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Strong track record
Sustainable, consistent income and capital growth have been our focus from 
the beginning in 1991. Since then, our earnings and dividends have risen steadily 
and, with net asset value growth, have shown a total return of 10% per annum. 
We have the lowest turnover of senior staff  in the industry with an average tenure 
of directors of well over 20 years. 

Clear investment focus
We focus on wealthy West European regions – currently France, Italy and 
Sweden – and only on prime retail properties, whether city centre galleries, 
suburban shopping centres or retail parks. We work to ensure that, whatever 
their type or size, our properties are the best in their categories and are 
continually improved both physically and in tenant mix. The result is that 
our occupancy levels at 99.7% are the highest in the industry.

Research-led insight
Our research department conducts the most thorough demographic, economic, 
transport and competition research for every new investment. It also makes 
frequent surveys in our centres to ensure that our customers and tenants are 
happy with the facilities and products we off er. These surveys are both face-
to-face and digital, using the latest social media and software.

Responsible partner
Our shopping centres are the focal point of their communities, not only for 
the physical amenities they off er, but also for employment of local residents 
and a real contribution to the local cultural, sporting and educational life of the 
community. We take our role as a partner seriously and work hard to support 
our local communities.

A unique combination of industry-leading experience 
and innovation.

Cover photo: I Gigli, Firenze. 
Eurocommercial’s largest and most visited centre.
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One of our most active years
We have bought properties with a value of over 
€150 million; have signed agreements to sell 
smaller centres amounting to nearly €100 million; 
and are developing new space with a future area 
of 82,100m². We also achieved the lowest level of 
vacancies in our history.
Earnings per share rose by 3.7% and adjusted 
net equity reached €46.42 per depositary receipt, 
as a result of property values increasing by 5.0%.

2016/17 results highlights

An active year
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Rental growth

4.1%
Like-for-like rental growth over the 
12 months has been strong across 
the portfolio at 4.1% despite almost 
0% infl ation and rental indexation. 
Italy was best with 5.6%, then 
Sweden at 3.2% and France at 2.3%.

Earnings

3.7%
Earnings, expressed as the direct 
investment result, rose by 3.7% 
to €2.23 per depositary receipt, 
a record level for the Company.

Dividend

2.4%
The Board is recommending 
a dividend for the year of €2.10 
per depositary receipt, an increase 
of 2.4%.

Retail sales growth

-1.0%
Overall, retail sales decreased 
1.0% over 12 months, but improved 
over the three months to 30 June 
to +0.7%.

Net asset value

8.0%
The adjusted net asset value 
increased 8.0% to €46.42 per 
depositary receipt, an overall 
increase of €195 million.

Property values

5.0%
Overall, property values rose by 
5.0% over the year. In Italy the 
increase was 6.7%, in France 
2.8% and Sweden 5.5%.
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We own and manage retail property in France, Italy 
and Sweden valued at €3.8 billion, which attracted 
148 million visitors last year.

France
Property value

€1,352m

Properties

13
Properties

12
Average rent per m2, MGR for boutiques 
300m2 and under

€519
Average turnover per m2 for boutiques 
300m2 and under

€7,906
Visitors

47m
Visitors

76m

Shop sales turnover (12 months)

€578.9m
Gross lettable area

228,000m2
Gross lettable area

328,000m2

Property value

€1,645m

Eurocommercial

At a glance

% of portfolio

35%

% of portfolio

43%

Italy
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Properties

9
Average MGR per m2, for boutiques 300m2 
and under

€673
Average rent per m2, MGR for boutiques 
300m2 and under

€370
Average turnover per m2 for boutiques 
300m2 and under

€7,472
Average turnover per m2 for boutiques 
300m2 and under

€6,111
Visitors

25m

Shop sales turnover (12 months)

€544.7m
Shop sales turnover (12 months)

€991.6m
Gross lettable area

267,000m2

Property value

€838m

22%

Sweden

% of portfolio
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2017 was one of our busiest 
and most successful years, 
with strong increases in both 
rental income and property 
values. Earnings have reached 
record levels and we have 
extended the maturity of our 
loans and our swaps to lock 
in current low interest rates. 

Property investment markets in France, 
Italy and Sweden continue to be strong, 
particularly in France where yields had 
reduced and remain fi rm with good 
demand from French and foreign 
institutions. We have signed a contract 
to sell 74 rue de Rivoli, Paris, to a major 
institutional investor for a net price of 
€79.6 million and with a net yield of 3%. 
The property has produced a total return 
of 13% per annum since its purchase 
in 1998. Completion is expected to 
take place in October. 

In Italy, valuation yields have declined for 
the larger properties, bringing them closer 
to French levels. I Gigli and Carosello 
are now valued at 5%. The Swedish 
market has retained its strength, despite 
possible tax reforms now delayed until 
at least 2018. 

Eurocommercial’s attractive and popular 
centres continue to perform well in 2017 
with 99.7% occupancy levels, benefi tting 
from continual upgrading and reletting 
to such strong international names as 
Primark and Zara. In 2017, these centres 
generated €186 million in rental income 

under IFRS. Our occupancy cost ratio of 
8.5% refl ects our long-term commercial 
approach to building sustainable and 
close relationships with our tenants, 
resulting in the lowest levels of vacancy 
and arrears in our industry.

The shopping centre developments of 
Halmstad and Kristianstad in Sweden are 
both on schedule for construction and 
lettings, with the former in line to deliver 
a 7% net return on cost. The exemplary 
expansion and refurbishment of our 
largest centre, I Gigli in Italy (85,406m², 
of which 12,192m² was refurbished and 
expanded), was completed in 2017. 
We welcomed the fi rst Primark store 
south of Milan, a much enlarged Zara 
and an exciting new restaurant concept – 
ai Banchi del Mercato Centrale. In France, 
the 5,000m² extension of the gallery in 
Amiens is scheduled for completion in 
October 2017.

The agreed sales of rue de Rivoli 
(France) and Mellby (Sweden), which 
are examples of our continuing asset 
rotation programme, will release nearly 
€100 million, which we will reinvest into 
further expansion projects.

Chief Executive’s review

The combination 
of new acquisitions 
and full occupancy 
of our centres has 
meant that our 
earnings have 
reached the record 
level of €2.23 per 
depositary receipt.
Jeremy Lewis
Chief Executive
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Online sales as percentage of total sales

9.4% 2.6% 8.1% 8.3% 5.9% 9.9% 10.3% 3.9% 15.1% 8.2% 8.6% 6.7%
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Passage du Havre
Finding new ways to attract visitors.

Earnings and dividends
With record earnings of €2.23 per 
depositary receipt, we are recommending 
a dividend of €2.10 per depositary 
receipt, maintaining our unbroken record 
of stable or rising dividend every year 
since the inception of Eurocommercial 
in 1991. Dividend reserves now stand at 
€357 million, giving us great security for 
the future.

Increased valuations
Independent valuations of our properties 
by the major international fi rms have 
increased book values, as at 30 June 
2017, to a total of €3.8 billion. As a result, 
the adjusted net asset value has risen to 
€46.42 per depositary receipt.

99.7% Occupancy levels
Eurocommercial has enjoyed very high 
occupancy levels in its shopping centres 
since the founding of the Company and 
this year has been no exception. The 
reasons for the consistent popularity of 
our centres with retailers are that they 
are where the retailers want them to be, 
and the centres are attractive, easily 
accessed and the best of their kind in 
their catchments. We also make it our 
business to be responsive to the needs 
of our retailer tenants, with whom we 
have established excellent long-term 
relationships.

Internet: Challenges 
and opportunities
The rise of e-commerce and the concept 
of integrating physical and virtual sales 
platforms presents both challenges and 
opportunities to the retail sector. 

We are already deploying exciting and 
innovative new ways of identifying 
and reaching visitors to our shopping 
centres – whether through geo-location, 
data collection or direct social media 
engagement. For example, during 2017, 
we had successes with highly targeted 
social media campaigns supporting our 
centres Cremona Po and Chasse Sud. 

While e-commerce off ers increasing 
competition for ‘bricks and mortar’ stores, 
overall, in Western European markets, less 
than 10% of retail sales are made online 
on average. Our research and experience 
shows that most fashion retailers are 
actually increasing the size of their shops 
to enable them to off er as complete a 
range as possible, and to facilitate ‘click 
and collect’ internet sales. 

Moreover, the majority of our suburban 
centres are anchored by hypermarkets, 
which do not off er home delivery but 
prefer ‘click and collect’ from their stores. 
This means that our visitor numbers are 
maintained. Sales by this method also 
remain under 10% of the hypermarket 
total turnover.

Source: Forrester European Online Retail Sales 2016. United States fi gures from the Census Bureau of the Department of 
Commerce, 4th Quarter 2016.
Total retail and online retail does not include categories such as travel, cars and prescription drugs. It also does not include 
food and drink sales at a restaurant or fast food chain, consumer-to-consumer commerce, or gasoline sales. 
* Unweighted average
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Chief Executive’s review
continued

Attractive centres
Physical shops must off er an attractive 
alternative to the convenience of buying 
from home or on a mobile device. We put 
considerable thought into ensuring that 
our centres are easy to get to and pleasant 
places in which to spend time.

We also ensure that our malls off er useful – 
or even essential – services such as health 
centres, dentists, childminding facilities 
and playgrounds, as well as free Wi-Fi and 
collection points for goods ordered online.

Community responsiveness 
We sponsor local cultural events, sports 
teams, transport services and provide 
interesting and rewarding employment 
for people who live near our centres.
In the wake of terrorist and fi re incidents 
across Europe, and France in particular, 
managing safety and security risks 
has become increasingly important for 
shopping centre operators and their 
customers. We work closely with local 
police and emergency services to ensure 
that we have appropriate preparedness 
procedures in place within our centres. 
All shopping centres have a manager 
who is responsible for undertaking regular 
safety checks and ensuring that all 
appropriate regulations are met and plans 
and mitigation measures are in place.

Acquisitions
Eurocommercial acquired a major 
shopping centre, hypermarket and retail 
park at Kristianstad in the southern Skåne 
region of Sweden in October 2016. The 
shopping centre is to be completed in 
2018 and is already 75% pre-let. The 
hypermarket will open at the end of 
September 2017. The net acquisition yield 
for the shopping centre and hypermarket 
is 6% and will generate a total purchase 
cost of around €134 million, depending 
on the level of rental income achieved.

In December 2016, we increased our 
ownership of Centr’Azur to 100% by 
acquiring the 15,500m2 hypermarket, 
along with some external units, at a 
gross price of €40 million.

Property sales
Sales of existing smaller properties have 
been completed, or are under way, in 
France and Sweden, releasing funds of 
almost €100 million for our expansion 
programme. We have signed a contract 
to sell 74 rue de Rivoli, Paris, to a major 
institutional investor for a net price of 
€79.6 million and with a net yield of 3%. 

We have also agreed the sale of Mellby 
in Sweden at a price of SEK185 million, 
its latest valuation. We will continue our 
asset rotation plans as circumstances 
permit and as funds are required.

Developments
Extensions and refurbishments are under 
way, or completed, in a number of centres 
which will be described more fully in 
the country sections of this report. In all 
countries, we have built up considerable 
development expertise which means we 
can obtain higher returns than are possible 
by buying existing properties in the current 
highly competitive market.

The future
We have the opportunity to extend and 
improve a further 11 centres in France, 
Italy and Sweden over the coming years, 
as planning consents are obtained. 
Our clear objective is to reinforce the 
importance and attraction of these centres 
as the best in their catchments.

With high occupancy levels throughout 
our attractive shopping centres, plus the 
completion of several exciting expansion 
projects in the coming months, we believe 
the outlook for Eurocommercial in the next 
12 months is excellent.

Market outlook
We expect modest infl ation to re-
emerge, in line with improving European 
economies, and interest rates to gradually 
rise as a result. Rental growth will also 
benefi t from indexation so property yields 
are likely to remain fi rm.

Our management team

Jeremy Lewis Chief Executive Peter Mills Director, Sweden

Evert Jan van Garderen Finance Director Tom Newton Director, France

Roberto Fraticelli Director, Italy
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I Gigli: Refurbishment
In June 2017, we completed a renovation 
and refurbishment of I Gigli, a centre we have 
owned since 1999. The space freed by the 
hypermarket reduction has been converted 
into a new mall and large premises for Primark, 
Zara, Piazza Italia, Sephora and others. On the 
upper fl oor, we introduced an exceptional new 
food concept for a shopping centre: ai Banchi 
del Mercato Centrale, a new marketplace for 
local food operators.

C4: A new centre in Sweden
In October 2016, we bought C4 Shopping, 
a 31,600m² shopping centre development and 
adjoining 9,000m² hypermarket box located 
just outside Kristianstad, Sweden. The centre 
is already 75% pre-let a year ahead of its 
scheduled opening in October 2018, with the 
hypermarket due to open at the end of 2017.
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Like-for-like 
rental growth

4.1%
Average rental uplift on 
relettings and renewals

21%
Increased property values

5.0%

Average 
rental 

uplift on 
relettings 

and 
renewals

% of total 
leases 

relet and 
renewed

Number 
of relettings 

and 
renewals

Like-for-like 
rental 

growth

Overall 21% 17% 271 4.1%
France 10% 13% 64 2.3%
Italy 28% 18% 156 5.6%
Sweden 12% 20% 51 3.2%
Excluding extensions

All our properties are valued every six 
months by independent appraisers, and 
fi rms are rotated every three years. The 
valuations refl ect an increase in investor 
demand but, equally importantly, they refl ect 
the very low vacancies, security of income 
and retail sales in our centres.

