PROSPECTUS DATED 4 AUGUST 2014 (Registered with the Monetary Authority of Singapore on 4 August 2014).

ABOUT IREIT GLOBAL
• First SGX-listed REIT established with the investment strategy
of principally investing, directly or indirectly, in a portfolio of
income-producing real estate in Europe which is used primarily
for office purposes, as well as real estate-related assets
• Initial Portfolio in Germany

8.0%

✔ Largest economy in the Eurozone(1)

Yield

Projection Year 2015(1)

OFFICE ASSETS
STRATEGICALLY
LOCATED IN
4 KEY GERMAN
CITIES

✔ Fourth largest economy in the world
- German economy is expected to continue to see
robust and broad-based growth
Germany GDP Growth
115

German GDP expected
to grow at 1.8% and
2.0% for 2014 and 2015
respectively
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(1)
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Based on the Offering Price of S$0.88 per Unit and the projected DPU for Projection Year 2015, together with the accompanying assumptions in the Prospectus. Such yield
will vary accordingly for investors who purchase Units in the secondary market at a market price different from the Offering Price
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★ Bonn

(a real estate investment trust constituted on 1 November 2013 under the laws of the Republic of Singapore)

Sole Global Coordinator

Joint Issue Managers, Bookrunners and Underwriters

★ Darmstadt

ABN AMRO Bank N.V., Singapore Branch

est. €49.6b

est. €48.0b
€46.7b

Munich

★

✔ Germany has AAA credit rating from
Fitch Inc, Moody’s and Standard &
Poor’s
✔ Favourable dynamics of Germany’s real
estate market
- Largest real estate investment market in
Eurozone(1)
- Mature property market with a transparent
business environment
- Growing participation from non-domestic investors
attracted by the stability, liquidity and the growth
potential
- Germany is currently in a landlord favourable
position on the global office rental cycle
(1)

Co-Manager and Sub-Underwriter

2014: 3.3%
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Global Office Market Wave (1Q 2014)
Accelerating

Slow Growth
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Asia PacificGrowth Markets
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Asia Pacific-Developed Markets

Downturn
Rent growth slowing
Still landlord favourable but growth is down
from peak
Rent falling from top of market cycle
Falling rents promise future opportunity for
tenants
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Recovering
Rent growth accelerating
Ideal for owners of property
Rent at or near bottom of market cycle
Ideal for tenants leasing or seeking to lease
property

LANDLORD FAVOURABLE

has been lodged with and registered by the Monetary Authority of Singapore (the “Authority” or “MAS”) on
16 July 2014 and 4 August 2014, respectively. The MAS assumes no responsibility for the contents of the
Prospectus. Registration of the Prospectus by the MAS does not imply that the Securities and Futures Act or
any other legal or regulatory requirements have been complied with. The MAS has not, in any way, considered
the investment merits of the collective investment scheme. This Prospectus will expire on 3 August 2015 (12
months after the date of the registration of this Prospectus).
See “Risk Factors” commencing on page 41 of this Prospectus for a discussion of certain factors to be
considered in connection with an investment in the Units. None of the Manager, the Trustee, the Sponsor,
the Sole Global Coordinator or the Joint Bookrunners guarantees the performance of IREIT, the repayment of
capital or the payment of a particular return on the Units.
Investors who are members of the Central Provident Fund (“CPF”) in Singapore may not use their CPF Ordinary Account
savings to purchase Units as an investment included under the CPF Investment Scheme – Ordinary Account under the Public
Offer. CPF members are allowed to invest up to 35.0% of the Investible Savings (as defined herein) in their CPF Ordinary
Accounts to purchase Units in the secondary market only. Investors applying for Units by way of Application Forms (as defined
herein) or Electronic Applications (both as referred to in Appendix G, “Terms, Conditions and Procedures for Application for
and Acceptance of the Units in Singapore”) in the Public Offer will have to pay the Offering Price on application, subject
to a refund of the full amount or, as the case may be, the balance of the application monies (in each case without interest
or any share of revenue or other benefit arising therefrom), where (i) an application is rejected or accepted in part only, or (ii)
if the Offering does not proceed for any reason.
In connection with the Offering, the Joint Bookrunners have been granted an over-allotment option (the “Over-Allotment
Option”) by Summit SPV (the “Unit Lender”), a company incorporated in British Virgin Islands, exercisable by DBS Bank
Ltd. (the “Stabilising Manager”) (or any of its affiliates), in consultation with the other Joint Bookrunner, in full or in part,
on one or more occasions, only from the Listing Date but no later than the earliest of (i) the date falling 30 days from the
Listing Date; or (ii) the date when the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising
Manager) has bought, on the SGX-ST, an aggregate of 11,360,000 Units, representing 6.8% of the total number of Units in
the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units (as defined herein), to undertake
stabilising actions to purchase up to an aggregate of 11,360,000 Units (representing 6.8% of the total number of Units
in the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units), at the Offering Price. The
exercise of the Over-Allotment Option will not increase the total number of Units outstanding. In connection with the Offering,
the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) may, in consultation
with the other Joint Bookrunner and at its discretion, over-allot or effect transactions which stabilise or maintain the market
price of the Units at levels that might not otherwise prevail in the open market. However, there is no assurance that the
Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) will undertake stabilising
action. Such transactions may be effected on the SGX-ST and in other jurisdictions where it is permissible to do so, in each
case in compliance with all applicable laws and regulations.
Nothing in this Prospectus constitutes an offer for securities for sale in the United States or any other jurisdiction where it
is unlawful to do so. The Units have not been, and will not be, registered under the United States Securities Act of 1933, as
amended (the “Securities Act”) or the securities law of any state of the United States and accordingly, may not be offered
or sold within the United States except in certain transactions exempt from or not subject to the registration requirements of
the Securities Act. The Units are being offered and sold in offshore transactions as defined in and in reliance on Regulation
S under the Securities Act (“Regulation S”).

TENANT FAVOURABLE

This document is important. If you are in any doubt as to the action you should take, you should consult your
stockbroker, bank manager, solicitor, accountant or other professional adviser.
IREIT Global Group Pte. Ltd., as manager (the “Manager”) of IREIT Global (“IREIT”), is making an offering (the “Offering”)
of 167,733,000 units representing undivided interests in IREIT (“Units”) for subscription at the Offering Price (as defined
below) (the “Offering Units”). The Offering consists of (i) an international placement of 156,373,000 Units to investors,
outside the United States of America (the “U.S.” or “United States”) (the “Placement Tranche”), and (ii) an offering of
11,360,000 Units to the public in Singapore (the “Public Offer”).
The issue price of each Unit under the Offering is S$0.88 per Unit (the “Offering Price”). DBS Bank Ltd. is the sole global
coordinator for the Offering (the “Sole Global Coordinator”). DBS Bank Ltd. and Barclays Bank PLC, Singapore Branch
are the joint issue managers, bookrunners and underwriters for the Offering (collectively, the “Joint Issue Managers,
Bookrunners and Underwriters” or the “Joint Bookrunners”). The Offering is fully underwritten at the Offering Price
by the Joint Bookrunners on the terms and subject to the conditions of the Underwriting Agreement (as defined herein).
The total number of Units in issue as at the date of this Prospectus is 1,000 Units (the “Initial Units”). The total number of
outstanding Units immediately after completion of the Offering will be 419,337,000 Units. The exercise of the Over-Allotment
Option will not increase the total number of Units in issue.
Concurrently with, but separate from the Offering, each of Wealthy Fountain Holdings Inc (“Summit SPV”) and Mr Tong
Jinquan has entered into a separate subscription agreement (the “Summit Subscription Agreements”) to subscribe
for an aggregate of 251,603,000 Units (the “Summit Units”) at the Offering Price conditional upon the Underwriting
Agreement having been entered into, and not having been terminated, pursuant to its terms on or prior to the Settlement
Date (as defined herein).
Prior to the Offering, there has been no market for the Units. The offer of Units under this Prospectus will be by way of an
initial public offering in Singapore (“IPO”). Application has been made to Singapore Exchange Securities Trading Limited (the
“SGX-ST”) for permission to list on the Main Board of the SGX-ST (i) all Units comprised in the Offering, (ii) the Summit
Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full or part payment
of the Manager’s fees. Such permission will be granted when IREIT has been admitted to the Official List of the SGX-ST
(the “Listing Date”). Acceptance of applications for Units will be conditional upon issue of the Units and upon permission
being granted to list the Units. In the event that such permission is not granted or if the Offering is not completed for
any other reason, application monies will be returned in full, at each investor’s own risk, without interest or any share of
revenue or other benefit arising therefrom, and without any right or claim against any of IREIT, the Manager, DBS Trustee
Limited, as trustee of IREIT (the “Trustee”), Sella Holdings Pte. Ltd. (the “Sponsor”), the Sole Global Coordinator or the
Joint Bookrunners.
IREIT has received a letter of eligibility from the SGX-ST for the listing and quotation of (i) all Units comprised in the Offering,
(ii) the Summit Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full
or part payment of the Manager’s fees on the Main Board of the SGX-ST. IREIT’s eligibility to list on the Main Board of the
SGX-ST does not indicate the merits of the Offering, IREIT, the Manager, the Trustee, the Sponsor, the Sole Global Coordinator,
the Joint Bookrunners or the Units. The SGX-ST assumes no responsibility for the correctness of any statements or opinions
made or reports contained in this Prospectus. Admission to the Official List of the SGX-ST is not to be taken as an indication
of the merits of the Offering, IREIT, the Manager, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or the Units.
The collective investment scheme offered in this Prospectus is an authorised scheme under the Securities and
Futures Act, Chapter 289 of Singapore (the “Securities and Futures Act” or “SFA”). A copy of this Prospectus
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has been lodged with and registered by the Monetary Authority of Singapore (the “Authority” or “MAS”) on
16 July 2014 and 4 August 2014, respectively. The MAS assumes no responsibility for the contents of the
Prospectus. Registration of the Prospectus by the MAS does not imply that the Securities and Futures Act or
any other legal or regulatory requirements have been complied with. The MAS has not, in any way, considered
the investment merits of the collective investment scheme. This Prospectus will expire on 3 August 2015 (12
months after the date of the registration of this Prospectus).
See “Risk Factors” commencing on page 41 of this Prospectus for a discussion of certain factors to be
considered in connection with an investment in the Units. None of the Manager, the Trustee, the Sponsor,
the Sole Global Coordinator or the Joint Bookrunners guarantees the performance of IREIT, the repayment of
capital or the payment of a particular return on the Units.
Investors who are members of the Central Provident Fund (“CPF”) in Singapore may not use their CPF Ordinary Account
savings to purchase Units as an investment included under the CPF Investment Scheme – Ordinary Account under the Public
Offer. CPF members are allowed to invest up to 35.0% of the Investible Savings (as defined herein) in their CPF Ordinary
Accounts to purchase Units in the secondary market only. Investors applying for Units by way of Application Forms (as defined
herein) or Electronic Applications (both as referred to in Appendix G, “Terms, Conditions and Procedures for Application for
and Acceptance of the Units in Singapore”) in the Public Offer will have to pay the Offering Price on application, subject
to a refund of the full amount or, as the case may be, the balance of the application monies (in each case without interest
or any share of revenue or other benefit arising therefrom), where (i) an application is rejected or accepted in part only, or (ii)
if the Offering does not proceed for any reason.
In connection with the Offering, the Joint Bookrunners have been granted an over-allotment option (the “Over-Allotment
Option”) by Summit SPV (the “Unit Lender”), a company incorporated in British Virgin Islands, exercisable by DBS Bank
Ltd. (the “Stabilising Manager”) (or any of its affiliates), in consultation with the other Joint Bookrunner, in full or in part,
on one or more occasions, only from the Listing Date but no later than the earliest of (i) the date falling 30 days from the
Listing Date; or (ii) the date when the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising
Manager) has bought, on the SGX-ST, an aggregate of 11,360,000 Units, representing 6.8% of the total number of Units in
the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units (as defined herein), to undertake
stabilising actions to purchase up to an aggregate of 11,360,000 Units (representing 6.8% of the total number of Units
in the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units), at the Offering Price. The
exercise of the Over-Allotment Option will not increase the total number of Units outstanding. In connection with the Offering,
the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) may, in consultation
with the other Joint Bookrunner and at its discretion, over-allot or effect transactions which stabilise or maintain the market
price of the Units at levels that might not otherwise prevail in the open market. However, there is no assurance that the
Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) will undertake stabilising
action. Such transactions may be effected on the SGX-ST and in other jurisdictions where it is permissible to do so, in each
case in compliance with all applicable laws and regulations.
Nothing in this Prospectus constitutes an offer for securities for sale in the United States or any other jurisdiction where it
is unlawful to do so. The Units have not been, and will not be, registered under the United States Securities Act of 1933, as
amended (the “Securities Act”) or the securities law of any state of the United States and accordingly, may not be offered
or sold within the United States except in certain transactions exempt from or not subject to the registration requirements of
the Securities Act. The Units are being offered and sold in offshore transactions as defined in and in reliance on Regulation
S under the Securities Act (“Regulation S”).
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Option will not increase the total number of Units in issue.
Concurrently with, but separate from the Offering, each of Wealthy Fountain Holdings Inc (“Summit SPV”) and Mr Tong
Jinquan has entered into a separate subscription agreement (the “Summit Subscription Agreements”) to subscribe
for an aggregate of 251,603,000 Units (the “Summit Units”) at the Offering Price conditional upon the Underwriting
Agreement having been entered into, and not having been terminated, pursuant to its terms on or prior to the Settlement
Date (as defined herein).
Prior to the Offering, there has been no market for the Units. The offer of Units under this Prospectus will be by way of an
initial public offering in Singapore (“IPO”). Application has been made to Singapore Exchange Securities Trading Limited (the
“SGX-ST”) for permission to list on the Main Board of the SGX-ST (i) all Units comprised in the Offering, (ii) the Summit
Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full or part payment
of the Manager’s fees. Such permission will be granted when IREIT has been admitted to the Official List of the SGX-ST
(the “Listing Date”). Acceptance of applications for Units will be conditional upon issue of the Units and upon permission
being granted to list the Units. In the event that such permission is not granted or if the Offering is not completed for
any other reason, application monies will be returned in full, at each investor’s own risk, without interest or any share of
revenue or other benefit arising therefrom, and without any right or claim against any of IREIT, the Manager, DBS Trustee
Limited, as trustee of IREIT (the “Trustee”), Sella Holdings Pte. Ltd. (the “Sponsor”), the Sole Global Coordinator or the
Joint Bookrunners.
IREIT has received a letter of eligibility from the SGX-ST for the listing and quotation of (i) all Units comprised in the Offering,
(ii) the Summit Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full
or part payment of the Manager’s fees on the Main Board of the SGX-ST. IREIT’s eligibility to list on the Main Board of the
SGX-ST does not indicate the merits of the Offering, IREIT, the Manager, the Trustee, the Sponsor, the Sole Global Coordinator,
the Joint Bookrunners or the Units. The SGX-ST assumes no responsibility for the correctness of any statements or opinions
made or reports contained in this Prospectus. Admission to the Official List of the SGX-ST is not to be taken as an indication
of the merits of the Offering, IREIT, the Manager, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or the Units.
The collective investment scheme offered in this Prospectus is an authorised scheme under the Securities and
Futures Act, Chapter 289 of Singapore (the “Securities and Futures Act” or “SFA”). A copy of this Prospectus
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DARMSTADT CAMPUS

BONN CAMPUS
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BONN
Host city of the United Nations
Major centre for information technology and
telecommunications
Global headquarters of Deutsche Telekom
Education and research play an important
role in the economy and make up of Bonn;
home to four Max-Planck Institutes, one of
Europe’s leading research organisations

•
•
•
•
•

BONN CAMPUS
Located in the Bundesviertel (federal quarter), the prime office
area within Bonn
5 km to city centre and 26 km to Cologne Bonn international
airport
Rail station (U-Bahn) located 100 m to the north
High standard of office accommodation and building
specification, extensive and state-of-the-art technical equipment
Fully let to wholly-owned subsidiary of Deutsche Telekom

DARMSTADT
• 30 km south of Frankfurt which is Germany’s
second largest city and financial capital
• Known for its strong science presence
• Large tertiary education sector and key research
facilities, including European Space Operations
Centre of the European Space Agency and the
International Particle Accelerator Facility

•
•
•
•
•
•

DARMSTADT CAMPUS
Located in the TZ Rhein Main Business Park, one of the largest
and most modern business park in the city
Largest concentration of Deutsche Telekom offices outside of Bonn
About 1 km across the main road from the Darmstadt central
railway station
25 km to the Frankfurt Rhein Main Airport
Floor plates are of modern configuration
Fully let to wholly-owned subsidiary of Deutsche Telekom

STRONG TENANT BASE AND LONG WEIGHTED AVERAGE LEASE EXPIRY OF 7.6 YEARS (1)
MANAGER’S ‘ABBA’ STRATEGY
‘A’ properties
in ‘B’ cities
Assets

Cities

‘B’ properties
in ‘A’ cities

Core assets
Core-plus assets
– Modern building
– Properties fulfilling all but
– Prime location
one criteria highlighted
– Long term lease and
on the left
tenant(s) with good lease		
covenants
– Second-tier cities

– First-tier cities

Top 5 Tenants (2)

Manager’s ABBA strategy
allows for higher yielding
assets with potential for
improvement via rental
uplift or through active
asset management

About Deutsche Telekom

ST
Microelectronics

6.8%

Allianz

5.5%
Ebase

5.0%
Yamaichi

2.1%

Others

1.1%

Deutsche
Telekom's
subsidiary

79.5%

• One of the world’s leading integrated telecommunications
companies
• Presence in more than 50 countries with more than 230,000
employees(3)
• Listed on all seven stock exchanges in Germany with market
capitalisation of €55.3 billion(3)
• Fortune Global 500 company with long term Moody’s S&P and
Fitch ratings of Baa1, BBB+ and BBB+(3)
• 31.9% held by the German state(4)
By Gross Rental Income as at 31 March 2014
By percentage of Gross Rental Income for the month of March 2014
As at 31 December 2013
(4)
As at 31 September 2013

(1)

(2)
(3)
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MÜNSTER CAMPUS

CONCOR PARK (MUNICH)

1

st

First redevelopment in
Germany to receive the
Green Building Silver
Certificate from the German
Society for Sustainable
Building on 1 July 2014

•
•
•
•

MÜNSTER
Largest city in and capital city of Münsterland
Cultural centre and university city
Home to many public authorities, consulting
companies, insurance companies, banks,
publishing houses, advertising and design firms
Population to grow approximately 16.8%* by
2025

•
•
•
•
•

MÜNSTER CAMPUS
Located in Zentrum Nord, one of the largest office locations in
Münster
Zentrum Nord Central Station located nearby
2.5 km to city centre and 26 km to the Münster Osnabrück
International Airport
Modern configuration, high quality finishing and fit-out specification
Fully let to wholly-owned subsidiary of Deutsche Telekom

* Source: Cushman & Wakefield LLP

Year of Completion
Independent Appraisal

(1)

Bonn Campus

Darmstadt Campus

Münster Campus

Concor Park

2008

2007

2007

2011(3)

€100.0 million

€74.1 million

€50.9 million

€59.1 million

32,736 sq m

30,371 sq m

Land Tenure
Committed Occupancy
Car Park Spaces
WALE by Gross Rental Income (31 March 2014)

(2)
(3)
(4)

27,183 sq m

31,216 sq m

100%

(2)

(1)

•
•
•

656

1,189

588

512

9.1 years

8.5 years

5.7 years

5.9 years

GMG Generalmietgesellschaft mbH
(wholly-owned subsidiary of Deutsche Telekom AG)

ST Microelectronics,
Allianz, Ebase(4)

Valuation by Colliers International Property Advisers UK LLP for Bonn Campus, Darmstadt Campus and Münster Campus, and valuation by Cushman & Wakefield LLP for Concor Park
as at 31 March 2014
Including a legally binding lease that will commence on Listing Date
Constructed in 1978 and fully refurbished in 2011
Trade names of tenants’ parent companies. Full names are ST Microelectronics GmbH, Allianz Handwerker Services GmbH and European Bank for Fund Services GmbH respectively.

•
•
•
•

BREAKDOWN BY VALUATION(1)
AS AT 31 MARCH 2014

100% Freehold

Net Lettable Area

Key Tenant(s)

•

MUNICH
Capital and largest city in the state of
Bavaria
One of the foremost business hubs in
Germany and Europe, and one of the top
destinations for FDI within Germany
Leading high-tech and media location
Home to major German corporations and
financial institutions

BREAKDOWN BY NET PROPERTY INCOME
FOR PROJECTION YEAR 2015

Concor Park

Concor Park

Aggregate
Valuation
€284.1 million
(Approximately
S$478.3 million)(2)

CONCOR PARK
Located in the commercial area of Aschheim-Dornach in
Metropolitan Munich area of Aschheim
Riem S-Bahn railway station located immediately south of the
property
10.5 km to city centre and 38 km to Munich Franz Josef Strauss
International Airport
Tenants include ST Microelectronics, Allianz and European Bank
for Fund Services GmbH

21.1%

20.8%

Bonn
Campus

Bonn
Campus

32.3%

35.2%
Münster
Campus

Münster
Campus

18.1%

17.9%

Darmstadt
Campus

Darmstadt
Campus

28.5%

26.1%

By the Independent Valuers
(2)
Based on exchange rate of €1.00 : S$1.6836
(1)

Total NPI
€20.1 million

MÜNSTER CAMPUS

CONCOR PARK (MUNICH)

1

st

First redevelopment in
Germany to receive the
Green Building Silver
Certificate from the German
Society for Sustainable
Building on 1 July 2014

•
•
•
•

MÜNSTER
Largest city in and capital city of Münsterland
Cultural centre and university city
Home to many public authorities, consulting
companies, insurance companies, banks,
publishing houses, advertising and design firms
Population to grow approximately 16.8%* by
2025

•
•
•
•
•

MÜNSTER CAMPUS
Located in Zentrum Nord, one of the largest office locations in
Münster
Zentrum Nord Central Station located nearby
2.5 km to city centre and 26 km to the Münster Osnabrück
International Airport
Modern configuration, high quality finishing and fit-out specification
Fully let to wholly-owned subsidiary of Deutsche Telekom

* Source: Cushman & Wakefield LLP

Year of Completion
Independent Appraisal

(1)

Bonn Campus

Darmstadt Campus

Münster Campus

Concor Park

2008

2007

2007

2011(3)

€100.0 million

€74.1 million

€50.9 million

€59.1 million

32,736 sq m

30,371 sq m

Land Tenure
Committed Occupancy
Car Park Spaces
WALE by Gross Rental Income (31 March 2014)

(2)
(3)
(4)

27,183 sq m

31,216 sq m

100%

(2)

(1)

•
•
•

656

1,189

588

512

9.1 years

8.5 years

5.7 years

5.9 years

GMG Generalmietgesellschaft mbH
(wholly-owned subsidiary of Deutsche Telekom AG)

ST Microelectronics,
Allianz, Ebase(4)

Valuation by Colliers International Property Advisers UK LLP for Bonn Campus, Darmstadt Campus and Münster Campus, and valuation by Cushman & Wakefield LLP for Concor Park
as at 31 March 2014
Including a legally binding lease that will commence on Listing Date
Constructed in 1978 and fully refurbished in 2011
Trade names of tenants’ parent companies. Full names are ST Microelectronics GmbH, Allianz Handwerker Services GmbH and European Bank for Fund Services GmbH respectively.

•
•
•
•

BREAKDOWN BY VALUATION(1)
AS AT 31 MARCH 2014

100% Freehold

Net Lettable Area

Key Tenant(s)

•

MUNICH
Capital and largest city in the state of
Bavaria
One of the foremost business hubs in
Germany and Europe, and one of the top
destinations for FDI within Germany
Leading high-tech and media location
Home to major German corporations and
financial institutions

BREAKDOWN BY NET PROPERTY INCOME
FOR PROJECTION YEAR 2015

Concor Park

Concor Park

Aggregate
Valuation
€284.1 million
(Approximately
S$478.3 million)(2)

CONCOR PARK
Located in the commercial area of Aschheim-Dornach in
Metropolitan Munich area of Aschheim
Riem S-Bahn railway station located immediately south of the
property
10.5 km to city centre and 38 km to Munich Franz Josef Strauss
International Airport
Tenants include ST Microelectronics, Allianz and European Bank
for Fund Services GmbH

21.1%

20.8%

Bonn
Campus

Bonn
Campus

32.3%

35.2%
Münster
Campus

Münster
Campus

18.1%

17.9%

Darmstadt
Campus

Darmstadt
Campus

28.5%

26.1%

By the Independent Valuers
(2)
Based on exchange rate of €1.00 : S$1.6836
(1)

Total NPI
€20.1 million

✔ Strategically located in 4 key German cities
- Bonn, Darmstadt, Münster and Munich are administrative centres and/or key commercial hubs
- All 4 cities are in favourable positions on Germany’s office rental cycle

€54,502

Accelerating

Slow Growth

€60,716
€52,599

Dusseldolf
Frankfurt

Munich

Berlin, Hamburg

DARMSTADT

Germany
average
€33,512

Recovering

Downturn

Bonn

Darmstadt

Münster

Munich

Source: Cushman & Wakefield LLP

✔ 100% freehold high quality assets

- Recently built or fully refurbished
- Modern configuration and fitted out to a high
specification
- Well connected to public transportation,
highways and international airports

✔ 100% Committed Occupancy(1)

- Strong tenants anchored by Deutsche
Telekom(2), one of the world’s leading integrated
telecommunication companies, and other global
companies

✔ Experienced management team

- CEO involved in over US$2 billion in real estate
acquisitions
- CEO and CIO have proven track record and
experience in real estate markets across
Europe

Rent growth slowing
Still landlord favourable but growth is down
from peak
Rent falling from top of market cycle
Falling rents promise future opportunity for
tenants

(2)

(3)
(4)
(5)

Including a legally binding lease that will commence on Listing Date
The Deutsche Telekom Properties (comprising the Bonn Campus, Darmstadt
Campus and Münster Campus properties) are 100% leased to GMG
Generalmietgesellschaft mbH, a wholly-owned subsidiary of Deutsche
Telekom AG
By Gross Rental Income as at 31 March 2014
As at Listing Date
Based on the Offering Price of S$0.88 per Unit and the projected DPU
for Forecast Period 2014, Projection Year 2015 and Projection Year 2016,
together with the accompanying assumptions in the Prospectus. Such yield
will vary accordingly for investors who purchase Units in the secondary
market at a market price different from the Offering Price

Rent growth accelerating
Ideal for owners of property
Rent at or near bottom of market cycle
Ideal for tenants leasing or seeking to lease
property

Note: The position on the cycle relates to the most important office cluster in each location
Source: Cushman & Wakefield LLP

✔ Alignment of interest between
Strategic Partner, Manager and
Unitholders

- Manager is 65% owned by the Strategic Partner
who holds directly and indirectly 60% of IREIT
- Management fee structure aligns interest of
Manager with that of Unitholders’

✔ Stable and growing distributions

- Long weighted average lease expiry of
7.6 years(3)
- Potential rental uplift through German CPI-linked
rental adjustments
- 33.2% Aggregate Leverage(4) with fixed
borrowing interest rates for 5 years
Forecast and Projected Distribution Yields (5)

7.6%
(1)

MÜNSTER
BONN
MUNICH-DORNACH

LANDLORD FAVOURABLE

€64,425

Germany Office Market Wave (1Q 2014)

TENANT FAVOURABLE

Per Capita GDP (2013)

Organic
5.3%
Growth

KEY OBJECTIVES
The Manager’s key financial objectives are to provide unitholders of IREIT with regular and stable
distributions and the potential for sustainable long-term growth in DPU and net asset value per Unit,
while maintaining an appropriate capital structure for IREIT.

8.0%
Applications for the Public Offer may be
made through:
• ATMs and internet banking websites of DBS
Bank Ltd. (including POSB), Oversea-Chinese
Banking Corporation Limited (OCBC) and United
Overseas Bank Limited (and its subsidiary, Far
Eastern Bank Limited) (UOB Group)
• Mobile banking platform of DBS Bank Ltd.

Forecast Period 2014
(Annualised)

Projection Year 2015
and Projection Year 2016

• Printed WHITE application forms which form part
of the Prospectus

IMPORTANT DATES
Event

Date & Time

Public Offer starts

5 August 2014 (Tuesday), 9:00 a.m.

Public Offer ends

11 August 2014 (Monday), 12:00 noon

Commence trading
on a “ready” basis

13 August 2014 (Wednesday), 2:00 p.m.

✔ Strategically located in 4 key German cities
- Bonn, Darmstadt, Münster and Munich are administrative centres and/or key commercial hubs
- All 4 cities are in favourable positions on Germany’s office rental cycle

€54,502

Accelerating

Slow Growth

€60,716
€52,599

Dusseldolf
Frankfurt

Munich

Berlin, Hamburg

DARMSTADT

Germany
average
€33,512

Recovering

Downturn

Bonn

Darmstadt

Münster

Munich

Source: Cushman & Wakefield LLP

✔ 100% freehold high quality assets

- Recently built or fully refurbished
- Modern configuration and fitted out to a high
specification
- Well connected to public transportation,
highways and international airports

✔ 100% Committed Occupancy(1)

- Strong tenants anchored by Deutsche
Telekom(2), one of the world’s leading integrated
telecommunication companies, and other global
companies

✔ Experienced management team

- CEO involved in over US$2 billion in real estate
acquisitions
- CEO and CIO have proven track record and
experience in real estate markets across
Europe

Rent growth slowing
Still landlord favourable but growth is down
from peak
Rent falling from top of market cycle
Falling rents promise future opportunity for
tenants

(2)

(3)
(4)
(5)

Including a legally binding lease that will commence on Listing Date
The Deutsche Telekom Properties (comprising the Bonn Campus, Darmstadt
Campus and Münster Campus properties) are 100% leased to GMG
Generalmietgesellschaft mbH, a wholly-owned subsidiary of Deutsche
Telekom AG
By Gross Rental Income as at 31 March 2014
As at Listing Date
Based on the Offering Price of S$0.88 per Unit and the projected DPU
for Forecast Period 2014, Projection Year 2015 and Projection Year 2016,
together with the accompanying assumptions in the Prospectus. Such yield
will vary accordingly for investors who purchase Units in the secondary
market at a market price different from the Offering Price

Rent growth accelerating
Ideal for owners of property
Rent at or near bottom of market cycle
Ideal for tenants leasing or seeking to lease
property

Note: The position on the cycle relates to the most important office cluster in each location
Source: Cushman & Wakefield LLP

✔ Alignment of interest between
Strategic Partner, Manager and
Unitholders

- Manager is 65% owned by the Strategic Partner
who holds directly and indirectly 60% of IREIT
- Management fee structure aligns interest of
Manager with that of Unitholders’

✔ Stable and growing distributions

- Long weighted average lease expiry of
7.6 years(3)
- Potential rental uplift through German CPI-linked
rental adjustments
- 33.2% Aggregate Leverage(4) with fixed
borrowing interest rates for 5 years
Forecast and Projected Distribution Yields (5)

7.6%
(1)

MÜNSTER
BONN
MUNICH-DORNACH

LANDLORD FAVOURABLE

€64,425

Germany Office Market Wave (1Q 2014)

TENANT FAVOURABLE

Per Capita GDP (2013)

Organic
5.3%
Growth

KEY OBJECTIVES
The Manager’s key financial objectives are to provide unitholders of IREIT with regular and stable
distributions and the potential for sustainable long-term growth in DPU and net asset value per Unit,
while maintaining an appropriate capital structure for IREIT.

8.0%
Applications for the Public Offer may be
made through:
• ATMs and internet banking websites of DBS
Bank Ltd. (including POSB), Oversea-Chinese
Banking Corporation Limited (OCBC) and United
Overseas Bank Limited (and its subsidiary, Far
Eastern Bank Limited) (UOB Group)
• Mobile banking platform of DBS Bank Ltd.

Forecast Period 2014
(Annualised)

Projection Year 2015
and Projection Year 2016

• Printed WHITE application forms which form part
of the Prospectus

IMPORTANT DATES
Event

Date & Time

Public Offer starts

5 August 2014 (Tuesday), 9:00 a.m.

Public Offer ends

11 August 2014 (Monday), 12:00 noon

Commence trading
on a “ready” basis

13 August 2014 (Wednesday), 2:00 p.m.
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NOTICE TO INVESTORS
No person is authorised to give any information or to make any representation not contained in
this Prospectus and any information or representation not so contained must not be relied upon
as having been authorised by or on behalf of IREIT, the Manager, the Trustee, the Sole Global
Coordinator, the Joint Bookrunners or the Sponsor. If anyone provides you with different or
inconsistent information, you should not rely upon it. Neither the delivery of this Prospectus nor
any offer, subscription, sale or transfer made hereunder shall under any circumstances imply that
the information herein is correct as of any date subsequent to the date hereof or constitute a
representation that there has been no change or development reasonably likely to involve a
material adverse change in the business affairs, conditions and prospects of IREIT, the Manager,
the Units or the Sponsor since the date on the front cover of this Prospectus. Where such changes
occur and are material or required to be disclosed by law, the SGX-ST and/or any other regulatory
or supervisory body or agency, the Manager will make an announcement of the same to the
SGX-ST and, if required, lodge and issue a supplementary document or replacement document
pursuant to Section 298 of the Securities and Futures Act and take immediate steps to comply with
the said Section 298. Investors should take notice of such announcements and documents and
upon release of such announcements and documents shall be deemed to have notice of such
changes.
None of IREIT, the Manager, the Trustee, the Sole Global Coordinator, the Joint Bookrunners and
the Sponsor or any of their respective affiliates, directors, officers, employees, agents,
representatives or advisers is making any representation or undertaking to any purchaser or
subscriber of Units regarding the legality of an investment by such purchaser or subscriber under
appropriate legal, investment or similar laws. In addition, investors in the Units should not
construe the contents of this Prospectus as legal, business, financial or tax advice. Investors
should be aware that they may be required to bear the financial risks of an investment in the Units
for an indefinite period of time. Investors should consult their own professional advisers as to the
legal, tax, business, financial and related aspects of an investment in the Units.
Copies of this Prospectus and the Application Forms may be obtained on request, subject to
availability, during office hours, from:
DBS Bank Ltd.
12 Marina Boulevard Level 46
DBS Asia Central @
Marina Bay Financial Centre Tower 3
Singapore 018982

Barclays Bank PLC, Singapore Branch
Level 28
One Raffles Quay
Singapore 048583

and, where applicable, from members of the Association of Banks in Singapore, members of the
SGX-ST and merchant banks in Singapore. A copy of this Prospectus is also available on the
SGX-ST website: http://www.sgx.com.
The distribution of this Prospectus and the offering, subscription, purchase, sale or transfer of the
Units in certain jurisdictions may be restricted by law. IREIT, the Manager, the Trustee, the Sole
Global Coordinator, the Joint Bookrunners and the Sponsor require persons into whose
possession this Prospectus comes to inform themselves about and to observe any such
restrictions at their own expense and without liability to IREIT, the Manager, the Trustee, the Sole
Global Coordinator, the Joint Bookrunners and the Sponsor. This Prospectus does not constitute,
and the Manager, the Trustee, the Sole Global Coordinator, the Joint Bookrunners and the
Sponsor are not making, an offer of, or an invitation to subscribe for or purchase, any of the Units
in any jurisdiction in which such offer or invitation would be unlawful. Persons to whom a copy of
this Prospectus has been issued shall not circulate to any other person, reproduce or otherwise
distribute this Prospectus or any information herein for any purpose whatsoever nor permit or
cause the same to occur.
iii

In connection with the Offering, the Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) may, in consultation with the other Joint Bookrunner
and at its discretion, over-allot or effect transactions which stabilise or maintain the market price
of the Units at levels that might not otherwise prevail in the open market. However, there is no
assurance that the Stabilising Manager (or any of its affiliates or other persons acting on behalf
of the Stabilising Manager) will undertake stabilising action. Such transactions may be effected on
the SGX-ST and in other jurisdictions where it is permissible to do so, in each case in compliance
with all applicable laws and regulations (including the SFA and any regulations thereunder). Such
transactions may commence on or after the Listing Date, and, if commenced, may be discontinued
at any time and shall not be effected after the earliest of (i) the date falling 30 days from the Listing
Date or (ii) the date when the Stabilising Manager (or any of its affiliates or other persons acting
on behalf of the Stabilising Manager) has bought, on the SGX-ST, an aggregate of 11,360,000
Units, representing 6.8% of the total number of Units in the Offering and 12.9% of the total number
of Units in the Offering excluding the LCH Units, to undertake stabilising actions to purchase up
to an aggregate of 11,360,000 Units (representing 6.8% of the total number of Units in the Offering
and 12.9% of the total number of Units in the Offering excluding the LCH Units), at the Offering
Price. The exercise of the Over-Allotment Option will not increase the total number of Units
outstanding.

iv

FORWARD-LOOKING STATEMENTS
Certain statements in this Prospectus constitute “forward-looking statements”. This Prospectus
also contains forward-looking financial information in “Profit Forecast and Profit Projections”.
Such forward-looking statements and financial information involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements
of IREIT, the Manager, the Sponsor or industry results, to be materially different from any future
results, performance or achievements expressed or implied by such forward-looking statements
and financial information. Such forward-looking statements and financial information are based on
numerous assumptions regarding the Manager’s present and future business strategies and the
environment in which IREIT, the Manager or the Sponsor will operate in the future. Because these
statements and financial information reflect the current views of the Manager and the Sponsor
concerning future events, these statements and financial information necessarily involve risks,
uncertainties and assumptions. Actual future performance could differ materially from these
forward-looking statements and financial information. You should not place any undue reliance on
these forward-looking statements.
Among the important factors that could cause the actual results, performance or achievements of
IREIT, the Manager or the Sponsor to differ materially from those in the forward-looking
statements and financial information are the conditions of, and changes in, the domestic, regional
and global economies, including, but not limited to, factors such as political, economic and social
conditions in Singapore and Europe, changes in government laws and regulations affecting IREIT,
competition in the property market of Europe in which IREIT may invest, industry, currency
exchange rates, interest rates, inflation, relations with service providers, relations with lenders,
hostilities (including future terrorist attacks), the performance and reputation of IREIT’s properties
and/or acquisitions, difficulties in identifying future acquisitions, difficulty in completing and
integrating acquisitions, changes in the Manager’s directors and executive officers, risks related
to natural disasters, general volatility of the capital markets, general risks relating to the property
market in which IREIT may invest and the market price of the Units as well as other matters not
yet known to the Manager or not currently considered material by the Manager. Additional factors
that could cause actual results, performance or achievements to differ materially include, but are
not limited to, those discussed under “Risk Factors”, “Profit Forecast and Profit Projections”, and
“Business and Properties”. These forward-looking statements and financial information speak only
as at the date of this Prospectus. The Manager expressly disclaims any obligation or undertaking
to release publicly any updates of or revisions to any forward-looking statement or financial
information contained herein to reflect any change in the expectations of the Manager or the
Sponsor with regard thereto or any change in events, conditions or circumstances on which any
such statement or information is based, subject to compliance with all applicable laws and
regulations and/or the rules of the SGX-ST and/or any other relevant regulatory or supervisory
body or agency.

v

CERTAIN DEFINED TERMS AND CONVENTIONS
In this Prospectus, references to “S$” or “Singapore dollars” and “cents” are to the lawful currency
of the Republic of Singapore and references to “euro”, “EUR” or “C” are to the single currency of
the Participating Member States. References to a “Participating Member State” are, for the
purposes of this Prospectus, to any member state of the European Union that has the Euro as its
lawful currency in accordance with the legislation of the European Union relating to European
Economic and Monetary Union. References to the “Eurozone” are, for the purposes of this
Prospectus, to the economic region comprising the Participating Member States.
For the reader’s convenience, except where the exchange rate is expressly stated otherwise, euro
amounts in this Prospectus have been translated into Singapore dollars based on the fixed
exchange rate of S$1.6836 = C1.00 as at the latest practicable date prior to the registration of this
Prospectus by the MAS (the “Latest Practicable Date”).
However, such translations should not be construed as representations that euro amounts have
been, could have been or could be converted into Singapore dollars at that or any other rate (see
“Exchange Rate Information”).
Unless otherwise defined, capitalised terms used in this Prospectus shall have the meanings set
out in the Glossary.
The forecast and projected distribution per Unit (“DPU”) yields are calculated based on the
Offering Price. Such yields and yield growth will vary accordingly for investors who purchase Units
in the secondary market at a market price different from the Offering Price.
Any discrepancies in the tables, graphs and charts included in this Prospectus between the listed
amounts and totals thereof are due to rounding. Where applicable, figures and percentages are
rounded to one decimal place. Measurements in square metres (“sq m”) are converted to square
feet (“sq ft”) and vice versa based on the conversion rate of 1 sq m = 10.7639 sq ft. References
to “Appendix” or “Appendices” are to the appendices set out in this Prospectus. All references in
this Prospectus to dates and times shall mean Singapore dates and times unless otherwise
specified.
Unless otherwise specified, all information relating to the Properties (as defined herein) in this
Prospectus are as at 31 March 2014. See “Business and Properties” for details regarding the
Properties.
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MARKET AND INDUSTRY INFORMATION
This Prospectus includes market and industry data and forecasts that have been obtained from
internal surveys, reports and studies, where appropriate, as well as market research, publicly
available information and industry publications. Industry publications, surveys and forecasts
generally state that the information they contain has been obtained from sources believed to be
reliable, but there can be no assurance as to the accuracy or completeness of such information.
The Manager has commissioned Cushman & Wakefield LLP (the “Independent Market Research
Consultant”) to prepare the “Independent Property Market Research Report”. (See Appendix F,
“Independent Property Market Research Report” for further details). While the Manager has taken
reasonable steps to ensure that the information is extracted accurately and in its proper context,
the Manager has not independently verified any of the data from third party sources or ascertained
the underlying economic assumptions relied upon therein. Consequently, none of IREIT, the
Manager, the Trustee, the Sponsor, the Sole Global Coordinator and the Joint Bookrunners makes
any representations as to the accuracy or completeness of such information, and each of them
shall not be held responsible in respect of any such information and shall not be obliged to provide
any updates on the same.
The Manager has appointed Colliers International Property Advisers UK LLP (“Colliers”) and
Cushman & Wakefield LLP (“C&W”, together with Colliers, the “Independent Valuers”) as the
valuers of the Properties respectively. (See Appendix E, “Independent Property Valuation
Summary Reports” for further details).
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OVERVIEW
The following section is qualified in its entirety by, and is subject to, the more detailed information
contained or referred to elsewhere in this Prospectus. The meanings of terms not defined in this
section can be found in the Glossary or in the trust deed constituting IREIT dated 1 November
2013 (and as may be amended, varied or supplemented from time to time) (the “Trust Deed”). A
copy of the Trust Deed can be inspected at the registered office of the Manager, which is located
at 158 Cecil Street #11-01, Singapore 069545 (prior appointment would be appreciated).
Statements contained in this section that are not historical facts may be forward-looking
statements or are historical statements reconstituted on a pro forma basis. Such statements are
based on certain assumptions and are subject to certain risks and uncertainties which could cause
actual results of IREIT to differ materially from those forecast or projected (see “Forward-Looking
Statements” for further details). Under no circumstances should the inclusion of such information
herein be regarded as a representation, warranty or prediction with respect to the accuracy of the
underlying assumptions by IREIT, the Manager, the Trustee, the Sole Global Coordinator, the Joint
Bookrunners, the Sponsor or any other person or that these results will be achieved or are likely
to be achieved. Investing in the Units involves risks. Prospective investors are advised not to rely
solely on this section, but to read this Prospectus in its entirety and, in particular, the sections from
which the information in this section is extracted and “Risk Factors” to better understand the
Offering and IREIT’s businesses and risks.
INTRODUCTION TO IREIT GLOBAL
IREIT is a Singapore real estate investment trust (“REIT”) established with the investment strategy
of principally investing, directly or indirectly, in a portfolio of income-producing real estate in
Europe which is used primarily for office purposes, as well as real estate-related assets. With an
initial portfolio of four properties in Germany (the “IPO Portfolio”), IREIT is expected to have an
initial primary focus on Germany and the United Kingdom.
The Manager will invest in income-producing properties with growth potential, namely in core
assets in second tier cities and core plus assets in primary locations (‘A’ properties in ‘B’ cities and
‘B’ properties in ‘A’ cities, known as the ‘ABBA’ strategy). (See “Strategy” for further details about
the ‘ABBA’ strategy.)
Key Objectives
The Manager’s key financial objectives are to provide unitholders of IREIT (“Unitholders”) with
regular and stable distributions and the potential for sustainable long-term growth in DPU and net
asset value (“NAV”) per Unit, while maintaining an appropriate capital structure for IREIT.
IPO Portfolio
The IPO Portfolio will comprise four office properties in Germany, strategically located in Bonn,
Darmstadt, Münster and Munich, with an aggregate net lettable area (“Net Lettable Area” or
“NLA”) of 121,506 sq m (1,307,878 sq ft). The IPO Portfolio consists of the following properties:
•

Bonn Campus, which is wholly-leased to GMG Generalmietgesellschaft mbH (“GMG”), a
wholly-owned subsidiary of Deutsche Telekom AG (“Deutsche Telekom”), and which
comprises four linked modern office buildings of two, four or six storeys. The property is
located in proximity to a key motorway of Bonn and is located in one of the prime office areas
of Bonn, where the headquarters for Deutsche Telekom are located;
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•

Darmstadt Campus, which is wholly-leased to GMG and comprises six connected office
buildings with seven and five storey sections, and a multi-storey car park, located at the main
cluster of technology companies. The property is part of one of the largest clusters of
Deutsche Telekom offices outside of Bonn and is located adjacent to a number of other
offices occupied by Deutsche Telekom, including the cellular division of Deutsche Telekom,
T-Mobile Deutschland GmbH (“T-Mobile”);

•

Münster Campus, which is wholly-leased to GMG, houses offices occupied by Deutsche
Telekom and comprises two six-storey modern office buildings and a six-storey external car
park structure. The buildings are located in a main business park housing leading financial
institutions and global technology firms; and

•

Concor Park, which is a multi-tenanted property comprising three linked, recently fully
refurbished five-storey office buildings with a separate car park and is located in the Munich
suburb of Aschheim-Dornach. The property is adjacent to urban and inter-urban rail stations
serving Munich and the surrounding area. The tenants include Allianz Handwerker Services
GmbH (“Allianz”), European Bank for Fund Services GmbH (“Ebase”), ST Microelectronics
GmbH (“ST Microelectronics”) and other leading companies,

(collectively, the “Properties”). (See “Business and Properties” for further details.)
KEY INVESTMENT HIGHLIGHTS
The Manager believes that an investment in IREIT offers the following attractions to Unitholders:
•

•

First SGX-ST listed office REIT with an investment mandate solely focused on Europe,
with an initial portfolio of properties in Germany
➢

Strong German economy

➢

Favourable dynamics of Germany’s real estate market

Strategically located office assets in key German cities
➢

Bonn

➢

Darmstadt

➢

Münster

➢

Munich

•

Recently built or refurbished high quality assets with freehold land titles

•

Strong tenants anchored by a wholly-owned subsidiary of Deutsche Telekom with
long-term leases and potential rental uplift

•

➢

Deutsche Telekom and other global companies are key occupiers of the properties

➢

Long weighted average lease expiry (“WALE”) with potential rental uplift

Stable and growing distributions
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•

Platform for robust growth through active acquisition strategy
➢

Sound acquisition strategy backed by management’s expertise

➢

Support from Strategic Partner

•

Experienced REIT Management Team

•

Alignment of interest between Strategic Partner, Manager and Unitholders
➢

Committed Strategic Partner

➢

Management fee structure is directly linked to Annual Distributable Income (as defined
herein)

Details of these key investment highlights are set out below:
(1)

First SGX-ST listed office REIT with an investment mandate solely focused on Europe,
with an initial portfolio of properties in Germany
IREIT will be the first SGX-ST listed REIT platform with an investment mandate covering
income-producing office real estate assets with a sole focus on Europe. The IPO Portfolio
comprises four freehold properties in Germany valued at approximately S$478.3 million 1.
In view of the location and quality of the assets as well as the lease profile and strong credit
profile of the tenants, the Manager believes that the Properties will deliver stable income to
Unitholders whilst offering potential rental uplift 2 for Unitholders and allow Unitholders to
benefit from the continued economic growth in Germany and the Eurozone. The Manager
believes that an investment in IREIT, being Singapore’s first European pure-play REIT with
office assets in Germany, provides Unitholders with an attractive risk-return proposition with
a stable distribution plus an attractive growth profile.

(A) Strong German economy
According to the Independent Market Research Consultant, Germany is the largest economy
in the Eurozone and the fourth largest economy in the world. With a 2013 gross domestic
product (“GDP”) of C2.7 trillion, Germany contributed to approximately 29.0% of GDP of the
Eurozone countries combined and is one of only seven countries in Europe to hold an AAA
rating from the three main rating agencies 3. Germany is also viewed as a safe haven country
due to its mature property market and a transparent business environment with companies
enjoying stable and steady growth due to the good availability of highly skilled labour, flexible
wages, quality infrastructure and strong research capabilities.
The Eurozone economy as a whole is strengthening after the initial signs of recovery
emerged in the second half of 2013. This is expected to continue as the region continues to
reap the benefits of structural reforms and debt-reduction measures and stay on a gradual
export-driven growth path. The German economy is expected to continue to see robust and

1

Based on the exchange rate of S$1.6836: C1.00.

2

All of the lease agreements in respect of the Properties by Gross Rental Income for the month of March 2014 contain
rent adjustment clauses that provide for rent adjustments each time the Consumer Price Index of Germany (“CPI”)
crosses a certain prescribed hurdle. (See “– Characteristics of the leases” below for further details.)

3

Fitch Inc., Moody’s and Standard & Poor’s.
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broad-based growth on the back of the ongoing strength of the export sector, fuelled by
recovering demand from within the Eurozone and acceleration in demand from the United
States and emerging markets, supported by healthier domestic consumer spending.
Consumer spending in Germany is expected to continue to grow by 1.1% in 2014 and 1.8%
in 2015, significantly exceeding the 0.6% and 1.2% predicted growth for the Eurozone.
Germany’s GDP has rebounded quickly from the financial crisis, leading to the country’s GDP
returning to the pre-recession level in 2011. In contrast, the GDP of the Eurozone is only
expected to return to the pre-recession level in 2015. Germany’s GDP is expected to
continue to expand with a growth of 1.8% and 2.0% respectively for 2014 and 2015,
significantly exceeding the Eurozone average of 1.0% and 1.4% respectively.

GDP growth (2008 = 100)
115
110
105
100
95
Eurozone
90

Germany

2008 2009 2010 2011 2012 2013 2014F 2015F 2016F 2017F 2018F

Source: Independent Market Research Consultant

The current upswing in GDP growth in Germany is anticipated to lead to an improvement in
total fixed investment of 3.8% in 2014 with the pace expected to be sustained in 2015.
Foreign direct investment into the German economy is also expected to increase from C46.7
billion in 2012 to an estimated C48.0 billion in 2013 and C49.6 billion in 2014.
(B) Favourable dynamics of Germany’s real estate market
Germany has the largest real estate investment market in Eurozone at C595.0 billion in
2012, according to the Independent Market Research Consultant. Against the backdrop of
overall solid economic development, the German property market has performed well since
the outset of the global financial crisis and proved to be an important stabilising factor of the
entire German economy. The economic crisis did not have any significant effect on prices
and turnover of the real estate market in Germany as there was limited speculative excesses
in the real estate market, unlike that in many other Eurozone member states.
According to the Independent Market Research Consultant, the German property market is
seeing increased demand as a global safe haven with growing participation from nondomestic investors attracted by the stability, liquidity and the steady growth potential of the
German real estate market as well as the return of some German institutional and private
investors and lenders choosing to focus on their own country rather than riskier foreign
markets. Foreign investments into German real estate as a percentage of total transaction
volume for the five years ended 2012 stood at 40.0% versus the Western Europe average of
35.0%.
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Global Office Market Wave (1Q 2014)
Slow Growth

Accelerating

Germany
Asia Pacific - Growth Markets
Western Europe
Latin America

North America
Central & Eastern Europe
Middle East

Africa

Asia Pacific - Developed Markets

Downturn

Recovering

Rent growth slowing

Rent growth accelerating

Still landlord favourable but growth is down from peak

Ideal for owners of property

Rent falling from top of market cycle

Rent at or near bottom of market cycle

Falling rents promise future opportunity for tenants

Ideal for tenants leasing or seeking to lease property

TENANT FAVOURABLE LANDLORD FAVOURABLE

The broad German office market is expected to respond favourably to the improving
economic backdrop with stronger business sentiment boosting both take-up and investment
volumes. According to the Independent Market Research Consultant, Germany is currently
in a position on the office rental cycle where landlords are expected to benefit from an
increase in the growth of office rental rates.

Source: Independent Market Research Consultant

The German office real estate market is relatively dispersed with cities holding not just
regional but also national or international importance due to the clustering of business types,
headquarters or specialisation and skills. Smaller towns and cities may also be important
business hubs although the decentralised nature of many urban areas with the intermix of
business, commercial and residential uses often means there is less focus on one particular
central business district than in other European countries.
In the medium term, occupational and investment demand in primary office markets is
expected to continue to grow, but the limited availability of stock is likely to result in demand
filtering into the best secondary locations across the country, pushing demand for office
spaces into the best second tier locations. In this regard, the Manager believes that the IPO
Portfolio is expected to benefit from such increased demand for office spaces.
(2)

Strategically located office assets in key German cities
The IPO Portfolio is selected based on the Manager’s strategy of investing in incomeproducing office properties with growth potential. The Properties are located in key German
cities (Bonn, Darmstadt, Münster and Munich) that are traditionally either administrative
centres of the country or are key commercial hubs.
The Manager believes that the cities in which the IPO Portfolio is located will continue to
serve the business and administrative needs of Germany in the foreseeable future,
anchoring the rental demand for commercial properties.
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Overview of IREIT IPO Portfolio
Germany

Germany

Berlin

Münster

Name

Münster Campus

Address

Gartenstraße, Münster

Bonn Campus

Tenure

Freehold

Address

Friedrich-Ebert-Allee, Bonn

NLA

27,183 sq m (292,595 sq ft)

Tenure

Freehold

Car Parks

588

NLA

32,736 sq m (352,367 sq ft)

Valuation

€ 50.9 million

Car Parks

656

Valuation

€ 100.0 million

Name

Bonn
Frankfurt

Darmstadt

Name
Name

Tenure

Concor Park
Bahnhofstraße, Aschheim-Dornach,
Munich
Freehold

NLA

31,216 sq m (336,006 sq ft)

Tenure

Darmstadt Campus
Heinrich-Hertz-Straße, Darmstadt
Mina-Rees-Straße 4, Darmstadt
Freehold

NLA

30,371 sq m (326,910 sq ft)

Car Parks

512

Car Parks

1,189

Valuation

€ 59.1 million

Valuation

€ 74.1million

Address

Munich

Address

According to the Independent Market Research Consultant, the GDP per capita of each of
the four cities in which the IPO Portfolio is located is significantly higher than the Germany
average.

€64,425

€60,716

€54,502

€52,599
Germany
€33,512

Bonn

Darmstadt

Munster

Munich

Source: Independent Market Research Consultant

According to the Independent Market Research Consultant, the office rental markets of each
of Bonn, Darmstadt, Münster and Munich-Dornach 1 are in favourable positions on the office
rental cycle in Germany. Rental growth in Bonn and Münster is in the acceleration phase
where rental rates are increasingly favourable for landlords whilst Darmstadt and MunichDornach are approaching the phase where landlords stand to benefit from rising rental rate
growth with the potential for rental uplifts when leases are up for renewal.

1

Dornach is a suburban office location, which is part of the Metropolitan Munich area of Aschheim.
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Accelerating

Dusseldorf
Frankfurt

Munich
Berlin, Hamburg

Darmstadt

Münster
Bonn

Munich-Dornach

Downturn

Recovering

Rent growth slowing

Rent growth accelerating

Still landlord favourable but growth is down from peak

Ideal for owners of property

Rent falling from top of market cycle

Rent at or near bottom of market cycle

Falling rents promise future opportunity for tenants

Ideal for tenants leasing or seeking to lease property

LANDLORD FAVOURABLE

Slow Growth

TENANT FAVOURABLE

Germany Office Market Wave (1Q 2014)

Note: The position on the cycle relates to the most important office cluster in each location.
Source: Independent Market Research Consultant

(A) Bonn
Bonn served as the capital of the West German State for over 40 years until the reunification
of Germany in 1990. Since then, Bonn has continued its prominence as a national and
international administrative and political centre and remains a host city of the United Nations
in Germany. Many government jobs and departments and numerous sub-ministerial level
government agencies continue to be based in Bonn. With a population of around 320,000,
Bonn is one of North Rhine Westphalia’s largest cities.
Home to the headquarters of Deutsche Telekom and its subsidiary T-Mobile Deutschland
GmbH and Deutsche Post World Net, Bonn is a major centre for information technology and
telecommunications with about 1,000 enterprises in the information and communication
industry making Bonn a prospering economic, science and innovation centre.
Cologne Bonn
Airport (26 km)

Bonn City
Centre (5 km)

World Conference
Centre
United Nations (UN)
Campus
Solar World HQ

B9

Deutsche Post DHL HQ
(Post Tower)

A562

Gronau
District
Deutsche Telekom
U-Bahn station
Ericsson
Cisco
Haribo HQ

Dottendorf
District

Deutsche
Postbank
Deutsche
Telekom
Global HQ

7

Bonn
Campus
Pedestrian
bridge

Bonn Campus is located in the southern district of Gronau and is on the main connecting
road providing the main access to the city. The property is 5 km from the Bonn city centre and
26 km away from the Cologne Bonn international airport. Located in the federal quarter (the
“Bundesviertel”), which is the prime office area within Bonn, the property is situated directly
across the road from the global headquarters of Deutsche Telekom with a pedestrian bridge
providing easy access between both buildings. Other than the headquarters of Deutsche
Telekom, other tenants in the Bundesviertel include Haribo, Deutsche Post DHL Group,
Cisco, Ericsson and the United Nations.
(B) Darmstadt
Darmstadt is situated approximately 30 km from Frankfurt, Germany’s second largest city
and financial capital. Darmstadt is known for its strong science presence and has a large
tertiary education sector, with three major universities and numerous associated institutions.
The city hosts a large number of key research facilities including that of the European Space
Operations Centre of the European Space Agency and the International Particle Accelerator
Facility. Darmstadt is well connected by a network of major roads and public transportation
options to Frankfurt and other major cities.

Frankfurt (30 km)
S-Bahn Darmstadt
Haupbahnhof

Frankfurt Rhein
Main Airport (25 km)

Darmstadt
Central Station

Weststadt
Employment
District
Darmstadt City
Centre

European Space
Operations Center

B26

Bus Stop

B3

Darmstadt
Campus

New building for
Deutsche Telekom
(under construction)

Darmstadt University
of Applied Science
Darmstadt
Carpark

P&G Wella
HQ

TZ Rhein Main
Business Park

Darmstadt Campus is located in the TZ Rhein Main business park which is a key technology
office area of Darmstadt and is one of the largest and most modern business parks located
in the city. Darmstadt has the largest concentration of Deutsche Telekom offices outside of
Bonn and the property is one of the many buildings leased to Deutsche Telekom. The
property is part of one of the largest clusters of Deutsche Telekom offices outside of Bonn
and is located adjacent to a number of other offices occupied by Deutsche Telekom, including
the cellular division of Deutsche Telekom, T-Mobile. The property is situated across the road
from the Darmstadt main railway interchange, which is the second busiest station in the
federal state of Hesse after Frankfurt, with Frankfurt Rhein Main international airport
approximately 25 km away and can be reached in 15 minutes by car or 30 minutes by train.
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(C) Münster
Münster is the largest city in the Münsterland region located 61 km northeast from Dortmund
and is known as a university city. The city has a population of 296,500 with a further 47,000
students. Apart from the University of Münster, there are seven other higher educational
institutes, all of which have an impact on the composition of the local office market. There are
also a relatively high number of public sector tenants in the city including the main offices of
German National Pension Funds. Due to its economic strength and living environment,
Münster is one of the fastest growing regional cities in North Rhine Westphalia with the
population expected to rise by close to 16.8% by 2025 according to the Independent Market
Research Consultant.

Münster Osnabrück
International Airport (26 km)

K13

K8
Zentrum Nord
Central Station
IBM

K13 Sparda-Bank

B219
B219

Münster
Campus

Darmstadt
Campus

Zentrum Nord
Darmstadt University
of Applied Science

German State
Wella
PensionP&G
& Insurance

K6
K6

Münster City
Centre (2.5 km)

Münster Campus is situated in Zentrum Nord, one of the largest office locations in Münster
situated approximately 2.5 km from the city centre and is located near the Zentrum Nord
central railway station. Other tenants in the vicinity include leading financial institutions and
technology companies such as International Business Machines Corporation (IBM), SpardaBank and German State Pension & Insurance.
(D) Munich
Munich is the capital and largest city in the state of Bavaria and the third most populous city
in Germany, behind Berlin and Hamburg. It has a population of 1.4 million and is one of the
foremost business hubs in Germany and in Europe. In 2013, it had an unemployment rate of
3.8%, considerably below the German average of 5.3%. Due to its skill clusters and business
environment, it is one of the top destinations for foreign direct investment within Germany,
attracting interest from US and UK investors in particular, and also from Switzerland, France,
Austria and Japan, mainly within software, IT, financial and business services. Munich is
particularly important as Germany’s leading high-tech and media location and has a wide
variety of growth industries consisting of both major global players and small and medium
enterprises. Munich is also home to the headquarters of major German corporations and
financial institutions including Siemens AG, BMW, Allianz SE and Munich Re.
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A9
BMW HQ

Munich Airport
(38 km)
(Also known as Franz Josef Strauss
International Airport)

MAN AG HQ

Munich RE HQ

A99

Ascheim-Dornach
Allianz HQ

Concor Park
Siemens HQ
Riem S-Bahn

HypoVereinsbank HQ

A94
Munich Conference and Fair Grounds

Munich City Centre
(10.5 km)

Munich City Centre
(Metropolitan Munich)

Riem Arcaden

Messe MunchenInternational
Conference/Exhibition Centre

A8

Concor Park is located in the commercial area of Aschheim-Dornach with direct access to a
keyring motorway and is approximately 10.5 km from the Munich city centre and 30 km to the
Munich international airport. The railway station (Riem S-Bahn) is located in close vicinity to
the property and provides a direct rail link to the Munich city centre.
(3)

Recently built or refurbished high quality assets with freehold land titles
All the Properties in the IPO Portfolio have freehold land titles and IREIT is expected to be
the only SGX-ST listed office REIT with a 100% freehold office portfolio upon Listing.
The Properties are of modern configuration and have been fitted out to a high specification,
with Bonn Campus built in 2008, Darmstadt Campus and Münster Campus built in 2007 and
Concor Park completely refurbished in 2011. In particular, Concor Park has been refurbished
to a high specification and environmental standard and is the first redevelopment project in
Germany to have received the Green Building Silver Certificate from the German Society for
Sustainable Building in July 2014.
The Properties have large floor plates, with sufficient access to natural light in accordance
with regulations of the European Union, making them conducive for open plan offices.
Furthermore, the layout of the Properties also allows for easy re-configuration of the spaces
to smaller units should it be required. The Bonn Campus, Darmstadt Campus and Münster
Campus properties (collectively, the “Deutsche Telekom Properties”) in particular comprise
separate buildings which are all easily divisible into smaller units, allowing the Manager to
enhance its tenant configuration and mix when required.
Given that the Properties are recently built or refurbished, the Manager expects minimal
capital expenditure for the period from 1 July 2014 to 31 December 2014 (“Forecast Period
2014”), the period from 1 January 2015 to 31 December 2015 (“Projection Year 2015”) and
the period from 1 January 2016 to 31 December 2016 (“Projection Year 2016”).
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(4)

Strong tenants anchored by a wholly-owned subsidiary of Deutsche Telekom with
long-term leases and potential rental uplift

(A) Deutsche Telekom and other global companies are key occupiers of the Properties
The Deutsche Telekom Properties are 100% leased on long-term leases (with extension
options) to GMG, which is a wholly-owned subsidiary of Deutsche Telekom (the “Deutsche
Telekom Leases”). GMG is the real estate arm of Deutsche Telekom and its business
purpose is to, amongst others, lease and own real estate for purposes of leasing the space
to individual units within the Deutsche Telekom group as required. GMG also manages the
procurement, preparation and distribution of facility management services for the Deutsche
Telekom Group. The Deutsche Telekom Leases terminate on various dates between 2017
and 2023 with a WALE of 8.0 years 1 with potential rental uplift. The Deutsche Telekom
Leases are German leases without tenant break options. The tenant has also made
significant capital expenditures in these properties, which indicates their commitment to the
Deutsche Telekom Properties.
In addition, Deutsche Telekom, as the holding company of GMG, has entered into a profit and
loss transfer agreement with GMG 2, providing IREIT an avenue for a claim against Deutsche
Telekom, should the assets of GMG be insufficient to cover the claims of IREIT. (See
“Business and Properties – Certain Information on the Properties – Deutsche Telekom Profit
and Loss Transfer Agreement” for further details.)
Deutsche Telekom is headquartered in Bonn, Germany and is one of the world’s leading
integrated telecommunications companies. With an international operation comprising
fixed-line telephone services, mobile communications services, internet access, and
combined information technology and telecommunications services for businesses,
Deutsche Telekom has a presence in more than 50 countries and with more than 230,000
employees as at 31 December 2013. Listed on all seven stock exchanges in Germany,
including the Frankfurt stock exchange with a market capitalisation of C55.3 billion,
Deutsche Telekom is a Fortune Global 500 company with long term Moody’s, S&P and Fitch
ratings of Baa1, BBB+ and BBB+ respectively as at 31 December 2013. In addition,
approximately 31.9% of Deutsche Telekom is held by the German state as at 30 September
2013.
Concor Park is a multi-tenanted property with large, international and reputable corporate
tenants including Allianz, ST Microelectronics and Ebase, and has a WALE of 5.9 years 3.
The Properties have a long WALE with potential rental uplift.
(See “− Characteristics of the leases” below for further details.)

