sites could have a material adverse effect on the Group’s fu-
ture performance, results of operations, cash flows and fi-
nancial position.

Risks relating to contract partners

Third-party agreements

A major portion of the Group’s business consists of con-
cluding agreements with development partners, investors,
tenants and contractors for property development projects.
The most important risks relating to these contractual re-
lationships are described below. These risks could have a

Management Commentary | TK Development A/S | Preliminary announcement of financial statements 2011/12 49/67



material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

Agreements with development partners

Agreements have been made with the following major
development partners: Udviklingsselskabet By og Havn I/S,
Frederikshavn Maritime Erhvervspark A/S, Atrium European
Real Estate Limited, Miller Holdings International Limited,
LMS Outlet Limited, GE Capital Investments Holding B.V.
and HCEPP Il Luxemburg S.A. (Heitman). The risks primarily
break down into potential problems due to disagreements
regarding strategy, development focus and speed on the
one hand and the risk of cooperation agreements being
terminated on the other. TK Development has attempted
to counter these risks by concluding long-term cooperation
agreements that can only be terminated on the grounds of
breach. However, there can be no assurance that either the
Group or a partner will not breach the agreement, and there
can be no assurance that existing cooperation agreements
will not give rise to other disagreements between the parties.

In addition, a number of cooperation agreements contain
provisions stipulating that the Group has an obligation to in-
ject capital into jointly owned companies or otherwise con-
tribute to their financing. If the Group fails to meet such ob-
ligations, including due to a lack of liquidity, the Group may
be bought out by the relevant company at a reduced price or
the Group’s ownership interest may be diluted.

The occurrence of such events could have a material adverse
effect on the Group’s future performance, results of oper-
ations, cash flows and financial position.

Agreements with investors

The Group’s customers are private individuals, property
companies and institutional investors. To the extent possible,
the Group seeks to reduce its working capital and risks rela-
ting to ongoing projects by applying forward funding from
investors, which means that one or more investors under-
take to provide funding as project construction progresses.
Before construction starts, the investor and the Group come
to an agreement on a well-defined project. The investor has
a liquidity commitment throughout the construction period
and is consulted on major decisions. These principles ensure
that the Group’s risks from construction startup are largely li-
mited to the letting risk attaching to any remaining unlet pre-
mises and the risk of construction budget overruns. In agree-
ments with institutional investors, the overriding risk relates
to the Group’s ability to deliver on time and in accordance
with specifications. Even though a sales agreement regarding
a project has been concluded, a number of major risks may
still be attached to the project, which could lead to termi-
nation of a sales agreement on account of breach by one
of the parties. Project sales based on agreements involving

payment on completion of the project and transfer to the
investor (forward purchase) may contain caveats concerning
the procurement of financing etc. Accordingly, these factors
are to some extent outside the influence of the Group and
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Agreements with tenants

The risk attaching to lease agreements primarily comprises
the ability of tenants to live up to the terms and conditions
of a lease agreement, including particularly the obligation to
pay. If the tenants do not live up to the terms of the lease
agreement in a project sold, the investor who has bought the
property may in some cases set up a claim against the Group.
In a worst-case scenario, the investor may not be obliged to
uphold the acquisition. Attempts are made to reduce the
risks by claiming usual deposits and bank guarantees from
the tenants and by generally being alert to any changes in
the creditworthiness of tenants. However, there can be no
assurance that such measures are sufficient to curb/avoid
potential losses on account of breach of lease agreements
and this could have a material adverse effect on the Group’s
future performance, results of operations, cash flows and fi-
nancial position.

Part of the Group’s rental income from tenants includes a
revenue-based share. The Group’s total rental income un-
der these lease agreements depends partly on the tenant’s
ability to maintain a certain amount of revenue in the rele-
vant premises. The share of such revenue-based rent may
vary considerably depending on the nature of the brand, the
store and the products. Failure by the tenant to generate
sufficient revenue to trigger the revenue-based share of the
overall rental income could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

Agreements with contractors

All contract assignments are sourced externally and are typi-
cally based on fixed-priced contracts containing guarantees
as security for performance of the contractor’s obligations.
This reduces the Group’s risk regarding unforeseen fluctu-
ations in construction costs with respect to individual pro-
jects. However, there can be no assurance that a contractor
can honour his obligations under a construction contract, or
that the guarantees provided under it are sufficient to ensu-
re that a given project will generate earnings for the Group.

