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Dear Shareholders,

As stated in the terms of our legal statutes and bylaws, the Board of Directors at LOG Commercial Properties
and Participagdes S.A. (hereafter referred to as the Company or LOG), is happy to present the company's
financial statements and board of director report, together with our independent auditor report refering to
business activities up to December 31st, 2020. The following financial information has been presented in
thousands of Brazilian Reais (RS Thousands), save where otherwise indicated, and is based on the consolidated
financial statements prepared and presented in accordance with accounting practices adopted in Brazil and
by the International Financial Reporting Standards (IFRS), issued by the International Accounting Standards
Board — IASB, as applies the Brazilian real estate institutions, as approved by the Accounting Pronouncements
Committee (CPC), the Brazilian Securities and Exchange Commission (CVM) and the Federal Accounting
Counsel (CFC), consistent with any and all standards issued by the CPC.

MUCH MORE THAN A PROPERTY DEVELOPER

y Accelerated Growth Curve: at the end of 2020, the company decided to revise its original
‘Todos por 1’ plan, scaling up to ‘Todos Por 1.4’, upping our ambitious goal by 40%, thus forecasting
1.4 MM m? of Deliverable GLA by the end of 2024. In 2020, we scaled up the expansion of our landbank,
amassing a total of 1 MM m? which will support production for the next three years.

Y Recurrent Generating Value: we have consistently delivered new assets every year since the
company’s foundation. As a result, we carry with us a history of success and a history of recurrent
building value. In 2020, the company garnered more than RS 114 MM in new assets newly developed
assets. In line with the “Todos Por 1.4’ growth plan, we have maintained margins above 40% for newly
developed assets, as a result of the spread between development yields and cap rates already
established in the market, securing gains for GLA over RS 1,000, potentially corresponding to some RS
1.4 billion in value throughout this growth cycle.

Y Recycling assets: we have concluded our second cycle of recycling assets with the sale to Fll
LGCP11, raising capital in the amount of more than RS 90 MM, further supporting the company’s
strategy and strengthening the market’s warm reception for acquiring new assets. The company
currently carries approximately RS 1.4 billion in mature assets, in order to carry out the strategy. In
addition, the company sold nearly 2.5 thousand m? in strip malls, further strengthening LOG’s trend in
concentrating its activities in the logistics development sector.

Y Solid results in 2020: indicators have remained solid and reflect a groundbreaking moment in
company sales. These positive results have remained stable over the last few years, a strong
demonstration of the resilience of the company’s business model.
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1. BUSINESS PERFORMANCE

1.1 Identifying demand: geographic diversification
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Y LOG’s asset portfolio is well-distributed geographically, with a market presence in all regions

in Brazil, while remaining closely located to the main consumer centers in the country. Currently, we
are present in 32 cities and 13 states.
Y We have added 3 more properties and 164 thousand m? of GLA to our land bank, in addition
to increasing our goal for land acquisition to 980 thousand m?, in-line with the increase to our “Todos

Por 1.4’” plan.

1.2 Construction: steadily increasing efficiency in construction

Y LOG reached 58.1 thousand m? of GLA %LOG delivered throughout 2020.

Y Production forecasts stand at more than 400 thousand m? of GLA up to the end of 2021,
supporting the company's capacity for construction and efficiency for cost and time lines in any region

in the country.
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1.3 Sales: Unique Model

| Record gross absorption in 12M accumulated.
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Y Despite the extraordinary year of 2020, the company registered its lowest levels of default in
the last five years, nearing zero.

Met Default — Over |ast 5 years
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Y Currently, the company is carrying a backlog of RS 646.0 millions in contracted assets.
| Lowest stabilized vacancy, 3.0% for portfolio at the end of 4Q20, demonstrating the strength
of demand for LOG assets.
Stabilized Vacancy Warehouses (% LOG) Vacancy Warehouses (% LOG) Vacancy Warehouses Brazil'
17%
16%
14%
7.2%
-4“% = = - = =
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"Vacancy rates provided by Colliers, last available report based on data from December/20
Y LOG is the only logistics asset property developer present in ALL regions in the country,

setting it apart as a one-stop-shop solution for retailers looking to expand their operations
geographically.

Y Our extensive client base of 223 contracts has afforded the company intelligent internal
sales, which in turn, has resulted in assertive development and low vacancy rates.



(‘nmmw_u’n.rJ
properties

Y In 2020, LOG’s sales team recorded 63% of all closed contracts.
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1.4 Asset management: LOG ADM
Y LOG ADM handles the administration of 865.2 thousand m? GLA, which represents 87.8% of

the total GLA delivered, not considering joint venture (JV) GLA.

Y Excellence in the quality of services and the proximity of our clients has led to milestone NPS
ratings, the highest in the company’s history.
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2. FINANCIAL PERFORMANCE

2.1 Operating Revenue

Net O ting R Var. % Var. %
Ae perating Revenue 4020 4019 ar. % 12M20 12M19 ar. %
(in BRL thousand) 4Q20 x 4Q19 12M20 x 12M19

Net Operating Revenue 36.353 34.694 4,8% 141.537 128.034 10,5%
Revenue from leases 37.428 35.882 4,3% 144.870 131.873 9,9%
(-) Taxes (2.076) (2.063) 0,6% (7.081) (7.182) -1,4%
Revenue from Property Management 1.140 999 14,1% 4.271 3.810 12,1%
(-) Taxes (139) (124) 12,1% (523) (467) 12,0%

The table below highlights the opening of gross revenue for rentals recognized for revenue and the linear
adjustment:

Operating Revenue Var. % Var. %
4020 4Q19 12M20 12M19
(in BRLthousand) HleyIerE -- TN SANFES

Operating Revenue 37.428 35.882 4,3% 144.870 131.873 9,9%

Revenue from eases 35.245 33.991 3,7% 138.155 131.455 5,1%

Straight-linning revenue 2.183 1.891 15,4% 6.715 418 1506,5%
2.2 EBITDA

EBITDA and Adjusted EBITDA Var. % Var. %
4Q20 4Q19 12M20 12M19
(o B dioere) CleplyecIone -- LNz PINE

(=) Net Income 36.887 40.713 -9,4% 142.572 93.335 52,8%
(+) Income taxes and contrib. 12.546 12.044 4,2% 93.121 48.694 91,2%
(+) Financial results 808 5.626 -85,6% 15.056 38.146 -60,5%
(+) Depreciation 187 189 -1,1% 728 733 -0,7%
EBITDA 50.428 58.572 -13,9% 251.477 180.908 39,0%
EBITDA Margin 138,7% 168,8% -30,1 p.p. 177,7% 141,3% 36,4 p.p.
(-) Donation - - 0,0% 1.150 - 0,0%
(-) PPl and Investment Sale 1.156 6.404 -81,9% 3.541 24.158 -85,3%
(-) Effect on Equity of Sale of Betim Allotment Sale 341 (76) -548,7% 442 (562) -178,6%
(-) Investment Property Fair Value (23.719) (37.636) -37,0% (146.618) (101.837) 44,0%
Adjusted EBITDA 28.206 27.264 3,5% 109.992 102.667 7,1%
Adjusted EBITDA Margin 77,6% 78,6% -1,0 p.p. 77,7% 80,2% -2,5p.p.