1

By Gross Rental Income as at 31 March 2014.

2

For the avoidance of doubt, the Deutsche Telekom Profit and Loss Transfer Agreement is a general agreement that
extends to all creditors of GMG, and not only IREIT.

3

By Gross Rental Income as at 31 March 2014. “Gross Rental Income” comprises rental income received from rental
of office space and ancillary technical, storage and general spaces, as well as car park revenue.
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(B) Characteristics of the leases
The IPO Portfolio has a long WALE 1 of 7.6 years. The chart below illustrates the WALE of
each of the Properties.
9.1

8.5

7.6
5.7

Bonn Campus

Darmstadt
Campus

Münster
Campus

5.9

Concor Park

Weighted
Average

The Manager believes that Unitholders will benefit from the stability in distributable income
provided by the long leases to tenants with strong credit profiles. In addition, all of the lease
agreements 2 contain rent adjustment clauses where Unitholders can expect to benefit from
potential rental uplift. For each of these lease agreements, the rent will adjust each time the
CPI 3 crosses a certain prescribed hurdle.
For Forecast Period 2014, Projection Year 2015 and Projection Year 2016, the Manager
expects the increase in the CPI to trigger increases to the Gross Rental Income as follows 4:
Forecast Period 2014

Projection Year 2015

Projection Year 2016

Rental
Adjustments(1)(2)

%
of Gross
Rental
Income(6)

%
increase in
monthly Gross
Rental Income

%
of Gross
Rental
Income(6)

%
increase in
monthly Gross
Rental Income

%
of Gross
Rental
Income(6)

%
increase in
monthly Gross
Rental Income

Bonn Campus(3)

–

–

33.0%

10%, expected to
take place in 2H
2015

–

–

22.9%

10%, expected to
take place in 2H
2014

–

–

–

–

–

–

–

–

5.2%

Two leases:
For each lease,
7% and 5%
expected to take
place in
1H 2016 and 2H
2016 respectively

Darmstadt
Campus(3)(4)
Concor Park(5)

Notes:
(1)

The CPI rental adjustment is applicable to all the Properties and all of the lease agreements by Gross Rental
Income for the month of March 2014. However, it should be noted that the lease agreements have been
entered into on different dates, and for the avoidance of doubt, do not commence only on the Listing Date.

1

By Gross Rental Income as at 31 March 2014.

2

By Gross Rental Income for the month of March 2014.

3

The CPI is published on the website of the Federal Statistical Office of Germany and is refreshed on a monthly basis.

4

The change in CPI is computed based on the CPI for the current month compared with the CPI as of the start of the
lease term or as of any prior rent adjustment arising from re-indexation (“Base CPI”). The year-on-year change in
monthly CPI figures for the period from January 2011 to June 2014 range between 0.9% and 2.4% per annum. The
Manager has assumed that CPI will increase by 1.2% per annum as the base case in the Forecast Period 2014,
Projection Year 2015 and Projection Year 2016.
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Accordingly, as the lease commence dates are different for each leases and Property, the level at which the
leases are pegged to CPI are different as well. Therefore, the month that the rental uplift takes place also
varies between the Properties.
(2)

The rental adjustment for the lease of the external car park building of Darmstadt Campus was triggered in
September 2012, and that of Münster Campus was triggered in January 2013. As such, the subsequent rental
adjustments for the car park of Darmstadt Campus and Münster Campus are not expected to take place
during the Forecast Period 2014, Projection Year 2015 and Projection Year 2016.

(3)

For the Deutsche Telekom Properties, if the CPI changes by more than 10.0%, on a cumulative basis
assessed monthly, compared to the CPI as of the start of the lease term or as of any rent adjustment due to
re-indexation (“Base CPI”), then the Gross Rental Income shall be adjusted accordingly by the same
percentage of the CPI change, immediately applicable in the following month1 .

(4)

The expected rent increase in Forecast Period 2014 for Darmstadt Campus does not include the rent from the
external car park building which is under a separate lease agreement and has a different set of prescribed
hurdles for the CPI.

(5)

For Concor Park, eight out of twelve lease agreements contain provisions which subject the rent to indexation
to the CPI, where if the CPI crosses a prescribed point difference hurdle (of either five or seven points,
depending on the terms of the lease agreement, i.e. if Base CPI was 100, then a five or seven point increase
would be 105 or 107 respectively) or by a prescribed percentage hurdle of 7.0% (in the case of one lease
agreement), on a cumulative basis assessed monthly, from the Base CPI, then the Gross Rental Income
would be adjusted accordingly by the same percentage of the CPI change. This would be applicable starting
on either the next half-year period or the following year, depending on the terms of the lease agreement.

(6)

By Gross Rental Income for the month of March 2014.

The increase in gross rental income offers potential rental uplift to the IPO Portfolio through
Forecast Period 2014, Projection Year 2015 and Projection Year 2016 from which investors
are expected to benefit.
(5)

Stable and growing distributions
One of IREIT’s primary objectives is to provide Unitholders with regular and stable
distributions with long term growth in DPU. IREIT is expected to pay a distribution yield of
7.6% in Forecast Period 2014 based on the Offering Price. The distribution yield is expected
to grow by approximately 5.3% to a distribution yield of 8.0% in Projection Year 2015. The
distribution yields projected above are based on a post-tax basis after accounting for German
and Netherlands income and withholding tax, and Singapore income tax where applicable.
(See “Profit Forecast and Profit Projections” for further details.) Furthermore, distributions
made by IREIT out of tax exempt (1-tier) dividends from the Singapore Holding Companies
and the Singapore Financing Companies, capital gains from disposals of shares in the
Singapore Holding Companies and the Singapore Financing Companies and any other
income taxable at the level of the REIT are exempt from Singapore income tax in the hands
of all Unitholders, i.e. regardless of whether they are corporates or individuals, foreign or
domestic. Such distributions will be free of Singapore withholding tax or tax deduction at
source. (See “Taxation” for further details.)
IREIT’s policy is to distribute 100.0% of its Annual Distributable Income for the period from
the Listing Date to 31 December 2016 and at least 90.0% of its Annual Distributable Income
thereafter.

1

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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The chart below sets out the Manager’s forecast and projected distribution yields for
Forecast Period 2014, Projection Year 2015 and Projection Year 2016 based on the Offering
Price. (See “Profit Forecast and Profit Projections” for further details.)
8.0%

7.6%

Forecast Period 2014
Distribution Yield
(Annualised)

Projection Year 2015 &
Projection Year 2016
Distribution Yield

Note:
(1)

(6)

The growth in DPU is computed based on the DPU for Projection Year 2015 over the annualised DPU for
Forecast Period 2014.

Platform for robust growth through active acquisition strategy

(A) Sound acquisition strategy backed by management’s expertise
The Manager believes that IREIT will be able to leverage on its track record and expertise
in sourcing for and acquiring predominantly office-related real estate properties in Europe.
The management team of the Manager has been involved in European real estate for many
years and is familiar with developments and the investment opportunities in the European
market.
Acquisition opportunities will be evaluated in accordance with the Manager’s strategy of
investing in high quality income-producing office real estate located in European cities with
strong economic fundamentals. In evaluating future acquisition opportunities, the Manager
intends to focus on the following investment criteria:
•

Favourable risk adjusted returns taking into account the country and asset-specific risk
to enhance distribution yield to Unitholders;

•

Credible tenants and tenant mix;

•

Location and connectivity; and

•

Building quality and configuration.

Acquisitions will be considered on the merit of the above criteria and in relation to the overall
balance of the portfolio with regards to exposure on asset type, tenant and sector risk, and
location/country concentration.
The Manager believes that investment in the German real estate market is typically more
transparent and open to third party acquisitions with commercial landlords being less
dependent on developer sponsors as a source for acquisitions. In addition, the Manager has
demonstrated its ability to identify and execute acquisitions, having sourced for and
negotiated for the acquisition of the IPO Portfolio.
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(B) Support from Strategic Partner
IREIT is supported by its strategic partner, Shanghai Summit Pte. Ltd. (“Summit” or the
“Strategic Partner”), a Singapore-incorporated company that is ultimately owned by Mr Tong
Jinquan, the founder of Shanghai Summit (Group) Co., Ltd. (“Summit Group”) and a 20-year
veteran in property investment, development and management. Summit Group has total
assets of approximately RMB64.9 billion as at 31 December 2013, and its business
engagement includes industrial investment, property development, hotel management,
property management, convention and exhibition services. The Strategic Partner is
experienced and well-connected in the real estate industry and the Manager believes the
Strategic Partner will be able to lend its expertise in IREIT’s acquisition strategy. The
Strategic Partner holds 65.0% of the Manager. The remaining 35.0% of the Manager is
currently held by IREIT Global Management Pte. Ltd. (“IREIT Global Management”), which
is in turn 87.5% held by the Sponsor 1. The Strategic Partner and the Sponsor are unrelated
entities and have not had any previous business relationship.
To demonstrate their support for the growth of IREIT, each of the Sponsor, Summit Group and
Mr Lim Chap Huat 2 has granted a right of first refusal to the Trustee, subject to certain
conditions, which provides IREIT with access to future acquisition opportunities of incomeproducing properties in Europe that are predominantly used for office purposes. As at the
Latest Practicable Date, Summit Group, the Sponsor and Mr Lim Chap Huat do not have any
interest in any income-producing properties in Europe that are predominantly used for office
purposes. (See “Risk Factors – Risks Relating to IREIT’s Operations – The Manager may not
be able to successfully implement its investment strategy for IREIT” for further details.)
(7)

Experienced REIT Management Team
The Manager believes that Unitholders will benefit from the experience of key staff members
of the Manager who have extensive experience in the real estate market. The Chief
Executive Officer and Chief Investment Officer and Asset Manager have proven track records
of sourcing for and acquiring valuable real estate assets across Europe.
The Chief Executive Officer, Mr Itzhak Sella has more than 25 years of international real
estate experience and has been involved in over US$2 billion worth of real estate
acquisitions. Mr Sella successfully listed an Israel-based REIT on the Tel Aviv Stock
Exchange in 2008.
The Chief Investment Officer and Asset Manager, Ms Jeremy Adina Bard Cooper has more
than 24 years of experience in the real estate industry having been involved in over C1 billion
of real estate acquisitions in Europe. She was previously the Chief Executive Officer of the
International Institute of Real Estate Valuation (A.C.) Ltd, and had served as Managing
Director and Partner of Natam Colliers International. She was also a member of the
European Board of Colliers International from 2008 to 2010.

1

IREIT Global Management and Mr Lim Chap Huat have entered into a conditional share sale and purchase
agreement dated 29 July 2014, pursuant to which IREIT Global Management has agreed to transfer 19.0% of the
total issued share capital of the Manager to Dolphin Two Pte. Ltd. (“LCH SPV”), provided that Mr Lim Chap Huat
and/or any entity which is wholly-owned by Mr Lim Chap Huat holds at least 19.0% of the total number of issued
Units immediately after the Offering. The completion of the share sale and purchase is expected to take place on
the date falling two business days from the Listing Date or such other date as may be agreed between the parties
to the agreement (the “LCH SPA Completion Date”).

2

See “The Manager and Corporate Governance – Corporate Governance of the Manager – Potential Conflicts of
Interest” for further details of the undertaking by each of Mr Tong Jinquan, who is the ultimate owner of Summit
Group and the Strategic Partner, Mr Itzhak Sella, who is the ultimate owner of the Sponsor, and Mr Lim Chap Huat,
who is the ultimate owner of LCH SPV, to address and mitigate any potential conflicts of interest.
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The Chief Financial Officer, Mr Choo Boon Poh, has more than 15 years of experience in
audit and banking related work. Mr Choo was previously a director of corporate finance with
BNP Paribas Capital (Singapore) Ltd., where he focused on the real estate sector and REIT
transactions, including the execution of several initial public offerings of REITs in Singapore.
(8)

Alignment of interest between Strategic Partner, Manager and Unitholders

(A) Committed Strategic Partner
The Manager is 65.0% owned by the Strategic Partner who is committed to support and grow
IREIT over the long-term. Mr Tong Jinquan, who wholly owns the Strategic Partner, will
immediately following the completion of the Offering, be the largest Unitholder, directly or
indirectly holding an aggregate of 60.0% of the total number of Units expected to be in issue
(assuming the Over-Allotment Option is not exercised), demonstrating the Strategic
Partner’s alignment of interest with the Unitholders, and the alignment of interests of the
Manager and the Unitholders.
Summit SPV and Mr Tong Jinquan, who also wholly owns the Summit Group and Summit
SPV, have each agreed to a lock-up arrangement in respect of the Summit Lock-up Units (as
defined herein) during the period commencing from the Listing Date until the date falling six
months after the Listing Date (both dates inclusive) (the “First Lock-up Period”) and a
lock-up arrangement in respect of 50.0% of the effective interest 1 in the Summit Lock-up
Units during the period immediately following the First Lock-up Period until the date falling
12 months after the Listing Date (the “Second Lock-up Period”) in respect of all of the Units
which will be held by Summit SPV and Mr Tong Jinquan and any other entity which is
wholly-owned by each of Mr Tong Jinquan and Summit SPV on the Listing Date (including
any Units returned to the Unit Lender pursuant to the Unit Lending Agreement (as defined
herein)) (collectively, the “Summit Lock-up Units”). Mr Lim Chap Huat, who wholly owns
LCH SPV, has also agreed to similar lock-up arrangement in respect of all of the Units which
will be held by Mr Lim Chap Huat and any other entity which is wholly-owned by Mr Lim Chap
Huat on the Listing Date (collectively, the “LCH Lock-up Units” and together with the Summit
Lock-up Units, the “Lock-up Units”). (See “Plan of Distribution – Lock-up Arrangements” for
further details.)
(B) Management fee structure is directly linked to Annual Distributable Income
The management fees are structured to align the interest of the Manager with that of the
Unitholders. The management fees payable to the Manager have an incentive-based
element which is designed to align the interest of the Manager with those of the Unitholders,
through incentivising the Manager to grow distributable income. The Manager is entitled to
receive a base fee of 10.0% per annum of the Annual Distributable Income of IREIT
(calculated before accounting for the Base Fee and the Performance Fee (as defined
herein)) (the “Base Fee”), as well as a performance fee of 25.0% of the difference in DPU
of IREIT in a financial year with the DPU in the preceding financial year (calculated before
accounting for the Performance Fee but after accounting for the Base Fee in each financial
year) multiplied by the weighted average number of Units in issue for such financial year
(“Performance Fee”).
The Manager may elect to receive the Base Fee and Performance Fee (collectively, the
“Management Fee” or “Manager’s Management Fee”) in cash or Units or a combination of
cash and Units (as it may in its sole discretion determine). For Forecast Period 2014,

1

The “effective interest” refers to direct and indirect interests in the relevant Units.
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Projection Year 2015 and Projection Year 2016, the Manager has elected to receive 100.0%
of its Management Fees in the form of Units. By taking these actions, the interests of the
Manager are more closely aligned with those of other Unitholders.
KEY STRATEGIES
The Manager plans to achieve its objective through the following key strategies:
•

Proactive asset management and asset enhancement strategy – The Manager will
actively manage IREIT’s property portfolio to achieve growth in Gross Revenue 1 and Net
Property Income 2 and maintain optimal occupancy levels. The Manager will also look to drive
organic growth, build strong relationships with the tenants of the Properties and seek
property enhancement opportunities.

•

Investments and acquisition growth strategy – The Manager will seek to achieve portfolio
growth through the acquisition of quality income-producing properties used mainly for office
purposes that are aligned with IREIT’s ‘ABBA’ investment strategy and fit within the
Manager’s investment criteria to enhance the return to Unitholders and to pursue
opportunities for future income and capital growth.

•

Capital management strategy – The Manager will endeavour to employ an appropriate mix
of debt and equity in financing acquisitions, and adopt financing and hedging policies, where
appropriate, to manage interest rate volatility and foreign exchange exposure for IREIT and
optimise risk-adjusted returns to Unitholders.

CERTAIN INFORMATION ON THE PROPERTIES
The table below sets out certain information on the Properties as at 31 March 2014, with
independent valuations by the Independent Valuers as at 31 March 2014.
Bonn
Campus

Darmstadt
Campus

Münster
Campus

Concor Park

Total/Average

Office

Office

Office

Office

–

Freehold

Freehold

Freehold

Freehold

–

2008

2007

2007

1978 and
fully
refurbished
in 2011

–

Gross Built Area (1)

59,585 sq m
641,367 sq ft

67,123 sq m
722,505 sq ft

46,148 sq m
496,731 sq ft

42,021 sq m
452,310 sq ft

214,877 sq m
2,312,913 sq ft

NLA(2)

32,736 sq m
352,367 sq ft

30,371 sq m
326,910 sq ft

27,183 sq m
292,595 sq ft

31,216 sq m
336,006 sq ft

121,506 sq m
1,307,878 sq ft

656

1,189

588

512

2,945

100%

100%

100%

100%

100%

1

1

1

12 (4)

13 (5)

Usage
Land Tenure
Completion Year

Car Park Spaces
Committed Occupancy
as at 31 March 2014(3)
Number of Tenants as at
31 March 2014

1

“Gross Revenue” refers to Gross Rental Income and other income attributable to the operation of the Properties and
a service charge collected to offset the recoverable expenses.

2

“Net Property Income” means Gross Revenue less property operating expenses.
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Bonn
Campus

Darmstadt
Campus

Münster
Campus

Concor Park

Total/Average

WALE by NLA as at
31 March 2014 (years)

9.1

8.7

5.5

5.5

7.3

WALE by Gross Rental
Income as at 31 March
2014 (years)

9.1

8.5

5.7

5.9

7.6

Average Rent per sq m –
Offices ( C/month) for
March 2014 (6)

15.0

11.5

11.0

10.6

12.2

Colliers: 50.9

C&W: 59.1

284.1

Independent Appraisal
( C million)

Colliers: 100.0 Colliers: 74.1

Purchase Consideration
( C million)

99.5

74.1

50.9

58.6

283.1

Purchase Consideration
(S$ million) (7)

167.5

124.7

85.7

98.7

476.6

Notes:
(1)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(2)

Net Lettable Area excludes underground parking and parking facilities.

(3)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of the Properties as at
31 March 2014, including a legally binding lease that will commence on the Listing Date.

(4)

Includes one tenant with a legally binding lease that will commence on the Listing Date.

(5)

Bonn Campus, Darmstadt Campus and Münster Campus are all wholly-leased to the same tenant, being GMG.

(6)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.

(7)

Based on an indicative exchange rate of S$1.6836 : C1.00 as at the Latest Practicable Date.

STRUCTURE OF IREIT
IREIT
IREIT was constituted as a private trust by the Trust Deed dated 1 November 2013. It is principally
regulated by the SFA, the Code on Collective Investment Schemes issued by the MAS (“CIS
Code”), including Appendix 6 of the CIS Code (the “Property Funds Appendix”), other relevant
regulations and the Trust Deed.
The Manager: IREIT Global Group Pte. Ltd.
IREIT Global Group Pte. Ltd. is the manager of IREIT. The Manager was incorporated in
Singapore under the Companies Act, Chapter 50 of Singapore (the “Companies Act”)
on 22 November 2013. It has an issued and paid-up capital of S$1,500,000. Its registered office
is located at 158 Cecil Street #11-01, Singapore 069545.
The Manager has been issued a capital markets services licence (“CMS Licence”) for REIT
management by the MAS pursuant to the SFA on 1 August 2014.
The Manager has general powers of management over the assets of IREIT. The Manager’s main
responsibility is to manage IREIT’s assets and liabilities for the benefit of Unitholders. The
Manager will set the strategic direction of IREIT and give recommendations to the Trustee on the
acquisition, divestment, development and/or enhancement of assets of IREIT in accordance with
its stated investment strategy.
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The Manager is currently 35.0% owned by IREIT Global Management and 65.0% owned by
Summit. IREIT Global Management and Mr Lim Chap Huat have entered into a conditional share
sale and purchase agreement dated 29 July 2014, pursuant to which IREIT Global Management
has agreed to transfer 19.0% of the total issued share capital of the Manager to LCH SPV,
provided that Mr Lim Chap Huat and/or any entity which is wholly-owned by Mr Lim Chap Huat
holds at least 19.0% of the total number of issued Units immediately after the Offering. The
completion of the share sale and purchase is expected to take place on the LCH SPA Completion
Date. 87.5% of IREIT Global Management is held by Mr Itzhak Sella (through the Sponsor) and
the remaining 12.5% by Ms Jeremy Adina Bard Cooper, who will serve as the (i) Chief Executive
Officer and (ii) Chief Investment Officer and Asset Manager, respectively, of the Manager. They
have been active in commercial real estate investment and asset management for over 24 years,
with strong ties and experience in Europe. Following the completion of the sale of 19.0% of the
total issued share capital of the Manager to LCH SPV, the Sponsor will, through IREIT Global
Management, hold 16.0% of the Manager, and as a controlling shareholder of the Manager, the
Sponsor is committed to the success of IREIT. As the Sponsor will receive part of the management
fees earned by the Manager and such fees are structured with an incentive-based element which
is designed to align the interest of the Manager with those of the Unitholders, there is an alignment
of interest between the Sponsor and IREIT to ensure that IREIT is well-managed.
The Strategic Partner can provide financial backing to the Manager and the Strategic Partner and
Mr Lim Chap Huat can lend their expertise in IREIT’s acquisition strategy. The Strategic Partner
and Mr Lim Chap Huat do not intend to be involved in the day-to-day operations of the Manager,
save for Mr Tong Jinquan’s position as a Non-Executive Director of the board of directors of the
Manager (“Board”) and the Non-Executive Director of the Board nominated by Mr Lim Chap Huat
(through LCH SPV). The Strategic Partner, Mr Lim Chap Huat and the Sponsor have agreed that
the Sponsor shall provide the personnel, management and expertise for the Manager and have full
discretion in respect of the management and day-to-day operations of the Manager and IREIT,
including but not limited to investments by IREIT, asset management, financial and capital
management, accounting, marketing and investor relations.
(See “The Formation and Structure of IREIT Global” for further details.)
The Trustee: DBS Trustee Limited
The trustee of IREIT is DBS Trustee Limited. It is a company incorporated in Singapore and
registered as a trust company under the Trust Companies Act, Chapter 336 of Singapore (the
“Trust Companies Act”). It is approved to act as a trustee for authorised collective investment
schemes under Section 289(1) of the SFA. As at the date of this Prospectus, DBS Trustee Limited
has a paid-up capital of S$2.5 million. Its place of business is located at 12 Marina Boulevard,
Level 44, Marina Bay Financial Centre Tower 3, Singapore 018982.
The Trustee holds the assets of IREIT on trust for the benefit of Unitholders, safeguards the rights
and interests of Unitholders and exercises all the powers of a trustee and the powers
accompanying ownership of the properties in IREIT.
(See “The Formation and Structure of IREIT Global” for further details.)
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The Property Manager: LEOFF Asset Management GmbH
LEOFF Asset Management GmbH, a third party property manager, has been appointed as the
property manager of the IPO Portfolio (the “Property Manager”) in Germany pursuant to the
following five property management agreements (the “Property Management Agreements”)
each entered into between the Property Manager and the relevant Dutch Holding Companies 1:
•

in relation to Bonn Campus, a property management agreement dated 24 April 2014 entered
into between the Property Manager, Laughing Rock 1 B.V., Laughing Rock 2 B.V. and
Laughing Rock 3 B.V.;

•

in relation to Darmstadt Campus, a property management agreement dated 24 April 2014
entered into between the Property Manager, Laughing Rock 4 B.V. and Laughing Rock 5
B.V.;

•

in relation to the north component of Münster Campus (“Münster North”), a property
management agreement dated 24 April 2014 entered into between the Property Manager and
Laughing Rock 6 B.V.;

•

in relation to the south component of Münster Campus (“Münster South”), a property
management agreement dated 24 April 2014 entered into between the Property Manager and
Laughing Rock 7 B.V.; and

•

in relation to Concor Park, a property management agreement dated 24 April 2014 entered
into between the Property Manager, Laughing Rock 8 B.V. and Laughing Rock 9 B.V.

The Property Manager or any other property managers may be appointed to provide property
management services for properties acquired in the future. The Property Manager is responsible
for providing property management, lease management, project management, marketing and
property bookkeeping services for the properties in IREIT’s portfolio located in Germany.
LEOFF Asset Management GmbH was established in 2004. Since then, the company and its sister
companies have been managing real estate throughout Germany including office, retail and
residential properties. The group specialises in active property management and redevelopment
including renowned office and retail complexes in Munich and Berlin. The group has offices in
Mainz, Munich and Leipzig.

1

“Dutch Holding Companies” means Laughing Rock 1.B.V., Laughing Rock 2 B.V., Laughing Rock 3 B.V., Laughing
Rock 4 B.V., Laughing Rock 5 B.V., Laughing Rock 6 B.V., Laughing Rock 7 B.V., Laughing Rock 8 B.V. and
Laughing Rock 9 B.V. (each, a “Dutch Holding Company”). The Manager understands that the German tax
exposure would likely have been higher if German companies were used as (i) German Trade Tax would have been
chargeable on the income of German companies and (ii) German dividend withholding tax would have been
chargeable on dividends paid by German companies.
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The following diagram illustrates the relationship, among others, between IREIT, the Manager, the
Trustee, the Property Manager and the Unitholders as at the Listing Date:
Unitholders

Distribution

Ownership of Units

Management
Services

Trustee Fees

IREIT

Manager

Trustee
Acts on behalf
of Unitholders

Management Fees

Ownership of Assets

Dividends
100%

100%

Singapore
Singapore Holding
Companies(1)

Singapore Financing
Companies(1)

Loans to each Dutch Holding
Company

100%

Netherlands
Dutch Holding
Companies(2)

Property
Management
Properties

Germany
Property
Manager(3)

Property Management
Services

Notes:
(1)

A separate Singapore Holding Company and Singapore Financing Company (each as defined herein) will be
established for each Property. “Singapore Holding Companies” means IREIT Global Holdings 1 Pte. Ltd., IREIT
Global Holdings 2 Pte. Ltd., IREIT Global Holdings 3 Pte. Ltd. and IREIT Global Holdings Pte. Ltd. “Singapore
Financing Companies” means IREIT Global Investments 1 Pte. Ltd., IREIT Global Investments 2 Pte. Ltd., IREIT
Global Investments 3 Pte. Ltd. and IREIT Global Investments Pte. Ltd.

(2)

Laughing Rock 1 B.V., Laughing Rock 2 B.V. and Laughing Rock 3 B.V. each hold 33.3% of Bonn Campus. Laughing
Rock 4 B.V. and Laughing Rock 5 B.V. each hold 50.0% of Darmstadt Campus. Laughing Rock 6 B.V. and Laughing
Rock 7 B.V. hold Münster North and Münster South, respectively. Laughing Rock 8 B.V. and Laughing Rock 9 B.V.
each hold 50.0% of Concor Park.

(3)

A professional third party Property Manager has been appointed pursuant to the property management agreements
entered into between the relevant Dutch Holding Company and the Property Manager(s).
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CERTAIN FEES AND CHARGES
The following is a summary of the amount of certain fees and charges payable by the Unitholders
in connection with the subscription for or trading of the Units (so long as the Units are listed):
Payable by the
Unitholders directly

Amount payable

(a)

Subscription fee or
preliminary charge

N.A. (1)

(b)

Realisation fee

N.A. (1)

(c)

Switching fee

N.A. (1)

(d)

Any other fee

Investors in the Placement Tranche may be required to pay
brokerage of up to 1.0% of the Offering Price. For trading of
the Units, investors will pay prevailing brokerage
commissions (if applicable) and a clearing fee for trading of
the Units on the SGX-ST at the rate of 0.0325% of the
transaction value, subject to Goods and Services Tax (“GST”)
chargeable thereon. An administration fee is payable for each
application made through automated teller machines (“ATM”)
and the internet banking websites of the Participating Banks
(as defined herein).

Note:
(1)

As the Units will be listed and traded on the SGX-ST, and Unitholders will have no right to request that the Manager
redeem their Units while the Units are listed, no subscription fee, preliminary charge, realisation fee or switching fee
is payable in respect of the Units.
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The following is a summary of certain fees and charges payable by IREIT in connection with the
establishment and on-going management and operation of IREIT:
Payable by IREIT
(a)

Management fee (payable
to the Manager)

Amount payable
Base Fee
10.0% per annum of IREIT’s Annual Distributable Income
(calculated before accounting for the Base Fee and the
Performance Fee).
Performance Fee
25.0% of the difference in DPU in a financial year with the
DPU in the preceding financial year (calculated before
accounting for the Performance Fee but after accounting
for the Base Fee in each financial year) multiplied by the
weighted average number of Units in issue for such
financial year.
The Performance Fee is payable if the DPU in any financial
year exceeds the DPU in the preceding financial year,
notwithstanding that the DPU in the financial year where
the Performance Fee is payable may be less than the DPU
in any preceding financial year 1.
For illustrative purposes only, the following sets out an
example of the computation of the Performance Fee based
on an assumed DPU of 5.00 cents for Year 1 and 5.10 cents
for Year 2 and a weighted average number of Units of
1,000,000,000:
Year 1

Year 2

5.00

5.10

Weighted average
number of Units (million)

–

1,000

Performance Fee
(S$ million)

–

0.25 (2)

DPU (S$ cents) (1)

Notes:

1

(1)

Calculated before accounting for the Performance Fee in the
financial year.

(2)

The Performance Fee is calculated based on the following
computation: (0.051 – 0.050) x 1,000,000,000 x 25.0%.

As an illustration, if the DPU is 5.20 cents in Year 1, 5.10 cents in Year 2 and 5.15 cents in Year 3, the Performance
Fee is payable in relation to Year 3 as the DPU for Year 3 exceeds Year 2, notwithstanding that the DPU for Year
3 is less than the DPU for Year 1.
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Payable by IREIT

Amount payable
For the purpose of the computation of the Performance Fee
only, the DPU shall be calculated based on all income of
IREIT arising from the operations of IREIT, such as, but not
limited to, rentals, interest, dividends, and other similar
payments or income arising from the authorised
investments of IREIT but shall exclude any one-off income
of IREIT such as any income arising from any sale or
disposal of (i) any Real Estate (whether directly or indirectly
through one or more special purpose vehicles (“SPVs”)) or
any part thereof, and (ii) any investments forming part of
the Deposited Property 1 or any part thereof 2.
No Performance Fee is payable for Forecast Period 2014.
For Projection Year 2015, the difference in DPU shall be the
difference in actual DPU in such financial year with the
projected DPU, as set out in the Profit Forecast and Profit
Projections.
Management Fee to be paid in cash or Units
The Base Fee and Performance Fee are payable to the
Manager in the form of cash and/or Units (as the Manager
may elect), in such proportions as may be determined by
the Manager.
For Forecast Period 2014, Projection Year 2015 and
Projection Year 2016, the Manager has elected to receive
100.0% of the Base Fee and 100.0% of the Performance
Fee in the form of Units.

(b)

Trustee’s fee

The Trustee’s fee shall not exceed 0.1% per annum of the
value of the Deposited Property, subject to a minimum of
S$10,000 per month, excluding out-of-pocket expenses
and GST in accordance with the Trust Deed. The Trustee’s
fee is accrued daily and paid monthly in arrears in
accordance with the Trust Deed.
The actual fee payable will be determined between the
Manager and the Trustee from time to time. The Trustee will
also be paid a one-time inception fee as may be agreed
between the Trustee and the Manager, subject to a
maximum of S$60,000.

1

“Deposited Property” means all the Authorised Investments (as defined herein) of IREIT for the time being held or
deemed to be held by IREIT under the Trust Deed.

2

The rationale for calculating the DPU in the manner described above for the purpose of computing the Performance
Fee is to ensure that the measure of the Manager’s performance is based on the recurring income of IREIT arising
from operations, as opposed to one-off income such as a sale or disposal of assets which may skew the DPU in a
relevant financial year.
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Payable by IREIT
(c)

Amount payable

Any other substantial fee or
charge (i.e. 0.1% or more of
IREIT’s asset value)
Payable to the Manager or
its nominee
(i)

Acquisition fee

1.0% of each of the following as is applicable (subject to
there being no double-counting):
•

the acquisition price of any real estate purchased,
whether directly or indirectly through one or more
SPVs, by IREIT (plus any other payments 1 in addition
to the acquisition price made by IREIT or its SPVs to
the vendor in connection with the purchase of the real
estate) (pro-rated, if applicable, to the proportion of
IREIT’s interest);

•

the underlying value 2 of any real estate which is taken
into account when computing the acquisition price
payable for the equity interests of any vehicle holding
directly or indirectly the real estate purchased by
IREIT, whether directly or indirectly through one or
more SPVs (plus any additional payments made by
IREIT or its SPVs to the vendor in connection with the
purchase of such equity interests) (pro-rated, if
applicable, to the proportion of IREIT’s interest); or

•

the acquisition price of any investment purchased by
IREIT, whether directly or indirectly through one or more
SPVs, in any debt securities of any property corporation
or other SPV owning or acquiring real estate or any debt
securities which are secured whether directly or indirectly
by the rental income from real estate,

(the “Acquisition Fee”).
For the avoidance of doubt, the acquisition price, or as the
case may be, the acquisition value, shall take into account
any completion or other price or value adjustment to be
made post-completion. For the purpose of this Acquisition
Fee, equity interests include all classes and types of equity
securities relating to real estate which shall, for the
avoidance of doubt, exclude any investment in debt
securities of any property corporation or other SPV owning
or acquiring real estate.

1

“Other payments” refer to additional payments to the vendor of the asset, for example, where the vendor has
already made certain payments for enhancements to the asset, and the value of the asset enhancements is not
reflected in the acquisition price as the asset enhancements are not completed, but “other payments” do not include
stamp duty or other payments to third party agents and brokers.

2

For example, if IREIT acquires an SPV which holds real estate, the underlying value would be the value of the real
estate derived from the amount of equity paid by IREIT as the purchase price and any debt of the SPV.
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Payable by IREIT

Amount payable
The Acquisition Fee is payable to the Manager in the form
of cash and/or Units (as the Manager may elect), in such
proportions as may be determined by the Manager. Under
the Property Funds Appendix, in respect of any acquisition
of real estate assets from interested parties, such a fee
should be in the form of Units issued by IREIT at prevailing
market price(s). Such Units should not be sold within one
year from the date of their issuance.
The Manager will receive an Acquisition Fee for the
acquisition of the Properties in the IPO Portfolio,
comprising 1.0% of the aggregate purchase price of the
Properties, being C2.8 million (S$4.7 million). The
Acquisition Fee for the IPO Portfolio will be payable in
cash.
Any payment to third party agents or brokers in connection
with the acquisition of any assets of IREIT shall be paid by
the Manager to such persons out of the Deposited Property
of IREIT or the assets of the relevant SPV, and not out of
the Acquisition Fee received or to be received by the
Manager.

(ii)

Divestment fee

0.5% of each of the following as is applicable (subject to
there being no double-counting):
•

the sale price of any real estate sold or divested,
whether directly or indirectly through one or more
SPVs, by IREIT (plus any other payments 1 in addition
to the sale price received by IREIT or its SPVs from
the purchaser in connection with the sale or
divestment of the real estate) (pro-rated, if applicable,
to the proportion of IREIT’s interest);

•

the underlying value 2 of any real estate which is taken
into account when computing the sale price for the
equity interests in any vehicle holding directly or
indirectly the real estate, sold or divested, whether
directly or indirectly through one or more SPVs, by
IREIT (plus any additional payments received by
IREIT or its SPVs from the purchaser in connection
with the sale or divestment of such equity interests)
(pro-rated, if applicable, to the proportion of IREIT’s
interest); or

1

“Other payments” refer to additional payments to IREIT or its SPVs for the sale of the asset, for example, where
IREIT or its SPVs have already made certain payments for enhancements to the asset, and the value of the asset
enhancements is not reflected in the sale price as the asset enhancements are not completed, but “other payments”
do not include stamp duty or other payments to third party agents and brokers.

2

For example, if IREIT sells or divests an SPV which holds real estate, the underlying value would be the value of
the real estate derived from the amount of equity paid by IREIT as the sale price and any debt of the SPV.
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Payable by IREIT

Amount payable
•

the sale price of any investment sold or divested by
IREIT, whether directly or indirectly through one or
more SPVs, in any debt securities of any property
corporation or other SPV owning or acquiring real
estate or any debt securities which are secured
whether directly or indirectly by the rental income from
real estate,

(the “Divestment Fee”).
For the avoidance of doubt, the sale price, or as the case
may be, the sale value, shall take into account any
completion or other price or value adjustment to be made
post-completion.
For the purpose of this Divestment Fee, equity interests
include all classes and types of equity securities relating to
real estate which shall, for the avoidance of doubt, exclude
any investment in debt securities of any property
corporation or other SPV owning or acquiring real estate.
The Divestment Fee is payable to the Manager in the form
of cash and/or Units (as the Manager may elect), in such
proportions as may be determined by the Manager. Under
the Property Funds Appendix, in respect of any sale or
divestment of real estate assets to interested parties, such
a fee should be in the form of Units issued by IREIT at
prevailing market price(s). Such Units should not be sold
within one year from date of their issuance.
Any payment to third party agents or brokers in connection
with the disposal of any assets of IREIT shall be paid by the
Manager to such persons out of the Deposited Property of
IREIT or the assets of the relevant SPV, and not out of the
Divestment Fee received or to be received by the Manager.
(iii) Development
management fee

The Manager is entitled to receive a development
management fee equivalent to 3.0% of the Total Project
Costs incurred in a Development Project (each as defined
herein) undertaken by the Manager on behalf of IREIT (the
“Development Management Fee”). IREIT will only
undertake development activities within the limits of the
Property Funds Appendix (which currently allows a REIT to
commit no more than 10.0% of its deposited property to
development and investments in uncompleted property
developments).
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Payable by IREIT

Amount payable
“Total Project Costs” means the sum of the following:
•

construction cost based on the project final account
prepared by the project quantity surveyor or issued by
the appointed contractor;

•

principal consultants’ fees, including payments to the
project’s architect, civil and structural engineer,
mechanical and electrical engineer, quantity surveyor
and project manager;

•

the costs of obtaining all approvals for the project;

•

site staff costs;

•

interest costs on borrowings used to finance project
cashflows that are capitalised to the project in line
with International Financial Reporting Standards; and

•

any other costs including contingency expenses which
meet the definition of Total Project Costs and can be
capitalised to the project in accordance with
International Financial Reporting Standards.

“Development Project”, in relation to IREIT, means a
project involving the development of land, or buildings, or
part(s) thereof on land which is acquired, held or leased by
IREIT, provided always that the Property Funds Appendix
shall be complied with for the purposes of such
development, but does not include refurbishment,
retrofitting and renovations.
When the estimated total project costs are greater than
S$100.0 million, the Trustee and the Manager’s
independent directors will first review and approve the
quantum of the Development Management Fee,
whereupon the Manager may be directed to reduce the
Development Management Fee. Further, in cases where
the market pricing for comparable services is, in the
Manager’s view, materially lower than the Development
Management Fee, the Manager will have the discretion to
accept a Development Management Fee which is less than
3.0% of the Total Project Costs incurred in a Development
Project undertaken by the Manager on behalf of IREIT.
The Development Management Fee is payable to the
Manager in the form of cash and/or Units (as the Manager
may elect), in such proportions as may be determined by
the Manager.
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Payable by IREIT

Amount payable

Payable to the Property
Manager
(iv) Property management
fee

(v)

Leasing and marketing
services fee

The Property Manager is entitled to the following fees on
each property of IREIT under its management:
•

0.6% per annum of the Gross Revenue excluding
service charge of Bonn Campus, subject to a
minimum of C3,168.87 per month;

•

0.6% per annum of the Gross Revenue excluding
service charge of Darmstadt Campus, subject to a
minimum of C2,739.57 per month;

•

0.6% per annum of the Gross Revenue excluding
service charge of Münster North, subject to a
minimum of C1,006.04 per month;

•

0.6% per annum of the Gross Revenue excluding
service charge of Münster South, subject to a
minimum of C886.67 per month; and

•

2.1% per annum of the Gross Revenue excluding
service charge of Concor Park, subject to a minimum
of C7,431.62 per month.

The Property Manager is entitled to the following leasing
and marketing services commissions:
•

0.5 month of Gross Revenue excluding service charge
if a third party broker is involved; or

•

1.5 months of Gross Revenue excluding service
charge if no third party broker is involved.
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THE OFFERING
IREIT

IREIT Global or IREIT, a REIT established in Singapore and
constituted by the Trust Deed.

The Manager

IREIT Global Group Pte. Ltd., in its capacity as manager of
IREIT.

The Sponsor

Sella Holdings Pte. Ltd.

The Trustee

DBS Trustee Limited, in its capacity as trustee of IREIT.

The Offering

167,733,000 Units offered under the Placement Tranche and
the Public Offer, subject to the Over-Allotment Option.

The Placement Tranche

156,373,000 Units offered by way of an international
placement to investors, other than Summit SPV and Mr Tong
Jinquan, pursuant to the Offering. The Units have not been
and will not be registered under the Securities Act and,
accordingly, may not be offered or sold within the United
States except in certain transactions exempt from or not
subject to the registration requirements of the Securities Act.
The Units are being offered and sold in offshore transactions
as defined in and in reliance on Regulation S.

The Public Offer

The Public Offer Units offered by way of a public offer in
Singapore. 11,360,000 Units will be offered under the Public
Offer.

Clawback and Re-allocation

The Units may be re-allocated between the Placement
Tranche and the Public Offer at the discretion of the Joint
Bookrunners (in consultation with the Manager), subject to
the minimum unitholding and distribution requirements of the
SGX-ST, in the event of an excess of applications in one and
a deficit in the other.

Subscription by Summit SPV
and Mr Tong Jinquan

Concurrently with, but separate from the Offering, each of
Summit SPV and Mr Tong Jinquan has entered into the
respective Summit Subscription Agreement to subscribe for
an aggregate of 251,603,000 Units, conditional upon the
Underwriting Agreement having been entered into, and not
having been terminated, pursuant to its terms on or prior to
the date and time on which the Units are issued as settlement
under the Offering (the “Settlement Date”).
(See “Ownership of the Units – Information on Summit SPV
and Mr Tong Jinquan” for further details.)

Offering Price

S$0.88 per Unit.
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Subscription for Units in
the Public Offer

Investors applying for Units by way of Application Forms or
Electronic Applications (both as referred to in Appendix G,
“Terms, Conditions and Procedures for Application for and
Acceptance of the Units in Singapore”) in the Public Offer will
pay the Offering Price on application, subject to a refund of
the full amount or, as the case may be, the balance of the
application monies (in each case, without interest or any
share of revenue or other benefit arising therefrom) where:
(i)

an application is rejected or accepted in part only; or

(ii)

the Offering does not proceed for any reason.

For the purpose of illustration, an investor who applies for
1,000 Units by way of an Application Form or an Electronic
Application under the Public Offer will have to pay S$880.00,
which is subject to a refund of the full amount or the balance
thereof (without interest or any share of revenue or other
benefit arising therefrom), as the case may be, upon the
occurrence of any of the foregoing events.
The minimum initial subscription is for 1,000 Units. An
applicant may subscribe for a larger number of Units in
integral multiples of 1,000.
Investors in Singapore must follow the application procedures
set out in Appendix G, “Terms, Conditions and Procedures for
Application for and Acceptance of the Units in Singapore”.
Investors who are members of the CPF in Singapore may only
use their CPF Ordinary Account savings to purchase Units as
an investment included under the CPF Investment Scheme –
Ordinary Account in the secondary market and not to apply for
the Units under the Public Offer. Subscriptions under the
Public Offer must be paid for in Singapore dollars. No fee is
payable by applicants for the Units, save for an administration
fee for each application made through ATM and the internet
banking websites of the Participating Banks.
Unit Lender

Summit SPV.
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Over-Allotment Option

In connection with the Offering, the Joint Bookrunners have
been granted the Over-Allotment Option by the Unit Lender.
The Over-Allotment Option is exercisable by the Stabilising
Manager (or any of its affiliates or other persons acting on
behalf of the Stabilising Manager), in consultation with the
other Joint Bookrunner, in full or in part, on one or more
occasions, only from the Listing Date but no later than the
earliest of (i) the date falling 30 days from the Listing Date; or
(ii) the date when the Stabilising Manager (or any of its
affiliates or other persons acting on behalf of the Stabilising
Manager) has bought, on the SGX-ST, an aggregate of
11,360,000 Units, representing 6.8% of the total number of
Units in the Offering and 12.9% of the total number of Units in
the Offering excluding the LCH Units, to undertake stabilising
actions to purchase up to an aggregate of 11,360,000 Units
(representing 6.8% of the total number of Units in the Offering
and 12.9% of the total number of Units in the Offering
excluding the LCH Units), at the Offering Price. Unless
indicated otherwise, all information in this document assumes
that the Over-Allotment Option is not exercised. (See “Plan of
Distribution” for further details.)
The total number of Units in issue immediately after the close
of the Offering will be 419,337,000 Units. The exercise of the
Over-Allotment Option will not increase this total number of
Units in issue. The total number of Units subject to the
Over-Allotment Option represents 6.8% of the total number of
Units under the Placement Tranche and the Public Offer and
12.9% of the total number of Units under the Placement
Tranche and the Public Offer excluding the LCH Units.

Lock-ups

Each of Summit SPV, Mr Tong Jinquan and Mr Lim Chap Huat
has agreed to (i) a lock-up arrangement during the First
Lock-up Period in respect of their respective effective interest
in the Lock-up Units and (ii) a lock-up arrangement during the
Second Lock-up Period in respect of their respective effective
interest in 50.0% of the relevant Lock-up Units, subject to
certain exceptions.
The Manager has also undertaken not to offer, issue or
contract to issue any Units, and the making of any
announcements in connection with any of the foregoing
transactions, during the First Lock-up Period, subject to
certain exceptions.
(See “Plan of Distribution – Lock-up Arrangements” for further
details.)

Capitalisation

S$531.6 million (see “Capitalisation and Indebtedness” for
further details).

Use of Proceeds

See “Use of Proceeds” and “Certain Agreements Relating to
IREIT Global and the Properties” for further details.

Listing and Trading

Prior to the Offering, there was no market for the Units.
Application has been made to the SGX-ST for permission to
list on the Main Board of the SGX-ST:
•

all the Units comprised in the Offering;

•

all the Summit Units;
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•

all the Initial Units; and

•

all the Units which may be issued to the Manager from
time to time in full or part payment of the Manager’s fees
(see “The Manager and Corporate Governance – The
Manager of IREIT – Fees Payable to the Manager” for
further details).

Such permission will be granted when IREIT is admitted to the
Official List of the SGX-ST.
The Units will, upon their issue, be listed and quoted on the
SGX-ST and will be traded in Singapore dollars under the
book-entry (scripless) settlement system of The Central
Depository (Pte) Limited (“CDP”). The Units will be traded in
board lot sizes of 1,000 Units.
Stabilisation

In connection with the Offering, the Stabilising Manager (or
any of its affiliates or other persons acting on behalf of the
Stabilising Manager) may, in consultation with the other Joint
Bookrunner and at its discretion, over-allot or effect
transactions which stabilise or maintain the market price of
the Units at levels which might not otherwise prevail in the
open market. However, there is no assurance that the
Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) will undertake
stabilising action. Such transactions may be effected on the
SGX-ST and in other jurisdictions where it is permissible to do
so, in each case in compliance with all applicable laws and
regulations (including the SFA and any regulations
thereunder).
Such transactions may commence on or after the date of
commencement of trading in the Units on the SGX-ST and, if
commenced, may be discontinued at any time and shall not
be effected after the earliest of (i) the date falling 30 days from
the commencement of trading in the Units on the SGX-ST or
(ii) the date when the Stabilising Manager (or any of its
affiliates or other persons acting on behalf of the Stabilising
Manager) has bought on the SGX-ST an aggregate of
11,360,000 Units representing 6.8% of the total number of
Units in the Offering and 12.9% of the total number of Units in
the Offering excluding the LCH Units, to undertake stabilising
actions. (See “Plan of Distribution – Over-Allotment and
Stabilisation” for further details.)

No Redemption by
Unitholders

Unitholders have no right to request the Manager to redeem
their Units while the Units are listed. Unitholders may only
deal in their listed Units through trading on the SGX-ST.
Listing of the Units on the SGX-ST does not guarantee a
liquid market for the Units.

Distribution Policy

Distributions from IREIT to Unitholders will be computed
based on 100.0% of IREIT’s Annual Distributable Income for
the period from the Listing Date to the end of Projection Year
2016. Thereafter, IREIT will distribute at least 90.0% of its
Annual Distributable Income on a semi-annual basis. The first
distribution, which will be in respect of the period from the
Listing Date to 31 December 2014 (“First Distribution”), will
be paid by the Manager on or before 31 March 2015. (See
“Distributions” for further details.)
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Tax Considerations

Rental income derived by the Dutch Holding Companies
would, after deducting allowable expenses and other
allowances, be subject to corporate income tax in Germany at
the rate, currently, of 15.825%. No German trade tax should
be levied on such rental income if the Dutch Holding
Companies do not have a German permanent establishment.
The Manager has assessed that the Dutch Holding
Companies presently meet the conditions required to be
regarded as not having a German permanent establishment.
(See “Taxation – Germany Tax Overview – Dutch Holding
Companies – German Tax Implications” for further details.)
Dividend income paid by the Dutch Holding Companies to the
Singapore Holding Companies should not be subject to
Netherlands withholding tax subject to meeting the conditions
set out the Netherlands-Singapore tax treaty. The Manager
has assessed that the Singapore Holding Companies
presently meet these conditions. (See “Taxation –
Netherlands Tax Overview – Singapore Holding Companies –
Netherlands Tax Implications” for further details.)
Interest income paid by the Dutch Holding Companies to the
Singapore Financing Companies should not be subject to
Netherlands or German withholding tax subject to meeting
certain conditions set out under Netherlands and German
domestic tax law. The Manager has assessed that the
conditions for non-taxation in the Netherlands and Germany
of the interest income paid by the Dutch Holding Companies
are presently met. However, the interest payments may
potentially be subject to German corporate income tax (“CIT”)
at a rate of up to 8.0% of the gross interest payment (as per
the limit under the Singapore-Germany tax treaty) if the
underlying loan is collateralised by German real estate. This
tax, if applicable, should not be levied by way of a withholding
tax. Instead, Singapore Financing Companies would need to
file German CIT returns and the CIT would be assessed. The
Manager has assessed that there will not be any underlying
loans from Singapore Financing Companies collateralised by
German real estate and as such, no German CIT should be
payable on interest paid on such loans. (See “Taxation –
Netherlands Tax Overview – Singapore Financing Companies
– Netherlands Tax Implications” and “Taxation – Germany Tax
Overview – Singapore Holding Companies – German Tax
Implications” for further details.)
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IREIT has obtained tax rulings (the “Tax Rulings”) from the
Inland Revenue Authority of Singapore (the “IRAS”) under
Section 13(12) of the Singapore Income Tax Act (“SITA”).
Pursuant to the Tax Rulings, dividend income received in
Singapore by the Singapore Holding Companies, and interest
income received in Singapore by the Singapore Financing
Companies, on or before 31 March 2015 from the Dutch
Holding Companies would, subject to certain conditions, be
exempt from Singapore income tax. Pursuant to Section
13(12A) of the SITA the exemption under Section 13(12) of
the SITA is revoked with effect from 1 April 2015 unless
extended by the Singapore Government. Pursuant to the
IRAS announcement in the Section 13(12) Circular dated
30 May 2014, dividend income received by the Singapore
Holding Companies in Singapore after 31 March 2015 and
interest income received by the Singapore Financing
Companies in Singapore after 31 March 2015 from the Dutch
Holding Companies should, provided the relevant conditions
are met, continue to be exempt under Section 13(12) of the
SITA to the extent such dividend and interest income arise in
respect of the Properties acquired by the Dutch Holding
Companies on or before 31 March 2015 and such Properties
continue to be beneficially owned by the Dutch Holding
Companies.
Dividends received by IREIT from the Singapore Holding
Companies and Singapore Financing Companies are exempt
from Singapore income tax to IREIT.
Distributions by IREIT out of dividend income from the
Singapore Holding Companies and Singapore Financing
Companies, capital gains from disposals of shares in the
Singapore Holding Companies and the Singapore Financing
Companies and any other income taxable at the level of IREIT
should not be subject to Singapore income tax to the
Unitholders.
(See “Taxation” for further details.)
Termination of IREIT

IREIT can be terminated by either an Extraordinary
Resolution (as defined herein) at a Unitholders’ meeting duly
convened and held in accordance with the provisions of the
Trust Deed or by the Manager or the Trustee under certain
circumstances specified in the Trust Deed, for example, if
IREIT is delisted permanently from the SGX-ST. (See “The
Formation and Structure of IREIT Global – Termination of
IREIT” for further details.)

Governing Law

The Trust Deed is governed by Singapore law.

Commission Payable by IREIT
to the Joint Bookrunners

2.0% of the total proceeds of the Offering, excluding the
proceeds raised from the issuance of the Summit Units to
Summit SPV and Mr Tong Jinquan (the “Underwriting,
Selling and Management Commission”). (See “Plan of
Distribution – Issue Expenses” for further details.)

Risk Factors

Prospective investors should carefully consider certain
risks connected with an investment in the Units, as
discussed under “Risk Factors”.
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INDICATIVE TIMETABLE
An indicative timetable for the Offering is set out below for the reference of applicants for the
Units:
Date and time

Event

5 August 2014, 9.00 a.m.

:

Opening date and time for the Public Offer.

11 August 2014, 12.00
noon

:

Closing date and time for the Public Offer.

12 August 2014

:

Balloting of applications under the Public Offer, if necessary.
Commence returning or refunding of application monies to
unsuccessful or partially successful applicants and
commence returning or refunding of application monies to
successful applicants for the amount paid in excess of the
Offering Price, if necessary.

13 August 2014, at or
before 2.00 p.m.

:

Completion of the acquisition of the Properties.

13 August 2014, 2.00 p.m.

:

Commence trading on a “ready” basis.

18 August 2014

:

Settlement date for all trades done on a “ready” basis on 13
August 2014.

The above timetable is indicative only and is subject to change. It assumes:
•

that the closing of the application list relating to the Public Offer (the “Application List”) is
11 August 2014;

•

that the Listing Date is 13 August 2014;

•

compliance with the SGX-ST’s unitholding spread requirement; and

•

that the Units will be issued and fully paid up prior to 2.00 p.m. on 13 August 2014.

All dates and times referred to above are Singapore dates and times.
Trading in the Units through the SGX-ST on a “ready” basis will commence at 2.00 p.m. on 13
August 2014 (subject to the SGX-ST being satisfied that all conditions necessary for the
commencement of trading in the Units through the SGX-ST on a “ready” basis have been fulfilled).
The completion of the acquisition of the Properties is expected to take place at or before 2.00 p.m.
on 13 August 2014 (see “Certain Agreements Relating to IREIT Global and the Properties” for
further details).
If IREIT is terminated by the Manager or the Trustee under the circumstances specified in the
Trust Deed prior to, or the acquisition of the Properties is not completed by, 2.00 p.m. on 13 August
2014 (being the time and date of commencement of trading in the Units through the SGX-ST), the
Offering will not proceed and the application monies will be returned in full (without interest or any
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share of revenue or other benefit arising therefrom and at each applicant’s own risk and without
any right or claim against IREIT, the Manager, the Trustee, the Sole Global Coordinator, the Joint
Bookrunners or the Sponsor).
In the event of any early or extended closure of the Application List or the shortening or extension
of the time period during which the Offering is open, the Manager will publicly announce the same:
•

via SGXNET, with the announcement to be posted on the internet at the SGX-ST website:
http://www.sgx.com; and

•

in one or more major Singapore newspapers, such as The Straits Times, The Business
Times and Lianhe Zaobao.

For the date on which trading on a “ready” basis will commence, investors should monitor
SGXNET, the major Singapore newspapers, or check with their brokers.
The Manager will provide details and results of the Public Offer through SGXNET and in one or
more major Singapore newspapers, such as The Straits Times, The Business Times and Lianhe
Zaobao.
The Manager reserves the right to reject or accept, in whole or in part, or to scale down or ballot
any application for Units, without assigning any reason, and no enquiry and/or correspondence on
the decision of the Manager will be entertained. In deciding the basis of allotment, due
consideration will be given to the desirability of allotting the Units to a reasonable number of
applicants with a view to establishing an adequate market for the Units.
Where an application is accepted or rejected in part only or if the Offering does not proceed for
any reason, the full amount or the balance of the application monies, as the case may be, will be
refunded (without interest or any share of revenue or other benefit arising therefrom) to the
applicant, at his own risk, and without any right or claim against IREIT, the Manager, the Trustee,
the Sole Global Coordinator, the Joint Bookrunners or the Sponsor.
Where an application is not successful, the refund of the full amount of the application monies
(without interest or any share of revenue or other benefit arising therefrom) to the applicant, is
expected to be completed, at his own risk within 24 hours after balloting (provided that such
refunds in relation to applications in Singapore are made in accordance with the procedures set
out in Appendix G, “Terms, Conditions and Procedures for Application for and Acceptance of the
Units in Singapore”).
Where an application is accepted in full or in part only, any balance of the application monies will
be refunded (without interest or any share of revenue or other benefit arising therefrom) to the
applicant, at his own risk, within 14 days on which the SGX-ST is open for trading in securities
(“Market Days”) after the close of the Offering (provided that such refunds in relation to
applications in Singapore are made in accordance with the procedures set out in Appendix G,
“Terms, Conditions and Procedures for Application for and Acceptance of the Units in Singapore”).
Where the Offering does not proceed for any reason, the full amount of application monies
(without interest or any share of revenue or other benefit arising therefrom) will, within three
Market Days after the Offering is discontinued, be returned to the applicants at their own risk
(provided that such refunds in relation to applications in Singapore are made in accordance with
the procedures set out in Appendix G, “Terms, Conditions and Procedures for Application for and
Acceptance of the Units in Singapore”).
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UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET
AS AT THE LISTING DATE
The following table is only an extract from, and should be read together with, “Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date” and the report set out in Appendix B,
“Reporting Auditors’ Report on the Unaudited Pro Forma Consolidated Balance Sheet as at the
Listing Date” and Appendix C, “Unaudited Pro Forma Consolidated Balance Sheet as at the Listing
Date”.
Unaudited
Pro Forma
Consolidated
Balance
Sheet as at
Listing Date
C’000
Current assets
Cash and cash equivalents

1,172

Other receivables

3,072
4,244

Non-current assets
Investment properties

284,100

Deferred tax assets

2,452
286,552

Total assets

290,796

Current liabilities
Other payables

2,397

Non-current liabilities
Borrowings

95,019

Total liabilities

97,416

Net assets attributable to holders of Units

193,380

Number of Units in issue (‘000)

419,337

Net asset value per Unit:
C/Unit

0.46

S$ equivalent/Unit

0.78
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PROFIT FORECAST AND PROFIT PROJECTIONS
The following table is an extract from “Profit Forecast and Profit Projections”. Statements
contained in the “Profit Forecast and Profit Projections” section that are not historical facts may
be forward-looking statements. Such statements are based on the assumptions set forth in “Profit
Forecast and Profit Projections” and are subject to certain risks and uncertainties which may
cause actual results to differ materially from those forecasted and projected. Under no
circumstances should the inclusion of such information herein be regarded as a representation,
warranty or prediction with respect to the accuracy of the underlying assumptions by any of IREIT,
the Manager, the Trustee, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or any
other person, or that these results will be achieved or are likely to be achieved (see
“Forward-Looking Statements” and “Risk Factors”). Prospective investors in the Units are
cautioned not to place any undue reliance on these forward-looking statements that are valid only
as at the date of this Prospectus.
None of IREIT, the Manager, the Trustee, the Sole Global Coordinator, the Joint
Bookrunners or the Sponsor guarantees the performance of IREIT, the repayment of capital
or the payment of any distributions, or any particular return on the Units. The forecast and
projected yields stated in the following table are calculated based on:
•

the Offering Price; and

•

the assumption that the Listing Date is 1 July 2014.

Such yields will vary accordingly if the Listing Date is not 1 July 2014, or for investors who
purchase the Units in the secondary market at a market price that differs from the Offering
Price. Unitholders should note that in respect of Forecast Period 2014, they will only be
entitled to a pro rata share of distributions declared and paid for the period from Listing
Date to 31 December 2014.
The following table shows IREIT’s forecast and projected statements of total return for Forecast
Period 2014, Projection Year 2015 and Projection Year 2016. The financial year end of IREIT is
31 December. The forecast results for Forecast Period 2014 (the “Profit Forecast”) and the
projected results for Projection Year 2015 and Projection Year 2016 (the “Profit Projections”)
may be different to the extent that the actual date of issuance of Units is other than on 1 July 2014,
being the assumed date of the issuance of Units for the Offering. The Profit Forecast and Profit
Projections are based on the assumptions set out in “Profit Forecast and Profit Projections” and
have been examined by Deloitte & Touche LLP (the “Reporting Auditors”), and should be read
together with the report “Reporting Auditors’ Report on the Profit Forecast and Profit Projections”
set out in Appendix A, as well as the assumptions and the sensitivity analysis set out in “Profit
Forecast and Profit Projections”.
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Forecast and Projected Statements of Total Return
The forecast and projected statements of total return are as follows:
Forecast
Period 2014

Projection
Year 2015

Projection
Year 2016

(Six months
from 1 July
2014 to
31 December
2014)

(Full year from
1 January
2015 to
31 December
2015)

(Full year from
1 January
2016 to
31 December
2016)

( C’000)

( C’000)

( C’000)

Gross Revenue
Property operating expenses

11,027
(1,258)

22,534
(2,467)

22,937
(2,517)

Net Property Income
Finance income
Finance costs(1)
Manager’s management fees
Trustee’s fees
Administrative costs
Other trust expenses

9,769
1
(1,021)
(830)
(35)
(190)
(497)

20,067
4
(2,051)
(1,975)
(72)
(385)
(548)

20,420
4
(2,060)
(1,755)
(71)
(391)
(554)

7,197

15,040

15,593

249

383

271

Net income after tax
Distribution adjustments(4)

7,446
855

15,423
2,149

15,864
1,690

Income available for distribution to
Unitholders(5)

8,301

17,572

17,554

Forecast
Period 2014

Projection
Year 2015

Projection
Year 2016

Based on the
Offering Price

Based on the
Offering Price

Based on the
Offering Price

420,925

424,715

428,112

1.98
3.33
0.88

4.15
7.01
0.88

4.11
7.01
0.88

8.0%

8.0%

Net income before tax(2)(3)
Tax expense

Number of Units issued and issuable at the
end of the period/year (’000)
Distribution per Unit(6)
– C cents
– S$ cents(7)
Offering Price (S$)

7.6%(8)

Distribution yield
Notes:
(1)

Finance cost comprises net interest expense and amortisation of upfront debt issuance costs.

