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Nova Centre, North Tower
Suite 1000, 1675 Grafton Street
Halifax, NS

B3J OES.

T +1 902 421 1734

F-+1 902 420 1068

To the Shareholder of
PSS Investments AA Inc.

We have audited the financial statements of PSS Investments AA Inc. (“the Company”), which comprise the
statement of financial position as at December 31, 2021, and the statement of earnings and comprehensive
Income, statement of changes In shareholder equity and statement of cash flows for the yearthen ended, and
notes to the financial statements, including a summary of significant accounting policies.

position of PSS Investments AA Inc.as at December 31, 2021, and its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRS).

responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accordance with the ethical

requirements that are relevant to our audit of the financial statements in Canada, and we have fulfilled our other
ethical responsibilities In accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

with IFRS, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
cperations, or has no realistic alternative but to do so.

Those charged with gavernance are responsible for overseeing the Company'’s financial reporting process.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditer's report that incltdes our
opinion. Reasonable assurance is a high level of assurance, but is not.a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

O Grant Thomion LLP A Canedian Member ol Grant Thamion Infernations Lid 1



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

ldentity and assess the risks of material misstatement of the financial statements, whether due to fraud or

errar, design and perform audit procedures responsive to those risks, and obtain 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.

Obtain 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.

and related disclosures: made by management.

Conclude 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 concem. If we conclude

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,

Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

activities within the Group to express an opinion on the financial statements. Ve are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among othermatters, the planned scope and

timing of the audit and significant audit 'fi'n..d'ing:s,,_ including any significant deficiencies in internal caontrol that we
identify during our audit.

Halifax, Canada Chartered Professional Accountants
May 26, 2022

O Grant Thomion LLP A Canedian Member ol Grant Thamion Infernations Lid 2



PSS Investments AA Inc.

Consolidated statement of financial position
(expressed in CAD)
December 31 2021 2020

Assets

Current
Cash and cash equivalents $ 2914023 $ 3,503,627
Rent receivable - 159,560
nierest on loans receivable from joint venture (Note 6) 971,146 627,168
Other receivables 186.234 249 219
4,071,403 4 530 574

Non-current

nvestments in joint venture (Note 4) 48,444,256 44 840,058

nvestment property (Note 5) 70,614,558 66,831,820

Loans receivable from joint venture (Note 6) _33.647.894 _ 32420627
152,706,708 144 092,505

Total assets $ 156,778,111 $ 148,632,079

Shareholder equity and liabilities

Current

Payables and accruals S 741479

Non-current
Bank loans (Note 7) 14,207,645 )
Deferred tax liability (Note 3) 3,005,239 1,138,891

Total liabilities 18,907,914 1,880,370

Shareholder equity
Share capital 111,244,033 121,430,949
Retained earnings 32,552,746 19,624,124
Foreign currency translation reserve (5.926.582) __ 5696636
Total shareholder equity 137,870,197 146,751,709

Total shareholder equity and liabilities $ 156778111 S 148,632,079

On behalf of the Board

Director Director

Christopher Taylor lsaac Hashem

See accompanying notes to the consolidated financial statements.



PSS Investments AA Inc.
Consolidated statement -

iIncome
(expressed in CAD) - o
Year ended December 31 2021 2020

of earnin

gs and comprehensive

Rental revenue $ 3131380 § 3,198,104
Property operating expenses (253.264)  __ (233.680)

Net property income 2,878,116 2,964,424

Other income and expenses

Net earnings from joint venture (Note 4) $ 8554481 S 3,586,576
Change in fair value of investment property (Note 5) 9,676,697 202,137
Interest income 1,299,080 1,380,327
Other Income 78,265 59,493
Management and administration fees (1,127,319) (1,049,73
Other expenses (36,430) (30,432)
Professional fees (507,441} (502,660)
Unrealized foreign exchange (loss) gain (614.,812) 1,678,515

Realized foreign exchange (loss) gain (128.094) 35 588

Earnings for the year before tax 20,272,543 6,024,236

Tax (expense) income (Note 3) 2,115.469) 43,950

Eamings for the year $ 18,157,074 S 8568186

Other comprehensive income:

Exchange differences on translation of
foreign operations
Total comprehensive income v 55

See accompanying notes to the consolidated financial statements.