If a contractor breaches a construction contract, the worst-
case scenario would be that the Group cannot honour its
own agreements regarding sale and/or letting of the rele-
vant property, implying that the Group would risk being in
breach of concluded agreements. This could have a material

50/67 TK Development A/S | Preliminary announcement of financial statements 2011/12 | Management Commentary



adverse effect on the Group’s future performance, results of
operations, cash flows and financial position.

Agreements with banks

The Group has concluded agreements with various banks on
the financing of land and projects (property) in Denmark and
abroad and will continue to rely on the conclusion of such
agreements from project to project. To the extent a project
has not been sold on the basis of forward funding, the Group
is in charge of obtaining financing itself until the project has
been completed and handed over, after which the investor
takes over the financing risk relating to the projects. In addi-
tion, the Group has concluded general agreements on the fi-
nancing of its working capital. TK Development’s agreements
with banks cover a large number of terms, conditions and
obligations which must be complied with in order to main-
tain the financing.

Project credits are usually granted with different terms to
maturity depending on the specific project. Approx. DKK 516
million of the total project financing expires in 2012/13 and
consequently needs to be renegotiated and this could have a
material adverse effect on the Group’s future performance,
results of operations, cash flows and financial position.

A number of loan agreements contain provisions on cross
default, which means that default on a loan under a loan
agreement may be considered default of a number of other
loan agreements.

Many of the Group’s loan agreements contain provisions
giving the banks a discretionary option to terminate the ag-
reement. In such cases, maintaining financing depends on
the bank’s subjective assessment of the quality and profit-
ability of the facility in question, as well as the value of the
security provided by the Group. If the Group fails to meet its
obligations under such agreements with banks and the ag-
reements are terminated, or if the banks terminate facilities
for other reasons, it could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

Banks’ internal conditions may lead to a bank being unable
to meet its obligations to the Group in the future. If one or
more banks are unable to meet their obligations, it could
have a material adverse effect on the Group’s future perfor-
mance, results of operations, cash flows and financial posi-
tion.

Litigation/disputes

The Group is occasionally involved in disputes and lawsuits,
e.g. in connection with construction contracts. The Group
is exposed to claims from investors in relation to errors and

omissions in a completed and handed-over development
project. In addition, the Group is exposed to lawsuits against
contractors in the cases in which the Group claims that the
handover performed was subject to errors and omissions.
The outcome of disputes and lawsuits could have a material
adverse effect on the Group’s future performance, results of
operations, cash flows and financial position.

Senior Vice President indicted by the Polish police

In June 2006, the Senior Vice President in charge of the
Group's Polish branch office was detained, taken into custody
and charged by the Polish police with irregularities related
to obtaining regulatory approval (zoning permission) for the
Polish Galeria Biala shopping centre project in Bialystok. In
November 2006, the Senior Vice President was released on
bail. The Polish prosecution service has indicted the Senior
Vice President, and the case is currently being tried.

During the entire process, Group Management has been
unable to find any irregularities in connection with the pro-
ject, and still fails to comprehend that the Senior Vice Presi-
dent could be involved in the alleged practices.

If, contrary to Management’s expectations, the Senior Vice
President is convicted, this might damage the Group’s repu-
tation and thus adversely affect its activities and earnings.

