


EUROCASTLE INVESTMENT LIMITED is a publicly traded closed-      

ended investment company. The Company previously focused on      

investing in Italian performing and non-performing loans, Italian NPL      

servicing platforms and other real estate related assets primarily in        

Italy. In July 2022, the Company announced the relaunch of its      

investment activity by initially focusing on opportunistic real estate      

investments in Greece with a plan to expand across Southern Europe.        

The Company is currently in the early stages of pursuing its new   

investment strategy.

The Company is Euro denominated and is listed on Euronext Amsterdam under the symbol       

“ECT”. Eurocastle is managed by an affiliate of Fortress Investment Group LLC, a leading global         

investment manager. For more information regarding Eurocastle Investment Limited and to be       

added to our email distribution list, please visit www.eurocastleinv.com.
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BUSINESS REVIEW 

 

F  H GINANCIAL IGHLIGHTS AT A LANCE1 
 

 

 

S RTRATEG  IC EVIEW 

Eurocastle Investment Limited (the “Company” or “Eurocastle”) is a publicly traded closed-ended investment company. The Company previously 

focused on Italian performing and non- other real estate related assets in Italy which it is currently in the final stages performing loans (“NPLs”) and 

of exiting in accordance with the plan announced o 18 November 2019, to realise the majority of the Company assets with the aim of accelerating n ’s 

the return of value to shareholders (the “Realisation Plan”). In March 2021, Eurocastle launched a strategic review of the Company’s options going  

forwar  d.

 

On 8 July 2022, the Company announced the conclusion of the strategic review and the decision to relaunch th ctivity (the e Company’s investment a

“Relaunch”).  It also announced a tender offer to provide a liquidity opportunity for those shareholders who did not wish to participate in the 

Relaunch (the “Ten ”). der Offer The Tender Offer closed on 4 August 2022 with 67% of eligible shares tendered, resulting in Eurocastle accepting 

864,980 shares in exchange for €10.26 of cash per share tendered, or €8.9 million in total. 

 

P  OORTFOLIO VERVIEW3 

Following implementation of the Realisation Plan in December 2019, remaining portfolio of Italian Investments  made up of Real Eurocastle’s is

Estate Funds with the balan  comprising Net Corporate Ca  (after taking into account reserves for future costs and potential liabilities considered , ce sh

by the Board in light of the Realisation Plan). The chart below shows eakdown of Eurocastle s net assets as at a br ’ 31 December 2220 . 

 

 

 

Adjusted  2022 NAV  YE : 

€10.3  mm
 

 (  2021 18.2 ) YE : € mm

(Q3 2022 10.2: € mm) 

 
YE 22 20 IFRS NAV of €22.4  mm

YE 21 20 IFRS NAV of €32  .9mm
 

 

Adjusted  2022 NAV r shaYE pe re2:                       

€10.33ps 
 

 (  2021 9.79ps) YE : €

(Q3 2022 10.26p  : € s)

 
YE 22 I20 FRS NAV of €22.45  ps

YE 21 I20 FRS NAV of €17.73  ps
 

 

 

Net Available Cash: Corporate cash net of liabilities and additional 

reserves. 

   

 

Additional Reserves: Reserves required for the Company to continue in 

operation and fund its future costs and potential liabilities in light of the 

Realisation Plan. These res ves are not accounted for under IFRS. No er

commitm ts for these future costs and potential liabilities existed as at 31 en

December 2022. 

Real Esta  Funds: te Interests in: 

• Two pri te Italian real estate development funds which are now in va

liquidation following completion of the development work and the sale of 

all underlying apartment units. 

▪ Remain is represented tirely by the net cash oing NAV en f the 

funds. 
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BUSINESS REVIEW 

 

R U & N  I  SELAUNCH PDATE EW NVESTMENT T TEGY RA
 

 

Eurocastle intends to commence its new investment strategy by initially focusing on opportunistic real estate in Greece with a plan to expand across 

Southern Europe, where the Manager has an extensive footprint and a long track record investing in this t cla . The Company expects to invest asse ss

primarily  assets sold at real estate auctions leveraging the deep knowledge of the sector, which offers significant investment in Manager’s 

opportunities in the current market cycle. The Board believes tha this strategy will allow Eurocastle to deploy available cash in order to establish a t 

platform and create meaningful track record, while generating attractive risk adjusted returns in the short term. The Company is currently a 

working with the Manager to finalise the investment structure d expects to commence investing in the coming weeks. an

 

At the same time, the Board will continue to monitor the market environment for raising new capital in order to assess pursui  all elements of its ng

new investment strategy, which would require additional capital to achieve meaningful scale  . 

 

The Board considers that any potential additional costs resulting from this phased appro ng ach are adequately covered by the Company’s existi

Additional Reserves. The Board will continue to evaluate these reserves and the Comp vailable capital, taking into account investment any’s a

opportunities and the performance of the new strategy. 

 

Shareholders should however be aware that the implementation and performance of the Company’s new investment strategy is subject to risks, 

uncertainty, and assumptions. The Manager is currently in the early stages of pursuing the new investment strategy and there can be no certainty 

that it will have success in doing so. There is likewise no certainty that it will be able to attain sufficient scale to achieve the desired returns. In 

addition, changes in economic conditions generally and the real estate market specifically, the availability of appropriate investment opportunities 

and the ability to raise financing on suitable terms, may also affect the success of the Relaunch. Accordingly, there is no guarantee that the 

Company’s new investment strategy will be effectively implemented nor will there necessarily be a future opportunity for shareholders to achieve 

an exit from their investment in the Company at a price equal to or higher than the current share price. 

 

For further details of the Relaunch, w investment strategy and the Additional Reserves, please refer to the Circular published in the Company’s ne

July 2022 and available on the Company’s website under the Periodic Reports and Shareholder Communications section. 

 

  22 NAV BridFY 20 ge  
  In  € per share

€9.79
€8.67

€10.33

€22.45

(€1.12)
€0.12 €0.28

€1.25

€6.56

€5.56

Q4 2021
Adjusted

NAV

Tender Offer
(including costs)

Q4 2021
Adjusted NAV

after Tender Offer

Italian
NPLs

Fair Value

Movement

RE Fund
Investments

Fair Value

Movement

Reserves
& Other

Movement

Q4 2022
Adjusted

NAV

Legacy
German

Tax Reserve

Liquidation
Reserve

Q4 2022
IFRS

NAV
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BUSINESS REVIEW 

2022 B  H  USINESS IGHLIGHTS  
 

 

S  E   31 DUBSEQUENT VENT TO ECEMBER 2022 
 

 

 

FY 2022 erview  Ov

 

During  2022, the Company made significant progress on realising its remaining assets as part of its Realisation Plan with 95% of its YE 

2021 NAV relating to investments realised in the period. As at 31 December 2022, the Company had realised 6% of the NAV of the 10

investments reported at the time of the announcement of the Realisation Plan in November 2019.  

 

In part ular Eurocastle disposed of the two remaining loan pool that the Company had an interest  and all remaining apartment units ic , s in

in its two real estate fund investments were sold As a result, Eurocastle s investment interests now mprise the residual net assets of . ’ co its 

two RE Fund Investmen  with a NA 0  million, or 6% total Adjusted NAV. ts V of € .6 of the Company’s 
 
 

Investment Realisations & Highlights 

 

▪ During 2022, the Company 4.8 million 3.4 million came from its RE Fund Investments realised € from its investments, of which € (~91% 

of their YE 2021 NAV) a 1  million from its minority NPL and Other Loan holdings (~109% of their YE 2021 NAV). nd € .5

 

▪ RE  Investments  REFI II & REFI V:  Fund –
 

▪ Both funds are now in liquidation with a  apartment units sold. ll  
 

▪ During 22, Eurocastle r 4 milli FI II (~70% of its YE 2021 NAV) and 2.4 million 20 eceived €3. on comprising (i) €1.0 million from RE (ii) €

from REFI V 1 % of its YE 2021 NAV). (~ 03
 

▪ Italian NPLs & Other Loans: The Company disposed of its residual minority interest in 2 loan pools, which were under contract to be 

sold once the underlying portfolio level financing on each  repaid, realising 3 million istributions was €1. and a further €0.2 million in d

during the year. 
 

▪ Additional Reserves: The Company reduced these reserves from €14. n to €12. . The reduction of €2.8 millio 1 million during the year 7 

million ref 1.4 million of reserves being utilised, in l 3 million of the existing reservelects € ine with anticipated costs, and a release of €1. s 

in e ye . The majority of this release relates to the legacy German tax matter following a revision to the estimated total liability. As at th ar

31 December 2022, of the total Additional Reserves of €12. million, €6.1 5 million related to the legacy German tax matter with the 

b 5.5 million in place to allow for an orderly liquidation process. alance of approximately €

 

▪ As previous  announced, the C llion in March 2022 in relation to the legacy German tax matter ly ompany made a payment of €4.6 mi

against which it raised a corresponding tax asset, with the current remaining financial impact (excluding associated costs of €0.2 

million) estimated to be . As at 31 December 2022, the remaining expected financial impact has not been reflected within the €1.7 million

IFRS NAV of the Company. N tation that the tax matter will eventually be resolved in the otwithstanding the Company’s expec

Company ur, as at 31 cember 2022, the full potential liability is fully reserved for within the Additional Reserves.  ’s favo De

 

Net Available Cash for Relaunch 

 

As at 31 December 2022 the Company has 1 milli   net corporate cash and approximately of net available cash to €17. on of €9.7 million 

commence seeking new investments under the new investment strategy. 