(2)

Net income before tax does not include the impact of financial instruments that may be entered into by IREIT to
hedge currency fluctuations prior to listing and in Forecast Period 2014, Projection Year 2015 and Projection Year
2016.

(3)

Net income before tax for 2014 does not include the difference between the fair value of the Properties and the total
purchase cost of the Properties and the share of the IPO expenses charged to income.

(4)

“Distribution adjustments” include expenses relating to the Manager’s management fees to be paid in Units,
amortisation of upfront debt issuance costs, adjustment for income and expense and fair value changes of the
financial instruments to hedge currency fluctuations, interest expense due to differences between accounting
method of computation which is based on the effective interest rate method and actual interest payments made, and
other adjustments.

(5)

Unitholders should note that in respect of Forecast Period 2014, they will only be entitled to a pro rata share of
distributions declared and paid for the period from the Listing Date to 31 December 2014.

(6)

The determination of Distribution per Unit takes into consideration IREIT’s distribution policy of making distributions
to Unitholders on a semi-annual basis.

(7)

Distribution per Unit is translated from EUR to S$ equivalent at the rate of EUR 1 : S$1.68 in Forecast Period 2014,
EUR 1 : S$1.69 in Projection Year 2015, and EUR 1 : S$1.70 in Projection Year 2016.

(8)

Annualised by extrapolating the Forecast Period 2014 figures for a calendar year.
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RISK FACTORS
An investment in the Units involves risk. Prospective investors should consider carefully, together
with all other information contained in this Prospectus, the factors described below before
deciding to invest in the Units. The risks described below are by no means exhaustive or
comprehensive, and there may be other risks in addition to those shown below which are not
known to the Manager or which may not be material now but could turn out to be material in the
future. Additional risks, whether known or unknown, may in the future have a material adverse
effect on IREIT and impair the business operations of IREIT. The business, financial condition,
results of operations and prospects of IREIT could be materially and adversely affected by any of
these risks, which may reduce the ability of IREIT to make distributions to Unitholders.
This Prospectus also contains forward-looking statements (including a profit forecast and profit
projections) that involve risks, uncertainties and assumptions. The actual results of IREIT could
differ materially from those anticipated in these forward-looking statements as a result of certain
factors, including the risks faced by IREIT as described below and elsewhere in this Prospectus.
As an investment in a REIT is meant to produce returns over the long-term, investors should not
expect to obtain short-term gains.
Investors should be aware that the price of Units, and the income from them, may fall or rise.
Investors should note that they may not get back their original investment.
Before deciding to invest in the Units, prospective investors should seek professional advice from
their relevant advisers about their particular circumstances.
RISKS RELATING TO THE PROPERTIES
IREIT may be adversely affected by economic and real estate market conditions (including
uncertainties and instability in global market conditions and increased competition in the
real estate market), as well as changes in regulatory, fiscal and other governmental policies
in Europe.
The Properties are located in Europe. As a result, IREIT’s Gross Revenue and results of
operations depend upon the performance of the European economy. An economic decline in
Europe could adversely affect IREIT’s results of operations and future growth.
In addition, Europe’s economy is affected by global economic conditions. The global credit
markets have experienced, and may continue to experience, volatility and liquidity disruptions,
which have resulted in the consolidation, failure or near failure of a number of institutions in the
banking and insurance industries. There remains a concern that the debt crisis affecting Europe
and the U.S. will impinge upon the health of the global financial system. These events could
adversely affect IREIT insofar as they result in:
•

a negative impact on the ability of the tenants to pay their rents in a timely manner or
continue their leases, thus reducing IREIT’s cash flow;

•

an increase in counterparty risk (being the risk of monetary loss which IREIT may be exposed
to if any of its counterparties encounters difficulty in meeting its obligations under the terms
of its respective transaction); and/or
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•

an increased likelihood that one or more of (i) IREIT’s banking syndicates (if any), (ii) banks
or insurers, as the case may be, providing bankers’ guarantees or performance bonds for the
rental deposits or other types of deposits relating to or in connection with the Properties or
IREIT’s operations or (iii) IREIT’s insurers, may be unable to honour their commitments to
IREIT.

There is also uncertainty as to the strength of the global economy, the potential for slowdown in
consumer demand and the impact of the global downturn on the economy of Europe. In particular,
the ongoing Crimean crisis involving Russia and Ukraine could adversely affect Germany’s trade
relationship with Russia. Germany also relies strongly on Russia for its natural gas supplies, and
there is a possibility that Russia may taper its gas supplies to Europe. These events could
contribute to an economic decline in Europe, which may adversely affect IREIT’s results of
operations and future growth.
Investments in office and real estate-related assets in any particular country will expose IREIT to
additional local real estate market conditions. Other real estate market conditions which may
adversely affect the performance of IREIT include the attractiveness of competing real estaterelated assets or an oversupply or reduced demand for such real estate-related assets.
Further, IREIT will be subject to real estate laws, regulations and policies of European jurisdictions
as a result of its property investments in Europe. Measures and policies adopted by European
governments and regulatory authorities at national, state or local levels, such as government
control over property investments or foreign exchange regulations, may negatively impact IREIT’s
properties.
IREIT is reliant on the three properties leased to GMG for a substantial portion of its Net
Property Income.
For each of Bonn Campus, Darmstadt Campus and Münster Campus, the Deutsche Telekom
Leases are expected to contribute 78.9% of the Net Property Income of the IPO Portfolio for
Projection Year 2015. Deutsche Telekom has entered into a profit and loss transfer agreement (the
“Deutsche Telekom Profit and Loss Transfer Agreement”) with GMG, which is its wholly-owned
subsidiary 1. Pursuant to the Deutsche Telekom Profit and Loss Transfer Agreement, Deutsche
Telekom will be subject to a claim to compensate GMG for any and all losses suffered by GMG
in the event that the assets of GMG are insufficient to cover the claims of IREIT under the
Deutsche Telekom Leases. (See “Business and Properties – Certain Information on the Properties
– Deutsche Telekom Profit and Loss Transfer Agreement” for further details.) However, should
Deutsche Telekom be unable or unwilling to compensate GMG and GMG becomes insolvent,
IREIT would then have to make a direct claim against Deutsche Telekom with respect to all
outstanding obligations of GMG until the end of the lease term. Should such a claim be made by
IREIT, there can be no assurance that Deutsche Telekom will have sufficient assets, income and
access to financing in order to enable it to satisfy its obligations under the respective Deutsche
Telekom Leases and to the extent that Deutsche Telekom is not able to satisfy such claim, this
would have an adverse impact on the financial condition and financial performance of IREIT.

1

For the avoidance of doubt, the Deutsche Telekom Profit and Loss Transfer Agreement is a general agreement that
extends to all creditors of GMG, and not only IREIT.
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IREIT is subject to the risk of non-renewal and non-replacement of leases, and the loss of
anchor tenants or a significant number of tenants of any of the Properties, or a downturn
in the businesses of anchor tenants or a significant number of tenants, could have an
adverse effect on the business, financial condition and results of operations of IREIT.
For the month of March 2014, the top five tenants of the IPO portfolio by Gross Rental Income
contributed 98.9% of the Gross Rental Income of IREIT. As such, IREIT’s financial condition and
results of operations and capital growth may be adversely affected by the bankruptcy, insolvency
or downturn in the businesses of one or more of the anchor tenants (particularly Deutsche
Telekom, as the sole tenant of the Deutsche Telekom Properties via its wholly-owned subsidiary)
or a significant number of tenants of any of the Properties, as well as the decision by one or more
of these tenants not to renew its lease at the end of a lease cycle or terminate its lease before it
expires. If an anchor tenant or a significant number of tenants terminate their leases or do not
renew their leases at expiry, it may be difficult to secure replacement tenants at short notice. In
addition, the amount of rent and the terms on which lease renewals and new leases are agreed
may be less favourable than the current leases. If replacement tenants cannot be found in a timely
manner or on terms acceptable to the Manager, there is likely to be a material adverse effect on
the Properties, which could adversely affect the business, financial condition and results of
operations of IREIT.
The loss of anchor tenants or a significant number of tenants in any one of IREIT’s Properties or
future acquisitions could result in periods of vacancy, which could adversely affect the revenue
and financial conditions of the relevant Property, consequently impacting the ability of the Dutch
Holding Companies to make interest and dividend payments to the Singapore Financing
Companies and the Singapore Holding Companies respectively and therefore, the ability of the
Singapore Financing Companies and the Singapore Holding Companies to make dividend
payments or distributions to IREIT.
Planned amenities and transportation infrastructure near the Properties may not be
implemented as planned, or may be closed, relocated, terminated, delayed or not
completed.
There is no assurance that amenities, transportation infrastructure and public transport services
near the Properties will be implemented as planned or will not be closed, relocated, terminated,
delayed or completed. If such an event were to occur, it will adversely impact the accessibility of
the relevant Property and the attractiveness and marketability of the relevant Property to tenants.
This may have an adverse impact on the demand and rental rates for the relevant Property and
adversely affect the business, financial condition and results of operations of IREIT.
The Properties and properties to be acquired by IREIT may require significant capital
expenditure periodically beyond the Manager’s current estimate and IREIT may not be able
to secure funding.
The Properties and properties to be acquired by IREIT may require periodic capital expenditure
beyond the Manager’s current estimate for refurbishment, renovation for improvements and
development of the Properties in order to remain competitive or be income-producing. IREIT may
not be able to fund capital expenditure solely from cash provided from its operating activities and
may not be able to obtain additional equity or debt financing on favourable terms or at all. If IREIT
is not able to obtain such financing, the marketability of such property may be affected.
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IREIT’s assets might be adversely affected if the Manager, the Property Manager and/or any
property manager appointed to manage a property do not provide adequate management
and maintenance.
Should the Manager, the Property Manager and/or any property manager appointed to manage a
property fail to provide adequate management and maintenance, the value of IREIT’s assets
might be adversely affected and this may result in a loss of tenants, which will adversely affect
distributions to Unitholders.
IREIT may suffer material losses in excess of insurance proceeds or IREIT may not put in
place or maintain adequate insurance in relation to the Properties and its potential
liabilities to third parties.
The Properties face the risk of suffering physical damage caused by fire, terrorism, acts of God
such as natural disasters or other causes, as well as potential public liability claims, including
claims arising from the operations of the Properties.
In addition, certain types of risks (such as war risk and losses caused by the outbreak of
contagious diseases, contamination or other environmental breaches) may be uninsurable or the
cost of insurance may be prohibitive when compared to the risk. Currently, IREIT’s insurance
policies for the Properties may not cover acts of war, outbreak of contagious diseases,
contamination or other environmental breaches.
Should an uninsured loss or a loss in excess of insured limits occur, IREIT could be required to
pay compensation and/or lose capital invested in the affected property as well as anticipated
future revenue from that property as it may not be able to rent out or sell the affected property.
IREIT will also be liable for any debt or other financial obligations 1 related to that property. No
assurance can be given that material losses in excess of insurance proceeds will not occur.
Renovation or redevelopment works or physical damage to the Properties may disrupt the
operations of the Properties and collection of rental income or otherwise result in adverse
impact on the financial condition of IREIT.
The quality and design of the Properties have a direct influence over the demand for space in, and
the rental rates of, the Properties. The Properties may need to undergo renovation or
redevelopment works from time to time to retain their competitiveness and may also require
unforeseen ad hoc maintenance or repairs in respect of faults or problems that may develop or
because of new planning laws or regulations. The costs of maintaining office properties and the
risk of unforeseen maintenance or repair requirements tend to increase over time as the building
ages. Although the tenants may be obliged to bear certain maintenance and repair costs to a
certain extent, the business and operations of the Properties may suffer some disruption and it
may not be possible to collect the full or any rental income on space affected by such renovation
or redevelopment works.
In addition, physical damage to the Properties resulting from fire or other causes may lead to a
significant disruption to the business and operation of the Properties and, together with the
foregoing, may impose unbudgeted costs on IREIT and result in an adverse impact on the
financial condition and results of operations of IREIT and its ability to make distributions.

1

Such “debt or other financial obligation” refers to those which will be taken up at the IPO and will be secured over
the Properties. Such debts or financial obligations may change over time as IREIT discharges or reduces its
indebtedness or seeks refinancing.

44

IREIT could incur significant costs or liability related to environmental matters.
IREIT’s operations are subject to various environmental laws, including those relating to air
pollution control, water pollution control, waste disposal, noise pollution control and the storage of
dangerous goods. Under these laws, an owner or operator of real property may be subject to
liability, including a fine or imprisonment, for air pollution, noise pollution or the presence or
discharge of hazardous or toxic chemicals at that property. In addition, IREIT may be required to
make capital expenditures to comply with these environmental laws. While the potential for ground
contamination is considered minimal, the sites of Darmstadt Campus and Münster Campus were
bombed during the Second World War, and the existence of munitions cannot be excluded
entirely. Separately, Concor Park is located in an area that is regarded as potentially contaminated
because of its history of commercial use, namely the operation of a cement mill. The presence of
contamination, air pollution, noise pollution or dangerous goods without a valid licence or the
failure to remediate contamination, air pollution, noise pollution or dangerous goods may expose
IREIT to liability or materially adversely affect its ability to sell or lease the real property or to
borrow using the real property as collateral. Accordingly, if the Properties are affected by
contamination or other environmental effects not previously identified and/or rectified, IREIT risks
prosecution by environmental authorities and may be required to incur unbudgeted capital
expenditure to remedy such issue and the financial position of tenants may be adversely
impacted, affecting their ability to trade and to meet their tenancy obligations.
The due diligence exercise on the Properties, tenancies, buildings and equipment may not
have identified all defects, breaches of laws and regulations and other deficiencies.
The Manager believes that reasonable due diligence investigations with respect to the Properties
have been conducted prior to their acquisitions and that based on the due diligence commissioned
by the Manager no material defects or deficiencies were found. However, notwithstanding the
above there is no assurance that the Properties will not have defects or deficiencies requiring
repair or maintenance (including design, construction or other latent property or equipment
defects in the Properties which may require additional capital expenditure, special repair,
maintenance expenses, the payment of damages or other obligations to third parties) or be
affected by breaches of laws and regulations.
Statutory or contractual representations, warranties and indemnities given by any seller of office
properties are unlikely to afford satisfactory protection from costs or liabilities arising from such
property or equipment defects. The scope of the warranties provided by the Deutsche Telekom
Property Vendors are limited mainly to the accuracy and completeness of the documents and
information provided by the Deutsche Telekom Property Vendors in the course of the due diligence
carried out by the Deutsche Telekom Property Purchasers. Any liability of the Deutsche Telekom
Property Vendors for the technical condition of the Deutsche Telekom Properties or for potential
contamination on the Deutsche Telekom Properties is explicitly excluded. The overall liability of
the Deutsche Telekom Property Vendors and the Concor Park Vendor for breaches of warranties
is limited to an aggregate amount of C10.0 million for all four Deutsche Telekom Property Vendors
together and C10.0 million for Concor Park.
Costs or liabilities arising from such defects or deficiencies may require significant capital
expenditures or obligations to third parties and may involve significant and potentially
unpredictable patterns and levels of expenditure which may have a material adverse effect on
IREIT’s earnings and cash flows.
The Properties may face increased competition from other properties.
The Properties are located in areas where other competing properties are present and new
properties may be developed which may compete with the Properties.
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The income from and the market value of the Properties will be dependent on the ability of the
Properties to compete against other properties for tenants. If, after the Offering, competing
properties are more successful in attracting and retaining tenants, or similar properties in their
vicinity are substantially upgraded and refurbished, the income from the Properties could be
reduced, thereby adversely affecting IREIT’s cash flow and the amount of funds available for
distribution to Unitholders. (See “Business and Properties – Bonn Campus – Competition”,
“Business and Properties – Darmstadt Campus – Competition”, “Business and Properties –
Münster Campus – Competition”, and “Business and Properties – Concor Park – Competition” for
further details.)
The appraisals of the Properties are based on various assumptions and the price at which
IREIT is able to sell a Property in the future may be different from the initial acquisition
value of the Property.
There can be no assurance that the assumptions on which the appraisals of the Properties are
based are accurate measures of the market, and the values of the Properties may be evaluated
inaccurately. The Independent Valuers may have included a subjective determination of certain
factors relating to the Properties such as their relative market positions, financial and competitive
strengths, and physical condition and, accordingly, the valuation of the Properties (which affect
the NAV per Unit) may be subjective.
The valuation of any of the Properties does not guarantee a sale price at that value at present or
in the future. The price at which IREIT may sell a property may be lower than its purchase price.
The potential increase in rental income pursuant to rent adjustment clauses for certain of
the leases may not eventuate if the CPI does not cross the relevant prescribed hurdles, or
the rental income may be adjusted downward if the CPI crosses the lower prescribed
hurdle.
All of the leases 1, of which 79.5% 1 are made up by the Deutsche Telekom Leases and 20.5% 1 are
made up by eight leases for Concor Park, contain rent adjustment clauses, which provide for rent
adjustments each time the CPI crosses a certain prescribed hurdle. Different leases contain
different rent adjustment clauses, with different rent adjustments and different prescribed hurdles.
For the Deutsche Telekom Properties, if the CPI changes by more than 10.0%, on a cumulative
basis assessed monthly, compared to the Base CPI, then the Gross Rental Income shall be
adjusted accordingly by the same percentage of the CPI change, immediately applicable in the
following month 2. For Concor Park, eight out of twelve lease agreements contain provisions which
subject the rent to indexation to the CPI, where if the CPI crosses a prescribed point difference
hurdle (of either five or seven points, depending on the terms of the lease agreement, i.e. if Base
CPI was 100, then a five or seven point increase would be 105 or 107 respectively) or by a
prescribed percentage hurdle of 7.0% (in the case of one lease agreement), on a cumulative basis
assessed monthly, from the Base CPI, then the Gross Rental Income would be adjusted
accordingly by the same percentage of the CPI change. This would be applicable starting on either
the next half-year period or the following year, depending on the terms of the lease agreement.

1

By Gross Rental Income for the month of March 2014.

2

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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The Profit Forecast and Profit Projections are based on the assumption that such hurdles will be
met and that IREIT would benefit from such rental uplift. However, in the event that the relevant
prescribed hurdles are not crossed, IREIT would not benefit from the potential rental uplift
pursuant to such rental adjustment clause. Conversely, if the CPI decreases by more than the
relevant prescribed hurdles on a cumulative basis, the rent adjustment clauses may result in the
rent being adjusted downwards by the same percentage or points of the CPI change.
Any breach by a tenant under a lease agreement that does not provide for rental security
from the relevant tenant may have an adverse effect on IREIT.
Certain of the lease agreements contributing 85.0% of the Gross Rental Income of the IPO
Portfolio as of 31 March 2014, including the lease agreements in respect of the Deutsche Telekom
Properties, do not provide for security deposits or bank guarantees to be paid or furnished by the
relevant tenant. In the event of default by GMG under the Deutsche Telekom Leases, IREIT may
have to seek compensation by relying on the Deutsche Telekom Profit and Loss Transfer
Agreement 1. Should GMG become insolvent, IREIT would have a direct claim against Deutsche
Telekom with respect to all outstanding obligations of GMG until the end of the lease term. In the
event that GMG is not insolvent (i.e. GMG has sufficient assets to fulfill its obligations but is not
willing to pay), IREIT would obtain an enforceable title, for example by obtaining a court judgment,
against GMG and could on this basis enforce its claims against GMG’s assets. These assets
include the claim of GMG against Deutsche Telekom under the Deutsche Telekom Profit and Loss
Transfer Agreement which could be seized and enforced by IREIT against Deutsche Telekom
directly. Obtaining an enforceable title against GMG or Deutsche Telekom may take approximately
three to six months and this delay in obtaining financial compensation may adversely impact
IREIT’s cash flow and financial condition. (See “Business and Properties – Certain Information on
the Properties – Deutsche Telekom Profit and Loss Transfer Agreement” for further details.)
In the case of Concor Park, most of the lease agreements which do not provide for security
deposits, provide instead for bank guarantees from the tenants and in the event of default by such
tenants under the respective leases, IREIT would have to incur time and costs to enforce the bank
guarantees. Furthermore, in relation to the lease by Allianz, as a tenant of Concor Park, which
comprises 5.5% of the Gross Rental Income for March 2014, the provision of rental security was
waived on the condition that the Allianz group continues to hold the majority of the shares of the
tenant.
In the event of default by a tenant whose lease agreement does not provide for rental security,
other methods may have to be employed in order for IREIT to be compensated as set out above.
There is no assurance that IREIT would be compensated to the same extent had rental security
been furnished by the relevant tenant. This may adversely affect the level of distributable income
of IREIT.
In relation to Concor Park, Sodexo may exercise its special termination right to terminate
its tenancy agreement, which may result in a breach of IREIT’s obligations under the lease
agreement with Allianz.
Under the lease to Allianz in relation to Concor Park, the landlord is obliged to have an external
provider operate a canteen in the building for the benefit of the tenants of Concor Park. In order
to fulfil this obligation, the Concor Park Vendor 2 has entered into a tenancy agreement with
Sodexo Services GmbH (“Sodexo”). Sodexo has been granted a special termination right if, for
reasons beyond its control, a monthly yield of an average of 5.0% of the net turnover cannot be
1

For the avoidance of doubt, the Deutsche Telekom Profit and Loss Transfer Agreement is a general agreement that
extends to all creditors of GMG, and not only IREIT.

2

The “Concor Park Vendor” refers to MG-Dornach Bestandsgebäude GmbH, a limited liability company
(Gesellschaft mit beschränkter Haftung) under German law with registered seat in Munich, Germany, registered with
the commercial register of the local court (Amtsgericht) of Munichunder HRB 134339, formerly known as CM.
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reached. The notice period for this special termination right is six months. As this yield has never
been reached by Sodexo, Sodexo could in principle exercise this special termination right. If
Sodexo does exercise this right and IREIT is unable to find a replacement canteen operator within
the six month notice period, this may result in a breach of IREIT’s obligations under the Allianz
lease agreement, which may consequently render IREIT liable to pay compensation to Allianz for
any extra costs incurred by Allianz to engage a caterer for its staff.
Certain lease agreements in relation to the Properties contain non-compete clauses.
The lease agreements in relation to the Deutsche Telekom Properties and the lease agreement
with Allianz in relation to Concor Park contain non-compete clauses which prevent the landlord
from leasing premises to tenants which are in competition with the existing tenant, namely in the
business area of telecommunications and insurance respectively. This limitation may cause
competing properties to be more successful in attracting and retaining tenants in the
telecommunications and, as the case may be, the insurance industry in the future. This may
reduce the income from the Properties, thereby adversely affecting the amount of funds available
for distribution to Unitholders.
There is a risk that IREIT may be liable to pay certain amounts as a result of value-added
tax (“VAT”) adjustments in relation to the Properties.
There is a potential risk of VAT adjustments in relation to the Deutsche Telekom Properties. Under
the German VAT Act, the Deutsche Telekom Property Vendors are entitled under certain
conditions to deduct the VAT on the purchase price which they had paid to acquire the Deutsche
Telekom Properties and on maintenance and repair works conducted for the properties as
Input-VAT. The Deutsche Telekom Property Vendors are only entitled to such a deduction of
Input-VAT, if the properties are used by tenants or sub-tenants which are solely carrying out
services which are subject to VAT. If, however, any of the Deutsche Telekom Properties are let to
tenants or sub-tenants which are not solely carrying out services which are subject to VAT, IREIT,
as the purchaser of the Deutsche Telekom Property Vendors’ legal successor, for VAT purposes,
would be liable to pay back the Input-VAT which had been deducted by the Deutsche Telekom
Property Vendors. For every month that such Property has been let to such tenant or sub-tenant,
IREIT would have to pay back a proportion of 1/120 of the Input-VAT that the Deutsche Telekom
Property Vendors had deducted. The same would apply for any VAT on repair or maintenance
works. While the Deutsche Telekom Properties Purchase Agreements provide for an
indemnification of the Deutsche Telekom Property Purchasers by the Deutsche Telekom Property
Vendors from any potential secondary liability of the Deutsche Telekom Property Purchasers for
taxes owed by the Deutsche Telekom Property Vendors, if IREIT is found liable to pay such VAT
adjustments and if the Deutsche Telekom Property Vendors fail to indemnify the Deutsche
Telekom Property Purchasers, this may have an adverse effect on the amount of funds available
for distribution to Unitholders.
By purchasing Concor Park, the Concor Park Purchasers, insofar as the party assuming the
business of the Concor Park Vendor, can be held liable for the VAT payable by the Concor Park
Vendor’s VAT tax group, as far as this VAT is triggered by letting out Concor Park, but only if the
VAT has been triggered in the calendar year before the purchase and has been assessed within
one year after the Purchaser has announced the transfer to the tax authorities. While the Concor
Park Purchase Agreement provides for an indemnification of the Concor Park Purchasers by the
Concor Park Vendor from any potential secondary liability of the Concor Park Purchasers for taxes
owed by the Concor Park Vendor, if the Concor Park Vendor fails to indemnify the Concor Park
Purchasers, there is a risk that IREIT may become liable for such secondary VAT liability of the
Concor Park Vendor in respect of the VAT triggered by the letting of Concor Park, to the extent that
the respective VAT has been triggered in the calendar year before the purchase and has been
assessed within one year after IREIT has announced the transfer to the tax authorities.
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RISKS RELATING TO IREIT’S OPERATIONS
The Manager may not be able to successfully implement its investment strategy for IREIT
and there are no assets which are subject to the Sponsor ROFR, the Summit ROFR or the
LCH ROFR (each as defined herein).
There is no assurance that the Manager will be able to implement its investment strategy
successfully or that it will be able to expand IREIT’s portfolio at any specified rate or to any
specified size. The Manager may not be able to make acquisitions or investments on favourable
terms or within a desired time frame.
In addition, as at the Latest Practicable Date, none of Mr Tong Jinquan, Summit Group, the
Strategic Partner, Mr Lim Chap Huat, the Chief Executive Officer or the Sponsor holds any interest
in any income-producing properties in Europe that are predominantly used for office purposes and
there are no assets which are subject to the Sponsor ROFR, the Summit ROFR or the LCH ROFR.
Notwithstanding that Summit Group, Mr Lim Chap Huat or the Sponsor may in the future acquire
properties that would be subject to the Summit ROFR, the LCH ROFR or the Sponsor ROFR,
respectively, which would provide IREIT with access to future acquisition opportunities, none of Mr
Tong Jinquan, Summit Group, the Strategic Partner, Mr Lim Chap Huat, the Chief Executive
Officer or the Sponsor is currently able to provide a readily available acquisition pipeline for IREIT
to grow its portfolio. Furthermore, while the Manager believes that each of the Strategic Partner,
Mr Lim Chap Huat and the Sponsor will be able to lend its respective expertise in IREIT’s
acquisition strategy through its experience in the real estate industry, there can be no assurance
that Summit Group, Mr Lim Chap Huat or the Sponsor will acquire income-producing properties
in Europe predominantly used for office purposes in the future, and IREIT will have to rely on open
market opportunities for future acquisitions, which may make it more difficult for the Manager to
grow IREIT’s portfolio.
IREIT faces active competition in acquiring suitable properties. IREIT’s ability to make new
property acquisitions under its acquisition growth strategy may be adversely affected.
Even if IREIT were able to successfully acquire property or investments, there is no assurance
that IREIT will achieve its intended return on such acquisitions or investments.
In addition, IREIT’s investment strategy of principally investing, directly or indirectly, in a portfolio
of income-producing real estate in Europe which is used primarily for office purposes, as well as
real estate-related assets, involves a higher level of risk as compared to a portfolio which has a
more diverse range of investments.
Since the amount of borrowings that IREIT can incur to finance acquisitions is limited by the
Property Funds Appendix, such acquisitions are likely to be largely dependent on IREIT’s ability
to raise equity capital. This may result in a dilution of Unitholders’ holdings.
Potential vendors may view negatively the prolonged time frame and lack of certainty associated
with the raising of equity capital to fund any such purchase. They may instead prefer other
potential purchasers.
There may be significant competition for attractive investment opportunities from other property
investors, including other REITs, office property development companies and private investment
funds. There is no assurance that IREIT will be able to compete effectively against such entities.
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Any breach by the major tenants of their obligations under the lease agreements or a
downturn in their businesses may have an adverse effect on IREIT.
In the event that any major tenants of IREIT are unable to pay their rent or breach their obligations
under the lease agreements, the level of distributable income may be adversely affected. The
performance of the major tenants’ other businesses could also have an impact on their ability to
make rental payments to IREIT.
Factors that affect the ability of such major tenants to meet their obligations include, but are not
limited to:
•

their financial position;

•

the local economies in which they have business operations;

•

the ability of such major tenants to compete with their competitors;

•

in the instance where such major tenants have sub-leased the Properties, the failure of the
sub-tenants to pay rent; and

•

material losses in excess of insurance proceeds.

The amount IREIT may borrow is limited, which may affect the operations of IREIT.
Under the Property Funds Appendix, IREIT is permitted to borrow up to 35.0% of the value of the
Deposited Property at the time the borrowing is incurred, taking into account deferred payments
(including deferred payments for assets whether to be settled in cash or in Units). However, the
Property Funds Appendix also allows IREIT to borrow more than 35.0% (up to a maximum of
60.0%) of the value of the Deposited Property if a credit rating from Fitch Inc., Moody’s or
Standard & Poor’s is obtained and disclosed to the public. As at the Listing Date, IREIT is
expected to have gross borrowings of C96.6 million (S$162.6 million), with total borrowings and
deferred payments (if any) as a percentage of the Deposited Property (the “Aggregate
Leverage”) of approximately 33.2%. (See “Capitalisation and Indebtedness – Indebtedness” for
further details.)
IREIT may, from time to time, require further debt financing to achieve its investment strategies.
In the event that IREIT decides to incur additional borrowings in the future, IREIT may face
adverse business consequences as a result of this limitation on future borrowings, and these may
include:
•

an inability to fund capital expenditure requirements in relation to IREIT’s existing asset
portfolio or in relation to IREIT’s acquisitions to expand its portfolio;

•

a decline in the value of the Deposited Property may cause the borrowing limit to be
exceeded, thus affecting IREIT’s ability to make further borrowings; and

•

cash flow shortages (including with respect to distributions) which IREIT might otherwise be
able to resolve by borrowing funds.
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IREIT may face risks associated with debt financing and the Facility and the debt covenants
could limit or affect IREIT’s operations.
IREIT will, upon Listing, have in place a C96.6 million (S$162.6 million) term loan facility (the
“Facility”) from DekaBank Deutsche Girozentrale (the “Lender”). (See “Capitalisation and
Indebtedness – Indebtedness” for further details.) IREIT is subject to risks associated with debt
financing, including the risk that its cash flow will be insufficient to meet the required payments of
principal and interest under such financing, and therefore to make distributions to Unitholders.
As a result of IREIT’s distribution policy of distributing 100.0% of IREIT’s Annual Distributable
Income for the period from the Listing Date to the end of Projection Year 2016 and thereafter, at
least 90.0% of its Annual Distributable Income for each financial year, IREIT may not be able to
meet all of its obligations to repay any future borrowings through its cash flow from operations.
IREIT may be required to repay maturing debt with funds from additional debt or equity financing
or both. There is no assurance that such financing will be available on acceptable terms or at all.
If IREIT defaults under the Facility, the lenders may be able to declare a default and initiate
enforcement proceedings in respect of any security provided, and/or call upon any guarantees
provided.
If IREIT’s property is mortgaged, such property could be foreclosed by the lender or the lender
could require a forced sale of the property with a consequent loss of income and asset value to
IREIT.
If principal amounts due for repayment at maturity cannot be refinanced, extended or paid with
proceeds of other capital transactions, such as new equity capital, IREIT will not be able to pay
distributions at expected levels to Unitholders or to repay all maturing debt.
The Facility also contains certain change of control events (including change in control events in
respect of the Manager) and financial covenants, including ensuring that the ratio of its net
operating income to debt shall not be less than 11.0% and that its interest coverage ratio shall not
be less than 185.0%, which if triggered, may constitute events of default and/or mandatory
prepayment events under the Facility and the Lender may be able to initiate enforcement
proceedings in respect of any security provided, and/or call upon any guarantees provided (see
“Capitalisation and Indebtedness – Indebtedness” for further details).
IREIT may be subject to the risk that the terms of any refinancing undertaken will be less
favourable than the terms of the original borrowings, including covenants that may limit or
otherwise adversely affect its operations, its ability to make distributions to Unitholders, or its
ability to acquire properties or undertake other capital expenditure, and such terms may require
it to set aside funds for maintenance or repayment of security deposits or require IREIT to
maintain certain financial ratios (e.g. loan to value ratios). The triggering of any of such covenants
may have an adverse impact on IREIT’s financial condition. In addition, there are tenant’s
servitudes encumbering the Deutsche Telekom Properties, which do not comply with the
standards for dealing with tenant’s servitudes in the context of property financing developed by the
Association of German Mortgage-lending Institutions (as they have been registered before these
standards had been developed). This may limit the availability of debt financing to be secured by
the Deutsche Telekom Properties as certain commercial property lenders might refrain from
providing financing. (See “Business and Properties – Encumbrances” for further details.)
As at the Listing Date, IREIT is expected to have gross borrowings of C96.6 million (S$162.6
million), with an Aggregate Leverage of approximately 33.2%. If prevailing interest rates or other
factors at the time of refinancing (such as the possible reluctance of lenders to make commercial
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property loans) result in higher interest rates, the interest expense relating to such refinanced
indebtedness would increase, thereby adversely affecting IREIT’s cash flow and the amount of
funds available for distribution to the Unitholders.
Neither IREIT nor the Manager has a long established operating history.
IREIT was constituted as a private trust on 1 November 2013, and the Manager was incorporated
on 22 November 2013. Neither IREIT (as a REIT) nor the Manager (as the manager of the REIT)
has sufficient operating histories by which their past performance may be judged. The lack of a
long established operating history will make it more difficult for investors to assess IREIT’s future
performance. There is no assurance that IREIT will be able to generate sufficient revenue from
operations to make distributions or that such distributions will be in line with those set out in “Profit
Forecast and Profit Projections”.
If the Manager’s CMS Licence is cancelled or the authorisation of IREIT as a collective
investment scheme under Section 286 of the SFA is suspended, revoked or withdrawn, the
operations of IREIT will be adversely affected.
The CMS Licence issued to the Manager is subject to conditions unless otherwise cancelled. If the
CMS Licence of the Manager is cancelled by the MAS, the operations of IREIT will be adversely
affected, as the Manager would no longer be able to act as the manager of IREIT.
IREIT was authorised as a collective investment scheme on 4 August 2014 and must comply with
the requirements under the SFA and the Property Funds Appendix. In the event that the
authorisation of IREIT is suspended, revoked or withdrawn, its operations will also be adversely
affected.
Acquisitions may not yield the returns expected, resulting in disruptions to IREIT’s
business and straining of management resources.
IREIT’s external growth strategy and its asset selection process may not be successful and may
not provide positive returns to Unitholders.
Acquisitions may cause disruptions to IREIT’s operations and divert management’s attention away
from day-to-day operations.
The Manager’s strategy to initiate asset enhancement on some of the Properties from time
to time may not materialise.
The Manager may from time to time initiate asset enhancement on some of the Properties. There
is no assurance that such plans for asset enhancement will materialise, or in the event that they
do materialise, they may not achieve their desired results or may incur significant costs.
IREIT depends on certain key personnel and the loss of any key personnel may adversely
affect its operations.
IREIT’s performance depends, in part, upon the continued service and performance of the
executive officers of the Manager. (See “The Manager and Corporate Governance – The Manager
of IREIT – Executive Officers of the Manager” for details of the executive officers of the Manager.)
These key personnel may leave the employment of the Manager. If any of the above were to occur,
the Manager will need to spend time searching for a replacement and the duties for which such
executive officers are responsible may be affected. The loss of any of these individuals could have
a material adverse effect on the financial condition and the results of operations of IREIT.
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IREIT may from time to time be subject to legal proceedings and government proceedings.
Legal proceedings against IREIT and/or its subsidiaries relating to property management and
disputes over tenancies may arise from time to time. There can be no assurance that IREIT and/or
its subsidiaries will not be involved in such proceedings or that the outcome of these proceedings
will not adversely affect the financial condition, results of operation or cash flow of IREIT.
IREIT is regulated by various government authorities and regulations. If any government authority
believes that IREIT or any of its tenants are not in compliance with the regulations, it could shut
down the relevant non-compliant entity or delay the approval process, refuse to grant or renew the
relevant approvals or licences, institute legal proceedings to seize IREIT’s properties, enjoin
future action or (in the case of IREIT’s subsidiaries not being in compliance with the regulations),
assess civil and/or criminal penalties against IREIT, its officers or employees. Any such action by
the government authority would have a material adverse effect on the business, financial condition
and results of operations or cash flow of IREIT.
There may be disagreements between LCH SPV, Summit, IREIT Global Management and/or
the Sponsor.
The Manager is currently held by Summit and IREIT Global Management in the proportion 65.0%
and 35.0%, respectively. IREIT Global Management is in turn 87.5% held by the Sponsor. IREIT
Global Management and Mr Lim Chap Huat have entered into a conditional share sale and
purchase agreement dated 29 July 2014, pursuant to which IREIT Global Management has
agreed to transfer 19.0% of the total issued share capital of the Manager to LCH SPV, provided
that Mr Lim Chap Huat and/or any entity which is wholly-owned by Mr Lim Chap Huat holds at least
19.0% of the total number of issued Units immediately after the Offering. The completion of the
share sale and purchase is expected to take place on the LCH SPA Completion Date. Prior to their
joint venture in relation to the Manager, none of LCH SPV, Summit and the Sponsor had any
business relations. Disagreements may occur between LCH SPV (when LCH SPV completes the
acquisition of 19.0% of the shares in the Manager), Summit, IREIT Global Management and/or the
Sponsor regarding the business and operations of the Manager which may not be resolved
amicably and which may adversely affect the business operations of the Manager. This may in turn
have an adverse impact on the results of operations of IREIT.
IREIT may engage in interest rate hedging transactions, which can limit gains and increase
costs.
IREIT may enter into interest rate hedging transactions to protect itself from the effects of interest
rate on floating rate debt. Interest rate hedging activities may not have the desired beneficial
impact on the operations or financial condition of IREIT.
Interest rate hedging could fail to protect IREIT or adversely affect IREIT because, among others:
•

available interest rate hedging may not correspond directly with the interest rate risk for
which protection is sought;

•

the party owing money in the hedging transaction may default on its obligation to pay;

•

the credit quality of the party owing money on the hedge may be downgraded to such an
extent that it impairs IREIT’s ability to sell or assign its side of the hedging transaction; and

•

the value of the derivatives used for hedging may be adjusted from time to time in
accordance with accounting rules to reflect changes in fair value. Such changes although
unrealised, would reduce the NAV of IREIT if it is due to downward adjustments.
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Interest rate hedging involves risks and transaction costs, which may reduce overall returns.
These costs increase as the period covered by the hedging increases and during periods of rising
and volatile interest rates. These costs will also limit the amount of cash available for distributions
to Unitholders.
Possible change of investment strategies may adversely affect Unitholders’ investments in
IREIT.
The Manager may from time to time amend the investment strategies of IREIT if it determines that
such change is in the best interests of IREIT and its Unitholders without seeking Unitholders’
approval. In the event of a change of investment strategies, the Manager may, subject to the
relevant laws, regulations and rules (including the Listing Manual of the SGX-ST (the “Listing
Manual”)), alter such investment strategies upon the expiry of three years from the Listing Date,
provided that it has given not less than 30 days’ prior notice of the change to the Trustee and
Unitholders by way of an announcement on the SGX-ST. The methods of implementing IREIT’s
investment strategies may vary as new investment and financing techniques are developed or
otherwise used. Such changes may adversely affect Unitholders’ investment in IREIT.
The outbreak of an infectious disease or any other serious public health concerns in
Europe and elsewhere could adversely impact the business, financial condition and results
of operations of IREIT.
In 2005 and 2006, outbreaks of avian influenza were reported in other parts of the world including
Europe, the Middle East and Africa. Some of these outbreaks severely affected the poultry and
related industries and, in addition, several cases of bird-to-human transmission of avian influenza
were reported in various countries. Cases of the Middle East respiratory syndrome coronavirus
(MERS-CoV) has been reported in several countries, including certain countries in the Middle
East, as well as the United Kingdom and the United States.
There can be no assurance that any precautionary measures taken against infectious diseases
would be effective.
The outbreak of an infectious disease such as avian influenza or MERS-CoV in Europe and
elsewhere, together with any resulting restrictions on travel and/or imposition of quarantines,
could have a negative impact on the economy and business activities in Europe and could thereby
adversely impact the revenues and results of IREIT. These factors could materially and adversely
affect the business, financial condition and the results of operations of IREIT.
Occurrence of any acts of God, natural disasters, severe environmental pollution, war and
terrorist attacks may adversely and materially affect the business and operations of the
Properties.
Acts of God, such as natural disasters, and severe environmental pollution (including severe
smog), are beyond the control of IREIT or the Manager. These may materially and adversely affect
the economy, infrastructure and livelihood of the local population. IREIT’s business and income
available for distribution may be adversely affected should such acts of God occur. There is no
assurance that any war, terrorist attack or other hostilities in any part of the world, potential,
threatened or otherwise, will not, directly or indirectly, have an adverse effect on the operations
of the Properties and hence IREIT’s income available for distribution.
In addition, physical damage to the Properties resulting from fire, earthquakes or other acts of God
may lead to a significant disruption to the business and operation of the Properties. This may then
result in an adverse impact on the business, financial condition and results of operations of IREIT
and its capital growth.
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IREIT’s investment strategy may entail a higher level of risk as compared to other types of
unit trusts that have a more diverse range of investments.
IREIT’s investment strategy of principally investing, directly or indirectly, in a portfolio of
income-producing real estate in Europe which is used primarily for office purposes, as well as real
estate-related assets, will subject IREIT to risks inherent in concentrating in real estate. The level
of risk could be higher as compared to other types of unit trusts that have a more diverse range
of investments in other sectors.
A concentration of investments in real estate located in Europe and used primarily for office
purposes exposes IREIT to the risk of a downturn in the European office property market and in
Europe in general. Any economic slowdown in Europe could negatively affect the performance of
the European office property market. The renewal of leases in IREIT’s Properties will depend, in
part, upon the success of the tenants. Any economic downturn may cause higher levels of
non-renewals of leases or vacancies as a result of failures or defaults by tenants or the market
pressures exerted by an increase in available space for properties used for office purposes. There
can be no assurance that the tenants of IREIT’s Properties will renew their leases or that the new
lease terms will be as favourable as the existing leases. In the event that a tenant does not renew
its lease, a replacement tenant or tenants would need to be identified, which could subject to
IREIT’s Properties to periods of vacancy and/or costly refittings, during which periods IREIT could
experience reductions in rental income.
Such downturns may lead to a decline in occupancy for properties or real estate-related assets in
IREIT’s portfolio. This will affect IREIT’s rental income from the Properties, and/or lead to a
decline in the capital value of IREIT’s portfolio, which will have an adverse impact on distributions
to Unitholders and/or on the results of operations and the financial condition of IREIT.
IREIT may not be able to control or exercise any influence over entities in which it has
minority interests.
IREIT may, in the course of acquisitions, acquire minority interests in real estate-related
investment entities. There is no assurance that IREIT will be able to exercise active control over
such entities and the management of such entities may make decisions which could adversely
affect the operations of IREIT and its ability to make distributions to Unitholders.
RISKS RELATING TO EUROPE AND GERMANY
IREIT may be exposed to risks associated with exchange rate fluctuations and changes in
foreign exchange regulations.
The revenue received from the Properties is in euros. The euros have to be converted into
Singapore dollars for the distribution payments at IREIT’s level. Accordingly, IREIT is exposed to
risks associated with exchange rate fluctuations which may adversely affect IREIT’s results of
operations.
The value of euros against foreign currencies fluctuates and is affected by changes in
Participating Member States and international political and economic conditions and by many
other factors.
The value of the distributions received by a Unitholder may be adversely affected by fluctuations
in the exchange rates between euros, the Singapore dollar and any other currencies which may
be adopted from time to time. Significant fluctuations in the exchange rates between such
currencies will also, among others, affect the NAV of the Units and the foreign currency value of
the proceeds which a Unitholder would receive upon sale of the Units in Singapore. (See
“Distributions” and “Exchange Rate Information and Exchange Controls” for further details.)
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IREIT may be exposed to risks associated with changes in foreign direct investment
regulations.
German law does currently not provide for any permanent currency or administrative controls on
foreign investments. Foreign investors are subject to the same conditions as their German
counterparts in obtaining operating licenses, securing building permits and obtaining approval for
investment incentives. However, according to sec. 4 of the German Foreign Trade and Payments
Act (Außenwirtschaftsgesetz), under certain circumstances, foreign trade, payments transactions
and legal transactions can be restricted and obligations to act can be imposed by ordinance (for
example, in order to guarantee the essential security interests of the Federal Republic of Germany
or to prevent a substantial disturbance to the foreign relations of the Federal Republic of
Germany). Should such a restriction be imposed in relation to Singapore, the transfer of payments
such as dividends and interest from inter-company loans to IREIT could be impeded.
Furthermore, according to Article 86 of the Introductory Act to the Civil Code (Einführungsgesetz
zum BGB) the government of the Federal Republic of Germany is entitled to restrict the acquisition
of rights by foreigners or foreign legal entities by way of an approval requirement, if German and
domestic legal entities are limited in the relevant State in the acquisition of rights and foreign
policy reasons require such restriction. This does not apply to foreigners or foreign entities from
member states of the European Union. However, it is not clear in German law literature whether
this exception applies to foreign entities from member states of the European Union which are
held by non-European Union entities. Should such approval requirements be imposed, while it
would not affect transactions that have already been completed at the time of the instruction of
such requirement, this may adversely affect the ability of IREIT to make future acquisitions in
Germany.
Furthermore, restriction of capital movements (e.g. incoming rents) as a result of an embargo
relating to certain areas, entities or persons may apply as a result of applicable resolutions
adopted by the United Nations and the European Union.
There is no assurance that the government of the Federal Republic of Germany will not introduce
additional measures to restrict foreign direct investment in Germany, or that the United Nations
and the European Union will not adopt resolutions which have a similar effect. The introduction of
such new measures may materially and adversely affect IREIT’s business, financial condition and
results of operations.
IREIT’s properties or any part of them may be acquired compulsorily.
Article 14 of the German constitution (Grundgesetz) permits the compulsory acquisition of
property by the government of the Federal Republic of Germany. The expropriation of real estate
must be in accordance with purposes fixed by law, and appropriate compensation must be made.
Expropriation is allowed in accordance with different laws for different public purposes (for
example, infrastructure measures for new national roads, high speed railway lines, airports,
energy routes or atomic power stations, nature and landscape protection, monument protection,
protection of water resources or flood prevention). The market value of a property (or part thereof)
which is acquired by the German government may be less than the price which IREIT paid for the
property.
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RISKS RELATING TO INVESTING IN REAL ESTATE
There are general risks attached to investments in real estate.
Investments in real estate and therefore the income generated from the Properties are subject to
various risks, including but not limited to:
•

adverse changes in political or economic conditions;

•

adverse local market conditions (such as over-supply of properties or reduction in demand
for properties in the market in which IREIT operates);

•

the financial condition of tenants;

•

the availability of financing such as changes in availability of debt or equity financing, which
may result in an inability by IREIT to finance future acquisitions on favourable terms or at all;

•

changes in interest rates and other operating expenses;

•

changes in environmental laws and regulations, zoning laws and other governmental laws,
regulations and rules and fiscal policies (including tax laws and regulations);

•

environmental claims in respect of real estate;

•

changes in market rents;

•

changes in energy prices;

•

changes in the relative popularity of property types and locations leading to an oversupply of
space or a reduction in tenant demand for a particular type of property in a given market;

•

competition among property owners for tenants which may lead to vacancies or an inability
to rent space on favourable terms;

•

inability to renew leases or re-let space as existing leases expire;

•

inability to collect rents from tenants on a timely basis or at all due to bankruptcy or
insolvency of the tenants or otherwise;

•

insufficiency of insurance coverage or increases in insurance premiums;

•

changes in the rate of inflation and consumer price indices;

•

inability of the property managers to provide or procure the provision of adequate
maintenance and other services;

•

defects affecting the Properties which need to be rectified, or other required repair and
maintenance of the Properties, leading to unforeseen capital expenditure;

•

the relative illiquidity of real estate investments;

•

considerable dependence on cash flow for the maintenance of, and improvements to, the
Properties;

•

increased operating costs, including real estate taxes;
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•

any defects or illegal structures that were not uncovered by physical inspection or due
diligence review;

•

management style and strategy of the Manager;

•

the attractiveness of IREIT’s properties to tenants;

•

the cost of regulatory compliance;

•

ability to rent out properties on favourable terms; and

•

power supply failure, acts of God, wars, terrorist attacks, uninsurable losses and other
factors.

Many of these factors may cause fluctuations in occupancy rates, rental or room rates or operating
expenses, causing a negative effect on the value of real estate and income derived from real
estate. The annual valuation of the Properties will reflect such factors and as a result may
fluctuate upwards or downwards. The capital value of IREIT’s real estate assets may be
significantly diminished in the event of a sudden downturn in real estate market prices or the
economy in Europe, which may adversely affect the financial condition of IREIT.
IREIT may be adversely affected by the illiquidity of real estate investments.
IREIT’s investment strategy involves a higher level of risk, as compared to a portfolio which has
a more diverse range of investments. Real estate investments are relatively illiquid and such
illiquidity may affect IREIT’s ability to vary its investment portfolio or liquidate part of its assets in
response to changes in economic, property market or other conditions. IREIT may be unable to
sell its assets on short notice or may be forced to give a substantial reduction in the price that may
otherwise be sought for such assets in order to ensure a quick sale. IREIT may face difficulties in
securing timely and commercially favourable financing in asset-based lending transactions
secured by real estate due to the illiquid nature of real estate assets. These factors could have an
adverse effect on IREIT’s financial condition and results of operations, with a consequential
adverse effect on IREIT’s ability to deliver expected distributions to Unitholders.
IREIT’s ability to make distributions to Unitholders may be adversely affected by increases
in direct expenses and other operating expenses.
IREIT’s ability to make distributions to Unitholders could be adversely affected if direct expenses
and other operating expenses increase (save for such expenses for which IREIT is not responsible
pursuant to the lease agreements) without a corresponding increase in revenue.
Factors which could lead to an increase in expenses include, but are not limited to, the following:
•

increase in property tax assessments and other statutory charges;

•

change in statutory laws, regulations or government policies which increase the cost of
compliance with such laws, regulations or policies;

•

change in direct or indirect tax policies, laws or regulations;

•

increase in sub-contracted service costs;

•

increase in labour costs;

•

increase in repair and maintenance costs;
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•

increase in the rate of inflation;

•

defects affecting, or environmental pollution in connection with, IREIT’s properties which
need to be rectified;

•

increase in insurance premium; and

•

increase in cost of utilities.

The rate of increase in rentals (if any) of the Properties may be less than the inflation rate.
The rate of increase in rentals (if any) of the Properties may be less than the inflation rate and
therefore an investment in IREIT may not provide an effective hedge against inflation.
RISKS RELATING TO AN INVESTMENT IN THE UNITS
Sale or possible sale of a substantial number of Units by Summit SPV, Mr Tong Jinquan or
Mr Lim Chap Huat (following the lapse of any applicable lock-up arrangements) in the
public market could adversely affect the price of the Units, and Summit SPV and Mr Tong
Jinquan will be drawing down loans to partly finance the acquisition of the Summit Units
which are secured as part of such loans and the Summit Lenders have the discretion to
decide which security to enforce.
Following the Offering, IREIT will have 419,337,000 issued Units, of which 251,603,000 Units will
be held by Summit SPV and Mr Tong Jinquan assuming the Over-Allotment Option is not
exercised. Mr Lim Chap Huat has entered into an agreement to subscribe for 79,675,000 Units
(the “LCH Units”) in the Offering and will hold 19.0% of the total number of Units in issue
immediately after the Offering. If any of Summit SPV, Mr Tong Jinquan, Mr Lim Chap Huat and/or
any of their transferees of the Units (following the lapse of the relevant respective lock-up
arrangement, or pursuant to any applicable waivers) sells or is perceived as intending to sell a
substantial amount of its Units, or if a secondary offering of the Units is undertaken in connection
with an additional listing on another securities exchange, or if Summit SPV or Mr Tong Jinquan
breaches the terms of their respective loan facilities extended by financial institutions (the
“Summit Lenders”), including DBS Bank Ltd. and ABN AMRO Bank N.V., Singapore Branch, and
the Summit Units are foreclosed and sold pursuant to the terms of such loan facilities, the market
price for the Units could be adversely affected (see “Plan of Distribution – Lock-up Arrangements”
and “Ownership of the Units” for further details). Summit SPV and Mr Tong Jinquan will be drawing
down approximately S$110.7 million in loan facilities extended by the Summit Lenders, to partially
finance their respective subscription of the Summit Units which are valued at an aggregate of
approximately S$221.4 million based on the Offering Price. The value of the Summit Units held by
Summit SPV and Mr Tong Jinquan based on the Offering Price is approximately S$176.4 million
and S$45.0 million respectively. These loan facilities extended to Summit SPV and Mr Tong
Jinquan in this regard will be secured by, a charge over the Summit Units (which are valued at an
aggregate of approximately S$221.4 million based on the Offering Price) and other listed
securities (which are valued at an aggregate amount of approximately S$26.3 million). In addition,
each of the Summit Lenders will be able to enforce the charge on the relevant portion of the
Summit Units at their discretion should there be a breach of the terms of the respective loan
facilities, except that such charge (a) cannot be enforced over any of the Summit Units during the
First Lock-up Period, and (b) can only be enforced with respect to 50.0% of the Summit Units
during the Second Lock-up Period. Notwithstanding that the security package comprises other
listed securities, the Summit Lenders will have the discretion to decide which security to enforce.
Also, such financing arrangements (including the security package) may be subject to change if
Summit SPV and Mr Tong Jinquan were to subsequently refinance or restructure the loan
facilities.
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The form of payment of the Management Fee will have an impact on the DPU.
The amount of distribution available to Unitholders is affected by the form of payment of the
Management Fee. If the Manager elects to receive the payment of the Management Fee in the
form of cash, the amount of distribution available for distribution to Unitholders will be affected.
Similarly, if the Manager elects to receive the payment of the Management Fee in the form of
Units, the distribution will be over a larger number of Units.
(See “Profit Forecast and Profit Projections – Sensitivity Analysis” for further details.)
IREIT’s ability to make distributions is dependent on the financial position of the Singapore
Financing Companies, the Singapore Holding Companies and the Dutch Holding
Companies. IREIT may not be able to make distributions to Unitholders or the level of
distributions may fall.
In order for the Trustee to make distributions from the income of the Properties, IREIT has to rely
on the receipt of dividends, interests or repayments of loans (where applicable) from the
Singapore Financing Companies, the Singapore Holding Companies and the Dutch Holding
Companies. There can be no assurance that these entities will have sufficient revenue and cash
flows in any future period to pay dividends, pay interest or make repayments of loans.
The level of revenue, distributable profits or reserves of the Singapore Financing Companies, the
Singapore Holding Companies and the Dutch Holding Companies available to pay dividends, pay
interest or make repayments of loans may be affected by a number of factors including, among
other things:
•

their respective business and financial positions;

•

the availability of distributable profits;

•

sufficiency of cash flows received by the Singapore Financing Companies, the Singapore
Holding Companies and the Dutch Holding Companies from the Properties;

•

applicable laws and regulations which may restrict the payment of dividends by the
Singapore Financing Companies, the Singapore Holding Companies and the Dutch Holding
Companies;

•

operating losses incurred by the Singapore Financing Companies, the Singapore Holding
Companies and the Dutch Holding Companies in any financial year;

•

losses arising from a revaluation of the Properties. Such losses may become realised losses
which would adversely affect the level of realised profits from which the Singapore Financing
Companies, the Singapore Holding Companies and the Dutch Holding Companies may
distribute dividends;

•

changes in accounting standards (including standards in respect of depreciation policies
relating to real estate investment properties), taxation laws and regulations, laws and
regulations in respect of foreign exchange and repatriation of funds, corporation laws and
regulations in respect of statutory reserves required to be maintained) in Singapore,
Germany and the Netherlands;

•

potential tax and/or legal liabilities through investing in the Singapore Financing Companies,
the Singapore Holding Companies and the Dutch Holding Companies; and
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•

the terms of agreements to which the Singapore Financing Companies, the Singapore
Holding Companies and the Dutch Holding Companies are, or may become, a party to.