As regards the annual comparison, EBITDA grew by 39% and EBITDA for leasing activities was up by 7.1%.



2.3 FFO (Funds From Operations)

FFO and Adjusted FFO Var. %
4Q20 4Q19 12M20 12M19
(in BRLthousand) Cleplymalor --

commercial
properties

Var. %
12M20 x 12M19

og

(=) Net Income 36.887 40.713 -9,4% 142.572 93.335 52,8%
(+) Depreciation 187 189 -1,1% 728 733 -0,7%
FFO 37.074 40.902 -9,4% 143.300 94.068 52,3%
FFO Margin 102,0% 117,9% -15,9 p.p. 101,2% 73,5% 27,8 p.p.
(-) Donation - - 0,0% 1.150 - 0,0%
(-) PPl and Investment Sale 1.156 6.404 -81,9% 3.541 24.158 -85,3%
(-) Effect on Equity of Sale of Betim Allotment Sale 341 (76) -548,7% 442 (562) -178,6%
(-) Financial revenue AVP/IPCA Sony sale (843) (313) 169,3% (1.605) (885) 81,4%
(-) Investment Property Fair Value (23.719) (37.636) -37,0% (146.618) (101.632) 44,3%
(-) Income Tax and Social Contribution of Fair Value (3.393) (22.613) -85,0% 74.206 16.017 363,3%
(-) Income Tax and Social Contribution of Fair Value 17.716 33.873 -47,7% 17.717 33.873 -47,7%
Adjusted FFO 28.332 20.541 37,9% 92.133 65.037 41,7%
Adjusted FFO Margin 77,9% 59,2% 18,7 p.p. 65,1% 50,8% 14,3 p.p.

2.4 Net Profit
Net Income Adjusted Var. % Var. %
Net Income/Loss 36.887 40.713 -9,4% 142.572 93.335 52,8%
Net Margin 101,5% 117,3% -15,9 p.p. 100,7% 72,9% 0,4 p.p.
(-) Donation - - 0,0% 1.150 - 0,0%
(-) PPl and Investment Sale 1.156 6.404 -81,9% 3.541 24.158 -85,3%
(-) Effect on Equity of Sale of Betim Allotment Sale 341 (76) -548,7% 442 (562) -178,6%
(-) Financial revenue AVP/IPCA Sony sale (843) (313) 169,3% (1.605) (885) 81,4%
(-) Investment Property Fair Value (23.719) (37.636) -37,0% (146.618) (101.632) 44,3%
(-) Income Tax and Social Contribution of Fair Value (3.393) (22.613) -85,0% 74.206 16.017 363,3%
(-) Income Tax and Social Contribution of Fair Value 17.716 33.873 -47,7% 17.717 33.873 -47,7%
Net Income Adjusted 28.145 20.352 38,3% 91.405 64.304 42,1%
Adjusted Net Income Margin 77,4% 58,7% 18,8 p.p. 64,6% 50,2% 0,3 p.p.

2.5 Dividends

Y In accordance with the Board of Directors’ proposal and the ‘ad referendum’ from the Annual

General Meeting (AGM), dividends for 2020 business dealings stood as follows:

Dividends
Net income for the year 139,959
Legal reserve - 5% of net income (6,998)
Net income available for distribution 132,961
Proposed dividends - 25% of net income available for

o 33,240
distribution
Proposed dividends per share (RS per share) 0.3254



3. ESG

Y In support of our legacy, we continue to invest in ESG practices and standards ranging from
sustainable environmental project design, to social engagement and positive impact on local surrounding
communities and best practices in corporate governments.

4. CORPORATE GOVERNANCE
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Y LOG shares are traded on the B3 (Brazil Stock Exchange and Over-the-Counter Market) Novo
Mercado exchange. For further information, please see our website at: https://ri.logcp.com.br/governanca-

corporativa/conselhos-diretoria-e-comites.

RELATIONSHIP WITH INDEPENDENT AUDITORS

The company’s policy in hiring the services of independent auditing ensures that there are no conflicts of
interest and loss of independence or objectivity. According to CVM Instruction 381/03, the company affirms
that our independent auditors, KPMG independent auditors, did not carry out any services in 2020 unrelated
to external auditing. In the month of October/2019, other previously agreed upon services were handled by
KPMG Independent Auditors (KPMG) and Ernst & Young Independent Auditors S/S (EY), the focus of a follow-
on offering in the value of RS 627,400 issued to KPMG, a value some 345% higher than external auditing
services provided in 2019, and RS 539.9 to Ernst & Young. In the case of KPMG, considering that services and
previously agreed-upon services through a letter of intent and contract were clearly stated separately and did
not interfere with the object in proceedings of auditing for the review of the company’s financial statements
according to the applicable standards for auditing/review in Brazil, in which KPMG understands that providing
other prearranged services does not affect its independence or objectivity required to perform external
auditing services.

STATEMENT BY THE BOARD

The Board of Directors declares that it has discussed, reviewed and has agreed with the express opinions of
the company’s independent auditors and the financial statements related to business activities closed on
December 31, 2020.

ACKNOWLEDGEMENTS

The Board of Directors and Administration at LOG would like to thank its shareholders, clients, suppliers and
financial institutions for their support and trust. We would also like to extend a thank you to our staff for their
dedication and solid performance, and those who are largely responsible for the strong results the company
has reported to date.

Belo Horizonte, February 8th, 2021.

The Board of Directors.