Overall, our values rose by 5.0% with an 
increase of 6.7% in Italy, as appraisers noted 
the discrepancy between yields here and 
other European countries. In Sweden, the 
strong market was refl ected in a rise of 5.5% 
and in France, which has already seen a 
strong rise in values last year, our properties 
rose by 2.8%.

Like-for-like rental growth for all properties 
was a strong 4.1% despite almost 
non-existent infl ation and, therefore, 
rental indexation.

Italy showed the strongest growth with 
5.6% and Sweden followed with 3.2%. 
France, despite elections and other 
worries, achieved 2.3%.

Rising property valuesStrong rental growth

Property performance

Like-for-like rental growth %
2016/17

4.1% 2.3% 5.6% 3.2%
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Value growth %
12 months to 30 June 2017

5.0% 2.8% 6.7% 5.5%

O
ve

ra
ll

Fr
an

ce

Ita
ly

Sw
ed

en

Net yields %
At 30 June 2017

4.9% 4.3% 5.3% 4.8%
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A key driver of rental and capital value 
growth in any shopping centre is the 
volume and growth of retail sales by 
the tenants. Eurocommercial only invests 
in properties where retail tenants disclose 
their sales every month. 

Overall, retail sales decreased 1.0% for 
the 12 months, but improved in the last 
three months by 0.7%.

Occupancy rates

99.7%
Occupancy cost ratio

8.5%
Like-for-like retail sales

-1.0%

Like-for-like retail sales growth 
by sector %
12 months to 30 June 2017

12 months to 
30 June 2017

6 months to 
30 June 2017

Fashion -1.0% 0.3%
Shoes 2.3% 4.4%
Gifts & jewellery 1.6% 0.3%
Health & beauty 1.0% 2.2%
Sport 1.4% 1.8%
Restaurants -0.3% 2.0%
Home goods -2.4% 0.7%
Electricals -4.0% -5.1%
Hyper/supermarkets 1.8% 2.8%

Eurocommercial has the lowest vacancy 
rate in the listed property sector, with 
vacancies in its shopping centres 
consistently below 1%. We have, over 
recent years, achieved this level of 
success through very careful tenant 
selection, setting rents that allow tenants 
to be profi table, and employing centre 
management teams with vast experience 
and dedication. 

At 30 June 2017, vacancies remained low 
once again with a total occupancy level 
of 99.7%.

Shop rents are carefully matched to 
retail sales so that an appropriate and 
sustainable occupancy cost ratio (OCR) 
of gross rent to gross sales turnover 
can be achieved. This not only helps the 
retailer make a reliable profi t, but also 
assists us in judging the shop mix and 
adapting it as necessary.

At 30 June 2017, occupancy cost ratios 
across the portfolio averaged 8.5%, 
excluding hypermarkets.

Retail sales improve 
in fi nal quarter

High occupancy Sustainable occupancy 
cost ratios

Vacancy by rent %
30 June 2017

0.3% 0.4% 0.2% 0.4%
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Occupancy cost ratios
(excl. hypermarkets) %

8.5% 8.9% 8.3% 8.0%
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Historical occupancy cost ratios 
(excl. hypermarkets) 
Turnover incl. VAT %

8.5% 8.2% 8.1% 8.1%
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Vacancy by floor area %
30 June 2017

0.2% 0.2% 0.2% 0.1%
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Like-for-like retail sales growth %
12 months to 
30 June 2017

6 months to 
30 June 2017

Overall -1.0% -0.2%
France -2.1% -0.7%
Italy -1.2% -0.4%
Sweden 2.3% 1.7%
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Financial performance

Results summary*
2016/17 2015/16

Rental income (€m)** 197.7 188.2
Net rental income (€m)** 163.0 155.4
Direct investment result (€m) 108.0 102.8
Direct investment result per depositary receipt (€) 2.23 2.15
Dividend per depositary receipt (€) 2.10 2.05
IFRS profi t after taxation (€m) 260.8 207.4

Adjusted net asset value per depositary receipt (€) 46.42 43.00
IFRS net asset value per depositary receipt (€) 40.58 37.34
Net debt to adjusted net equity** 67% 66%

Net debt to property value** 39% 39%
Average interest cost, including margins 2.5% 2.7%
*  Includes joint ventures. 
** Based on proportional consolidation.

During the year, 
we completed a total 
of €515 million new 
or refi nanced loans, 
approximately one-
third of the total 
loan book.
Evert Jan van Garderen
Finance Director
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Overview
It has been another strong year for 
Eurocommercial, and our 4.1% rental 
income and 3.7% earnings growth during 
the year to 30 June 2017 are testament 
to this. As a result, we have proposed 
a dividend of €2.10 per depositary receipt, 
continuing our 25-year track record of 
dividend growth. 

While more than satisfactory, these 
numbers only tell part of the story. 
Our active approach to asset rotation 
and portfolio management can only be 
achieved if we have a strong balance 
sheet. During the year, we undertook a 
signifi cant amount of work to refi nance 
a third of our loan book, securing longer 
and better loan terms. We supplemented 
this with agreements for asset disposals 

to generate further cash fl ow. Together 
with our comprehensive interest rate 
hedging programme, the result is that 
Eurocommercial has the capital and 
risk management structure to sustain 
our investment programme, thus driving 
returns and future earnings.

Property valuations and net 
asset values (NAV)
All our properties were independently 
valued at 30 June 2017 by major 
international fi rms in accordance with the 
standards set out in the Red Book of the 
Royal Institution of Chartered Surveyors. 
The outcome of this exercise was a 5.0% 
uplift in property valuations across our 
portfolio, with an overall net yield of 4.9%. 
The change in values of the individual 
properties since June and December 
2016 are set out in the tables in each 
of the country sections of this report, 
together with their net yields. 

Valuation growth

Net yield 
including 

purchase costs

12 months to 
30 June 2017

6 months to 
30 June 2017

At 
30 June 2017

Overall 5.0% 3.4% 4.9%
France 2.8% 1.4% 4.3%
Italy 6.7% 5.3% 5.3%
Sweden 5.5% 3.1% 4.8%

The adjusted net asset value fi gure at 
30 June 2017 was €46.42 per depositary 
receipt, up 8.0% compared with €43.00 
at 30 June 2016, and up also 8.0% 
compared with €43.00 at 31 December 
2016. Adjusted net asset values do not 
take into account contingent capital gains 
tax liabilities, nor do they take into account 
the fair value of fi nancial derivatives 
(interest rate swaps) which are used 
to stabilise interest costs. 

The IFRS net asset value at 30 June 
2017 was €40.58 per depositary receipt, 
compared with €37.34 at 30 June 2016 
and €37.66 at 31 December 2016. It 
includes both contingent capital gains tax 
liabilities, if all the properties were to be 
sold simultaneously, and the fair value of 
fi nancial derivatives (interest rate swaps).

International Financial 
Reporting Standards (IFRS)
The total investment result (IFRS profi t 
after taxation) for the year rose to 
€260.8 million from €207.4 million for 
the previous fi nancial year. This included 
“investment revaluation and disposal of 
investment properties” for an amount of 
€173.0 million for the 12 months ended 
30 June 2017, similar to €173.7 million for 
the 12 months to 30 June 2016. 

€2.10
Dividend per depositary 
receipt 2016/17

92 93 94 95 1110 12 13 15 16 171496 97 98 99 00 01 02 03 04 05 06 07 08 09

€1.07
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2.50

2.00

1.50

1.00
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Dividend progression since inception

Year

Stock price vs. NAV

1110 12 13 14 15 171601

Share price

IFRS NAV

Adjusted NAV
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55.00
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Financial performance
continued

The year-on-year increase in total 
investment result refl ects the positive fair 
value movement of the derivative fi nancial 
investments (interest rate swap contracts) 
of €52.5 million, caused by slightly higher 
market interest rates (previous fi nancial 
year €43.2 million negative). However, 
the overall result was reduced by higher 
deferred tax amounting to €77.0 million 
(previous fi nancial year €22.5 million). 

It is the view of the Board that the 
total investment result, as it includes 
unrealised ‘capital’ movements, does not 
properly represent continuing underlying 
earnings which are better defi ned by the 
direct investment result, the standard 
representation of operational profi t for 
Dutch property companies.

Funding
Eurocommercial completed a total of 
€515 million new or refi nanced loans, 
representing approximately one-third of 
the total loan book. As a result of agreeing 

these new loans under favourable terms, 
we were able to keep our interest expense 
for the fi nancial year stable at €39.8 million. 
The average length of the loan portfolio, 
including the July transactions, is currently 
fi ve and a quarter years and, at the end 
of the fi nancial year, 72% of interest costs 
were fi xed for an average of seven years.

The work we have done on refi nancing 
means our loan schedule is very 
manageable. In our current fi nancial 
year there is only one loan in Sweden 
amounting to €40 million maturing in 
December, and in the fi nancial year 
starting 1 July 2018 only €80 million 
of non-current borrowings will mature. 
In the subsequent two fi nancial years 
starting 1 July 2019 and 1 July 2020 
respectively, the maturing non-current 
bank loans are amounts well below 
€100 million and just over €200 million, 
thus the overall refi nancing risk has 
been signifi cantly reduced.

On the basis of proportional consolidation, 
the net debt to adjusted net equity ratio at 
year end was 67% (30 June 2016: 66%) 
and the net loan to property value was 
39% (30 June 2016: 39%). The average 
overall interest rate (including margin) for 
the total loan portfolio improved slightly 
to 2.5%, compared with 2.8% at 31 March 
2017 (30 June 2016: 2.7%).

19,900 performance shares (depositary 
receipts), which were awarded to 
employees in 2013, vested in November 
2016. A further 616,025 depositary 
receipts were issued that month to 
shareholders who opted to take up the 
stock dividend. Therefore, at 30 June 
2017, 48,631,957 depositary receipts 
were outstanding, after the deduction 
of the 262,230 depositary receipts held 
in treasury.

Non current loan maturity schedule

€m

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

80 89

205

495

54

128

6 65

153

500

400

300

200

100

Date fi nancing 
completed Value amount Term Type of loan Secured against 

September 
2016 

€72 million 7 years Fixed rate bullet loan Bergvik shopping 
centre 

September 
2016 

€80 million 5 years Loan, plus extension 
option for another 
fi ve years 

Carosello shopping 
centre 

November 
2016 

€13 million 5 years Loan, plus extension 
option for another 
fi ve years 

Italian properties 

December 
2016 

€84 million 15 years Fixed rate loan Shopping centres in 
Amiens, Grenoble, 
Hyères and Moisselles 

June 2017 €50 million 6 years Loan Leonardo, Imola 
June 2017 €70 million 15 years Fixed rate loan Les Atlantes, Tours 
June 2017 €55 million 5 years Loan, plus extension 

option for another 
fi ve years 

Cremona Po 

July 2017 €91 million 6 years Two fi xed rate 
bullet loans 

Shopping centres 
in Norrköping and 
Skövde 

New and refi nanced loans 
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Eurocommercial is an active 
member of the European Public 
Real Estate Association (EPRA), 
a body which aims to promote, 
develop and represent the 
listed real estate sector. The 
Company has adopted the EPRA 
performance measures to assist 
in improving the transparency, 
comparability and relevance of 
the published results of listed 
real estate companies.

EPRA earnings
per depositary receipt (€)

*  The EPRA cost ratio does not, 
we believe, give a meaningful 
comparison of the effi  ciency of 
property companies with widely 
diff ering property types and 
countries of operation where 
lease law, leasing practice and 
tax regimes can impact costs 
signifi cantly. On page 60 the 
reconciliation of the EPRA 
cost ratio is provided and we 
explain there in more detail the 
limitations and disadvantages 
of this metric.

  We think it is more appropriate 
to compare the clear standard 
metric of personnel numbers 
and costs (30 June 2017).

  Personnel costs, including 
bonuses, €19.4 million.

  Personnel costs, per €1 million 
of property assets €5,000.

  Property assets per employee, 
€46.2 million.

  Gross rent per employee, 
€2.4 million.

EPRA cost ratio* 
including costs of 
direct vacancy
Administrative and operating costs 
divided by gross rental income.

EPRA net initial yield 
(NIY)
per depositary receipt (€)

EPRA NAV
per depositary receipt (€)
Net asset value adjusted to 
include properties and other 
investment interests at fair value 
and to exclude certain items 
not expected to crystallise in 
a long-term investment property 
business model.

EPRA ‘topped-up’ NIY
per depositary receipt (€)
Net asset value adjusted to 
include properties and other 
investment interests at fair value 
and to exclude certain items 
not expected to crystallise in 
a long-term investment property 
business model.

EPRA NNNAV
per depositary receipt (€)
EPRA NAV adjusted to include 
the fair values of: (i) fi nancial 
instruments; (ii) debt; and (iii) 
deferred taxes.

EPRA performance measures   Further information on the 
calculation of these metrics can 
be found on pages 59 and 60.
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Research

We thoroughly analyse national and 
regional economies, both in terms 
of actual conditions and future 
developments. Our dedicated research 
teams work closely with management to 
ensure that they have a full picture ahead 
of any decisions regarding purchases, 
investment or even disposals. 

Our research here is based not just on key 
national and regional economic indicators 
(such as GDP, leader industries, PMI, and 
unemployment trends), but also consumer 
debt levels and savings ratios. We analyse 
infl ation and national retail sales growth, 
as well as political stability and its potential 
impact on the health of the national and 
regional economies.

Catchment analysis
In order to establish the potential for 
an existing or future property, we look 
closely at the catchment surrounding 
our properties. We analyse the population 
and project spending in the area, based 
on data published by the relevant national 
statistics offi  ce.

Potential and actual competitor centres 
are taken into consideration, as well as the 
impact of e-commerce, together with the 
purchasing power of the population. We 
use this to estimate the potential turnover 
achievable by the property. In case of 
a new development or extension project, 
the leasing team can assess whether the 
projected rental income is sustainable.