Notwithstanding that there are, in general, currently no laws or regulations which restrict the
payment of dividends:
(i)

by the Singapore Financing Companies and the Singapore Holding Companies, save that
dividends are only payable out of profits; and

(ii)

by the Dutch Holding Companies, save that the Dutch Holding Companies’ equity must be
greater than the reserves which must be maintained pursuant to the law or each of its
respective articles of association and that the Dutch Holding Companies must be able to
continue paying its respective debts,

there can be no assurance that these entities will have sufficient revenue and cash flows in any
future period to pay dividends, pay interest or make repayments of loans. As at the Latest
Practicable Date, there is no requirement under the law or the articles of association of the Dutch
Holding Companies which requires any reserves to be maintained by the Dutch Holding
Companies.
Market and economic conditions may affect the market price and demand for the Units.
Movements in domestic and international securities markets, economic conditions, foreign
exchange rates and interest rates may affect the market price of, and demand for, the Units.
An increase in market interest rates may have an adverse impact on the market price of the Units
if the annual yield on the price paid for the Units gives investors a lower return as compared to
other investments.
The NAV per Unit may be diluted if further issues are priced below the then current NAV per
Unit.
The Trust Deed contemplates new issues of Units, the offering price for which may be above, at
or below the then current NAV per Unit. The DPU may be diluted if new Units are issued and the
use of proceeds from such issue of Units generates insufficient cash flow to cover the dilution.
Where new Units, including Units which may be issued to the Manager in payment of the
Manager’s management, acquisition and/or divestment fees, are issued at less than the NAV per
Unit, the then current NAV of each existing Unit may be diluted.
The Sponsor will not hold any interest in the Units immediately following the Offering save
for the Initial Units.
Immediately following the Offering, the Sponsor will not hold any interest in the Units save for the
Initial Units. Notwithstanding that the management fees of the Manager, which are based on
Annual Distributable Income of IREIT, are structured to align the interest of the Manager with
Unitholders, the alignment of interest of the Sponsor with Unitholders may not be as high
compared to if the Sponsor had subscribed for more Units. While the Sponsor may acquire Units
from the open market after the Offering and will indirectly hold an interest in the Units which are
paid to the Manager as management fees from time to time, there may not be a strong alignment
of interests between the Unitholders and the Sponsor and the Sponsor may not be incentivised to
provide support to IREIT, which may adversely affect its business operations.
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The laws and regulations in Singapore, the Netherlands and/or Germany and the
International Financial Reporting Standards may change.
IREIT is a REIT constituted in Singapore, the Singapore Financing Companies, the Singapore
Holding Companies are incorporated in Singapore, the Dutch Holding Companies are
incorporated in the Netherlands and the Properties are located in Germany. The laws, regulations
(including tax laws and regulations in Singapore, the Netherlands and/or Germany) and the
International Financial Reporting Standards are subject to change. New laws and regulations may
also be introduced in these jurisdictions. As a result, the financial statements of IREIT may be
affected by these changes. The extent and timing of these changes in accounting standards are
currently unknown and subject to confirmation by the relevant authorities. The Manager has not
quantified the effects of these proposed changes and there can be no assurance that these
changes will not have a significant impact on the presentation of IREIT’s financial statements or
on IREIT’s results of operations. In addition, such changes may adversely affect the ability of
IREIT to make distributions to Unitholders. There can be no assurance that any such changes to
laws, regulations and accounting standards will not materially and adversely affect the business,
financial condition and results of operations of IREIT.
IREIT may be affected by the introduction of new or revised legislation, regulations,
guidelines or directives affecting REITs.
IREIT may be affected by the introduction of new or revised legislation, regulations, guidelines or
directives affecting REITs. There is no assurance that new or revised legislation, regulations,
guidelines or directives will not adversely affect REITs in general or IREIT specifically.
Entities operating in Singapore, the Netherlands and Germany are subject to a variety of
taxes and changes in legislation or the rules relating to such tax regimes could materially
and adversely affect IREIT’s business, prospects and results of operations.
The governments of each of Singapore, the Netherlands or Germany may in the future amend the
tax legislation or rules relating to taxation with either prospective or retroactive effect and this may
affect the overall tax liabilities of the Singapore, Dutch or German entities, respectively, in the
group comprising IREIT and its subsidiaries (the “IREIT Group”) and result in significant
additional taxes becoming payable by such entities. Such additional tax exposure could have a
material adverse effect on IREIT Group’s business, financial condition, cash flows and results of
operations and consequentially may have a material adverse impact on distributions to be made
by IREIT.
IREIT may not be able to comply with the terms of the Tax Rulings, or the Tax Rulings may
be revoked or amended.
IREIT has obtained the Tax Rulings from the Inland Revenue Authority of Singapore under which
Singapore tax exemptions on certain foreign-sourced interest income and dividend income
received by the Singapore Financing Companies and the Singapore Holding Companies from the
Dutch Holding Companies on or before 31 March 2015 (unless otherwise extended by the
Singapore government) have been granted to IREIT on stipulated terms and conditions. Pursuant
to the IRAS announcement in the Section 13(12) Circular dated 30 May 2014, dividend income
received by the Singapore Holding Companies in Singapore after 31 March 2015 and interest
income received by the Singapore Financing Companies in Singapore after 31 March 2015 from
the Dutch Holding Companies should, provided the relevant conditions are met, continue to be
exempt under Section 13(12) of the SITA to the extent such dividend and interest income arise in
respect of the Properties acquired by the Dutch Holding Companies on or before 31 March 2015
and such Properties continue to be beneficially owned by the Dutch Holding Companies.
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The Tax Rulings are granted based on the facts represented to the IRAS and are subject to IREIT,
the Singapore Financing Companies and the Singapore Holding Companies satisfying the
stipulated conditions. Where the facts turn out to be different from those represented to the IRAS,
or where IREIT, the Singapore Financing Companies or the Singapore Holding Companies are
unable to comply with the stipulated conditions, the relevant tax exemption may not apply.
The Tax Rulings may also be revoked either in part or in whole or their terms may be reviewed and
amended by the IRAS at any time.
If either or both of the Tax Rulings are revoked or amended, if the Tax Rulings do not apply
because the facts based on which the Tax Rulings were granted are no longer applicable or if
IREIT is unable to comply with the stipulated conditions, IREIT’s tax liability may be affected,
which in turn could affect the amount of distributions made to Unitholders.
The Dutch Holding Companies may suffer higher German taxes if they are regarded as
having permanent establishments in Germany.
Currently, the Dutch Holding Companies are not regarded as having any permanent establishment
in Germany. If any of the Dutch Holding Companies is considered as having a permanent
establishment in Germany, income or gains may be subject to additional German taxes, which
may have a material adverse impact on IREIT’s financial condition on IREIT Group’s business,
financial condition, cash flows and results of operations and consequentially may have a material
adverse impact on distributions to be made by IREIT.
IREIT may suffer higher taxes if any of its subsidiaries are treated as having a taxable
presence or permanent establishment outside its place of incorporation and tax residency.
Currently, IREIT and its subsidiaries are not regarded as having any taxable presence or
permanent establishment outside their place of incorporation and place of tax residency except for
the Dutch Holding Companies which have a taxable presence in Germany by reason of owning
properties and deriving rental income in Germany. If any of IREIT’s subsidiaries is considered as
having a taxable presence or permanent establishment outside its place of incorporation and
place of tax residency (other than the Dutch Holding Companies which have a taxable presence
in Germany by reason of owning properties and deriving rental income in Germany), income or
gains may be subject to additional taxes, which may have a material adverse impact on IREIT
Group’s business, financial condition, cash flows and results of operations and consequentially
may have a material adverse impact on distributions to be made by IREIT. For the avoidance of
doubt, while the Dutch Holding Companies have a taxable presence in Germany by reason of
owning properties and deriving rental income in Germany, such a presence should not constitute
a permanent establishment for German tax purposes if the required conditions are satisfied. The
Manager has assessed that the Dutch Holding Companies presently meet the conditions required
to be regarded as not having a German permanent establishment. (See “Taxation – Germany Tax
Overview – Dutch Holding Companies – German Tax Implications” for further details.)
IREIT may suffer higher German taxes if interest income payable by the Dutch Holding
Companies to the Singapore Financing Companies is not considered as being at arm’s
length.
Currently, the Dutch Holding Companies are liable to pay interest to the Singapore Financing
Companies on inter-company loans. The amount of the interest payable on such loans is required
to comply with arm’s length standards. If the German tax authorities determine that the amount of
such interest exceeds the interest which would have been payable on arm’s length terms, the
excess would not be tax deductible to the Dutch Holding Companies in Germany, resulting in
additional taxes, which may have a material adverse impact on IREIT Group’s business, financial
condition, cash flows and results of operations and consequentially may have a material adverse
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impact on distributions to be made by IREIT. Based on the transfer pricing study which the
Independent Tax Adviser has carried out on the instructions of the Manager, the proposed interest
rates on the inter-company loans from the Singapore Financing Companies should comply with
arm’s length standards.
Tax benefits under the Netherlands-Singapore tax treaty may not be available.
The Singapore Holding Companies may only claim the benefits of the Netherlands-Singapore tax
treaty for dividend income that is taxable in the Netherlands if they satisfy certain conditions
prescribed in the Netherlands-Singapore tax treaty. The Manager has obtained advice from the
Independent Tax Adviser on the conditions for claiming tax benefits under the NetherlandsSingapore tax treaty and has assessed that such conditions will be satisfied. However, if the
required conditions are not satisfied, dividend income payable by the Dutch Holding Companies
to the Singapore Holding Companies would be subject to additional taxes, which may have a
material adverse impact on IREIT Group’s business, financial condition, cash flows and results of
operations and consequentially may have a material adverse impact on distributions to be made
by IREIT.
Foreign Unitholders may not be permitted to participate in future rights issues or
entitlements offerings by IREIT.
The Trust Deed provides that the Manager may, in its absolute discretion, elect not to extend an
offer of Units under a rights issue to those Unitholders whose addresses, as registered with CDP,
are outside Singapore. The rights or entitlements to the Units to which such Unitholders would
have been entitled will be offered for sale and sold in such manner, at such price and on such other
terms and conditions as the Manager may determine, subject to such other terms and conditions
as the Trustee may impose. The proceeds of any such sale will be paid to the Unitholders whose
rights or entitlements have been so sold, provided that where such proceeds payable to the
relevant Unitholders are less than S$10.00, the Manager is entitled to retain such proceeds as
part of the Deposited Property. The holding of the relevant holder of the Units may be diluted as
a result of such sale.
The actual performance of IREIT and the Properties could differ materially from the
forward-looking statements in this Prospectus.
This Prospectus contains forward-looking statements regarding, among others, forecast and
projected distribution levels for the period from Forecast Period 2014 to Projection Year 2016.
These forward-looking statements are based on a number of assumptions which are subject to
uncertainties and contingencies that are outside of the Manager’s control (see “Profit Forecast
and Profit Projections – Assumptions” for further details).
IREIT’s revenue is dependent on a number of factors, including the receipt of rent from the
Properties. This may adversely affect IREIT’s ability to achieve the forecast and projected
distributions as events and circumstances assumed may not occur as expected, or events and
circumstances may arise which are not anticipated.
No assurance is given that the assumptions will be realised and the actual distributions will be as
forecast and projected.
Property yield on real estate to be held by IREIT is not equivalent to distribution yield on
the Units.
Generally, property yield depends on net property income and is calculated as the amount of
revenue generated by the properties, less the expenses incurred in maintaining, operating,
managing and leasing the properties compared against the current value of the properties.
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Distribution yield on the Units, however, depends on the distributions payable on the Units, after
taking into account other expenses including (i) taxes, (ii) interest cost for the debt facilities, (iii)
REIT management fees and trustee’s fees and (iv) other operating costs including administrative
fees of IREIT, as compared with the purchase price of the Units.
Pro forma historical financial statements in relation to the Properties are not available.
The Manager is unable to prepare pro forma statements of total return and cash flow statements
to show the pro forma historical financial performance of IREIT. (See “Unaudited Pro Forma
Consolidated Balance Sheet as at the Listing Date” for further details.)
There are therefore no pro forma financial statements by which the past performance of any or all
of the Properties may be judged. This will make it more difficult for investors to assess IREIT’s
likely future performance. There is no assurance that the Properties will be able to generate
sufficient revenue for IREIT to make distributions to Unitholders or that such distributions will be
in line with those set out in “Profit Forecast and Profit Projections”.
The Manager is not obliged to redeem Units.
Unitholders have no right to request that the Manager redeem their Units while the Units are listed
on the SGX-ST. Unitholders may only deal in their listed Units through trading on the SGX-ST.
Accordingly, apart from selling their Units through trading on the SGX-ST, Unitholders may not be
able to realise their investments in Units.
If the Units are de-listed from the SGX-ST and are unlisted on any other recognised stock
exchange, the Manager may, but is not obliged to, repurchase or cause the redemption of Units
more than once a year in accordance with the Property Funds Appendix and a Unitholder has no
right to request the repurchase or redemption of Units more than once a year.
The Units have never been publicly traded and the listing of the Units on the Main Board of
the SGX-ST may not result in an active or liquid market for the Units.
There is no public market for the Units prior to the Offering and an active public market for the
Units may not develop or be sustained after the Offering. The Manager has received a letter of
eligibility from the SGX-ST to have the Units listed and quoted on the Main Board of the SGX-ST.
However, listing and quotation does not guarantee that a trading market for the Units will develop
or, if a market does develop, the liquidity of that market for the Units. Prospective Unitholders must
be prepared to hold their Units for an indefinite length of time.
There is no assurance that the Units will remain listed on the SGX-ST.
Although it is intended that the Units will remain listed on the SGX-ST, there is no guarantee of
the continued listing of the Units. Among other factors, IREIT may not continue to satisfy the listing
requirements. Accordingly, Unitholders will not be able to sell their Units through trading on the
SGX-ST if the Units are no longer listed on the SGX-ST.
Certain provisions of the Singapore Code on Take-overs and Mergers (the “Take-over
Code”) could have the effect of discouraging, delaying or preventing a merger or
acquisition which could adversely affect the market price of the Units.
Under the Take-over Code, an entity is required to make a mandatory offer for all the Units not
already held by it and/or parties acting in concert with it (as defined by the Take-over Code) in the
event that an increase in the aggregate unitholdings of it and/or parties acting in concert with it
results in the aggregate unitholdings crossing certain specified thresholds.
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While the Take-over Code seeks to ensure an equality of treatment among Unitholders, its
provisions could substantially impede the ability of Unitholders to benefit from a change in control
and, as a result, may adversely affect the market price of the Units and the ability to realise any
potential change of control premium.
The price of the Units may decline after the Offering.
The Offering Price of the Units is determined by agreement between the Manager and the Joint
Bookrunners. The Offering Price may not be indicative of the market price for the Units upon
completion of the Offering. The trading price of the Units will depend on many factors, including,
but not limited to:
•

the perceived prospects of IREIT’s business and investments and the market for properties
used for office purposes or real estate-related assets;

•

differences between IREIT’s actual financial and operating results and those expected by
investors and analysts;

•

changes in analysts’ recommendations or projections;

•

changes in general economic or market conditions;

•

the market value of IREIT’s assets;

•

the perceived attractiveness of the Units against those of other equity or debt securities,
including those not in the real estate sector;

•

the balance of buyers and sellers of the Units;

•

the size and liquidity of the Singapore REIT market from time to time;

•

any changes from time to time to the regulatory system, including the tax system, both
generally and specifically in relation to Singapore REITs;

•

the ability on the Manager’s part to implement successfully its investment and growth
strategies;

•

foreign exchange rates; and

•

broad market fluctuations, including increases in interest rates and weakness of the equity
and debt markets.

Units may trade at prices that are higher or lower than the NAV per Unit. To the extent that IREIT
retains operating cash flow for investment purposes, working capital reserves or other purposes,
these retained funds, while increasing the value of IREIT’s underlying assets, may not
correspondingly increase the market price of the Units. Any failure to meet market expectations
with regards to future earnings and cash distributions may adversely affect the market price for the
Units.
Where new Units are issued at less than the market price of Units, the value of an investment in
Units may be affected. In addition, Unitholders who do not, or are not able to, participate in the
new issuance of Units may experience a dilution of their interest in IREIT.
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The Units are not capital-safe products. There is no guarantee that Unitholders can regain the
amount invested. If IREIT is terminated or liquidated, investors may lose a part or all of their
investment in the Units.
Third parties may be unable to recover in claims brought against the Manager as the
Manager is not an entity with significant assets.
Third parties, in particular, Unitholders, may in future have claims against the Manager in
connection with the carrying on of its duties as manager of IREIT (including in relation to the
Offering and this Prospectus).
Under the terms of the Trust Deed, the Manager is indemnified from the Deposited Property
against any actions, costs, claims, damages, expenses or demands to which it may be put as the
manager of IREIT unless occasioned by the fraud, gross negligence, wilful default or breach of the
Trust Deed by the Manager. In the event of any such fraud, gross negligence, wilful default or
breach, only the assets of the Manager itself and not the Deposited Property would be available
to satisfy a claim.
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USE OF PROCEEDS
ISSUE PROCEEDS
The Manager intends to raise gross proceeds of S$369.0 million from the Offering and the
issuance of the Summit Units.
The Manager also intends to draw down an amount of C96.6 million (S$162.6 million) from the
Facility immediately prior to the Listing Date.
The total cash proceeds raised from the Offering, and the issuance of the Summit Units, as well
as the amount drawn down from the Facility will be used towards the following:
•

payment to the Vendors (as defined herein) for the purchase price payable in relation to the
acquisition of the Properties (2);

•

payment of transaction costs incurred in relation to the Offering and the Facility; and

•

working capital.

The following table, included for the purpose of illustration, sets out the intended sources and
applications of the total proceeds from the Offering and the issuance of the Summit Units, as well
as the amount drawn down from the Facility.
Based on the Offering Price, assuming that the Over-Allotment Option is fully exercised:
Sources

(S$’000)

Applications

Offering

147,605

Acquisition of the
Properties (2)

Summit Units

221,410

Transaction costs (3)

Facility

162,626

Working capital

Total

531,641

Total

(S$’000) (1)
476,627
51,908
3,106
531,641

Notes:
(1)

Based on assumed exchange rate of S$1.6836 : C1.00.

(2)

The proceeds from the Offering allocated to the acquisition of the Properties will be used to repay the lenders who
had pre-funded the acquisition of the Properties. Due to the mechanisms for the settlement of the acquisition, the
purchase consideration for such acquisition would need to be released a few days prior to the settlement for the
Vendors to be able to receive the purchase consideration on the date of completion of the acquisition.

(3)

Transaction costs include expenses incurred in relation to the acquisition of the Properties, the Offering and the
Facility, where applicable. Transaction costs for the acquisition of the Properties include the real estate transfer tax
(see “Taxation” and Appendix D, “Independent Taxation Report” for further details). Transaction costs also include
a brokerage fee of approximately C1.7 million in connection with the acquisition of the Initial Portfolio payable to
LEOFF Holding GmbH, which is an affiliated company of the Property Manager.

The Manager will make periodic announcements on the utilisation of the net proceeds from the
Offering and the issuance of the Summit Units via SGXNET as and when such funds are materially
utilised. The actual use of such proceeds will be disclosed in the annual report of IREIT.
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LIQUIDITY
As at the Listing Date, IREIT is expected to have an available cash balance of approximately
S$2.0 million based on the Offering Price. The Manager believes that this cash balance, together
with the cash flows expected to be generated from operations after the Listing Date, will be
sufficient for IREIT’s working capital requirements over the next 12 months following the Listing
Date.

69

OWNERSHIP OF THE UNITS
EXISTING UNITS
On 1 November 2013, upon the constitution of IREIT, one Unit was issued to Mr Itzhak Sella. On
1 August 2014, 999 Units were issued to Mr Itzhak Sella. The issue price of the Initial Units was
S$1.00 per Unit. No other Units have been issued.
PRINCIPAL UNITHOLDERS OF IREIT AND THEIR UNITHOLDINGS
The total number of Units in issue immediately after completion of the Offering will be 419,337,000
Units.
The following table sets out the principal Unitholders of IREIT and their unitholdings immediately
upon completion of the Offering and the issuance of the Summit Units:
Units in issue
immediately
before the
issue of the
Offering
Units

Units in issue after the
Offering (assuming that
the Over-Allotment
Option is not exercised)
(’000)

(’000)

(%)

Mr Itzhak Sella

1

100.0

1(1)

− (1)

1 (1)

− (1)

Mr Tong Jinquan and Summit SPV

–

–

251,603(2)

60.0 (2)

240,243 (2)

57.3 (2)

Public and institutional investors

–

–

88,058 (3)

21.0 (3)

99,418 (3)

23.7 (3)

Mr Lim Chap Huat

–

–

79,675 (4)

19.0 (4)

79,675 (4)

19.0 (4)

TOTAL

1

100.0

419,337

(%)

Units in issue after the
Offering (assuming that
the Over-Allotment
Option is exercised
in full)

100.0

(’000)

419,337

(%)

100.0

Notes:
(1)

Mr Itzhak Sella will continue to hold the Initial Units after the Offering.

(2)

Each of Mr Tong Jinquan and Summit SPV has entered into the respective Summit Subscription Agreement to
subscribe for 51,137,000 Units and 200,466,000 Units respectively at the Offering Price, conditional upon the
Underwriting Agreement having been entered into, and not having been terminated pursuant to its terms on or prior
to the Settlement Date. Mr Tong Jinquan indirectly wholly owns Summit SPV and is deemed to have an interest in
the Units held by Summit SPV. Summit SPV will loan 11,360,000 Units to the Joint Bookrunners to cover the
over-allotment of Units (if any). Any Units which are not purchased pursuant to the exercise of the Over-Allotment
Option will be redelivered to Summit SPV.

(3)

Does not include the Units which will be held by Mr Lim Chap Huat immediately after the Offering.

(4)

Mr Lim Chap Huat has entered into an agreement to subscribe for the LCH Units in the Offering and will hold 19.0%
of the total number of Units in issue immediately after the Offering. Mr Lim Chap Huat is the owner of Soilbuild Group
Holdings Ltd. These Units form part of the Placement Tranche.

LOCK-UPS
Each of Summit SPV, Mr Tong Jinquan and Mr Lim Chap Huat has agreed to (i) a lock-up
arrangement during the First Lock-up Period in respect of its respective effective interest in the
Lock-up Units, and (ii) a lock-up arrangement during the Second Lock-up Period in respect of its
respective effective interest in 50.0% of the relevant Lock-up Units, subject to certain exceptions.
The Manager has also undertaken not to offer, issue, contract to issue any Units, or make any
announcements in connection with any of the foregoing transactions, during the First Lock-up
Period, subject to certain exceptions.
(See “Plan of Distribution – Lock-up Arrangements” for further details.)
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SUBSCRIPTION BY SUMMIT SPV AND MR TONG JINQUAN
Concurrently with, but separate from the Offering, each of Summit SPV and Mr Tong Jinquan has
entered into the respective Summit Subscription Agreement to subscribe for an aggregate of
251,603,000 Units at the Offering Price, conditional upon the Underwriting Agreement having
been entered into, and not having been terminated, pursuant to its terms on or prior to the
Settlement Date.
Information on Summit SPV and Mr Tong Jinquan
Summit SPV is a wholly-owned subsidiary of Shanghai Summit Pte. Ltd., a Singaporeincorporated investment holding company which is wholly-owned by Mr Tong Jinquan, the founder
of Summit Group. Mr Tong has over 20 years of experience in property investment, property
development and property management and he founded the Summit Group in 1994. Summit
Group’s areas of business encompass industrial investment, investment management, trading,
property development, hotel management, property management, business consultancy,
convention and exhibition services, goods export and technology import, software services and
maintenance of office equipment. Summit Group holds and operates a total of 943,800 sq m of
commercial properties in Shanghai. These include two five-star and four four-star hotels, with a
total of 4,500 hotel rooms, including Rayfront Hotel and Apartment, Longement Hotel and Rayfront
Hotel – Nanpu, six serviced apartments, four office buildings and one shopping mall, Cloud Nine
Shopping Mall. Summit Group also owns a total of 7.15 million sq m of properties outside
Shanghai, comprising one project of approximately 4 million sq m in Shenyang, four projects of
approximately 1 million sq m in Chengdu and one project of approximately 600,000 sq m in
Anshan City. The total assets of the Summit Group as at 31 December 2013 amounted to
RMB64.9 billion.
Summit SPV and Mr Tong Jinquan will be drawing down approximately S$110.7 million in loan
facilities extended by the Summit Lenders, to partially finance their respective subscription of the
Summit Units which are valued at an aggregate of approximately S$221.4 million based on the
Offering Price. The value of the Summit Units held by Summit SPV and Mr Tong Jinquan based
on the Offering Price is approximately S$176.4 million and S$45.0 million respectively. These loan
facilities extended to Summit SPV and Mr Tong Jinquan in this regard will be secured by, a charge
over the Summit Units (which are valued at an aggregate of approximately S$221.4 million based
on the Offering Price) and other listed securities (which are valued at an aggregate amount of
approximately S$26.3 million). In addition, each of the Summit Lenders will be able to enforce the
charge on the relevant portion of the Summit Units at their discretion should there be a breach of
the terms of the respective loan facilities, except that such charge (a) cannot be enforced over any
of the Summit Units during the First Lock-up Period, and (b) can only be enforced with respect to
50.0% of the Summit Units during the Second Lock-up Period. Notwithstanding that the security
package comprises other listed securities, the Summit Lenders will have the discretion to decide
which security to enforce. Also, such financing arrangements (including the security package) may
be subject to change if Summit SPV and Mr Tong Jinquan were to subsequently refinance or
restructure the loan facilities.
SUBSCRIPTION BY THE DIRECTORS
The directors of the Manager (the “Directors”, and each a “Director”) may subscribe for Units
under the Public Offer and/or the Placement Tranche. Each of Mr Tong Jinquan and Summit SPV
has entered into the respective Summit Subscription Agreement to subscribe for 51,137,000 Units
and 200,466,000 Units respectively at the Offering Price, conditional upon the Underwriting
Agreement having been entered into, and not having been terminated pursuant to its terms on or
prior to the Settlement Date. Mr Tong Jinquan indirectly wholly owns Summit SPV and is deemed
to have an interest in the Units held by Summit SPV. Save for the Manager’s internal policy which
prohibits the directors of the Manager from dealing in the Units at certain times, there is no
restriction on the directors of the Manager disposing of or transferring all or any part of their
unitholdings. (See “The Manager and Corporate Governance – Corporate Governance of the
Manager – Dealings in Units” for further details.)
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DISTRIBUTIONS
DISTRIBUTION POLICY
IREIT’s distribution policy is to distribute 100.0% of IREIT’s Annual Distributable Income for the
period from the Listing Date to the end of Projection Year 2016. Thereafter, IREIT will distribute
at least 90.0% of its Annual Distributable Income for each financial year. The actual level of
distribution will be determined at the Manager’s discretion. The actual proportion of Annual
Distributable Income distributed to Unitholders beyond the end of Projection Year 2016 may be
greater than 90.0% to the extent that the Manager believes it to be appropriate, having regard to
IREIT’s funding requirements, other capital management considerations and the overall stability
of distributions.
For these purposes, and under the terms of the Trust Deed, the “Annual Distributable Income”
for a financial year is the amount calculated by the Manager (based on the audited financial
statements of the Trust for that financial year) as representing the consolidated audited net profit
after tax of the Trust (which includes the net profits of the SPVs held by the Trust for the financial
year, to be pro-rated where applicable to the portion of the Trust’s interest in the relevant SPV) for
the financial year, as adjusted to eliminate the effects of Adjustments (as defined below). After
eliminating the effects of these Adjustments, the Annual Distributable Income may be different
from the net profit recorded for the relevant Financial Year.
“Adjustments” means adjustments which are charged or credited to the consolidated profit and
loss account of IREIT for the relevant financial year or the relevant distribution period (as the case
may be), including (i) unrealised income or loss, including property revaluation gains or losses,
and provision or reversals of impairment provisions, (ii) deferred tax charges/credits, (iii) negative
goodwill, (iv) differences between cash and accounting finance costs, (v) realised gains or losses
on the disposal of properties and disposal/settlement of financial instruments, (vi) the portion of
the Management Fee that is paid or payable in the form of Units, (vii) costs of any public or other
offering of Units or convertible instruments that are expensed but are funded by proceeds from the
issuance of such Units or convertible instruments, (viii) depreciation and amortisation in respect
of the Properties and their ancillary machines, equipment and other fixed assets, (ix) adjustment
for amortisation of rental incentives, and (x) other charges or credits (as deemed appropriate by
the Manager).
The Manager also has the discretion to distribute any additional amounts (including capital). In
determining whether to distribute additional amounts (including capital), the Manager will consider
a range of factors including but not limited to IREIT’s funding requirements, its financial position,
its growth strategy, compliance with relevant laws, regulations and covenant, other capital
management considerations, the overall suitability of distributions and prevailing industry
practice.
FREQUENCY OF DISTRIBUTIONS
After IREIT is admitted to the Main Board of the SGX-ST, it will make distributions to Unitholders
on a semi-annual basis, with the amount calculated as at 30 June and 31 December each year for
the six-month period ending on each of the said dates. IREIT’s First Distribution will be for the
period from the Listing Date to 31 December 2014 and will be paid by the Manager on or before
31 March 2015. Subsequent distributions will take place on a semi-annual basis. The Manager will
endeavour to pay distributions no later than 90 days after the end of each distribution period.
IREIT’s primary sources of liquidity for the funding of distributions, servicing of debt, payment of
non-property expenses and other recurring capital expenditure will be the receipts of rental
income and borrowings.
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Each of the Dutch Holding Companies will distribute cash up to its respective Singapore Financing
Companies and Singapore Holding Companies as follows:
•

primarily, through interest payments on inter-company loans between the Singapore
Financing Companies and the Dutch Holding Companies;

•

second, if there is any net income remaining at the Dutch Holding Companies level, through
dividends from the Dutch Holding Companies to the Singapore Holding Companies; and

•

in the event of an insufficiency in profits available for distribution as dividends, through a
repayment of inter-company loan principal.

Under the Property Funds Appendix, if the Manager declares a distribution that is in excess of
profits, the Manager should certify, in consultation with the Trustee, that it is satisfied on
reasonable grounds that, immediately after making the distribution, IREIT will be able to fulfil, from
the Deposited Property, the liabilities of IREIT as they fall due. The certification by the Manager
should include a description of the distribution policy and the measures and assumptions for
deriving the amount available to be distributed from the Deposited Property. The certification
should be made at the time the distribution is declared.
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EXCHANGE RATE INFORMATION
The tables below set forth, for the period from 2009 to the Latest Practicable Date, information
concerning the exchange rates between EUR and Singapore dollars (in Singapore dollar per
EUR). The exchange rates were based on the average between the bid and offer rates of the
currency as obtained from Bloomberg L.P. (1). No representation is made that the EUR amounts
actually represent such Singapore dollar amounts or could have been or could be converted into
Singapore dollars at the rates indicated, at any other rate, or at all. The exchange rates set out
below are historical rates for illustrative purposes only and no representation is made regarding
any trends in exchange rates.

Average

EUR/Singapore dollar (1)
High

Low

2009

2.02

2.09

1.92

2010

1.81

2.02

1.69

2011

1.75

1.83

1.67

2012

1.61

1.69

1.52

2013

1.66

1.75

1.59

September 2013

1.69

1.70

1.68

October 2013

1.70

1.71

1.68

November 2013

1.68

1.71

1.67

December 2013

1.73

1.75

1.70

January 2014

1.73

1.75

1.72

February 2014

1.73

1.75

1.72

March 2014

1.75

1.76

1.73

April 2014

1.73

1.74

1.73

May 2014

1.72

1.74

1.71

June 2014

1.70

1.71

1.69

1.69

1.70

1.68

Period ended

July 2014

(2)

Notes:
(1)

Source: Bloomberg L.P. Bloomberg L.P. has not provided its consent, for the purposes of Section 249 of the SFA
(read with Section 302(1) of the SFA), to the inclusion of the information extracted from the relevant report published
by it and therefore is not liable for such information under Sections 253 and 254 of the SFA (read with Section 302(1)
of the SFA). While the Manager has taken reasonable action to ensure that the information from the relevant report
published by Bloomberg L.P. is reproduced in its proper form and context, and that the information is extracted
accurately and fairly, neither the Manager nor any other party has conducted an independent review of the
information contained in such report or verified the accuracy of the contents of the relevant information.

(2)

Up to the Latest Practicable Date.

EXCHANGE CONTROLS
Currently, no exchange control restrictions exist in Germany and the Netherlands. The euro has
been, and in general is, freely convertible.

74

CAPITALISATION AND INDEBTEDNESS
The following table sets forth the pro forma capitalisation of IREIT as at the Listing Date and after
application of the total proceeds from the Offering, the Summit Units and Units in issue prior to the
Offering. The information in the table below should be read in conjunction with “Use of Proceeds”.
S$’000
Borrowings

162,626 (1)

Units in issue

369,016

Total Capitalisation

531,642

Note:
(1)

Based on the Facility size of C96.6 million.

INDEBTEDNESS
Upon listing, IREIT will have fully drawn down on the Facility, comprising a C96.6 million
(S$162.6 million) term loan facility obtained from DekaBank Deutsche Girozentrale (the
“Lender”). DekaBank is the securities service provider for the German Savings Banks Finance
Group, one of the largest banking groups in the world. The Deka Group comprises DekaBank and
its subsidiaries. With assets under management totalling approximately C170 billion as at 31
December 2013 and around four million managed securities accounts, the Deka Group provides
access for private and institutional investors to a wide range of investment products and services,
and ranks among Germany’s major securities service providers. As at 31 December 2013, it has
over 3,500 active employees with long term credit ratings by Standard & Poor’s and Moody’s of
A and A1 respectively, with a stable outlook.
The facility agreement in respect of the Facility has a number of financial covenants including:
•

the ratio of net operating income to debt shall not be less than 11.0%; and

•

the interest coverage ratio shall not be less than 185.0%.

The Facility will be secured by, amongst others:
•

a first ranking land charge over the Properties;

•

an assignment over rents and claims under inter-company loans and insurance claims; and

•

a pledge over the shares in the Dutch Holding Companies.

It should be noted that pursuant to the Facility, the Properties will be subject to a negative pledge.
Under the negative pledge, no security may be created or permitted to subsist over any of the
Properties except in certain situations set out in the facility agreement relating to the Facility.
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It should be noted that the Facility also contains the following change of control events which may
constitute events of default under the Facility and may result in, inter alia, mandatory prepayment:
(i)

the Trustee ceases to own directly or indirectly 100% of the total economic interest 1 of a
Singapore Holding Company or a Singapore Financing Company;

(ii)

the Manager ceases to control 2 directly or indirectly each of the Dutch Holding Companies;
or

(iii) Mr Tong Jinquan ceases to own directly or indirectly at least 50% of the total economic
interest of the Manager.
For the purposes of Rule 728 of the Listing Manual, Mr Tong Jinquan has provided an undertaking
to the Manager and the Trustee that, for so long as Mr Tong Jinquan is a controlling shareholder
of the Manager, he will notify the Manager and the Trustee as soon as he becomes aware of the
details of:
(i)

any share pledging arrangement (or other arrangements having similar legal or economic
effect) relating to all or any of the shareholding interests in the Manager held directly or
indirectly by Mr Tong; and

(ii)

any event which may result in a breach of the terms of the Facilities.

As at the Listing Date, IREIT is expected to have gross borrowings of C96.6 million
(S$162.6 million) with an Aggregate Leverage of 33.2%.

1

2

For the purposes of the Facility, “total economic interest” means the aggregate amount of:
(i)

the issued share capital of the Singapore Holding Companies, the Singapore Financing Companies and/or the
Manager, as the case may be;

(ii)

the capital reserves of the Singapore Holding Companies, the Singapore Financing Companies and/or the
Manager, as the case may be; and

(iii)

all claims under shareholder loans granted to the Singapore Holding Companies, the Singapore Financing
Companies and/or the Manager, as the case may be.

For the purposes of the Facility, “control” means the power (whether by way of ownership or shares, proxy, contract,
agency or otherwise) to:
(i)

cast, or control the casting of 100 per cent of the maximum number of votes that might be cast at a respective
general meeting; or

(ii)

appoint or remove all, or the majority, of the directors or other equivalent officers of the Dutch Holding
Companies; or

(iii)

give directions with respect to the operating and financial policies of the Dutch Holding Companies with which
the managing directors or other equivalent officers of the Dutch Holding Companies are obliged to comply.
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UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET
AS AT THE LISTING DATE
The Manager is unable to prepare pro forma statements of total return, cash flow statements and
balance sheets for the latest three financial years of IREIT to show the pro forma historical
financial performance of IREIT as:
•

While TC Bonn Objektgesellschaft mbH & Co. KG (the “Bonn Campus Vendor”),
TC Darmstadt Objektgesellschaft mbH & Co. KG (the “Darmstadt Campus Vendor”),
TC Münster Nord Objektgesellschaft mbH & Co. KG (the “Münster North Campus Vendor”),
TC Münster Süd Objektgesellschaft mbH & Co. KG (the “Münster South Campus Vendor”)
and the Concor Park Vendor (collectively, the “Vendors”) have given the Manager certain
representations and warranties in respect of the accounting records as part of the due
diligence process for the acquisition of the Properties, such representations and warranties
are insufficient for the Manager to rely on to prepare the historical pro forma financial
information for purposes of presentation in the Prospectus. Given that the Vendors are
independent third parties selling their properties, rather than sponsor-related entities which
are injecting assets into a REIT, they are not willing to provide the Manager with written
representations on, inter alia, their responsibility for the preparation of the historical financial
statements upon which the historical pro forma financial information is based. Furthermore,
the Vendors are also under no obligation to verify and back-up any historical pro forma
financial information that is prepared in connection with the IPO. Accordingly, the Manager
is unable to prepare such historical pro forma financial information;

•

As the Properties will be acquired on, or just prior to, the Listing Date, the historical
information for the Properties would in any event not be relevant, as these properties were
held by unrelated parties under different structures from those which would be put in place
after acquisition. The historical pro forma financial information would be based on the use
and operations of the Properties as executed by the Vendors in their current state and would
not provide a meaningful basis of what the pro-forma financial situation might have been
under the structure of IREIT; and

•

The ownership structure of the Properties and capital structure of their holding entities would
have changed substantially with the sale of the Properties by the Vendors to IREIT. The
capital expenditure and operating and financing expenses to be incurred by IREIT may differ
substantially from those incurred by the Vendors historically and the profit and loss accounts
and cash flow statements prepared based on historical financial information may not be
reflective of what the pro forma historical total returns and cash flows of IREIT might have
been.

For the reasons stated above, the SGX-ST has granted IREIT a waiver from the requirement to
prepare historical pro forma statements of total return for the latest three financial years of IREIT,
subject to the inclusion of the following in this Prospectus:
•

an unaudited pro forma balance sheet as at the Listing Date (see Appendix B, “Reporting
Auditors’ Report on the Unaudited Pro Forma Consolidated Balance Sheet as at the Listing
Date” and Appendix C, “Unaudited Pro Forma Consolidated Balance Sheet as at the Listing
Date”);

•

a profit forecast for Forecast Period 2014 and a profit projection for Projection Year 2015 and
Projection Year 2016 (see “Profit Forecast and Profit Projections” and Appendix A,
“Reporting Auditors’ Report on the Profit Forecast and Profit Projections”); and

•

full disclosure of the reasons that historical pro forma financial information cannot be
provided for the financial years ended 2011, 2012 and 2013 and the waivers granted (see
“Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date”).
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UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET AS AT THE LISTING DATE
Unaudited Pro Forma
Consolidated Balance
Sheet as at Listing Date
C’000
Current assets
Cash and cash equivalents

1,172

Other receivables

3,072
4,244

Non-current assets
Investment properties

284,100

Deferred tax assets

2,452
286,552

Total assets

290,796

Current liabilities
Other payables

2,397

Non-current liabilities
Borrowings

95,019

Total liabilities

97,416

Net assets attributable to holders of Units

193,380

Number of Units in issue (‘000)

419,337

Net asset value per Unit:
C/Unit

0.46

S$ equivalent/Unit

0.78
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PROFIT FORECAST AND PROFIT PROJECTIONS
Statements contained in the Profit Forecast and Profit Projections section that are not historical
facts may be forward-looking statements. Such statements are based on the assumptions set forth
in this section of the Prospectus and are subject to certain risks and uncertainties which could
cause actual results to differ materially from those forecast and projected. Under no
circumstances should the inclusion of such information herein be regarded as a representation,
warranty or prediction with respect to the accuracy of the underlying assumptions by any of IREIT,
the Manager, the Trustee, the Sole Global Coordinator, the Joint Bookrunners, the Sponsor or any
other person, or that these results will be achieved or are likely to be achieved. (See
“Forward-looking Statements” and “Risk Factors” for further details.) Investors in the Units are
cautioned not to place undue reliance on these forward-looking statements which are made only
as of the date of this Prospectus.
None of IREIT, the Manager, the Trustee, the Sole Global Coordinator, the Joint
Bookrunners or the Sponsor guarantees the performance of IREIT, the repayment of capital
or the payment of any distributions, or any particular return on the Units. The forecast and
projected yields stated in the following table are calculated based on:
•

the Offering Price; and

•

the assumption that the Listing Date is 1 July 2014.

Such yields will vary accordingly if the Listing Date is not 1 July 2014, or for investors who
purchase Units in the secondary market at a market price that differs from the Offering Price.
Unitholders should note that in respect of Forecast Period 2014, they will only be entitled to a pro
rata share of distributions declared and paid from the period from the Listing Date to 31 December
2014.
The following table shows IREIT’s forecast and projected Statements of Total Return for Forecast
Period 2014, Projection Year 2015 and Projection Year 2016. The financial year end of IREIT is
31 December. The Profit Forecast and Profit Projections may be different to the extent that the
actual date of issuance of Units is other than 1 July 2014, being the assumed date of the issuance
of Units for the Offering. The Profit Forecast and Profit Projections are based on the assumptions
set out below and have been examined by the Reporting Auditors, being Deloitte & Touche LLP,
and should be read together with the report “Reporting Auditors’ Report on the Profit Forecast and
Profit Projections” set out in Appendix A, as well as the assumptions and the sensitivity analysis
set out in this section of the Prospectus.
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Forecast and Projected Statement of Total Return
The forecast and projected statement of total return are as follows:
Forecast Period
2014

Projection Year
2015

Projection Year
2016

(Six months from
1 July 2014
to 31 December
2014)

(Full year from
1 January 2015
to 31 December
2015)

(Full year from
1 January 2016
to 31 December
2016)

( C’000)

( C’000)

( C’000)

Gross Revenue

11,027

22,534

22,937

Property operating expenses

(1,258)

(2,467)

(2,517)

9,769

20,067

20,420

1

4

4

Net Property Income
Finance income
(1)

(1,021)

(2,051)

(2,060)

(830)

(1,975)

(1,755)

(35)

(72)

(71)

Administrative costs

(190)

(385)

(391)

Other trust expenses

(497)

(548)

(554)

Finance costs

Manager’s management fees
Trustee’s fees

Net income before tax (2)

(3)

Tax expense
Net income after tax
Distribution adjustments (4)
Income available for
distribution to Unitholders (5)

Number of Units issued and
issuable at the end of the
period/year (’000)
Distribution per Unit
− C cents
− S$ cents

(7)

Offering Price (S$)
Distribution yield

7,197

15,040

15,593

249

383

271

7,446

15,423

15,864

855

2,149

1,690

8,301

17,572

17,554

Forecast Period
2014

Projection Year
2015

Projection Year
2016

Based on the
Offering Price

Based on the
Offering Price

Based on the
Offering Price

420,925

424,715

428,112

1.98

4.15

4.11

3.33

7.01

7.01

0.88

0.88

0.88

8.0%

8.0%

(6)

7.6% (8)

Notes:
(1)

Finance cost comprises net interest expense and amortisation of upfront debt issuance costs.
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(2)

Net income before tax does not include the impact of financial instruments that may be entered into by IREIT to
hedge currency fluctuations prior to listing and in Forecast Period 2014, Projection Year 2015 and Projection Year
2016.

(3)

Net income before tax for 2014 does not include the difference between the fair value of the Properties and the total
purchase cost of the Properties and the share of the IPO expenses charged to income.

(4)

“Distribution adjustments” include expenses relating to the Manager’s management fees to be paid in Units,
amortisation of upfront debt issuance costs, adjustment for income and expense and fair value changes of the
financial instruments to hedge currency fluctuations, interest expense due to differences between accounting
method of computation which is based on the effective interest rate method and actual interest payments made, and
other adjustments.

(5)

Unitholders should note that in respect of Forecast Period 2014, they will only be entitled to a pro rata share of
distributions declared and paid for the period from the Listing Date to 31 December 2014.

(6)

The determination of Distribution per Unit takes into consideration IREIT’s distribution policy of making distributions
to Unitholders on a semi-annual basis.

(7)

Distribution per Unit is translated from EUR to S$ equivalent at the rate of EUR 1 : S$1.68 in Forecast Period 2014,
EUR 1 : S$1.69 in Projection Year 2015, and EUR 1 : S$1.70 in Projection Year 2016.

(8)

Annualised by extrapolating the Forecast Period 2014 figures for a calendar year.

ASSUMPTIONS
The Manager has prepared the Profit Forecast and Profit Projections on the following
assumptions. The Manager considers these assumptions to be appropriate and reasonable as at
the date of this Prospectus. However, investors should consider these assumptions as well as the
Profit Forecast and Profit Projections and make their own assessment of the future performance
of IREIT.
Gross Revenue
The forecast and projected contributions of the Properties to Gross Revenue are as follows:
Contribution to
Gross Revenue

Forecast Period 2014

Projection Year 2015

Projection Year 2016

( C’000)

(%)

( C’000)

(%)

( C’000)

(%)

Bonn Campus

3,422

31.0%

7,164

31.8%

7,483

32.6%

Darmstadt Campus

2,998

27.2%

6,143

27.2%

6,145

26.8%

Münster Campus

2,069

18.8%

4,141

18.4%

4,144

18.1%

Concor Park

2,538

23.0%

5,086

22.6%

5,165

22.5%

11,027

100.0%

22,534

100.0%

22,937

100.0%

Gross Revenue

Gross Revenue consists of Gross Rental Income, service charge and other income.
A summary of the assumptions which have been used in calculating Gross Revenue is set out
below.
Gross Rental Income
Gross Rental Income includes income from the rental of office space, and income from rental of
general storage areas, technical areas, ancillary areas and car park facilities that support the
office activities.
The forecast and projected Gross Rental Income attributable to the leases for the Properties are
estimated as follows:
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Gross Rental
Income

Forecast Period 2014

Projection Year 2015

Projection Year 2016

( C’000)

As a %
of Gross
Revenue

( C’000)

As a %
of Gross
Revenue

( C’000)

As a %
of Gross
Revenue

Bonn Campus

3,169

92.6%

6,655

92.9%

6,972

93.2%

Darmstadt Campus

2,724

90.9%

5,595

91.1%

5,596

91.1%

Münster Campus

1,893

91.5%

3,785

91.4%

3,785

91.3%

Concor Park

2,114

83.3%

4,229

83.1%

4,296

83.2%

Gross Rental
Income

9,900

89.8%

20,264

89.9%

20,649

90.0%

Rental adjustments pursuant to the rent adjustment clauses in the lease agreements are reviewed
on a monthly basis and may take place at any time in the year depending on whether the CPI for
the month has crossed the prescribed hurdle of the lease agreement. Please refer to “− Rental
Adjustments Due to Increase in CPI” for further details of the assumptions relating to the rental
adjustments arising from changes to the CPI.
Service Charge
Under the lease agreements, IREIT is entitled to receive monthly service charge in advance from
the tenants which will be used to offset recoverable expenses as detailed in “Profit Forecast and
Profit Projections – Property Operating Expenses – Non-Recoverable expenses” below. At the end
of each financial year, any excess or deficit of the recoverable expenses over the service charge
collected over the year shall be reimbursed by or refunded to the tenants respectively.
The monthly service charge to be received in advance for the Properties for Forecast Period 2014,
Projection Year 2015 and Projection Year 2016 are as below:
Monthly service charge

( C’000)

Bonn Campus

28

Darmstadt Campus

19

Münster Campus

26

Concor Park
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Other Income
For Darmstadt Campus, other income comprises monthly payments by the tenant for the use of
the roof for the operation of a photovoltaic facility and a certain amount to compensate for
additional construction costs that the Darmstadt Campus Vendor had incurred upfront. In
aggregate, these amount to C26,960 per month or approximately 5.4% of the Gross Revenue of
Darmstadt Campus for Forecast Period 2014, and 5.3% of the Gross Revenue of Darmstadt
Campus for each of Projection Year 2015 and Projection Year 2016.
For Concor Park, other income comprises monthly payments by the tenants for the operation of
mobile antenna receivers. In aggregate, this amounts to C1,727 per month or approximately 0.4%
for each of Forecast Period 2014, Projection Year 2015 and Projection Year 2016.
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Rental Adjustments Due to Increase in CPI
All of the lease agreements by Gross Rental Income for the month of March 2014 contain rent
adjustment clauses. For each of these lease agreements, the rent will adjust each time the CPI
crosses a certain prescribed hurdle.
For Forecast Period 2014, Projection Year 2015 and Projection Year 2016, the Manager expects
the increase in the CPI to trigger increases to the Gross Rental Income as follows 1:
Rental
Adjustments (1)(2)

Bonn Campus(3)

Darmstadt
Campus (3)(4)

Concor Park (5)

Forecast Period 2014

Projection Year 2015

Projection Year 2016

%
of Gross
Rental
Income(6)

%
increase in
monthly
Gross
Rental
Income

%
of Gross
Rental
Income (6)

%
increase in
monthly
Gross
Rental
Income

%
of Gross
Rental
Income (6)

%
increase in
monthly
Gross
Rental
Income

–

–

33.0%

10%,
expected to
take place
in 2H 2015

–

–

22.9%

10%,
expected to
take place
in 2H 2014

–

–

–

–

–

–

–

–

5.2%

Two leases:
For each
lease, 7%
and 5%
expected to
take place
in 1H 2016
and 2H
2016
respectively

Notes:
(1)

The CPI rental adjustment is applicable to all the Properties and all of the lease agreements by Gross Rental Income
for the month of March 2014. However, it should be noted that the lease agreements have been entered into on
different dates, and for the avoidance of doubt, do not commence only on the Listing Date. Accordingly, as the lease
commence dates are different for each leases and Property, the level at which the leases are pegged to CPI are
different as well. Therefore, the month that the rental uplift takes place also varies between the Properties.

(2)

The rental adjustment for the lease of the external car park building of Darmstadt Campus was triggered in
September 2012, and that of Münster Campus was triggered in January 2013. As such, the subsequent rental
adjustments for the car park of Darmstadt Campus and Münster Campus are not expected to take place during the
Forecast Period 2014, Projection Year 2015 and Projection Year 2016.

1

The change in CPI is computed based on the CPI for the current month compared with the CPI as of the start of the
lease term or as of any prior rent adjustment arising from re-indexation (“Base CPI”). The year-on-year change in
monthly CPI figures for the period from January 2011 to June 2014 range between 0.9% and 2.4% per annum. The
Manager has assumed that CPI will increase by 1.2% per annum as the base case in the Forecast Period 2014,
Projection Year 2015 and Projection Year 2016.
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(3)

For the Deutsche Telekom Properties, if the CPI changes by more than 10.0%, on a cumulative basis assessed
monthly, compared to the Base CPI, then the Gross Rental Income shall be adjusted accordingly by the same
percentage of the CPI change, immediately applicable in the following month1.

(4)

The expected rent increase in Forecast Period 2014 for Darmstadt Campus does not include the rent from the
external car park building which is under a separate lease agreement and has a different set of prescribed hurdles
for the CPI.

(5)

For Concor Park, eight out of twelve lease agreements contain provisions which subject the rent to indexation to the
CPI, where if the CPI crosses a prescribed point difference hurdle (of either five or seven points, depending on the
terms of the lease agreement, i.e. if Base CPI was 100, then a five or seven point increase would be 105 or 107
respectively) or by a prescribed percentage hurdle of 7.0% (in the case of one lease agreement), on a cumulative
basis assessed monthly, from the Base CPI, then the Gross Rental Income would be adjusted accordingly by the
same percentage of the CPI change. This would be applicable starting on either the next half-year period or the
following year, depending on the terms of the lease agreement.

(6)

By Gross Rental Income for the month of March 2014.

Existing Lease Agreements, Occupancy Rates and Lease Renewals
The Properties are expected to be 100.0% occupied in Forecast Period 2014, Projection Year
2015 and Projection Year 2016 and there are no lease renewal assumptions that have an impact
on Gross Rental Income.
The table below summarises the existing lease terms for the Properties.

1

Property

Lease Terms

Bonn Campus

This Property is wholly-leased to GMG, a wholly-owned
subsidiary of Deutsche Telekom with a remaining lease term of
approximately 9.1 years as at 31 March 2014.

Darmstadt Campus

This Property, including the external car park building, is whollyleased to GMG, a wholly-owned subsidiary of Deutsche Telekom
under two separate agreements with remaining lease terms of
approximately 7.8 years and 8.7 years as at 31 March 2014.

Münster Campus

This Property comprises two buildings which are wholly-leased
to GMG, a wholly-owned subsidiary of Deutsche Telekom under
two separate agreements. The remaining lease terms are
approximately 3.0 years and 8.0 years as at 31 March 2014.

Concor Park

This Property is leased to 12 tenants (including a legally binding
lease which is assumed to have commenced on 1 July 2014)
with remaining lease terms of between 2.6 and 9.2 years as at 31
March 2014.

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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Property Operating Expenses
Property operating expenses consist of recoverable and non-recoverable expenses.
The forecast and projected contributions of the Properties to Property Operating Expenses are as
follows:
Forecast Period
Projection Year
Projection Year
Contribution to
2014
2015
2016
Property Operating
Expenses
( C’000)
(%)
( C’000)
(%)
( C’000)
(%)
Bonn Campus

347

27.6%

686

27.8%

693

27.6%

Darmstadt Campus

230

18.3%

426

17.3%

429

17.0%

Münster Campus

258

20.5%

503

20.4%

507

20.1%

Concor Park

423

33.6%

852

34.5%

888

35.3%

1,258

100.0%

2,467

100.0%

2,517

100.0%

Property Operating
Expenses

The breakdown of recoverable and non-recoverable expenses is as follows:
Breakdown of
recoverable and nonrecoverable expenses

Forecast Period
2014
( C’000)

Projection Year
2015

Projection Year
2016

(%)

( C’000)

(%)

( C’000)

(%)

Recoverable expenses

955

75.9%

1,926

78.1%

1,944

77.2%

Non-recoverable
expenses

303

24.1%

541

21.9%

573

22.8%

1,258

100.0%

2,467

100.0%

2,517

100.0%

Property Operating
Expenses

Most of the property operating expenses for the Forecast Period 2014 and Projection Years 2015
and 2016 have been assumed to increase by 1.2% per annum year-on-year. There is a slightly
higher amount of one-off expenses in Forecast Period 2014 to rationalise and optimise the
operations of the Properties after acquiring them.
A summary of the assumptions which have been used in calculating Property Operating Expenses
is set out below.
Recoverable expenses
The lease agreements with the tenants of the Properties provide that ancillary expenses as well
as insurance and maintenance expenses for certain equipment of the building shall be borne by
the tenants.
Recoverable expenses include, where applicable, insurance, provision of utilities, land tax,
maintenance and service of common equipment and common areas, and facility management
fees.
For Concor Park, recoverable expenses also include a property management fee of 2.1% of the
Gross Revenue excluding service charge.
Non-recoverable expenses
Non-recoverable expenses are the responsibility of IREIT and where applicable for each Property,
include property management fees, structural repair and maintenance expenses relating to the
building and car park facilities, cleaning of glass façade and other costs.
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Under the Property Management Agreements, the Property Manager will receive from IREIT a
property management fee for the provision of property management services for each of the
Deutsche Telekom Properties as set out in the table below:
Property

Property Management Fee

Bonn Campus

0.60% per annum of Gross Revenue excluding service charge,
subject to a minimum of C3,169 per month

Darmstadt Campus

0.60% per annum of Gross Revenue excluding service charge,
subject to a minimum of C2,740 per month

Münster Campus

0.60% per annum of Gross Revenue excluding service charge,
subject to a minimum of C1,893 per month

(See “Certain Agreements Relating to IREIT Global and the Properties – Property Management
Agreements” for further details.)
Structural repair and maintenance expenses are estimated based on the conditions of each
Property taking into account the Manager’s and Property Manager’s expectations. The
assumptions for repair and maintenance expenses for each of the Deutsche Telekom Properties
are set out below.
Structural repair and
maintenance expenses

Forecast Period
2014

Projection Year
2015

Projection Year
2016

( C’000)

( C’000)

( C’000)

Bonn Campus

28

57

58

Darmstadt Campus

36

73

74

Münster Campus

27

54

55

–

–

26

91

184

213

Concor Park
Structural repair and
maintenance expenses

Concor Park will be under a building warranty provided by the Concor Park Vendor for a period
of two years commencing from the Listing Date.
Net Property Income
The forecast and projected contributions of the Properties to Net Property Income are as follows:
Contribution to
Net Property
Income

Forecast Period 2014

Projection Year 2015

Projection Year 2016

( C’000)

(%)

( C’000)

(%)

( C’000)

(%)

Bonn Campus

3,074

31.5%

6,476

32.3%

6,790

33.3%

Darmstadt Campus

2,767

28.3%

5,718

28.5%

5,716

28.0%

Münster Campus

1,812

18.5%

3,639

18.1%

3,637

17.8%

Concor Park

2,116

21.7%

4,234

21.1%

4,277

20.9%

Net Property
Income

9,769

100.0%

20,067

100.0%

20,420

100.0%
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Finance Income and Finance Costs
Finance income comprises interest earned on the EUR cash balances held by the Dutch Holding
Companies at the rate of 0.15% per annum.
Finance costs consist of interest expense and amortisation of debt issuance costs.
IREIT will, upon Listing, have in place the Facility of C96.6 million with a loan maturity of five year
term. The amount drawn upon on the Listing Date will be C96.6 million. The Facility has fixed
interest rates with an effective interest rate of 2.1% per annum, which includes the upfront debt
issuance costs. The upfront debt issuance costs incurred in relation to the Facility is assumed to
be amortised over its term and has been included as part of the finance costs.
(See “Strategy – Key Strategies – Capital Management Strategy” and “Capitalisation –
Indebtedness” for further details.)
Manager’s Management Fees
Pursuant to the Trust Deed, the Manager is entitled to a Base Fee of 10.0% per annum of the
Annual Distributable Income (calculated before accounting for the Base Fee and the Performance
Fee) and a Performance Fee of 25.0% of the difference in DPU in a financial year with the DPU
in the preceding financial year (calculated before accounting for the Performance Fee but after
accounting for the Base Fee in each financial year) multiplied by the weighted average number of
Units in issue for such financial year.
The Performance Fee is payable if the DPU in any financial year exceeds the DPU in the
preceding financial year, notwithstanding that the DPU in such financial year where the
Performance Fee is payable may be less than the DPU in any preceding financial year.
No Performance Fee is payable for Forecast Period 2014. For Projection Year 2015, the
calculation of the Performance Fee is determined using the difference between the projected DPU
in Projection Year 2015 and the annualised forecasted DPU in Forecast Period 2014. For
Projection Year 2016, the calculation of Performance Fee is determined using the difference
between the projected DPU in Projection Year 2016 and the projected DPU in Projection Year
2015.
The Manager has agreed to receive 100.0% of the Base Fee and 100.0% of the Performance Fee
in the form of Units for the period from the Listing Date to the end of Projection Year 2016.
The portion of management fees payable in the form of Units shall be payable quarterly in arrears
and the portion of management fees payable in cash shall be payable quarterly in arrears. Where
the management fees are payable in Units, the Manager has assumed that such Units are issued
at the Offering Price for Forecast Period 2014, Projection Year 2015 and Projection Year 2016.
(See “The Manager and Corporate Governance – Fees Payable to the Manager” for further
details.)
Trustee’s Fees
The Trustee’s fee shall not exceed 0.1% per annum of the value of the Deposited Property, subject
to a minimum of S$10,000 per month, excluding out-of-pocket expenses and GST in accordance
with the Trust Deed. The Trustee’s fee is accrued daily and paid monthly in arrears in accordance
with the Trust Deed.
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The actual fee payable will be determined between the Manager and the Trustee from time to time.
The Trustee will also be paid a one-time inception fee as may be agreed between the Trustee and
the Manager, subject to a maximum of S$60,000.
(See “The Formation and Structure of IREIT Global – The Trustee” for further details.)
Administrative Costs
Administrative costs comprise the fees payable for the engagement of secretarial, book-keeping
and auditing services for the Dutch Holding Companies, Singapore Holding Companies and
Singapore Financing Companies.
Other Trust Expenses
Other trust expenses of IREIT include recurring trust expenses such as annual listing fees,
valuation fees, legal fees, registry and depository charges, accounting, audit and tax adviser’s
fees, postage, printing and stationery costs, costs associated with the preparation of annual
reports, investor communications costs and other miscellaneous expenses.
In assessing these amounts, the Manager has considered factors likely to influence the level of
these fees, charges and costs including the Manager’s estimates of IREIT’s market capitalisation,
gross assets, number of Unitholders, property values and rate of inflation.
Properties
The aggregate value of the Properties as at 31 March 2014 was C284.1 million, based on the
independent valuation undertaken for each Property. For the purposes of the Profit Forecast and
Profit Projections, the Manager has assumed that there is no change in the valuation of the
Properties.
Any subsequent revaluation of the Properties will not affect the forecast and projected DPU for
Forecast Period 2014, Projection Year 2015 and Projection Year 2016 as IREIT’s distributions are
based on Taxable Income, which among other things, excludes gains or losses upon revaluation
of the Properties.
Tax Expense
Tax expense comprises:
•

German corporate income tax of 15.825% on the Net Property Income of the Properties less
deductible expenses which are directly incurred in relation to the rental of the Properties
comprising interest expense and amortisation of upfront debt issuance costs in relation to the
Facility, interest expense in relation to the inter-company loan between the Singapore
Financing Companies and the Dutch Holding Companies, and depreciation expenses;

•

Netherlands income tax of 20.0% on the interest income earned from the C cash balances
of each of the Dutch Holding Companies; and

•

deferred tax effect on tax losses of Dutch Holding Companies and reversal of deductible
temporary differences arising from the incidental costs incurred by the Properties over its
useful life.
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Capital Expenditure
According to building audits commissioned prior to the Latest Practicable Date, the Manager
expects minimal capital expenditure for Forecast Period 2014, Projection Year 2015 and
Projection Year 2016 as the Properties are relatively new.
Capital expenditure incurred is expected to be capitalised as part of the Deposited Property.
Capital expenditure will be funded through IREIT’s cash flow from operations, working capital and
draw down on bank facilities as required, or a combination thereof.
The following table sets out the forecast and projected capital expenditure.
Capital Expenditure

Bonn Campus
Darmstadt Campus
Münster Campus
Concor Park
Capital Expenditure

Forecast Period
2014

Projection Year
2015

Projection Year
2016

( C’000)

( C’000)

( C’000)

27

30

18

142

54

–

67

22

–

–

–

50

236

106

68

Foreign Exchange Rate
The Manager has assumed the following exchange rates for Forecast Period 2014, Projection
Year 2015 and Projection Year 2016.
Foreign Exchange Rate
EUR/SGD

Forecast Period
2014

Projection Year
2015

Projection Year
2016

1.68

1.69

1.70

Accounting Standards
IREIT has adopted the International Financial Reporting Standards.
The Manager has assumed no change in applicable accounting standards or other financial
reporting requirements that may have a material effect on the Profit Forecast and Profit
Projections. Significant accounting policies adopted by the Manager in the preparation of the
Profit Forecast and Profit Projections are set out in “Appendix B – Reporting Auditor’s Report on
the Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date”.
Other Assumptions
The Manager has made the following additional assumptions in preparing the Profit Forecast and
Profit Projections:
•

that the initial property portfolio of IREIT remains unchanged for Forecast Period 2014,
Projection Year 2015 and Projection Year 2016;

•

that no further capital will be raised during Forecast Period 2014, Projection Year 2015 and
Projection Year 2016 for the purpose of determining the distribution of the respective periods
other than the Units to be issued for the Manager’s Fees to be paid in Units;
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•

that the Facility is available for Forecast Period 2014, Projection Year 2015 and Projection
Year 2016 and bear interest at the rates which will be offered by the Lender on or prior to the
registration date of the Prospectus;

•

that there will be no change in the applicable tax legislation or other applicable legislation for
Forecast Period 2014, Projection Year 2015 and Projection Year 2016, and that pursuant to
the IRAS Circular dated 30 May 2014, the tax exemption under Section 13(12) of the SITA
will, subject to meeting the relevant conditions, continue to apply to dividend income received
in Singapore by the Singapore Holding Companies, and the interest income received in
Singapore by the Singapore Financing Companies, from the Dutch Holding Companies after
31 March 2015 to the extent such dividend and interest income arise in respect of the
Properties acquired by the Dutch Holding Companies on or before 31 March 2015 and such
Properties continue to be beneficially owned by the Dutch Holding Companies.

•

any increase in land tax for Forecast Period 2014, Projection Year 2015 and Projection Year
2016 will be borne by the tenants;

•

that all leases and licenses as at the Latest Practicable Date are enforceable and will be
performed in accordance with their terms during Forecast Period 2014, Projection Year 2015
and Projection Year 2016;

•

that there will be no pre-termination of any committed leases;

•

that no financial instruments to hedge currency fluctuations have been entered into prior to
listing, in Forecast Period 2014, Projection Year 2015 and Projection Year 2016;

•

that 100.0% of IREIT’s Annual Distributable Income for Forecast Period 2014, Projection
Year 2015 and Projection Year 2016 is distributed; and

•

that there will be no change in the fair value of the Properties.