PSS Investments AA Inc.

Consolidated statement
(expressed in CAD)
Year ended December 31

Increase (decrease) in cash and cash equivalents

Operating
Earnings for the year before tax

Iltems not affecting cash
Net loss (earnings) from joint venture
Unrealized foreign exchange loss (gain)
Change in fair value of investment property

Net change in operating working capital
Rent receivable ) -
Interest receivable
Other receivables
Payables and accruals

Financing
Advances to joint venture
Repayments from joint venture
Proceeds from bank loans
Issuance of common shares
Return of capital to shareholders
Dividends paid

lnvesﬁng 
Distributions from joint venture
Effect of exchange rate fluctuations on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents
Beginning of period

End of period

of cash flows

2021 2020

$ 20272543 S 8524236

(8,554,481) (3,586,576)
614,812 (1,678,515)

(9,676,697) (202,137

150,876 2830
(401,191) 132,080
44,993 244,790
1,020,531 (714.436)
3.471.386 2722272

*

(4,737,300)
818,442 304,320
14,207,645 .
4,234,084

5.228.453)

(4

(4,065,007
(5126.582)  (

3.760.687)

1.331,942 597 274

*

1331942 597,274

3,503,627 4342114

$ 2914023 § 3,503,627

See accompanying notes to the consolidated financial statements.



PSS Investments AA Inc.
Consolidated statement of chang
(expressed in CAD)

December31 2021

es in shareholder equity

Share Capital

Foreign
Common  Addtiona Total Currency
Shares Paid-in Share Retained Transtation
(Note6)  Captdl  Captl  Eamings Reserve Total

Shareholder equity, January 1, 2021 $35712351 $ 8, 718598 $121 430949 § 19624124 § 50963 § 146751708
Eamings forthe year . 18157075 18,157,075
Fychange differences on trans\atmgf elgnaperatlons : (11;623_,-21;8) .(11,6;_23_218;_]
Transactions with owners: " -

Shares repurchased for cancellation - (144210000  (14,421,000) - (1442000
Capital contribution 4,234 084 4,234 084 : : 4,234,084
Dividends ' {5,228.453)

Shateholder equity, December 31, 2021 Y5 § TN § MM SRS S GBS § W

Shareholder equity January1 2020 SRMLI 89718598 § 121430049 15120940 5 (4015M19) § 132038776
Net eamings from operafions and joint venture : ,._ 8..568 186 '- 8,568 186
Fxchange diffrences antanslanrgf ign operafions ; S N1 0,709,755
Transacfions with owners: - ' o
Dividends - - - (408500 - _(4085.007)

Sharefiokler equy, December 31, 2020 S 71061 ST S 12140H0 §$10PUNM S SEBEH S 146751109

See accompanying notes to the consolidated financial statements.



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December3t,202¢

1. Nature of operations

PSS Investments AA Inc. (the "Company”) is a limited eompany in Canada formed on April 7,
2015, and is governed by the laws of the Province of Nova Scotia. The principal business is for
the purpose of indirectly acquiring and owning a portfolio of diversified revenue-generating
rental properties (or investment properties) through investments in associates and joint
ventures in Europe. The shareholder (or parent company), PSS Investments RE Inc., is wholly-
owned by the Public Service Superannuation Plan and governed by the Public Service
Superannuation Act as part of the Acts of Nova Scotia.

The Company’s investments in properties in Europe are governed by a Real Estate Investment
Policy, a supplement to the Statement of Investment Policies & Goals ("SIP&G") as provided by
the Public Service Superannuation Plan Trustee Inc., acting as trustee for the Public Service
Superannuation Plan.

The Company Is exempt from corporate income taxes under section 149 of the Canadian
Income Tax Act, and as a consequence, does not pay income taxes in Canada.

The registered office of the Company Is located at 1949 Upper Water Street, Suite 400, Halifax,
Nova Scotia, Canada.

2. General information and statement of compliance with IFRS

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards ("IFRS”), as Issued by the International Accounting Standards
Board ("IASB”).

The financial statements were authorized for issue by the Company Board of Directors on
May 26, 2022.