Litigation
TK Development is currently party to the following lawsuit/
arbitration case that is of relevance due to its scope:

In the summer of 2002, De Samvirkende Kgbmaend, a trade
association of grocery retailers, filed a complaint with the
Nature Protection Board of Appeal (Naturklagenavnet) in
respect of the City of Copenhagen’s approval of the layout of
the Field’s department store. In particular, the claim asserted
that the Field’s department store is not one department sto-
re, but that it consists of several individual stores. The Nature
Protection Board of Appeal made its decision in the matter
on 19 December 2003, after which the department store
layout was approved. De Samvirkende Kgbmaend subse-
quently took out a writ against the Nature Protection Board
of Appeal before the Danish High Court. At the beginning of
2011, the High Court gave judgment in favour of De Samvir-
kende Kgbmaend. Neither the owner of the centre nor any
company in the TK Development Group is a direct party to
the case, but the High Court’s judgment may have the effect
that the Field’s department store will have to be redesigned
following negotiations with the relevant local authorities. As
aresult of the judgment, the owner of Field’s may have to in-
cur the financial burden of causing the necessary changes to
the building layout, and in that connection it cannot be ruled
out that a claim may be made against the Group. Regardless
of the judgment, Management still believes the risk of this
case to be negligible.
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Risks related to the Group’s financial and
economic position

The Group is exposed to risk in the event it does not ade-
quately adapt its activities to prevailing or expected market
conditions

Due to the deteriorated market conditions prevailing in 2008,
2009 and again in 2012, changes have been implemented in
all of the Group’s business units with a view to optimizing op-
erations. In the future, Management will continue to evalu-
ate the optimization potential and seek to optimize all busi-
ness units, taking prevailing and expected market conditions
into consideration. However, there can be no assurance that
already completed measures or future measures will be suf-
ficient to ensure satisfactory earnings within each individual
business unit, which could have a material adverse effect on
the Group’s future performance, results of operations, cash
flows and financial position.

Financing and liquidity risks

Having sufficient cash resources is essential for the Group. In
order to complete the development of its planned projects
and thereby achieve the expected results, the Group must
have or must be able to procure sufficient cash resources to

cover the costs and deposits required for the projects, the
capacity costs and other obligations.

The Group is dependent on having working capital for its
day-to-day operations and project financing for existing and
new projects. The Group has undertaken towards its main
banker, Nordea, to comply with certain conditions (liquidity
and solvency covenants). The conditions may, among other
things, restrict opportunities to launch new business activi-
ties and in case the conditions are not complied with, the
credit facilities may be terminated.

Project credit financing involves the risk that the funding
may expire and that it will consequently have to be renego-
tiated in the event of delays in construction or in case the
project is completed without having been sold, etc.

During periods of economic fluctuations, the financing and
liquidity risks described above could be significantly greater.
During the economic and financial crisis, the credit institu-
tions have generally been more reluctant to grant loans to
finance real property or have required high equity contribu-
tions.

If the Group is unable to obtain sufficient funding in future,
or if such funding cannot be obtained on viable terms, it
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

There can be no assurance that the Group will be able in
future to attract the capital required to secure the Group’s
ongoing operations or satisfactory earnings and returns. This
could have a material adverse effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Interest-rate risks

As a main rule, the Group finances its projects in progress by
way of short-term, floating-rate bank loans or by way of for-
ward funding, which generally carries a fixed rate of interest.
The Group’s other interest-bearing debt consists primarily
of floating-rate loans. Accordingly, the predominant part of
the Group’s total net interest-bearing debt carries a floating
rate of interest, which means that an interest rate increase
would drive up the Group’s interest expenses. In addition,
rising interest rates would, all other things being equal, affect
investor return requirements and by extension real property
prices.

All of the factors mentioned above could have a material ad-
verse effect on the Group’s future performance, results of
operations, cash flows and financial position.

Foreign-exchange risks

The Group is an international group of companies with op-
erations in Denmark, Sweden, Finland, Latvia, Lithuania,
Germany, Poland, Russia, the Czech Republic and Slovakia. In
Denmark, the Group invoices revenue from the project port-
folio in Danish kroner, while outside Denmark, the foreign
subsidiaries generally invoice in their local currency or in
EUR. The Group’s reporting currency is Danish kroner. Accor-
dingly, movements in the exchange rates of local currencies
and EUR relative to Danish kroner influence the Group’s re-
venue, earnings, balance sheet total, equity, cash flows and
financial position.

In spite of initiatives (both matching and hedging) to mini-
mize the foreign-exchange risk, changes in foreign-exchange
rates could have a significant effect on the Group’s future
performance, results of operations, cash flows and financial
position.