The outstandingly high occupancy levels of our centres (99.7% 
in 2017) is no accident. It is due to the most thorough research 
before a property is purchased and continues during its lifetime. 
Our experienced and knowledgeable in-house research team 
covers national and regional economies, detailed catchment studies, 
analysis of spending capabilities and the relationship with rental 
levels, plus regular customer and tenant satisfaction surveys. 
It can be broadly summarised in three key areas.

National and regional 
economies
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We survey our shoppers frequently 
and regularly and, over the years, we 
have acquired a deep knowledge of the 
customers of our centres. We broaden 
our research to the entire population 
of the catchment to monitor changes, 
capture new trends and use these insights 
to improve the competitiveness of our 
centres. We use a variety of methodologies 
including surveys, focus groups, detailed 
interviews and social media content 
analysis, benefi tting from the support of 
the more advanced technologies.

Shoppers are not the only focus of our 
attention. Every two years an independent 
specialist retakes and produces a tenant 
satisfaction index that we use to improve 
our relationship with the retailers, working 
on the factors that are identifi ed as most 
important to them.

Market research:
Retailers and consumers
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Digital strategy

The retail sector is rapidly evolving in the 
face of technological innovation, demographic 
changes and increasing urbanisation – 
and we are acting on the opportunity this 
off ers our tenants and our business. 

Communication 
and engagement

1.
With increasingly sophisticated smart 
phones, customers can shop online 
whenever and wherever they choose. 
But smart phones are not just a retail 
tool – they are also great providers of 
information, and data, plus a means 
of social connectivity. People use their 
phones to research their shopping needs, 
fi nd good deals and integrate this into their 
existing social plans. 

In fact, whereas many have viewed 
e-commerce as a direct threat to 
physical sales, we consider the two 
are complementary. 

Independent third party data shows that 
physical sales remain by far the most 
popular method of shopping, on average 
less than 10% of retail sales are made 
online in Europe. Moreover, our retailers 
are actively encouraging the convergence 
of physical with the ‘click and collect’ 
method of purchase by enhancing their 
store experience. 

We are already supporting the digital retail 
evolution at all of our shopping centres, 
in three key ways.

We use traditional survey and 
focus groups but also gather 
information using digital tools 
such as responsive websites, 
loyalty cards and social media. 
Demographic data is also 
reviewed regularly to identify 
changes that are pertinent to 
the retail world.

Each of our shopping centres 
proactively communicates 
and engages visitors regularly. 
Our centre websites are 
mobile-friendly, updated daily 
and can recognise customers, 
enabling carefully targeted 

advertising. We use local text 
messaging and advertising 
on mobile apps, such as 
Waze, or relevant fashion 
and news websites.

Social media platforms are 
highly eff ective to amplify our 
campaigns and engage the 
catchment population. With 
the help of social infl uencers 
and fashion bloggers, we 
have increased visibility 
and awareness, building 
a strong community of 
brand ambassadors.

Some of our centres have a 
YouTube account where they 
publish videos of events. We are 
enhancing our use of this channel 
as videos are now accepted to be 
the fastest growing media online 
(YouTube is the second most 
popular search engine globally). 

We have increased our investment 
in Google referencing and 
advertising to ensure consumers 
living in our catchments are 
directed to the local outlets of 
national retailers in our centres. 
The latest system is being installed 
at Amiens to coincide with the 
opening of the new extension. 

All our centres have a Facebook 
account that is updated daily with 
high-quality content about events, 
off ers and promotions, fashion tips 
and latest trends. Posts are simple 
and short to help the audience 
retain the information, and our 
experience shows videos are the 
most eff ective tool to emotionally 
engage the audience.

Almost all our centres have an 
Instagram account that is updated 
daily with photos and videos and 
dedicated hashtags. Instagram is 
the main tool for visual storytelling 
and visual merchandising and is 
the best channel for retailers to 
investigate trends, opinions and 
satisfaction of the customers.
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In 2016, Carosello adopted 
Facebook’s new ‘LIVE’ function 
as part of its communication 
strategy. The aim of the initiative 
was to draw customers’ attention 
to the bestsellers and tenants’ 
promotions, to boost sales and 
to exploit the potential of social 
media and stimulate engagement 
and conversation.
The centre launched “We Live 
Shopping” – a web series hosted 
by a well-known fashion blogger 
from Lombardy – an innovative 
way to showcase tenants’ 
off erings and to promote social 
shopping in real time. The web 
series was broadcast on all of the 
centre’s social media channels. 
The campaign won the 2016 
CNCC Italian marketing award.

Customer 
knowledge 

Information and 
entertainment

2. 3.

One of the most exciting 
opportunities, from which 
we can benefi t further, is the 
ability to collect and use 
smart data from visitors to 
our shopping centres. 

Our sophisticated databases 
can fi lter and sort customer 
information about behavior, 
preferences and priorities. 
This information can be 
collected from website visits, 
use of on-site Wi-Fi, on-site 
special off ers, gift cards, loyalty 
schemes etc. This rich seam of 
data enables Eurocommercial 
to build a better understanding 
of consumer behaviour which, 
in turn, allows us to build 
relationships with customers 
through highly targeted 
marketing campaigns.

Our IT function is critical, 
and databases are centrally 
monitored and controlled in 
Amsterdam, operating with 
the strictest adherence to all 
relevant data protection laws 
across markets.

Many visitors use our shopping 
centres as a location for social 
engagement. Others are 
there to fi nd what they need 
quickly and easily. Regardless 
of the purpose for their visits, 
we are constantly working 
hard to ensure visitors have 
a pleasurable experience. 

We are introducing an 
enhanced digital experience. 
For example, in selected 
centres we already employ:

  Digital wayfi nder directory 
with gift card dispenser 
  Digital displays
  Digital totems located in 
the galleries to investigate 
customer satisfaction and 
collect customers’ feedback
  Indoor parking guidance 
system based on cameras 
  Digital ‘furniture’: maxi 
video walls in food courts, 
recharging stations, 
business/internet points, 
and lockers to collect 
goods bought online.

Carosello 
“We Live Shopping”: 
An award-winning 
campaign

Chasse Sud
Targeting families 
through social media
We wanted to use our children’s 
adventure playground event to 
bring more families to Chasse Sud. 
With a clear understanding of our 
local demographic and their social 
media habits, we launched a digital 
and social media communication 
campaign in April 2017. The centre 
recorded a short video of the event 
then increased its reach through 
the advertising tool on Facebook. 
Through this focused approach, 
we only spent €250 in social ads 
but managed to reach an incredible 
160,000 people living in the 
catchment area – with the video 
viewed over 9,000 times. During 
the two-week event, we welcomed 
more than 6,000 children to the 
playground. The footfall at the car 
park during this event increased by 
20% in comparison with the same 
period the previous year.
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Retailer and customer relationships

The retail world continues to evolve, 
driven by consumer behaviour and 
increasing competition among retailers. 
Shopping centres are increasingly 
dedicating more gross lettable area 
for dining, leisure, and entertainment 
experiences and providing what the 
internet cannot: a relaxing meeting 
place where people can socialise 
and be entertained alongside their 
shopping experience.

We put considerable thought into 
ensuring that our centres are attractive 
and pleasant places where people can 
meet, shop, eat, be entertained and spend 
time. This year, our dedicated technical 
teams successfully completed a number 

of unique refurbishments and extension 
projects that increased the attractiveness 
of our shopping centres across all the 
countries in which we operate.
In addition to attracting customers who 
seek a pleasurable shopping experience, 
we also ensure that our malls off er 
convenient and essential amenities such 
as health centres, dentists, child-minding 
facilities, playgrounds, work spaces and 
collection points for goods ordered online.
Eurocommercial pays special attention to 
international, national and local retailers 
and listens carefully to their concerns 
and opinions. We conduct tenant 
satisfaction surveys to better understand 
the relationship between retailers and 

the shopping centres’ management. 
Feedback from our tenants helps us 
understand what we can do to improve 
as a landlord. Main items reviewed in the 
tenant surveys include feedback on the 
management of the centre, environmental 
practices, marketing, the range of stores, 
daily issues, security, and the perception 
of Eurocommercial as a business partner.

The leasing team is 
constantly searching 
for new trends and 
innovation in the 
retail world.
Valeria Di Nisio
Group Leasing Director
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Halmstad

Although the shopping centre 
at Halmstad had been a retail 
destination since the 1990s, 
at the time we acquired the 
shopping centre in 2012 it was 
in need of renovation. With only 
30 tenants, it needed substantial 
enlargement. We secured a 
new zoning plan that allowed 
for an increase in retail space 
of 16,000m², partially facilitated 
by substantially reducing the 
size of the Co-op hypermarket 
to its new standard format of 
around 4,600m².
Our leasing strategy was to target 
Scandinavia’s leading brands, 
particularly in fashion and sport, 
to complement the existing anchor 
retailers, H&M, KappAhl and 
Lindex. New retailers have been 
attracted by the quality and design 
of the €75 million project and the 
strength of the shopping centre’s 

location next to the E6 motorway, 
serving a catchment of circa 
200,000 people. The centre will 
be fully let when it opens at 
the end of October 2017. New 
fashion brands include New 
Yorker, Cassels, MQ and most 
of the Varner and Bestseller 
Group brands. There is also a 
very strong footwear off er with 
Nilson Group’s Feet First concept, 
together with Håkanssons and 
Scorett. Sport is represented by 
Stadium, Sweden’s largest retailer 
in this important sector, and the 
Norwegian retailer XXL opening a 
3,800m² external unit in summer 
2018. The main restaurant is 
a 1,300m² two-level unit let to 
Heagården, a well-known 
existing local restaurant group 
which operates four diff erent 
food concepts.

Grand A

Amiens Glisy opened its doors in 1994 and has traded 
consistently well ever since, with a traditional line-up 
of domestic retailers and without incurring either major 
capital expenditure or seeing any signifi cant changes 
in merchandising. 
In response to evolving retail trends, we extended the 
centre by 5,500m2 that allowed us to introduce two 
new anchor stores of 3,000m2, together with 12 new 
shops, to replace superfl uous hypermarket fl oor space, 
and allow our partners at Géant to concentrate on their 
excellent food off er. The anchor stores include H&M 
and New Yorker, and new units’ shops include Pandora 
and Adopt, and, in order to improve the restaurant off er, 
two new exciting concepts. 
This was a complicated exercise, as it necessitated 
the transfer of four national retailers to create the new 
mall to serve the anchor units. The total project cost 
of €20 million included €3.5 million of a much-needed 
refurbishment and renovation to the existing gallery. 
The yield on the cost of the extension is expected to 
be close to 6%.
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Retailer and customer relationships
continued

Tenant mix
The leasing team is constantly searching 
for new trends and innovation in the retail 
world to help improve Eurocommercial’s 
gallery retail mix.

The percentage of telecom & electrical in 
our shopping centres’ GLA has reduced 
in the last two years from 14% to 12.5% 
in favour of an increase in the fashion and 
shoes sectors. Electrical retailers (along 
with books & toys, whose percentage 
went down from 2.6% to 2.4%) were the 
fi rst to suff er from internet sales and have 
subsequently downsized their physical 
store requirements. 

Conversely, many fashion retailers are 
increasing the size of their stores in order 
to showcase their full product ranges 
in one location, adding sport sections, 
shoes, beauty, household, etc. and to 
facilitate ‘click and collect’ internet sales. 
To allow these retailers to increase their 
size, we also took advantage of the 
downsizing of hypermarkets to reduce 
their non-food off erings, and we used this 
space to accommodate other retailers.

One such example is at Amiens, where 
we used some of the Géant hypermarket 
space to enlarge the gallery and introduce 
two anchor stores. In I Gigli, following the 
reduction of the hypermarket, we were 
able to create space for a larger Zara unit 
and a new Primark store. A similar project 
was completed in Carosello this year, 
where Carrefour hypermarket reduced 
their GLA by almost 6,800m2, and this 
allowed us to create space for a Coin 
department store and shoes anchor 
retailer alongside other smaller units.

Given the increased importance 
of the food and beverage off er 
in shopping centres, at I Gigli in 
Italy, in conjunction with a major 
refurbishment undertaken in the 
centre, we replaced the former 
self-service restaurant with a 
unique marketplace concept 
for artisanal food operators: 
ai Banchi del Mercato Centrale. 
This exciting new restaurant 
concept originated in the covered 
market of San Lorenzo, Florence, 
in 2014. We realised that this 
could be introduced into our I Gigli 

shopping centre to provide a new 
food experience to our clients. 
It off ers customers the opportunity 
to buy fresh produce from its 
market stalls or to sit down and 
eat at the various restaurants 
within. All artisans are local and 
committed to a high standard 
of quality. It occupies an area of 
almost 1,800m², with 17 stalls 
and more than 500 seats. All this 
makes ai Banchi del Mercato 
Centrale the perfect place to 
enjoy food at any time of day.

ai Banchi del Mercato Centrale, 
I Gigli
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Merchandising mix 
(excluding hypermarkets)

1
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1. Fashion 36.4%

2. Shoes 5.4%

3. Health & beauty 5.2%

4. Gifts & jewellery 2.5%

5. Books & toys 2.4%

6. Food & restaurants 7.6%

7. Services 2.7%

8. Sport 7.7%

9. Home goods 14.6%

10. Telecom & electrical 12.5%

11. Cinema 2.8%

12. Other 0.2%

Floor area %
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1. Fashion 41.8%

2. Shoes 5.6%

3. Health & beauty 9.8%

4. Gifts & jewellery 5.9%

5. Books & toys 1.8%

6. Food & restaurants 8.5%

7. Services 3.2%

8. Sport 4.9%

9. Home goods 7.0%

10. Telecom & electrical 9.8%

11. Cinema 1.5%

12. Other 0.2%

Minimum guaranteed rent %

2022
onwards

2021/2022

2020/21

2019/20

2018/19

2017/18

Lease expiry profile
As % of rental income

Under 
negotiation

Average lease length: 5.5 years

 10%

9%

10%

11%

13%

10%

37%

Top ten retail tenants
% of total Eurocommercial income

4.3% 3.6% 3.2% 2.7% 2.4%

2.0% 1.9% 1.5% 1.3% 1.1%
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Sustainability

Our investment strategy is straightforward. 
We make well-considered purchases with 
a careful eye to the future. Our country-
specifi c teams focus on enhancing the 
operational effi  ciency, local benefi ts and 
customer experience at each asset, 
working together with tenants and local 
communities. Our over-arching goal is to 
actively evolve our retail destinations so 
that they thrive in the long-term, meeting 
our stakeholders’ needs for sustainable 
value creation.