3.  Summary of significant accounting policies

The significant accounting policies that have been applied in the preparation of these financial
statements are summarized below.

Basis of consolidation
The Company S FnanCIaI statements consolldate thmse of the Company and all of |ts submdnary

'cansolldaited fnancual st;ateme_nts Eammgs_ and_ oth_er comprehensive a,n.came. of s.ub5|.d|_a.r|.es
acquired or disposed of during the period are recognized from the effective date of acquisition,
or up to the effective date of disposal, as applicable.

Associates and joint ventures

Associates and joint ventures are entities over which the Company has joint control and
whereby the parties that share joint control have rights to the net assets of the joint venture.
Joint control 1s the contractually agreed sharing of control of an arrangement, which exists only
when the decisions about the relevant activities require unanimous consent of the parties

sharing control.



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

3. Summary of significant accounting policies (continued)

Investments in associates and joint ventures are accounted for using the equity method. Under
"the equity method the 'i'nves’tmen't IS i'nit’ial"ly re'corded at cost and’ 'adjusted by the Company’*s
or Io__ss and _o_ther c.omprehenswe income from assomates and Jomt ve_nture_s is recagn_lzed in
the statement of earnings and other comprehensive income during the period. Distributions
received from associates and joint ventures reduce the carrying amount of the Company's
lnvestment I'tems impactmg other cemprehenswe mcome (Ioss) ef the Cempany arismg frem

reval.u.a.tlon of_mves.tment prep.erty an.d forel_g.n C:urrency .exchang_e. translatmn dlfferen.c.es..

Functional and presentation currency

These financial statements are presented in Canadian dollars ("CAD"), which is the Company’s
presentation currency. The Company’s functional currency Is the Euro ("EUR"). The functional
currency of the Company's investment in a joint venture is also the EUR.

Transactions In currencies other than EUR are franslated into the functional currency at
exchange rates prevailing at the date of the transactions. Monetary assets and liabilities
denominated in a foreign currency at the reporting date are translated to the Company's
functional currency at the prevailing exchange rate at that date. Non-monetary items measured
at hlsterlcal cost m a forelgn currency are translated usmg the exchange rate at the date of the

The Company translates the results of its operations and financial position into CAD at year
end as follows:

o assets and liabilities are translated at the prevailing rate of exchange at the balance
sheet date:

e income and expense items included in the statement of earnings and comprehensive
income (loss)are translated at prevailing exchange rates at the date of transactions, or
alternatively, the average exchange rate for the period; and

e exchange differences arising on translation into CAD are recorded in other
comprehensive income during the period.

Investment property

Investment properties are properties held to earn rentals or for capital appreciation, or both, and
are accounted for using the fair value model. Investment properties are revalued annually with
resulting gains and losses recognised In profit or loss. The fair value reported in the financial
statements is reduced by the carrying amount of any accrued income resulting from the
spreading lease incentives and minimum lease payments.

As a lessor, the Company classifies ifs leases as either operating or finance leases. A lease is
classified as a finance lease if it transfers substantially all the risks and rewards incidental to
ownership of the underlying asset and classified as an operating lease if it does not. The
Company has classified all of its leases as operating leases.



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

'The Company earns revenue from acting as a lessor in operating leases. These leases do not
transfer substantially all of the risks and rewards incidental to ownership of an investment
property. Rental revenue is accrued on a straight-line basis over the lease termin the
statement of profit and loss. Initial direct costs incurred in obtaining the lease are recognized
as an expense overthe lease term on the same basis as the rental revenue.

Revenues include interest income earned on loans to a joint venture. Revenue is recognized as
i'nterest is accrued’ usiing the effective interest met’hod to t’he extent that i’t IS prebable that the

consderatlon recewed or recewabl_e taklng mte account oontractually def ned terme of
payment.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and short-term investment with maturities
of three months or less.