 

 

 
 

As at 2 March 2023, there were no material subsequent events to disclose. 
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BUSINESS REVIEW 

 TALIAN EAL S UNDS  I  R  E TATE F  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Further details of all remaining RE Fund Investments as at 31 December 2022 can be found in the table below: 

 

 
 

Fund  

Inve ment II st

Fund  

Investment V 

Investment Date  Jul-  14 Q2-17 

Eurocastle Ownership  49.7% 49.6% 

Fund Type  Private  Private 

Collateral Type  
2 luxury residential 

redevelopments 

1 luxury residentia  l 

redevelopment  

Collateral tion Loca  Rome Rome 

Eu castro le YE 22 Adjusted V per 20 NA

s  hare
 - €0.63 

Fund Leverage  0% 0% 

Legal Fund Maturity  In liquidation In liquidation 

RE Fund 

Investments 
Equit ves d y In te

€ million 
 

Total 

Cash flows 

Distributed 

to Eurocastle 
€ lionmil  

Of which 

Received in 

2022 
€ million  

Adjusted 

NAV 
€ million 

Adjusted 

NAV 
€ per share 

 Total Return 

(Cash flows 

Distributed  

+Adj. NA  V)

€ million 

II 15.4  15.1 1.0  - -  15.1 

V 5.6  7.4 2.4  0.6 0.63  8.0 

TOTAL 21.0  22.5 3.4  0.6 0.63  23.1 

Since 2014, Eurocastle has made several investments in this asset 

class, inve  five separate r l e ate funds; of sting €67.2 million in ea st

which three have been fully realised. 

The Company opportunistically targeted either public or private 

funds that could be acquired at a significant discount to the 

value of their underlying assets. 

Following adoption of the Realisation Plan the Company plans , 

to continue to hold and realise these assets in accordance with 

existing business plans. It will support these investments to the 

extent required to optimise returns and distribute cash to 

shareholders when availabl  e.

RE Fund Investments U  pdate

During 22, Company s RE Fund interests comprised two private Italian rea est e red elopment funds. 20 the ’ l at ev
 

• RE  - As at 31 December 2022, all units in both buildings were sold with the fund now in liquidation. In 2022, the Company received Fund II 

€1.0 llion, or 70% of the 2021 YE NAV of this investment T  inves ent carrying value at year end reflects no further cash flows from mi . he tm ’s 

the fund while the fund manager resolves certain potential liabilities and seeks to liquidate the fund. During 2022, a fair value decrease of  

€ k, or €402 0.  per share, was recognise  40 d.

 

• RE Fund V  As at 31 December 22, all units in both buildings sold with the fund now in liquidation The Q4 2022 NAV is represented by – 20 . 

the net cash of the fund together with the value of units under contract. In 2022, the Company received distributions 2.4 million, or 103of € % 

of the 2021 YE NAV of this investment. During 2022, a fair value increase of € k or €684 0.69 per share was recognised.  

 

Italian RE funds   22 Adjusted NAV Brid  – FY 20 ge
 n) (€ millio

 

 

€3.7

€0.6

(€3.4)

€0.3

Q4 2021

NAV

Cashflow

Distributed

Fair Value

Movement

Q4 2022

NAV
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FINANCIAL REVIEW 

I  S  F T  YNCOME TATEMENT OR HE EAR NDED ECEMBER E  31 D  2022 

Income 

Statement  
Income  

Statement  
2022 2021 

€ Thousands € Thousa s nd

Portfolio Ret  urns

Italian Ls & O er LoNP th ans realised gain  6 11  114 

Italian NPLs & Other Loans unrealised fair value movement  -  488 

Real Estate Funds realised fair val  movement ue  -    129 

Real Estate Funds unrealised fair value movement  282  1,932 

Fair value movement on Italian investments  398  3 2,66

Fair value movements on residual Legacy entitie  s   9   2  75

Interest income   68  - 

Loss on foreign currency translation    (7)  (5) 

Total income  468  2,933 

Operating Expenses 

 Interest expense    12   7 

    Manager base and incentive fe  es   92 1  75

    Remaining operating expenses 1,247 1,687 

Other operating expenses 1,3  39 1,862 

Total expenses 1,351 1,869 

(Loss) profit for the  / year (883) 1,064 

€ per share (0.5  8) 0.57 

B  S   A NAV R  31 D 2022 ALANCE HEET AND DJUSTED ECONCILIATION AS AT ECEMBER 

Italian  

Investments 

€ Thousands 

Corporate 

€ Thousands 

Total 

€ Thousands 

Assets 

Cash and cash equivalents - 17,721 17,721 

Other assets - 109 109 

Legacy German tax asset - 4,645 4,645 

Investme s: nt

Real Estate Funds 628 - 628 

Total assets 6  28 22,4  75 23,103 

Liabilities 

Trade and other payables - 736 736 

Manager base and incentive fees - 17 17 

Total liabilities - 753 753 

IFR Net Asset Value S 628 21,722 22,350 

Liquidation cash reserve - (5,537)  (5,537) 

Legac German tax cash reserve y - (1,888) (1,888) 

Legacy German tax asset - (4,645)  (4,6 )  45

Adjusted NAV 628 9,652 10,280 

Adjusted NAV (€ per Share) 0.63 9.69 10.33 
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FINANCIAL REVIEW 

A  RDDITIONAL ESERVES

The table below summarises the movement of Eurocastle's Additional Reserves, set as part of the Realisation Plan in 2019. In light of the 

disposal of the majority of its investments, the Company has taken a prudent view in managing its cash and accordingly implemented 

various reserves which sought to ensure that the Company could continue to meet known, potential and unknown future liabilities over the 

period which  anticipated would be required for the Company to complete the realisation of its investments and then be liquidated in an it

orderly fashion. The Additional Reserves are not accounted for under IFRS as no formal commitments for these future costs and potential 

liabilities exist.    

As at 31 December 1 5 million is specifically related to the disposal of a 2022, the Additional Reserves totalled €12. million, of which €6.

legacy German property subsidiary in prior years, with t 5 llion in place to allow for an orderly liquidation he balance of approximately €5. mi

process. Notwithstanding the Company’s expectation that the legacy German tax matter will eventually be resolved in the Company’s 

favour, as at 31 December 2022, the potential liability was fully reserved for within the Additional Reserves. 

Eurocastle started the year with €14.8m of Additional Reserves to fund future costs and potential liabilities. These reserves currently stand 

at €12. ter utilising €1 million as at 31 December 2022 af 1.4 million of reserves in line with anticipated costs and a release of the existing 

reserves of €1.3 million in the year. 

Dec 2021 

Additional 

Reserves  

€ million 

Reserves 

 paid/ payable  

in 2022 

€ mill nio  

Dec 2021 Reserves  

after paid/ payable  

in 2022 

€ million 

Q4 2022  

Reserves 

€ million 

2022 Net  

M ment on ove

Reserves  

€ million 

Legacy German Tax Reserve 4 (7.4) 0.0 (7.3) (6 ).5  0.8 

Liquidation Reserve (7.4) 1.4 (6.0) (5.5) 0.5 

Total (14.8) 1.4 (13.3) (12.1) 1.3 

Per Share5 (14.82) 1.43 (13.39) (12.12) 1.26 

Additi al on

Reserves as at 

announcement of 

Realisation Plan 

€ million 

Reserves 

paid/ payable 

since Realisation 

Plan 

€ mill n io  

Reserves 

after paid/ payable 

since Realisation 

Plan 

€ million 

Q4 2022  

Reserves 

€ million 

2022 Net  

M ment on ove

Reserves  

€ million 

Legacy German Tax Reserve 47 (7.1) 0.2 (6.9) (6.5) 0.3 

Liquidation Reserve (12.9) 6.1 (6.8) (5.5) 1.3 

Total (20.0) 6.3 (13.7) (12.1) 1.6 

Per Share5 (20.05) 6.28 (13.77) (12.12) 1.64 
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DIRE RTCTORS’ REPO  

 

 
 

DISTRIBUTION  

Duri  the year ended 31 December 2022, no distributions were declared or paid (during the year ended 31 December 2021 the Company ng , 

declared and paid a distribution 2020).  €1.0 million or €0.54 per share relating to 

DIRECTORS 

The Directors who have held office ring the year were:   du

 

Randal A. Nardo  (resigned 23 August 2022) ne

Constantine (Dean) Dakolias (appointed at the AGM on 8 September 2022) 

Claire W ttethi 6 

Jason Sherwill6 

Peter Smith 

Simon J. Thornton 6 
 

 

D IIRECTO  RS NTERESTS 

 

The interests of the Directors in the voting ares of Eu s e are as follows:sh roca tl   

 

S  SUBSTANTIAL HAREHOLDI S NG

Per the shareholder regi er and as at 28 February 23, st 20 the follo ng shareholders had an interest in 3% or more of rocastle's share wi Eu

capital: 

 % Holdings8 

Nederlands  Centraal Inst uut Voor Giraal Effectenv keer BV it er 60% 

Euroclear Nominees Limited 25% 

Vidacos Nominees Limited 8% 

 

Eurocastle is subject  EU transparency rules as a result of its listing on an E regulated market and, cons ntly, shareholders are to U eque

required to notif the relevant regulators of certain chang  to the per age of voting rights in Eurocastle held by them.  y es cent

 

A number of individual shareholders have made a notification of exceeding the reporting thresholds per t   ansparency rules as he EU tr

implemented in the Netherlands. These notifications are registered in the public register maintained by the Netherlands Authority for 

Financials Markets (AFM) and can be found at the following website . e shareholding above s been obtained from the  www.afm.nl Th ha

share register which record legal title to the Co The shareholdings listed above may therefore not reflect beneficial , s mpany’s shares. 

ownership. 
 

 

 

 

 

 As at  As at  

  31-Dec-22 31-D -21 ec

Randal A. Nardone7 (resigned 23 August 2022) 7,662 7,662 

Dean Dakolias (appointed at the AGM on 8 September 2022) - - 

Claire Whittet 6  ,324 5, 4 32

Jason Sherwill 14,9  65 13  ,965

Peter Smi  th - - 

Simon J. Thornton 13,  427 12,427 
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DIRE RTCTORS’ REPO  

 

AUDITORS 

BDO LLP were re-appointed dur g the period and have expressed a willin ess to continue in office.in gn  

C GORPOR E AT OVERNANCE 

The D ectors have applied the principles of the Guer ey Code  Corporate Governance which came into effect  1 January 2ir ns of from the 012. 