Exposure to losses on receivables or counterparties

TK Development is mainly exposed to credit risks in relation
to the risk of loss on trade receivables and in relation to ge-
neral counterparty risks. In addition to investors, tenants,
development partners and contractors, the Group’s counter-
parties comprise, among others, insurance companies re-
lative to the Group’s insurance cover and banks relative to
the Group’s receivables and derivative financial instruments
entered into to hedge financial risks, including interest-rate
swaps and forward contracts on exchange rates.
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There can be no assurance that the Group will not in the fu-
ture suffer major losses on receivables or other counterpar-
ties or that such losses will be sufficiently covered through
credit insurance and this could have a material adverse effect
on the Group’s future performance, results of operations,
cash flows and financial position.

Risks relating to uninsurable claims

Management believes that the Group has the necessary and
sufficient insurance cover for fire, water and theft claims,
including consequential loss insurance, but the Group’s in-
surance cover does not include claims caused by natural
disasters (including flooding, earthquakes, etc.), war, terro-
rist attacks, etc. As a result, the Group bears a risk that pro-
jects, properties and other Group assets may be subject to
material damage without being covered by insurance and
this could have a material adverse effect on the Group’s fu-
ture performance, results of operations, cash flows and fi-
nancial position.
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BOARD POSTS

Niels Roth, Chairman of the Supervisory Board

Born 24 July 1957
Joined the Supervisory Board in 2007
Term of office ends May 2012

Education
1983 MSc (Economics)

Employment

1989-2004 CEO of Carnegie Bank, and Group Head of Investment Banking in the Carnegie Group (2001-2002).
1997-2004 Member of the Danish Securities Council.
2001-2004 Chairman of the Danish Securities Dealers’ Association.

Special competencies
Financial markets, capital structure, investment, accounting, investor relations.

Executive board member
Zira Invest Il ApS
Zira Invest Il ApS

Supervisory board chairman

Fast Ejendom Holding A/S

Friheden Invest A/S

Foreningen Fast Ejendom Dansk Ejendomsportefglje f.m.b.a.
NPC A/S

Supervisory board member

A/S Radhusparken

A/S Sadolinparken

Arvid Nilssons Fond

FFH Invest A/S

Investeringsforeningen SmallCap Danmark (Deputy Chairman
Portefgljeselskab A/S (Deputy Chairmain)

Realdania

SmallCap Danmark A/S (Deputy Chairmain)

Board committees and other posts
None

Niels Roth is considered an independent member of the Supervisory Board. *)
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Torsten Erik Rasmussen, Deputy Chairman of the Supervisory Board

Born 29 June 1944
Joined the Supervisory Board in 1998
Term of office ends May 2012

Education

1961-1964 Commercial education, Dalhoff Larsen & Horneman A/S, Denmark.

1964-1966 National service with the Royal Life Guards, discharged from military service as first lieutenant (R) in 1967.
1972 MBA, IMEDE, Lausanne, Switzerland.

1985 International Senior Managers’ Program, Harvard Business School, USA.

Employment

1967-1971 Head of department and later director of Northern Soft- & Hardwood Co. Ltd., Congo.
1973 Executive secretary, LEGO System A/S, Denmark.

1973-1975 Finance manager, LEGOLAND A/S, Denmark.

1975-1977 Logistics manager, LEGO System A/S, Denmark.

1977-1978 Assistant manager (logistics), LEGO System A/S, Denmark.

1978-1980 President and CEO, LEGO Overseas A/S, Denmark.

1981-1997 Manager and member of Group Management, LEGO A/S, Denmark.

Special competencies
Strategic management, international relations, accounting and finances.

Executive board member
Morgan Management ApS

Supervisory board chairman

Acadia Pharmaceuticals A/S

Ball ApS

Ball Holding ApS

Ball Invest ApS

CPD Invest ApS

Oase Outdoors ApS

Procuratio Business Simulations ApS

Supervisory board member
Acadia Pharmaceuticals Inc., USA
Morgan Invest ApS

Schur International Holding A/S
Vola A/S

Vola Ejendomme ApS

Vola Holding A/S

Board committees and other posts
Chairman of the Acadia Pharmaceuticals Inc’s Corporate Governance Committee, USA

Member of the Acadia Pharmaceuticals Inc.s Compensation Committee, USA

Torsten Erik Rasmussen is not considered an independent member of the Supervisory Board. *)
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Per Sgndergaard Pedersen

Born 19 March 1954

Joined the Supervisory Board in 2002

Term of office ends May 2012

Education

Trained with Sparekassen Nordjylland (Spar Nord Bank).