Income taxes

The Company is exempt from corporate income taxes under section 149 of the Canadian
Income Tax Act, and as a consequence, does not pay income taxes in Canada. Deferred tax
assets and/or liabilities of the Company relate to tax and accounting basis differences of all
mcorpc)rated subsndmries Income taxes are acceunted for usmg the Ilabmty method Under thlS

rrdlffe_rencee between th_e carrym:g .amaunt ___ef_ balance eheet ltems and thelr eerrespendmg t_a;)(
values. Deferred taxes are computed using substantively enacted corporate income tax rates
for the years in which tax and accounting basis differences are expected to reverse.

Deferred tax assets and/or liabilities are offset only when the Company has a right and intention
1o off set tax assets and liabilities from the same taxation authority. "Changee In deferred tax
assets or liabilities are recognized as a cempenent of income or expense in operations, except
where they relate to items that are recognized in other comprehensive income (loss), or directly
in change in net assets, in which case the related deferred tax is also recognized in other

comprehensive income (loss) or change in net assets, respectively.

Deferred tax liabilities of $3,005,239 (2020 - $1,138,891) arising from temporary differences
recognized in the balance sheet relate to investment properties held by its subsidiaries.

2021 2020

Earnings for the year before tax $_ 20,272,543 _ 8524236
At the Company’s statuatory rate of 10.46% (2020 — nil%) (2, 120 508)
Tax (expense) income $ (21 1.55-469) S 43 950

Included in tax expense is $(1,866,348) of deferred tax expense (2020 - $171,350). The
Company’s statuatory rate is determined based on the weighted average profit before tax from
each legal entity. The applicable rate for the the Company on a non-consolidated basis is nil%.
The applicable rates for its two wholly-owned subsidiaries are 25% and 20.6%, respectively.



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

3. Summary of significant accounting policies (continued)

Financial instruments:

Recognition and measurement of financial instruments

Financial assets and liabiliies are recognized when the Company becomes party to the
contractual provisions of the financial instrument. Financial assets are derecognized when
control over the contractual rights to receive cash flows ‘and benefits related from the financial
asset are transferred and/or substantially all the risks and rewards of ownership have been
given to another party. Financial liabilities are derecognized when obligations under the
contract expire and are discharged or cancelled.

Financial assets are classified into one of the following categories: loans and receivables, fair
value through profit or loss, available-for-sale assets, or held-to-maturity investments. Financial
labilities are classified as fair value through profit or loss, or as other financial liabilities. All
financial instruments are initially recorded at fair value. All financial instruments are
subseguently measured at fair value except for loans and receivables, held-to-maturity
investments, and other financial liabilities that are subsequently measured at amortized cost
using the effective interest rate method.

The Company classifies its receivables as loans and receivables. Payables ana accruals are
classified as other financial liabilities.

Fair value

The fair value of a financial instrument is the amount of consideration that could be agreed
upon in an arm’s length transaction between knowledgeable, willing parties who are under no
compulsion to act. In certain circumstances, however, the initial fair value may be based on

other observable current market 'transactlons in the same instrument. without modification or on
a valuation technique using market-based inputs.

Impairment

The Company assesses at each reporting date whether there is any objective evidence that a
financial asset is impaired. A financial asset is deemed to be impaired if, and only if, there is
objective evidence of |mpa|rment as a result of one or more events that have occurred after the
initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the
estimated future cash flows of the financial asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include indications that the debtor is
experiencing significant financial difficulty and where observable data indicate that there is a
measurable decrease in the estimated future cash flows.

In addition, the Company also assesses at each reporting date whether there is evidence that
';.he Company S mvestment ina Jalnt ventur‘e is lmpalred The Company cenaders Whether the

assets of the Jomt venture as e\ndence of |mpa|rment as well asexpectatlons regardmg futur,e
cash flows, profitability and ability to meet budgeted expectations from operations.

If any of the above indicators of impairment exist, the Company shall estimate the recoverable
amount of the asset. ._The recoverable amount of an asset is the higher of its fair value less

costs of disposal and its value in use. An impairment loss is recognized if the amount by which
the carrying amount of an asset exceeds its recoverable amount.