KPMG Auditores Independentes
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Independent Auditor s Report inthe Individual and
Lonsoldated FHnancial statements

To the Shareholders and Officers of
LOG Commercial Properties e Participagoes S.A.
Belo Horizonte - MG

We have audited the individual and consolidated financial statements of LOG Commercial
Properties e Participagdes S.A. (“the Company”), respectively referred to as Individual and
Consolidated, which comprise the statement of financial position as at December 31, 2020, the
statements of profit or loss and other comprehensive income, changes in equity and cash flows
for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

Opinion on the individual financial statements

In our opinion, the accompanying individual financial statements present fairly, in all material
respects, the financial position of LOG Commercial Properties e Participagdes S.A. (“the
Company”) as at December 31, 2020, and of its financial performance and its cash flows for the
year then ended in accordance with Accounting Practices Adopted in Brazil.

Opinion on the consolidated financial statements

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of LOG Commercial Properties e Participacdes S.A.
as at December 31, 2020, and of its consolidated financial performance and its cash flows for the
year then ended in accordance with Accounting Practices Adopted in Brazil and with International
Financial Reporting Standards (IFRS), issued by the International Accounting Standards Board
(IASB).

Basis for Opinion

We conducted our audit in accordance with Brazilian and International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Individual and Consolidated Financial Statements section of our report. We are
independent of the Company and its subsidiaries in accordance with the relevant ethical

KPMG Auditores Independentes, uma sociedade simples brasileira e firma- KPMG Auditores Independentes, a Brazilian entity and a member firm of the
membro da rede KPMG de firmas-membro independentes e afiliadas a KPMG KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG International”), uma entidade suica. International Cooperative (‘KPMG Intemational’), a Swiss entity.



requirements included in the Accountant Professional Code of Ethics (“Cédigo de Etica Profissional
do Contador”) and in the professional standards issued by the Brazilian Federal Accounting Council
("Conselho Federal de Contabilidade”) and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance

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

opinion on these matters.

Evaluation of the investment properties’ fair value

See Notes 2.2 (c) and 6 to the individual and consolidated financial statements.

The key audit matter

How the matter was addressed in our audit

The Company and its subsidiaries’ investment
properties comprise projects in operation,
projects in construction phase and land and are
measured at fair value on the individual and
consolidated financial statements based on the
discounted cash flow method, for projects in
operation and construction phase, and based
on the direct market inputs comparative
method, for land. The measurement and
recognition of fair value relies on underlying
assumptions such as projected revenue,
projected expenses, discount rate, divestment
rate and comparable market inputs, which are
subjected to significant judgment from
Management and from the external valuation
experts contracted by the Company. Due to the
relevance, complexity and level of judgment
involved in the measurement and recognition
of fair value of the investment properties, and
the potential impact that a modification in the
underlying assumptions could cause to the
individual and consolidated financial
statements, we considered this matter
significant for our audit.

We obtained an understanding of the design of
key internal controls related to the
measurement and recognition of fair value of
investment properties.

For a selected sample, we obtained the
valuation reports prepared by the Company's
external experts and, with the assistance of
our valuation and corporate finance specialists
and specialists in fixed asset valuation,
evaluated the assumptions used in the
determination of the discounted cash flow and
direct market inputs comparative methods and
we performed a comparison with expectations
information at the financial statements as of
date.

In order to evaluate the reasonableness of the
projected financial information used by the
Company in the discounted cash flow model,
for a selected sample, we assessed what was
projected assumptions last fiscal year with the
amounts projected for the current year. In
addition, assisted by our corporate finance
specialists, we performed a sensitivity analysis
in the main assumptions used by the
Company.

We also assessed the disclosures prepared by
the Company, mainly related to the
assumptions and methods used to measure
the fair value of the investment properties.

KPMG Auditores Independentes, uma sociedade simples brasileira e firma-
membro da rede KPMG de firmas-membro independentes e afiliadas a KPMG
International Cooperative (‘KPMG International”), uma entidade suica.

KPMG Auditores Independentes, a Brazilian entity and a member firm of the
KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG Intemational’), a Swiss entity.




Based on the evidences obtained through the
procedures described above, we considered
acceptable the investment properties’ value in
the context of the financial statements as a
whole, related to the fiscal year ended
December 31, 2020.

Recoverability of deferred tax asset

See Notes 2.2(h) and 11 to the individual and consolidated financial statements.

The key audit matter

How the matter was addressed in our audit

A deferred tax asset is recognized in respect of
deductible temporary differences only to the
extent that it is probable that taxable profit will
be available, against which the deductible
temporary differences can be utilised.

The Company has significant deferred tax asset
balance. Due to the uncertainties implied to the
business, which affect the taxable profit
projections and the underlying assumptions
used to determine the recoverability of the
deferred tax assets recognized, as well as the
potential impact that a modification in the
underlying assumptions could cause to the
individual and consolidated financial
statements, we considered this matter
significant for our audit.

We obtained an understanding of the design of
key internal controls related to the
recoverability of deferred tax asset.

We obtained the taxable profit projections
prepared by the Company, and the
assumptions to determine the recoverability of
these deferred tax assets, and, with the
assistance of our tax and corporate finance
specialists, evaluated the deferred tax asset
calculation base and the underlying
assumptions and methodology used by the
Company in the determination of the business
plan, budgets or construction contracts already
established and other information from the
market, such as inflation of expenses and
discount rates.

We also assessed the disclosures prepared by
the Company, mainly related to the projections
of the deferred tax asset utilization.

Based on the evidences obtained through the
procedures described above, we considered
acceptable the deferred tax asset’s value in the
context of the financial statements as a whole,
related to the fiscal year ended December 31,
2020.

Other matters - Statements of value added

The individual and consolidated statements of value added (SVA) for the year ended December
31, 2020, prepared under the responsibility of the Company’s management, and presented herein
as supplementary information for IFRS purposes, have been subject to audit procedures jointly
performed with the audit of the Company's financial statements. In order to form our opinion, we
assessed whether those statements are reconciled with the financial statements and accounting
records, as applicable, and whether their format and contents are in accordance with criteria
determined in the Technical Pronouncement 09 (CPC 09) - Statement of Value Added issued by
the Committee for Accounting Pronouncements (CPC). In our opinion, the statements of value
added have been fairly prepared, in all material respects, in accordance with the criteria
determined by the aforementioned Technical Pronouncement, and are consistent with the overall

KPMG Auditores Independentes, uma sociedade simples brasileira e firma-
membro da rede KPMG de firmas-membro independentes e afiliadas a KPMG
International Cooperative (‘KPMG International”), uma entidade suica.

KPMG Auditores Independentes, a Brazilian entity and a member firm of the
KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG Intemational’), a Swiss entity.



individual and consolidated financial statements.