Employment

1983-1986 Head of the business department at Sparekassen Nordjylland headquarters, @steraa branch.
1986-1989 Regional manager, Sparekassen Nordjylland, Hasseris branch.
1989-2002 CEO, TK Development A/S.

Special competencies

Retail trade, property sector, financial markets, business development, investor relations.

Executive board member
PSP Holding ApS

A.S.P. Ejendom ApS

J.A. Plastindustri Holding A/S

Supervisory board chairman
AGIA/S

Athene Group A/S

Business Institute A/S
Conscensia A/S

Conscensia Holding A/S

EIPE Holding A/S
Exportakademiet Holding ApS
GLC Management Invest ApS
Global Car Leasing A/S

Ib Andersen A/S

Ib Andersen A/S @st

Ib Andersen Ventilation A/S
J.A. Plastindustri A/S

JMI Ejendomme A/S

JMI Gruppen A/S

K/S Asschenfeldt, Dietrich-Bonhoeffer-Strasse, Waren
Lindgaard A/S — Radgivende Ingenigrer F.R.I.

Nowaco A/S

Nybolig Jan Milvertz A/S
Restaurant Fusion A/S
TBP Invest, Aalborg A/S

Supervisory board member

Arkitekterne Bjgrk & Maigard ApS

Bjgrk & Maigard Holding ApS

Ejendomsaktieselskabet Maren Poppes Gard
Ejendomsmaegleraktieselskabet Thorkild Kristensen
Ejendomsmaegleraktieselskabet Thorkild Kristensen Bolig
Ejendomsmaegleraktieselskabet Thorkild Kristensen, Blokhus
Ejendomsmaegleraktieselskabet Thorkild Kristensen Erhverv
Ejendomsselskabet Hjulmagervej 58 A/S

Emidan A/S

Fan Milk International A/S

Fonden Musikkens Hus i Nordjylland
Investeringsforeningen SmallCap Danmark

J.A. Plastindustri Holding A/S

JMI Investering A/S

JMI Projekt A/S

Malene og Ole Friis Holding A/S

Marius A/S

OKF Holding A/S

PL Holding Aalborg A/S

P L Invest, Aalborg ApS

Portefgljeselskab A/S

Sjeellandske Ejendomme A/S

Skandia Kalk International Trading A/S

SmallCap Danmark A/S

Wahlberg VVS A/S

Board committees and other posts
None

Per Spndergaard Pedersen is not considered an independent member of the Supervisory Board.*)
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Jesper Jarlbaek

Born 9 March 1956
Joined the Supervisory Board in 2006
Term of office ends May 2012

Education

1981 Trained as a state-authorized public accountant.

2006 Licence placed in inactive status.

Employment

1974-2002 Arthur Andersen (most recently as managing partner).
2002-2006 Deloitte (executive vice president).

Special competencies
International management, risk assessment and control, accounting and finances.

Executive board member
Earlbrook Holdings Ltd. A/S
SCSK 2272 ApS

Timpco ApS

Supervisory board chairman

Advis A/S

Altius Invest A/S

Basico Consulting A/S

Basico Consulting International ApS
Groupcare A/S

Groupcare Holding A/S

Jaws A/S

Julie Sandlau China ApS

Spoing A/S

Southern Trident (Pty) Ltd, Port Elizabeth, South Africa
Valuemaker A/S

Supervisory board member

Bang & Olufsen a/s

Cimber Sterling Group A/S

Earlbrook Holdings Ltd. A/S

IT2 Treasury Solutions Ltd., London, UK
Kgbenhavns Privathospital A/S

Polaris Il Invest Fonden

ShowMe A/S

TORM A/S

@konomiforum ApS

Board committees and other posts

Business Angels, Copenhagen (Chairman)