At the country level, sustainability is 
integrated as part of the day-to-day role 
of key functions. We promote active 
dialogue with stakeholders and cross-
team knowledge-sharing to extract the 
most possible value from our actions. 
Sustainability will continue to be part of 
how we do business and something that 
every individual is proud to contribute to.

Informed decisions
We take a long-term view of any potential 
purchase. Eurocommercial has always 
employed a rigorous, research-led 
approach to acquisitions. We incorporate 
environmental and socio-economic risks 
and opportunities into our criteria for 
potential purchases. The management 
team meets on a weekly basis to identify 
issues of emerging relevance, from 
demographic change, social expectations 
and asset fl exibility to technological 
advances and enhancements to 
environmental building standards.

The retail sector is now evolving rapidly 
with a confl uence of major trends – 
including technological innovation, 
demographic change, urbanisation, 
and the growing focus on transitioning 
to a low-carbon economy. There is an 
increasing desire by shopping centre 
owners to enhance the social and 
environmental value that they bring to 
local communities, be that through the 
promotion of local employment and 
procurement, the improvement of local 
transport infrastructure, or the integration 
of renewable energy systems or green 
spaces on site.

Active asset management
The cornerstone of Eurocommercial’s 
asset management approach is to 
ensure that our centres are refreshed 
and enhanced on a regular basis through 
refurbishment and extension projects. 
Integral to this process is consideration 
for the needs of our local communities, 
including the delivery of important 
amenities such as green space and 
transport links, in accordance with local 
government priorities. Eurocommercial 
aims to increase the environmental quality 
and reduce the running costs of our assets 
by implementing standards to improve 
operational energy and water effi  ciency, 
and waste recycling. We also seek to 
prioritise the use of construction and fi t-out 
materials that are locally sourced, recycled 
and have a low environmental impact.

We focus on gathering robust baseline 
energy data from all our assets, ensuring 
that we are compliant with increasingly 
stringent regulations concerning building 
environmental management and, most 
importantly, delivering reductions in 
service charge costs through energy 
effi  ciency measures.

Going forwards, we will reinforce our 
collaboration with tenants on responsible 
property aspects, particularly energy 
effi  ciency, by increasing the level of 
communications and one-on-one 
engagement with tenants at management 
and asset level. We are introducing ‘green’ 
clauses in all new leases in France and 
Italy and aim to meet with tenants to 
exchange utilities consumption data. 
We will also review and update our fi t-out 
guidance with a view to ensuring that our 
tenant-demised areas are operated as 
effi  ciently as possible.

Transparent reporting
Eurocommercial deals fairly and 
responsibly with all our stakeholders. 
We adhere to high standards of corporate 
governance and provide highly transparent 
disclosure of our activities through formal 
reporting and other communications. 

As sustainability issues have risen up the 
agenda for investors, governments and 
retailers alike, we have responded by
reporting on our portfolio’s environmental 
performance.

Operating as a responsible business has always been a way of 
life for Eurocommercial, and we are quietly proud of our collegiate 
culture and high levels of staff  retention and engagement.

2017

2016

2015

GRESB score*

 55

54

67

Eurocommercial gained Gold Awards from EPRA in 2017 in recognition of the quality of its business and sustainability reporting.

* Global Real Estate Sustainability Benchmark
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As a member of EPRA, we have reported 
in line with the EPRA sustainability 
BPRs for four consecutive years, and 
achieve a Gold rating for our high level of 
disclosure on environmental performance. 

We participated in the Global Real Estate 
Sustainability Benchmark (GRESB) survey 
for the fi rst time in 2015 and achieved 
Green Star status in 2016. We signifi cantly 
improved our score in 2017 from 54 to 67. 
Eurocommercial’s GRESB scorecard 

highlighted our disclosure on sustainability 
performance as a key strength, and 
continues to help us recognise areas 
for future improvement. 

Responsible employers
We pride ourself on our commitment to 
our employees and benefi t from long-
standing tenure, which currently stands 
at an average of 7.7 years. Over the 
26 years of our existence, only three 
senior people have left the Company. 
We maintain an open and respectful 
culture which we believe is a key 
diff erentiator in enabling us to attract and 
retain a skilled and dedicated team. Staff  
are encouraged to share ideas for the 
improvement of the business and the 
relatively small size of the Company, and 
horizontal reporting structure, is often cited 
as a key contributor to job satisfaction. 
High levels of engagement and acumen 
were demonstrated by the feedback 
received through internal staff  interviews. 
The good gender balance within the 
Company adds further strength to the 
positive internal culture. 

All employees are shareholders of 
Eurocommercial and all partake in the 
annual bonus scheme. Annual reviews 
enable two-way discussions between 
managers and employees to give and 
receive feedback on their performance 
and guidance for progression.

Eurocommercial is committed to 
investing in the ongoing learning and skills 
development of its staff , and enabled 
employees to participate in an average 
three workdays of training during the 
fi nancial year ending on 30 June 2017. 
Training initiatives included supporting staff  
to obtain chartered surveyor qualifi cations; 
an MBA in real estate and research 
qualifi cations, ongoing professional 
training and participation in professional 
networks and governing bodies. We 
also off er internship placements in all 
our offi  ces as a means to support the 
development of skills and work experience 
among the younger generation. All 
employees can participate in our 
comprehensive healthcare schemes.

Employee gender split 

1

2

1. Men 44%

2. Women 56%

Colleagues celebrate 25 years of Eurocommercial
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Sustainability
continued

France 
In France, proven positive environmental 
and socio-economic outcomes are 
now some of the main criteria for local 
decisions on retail permits, so sustainable 
development and urban integration are 
key priorities for Eurocommercial.

We have delivered consistent investments 
in energy management over the past four 
years. During 2016/17, we made a series 
of investments in energy effi  cient building 
management systems and air conditioning 
equipment. Further notable achievements 
in 2016 include:

  In acquiring the hypermarket at 
Centr’Azur, we have also signifi cantly 
increased our solar power generation 
as the entire roof benefi ts from 
photovoltaic panels. This additional 
power generation complements the 
array of solar panel sun shades which 
are located in our car park to protect 
our customers and their cars from the 
searing heat of the Côte d’Azur during 
the blissful summer months;
  The installation of a new €950,000 air-
cooling system at Les Trois Dauphins, 
which is designed to increase effi  ciency 
and prevent ground water discharge. 
It enabled the shopping centre to 
reduce electricity consumption by 
18% versus 2015;
  The introduction of LED lighting in the 
common parts areas of Passage du 
Havre, Chasse Sud and Val Thoiry, as well 
as the car park of Shopping Etrembières.

More broadly, we actively promote eff ective 
energy management among property 
and facilities management teams. For 
example, in our shopping centres we are 
systematically introducing environmental 
annexes to our leases (‘green leases’), 
which stipulate requirements for energy 
and waste reduction.

We are pursuing BREEAM certifi cations 
for our two important extension projects 
at Val Thoiry and Les Atlantes. 

Italy
In Italy, we are encouraging our shopping 
centres to make investments in more 
effi  cient air conditioning equipment and 
lighting, while also raising awareness 
about sustainable management practices. 
In the last year, we have reduced energy 
consumption in Italy by roughly 3%, 
which has had the added benefi t of 
reducing operating costs. Other notable 
achievements during 2016/17 include:

  SEESEU qualifi cation for the generation 
system at I Gigli from GSE, the Italian 
state-owned company which promotes 
and supports renewable energy sources. 
The qualifi cation confi rms 100% of 
supply electricity to the hypermarket 
in this shopping centre is generated 
onsite, providing 3,500 MWh of 
electricity, 4,000 MWh for cooling 
and 2,600 MWh for heating per year.
  The installation of a photovoltaic roof at 
the I Gigli Retail Park, which generated 
46 MWh of solar energy in 2016;
  Installation of energy-effi  cient LED 
lights in many car parks of our 
shopping centres; 
  Water effi  cient equipment and/or 
rainwater harvesting systems in place 
at Carosello, Fiordaliso, Collestrada, 
Centroluna and Lame; 
  Eff ective waste recycling systems at 
all our shopping centres, including 
electronic waste collection points on 
authorised sites.

In 2016, we obtained a BREEAM In-Use 
‘Very Good’ certifi cation for Carosello 
and will pursue BREEAM In-Use/BREEAM 
certifi cation in other shopping centres.

We have always been committed to 
promoting initiatives that enable a strong 
bond with our local communities. As an 
example, we hosted a successful and 
educational event at Centroluna, involving 
local primary schools, to highlight waste 
recycling in a new fun way.

Sweden
In Sweden, environmental effi  ciency 
practices are well embedded in business 
and culture. Nonetheless, our tenants 
are very focused on improving margin. 

To align both these agendas, we have 
reduced costs by focusing on energy 
effi  ciency and waste recycling. 

  Eight out of our nine Swedish 
properties are connected to district 
heating systems;
  From 1 January 2018, 100% of energy 
bought in our Swedish properties will 
be from renewable sources;
  Four shopping centres have already 
obtained certifi cation with ‘Very Good’ 
ratings in 2016: Ingelsta Shopping; 
Grand Samarkand; Elins Esplinad, 
Bergvik.

Energy from renewable sources 
contributes part of the energy mix at our 
Swedish shopping centres. Equipment 
upgrades are made on a regular basis, 
with small refurbishment works being used 
as a platform to extend upgrades such 
as LED lighting retrofi ts across all common 
parts areas. The team is also focusing on 
installing smarter energy control systems.

We have comprehensive procedures 
in place to manage environmental and 
safety risks, covering energy, materials, 
waste and water among other aspects. 
Every shopping centre has an up-to-date 
recycling station in place which is available 
for public use. 

Eurocommercial is pursuing BREEAM 
In-Use certifi cation for all of its Swedish 
properties, excluding those already 
certifi ed.
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EPRA sustainability performance measures

Impact area
Units of 

measurement

Absolute Like-for-like comparison

Total France Italy Sweden Total

2016 2015 2016 2015 2016 2015 2016 2015 2016
Energy For landlord-shared services MWh 72,943 7,330 7,357 19,281 18,727 29,423 29,743 56,034 55,827

(sub)metered exclusively to tenants 5,006
Total landlord-obtained electricity 
GRI G4-EN4

77,948 7,330 7,357 19,281 18,727 29,423 29,743 56,034 55,827

Total landlord-obtained district 
heating and cooling consumption 
GRI G4-EN4

11,296 1,468 1,583 1,303 1,355 5,331 6,192 8,101 9,130

Total landlord-obtained fuel 
consumption GRI G4-EN4

12,808 4,262 4,250 8,366 8,398 12,629 12,648

Greenhouse 
gas 
emissions

Total direct GHG emissions GRI G4-
EN15 – GHG Protocol Scope 1

tonnes 
CO2e

2,355 785 780 1,543 1,545 2,328 2,326

Total indirect GHG emissions GRI 
G4-EN16 – GHG Protocol Scope 2

12,108 758 624 7,984 6,473 1,677 1,591 10,420 8,689

Total indirect GHG emissions GRI 
G4-EN17 – GHG Protocol Scope 3

5,672 55 54 560 565 105 106 719 725

Proportion of energy and 
associated GHG estimated

3% 0% 0% 0% 0% 0% 3% 0% 2%

Water Total landlord-obtained water 
consumption GRI G4-EN8

cubic 
metres (m3)

1,829,637 26,621 22,684 1,541,365 1,430,740 46,959 50,064 1,614,946 1,503,488

Proportion of water disclosure 
estimated

4% 0% 0% 0% 0% 5% 5% 0% 0%

Waste 
(landlord-
handled)

Total weight of waste GRI: G4-EN23 metric 
tonnes 

8,706 2,280 2,089 2,446 2,417 742 531 5,468 5,037

Composting/anaerobic digestion proportion 
by weight 

(%)

1% 0% 0% 11% 0% 0% 0% 5% 0%

Recycled 49% 43% 27% 20% 74% 100% 100% 40% 48%
Off -site materials recovery facility 16% 30% 34% 53% 12% 0% 0% 36% 19%
Incineration with energy recovery 8% 18% 31% 0% 0% 0% 0% 8% 9%
Reused 2% 0% 0% 8% 8% 0% 0% 4% 3%
Hazardous waste treatment facility 0% 0% 0% 0% 0% 0% 0% 0% 2%
Landfi ll 23% 9% 8% 9% 6% 0% 0% 8% 18%
Proportion of waste disclosure 
estimated

0% 0% 0% 0% 0% 0% 0% 0% 0%

EPRA sustainability intensity measures

Impact area Units of measurement 2015 2016
Energy Building energy intensity GRI-CRESS: CRE1 kWh/m2/year 561 567
Greenhouse gas emissions Greenhouse gas intensity from building energy GRI-CRESS: CRE3 kg CO2e/m2/year 98 86
Water Building water intensity GRI-CRESS: CRE2 m3/m2/year 11.0 11.0
Percentage fi gures may not add up to 100% due to rounding.
Jones Lang LaSalle assisted Eurocommercial in preparing this 
data in line with the EPRA reporting guidelines and undertook 
an independent verifi cation of the energy and water data.
The information provided is for the calendar years 2016 and 
2015. For 2016 the absolute coverage data disclosed for 
all energy and greenhouse gas performance measures, for 
which the landlord has control, is for 34 out of 34 properties. 
The data disclosed for water is for 31 out of 31 properties, 
and for waste it refers to 25 out of 25 properties. For the 
like-for-like fi gures, 26 out of 26 properties are included for 
the energy and greenhouse gas data, 25 out of 25 for water, 
and 16 out of 16 for waste. The reported data contains the 
total landlord-obtained energy and water consumed in the 
Company’s properties, and excludes utilities and waste 
consumption at our corporate offi  ces. 