 

As a Guernsey incorporated c pany which is managed and controlled in ernsey, Eurocastle Investment Lim ed is subject om Gu it to t  he

provisions of the UK City Code on Takeovers a  Mergers. nd

 

MANAGEMENT GREEMENT A

The Independent Directo  ve reviewed the continued appointment of the Mana r. In carrying out the review, the Indep denrs ha ge en t 

Directors considered the pas performance of t  Company d e capability and resources the Manager t deliver satisfactory t he an th of o 

investment performance a  ve concluded that the continued appointment of th Manager is in the best interest of the s reholders. nd ha e ha
 

D SIRECTORS’ T EMENTS S O ISCLOSURE F NFORMATION O UDITORSAT  A  T  D  O  I  T  A  

The Directors who were mbers of the Board at the time of approving the Directo eport are liste on page 7. Having made enquiries of me rs’ R d 

fellow Directors and of Euroc s auditors, each of these Directors confirms that: astle’
 

− to the best of each s knowledge and lief, there is  information (that is, formation needed by th C panyDirector’ be no in e om ’s auditors 

in connection with preparing thei report) of which Euroca uditors are unaware; and r stle’s a

− each Director has taken all the ste  a Director might reasonably be expected ps to have taken to be aware of relevant audit 

information and to est l h that Eurocast ors are aware of that rmation. ab is le’s audit info
 

G COING ONCERN 

Following the announcement of the Realisation Plan in 2019, the Directors have assessed, and continue to have a reasonable expectation, 

that the Company will be able to continue in operation and meet its liabilities as they fall due. The Directors have reviewed the Company’s 

processes to control those risks to which the Company is exposed, as disclosed in note 3, as well as reviewing the annual budget, including 

the additional reserves set aside as part of the Realisation Plan. As a result of the Realisation Plan, no contractual commitments have become 

onerous and no commitments for further realisation costs have been made. Therefore, no provisions have been recorded in the financial 

statements for the future costs of the business. In particular, neither COV - nor the ongoing war in Ukraine is expected to have a ID 19 

significant impact on the Company's liquidity. The Directors have also reviewed forecasts that have been sensitised to reflect plausible 

downside scenarios. The Directors have determined that there is no material uncertainty that casts doubt on the entity’s ability to continue 

as a going concern. The Directors have also considered the above in light of the Relaunch.   

As a result of this, the Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence 

for the foreseeable future. For this ason they continue to adopt the going concern basis in preparing the financial statements. re

D SIRECTORS’ TATEMENTS URSUANT O ISCLOSURE ND P  T  THE D  A  TRANSPAREN ULESCY R  

Each of the Directors as at 31 December 2022 hose nam  are listed o ge 7) confirms at,  the best of ea  r(w es n pa th to ch pe son’s knowledge and 

belief: 
 

− the financial st ts, prepared in accordance with Intern nal Financi  Reportin Standards, as adopted by the EU, give a atemen atio al g 

true and fair view of the assets, liabilities, financial position an ss of the Company; and d lo

− the Report of the Directors contained in the An  port includes a fair view of the development and per mance  the nual Re re for of

busine  and the position of the Company, together with a desc ption of the principal risks and uncertainties that they fa  as ss ri ce

disclosed in note 3 of the Annual Report. 
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS  

STA T TEMEN O D RF IRECTO  RS’ ESPONSIBILITIES IN RESPEC  INAN A TATT OF THE F CI L S EMENTS 

The Directors are responsible for preparing the financial statements in accordance with applicable Guernsey law and ge rally accepted ne

acc nting principles. ou

Guernsey Compan law requires the Directors to prepare financi  atements for e h finan  year which give a true and fair view of thy al st ac cial e 

state of affairs of the Company d of the profit or loss of t  Comp y for that year.  In prep ing these financial statements, th Directoran he an ar e s 

shoul  d:

− select suitable accounting policies and then ply the istently;ap m cons

− make judgements and estimates that are reasonable and prudent;

− state whether applicable accounting st dards have been followed, subject to any material departures sclosed and explained ian di n 

the financial statem ts; anden

− p pare t  financ atements on the going concern basis unless it is inappropriate to presume that the Company will continuere he ial st

its business.

The Directors are r ponsible for keeping proper accoun ng records that disclose with reasonable accu cy at any time th financi  p ion es ti ra e al osit

of the Company and enable them to ensure that the financial statements comply with the Companies (Guernsey) Law, 08.  They are also 20

responsible for safeguarding the as ts of th Compa  d hence for taking reason le steps for the eventio tection of fraud and se e ny an ab pr n and de

other irregularities. 

The Directors are responsible for the maintenance and integrity of the co orate and financia information included on the Companrp l y 

website. Legislation in Guernsey governing t  eparation and ssemina  o financial statements may differ from legislation in other   he pr di tion f 

jurisdictions. 

F  L  S  ORWARD OOKING TATEMENTS

This release con ins statements tha constitute forwa -looki  sta me Such forward-looking atements may relate to, among other ta t rd ng te nts. st

th gs, fut itments to sell real estat and achievement of disposal targets, availability of investment and divestment opportunit s, in ur mme co e ie

timing or certa ty of completion of acquisitio  a  sposals, the operating performance of our vestments and fin cing ne  in ns nd di in an eds.

F ward-looking statements ar generally identifiable by use of forward-looking terminology su willor e ch as “may”, “ ”, “should”, “potential”, 

“ end”, “expect”, “endeavor”, “s ” “an ate”, “ ”, “overestimate”, “un timate”, “bel ”, “co ”, “p ”, int  eek , ticip estimate deres  i eev uld”, “project redict

"proje continu  l or other similar words or expressions. Forward-looking atements are based on certain ct", “ e”, “p an”, “forecast” st

assumptions, discuss fut e expectations, describe future plans and str egies, contain pr ections o lts  operations or of fi nciaur at oj f resu of na l 

condition or state other forward-looking information. The Company lity to pred t results or the a ual effect of future plans or ’s abi ic ct

st s ra gies is limited. Although the Company believete that the expectat ns reflio ected in lo ch forward-su oking stat ents are based  em on

reasonable assumptions, its actual results and performance may differ m erially from those set forth in the forward- okin stat lo g atements. 

These forward-l ing statements are ook subject to risks, u ertaint other factors that may cau  the Compan  tual results in future nc ie d s an se y’s ac

periods to differ materially from forecasted resu s or stated expect ions including the risks regar ng Eurocastl lity to declare lt at di e’s abi

dividends, or hie  its targets regardinac ve g asset disposals o asset perform ce. r an

Registered Office 

Oak House 

Hirzel Street 

St. Peter Port 

Guernsey 

GY1 2NP 

On behalf of the ard Bo

Simon J. Thornton 

Director an udit Committee Chai  d A rman

D 2 March 2023ate: 
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INDEPENDENT AUDITOR’S REPORT 

 

I  ANDEPENDENT UDITOR’S RE RT O EMBERS F UR ASTLE NVESTMENT IMITED PO  T  THE M  O  E OC I  L

 

O O T F S  PINION N HE INANCIAL TATEMENTS   

 

In our opinion, the financial statements: 

 

• give a true and fair view of the state of the Company’s affairs as at 31 December 2022 and of its loss for the year then ended; 

• have been properly prepared in accordance with International Financial Reporting Standards as adopted by the European Union; 

and 

• have been properly prepared in accordance with the requirements of the Companies (Guernsey) Law, 2008. 

 

We have audited the financial statements of Eurocastle Investment Limited r the year ended 31 December 2022 which (the ‘Company’) fo

comprise the Income Statement, the Balance Sheet, the Cash Flow Statement, the Statement of Changes in Equity  and the notes to the 

financial statements, including a summary of significant accounting policies. The financial reporting framework that has been applied in 

their preparation is applicable law and International Financial Reporting Standards as adopted by the European Union. 

 

B  O  OASIS F PINION 
 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 

under those standards are further described in the Auditor’s responsibilities for the audit of the financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion 

 

INDEPENDENCE 

 

We remain independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial 

statements in the UK, including the FRC’s Ethical Standard as applied to listed entities, and we have fulfilled our other ethical 

responsibilities in accordance with these requirements. 

 

C  RONCLUSION ELATI O NG ERNNG T  GOI  CONC  
 

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting in the preparation of 

the financial statements is appropriate. Our evaluation of the Directors’ assessment of the Company’s ability to continue to adopt the going 

concern basis of accounting included: 

 

• Reviewing the forecasted cash flows that support the Directors’ assessment of going concern by comparing the forecasted cash 

flows due to be received to actual cash flows received after year-end, as well as taking into account any new investments made 

after year end following the relaunch of the Company’s investment activity; 

• Assessing the sensitivity of the forecasted cash flows to changes in the future financial performance of the Company and its 

investments; and 

• Challenging the appropriateness of the Directors’ assumptions and judgements made with regards to the going concern forecasts 

specifically the forecast level of expenditure and the sufficiency of cash reserves to cover this in both base case and stress-tested 

scenarios which considered the outcome of any contingent liabilities.  

 

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually 

or collectively, may cast significant doubt on the Company’s ability to continue as a going concern for a period of at least twelve months 

from when the financial statements are authorised for issue.  

 

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this 

report. 
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INDEPENDENT AUDITOR’S REPORT 

 

OVERVIEW 

 
     

     

     

 

Key audit matters     

 

 2022 

 

2021 

Recoverability of the legacy German tax asset  

 

Valuation, existence and ownership of 

investments Non Performing Loans and —

Real Estate Funds 







 

 

Valuation, existence and ownership of investments  Non Performing Loans and Real Estate —

Funds is no longer considered to be a Key Audit Matter due to the full realisation of the Non-

Performing Loans portfolio and the balance of the Real Estate funds investments being 

immaterial  . 