DVCA, Danish Venture Capital and Private Equity Association (Deputy Chairman)
Sailing Denmark (Member)

Chairman of the audit committee, Bang & Olufsen a/s

Chairman of the audit committee, Cimber Sterling Group A/S

Member of the audit committee, TORM A/S

Member of the remuneration committee, Cimber Sterling Group A/S

Jesper Jarlbzek is considered an independent member of the Supervisory Board. *)
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Jens Erik Christensen

Born 10 February 1950
Joined the Supervisory Board in 2010
Term of office ends May 2012

Education
1975

Employment
1978-1989
1990-1993
1992-1998
1998-2003
1999-2006

MSc (Actuarial Science).

Baltica Forsikring.

Chief Operating Officer of Danica Liv & Pension.
Chief Executive Officer of Codan Forsikring A/S.

Managing Director of EMEA, the RS&A Group.
Chief Executive Officer of Codan.

Special competencies
Property sector, financial markets, international relations, business development.

Executive board member
Randall & Quilter Nordic Holdings ApS

Sapere Aude ApS

Your Pension Management A/S

Supervisory board chairman
Alpha Holding A/S

ApS Harbro Komplementar-48
Behandlingsvejviseren A/S
Core Strategy A/S

Dansk Merchant Capital A/S
Doctorservice Holding A/S

TA Management A/S

Ecsact A/S

K/S Habro-Reading, Travelodge
Scandinavian Private Equity A/S

Supervisory board member

Alpha Insurance A/S

BankNordik A/S (Deputy Chairman)
Andersen & Martini A/S

Hugin Expert A/S (Deputy Chairman)
Laegernes Pensionsbank A/S (Deputy Chairman)
Laegernes Pensionskasse

Mbox A/S

Nemi Forsikring AS

Nordic Corporate Investments A/S
Nordic Insurance Management A/S
P/F Trygd

SAS AB

Skandia Liv AB

Your Pension Management A/S

Board committees and other posts

Chairman of Dansk Vejforening (Danish Road Association)

Chairman of the audit committee, Andersen & Martini A/S

Chairman of the audit committee, Laegernes Pensionsbank A/S
Chairman of the audit committee, Laegernes Pensionskasse (the Medical
Doctors’ Pension Fund)

Member of the audit committee, SAS AB

Member of the audit committee, Skandia Liv AB

Member of the Danish Government’s infrastructure commission
Member of the Central Board of the Danish Cancer Society

Jens Erik Christensen is considered an independent member of the Supervisory Board. *)

*) See section 5 in the Recommendations on Corporate Governance prepared by NASDAQ OMX Copenhagen A/S.
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Frede Clausen, President and CEO

Born 30 July 1959
Member of the Executive Board of TK Development since 1992

Executive board member
Frede Clausen Holding ApS

Supervisory board chairman
Ahlgade 34-36 A/S

Ringsted Outlet Center P/S

SPV Ringsted ApS
Udviklingsselskabet Nordkranen A/S

Supervisory board member

Euro Mall Ventures s.a.r.l.

K/S Ksbmagergade 59, st.
Komplementarselskabet DLU ApS
Kommanditaktieselskabet Danlink-Udvikling
Palma Ejendomme A/S

Board committees and other posts
None
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Robert Andersen, Executive Vice President

Born 3 April 1965
Member of the Executive Board of TK Development since 2002

Executive board member
Palma Ejendomme A/S
Ringsted Outlet Center P/S

Supervisory board chairman
No chairmanships

Supervisory board member

Ahlgade 34-36 A/S

Komplementarselskabet DLU ApS
Kommanditaktieselskabet Danlink-Udvikling
Kommanditaktieselskabet @stre Havn
Ringsted Outlet Center P/S

SPV Ringsted ApS

Udviklingsselskabet Nordkranen A/S

@stre Havn Aalborg ApS

Board committees and other posts
None
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STATEMENT BY THE SUPERVISORY AND EXECUTIVE BOARDS ON THE

ANNUAL REPORT

The Supervisory and Executive Boards have today considered
and adopted the 2011/12 Annual Report of TK Development
A/S.