Sensitivity Analysis
The forecast and projected distributions included in this Prospectus are based on a number of
assumptions that have been outlined above. The forecast and projected distributions are also
subject to a number of risks as outlined in the section “Risk Factors”.
Investors should be aware that future events cannot be predicted with any certainty and deviations
from the figures forecast or projected in this Prospectus are to be expected. To assist investors
in assessing the impact of these assumptions on the Profit Forecast and Profit Projections, a
series of tables demonstrating the sensitivity of the distribution yield to changes in the principal
assumptions are set out below.
The sensitivity analyses are intended only as a guide. Variations in actual performance could
exceed the ranges shown. Movement in other variables may offset or compound the effect of a
change in any variable beyond the extent shown.
Gross Rental Income
Changes in the Gross Rental Income will impact the Net Property Income of IREIT and
consequently, the DPU. The assumptions for Gross Rental Income have been set out earlier in this
section. The effect of variations in the Gross Rental Income on the distribution yield is set out
below.
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Distribution yield pursuant to changes in Gross Rental Income
Based on the Offering Price
Forecast Period
2014

Projection Year
2015

Projection Year
2016

5.0% above base case

8.0%

8.4%

8.4%

Base case

7.6%

8.0%

8.0%

5.0% below base case

7.1%

7.5%

7.5%

Property Operating Expenses
Changes in the Property Operating Expenses will impact the Net Property Income of IREIT and
consequently, the DPU. The assumptions for Property Operating Expenses have been set out
earlier in this section. The effect of variations in the Property Operating Expenses on the
distribution yield is set out below.
Distribution yield pursuant to changes in Property Operating
Expenses
Based on the Offering Price
Forecast Period
2014

Projection Year
2015

Projection Year
2016

5.0% above base case

7.5%

7.9%

7.9%

Base case

7.6%

8.0%

8.0%

5.0% below base case

7.6%

8.0%

8.0%

Interest Expenses
Changes in the interest expenses will impact the finance expenses, the net income of IREIT and
consequently, the DPU. The assumptions for interest expenses have been set out earlier in this
section. The effect of variations in interest expenses on the distribution yield is set out below.
Distribution yield pursuant to changes in Interest Expenses
Based on the Offering Price
Forecast Period
2014

Projection Year
2015

Projection Year
2016

50 bps above base
case

7.3%

7.7%

7.7%

Base case

7.6%

8.0%

8.0%

50 bps below base
case

7.8%

8.2%

8.2%

Fees of the Manager Paid in Units
The Manager has assumed that 100.0% of the Manager’s Management Fees will be paid in Units
for Forecast Period 2014, Projection Year 2015 and Projection Year 2016. The Manager has
assumed that such Units are issued at the Offering Price.
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The effect of variations in the level of the Manager’s Management Fees paid in Units on the
distribution yield is set out below.
Distribution yield pursuant to the level of the Manager’s
Management Fees paid in Units
Based on the Offering Price

Base case (100.0% of
Management Fees
paid in Units)
50.0% of Management
Fees paid in Units
0% of Management
Fees paid in Units

Forecast Period
2014

Projection Year
2015

Projection Year
2016

7.6%

8.0%

8.0%

7.2%

7.6%

7.6%

6.8%

7.1%

7.3%

Foreign Exchange Rate
IREIT receives all of its income from the Properties in EUR and distributes its earnings to
Unitholders in Singapore dollars. Upon listing, IREIT intends to adopt suitable hedging strategies
with respect to the cash flow it expects to receive and distribute for the Forecast Period 2014,
Projection Year 2015 and Projection Year 2016. The effect of variations in the foreign exchange
rate (without currency hedging) is set out below.
Distribution yield pursuant to changes in Foreign Exchange Rate
Based on the Offering Price

5.0% depreciation of
SGD
Base case
5.0% appreciation of
SGD

Forecast Period
2014

Projection Year
2015

Projection Year
2016

8.0%

8.4%

8.4%

7.6%
7.2%

8.0%
7.6%

8.0%
7.6%

CPI
Changes in the CPI will impact the Rental Adjustments and the Property Operating Expenses that
increase year-on-year with inflation. The assumptions for Rental Adjustments and Property
Operating Expenses have been set out earlier in this section. The effect of variations in the CPI
on the distribution yield is set out below.
Distribution yield pursuant to changes in the CPI
Based on the Offering Price

CPI increases by 1.0%
year-on-year
Base case (CPI
increases by 1.2%
year-on-year)
CPI increases by 1.4%
year-on-year

Forecast Period
2014

Projection Year
2015

Projection Year
2016

7.6%

7.9%

8.0%

7.6%

8.0%

8.0%

7.6%

8.0%

8.0%
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STRATEGY
INVESTMENT STRATEGY
IREIT is a Singapore REIT established with the investment strategy of principally investing,
directly or indirectly, in a portfolio of income-producing real estate in Europe which is used
primarily for office purposes, as well as real estate-related assets. With an IPO Portfolio of four
properties in Germany, IREIT is expected to have an initial primary focus on Germany and the
United Kingdom. IREIT will capitalise on the expertise of the management team of the Manager
in optimising the value of commercial real estate. The Manager will invest in income-producing
properties with growth potential, namely in core assets in second tier cities and core plus assets
in primary locations or first-tier cities (‘A’ properties in ‘B’ cities and ‘B’ properties in ‘A’ cities,
known as the ‘ABBA’ strategy).
‘A’ or ‘core’ assets are generally defined as fulfilling, for the most part, the following criteria:
modern building, prime location, long term lease and tenant(s) with good lease covenants. ‘B’ or
‘core plus’ assets are generally defined as fulfilling all but one criteria of the above. Such criteria
are usually related to asset management opportunities such as shorter lease terms, less than full
occupancy or properties which are not fully modern buildings. In Germany, the cities of Berlin,
Hamburg, Düsseldorf, Cologne, Frankfurt, Stuttgart and Munich are generally considered to be ‘A’
cities. In the United Kingdom, London is the only truly ‘A’ city, with all other metropolitan areas
being considered ‘B’ or ‘C’ cities.
The Manager will seek growth on several levels: capital growth, rental growth, capital
improvements, debt restructuring and acquisitions.
The Manager will focus primarily on Germany and the United Kingdom. While the capital values
of real estate in most major European markets have remained 20.0% to 30.0% below their highs
in 2007, the capital values have been rising and the German and United Kingdom real estate
markets have experienced significant recovery, especially in core prime assets, which are the
focus of institutional and foreign investors. The Manager has determined that the office property
sector is one in which the ‘ABBA’ approach can be deployed by knowledgeable investors with
asset management capabilities. The ‘ABBA’ strategy will be executed in Germany, and the
Manager will look to execute the same strategy in the United Kingdom.
Bonn Campus, Darmstadt Campus and Münster Campus are examples of ‘A’ properties in ‘B’
cities. Though the office markets of Bonn, Darmstadt and Münster are extremely strong and enjoy
low vacancy rates and high occupier demand, these cities are considered strong second tier cities
or ‘B’ cities. The property locations within these cities are considered prime office locations. (See
“Business and Properties” for further details.)
Concor Park, which is located in a suburb of the leading German city of Munich, typifies the ‘B’
property in ‘A’ city element of the ‘ABBA’ approach. The property is a multi-let office park to top
tenants and has been fully refurbished during the past three years. The tenant roster includes
German companies such as Allianz and Ebase, with tenancies of varying terms. As such, Concor
Park provides more opportunities for active asset management and improvement. (See “Business
and Properties – Concor Park” for further details.)
The Manager will initially acquire properties in Germany due to the size of the market and the
potential investment opportunities that exist. Aggregate leverage will be up to 35.0% of the value
of the Deposited Property, in line with the Property Funds Appendix.
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The Manager may also consider investment opportunities elsewhere in Europe in the future. Such
investments may be by way of direct acquisitions and ownership of properties by IREIT or may be
effected indirectly through acquisitions and ownership of companies or other legal entities whose
primary purpose is to hold or own real estate or real estate-related assets.
The IPO Portfolio comprises long term, stable income-generating properties with a WALE 1 of 7.6
years. As IREIT’s portfolio grows, the strategy will be to focus on acquiring more assets on short
to medium term leases with asset enhancement opportunities.
In accordance with the requirements of the Listing Manual, the Manager’s investment strategy for
IREIT will be adhered to for at least three years following the Listing Date. The Manager’s
investment strategy for IREIT may only be changed within three years from the Listing Date if an
Extraordinary Resolution is passed at a meeting of Unitholders duly convened and held in
accordance with the provisions of the Trust Deed.
KEY OBJECTIVES
The Manager’s key objectives for IREIT are to provide Unitholders with regular and stable
distributions and the potential for sustainable long-term growth in DPU and NAV per Unit, while
maintaining an appropriate capital structure for IREIT.
KEY STRATEGIES
The Manager plans to achieve its key objectives through the following strategies:
•

Proactive asset management and asset enhancement strategy – The Manager will
actively manage IREIT’s property portfolio to achieve growth in Gross Revenue and Net
Property Income and maintain optimal occupancy levels. The Manager will also look to drive
organic growth, build strong relationships with the tenants of the Properties and seek
property enhancement opportunities.

•

Investments and acquisition growth strategy – The Manager will seek to achieve portfolio
growth through the acquisition of quality income-producing properties used mainly for office
purposes that are aligned with IREIT’s ‘ABBA’ investment strategy and fit within the
Manager’s investment criteria to enhance the return to Unitholders and to pursue
opportunities for future income and capital growth.

•

Capital management strategy – The Manager will endeavour to employ an appropriate mix
of debt and equity in financing acquisitions and adopt financing and hedging policies, where
appropriate, to manage interest rate volatility and foreign exchange exposure for IREIT and
optimise risk-adjusted returns to Unitholders.

Proactive Asset Management and Asset Enhancement Strategy
The Manager’s strategy for organic growth is to actively manage the Properties and grow strong
relationships with tenants by providing value-added property-related services. Through such
active asset management, the Manager seeks to maintain high tenant retention and occupancy
levels and achieve stable rental growth, as well as minimise the costs associated with marketing
and leasing space to new tenants.

1

By Gross Rental Income as at 31 March 2014.
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Further, the Manager intends to meet its objective of increasing the yields of the Properties and
maximising returns from IREIT’s property portfolio through some of, but not limited to, the
following measures:
Increasing occupancy rates and rental income
The Manager plans to improve the occupancy rates in future properties by working closely with the
Property Manager to pursue new rental opportunities and proactively engaging tenants whose
tenancies are about to expire in advance renewal negotiations. Additionally, the Manager, along
with the Property Manager, plans to systematically manage lease renewals effectively in order to
minimise vacant periods due to lease expiration. The Manager intends to achieve this through:
•

establishing and working towards optimal rental benchmarks for each property;

•

proactively engaging tenants whose leases are about to expire in early negotiations;

•

endeavouring to line up new tenants in preparation for vacant space;

•

identifying and rectifying leases that are about to expire with passing rents which are below
market levels and for which there is potential upside;

•

standardising the lease structure to facilitate lease management in the future;

•

increasing the overall marketability and profile of IREIT’s portfolio of properties to increase
the prospective tenant base;

•

actively marketing current and impending vacancies to minimise vacant periods;

•

actively monitoring rental arrears to minimise defaults by tenants and other aspects of tenant
performance;

•

incorporating contractual periodic rental step-up provisions to provide an additional source
of organic growth;

•

searching for new tenants from sectors currently under-represented in IREIT’s portfolio of
properties to pursue an optimal tenant mix;

•

monitoring and assessing spaces which are sub-optimal or remain vacant for long periods
and working with the Property Manager to redevelop or conduct asset enhancement works
(for example, sub-dividing larger sub-optimal units into smaller units) to suit prospective
tenants’ needs and thereby improving the marketability of such spaces; and

•

exploring expansion needs of existing tenants.

The Manager will initiate tenant retention programme initiatives to further strengthen tenant
relationships. The Manager expects that such efforts will contribute to maintaining high tenant
retention levels, minimising vacancy levels and reduction in rental income, as well as the
associated costs of securing new tenants.
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Delivering high quality services to tenants
The Manager intends to continue providing high quality services to tenants and become the
landlord of choice in the European office sector through:
•

providing high quality asset management services to maintain high retention rates;

•

facilitating relocation or expansion of tenants according to their operational requirements;

•

improving responsiveness to tenants’ feedback and enquiries; and

•

providing additional value-added services for tenants.

Implementing asset enhancement initiatives
The Manager will work closely with the Property Manager to improve the rental income and value
of the portfolio by undertaking asset enhancement initiatives. To the extent possible and permitted
by law and regulations, the Manager may:
•

seek to rationalise the use of space, create more leasable area, identify sub-optimal and
ancillary areas that can be converted for higher returns and improve building efficiency; and

•

create new retail units and kiosks in common areas.

The Manager will undertake asset enhancement initiatives subject to the improvements satisfying
projected levels of feasibility and profitability.
Leveraging on the Manager’s relationships with existing and prospective tenants and
sub-tenants
The Manager intends to leverage on existing relationships with tenants and sub-tenants within the
Sponsor’s and the Strategic Partner’s network to create new leasing opportunities and provide
real estate solutions for tenants and sub-tenants, to satisfy the objectives of both IREIT and
prospective tenants.
Implementing pro-active marketing plans
The Manager intends to develop customised pro-active marketing plans for each applicable
property. Each plan will focus on property-specific needs to maximise tenant interest and enhance
the public profile and visibility with a view to increasing the value and appeal of the properties and
to maintain the long-term value of the properties.
Continuing to rationalise operating costs
In order to deliver optimal returns to Unitholders, the Manager will work closely with the Property
Manager to keep property operating expenses low while maintaining the quality of services. The
Manager intends to rationalise operating costs through the following:
•

working closely with the Property Manager to manage and reduce the property operating
expenses (without reducing the quality of maintenance and services). Some cost
management initiatives include constant review of workflow process to boost productivity,
lower operational cost and foster close partnership with services providers to control costs
and potential escalation; and
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•

exploiting the economies of scale associated with operating a portfolio of properties by, for
example, bulk purchasing of supplies and cross-implementation of successful cost-saving
programmes.

Given IREIT’s organic earnings growth potential, the Manager’s initial strategy following the
completion of the Offering is to focus on optimising the operational performance of IREIT’s IPO
Portfolio by increasing Gross Revenue and rationalising costs. Nonetheless, moving forward, the
Manager intends to actively explore acquisition opportunities that will add value to IREIT and
enhance returns to Unitholders. The Manager’s intention is to hold assets on a long-term basis.
Investments and Acquisition Growth Strategy
The Manager will pursue opportunities to undertake acquisitions of assets that will add value to
IREIT’s portfolio and improve returns to Unitholders relative to IREIT’s weighted average cost of
capital, and opportunities for future income and capital growth. In evaluating future acquisition
opportunities, the Manager will seek acquisitions that may enhance the diversification of the
portfolio by location and tenant profile, and optimise risk-adjusted returns to the Unitholders. The
Manager believes it is well qualified to pursue its acquisition strategy. The management of the
Manager has extensive experience and a strong track record in sourcing, acquiring and financing
real estate assets in Europe, the Middle East and the United States. The management team’s
industry knowledge, relationships and access to market information provide a competitive
advantage with respect to identifying, evaluating and acquiring real estate assets. The Chief
Investment Officer and Asset Manager previously managed part of a pan-European real estate
company, which had offices throughout all major European markets and an extensive exposure to
the market in Germany and the United Kingdom. These relationships provide the Manager with
access to investment opportunities that may not be readily available on the open market.
Investment criteria
In evaluating acquisition opportunities for IREIT, the Manager will focus primarily on the following
investment criteria in relation to the property under consideration:
•

Yield requirements – The Manager intends to invest in income-producing properties which
will provide stable and regular distributions to Unitholders.

•

Tenant mix and occupancy characteristics – The Manager intends to initially invest in
properties that are income producing with a long WALE. The Manager will seek to acquire
properties with high quality and reputable existing tenants, or properties with the potential to
generate higher rentals and properties with potential for high tenant retention rates, relative
to comparable properties in their respective micro-property markets. In addition, the
Manager will evaluate the following prior to the acquisition of a property: (i) tenant credit
quality in order to estimate the probability and materiality of potential bad debt, (ii) rental
rates and occupancy trends to estimate rental income and occupancy rate going forward and
(iii) the impact of the acquisition on the entire portfolio’s tenant, business sector and lease
expiry profiles.

•

Location − The Manager will assess each property’s location and the potential based on
business growth in its market, as well as its impact on the overall geographic diversification
of its asset portfolio. The Manager will evaluate potential acquisition targets for micro-market
location and convenient access to major roads and public transportation. The Manager will
also evaluate a range of location-related criteria including, but not necessarily limited to,
ease of access, proximity and connectivity to major business and transportation hubs,
visibility of premises from the surrounding catchment markets, and immediate presence and
concentration of competitors. Locations will be assessed in terms of the occupier trends in
the market. The ‘ABBA’ approach of acquiring ‘A’ properties in ‘B’ cities and ‘B’ properties in
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‘A’ cities mitigates the risk upon lease expiry. There is a limited supply of ‘A’ properties in ‘B’
cities, rendering such properties scarce and offering high value in the market. ‘A’ cities
generally have extensive offerings of newly-built expensive properties but a shortage of
well-built and well-located, less expensive ‘B’ properties suitable for businesses with lower
rental budgets.
•

Value-adding opportunities – The Manager plans to acquire properties with opportunities
to increase occupancy rates and enhance value through proactive property management.
The potential to add value through selective renovation or other types of asset enhancement
initiatives will also be assessed.

•

Building and facilities specification – The Manager will acquire buildings with good quality
specifications and which are in compliance with the relevant building and zoning regulations,
including energy conservation, health and safety regulations. The Manager will rely on due
diligence reports submitted by independent experts relating to the structural soundness of
the building, repairs, maintenance, capital expenditure requirements and encroachment of
site boundaries. These reports will be the basis upon which the Manager will assess building
conditions and the expected levels of future capital expenditure.

The Manager intends to hold the properties it acquires on a long-term basis. However, in the
future, where the Manager considers that any property has reached a stage that offers limited
scope for further growth, the Manager may consider selling the property and using the proceeds
for re-investments in properties that meet its investment criteria.
Disciplined Investment Review Process
IREIT’s investment process will be spearheaded by the Chief Investment Officer and Asset
Manager, who will spend most of her time working in Germany, the United Kingdom and in the
other countries targeted for investment.
Capital Management Strategy
The Manager plans to optimise the REIT’s capital structure and cost of capital within the borrowing
limits set out in the Property Funds Appendix and intends to employ a combination of debt and
equity in financing acquisitions and asset enhancement initiatives.
The Manager will also endeavour to:
•

maintain a strong balance sheet;

•

secure diversified funding sources to access both financial institutions and capital markets;

•

optimise its cost of debt financing;

•

adopt appropriate interest rate hedging strategies to minimise exposure to market volatility;
and

•

utilise currency risk management strategies to minimise exposure to foreign exchange
currency volatility.
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The Manager intends to achieve the above by pursuing the following strategies:
•

Optimal capital structure strategy – The Manager aims to optimise the capital structure
and cost of capital, within the borrowing limits set out in the Property Funds Appendix. The
Manager will endeavour to employ an optimal capital structure, comprising an appropriate
mix of debt and equity in financing the acquisition of properties and asset enhancement
activities of its properties. The Manager’s capital management strategy involves adopting
and maintaining appropriate aggregate leverage levels and debt maturity schedules to
ensure optimal returns to Unitholders, while maintaining flexibility in respect of future capital
expenditures or acquisitions.
The Manager will, in the event that IREIT incurs any future borrowings, periodically review
IREIT’s capital management policy with respect to its Aggregate Leverage and modify the
policy as its management deems prudent in light of prevailing market conditions. If IREIT
takes on debt, the Manager’s strategy will generally be to match the maturity of IREIT’s
indebtedness with the maturity of IREIT’s investment assets, and to employ long-term,
fixed-rate debt to the extent practicable in view of market conditions in existence from time
to time. As and when appropriate, the Manager may consider diversifying its sources of debt
financing in the future by way of accessing the public debt capital markets through the
issuance of bonds to further enhance the debt maturity profile of IREIT.

At the Listing Date, IREIT is expected to have borrowings of C96.6 million (S$162.6 million) with
an Aggregate Leverage of 33.2%. (See “Capitalisation and Indebtedness – Indebtedness” for
further details.)
•

Debt diversification strategy – As and when appropriate, the Manager may consider
diversifying its sources of debt financing in the future by way of accessing the public debt
capital markets through the issuance of investment grade bonds to further enhance the debt
maturity profile of IREIT.

•

Proactive interest rate management strategy – The Manager endeavours to utilise interest
rate hedging strategies where appropriate to optimise risk-adjusted returns to Unitholders.
The Manager will implement a proactive interest rate management strategy to manage the
risks associated with changes in interest rates on the loan facilities while also seeking to
ensure that IREIT’s on-going cost of debt capital remains competitive.

•

Currency risk management strategy – The Manager endeavours to utilise currency risk
management strategies where appropriate to minimise the impact of IREIT’s distributable
income due to foreign exchange volatility, including the use of foreign currency denominated
borrowings to match the currency of the asset investment as a natural currency hedge.

•

Other financing strategy – The Manager will, in the future, consider other opportunities to
raise additional equity capital for IREIT through the issue of new Units, for example to finance
acquisitions of properties. The decision to raise additional equity will also take into account
the stated strategy of maintaining an optimal capital structure.
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BUSINESS AND PROPERTIES
Unless otherwise specified, all information relating to the Properties in the Prospectus are as at
31 March 2014.
IREIT is a Singapore REIT established with the investment strategy of principally investing,
directly or indirectly, in a portfolio of income-producing real estate in Europe which is used
primarily for office purposes, as well as real estate-related assets. With an IPO Portfolio of four
properties in Germany, IREIT is expected to have an initial primary focus on Germany and the
United Kingdom.
The IPO Portfolio of IREIT comprises four office properties, with a total of 15 office buildings, in
Germany with an aggregate NLA of 121,506 sq m (1,307,878 sq ft). The IPO Portfolio consists of
the following properties:
•

Bonn Campus, which is wholly-leased to GMG, a wholly-owned subsidiary of Deutsche
Telekom, and which comprises four linked modern office buildings of two, four or six storeys.
The property is located in proximity to a key motorway of Bonn and is located in one of the
prime office areas of Bonn, where the headquarters for Deutsche Telekom are located;

•

Darmstadt Campus, which is wholly-leased to GMG and comprises six connected office
buildings with seven and five storey sections, and a multi-storey car park, located at the main
cluster of technology companies. The property is part of one of the largest clusters of
Deutsche Telekom offices outside of Bonn and is located adjacent to a number of other
offices occupied by Deutsche Telekom, including the cellular division of Deutsche Telekom,
T-Mobile;

•

Münster Campus, which is wholly-leased to GMG, houses offices occupied by Deutsche
Telekom and comprises two six-storey modern office buildings and a six-storey external car
park structure. The buildings are located in a main business park housing leading financial
institutions and global technology firms; and

•

Concor Park, which is a multi-tenanted property comprising three linked, recently fully
refurbished five-storey office buildings with a separate car park and is located in the Munich
suburb of Aschheim-Dornach. The property is adjacent to urban and inter-urban rail stations
serving Munich and the surrounding area. The tenants include Allianz Handwerker Services
GmbH, Ebase, ST Microelectronics and other leading companies.
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The chart below illustrates the locations of the Properties in the Initial Portfolio:

Overview of IREIT IPO Portfolio
Germany

Germany

Berlin

Münster

Name

Münster Campus

Address

Gartenstraße, Münster

Bonn Campus

Tenure

Freehold

Address

Friedrich-Ebert-Allee, Bonn

NLA

27,183 sq m (292,595 sq ft)

Tenure

Freehold

Car Parks

588

NLA

32,736 sq m (352,367 sq ft)

Valuation

€ 50.9 million

Name

Car Parks

656

Valuation

€ 100.0 million

Bonn
Frankfurt

Darmstadt

Name

Tenure

Concor Park
Bahnhofstraße, Aschheim-Dornach,
Munich
Freehold

NLA

31,216 sq m (336,006 sq ft)

Tenure

Darmstadt Campus
Heinrich-Hertz-Straße, Darmstadt
Mina-Rees-Straße 4, Darmstadt
Freehold

NLA

30,371 sq m (326,910 sq ft)

Car Parks

512

Car Parks

1,189

Valuation

€ 59.1 million

Valuation

€ 74.1million

Name
Address

Munich

Address

CERTAIN INFORMATION ON THE PROPERTIES
Key Information on the Properties
The table below sets out certain information on the Properties as at 31 March 2014, with
independent valuations by the Independent Valuers as at 31 March 2014.
Bonn
Campus

Darmstadt
Campus

Münster
Campus

Concor Park

Total /
Average

Office

Office

Office

Office

–

Freehold

Freehold

Freehold

Freehold

–

2008

2007

2007

1978 and
fully
refurbished
in 2011

–

Gross Built Area (1)

59,585 sq m
641,367 sq ft

67,123 sq m
722,505 sq ft

46,148 sq m
496,731 sq ft

42,021 sq m
452,310 sq ft

214,877 sq m
2,312,913 sq ft

NLA(2)

32,736 sq m
352,367 sq ft

30,371 sq m
326,910 sq ft

27,183 sq m
292,595 sq ft

31,216 sq m
336,006 sq ft

121,506 sq m
1,307,878 sq ft

656

1,189

588

512

2,945

Committed Occupancy as
at 31 March 2014(3)

100%

100%

100%

100%

100%

Number of Tenants as at
31 March 2014

1

1

1

12 (4)

13 (4)

9.1

8.7

5.5

5.5

7.3

Usage
Land Tenure
Completion Year

Car Park Spaces

WALE by NLA as at
31 March 2014 (years)
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Bonn
Campus

Darmstadt
Campus

Münster
Campus

Concor Park

Total /
Average

WALE by Gross Rental
Income as at 31 March
2014 (years)

9.1

8.5

5.7

5.9

7.6

Average Rent per sq m –
Offices ( C/month) for
March 2014 (6)

15.0

11.5

11.0

10.6

12.2

Colliers: 50.9

C&W: 59.1

284.1

Independent Appraisal
( C million) (7)

Colliers: 100.0 Colliers: 74.1

Purchase Consideration
( C million)

99.5

74.1

50.9

58.6

283.1

Purchase Consideration
(S$ million) (8)

167.5

124.7

85.7

98.7

476.6

Notes:
(1)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(2)

Net Lettable Area excludes underground parking and parking facilities.

(3)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of the Properties as at
31 March 2014, including a legally binding lease that will commence on the Listing Date.

(4)

Includes one tenant with a legally binding lease that will commence on the Listing Date.

(5)

Bonn Campus, Darmstadt Campus and Münster Campus are all wholly-leased to the same tenant, being GMG.

(6)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.

(7)

Based on an indicative exchange rate of S$1.6836 : C1.00 as at the Latest Practicable Date.

Lease Expiry Profile
The IPO Portfolio has a Committed Occupancy of 100.0% as at 31 March 2014, including a legally
binding lease that will commence on Listing Date.
The WALE by Gross Rental Income as at 31 March 2014 is 7.6 years. Approximately 16.2% of
leases by Gross Rental Income are expected to expire in the periods from FY2017 to FY2018 and
this represents potential rental reversion. The graph below illustrates the lease expiry profile of the
Properties by Gross Rental Income as at 31 March 2014.
By Gross Rental Income

100%
83.7%
80%
60%
40%
20%
0%

0.0%
FY2014

0.0%

0.0%

FY2015

FY2016
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9.2%

7.0%

FY2017

FY2018

FY2019 and
beyond

The table below sets out the number of leases expiring in the IPO Portfolio for FY2014, FY2015,
FY2016, FY2017, FY2018, and FY2019 and beyond (based on the leases as at 31 March 2014,
including a legally binding lease that will commence on the Listing Date).

No. of leases expiring
as at 31 March 2014 (1)

FY2014

FY2015

FY2016

FY2017

FY2018

FY2019
and
beyond

0

0

1 (2)

2

2

12

Notes:
(1)

There are a total of 17 leases, comprising 1 from Bonn Campus, 2 each from Münster Campus (north and south)
and Darmstadt Campus (office and car park), and 12 from Concor Park, including a legally binding lease that will
commence on the Listing Date.

(2)

The lease expiring in FY2016 pertains to the canteen operator of Concor Park, which for the Forecast Period 2014,
Projection Year 2015 and Projection Year 2016, is assumed to have no lease income payable and accordingly, there
is no impact on the Gross Rental Income.

Top Five Tenants
The table below sets out selected information on the top five tenants of the IPO Portfolio by
percentage of Gross Rental Income for the month of March 2014.
Tenant (1)

Property

Tenant Trade
Sector

% of Gross
Rental Income
(March 2014)

Deutsche Telekom

Bonn Campus,
Darmstadt Campus,
Münster Campus

Information,
Communications
and Technology

79.5%

ST Microelectronics

Concor Park

Electronics

6.8%

Allianz

Concor Park

Facility
Management

5.5%

Ebase

Concor Park

Financial

5.0%

Yamaichi

Concor Park

Electronics

2.1%

Top Five Tenants

98.9%

Other Tenants

1.1%

Total

100.0%

Note:
(1)

Trade names of tenants’ parent companies. The tenants for the Top Five Tenants list are GMG
Generalmietgesellschaft mbH & Co KG (a wholly-owned subsidiary of Deutsche Telekom), ST Microelectronics
GmbH, Allianz Handwerker Services GmbH, European Bank for Fund Services GmbH and Yamaichi Electronics
Deutschland GmbH respectively.

Deutsche Telekom, through its wholly-owned subsidiary GMG, is the anchor-tenant for the IPO
Portfolio, contributing 79.5% of the IPO Portfolio’s Gross Rental Income for the month of March
2014.
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Deutsche Telekom is headquartered in Bonn, Germany and is one of the world’s leading integrated
telecommunications companies, with an international operation comprising fixed-line telephone
services, mobile communications services, internet access, and combined information technology
and telecommunications services for businesses. Deutsche Telekom has a presence in more than
50 countries and staff strength of more than 230,000 employees as at 31 December 2013.
The three properties leased to GMG, namely Bonn Campus, Darmstadt Campus and Münster
Campus, are important to both the day-to-day operations and management-level strategic
planning functions of Deutsche Telekom, and are located in cities where other departments are
currently or are going to be housed:
•

Bonn Campus: Bonn is the city in which the Deutsche Telekom global headquarters are
located and where the firm has the largest presence in terms of offices and workforce. The
property is linked via a pedestrian bridge to the global headquarters. It also houses the
headquarters of its customer care and technical service departments, as well as its Deutsche
Telekom net operations (including its Internet and cloud business) and new product
development teams;

•

Darmstadt Campus: Darmstadt is the second-largest hub and technology centre of the firm
and is situated adjacent to an upcoming building which will be used to house its employees
in one office cluster. Darmstadt Campus is also used for Deutsche Telekom net operations
and new product development teams; and

•

Münster Campus: Münster Campus is located in the Zentrum Nord area and houses various
business units including its German voice, data and mobile business operations, its German
wireless antenna net operations, mobile division T-Mobile’s voice and data operations, as
well as other support functions like its vehicle fleet operations, its learning and training
centre, and its corporate real estate department.

Bonn Campus, Darmstadt Campus and Münster Campus are let on long term leases to GMG,
having a WALE by Gross Rental Income from the month of March 2014 of 9.1 years, 8.5 years and
5.7 years, respectively.
The remainder of the IPO Portfolio is let on shorter leases to leading tenants, with a WALE by
Gross Rental Income from the month of March 2014 of 4.5 years for ST Microelectronics, 5.7
years for Allianz, 6.8 years for Ebase and 8.9 years for Yamaichi Electronics Deutschland GmbH
(“Yamaichi”). The other tenants are on leases with a remaining term of between approximately
three and nine years as of March 2014. Many of the tenants also have the option to extend their
leases.
The charts below provide a breakdown by Gross Rental Income of the IPO Portfolio by tenants for
the month of March 2014.
Breakdown by Gross Rental Income for the month of March 2014
Yamaichi 2.1%
Ebase 5.0%

Others 1.1%

Allianz 5.5%

STM 6.8%

Deutsche Telekom
79.5%
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Property Sector Analysis
The charts below provide a breakdown by Gross Rental Income by property for the month of
March 2014.
Breakdown by Gross Rental Income for the month of March 2014

Concor Park
20.4%

Bonn Campus
33.0%

Münster Campus
19.7%

Darmstadt Campus
26.9%
The chart below shows the breakdown of the valuation of the Properties based on the appraised
values as determined by the Independent Valuers as at 31 March 2014.
Breakdown by Valuation as at 31 March 2014

Concor Park
20.8%

Bonn Campus
35.2%

Münster Campus
17.9%

Darmstadt Campus
26.1%
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IPO Portfolio Gross Rental Income and Net Property Income for Forecast Period 2014,
Projection Year 2015 and Projection Year 2016
The charts below show the breakdown of the Gross Rental Income of the Properties for Forecast
Period 2014, Projection Year 2015 and Projection Year 2016.
Gross Rental Income for Forecast Period 2014

Concor Park
21.4%

Bonn Campus
32.0%

Münster Campus
19.1%

Darmstadt Campus
27.5%

Gross Rental Income for Projection Year 2015

Concor Park
20.9%

Bonn Campus
32.8%

Münster Campus
18.7%
Darmstadt Campus
27.6%

Gross Rental Income for Projection Year 2016

Concor Park
20.8%

Bonn Campus
33.8%

Münster Campus
18.3%

Darmstadt Campus
27.1%
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The charts below show the breakdown of the Net Property Income of the Properties for Forecast
Period 2014, Projection Year 2015 and Projection Year 2016.
Net Property Income for Forecast Period 2014

Concor Park
21.7%

Bonn Campus
31.5%

Münster Campus
18.5%

Darmstadt Campus
28.3%

Net Property Income for Projection Year 2015

Concor Park
21.1%

Bonn Campus
32.3%

Münster Campus
18.1%
Darmstadt Campus
28.5%

Net Property Income for Projection Year 2016

Concor Park
20.9%

Bonn Campus
33.3%

Münster Campus
17.8%

Darmstadt Campus
28.0%
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Marketing and Leasing Activities
The Property Manager provides quality leasing and management services to the Properties. This
enables IREIT to maximise rental returns and to achieve long term capital appreciation, market
leadership in the respective asset classes and maintain its brand position. The Property Manager
will carry out the day to day maintenance and leasing activities for the Properties. The Manager
and the Manager’s local asset management team will oversee the Property Manager’s activities
and monitor its performance. In addition, the Manager will determine leasing policy and maintain
direct contact with all major tenants.
The Property Manager will carry out the following activities in order to optimise rental income in
the property:
•

Rationalise operating costs;

•

Proactive maintenance to maintain lettability of the properties; and

•

Proactive lease re-gearing and renewal of existing tenant leases.

Lease Agreements and Lease Management
The lease agreements for the Properties are German double net leases, whereby (i) each tenant
has to bear ancillary costs only to the extent that the lease agreements expressly allocate such
payment obligation in the ancillary costs to it (under statutory law, unless otherwise agreed
between the parties, the landlord has to bear the ancillary costs), (ii) the landlord bears
maintenance and repair costs for the roof, structure and building equipment and (iii) to the extent
that the tenant bears the costs for maintenance and repair (within the leased object), these are
capped at 3.0% of the annual net rent (without ancillary costs) per year, any exceeding amounts
to be borne by the landlord.
As tenant retention is critical to minimising the turnover of leases, the Property Manager will
maintain close communication and good working relationships with existing tenants and will meet
with them regularly to address their needs. Lease renewal negotiations will be held with tenants
ahead of their lease expiry.
Arrears management procedures will also be enforced to ensure timely payment of rent and
service charge. The Manager believes that these proactive steps to retain tenants and reduce
rental in arrears will help maintain a stable income stream for IREIT.
Deutsche Telekom Profit and Loss Transfer Agreement
GMG, a wholly-owned subsidiary of Deutsche Telekom, is the tenant of the Deutsche Telekom
leases. GMG is the real estate arm of Deutsche Telekom and its business purpose is to, amongst
others, lease and own real estate for purposes of leasing the space to individual units within the
Deutsche Telekom group as required. GMG also manages the procurement, preparation and
distribution of facility management services for the Deutsche Telekom Group. Deutsche Telekom
has entered into the Deutsche Telekom Profit and Loss Transfer Agreement with GMG, pursuant
to which Deutsche Telekom will be subject to a claim to compensate GMG for any and all losses
suffered by GMG where GMG does not have sufficient assets to fulfil any of its obligations,
including its obligations under the Deutsche Telekom Leases. In the event that the assets of GMG
are insufficient to cover the claims of IREIT under the Deutsche Telekom Leases, IREIT may seize
and enforce the aforementioned compensation claims directly against Deutsche Telekom. For the
avoidance of doubt, the Deutsche Telekom Profit and Loss Transfer Agreement is a general
agreement that extends to all creditors of GMG, and not only IREIT. According to Salans FMC
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SNR Denton Europe LLP, the Deutsche Telekom Profit and Loss Transfer Agreement is valid and
binding against Deutsche Telekom and would constitute enforceable claims of IREIT against
Deutsche Telekom in the case of a default of GMG.
The following steps set out the procedure by which IREIT will be able to enforce its claims against
Deutsche Telekom:
•

If GMG breaches its obligations under the Deutsche Telekom Leases, IREIT may sue GMG
and obtain an enforceable title (i.e. a court order or other instrument) against GMG to pay the
monies owing to it.

•

On this basis, IREIT can enforce its claim against GMG and levy execution against the assets
of GMG. If GMG is profitable and solvent, IREIT will be able to satisfy all of its claims by these
enforcement measures.

•

If the assets of GMG are insufficient to cover the claims of IREIT, then GMG will have a claim
against Deutsche Telekom under the Deutsche Telekom Profit and Loss Transfer Agreement
to compensate it for the loss, which may not be waived by GMG under Section 302(3) of the
German Stock Corporation Act during the term of the Deutsche Telekom Profit and Loss
Transfer Agreement and for a period of three years after its termination. This enforcement
claim can then be seized and enforced against Deutsche Telekom by IREIT. The seizure
would be executed on the basis of the general enforcement rules under the German Code of
Civil Procedure which provides that execution against claims is carried out by transferring the
claim to the creditor (in this case IREIT) who can then enforce the claims against the debtor
(in this case Deutsche Telekom).

•

Alternatively, if the assets of GMG are insufficient to cover the claims of IREIT, IREIT may
commence insolvency proceedings against GMG. The opening of insolvency proceedings
over GMG’s assets would automatically terminate the Deutsche Telekom Profit and Loss
Transfer Agreement. As a consequence, IREIT would have a direct claim against Deutsche
Telekom under Section 303(1) of the German Stock Corporation Act for security from
Deutsche Telekom (e.g. in the form of a bank guarantee of a direct payment guarantee) for
all claims against GMG under the lease agreements occurring until the expiry of the lease
term as well as a direct payment claim against Deutsche Telekom with respect to all claims
against GMG under the lease agreements occurring until the expiry of the lease term. The
circumstances in which the Deutsche Telekom Profit and Loss Transfer Agreement may be
terminated and the consequences of termination are set out in further detail below.

The Deutsche Telekom Profit and Loss Transfer Agreement may be terminated:
(i)

(with effect on 31 December of each year) by either party with at least six months’ notice
period prior to the end of a calendar year (i.e. on or prior to 30 June in such year) or without
notice period in the case of a compelling reason;

(ii)

(with effect on 31 December of each year) by mutual agreement between both Deutsche
Telekom and GMG without notice; or

(iii) (at any time) automatically by commencing of any proceedings for insolvency, liquidation or
dissolution of GMG.
Such termination needs to be published in the commercial register and in the Federal Gazette to
become effective. If the Deutsche Telekom Profit and Loss Transfer Agreement is terminated for
any reason, IREIT would have a direct claim against Deutsche Telekom under Section 303(1) of
the German Stock Corporation Act for security from Deutsche Telekom (e.g. in the form of a bank
guarantee of a direct payment guarantee) for all claims against GMG under the lease agreements
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occurring until the expiry of the lease term. In the event that the termination occurs due to GMG’s
insolvency, IREIT would also have a direct payment claim against Deutsche Telekom with respect
to all claims against GMG under the lease agreements occurring until the expiry of the lease term.
According to Salans FMC SNR Denton Europe LLP, reliance on such a profit and loss transfer
agreement by a commercial landlord is in line with customary market practice for commercial
leases in Germany.
ENCUMBRANCES
The Deutsche Telekom Properties are encumbered with tenant’s servitudes 1 for the benefit of
GMG. This is generally standard practice for long term lease agreements in Germany in order to
secure the continued use of the leased premises by the tenant in the event of insolvency of the
landlord. The Association of German Mortgage-lending Institutions has meanwhile developed
standards for dealing with tenant’s servitudes in the context of property financing. These
standards were introduced in 2010 as a recommendation by the Association of German
Mortgage-lending Institutions to its members and are not mandatory but are observed by most
members. The tenant’s servitudes encumbering the Deutsche Telekom Properties, however, do
not comply with these standards (as they have been registered before these standards had been
developed). This may limit the availability of debt financing to be secured by the Deutsche
Telekom Properties as certain commercial property lenders might refrain from providing financing.
However, not all commercial property lenders are members of the Association of German
Mortgage-lending Institutions, such as the Lender, which is not bound by the recommendations
and which has agreed to lend against the Deutsche Telekom Properties despite the registered
tenant’s servitudes. The Manager had also received financing offers from other financial
institutions which were willing to provide financing for the acquisition of the Properties
notwithstanding the registered tenant’s servitudes. In addition, following the Listing Date, the
Manager will endeavor to negotiate with GMG to amend the tenant’s servitudes in order to comply
with the aforementioned standards of the Association of German Mortgage-lending Institutions.
Upon listing, IREIT will have fully drawn down on the Facility. The Facility will be secured by, inter
alia:
•

a first ranking land charge over the Properties;

•

an assignment over rents; and

•

a pledge over the shares in the Dutch Holding Companies.

1

Under German law, a tenant’s servitude secures the tenant’s right and possibility to use the leased premises in the
event of insolvency of the landlord (as in such an event, the insolvency administrator would be entitled to terminate
the lease, but it would not be entitled to terminate the servitude under which the tenant may then continue to use
the property). There is no direct implication on IREIT; the servitude only becomes relevant in case of the landlord’s
insolvency. Should the lease agreement be terminated for other reasons (e.g. because its term ends or because the
tenant has given notice or the landlord has given notice outside of an insolvency situation) then the servitude will
be deleted.
A tenant’s servitude is thus mainly relevant for the financing bank of the property owner. If a servitude ranks prior
to the land charge of the financing bank, then the bank will have to consider if it regards the servitude as impairing
the land charge. Thus, the consequence for IREIT is that the existence of such servitudes may limit the availability
of bank financing. However in the case of IREIT, the financing bank of IREIT (DekaBank Deutsche Girozentrale) is
aware of and has accepted the servitude.
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CAPITAL EXPENDITURE
The Properties are modern and well maintained. The Manager estimates that the total capital
expenditure across the three periods of Forecast Period 2014, Projection Year 2015 and the
Projection Year 2016 will be minimal, budgeted at approximately C410,000.
Concor Park is a recently fully refurbished property. The vendor of Concor Park reportedly
invested approximately C40.0 million in renovation and construction in 2011 and the property is
still under builder warranty for approximately an additional two years from completion of the
acquisition. Therefore, no capital expenditure expenses are anticipated with regard to Concor
Park until two years after the transfer of ownership to IREIT, as the builder is required to repair any
defects (other than normal wear and tear) notified by the purchaser during the warranty period.
(See “Profit Forecast and Profit Projections – Assumptions – Capital Expenditure” for further
details.)
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BONN CAMPUS
Friedrich-Ebert-Allee 71, 73, 75, 77, Bonn, Germany

Pedestrian Bridge to
Deutsche Telekom Global HQ

Cologne Bonn
Airport (26 km)

Bonn City
Centre (5 km)

World Conference
Centre
United Nations (UN)
Campus
Solar World HQ

B9

Deutsche Post DHL HQ
(Post Tower)

A562

Gronau
District
Deutsche Telekom
U-Bahn station
Ericsson
Cisco
Haribo HQ

Dottendorf
District

Deutsche
Postbank
Deutsche
Telekom
Global HQ

Bonn
Campus
Pedestrian
bridge

Property Description
Constructed in 2008, Bonn Campus comprises four U-shape office buildings with two, four or six
storeys, depending on the section of the building, with Net Lettable Area of 32,736 sq m (352,367
sq ft). The property offers a high standard of office accommodation and building specification, with
extensive and state-of-the-art technical equipment. It has a two-storey underground car park with
656 parking spaces, consisting of 644 underground and 12 external parking spaces.
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The property is fully let to a wholly-owned subsidiary of Deutsche Telekom and is situated directly
opposite the global headquarters of Deutsche Telekom, with a pedestrian bridge providing easy
access between both buildings. The property’s proximity and connection to the global HQ building
of its tenant’s parent company underscores its importance to the Deutsche Telekom group.
Surrounding Infrastructure
The property is on the main connecting road of Friedrich-Ebert-Allee (B9), a four lane dual
carriage way that forms the main arterial route into the Bonn city centre approximately 5 km away.
The nearest autobahn A562 junction is approximately 500 m south of the property and leads to the
Cologne Bonn Airport approximately 26 km to the north. Public transport connectivity is excellent
with regular bus services available and the nearest train station (U-Bahn) located 100 m to the
north, providing access to the city centre.
The property is located in the Bundesviertel in the southern part of Gronau district, next to
Dottendorf district. The immediate vicinity is a popular urban setting populated principally by a
mixture of large offices and low density residential accommodation. Other significant office
tenants in the near vicinity include Deutsche Post DHL Group HQ (in the prominent Post Tower),
Solar World AG HQ, Haribo HQ, Cisco, Ericsson as well as the United Nations Campus.
City Description
Bonn is located 30 km South of Cologne on the river Rhine in the State of North Rhine-Westphalia.
It served as the capital of West Germany for over 40 years from 1949 to 1990, when Germany was
unified. From 1990 to 1999, it was the official seat of the government of Germany.
Since then, Bonn has continued its prominence as a national and international administrative and
political centre and remains a host city of the United Nations. It has developed into a hub of
international cooperation, in particular, in the area of environmental and sustainable development.
The city currently hosts 18 UN institutions as well as a number of other international organisations
and institutions such as the IUCN Environmental Law Centre (IUCN ELC). Bonn is also
establishing itself as a national and international centre of meetings, conventions and
conferences, many of which are directly related to the work of the United Nations. A new
conference centre capable of hosting thousands of participants is currently under construction in
the immediate vicinity of the UN Campus. Many government jobs and departments and numerous
sub-ministerial level government agencies continue to be based in Bonn.
With a population of around 320,000, Bonn is one of North Rhine Westphalia’s largest cities and
the 19th largest city in Germany. Bonn is also a major centre for information technology and
telecommunications. Some 1,000 enterprises operate in the information and telecommunications
industry. As a result Bonn is recognised as a prospering economic, science and innovation centre.
Bonn-based Deutsche Telekom and its subsidiary T-Mobile Deutschland GmbH, Europe’s largest
telecommunication company, hold the lion’s share of the office market. The most important
German logistics service is also operated out of Bonn by Deutsche Post World Net.
Education and research play an important role in the economy and make up of Bonn. The Max
Planck Society is one of Europe’s leading research organisations. Bonn is home to four
Max-Planck Institutes, the Max-Planck-Institute for Mathematics, the Institute for Radio
Astronomy and the Institute for Research on Collective Goods. The Center of Advanced European
Studies and Research (Caesar), Bonn’s fourth Institute of the Max Planck Society, carries out
research in the fields of Neurosciences, Cell Biology, and Biophysics.
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The University of Bonn, The Rheinische Friedrich Wilhelms Universität, is one of the largest
universities in Germany with approximately 31,000 students and was founded in 1818. The facility
also hosts the German research institute Deutsche Forschungs-gemeinschaft (DFG). Bonn
additionally has four polytechnics.
City Infrastructure
Bonn is connected to three autobahns A59, A562 and A565, as well as several highways and the
national and local rail networks. In terms of road links, the A59 road runs in a north-south direction,
3 km to the east of the city centre, linking Bonn with Cologne, Düsseldorf, Essen and Duisburg in
the north.
Frequent InterCityExpress high speed train and most InterCity trains call at Bonn Hauptbahnhof.
The Siegburg/Bonn railway station is situated on the Cologne-Frankfurt high-speed rail line
outside of Bonn and is also serviced by InterCityExpress trains. Local rail transport is provided by
the Bonn Stadtbahn, which also features two lines to Cologne. Journey times to Cologne by
InterCity train takes 20 min and 30 min by regional trains. The city is served extensively by road,
bus and U-Bahn networks. Bonn’s international airport is Cologne Bonn Airport which is located
approximately 26 km to the north.
The table below sets out a summary of selected information on Bonn Campus.
Address

Friedrich-Ebert Allee 71, 73, 75, 77, Bonn,
Germany

Completion Year

2008

Committed Occupancy as at 31 March
2014 (1)

100%

Car Park Spaces

656

Number of Floors

2, 4 or 6 (depending on section of the
building)

Gross Built Area (2)

Bonn Campus: 59,585 sq m
–
Above ground: 32,853 sq m
–
Below ground: 26,732 sq m
Bonn Campus: 641,367 sq ft
–
Above ground: 353,626 sq ft
–
Below ground: 287,741 sq ft

NLA

32,736 sq m
352,367 sq ft

Land Area

20,199 sq m
217,420 sq ft

Gross Rental Income for Forecast Period
2014 ( C million)

3.2

Net Property Income for Forecast Period
2014 ( C million)

3.1

Gross Rental Income for March 2014
( C/month)

528,146

Average Rent per sq m – Offices
( C/month) for March 2014 (3)

15.0
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Independent Appraisal by Colliers as at
31 March 2014 (C million)

100.0

Number of Tenants as at 31 March 2014

1

Land Tenure

Freehold

WALE by NLA as at 31 March 2014 (years)

9.1

WALE by Gross Rental Income as at 31
March 2014 (years)

9.1

Notes:
(1)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of Bonn Campus as at
31 March 2014.

(2)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(3)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.

Lease Agreement
Bonn Campus is wholly-leased to GMG, which is a wholly-owned subsidiary of Deutsche Telekom.
The initial lease term is 15 years from 18 April 2008. There are three prolongation options of five
years each exercisable by the tenant.
The rent is subject to indexation to the CPI. If the CPI changes by more than 10.0%, on a
cumulative basis assessed monthly, compared to the Base CPI, then the Gross Rental Income
shall be adjusted accordingly by the same percentage of the CPI change, immediately applicable
in the following month 1.
The lease agreement provides that, subject to certain exceptions, the tenant bears certain
maintenance and repair costs within the Property up to a limit of 3.0% of the annual net rent
(without ancillary costs) per year. The landlord bears the costs of maintenance and repair of the
roof and structure and of certain building equipment and appliances, subject to certain exceptions.

1

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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Competition
The table below sets out the details of the existing competitors of Bonn Campus in the office
space.
Completion
Year

Size
(sq m)

Rent
( C/sq m)

Comments

Friedensplatz 1

2014

3,164

17.00

Located in city centre
with both ground and
first floor for retail, and
upper floors for offices

Rheinwerk 3, Bonn

2014

11,700

16.00 –
17.50

Built
at
prominent
location
over-looking
the Rhine river. Majority
pre-let at C15-18 per sq
m

Bonnjour, Baunscheidstr./
Oscar-Romero-Allee

2014

8,588

14.50 –
15.50

Newly built with four
floors of 1,800 sq m
each and a smaller top
floor with a roof terrace

Godesberger Allee

1975

11,030

9.50

Older building which is
situated approximately
1 km away from Bonn
Campus

August-Bebel-Allee

N/A

3,789

12.90

Three-storey
older
building within walking
distance from Bonn
Campus.
Formerly
occupied by Deutsche
Telekom

Development

Total

38,271

Source: Colliers
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DARMSTADT CAMPUS
Heinrich-Hertz-Straße 3, 5, 7, Darmstadt, Germany
Mina-Rees-Straße 4, Darmstadt, Germany

Frankfurt (30 km)
S-Bahn Darmstadt
Haupbahnhof

Frankfurt Rhein
Main Airport (25 km)

Darmstadt
Central Station

Weststadt
Employment
District
Darmstadt City
Centre

European Space
Operations Center

B26

Bus Stop

B3

Darmstadt
Campus

New building for
Deutsche Telekom
(under construction)

Darmstadt University
of Applied Science
Darmstadt
Carpark

P&G Wella
HQ

TZ Rhein Main
Business Park
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Property Description
Constructed in 2007, Darmstadt Campus comprises six connected office buildings with seven and
five storey sections in the shape of a double-H with Net Lettable Area of 30,371 sq m (326,910 sq
ft) with 353 underground and 10 surface parking spaces, as well as a multi-storey car park located
south of its office buildings, providing an additional 826 parking spaces.
Darmstadt Campus is fully let to a wholly-owned subsidiary of Deutsche Telekom and is situated
diagonally across an upcoming new 21,620 sq m (232,716 sq ft) office building which would by
next year be ready to house approximately 1,300 employees. This would bring all of Darmstadt’s
approximately 9,000 Deutsche Telekom staff into one office cluster, and highlights the importance
of the property to the operations of Deutsche Telekom in Darmstadt, being the city with the largest
concentration of Deutsche Telekom offices outside Bonn.
Surrounding Infrastructure
The property is located to the south of the main road Rheinstraße (B26), which provides direct
entry into the city centre towards the east and also leads to the Frankfurt Rhein Main Airport and
Frankfurt city, approximately 25 km and 30 km to the north, respectively. It has excellent transport
links, being about 1 km across the main road from the Darmstadt central railway station and with
a bus stop located 100 m away
The property is located in the TZ (“Technologiezentrum”) Rhein Main Business Park, which is a
key technology office area of Darmstadt and one of the largest and most modern business parks
in the city, with a total floor area of more than 200,000 sq m. The business park is home to many
companies in the same Information, Communications and Technology (ICT) industry as Deutsche
Telekom.
To the north of TZ Rhein Main Business Park across the main road is the Weststadt Employment
District, which provides 17 hectares of mixed used developments including for office, retail and
residential. The European Space Operation Centre is located in this area. Darmstadt University of
Applied Science and P&G Wella HQ are also located southeast of the property.
City Description
Darmstadt is located in the federal state of Hesse in Germany, in the southern part of the
Rhine-Main-Area (Frankfurt Metropolitan Region). It is situated 30 km southeast of Frankfurt
which is Germany’s second largest city and financial capital.
Prior to World War II, it was the capital of the Grand Duchy of Hesse but lost its status after the
war ended, with the honour now lying with the nearby city of Wisebaden. It continues to remain
as the administrative centre of an increasingly prosperous Grand Duchy of Hesse, and is the
fourth largest city in Hesse. Industry (especially chemicals), as well as large science and
electronics (later information technology) sectors, is a major part of the city’s economy. It ranks
among the top scientific and economically strong major cities in Germany. It is the headquarters
for T-Online, a subsidiary of Deutsche Telekom. Other companies with a presence in the city
include Merck, P&G (Wella) and Goldwell.
Darmstadt has a resident population of approximately 150,000, while the Darmstadt larger urban
zone is home to approximately 340,000 residents. Darmstadt also has a large tertiary education
sector, with three major universities and numerous associated institutions. There are two
universities with a total of 37,000 students and a large number of research facilities are located
in the city. Examples include the European Space Operations Center of the ESA and the
International Particle Accelerator Facility (IPA).

118

City Infrastructure
Darmstadt is well connected by road with the A5 autobahn to Frankfurt passing to the west and
providing a direct connection with Frankfurt to the north. The A67 and the federal highways
(Bundesstraßen) 3, 26, 42 and 449, connect the town to Würzburg to the east, Mainz to the west
and Heidelberg to the south.
Darmstadt’s public transport is part of the greater Rhine Main area network, ‘Rhein-MainVerkehrsverbund’. The main train station – Darmstadt Hauptbahnhof, is located at the western end
of the city centre, which provides a rapid connection to the remainder of Germany and Europe via
the Intercity-Express network. After Frankfurt Hauptbahnhof and Wiesbaden Hauptbahnhof,
Darmstadt Hauptbahnhof is the third largest station in the state of Hesse. It is the second busiest
station in Hesse after Frankfurt Hauptbahnhof, with 35,000 passengers and 220 trains per day.
The train network is well-developed and provides easy access to surrounding cities, including
Frankfurt, Heidelberg, Mannheim, Mainz and Aschaffenburg.
There is also a very popular S3 S-Bahn line which connects Darmstadt to Frankfurt am Main and
a number of suburban stations on the Main-Neckar Railway and two less important local rail lines,
the Rhine-Main Railway to the east and the Odenwald Railway to the east, including Darmstadt
Nord station. The city is also well served by its tram network, which extends from DarmstadtArheilgen in the north to Darmstadt-Eberstadt in the south and beyond to Seeheim-Jugenheim
and Alsbach, from Griesheim in the west to Darmstadt-Kranichstein in the northeast.
Frankfurt Rhein Main airport is situated approximately 25 km to the north and can be reached via
the A5 autobahn in approximately 15 min or via regular bus or services from Darmstadt central
station with a journey time of approximately 30 minutes.
The table below sets out a summary of selected information on Darmstadt Campus.
Address

Heinrich-Hertz-Straße 3, 5, 7, Darmstadt,
Germany Mina-Rees-Straße 4, Darmstadt,
Germany

Completion Year

2007

Committed Occupancy as at 31
March 2014 (1)

100%

Car Park Spaces

Total: 1,189
–
Main building above ground: 10
–
Main building below ground: 353
–
Car Park building (above ground): 826

Number of Floors

5 or 7 (depending on section of building).
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Gross Built Area (2)

Total Darmstadt Campus and Car Park: 67,123 sq
m Darmstadt Campus (excluding Car Park):
45,452 sq m
–
Above ground: 31,225 sq m
–
Below ground: 14,227 sq m
Car Park Building (above ground): 21,671 sq m
Total Darmstadt Campus and Car Park: 722,505
sq ft
Darmstadt Campus (excluding Car Park): 489,241
sq ft
–
Above ground: 336,103 sq ft
–
Below ground: 153,138 sq ft
Car Park Building (above ground): 233,264 sq ft

NLA

30,371 sq m
326,910 sq ft

Land Area

Total: 18,693 sq m
–
Darmstadt Campus: 14,948 sq m
–
Car Park Building: 3,745 sq m
Total: 201,210 sq ft
–
Darmstadt Campus: 160,899 sq ft
–
Car Park Building: 40,311 sq ft

Gross Rental Income for Forecast
Period 2014 ( C million)

2.7

Net Property Income for Forecast
Period 2014 ( C million)

2.8

Gross Rental Income for March 2014
( C/month)

429,672

Average Rent per sq m – Offices
( C/month) for March 2014 (3)

11.5

Independent Appraisal by Colliers as
at 31 March 2014 (C million)

Total: 74.1 - Darmstadt Campus: 64.2 - Car Park
building: 9.9

Number of Tenants as at 31 March
2014

1

Land Tenure

Freehold

WALE by NLA as at 31 March 2014
(years)

8.7

WALE by Gross Rental Income as at
31 March 2014 (years)

8.5

Notes:
(1)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of Darmstadt Campus
as at 31 March 2014.

(2)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(3)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.
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Lease Agreement
Darmstadt Campus is wholly-leased to GMG, which is a wholly-owned subsidiary of Deutsche
Telekom. The initial lease term for the office building is 15 years from 30 November 2007. The
initial lease term for the car park building is 15 years from 1 February 2007. There are three
prolongation options of five years each exercisable by the tenant for the office building. A portion
of the car park building has one prolongation option of one year followed by two prolongation
options of five years each while the remaining portion has two prolongation options of five years
each.
The rent is subject to indexation to the CPI. If the CPI changes by more than 10.0%, on a
cumulative basis assessed monthly, compared to the Base CPI, then the Gross Rental Income
shall be adjusted accordingly by the same percentage of the CPI change, immediately applicable
in the following month 1.
The lease agreement provides that, subject to certain exceptions, the tenant bears certain
maintenance and repair costs up to a limit of 3.0% of the annual net rent (without ancillary costs)
per year. The landlord bears the costs of maintenance and repair of the roof and structure and of
certain building equipment and appliances, subject to certain exceptions.
Competition
The table below sets out the details of the existing competitors of Darmstadt Campus in the office
space.
Development

Completion
Year
Q3 2014

Size
(sq m)
6,345

Rent
( C/sq m)
13.00

Robert-Bosch-Straße

2009

750

10.8011.80

Poststraße

1992

3,070

8.57

Pallaswiesenstraße

1990

4,150

7.70

Pallaswiesenstraße

1991

4,300

7.50

Hilpertstraße

Total

Comments
Proposed new development
situated near TZ Rhein Main
with suites of 800 sq m each for
let
Mainly let to Getronics, with
suites on the third and fourth
floors available for sublet
Refurbished offices, with a
recent
letting
agreed
in
November 2013
Refurbished
offices
in
a
peripheral location along main
road into city
Refurbished
offices
in
a
peripheral location along main
road into city

18,615

Source: Colliers

1

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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MÜNSTER CAMPUS
Gartenstraße 215, 217, Münster, Germany

Münster Osnabrück
International Airport (26 km)

K13

K8
Zentrum Nord
Central Station
IBM

K13 Sparda-Bank

B219
B219

Münster
Campus

Darmstadt
Campus

Zentrum Nord
Darmstadt University
of Applied Science

German State
Wella
PensionP&G
& Insurance

K6
K6

Münster City
Centre (2.5 km)

Property Description
Constructed in 2007, Münster Campus comprises two adjacent six-storey office buildings
(consisting of north and south components) with total Net Lettable Area of 27,183 sq m (292,595
sq ft) and 166 parking spaces. The property has floor plates which are of modern configuration,
and has undergone additional internal refurbishment with high quality finishing and fit-out
specification. There is also an external six-storey car park structure next to Münster North with an
additional 422 parking spaces.
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Münster Campus is fully let to a wholly-owned subsidiary of Deutsche Telekom and one of the few
high-quality office assets with such large lot size in the Münster office market.
Surrounding Infrastructure
The property is situated in Zentrum Nord, and is linked to the Münster city centre approximately
2.5 km south via the main road K13, as well as via the railway, which is accessible from the
Zentrum Nord Central Station located nearby. The Münster Osnabrück International Airport is also
located within 26 km to the northeast of the property via the highway B219.
Zentrum Nord is one of the largest office locations in Münster, and is home to a range of other
prominent companies and organisations such as International Business Machines Corporation
(IBM), Sparda-Bank, German State Pension & Insurance, as well as a diverse range of
consultancy and insurance companies.
The area is dominated by the main administration offices of large corporations or public sector
institutions, as well as commercial offices from the insurance, banking, IT, publishing and
biotechnology industries. The city has a large student population as Münster is home to many
institutions of higher education, including the University of Münster and the University of Applied
Sciences.
City Description
Münster is located in the Münsterland region of North Rhine-Westphalia approximately 44 km to
the southeast of Osnabrück, 62 km to the west of Bielefeld and 61 km to the northeast of
Dortmund. The city of Enschede in the Netherlands is situated approximately 65 km to the
northwest.
Münster is the largest city in the Münsterland region and is also widely acclaimed as a cultural
centre and university-city, with a population of 296,500 with a further 47,000 students. Apart from
the main university including the University of Münster and the University of Applied Sciences,
there are seven other higher educational institutes all of which have an impact on the composition
of the local office market.
Münster is also the capital of the local government region of Münsterland. There are also a
relatively high number of public sector tenants in the city including the main offices of German
National Pension Funds.
Greater Münster is home to many industries including public authorities, consulting companies,
insurance companies, banks, computer centres, publishing houses, advertising and design.
Münster is one of the fastest growing regional cities in North Rhine-Westphalia. The population is
expected to rise by approximately 16.8% from currently just under 297,000 to approximately
327,000 by 2025 according to the Independent Market Research Consultant. The only other cities
in North Rhine-Westphalia which are also growing are Cologne, Bonn and Düsseldorf.
City Infrastructure
Münster’s Hauptbahnhof, the central train station, is on the Wanne-Eickel-Hamburg railway. The
city is connected by InterCity trains to all other German major cities.
InterCity and eurocity trains connect Münster directly with many other destinations in Germany,
including Cologne, Stuttgart, Munich, Bremen, Hamburg and Kiel on a daily basis, as well as
abroad. European capitals such as Amsterdam, Brussels, Paris, Copenhagen and Warsaw can be
reached conveniently with just a single change.
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Regional express and regional railways offer an hourly service, linking Münster with destinations
throughout North Rhine-Westphalia, Osnabrück and Emden in Lower Saxony and Enschede in the
Netherlands. Many of these trains also stop at other stations in Münster, including the Zentrum
Nord (North Centre), Hiltrup, Albachten, Amelsbüren, Sprakel and Häger.
Münster claims to be the bicycle capital of Germany. The city maintains an extensive network for
bicycles including the popular avenue “Promenade” which encircles the Münster’s centre borough.
Motorised vehicles are banned and there are byways for pedestrians. Münster is served by the
Airport FMO, Münster-Osnabrück (Münster Osnabrück International Airport) which is located 26
km from the city centre.
The table below sets out a summary of selected information on Münster Campus.
Address

Gartenstraße 215, 217, Münster, Germany

Completion Year

2007

Committed Occupancy as at 31 March
2014 (1)

100%

Car Park Spaces

588

Number of Floors
Gross Built Area

(2)

6 (for both offices and multi-storey car park)
Total Münster Campus and Car Park: 46,148
sq m
Total Münster North (excluding Car Park):
18,404 sq m
–
Above ground: 14,395 sq m
–
Below ground: 4,009 sq m
Total Münster South (excluding Car Park):
16,337 sq m
–
Above ground: 14,395 sq m
–
Below ground: 1,942 sq m
Car Park building: 11,407 sq m
Total Münster Campus and Car Park:
496,731 sq ft
Total Münster North (excluding Car Park):
198,098 sq ft
–
Above ground: 154,946 sq ft
–
Below ground: 43,152 sq ft
Total Münster South (excluding Car
Park):175,849 sq ft
–
Above ground: 154,946 sq ft
–
Below ground: 20,903 sq ft
Car Park building: 122,784 sq ft
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NLA

Total: 27,183 sq m
–
Münster North: 13,829 sq m
–
Münster South: 13,354 sq m
Total: 292,595 sq ft
–
Münster North: 148,854 sq ft
–
Münster South: 143,741 sq ft

Land Area

Total: 18,367 sq m
–
Münster North: 11,470 sq m
–
Münster South: 6,897 sq m
Total: 197,701 sq ft
–
Münster North: 123,462 sq ft
–
Münster South: 74,239 sq ft

Gross Rental Income for Forecast Period
2014 ( C million)

1.9

Net Property Income for Forecast Period
2014 ( C million)

1.8

Gross Rental Income for March 2014
( C/month)

315,451

Average Rent per sq m – Offices
( C/month) for March 2014 (3)

11.0

Independent Appraisal by Colliers as at
31 March 2014 (C million)

Total: 50.9
–
Münster North: 28.4
–
Münster South: 22.5

Number of Tenants as at 31 March 2014

1

Land Tenure

Freehold

WALE by NLA as at 31 March 2014 (years)

5.5

WALE by Gross Rental Income as at
31 March 2014 (years)

5.7

Notes:
(1)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of Münster Campus as
at 31 March 2014.

(2)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(3)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.