10



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

3. Summary of significant accounting policies (continued)

Critical accounting estimates and assumptions

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting year. The Company’s 3|gn|ﬁcant
estimates and judgements are continually evaluated and are based on historical experience,
knowledge of current events and conditions, and other factors that are believed to be
reasonable under the Circumistances 'inc’lud’ing e‘xpectatinns nf future e‘vents The resulting

results may ultlmately dltfer from these estlmatee

Sigmt'cant estimates and assumptions that have a risk of causing a material adjustment to the
carrying amounts of assets and liabilities include recognition of the Company’s share of net
earnings from its investment In a joint venture by applying the equity method of accounting.
Results of operations and changes in net assets from investments in joint ventures include
estimates and assumptions used in determining fair value of investment property, such as
capitalization rates and stabilized net operating income (affected by vacancy rates). Changes in
these inputs could significantly impact the fair value estimate of investment property and impact
the earnings and other comprehensive income of the Company.

New standards adopted as at January 1, 2021
The Company has adopted new accounting pronouncements which have become effective this
year, and are as follows:

Flnanmal Instruments Recogmtlon and I\/Ieaeurement (“IAS 39”) IFRS 7 Fmanc:lal

nstruments: Disclosures (“IFRS 77), IFRS 4 Insurance Contracts ('IFRS 47) and IFRS 16,
eases (“IFRS 16“) The Company has elected to take the practlcal expedlent to account fer a

practl.c;_al ex pedlent W_I" be applled when the m_odlf catlon IS r;equ_lred as a dlrect conaequence_ af
IBOR reform, and the new basis for determining the contractual cash flows is economically
equivalent to the previous basis. These adopted standards do not have a material impact on
the Company’s financial statements.

ame_ndmenta to em.stm,g standards hav_e been _pubhsh_ed by th.e IASB bu.t are not_yet etfectwe
and have not been adopted early by the Company.

Management antmupates that aII of the relevant pronouncements WI|| be adopted in the

been d_lecleeed as _they are net ex._pected te h_ave. a matenal lmp;act on the Company S ﬁnancual
statements.

11



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December3t,202¢

4, Investment in joint venture

The Company’s investment in PSS/TPP Investments AA Codperatief UA. ("Co-0p”) is as

follows:
2021 2020

nvestment in joint venture at equity, January 1 $ 44840058 $ 38,877,373
Distributions received during the year (1,331,942) (597,274)
Net earnings from joint venture 8,554,480 3,586,576
Unrealized foreign exchange gain (loss) | 3--_6*;1281 340 2973 383

Investment in joint venture at equity, December 31 $ 48,444,256 $ 44,_;8_}40,058-.

The Company has a 50% membership interest in the parthership units of the Co-op, whose
principal activity Is to investment in real estate properties in Europe, which are held to earn
rentals from third-party leases or for capital appreciation.

The Company uses the equity method to account forits investment in the joint venture.

capltal acccun’t _as_ a result of operatlons durlng_ _the_ y;ea_r
As the Co-op is a private entity, there are no quoted market prices available for its shares.

'The followmg IS summary 0f the fnancnal posrtlan and results of the Company’s equity

As at December 31: 2021 2020

Current assets $ 23667064 $ 20865470
Non-current assets 272,964,643 276,258,605
Current liabilities (7,851,766) (8,161,090)
Non-current liabilities (191.891.4238) ¢ 199!282,,89)
Net assets $ 96,888,512 $ 89,680,116

The Company’s investment in joint venture $ 48,444,256 S 44,840,058

Year ended December 31: 2021 2020

Revenues $ 16,176,395 § 17,229,632
Property and other operating costs (3,193,023) (3,5983,339)
Changes in fair value 12,838,625 1,365,314

Other non-operating costs
Interest-expense

Net income before income taxes

Income taxes

Net income

Share of net earnings in equity accounted joint venture

178,342 (38,982)
4,654,185)

(4,956,338)
21,346,154 10,016,287
(4237.194) _ (2.843.136)

$ 17,108,960 & 7,173,151

$ 8554480 S 23,586,576

12



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

5. Investment property

Investment property includes real estate properties in the Netherlands and Sweden, which are
owned to earn rentals and for capital appreciation. Changes to the carrying amounts are as
follows:

Year ended December 31 2021 2020
Carrying amount, January 1 $ 66,831,820 $ 61,057,808

Changes In fair value

Net gain on revaluation 9,676,697 202,137
Net exchange difference 5.893.959) 56571 875
Total change in fair value 3,782,738 __ 5774012

Carrying value, December 31 $ 70,614,558 $ 66,831,820

Investment properties, net of lease incentives, were valued at $70,614, 558 (2020 -
$66,831,820) by independent valuers. Investment properties are either leased to third parties
on operating leases or are vacant.