The Annual Report is presented in accordance with the In-
ternational Financial Reporting Standards (IFRS), as adopted
by the EU, and in accordance with Danish disclosure require-
ments for annual reports prepared by listed companies.

In our opinion, the Consolidated Financial Statements and
Parent Financial Statements give a true and fair view of the
Group’s and Company'’s financial position at 31 January 2012
and of the results of the Group’s and Company’s operations

and cash flows for the financial year from 1 February 2011 to
31 January 2012.

Moreover, we consider the Management Commentary to
give a fair presentation of the development in the Group’s
and Company’s activities and financial affairs, the results for
the year and the Group’s and Company'’s financial position,
as well as a true and fair description of the most significant
risks and elements of uncertainty faced by the Group and
the Company.

We recommend that the 2011/12 Annual Report be adopted
by the Annual General Meeting of shareholders.

Aalborg, 26 April 2012
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INDEPENDENT AUDITORS’ REPORT

The Annual Report has been provided with the following Audi-
tors’ Report:

"Independent auditor’s report

To the shareholders of TK Development A/S

Report on the consolidated financial statements and parent
financial statements

We have audited the consolidated financial statements and
parent financial statements of TK Development A/S for the
financial year 1 February 2011 - 31 January 2012, which com-
prise the income statement, statement of comprehensive in-
come, balance sheet, statement of changes in equity, cash
flow statement and notes, including the accounting policies,
for the Group as well as for the Parent. The consolidated fi-
nancial statements and parent financial statements are pre-
pared in accordance with International Financial Reporting
Standards as adopted by the EU and Danish disclosure re-
quirements for listed companies.

Management’s responsibility for the consolidated financial
statements and parent financial statements

Management is responsible for the preparation of consoli-
dated financial statements and parent financial statements
that give a true and fair view in accordance with Internatio-
nal Financial Reporting Standards as adopted by the EU and
Danish disclosure requirements for listed companies and for
such internal control as Management determines is necessa-
ry to enable the preparation and fair presentation of conso-
lidated financial statements and parent financial statements
that are free from material misstatement, whether due to
fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the consoli-
dated financial statements and parent financial statements
based on our audit. We conducted our audit in accordance
with International Standards on Auditing and additional re-
quirements under Danish audit regulation. This requires that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the
consolidated financial statements and parent financial state-
ments are free from material misstatement.

An audit involves performing procedures to obtain audit

Aalborg, 26 April 2012
NIELSEN & CHRISTENSEN

Statsautoriseret Revisionspartnerselskab

Johny Jensen Per Laursen

State-authorized public accountant  State-authorized public accountant

evidence about the amounts and disclosures in the con-
solidated financial statements and parent financial state-
ments. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatements of the consolidated financial statements and
parent financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers in-
ternal control relevant to the entity’s preparation of conso-
lidated financial statements and parent financial statements
that give a true and fair view in order to design audit proce-
dures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evalua-
ting the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by Manage-
ment, as well as the overall presentation of the consolidated
financial statements and parent financial statements.

We believe that the audit evidence we have obtained is suf-
ficient and appropriate to provide a basis for our audit opi-
nion.

Our audit has not resulted in any qualification.

Opinion

In our opinion, the consolidated financial statements and
parent financial statements give a true and fair view of the
Group’s and the Parent’s financial position at 31 January
2012, and of the results of their operations and cash flows
for the financial year 1 February 2011 - 31 January 2012 in
accordance with International Financial Reporting Standards
as adopted by the EU and Danish disclosure requirements for
listed companies.

Statement on the management commentary

Pursuant to the Danish Financial Statements Act, we have
read the management commentary. We have not performed
any further procedures in addition to the audit of the conso-
lidated financial statements and parent financial statements.

On this basis, it is our opinion that the information provi-
ded in the management commentary is consistent with the
consolidated financial statements and parent financial state-
ments.