Changes to 2015 data for our intensity performance 
measures are due to the restatement of estimated data 
and improved data collection resulting in additional 
consumptions for fuels and water that were not available 
at the time of our 2015 report. 
‘Shared services’ refer to landlord-obtained consumption 
for common parts and any services provided to tenant areas 
that have not been sub-metered. Where tenant consumption 
is sub-metered, this is also reported separately from ‘shared 
services’. For French and Italian properties, energy and 
emissions intensities are reported using ‘shared services’ 
as the numerator and ‘common parts areas’ as the 
denominator. For Swedish properties ‘shared services’ is 
the numerator and a combination of ‘common parts areas’ 
and ‘gross internal areas’ are used as the denominator 
depending on the area served by the landlord procured 

utilities. Eurocommercial acknowledges, as recommended 
in the EPRA Sustainability Best Practice Recommendations, 
that the intensity indicator may be aff ected due to a mismatch 
between numerator and denominator.
The emission factors are based upon UK Government 
guidance and are reported using the Greenhouse Gas 
Protocol and EPRA Sustainability Best Practices. Natural 
gas and diesel emissions use UK Government emissions 
factors based on UK natural gas calculations, as the 
greenhouse gas content of natural gas and diesel varies 
only marginally over time and between regions. 
Scope 3 emissions are for landlord-obtained consumption 
that is sub-metered to tenants and tenant-obtained energy.
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Year in review: 
Eurocommercial France

Pascal Le Goueff
Property Director, Eurocommercial France

France

Left to right:
Christine Marest – Director, Rental Management
Ambroise Leroy – Portfolio Director
Pascal Le Goueff  – Property Director
Emilie Rizzotti – Financial Controller
Cécile Limousin – Operations Director
Nicolas Bourimoff  – Leasing Director
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Property value

€1,352m
Gross lettable area

228,000m2

Occupancy cost ratio

8.9%

Valuation change

+2.8%
Net rental income

€60.13m

Like-for-like rental growth

+2.3%

Relettings and renewals

+10%

Number of properties

13
Number of shops

511

Number of visitors

47m
Like-for-like retail sales growth

-2.1%

1.  Passage du Havre
Paris

2.  Les Atlantes 
Tours (Indre-et-Loire)

3.  Val Thoiry
Greater Geneva (Ain)

4.  Chasse Sud
Chasse-sur-Rhône (lsère)

5.  MODO
Moisselles (Val d’Oise)

6.  Rue de Rivoli
Paris

7.  Les Portes de Taverny
Taverny (Val d’Oise)

8.  Grand A 
Amiens (Somme)

9.  Centr’Azur
Hyères (Var)

10.  Shopping Etrembières
Greater Geneva 
(Haute-Savoie)

11.  Les Allées de Cormeilles 
Cormeilles (Val d’Oise)

12.  Les Trois Dauphins 
Grenoble (lsère)

13.  Les Grands Hommes
Bordeaux (Gironde)

Top 5 retail tenantsLocations

8

5
1

7

6

2

3

4

9

11

10

12

13
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Economy
Within the space of a few months, 
Emmanuel Macron managed to convince 
electors from the centre left to the centre 
right to give him a large majority at both 
the presidential election and at the 
parliamentary election that followed.

Equipped with this strong mandate and the 
confi dence of electors, the President now 
faces the challenges of reforming the labour 
market, reducing the defi cit and introducing 
durable tax reform.

These measures, if they are implemented, 
could amplify GDP growth and, as a 
consequence, reduce unemployment 
which has already started to decline.

Rental growth
Like-for-like rental growth over 12 months 
increased 2.3%, mainly driven by renewals 
and relettings. During the year, 64 leases 
were renewed or relet, which generated 
an average rental uplift of 10%.

The main drivers for this growth were our 
three largest assets Passage du Havre, 
Val Thoiry and Les Atlantes but we also 
completed some good deals in our smaller 
centres at Hyères and Etrembières.

We reduced vacancies from 12 units at 
the end of June 2016, to seven units at the 
end of June 2017.

Retail sales
Retail sales were down 2.1% over 
12 months to June 2017.

This decline was largely seen in Paris as 
some shoppers were deterred by concerns 
over terrorism. We have also been directly 
impacted by more direct competition at 
Tours and Hyères. The latest monthly 
analysis, however, shows improvements 
at these centres.

The best performance came from the 
Rhône Alpes region where Chasse Sud 
has had a phenomenal year increasing 
retail sales by 12%, while Val Thoiry is up 
6%, aided by the arrival of Decathlon. 

Health & beauty, food & restaurant sectors 
are performing well, whereas the fashion 
sector is still struggling, due to increasing 
competition from few large international 
brands, and, to a lesser extent, from 
internet sales.

Retailers continue to seek to expand into 
good established shopping centres but 
will not hesitate to close stores where 
the occupancy cost ratio is too high. 
We work hard to maintain a balance 
between long-term leasing relationships 
and a strong Eurocommercial margin.

Property market
While investment volumes in retail property 
are down this year the drop appears to be 
caused by a lack of product, rather than 
diminished investor demand.

A wide range of investors, including 
sovereign funds and insurance companies, 
are playing an active part in this market, 
but we have continued to see particularly 
strong demand from the Sociétés Civiles 
de Placements Immobiliers (SCPI), 
open-ended property funds available 
to French retail investors, whose capacity 
of investment has grown signifi cantly 
since 2013. 

Local capital from France has been at 
the origin of circa 70% of turnover in the 
commercial property market in France, 
and continues to underpin values.

Valuations
Although valuations showed an increase 
of 2.8% for 12 months and 1.3% for the six 
months, yields now look to be stabilising 
following the heavy valuation gains of 
recent years. Our Parisian properties are 
now valued at a yield of 3.6%, suburban 
and provincial centres at 4.8 % and our 
two retail parks at 5%.

Our French portfolio is valued at an average 
yield of 4.3%.

Acquisitions and disposals 
In December 2016, we increased our 
ownership of Centr’Azur at Hyères to 100% 
by acquiring the 15,500m² hypermarket 
along with some external units, at a 
gross price of €40 million. The vendor, 
group Casino, continues to operate the 
hypermarket with the brand Géant, under 
a long-term lease. We are already seeing 
the benefi ts of consolidating our ownership 
in this excellent site.

We have signed a contract to sell 74 rue de 
Rivoli, Paris, to a major institutional investor 
for a net price of €79.6 million and with a 
net yield of 3%.

Extensions and refurbishments
The 5,000m2 extension of Grand A 
(Amiens) is nearing completion and is 
expected to be open in October 2017. 
New brands such as H&M, New Yorker and 
Pandora will reinforce our merchandising 
plan. The total cost of this extension, 
including a refurbishment of the existing 
centre, is €20 million, and the overall yield 
on cost is expected to be around 6%.

We have submitted a planning application 
to the municipality of Thoiry and have 
achieved the CDAC zoning consent for 
an extension of 25,000m2 at Val Thoiry, 
with pre-leasing underway.

Planning applications are also being 
prepared to extend Les Atlantes by 
circa 15,000m² and Etrembières by 
circa 5,000m2.

The renovation of the MODO gallery is 
expected to be completed in time for 
Christmas trading and our partners at 
Leclerc will be investing to upgrade their 
hypermarket next year to ensure that 
the centre maintains its position in the 
competitive market of the Val d’Oise. 
Signifi cant changes in the merchandising 
of the centre have also been enjoyed. 

The municipality of Bordeaux has approved 
our project of renovation of Les Grands 
Hommes, including the possibility for each 
shop to trade on the street around the 
perimeter of the building. We have submitted 
a planning application and we expect to start 
the works at the beginning of 2018.

Outlook
Our challenges over the coming year are 
to increase the dwell times and to attract 
new customers via accurate marketing, 
attractive restaurants and new services 
(e.g. children’s areas, etc.)

We will also focus on pursuing planning 
applications for extensions, and continuing 
to improve our merchandising mix and 
to accommodate or extend large 
international brands.

Year in review: 
Eurocommercial France
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Independent valuations by property

(€ million)
Net value

June 2017
Net value

June 2016 Net yield 
Cost to date
30.06.2017

Year of
acquisition

Passage du Havre, Paris3 410.30 405.40 3.7% 190.37 2000
Les Atlantes, Tours2 152.80 146.70 4.6% 65.41 1992
Val Thoiry, Greater Geneva2 147.80 135.80 4.6% 136.23 2013
Centr’Azur, Hyères3 93.10 55.40 4.8% 62.06 1993
Chasse Sud, Chasse-sur-Rhône2 89.10 86.50 4.9% 73.20 2007
MODO, Moisselles3 79.40 81.90 5.1% 64.60 2009
74 rue de Rivoli, Paris3 79.10 70.80 3.0% 20.79 1998
Les Portes de Taverny, Taverny2 71.80 65.40 4.5% 26.00 1995
Grand A, Amiens2 69.00 60.40 5.1% 31.89 1995
Shopping Etrembières, 
Greater Geneva1 53.00 49.40 4.7% 52.05 2015
Les Allées de Cormeilles, 
Cormeilles2 48.30 46.10 5.0% 44.73 2007
Les Trois Dauphins, Grenoble2 38.60 40.10 5.4% 26.91 2003
Les Grands Hommes, Bordeaux2 19.80 18.20 3.5% 18.27 2012
Total 1,352.10 1,262.10 4.3% 812.49
Valuations by: 1Cushman & Wakefi eld, 2JLL, 3Knight Frank

Val Thoiry 
Greater Geneva

25,000m2 
Extension planned

Les Atlantes Tours

15,000m2

Extension planned

Shopping 
Etrembières
Greater Geneva 

5,000m2

Extension and 
refurbishment planned

Centr’Azur, Hyères
Consolidated ownership of Centr’Azur
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Passage du Havre
Paris
Value (€m)

410.30

Les Atlantes
Tours (Indre-et-Loire)
Value (€m)

152.80

Val Thoiry
Greater Geneva (Ain)
Value (€m)

147.80

Property Property summary

Year in review: Eurocommercial France

France portfolio

Passing rent (€m)

16.22
Boutiques
<300m2 turnover/m2 (€)

15,085
Occupancy 
cost ratio

7.8%
Rental growth

2.5%
Turnover growth

-7.8%
Occupancy

100%
Visitors 2016/17 11.7m
Total lettable area 23,588m2

ECP ownership 23,588m2

Passing rent (€m)

7.23
Boutiques
<300m2 turnover/m2 (€)

7,886
Occupancy 
cost ratio

9.9%
Rental growth

2.6%
Turnover growth

-3.7%
Occupancy

100%
Visitors 2016/17 5.5m
Total lettable area 39,576m2

ECP ownership 22,976m2

Passing rent (€m)

6.95
Boutiques
<300m2 turnover/m2 (€)

6,827
Occupancy 
cost ratio

7.5%
Rental growth

5.8%
Turnover growth

6.2%
Occupancy

100%
Visitors 2016/17 3.8m
Total lettable area 33,671m2

ECP ownership 23,671m2

Centr’Azur
Hyères (Var)
Value (€m)

93.10

Passing rent (€m)

4.86
Boutiques
<300m2 turnover/m2 (€)

7,645
Occupancy 
cost ratio

10.0%
Rental growth

1.5%
Turnover growth

-5.3%
Occupancy

99%
Visitors 2016/17 3.2m
Total lettable area 24,640m2

ECP ownership 24,640m2
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Property Property summary

Chasse Sud
Chasse-sur-Rhône (Isère)
Value (€m)

89.10

Passing rent (€m)

4.39
Boutiques
<300m2 turnover/m2 (€)

2,022
Occupancy 
cost ratio

4.8%
Rental growth

2.4%
Turnover growth

11.6%
Occupancy

100%
Visitors 2016/17 3.5m
Total lettable area 52,072m2

ECP ownership 52,072m2

MoDo
Moisselles (Val d’Oise)
Value (€m)

79.40

Passing rent (€m)

4.66
Boutiques
<300m2 turnover/m2 (€)

5,868
Occupancy 
cost ratio

12.3%
Rental growth

3.3%
Turnover growth

-1.8%
Occupancy

100%
Visitors 2016/17 4.6m
Total lettable area 26,252m2

ECP ownership 11,252m2

Rue de Rivoli
Paris
Value (€m)

79.10

Passing rent (€m)

2.61
Occupancy 
cost ratio

23.3%
Occupancy

100%
Total lettable area 3,013m2

ECP ownership 3,013m2

Les Portes de 
Taverny
Taverny (Val d’Oise)
Value (€m)

71.80

Passing rent (€m)

3.48
Boutiques
<300m2 turnover/m2 (€)

9,151
Occupancy 
cost ratio

10.5%
Rental growth

0.0%
Turnover growth

-3.2%
Occupancy

99%
Visitors 2016/17 3.2m
Total lettable area 30,543m2

ECP ownership 5,671m2

SALE

C O NTRACT
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Shopping 
Etrembières
Greater Geneva 
(Haute-Savoie)
Value (€m)*

53.00
*  Represents ECP 50% interest 

in the owning entity.