Other information accompanying the individual and consolidated financial statements and the

auditor's report

Management is responsible for the other information comprising the management report.

Our opinion on the individual and consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the individual and consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the individual and consolidated financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. 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 on this matter.

Responsibilities of Management and Those Charged with Governance for the Individual and

Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the individual and
consolidated financial statements in accordance with Accounting Practices Adopted in Brazil and
with International Financial Reporting Standards (IFRS), issued by the International Accounting
Standards Board (IASB) and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s and subsidiaries
financial reporting process.

Auditors’ Responsibilities for the Audit of the Individual and Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the individual and consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ 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 Brazilian and
international standards on auditing 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.

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

— ldentify and assess the risks of material misstatement of the individual and consolidated
financial statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

KPMG Auditores Independentes, uma sociedade simples brasileira e firma- KPMG Auditores Independentes, a Brazilian entity and a member firm of the
membro da rede KPMG de firmas-membro independentes e afiliadas a KPMG KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG International”), uma entidade suica. International Cooperative (‘KPMG Intemational’), a Swiss entity.



— Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s and its subsidiaries internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

— Conclude on the appropriateness of management'’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s and its
subsidiaries ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditors’ report to the related disclosures in the
individual and consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditors’ report. However, future events or conditions may cause the Company and
subsidiaries to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the individual and consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company and its subsidiaries to express an opinion on the
consolidated financial statements. \We are responsible for the direction, supervision and
performance of the audit of the individual and consolidated financial statements. We remain
solely responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the individual and consolidated financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our auditors’ report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Belo Horizonte, February 08, 2021

KPMG Auditores Independentes

CRC SP-014428/0-6 F-MG

Original report in Portuguese signed by
Felipe Augusto Silva Fernandes
Contador CRC MG-091337/0-5 T-SP.



LOG COMMERCIAL PROPERTIES E PARTICIPAGOES S.A.

BALANCE SHEETS AS AT DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - R$)

og

commareial

Assets
Current assets
Cash and cash equivalents
Marketable securities
Receivables
Recoverable taxes
Prepaid expenses
Other
Total current assets

Noncurrent assets available for sale

Noncurrent assets

Marketable securities

Derivative financial instruments
Receivables

Receivables from related parties

Prepaid expenses

Recoverable taxes

Deferred income tax and social contribution
Other

Total long-term realisable

Investments in subsidiaries and joint ventures
Investment property

Property and equipment

Intangible assets

Total noncurrent assets

Total assets

Liabilities and equity

Current liabilities

Suppliers

Loans, financing and debentures
Land payables

Labor and social liabilities

Tax liabilities

Barters

Deferred taxes

Lease liability

Dividend payable

Other
Total current liabilities
Noncurrent liabilities

Loans, financing and debentures
Barters

Deferred taxes

Land payables

Provisions for labor, tax and civil risks
Lease liability

Other

Total noncurrent liabilities

Total liabilities

Equity

Paid-in capital

Treasury shares

Capital reserves

Earnings reserve

Equity attributable to Company shareholders
Noncontrolling interests

Total equity

Total liabilities and equity

The accompanying notes are an integral part of these financial statements.

w

19 (a)

18

11 (b)

10
11 (b)
13
14 (e)

10
11 (b)

12
13

14 (g)

| Consolidated [  individual |
453,855 507,388 453,175 505,869
287,718 303,609 287,584 303,572
32,486 49,709 17,633 34,456
6,309 6,409 4,791 4,370
1,556 1,489 785 302
1,430 3,434 572 2,019
783,354 872,038 764,540 850,588

s 36,998 s 36,998

2,991 2,936 - -
3,243 70 3,243 70
44,319 38,848 31,838 27,640

s - 5,044 7,637

4,691 5,043 1,841 502
22,827 28,255 21,173 17,246
16,537 99,359 16,537 99,359
5,942 17,820 20,297 17,617
100,550 192,331 99,973 170,071
326,336 306,253 2,100,584 2,292,547
2,994,470 2,574,135 1,118,706 503,946
4,981 4,958 4,938 4,896
2,492 2,014 2,492 2,013
3,428,829 3,079,691 3,326,693 2,973,473
4,212,183 3,988,727 4,091,233 3,861,059
15,269 8,501 14,339 3,798
203,229 82,526 200,003 79,661
16,630 - 16,630 -
5,572 4,169 5,193 3,695
8,541 6,886 4,159 2,895
45,688 1,550 45,688 1,550
1,423 1,763 s -

192 168 192 168
33,240 21,423 33,240 21,423
741 3,436 458 2,598
330,525 130,422 319,902 115,788
597,434 807,279 575,522 786,553
84,848 14,746 84,848 14,746
63,254 66,462 s -
45,725 - 45,725 -
1,725 1,808 108 318
4,182 4,097 4,182 4,097
4,529 9,690 825 600
801,697 904,082 711,210 806,314
1,132,222 1,034,504 1,031,112 922,102
2,035,382 2,038,072 2,035,382 2,038,072
(295) - (295) -
4,772 707 4,772 707
1,020,262 900,178 1,020,262 900,178
3,060,121 2,938,957 3,060,121 2,938,957
19,840 15,266 - -
3,079,961 2,954,223 3,060,121 2,938,957
4,212,183 3,988,727 4,091,233 3,861,059




LOG COMMERCIAL PROPERTIES E PARTICIPAGOES S.A. U

INCOME STATEMENTS FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(In thousands of Brazilian reais - RS, except earnings per share)

Consohdated | ndividuat |
2019 200 | 2019

rﬂmmﬂrr‘m!
properties

Net revenue from rentals and services provided 141, 537 128,034 34,380 25,544
Cost of services provided 16 (1,699) (2,162) (1,699) (2,162)
Gross profit 139,838 125,872 32,681 23,382

Operating income (expenses)

Selling expenses 16 (10,296) (8,990) (6,197) (5,131)
General and administrative expenses 16 (17,620) (14,237) (16,576) (12,856)
Management compensation 16 (4,176) (2,769) (4,176) (2,769)
Changes in the fair value of investment property 6 151,274 99,624 126,467 21,801
Other operating expenses, net 16 (7,399) (10,310) (6,806) (8,972)
Results from equity participation 5 (872) (9,015) 101,983 137,508
Income before financial income and taxes 250,749 180,175 227,376 152,963

Financial income (expenses)

Financial expenses 17 (30,385) (55,927) (24,102) (45,780)
Financial income 17 15,329 17,781 15,333 17,621
Income before taxes 235,693 142,029 218,607 124,804

Income tax and social contribution

Current (11,493) (9,810) (7) -
Deferred 11 (81,628) (38,884) (78,641) (34,602)
11 (93,121) (48,694) (78,648) (34,602)
Net income for the year 142,572 93,335 139,959 90,202

Net income attributable to:

Shareholders of the Company 139,959 90,202 - -
Noncontrolling interests 2,613 3,133 - -
142,572 93,335 - -

Earnings per share (In Reais - RS):
Basic 14 (h) 1.37647 1.15151 1.37647 1.15151
Diluted 14 (h) 1.37244 1.15096 1.37244 1.15096

The accompanying notes are an integral part of these financial statements.