Copenhagen, 26 April 2012
DELOITTE

Statsautoriseret Revisionsaktieselskab

Lars Andersen Jan Bo Hansen

State-authorized public accountant ~ State-authorized public accountant”
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CONSOLIDATED FINANCIAL STATEMENTS

Income statement

DKKm 2011/12 2010/11
Net revenue 359.8 602.4
External direct project costs 2007 3764
Value adjustment of investment properties, net e 30T 300,
Gross profit/loss 195.8 256.0
Other external expenses R ... SRS 366
Staff costs ... SR 89.2.
Total 127.5 125.8
Profit/loss before ﬁnancmg and depreaahon 68.3 130.2
Depreciation and impairment of non-currentassets 28 30

65.5 127.2

Operating profit/loss

Income from investments in associates

|nanC|aI |ncome

Financial expenses

Profit/loss for the year

Earnings per share in DKK

Earnlngs per share (EPS) of nom. DKK 15

Comprehensive income statement

Profit/loss for the year accordlng to income statement

27.0 736
I 06 . 2.1
e 06 ... 2.1

27.0 73.6

Other comprehenswe income for the year

Comprehensive income statement for the year
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Balance sheet

DKKm 31.1.2012 31.1.2011

ASSETS

Non-current assets

Goodwill 33.3 33.3
Intangible assets 33.3 33.3
Investment properties 366.9 358.6
Investment properties under constructon 73.6 28.8
Other fixtures and fittings, tools and equipment 4.7 6.8
Property, plant and equipment 445.2 394.2
Investmentsinassociates 0.2 3.6
Receivables fromassociates 2.5 2.5
Other securities and investments 1.9 19
Deferredtaxassets 291.7 287.2
Other non-current assets 296.3 295.2
Total non-current assets 774.8 722.7

Current assets

Projects in progress or completed 3,498.1 3,424.7
Tradereceivables 68.4 155.0
Receivables fromassociates 17.9 17.8
Contract workin progress 18.2 12.2
Corporate income tax receivable 3.1 0.0
Otherreceivables 1314 106.6
Iy M eNtS 233 19.1
Total receivables 262.3 310.7
SeCUNIties 4.0 4.0
Deposits in blocked and escrow accounts 45.2 63.6
Cashand cash equivalents 55.1 96.3
Total current assets 3,864.7 3,899.3
ASSETS 4,639.5 4,622.0
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Balance sheet

DKKm 31.1.2012 31.1.2011

EQUITY AND LIABILITIES

Equity

631.0 6310

Share capital

reserves

) ined earnings
Total equity

1,876.4  1,866.0

Liabilities
Credit institutions 156.9 146.4
" " e 3O T2
e 320 ... 551
3.8 3.9
e 1957 ................ 2126

Total current liabilities

Total liabilities 2,763.1 2,756.0

TOTAL EQUITY AND LIABILITIES 4,639.5 4,622.0
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Statement of changes in equity

DKKm Share capital ~ Other reserves Retai.ned Total equity
earnings

Equity at 1 February 2010 560.9 21.8 1,010.7 1,593.4

L 00 00 . 736 736

Other comprehensive income fortheyear @@ e 00 19 OO 1.9,

Total comprehensive income for the year 0.0 -1.9 73.6 71.7

Capital decrease R ...c S 1402 A .

Capital increase 210.3 0.0 0.0 210.3

Issue costs . e 00 00133 133

Share-based payment 00 00 . 39 3.9

Equity at 31 January 2011 631.0 160.1 1.074.9 1,866.0

PrO 0SS 0T e YT e, 00 00 27.0

Other comprehensive income for theyear 0.0 203 . 0.0

Total comprehensive income for the year 0.0 -20.3 27.0

Share-based payment 37

Equity at 31 January 2012 1,105.6
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Cash flow statement

DKKm

2011/12 2010/11

Profit/loss before financing

Adjustments for non-cash items:

Value adjustment of investment properties, net

60.3 490

Interest paid, etc.

1391 -1246

received, etc.

te income tax paid

Cash flows from operating activities

Investments in equipment, fixtures and fittings

ents in investment properti

e of securities and investments

Sale of securities and investments

Cash flows from investing activities

ent, long-term financing

of long-term financing

Raising of project financing

-36.7 12.6

Cash and cash equivalents at year-end

55.1 96.3

The figures in the cash flow statement cannot be inferred from the Consolidated Financial Statements alone.
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