Lease Agreement
Münster Campus is wholly-leased to GMG, which is a wholly-owned subsidiary of Deutsche
Telekom.
In relation to Münster North, the initial lease term is 15 years from 1 April 2007. In relation to
Münster South, the initial lease term is 10 years from 1 April 2007. Both Münster North and
Münster South have five prolongation options of 2.5 years each.
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The rent for both Münster North and Münster South is subject to indexation to the CPI. If the CPI
changes by more than 10.0%, on a cumulative basis assessed monthly, compared to the Base
CPI, then the Gross Rental Income shall be adjusted accordingly by the same percentage of the
CPI change, immediately applicable in the following month 1.
The lease agreements for both Münster North and Münster South provide that, subject to certain
exceptions, the tenant bears certain maintenance and repair costs within the Property up to a limit
of 3.0% of the annual net rent (without ancillary costs) per year. The landlord bears the costs of
maintenance and repair of the roof and structure and of certain building equipment and
appliances, subject to certain exceptions.
Competition
The table below sets out the details of the existing competitors of Münster Campus in the office
space.
Development

Completion
Year

Size
(sq m)

Rent
( C/sq m)

N/A
(Relatively
New)

340

10.50

Opposite Münster
Small office suites

Potential
development
if pre-let

3,200

8.50

Approximately 4 km southeast
of
Münster
city
centre.
Comprises the fourth office
building which will be available
12 months after a pre-let
agreement is made

PortAL 10, Albersloher
Weg

2010

1,028

9.50

In the harbour district of the city
with total floor area of 6,600 sq
m

Von Steuben, City
Centre

1993

2,831

9.90

Located in the Münster city
centre, opposite the central
railway station

Gartenstraße, Zentrum
Nord
Deilmann Park,
Loddenheide

Total

Comments
Campus.

7,399

Source: Colliers

1

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, with respect to the
Deutsche Telekom Properties with CPI hurdles of 10.0%, over a period of 95 months from the start of the lease term,
the CPI will increase by 9.9% compared to the Base CPI and no rent adjustment will have been made during this
period. When CPI increases by 10.0% compared to the Base CPI in the 96th month after the start of the lease term,
then the rent adjustment clause will apply and the Gross Rental Income will be adjusted accordingly by the same
percentage of the CPI change in the 97th month after the start of the lease term. The CPI in the 96th month after
the start of the lease term will be the new Base CPI and the cycle to determine future rent adjustments restarts from
this month.
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CONCOR PARK
Bahnhofstraße 12 and Dywidagstraße 1, Bahnhofstraße 16, 18, 20, München (borough of
Dornach), Germany

A9
BMW HQ

Munich Airport
(38 km)
(Also known as Franz Josef Strauss
International Airport)

MAN AG HQ

Munich RE HQ

A99

Ascheim-Dornach
Allianz HQ

Concor Park
Siemens HQ
Riem S-Bahn

HypoVereinsbank HQ

A94
Munich Conference and Fair Grounds

Munich City Centre
(10.5 km)

Munich City Centre
(Metropolitan Munich)

A8
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Riem Arcaden

Messe Munchen International
Conference/Exhibition Centre

Property Description
Constructed in 1978 before being fully refurbished in 2011, Concor Park is a newly refurbished
business park comprising three linked five-storey buildings with Net Lettable Area of 31,216 sq m
(336,006 sq ft), as well as a newly built multi-storey car park with 512 parking spaces. Additionally,
the property has been refurbished to a high specification and environmental standard that it has
recently received the Green Building Silver Certificate from the German Society for Sustainable
Building on 1 July 2014. It is the first redevelopment in Germany to receive such an award.
Concor Park is let to 12 tenants 1, of which the top three tenants by rental income are
ST Microelectronics, Allianz and Ebase. The tenants are from a diverse range of industries and
nationalities, and this is testament to the positive business environment and connectivity of the
city.
Surrounding Infrastructure
The property has direct access to highway A94, which leads to the Munich city centre
approximately 10.5 km towards the west. The road also links to the ring motorway A99 which leads
to a 30 minute drive to the Munich International Airport 38 km northeast of the property. There is
also the Riem S-Bahn station located immediately south of the property which provides regular
services to the city centre as well.
Concor Park’s location in the Aschheim-Dornach district is also close to the Messe Munchen
International conference/exhibition centre about 4 km towards the east, which is a significant
driver of business demand in the area.
City Description
Munich is the capital and largest city in the state of Bavaria and the third most populous city in
Germany, behind Berlin and Hamburg. The city is attractively situated in southern Bavaria, close
to the Alps. With the Isar River valley and its numerous lakes, the region offers attractive
recreation facilities in the immediate vicinity.
Munich has a population of 1.4 million and is one of the foremost business hubs in Germany and
in Europe. In 2013, it had an unemployment rate of 3.8%, considerably below the German average
of 5.3%. Due to its skill clusters and business environment, Munich is one of the top destinations
for foreign direct investment within Germany, attracting interest from US and UK investors in
particular, but also from Switzerland, France, Austria and Japan, mainly within software, IT,
financial and business services.
Munich is particularly important as Germany’s leading high-tech and media location and has a
wide variety of growth industries, consisting of both major global players and vigorous small and
medium sized businesses. Several large companies such as Siemens AG, Bayerische Motoren
Werke (BMW) AG, MAN AG, Linde and Rohde & Schwarz are headquartered in Munich.
Munich is also a well-established financial centre, being home to HypoVereinsbank, Bayerische
Landesbank, Allianz SE, Munich RE, and outranks Frankfurt in terms of number of insurance
companies headquartered. It is also one of the largest publishing hubs in Europe.

1

Including a legally binding lease that will commence on the Listing Date.
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Munich is frequently a top-ranked destination for expatriates, achieving fourth place in the Mercer
liveability rankings in 2011 and 2012. In terms of economic and social innovation, the city was
ranked 15th globally out of 289 cities and fifth in Germany by the 2010 2thinknow Innovation Cities
Index based on the analysis of 162 indicators.
Dornach is located in the Munich suburb of Aschheim on the north eastern fringes of Munich,
approximately 10.5 km from the Munich city centre. Dornach is a small suburb of some 1,200
inhabitants, part of the wider community of Aschheim with a population of 7,600 people. While it
sits in the north eastern outskirts of Munich, it is both highly accessible to Munich and Munich’s
important conference/exhibition centre Messe Munchen International. This is a significant driver
of business demand in the area and has helped to promote the development of a number of offices
as well as some hotels, varying between two and four stars. The location also benefits from nearby
access to the Riem Arcaden shopping centre.
City Infrastructure
Munich is well served both domestically and internationally by the Franz Josef Strauss
International Airport. It is the second largest in the country and used by 34 million passengers a
year. Munich is connected through several motorways to all major population centres in the
surrounding region.
In terms of public transport, Munich has both a U-Bahn and an S-Bahn as well as a comprehensive
bus and tram network, with the Munich tram system the oldest in the country, having been
established in 1876. Munich Hauptbanhof in the city centre is the main train station and the
Intercity-express connects Munich with Germany and neighbouring countries.
Dornach is served by the S-Bahn train station, Riem/Dornach, which links to the city centre and
eastern locations out to Erding. Also accessible is the metro/U-Bahn station, Messe-West, serving
the conference centre and the CBD. The town has a nearby motorway connection (A94
Munich-Riem – Neue Messe) and therefore a good connection to the ring motorway A99. It is close
to Munich’s Franz Josef Strauss International Airport which is 38 km to the north and a 30 minute
drive away.
The table below sets out a summary of selected information on Concor Park.
Address

Bahnhofstraße 12 and Dywidagstraße 1,
Bahnhofstraße 16, 18, 20, München (borough of
Dornach), Germany

Completion Year

2011 (fully refurbished from its original
construction in 1978); Carpark built in 2011

Committed Occupancy as at
31 March 2014 (1)

100%

Car Park Spaces

512

Number of Floors

5
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Gross Built Area (2)

Total Concor Park and Car Park: 42,021 sq m
Total Concor Park (excluding Car Park): 36,543
sq m
–
Above ground: 22,689 sq m
–
Below ground: 13,854 sq m
Car Park building (above ground): 5,478 sq m
Total Concor Park and Car Park: 452,310 sq ft
Total Concor Park (excluding Car Park): 393,345
sq ft
–
Above ground: 244,222 sq ft
–
Below ground: 149,123 sq ft
Car Park building (above ground): 58,965 sq ft

NLA

31,216 sq m
336,006 sq ft

Land Area

29,886 sq m
321,690 sq ft

Gross Rental Income for Forecast
Period 2014 ( C million)

2.1

Net Property Income for Forecast
Period 2014 ( C million)

2.1

Gross Rental Income for March 2014
( C/month)

326,822

Average Rent per sq m – Offices
( C/month) for March 2014 (3)

10.6

Independent Appraisal by C&W as at
31 March 2014 (C million)

59.1

Number of Tenants as at 31 March
2014 (4)

12

Land Tenure

Freehold

WALE by NLA as at 31 March 2014
(years)

5.5

WALE by Gross Rental Income as at
31 March 2014 (years)

5.9

Notes:
(1)

“Committed Occupancy” means the occupancy rate based on all current leases in respect of Concor Park as at
31 March 2014, including a legally binding lease that will commence on the Listing Date.

(2)

Gross Built Area includes all space built above and below ground, as well as external car parks.

(3)

Based on rent from office space only, excluding all other rent sources from ancillary, technical, storage and general
spaces, as well as car parks.

(4)

Includes one tenant with a legally binding lease that will commence on the Listing Date.

Top Three Tenants
The top three tenants of Concor Park in aggregate contributed 84.2% of Concor Park’s Gross
Rental Income for the month of March 2014.
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Tenant
ST Microelectronics

% of Gross
Rental Income

Trade Sector

Lease Expiry

Electronics

30 September 2018 (1)

Allianz Handwerker
Services GmbH

Facility Management

13 December 2019

Ebase

Financial

31 December 2020

33.2%

(2)

26.7%
24.3%

Top Three Tenants

84.2%

Other Tenants

15.8%

Total

100.0%

Notes:
(1)

There is one prolongation option of three years and one prolongation option of five years exercisable by the tenant.

(2)

There are two prolongation options of three years each exercisable by the tenant.

Lease Expiry Profile
The graph below illustrates the committed lease expiry profile of Concor Park by Gross Rental
Income as at 31 March 2014.
By Gross Rental Income

80%
65.5%
60%
34.5%

40%
20%
0.0%

0.0%

0.0%

0.0%

2014

2015

2016

2017

0%
2018

2019 and
beyond

The WALE by Gross Rental Income as at 31 March 2014 is 5.9 years. The table below sets out
the number of leases expiring in Concor Park for FY2014, FY2015, FY2016, FY2017, FY2018,
FY2019 and beyond (based on the leases as at 31 March 2014), including a legally binding lease
that will commence on the Listing Date.

No. of leases expiring as
at 31 March 2014

FY2014

FY2015

FY2016

FY2017

FY2018

FY2019
and
beyond

0

0

1

1

2

8

Note:
(1)

The leases expiring in FY2016 and FY2017 belong to the canteen operator Sodexo and MG AG respectively, which
did not contribute rental income in March 2014.
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Trade Sector Analysis
The charts below provide a breakdown by Gross Rental Income of Concor Park by trade sector
for the month of March 2014.
Lease Agreement

Sports Equipment
Manufacturing, 3.0%

Others, 2.4%

Financial, 51.1%

Electronics, 43.5%

Eight out of twelve lease agreements contain provisions which subject the rent to indexation to the
CPI, where if the CPI crosses a prescribed point difference hurdle (of either five or seven points,
depending on the terms of the lease agreement, i.e. if Base CPI was 100, then a five or seven
point increase would be 105 or 107 respectively) or by a prescribed percentage hurdle of 7.0% (in
the case of one lease agreement), on a cumulative basis assessed monthly, from the Base CPI,
then the Gross Rental Income would be adjusted accordingly by the same extent or percentage
of the CPI change. This would be applicable starting on either the next half-year period or the
following year, depending on the terms of the lease agreement 1.

1

For illustrative purposes, assuming CPI increases by 1.2% per annum year-on-year constantly, in the case of the
lease agreement with a prescribed CPI hurdle of 7.0% and rent adjustment applicable at the start of the following
year, over a period of 68 months from the start of the lease term, the CPI will increase by just under 7.0% compared
to the Base CPI and no rent adjustment will have been made during this period. When CPI increases by 7.1%
compared to the Base CPI in the 69th month after the start of the lease term, then the rent adjustment clause will
apply and the Gross Rental Income will be adjusted accordingly by the same percentage of the CPI change, in
January of the following year. The CPI in the aforementioned January of the following year will be the new Base CPI
and the cycle to determine future rent adjustments restarts from this month.
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Competition
The table below sets out the details of the existing competitors of Concor Park in the office space.
Development

Completion Year

Size
(sq m)

Comments

Bahnhofstraße 85609
Aschheim

Proposed project

26,177

Proposed
development

Einsteinring 1-21

2004

17,769

Less attractive
location; further from
the train and bus
stations

Einsteinring 22 – 28

2002

4,078

Less attractive
location and round
floor plate

Einsteinring 31-39

2003

1,208

Floor plate suitable
for smaller tenants

Einsteinring 4-12

1997

16,252

Older building in
less attractive
location

Heisenbergbogen
1+3,Karl-Hammerschmidt-Straße 50
Humboldtstraße 8

1995

8,741

Older building in
less attractive
location

Heisenbergbogen 2-4
Karl-Hammer-schmidtStraße 50
Humboldtstraße 8

1999

6,935

Older building in
less attractive
location

Karl-HammerschmidtStraße 32-42

2001

8,760

Problematic floor
plate for large
tenants; far from
train stations

Max-Planck-Straße 3

1999

1,950

Older building in
less attractive
location

Max-Planck-Straße 8

1993

970

Otto-Hahn-Straße 20

2003

1,291

Total

94,131

Source: C&W
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Older building in a
less attractive
location; far from
train stations
Small units are
available

INSURANCE
The Properties have insurance coverage that the Manager believes is consistent with industry
practice in the respective jurisdictions where the Properties are located. The coverage includes
fire accident, property damage, terrorism, business interruption and public liability (including
personal injury). There are no significant or unusual excess or deductible payments required
under such policies. All insurance contracts undergo a competitive bid process and insurance
brokers are retained to identify requirements, create specifications and evaluate bids with a view
to determining the most appropriate coverage and pricing.
There are, however, certain types of risks that are not covered by such insurance policies,
including acts of war.
LEGAL PROCEEDINGS
Neither of IREIT nor the Manager is currently involved in any material litigation nor, to the best of
the Manager’s knowledge, in any material litigation currently contemplated or threatened against
IREIT or the Manager.
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THE MANAGER AND CORPORATE GOVERNANCE
THE MANAGER OF IREIT
The Manager, IREIT Global Group Pte. Ltd., was incorporated in Singapore under the Companies
Act on 22 November 2013. It has an issued and paid-up capital of S$1,500,000. Its registered
office is located at 158 Cecil Street #11-01, Singapore 069545, and its telephone number is
+65 6808 1596. The Manager is currently 35.0% owned by IREIT Global Management and 65.0%
owned by Summit 1.
The Manager has been issued a CMS Licence by the MAS pursuant to the SFA on 1 August 2014.
Management Reporting Structure

Board of Directors
Mr Lim Kok Min (John) (Chairman and Independent Non-Executive Director)
Mr Tan Wee Peng Kelvin (Independent Non-Executive Director and
Chairman of Audit and Risk Committee)
Mr Nir Ellenbogen (Independent Non-Executive Director)
Mr Tong Jinquan (Non-Executive Director)
Mr Itzhak Sella (Executive Director and Chief Executive Officer)

Chief Executive Officer
Mr Itzhak Sella

1

Chief Investment Officer
and Asset Manager

Chief Financial Officer and
Head of Investor Relations

Ms Jeremy Adina Bard
Cooper

Mr Choo Boon Poh

IREIT Global Management and Mr Lim Chap Huat have entered into a conditional share sale and purchase
agreement dated 29 July 2014, pursuant to which IREIT Global Management has agreed to transfer 19.0% of the
total issued share capital of the Manager to LCH SPV, provided that Mr Lim Chap Huat and/or any entity which is
wholly-owned by Mr Lim Chap Huat holds at least 19.0% of the total number of issued Units immediately after the
Offering. The completion of the share sale and purchase is expected to take place on the LCH SPA Completion Date.
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Board of Directors of the Manager
The Board is entrusted with the responsibility for the overall management of the Manager. The
following table sets forth certain information regarding the directors of the Manager:
Name

Age

Address

Position

Mr Lim Kok Min (John)

73

158 Cecil Street #11-01
Singapore 069545

Chairman and
Independent
Non-Executive Director

Mr Tan Wee Peng Kelvin

49

158 Cecil Street #11-01
Singapore 069545

Independent
Non-Executive Director
and Chairman of Audit
and Risk Committee

Mr Nir Ellenbogen

53

158 Cecil Street #11-01
Singapore 069545

Independent
Non-Executive Director

Mr Tong Jinquan

59

158 Cecil Street #11-01
Singapore 069545

Non-Executive Director

Mr Itzhak Sella

54

158 Cecil Street #11-01
Singapore 069545

Chief Executive Officer
and Executive Director

Save for Mr Nir Ellenbogen and Mr Tong Jinquan, for whom appropriate arrangements have been
made to orientate them in acting as a director of a manager of a public-listed REIT, each of the
directors of the Manager has served as a director of a public-listed company and/or manager of
a public-listed REIT. The Board collectively has the appropriate experience to act as the directors
of the Manager and is familiar with the rules and responsibilities of a director of a public-listed
company and/or manager of a public-listed REIT.
Save as disclosed in this Prospectus, none of the directors of the Manager are related to one
another, any substantial shareholder of the Manager or any Substantial Unitholder (as defined
herein).
None of the independent directors of the Board sits on the boards of the principal subsidiaries of
IREIT that are based in jurisdictions other than in Singapore. Each of the Independent Directors
of the Manager confirms that they are able to devote sufficient time to discharge their duties as
an Independent Director of the Manager.
Mr Lim Chap Huat (through LCH SPV) shall have a right, exercisable after the Listing Date, to
nominate one non-executive director on the board of the Manager. In relation to this appointment,
such appointment will only take place following the approval of the MAS.
Experience and Expertise of the Board of Directors of the Manager
Information on the business and working experience of the directors of the Manager is set out
below:
Mr Lim Kok Min (John) is the Chairman and an Independent Non-Executive Director of the
Manager.
Mr Lim has more than 45 years of private and public sector experience. From 2004 to 2010, he
was President and Deputy Group Chairman of LMA International N.V., a global medical device
company. From 1997 to 2000, he was Group Managing Director of Pan United Corporation Ltd, a
diversified marine and building materials group listed on the SGX-ST. From 1993 to 1997, he also

136

served as Group Managing Director of JC-MPH Ltd, a diversified retail and industrial group. Prior
to that from 1981 to 1993, he was with Cold Storage Holdings Ltd, where his last held position was
Chief Executive Officer.
Mr Lim currently sits on the boards of several private and public listed companies, including
Boustead Singapore Limited and Silverlake Axis Ltd which are listed on the SGX-ST. He is also
the lead independent director of Forterra Real Estate Pte Ltd, the trustee-manager of Forterra
Trust, which is a listed business trust on the SGX-ST. Mr Lim was also the immediate past
Chairman of the Singapore Institute of Directors and the Building and Construction Authority. He
was awarded the Public Service Medal by the President of Singapore in 2006.
Mr Lim graduated from the University of Malaya with a Bachelor of Economics (Honours).
Mr Tan Wee Peng Kelvin is an Independent Non-Executive Director of the Manager and
Chairman of the Audit and Risk Committee of the Manager.
Mr Tan has more than 20 years of professional experience in the private and public sector. He is
currently the Managing Director of a private investment vehicle, GBE Holdings Pte Ltd, a position
which he has held since 2008.
Prior to this, Mr Tan held senior management positions, including the position of President of
AETOS Security Pte Ltd from 2004 to 2008 and Global Head of Business Development of PSA
International from 2003 to 2004. From 1996 to 2003, Mr Tan was with Temasek Holdings, where
his last held position was as Managing Director of its Private Equity Funds Investment Unit.
Mr Tan is a member of the Singapore Institute of Directors and the Institute of Singapore
Chartered Accountants. He sits on the boards of WE Holdings Ltd and Viking Offshore and Marine
Ltd, which are listed on the SGX-ST. Mr Tan holds a Bachelor of Accountancy (First Class
Honours) from the National University of Singapore and a Master of Business Administration from
the same university.
Mr Nir Ellenbogen is an Independent Non-Executive Director of the Manager.
Mr Ellenbogen has more than 13 years of experience in the medical and research and
development industries. Since 2009, Mr Ellenbogen has been the Chief Executive Officer of
CeePro Pte Ltd, a medical devices manufacturer, and the Senior Vice President of Eye-Lens Pte
Ltd, a medical devices distributor. He is also the Managing Director of FocalPoint Asia, a sole
proprietorship providing medical consultancy services.
Prior to this, from 2000 to 2009, Mr Ellenbogen held various senior management positions with
NeuroVision, a medical devices manufacturer specialising in a visual learning programme,
including Vice President R&D and Chief Operating Officer and his last held position was Chief
Executive Officer.
Mr Ellenbogen graduated from The Technion – Israel Institute of Technology with a Bachelor of
Science and a Master of Business Administration from Tel Aviv University.
Mr Tong Jinquan is a Non-Executive Director of the Manager.
Mr Tong has over 20 years of experience in property investment, property development and
property management in the People’s Republic of China. He is the founder and Chairman of the
Summit Group and the Chairman of Summit Property Development Co., Ltd. Having established
Summit Group in 1994, Mr Tong has been responsible for overseeing the growth of Summit Group
which, as at 31 December 2013, had total assets of RMB64.9 billion. Mr Tong’s experience
through Summit Group encompasses industrial, commercial and residential investment,
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investment management, trading, property development, hotel management, property
management, business consultancy, convention and exhibition services, goods export and
technology import, software services and maintenance of office equipment. Summit Group holds
and operates a total of 943,800 sq m of commercial properties in Shanghai. These include two
five-star and four four-star hotels, with a total of 4,500 hotel rooms, including Rayfront Hotel and
Apartment, Longement Hotel and Rayfront Hotel – Nanpu, six serviced apartments, four office
buildings and one shopping mall, Cloud Nine Shopping Mall. Summit Group also owns a total of
7.15 million sq m of properties outside Shanghai, comprising one project of approximately
4 million sq m in Shenyang, four projects of approximately 1 million sq m in Chengdu and one
project of approximately 600,000 sq m in Anshan City.
Mr Tong also holds an indirect interest in the manager of Viva Industrial Real Estate Investment
Trust and the trustee-manager of Viva Industrial Business Trust, which are responsible for
managing Viva Industrial Trust, a stapled group listed on the SGX-ST in November 2013.
Mr Itzhak Sella is the Chief Executive Officer and an Executive Director of the Manager.
Mr Sella has more than 25 years of international real estate experience, including establishing a
REIT in Israel. He has been involved in over US$2 billion worth of real estate acquisitions. Mr Sella
was instrumental in the development of the REIT market and framework in Israel, while serving as
the Managing Director of Steer Up Investments Ltd. This included supporting the introduction of
REIT legislation in Israel in 2006 and creating the relevant financial models and advising Israeli
government officials on legal and tax implications of the REIT structure.
From 2004 to 2006, as the Managing Director of Steer Up Investments Ltd, Mr Sella oversaw the
acquisition of Aspen Building Ltd., Aspen Properties (1990) Ltd. and Aspen Real Estate Ltd. (the
“Aspen Group”), a public real estate group with properties in Israel and Europe, including
logistics, retail and office properties in Germany, Switzerland and the Netherlands.
In November 2006, Mr Sella founded Sella Capital Investments Ltd as the REIT manager for Sella
Capital Real Estate Ltd, an Israel-based REIT with a market capitalisation of Israeli Shekel 548.5
million (which is equivalent to S$198.6 million) as at the Latest Practicable Date. He was
responsible for bringing in partners and investors from the Israel capital markets to purchase the
initial real estate portfolio in Israel, comprising office and logistics properties. In 2008, despite the
global financial crisis, he led Sella Capital Real Estate Ltd through a successful initial public
offering on the Tel Aviv Stock Exchange. Under his management, Sella Capital Real Estate Ltd
tripled its growth in real estate acquisitions within three years.
Mr Sella left the direct management of Sella Capital Investments Ltd in 2011 and continues to be
a non-executive director.
Mr Sella has been involved in the Israeli and European real estate market since 1994. From 1996
to 2004, he was Executive Vice-President of Sales and Marketing of Amot Investments Ltd, one
of the largest real estate holding companies in Israel and which is listed on the Tel Aviv Stock
Exchange.
Mr Sella started his real estate career in the United States in 1988, where he was certified as a
Real Estate Agent by the Maryland Association of Realtors and in 1990 as a Maryland Board
certified Broker. He also served as an external advisor to a private REIT in the Washington, D.C.
area in the United States.
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List of Present and Past Principal Directorships of Directors
A list of the present and past directorships of each director of the Manager over the last five years
preceding the Latest Practicable Date is set out in Appendix H, “List of Present and Past Principal
Directorships of Directors and Executive Officers”.
Roles of the Board of Directors
The key roles of the Board are to:
•

guide the corporate strategy and directions of the Manager;

•

ensure that senior management discharges business leadership and demonstrates the
highest quality of management skills with integrity and enterprise; and

•

oversee the proper conduct of the Manager.

The Board comprises five directors. The audit and risk committee of the Board (the “Audit and
Risk Committee”) comprises Mr Tan Wee Peng Kelvin, Mr Lim Kok Min (John), and Mr Nir
Ellenbogen. Mr Tan Wee Peng Kelvin will assume the position of Chairman of the Audit and Risk
Committee.
The Board shall meet to review the key activities and business strategies of the Manager. The
Board intends to meet regularly, at least once every quarter, to deliberate the strategies of IREIT,
including acquisitions and divestments, funding and hedging activities, approval of the annual
budget and review of the performance of IREIT. The Board or the relevant board committee will
also review IREIT’s key financial risk areas and the outcome of such reviews will be disclosed in
the annual report or where the findings are material, immediately announced via SGXNET.
Each director of the Manager has been appointed on the basis of his professional experience and
ability to contribute to the proper guidance of IREIT.
The Board will have in place a set of internal controls which sets out approval limits for operational
and capital expenditures, investments and divestments, bank borrowings and cheque signatory
arrangements. In addition, sub-limits are also delegated to various management levels to facilitate
operational efficiency.
Taking into account the fact that IREIT was constituted as a private trust only on 1 November 2013
and will only acquire its portfolio on the Listing Date, the Board, in concurrence with the Audit and
Risk Committee, is of the opinion that the internal controls as are further described in:
•

“The Manager and Corporate Governance – The Manager of IREIT – Board of Directors of
the Manager – Roles of the Board of Directors”;

•

“The Manager and Corporate Governance – Corporate Governance of the Manager – Board
of Directors of the Manager”;

•

“The Manager and Corporate Governance – Corporate Governance of the Manager – Audit
and Risk Committee”;

•

“The Manager and Corporate Governance – Corporate Governance of the Manager –
Compliance Officer”;

•

“The Manager and Corporate Governance – Corporate Governance of the Manager –
Dealings in Units”;
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•

“The Manager and Corporate Governance – Corporate Governance of the Manager –
Management of Business Risk”;

•

“The Manager and Corporate Governance – Corporate Governance of the Manager –
Potential Conflicts of Interest”;

•

“The Manager and Corporate Governance – Related Party Transactions – The Manager’s
Internal Control System”;

•

“The Manager and Corporate Governance – Related Party Transactions – Role of the Audit
and Risk Committee for Related Party Transactions”;

•

“The Manager and Corporate Governance – Related Party Transactions – Related Party
Transactions in Connection with the Setting Up of IREIT and the Offering”;

•

“The Manager and Corporate Governance – Related Party Transactions – Exempted
Agreements”; and

•

“The Manager and Corporate Governance – Related Party Transactions – Future Related
Party Transactions”,

will be adequate in addressing financial, operational and compliance risks faced by IREIT.
The members of the Audit and Risk Committee will monitor changes to regulations and accounting
standards closely. To keep pace with regulatory changes, where these changes have an important
bearing on the Manager’s or its directors’ disclosure obligations, the directors of the Manager will
be briefed either during Board meetings or at specially convened sessions involving relevant
professionals.
Management will also provide the Board with complete and adequate information in a timely
manner through regular updates on financial results, market trends and business developments.
At least one-third of the directors of the Manager are non-executive and independent. This
enables the management to benefit from their external, diverse and objective perspective on
issues that are brought before the Board. It would also enable the Board to interact and work with
the management through a robust exchange of ideas and views to help shape the strategic
process. This, together with a clear separation of the roles of the Chairman and the Chief
Executive Officer, provide a healthy professional relationship between the Board and the
management, with clarity of roles and robust oversight as they deliberate on the business
activities of the Manager.
The positions of Chairman of the Board and Chief Executive Officer are separately held by two
persons in order to maintain an effective check and balance. The Chairman of the Board is Mr Lim
Kok Min (John), while the Chief Executive Officer is Mr Itzhak Sella.
There is a clear separation of the roles and responsibilities between the Chairman and the Chief
Executive Officer of the Manager. The Chairman is responsible for the overall management of the
Board as well as ensuring that the members of the Board and the management work together with
integrity and competency, and that the Board engages the management in constructive debate on
strategy, business operations, enterprise risk and other plans. The Chief Executive Officer has full
executive responsibilities over the business directions and operational decisions in the day-to-day
management of the Manager.
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The Board has separate and independent access to senior management and the company
secretary(s) at all times. The company secretary(s) attends to corporate secretarial administration
matters and attends all Board meetings. The Board also has access to independent professional
advice where appropriate and when requested.
Executive Officers of the Manager
The executive officers of the Manager are entrusted with the responsibility for the daily operations
of the Manager. The following table sets forth information regarding the executive officers of the
Manager:
Name

Age

Address

Position

Mr Itzhak Sella

54

158 Cecil Street #11-01
Singapore 069545

Chief Executive Officer
and Executive Director

Ms Jeremy Adina Bard
Cooper

52

158 Cecil Street #11-01
Singapore 069545

Chief Investment Officer
and Asset Manager

Mr Choo Boon Poh

43

158 Cecil Street #11-01
Singapore 069545

Chief Financial Officer and
Head of Investor
Relations

Experience and Expertise of the Executive Officers of the Manager
Information on the working experience of the executive officers of the Manager is set out below:
Mr Itzhak Sella is both an Executive Director and the Chief Executive Officer of the Manager.
Details of his working experience are set out in the section “The Manager and Corporate
Governance – The Manager of IREIT – Board of Directors of the Manager – Experience and
Expertise of the Board of Directors of the Manager”.
Ms Jeremy Adina Bard Cooper is the Chief Investment Officer and Asset Manager of the
Manager. Ms Cooper has more than 24 years of experience in the real estate industry and various
related sectors and has been involved in over C1 billion of real estate acquisitions in Europe. Prior
to joining the Manager, from 2011, she has been involved in the establishment of IREIT Global
Management as Chief Executive Officer Europe, where she was responsible for sourcing
properties for acquisition by IREIT and identified the IPO Portfolio. She was also responsible for
establishing the European infrastructure for the Manager including identifying potential business
partners and advisors, including LEOFF Asset Management GmbH, the Property Manager. From
2008 to 2013, she was the Chief Executive Officer of the International Institute of Real Estate
Valuation (A.C.) Ltd, an international real estate valuation and investment advisory firm, where
some of her responsibilities included serving as advisor to the Israel Securities Authority regarding
international real estate valuation. From 2008 to 2010, she was also a member of the European
Board of Colliers International. From 1995 to 2010, she served as Managing Director and Partner
of Natam Colliers International, where she was responsible for managing the corporate
consulting, investment advisory, and research and valuation departments. Prior to that, from 1989
to 1995, she was a real estate broker with Natam Properties. While the International Institute of
Real Estate Valuation (A.C.) Ltd, Natam Colliers International and Natam Properties are
Israeli-based companies, Ms Cooper was responsible for their international activities and worked
in Europe as a significant part of her business responsibilities, including experience in the UK, the
Netherlands, Germany, Czech Republic, Slovakia, Poland, Hungary, Kazakhstan, Russia, France,
Cyprus and Turkey.
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Ms Cooper holds a Bachelor’s degree with a major in History (specialising in Modern European
Economic and Intellectual History) and with studies in Economics from the University of California,
Berkeley and a Diploma in Valuation and Real Estate Management from The Technion – Israel
Institute of Technology. She is a Member of the Royal Institution of Chartered Surveyors and a
member of the Royal Institution of Chartered Surveyors Registered Valuer Scheme. She has also
obtained a certification in real estate law and consulting for real estate professionals from the
University of Tel Aviv Law School.
Mr Choo Boon Poh is the Chief Financial Officer and Head of Investor Relations of the Manager.
Mr Choo has more than 15 years of experience in audit, banking and corporate finance-related
work. Since 2011, Mr Choo has been providing business consultancy services. From 1998 to
2009, Mr Choo was with BNP Paribas Capital (Singapore) Ltd. where his last held position was
Director, Corporate Finance, South East Asia. As a senior member of the corporate finance
origination and execution team covering South East Asia, Mr Choo successfully completed
numerous domestic and cross-border mergers and acquisitions, equity capital markets and
general corporate advisory transactions. In particular, he was focused on the real estate sector
and REIT transactions, including the execution of several initial public offerings of REITs in
Singapore. From 1994 to 1998, Mr Choo was a supervisor with Price Waterhouse (now known as
PricewaterhouseCoopers) in Singapore, where he led the financial audits of several high profile
corporations and public listed companies. At PricewaterhouseCoopers, he was also involved in
transactions services including operational audits, due diligence reviews and special assignments
for various corporates.
Mr Choo graduated from Nanyang Technological University with a Bachelor of Accountancy (First
Class Honours) in 1994. He is both a Chartered Accountant of Singapore and is a CFA Charter
Holder.
After making all reasonable enquiries, and to the best of their knowledge and belief, nothing has
come to the attention of the members of the Audit and Risk Committee to cause them to believe
that Mr Choo does not have the competence, character and integrity expected of a Chief Financial
Officer of the Manager. The Audit and Risk Committee is of the opinion that Mr Choo is suitable
as the Chief Financial Officer on the basis of his qualifications and relevant past experience. The
Audit and Risk Committee considered that Mr Choo has strong accounting experience and
credentials, graduating with First Class Honours in Accountancy from Nanyang Technological
University and is both a Chartered Accountant of Singapore and a CFA Charter Holder. His finance
and accounting experience also encompassed four years with Price Waterhouse (now known as
PricewaterhouseCoopers) where he led the financial audits of public listed companies and
11 years with BNP Paribas Capital (Singapore) Ltd., with a particular focus on the real estate
sector and REIT transactions. Mr Choo confirms that he is familiar with the finance and accounting
functions and internal control systems of IREIT.
List of Present and Past Principal Directorships of Executive Officers
A list of the present and past directorships of each executive officer of the Manager over the last
five years preceding the Latest Practicable Date is set out in Appendix H, “List of Present and Past
Principal Directorships of Directors and Executive Officers”.
Roles of the Executive Officers of the Manager
The Chief Executive Officer of the Manager will work with the Board to determine the strategy
for IREIT. The Chief Executive Officer will also work with the other members of the management
team to ensure that IREIT operates in accordance with the Manager’s stated investment strategy.
Additionally, the Chief Executive Officer will be responsible for planning the future strategic
development of IREIT. The Chief Executive Officer is also responsible for strategic planning, the
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overall day-to-day management and operations of IREIT and working with the Manager’s
investment, asset management, financial and legal and compliance personnel in meeting the
strategic, investment and operational objectives of IREIT.
The Chief Investment Officer and Asset Manager is in charge of both the investment team and
asset management team of the Manager.
The investment team of the Manager is responsible for identifying, researching and evaluating
potential acquisitions and related investments with a view to enhancing IREIT’s portfolio, or
divestments where a property is no longer strategic, fails to enhance the value of IREIT’s portfolio
or fails to be yield accretive. In order to support these various initiatives, the investment team
develops financial models to test the financial impact of different courses of action.
The asset management team of the Manager is responsible for formulating the business plans in
relation to IREIT’s properties with short, medium and long-term objectives, and with a view to
maximising the rental income of IREIT. The Chief Investment Officer and Asset Manager will
ensure that the asset managers work closely with the Property Manager to implement IREIT’s
strategies to maximise the income generation potential and minimise the expense base of the
properties without compromising their marketability. The asset management team led by the Chief
Investment Officer and Asset Manager focuses on the operations of IREIT’s properties, the
implementation of the short to medium-term objectives of IREIT’s portfolio and supervise the
Property Manager in the implementation of IREIT’s property-related strategies including analysing
and recommending asset enhancement initiatives.
The Chief Financial Officer of the Manager will work with the Chief Executive Officer and the
other members of the management team to formulate strategic plans for IREIT in accordance with
the Manager’s stated investment strategy. The Chief Financial Officer will be responsible for
applying the appropriate capital management strategy, including tax and treasury matters, as well
as finance and accounting matters, overseeing implementation of IREIT’s short and medium-term
business plans, fund management activities and financial condition.
The Head of Investor Relations is responsible for facilitating communications and liaising with
the Unitholders. This includes producing annual reports to the Unitholders and ensuring
compliance by IREIT with the reporting requirements under the Listing Manual and the law. The
Head of Investor Relations will be responsible for maintaining continuous disclosure and
transparent communications with the Unitholders and the market.
Roles and Responsibilities of the Manager
The Manager has general powers of management over the assets of IREIT. The Manager’s main
responsibility is to manage IREIT’s assets and liabilities for the benefit of Unitholders.
The Manager will set the strategic direction of IREIT and give recommendations to the Trustee on
the acquisition, divestment and/or enhancement of assets of IREIT in accordance with its stated
investment strategy.
The Manager has covenanted in the Trust Deed to use its best endeavours to:
•

carry on and conduct its business in a proper and efficient manner;

•

ensure that IREIT’s operations are carried on and conducted in a proper and efficient
manner; and

•

conduct all transactions with or for IREIT on an arm’s length basis and on normal commercial
terms.
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The Manager will prepare property plans on a regular basis, which may contain proposals and
forecasts on Gross Revenue, capital expenditure, sales and valuations, explanations of major
variances to previous forecasts, written commentary on key issues and any relevant assumptions.
The purpose of these plans is to explain the performance of IREIT’s properties.
The Manager will also be responsible for ensuring compliance with the applicable provisions of the
SFA and all other relevant legislation, the Listing Manual, the CIS Code (including the Property
Funds Appendix), the Take-over Code, the Trust Deed, the CMS Licence, any tax ruling and all
relevant contracts. The Manager will be responsible for all regular communications with
Unitholders.
The Manager may require the Trustee to borrow on behalf of IREIT (upon such terms and
conditions as the Manager deems fit, including the charging or mortgaging of all or any part of the
Deposited Property) whenever the Manager considers, among others, that such borrowings are
necessary or desirable in order to enable IREIT to meet any liabilities or to finance the acquisition
of any property. However, the Manager must not direct the Trustee to incur a borrowing if to do so
would mean that IREIT’s total borrowings and deferred payments will exceed the limit stipulated
by the MAS based on the value of its Deposited Property at the time the borrowing is incurred,
taking into account deferred payments (including deferred payments for assets whether to be
settled in cash or in Units).
In the absence of fraud, gross negligence, wilful default or breach of the Trust Deed by the
Manager, it shall not incur any liability by reason of any error of law or any matter or thing done
or suffered to be done or omitted to be done by it in good faith under the Trust Deed. In addition,
the Manager shall be entitled, for the purpose of indemnity against any actions, costs, claims,
damages, expenses or demands to which it may be put as Manager, to have recourse to the
Deposited Property or any part thereof save where such action, cost, claim, damage, expense or
demand is occasioned by the fraud, gross negligence, wilful default or breach of the Trust Deed
by the Manager.
The Manager may, in managing IREIT and in carrying out and performing its duties and obligations
under the Trust Deed, with the written consent of the Trustee, appoint such person to exercise any
or all of its powers and discretions and to perform all or any of its obligations under the Trust Deed,
provided always that the Manager shall be liable for all acts and omissions of such persons as if
such acts and omissions were its own.
Fees Payable to the Manager
Management Fee
The Manager is entitled under the Trust Deed to the following management fee:
•

a Base Fee at the rate of 10.0% per annum of IREIT’s Annual Distributable Income
(calculated before accounting for the Base Fee and the Performance Fee); and

•

a Performance Fee equal to the rate of 25.0% of the difference in DPU in a financial year with
the DPU in the preceding financial year (calculated before accounting for the Performance
Fee but after accounting for the Base Fee in each financial year) multiplied by the weighted
average number of Units in issue for such financial year.

The Performance Fee is payable if the DPU in any financial year exceeds the DPU in the
preceding financial year, notwithstanding that the DPU in the financial year where the
Performance Fee is payable may be less than the DPU in any preceding financial year.
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The Manager may elect to receive the Base Fee and Performance Fee in the form of cash and/or
Units (as the Manager may elect), in such proportions as may be determined by the Manager. For
Forecast Period 2014, Projection Year 2015 and Projection Year 2016, the Manager has elected
to receive 100.0% of the Base Fee and 100.0% of the Performance Fee in the form of Units.
Any increase in the rate or any change in the structure of the Management Fee must be approved
by an Extraordinary Resolution passed at a meeting of Unitholders duly convened and held in
accordance with the provisions of the Trust Deed. For the avoidance of doubt, the Manager’s
change in its election to receive cash or Units or a combination of cash and Units is not considered
as a change in structure of the Management Fee.
Acquisition Fee and Divestment Fee
The Manager is also entitled to:
•

•

an Acquisition Fee of 1.0% of each of the following as is applicable (subject to there being
no double-counting):
–

the acquisition price of any real estate purchased, whether directly or indirectly through
one or more SPVs, by IREIT (plus any other payments 1 in addition to the acquisition
price made by IREIT or its SPVs to the vendor in connection with the purchase of the
real estate) (pro-rated, if applicable, to the proportion of IREIT’s interest);

–

the underlying value 2 of any real estate which is taken into account when computing the
acquisition price payable for the equity interests of any vehicle holding directly or
indirectly the real estate purchased by IREIT, whether directly or indirectly through one
or more SPVs (plus any additional payments made by IREIT or its SPVs to the vendor
in connection with the purchase of such equity interests) (pro-rated, if applicable, to the
proportion of IREIT’s interest); or

–

the acquisition price of any investment purchased by IREIT, whether directly or
indirectly through one or more SPVs, in any debt securities of any property corporation
or other SPV owning or acquiring real estate or any debt securities which are secured
whether directly or indirectly by the rental income from real estate; and

a Divestment Fee equivalent to 0.5% of each of the following as is applicable (subject to
there being no double-counting):
–

the sale price of any real estate sold or divested, whether directly or indirectly through
one or more SPVs, by IREIT (plus any other payments 3 in addition to the sale price
received by IREIT or its SPVs from the purchaser in connection with the sale or
divestment of the real estate) (pro-rated, if applicable, to the proportion of IREIT’s
interest);

1

“Other payments” refer to additional payments to the vendor of the asset, for example, where the vendor has
already made certain payments for enhancements to the asset, and the value of the asset enhancements is not
reflected in the acquisition price as the asset enhancements are not completed, but “other payments” do not include
stamp duty or other payments to third party agents and brokers.

2

For example, if IREIT acquires an SPV which holds real estate, the underlying value would be the value of the real
estate derived from the amount of equity paid by IREIT as the purchase price and any debt of the SPV.

3

“Other payments” refer to additional payments to IREIT or its SPVs for the sale of the asset, for example, where
IREIT or its SPVs have already made certain payments for enhancements to the asset, and the value of the asset
enhancements is not reflected in the sale price as the asset enhancements are not completed, but “other payments”
do not include stamp duty or other payments to third party agents and brokers.
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–

the underlying value 1 of any real estate which is taken into account when computing the
sale price for the equity interests in any vehicle holding directly or indirectly the real
estate, sold or divested, whether directly or indirectly through one or more SPVs, by
IREIT (plus any additional payments received by IREIT or its SPVs from the purchaser
in connection with the sale or divestment of such equity interests) (pro-rated, if
applicable, to the proportion of IREIT’s interest); or

–

the sale price of any investment sold or divested by IREIT, whether directly or indirectly
through one or more SPVs, in any debt securities of any property corporation or other
SPV owning or acquiring real estate or any debt securities which are secured whether
directly or indirectly by the rental income from real estate.

For the avoidance of doubt, the acquisition price, or as the case may be, the acquisition value,
shall take into account any completion or other price or value adjustment to be made
post-completion.
For the avoidance of doubt, the sale price, or as the case may be, the sale value, shall take into
account any completion or other price or value adjustment to be made post-completion.
The Manager will receive an Acquisition Fee for the acquisition of the Properties in the IPO
Portfolio, comprising 1.0% of the aggregate purchase price of the Properties, being C2.8 million
(S$4.7 million). The Acquisition Fee for the IPO Portfolio will be payable in cash.
In accordance with the Property Funds Appendix, where the Manager receives a percentagebased fee when IREIT acquires real estate from an interested party, or disposes of real estate to
an interested party, the Acquisition Fee or, as the case may be, the Divestment Fee should be in
the form of Units issued at prevailing market price(s), such Units not to be sold within one year
from the date of issuance.
Any payment to third party agents or brokers in connection with the acquisition or divestment of
any real estate of IREIT shall be paid by the Manager to such persons out of the Deposited
Property of IREIT or the assets of the relevant SPV, and not out of the Acquisition Fee or the
Divestment Fee received or to be received by the Manager.
The Acquisition Fee and Divestment Fee are payable to the Manager in the form of cash and/or
Units (as the Manager may elect), in such proportions as may be determined by the Manager, at
the then prevailing market price(s) provided that in respect of any acquisition and sale or
divestment of real estate assets from/to interested parties, such a fee should be in the form of
Units issued by IREIT at prevailing market price(s). Such Units should not be sold within one year
from the date of their issuance.
Any increase in the maximum permitted level of the Manager’s Acquisition fee or Divestment fee
must be approved by an Extraordinary Resolution passed at a meeting of Unitholders duly
convened and held in accordance with the provisions of the Trust Deed.
Development Management Fee
The Manager is entitled to receive a Development Management Fee equivalent to 3.0% of the
Total Project Costs incurred in a Development Project undertaken by the Manager on behalf of
IREIT.

1

For example, if IREIT sells or divests an SPV which holds real estate, the underlying value would be the value of
the real estate derived from the amount of equity paid by IREIT as the sale price and any debt of the SPV.
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“Total Project Costs” means the sum of the following:
•

construction cost based on the project final account prepared by the project quantity
surveyor or issued by the appointed contractor;

•

principal consultants’ fees, including payments to the project’s architect, civil and structural
engineer, mechanical and electrical engineer, quantity surveyor and project manager;

•

the costs of obtaining all approvals for the project;

•

site staff costs;

•

interest costs on borrowings used to finance project cashflows that are capitalised to the
project in line with International Financial Reporting Standards; and

•

any other costs including contingency expenses which meet the definition of Total Project
Costs and can be capitalised to the project in accordance with International Financial
Reporting Standards.

IREIT will only undertake development activities within the limits of the Property Funds Appendix
(which currently allows a REIT to commit no more than 10.0% of its deposited property to
development and investments in uncompleted property developments).
“Development Project”, in relation to IREIT, means a project involving the development of land,
or buildings, or part(s) thereof on land which is acquired, held or leased by IREIT, provided always
that the Property Funds Appendix shall be complied with for the purposes of such development,
but does not include refurbishment, retrofitting and renovations.
When the estimated total project costs are greater than S$100.0 million, the Trustee and the
Manager’s independent directors will first review and approve the quantum of the Development
Management Fee, whereupon the Manager may be directed to reduce the Development
Management Fee. Further, in cases where the market pricing for comparable services is, in the
Manager’s view, materially lower than the Development Management Fee, the Manager will have
the discretion to accept a Development Management Fee which is less than 3.0% of the Total
Project Costs incurred in a Development Project undertaken by the Manager on behalf of IREIT.
The Development Management Fee is payable to the Manager in the form of cash and/or Units (as
the Manager may elect), in such proportions as may be determined by the Manager.
Any increase in the percentage of the Development Management Fee or any change in the
structure of the Development Management Fee must be approved by an Extraordinary Resolution
passed at a meeting of Unitholders duly convened and held in accordance with the provisions of
the Trust Deed.
Retirement or Removal of the Manager
The Manager shall have the power to retire in favour of a corporation recommended by the
Manager and approved by the Trustee to act as the manager of IREIT.
Also, the Manager may be removed by notice given in writing by the Trustee if:
•

the Manager goes into liquidation (except a voluntary liquidation for the purpose of
reconstruction or amalgamation upon terms previously approved in writing by the Trustee) or
if a receiver is appointed over its assets or a judicial manager is appointed in respect of the
Manager;

•

the Manager ceases to carry on business;
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•

the Manager fails or neglects after reasonable notice from the Trustee to carry out or satisfy
any material obligation imposed on the Manager by the Trust Deed;

•

the Unitholders by an Ordinary Resolution (as defined herein) duly proposed and passed by
Unitholders present and voting at a meeting of Unitholders convened in accordance with the
Trust Deed, with no Unitholder (including the Manager and its Related Parties) being
disenfranchised, vote to remove the Manager;

•

for good and sufficient reason, the Trustee is of the opinion, and so states in writing, that a
change of the Manager is desirable in the interests of the Unitholders; or

•

the MAS directs the Trustee to remove the Manager.

Where the Manager is removed on the basis that a change of the Manager is desirable in the
interests of the Unitholders, the Manager has a right under the Trust Deed to refer the matter to
arbitration. Any decision made pursuant to such arbitration proceedings is binding upon the
Manager, the Trustee and all Unitholders.
THE PROPERTY MANAGER
LEOFF Asset Management GmbH has been appointed as the property manager of the Properties.
The Property Manager or any other property managers may be appointed to provide property
management services for properties acquired in the future. The Property Manager is responsible
for providing property management, lease management, project management, marketing and
property bookkeeping services for the properties in IREIT’s portfolio located in Germany.
LEOFF Asset Management GmbH was established in 2004. Since then, the company and its sister
companies have been managing real estate throughout Germany, including office, retail and
residential properties. The group specialises in active property management and redevelopment
including renowned office and retail complexes in Munich and Berlin. The group has offices in
Mainz, Munich and Leipzig.
ANNUAL REPORTS
An annual report will be issued by the Manager to Unitholders within the timeframe as set out in
the Listing Manual and the CIS Code, and at least 14 days before the annual general meeting of
the Unitholders, containing, among others, the following key items:
(i)

if applicable, with respect to investments other than real property:
(a)

a brief description of the business;

(b)

proportion of share capital owned;

(c)

cost;

(d)

(if relevant) Directors’ valuation and in the case of listed investments, market value;

(e)

dividends received during the year (indicating any interim dividends);

(f)

dividend cover or underlying earnings;

(g)

any extraordinary items; and

(h)

net assets attributable to investments;
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(ii)

amount of distributable income held pending distribution;

(iii) the aggregate value of all transactions entered into by the Trustee (for and on behalf of
IREIT) with an “interested party” (as defined in the Property Funds Appendix) or with an
“interested person” (as defined in the Listing Manual) during the financial year under review;
(iv) total amount of fees paid to the Trustee;
(v)

name of the manager of IREIT, together with an indication of the terms and duration of its
appointment and the basis of its remuneration;

(vi) total amount of fees paid to the Manager and the price(s) of the Units at which they were
issued in part payment thereof;
(vii) total amount of fees paid to the Property Manager;
(viii) the NAV of IREIT at the beginning and end of the financial year under review;
(ix) the following items which are required to be disclosed in the Property Funds Appendix (as
may be amended from time to time) for annual reports:
(a)

details of all real estate transactions entered into during the year, including the identity
of the buyers or sellers, purchase or sale prices, and their valuations (including the
methods used to value the assets);

(b)

details of all of IREIT’s real estate assets, including the location of such assets, their
purchase prices and latest valuations, rentals received and occupancy rates, or the
remaining terms of IREIT’s leasehold properties, where applicable;

(c)

the tenant profile of IREIT’s real estate assets, including the:
(A)

total number of tenants;

(B)

top 10 tenants, and the percentage of the total gross rental income attributable to
each of these top 10 tenants;

(C) trade sector mix of tenants, in terms of the percentage of total gross rental income
attributable to major trade sectors; and
(D) lease maturity profile, in terms of the percentage of total gross rental income, for
each of the next five years;
(d)

(e)

in respect of the other assets of IREIT, details of the:
(A)

10 most significant holdings (including the amount and percentage of fund size at
market valuation); and

(B)

distribution of investments in dollar and percentage terms by country, asset class
(e.g. equities, mortgage-backed securities, bonds, etc.) and by credit rating of all
debt securities (e.g. “AAA”, “AA”, etc.);

details of IREIT’s exposure to financial derivatives, including the amount (i.e. net total
aggregate value of contract prices) and percentage of derivatives investment of total
fund size and at market valuation;
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(x)

(f)

details of IREIT’s investments in other property funds, including the amount and
percentage of total fund size invested in;

(g)

details of borrowings of IREIT;

(h)

details of deferred payment arrangements entered into by IREIT, if applicable;

(i)

the total operating expenses of IREIT, including all fees and charges paid to the
manager, adviser and interested parties, if any, and taxation incurred in relation to
IREIT’s real estate assets;

(j)

the performance of IREIT in a consistent format, covering various periods of time (e.g.
1-year, 3-year, 5-year or 10-year) whereby:
(A)

in the case where IREIT is unlisted, such performance is calculated on an “offer to
bid” basis over the period; or

(B)

in the case where IREIT is listed, such performance is calculated on the change
in the unit price transacted on the stock exchange over the period;

(k)

its NAV per unit at the beginning and end of the financial year; and

(l)

where IREIT is listed, the Unit price quoted on the SGX-ST at the beginning and end of
the financial year, the highest and lowest Unit price and the volume traded during the
financial year; and

such other items which may be required to be disclosed under the prevailing applicable laws,
regulations and rules.

The first report will cover the period from the Listing Date to 31 December 2014.
Additionally, IREIT will announce its NAV on a quarterly basis. Such announcements will be based
on the latest available valuation of IREIT’s real estate and real estate-related assets, which will
be conducted at least once a year (as required under the Property Funds Appendix).
CORPORATE GOVERNANCE OF THE MANAGER
The following outlines the main corporate governance practices of the Manager.
Board of Directors of the Manager
The Board is responsible for the overall corporate governance of the Manager including
establishing goals for management and monitoring the achievement of these goals. The Manager
is also responsible for the strategic business direction and risk management of IREIT. All Board
members participate in matters relating to corporate governance, business operations and risks,
financial performance, and the nomination and review of the Directors.
The Board will have in place a framework for the management of the Manager and IREIT, including
a system of internal audit and control and a business risk management process. The Board
consists of five members, three of whom are independent directors. None of the directors of the
Manager has entered into any service contract with IREIT.
The composition of the Board is determined using the following principles:
•

the Chairman of the Board should be a non-executive director of the Manager;
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•

the Board should comprise directors with a broad range of commercial experience including
expertise in funds management, legal matters, audit and accounting and the property
industry; and

•

at least one-third of the Board should comprise independent directors.

However, according to Guideline 2.2 of the Code of Corporate Governance 2012, at least half of
the Board should comprise independent directors where:
•

the Chairman and the Chief Executive Officer is the same person;

•

the Chairman and the Chief Executive Officer are immediate family members;

•

the Chairman is part of the management team; or

•

the Chairman is not an independent director.

The composition will be reviewed regularly to ensure that the Board has the appropriate mix of
expertise and experience.
Audit and Risk Committee
The Audit and Risk Committee is appointed by the Board from among the directors of the Manager
and is composed of three members, a majority of whom (including the Chairman of the Audit and
Risk Committee) are required to be independent directors. As at the date of this Prospectus, the
members of the Audit and Risk Committee are Mr Tan Wee Peng Kelvin, Mr Lim Kok Min (John)
and Mr Nir Ellenbogen. Mr Tan Wee Peng Kelvin has been appointed as the Chairman of the Audit
and Risk Committee. All of the members of the Audit and Risk Committee are independent
directors and all of them are resident in Singapore.
The role of the Audit and Risk Committee is to monitor and evaluate the effectiveness of the
Manager’s internal controls. The Audit and Risk Committee also reviews the quality and reliability
of information prepared for inclusion in financial reports, and is responsible for the nomination of
external auditors and reviewing the adequacy of external audits in respect of cost, scope and
performance.
The Audit and Risk Committee’s responsibilities also include:
•

monitoring the procedures established to regulate Related Party Transactions, including
ensuring compliance with the provisions of the Listing Manual relating to “interested person
transactions” (”Interested Person Transactions”) and the provisions of the Property Funds
Appendix relating to “interested party transactions” (”Interested Party Transactions”, and
together with Interested Person Transactions, “Related Party Transactions”);

•

reviewing transactions constituting Related Party Transactions;

•

deliberating on resolutions relating to conflicts of interest situations involving IREIT;

•

reviewing external audit reports to ensure that where deficiencies in internal controls have
been identified, appropriate and prompt remedial action is taken by the management;

•

reviewing arrangements by which staff and external parties may, in confidence, raise
probable improprieties in matters of financial reporting or other matters, with the objective
that arrangements are in place for the independent investigation of such matters and for
appropriate follow up action;
151

•

reviewing internal audit reports at least twice a year to ascertain that the guidelines and
procedures established to monitor Related Party Transactions have been complied with;

•

ensuring that the internal audit and accounting function is adequately resourced and has
appropriate standing with IREIT;

•

reviewing, on an annual basis, the adequacy and effectiveness of the internal audit function;

•

the appointment, re-appointment or removal of internal auditors (including the review of their
fees and scope of work);

•

monitoring the procedures in place to ensure compliance with applicable legislation, the
Listing Manual and the Property Funds Appendix;

•

reviewing the appointment, re-appointment or removal of external auditors;

•

reviewing the nature and extent of non-audit services performed by external auditors;

•

reviewing, on an annual basis, the independence and objectivity of the external auditors;

•

meeting with external and internal auditors, without the presence of the executive officers, at
least on an annual basis;

•

reviewing the system of internal controls including financial, operational, compliance and
information technology controls and risk management processes;

•

reviewing the financial statements and the internal audit report;

•

reviewing and providing their views on all hedging policies and instruments to be
implemented by IREIT to the Board;

•

reviewing and approving the procedures for the entry into of any foreign exchange hedging
transactions and monitoring the implementation of such policy, including reviewing the
instruments, processes and practices in accordance with the policy for entering into foreign
exchange hedging transactions;

•

investigating any matters within the Audit and Risk Committee’s terms of reference,
whenever it deems necessary;

•

reporting to the Board on material matters, findings and recommendations.

Compliance Officer
The Manager has engaged KPMG Services Pte. Ltd. (“KPMG”) to carry out certain compliance
activities on a quarterly basis1. KPMG’s scope of engagement covers assessing the Manager’s
compliance with applicable provisions of the SFA through the conduct of quarterly checks on:
(i)

whether the representatives of the Manager have fulfilled their regulatory obligations; and

(ii)

whether the Manager, in its role as REIT Manager, has prepared returns and other
documents accurately for submission to the MAS.

1

The cost of such engagement of KPMG to carry out compliance activities will be borne by the Manager out of its own
funds and not out of Unitholders’ funds.
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KPMG will report the results of its activities to the Chief Executive Officer of the Manager and the
Board of Directors of the Manager.
KPMG will also provide advice and training on compliance requirements under the SFA to
representatives of the Manager.
KPMG will also provide regulatory compliance advice from time to time as may be required by the
Manager.
Notwithstanding the engagement of KPMG to carry out certain compliance activities on a quarterly
basis, the Manager is responsible for ensuring compliance with all applicable laws, regulations
and guidelines.
Dealings in Units
Each Director and the Chief Executive Officer of the Manager is to give notice to the Manager of
his acquisition of Units or of changes in the number of Units which he holds or in which he has an
interest, within two Business Days 1 after such acquisition or the occurrence of the event giving
rise to changes in the number of Units which he holds or in which he has an interest. (See “The
Formation and Structure of IREIT Global – Directors’ Declaration of Unitholdings” for further
details.)
All dealings in Units by the Directors will be announced via SGXNET, with the announcement to
be posted on the internet at the SGX-ST website http://www.sgx.com.
The Directors and employees of the Manager are encouraged, as a matter of internal policy, to
hold Units but are prohibited from dealing in the Units:
•

in the period commencing one month before the public announcement of IREIT’s annual
results and property valuations, and two weeks before the public announcement of IREIT’s
quarterly results and ending on the date of announcement of the relevant results or, as the
case may be, property valuations; and

•

at any time while in possession of price sensitive information.

The Directors and employees of the Manager are also prohibited from communicating price
sensitive information to any person.
Pursuant to Section 137ZC of the SFA, the Manager is required to, inter alia, announce to the
SGX-ST the particulars of any acquisition or disposal of interest in Units by the Manager as soon
as practicable, and in any case no later than the end of the Business Day following the day on
which the Manager became aware of the acquisition or disposal. In addition, all dealings in Units
by the Chief Executive Officer will also need to be announced by the Manager via SGXNET, with
the announcement to be posted on the internet at the SGX-ST website http://www.sgx.com and in
such form and manner as the Authority may prescribe.
Management of Business Risk
The Board will meet quarterly, or more often if necessary, and will review the financial
performance of the Manager and IREIT against a previously approved budget. The Board will also
review the business risks of IREIT, examine liability management and act upon any comments
from the auditors of IREIT.

1

“Business Day” means any day (other than a Saturday, Sunday or gazetted public holiday) on which commercial
banks are open for business in Singapore and the SGX-ST is open for trading.
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The Manager has appointed experienced and well-qualified management personnel to handle the
day-to-day operations of the Manager and IREIT. In assessing business risk, the Board will
consider the economic environment and risks relevant to the property industry. It reviews
management reports and feasibility studies on individual investment projects prior to approving
major transactions. The management meets regularly to review the operations of the Manager and
IREIT and discuss any disclosure issues.
The Manager has also provided an undertaking to the SGX-ST that:
(i)

the Manager will make periodic announcements on the use of the proceeds from the Offering
as and when such proceeds are materially disbursed and provide a status report on the use
of such proceeds in the annual report;

(ii)

in relation to foreign exchange hedging transactions (if any) (a) the Manager will seek the
approval of its board on the policy for entering into any such transactions, (b) the Manager
will put in place adequate procedures which must be reviewed and approved by the Audit and
Risk Committee and (c) the Audit and Risk Committee will monitor the implementation of
such policy, including reviewing the instruments, processes and practices in accordance with
the policy approved by the Board; and

(iii) the Audit and Risk Committee will review and provide their views on all hedging policies and
instruments (if any) to be implemented by IREIT to the Board, and the trading of such
financial and foreign exchange instruments will require the specific approval of the Board.
Potential Conflicts of Interest
The Manager has also instituted the following procedures to deal with potential conflicts of interest
issues:
•

The Manager will not manage any other REIT which invests in the same type of properties
as IREIT;

•

All executive officers will be working exclusively for the Manager and will not hold other
executive positions in other entities;

•

All resolutions in writing of the Directors in relation to matters concerning IREIT must be
approved by at least a majority of the Directors (excluding any interested Director), including
at least one Independent Director;

•

At least one-third of the Board shall comprise independent directors;

•

In respect of matters in which a Director or his associates (as defined in the Listing Manual)
has an interest, direct or indirect, such interested director will abstain from voting. In such
matters, the quorum must comprise a majority of the directors and must exclude such
interested director;

•

In respect of matters in which the Sponsor and/or its subsidiaries have an interest, direct or
indirect, any nominees appointed by the Sponsor and/or its subsidiaries to the Board to
represent their interests will abstain from deliberation and voting on such matters. In such
matters, the quorum must comprise a majority of the independent directors and must exclude
nominee directors of the Sponsor and/or its subsidiaries;
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•

In respect of matters in which Summit and/or its subsidiaries have an interest, direct or
indirect, any nominees appointed by Summit and/or its subsidiaries to the Board to represent
their interests will abstain from deliberation and voting on such matters. In such matters, the
quorum must comprise a majority of the independent directors and must exclude nominee
directors of Summit and/or its subsidiaries;

•

Save as to resolutions relating to the removal of the Manager, the Manager and its
associates are prohibited from voting or being counted as part of a quorum for any meeting
of the Unitholders convened to approve any matter in which the Manager and/or any of its
associates has a material interest; and

•

It is also provided in the Trust Deed that if the Manager is required to decide whether or not
to take any action against any person in relation to any breach of any agreement entered into
by the Trustee for and on behalf of IREIT with a Related Party (as defined herein) of the
Manager, the Manager shall be obliged to consult with a reputable law firm (acceptable to the
Trustee) who shall provide legal advice on the matter. If the said law firm is of the opinion that
the Trustee, on behalf of IREIT, has a prima facie case against the party allegedly in breach
under such agreement, the Manager shall be obliged to take appropriate action in relation to
such agreement. The Directors (including its independent directors) will have a duty to
ensure that the Manager so complies. Notwithstanding the foregoing, the Manager shall
inform the Trustee as soon as it becomes aware of any breach of any agreement entered into
by the Trustee for and on behalf of IREIT with a Related Party of the Manager, and the
Trustee may take such action as it deems necessary to protect the rights of the Unitholders
and/or which is in the interests of the Unitholders. Any decision by the Manager not to take
action against a Related Party of the Manager shall not constitute a waiver of the Trustee’s
right to take such action as it deems fit against such Related Party.