LOG COMMERCIAL PROPERTIES E PARTICIPAGOES S.A. !

ocj
STATEMENTS OF COMPREHENSIVE INCOME FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

commercial

(In thousands of Brazilian reais - RS) properties

Net income for the year 142,572 93,335 139,959 90,202
Effect of change in relative interest in joint ventures - 4,734 - 4,734
Total comprehensive income for the year 142,572 98,069 139,959 94,936

Comprehensive income attributable to:

Shareholders of the Company 139,959 94,936
Noncontrolling interests 2,613 3,133
142,572 98,069

The accompanying notes are an integral part of these financial statements.



LOG COMMERCIAL PROPERTIES E PARTICIPAGCOES S.A.

STATEMENTS OF CHANGES IN EQUITY FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - RS)

commercial
properties

Capital reserves Earnings reserves

Equity attributable

BALANCE AT DECEMBER 31, 2018
Capital increase
Net contributions from noncontrolling shareholders
Stock options
Effect of change in relative interest in joint ventures
Income of the year
Allocation of net income:
Recognition of legal reserve
Mandatory minimum dividends
Earnings retention
BALANCE AT DECEMBER 31, 2019

Capital increase
Share issuance cost reclassification
Net contributions from noncontrolling shareholders
Treasury shares:
Purchased
Disposed
Transferred
Stock options
Effect of change in relative interest in joint ventures
Capital transaction
Net income for the year
Allocation of net income:
Recognition of legal reserve
Mandatory minimum dividends
Earnings retention
BALANCE AT DECEMBER 31, 2020

The accompanying notes are an integral part of these financial statements.

. . . . Retained Valuation to Company Noncontrolling Total
Share issuance Share issuance Recognized Earnings " . . "
- - options granted Legal P earnings adjustment shan?h.olders interests (Consolidated)
(Individual)

1,315,841 - - (2,639) 2,723 22,675 813,403 - (4,734) 2,147,269 12,354 2,159,623
738,135 (15,904) - - - - - - - 722,231 - 722,231
- - - - - - - - - - (221) (221)
- - - - 623 - - - - 623 - 623
= = = = = = (4,679) = 4,734 55 = 55
- - - - - - - 90,202 - 90,202 3,133 93,335

- - - - - 4,510 - (4,510) - - - -
- - - - - - - (21,423) - (21,423) - (21,423)

- - - - - - 64,269 (64,269) - - - -
2,053,976 (15,904) - (2,639) 3,346 27,185 872,993 - - 2,938,957 15,266 2,954,223
- (51) - - - - - - - (51) - (51)

- (2,639) - 2,639 - - - - - - - -
- - - - - - - - - - (641) (641)
= = (18,597) = = = = = = (18,597) = (18,597)
- - 17,452 - - - 16,719 - - 34,171 - 34,171
- - 850 - - - (752) - - 98 - 98
- - - - 1,426 - - - - 1,426 - 1,426

- - - - - - (2,602) - - (2,602) 2,602 -
- - - - - - - 139,959 - 139,959 2,613 142,572

- - - - - 6,998 - (6,998) - - - -
- - - - - - - (33,240) - (33,240) - (33,240)

- - - - - - 99,721 (99,721) - - - -
2,053,976 (18,594) (295) - 4,772 34,183 986,079 - - 3,060,121 19,840 3,079,961




LOG COMMERCIAL PROPERTIES E PARTlClPAcéES S.A. DC’
STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019 - INDIRECT METHOD L ‘
(In thousands of Brazilian reais - R$) commerciat

_ “ conSOIidated m

Cash flows from operating activities
Net Income for the year 142,572 93,335 139,959 90,202
Adjustments to reconcile net income to net cash generated by (used in)
operating activities:

Depreciation 16 728 733 722 727
Results from equity participation 5 872 9,015 (101,983) (137,508)
Amortization of prepaid expenses 1,398 1,727 233 195
Allowance for credit risk 4 1,805 1,608 1,165 845
Financial result 17 15,056 38,146 8,769 28,159
Results on sale of partial equity interest in subsidiary - 7,992 - 7,992
Deferred taxes 79,300 40,419 73,778 34,603
Changes in the fair value of investment property 6 (148,927) (101,012) (121,654) (21,801)
Stock options 1,426 623 1,426 623
94,230 92,586 2,415 4,037
(Increase) decrease in operating assets:
Trade accounts receivable (10,425) (11,248) (7,394) (9,965)
Recoverable taxes 1,068 2,312 727 2,006
Prepaid expenses (1,113) (5,533) (1,303) (3,543)
Other assets 4,612 (17,141) (10,494) (15,852)
Increase (decrease) in operating liabilities:
Suppliers 20,329 (1,018) 23,976 1,676
Labor and social liabilities 1,403 1,059 1,418 911
Tax liabilities 12,355 11,082 1,338 1,352
Other liabilities (7,939) 9,297 (2,125) 2,519
Receipt from sales of subsidiary 29,656 20,979 29,656 20,979
Receipt for the sale of investment properties 90,739 164,863 90,739 164,863
Income tax and social contribution paid (10,700) (9,027) (263) -
Dividends received from subsidiaries 5 - 13,000 89,124 95,176
Net cash provided by operating activities 224,215 271,211 217,814 264,159

Cash flows from investing activities

Increase in marketable securities (317,294) (665,044) (298,152) (641,864)
Decrease in marketable securities 333,904 373,111 314,841 346,958
Increase in / acquisition of investments (11,685) (8,003) (74,386) (307,578)
Aquisition of investment properties (147,271) (186,169) (84,970) (37,588)
Receipts from related companies - - 2,861 3,364
Other (942) (665) (957) (680)
Net cash used in investing activities (143,288) (486,770) (140,763) (637,388)