Les Allées de 
Cormeilles
Cormeilles (Val d’Oise)
Value (€m)

48.30

Year in review: Eurocommercial France

France portfolio

Passing rent (€m)

2.43
Boutiques 300m2 and under 
turnover/m2 (€)

8,521
Occupancy 
cost ratio

11.4%
Rental growth

2.7%
Turnover growth

-4.6%
Occupancy

99%
Visitors 2016/17 2.2m
Total lettable area 18,651m2

Gallery area 8,901m2

Passing rent (€m)

2.61
Occupancy 
cost ratio

7.7%
Rental growth

0.4%
Turnover growth

0.5%
Occupancy

100%
Visitors 2016/17 2.9m
Total lettable area 21,751m2

ECP ownership 21,751m2

Property Property summary

Grand A
Amiens (Somme)
Value (€m)

69.00

Passing rent (€m)

3.34
Boutiques 300m2 and under 
turnover/m2 (€)

6,903
Occupancy 
cost ratio

9.9%
Rental growth

-1.9%
Occupancy

96%
Visitors 2016/17 3.4m
Total lettable area 23,006m2

ECP ownership 11,164m2
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Les Trois Dauphins
Grenoble (lsère)
Value (€m)

38.60

Passing rent (€m)

2.54
Rental growth

0.3%
Occupancy

100%
Total lettable area 16,826m2

ECP ownership 16,826m2

Les Grands Hommes
Bordeaux (Gironde)
Value (€m)

19.80

Passing rent (€m)

0.85
Boutiques 300m2 and under 
turnover/m2 (€)

7,200
Visitors 2016/17 2.6m
Total lettable area 4,660m2

ECP ownership 2,665m2

Property Property summary
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Year in review: 
Eurocommercial Italy

Carlo Romagnoli
Property Director, Eurocommercial Italy

Italy

Left to right:
Sergio Olgiati – Administrative Director
Fabrizio Da Rin – Senior Asset Manager
Fabrizio Aquilina – Senior Asset Manager
Carlo Romagnoli – Property Director
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1.  I Gigli 
Firenze (Toscana)

2.  Carosello
Carugate, Milano 
(Lombardia)

3.  Fiordaliso
Rozzano, Milano 
(Lombardia)

4.  Collestrada
Perugia (Umbria)

5.  II Castello
Ferrara (Emilia Romagna)

6.  Curno
Bergamo (Lombardia) 

7.  Cremona Po
Cremona (Lombardia)

8.  Centro Leonardo
Imola (Emilia Romagna)

9.  I Portali
Modena (Emilia Romagna) 

10.  La Favorita
Mantova (Lombardia)

11.  Centro Lame 
Bologna (Emilia Romagna)

12.   Centroluna
Sarzana (Liguria)

Property value

€1,645m
Gross lettable area

328,000m2

Occupancy cost ratio

8.3%

Valuation change

+6.7%
Net rental income

€91.0m

Like-for-like rental growth

+5.6%

Relettings and renewals

+28%

Number of properties

12
Number of shops

902

Number of visitors

76m
Like-for-like retail sales growth

-1.2%

Locations Top 5 retail tenants

2 6
3 7 5

1

12
11 8

9

10

4
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Year in review: 
Eurocommercial Italy

Economy
Preliminary estimates of the 2017 Italian 
GDP, show a 0.5% increase on the 
previous quarter and a 1.5% increase on 
the previous year. The main contributions 
came from a strong increase in domestic 
demand and consumer spending, 
showing the highest jump in almost 
fi ve years. These recent fi gures put the 
government on track to reach its 1.1% 
GDP growth target in 2017. 

Good retail sales data suggests that 
household spending continues to fi rm 
up, despite slow wage growth and 
high unemployment. However, the 
unemployment rate dropped to 11.1%, 
its lowest level since 2012. 

With elections expected for mid-2018, 
Italy’s new Prime Minister, Paolo Gentiloni, 
is busy reforming the electoral and 
banking systems. Before summer 2017, 
the government injected €5.2 billion 
into two mid-sized banks, which were 
afterwards acquired by Banca Intesa 
Sanpaolo, and became the largest 
shareholder in Monte dei Paschi di Siena, 
injecting €5.4 billion, with the blessing of 
the European Commission. European 
Central Bank’s monetary policy, with its 
focus on quantitative easing, has been 
benefi cial to Italy’s recovery facilitating 
cheap borrowing and much-needed 
investments. 

Rental growth 
Like-for-like rental growth for the 
12 months to June 2017 was 5.6%. 
Headline infl ation averaged 0.4% in 2016 
and is expected to reach 0.5% in 2017. 
The main driver of rental growth was 
the 156 renewals and relettings which 
generated a signifi cant average rental 
uplift of around 28%. The best overall 
rental growth results came from I Gigli, 
Il Castello, Collestrada and Centroluna.

Retail sales
Retail sales turnover decreased slightly, 
averaging -1.2% for the 12 months to 
June 2017, partly due to the refurbishment 
and extension works performed in 
some of our shopping centres (I Gigli 
and Il Castello) and partly to increased 
competition (Fiordaliso and La Favorita). 
The best performers were Retail Park 

I Gigli, Carosello and Centroluna, refl ecting 
strength across the portfolio regardless 
of the size of the shopping centre. 
The occupancy cost ratio was kept 
at a healthy and sustainable 8.3%.

Property market
In the fi rst half of 2017, around 20 relevant 
retail real estate transactions were fi nalised 
in Italy, for a total investment of €1.2 billion, 
an increase of 24% over the same period 
last year. Shopping centre transactions 
amounted to €515m, with Le Befane in 
Rimini representing almost half of this 
volume. The remaining transactions were 
a combination of core plus and value add 
single and portfolio deals.

The increased interest of national and 
international investors for the Italian real 
estate assets led to a further prime net 
yields compression in Q2 2017. High-
street yields reduced from 3.5% to 3.4%, 
shopping centres from 5.3% to 5.0% and 
retail parks from 6.3% to 6.2%. However, 
some liquidity concerns and a decline, 
on average, in footfall and revenues were 
noticed for ‘secondary’ shopping centres, 
which recorded a yield decompression 
from 6.7% to 6.8%.

Valuations 
Valuations showed an increase of 6.7% at 
the end of June 2017, compared with June 
2016, and an increase of 5.3% compared 
with December 2016, taking the total 
value of the Italian investment portfolio well 
above €1.6 billion. This increase in values 
is mirrored by a decrease in the average 
net initial yields which is now 5.3% (down 
from 5.7% last year). 

Acquisitions and refurbishments
We are busy with our extensive 
programme of refurbishments and 
extensions in our Italian assets. 

The major refurbishment works at 
the I Gigli shopping centre have now 
been completed. The space freed by 
the hypermarket reduction has been 
converted into a new mall and large 
premises for Primark, Zara and other 
stores, including Piazza Italia and Sephora. 
On the upper fl oor we have replaced 
the former self-service restaurant with 
ai Banchi del Mercato Centrale, a dynamic 
new marketplace for local food operators.

New sales licences for almost 10,000m² 
will be put to use in Fiordaliso, redefi ning 
parts of the layout and rearranging some 
units, creating the space to add new 
important international brands. 

The local municipality voted in favour of the 
extension of our Curno shopping centre. 
We will take this opportunity to introduce a 
new 3,500m² foodcourt and also to further 
improve access and parking facilities.

In Perugia, Eurocommercial has acquired 
some portions of land, and is in the 
process of acquiring more land next to 
the existing shopping centre, which will be 
used for the 19,500m² gallery extension, 
currently planned for 2021 and for which 
we are seeking municipal consent. The 
extension will host several national and 
international retailers. The existing 
gallery has already undergone a light 
refurbishment with a renewed food court 
area, new toilets, and a freshening up of 
parts of the parking areas.

In June 2017, Eurocommercial secured 
an option to buy a 50,000m² site in 
Modena near I Portali, which will be 
instrumental in reaching an agreement 
with the local municipality to extend 
the shopping centre.

In Cremona, discussions are ongoing for 
the possible acquisition of a portion of the 
hypermarket, and an adjoining piece of 
land, to further improve the retail off er of 
the centre. 

Outlook
The forecasted increase in GDP and the 
fact that the purchasing power of Italian 
families rose by more than 1.5%, and 
private consumption by 1.3% in 2016, 
lead us to be moderately positive on the 
immediate future of the Italian economy. 
The recent yield compression showed 
an increased interest of international 
investors towards the Italian market; 
this could possibly lead to a further yield 
compression as Italian yields are still 
well above other European markets.

We are continuing with our refurbishment 
and extension programme to further 
upgrade and extend our existing 
shopping centres.
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Independent valuations by property

(€ million)
Net value

June 2017
Net value

June 2016 Net yield
Cost to date
30.06.2017

Year of
acquisition

I Gigli, Firenze 
(includes retail park and cinema)3 439.00 383.50 5.0% 322.39 1999
Carosello, Carugate, Milano2 353.80 320.80 5.0% 207.28 1997
Fiordaliso, Rozzano, Milano 
(includes retail park)2 153.20 144.40 5.4% 142.17 2015
Collestrada, Perugia3 130.10 110.40 5.3% 125.98 2015
Il Castello, Ferrara2 128.00 113.90 5.6% 85.07 2001
Curno, Bergamo1 112.80 112.20 5.7% 36.55 1994
Cremona Po, Cremona1 89.70 83.90 6.3% 90.37 2011
Centro Leonardo, Imola1 72.50 70.50 5.9% 65.64 1998
I Portali, Modena1 50.20 48.50 5.8% 47.28 2009
La Favorita, Mantova 
(includes retail park)3 48.60 46.60 6.1% 34.37 1997

Centro Lame, Bologna1 40.80 39.80 6.1% 29.97 2003
Centroluna, Sarzana3 26.10 25.80 6.4% 14.93 1998
Total  1,644.80  1,500.30 5.3%  1,201.99 
Valuations by: 1CBRE, 2JLL, 3C&W

Collestrada Perugia

19,500m2

Extension and 
refurbishment planned

Curno Bergamo

3,500m2

New restaurants 
planned

I Portali Modena

13,000m2

Extension and 
refurbishment planned

Carosello Carugate (Milano)
23,000m2 extension 



38 Eurocommercial Properties N.V.
Report of the Board of Management 2016/17

Year in review: 
Eurocommercial Italy

I Gigli
Firenze (Toscana)
Value (€m)

439.00

Carosello
Carugate, Milano 
(Lombardia)
Value (€m)

353.80

Fiordaliso
Rozzano, Milano 
(Lombardia)
Value (€m)*

153.20
*  Represents ECP 50% interest 

in the owning entity.

Passing rent (€m)

24.93
Boutiques 300m2 and under 
turnover/m2 (€)

10,601
Occupancy 
cost ratio

7.4%
Rental growth

15.8%
Turnover growth

-2.2%
Occupancy

100%
Visitors 2016/17 19.1m
Total lettable area 85,406m2

ECP ownership 85,406m2

Passing rent (€m)

18.51
Boutiques 300m2 and under 
turnover/m2 (€)

9,448
Occupancy 
cost ratio

6.5%
Rental growth

3.8%
Turnover growth

3.5%
Occupancy

100%
Visitors 2016/17 8.9m
Total lettable area 52,778m2

ECP ownership 52,778m2

Passing rent (€m)

8.6
Boutiques 300m2 and under 
turnover/m2 (€)

7,443
Occupancy 
cost ratio

10.8%
Rental growth

2.3%
Turnover growth

-6.9%
Occupancy

99%
Visitors 2016/17 8.1m
Total lettable area 64,609m2

Gallery and retail park* 45,714m2

Property Property summary
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Il Castello
Ferrara (Emilia Romagna)
Value (€m)

128.00

Passing rent (€m)

7.67
Boutiques 300m2 and under 
turnover/m2 (€)

6,862
Occupancy 
cost ratio

10.1%
Rental growth

7.0%
Turnover growth

-5.1%
Occupancy

98%
Visitors 2016/17 5.0m
Total lettable area 38,503m2

ECP ownership 20,666m2

Curno
Bergamo (Lombardia)
Value (€m)

112.80

Passing rent (€m)

7.33
Boutiques 300m2 and under 
turnover/m2 (€)

7,990
Occupancy 
cost ratio

8.9%
Rental growth

1.1%
Turnover growth

-1.8%
Occupancy

100%
Visitors 2016/17 7.0m
Total lettable area 36,291m2

ECP ownership 18,096m2

Collestrada
Perugia (Umbria)
Value (€m)

130.10

Passing rent (€m)

7.57
Boutiques 300m2 and under 
turnover/m2 (€)

10,176
Occupancy 
cost ratio

6.1%
Rental growth

4.6%
Turnover growth

1.1%
Occupancy

100%
Visitors 2016/17 4.6m
Total lettable area 31,120m2

ECP ownership 31,120m2

Property Property summary
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Year in review: 
Eurocommercial Italy

I Portali
Modena (Emilia Romagna)
Value (€m)

50.20

Passing rent (€m)

3.08
Boutiques 300m2 and under 
turnover/m2 (€)

6,516
Occupancy 
cost ratio

10.2%
Rental growth

1.5%
Turnover growth

-2%
Occupancy

100%
Visitors 2016/17 3.9m
Total lettable area 24,929m2

ECP ownership 7,940m2

Cremona Po
Cremona (Lombardia)
Value (€m)