Mr Tong Jinquan, who wholly-owns the Strategic Partner, has granted an undertaking to the
Manager that:
(i)

if he or any of his affiliates intends to acquire any office property in Europe which falls within
the investment mandate of IREIT, he and/or his affiliates shall notify IREIT and the Manager
of the acquisition opportunity (which shall be accompanied by copies of the offer documents
and other supporting documentation as may be reasonably available to him and/or his
affiliates (which shall include the indicative price for the office property) and which is
necessary for the preparation of a feasibility report on such acquisition (the “Relevant
Information”)), and if (a) IREIT decides not to acquire such office property or has not applied
to acquire such property within 15 days after being given the notice hereof or (b) IREIT
decides to acquire such office property but fails to provide to Mr Tong Jinquan or any of his
affiliates an acquisition notice in writing accompanied by a feasibility report on such
acquisition and a certified true copy of the recommendation by the Chief Executive Officer of
the Manager to the Board to proceed with the negotiations and due diligence for the
acquisition of the office property within 15 days after being given the notice by Mr Tong
Jinquan or any of his affiliates (which shall contain the Relevant Information), then he shall
be entitled to acquire, directly or indirectly such office property; and

(ii)

if he acquires, directly or indirectly, any interest in office properties in Europe through any
entity controlled by him other than Summit Group, he or (as the case may be) the relevant
entity which holds such interest shall grant a right of first refusal to IREIT.
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Mr Lim Chap Huat, who wholly-owns the LCH SPV, has granted an undertaking to the Manager
that for so long as (a) IREIT Global Group Pte. Ltd. or any of its related corporations remains the
manager of IREIT, (b) Mr Lim Chap Huat and/or any corporations which he directly or indirectly
owns more than 50%, alone or in aggregate, remains as a controlling shareholder of the manager
of IREIT; and (c) Mr Lim Chap Huat and/or any corporations which he directly or indirectly owns
more than 50%, alone or in aggregate remains as a controlling unitholder of IREIT:
(i)

if he or any of his affiliates (other than any listed entities) intends to acquire any office
property in Europe which falls within the investment mandate of IREIT, he and/or his affiliates
shall notify IREIT and the Manager of the acquisition opportunity (which shall be
accompanied by the Relevant Information), and if (a) IREIT decides not to acquire such office
property or has not applied to acquire such property within 15 days after being given the
notice hereof or (b) IREIT decides to acquire such office property but fails to provide to Mr
Lim Chap Huat or any of his affiliates an acquisition notice in writing accompanied by a
feasibility report on such acquisition and a certified true copy of the recommendation by the
Chief Executive Officer of the Manager to the Board to proceed with the negotiations and due
diligence for the acquisition of the office property within 15 days after being given the notice
by Mr Lim Chap Huat or any of his affiliates (which shall contain the Relevant Information),
then he shall be entitled to acquire, directly or indirectly such office property; and

(ii)

if he acquires, directly or indirectly (other than through any listed entities), any interest in
office properties in Europe which falls within the investment mandate of IREIT through any
entity controlled by him other than LCH SPV (as the case may be), he or (as the case may
be) the relevant entity which holds such interest shall grant a right of first refusal to IREIT.

The Manager believes that the 15 day period for IREIT to assess whether to pursue the acquisition
opportunity as notified by each of Mr Tong Jinquan or any of his affiliates is reasonable as this time
period is for the Manager to decide whether to proceed with the negotiations and due diligence for
the potential acquisition and not for the completion of such acquisition. For the avoidance of
doubt, prior to each of Mr Tong Jinquan, Mr Lim Chap Huat or any of their respective affiliates
acquiring any office property in Europe under paragraph (ii) above, Mr Tong Jinquan, Mr Lim Chap
Huat or the relevant affiliate (as the case may be) will need to follow the procedures in paragraph
(i) above to offer the acquisition opportunity to IREIT. The procedure in paragraph (ii) above also
gives IREIT a second opportunity to acquire the relevant property when Mr Tong Jinquan, Mr Lim
Chap Huat or their respective affiliate subsequently decides to dispose of the relevant property.
For the avoidance of doubt, the decision to proceed with the negotiations and due diligence for the
acquisition of the office property and subsequently to acquire the office property rests with the
Board of Directors of the Manager.
Mr Itzhak Sella, who wholly-owns the Sponsor, has granted an undertaking to the Manager that:
(i)

if he or any of his affiliates intends to acquire any office property in Europe which falls within
the investment mandate of IREIT, he and/or his affiliates shall notify IREIT and the Manager
of the acquisition opportunity (which shall be accompanied by copies of the offer documents
and other supporting documentation as may be reasonably available to him and/or his
affiliates (which shall contain the Relevant Information), and if IREIT decides not to acquire
such office property or has not applied to acquire such property within 15 days after being
given the notice hereof, then he shall be entitled to acquire, directly or indirectly such office
property; and

(ii)

if he acquires, directly or indirectly, any interest in office properties in Europe through any
entity controlled by him other than the Sponsor, he or (as the case may be) the relevant entity
which holds such interest shall grant a right of first refusal to IREIT.
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For the avoidance of doubt, prior to Mr Itzhak Sella or any of his affiliates acquiring any office
property in Europe under paragraph (ii) above, Mr Itzhak Sella or the relevant affiliate will need to
follow the procedures in paragraph (i) above to offer the acquisition opportunity to IREIT. The
procedure in paragraph (ii) above also gives IREIT a second opportunity to acquire the relevant
property when Mr Itzhak Sella or his affiliate subsequently decides to dispose of the relevant
property.
RELATED PARTY TRANSACTIONS
The Manager’s Internal Control System
The Manager has established an internal control system to ensure that all future Related Party
Transactions:
•

will be undertaken on normal commercial terms; and

•

will not be prejudicial to the interests of IREIT and the Unitholders.

As a general rule, the Manager must demonstrate to its Audit and Risk Committee that such
transactions satisfy the foregoing criteria. This may entail:
•

obtaining (where practicable) quotations from parties unrelated to the Manager; or

•

obtaining two or more valuations from independent professional valuers (in compliance with
the Property Funds Appendix).

The Manager will maintain a register to record all Related Party Transactions which are entered
into by IREIT and the bases, including any quotations from unrelated parties and independent
valuations, on which they are entered into.
The Manager will also incorporate into its internal audit plan a review of all Related Party
Transactions entered into by IREIT. The Audit and Risk Committee shall review the internal audit
reports at least twice a year to ascertain that the guidelines and procedures established to monitor
Related Party Transactions have been complied with. The Trustee will also have the right to review
such audit reports to ascertain that the Property Funds Appendix has been complied with. The
following procedures will be undertaken:
•

transactions (either individually or as part of a series or if aggregated with other transactions
involving the same Related Party during the same financial year) equal to or exceeding
S$100,000 in value but below 3.0% of the value of IREIT’s net tangible assets will be subject
to review by the Audit and Risk Committee at regular intervals;

•

transactions (either individually or as part of a series or if aggregated with other transactions
involving the same Related Party during the same financial year) equal to or exceeding 3.0%
but below 5.0% of the value of IREIT’s net tangible assets will be subject to the review and
prior approval of the Audit and Risk Committee. Such approval shall only be given if the
transactions are on normal commercial terms and not prejudicial to the interests of IREIT and
its Unitholders and are consistent with similar types of transactions made by the Trustee with
third parties which are unrelated to the Manager; and
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•

transactions (either individually or as part of a series or if aggregated with other transactions
involving the same Related Party during the same financial year) equal to or exceeding 5.0%
of the value of IREIT’s net tangible assets will be reviewed and approved prior to such
transactions being entered into, on the basis described in the preceding paragraph, by the
Audit and Risk Committee which may, as it deems fit, request advice on the transaction from
independent sources or advisers, including the obtaining of valuations from independent
professional valuers. Furthermore, under the Listing Manual and the Property Funds
Appendix, such transactions would have to be approved by the Unitholders at a meeting of
Unitholders duly convened and held in accordance with the provisions of the Trust Deed.

Where matters concerning IREIT relate to transactions entered into or to be entered into by the
Trustee for and on behalf of IREIT with a Related Party of the Manager (which would include
relevant Associates (as defined in the Listing Manual) thereof) or IREIT, the Trustee is required to
consider the terms of such transactions to satisfy itself that such transactions are conducted:
•

on normal commercial terms;

•

are not prejudicial to the interests of IREIT and the Unitholders; and

•

are in accordance with all applicable requirements of the Property Funds Appendix and/or
the Listing Manual relating to the transaction in question.

The Trustee has the discretion under the Trust Deed to decide whether or not to enter into a
transaction involving a Related Party of the Manager or the Trustee. If the Trustee is to sign any
contract with a Related Party of the Manager or the Trustee, the Trustee will review the contract
to ensure that it complies with the relevant requirements relating to Related Party Transactions (as
may be amended from time to time) as well as such other guidelines as may from time to time be
prescribed by the MAS and the SGX-ST to apply to REITs.
Save for the transactions described under “Related Party Transactions in Connection with the
Setting Up of IREIT and the Offering” and “Exempted Agreements”, IREIT will comply with Rule
905 of the Listing Manual by announcing any Interested Person Transaction in accordance with
the Listing Manual if the value of such transaction, by itself or when aggregated with other
Interested Person Transactions entered into with the same Interested Person during the same
financial year, is 3.0% or more of IREIT’s latest audited net tangible assets.
The aggregate value of all Related Party Transactions which are subject to Rules 905 and 906 of
the Listing Manual in a particular financial year will be disclosed in the annual report of IREIT for
the relevant financial year.
Role of the Audit and Risk Committee for Related Party Transactions
The Audit and Risk Committee will periodically review all Related Party Transactions to ensure
compliance with the Manager’s internal control system, the relevant provisions of the Listing
Manual, and the Property Funds Appendix. The review will include the examination of the nature
of the transaction and its supporting documents or such other data deemed necessary by the Audit
and Risk Committee.
If a member of the Audit and Risk Committee has an interest in a transaction, he is to abstain from
participating in the review and approval process in relation to that transaction.

158

Related Party Transactions in Connection with the Setting Up of IREIT and the Offering
Existing Agreements
The Trustee, on behalf of IREIT, has entered into a number of transactions with the Manager and
certain Related Parties of the Manager in connection with the setting-up of IREIT. These Related
Party Transactions are as follows:
•

The Trustee has on 1 November 2013 entered into the Trust Deed (as amended) with the
Manager. The terms of the Trust Deed are generally described in “The Formation and
Structure of IREIT Global”.

•

The Sponsor has on 14 July 2014 granted a right of first refusal to the Trustee, subject to
certain conditions. The Sponsor ROFR is more particularly described in “Certain Agreements
Relating to IREIT Global and the Properties – Rights of First Refusal – The Sponsor ROFR” 1.

•

Summit Group has on 14 July 2014 granted a right of first refusal to the Trustee, subject to
certain conditions. The Summit ROFR is more particularly described in “Certain Agreements
Relating to IREIT Global and the Properties – Rights of First Refusal – The Summit ROFR” 1.

•

Mr Lim Chap Huat has on 29 July 2014 granted a right of first refusal to the Trustee, subject
to certain conditions. The LCH ROFR is more particularly described in “Certain Agreements
Relating to IREIT Global and the Properties – Rights of First Refusal – The LCH ROFR” 1.

The Manager believes that the agreements set out above are made on normal commercial terms
and are not prejudicial to the interests of IREIT and the Unitholders.
Save as disclosed in this Prospectus, the Trustee has not entered into any other transactions with
the Manager or any Related Party of the Manager in connection with the setting up of IREIT.
Exempted Agreements
The entry into and the fees and charges payable by IREIT under the Trust Deed and the
Sponsor ROFR, the Summit ROFR and the LCH ROFR (collectively, the “Exempted
Agreements”), each of which constitutes a Related Party Transaction, are deemed to have
been specifically approved by the Unitholders upon subscription for the Units and are
therefore not subject to Rules 905 and 906 of the Listing Manual to the extent that specific
information on these agreements have been disclosed in the Prospectus and there is no
subsequent change to the rates and/or bases of the fees charged thereunder which will
adversely affect IREIT.
(See “Overview – Certain Fees and Charges” for the fees and charges payable by IREIT in
connection with the establishment and on-going management and operation of IREIT for further
details.)
Other Related Party Transactions
In line with the rules set out in Chapter 9 of the Listing Manual, a transaction the value of which
is less than S$100,000 is not considered material in the context of the Offering and is not set out
as a Related Party Transaction in this section.
1

As at the Latest Practicable Date, none of the Sponsor, Summit Group or Mr Lim Chap Huat has any interest in any
income-producing properties in Europe that are predominantly used for office purposes. For the avoidance of doubt,
any acquisitions pursuant to the Sponsor ROFR, the Summit ROFR or the LCH ROFR shall be subject to Rules 905
and 906 of the Listing Manual (including the requirement to obtain the approval of independent unitholders where
the relevant thresholds are exceeded).
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Future Related Party Transactions
As a REIT, IREIT is regulated by the Property Funds Appendix and the Listing Manual. The
Property Funds Appendix regulates, among others, transactions entered into by the Trustee (for
and on behalf of IREIT) with an interested party relating to IREIT’s acquisition of assets from or
sale of assets to an interested party, IREIT’s investment in securities of or issued by an interested
party and the engagement of an interested party as property management agent or marketing
agent for IREIT’s properties.
Depending on the materiality of transactions entered into by IREIT for the acquisition of assets
from, the sale of assets to or the investment in securities of or issued by, an interested party, the
Property Funds Appendix may require that an immediate announcement to the SGX-ST be made,
and may also require that the approval of the Unitholders be obtained.
The Listing Manual regulates all interested person transactions, including transactions already
governed by the Property Funds Appendix. Depending on the materiality of the transaction, IREIT
may be required to make a public announcement of the transaction (Rule 905 of the Listing
Manual), or to make a public announcement of and to obtain Unitholders’ prior approval for the
transaction (Rule 906 of the Listing Manual). The Trust Deed requires the Trustee and the
Manager to comply with the provisions of the Listing Manual relating to interested person
transactions as well as such other guidelines relating to interested person transactions as may be
prescribed by the SGX-ST to apply to REITs.
The Manager may in the future seek a general annual mandate from the Unitholders pursuant to
Rule 920(1) of the Listing Manual for recurrent transactions of a revenue or trading nature or those
necessary for its day-to-day operations, including a general mandate in relation to leases and/or
licence agreements to be entered into with interested persons.
All transactions conducted under such general mandate for the relevant financial year will not be
subject to the requirements under Rules 905 and 906 of the Listing Manual. In seeking such a
general annual mandate, the Trustee will appoint an independent financial adviser (without being
required to consult the Manager) pursuant to Rule 920(1)(b)(v) of the Listing Manual to render an
opinion as to whether the methods or procedures for determining the transaction prices of the
transactions contemplated under the annual general mandate are sufficient to ensure that such
transactions will be carried out on normal commercial terms and will not be prejudicial to the
interests of IREIT and the Unitholders.
Both the Property Funds Appendix and the Listing Manual requirements would have to be
complied with in respect to a proposed transaction which is prima facie governed by both sets of
rules. Where matters concerning IREIT relate to transactions entered or to be entered into by the
Trustee for and on behalf of IREIT with a Related Party (either an “interested party” under the
Property Funds Appendix or an “interested person” under the Listing Manual) of the Manager or
IREIT, the Trustee and the Manager are required to ensure that such transactions are conducted
in accordance with applicable requirements of the Property Funds Appendix and/or the Listing
Manual.
The Manager is not prohibited by either the Property Funds Appendix or the Listing Manual from
contracting or entering into any financial, banking or any other type of transaction with the Trustee
(when acting other than in its capacity as trustee of IREIT) or from being interested in any such
contract or transaction, provided that any such transaction shall be on normal commercial terms
and is not prejudicial to the interests of IREIT and the Unitholders. The Manager shall not be liable
to account to the Trustee or to the Unitholders for any profits or benefits or other commissions
made or derived from or in connection with any such transaction. The Trustee shall not be liable
to account to the Manager or to the Unitholders for any profits or benefits or other commission
made or derived from or in connection with any such transaction.
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Generally, under the Listing Manual, the Manager, its “connected persons” (as defined in the
Listing Manual) and any director of the Manager are prohibited from voting their respective own
Units at, or being part of a quorum for, any meeting to approve any matter in which it has a material
interest.
CORPORATE SOCIAL RESPONSIBILITY STATEMENT
The Manager acknowledges its responsibilities toward society, the environment and its
stakeholders. Through managing its business in a fair and ethical manner, the Manager
demonstrates its consideration towards employees and the wider community. It will provide a safe
and healthy working environment for its employees and visitors to its premises and will ensure that
sufficient information and training are made available in pursuance of their activities.
The Manager is committed to managing its impact on the world’s natural resources and strives to
continually to improve its environmental credentials in all of its properties and business activities.
The Manager recognises its position within the community and acknowledges that its business
activities have varying impact upon the society in which it operates. The Manager endeavours to
manage these in a responsible manner.
The Manager seeks to build relationships with its suppliers, investors and stakeholders for mutual
benefit and for the benefit of the community.
Through its policies and objectives, the Manager will manage its activities and environmental
impact to continuously develop and improve its corporate responsibility.
The Manager is committed to creating an inclusive company and offering opportunities for
leadership and advancement of women and minorities within its organisation.
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THE SPONSOR
The Sponsor, Sella Holdings Pte. Ltd., is the holding company of IDOMY Ltd., which owns Sella
Capital Investments Ltd, an established REIT management company. Sella Capital Investments
Ltd manages a publicly traded REIT in Israel, Sella Capital Real Estate Ltd. The Sponsor will in
turn be wholly-owned by Mr Itzhak Sella, the Chief Executive Officer of the Manager. (See the
group structure chart below for further details.)
Mr Sella has more than 25 years of international real estate experience in property investment and
property management. He has been involved in over US$2 billion worth of real estate acquisitions.
He established a REIT in Israel, Sella Capital Real Estate Ltd, which was listed on the Tel Aviv
Stock Exchange in 2008. Sella Capital Real Estate Ltd has an investment mandate to invest in
commercial properties in Israel and has a total market capitalisation of Israeli Shekel 548.5 million
(which is equivalent to S$198.6 million) as at the Latest Practicable Date. Mr Sella was the
Managing Director of Sella Capital Real Estate Ltd from 2006 to 2011, tripling its growth in real
estate acquisitions within three years. From 2004 to 2005, Mr Sella was also instrumental in the
development of the REIT market and framework in Israel up to the introduction of REIT legislation
in Israel, including creating the relevant financial models and advising Israeli government officials
on legal and tax implications. As Executive Vice President of Sales and Marketing at Amot
Investments Ltd, Mr Sella was involved in over US$800 million worth of real estate transactions
covering the Israeli, Canadian, US and European real estate markets.
As Co-founder and Managing Director of Steer Up Investments Ltd, Mr Sella was directly
responsible for leading the acquisition of the Aspen Group for approximately US$350 million. The
Aspen Group has significant holdings in Europe including logistics, retail and office properties in
Germany, Switzerland and the Netherlands.
Mr Sella served as an external advisor to a privately held REIT in the United States from 1991 to
1994, which exclusively invested in office properties on the Eastern Seaboard of the United
States.
The table below sets out certain information on the shareholdings of the Sponsor as at the Latest
Practicable Date.

1

Company

Activity

Shareholding (%)

IDOMY Ltd

Holding company

100.0%

Sella Capital Investments
Ltd

REIT manager

24.6%

Sella Capital Real Estate Ltd

Publicly traded REIT

1.5%

IREIT Global Management
Pte. Ltd.

Holding company for REIT
manager

87.5%

IREIT Global Group Pte. Ltd.

REIT manager

35.0% 1

IREIT Global Management and Mr Lim Chap Huat have entered into a conditional share sale and purchase
agreement dated 29 July 2014, pursuant to which IREIT Global Management has agreed to transfer 19.0% of the
total issued share capital of the Manager to LCH SPV, provided that Mr Lim Chap Huat and/or any entity which is
wholly-owned by Mr Lim Chap Huat holds at least 19.0% of the total number of issued Units immediately after the
Offering. The completion of the share sale and purchase is expected to take place on the LCH SPA Completion Date.
Following the completion of the sale of 19.0% of the total issued share capital of the Manager to LCH SPV, the
Sponsor will, through IREIT Global Management, hold 16.0% of the Manager.
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The following diagram sets out the group structure of the Sponsor:

Mr Itzhak Sella

100.0%

Sella Holdings
Pte. Ltd.

100.0%

IREIT Global
Management
Pte. Ltd.

IDOMY Ltd

1.5%

Sella Capital Real
Estate Ltd

1

87.5%

24.6%

Sella Capital
Investments Ltd

35.0%1

IREIT Global Group Pte. Ltd.

IREIT Global Management and Mr Lim Chap Huat have entered into a conditional share sale and purchase
agreement dated 29 July 2014, pursuant to which IREIT Global Management has agreed to transfer 19.0% of the
total issued share capital of the Manager to LCH SPV, provided that Mr Lim Chap Huat and/or any entity which is
wholly-owned by Mr Lim Chap Huat holds at least 19.0% of the total number of issued Units immediately after the
Offering. The completion of the share sale and purchase is expected to take place on the LCH SPA Completion Date.
Following the completion of the sale of 19.0% of the total issued share capital of the Manager to LCH SPV, the
Sponsor will, through IREIT Global Management, hold 16.0% of the Manager.
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THE FORMATION AND STRUCTURE OF IREIT GLOBAL
The Trust Deed is a complex document and the following is a summary only and is qualified in its
entirety by, and is subject to, the contents of the Trust Deed. Investors should refer to the Trust
Deed itself to confirm specific information or for a detailed understanding of IREIT Global. The
Trust Deed is available for inspection at the registered office of the Manager at 158 Cecil Street
#11-01, Singapore 069545 (prior appointment would be appreciated).
THE TRUST DEED
IREIT was constituted as a private trust by the Trust Deed on 1 November 2013, which was
originally entered into between IREIT Global Management (as manager of the private trust) and
the Trustee. IREIT Global Group Pte. Ltd. replaced IREIT Global Management as manager of
IREIT on 14 July 2014 pursuant to a supplemental deed of appointment and retirement of manager
dated 14 July 2014. The Trust Deed was then amended by an amending and restating deed dated
14 July 2014 to comply with the requirements of, among others, the MAS and the SGX-ST, for a
listed REIT. IREIT is principally regulated by the SFA and the CIS Code (including the Property
Funds Appendix). IREIT was authorised as a collective investment scheme by the MAS on 4
August 2014.
The provisions of the SFA and the CIS Code (including the Property Funds Appendix) prescribe
certain terms of the Trust Deed and certain rights, duties and obligations of the Manager, the
Trustee and Unitholders under the Trust Deed. The Property Funds Appendix also imposes certain
restrictions on REITs in Singapore, including a restriction on the types of investments which REITs
in Singapore may hold, a general limit on their level of borrowings and certain restrictions with
respect to Interested Party Transactions.
The terms and conditions of the Trust Deed shall be binding on each Unitholder (and persons
claiming through such Unitholder) as if such Unitholder had been a party to the Trust Deed and
as if the Trust Deed contains covenants by such Unitholder to observe and be bound by the
provisions of the Trust Deed and an authorisation by each Unitholder to do all such acts and things
as the Trust Deed may require the Manager and/or the Trustee to do.
Operational Structure
IREIT is established to invest in real estate and real estate-related assets. The Manager must
manage IREIT so that the principal investments of IREIT are real estate and real estate-related
assets (including ownership of companies or other legal entities whose primary purpose is to hold
or own real estate and real estate-related assets). IREIT is a Singapore REIT established with the
investment strategy of principally investing, directly or indirectly, in a portfolio of income-producing
real estate in Europe which is used primarily for office purposes, as well as real estate-related
assets. With an IPO Portfolio of four properties in Germany, IREIT is expected to have an initial
primary focus on Germany and the United Kingdom.
IREIT aims to generate returns for its Unitholders by owning, buying and actively managing such
properties in line with its investment strategy (including the selling of any property in line with the
overall investment strategy).
Subject to the restrictions and requirements in the Property Funds Appendix and the Listing
Manual, the Manager is also authorised under the Trust Deed to invest in investments which need
not be real estate.
The Manager may use certain financial derivative instruments for hedging purposes or efficient
portfolio management, provided that (i) such financial derivative instruments are not used to gear
IREIT’s overall portfolio or are intended to be borrowings of IREIT and (ii) the policies regarding
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such use of financial derivative instruments have been approved by the Board. Although the
Manager may use certain financial derivative instruments to the extent permitted by such laws,
rules and regulations as may be applicable including, but not limited to, the CIS Code (including
the Property Funds Appendix) and the Listing Manual, the Manager presently does not have any
intention for IREIT to invest in options, warrants, commodities futures contracts and precious
metals.
The Units and Unitholders
The rights and interests of Unitholders are contained in the Trust Deed. Under the Trust Deed,
these rights and interests are safeguarded by the Trustee.
Each Unit represents an undivided interest in IREIT. A Unitholder has no equitable or proprietary
interest in the Deposited Property. A Unitholder is not entitled to the transfer to him of the
Deposited Property or any part of the Deposited Property or of any estate or interest in the
Deposited Property or in any part of the Deposited Property. A Unitholder’s right is limited to the
right to require due administration of IREIT in accordance with the provisions of the Trust Deed,
including, without limitation, by suit against the Trustee or the Manager.
Under the Trust Deed, each Unitholder acknowledges and agrees that he will not commence or
pursue any action against the Trustee or the Manager seeking an order for specific performance
or for injunctive relief in respect of the Deposited Property or any part of the Deposited Property,
and waives any rights he may otherwise have to such relief. If the Trustee or the Manager
breaches or threatens to breach its duties or obligations to a Unitholder under the Trust Deed, the
Unitholder’s recourse against the Trustee or the Manager is limited to a right to recover damages
or compensation from the Trustee or the Manager in a court of competent jurisdiction, and the
Unitholder acknowledges and agrees that damages or compensation is an adequate remedy for
such breach or threatened breach.
“Authorised Investments” means:
(i)

real estate;

(ii)

any improvement or extension of or addition to, or reconstruction, refurbishment, retrofitting,
renovation or other development of any real estate or any building thereon;

(iii) real estate-related assets, wherever the issuers, assets or securities are incorporated,
located, issued or traded;
(iv) listed or unlisted debt securities and listed shares or stock and (if permitted by the Authority)
unlisted shares or stock of or issued by local or foreign non-property companies or
corporations;
(v)

government securities (issued on behalf of the Singapore Government or governments of
other countries) and securities issued by a supra-national agency or a Singapore statutory
board;

(vi) cash and cash equivalent items;
(vii) financial derivatives only for the purposes of (a) hedging existing positions in IREIT’s
portfolio where there is a strong correlation to the underlying investments or (b) efficient
portfolio management, PROVIDED THAT such derivatives are not used to gear the overall
portfolio of IREIT or intended to be borrowings or any form of financial indebtedness of IREIT;
and
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(viii) any other investment not covered by paragraph (i) to (vii) of this definition but specified as
a permissible investment in the Property Funds Appendix and selected by the Manager for
investment by IREIT and approved by the Trustee in writing.
Unless otherwise expressly provided in the Trust Deed, a Unitholder may not interfere with the
rights, powers, authority or discretion of the Manager or the Trustee, exercise any right in respect
of the Deposited Property or any part of the Deposited Property or lodge any caveat or other
notice affecting the Deposited Property or any part of the Deposited Property, or require that any
part of the Deposited Property be transferred to such Unitholder.
No certificate shall be issued to Unitholders by either the Manager or the Trustee in respect of
Units issued to Unitholders. For so long as IREIT is listed on the SGX-ST, the Manager shall,
pursuant to the CDP’s depository services terms and conditions in relation to the deposit of Units
in CDP (the “Depository Services Terms and Conditions”), appoint CDP as the Unit depository
for IREIT, and all Units issued will be represented by entries in the register of Unitholders kept by
the Trustee or the agent appointed by the Trustee in the name of, and deposited with, CDP as the
registered holder of such Units.
The Manager or the agent appointed by the Manager shall issue to CDP, not more than 10
Business Days after the issue of Units, a confirmation note confirming the date of issue and the
number of Units so issued and, if applicable, also stating that the Units are issued under a
moratorium and the expiry date of such moratorium and for the purposes of the Trust Deed, such
confirmation note shall be deemed to be a certificate evidencing title to the Units issued.
There are no restrictions under the Trust Deed or Singapore law on a person’s right to purchase
(or subscribe for) Units and to own Units, except in the case of a rights issue or (as the case may
be) any preferential offering, where the Manager has the right under the Trust Deed to elect not
to extend an offer of Units under the rights issue or (as the case may be) any preferential offering
to Unitholders whose addresses are outside Singapore.
The Take-over Code applies to REITs. As a result, acquisitions of Units which may result in a
change in effective control of IREIT and the aggregate Unitholdings of an entity and its concert
parties crossing certain thresholds will be subject to the mandatory provisions of the Take-over
Code, such as a requirement to make a mandatory general offer for Units.
Issue of Units
The following is a summary of the provisions of the Trust Deed relating to the issue of Units.
Subject to the following sub-paragraphs (1), (2) and (3) below and to such laws, rules and
regulations as may be applicable, for so long as IREIT is listed on the SGX-ST or such other stock
exchange of repute in any part of the world (“Recognised Stock Exchange”), the Manager may
issue Units on any Business Day at an issue price equal to, or above, the “market price”, without
the prior approval of the Unitholders. For this purpose, “market price” shall mean:
(i)

the volume weighted average price for a Unit (if applicable, of the same class) for all trades
on the SGX-ST, or such other Recognised Stock Exchange on which IREIT is listed, in the
ordinary course of trading on the SGX-ST or, as the case may be, such other Recognised
Stock Exchange, for the period of 10 Business Days (or such other period as may be
prescribed by the SGX-ST or relevant Recognised Stock Exchange) immediately preceding
(and, for the avoidance of doubt, including) the relevant Business Day;

(ii)

if the Manager believes that the calculation in paragraph (i) above does not provide a fair
reflection of the market price of a Unit (which may include, among others, instances where
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the trades on the Units are very low or where there is disorderly trading activity in the Units),
an amount as determined by the Manager and the Trustee (after consultation with a
stockbroker approved by the Trustee), as being the fair market price of a Unit; or
(iii) (in relation to the issue of Units to the Manager as payment of the management fees) the
volume weighted average price for a Unit for all trades on the SGX-ST, or (as the case may
be) such other Recognised Stock Exchange on which IREIT is listed, in the ordinary course
of trading on the SGX-ST or (as the case may be) the relevant Recognised Stock Exchange,
for the last 10 Business Days (or such other period as may be prescribed by the SGX-ST or
relevant Recognised Stock Exchange) immediately preceding (and, for the avoidance of
doubt, including):
(A)

(in relation to the Base Fee) the end date of the relevant financial quarter to which such
Base Fee relates; and/or

(B)

(in relation to the Performance Fee) the end date of the relevant financial year to which
such Performance Fee relates.

(1)

For so long as IREIT is listed on the SGX-ST or any other Recognised Stock Exchange, the
Manager may issue Units at an issue price other than calculated in accordance with the
above paragraph without the prior approval of Unitholders provided that the Manager
complies with the listing rules of Singapore, or if applicable, the listing rules of the relevant
Recognised Stock Exchange, the Property Funds Appendix or any other relevant laws,
regulations and guidelines in determining the issue price, including the issue price for a rights
issue on a pro rata basis to all existing Unitholders, the issue price of a Unit issued other than
by way of a rights issue offered on a pro rata basis to all existing Unitholders and the issue
price for any reinvestment of distribution arrangement. If the issue price determined by the
Manager is at a discount to the market price, the discount shall not exceed such percentage
as may, from time to time, be permitted under the listing rules of Singapore or, if applicable,
the listing rules of the relevant Recognised Stock Exchange, the Property Funds Appendix
or any other relevant laws, regulations and guidelines.

(2)

Where Units are issued as full or partial consideration for the acquisition of an Authorised
Investment by IREIT in conjunction with an issue of Units to raise cash for the balance of the
consideration for the said Authorised Investment (or part thereof) or to acquire other
Authorised Investments in conjunction with the said Authorised Investment, the Manager
shall have the discretion to determine that the issue price of a Unit so issued as full or partial
consideration shall be the same as the issue price for the Units issued in conjunction with an
issue of Units to raise cash for the aforesaid purposes.

(3)

The scope of the general mandate to be given in a general meeting of the Unitholders is
limited to the issue of an aggregate number of additional Units which must not exceed 50.0%
of the total number of Units in issue, of which the aggregate number of additional Units to be
issued other than on a pro rata basis to the existing Unitholders must not exceed 20.0% of
the total number of Units in issue as at the date of the approval.

Unit Issue Mandate
By subscribing for the Units under the Offering, investors are (A) deemed to have approved the
issuance of all Units comprised in the Offering and the Summit Units and (B) deemed to have
given the authority (the “Unit Issue Mandate”) to the Manager to:
(i)

(a)

issue Units whether by way of rights, bonus or otherwise; and/or
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(b)

make or grant offers, agreements or options (collectively, “Instruments”) that might or
would require Units to be issued, including but not limited to the creation and issue of
(as well as adjustments to) securities, warrants, debentures or other instruments
convertible into Units,

at any time and upon such terms and conditions and for such purposes and to such persons
as the Manager may in its absolute discretion deem fit; and
(ii)

issue Units in pursuance of any Instrument made or granted by the Manager while the Unit
Issue Mandate was in force (notwithstanding that the authority conferred by the Unit Issue
Mandate may have ceased to be in force at the time such Units are issued),

provided that:
(A)

the aggregate number of Units to be issued pursuant to the Unit Issue Mandate (including
Units to be issued in pursuance of Instruments made or granted pursuant to the Unit Issue
Mandate) must not exceed 50.0% of the total number of issued Units (excluding treasury
Units, if any) (as calculated in accordance with sub-paragraph (B) below), of which the
aggregate number of Units to be issued other than on a pro rata basis to Unitholders must
not exceed 20.0% of the total number of issued Units (excluding treasury Units, if any) (as
calculated in accordance with sub-paragraph (B) below):

(B)

subject to such manner of calculation as may be prescribed by the SGX-ST for the purpose
of determining the aggregate number of Units that may be issued under sub-paragraph (A)
above, the total number of issued Units (excluding treasury Units, if any) shall be based on
the number of issued Units (excluding treasury Units, if any) after completion of the Offering,
after adjusting for any subsequent bonus issue, consolidation or subdivision of Units;

(C) in exercising the Unit Issue Mandate, the Manager shall comply with the provisions of the
Listing Manual for the time being in force (unless such compliance has been waived by the
SGX-ST) and the Trust Deed for the time being in force (unless otherwise exempted or
waived by the MAS);
(D) (unless revoked or varied by the Unitholders in a general meeting) the authority conferred by
the Unit Issue Mandate shall continue in force until (i) the conclusion of the first annual
general meeting of IREIT or (ii) the date by which the first annual general meeting of IREIT
is required by applicable regulations to be held, whichever is earlier;
(E)

where the terms of the issue of the Instruments provide for adjustment to the number of
Instruments or Units into which the Instruments may be converted, in the event of rights,
bonus or other capitalisation issues or any other events, the Manager is authorised to issue
additional Instruments or Units pursuant to such adjustment notwithstanding that the
authority conferred by the Unit Issue Mandate may have ceased to be in force at the time the
Instruments or Units are issued; and

(F)

the Manager and the Trustee be and are hereby severally authorised to complete and do all
such acts and things (including executing all such documents as may be required) as the
Manager or, as the case may be, the Trustee may consider expedient or necessary or in the
interest of IREIT to give effect to the authority conferred by the Unit Issue Mandate.
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Suspension of Issue of Units
The Manager or the Trustee may, with the prior written approval of the other and subject to the
Listing Manual or the listing rules of any other relevant Recognised Stock Exchange, suspend the
issue of Units during any of the following events:
•

any period when the SGX-ST or any other relevant Recognised Stock Exchange is closed
(otherwise than for public holidays) or during which dealings are restricted or suspended;

•

the existence of any state of affairs which, in the opinion of the Manager or (as the case may
be) the Trustee, might seriously prejudice the interests of the Unitholders as a whole or of the
Deposited Property;

•

any breakdown in the means of communication normally employed in determining the price
of any assets of IREIT or (if relevant) the current price thereof on the SGX-ST or any other
relevant Recognised Stock Exchange, or when for any reason the prices of any assets of
IREIT cannot be promptly and accurately ascertained;

•

any period when remittance of money which will or may be involved in the realisation of any
asset of IREIT or in the payment for such asset of IREIT cannot, in the opinion of the
Manager, be carried out at normal rates of exchange;

•

any period where the issuance of Units is suspended pursuant to any order or direction
issued by the MAS or any other relevant regulatory authority;

•

in relation to any general meeting of Unitholders, the 48-hour period before such general
meeting or any adjournment thereof; or

•

when the business operations of the Manager or the Trustee in relation to the operation of
IREIT are substantially interrupted or closed as a result of, or arising from, nationalisation,
expropriation, currency restrictions, pestilence, acts of war, terrorism, insurrection,
revolution, civil unrest, riots, strikes, nuclear fusion or fission or acts of God.

Such suspension shall take effect forthwith upon the declaration in writing thereof by the Manager
or (as the case may be) the Trustee and shall terminate on the day following the first Business Day
on which the condition giving rise to the suspension ceases to exist and no other conditions under
which suspension is authorised (as set out above) exists, upon the declaration in writing thereof
by the Manager or (as the case may be) the Trustee.
In the event of any suspension while IREIT is listed on the SGX-ST, the Manager shall ensure that
immediate announcement of such suspension is made through the SGX-ST or the relevant
Recognised Stock Exchange.
Redemption of Units
The Trust Deed provides that any redemption of Units will be carried out in accordance with the
Property Funds Appendix, the rules of the Listing Manual (if applicable) and all other applicable
laws and regulations. With respect to any terms which are necessary to carry out such redemption
but are not prescribed by the Property Funds Appendix, the rules in the Listing Manual and any
laws and regulations, these terms shall be determined by mutual agreement between the Manager
and the Trustee.
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For so long as the Units are listed on the SGX-ST, the Unitholders have no right to request that
the Manager repurchase or redeem their Units while the Units are listed on the SGX-ST and/or any
other Recognised Stock Exchange. It is intended that the Unitholders may only deal in their listed
Units through trading on the SGX-ST.
Rights and Liabilities of Unitholders
The key rights of Unitholders include rights to:
•

receive income and other distributions attributable to the Units held;

•

receive audited accounts and the annual reports of IREIT; and

•

participate in the termination of IREIT by receiving a share of all net cash proceeds derived
from the realisation of the assets of IREIT less any liabilities, in accordance with their
proportionate interests in IREIT.

No Unitholder has a right to require that any asset of IREIT be transferred to him.
Further, Unitholders cannot give any directions to the Trustee or the Manager (whether at a
meeting of Unitholders duly convened and held in accordance with the provisions of the Trust
Deed or otherwise) if it would require the Trustee or the Manager to do or omit doing anything
which may result in:
•

IREIT, the Manager or the Trustee, as the case may be, ceasing to comply with the Listing
Manual or, if applicable, the listing rules of the relevant Recognised Stock Exchange, and all
other applicable laws and regulations; or

•

the exercise of any discretion expressly conferred on the Trustee or the Manager by the Trust
Deed or the determination of any matter which, under the Trust Deed, requires the
agreement of (i) the Trustee, (ii) the Manager or (iii) both the Trustee and the Manager.

The Trust Deed contains provisions that are designed to limit the liability of a Unitholder to the
amount paid or payable for any Unit. The provisions ensure that if the issue price of the Units held
by a Unitholder has been fully paid, no such Unitholder, by reason alone of being a Unitholder, will
be personally liable to indemnify the Trustee or any creditor of IREIT in the event that the liabilities
of IREIT exceed its assets.
Under the Trust Deed, every Unit carries the same voting rights.
Amendments of the Trust Deed
Approval of Unitholders by an Extraordinary Resolution will be obtained for any amendment of the
Trust Deed unless the Trustee certifies, in its opinion, that such amendment:
•

does not materially prejudice the interests of Unitholders and does not operate to release to
any material extent the Trustee or the Manager from any responsibility to the Unitholders;

•

is necessary in order to comply with applicable fiscal, statutory or official requirements
(whether or not having the force of law), including, without limitation, requirements under all
other applicable laws, regulations and guidelines; or

•

is made to remove obsolete provisions or to correct a manifest error.
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No such amendment shall impose upon any Unitholder any obligation to make any further
payments in respect of his Units or to accept any liability in respect thereof.
Notwithstanding any of the above, the Manager and the Trustee may, with the written approval of
the competent authorities, alter certain provisions in the Trust Deed relating to the use of
derivatives.
Meeting of Unitholders
Under applicable law and the provisions of the Trust Deed, IREIT will not hold any meetings for
Unitholders unless the Trustee or the Manager convenes a meeting or unless not less than 50
Unitholders or Unitholders representing not less than 10.0% of the total Units issued gives written
request for a meeting to be convened. In addition, IREIT is required to hold an annual general
meeting once in every calendar year and not more than 15 months after the holding of the last
preceding annual general meeting, but so long as IREIT holds its first annual general meeting
within 18 months of its constitution, it need not hold it in the year of its constitution or the following
year. Furthermore, the Trust Deed shall comply with paragraph 4 of the Property Funds Appendix.
A meeting of Unitholders when convened may, by Extraordinary Resolution and in accordance
with the provisions of the Trust Deed:
•

sanction any modification, alteration or addition to the Trust Deed which shall be agreed by
the Trustee and the Manager as provided in the Trust Deed;

•

sanction a supplemental deed increasing the maximum permitted limit or any change in the
structure of the fees payable to the Manager and the Trustee;

•

remove the auditors and appoint other auditors in their place;

•

remove the Trustee;

•

direct the Trustee to take any action pursuant to Section 295 of the SFA (relating to the
winding up of IREIT); and

•

delist IREIT after it has been listed.

A meeting of Unitholders may, also by an Ordinary Resolution of Unitholders present and voting
at a meeting of Unitholders convened in accordance with the Trust Deed, vote to remove the
Manager (with the Manager and its related parties being permitted to vote).
Any decision to be made by resolution of Unitholders other than the above shall be made by
Ordinary Resolution, unless an Extraordinary Resolution is required by the SFA, the CIS Code or
the Listing Manual.
Except as otherwise provided for in the Trust Deed, and save for an Extraordinary Resolution
(which requires at least 21 days’ notice) (not inclusive of the day on which the notice is served or
deemed to be served and of the day for which the notice is given), at least 14 days’ notice (not
inclusive of the day on which the notice is served or deemed to be served and of the day for which
the notice is given) of every meeting shall be given to the Unitholders in the manner provided in
the Trust Deed. Each notice shall specify the place, day and hour of the meeting, and the terms
of the resolutions to be proposed. Any notice of a meeting called to consider special business shall
be accompanied by a statement regarding the effect of any proposed resolutions in respect of
such special business.
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The quorum at a meeting shall not be less than two Unitholders (whether present in person or by
proxy) together holding or representing one-tenth in value of all the Units for the time being in
issue.
Subject to the prevailing listing rules by the SGX-ST, voting at a meeting shall be by poll.
Unitholders do not have different voting rights on account of the number of votes held by a
particular Unitholder. On a poll, every Unitholder has one vote for each Unit of which it is the
Unitholder. The Trust Deed does not contain any limitation on non-Singapore resident or foreign
Unitholders holding Units or exercising the voting rights with respect to their unitholdings.
Neither the Manager nor any of its Associates shall be entitled to vote or be counted as part of a
quorum at a meeting convened to consider a matter in respect of which the Manager or any of its
Associates has a material interest save for an Ordinary Resolution duly proposed to remove the
Manager, in which case, no Unitholder shall be disenfranchised.
For so long as the Manager is the manager of IREIT, the controlling shareholders (as defined in
the Listing Manual) of the Manager and of any of its Associates are prohibited from voting or being
counted as part of a quorum for any meeting of Unitholders convened to consider a matter in
respect of which the relevant controlling shareholders of the Manager and of any of its Associates
have a material interest.
DECLARATION OF UNITHOLDINGS
Duty of Manager to Make Disclosure
Pursuant to Section 137ZC of the SFA, where the Manager acquires or disposes of interests in
Units or debentures or units of debentures of IREIT, or the Manager has been notified in writing
by, inter alia, a Substantial Unitholder or director or Chief Executive Officer of the Manager
pursuant to the unitholdings disclosure requirements of the SFA as set out below, the Manager
shall announce such information via SGXNET and in such form and manner as the Authority may
prescribe as soon as practicable and in any case no later than the end of the Business Day
following the day on which the Manager became aware of the acquisition or disposal or received
the notice.
Substantial Unitholdings
Pursuant to Sections 135 to 137B of the SFA (read with Section 137U of the SFA), Substantial
Unitholders are required to notify the Manager and the Trustee within two Business Days after
becoming aware of their becoming a Substantial Unitholder, any subsequent change in the
percentage level of their interest(s) in Units (rounded down to the next whole number) or their
ceasing to be a Substantial Unitholder.
Directors and Chief Executive Officer of the Manager
Pursuant to Section 137Y of the SFA, directors and chief executive officers of the Manager are
required to, within two Business Days, notify the Manager of their acquisition of interest in Units
or of changes to the number of Units which they hold or in which they have an interest.
A director or chief executive officer of the Manager is deemed to have an interest in Units in the
following circumstances:
•

Where the director or chief executive officer is the beneficial owner of a Unit (whether directly
through a direct securities account or sub-account maintained by a Depositor (as defined in
Section 130A of the Companies Act) with CDP (“Securities Account”) or indirectly through
a depository agent or otherwise).
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•

Where a body corporate is the beneficial owner of a Unit and the director or chief executive
officer is entitled to exercise or control the exercise of not less than 20.0% of the votes
attached to the voting shares in the body corporate.

•

Where the director’s or chief executive officer’s (i) spouse or (ii) son, adopted son, stepson,
daughter, adopted daughter or step-daughter below the age of 21 years has any interest in
a Unit.

•

Where the director or chief executive officer, his (i) spouse or (ii) son, adopted son, stepson,
daughter, adopted daughter or step-daughter below the age of 21 years:

•

–

has entered into a contract to purchase a Unit;

–

has a right to have a Unit transferred to any of them or to their order, whether the right
is exercisable presently or in the future and whether on the fulfilment of a condition or
not;

–

has the right to acquire a Unit under an option, whether the right is exercisable presently
or in the future and whether on the fulfilment of a condition or not; or

–

is entitled (otherwise than by reason of any of them having been appointed a proxy or
representative to vote at a meeting of Unitholders) to exercise or control the exercise
of a right attached to a Unit, not being a Unit of which any of them is the holder.

Where the property subject to a trust consists of or includes a Unit and the director or chief
executive officer knows or has reasonable grounds for believing that he has an interest under
the trust and the property subject to the trust consists of or includes such Unit.

THE TRUSTEE
The trustee of IREIT is DBS Trustee Limited. It is a company incorporated in Singapore and
registered as a trust company under the Trust Companies Act. It is approved to act as a trustee
for authorised collective investment schemes under Section 289(1) of the SFA. As at the date of
this Prospectus, DBS Trustee Limited has a paid-up capital of S$2.5 million. Its place of business
is located at 12 Marina Boulevard, Level 44, Marina Bay Financial Centre Tower 3, Singapore
018982.
The Trustee is independent of the Manager.
Powers, Duties and Obligations of the Trustee
The Trustee’s powers, duties and obligations are set out in the Trust Deed. The powers and duties
of the Trustee include:
•

acting as trustee of IREIT and, in such capacity, safeguarding the rights and interests of the
Unitholders, for example, by satisfying itself that transactions it enters into for and on behalf
of IREIT with a Related Party of the Manager, the Trustee or IREIT are conducted on normal
commercial terms, are not prejudicial to the interests of IREIT or the Unitholders, and in
accordance with all applicable requirements under the Property Funds Appendix and/or the
Listing Manual relating to the transaction in question;

•

holding the assets of IREIT on trust for the benefit of the Unitholders in accordance with the
Trust Deed; and
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•

exercising all the powers of a trustee and the powers that are incidental to the ownership of
the assets of IREIT.

The Trustee has covenanted in the Trust Deed that it will exercise all due care, diligence and
vigilance in carrying out its functions and duties, and in safeguarding the rights and interests of
Unitholders.
In the exercise of its powers, the Trustee may (on the recommendation of the Manager) and
subject to the provisions of the Trust Deed, acquire or dispose of any real or personal property,
borrow and encumber any asset.
The Trustee may, subject to the provisions of the Trust Deed, appoint and engage:
•

a person or entity to exercise any of its powers or perform its obligations; and

•

any real estate agents or managers or service providers or such other persons, including a
Related Party of the Manager on an arm’s length basis and on normal commercial terms, in
relation to the project management, development, leasing, lease management, marketing,
property management, purchase or sale of any real estate assets and real estate-related
assets.

Subject to the Trust Deed and the Property Funds Appendix, the Manager may direct the Trustee
to borrow or raise money or obtain other financial accommodation for the purposes of IREIT, both
on a secured and unsecured basis.
The Trustee must carry out its functions and duties and comply with all the obligations imposed
on it as set out in the Trust Deed, the Listing Manual, the SFA, the CIS Code (including the
Property Funds Appendix), the Take-over Code, any tax ruling and all other relevant laws. It must
retain IREIT’s assets, or cause IREIT’s assets to be retained, in safe custody and cause IREIT’s
accounts to be audited. Pursuant to the Trust Deed, it can appoint any custodian, joint-custodian
or sub-custodian (including, without limitation, any Related Party of the Trustee) in relation to the
whole or any part of IREIT’s assets. It can appoint valuers to value the real estate assets and real
estate-related assets of IREIT.
The Trustee is not personally liable to a Unitholder in connection with the office of the Trustee
except in respect of its own fraud, gross negligence, wilful default, breach of the Trust Deed or
breach of trust. Any liability incurred and any indemnity to be given by the Trustee shall be limited
to the assets of IREIT over which the Trustee has recourse, provided that the Trustee has acted
without fraud, gross negligence, wilful default or breach of the Trust Deed. The Trust Deed
contains certain indemnities in favour of the Trustee under which it will be indemnified out of the
assets of IREIT for liability arising in connection with certain acts or omissions. These indemnities
are subject to any applicable laws.
Retirement and Replacement
The Trustee may retire or be replaced under the following circumstances:
•

The Trustee shall not be entitled to retire voluntarily except upon the appointment of a new
trustee (such appointment to be made in accordance with the provisions of the Trust Deed).
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•

The Trustee may be removed by notice in writing to the Trustee by the Manager:
–

if the Trustee goes into liquidation (except a voluntary liquidation for the purpose of
reconstruction or amalgamation upon terms previously approved in writing by the
Manager) or if a receiver is appointed over any of its assets or if a judicial manager is
appointed in respect of the Trustee;

–

if the Trustee ceases to carry on business;

–

if the Trustee fails or neglects after reasonable notice from the Manager to carry out or
satisfy any material obligation imposed on the Trustee by the Trust Deed;

–

if the Unitholders, by Extraordinary Resolution duly passed at a meeting of Unitholders
held in accordance with the provisions of the Trust Deed, and of which not less than 21
days’ notice has been given to the Trustee and the Manager, shall so decide; or

–

if the MAS directs that the Trustee be removed.

Trustee’s Fee
The Trustee’s fee shall not exceed 0.1% per annum of the value of the Deposited Property, subject
to a minimum of S$10,000 per month, excluding out-of-pocket expenses and GST in accordance
with the Trust Deed. The Trustee’s fee is accrued daily and paid monthly in arrears in accordance
with the Trust Deed.
The actual fee payable to the Trustee will be determined between the Manager and the Trustee
from time to time. The Trustee will also be paid a one-time inception fee as may be agreed
between the Trustee and the Manager, subject to a maximum of S$60,000.
Any increase in the maximum permitted amount or any change in the structure of the Trustee’s fee
must be approved by an Extraordinary Resolution at a Unitholders’ meeting duly convened and
held in accordance with the provisions of the Trust Deed.
TERMINATION OF IREIT
Under the provisions of the Trust Deed, the duration of IREIT shall end on the earliest of:
•

such date as may be provided under applicable laws and regulations;

•

the date on which IREIT is terminated by the Manager in such circumstances as set out under
the provisions of the Trust Deed as described below; or

•

the date on which IREIT is terminated by the Trustee in such circumstances as set out under
the provisions of the Trust Deed as described below.

The Manager may in its absolute discretion terminate IREIT by giving notice in writing to all
Unitholders or, as the case may be, the Depository and the Trustee not less than three months in
advance and to the MAS not less than seven days before the termination in any of the following
circumstances:
•

if any law shall be passed which renders it illegal or in the opinion of the Manager
impracticable or inadvisable for IREIT to exist;

•

if the NAV of the Deposited Property shall be less than S$50.0 million after the end of the first
anniversary of the date of the Trust Deed or any time thereafter; and

•

if at any time IREIT becomes unlisted after it has been listed.
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Subject to the SFA and any other applicable law or regulation, IREIT may be terminated by the
Trustee by notice in writing in any of the following circumstances:
•

if the Manager shall go into liquidation (except a voluntary liquidation for the purpose of
reconstruction or amalgamation upon terms previously approved in writing by the Trustee) or
if a receiver is appointed over any of its assets or if a judicial manager is appointed in respect
of the Manager or if any encumbrancer shall take possession of any of its assets or if it shall
cease business and the Trustee fails to appoint a successor manager in accordance with the
provisions of the Trust Deed;

•

if any law shall be passed which renders it illegal or in the opinion of the Trustee
impracticable or inadvisable for IREIT to exist; and

•

if within the period of three months from the date of the Trustee expressing in writing to the
Manager the desire to retire, the Manager shall have failed to appoint a new trustee in
accordance with the provisions of the Trust Deed.

The decision of the Trustee in any of the events specified above shall be final and binding upon
all the parties concerned but the Trustee shall be under no liability on account of any failure to
terminate IREIT pursuant to the paragraph above or otherwise. The Manager shall accept the
decision of the Trustee and relieve the Trustee of any liability to it and hold it harmless from any
claims whatsoever on its part for damages or for any other relief.
Generally, upon the termination of IREIT, the Trustee shall, subject to any authorisations or
directions given to it by the Manager or the Unitholders pursuant to the Trust Deed, sell the
Deposited Property and repay any borrowings incurred on behalf of IREIT in accordance with the
Trust Deed (together with any interest accrued but remaining unpaid) as well as all other debts
and liabilities in respect of IREIT before distributing the balance of the Deposited Property to the
Unitholders in accordance with their proportionate interests in IREIT.
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CERTAIN AGREEMENTS RELATING TO IREIT GLOBAL AND
THE PROPERTIES
The agreements discussed in this section are complex documents and the following is a summary
only. Investors should refer to the agreements themselves to confirm specific information or for a
detailed understanding of IREIT. The agreements are available for inspection at the registered
office of the Manager at 158 Cecil Street #11-01, Singapore 069545 (prior appointment would be
appreciated).
RIGHTS OF FIRST REFUSAL
The Sponsor ROFR
The Sponsor has on 14 July 2014 granted a right of first refusal (the “Sponsor ROFR”) to the
Trustee for so long as:
•

IREIT Global Group Pte. Ltd. or any of its related corporations remains the manager of IREIT;
and

•

the Sponsor and/or any of its related corporations, alone or in aggregate, remains as a
controlling shareholder of the manager of IREIT.

For the purposes of the Sponsor ROFR:
•

a “controlling shareholder” means a person who (i) holds directly or indirectly 15.0% or
more of the total number of issued shares of the company or (ii) in fact exercises control over
the company;

•

a “related corporation” has the same meaning as ascribed to it in the Companies Act;

•

a “Sponsor Relevant Entity” means the Sponsor or any of its existing or future subsidiaries
(the “Sponsor Group”) or future private funds 1 managed by the Sponsor Group, and where
such subsidiaries are not wholly-owned by the Sponsor or where the interests in such private
funds are not wholly-owned by the Sponsor and their other shareholder(s) or private fund
investor(s) is/are third parties, such subsidiaries or private funds will be subject to the
Sponsor ROFR only upon obtaining the consent of such third parties, and in this respect, the
Sponsor shall use its best endeavours to obtain such consent; and

•

a “Relevant Asset” means any income-producing real estate in Europe which is used
primarily for office purposes. Where such income-producing real estate is held by a Sponsor
Relevant Entity through an SPV established solely to own such real estate, the term
“Relevant Asset” shall refer to the shares or equity interests, as the case may be, in that
SPV 2.

The Sponsor ROFR shall cover any proposed offer by a Sponsor Relevant Entity to dispose of any
interest in any Relevant Asset which is owned by the Sponsor Relevant Entity (“Proposed
Disposal”). If the Relevant Asset is owned jointly by a Sponsor Relevant Entity together with one
or more third parties and the consent of any of such third parties is required for the Relevant Asset
to be offered to IREIT or its subsidiaries, the Sponsor shall use its best endeavours to obtain the
consent of the relevant third party or parties, failing which the Sponsor ROFR shall not apply to
the disposal of such Relevant Asset. For the avoidance of doubt, the grant by any Sponsor

1

As at the Latest Practicable Date, the Sponsor does not manage any private funds.

2

As at the Latest Practicable Date, the Sponsor does not have any interest in any Relevant Assets.
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Relevant Entity of a lease (including a long term lease) over any such Relevant Asset (or any part
thereof) for a rent or other service income shall not constitute or be deemed to constitute a
Proposed Disposal for the purposes of this paragraph.
The Sponsor ROFR shall:
•

be subject to any prior overriding contractual obligations which the Sponsor Relevant Entity
may have in relation to the Relevant Assets and/or the third parties that hold these Relevant
Assets;

•

exclude the disposal of any interest in the Relevant Assets by a Sponsor Relevant Entity to
a related corporation of such Sponsor Relevant Entity pursuant to a reconstruction,
amalgamation, restructuring, merger and/or any analogous event or transfer of shares of the
Sponsor Relevant Entity between the shareholders of the Sponsor Relevant Entity as may be
provided in any shareholders agreement; and

•

be subject to the applicable laws, regulations and government policies.

In the event that the Trustee fails or does not wish to exercise the Sponsor ROFR, the Sponsor
Relevant Entity will be free to dispose of the Relevant Asset to a third party on terms no more
favourable to the third party that those offered by the Sponsor Relevant Entity to the Trustee,
provided that if the completion of the disposal of the Relevant Assets by the Sponsor Relevant
Entity does not occur within 12 months from the date of the written notice of the Proposed
Disposal, any proposal to dispose of such Relevant Asset after the aforesaid 12-month period
shall then remain subject to the Sponsor ROFR.
The Summit ROFR
Summit Group 1 has on 14 July 2014 granted a right of first refusal (the “Summit ROFR”) to the
Trustee for so long as:
•

IREIT Global Group Pte. Ltd. or any of its related corporations remains the manager of IREIT;

•

Summit Group and/or any of its related corporations, alone or in aggregate, remains as a
controlling shareholder of the manager of IREIT; and

•

Summit Group and/or any of its related corporations, alone or in aggregate remains as a
controlling unitholder of IREIT.

For the purposes of the Summit ROFR:
•

a “controlling shareholder” means a person who (i) holds directly or indirectly 15.0% or
more of the total number of issued shares of the company or (ii) in fact exercises control over
the company:

•

a “controlling unitholder” in relation to a real estate investment trust means a person who
(i) holds directly or indirectly 15% or more of the total number of issued units in the real estate
investment trust or (ii) in fact exercises control over the real estate investment trust;

•

a “related corporation” has the same meaning as ascribed to it in the Companies Act;

1

See “The Manager and Corporate Governance – Corporate Governance of the Manager – Potential Conflicts of
Interest” for further details of the undertaking by each of Mr Tong Jinquan, who is the ultimate owner of Summit
Group and the Strategic Partner, Mr Itzhak Sella, who is the ultimate owner of the Sponsor, and Mr Lim Chap Huat
who is the ultimate owner of LCH SPV, to address and mitigate any potential conflicts of interest.
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•

a “Summit Relevant Entity” means Summit Group or any of its existing or future
subsidiaries or future private funds 1 managed by the Summit Group or any of its existing or
future subsidiaries, and where such subsidiaries are not wholly-owned by Summit Group or
where the interests in such private funds are not wholly-owned by Summit Group, and their
other shareholder(s) or private fund investor(s) is/are third parties, such subsidiaries or
private funds will be subject to the Summit ROFR only upon obtaining the consent of such
third parties, and in this respect, Summit Group shall use its best endeavours to obtain such
consent; and

•

a “Relevant Asset” means any income-producing real estate in Europe which is used
primarily for office purposes. Where such income-producing real estate is held by a Summit
Relevant Entity through an SPV established solely to own such real estate, the term
“Relevant Asset” shall refer to the shares or equity interests, as the case may be, in that
SPV 2.

The Summit ROFR shall cover any proposed offer by a Summit Relevant Entity to dispose of any
interest in any Relevant Asset which is owned by the Summit Relevant Entity (“Proposed
Disposal”). If the Relevant Asset is owned jointly by a Summit Relevant Entity together with one
or more third parties and the consent of any of such third parties is required for the Relevant Asset
to be offered to IREIT or its subsidiaries, Summit Group shall use its best endeavours to obtain
the consent of the relevant third party or parties, failing which the Summit ROFR shall not apply
to the disposal of such Relevant Asset. For the avoidance of doubt, the grant by any Summit
Relevant Entity of a lease (including a long term lease) over any such Relevant Asset (or any part
thereof) for a rent or other service income shall not constitute or be deemed to constitute a
Proposed Disposal for the purposes of this paragraph.
The Summit ROFR shall:
•

be subject to any prior overriding contractual obligations which the Summit Relevant Entity
may have in relation to the Relevant Assets and/or the third parties that hold these Relevant
Assets;

•

exclude the disposal of any interest in the Relevant Assets by a Summit Relevant Entity to
a related corporation of such Summit Relevant Entity pursuant to a reconstruction,
amalgamation, restructuring, merger and/or any analogous event or transfer of shares of the
Summit Relevant Entity between the shareholders of the Summit Relevant Entity as may be
provided in any shareholders agreement; and

•

be subject to the applicable laws, regulations and government policies.