Cash flows from financing activities

Proceeds from loans, financing and debentures, net - 328,959 - 327,214
Amortization of loans, financing and debentures (87,643) (352,834) (86,098) (234,010)
Interest paid (39,883) (104,608) (37,354) (64,909)
Lease payments (465) (122) (465) (122)
Capital increase 14 (a) - 738,135 - 738,135
Dividend paid (21,423) (10,328) (21,423) (10,328)
Share issuance costs (77) (24,096) (77) (24,096)
(Payment) receipt on derivative financial instrument - (2,426) - (2,426)
Acquisition of treasury shares 14 (b) (18,597) - (18,597) -
Disposal of treasury shares 14 (b) 34,171 - 34,171 -
Proceeds from exercised stock options 14 (b) 98 - 98 -
Contributions from noncontrolling shareholders (641) (221) - -
Net cash (used in) provided by financing activities (134,460) 572,459 (129,745) 729,458
(Decrease) increase in cash and cash equivalents (53,533) 356,900 (52,694) 356,229

Cash and cash equivalents

At the beginning of the year 507,388 150,488 505,869 149,640
At the end of the year 3 453,855 507,388 453,175 505,869
(Decrease) increase in cash and cash equivalents (53,533) 356,900 (52,694) 356229

The accompanying notes are an integral part of these financial statements.
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LOG COMMERCIAL PROPERTIES E PARTICIPAGOES S.A. U C’
STATEMENTS OF VALUE ADDED FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019 '
(ot
(In thousands of Brazilian reais - RS) bropertios.
_“ - m
Revenue
Revenues from rentals and services provided 149,141 135,682 38,055 28,281
Other revenue 50,371 103,685 46,863 103,295
Changes in the fair value of investment property 6 148,927 101,012 121,654 21,801
Revenue from construction of own assets 141,784 228,520 65,180 72,432
Allowance for credit risk 4 (1,805) (1,597) (1,165) (837)
488,418 567,302 270,587 224,972
Inputs purchased from third-parties (includes the taxes ICMS, IPI, PIS AND COFINS)
Supplies, power, outside services and other items (150,654) (224,639) (96,553) (93,682)
(150,654) (224,639) (96,553) (93,682)
Gross value added 337,764 342,663 174,034 131,290
Depreciation 16 (728) (733) (722) (727)
Net created wealth 337,036 341,930 173,312 130,563

Value added received in transfer

Results from equity participation 5 (872) (9,015) 101,983 137,508
Financial income 16,036 18,614 16,037 18,445

15,164 9,599 118,020 155,953
Total wealth for distribution 352,200 351,529 291,332 286,516

Distributed wealth

Personnel: 35,166 34,429 26,538 29,248
Salaries and wages 28,579 27,767 21,747 24,229
Benefits 5,257 5,212 3,859 3,811
Severance pay fund (FGTS) 1,330 1,450 932 1,208

Taxes and fares: 106,144 71,189 83,190 45,315
Federal 105,283 70,630 82,616 44,789
State - 13 - 11
Municipal 861 546 574 515

Lenders and lessors: 68,318 152,576 41,645 121,751
Interest 60,771 141,421 39,916 119,182
Rentals / Leases 7,416 10,920 1,704 2,526
Other 131 235 25 43

Shareholders: 142,572 93,335 139,959 90,202
Dividends 33,240 21,423 33,240 21,423
Retained earnings 106,719 68,779 106,719 68,779
Noncontrolling interests 2,613 3,133 - -

Distributed wealth 352,200 351,529 291,332 286,516

The accompanying notes are an integral part of these financial statements.
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(Free translation to English of Financial Statements Originally Issued in Portuguese)

For the Year ended December 31, 2020

LOG Commercial Properties e Participagoes S.A. y
Notes to the Financial Statements U‘ '

In thousands of Brazilian reais - RS, except if otherwise stated.

1.

2.

General information

LOG Commercial Properties e Participagdes S.A. (“Company”) is a publicly traded corporation listed in B3 S.A (B3),
with its head office at 621 Professor Mario Werneck Ave.,102 floor, Belo Horizonte city, Minas Gerais, with CNPJ
(taxpayer identification number) n2 09.041.168/0001-10. The Company was incorporated on June 10, 2008 and is
engaged in the following activities: (i) management of own and third party assets; (ii) rendering engineering and
construction services for residential and/or commercial properties; (iii) development, construction, rent and
related services, including real estate consulting, on own or third-party residential and/or commercial buildings,
mainly warehouses; and (iv) holding interests in other entities, either as partner or shareholder.

Projects are developed by LOG Commercial Properties e Participagdes S.A., its subsidiaries and joint ventures
(“Group”), which are primarily engaged in the construction and rent (operating leases) of industrial warehouses,
stores/offices and development and sale of industrial lots. On January 1%, 2019, the Company began providing
management services for its own condominiums, previously outsourced to companies operating in that business.
Delivered and managed projects are located in the States of Minas Gerais, Sdo Paulo, Espirito Santo, Paran3, Rio
de Janeiro, Goias, Cear3, Sergipe and Bahia.

In 2019, capital increases in the total amount of R$738,135 were made in the Company, through the issuance of
32,930 thousand new common shares, registered, book-entry and with no par value.

In December 2020 and 2019, the Company entered into a Purchase and Sale Agreements with LOGCP Inter Fundo
de Investimento Imobiliario, for the sale of minority interests in certain investment properties, which ended with
funding by R$91 million and R$165 million, respectively. The Company continues to evaluate future disposals,
depending on market conditions.

The Group maintains strong planning for expansion of its activities and, therefore, keep constant assessment of
the financial market aiming at the best opportunities to obtain resources to execute its business plan.

Presentation of financial statements, significant accounting policies and new
accounting standards

2.1 Presentation of financial statements

Statement of compliance

The Company’s Consolidated financial statements have been prepared in accordance with accounting
practices adopted in Brazil and also in accordance with the International Financial Reporting Standards
(“IFRS”), as issued by the International Accounting Standards Board (“IASB”). The Individual financial
statements are not considered in conformity with International Financial Reporting Standards (IFRS) because
it considers the borrowing cost’s capitalization on its investees’ qualifying assets. In conformity with “OCPC
07 - Evidenciagdo na Divulgagdo dos Relatérios Contdbil - Financeiros de Propdsito Geral” (General Purpose
Evidencing the Disclosure of Financial Statements), relevant information regarding the financial statements
has been disclosed and belongs to those used by the administration for its management.