89.70

Centro Leonardo
Imola (Emilia Romagna)
Value (€m)

72.50

Passing rent (€m)

6.46
Boutiques 300m2 and under 
turnover/m2 (€)

5,897
Occupancy 
cost ratio

10.2%
Rental growth

0.9%
Turnover growth

-0.6%
Occupancy

100%
Visitors 2016/17 4.8m
Total lettable area 43,183m2

ECP ownership 28,683m2

Passing rent (€m)

4.97
Boutiques 300m2 and under 
turnover/m2 (€)

6,622
Occupancy 
cost ratio

10.8%
Rental growth

0.7%
Turnover growth

-1.2%
Occupancy

100%
Visitors 2016/17 4.9m
Total lettable area 32,873m2

ECP ownership 15,099m2

Property Property summary
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La Favorita
Mantova (Lombardia)
Value (€m)

48.60

Centro Lame
Bologna (Emilia Romagna)
Value (€m)

40.80

Passing rent (€m)

3.31
Boutiques 300m2 and under 
turnover/m2 (€)

4,806
Occupancy 
cost ratio

7.8%
Rental growth

-4.4%
Turnover growth

-5.1%
Occupancy

100%
Visitors 2016/17 2.9m
Total lettable area 29,813m2

ECP ownership 13,613m2

Passing rent (€m)

2.71
Boutiques 300m2 and under 
turnover/m2 (€)

4,836
Occupancy 
cost ratio

13.6%
Rental growth

1.8%
Turnover growth

0.4%
Occupancy

100%
Visitors 2016/17 3.7m
Total lettable area 16,612m2

ECP ownership 5,576m2

Centroluna
Sarzana (Liguria)
Value (€m)

26.10

Passing rent (€m)

1.8
Boutiques 300m2 and under 
turnover/m2 (€)

5,820
Occupancy 
cost ratio

11.1%
Rental growth

7.3%
Turnover growth

5.4%
Occupancy

100%
Visitors 2016/17 2.8m
Total lettable area 15,156m2

ECP ownership 3,576m2

Property Property summary
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Left to right:
Tom Ǻgren – Controller
Kati Stork – Leasing Director
Martin Bjöörn – Property Director
Jonas Gustavsson – Director, Asset Management
Patrik Sörnell – Director, Asset Management

Martin Bjöörn
Property Director, Eurocommercial Sweden

Sweden

Year in review: 
Eurocommercial Sweden
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1.  Bergvik
Karlstad (Värmland) 

2.  Ingelsta Shopping
Norrköping (Östergötland)

3.  Grand Samarkand 
Växjö (Småland) 

4.  Eurostop
Halmstad (Halland)

5.  421
Göteborg (Västergötland)

6.  Elins Esplanad
Skövde (Västergötland)

7.  C4
Kristianstad (Skåne)

8.   Moraberg
Södertälje (Södermanland)

9.  Mellby Center 
Laholm (Halland)

1

3

6

5

9
7

8

4

2

Property value

€838m
Gross lettable area

267,000m2

Occupancy cost ratio

8.0%

Valuation change

+5.5%
Net rental income

€31.9m

Like-for-like rental growth

+3.2%

Relettings and renewals

+12%

Number of properties

9
Number of shops

346

Number of visitors

25m
Like-for-like retail sales growth

2.3%

Locations Top 5 retail tenants
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Economy
GDP growth in Sweden is forecast to 
be around 2.5% in 2017, lower than in 
previous years mainly due to a decrease 
in net exports. The main driver behind 
GDP growth is an increase in household 
consumption encouraged by low interest 
rates. Rising residential prices and high 
household debt are constant topics of 
interest. Infl ation is picking up with CPI 
approaching 2%, while unemployment is 
slowly reducing down to its current level 
of around 6.6%.

Rental growth
Rental growth increased by 3.2% over the 
year, up from 2.7% last year. 2017 saw 
a return of some limited rental indexation, 
but the major contribution to this growth 
came from the 51 relettings and renewals 
which produced an average uplift of 
12% on those transactions (up from 7% 
last year). The outstanding centres were 
Skövde, Norrköping and Växjö where 
a combined 37 leasing deals produced 
uplifts of 18%, 14% and 12% respectively. 

Retail sales
Like-for-like sales growth in the galleries 
increased by 2.3% over the 12 months, 
with all the shopping centres showing 
positive fi gures and the fashion sector up 
everywhere. The important sports sector 
was slightly negative as a result of a mild 
winter, but also perhaps an indication that 
this sector has become very competitive 
with the Norwegian retailer XXL increasing 
its penetration and market share. 

The hypermarkets had another solid year 
increasing sales by 1.8%. The positive 
retail climate among both retailers and 
consumers has resulted in strong tenant 
demand for retail space in our shopping 
centres with only 0.4% vacancy and no 
rental arrears in the portfolio.

Property market
A lively investment market has a healthy 
balance between local and international 
investors keeping yields under downward 
pressure. While not quite reaching the 
record levels achieved in 2016, transaction 
volumes have remained high during the 
fi rst half of 2017. The most comparable 
transaction to our portfolio was the 
€135 million acquisition by Olav Thon of 
Torp, a 32,000m² shopping centre located 
on the outskirts of Uddevalla, which was 
interpreted by the market at a net initial 

yield of 4.7%. Alecta’s purchase of Värndö 
Centrum was another relevant reference 
point at a similar yield. 

Valuations
Strong property fundamentals have 
supported the valuation of the Swedish 
assets which increased by 5.5% over the 
year and by 3.1% since December 2016. 
The average net initial yield on the portfolio 
currently stands at 4.8%, a decrease of 
20 bps over the 12 months. The yield 
range is relatively narrow at between 4.4% 
and 5.5%, refl ecting the homogeneous 
characteristics of the portfolio: dominant, 
external shopping centres in their 
catchment, always anchored on a strong 
hypermarket providing regular footfall.

Extensions and refurbishments
The 16,000m² extension at Halmstad is 
now almost complete and will offi  cially 
open at the end of October 2017, although 
the new southern entrance and 12 shops 
including the 4,300m² Coop are already 
open and trading. Upon opening the 
extension will be fully let and new tenants 
include New Yorker, Stadium, Nilson 
Group (Feet First), Jack and Jones, Vero 
Moda, Gina Tricot, Cubus, Volt, BikBok, 
Carlings, MQ and Cassels. The existing 
13,600m² gallery is also currently being 
fully refurbished where tenants already 
include H&M, KappAhl, Lindex, Willys 
and Systembolaget. A new 15 year 
lease has been signed by a hotel group 
which, together with the external XXL unit 
(3,830m²), will form the last part of the 
extension to be completed by summer 
2018, by when the centre will have around 
90 tenants. The overall investment return 
of 7% on the €75 million project should 
be achieved.

The most advanced of our next round 
of extensions is at Skövde, where we 
expect to receive a new zoning plan early 
in 2018 for an extension of up to 5,000m2. 
We are planning an initial extension of 
2,700m², providing 20 new units – for 
which there is strong tenant demand 
from missing fashion retailers, and a 
particular need for more restaurants 
and coff ee shops.

Acquisitions and disposals
We completed the off -market acquisition 
of a 31,600m² shopping centre 
development and adjoining 9,000m² 
hypermarket box located just outside 

Kristianstad, in the southern region of 
Skåne. Although the city of around 80,000 
people has a well-supplied city centre, 
Kristianstad is one of the last provincial 
Swedish cities without an external 
shopping centre, and this centre, known 
as C4 Shopping, will serve a regional 
catchment of around 300,000 people. 

The shopping centre is already around 
75% pre-let a year ahead of its scheduled 
opening in autumn 2018. Tenants include 
H&M, Lindex, KappAhl, Gina Tricot and 
the Varner Group and Bestseller brands. 
The hypermarket has also been let to 
the regionally strong City Gross (part 
of the Bergendahl Group) and opens in 
September 2017. The purchase has been 
structured as a forward fi nancing in stage 
payments, with the fi nal purchase price 
calculated on the actual net operating 
income achieved based on a yield of 6%. 
There is an additional commitment to 
acquire an adjoining 20,500m² retail park 
on a yield of 6.5%, subject to very specifi c 
and demanding pre-leasing conditions.

At the end of June 2017, we agreed the 
sale of Mellby Center, Laholm, based on 
a property price of SEK 185 million, its 
latest valuation, yielding approximately 
5.5%. Mellby Center was acquired in 
2003 as part of a portfolio of ICA’s three 
shopping centres alongside our centres 
at Växjö and Norrköping. We refurbished 
the centre in 2012 and decided to sell it 
on account of its relatively small lot size 
and its proximity to our major project at 
Halmstad. The sale will be completed at 
the end of September 2017.

Outlook
With infl ation of around 2% and HUI 
Research forecasting retail sales growth 
of 2.5% both this year and next, there 
are good prospects for rental growth. 
Occupancy cost ratios of only 8% provide 
suffi  cient room to increase rental levels, 
particularly with such strong demand from 
tenants for retail space in our centres. 
While there is no evidence of a reduction 
in demand for retail investments, we think 
it is possible that the proposed changes 
in the taxation regime could aff ect future 
liquidity and, therefore, yields are unlikely 
to decline further.

Year in review: 
Eurocommercial Sweden
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Independent valuations by property

(SEK million)*
Net value

June 2017
Net value

June 2016

Net yield 
including 

purchase costs Cost to date
Year of

acquisition

Bergvik, Karlstad² 1,505.00 1,426.00 4.8% 1,015.43 2005
Ingelsta Shopping, Norrköping¹ 1,204.00 1,147.00 5.0% 893.17 2003
Grand Samarkand, Växjö² 1,168.00 1,104.00 4.4% 739.56 2003
Eurostop, Halmstad¹ 1,086.00 762.00 5.3% 944.97 2012
421, Göteborg² 865.00 785.00 4.7% 838.13 2007
Elins Esplanad, Skövde² 837.00 800.00 4.8% 552.62 2003
C4, Kristianstad¹ 769.00 – n/a 743.13 2016
Moraberg, Södertälje¹ 463.00 458.00 5.5% 366.21 2006
Mellby Center, Laholm² 184.00 184.00 5.5% 143.76 2003
Total 8,081.00 6,666.00 4.8% 6,236.98
Valuations by: ¹JLL, ²C&W
* €1 = 9.6398 SEK (as at 30 June 2017)

Ingelsta Shopping 
Norrköping
8,000m2

Extension planned

Elins Esplanad
Skövde
5,000m2

Refurbishment and 
extension planned

Grand Samarkand
Växjö 
10,000m2

Extension planned

Eurostop Halmstad
16,000m2 extension and refurbishment
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Year in review: 
Eurocommercial Sweden

Grand Samarkand
Växjö (Småland)
Value (€m)

121.20

Passing rent (€m)

5.73
Boutiques 300m2 and under 
turnover/m2 (€)

6,754
Occupancy 
cost ratio

8.1%
Rental growth

2.2%
Turnover growth

5.4%
Occupancy

100%
Visitors 2016/17 3.5m
Total lettable area 34,887m2

ECP ownership 24,255m2

Eurostop
Halmstad (Halland)
Value (€m)

112.69

Bergvik
Karlstad (Värmland)
Value (€m)

156.12

Ingelsta Shopping
Norrköping (Östergötland)
Value (€m)

124.93

Passing rent (€m)

7.76
Boutiques 300m2 and under 
turnover/m2 (€)

6,129
Occupancy 
cost ratio

9.1%
Rental growth

2.3%
Turnover growth

3.5%
Occupancy

99%
Visitors 2016/17 5m
Total lettable area 47,102m2

ECP ownership 32,790m2

Passing rent (€m)

5.47
Boutiques 300m2 and under 
turnover/m2 (€)

5,450
Occupancy 
cost ratio

8.5%
Rental growth

5.3%
Turnover growth

2.3%
Occupancy

100%
Visitors 2016/17 3.6m
Total lettable area 36,483m2

ECP ownership 36,483m2

Visitors 2016/17 2.5m
Total lettable area 43,013m2

ECP ownership 43,013m2

Project nearing completion.

Property Property summary
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Elins Esplanad
Skövde (Västergötland)
Value (€m)

86.83

421
Göteborg (Västergötland)
Value (€m)

89.76

Moraberg
Södertälje (Södermanland)
Value (€m)

48.03

Mellby Center
Laholm (Halland)
Value (€m)

19.09

Passing rent (€m)

2.7
Occupancy 
cost ratio

5.9%
Rental growth

1.2%
Turnover growth

-1.9%
Occupancy

100%
Visitors 2016/17 1.7m
Total lettable area 18,791m2

ECP ownership 18,791m2

Passing rent (€m)

4.42
Boutiques 300m2 and under 
turnover/m2 (€)

9,008
Occupancy 
cost ratio

7.9%
Rental growth

5.1%
Turnover growth

1.9%
Occupancy

100%
Visitors 2016/17 3.7m
Total lettable area 26,383m2

ECP ownership 26,383m2

Passing rent (€m)

1.37
Boutiques 300m2 and under 
turnover/m2 (€)

3,182
Occupancy

100%
Visitors 2016/17 1.0m
Total lettable area 11,549m2

ECP ownership 11,549m2

Passing rent (€m)

4.81
Boutiques 300m2 and under 
turnover/m2 (€)

N/A
Occupancy 
cost ratio

8.7%
Rental growth

5.9%
Turnover growth

-0.6%
Occupancy

100%
Visitors 2016/17 4.0m
Total lettable area 33,131m2

ECP ownership 33,131m2

C4
Kristianstad (Skåne)
Value (€m)

79.98

Total lettable area 40,600m2

ECP ownership 40,600m2

The hypermarket opens in September 2017.