.Al’though the rlsks assoclated Wlth rlghts that the Company retams In underlylng assets are not

For example ensurmg all contracts mclude clauses reqwrlng 'the Iessee 'to compensate 'the
Company when a property has been subjected to excess wear-and-tear during the lease term.

Future minimum lease payments are as follows:

Minimum lease payments due
Within 1 year 1-2 years 2-3 years 3-4 years 4-5 years After 5 years: Total

2021 $3,046,571 $3,046,571 $3,046,571 $3,046,571 $3,046,57 1 $16,629,325  $31,862,179

2020 _ $3,319.398 $3,268,000 $3,268,000 $3,268,000 $3,268,000 $13,443,586  $37,460,858

6. Loans receivable from joint ventures 2021 2020

Term loans, unsecured $ 33,647,894 § 32,420,627

During the year, the Company had the following loan activity with the joint venture:

¢ $4234,084 was advanced to the Co-op to finance anticipated investment property
acquisitions planned by the Co-op in Madrid, Spain through a wholly owned subsidiary in
Spain. _ | _ _ :

¢ The remaining difference relates to repayments of loans, net of advances.

As at December 31, 2021, there was $971,146 (2020 - $627,168) in accrued interest owing on
various loans. The loans bear interest ranging from 2.75% to 5.75%, with varying maturities up
to 20 years. There are no set terms of repayment. Under the terms of the loan agreements,
the Co-op has the option to repay the outstanding amounts, in whole or in part, without any
penalty provided sufficient notice Is provided. The loans are Immediately repayable without
demand or notice in the event of bankruptcy.

13



PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

7. Bank loan 2021 2020

Bank loan payable, bearing interest at 1.56%,
with interest only quarterly payments. Pnncupal o
due in full on October 2029. $ 14,207,645 .

The bank loan is secured by way of a standard security charge agreement over all present and
future property and shares of the Company, as well as a pledge on the rent account.

8. Share capital
2021 2020

Common shares

Authorized:
Unlimited without nominal or par value
Issued: _
{ common shares (2020 — 6) $ 39,946,435 § 35,712,351

9. Financial instruments and risk management

Risk management of financial assets and liabilities

The Company Is exposed to financial risks arising from its financial assets and liabilities. These
risks include market risk, credit risk, liquidity risk, and valuation risk. The Company’s overall risk
management program focuses on establishing policies to identify and analyse the risks faced
by the Company, to set appropriate risk limits and controls and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes In
market COHdItIOﬂS and the Companys actmtrea The Company alms ta develop a dlSClpImed

Dlrectors _unde_rstand _thew r_o__le;_s an_d .n_bl_lg_atlons. |

Market risk

Market risk is the risk that the fair value or future cash flows of financial assets or liabilities will
fluctuate due to movements In market prices, such as foreign exchange rates and interest
rates, and affects the Company’s earnings or value of investmentin a joint venture, as follows:

a Foreign currency exchange rate risk
Foreign currency exchange rate risk 1s the risk that the fair value of future cash flows will
fluctuate as a result of changes in foreign currency exchange rates. Substantially all of the
Company’s revenues and expenses are in EUR. Revenues incurred in foreign currency

are appmxrmately $2 971 876 (2020 $2 837 327) The Company IS exposed to nsk that

-adverse lmpact on the value of the Company S rnvestment in real estate property owned
directly and indirectly by its joint venture.

The Company mitigates its exposure to foreign currency risk by diversifying its real estate

lnvestment portfolla holdmgs in drfferent European cnuntnes and enhancmg the 3tcz:tla'|

mlnlmlze Identlf ed nska
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PSS Investments AA

Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

Risk management of financial assets and liabilities (continued)

b  Interest rafe risk

Interest rate risk is the risk that the Company’s financial position will change with market
interest rate changes associated with financing of real estate properties owned directly or
indirectly by Its joint veniure. Leverage through morigages on acquired properiies Is
applied to enhance the diversification of the Company’s portfolio and investment return.