The accounting practices adopted in Brazil comprise the policies set out in Brazilian Corporate Law and the
pronouncements, guidance and interpretations issued by the Accounting Pronouncements Committee (CPC),

12



=

approved by the Brazilian Securities and Exchange Commission (CVM) and the Federal Accoﬁnting Council
(CFC).

. Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the balances of ‘Cash and
cash equivalents’, ‘Marketable securities’, ‘Derivative financial instrument’, ‘Investment property’, ‘barters’
and several financings (hedge accounting), which are measured at fair values, as explained in the accounting
policies below. Historical cost is generally based on the fair value of the consideration given in exchange for
assets.

. Basis of consolidation

The Consolidated financial statements incorporate the financial statements of the Company and entities
controlled directly by the Company or indirectly through its subsidiaries. The Company's subsidiaries included
in consolidation are listed in Note 5.

In order to determine whether the Company has control over the investees, Management used contractual
agreements to evaluate the existing rights that give the Company the ability to direct the relevant activities
of the investees, as well as exposure to, or rights to, variable returns from its involvement with them and the
ability to use its power to affect the amount of returns.

On consolidation, the assets, liabilities and profits or losses balances of subsidiaries are combined with the
corresponding line items of the Company’s financial statements, on a per line item basis, and the parent
company’s interests in the subsidiaries’ equity, as well as all intragroup transactions, balances, revenue and
expenses are eliminated.

Noncontrolling interest (NCI) are measured initially at their proportionate share of the acquiree’s identifiable
net assets at the date of acquisition. Changes in the Group’s interest in a subsidiary that do not result in a
loss of control are accounted for as equity transactions.

When the Group loses control over a subsidiary, it derecognizes the assets and liabilities of the subsidiary,
and any related NCI and other components of equity. Any resulting gain or loss is recognized in profit or loss.

Any interest retained in the former subsidiary is measured at fair value when the control is lost.

2.2 Significant accounting policies

(a) Trade receivables

Trade receivables include receivables from the rent of assets, net of the allowance for expected credit loss
and from the sale of equity interests in companies that had investment properties as their main assets. Rental
receivables are not adjusted to present value since they have mainly short-term maturities and/or have an
immaterial impact on the financial statement. Noncurrent trade receivable balances refer to the straight-line
recognition of non-uniform contractual payments as required in item 81 of CPC 06 R2 (IAS 17) - Leases (Note
2.2 (0)) and installments receivable over twelve months from the sale of equity interests.

(b) Investments in subsidiaries and joint ventures

In the Company’s Consolidated and Individual financial statements, investments in joint ventures are
recorded using the equity method, based on the related investees’ financial statements as of the Company’s
reporting period and using the same accounting policies used in the Company’s financial statements.

Investments in subsidiaries are recorded in the Company’s Individual financial statements using the equity

method of accounting, based on the subsidiaries’ financial statements as of the Company’s reporting period
and prepared using the same accounting policies used in the Company’s financial statements.
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Profits and losses resulting from intragroup transactions are recognized in the financial statements only to
the extent of the interest in the investee held by third parties.

(c) Investment property

Investment property is measured initially at cost or at fair value for land acquired in barter and subsequently
at fair value, with level 3 measurement (assumptions described below). Gains and losses resulting from
changes in the fair value of investment property are recognized in profit or loss for the year.

As at December 31, 2020 and 2019, fair values of investment property were determined based on valuations
performed by external appraisers, with the required qualifications and recent experience in the valuation of
real estate properties in similar locations, as follows:

e Land: use of the Direct Market Inputs Comparative Method, under which fair value is determined by
directly comparing the value of other similar properties, located within the same geo-economic
region.

e Projects in operation or in construction phase: use the discounted cash flows model for a ten-year
period, when the disposal of the investment (divesture) is considered based on a hypothetical sale
of the property simulating the perpetuity principle.

Among the assumptions considered, the main ones were:

e The discount rates used consider the characteristics of the properties being valued and
range from 7.75% to 9.5% p.a. as at December 31, 2020 and 2019December 31, 2019.

e The divesture has been calculated using rates that range from 7.25% to 8.75% p.a. as at
December 31, 2020December 31, 2019 and 2019.

e Projected expenses corresponding to a 1.0 rental revenue as at December 31, 2020 and
2019, for commissions paid to the real estate consultant responsible for the rent of the
property. As at December 31, 2020 and 2019, rates of 1.5% and 2.0% of the residual sale
price for commissions paid to the real estate consultant responsible for the sale of the
property at the end of horizon.

An investment property is derecognized on disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from its disposal, where applicable. Any
gain or loss arising on derecognition of the property is recognized in line item “Other operating expenses,
net” in profit or loss in the period in which the property is derecognized.

Noncurrent assets held for sale

Noncurrent assets, or disposal groups comprising assets and liabilities, are classified as held-for-sale if it is
highly probable that they will be recovered primarily through sale rather than through continuing use.

Such assets, or disposal groups, are generally measured at the lower price carrying amount and fair value less
costs to sell. Impairment losses on initial classification as held-for-sale and subsequent gains or losses on
remeasurements are recognized in profit or loss.

(d) Provisions

A provision is recognized as result of a past event, when the Group has a legal or constructive obligation that
can be reliably estimated, and it is probable that a disbursement will be required to settle the obligation.

When a provision is measured based on the estimated future cash flows required to settle the obligation, the
provision is recorded for an amount representing the present value of such cash flows.
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(e) Loans, financing and debentures

(f)

Initially recognized when funds are received, net of transaction costs. At the end of the reporting period, they
are measured at their initial recognition amounts, less repayments plus accrued interest. Transaction costs
are presented as a reduction to current and noncurrent liabilities and are recognized in profit or loss over the
same repayment term of the financing from which they were originated based on the effective interest rate
of each transaction. The Group opted to present the interest paid on loans, financing and debentures as
financing activities in the statements of cash flows, since they represent costs of obtaining the referred funds.
Loans, financing and debentures are measured at amortized cost, except for financings which are measured
at fair value through profit or loss, according to the hedge accounting policy.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalized, until the assets are substantially ready for their intended use or sale.