The shopping centre will open in autumn 2018.

Property Property summary

SALE

C O NTRACT
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Statement of consolidated direct, indirect and 
total investment result*

Statement of adjusted net equity*
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Consolidated statement of changes in shareholders’ equity
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 KPMG Accountants N.V., registered with the trade register in the Netherlands under number 33263683, is a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (‘KPMG International’), a Swiss entity. 
 

IIndependent auuditor’’ss report  
To: the General Meeting and the Supervisory Board of Eurocommercial Properties N.V.

 

Report on the accompanying financial statements 2016/2017 

Our opinion 

In our opinion:  

the accompanying consolidated financial statements give a true and fair view of the financial 
position of Eurocommercial Properties N.V. as at 30 June 2017, and of its result and its cash 
flows for the year ended 30 June 2017 in accordance with International Financial Reporting 
Standards as adopted by the European Union (EU-IFRS) and with Part 9 of Book 2 of the 
Netherlands Civil Code; 

the accompanying company financial statements give a true and fair view of the financial position 
of Eurocommercial Properties N.V. as at 30 June 2017, and of its result for the year ended 30 
June 2017 in accordance with Part 9 of Book 2 of the Netherlands Civil Code.  

What we have audited 

We have audited the financial statements 2016/2017 of Eurocommercial Properties N.V., based in 
Amsterdam. The financial statements include the consolidated financial statements and the company 
financial statements. 

The consolidated financial statements comprise:  

1 the consolidated statement of financial position as at 30 June 2017;  
2 the following consolidated statements for the year ended 30 June 2017: the statement of profit or 

loss, the statements of other comprehensive income, changes in shareholders’ equity and cash 
flows; and   

3 the notes comprising a summary of the principal accounting policies and other explanatory 
information.  

The company financial statements comprise:  

1 the company balance sheet as at 30 June 2017; 
2 the company profit and loss account for the year ended 30 June 2017; and  
3 the notes comprising a summary of the principal accounting policies and other explanatory 

information. 

Basis for our opinion 

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. 
Our responsibilities under those standards are further described in the ‘Our responsibilities for the 
audit of the financial statements’ section of our report. 

We are independent of Eurocommercial Properties N.V. in accordance with the EU-regulation 
regarding specific requirements for audits of financial statements of public-interest entities, the Dutch 
law regarding supervision of audit firms (Wet toezicht accountants, Wta) and the Code of Ethics for 
Professional Accountants (Verordening inzake de onafhankelijkheid van accountants bij assurance-
opdrachten, ViO), a regulation with respect to independence. Furthermore, we have complied with 
the Dutch Code of Ethics (Verordening gedrags- en beroepsregels accountants, VGBA). 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 

Audit approach  

Summary 

  

Materiality 

Based on our professional judgment we determined the materiality for the financial statements as a 
whole at EUR 20 million (2015/2016: EUR 20 million). The materiality is determined with reference to 
the net assets (1%). We consider net assets as the most appropriate benchmark as investors 
consider this to be an important indicator of the company’s value. In addition, we applied a materiality 
of EUR 5 million for results from continuing operations before tax. Results from continuing operations 
before tax is an important measure of the performance of the company’s current portfolio, excluding 
the impact of changes in market value of investment property and derivatives and the result from the 
disposal of investment property. We have also taken into account smaller misstatements and/or 
possible misstatements that in our opinion are material for qualitative reasons for the users of the 
financial statements. 

We agreed with the Supervisory Board that misstatements in excess of EUR 1 million, which are 
identified during the audit, would be reported to them, as well as smaller misstatements that in our 
view must be reported on qualitative grounds. 

Scope of the group audit 

Eurocommercial Properties N.V. is head of a group of entities. The financial information of this group 
is included in the financial statements of Eurocommercial Properties N.V. The Group manages its 
investment property through its operating companies in France, Italy and Sweden. Each of these 
operations is significant in the context of the Group’s financial statements and therefore we have 
used KPMG audit teams in each country to perform an audit of the financial information of the 
operating companies in these countries. The audits performed in these countries covered the entire 
investment property portfolio and the related net property income. 

Because we are ultimately responsible for the opinion, we are also responsible for directing, 
supervising and performing the group audit. In this respect we have determined the nature and extent 
of the audit procedures to be carried out for operating companies and issued audit instructions to local 

Overall 
materaility of  
EUR 20 million 

1% of net assets 
 
 
 

Valuation of 
investment 
property 

Valuation of 
derivatives 

 
 
 

Coverage of 
100% of 
investment 
property 

100% of net 
property income 
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auditors. As group auditor we were involved in the full-scope audits performed by local auditors.  
Our involvement included participation in planning discussions with local auditors, site visits to each 
country to discuss the results of local audits, discussions on the local reporting with country 
management and discussions on the valuation of investment property with independent appraisers 
engaged by the company. We also reviewed the local audit files and verified that the audit work had 
been carried out in accordance with our instructions. 

As operating companies prepare their financial information for consolidation purposes based on local 
accounting standards, the EU-IFRS adjustments are processed at group level. These adjustments 
relate mainly to: 

— the valuation of investment property at fair value; 
— the valuation of derivatives at fair value; 
— accounting for share-based payments; 
— deferred income taxes; 
— equity accounting for the group’s share in joint ventures. 

At group level we have performed audit procedures on: 

the financial statements of the parent company; 

the EU-IFRS adjustments mentioned above; 

the consolidation process and the financial statements. 

By performing the procedures mentioned above at group entities, together with additional procedures 
at group level, we have been able to obtain sufficient and appropriate audit evidence about the 
group’s financial information to provide an opinion about the financial statements. 

 

Our key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the financial statements. We have communicated the key audit matters to the 
Supervisory Board. The key audit matters are not a comprehensive reflection of all matters discussed.  

These matters were addressed in the context of our audit of the financial statements as a whole and 
in forming our opinion thereon, and we do not provide a separate opinion on these matters.  

 
Valuation of investment property 

DDescription  

Investment property amounts to €3.6 billion and represent 94% of the Group’s total assets at  
30 June 2017. Investment property is valued at fair value; therefore the Group has to make estimates 
and use assumptions to determine those fair values. The fair value is, as explained in notes 1 and 13 
to the financial statements, based on appraisal reports by independent appraisers. For the valuations 
estimates are made with the support of independent appraisers of the discounted expected future 
cash flows and related risks. 
Because the valuation of investment property is complex and highly dependent on estimates and 
assumptions (such as market rent levels, expected vacancies, interest rates, expected capital 
expenditure and maintenance) we consider the valuation of investment property as a key audit 
matter in our audit. 
 

OOur response  

We have evaluated the objectivity, independence and expertise of the external appraisal firms. In this 
regard we assess the Group’s rotation scheme for appraisers, and evaluate the appraiser’s 
experience and qualifications. 
We have evaluated the appropriateness of the information and assumptions used in the valuations. 
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Valuation of investment property 

This includes the estimates by the external appraisal firms (such as market rent levels, expected 
vacancy, interest rates and expected expenditure). 
We analysed the results of the valuation process and discussed the abovementioned factors that 
determine the valuations with management and the appraisal firms. For that purpose we used the 
expertise of our own internal property valuation specialists. These specialists have supported us with 
our assessment of the assumptions, methods and developments in the valuations. 
Finally, we verified whether the disclosures in the financial statements in respect of investment 
property are in conformity with EU-IFRS. 

OOur observation  

Overall we assess that the assumptions and methodologies used, and related estimates resulted in a 
balanced valuation of investment property and concur with the related disclosures in the financial 
statements. 
 

Valuation of derivatives 

DDescription  

The Group uses derivatives (mainly interest rate swaps) to fix the interest rates on part of its floating 
rate borrowings used to finance investment property. As at 30 June 2017, the Group had entered 
into derivative contracts with a notional amount of €0.75 billion. These derivatives are included as a 
liability in the statement of financial position at fair value for an amount of €100 million.  
The Group has not opted for hedge accounting, therefore movements in the fair value of the 
derivatives are recognised in the statement of profit or loss (in 2016/2017 a gain of €53 million) and 
are not offset for accounting purposes. As explained in notes 1 and 20 to the financial statements, 
the fair value of derivatives is based on fair value quotes from counterparties which are compared to 
the results of the internal valuation model using market data obtained from an independent 
recognised market data agency. As these calculations are complex we consider the valuation of 
derivatives to be a key audit matter. 

OOur response  

We used KPMG valuation specialists to independently calculate the fair value of the derivatives and 
compared the outcome to the values calculated by the Group. We also evaluated the Group’s 
assessment of the adjustment to the fair value for counterparty non-performance risk (or credit 
valuation adjustment / debit valuation adjustment – CVA/DVA). 

OOur observation  

Overall we assess that the assumptions used and related estimates resulted in a balanced valuation 
without significant variances when compared with our own valuations. We concur with the 
disclosures on financial instruments in the financial statements. 
 

 

 

Report on the other information included in the annual report 

In addition to the financial statements and our auditor’s report thereon, the annual report contains 
other information that consists of:  

the report of the board of management; 
other information pursuant to Part 9 of Book 2 of the Netherlands Civil Code. 

Based on the below procedures performed, we conclude that the other information: 
is consistent with the financial statements and does not contain material misstatements; 
contains the information as required by Part 9 of Book 2 of the Netherlands Civil Code. 
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We have read the other information. Based on our knowledge and understanding obtained through 
our audit of the financial statements or otherwise, we have considered whether the other information 
contains material misstatements. 

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the 
Netherlands Civil Code and the Dutch Standard 720. The scope of the procedures performed is 
substantially less than the scope of those performed in our audit of the financial statements. 

Management is responsible for the preparation of the other information, including the report of the 
board of management in accordance with Part 9 of Book 2 of the Netherlands Civil Code and other 
Information pursuant to Part 9 of Book 2 of the Netherlands Civil Code 

Report on other legal and regulatory requirements 

Engagement 

We were engaged by the General Meeting as auditor of Eurocommercial Properties N.V. on 3 
November 2015, as of the audit for year 2015/2016 and have operated as statutory auditor since then. 

Confirmations 

We confirm that: 
our audit opinion is consistent with the additional report to the supervisory board as required in 
article 11 of the EU-regulation 2014/R0537; 
we have not provided to the company any prohibited non-audit services as specified in article 5(1) 
of the EU-regulation 2014/R0537. 

Services rendered 

For the period to which our statutory audit relates, we have provided to the company and its 
controlled Dutch entities the services disclosed in note 30 to the financial statements. 

Description of the responsibilities for the financial statements 

Responsibilities of Board of Management and Supervisory Board for the financial statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with EU-IFRS and with Part 9 of Book 2 of the Netherlands Civil Code. Furthermore, 
Management is responsible for such internal control as Management determines is necessary to 
enable the preparation of the financial statements that are free from material misstatement, whether 
due to errors or fraud.   

As part of the preparation of the financial statements, Management is responsible for assessing the 
company’s ability to continue as a going concern. Based on the financial reporting framework 
mentioned, Management should prepare the financial statements using the going concern basis of 
accounting unless management either intends to liquidate the company or to cease operations, or has 
no realistic alternative but to do so. Management should disclose events and circumstances that may 
cast significant doubt on the company’s ability to continue as a going concern in the financial 
statements.   

The Supervisory Board is responsible for overseeing the company’s financial reporting process. 

Our responsibilities for the audit of financial statements 

Our objective is to plan and perform the audit to obtain sufficient and appropriate audit evidence for 
our opinion. Our audit has been performed with a high, but not absolute, level of assurance, which 
means we may not have detected all material errors and fraud during the audit.  

Misstatements can arise from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. The materiality affects the nature, timing and extent of our 
audit procedures and the evaluation of the effect of identified misstatements on our opinion. 
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For a further description of our responsibilities in respect of an audit of financial statements we refer 
to the appendix.  
 

Amstelveen, 22 September 2017 

KPMG Accountants N.V. 

H.D. Grönloh RA  
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Appendix 
We have exercised professional judgment and have maintained professional skepticism throughout 
the audit, in accordance with Dutch Standards on Auditing, ethical requirements and independence 
requirements. Our audit included:  

Identifying and assessing the risks of material misstatement of the financial statements, whether 
due to fraud or error, designing and performing audit procedures responsive to those risks, and 
obtaining audit evidence that is sufficient and appropriate to provide a basis for our opinion. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. 
Obtaining an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the company’s internal control. 
Evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by Management. 
Concluding on the appropriateness of Management’s use of the going concern basis of 
accounting, and based on the audit evidence obtained, whether a material uncertainty exists 
related to events or conditions that may cast significant doubt on the company’s ability to 
continue as a going concern. If we conclude that a material uncertainty exists, we are required to 
draw attention in our auditor’s report to the related disclosures in the financial statements or, if 
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 
evidence obtained up to the date of our auditor’s report. However, future events or conditions 
may cause a company to cease to continue as a going concern.   
Evaluating the overall presentation, structure and content of the financial statements, including 
the disclosures; and  
Evaluating whether the financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation. 

 

Because we are ultimately responsible for the opinion, we are also responsible for directing, 
supervising and performing the group audit. In this respect we have determined the nature and extent 
of the audit procedures to be carried out for group entities. Decisive were the size and/or the risk 
profile of the group entities or operations. On this basis, we selected group entities for which an audit 
or review had to be carried out on the complete set of financial information or specific items.   

We communicate with the Supervisory Board regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant findings in internal control 
that we identify during our audit.  

We provide the Supervisory Board with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safegards.    

From the matters communicated with the Supervisory Board, we determine key audit matters: those 
matters that were of most significance in the audit of the financial statements. We describe these 
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, not communicating the matter is in the public interest.  

Other information
continued
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