Due to the materiality and judgement involved in assessing the recoverability of the Legacy 

German Tax Asset, we consider  this to be a Key Audit Matter.  ed

 

Materiality 
Company financial statements as a whole 

€ : €10.7m (2021 .0 : m) based on 3% (2021 3%) of Net assets (2021: Net assets) 

 

A O O T S O O AN VERVIEW F HE COPE F UR UDIT 
 

Our audit was scoped by obtaining an understanding of the Company and its environment, including the Company’s system of internal 

control, and assessing the risks of material misstatement in the financial statements.  We also addressed the risk of management override of 

internal controls, including assessing whether there was evidence of bias by the Directors that may have represented a risk of material 

misstatement. In particular, we looked at where the Directors made subjective judgements, for example in respect of assessing the 

recoverability of the legacy German tax sset. 
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INDEPENDENT AUDITOR’S REPORT 

 

K A MEY UDIT ATTERS 

 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements of 

the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we identified, 

including those which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing the efforts 

of the engagement team. This matter was 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 this matter. 

 
Key audit matter  How the scope of our audit addressed the key a it matter ud

Recoverability of the 

Legacy German Tax Asset  

Refer to note 2, 7 and 

17 

During the year the German Tax 

Authorities finalised their 

review of historic tax returns 

filed between 2008-2012 by the 

entities that owned the Turret 

portfolio, a German property 

portfolio disposed of by the 

Company in prior years. 

The Company is in the process 

of appealing the judgement. 

However to avoid incurring 

interest on the assessed tax 

liabilities, payment on account 

has been made. The Company 

believes that the German Tax 

Courts will ultimately find in 

their favour, and therefore in 

line with the requirements set 

out in IFRIC 23 and IAS 12, the 

Company has concluded that 

the amount is fully recoverable. 

There is a risk that while the 

judgement is being appealed the 

legal position changes and that 

it is no longer probable that the 

German Tax Courts will find in 

the Company’s favour and that 

the relevant tax asset should be 

impaired. 

Given the judgement involved 

and the materiality to the 

financial statements as a whole, 

we considered the recoverability 

of this balance to be a key area 

of our overall audit strategy and 

allocation of our resources and 

hence a Key Audit Matter. 

   

We consulted directly with our internal tax expert and the Company’s 

advisors, to consider whether the legal position regarding the 

recoverability of the Legacy German Tax Asset has changed and 

reviewed the evidence presented by the Company to support their 

position.  

We assessed the competence, capabilities and expertise of the 

Company’s advisors (‘the expert’), through consideration of the 

qualifications held by the expert and the position held in the firm 

employing the expert. We also considered the services provided by the 

firm, which employs the expert and the independence and objectivity of 

the expert. 

We also reviewed the most recent correspondence including the appeal 

notice to identify any matters which could impact the recoverability of 

the Legacy German Tax Asset.  

 

Key observations: 

Based on the procedures we performed we found the 

judgements made by management in assessing the 

recoverability of the Legacy German Tax Asset to be 

appropriate. 
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INDEPENDENT AUDITOR’S REPORT 

 

O A OUR PPLICATION F  MATERIAL YIT

 

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements. We consider   

materiality to be the magnitude by which misstatements, including omissions, could influence the economic decisions of reasonable users 

that are taken on the basis of the financial statements.  

 

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a lower materiality level, 

performance materiality, to determine the extent of testing needed. Importantly, misstatements below these levels will not necessarily be 

evaluated as immaterial as we also take account of the nature of identified misstatements, and the particular circumstances of their 

occurrence, when evaluating their effect on the financial statements as a whole.  

 

Based on our professional judgement, we determined materiality for the financial statements as a whole and performance materiality as 

follows: 

 

 Company financial statements 

 2022 2021 

Materiality €0.7m €1.0m 

Basis for determining materiality 3% of Net assets 

Rationale for the benchmark applied We consider net assets to represent the most appropriate basis for setting materiality 

as it represents the interest of the users of the financial statements. 

Performance materiality €0.5m €0.75m 

Basis for determining performance materiality 75% of total materiality 

The level of performance materiality applied was set after having considered a 

number of factors including the expected total value of known and likely 

misstatements and the level of transactions in the year. 

 

 

R TEPORTING HRESHOLD 
 

We agreed with the Audit Committee that we would report to them all individual audit differences in excess of €33,000 (2021: €20,000).  We 

also agreed to report differences below this threshold that, in our view, warranted reporting on qualitative grounds. 

 

O ITHER NFORMATION 
 

The directors are responsible for the other information. The other information comprises the information included in the annual report other 

than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the other information 

and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. Our 

responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent with the 

financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be materially misstated. If we identify 

such material inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material 

misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a material 

misstatement of this other information, we are required to report that fact. 

 

We have nothing to report in this regard. 
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INDEPENDENT AUDITOR’S REPORT

O CTHER OMPANIES UERN Y A EPORTING(G SE ) L W 2008 R  

We have nothing to report in respect of the following matters where the Companies (Guernsey) Law, 2008 requires us to report to you if, in 

our opinion: 

• proper accounting records have not been kept by the Company; or

• the financial statements are not in agreement with the accounting records; or

• we have failed to obtain all the information and explanations which, to the best of our knowledge and belief, are necessary for the

purposes of our audit.

O RTHER EPORTING UROPEA - E N S EINGLE LECTRON ORMIC F AT (ESEF) 

Th Company ha prepared its annua report in ESEF. The requirements for thi are set out in the Delegated Regulation 2019/815 with e s l s (EU) 

regard to regulatory technical standards on the specification a single electronic reporting format (hereinafter: the RTS on ESEF). of 

In opinion, the annual report prepared in XHTML-format, including the financial statements of Eurocastle Investment Limited, has our 

been prepare in all materia respect with th RTS on ESEF. d l s e 

Management is responsible for preparing the annual report including th financial statements, in accordanc with the RTS on ESEF. e e 

Our our l responsibility is t obtain reasonable assuranc for o e opinion whether th annuae report complies with th RTS on ESEF. e 

Our procedure included: s 

• obtaining an understanding of the entity’s financial reporting process, including the preparation of the annual financial report in

XHTML-format; and

• identifying and assessing the risks that the annual report does not comply in all material respects with the RTS on ESEF and

designing and performing further assurance procedures responsive to those risks to provide a basis for our opinion, including

examiningwhether the annual financial report in XHTML-format is in accordance with the RTS on ESEF.

RESPONSIBILITIES F IRECTORSO  D

As explained more fully in the Statement of Directors’ responsibilities, the Directors are responsible for the preparation of the financial 

statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors determine 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, the Directors ar o continue as a going concern, e responsible for assessing the Company’s ability t

disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the Directors either intend 

to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

A RUDITOR’S ESPONSIBILITIES UDIT F INANCIAL TATEMENTS FOR THE A  O  THE F  S  

Our objectives are to obtain reasonable assurance about whether the financial statements as whole are free from material misstatement, a 

whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, 

but is not a guarantee that an audit conducted in accordance with ISAs (UK) 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. 

Extent to which the audit was capable of detecting irregularities, including fraud 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our 

responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our 

procedures are capable of detecting irregularities, including fraud is detailed below: 

We gained an understanding of the legal and regulatory framework applicable to the Company and industry in which the Company 

operates, and considered the risk of acts by the Company which were contrary to applicable laws and regulations, including fraud. We 
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considered the significant laws and regulations to be Companies (Guernsey) Law, 2008, Euronext Rule Book and International Financial 

Reporting Standards as adopted by the European Union.    

Our procedures included: 

• agreement of the financial statement disclosures to underlying supporting documentation;

• enquiries of management and those charged with governance relating to the existence of any non-compliance with laws and

regulations;

• review of minutes of Board meetings throughout the period  any non-compliance with l  and regulations; andfor aws

• obtaining an understanding of the control environment in monitoring compliance with laws and regulations.

We assessed the susceptibility of the financial statements to material misstatement, including fraud and considered the fraud risk areas to be 

the Recoverability of the Legacy Tax Asset and management override of controls. 

Our procedures included: 

• Recalculated investment management fees in total;

• Obtained independent confirmation of bank balances;

• The procedures set out in the Key Audit Matters section of our report; and

• Testing journals which met a defined risk criteria by agreeing to supporting documentation and evaluating whether there was

evidence of bias by the Investment Manager and Directors that represented a risk of material misstatement due to fraud.

We communicated relevant identified laws and regulations and potential fraud risks to all engagement team members and remained alert to 

any indications of fraud or non-compliance with laws and regulations throughout the audit. 

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, recognising that the risk of not 

detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve 

deliberate concealment by, for example, forgery, misrepresentations or through collusion. There are inherent limitations in the audit 

procedures performed and the further removed non-compliance with laws and regulations is from the events and transactions reflected in 

the financial statements, the less likely we are to become aware of it. 

A further description of our responsibilities is available on the Financial Reporting Council’s website at: 

www.frc.org.uk/auditorsresponsibilities.   This description forms part of our auditor’s report.

U O O RSE F UR EPORT 

This report is made solely to the Company’s members, as a body, in accordance with Section 262 of the Companies (Guernsey) Law, 2008. 

Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an 

auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other 

than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed. 