The Company mitigates its exposure to risks associated with interest rates by establishing
formal policies that limit mortgages on real estate investments to a certain percentage of

the market value of the property, in addition to ensuring recourse limitations are in place in
the event of default by the lender within the investment property.

Credit risk
Credit risk is the risk that the counterparty to a financial asset will default resulting in the
Company mcurnng a ﬁnanmal Iess The Companys recelvable ue W|th its 50% mveetment |n a

mltlgated any nek ef tenants not fulﬁlllng thelr obllgatlene by eecunng tenante of eeund t"nanelal
standing established through performing appropriate credit procedures, and actively monitoring
cash collections from contractual agreements with tenants. Property management and
administration functions are outsourced to third parties who actively monitor budgets with actual
results, including delinguency on tenant receivables.

Liquidity risk

_iquidity risk is the risk that the Company will encounter difficulties in meeting its financial
iability obligations and insufficient equity financing available to fund the desired growth of the
Company. Liquidity risk is inherent in the Company’s operations and is impacted by a wide
range of situation specific and market-wide events, including, but not limited to, credit events for
investments owned by the Company’'s joint venture, such as increased vacancy rates on
investment properties, deteriorating market conditions of local economies, inflation, and
operatlonal matters The Company manages |ts expoeure to Ilqmdlty rlsk by establlshlng fermal

momtenng compliance wnth 'the.ee pelnc:es, mcludlng the actlwtles ef |ts mvestment adwsers,
diversification of its portfolio, and rebalancing investments as needed over the long term. In
addition, the Company also uses well known independent third parties to provide consultation
and advice on property investment decisions that take into consideration market conditions and
appropriate due diligence procedures on target acquisitions.

Valuation 1isk 1s the risk associated with the Company's exposure to a material decrease in the
estimated fair value of real estate property owned directly and indirectly by its joint venture. The
Company mitigates the risk associated with valuation risk by ensuring its joint venture invests in
high guality, income-producing properties within the office, industrial, multi-unit residential and
retail sectors in well developed countries having a strong economy and favorable growth
petentlal. In _addltlon In aceerdance Wlth the Companys polncuee real estate mvestments are

hetd mveetmente
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Notes to the consohdated financial statements
(expressed in CAD)
December 31, 2021

9. Financial instruments and risk management (continued)

Capital risk management

The Company’s objectives when managing capital are to ensure sufficient liquidity to support its
financial obligations and execute the operational and strategic plans to continue to provide
benefits for the Shareholder. The Company continually assesses its capital structure and
makes adjustments to It with reference to changes In economic conditions and rnsk
characteristics associated with its underlying real estate investments. According to the
Company’s Memorandum of Association, the Company shall not make investments other than
investments that a pension fund or pl_on_ is permitted to make under the Pension Benefits
Standards Act, 1885, or a similar law of a province, and that:

¢ The Company’s assets shall at all times be at least 98% cash and investments;
¢« The Company shall not issue external debt obligations or accept external deposits; and

¢ The Company shall at all times derive at least 98% of its income frem, or from the

disposition of, investmenits.

In accordance with the Company’s real estate investment policies, as established by the Public
Service Superannuation Plan Trustee Inc., the Company shall manage its real estate portfolio
|n such a way to prowde dwersﬁ' Catlon and roduco overall I’ISkS wnthln tho Company enhanco
apprecnatlon Through mcreasod mveotmont and dwersnflcatlon_ the Company Intends 'to
increase its investment returns, lower volatility and provide hedging against inflationary
DreSSUreS. _ ylilly - <t )

The Company, through its third party management and advisory services provider, actively
manages the Company’s portfolio and diversification, to ensure the benefits outweigh the risks
the Company is exposed to by diversifying its investment in property types, style, size,
instruments, geography and tenancy. The Company manages compliance with its risk
management policies by obtaining monthly and quarterly reporting from third parties on the Net
Asset Value (“NAV”") of the investment portfolio.

Fair value of financial instruments

The fair value of a financial instrument is the estimated amount that the Company would
receive to sell a financial asset or pay to transfer a financial liability in an orderly transaction
between market participants at the measurement date.