Since financing activities are centrally managed by the Company, interest incurred by the Company on the
financing of its investees’ qualifying assets are capitalized and presented in line item “Investments in
subsidiaries and joint ventures” in the individual financial statements, net of gains obtained on the temporary
investment of funds obtained from specific borrowings that have not yet been spent on the qualifying assets.
In the Consolidated financial statements, subsidiaries’ capitalized borrowing cost are reclassified to cost of
the qualifying financed investment properties. Due to the fact that investment properties are measured at
fair value, the related costs are allocated to profit or loss by deducting the “Results from equity participation”
line item in individual financial statements and “Changes in fair value of investment properties” line item in
consolidated financial statements.

(8) Stock option plan

The Company has a share-based compensation plan under which certain employee’s services are
compensated through the grant of stock options. The Company recognizes compensation cost in profit or loss
on a straight-line basis over the vesting period, from grant date to the date the options become exercisable,
with a corresponding adjustment in equity. Compensation cost was determined based on the fair value of
the options on the grant date using the Black & Scholes pricing model. See Note 14 (f).

(h) Taxes

Current and deferred income tax (IRPJ), social contribution (CSLL), and taxes on revenue are recognized in
profit or loss, except when they correspond to items recognized in ‘Other comprehensive income’, or are
directly recognized in equity, in which case current and deferred taxes are also recognized in ‘Other
comprehensive income’ or directly in equity, respectively.

Income taxes: Income tax (IRPJ) and social contribution (CSLL)

The Company and some subsidiaries calculate income tax and social contribution based on actual taxable
income. As permitted by the Brazilian tax law, the subsidiaries and most joint ventures opted for taxation
based on deemed income, where the income tax and social contribution taxable base is calculated as 32% of
gross revenues from rental services plus financial income. The regular 15% income tax rate is levied on
deemed taxable income, plus a 10% surtax on income exceeding R$240 per annum, and for social contribution
the rate is 9%.

As permitted by the prevailing tax law, the subsidiaries and the joint ventures that elected the deemed
income taxation regime calculate rental revenues, and financial income on a cash basis.

15



L

Deferred taxes

Deferred income tax and social contribution (“deferred taxes”) are recognized, as prescribed by CPC 32 and
IAS 12 Income Tax, on tax loss carryforwards and the temporary differences between assets and liabilities
recognized for tax purposes and the related amounts recognized in the financial statements by applying the
statutory tax rates in effect on the date the financial statements were prepared and applicable when such
temporary differences reverse.

Deferred tax assets are recognized only to the extent that it is probable that future taxable income will be
generated to realize such deferred tax assets. The realization of deferred tax assets is assessed at the end of
each annual reporting period and, when it is no longer probable that future taxable income will be available
to recover of all or part of the assets, they are adjusted to the expected recoverable amount.

Taxes on revenue

Revenue is recorded net of PIS and COFINS levied on rental revenue and PIS, COFINS and ISS (Services Tax) on
condominium management revenue. The aggregate tax rate of the Social Integration Program Tax on Revenue
(PIS) and the Social Security Funding Tax on Revenue (COFINS) is 9.25%, levied on actual income
(noncumulative regime) or 3.65%, levied on deemed income.

Income and expense recognition

Revenue arises from the rental contracts and is recognized on a straight-line basis over the term of contract.
Rental revenue is recognized to the extent it is probable that economic benefits will flow to the Company and
the amount can be reliably measured. Revenues are being presented net of taxes.

Other income and expenses are recorded on the accrual basis.

Financial instruments

Financial assets and liabilities are recognized when the Group becomes a party to the contractual provisions
of the instruments and are initially measured at fair value.

Transaction costs that are directly attributable to the acquisition or issuance of the financial assets and
liabilities (other than financial assets and liabilities at fair value through profit or loss) are deducted from the
fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets and liabilities at fair value through profit or loss are
recognized immediately in profit or loss.

Financial assets and financial liabilities are stated at their net amounts in the balance sheet if, and only if, the
Company has a legally enforceable right to offset the amounts recognized and if there is intent to
simultaneously realize the asset and settle the liability.

Financial assets

Financial assets are classified based on the business model under which the asset is managed and its
contractual cash flow characteristics, as summarized below:

Categories / measurement Conditions for category definition

Financial assets are held within a business model whose objective is to hold
financial assets to collect contractual cash flows on specific dates.

There is not a specific definition within the business model about holding
financial asset to collect contractual cash flows on specific dates orselling
financial assets.

Fair value through profit or loss (FVTPL) All other financial assets.

Amortized cost

Fair value through other comprehensive income
(FVTOCI)
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The Group's main financial assets are shown below, classified as amortized cost, FVTPL and FVTOCI and
presented in Note 19 (b):

e Cash and cash equivalents: Include amounts held as cash, bank accounts, and short-term investments,
redeemable within ninety days or less as of the acquisition date, and subject to insignificant risk of change
in fair value.

e Marketable securities: The balance is primarily composed of investment funds that include public and
private securities (both post fixed), with high liquidity in active markets.

e Derivative financial instruments: Non-speculative derivative financial instruments for exposure
management, as described in Note 19 (a).

e Trade receivables: Represented substantially by rental receivables from rental assets and sale of equity
interest, as described in item 2.2 (a).

Ordinary purchases or sales of financial assets are recognized and derecognized on a trade date basis.
Ordinary purchases or sales are purchases or sales of financial assets that require delivery of assets in
accordance with regulation or market practice.

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset expires,
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another party. Upon full derecognition of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognized in profit or loss.

Financial liabilities

Classified at initial recognition as: (i) amortized cost; or (ii) measured at fair value through profit or loss.

The Group's financial liabilities are classified as measured at amortized cost, using the effective interest rate
method and include land payables, suppliers, loans, financing and debentures, except for financings which
are measured at fair value through profit or loss, as they were designated as hedged items, according to the
hedge accounting policy.

Financial liabilities are initially recognized when funds are received, net of transaction costs, when applicable.
At the end of the reporting period, they are carried at their initial recognition amount, less amortization of
installments of principal, when applicable, plus accrued interest. Transaction costs are presented as a
reduction of current and noncurrent liabilities and are recognized in profit or loss over the same repayment
term of the financing from which they were originated based on the effective interest rate of each
transaction.

The Group derecognizes financial liabilities when obligations are discharged, cancelled or expired. The
difference between the carrying amount of the financial liability derecognized and sum of the consideration

paid and payable is recognized in profit or loss.

Derivative financial instruments and hedge accounting

The Group entered non-speculative derivative financial instruments (swaps) to hedge its exposure to changes
in indexes and interest rates in several loans, financing and debentures or hedge against changes in th