Christopher You  ng

For and on behalf of BDO LLP 

Chartered Accountants and Recognised Auditor 

London, UK 

2 March  23 20

BDO LLP i a limited liability partnership reg tered in England and Wales (with registered number OC305127).s is
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E TES NDNO

 

1 Per share calcula ons for Eurocastle throug ut this document are based on the weighted average or outstandi  voting shares and ti ho ng

therefore exclude shares held in treasury. As at 31 December 22, a total o 0 ion shares were in issue of which 0 million were 20 f 1. mill 1.

voting shares and no shares were ld in treasury. Amounts per share are therefore calculated on t  lowing basis: Q4 22 t Asset he he fol 20 Ne

Value per AV per  0 million voting shares in is e Q4 2021 NAV per share based on 1.9 million voting shar Q3 22 share (“N share”) – 1. su ; es; 20

NAV per share b  on 1.0 million voting shares. ased
2 In ht of the Realisation an, the Adjusted reflects the additional reserves for future costs and potential liabilitie  which have not lig Pl NAV s,

been accounted for under the IFRS NAV. 
3  Refer to page 5 for further details.
4 In March 2022, the Company made a paymen llion in relation to the legacy German tax matte  Notwithstanding the C  t of €4.6 mi r. ompany’s 

expec 1 December 2022, this tax asset was fully tation that the tax matter will eventually be resolved in the Company’s favour, as at 3

reserved for within the Additional Reserves 
5 Per share calcula on based on 1.0 million shares po  Aug 22 tender offer.ti st  
6  Independent director.
7 Randal A. Nardone is a member of Fortress Operatin Entity I LP (registered holder of  shares) and Principal Holdings I LP (registered g 38

holder of 7  shares) and as a result of these relationships he is interested in the shares owned by these entities. The Manager and its 50

principals hold an additional 13,514 shares in the Company.  
8 Percentages calc on 1.0 million v ing sh es in issue.ulated ot ar  

 



EUROCASTLE INVESTMENT LIMITED

INCOME STATEMENT

Year ended 

31 December 

2022

Year ended 

31 December 

2021

Notes €'000 €'000

Portfolio Returns

Realised fair value gain on Italian investments 4 116 243

Unrealised fair value movements on Italian investments 4 282 2,420

Realised fair value movements on other investments 4 9 275

Other income

Interest income 68 -

Loss on foreign currency translation (7) (5)

Total income 468 2,933

Operating expenses

Interest expense 12 7

Other operating expenses 5 1,339 1,862

Total expenses 1,351 1,869

Net operating (loss) / profit before taxation (883) 1,064

Tax on (loss)/ profit 2 - -

Total tax expense - -

(Loss) / Profit for the year (883) 1,064

Attributable to:

Ordinary equity holders of the Company (883) 1,064

(Loss) / profit for the year (883) 1,064

€ €

Earnings per ordinary share
(1)

Basic and diluted 11 (0.58) 0.57

The Company had no other comprehensive income in the year ended 31 December 2022 and the year ended 31 December 2021.

(1)

See notes to the financial statements (page 21 to 34) which form an integral part of these financial statements.

Earnings per share is based on the weighted average number of shares in the year of 1,514,850 (31 December 2021: 1,856,158). Refer to note 11.
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EUROCASTLE INVESTMENT LIMITED

BALANCE SHEET

As at 31 

December 

2022

As at 31 

December 

2021

Notes €'000 €'000

Assets

Cash and cash equivalents 6 17,721 28,356

Other assets 7 109 115

Investments 8 628 5,062

Legacy German tax asset 7 4,645 -

Total assets 23,103 33,533

Equity and Liabilities

Capital and reserves

1,615,091 1,624,762

Accumulated losses (1,592,741) (1,591,830)

Total equity 22,350 32,932

Liabilities

Trade and other payables 10 753 601

Total liabilities 753 601

Total equity and liabilities 23,103 33,533

See notes to the financial statements (page 21 to 34) which form an integral part of these financial statements.

The financial statements were approved by the Board of Directors on 2 March 2023 and signed on its behalf by:

Simon J. Thornton

Director and Audit Committee Chairman

Issued capital, no par value, unlimited number of shares authorised
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EUROCASTLE INVESTMENT LIMITED

CASH FLOW STATEMENT

Year ended 

31 December 

2022

Year ended 

31 December 

2021

Notes €'000 €'000

Cash flows from operating activities

(Loss) / profit for the year before taxation (883) 1,064

Adjustments for:

Realised fair value gain on Italian investments 4 (116) (243)

Unrealised fair value movements on Italian investments 4 (282) (2,420)

Realised fair value movement on other investments 4 (9) (275)

Interest expense 12 7

Interest income (68) -

Loss on foreign currency translation 7 5

Total adjustments to (loss) / profit for the year (456) (2,926)

(Increase) / decrease in other assets 6 (4)

(Decrease) in trade and other payables (206) (423)

Movements in working capital (200) (427)

Disposal of Italian investments 8 1,254 -

Cash distribution from Italian investments 8 3,578 6,284

Cash distribution from other investments - 28

Interest received 54 -

Interest paid (12) (7)

Cash movements from operating activities 4,874 6,305

Cash (used in) / generated from operations 3,335 4,016

Taxation paid - Legacy German Tax 17 (4,645) -

Net cash flows from operating activities (1,310) 4,016

Cash flows from financing activities

Repurchase of share capital including costs 12 (9,325) -

Distribution paid 13 - (1,001)

Net decrease in cash flows from financing activities (9,325) (1,001)

Net (decrease) / increase in cash and cash equivalents (10,635) 3,015

Cash and cash equivalents, beginning of the year 28,356 25,3416

Total cash and cash equivalents, end of the year 17,721 28,3566

See notes to the financial statements (page 21 to 34) which form an integral part of these financial statements.
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EUROCASTLE INVESTMENT LIMITED

STATEMENT OF CHANGES IN EQUITY

Share 

capital

Accumulated 

losses

Total 

equity

€'000 €'000 €'000

As at 1 January 2021 1,625,741 (1,592,872) 32,869

Profit for the year - 1,064 1,064

- 1,064 1,064

Shares issued to Directors (note 12) 22 (22) -

Distributions declared and paid (note 13) (1,001) - (1,001)

1,624,762 (1,591,830) 32,932

Loss for the year - (883) (883)

- (883) (883)

Contributions by and distributions to owners:

Shares issued to Directors (note 12) 28 (28) -

Shares Tender (note 12) (9,699) - (9,699)

1,615,091 (1,592,741) 22,350

Total comprehensive loss for the year

As at 31 December 2022

Total comprehensive profit for the year

Contributions by and distributions to owners:

As at 31 December 2021

EUROCASTLE INVESTMENT LIMITED |   2022 ANNUAL REPORT   20 



EUROCASTLE INVESTMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. BACKGROUND

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fair value movements on investments

Interest expense

Interest income

Interest charges on Euro corporate cash deposits are recognised in the income statement on an effective interest rate method.

Fair value movements on un-quoted investments includes revaluation gains and losses from the underlying investments. The Company's investments during the

period comprised Italian NPLs & other loans, real estate fund units and intermediate holding companies (refer to note 8).

Eurocastle Investment Limited (“Eurocastle”, the "Company") was incorporated in Guernsey, Channel Islands on 8 August 2003 and commenced its operations on 21

October 2003. Eurocastle is a Euro denominated Guernsey closed-end investment company listed on Euronext Amsterdam (formerly listed on the London Stock

Exchange) regulated by the Nederlands Authority for Financial Markets (“AFM”), which is also now its home state regulator as a result of Brexit. Eurocastle is subject

to EU transparency rules as a result of its listing on an EU regulated market and, consequently, shareholders are required to notify Eurocastle and the AFM when their

holding of the issued share capital and/or of the voting rights in Eurocastle reaches, exceeds or falls below certain thresholds, whereby the lowest threshold is 3%.

Basis of preparation

Eurocastle is externally managed by its investment manager, FIG LLC (the “Manager”). The Manager was acquired by Softbank Group Corp (9984: Tokyo)

(“Softbank”) on December 27, 2017 and operates as an independent business within Softbank under the continuing leadership of Pete Briger, Wes Edens and Randal

Nardone. Eurocastle has entered into a management agreement (the “Management Agreement”) under which the Manager advises the Company on various aspects of

its business and manages its day-to-day operations, subject to the supervision of the Company’s Board of Directors. For its services, the Manager receives an annual

management fee and incentive compensation (as well as reimbursement for expenses, including expenses of certain employees providing asset management and

finance services), as described in note 14. The Company has no ownership interest in the Manager.

Interest income on Euro corporate cash deposits are recognised in the income statement on an effective interest rate method.

Until December 2019, the activities of the Company included investing indirectly in Italian performing and non-performing loans (''PLs'' / ''NPLs''), distressed loan

assets and other credit receivables, Italian loan servicing platforms, real estate related assets and other related businesses in Italy. On 18 November 2019 the Board of

Directors (“Board”) announced a plan to realise the majority of the Company’s assets in order to accelerate the return of value to the Company’s shareholders (the

“Realisation Plan”). On 8 July 2022, the Company announced the relaunch of its investment activity and will initially focus on opportunistic real estate in Greece with

a plan to expand across Southern Europe, where the Manager has an extensive footprint and a long track record investing in this asset class (the ''Relaunch''). The

Company’s new investment strategy seeks to leverage the Manager’s deep knowledge of the sector, which offers significant investment opportunities in the current

market cycle. 

Significant estimates and judgements

In preparing these financial statements, management has made judgements, estimates and assumptions that affect the application of the accounting policies and the

reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an

ongoing basis. Revisions to estimates are recognised prospectively. 

The areas involving significant judgements are:

- treatment of a potential tax liability associated with the disposal of a legacy property subsidiary in prior years - refer to note 17

- recognition of tax asset associated with the disposal of a legacy property subsidiary in prior years - refer to note 17

Following the classification of the Company as an investment entity under IFRS 10 in July 2017, the Company does not consolidate the entities it controls and

therefore fair values all of its investments (whether through subsidiaries or joint ventures). These separate financial statements of the Company are its only financial

statements.

Following the announcement of the Realisation Plan in 2019, the Directors have assessed, and continue to have a reasonable expectation, that the Company will be

able to continue in operation and meet its liabilities as they fall due. The Directors have reviewed the Company’s processes to control those risks to which the

Company is exposed, as disclosed in note 3, as well as reviewing the annual budget, including the additional reserves set aside as part of the Realisation Plan. As a

result of the Realisation Plan, no contractual commitments have become onerous and no commitments for further realisation costs have been made. Therefore, no

provisions have been recorded in the financial statements for the future costs of the business. COVID-19 and the ongoing war in Ukraine is not expected to have a

significant impact on the Company's liquidity. The Directors have also reviewed forecasts that have been sensitised to reflect plausible downside scenarios. The

Directors have determined that there is no material uncertainty that casts doubt on the entity’s ability to continue as a going concern. The Directors have also

considered the above in light of the Relaunch. As a result of this, the Directors have a reasonable expectation that the Company has adequate resources to continue in

operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing the financial statements.

These financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the European Union on a going concern

basis and under the historical cost basis of accounting, except for investments at fair value through profit and loss, which are measured at fair value. These financial

statements are also prepared in accordance with Guernsey Company Law.
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EUROCASTLE INVESTMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation

Tax asset

Cash and cash equivalents

Capital and reserves

Dividends

Financial Instruments

Recognition

Classification

Financial Assets

Derecognition of financial assets and liabilities

Financial assets

-

-

-

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.

A financial asset is derecognised when:

the rights to receive cash flows from the asset have expired;

the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third party

under a ‘pass through’ arrangement; or

the Company has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially all the risks and rewards of the asset, or

(b) has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Company has transferred its right to receive cash flows from an asset and has neither transferred nor retained substantially all the risks and rewards of the

asset nor transferred control of the asset, the asset is recognised to the extent of the Company’s continuing involvement in the asset. Continuing involvement that

takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of

consideration that the Company could be required to repay.

Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially

modified, such an exchange or modification is recognised in the income statement.  

Financial assets held at fair value through profit or loss are investments that are initially recognised at fair value with any subsequent movements in fair value

recognised in the income statement.

A financial asset or liability is recognised on the date the Company becomes party to contractual provisions of the instrument.

All financial assets and liabilities are initially recognised on the trade date, i.e. the date that the Company becomes a party to the contractual provisions of the

instrument. This includes regular way trades: purchases or sales of financial assets that require delivery of assets within the time frame generally established by

regulation or convention in the market place. 

Unless otherwise indicated, the carrying amounts of the Company's financial liabilities are a reasonable approximation to their fair value.

Financial liabilities are composed of trade and other payables.

Financial liabilities

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in equity via the reserves as a deduction from the

issue proceeds.

Where the Company purchases and cancels its own equity shares (see note 12), the consideration paid, including any directly attributable incremental costs is

deducted from equity attributable to the Company’s equity holders.

Dividends are recognised when they become legally payable. In the case of interim and final dividends to equity shareholders, this is when declared and approved by

the board of directors. 

The Company falls under the Collective Investment Schemes exemption for Guernsey tax purposes and is charged €1,400 per annum (2021: €1,400). The Company

is granted this exemption status on an annual basis and therefore the Company is treated as not being resident in Guernsey for tax purposes and is not liable for

Guernsey tax on non-Guernsey source income (which for these purposes includes Guernsey bank deposit interest).

Cash and cash equivalents comprise cash at bank, cash on deposit and in hand with an original maturity of three months or less. 

Tax assets are recognised when amounts have been paid in relation to a disputed matter where there is uncertainty over the tax treatment and the Company deems it

probable that the ultimate tax authority (i.e. the relevant jurisdictional tax court) will determine that the tax is not due. The accounting policy adopted by the

Company relating to the tax balance is to account for the transaction at amounts that do not reflect time value of money considering that there is no clear guidance on

long term receivable tax assets under IAS 12.
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NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currency translation

Segment Reporting

New standards, interpretations and amendments effective from 1 January 2022

3. FINANCIAL RISK MANAGEMENT 

Alternative Investment Fund Managers Directive ("AIFMD") Leverage

Capital Risk Management

•
•

•

Credit Risk

Risk Management

The Company’s objectives when managing capital are to safeguard the Company’s ability to meet its obligations as they fall due and to achieve positive returns in all

market environments. In order to maintain or adjust the capital structure, the Company may raise or return capital from or to shareholders through the issue and

repurchase of voting shares and/or capital distribution. At 31 December 2022, the Company had net equity of €22.4 million (31 December 2021: €32.9 million) and

no direct leverage (31 December 2021: no direct leverage).       

This section provides details of the Company's exposure to risk and describes the methods used by the Company to control risk. The most important types of financial

risk to which the Company is exposed are market and liquidity risk.

The Company’s capital is represented by ordinary shares with no par value and which carry one vote each. The shares are entitled to dividends when declared. The

Company has no additional restrictions or specific capital requirements on the issuance and re-purchase of ordinary shares. The movements of capital are shown in the

statement of changes in equity.                            

The possible timing and extent of returning capital to shareholders through distributions and share repurchases.                             

The potential raising of new capital in order to pursue opportunities arising from the new investment strategy.

In order to meet the Company’s capital management objectives, the Manager and the Board monitor and review the broad structure of the Company’s capital on an

ongoing basis. This review includes:          

The presentation currency and the functional currency of the Company is the Euro. Transactions in foreign currencies are initially recorded in the functional currency

rate of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate

of exchange ruling at the balance sheet date. All differences are taken to the income statement. Non-monetary items that are measured in terms of historical cost in a

foreign currency are translated using the exchange rate as at the date of initial transaction. Non-monetary items measured at fair value in a foreign currency are

translated using the exchange rates at the date when the fair value was determined.

The company operates in one geographical segment, being Europe. The Board of Directors assesses its business through one primary segment, Italian investments.

The Company’s Italian investments are predominantly made up of Italian Real Estate Funds and included NPL and Other Loans until their disposal during the year. 

New amendments were enacted during the year which had no impact on the financial statements of the Company. New standards issued after 31 December 2022 have

been considered and it has been determined that these new standards will not have a material impact on the financial statements of the Company.

Working capital requirements and follow-on investment capital for portfolio investments along with investments under the Company's new investment strategy;

Credit risk is the risk of the financial loss to the Company if a counterparty to a financial instrument fails to meet its contractual obligations and arises principally from

the Company's cash and cash equivalents. As at 31 December 2022, the Company's cash and cash equivalents was €17.7 million (31 December 2021: €28.4 million).

The AIFMD prescribes two methods of measuring and expressing leverage and requires disclosure of the maximum amount of leverage the Company might be subject

to. The definition of leverage is wider than that of gearing and includes those assets on balance sheet that are subject to market based valuation changes. For the

purposes of AIFMD reporting, leverage is the ratio between the fair value of the assets under management and the net asset value of the Company. The ratio is

required to be calculated on a gross basis and a commitment basis, under the European Commission’s Delegated Regulation (commonly known as the Level 2

Regulation). The gross basis does not take into account any netting or hedging, whereas the commitment basis takes into account both netting and hedging. As at 31

December 2021, the leverage (as defined by this measure) under the gross and commitment basis was 24.08% and 24.08% respectively (31 December 2021: 15.72%

and 15.72%).                                                                                                                                                                                          
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

Banking arrangements

Market Risk

Interest rate risk

Foreign Currency Risk

The majority of the Company's assets and liabilities are denominated in Euros. The Company's foreign currency risk is not considered to be significant.

Liquidity Risk

The Company’s objectives when managing capital are to safeguard the Company’s ability to meet its financial obligations as they fall due in order to support the

business and to maximise shareholder value. Eurocastle’s liquidity is primarily generated by distributions from its Italian Investments. The Company expects that its

cash in hand and cash flow provided from realisations of its remaining investments will satisfy its liquidity needs over the next twelve months.

The Board have assessed future costs and potential liabilities in conjuction with the Realisation Plan and Relaunch and have a reasonable expectation that the

Company will be able to continue in operation and meet its liabilities as they fall due. 

The Company's interest rate risk is not considered to be significant. The Company is exposed to interest rates on banking deposits held in the ordinary course of

business. Management monitors this risk on a continuous basis.

The Company’s banking arrangements are with major financial institutions with investment grade credit ratings with which the Company and its affiliates may also

have other financial relationships. While it is not anticipated that any of these counterparties will fail to meet their obligations, there is no certainty in current market

conditions that this will be the case. As at 31 December 2022, the Company has placed €15.7 million of its corporate cash in a 35 day notice money market account

and €1.7 million in a cash management account, with a financial institution rated long term: A by Fitch; A1* by Moody's; and A negative by S&P (31 December 2021

€24.7 million - rated long term: A by Fitch; A3 by Moody's; and A negative by S&P). As at 31 December 2022, the remaining corporate cash of €0.3 million was held

with a financial institution rated long term: A+ stable by Fitch; A1 Stable by Moody's; and A positive by S&P (31 December 2021: €3.7 million - rated long term: A+

stable by Fitch; A1 negative by Moody's; and A positive by S&P). The Company monitors on a regular basis the credit worthiness of the various financial institutions

to mitigate credit risk exposure with respect to its banking arrangements.

Market risk encompasses the following macro-economic and political risks:

Macro-economic and political risks

Market risk encompasses the following macro-economic and political risks: The value of the Company’s investments in its Italian real estate is dependent on

macroeconomic and political conditions prevailing in Italy. The majority of the Company’s remaining investments comprise interests in two real estate redevelopment

funds where construction is fully completed and all the units in one fund are fully sold with all the units in the second fund sold or under contract as at year end. As a

result the current instability in the wider geopolitical environment, exacerbated initially by COVID and now by the war in Ukraine and the ongoing energy and cost of

living crisis, is not expected to have a material impact on the Company’s ability to realise its assets at its target prices and in the timeline envisaged. While the

expected yield on these portfolios is sensitive to the performance of the underlying assets, the value at which these investments are held by the Company is sensitive

to the market yields at which they trade. Refer to note 8 for details of sensitivity analysis on the Italian investments. 