Fair value measurements recognized in the balance sheet as categorized using a fair value
hierarchy that reflects the significance of inputs used in determining the fair values:

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2:  Inputs other than quoted prices included in Level 1 that are observable for the asset
and liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs). '

Each type of fair value is categorized based on the lowest level input that is significant to the
fair value measurement in its entirety.
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Notes to the consohdated financial statements
(expressed in CAD)
December3t,202¢

9. Financial instruments and risk management (continued)

The fair values of the Company’s cash, rent receivables, and payables and accruals
approximate their carrying value due to the short-term maturity of those instruments. Such
instruments are classified as Level 1.

-value due_ to the mterest rates assocuated wnth the mstrument on |n|‘t|al recognltlon Thes_e_
instruments are classified as Level 2. As the loans receivable are subsequently measured at
amortized cost, differences between fair value and carrying value of $34,805,279 (2020 -
$33,456,574) are expected to occur over the term of the loans.

Bank loans with a carrying value of $14,207,645 (2020 — $nil) have an estimated fair value at
the balance sheet date was $14,345,963 (2020 - $nil) and are classified as a Level 2
instrument.

There were no transfers between classes of the fair value hierarchy during the year.

10. Commitments

The Company has entered into an advisory services agreement with a third party for the
provision of asset management and advisory services, including supervision and administration
duties associated with the Company’s investment in real estate properties in Europe. Fees paid
under the advisory services agreement are recorded in management and advisory services in
the statement of earnings and comprehensive income (loss).

11.  Impact of COVID-19

“The outbreak of the Novel Coronawrus (COVID 19) declared by the World Health Organlsatlon

and Ied to a tlghtenlng of restnctlons globally in an effort to manage the Impact af thls hlghly
transmissible variant. The full impact and severity of disease caused by Omicron has yet to be
fully determined and understood.

Many sectors of the real estate market saw positive capital growth during 2021 as global

economies came out of lockdown and rebounded strongly. Travel, movement and operational
restricions were implemented, loosened and reimplemented to a lesser extent by many
countries throughout 2021 and this pattern has continued into 2022. In some cases,
‘lockdowns” have been applied — in varying degrees — to reflect further ‘waves’ of COVID-19.
While these may imply a new stage of the crisis, they are not unprecedented in the same way
as the Initial Impact.

The pandemic and the measures taken to tackle COVID-19, including the development and roll
out of vaccines and booster doses, continues to affect economies and real estate markets
globally. Certain real estate sectors -have been impacted harder than others with retail shopping
centres and hospitality the hardest hit and logistics and distribution, residential and retail
warehouses largely a beneficiary. The success of vaccine programmes continue to have a
major impact on the speed and nature of economic recovery but the timing and form of the
recovery remains uncertain, particularly with the emergence of new strains of COVID-19.
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11, Impact of COVID-19 (continued)

As at the reporting and valuation date, property markets are mostly functioning again, with
transaction volumes and other relevant evidence at levels where enough market evidence
exists upon which to base opinions of value. Thus, property valuations, as at the valuation date,
were not subject to material valuation uncertainty. The Directors are continuing to utilise
business continuity and resilience processes with the objective of mitigating the impact of
COVID-19.

12. Global event impact

On February 24" 2022, Russia launched a military offensive against Ukraine resulting in
widespread sanctions on Russia and heightened security and cyber threats.

As at the date of the audit report the Company did not hold any assets in Ukraine or Russia.
The Company's key suppliers do not have operations pertaining to the Company in Ukraine or
Russia.

The situation in the region is rapidly evolving and the Directors ang the Manager continue to
monitor the situation carefully and will take whatever steps are necessary and in the best
interests of the Shareholders. This includes but is not limited to ensuring that the requirements
of all international sanctions are adhered to, managing the assets of the Fund proactively to
best mitigate risk and ensuring that the Manager and other key suppliers continue to operate all
protections, protocols and monitoring of heightened cyber threats. At the time of writing, there
IS not expected to be any significant long-term adverse impact from the conflict in Ukraine on
the assets, operational activities, processes and procedures of the Company.
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