The Company aims to manage this risk within acceptable parameters while optimising the return and does so by regular monitoring of the underlying performance

and realisation strategy for all investments.
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4. PORTFOLIO RETURNS

Realised 

fair value 

movements

Unrealised 

fair value 

movements

Total  fair 

value 

movements

Realised 

fair value 

movements

Unrealised 

fair value 

movements

Total  fair 

value 

movements

€'000 €'000 €'000 €'000 €'000 €'000

Italian NPLs & Other Loans (note 8) 116 - 116 114 488 602

Real Estate Funds (note 8) - 282 282 129 1,932 2,061

Portfolio returns on Italian investments 116 282 398 243 2,420 2,663

9 - 9 275 - 275

Total portfolio returns 125 282 407 518 2,420 2,938

5. OTHER OPERATING EXPENSES

Year ended 31 

December 

2022

Year ended 

31 December 

2021

€'000 €'000

Professional fees 216 224

Manager base and incentive fees (related party, note 14) 92 175

Manager recharge (related party, note 14) 571 815

General and administrative expenses 460 648

Total other operating expenses 1,339 1,862

6. CASH AND CASH EQUIVALENTS

As at 31 

December 

2022

As at 31 

December 

2021

€'000 €'000

Cash at bank 1,977 3,652

Cash on deposit 15,744 24,704

Total cash and cash equivalents 17,721 28,356

Movements on investments are summarised below:

Fair value movements on other investments

Year ended 31 December 2022 Year ended 31 December 2021
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7. OTHER ASSETS & LEGACY GERMAN TAX ASSET

€'000 €'000

Prepaid expenses and other receivables 109 115

Legacy German tax asset 4,645 -
Total other assets and Legacy German tax asset 4,754 115

8. INVESTMENTS

As at 31 

December 

2021

€'000 €'000

Italian investment portfolio 628 5,062

Total investments 628 5,062

As at 31 December 2022, the movements in the Italian investment portfolio were as follows:

 

Italian NPLs 

& Other 

Loans

Real Estate 

Funds

Fair value 

accounted

Fair value 

accounted

Total 

Investments

€'000 €'000 €'000

Balance as at 1 January 2022 1,337 3,725 5,062

Disposals (1,254) - (1,254)

Distributions received (199) (3,379) (3,578)

Realised fair value movement 116 - 116

Unrealised fair value movement - 282 282

Balance as at 31 December 2022 - 628 628

As at 31 December 2021, the movements in the Italian investment portfolio were as follows:

Italian NPLs 

& Other 

Loans

Real Estate 

Funds

Fair value 

accounted

Fair value 

accounted

Total 

Investments

€'000 €'000 €'000

Balance as at 1 January 2021 1,248 7,435 8,683

Distributions received (513) (5,771) (6,284)

Realised fair value gain 114 129 243

Unrealised fair value movement 488 1,932 2,420

Balance as at 31 December 2021 1,337 3,725 5,062

Refer to the portfolio summary on page 27 for further details on investments .

As at 31 

December 

2022

As at 31 

December 

2021

As at 31 

December 

2022

The Company indirectly holds the following investments:

All prepaid expenses and other receivables are expected to mature in less than one year. The Legacy German tax asset is expected to be resolved in more than one year (refer to note 

17).
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8. INVESTMENTS (CONTINUED)

Portfolio summary

During the year, the Company's investments were categorised as follows:

I. Italian NPLs & Other Loans

II. Real Estate Funds

I. Italian NPLs & Other Loans

II. Real Estate Funds

Real Estate Fund Investment II:

Real Estate Fund Investment V:

Real Estate Fund Investment V is managed by Torre, an affiliate of the Manager.

The Company has the following Real Estate Fund investments:

On 22 July 2014, the Company indirectly invested in a newly established real estate development fund (Real Estate Fund Investment II) which purchased two office

buildings in Rome for redevelopment into high-end residential properties for resale. As at 31 December 2022 both projects have been completed, with all units sold

and the fund is in the process of liquidating.

The Company's investment is held through a joint venture (ownership percentage: 49.7%) investment in Torre Real Estate Fund III Value Added – Sub fund A ("RE

Torre Fund").  Real Estate Fund Investment II is managed by Torre, an affiliate of the Manager. 

In April 2017, building on Real Estate Fund Investment II, the Company closed on the purchase of an office to residential conversion development site in Rome

(“Real Estate Fund Investment V”) through a joint venture interest (ownership percentage: 49.6%) in Torre Real Estate Fund III Value Added – Sub fund B. As at 31

December 2022, the project has been fully completed with all units sold or under contract or to be sold and the fund is in the process of liquidating.

Following the Realisation Plan in 2019, the Company retained a residual minority interest in three Italian NPL & Other Loan pools which were held in 2 portfolio

structures. Both portfolios were under contract to be sold once the underlying portfolio level financing on each was repaid. During the year ended 31 December 2022,

the Company completed the sale of both of these portfolios. The two portfolios were serviced by doValue (refer to note 14)
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8. INVESTMENTS (CONTINUED)

Fair value hierarchy

The following table shows an analysis of the fair value assets on the balance sheet by level of hierarchy:

As at 31 December 2022:

Level 3 Total fair value

€'000 €'000

Italian NPLs & Other Loans - -

Real Estate Funds 628 628

Total 628 628

As at 31 December 2021:

Level 3 Total fair value

€'000 €'000

Italian NPLs & Other Loans 1,337 1,337

Real Estate Funds 3,725 3,725

Total 5,062 5,062

Explanation of the fair value hierarchy:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measurement date.

- Level 2: Use of a model with inputs (other than quoted prices included in Level 1) that are directly and indirectly observable market data.

- Level 3: Use of a model with inputs that are not based on observable market data.

Changes in the observability of significant valuation inputs during the reporting period may result in a transfer of assets and liabilities within the fair value hierarchy.

The Company recognises transfers between levels of the fair value hierarchy when there is a significant change in either its principal market or the level of

observability of the inputs to the valuation techniques as at the end of the reporting period.
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8. INVESTMENTS (CONTINUED)

Transfers between levels

The following table shows a reconciliation for the Level 3 fair value measurements as at 31 December 2022:

Italian NPLs & 

Other Loans

Real Estate 

Funds Total

€'000 €'000 €'000

As at 1 January 2022 1,337 3,725 5,062

Distributions received (199) (3,379) (3,578)

Unrealised fair value movement in the year - 282 282

Realised fair value movement in the year 116 - 116

Disposals in the year (1,254) - (1,254)

As at 31 December 2022 - 628 628

The following table shows a reconciliation for the Level 3 fair value measurements as at 31 December 2021:

Italian NPLs & 

Other Loans

Real Estate 

Funds Total

€'000 €'000 €'000

As at 1 January 2021 1,248 7,137 8,385

Distributions received (513) (5,344) (5,857)

Unrealised fair value movement in the year 488 1,932 2,420

Realised fair value movement in the year 114 - 114

As at 31 December 2021 1,337 3,725 5,062

Expected recoveries of investments

The following table summarises the expected recoveries for the Italian investments held by the Company:

Within one 

year 
(1)

More than one 

year

Within one 

year 
(2)

More than one 

year

€'000 €'000 €'000 €'000

Italian NPLs & Other Loans - - 62 1,275

Real Estate Funds 642 - 1,940 1,785

(1)

(2)

There were no transfers between levels for the year ended 31 December 2022 (31 December 2021: no transfers).

2022 2021

Amounts recoverable within one year represent projected cash flows as at the reporting date.

Amounts recoverable within one year represent actual and known cash flows as at the reporting date with the residual balance for the carrying value of the investments 

shown as amounts due to mature in over one year.
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8. INVESTMENTS (CONTINUED)

Fair value methodology and sensitivity analysis

Real Estate Funds

For the year ended 31 December 2022

Real Estate 

Funds Total

Expected profit multiple 1.1 1.1

Remaining weighted average life 0.3 0.3

Discount rate 9% 9%

For the year ended 31 December 2021

Real Estate 

Funds Total

Expected profit multiple 1.1 1.1

Remaining weighted average life 0.8 0.8

Discount rate 11% 11%

The table below presents the sensitivity of the valuation to a change in the most significant assumptions:

The Company's investment in Real Estate Fund Investment II and Real Estate Fund Investment V were classified as level 3 in the fair value hierarchy. 
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8. INVESTMENTS (CONTINUED)

For the year ended 31 December 2022

Real Estate 

Funds

€'000

Total

€'000

Fair value 628 628

Increase in discount rate by 25bps 628 628

Value sensitivity - -

For the year ended 31 December 2021

Real Estate 

Funds

€'000

Total

€'000

Fair value 3,725 3,725

Increase in discount rate by 25bps 3,720 3,720

Value sensitivity (5) (5)

9. CONTRACTUAL MATURITIES

Contractual maturities

Fair values of financial assets and financial liabilities

10. TRADE AND OTHER PAYABLES

As at 31 December 

2022

As at 31 December 

2021

€'000 €'000

Due to Manager (related party, refer note 14) 151 253

Accrued expenses and other payables 602 348

Total trade and other payables 753 601

All the trade and other payables are recognised at amortised cost and are expected to mature in less than one year.

The table below presents the sensitivity of the valuation to a change in the most significant assumption:

As at 31 December 2022, the Company had no contractual maturities on financial liabilities, outside of trade and other payables which are all due within one year. 

The Company's financial assets consist of investments, other debtors, tax asset and cash and cash equivalents. The Company's financial liabilities consist of trade and

other payables. All financial assets and liabilities are held at fair value.

The Company's Italian investments have been funded through equity.
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11. EARNINGS PER SHARE

As at 31 

December 

2022

As at 31 

December 

2021

Weighted average number of ordinary shares
*

1,514,850 1,856,158

Weighted average number of ordinary shares - dilutive 1,514,850 1,856,158

*weighted average shares for the year

12. SHARE CAPITAL AND RESERVES

Number of 

shares

Voting 

shares

As at 1 January 2021 1,854,535

3,000

As at 31 December 2021 1,857,535

(864,980)

3,000

As at 31 December 2022 - - 995,555

Date Description

Number of 

shares

Price Per 

share

Value of 

Share 

repurchase 

(€'000)

Directly 

attributable 

costs (€'000)

9 August 2022 Share tender - shares repurchased and cancelled 864,980 € 10.26 8,875 825

As at 31 December 2022, €0.4 million of costs associated with the tender offer remain unpaid. 

As at 31 December 2022, the Company held no shares in treasury (31 December 2021: no shares in treasury).

Accumulated loss

The reserve represents the cumulative gains and losses and transactions with shareholders (e.g. dividends) not recognised elsewhere.

Shares issued to the Directors as part of their in-place compensation arrangements for €nil 

consideration - 9 September 2022

Shares issued to the Directors as part of their in-place compensation arrangements for €nil 

consideration - 17 June 2021

On 8 July 2022, the Company announced a tender offer to repurchase up to 1,286,181 shares at a price of €10.26 per ordinary share. In August 2022, the tender closed

with the Company repurchasing 864,980 shares for a total tender amount, excluding costs, of €8.9 million.

Shares repurchased and cancelled - 9 August 2022

Basic earnings per share is calculated by dividing net profit after taxation by the weighted average number of ordinary shares outstanding during the year.

There are currently no instruments that would give rise to a dilutive effect on the Company's shares.

The following is a reconciliation of the weighted average number of ordinary shares outstanding on a diluted basis:

The movement in issued share capital is shown as follows:

As at 31 December 2022, there were 995,555 shares (31 December 2021: 1,857,535) issued of which no shares (31 December 2020: no shares) were held in treasury. All  

shares are fully paid up.
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13. DIVIDENDS PAID AND DECLARED

Declaration date Ex-date Record date Payment date

Distribution 

per share

Amount

€'000

04 March 2021 10 March 2021 11 March 2021 30 March 2021 € 0.540 1,001

Total € 0.540 1,001

As a result of the Realisation Plan, the Company's distribution policy, including the regular quarterly dividend, did not apply with effect from Q3 2019. 

14. MANAGEMENT AGREEMENT AND RELATED PARTY TRANSACTIONS

The Company entered into the the Management Agreement with  Manager in August 2003. Pursuant to the the the Management Agreement,  Manager, under  supervision of the 

Board of Directors, will formulate investment acquisition strategies, arrange for the  of assets, arrange the for financing, monitor the performance of  Company’s assets and 

provide certain advisory, administrative and managerial services in with connection  the the paid operations of  Company. Since 1 2015 January  the management fee  to the 

Manager to to is equal  (i) and 1.5% of the Company’s Adjusted  NAV reported quarterly, excluding net corporate cash,  (ii) 0.75% on net corporate cash attributable  certain 

reserves. 

Incentive compensation Italian was equal to 25% of the euro amount by which the Company’s Normalised FFO derived from  Investments, after allocated corporate costs, 

exceeded the net the the  invested capital in  Company's Italian Investments multiplied by  hurdle rate of 8% per annum (calculated on a cumulative but not  compounding basis). 

In of of light  the the Realisation Plan, the Manager agreed to amend  calculation  its fee incentive  to treat the Company’s other remaining investments, which predominantly 

comprise value investments in Italian real estate funds, as fully realised at an agreed  in 2019 to better reflect the price per ordinary share represented in the initial Exchange 

Ratio. These amendments reduced the the fee payable by the Company to  Manager in  the fourth quarter of 2019 by  €2.4 million to €19.5 million and be no further fees will  due 

in relation to to the Company’s remaining investments. The Manager will be entitled  earn back a portion discount of this  if excess amounts are released from certain reserves 

put in place by the Board to fund future costs and potential liabilities. As at 31 December 2022, the amount due to the manager was nil (31 December 2021: nil).

The agents Management Agreement provides that the the the Company will reimburse  Manager for various expenses incurred by  Manager or its officers, employees and  on the 

Company’s behalf, including the cost of legal, accounting, tax, auditing, finance, administrative, asset management, property management and other similar services rendered 

for the the the Company by by providers retained   Manager or, if provided by  Manager’s or its affiliates’ employees, in amounts which are no greater than those that would be 

payable to to external professionals or consultants engaged  perform such services pursuant to agreements negotiated on Such an arms-length basis.  expenses have been  included 

in the income statement.

When it was signed in with 2003 the ten Management Agreement provided for an initial term of  years  automatic three year extensions, subject to certain termination rights. The 

Management Management Agreement may be a terminated by by the Company  payment of  termination fee, as defined in the  Agreement, equal to the amount of management 

fees earned by 12 the Manager during the  consecutive calendar months immediately preceding the vote the termination, upon the  of of a majority of the holders   outstanding 

ordinary shares. In addition, unless an arrangement is made between the Company and the Manager, incentive compensation (as outlined above) will continue to be payable to 

the Manager post-termination.

In of of connection with the Relaunch, certain terms  the the Management Agreement will be amended to reflect  expected return profile  the new investment strategy. Refer to the 

July 2022 Tender Offer Circular on the Company’s website  for further details. 

The Manager is deemed to be the key employee for reporting purposes. As at 31 December 2021, management fees, incentive fees and expense reimbursements of €0.2 million 

(31 December December December 2021: €0.3 million) were due to the the Manager. During  year ended 31  2022, €0.1 management fees of  million (31  2021: €0.2 million), nil 

incentive fees (31 December 2021: nil), and expense reimbursements of €0.6 million  (31 December 2021: €0.8 million) were charged to the income statement.

Total annual remuneration for the Eurocastle directors as at 31 2022 December  was €0.1 million (31 December 2021: €0.1 million), payable quarterly in equal instalments. 

Randal A. Nardone, Dean Dakolias and Peter Smith do not receive any remuneration from the Company. 

In of of addition to the the the shares in  Company held by  Manager and its principals (see page 7), certain employees  the Manager hold a total  517,674 shares in the Company, 

of which 433,462 are beneficially owned by a senior executive of the Manager with primary responsibility for the Company.

Fortress Fortress Italian NPL NPL Opportunities Series Fund LLC (which owned the  pools) and  Italian Real Estate Opportunities Series Fund LLC (being the entity through 

which the the majority of  Company's interest in Real Estate Fund Investments are are expense held)  managed by an affiliate of the Manager. The total management fee  for the 

year ended 31 December 2022 is €0.0 million (31 December 2021:€0.1 million) and offsets fully against the Company's Management Fee payable to the Manager. 

The Company's non-controlling interest in its joint venture investment in in Real Estate Estate Fund Investment II and Real  Fund Investment V (refer to note held 8) are   funds 

managed by by 31 Torre SGR S.p.A, which is majority owned  an affiliate of the the Manager. The these total management fee expense, across  funds, for  year ended  December 

2022 was €0.0 million (31 December 2021:€0.1 million). 

During the year ended 31 December 2022, no distributions were declared or paid (capital distribution of €1.0 million declared and paid in the year ended 31 December 2021):
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EUROCASTLE INVESTMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

15. INVESTMENT IN SUBSIDIARIES

Luxembourg:

Luxgate S.à r.l

United States of America:

Fortress Italian Real Estate Opportunities Series Fund LLC - Series 2

16. SUBSEQUENT EVENTS

17. CONTINGENT LIABILITIES

18. COMMITMENTS

The Company has investments in the following subsidiaries (unless otherwise stated the Company has a 100% interest in the entity):

As at 2 March 2023, there were no material subsequent events to disclose.

As at 31 December 2022, the unconsolidated subsidiaries do not have any significant restrictions (e.g. resulting from borrowing arrangements, regulatory requirements

or contractual arrangements) on the ability to transfer funds to the Company in the form of cash dividends or to repay loans or advances made to the unconsolidated

subsidiary by the Company.

As at 31 December 2022, the Company had no formal commitments.

The Company is exposed to a potential tax risk of up to €6.5 million associated with the disposal of a legacy property subsidiary in prior years. In February 2022, the

Company received revised tax assessments related to this risk covering the period 2008 - 2012 determining a liability of €4.6 million. In respect of the same legacy

property subsidiary, the years 2013 - 2015 remain subject to ongoing tax audits, the timings of which are uncertain. The Company estimates that the remaining

financial impact (excluding associated costs of €0.2 million) for all these audits, including interest, is approximately €1.7 million. The Company intends to appeal the

current and any future assessments through the German tax system and, having taken independent advice, considers it probable that the matter will finally be

determined in the Company’s favour. In light of this, the Company has recognised a tax asset of €4.6m following payment of this amount in March 2022. The

Company has been advised that, based on average court timings for both the German fiscal and federal court systems, this matter can be expected to be resolved in

approximately four years, but notes that it can take considerably longer and, in rare cases, up to ten years in total. Notwithstanding the Company’s expectation that the

tax matter will eventually be resolved in the Company’s favour, as at 31 December 2022, the full potential liability is fully reserved for within the Additional

Reserves(see page 5).
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FORWARD-LOOKING STATEMENTS

This report contains statements that constitute forward-looking statements. Such forward-looking statements relate to, among other things, future 

commitments to sell real estate and achievement of disposal targets, availability of investment and divestment opportunities, timing or certainty of 

completion of acquisitions and disposals, the operating performance of the investments and ƒPCncing needs. Forward-looking statements are 

generally identiƒable by use of forward-looking terminology such as “may”, “will”, “should”, “potential”, “intend”, “expect”, “endeavour”, “seek”, 

“anticipate”, “estimate”, “overestimate”, “underestimate”, “believe”, “could”, “project”, “predict”, “continue”, “plan”, “forecast” or other similar words or 

expressions. Forward-looking statements are based on certain assumptions, discuss future expectations, describe future plans and strategies, 

contain projections of results of operations or of ƒnancial condition or state other forward-looking information. The Company’s ability to predict 

results or the actual effect of future plans or strategies is limited. Although we believe that the expectations reflected in such forward-looking 

statements are based on reasonable assumptions, our actual results and performance may differ materially from those set forth in the forward-

looking statements. These forward-looking statements are subject to risks, uncertainties and other factors that may cause the Company’s actual 

results in future periods to differ materially from forecasted results or stated expectations, including the risks regarding Eurocastle’s ability to achieve 

its targets regarding asset disposals or asset performance.
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