In the event that the Trustee fails or does not wish to exercise the Summit ROFR, the Summit
Relevant Entity will be free to dispose of the Relevant Asset to a third party on terms no more
favourable to the third party that those offered by the Summit Relevant Entity to the Trustee,
provided that if the completion of the disposal of the Relevant Assets by the Summit Relevant
Entity does not occur within 12 months from the date of the written notice of the Proposed
Disposal, any proposal to dispose of such Relevant Asset after the aforesaid 12-month period
shall then remain subject to the Summit ROFR.

1

As at the Latest Practicable Date, the Summit Group does not manage any private funds.

2

As at the Latest Practicable Date, the Summit Group does not have any interest in any Relevant Assets.
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The LCH ROFR
Mr Lim Chap Huat has on 29 July 2014 granted a right of first refusal (the “LCH ROFR”) to the
Trustee for so long as:
•

IREIT Global Group Pte. Ltd. or any of its related corporations remains the manager of IREIT;
and

•

Mr Lim Chap Huat and/or any corporations which he directly or indirectly owns more than
50%, alone or in aggregate, remains as a controlling shareholder of the manager of IREIT;
and

•

Mr Lim Chap Huat and/or any corporations which he directly or indirectly owns more than
50%, alone or in aggregate remains as a controlling unitholder of IREIT.

For the purposes of the LCH ROFR:
•

a “controlling shareholder” means a person who (i) holds directly or indirectly 15.0% or
more of the total number of issued shares of the company or (ii) in fact exercises control over
the company;

•

a “controlling unitholder” means in relation to a real estate investment trust means a
person who (i) holds directly or indirectly 15.0% or more of the total number of issued units
in the real estate investment trust or (ii) in fact exercises control over the real estate
investment trust;

•

a “related corporation” has the same meaning as ascribed to it in the Companies Act;

•

a “LCH Relevant Entity” means Mr Lim Chap Huat or any existing or future corporations
which Mr Lim Chap Huat directly or indirectly holds more than 50% or future private funds 1
managed by Mr Lim Chap Huat, and where such corporations are not wholly-owned by Mr
Lim Chap Huat or where the interests in such private funds are not wholly-owned by Mr Lim
Chap Huat and their other shareholder(s) or private fund investor(s) is/are third parties, such
subsidiaries or private funds will be subject to the LCH ROFR only upon obtaining the
consent of such third parties, and in this respect, Mr Lim Chap Huat shall use its best
endeavours to obtain such consent; and

•

a “Relevant Asset” means any income-producing real estate in Europe which is used
primarily for office purposes. Where such income-producing real estate is held by a LCH
Relevant Entity through an SPV established solely to own such real estate, the term
“Relevant Asset” shall refer to the shares or equity interests, as the case may be, in that
SPV 2.

The LCH ROFR shall cover any proposed offer by a LCH Relevant Entity to dispose of any interest
in any Relevant Asset which is owned by the LCH Relevant Entity (“Proposed Disposal”). If the
Relevant Asset is owned jointly by a LCH Relevant Entity together with one or more third parties
and the consent of any of such third parties is required for the Relevant Asset to be offered to
IREIT or its subsidiaries, Mr Lim Chap Huat shall use its best endeavours to obtain the consent
of the relevant third party or parties, failing which the LCH ROFR shall not apply to the disposal
of such Relevant Asset. For the avoidance of doubt, the grant by any LCH Relevant Entity of a

1

As at the Latest Practicable Date, Mr Lim Chap Huat does not manage any private funds.

2

As at the Latest Practicable Date, Mr Lim Chap Huat does not have any interest in any Relevant Asset.
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lease (including a long term lease) over any such Relevant Asset (or any part thereof) for a rent
or other service income shall not constitute or be deemed to constitute a Proposed Disposal for
the purposes of this paragraph.
The LCH ROFR shall:
•

be subject to any prior overriding contractual obligations which the LCH Relevant Entity may
have in relation to the Relevant Assets and/or the third parties that hold these Relevant
Assets;

•

exclude the disposal of any interest in the Relevant Assets by a LCH Relevant Entity to a
related corporation of such LCH Relevant Entity pursuant to a reconstruction, amalgamation,
restructuring, merger and/or any analogous event or transfer of shares of the LCH Relevant
Entity between the shareholders of the LCH Relevant Entity as may be provided in any
shareholders agreement; and

•

be subject to the applicable laws, regulations and government policies.

In the event that the Trustee fails or does not wish to exercise the LCH ROFR, the LCH Relevant
Entity will be free to dispose of the Relevant Asset to a third party on terms no more favourable
to the third party that those offered by the LCH Relevant Entity to the Trustee, provided that if the
completion of the disposal of the Relevant Assets by the LCH Relevant Entity does not occur
within 12 months from the date of the written notice of the Proposed Disposal, any proposal to
dispose of such Relevant Asset after the aforesaid 12-month period shall then remain subject to
the LCH ROFR.
The LCH ROFR shall also apply during the period commencing from the date of the LCH ROFR
until the date which Mr Lim Chap Huat, and/or any corporation which Mr Lim Chap Huat directly
or indirectly wholly-owns, completes the acquisition of at least 19.0% of the shares of the
Manager.
PROPERTY SALE AND PURCHASE AGREEMENTS
For the acquisition of the Properties in the IPO Portfolio, the Dutch Holding Companies have
entered into two different transactions. Bonn Campus, Darmstadt Campus, Münster North and
Münster South were purchased in a portfolio transaction. Concor Park was purchased in a single
asset transaction. The main elements of these transactions are summarised below.
Deutsche Telekom Properties Purchase Agreements
Transaction Structure
With respect to the Deutsche Telekom Properties, seven of the Dutch Holding Companies (the
“Deutsche Telekom Property Purchasers”) have entered into four different property sale and
purchase agreements, one for each of Bonn Campus, Darmstadt Campus, Münster North and
Münster South (the “Deutsche Telekom Property Purchase Agreements”). All four Deutsche
Telekom Property Purchase Agreements are basically identical and are linked together by a
framework agreement to which all sellers and all purchasers under the Deutsche Telekom
Property Purchase Agreements are parties and which contains a number of common provisions
for all four Deutsche Telekom Property Purchase Agreements.
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Sellers and Security for the Sellers’ Obligations
The sellers of the Deutsche Telekom Properties (the “Deutsche Telekom Property Vendors”) are
four limited liability partnerships (Kommanditgesellschaften) under German law that were set up
for the sole purpose of purchasing and holding the Deutsche Telekom Properties.
To the best knowledge of the Manager, the Deutsche Telekom Property Vendors are 94.9% held
by a Luxembourg-based entity, Sheardan Holdings S.á r l, while the remaining 5.1% is held by the
original developer of the Deutsche Telekom Properties. Sheardan Holdings S.á r l is 50% held by
the Ravad Group and 50% held by a private investment vehicle which is controlled by the ultimate
controlling shareholder of the Ravad Group.
With respect to the obligations of the Deutsche Telekom Property Vendors under the warranties
agreed in the Deutsche Telekom Property Purchase Agreements (see below) the Deutsche
Telekom Property Purchasers have received additional security in the form of two separate
guarantee letters issued by Ravad Ltd. and by Blenheim Properties Group Limited, respectively,
which are each limited to a maximum amount of C5.0 million; the aggregate guarantee amount is
thus C10.0 million. These guarantee letters may only be invoked after the purchase prices were
paid in accordance with the provisions of the Deutsche Telekom Property Purchase Agreements.
The Ravad Group is an Israel-based real estate company listed on the Tel Aviv Stock Exchange.
It has a market capitalisation of Israeli Shekel 136.1 million (which is equivalent to S$49.3 million)
as at the Latest Practicable Date. Blenheim Properties Group Limited is a private vehicle based
in the British Virgin Islands which is controlled by the ultimate controlling shareholder of the Ravad
Group, Mr Igal Ahouvi, an Israeli entrepreneur who holds interests in property and financial
holdings in the United Kingdom, Switzerland, Germany, USA, Ireland, Russia, Vietnam and Israel.
Save for their role as director of the Manager or their unitholding interest in IREIT, none of the
directors of the Manager or controlling unitholders of IREIT is interested in the Deutsche Telekom
Properties Purchase Agreements. There is no prior relationship between the Chief Executive
Officer and the Deutsche Telekom Property Vendors (including their direct shareholders and
ultimate controlling shareholders).
Payment of the Purchase Prices and Position of the Deutsche Telekom Property Purchasers
in the Interim Period
The purchase prices agreed in the Deutsche Telekom Property Purchase Agreements are C99.5
million for Bonn Campus, C74.1 million for Darmstadt Campus, C28.4 million for Münster North
and C22.5 million for Münster South. The aggregate purchase price for the Deutsche Telekom
Properties is thus C224.5 million.
The payment of the purchase prices is subject to certain closing conditions. The most important
of these closing conditions refers to a joint land charge for Eurohypo AG, Eschborn 1, in the amount
of C250.0 million which is encumbering the Deutsche Telekom Properties (the “Eurohypo Land
Charge”) which is to be released out of the purchase prices 2. One of the closing conditions under
the Deutsche Telekom Property Purchase Agreements is, therefore, that Eurohypo AG lodges all
documents necessary for the deletion of the Eurohypo Land Charge with the acting notary with the
irrevocable instruction to file for the deletion of the Eurohypo Land Charge as soon as the required

1

Eurohypo AG, Eschborn (now known as Hypothekenbank Frankfurt AG) is a financial institution which is a 100%
subsidiary of Commerzbank AG (which is also a financial institution) and is a specialist bank for, inter alia, real estate
finance.

2

The amount of C250.0 million is only the face value of the land charge. The Manager understands from the Deutsche
Telekom Property Vendors that the secured loan (and consequently the release amount) will be considerably lower
and is likely to be in the region of C200.0 million to C220.0 million. The Deutsche Telekom Property Vendors have
guaranteed that the purchase price of C224.5 million will be sufficient to release the Eurohypo land charge.
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release amount (the “Eurohypo Release Amount”) was received by Eurohypo AG. In this context,
the Deutsche Telekom Property Purchase Agreements further provide that a part of the purchase
prices equal to the Eurohypo Release Amount shall be paid by the Deutsche Telekom Property
Purchasers directly to Eurohypo AG. This is a standard technique frequently applied in German
property purchase agreements to ensure that mortgages or land charges encumbering the sold
property are released upon payment of the purchase price.
The parties to each of the Deutsche Telekom Property Purchase Agreements have agreed that the
benefits and burdens (i.e. the economic ownership) of the Deutsche Telekom Properties shall
transfer to the Deutsche Telekom Property Purchasers upon payment of the purchase prices, and
the acting notary is irrevocably authorised and instructed to apply for the registration of the
transfer of ownership to the Deutsche Telekom Property Purchasers as soon as the payment of
the purchase prices is confirmed to him. However, due to certain suspending conditions (as
explained in more detail below) the purchase prices will not become due for payment until shortly
before the IPO.
In order to secure the position of the Deutsche Telekom Property Purchasers in the interim period
and in particular to avoid interim sales by the Deutsche Telekom Property Vendors, the Deutsche
Telekom Property Vendors have agreed to have a priority notice of conveyance registered on the
Deutsche Telekom Properties for the benefit of the Deutsche Telekom Property Purchasers. Under
German law, the registration of a priority notice of conveyance is securing a purchaser of real
property against interim dispositions or encumbrances of the sold property and also against a
cancellation of the purchase agreement in case of an insolvency of the seller.
Land tax in relation to Darmstadt Campus
The current land tax payable in relation to Darmstadt Campus is subject to recalculation and
adjustments by the local tax office (to reflect the completion of the development), and the local tax
office would typically adjust the land tax only sometime after the completion of the development.
As such, the Darmstadt Campus Vendor had previously collected an amount from GMG to satisfy
the claims which would arise when the land tax is adjusted (the “GMG Prepayments”). Under the
lease agreement for Darmstadt Campus, GMG is obliged to pay the landlord (being IREIT) for all
land tax obligations and as such, GMG is liable for any land tax obligations that exceed the GMG
Prepayments.
The agreed purchase price of C99.5 million for Bonn Campus was a result of a reduction of C0.5
million from an originally requested amount of C100.0 million. In consideration of reducing the
purchase price of Bonn Campus by C0.5 million, IREIT has agreed to bear the risk of claims in
respect of land tax payable in respect of Darmstadt Campus during the period the Darmstadt
Campus Vendor was the owner of Darmstadt Campus, and to indemnify the Darmstadt Campus
Vendor for such claims. In connection with the arrangement described above, the Darmstadt
Campus Vendor and IREIT have agreed to limit the potential liabilities of IREIT in connection with
any outstanding land tax invoices and claims by GMG for repayment of overpaid land tax
prepayments for Darmstadt Campus during the period the Darmstadt Campus Vendor was the
owner of Darmstadt Campus to C0.5 million 1.

1

According to information received from the Property Manager, the maximum aggregate amount of land tax for which
IREIT could be liable in respect of Darmstadt Campus during the period the Darmstadt Campus Vendor was the
owner of Darmstadt Campus (comprising (i) outstanding land tax and (ii) claims by GMG for repayment of overpaid
land tax prepayments for Darmstadt Campus) as of 30 June 2014 is C486,958.35, which is less than the
aforementioned C0.5 million. For the avoidance of doubt, the C0.5 million will be raised as part of the gross
proceeds from the Offering and the issuance of the Summit Units.
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Purchasers’ Right to Encumber the Deutsche Telekom Properties
In order to be able to finance the purchase prices, the Deutsche Telekom Property Purchasers
have been granted an irrevocable power of attorney by the Deutsche Telekom Property Vendors
to encumber each of the Deutsche Telekom Properties with mortgages and land charges up to the
amount of the C224.5 million which may be used from 20 April 2014. The use of this power of
attorney is subject to certain conditions that are intended to ensure that financings taken up on this
basis are actually used for the payment of the purchase prices and that any encumbrance
registered on this basis is deleted in the event of an unwinding of the Deutsche Telekom Property
Purchase Agreements. On the basis of this power of attorney the Deutsche Telekom Property
Purchasers have created a new land charge for the Lender which has already been registered on
Münster North and Münster South while the registration on Bonn Campus and Darmstadt Campus
is still pending at the date of this Prospectus. As long as the Eurohypo Land Charge is in place,
the new land charge granted on the basis of the power to encumber will be second ranking. The
Deutsche Telekom Property Purchase Agreements and the Facility provide for a mechanism that
ensures that the loan secured by the new land charge will be paid out against release of the
existing Eurohypo Land Charge so that the new land charge will step up in rank and become first
ranking.
Sellers’ Warranties and Tax Indemnifications
The scope of the warranties of the Deutsche Telekom Property Vendors, as provided in the
Deutsche Telekom Property Purchase Agreements, is limited. The warranties mainly refer to the
accuracy and completeness of the documents and information provided by the Deutsche Telekom
Property Vendors in the course of the due diligence carried out by the Deutsche Telekom Property
Purchasers. This is further specified with respect to certain issues like the completeness and
correctness of information provided with respect to the building permits and to the lease
agreements. Most of the warranties are made to the best knowledge of the sellers.
Any liability of the Deutsche Telekom Property Vendors for the technical condition of the Deutsche
Telekom Properties or for potential contamination on the Deutsche Telekom Properties is explicitly
excluded 1.
The overall liability of the Deutsche Telekom Property Vendors for breaches of warranties is
limited to an aggregate amount of C10.0 million for all four Deutsche Telekom Property Vendors
together 2.
The Deutsche Telekom Properties Purchase Agreements further provide for an indemnification of
the Deutsche Telekom Property Purchasers by the Deutsche Telekom Property Vendors from a
potential secondary liability of the Deutsche Telekom Property Purchasers for taxes owed by the
Deutsche Telekom Property Vendors. This tax indemnification is unlimited and is not subject to the
aforementioned liability cap of C10.0 million.

1

The Concor Park Vendor is the developer that has completely refurbished the Concor Park building and concluded
all related contracts (leases and other contracts) by itself while the Deutsche Telekom Property Vendors have
purchased the Deutsche Telekom Properties already as used properties with all material contracts already in place.
The Manager believes that it is general business practice in Germany that the scope of the representations and
warranties is broader and the liability cap is higher in the case of the purchase of a newly built property than in case
of a used property.

2

The Manager believes that it has undertaken the necessary due diligence on the Deutsche Telekom Properties
which is prudent and typical for transactions of this type. The scope of the warranties and indemnifications provided
by the Deutsche Telekom Property Vendors covers all material aspects that are usually addressed in transactions
of this type. The liability amount is in the Manager’s opinion, sufficient to cover the risks identified in the due
diligence process.
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The tax indemnification does not apply to a deferred land tax liability relating to Darmstadt
Campus in the amount of approximately C490,000. (See “− Land tax in relation to Darmstadt
Campus” above for further details.)
Suspending Conditions and Sellers’ Right of Rescission
The effectiveness of the greater part of the provisions of the Deutsche Telekom Properties
Purchase Agreements is subject to the fulfillment of the conditions of (i) the payment of the
purchase price, and (ii) the payment of the expected amount of the Real Estate Transfer Tax
triggered by the sale of the Deutsche Telekom Properties into an escrow account of the acting
notary 1. It is envisaged that these payments will be made shortly before the IPO.
The Deutsche Telekom Property Vendors initially had the right to rescind from the Deutsche
Telekom Properties Purchase Agreements if these conditions were not satisfied by 15 April 2014.
In an amendment agreement to the Deutsche Telekom Properties Purchase Agreements the
Deutsche Telekom Property Vendors and the Deutsche Telekom Property Purchasers agreed to
extend this period until 31 May 2014. In a further amendment agreement to the Deutsche Telekom
Properties Purchase Agreements the Deutsche Telekom Property Vendors and the Deutsche
Telekom Property Purchasers agreed to extend this period until 30 June 2014. In a third
amendment agreement this period was further extended until 30 July 2014. In a fourth
amendment, this period was further extended until 15 August 2014.
Concor Park
Seller and Security for the Sellers’ Obligations
With respect to Concor Park, two of the Dutch Holding Companies, being Laughing Rock 8 B.V.
and Laughing Rock 9 B.V. (the “Concor Park Purchasers”), have entered into a single asset
property sale and purchase agreement (“Concor Park Purchase Agreement”).
The Concor Park Vendor is a private limited liability company (Gesellschaft mit beschränkter
Haftung – GmbH) under German law that was set up for the sole purpose of developing Concor
Park. The parent company of the Concor Park Vendor, the Austrian listed property holding and
development company UBM Realitätenentwicklung AG, has co-signed the Concor Park Purchase
Agreement and has given an unlimited guarantee for the proper fulfillment of all of the Concor
Park Vendor’s obligations under the Concor Park Purchase Agreement.
Payment of the Purchase Price and Position of the Deutsche Telekom Property Purchasers
in the Interim Period
The purchase price agreed in the Concor Park Purchase Agreement is C58.6 million. The payment
of the purchase prices is subject to certain closing conditions that are all already satisfied. These
include the following:
Concor Park is encumbered with a land charge for Wiener Städtische Versicherung AG, Vienna
Insurance Group, Vienna (“Vienna Insurance Group”) in the amount of C36.0 million (“Vienna
Insurance Group Land Charge”) which is to be released out of the purchase price. In this
respect, the same technique was applied as in the case of the Deutsche Telekom Properties which
means that one of the closing conditions under the Concor Park Purchase Agreement is that
Vienna Insurance Group lodges all documents necessary for the deletion of the Vienna Insurance

1

At the date of the signing of the Deutsche Telekom Properties Purchase Agreements in December 2013, the
expected amount of the Real Estate Transfer Tax was estimated at C11.25 million but due to a recent increase of
the Real Estate Transfer Tax rate, it is now estimated at C12.0 million.
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Group Land Charge with the acting notary with the irrevocable instruction to file for the deletion
of the Vienna Insurance Group Land Charge as soon as the required release amount (the “Vienna
Insurance Group Release Amount”) was received by Vienna Insurance Group (as part of the
payment of the purchase price). This closing condition was already satisfied at the date of the
signing of the Concor Park Purchase Agreement.
Another important closing condition is the registration of a priority notice of conveyance for the
benefit of the Concor Park Purchasers in order to secure their position in the period between
signing and closing of the transaction. This closing condition has also already been satisfied and
a priority notice of conveyance has been registered for the Concor Park Purchasers. Under
German law, the registration of a priority notice of conveyance is securing a purchaser of real
property against interim dispositions or encumbrances of the sold property and also against a
cancellation of the purchase agreement in case of insolvency of the seller.
With respect to the transfer of ownership the Concor Park Purchase Agreement contains basically
the same provisions as the Deutsche Telekom Properties Purchase Agreement. It provides that
the benefits and burdens (i.e. the economic ownership) of Concor Park – Munich shall transfer to
the Concor Park Purchasers upon payment of the purchase price, and the acting notary is
irrevocably authorised and instructed to apply for the registration of the transfer of ownership to
the Concor Park Purchasers as soon as the payment of the purchase price is confirmed to him.
However, due to a certain suspending condition (as explained in more detail below) the purchase
price will not become due for payment until shortly before the IPO of IREIT.
Purchasers’ Right to Encumber Concor Park
The Concor Park Purchasers have been granted an irrevocable power of attorney by the Concor
Park Vendor to encumber Concor Park with mortgages and land charges in an unlimited amount.
The use of this power of attorney is subject to certain conditions that are similar to those agreed
with the Deutsche Telekom Property Vendors. On the basis of this power of attorney the Concor
Park Purchasers have created a new land charge for the Lender the registration of which is still
pending at the date of this Prospectus. As long as the Vienna Insurance Group Land Charge is in
place, the new land charge granted on the basis of the power to encumber will be second ranking.
The Concor Park Purchase Agreement and the Facility provide for a mechanism that ensures that
the loan secured by the new land charge will be paid out against release of the existing Eurohypo
Land Charge so that the new land charge will step up in rank and become first ranking.
Sellers’ Warranties and Tax Indemnifications
The warranties agreed in the Concor Park Purchase Agreement have a wider scope than those
provided in the Deutsche Telekom Property Purchase Agreement. The Concor Park Vendor
warrants the correctness of certain statements with respect to the boundaries of Concor Park, the
existence of content of building permits and other permits and to existence and content of the
lease agreements. Part of the warranties is subject to knowledge qualifications.
In addition, the Concor Park Vendor has given a full builder warranty for the condition of the
buildings for a period of two years from the payment of the purchase price. However, any liability
of the Concor Park Vendor for potential contaminations on Concor Park is explicitly excluded.
The overall liability of the Concor Park Vendor for breaches of warranties is limited to an
aggregate amount of C10.0 million 1.

1

The Manager believes that it has undertaken the necessary due diligence on Concor Park which is prudent and
typical for transactions of this type. The scope and the amount of liability of the warranties and indemnifications
provided by the Concor Park Vendor are those that are customarily provided by property vendors in Germany for
transactions of such nature.
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The Concor Park Purchase Agreement further provides for an indemnification of the Concor Park
Purchasers by the Concor Park Vendor from any potential secondary liability of the Concor Park
Purchasers for taxes owed by the Concor Park Vendor. This tax indemnification is unlimited and
is not subject to the aforementioned liability cap of C10.0 million.
Suspending Condition and Sellers’ Right of Rescission
The effectiveness of the greater part of the provisions of the Concor Park Purchase Agreement is
subject to the fulfillment of the condition of the payment of the purchase price. It is envisaged that
this payment will be made shortly before the IPO.
The Concor Park Vendor initially had the right to rescind from the Concor Park Purchase
Agreement if this condition was not satisfied by 31 March. In a waiver letter, the Concor Park
Vendor waived this right of rescission for the period until 31 May 2014. In a further waiver letter,
the Concor Park Vendor waived this right of rescission for the period until 30 June 2014. In a third
waiver letter, the Concor Park Vendor waived the right of rescission for the period until 31 July
2014. In a fourth waiver letter, the Concor Park Vendor waived the right of rescission for the period
until 15 August 2014.
PROPERTY MANAGEMENT AGREEMENTS
The Property Management Agreements include the following:
•

in relation to Bonn Campus, a property management agreement dated 24 April 2014 entered
into between the Property Manager, Laughing Rock 1 B.V., Laughing Rock 2 B.V. and
Laughing Rock 3 B.V.;

•

in relation to Darmstadt Campus, a property management agreement dated 24 April 2014
entered into between the Property Manager, Laughing Rock 4 B.V. and Laughing Rock 5
B.V.;

•

in relation to Münster North, a property management agreement dated 24 April 2014 entered
into between the Property Manager and Laughing Rock 6 B.V.;

•

in relation to Münster South, a property management agreement dated 24 April 2014 entered
into between the Property Manager and Laughing Rock 7 B.V.; and

•

in relation to Concor Park, a property management agreement dated 24 April 2014 entered
into between the Property Manager, Laughing Rock 8 B.V. and Laughing Rock 9 B.V.

Pursuant to the Property Management Agreements, the Property Manager was appointed to
operate, maintain, manage and market the Properties.
The initial term of each Property Management Agreement is from the Listing Date until
31 December 2017.
Property Manager’s Services
The services provided by the Property Manager for the Properties include the following:
•

management of rent payments;

•

tenant supervision and monitoring the compliance of tenants with lease agreements,
including the documenting of the condition of premises before a tenant moves in or out of the
Properties;
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•

leasing and marketing services, including the organisation of the leasing process and the
renewal of lease agreements;

•

management of operating costs, including invoicing and allocation and cash management;

•

housekeeping, technical building management and maintenance;

•

administrative support and representation in matters affecting owners; and

•

maintenance of management reports and financial statements.

Property Management Fees
Under the Property Management Agreements, the Property Manager is entitled to the following
fees on each property of IREIT under its management:
•

0.6% per annum of the Gross Revenue excluding service charge of Bonn Campus, subject
to a minimum of C3,168.87 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Darmstadt Campus,
subject to a minimum of C2,739.57 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Münster North, subject
to a minimum of C1,006.04 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Münster South, subject
to a minimum of C886.67 per month; and

•

2.1% per annum of the Gross Revenue excluding service charge of Concor Park, subject to
a minimum of C7,431.62 per month.

Leasing and marketing services fees
For leasing and marketing services, the Property Manager is entitled to the following marketing
services commissions:
•

0.5 month of Gross Revenue excluding service charge if a third party broker is involved; or

•

1.5 months of Gross Revenue excluding service charge if there is no third party broker
involved.

Termination
The parties to each Property Management Agreement have the right to terminate such agreement
with or without cause with six months’ written notice during the term. If the relevant Property
Management Agreement is not terminated by six months’ written notice by the end of the term,
such agreement is automatically renewed for another 12 months.
The relevant Dutch Holding Companies will have the immediate right to terminate the agreement
in the event of default of the Property Manager, or if the Property Manager undergoes a change
in ownership, becomes insolvent, goes into liquidation, receivership or judicial management, or
when there has been a breach of security and confidentiality in the ability of the Property Manager
to perform the contracted services.
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The relevant Dutch Holding Companies are also entitled to terminate a Property Management
Agreement at any time without notice for cause. Cause shall exist when:
•

The Property Manager culpably breaches essential obligations under the relevant Property
Management Agreement and does not remedy this breach of obligations despite a written
warning setting a deadline by the landlord,

•

The Property Manager unlawfully uses the landlord’s funds.

The Property Manager is entitled to terminate a Property Management Agreement by giving one
month’s notice by sending a corresponding notice of termination to the landlord when the landlord
does not make sufficient funds for the settlement of liabilities available and this omission is
continued for one month after a written notification in this regard to the landlord.
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OVERVIEW OF RELEVANT LAWS AND REGULATIONS IN GERMANY
GERMAN REAL PROPERTY LAW
German real estate is typically either held by rights in rem (e.g. ownership, hereditary building
rights) or by relative rights which are generally contractual rights (e.g. leases). While any right in
rem requires registration with the relevant land register (see below), the relative/contractual rights
cannot be entered into any official or public register.
RIGHTS IN REM
Rights in rem have absolute effect as against third parties. This means that these rights take effect
with respect to anyone while relative or contractual rights are only binding among the parties of
contractual relation.
Ownership
The most important right in rem is the ownership (Eigentum). In general, the ownership of a piece
of land also comprises the ownership of buildings erected on the land.
There are three different forms of ownership:
•

Sole ownership. Sole ownership offers the owner absolute ownership, unlimited in time, both
to the land and buildings/structures on it.

•

Co-ownership is a legal concept where two or more co-owners share the legal ownership of
a property.

•

Part-ownership and condominium. According to the Condominium and Part Ownership Act
(WEG, Wohnungseigentumsgesetz) separate ownership of a self-contained unit in a building
may be acquired. Condominium ownership (where flats are concerned) or part ownership
(where the premises in question are not used for residential purposes) is created by means
of a partition declaration (Teilungserklärung) that usually refers to a partition plan
(Aufteilungsplan). The owners form a community. Rights and obligations of each owner and
the community are governed by the WEG, but can be modified by community rules
(Gemeinschaftsordnung).

Rights to Use
There are several rights in rem that are rights to use a piece of land or parts thereof for specific
purposes:
•

Hereditary building rights (Erbbaurecht) grant the transferable and inheritable right to have
a building on another person’s land (and insofar deviates from the general principle
described above that ownership normally refers to both the land and the building erected on
the land).

•

Easements and servitudes are means of providing security in rem of certain rights to a piece
of land that is owned by another person, e.g. rights of way/passing rights or a right of
tolerance (e.g. tolerance of a boarder building). It is also possible and quite common to
secure long-term commercial leases by the registration of an easement providing for the right
of the tenant to use of the land and the building thereon for the term of the lease
(Mieterdienstbarkeit).
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Property Charges
The classic means of providing security for the financing of the purchase of a property is to
encumber the land with mortgages or land charges. Whilst the mortgage is an accessory right
whose existence depends on the existence of the secured debt, the land charge is abstract from
the underlying debt and may also be transferred independently. In practice, the land charge is
much more common due to its greater flexibility
LAND REGISTRATION
In Germany, all real property has to be registered in the land register (Grundbuch). The only
exception applies to property owned by the state, by local authorities and churches, rivers and
railways: These properties are registered on the application of the owner only. In practice,
however, most of these properties have also been registered.
The registration in the land register is a necessary requirement for the creation and the transfer
of rights in rem. The good faith in the content of the land register is protected by law which means
that rights in rem can be validly acquired from the person that is registered in the land register
even if this person is actually not the owner of the right in question.
The land registers are administered by the local courts (Amtsgerichte) responsible for the district
in question. They are divided in four divisions:
•

A reference to the cadaster describing the registered piece of land (district, parcel, size and
kind of use).

•

Section I stating the owner and the type of ownership (in most cases together with the date
of transfer of ownership from previous owners).

•

Section II contains registrations of encumbrances other than security rights such as
hereditary building rights, easements and servitudes or preemption rights.

•

Section III contains registrations of security rights such as mortgages and land charges.

The land register also states the rank of the respective rights. This is normally determined by the
date of their entry into the land register. Any agreement on a different rank is only valid if it is
registered in the land register.
TRANSFER OF OWNERSHIP
Ownership of real property is transferred by
•

the declaration of the conveyance of property (Auflassung); and

•

the registration of the transfer of ownership in the land register.

The conveyance of property is the agreement between the seller and the purchaser that the
ownership of the sold piece of land shall transfer to the purchaser. It has to be declared before a
notary. In practice, the conveyance of property is in most cases part of the property purchase
agreement and lodged with the notary with the instruction to file for the registration of the transfer
of ownership in the land register as soon as the purchase price has been paid. This is also the
case for the Properties.
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Until the filing for registration of the transfer of ownership is made, it would in principle be possible
for the seller to sell and transfer the property again to a third party or to register encumbrances
on the sold property. There is also the risk that the sale could be cancelled in case of insolvency
of the seller. The aforementioned risks apply only before the filing for registration of the transfer
of ownership is made; once the filing for registration of the transfer of ownership is made, such
risks cease (even though the registration of the transfer of ownership has not been completed at
that time). In order to eliminate these risks that may arise before the filing for registration of the
transfer of ownership is made, the parties usually agree to and apply for the registration of a
priority notice of conveyance in the land register. This is also the case for Bonn Campus,
Darmstadt Campus, Münster Campus and Concor Park. The registration of a priority notice of
conveyance would render interim dispositions of the seller ineffective to the extent that they
conflict with the rights of the purchaser, and the priority notice of conveyance would also prevail
over a potential right of an insolvency administrator of the seller.
It is typical market practice that a seller of a property would authorise the purchaser in the
purchase contract to encumber the property before the purchaser has been registered as owner
and before the filing for the registration of the transfer of ownership has been made. This is also
the case for Concor Park, Bonn Campus, Münster Campus and Darmstadt Campus with the
limitation that the respective purchaser may use such authorisation only once the respective
purchaser has provided sufficient funds to the notary to cover the notarial and registration fees for
the notarisation and registration of the land charge created on the basis of this authorisation.
The parties usually agree that upon the payment of the purchase price, the benefits and burdens
of the sold property will transfer to the purchaser. This is also the case for Concor Park; for Bonn
Campus, Münster Campus and Darmstadt Campus this is, in principle, also the case with the
exception that the claims for rent are transferred to the respective purchaser only with effect as
of the end of the month following the payment of the purchase price and, in turn, the purchase
price will be reduced accordingly, so that the economic effect is the same as if the claims for rent
had been transferred to the respective purchaser with effect as of the payment of the purchase
price. The purchaser would thus be entitled to the yields produced by the property but would also
be responsible for ground tax and other public duties and taxes related to the property. This point
in time is usually referred to as the transfer of economic ownership. If the purchaser’s right to the
property is at this point in time also protected by the registration of a priority notice of conveyance
– as will be the case for Concor Park, Bonn Campus, Münster Campus and Darmstadt Campus
– then the title to the property is marketable at this stage. From this moment on, the purchaser has
a vested remainder which is recognised by the German courts as an in rem right to the property
equal to registered ownership.
According to Salans FMC SNR Denton Europe LLP, upon payment of the purchase price for the
Properties:
(i)

the risks in respect of the Properties is taken to have passed from the Vendors to the Dutch
Holding Companies. In the event that an insured event occurs in respect of a Property, the
relevant Dutch Holding Company would be able to claim against insurance as owner of the
Property;

(ii)

the Dutch Holding Companies will assume all economic rights in respect of the Properties,
including the right to collect rent in respect of the Properties;

(iii) the respective Dutch Holding Companies would have a right to mortgage the relevant
Property; and
(iv) together with the registration of the priority notice of conveyance in the land registers for the
benefit of the Dutch Holding Companies, the Dutch Holding Companies would obtain good
and marketable title to the Properties.
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As soon as the purchase price and the real estate transfer tax has been paid and the tax
authorities have confirmed receipt of the real estate transfer tax, the filing for the registration of
the transfer of ownership can be made. The notary is usually instructed to make this filing as soon
as the confirmations regarding the payment of the purchase (usually by the seller as recipient or
by the bank which executes the payment) and the receipt of the real estate transfer tax (by the tax
authority) have been provided to the notary. This is also the case for the Properties. However, it
should be noted that it will take some time after the payment of the purchase prices for the tax
authorities to calculate and invoice the real estate transfer tax. Upon payment of the invoice, the
tax authority will confirm receipt of the real estate transfer tax. The confirmation of the receipt of
the real estate transfer tax by the tax authority is expected to be obtained between one to two
weeks after the purchase prices have been made.
By entry of the purchaser’s name in section I of the land register the transfer of ownership is
completed and the purchaser becomes the legal owner of the property. The date of transfer of
ownership registered in the land register is the date of this registration. However, as explained
above, the purchaser would have a secured and marketable title to the property once (i) the
above-mentioned priority notice of conveyance has been registered in the land register for the
benefit of the purchaser, and (ii) the purchase price has been paid.
FOREIGN OWNERSHIP
German law does not provide for any restrictions or limitations with respect to foreign ownership
of properties or foreign owners acting as landlords and leasing out properties. There are in
particular no consents or approvals required in this respect.
COMMERCIAL LEASES
Under German statutory law, lease agreements are transferred automatically by operation of law
if a property, which is rented out and occupied by the tenant, is sold and transferred by the
landlord to a purchaser (sec. 566 of the German Civil Code (Bürgerliches Gesetzbuch, BGB)). The
purchaser thus assumes the rights and obligations of the landlord for the remaining lease term.
This is also the case for the Properties.
Leases can be entered into for an indefinite period or a precisely defined term. With regard to
commercial leases, the parties in general agree upon fixed terms and the tenant often has an
option right to extend the lease when the fixed term expires. Leases with fixed terms of more than
30 years are uncommon because there is a special termination right for both parties to terminate
the lease after a 30-year-term. Lease agreements with a fixed term of more than one year require
written form; in case of incompliance with the written form requirement, the lease is not invalid, but
it may be cancelled with the statutory notice period (roughly six months with effect as of the end
of a calendar quarter). Under German statutory lease law, each party may terminate the lease for
good cause without notice for a compelling reason. A compelling reason is deemed to be found
if the terminating party cannot be reasonably expected to continue the lease until the end of the
notice period or until the lease ends in another way after weighing the interests of the parties,
taking into account all circumstances of the individual case, including without limitation, the fault
of the parties. Such reasons include without limitation, where:
•

the tenant is not permitted to use the leased property in conformity with the agreement, in
whole or in part, in good time, or is deprived of this use;

•

the tenant violates the rights of the landlord to a substantial degree by substantially
endangering the leased property by neglecting to exercise the care incumbent upon him or
by allowing a third party to use it without authorisation; or
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•

the tenant is in default, on two successive dates, of payment of the rent or of a portion of the
rent that is not insignificant, or in a period of time exceeding two dates is in default of
payment of the rent in an amount that is as much as the amount of rent for two months.

Long-term lease agreements normally contain rent adjustment clauses which are usually linked to
the CPI (or another index that is more suitable for the business area of the tenant), which is
periodically published by the German federal statistics office. Adjustments take place at regular
periods. The base year is usually the year in which the lease begins. In weak markets with low
demand or an oversupply of space, tenants may be granted free rental periods, such as the initial
six months for a 10-year lease, or further incentives. This practice becomes more prevalent when
the economy weakens.
Lease agreements almost always include detailed clauses specifying the operating expenses that
can be forwarded to the tenant. This does normally include costs such as property insurance
costs, real estate tax, cleaning and utilities. Maintenance and repair of roof and structure (Dach
und Fach) is in most cases borne by the landlord. The costs of maintenance and repair inside of
the leased premises are normally to be paid by the tenant up to a maximum amount defined in the
lease agreement. Landlords are obligated to invoice these operating expenses annually, so
additional payments and reimbursements are possible.
ENVIRONMENTAL LIABILITY
Under German statutory law, the owner of a property may be held liable and responsible by the
public authorities to carry out decontamination measures (including the bearing of costs) in case
of contaminations or harmful soil changes, irrespective of the owner’s responsibility for causing
the contamination or harmful soil change. In cases where the owner is held liable and responsible
by the public authorities, it has, generally speaking, a claim for compensation against the person
or the persons which are responsible for causing the contamination or harmful soil change.
However, in such a scenario, the owner bears the risk of enforcing and collecting such claim.
OTHER OWNER LIABILITIES OR OBLIGATIONS
As described above, upon transfer of economic ownership to the purchaser of a property, that
purchaser bears all burdens of that property. These burdens include, inter alia, public services
development charges and other municipal development charges as well as public levies and other
public charges.
These burdens also include, inter alia, the general responsibility for public safety, as well as the
obligation to clear sidewalks from ice and snow (obligation to strew sand or salt). Under German
law, the owner of a property is also, inter alia, liable to make compensation to the injured person
for a damage resulting from a person being killed or the body or the health of a person being
injured or a thing being damaged by the collapse of a building or any other structure attached to
the property or by parts of the building or structure breaking off (irrespective of the owner’s
responsibility for such collapse or other event).
INSURANCE
Under German law, there are no insurance policies which a property owner would have to take out
mandatorily under real estate or insurance law. However, it is typical market practice, and also
typically required under any property financing, that the owner of a property takes out insurance
in order to cover both certain risks in case of a damage of the property (e.g. loss of the building
as a result of fire or other hazards) and also the owner’s liability vis-à-vis third parties (e.g. in case
of a person being injured as a result of a lack of public safety or other circumstances).
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TAXATION
The following summarises the Singapore taxation of IREIT, its wholly owned Singapore
subsidiaries i.e. Singapore Holding Companies and Singapore Financing Companies, and that of
its Unitholders on the subscription, ownership and disposal of the Units. This summary does not
provide an overview of the tax consequences in Singapore in the hands of any subsequent
purchaser or acquirer of the Units from any person. This summary also does not provide an
overview of the taxation of Unitholders, and any subsequent purchaser or acquirer of the Units
from any person, in any country outside Singapore.
Where German and Dutch tax laws are discussed, these are merely a general outline of the
implications of such laws on the investments by IREIT (directly or indirectly) and the taxes payable
by the companies in which such investments are proposed to be made.
It should be noted that the summary does not purport to be a comprehensive nor an exhaustive
description of all the tax considerations that may be relevant to a decision to subscribe for, own
or dispose of the Units and does not purport to apply to all categories of prospective investors,
some of whom may be subject to special rules either in Singapore or in the tax jurisdictions where
they are resident.
The summary of Singapore, Dutch and German tax consequences is based upon laws,
regulations, rulings and decisions in effect as at the date of this Prospectus, all of which are
subject to changes, retroactively and/or prospectively.
This summary does not constitute tax advice. Prospective investors should consult their own tax
advisers concerning the application of Singapore, Dutch and German tax laws to their particular
situation as well as any consequences of the subscription, ownership and disposal of the Units
arising under the laws of any other taxing jurisdiction.
IREIT has obtained the Tax Rulings from the IRAS in respect of the taxation of dividend income
and interest income receivable from the Dutch Holding Companies. In accordance with the Tax
Rulings, the Singapore, Dutch and German taxation consequences for IREIT and that of the
Unitholders are described below.
Taxation of IREIT
IREIT is expected to derive the following sources of income and gains:
(a)

Dividends from Singapore Holding Companies and Singapore Financing Companies; and

(b)

Gains on disposal of shares in Singapore Holding Companies and Singapore Financing
Companies.

Dividends from Singapore Holding Companies and Singapore Financing Companies
Dividends paid by Singapore Holding Companies and Singapore Financing Companies should be
considered Singapore sourced and exempt from Singapore income tax in the hands of the Trustee
under Section 13(1)(za) of the SITA.
Gains on Disposal of Shares in Singapore Holding Companies and Singapore Financing
Companies
Capital gains are not taxable in Singapore. Gains derived by IREIT from a disposal of shares in
Singapore Holding Companies and Singapore Financing Companies should not be liable to
Singapore income tax if such gains are of a capital nature. For a gain on the disposal of shares
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in a company to be considered capital in nature, the shares must originally have been acquired
for long-term investment purposes and primarily to derive investment income. The shares must
not have been originally acquired as part of the trading activities of the acquirer. Gains of an
income nature would be taxable in the hands of the trustee of IREIT, in its capacity as the trustee
of IREIT, as income accruing in or derived from Singapore from a trade or business carried on by
the trustee.
The first S$300,000 of chargeable income of a Singapore resident trustee is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%.
Taxation of the Singapore Holding Companies
Each Singapore Holding Company is liable to be taxed on income which, unless otherwise
exempted:
(a)

accrues in or is derived from Singapore; and

(b)

is derived from outside Singapore and is received or deemed received in Singapore.

The first S$300,000 of chargeable income of a Singapore resident company is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to YA
2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
The Singapore Holding Companies are expected to derive the following sources of income and
gains:
(a)

Dividends from Dutch Holding Companies; and

(b)

Gains on disposal of shares in Dutch Holding Companies.

Dividends from Dutch Holding Companies
Dividends paid by the Dutch Holding Companies should be considered foreign sourced. Subject
to any specific exemption provisions in the SITA, dividends paid by Dutch Holding Companies
would be taxable to the Singapore Holding Companies in Singapore if received or deemed
received in Singapore pursuant to Section 10(25) of the SITA. Section 10(25) of the SITA provides
that the following “shall be income received in Singapore from outside Singapore whether or not
the source from which the income is derived has ceased:
(a)

any amount from any income derived from outside Singapore which is remitted to,
transmitted or brought into, Singapore;
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(b)

any amount from any income derived from outside Singapore which is applied in or towards
satisfaction of any debt incurred in respect of a trade or business carried on in Singapore;
and

(c)

any amount from any income derived from outside Singapore which is applied to purchase
any movable property which is brought into Singapore.”

Dividends from the Dutch Holding Companies which are received or deemed received in
Singapore by the Singapore Holding Companies will be subject to tax in Singapore, net of
deductible expenses, at the prevailing corporate tax rate, currently at 17.0%.
However, the exemption provisions in Sections 13(8) and 13(12) of the SITA should be relevant.
Under Section 13(8) of the SITA, foreign-sourced dividends received or deemed received in
Singapore by a Singapore tax resident are exempt from tax in Singapore provided the following
conditions are met:
(a)

in the year the foreign dividends are received in Singapore, the highest corporate tax rate
imposed by the foreign jurisdiction from which the income is received on gains or profits from
any trade or business, is at least 15.0%;

(b)

the foreign dividends are subject to tax of a similar character to income tax in the foreign
jurisdiction from which they are received; and

(c)

the Comptroller of Income Tax is satisfied that the tax exemption would be beneficial to the
recipient, i.e. the Singapore Holding Companies.

A foreign-sourced dividend should be considered to have been subject to tax in the foreign
jurisdiction from which it is received if, where the company paying the dividend is resident in the
jurisdiction from which the dividend is received, the tax is paid in that jurisdiction by the company
in respect of its income out of which the dividend is paid, or the tax is paid on the dividends in the
jurisdiction from which the dividends are received.
Provided the Singapore Holding Company is a tax resident of Singapore and the above prescribed
conditions are satisfied, dividends from the Dutch Holding Companies received or deemed
received in Singapore should qualify for exemption under Section 13(8) of the SITA.
Section 13(12) of the SITA provides that the Minister may by order:
(a)

exempt from tax wholly or in part; or

(b)

provide that tax at such concessionary rate of tax be levied and paid on,

the income received by a person resident in Singapore from such source in any country outside
Singapore as may be specified in the order.
However, pursuant to Section 13(12A) of the SITA, every order made under Section 13(12) of the
SITA, which exempts from tax any income received by:
(a)

the trustee of a REIT; or

(b)

a company incorporated in Singapore the share capital of which is 100% owned by the
trustee of a REIT on the date of commencement of the order,
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is, notwithstanding anything in that order, treated as revoked on 1 April 2015 unless revoked
earlier, and any exemption granted under that order shall cease to apply to income received by
such person on or after 1 April 2015.
The IRAS has, in its circular published on 30 May 2014 on Tax Exemption under Section 13(12)
for Specific Scenarios and Real Estate Investment Trusts (“Section 13(12) Circular”), stated that
tax exemption under Section 13(12) of the SITA will, upon application, be granted in respect of the
foreign dividend income received or deemed received in Singapore if the qualifying conditions
listed below are met:
(a)

The entity from which the income originates holds overseas properties, or engages in
property related activities or other activities in line with the regulatory requirements imposed
on a REIT, and the overseas properties are situated in a foreign tax jurisdiction with headline
tax rate of at least 15.0%.

(b)

The dividend originates from:
(i)

Property rental income from the underlying overseas property;

(ii)

Capital gains from disposal of the overseas property or special purpose vehicle that
holds overseas property; or

(iii) Income derived from property-related or other activities in line with the regulatory
requirements imposed on a REIT.
(c)

In respect of property rental income, tax has been paid in the foreign tax jurisdiction in which
the property is situated.

(d)

Funds channelled out of Singapore to finance the investment in the entity (specified in (a)
above) originate from the following sources:
(i)

Funds received by the REIT from the issuance of its units;

(ii)

Permissible borrowings under the Property Trust Fund guidelines;

(iii) Security deposits from tenants or properties owned by the REIT; or
(iv) Undistributed income of the REIT.
(e)

There is no round tripping of locally-sourced income via the overseas investment and there
is no setting up of an artificial structure (e.g. incorporation of a shell company in Singapore)
to avoid Singapore tax.

(f)

Where the Section 13(12) of the SITA exemption is sought by a wholly owned Singapore
resident subsidiary company of the REIT, the full amount of the remitted income less
incidental expenses associated with the remittance is passed through to the REIT.

(g)

The Comptroller of Income Tax is satisfied that the above conditions are met before the
foreign income is received in Singapore.
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Even if Singapore Holding Companies do not satisfy the conditions listed above, Singapore
Holding Companies can nevertheless still make an application for tax exemption under Section
13(12) of the SITA, stating why the application should merit favourable consideration. The tax
exemption under Section 13(12) of the SITA may be granted by the Minister for Finance if it is
determined that the impending repatriation of the foreign income would generate economic
benefits for Singapore.
Singapore Holding Companies have applied for and been granted in-principle tax exemption
under Section 13(12) of the SITA on the dividend income from Dutch Holding Companies on the
basis that the qualifying conditions are met. The tax exemption has been granted by the IRAS in
its letter dated 25 February 2014 based on certain representations made by the Manager.
However, as indicated above, pursuant to Section 13(12A) of the SITA the exemption under
Section 13(12) of the SITA will be revoked with effect from 1 April 2015 unless extended by the
Singapore Government.
The IRAS has announced in the Section 13(12) Circular dated 30 May 2014 that the tax exemption
under Section 13(12) of the SITA will apply, subject to meeting the relevant conditions, to foreign
dividend income received by the trustee of a REIT or its wholly-owned Singapore resident
subsidiary in respect of any overseas property which:
(a)

is acquired, directly or indirectly, by the trustee of the REIT or its wholly-owned Singapore
resident subsidiary on or before 31 March 2015; and

(b)

continues to be beneficially owned, directly or indirectly, by the trustee of the REIT or its
wholly-owned Singapore resident subsidiary in paragraph (a) above, after 31 March 2015.

Accordingly, dividend income received in Singapore by the Singapore Holding Companies from
the Dutch Holding Companies after 31 March 2015 should, provided the relevant conditions are
met, continue to be tax exempt under Section 13(12) of the SITA to the extent such dividend
income arises in respect of Properties acquired by the Dutch Holding Companies on or before 31
March 2015 and such Properties continue to be beneficially owned by the Dutch Holding
Companies.
Gains on Disposal of Shares in Dutch Holding Companies
Capital gains are not taxable in Singapore. Gains derived by the Singapore Holding Companies
from the disposal of shares in the Dutch Holding Companies should not be liable to Singapore
income tax if such gains are of a capital nature. For a gain on the disposal of shares in a company
to be considered capital in nature, the shares must originally have been acquired for long-term
investment purposes and primarily to derive investment income. The shares must not have been
originally acquired as part of the trading activities of the acquirer.
Pursuant to Section 13Z of the SITA, gains derived by a company from a disposal of ordinary
shares in another company during the period from 1 June 2012 to 31 May 2017 (both dates
inclusive) shall be exempt from tax if, immediately prior to the date of the disposal, the divesting
company legally and beneficially owned at least 20.0% of the ordinary shares of the company
whose shares are disposed for a continuous period of at least 24 months. Gains derived by the
Singapore Holding Companies from a disposal of shares in the Dutch Holding Companies should
be exempt from Singapore income tax if the above conditions are met.
Gains of an income nature which are not exempt under Section 13Z of the SITA would be taxable
to the Singapore Holding Companies if they are either accruing in or derived from Singapore or
received or deemed received in Singapore.
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The first S$300,000 of chargeable income of the Singapore Holding Company is exempt from tax
as follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to
YA 2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
Taxation of the Singapore Financing Companies
Each Singapore Financing Company is liable to be taxed on income which, unless otherwise
exempted:
(a)

accrues in or is derived from Singapore; and

(b)

is derived from outside Singapore and is received or deemed received in Singapore.

The first S$300,000 of chargeable income of a Singapore resident company is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to YA
2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
The only source of income and gains expected to be derived by the Singapore Financing
Companies is interest from the Dutch Holding Companies.
Interest from Dutch Holding Companies
Unless specifically exempted, interest income would be taxable if either it accrues or is derived
from Singapore or, if it is derived from outside Singapore, is received or deemed received in
Singapore. Allowable expenses are deductible in determining chargeable income.
Interest income derived from the Dutch Holding Companies should generally be considered to be
derived from outside Singapore provided all the following conditions are satisfied:
(a)

credit is made available to the Dutch Holding Companies outside Singapore,

(b)

the interest is not borne by any Singapore permanent establishment of the Dutch Holding
Companies,

(c)

the interest is not deductible against income accruing in or derived from Singapore, and

(d)

the funds provided by the Singapore Financing Companies are not brought into or used in
Singapore.
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Interest income derived from the Dutch Holding Companies from outside Singapore which is
received or deemed received in Singapore, pursuant to Section 10(25) of the SITA mentioned
above, by the Singapore Financing Companies will, net of deductible expenses, be subject to tax
in Singapore.
Section 13(12) of the SITA provides that the Minister may by order:
(a)

exempt from tax wholly or in part; or

(b)

provide that tax at such concessionary rate of tax be levied and paid on,

the income received by a person resident in Singapore from such source in any country outside
Singapore as may be specified in the order.
However, pursuant to Section 13(12A) of the SITA, every order made under Section 13(12) of the
SITA, which exempts from tax any income received by:
(a)

the trustee of a REIT; or

(b)

a company incorporated in Singapore the share capital of which is 100.0% owned by the
trustee of a REIT on the date of commencement of the order,

is, notwithstanding anything in that order, treated as revoked on 1 April 2015 unless revoked
earlier; and any exemption granted under that order shall cease to apply to income received by
such person on or after 1 April 2015.
The Section 13(12) Circular states that tax exemption under Section 13(12) of the SITA will, upon
application, be granted in respect of the foreign interest income received or deemed received in
Singapore if the qualifying conditions listed below are met:
(a)

The entity from which the income originates holds overseas properties, or engages in
property related activities or other activities in line with the regulatory requirements imposed
on a REIT, and the overseas properties are situated in a foreign tax jurisdiction with headline
tax rate of at least 15.0%.

(b)

Interest must originate from:
(i)

Property rental income from underlying overseas property;

(ii)

Capital gains from disposal of overseas property or special purpose vehicle that holds
overseas property; or

(iii) Income derived from property-related or other activities in line with the regulatory
requirements imposed on a REIT.
(c)

Tax has been paid in the foreign tax jurisdiction on the interest income. Where there is no
foreign tax paid on the interest income, the interest must be incurred on borrowings by the
payer to acquire the underlying overseas properties and the income and/or capital gains from
such properties are subject to tax in the foreign tax jurisdiction unless tax incentives apply
to exempt the income and/or gains.

(d)

Funds channelled out of Singapore to finance the loan to the entity specified in (a) above
must originate from the following sources:
(i)

Funds received by a REIT from an issuance of its units;
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(ii)

Permissible borrowings under the Property Trust Fund guidelines;

(iii) Security deposits from tenants or properties owned by the REIT; or
(iv) Undistributed income of the REIT.
(e)

There is no round tripping of locally-sourced income via the overseas investment and there
is no setting up of an artificial structure (e.g. incorporation of a shell company in Singapore)
to avoid Singapore tax.

(f)

Where the Section 13(12) of the SITA exemption is sought by a wholly owned Singapore
resident subsidiary company of the REIT, the full amount of the remitted income less
incidental expenses associated with the remittance must be passed through to the REIT.

(g)

The Comptroller of Income Tax is satisfied that the above conditions are met before the
foreign income is received in Singapore.

As mentioned above, even if Singapore Financing Companies do not satisfy the conditions listed
above, Singapore Financing Companies can still make an application for tax exemption under
Section 13(12) of the SITA, stating why the application should merit favourable consideration. The
tax exemption under Section 13(12) of the SITA may be granted by the Minister for Finance if it
is determined that the repatriation of the foreign income would generate economic benefits for
Singapore.
The Singapore Financing Companies have applied for and been granted in principle tax
exemption under Section 13(12) of the SITA on the interest income from the Dutch Holding
Companies, on the basis that the qualifying conditions are met. The tax exemption has been
granted by the IRAS in its letter dated 25 February 2014 based on certain representations made
by the Manager. However, as indicated above, pursuant to Section 13(12A) of the SITA the
exemption under Section 13(12) of the SITA will be revoked with effect from 1 April 2015 unless
extended by the Singapore Government.
The IRAS has announced in the Section 13(12) Circular dated 30 May 2014 that the tax exemption
under Section 13(12) of the SITA will apply, subject to meeting the relevant conditions, to foreign
interest income received by the trustee of a REIT or its wholly-owned Singapore resident
subsidiary in respect of any overseas property which:
(a)

is acquired, directly or indirectly, by the trustee of the REIT or its wholly-owned Singapore
resident subsidiary on or before 31 March 2015; and

(b)

continues to be beneficially owned, directly or indirectly, by the trustee of the REIT or its
wholly-owned Singapore resident subsidiary in paragraph (a) above, after 31 March 2015.

Accordingly, interest income received in Singapore by the Singapore Financing Companies from
the Dutch Holding Companies after 31 March 2015 should, provided the relevant conditions are
met, continue to be tax exempt under Section 13(12) of the SITA to the extent such interest income
arises in respect of Properties acquired by the Dutch Holding Companies on or before 31 March
2015 and such Properties continue to be beneficially owned by the Dutch Holding Companies.
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Singapore Taxation of the Unitholders
Distributions out of tax exempt (1-tier) dividends
Tax exempt income does not form part of the statutory income of the trustee of IREIT. Distributions
by IREIT from such tax exempt income to its Unitholders are exempt from Singapore income tax
in the hands of the Unitholders. No tax will be withheld by IREIT from these distributions.
Unitholders are not entitled to tax credit for any taxes paid by the trustee on any taxable income
of IREIT.
Distributions out of Gains from the Disposal of Shares in Singapore Holding Companies
and Singapore Financing Companies
Capital gains do not form part of the statutory income of the trustee of IREIT. Distributions by
IREIT to its Unitholders are exempt from Singapore income tax in the hands of the Unitholders if
the gains from which the distributions are made are determined to be of a capital nature. No tax
will be withheld by IREIT from these distributions.
Should the gains be determined to be of an income nature and taxable in Singapore, distributions
by IREIT to its Unitholders from income that has been taxed on the trustee of IREIT are exempt
from Singapore income tax in the hands of the Unitholders. No tax will be withheld by IREIT from
these distributions. Unitholders are not entitled to tax credit for any taxes paid by the trustee on
any taxable income of IREIT.
Gains on Disposal of Units
Capital gains are not taxable in Singapore. Gains derived by Unitholders on the disposal of Units
should not be liable to Singapore income tax if such gains are of a capital nature. For a gain on
the disposal of Units to be considered capital in nature, the Units must originally have been
acquired for long-term investment purposes and primarily to derive investment income. The Units
must not have been originally acquired as part of the trading activities of the acquirer. Gains of an
income nature would be taxable to Unitholders if they are either accruing in or derived from
Singapore or received or deemed received in Singapore.
The point of taxation for Unitholders who are taxable on disposal gains in Singapore may depend
on the tax treatment they elect. Pursuant to Section 34A of the SITA, the timing of recognition of
gains and losses for financial assets held on revenue account for Singapore tax purposes will be
aligned with that of the accounting treatment under the Singapore Financial Reporting Standard
39 – Financial Instruments: Recognition and Measurement. This tax concession (referred to as the
“FRS 39 tax treatment”) generally applies unless the taxpayer opts out of it. Therefore, if the
Unitholder follows FRS 39 tax treatment, the timing of taxation of the gains will depend on how
they are accounted for in their financial statements. On the other hand, if the Unitholder opts out,
then gains should be taxed only when realised, i.e. upon disposal of the Units. Unitholders who
may be subject to this tax treatment should consult their own accounting and tax advisers on the
Singapore income tax consequences that may apply to their individual circumstances.
GST
The sale of the Units by a Unitholder who is registered for GST and who belongs in Singapore,
through the SGX-ST or to another person belonging in Singapore, is an exempt supply not subject
to GST. Any GST directly or indirectly incurred by the Unitholder in respect of this exempt supply
is generally not recoverable and will become an additional cost to the Unitholder.
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Where the Units are sold by a GST-registered Unitholder to a person belonging outside
Singapore, the sale is a zero-rated supply which means a taxable supply subject to 0% GST. Any
input GST incurred by a GST-registered Unitholder in the making of this supply in the course or
furtherance of a business carried on by him is recoverable as an input tax credit from the
Comptroller of GST.
Services such as brokerage, handling and clearing services rendered by a GST-registered person
to a Unitholder belonging in Singapore in connection with the Unitholder’s purchase, sale or
holding of the Units will be subject to GST at the current rate of 7.0%. Similar services rendered
to a Unitholder belonging outside Singapore are generally subject to GST at the rate of 0%,
provided that the Unitholder is outside Singapore when the services are performed and the
services provided do not benefit any Singapore persons.
GST registration of IREIT, Singapore Holding Companies and Singapore Financing
Companies
As IREIT and the Singapore Holding Companies will only be making exempt supplies, they would
not be required, or be eligible voluntarily, to be registered for GST purposes. As the Singapore
Financing Companies will be making only zero rated supplies (which are also specified financial
services pursuant to the Fourth Schedule to the GST Act), they too would not be required to be
registered for GST purposes but may apply to voluntarily register for GST purposes which is
subject to approval by the Comptroller of GST
Recovery of GST incurred by IREIT, Singapore Holding Companies and Singapore
Financing Companies
As IREIT and the Singapore Holding Companies would not be required, or be eligible voluntarily,
to be registered for GST purposes, GST incurred by them on their business expenses (such as
offering-related and routine operating expenses) would not be eligible to be claimed as input tax
credits under the normal input tax recovery rules. However, in the Singapore Budget 2008, the
Minister for Finance announced an enhanced concession for Singapore listed REITs to claim the
GST incurred, by way of a GST remission on business expenses, excluding disallowed expenses,
regardless of whether they are GST registrable or not, and to look through the holding structure
and treat all supplies made by the multi-tiered structure as if they are taxable or exempt supplies
made by the parent Singapore listed REIT, regardless of whether the Singapore listed REIT makes
taxable supplies, for the purpose of computing GST claims. Pursuant to the 2008 enhanced
concession, Singapore listed REITs may therefore claim the GST incurred, by way of a GST
remission:
•

on the setting up of their various tiers of special purpose vehicles that hold non-residential
properties; and

•

by their special purpose vehicles on the acquisition and holding of non-residential properties.

The GST remission has a qualifying period of up to 31 March 2015 and is subject to meeting
certain qualifying conditions. If the qualifying conditions are met, IREIT and the Singapore Holding
Companies could recover the GST incurred on their business expenses and on the setting up of
their various tiers of special purpose vehicles that hold non-residential properties under this
enhanced concession. The GST claims (excluding GST incurred on disallowed expenses) should
be made via the filing of statements of claims with the IRAS. The first statement of claims should
be filed only after IREIT has been listed on Singapore Exchange. In the first statement of claims,
the IREIT is also allowed to include retrospective GST claims on expenses incurred prior to its
listing. In addition, if IREIT or the Singapore Holding Companies make any non-Regulation 33
exempt supplies or out-of-scope exempt supplies, the input tax recovery under this enhanced
concession would also be restricted.
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As regards the Singapore Financing Companies, if they apply for and are granted voluntary
registration for GST purposes, they would be allowed to claim the GST incurred on their business
expenses for the making of taxable (including zero rated) supplies except for certain disallowed
expenses and subject to the normal input tax recovery rules.
Stamp Duty
No stamp duty is payable on the transfer of Units (whether in scripless form or confirmation note).
NETHERLANDS TAX OVERVIEW
Taxation of the Dutch Holding Companies in the Netherlands
Corporate income tax
An entity that is resident or deemed to be resident in the Netherlands will generally be subject to
Dutch corporate income tax. The prevailing Dutch corporate income tax rate for 2013 is 20.0% for
the first C200,000 of taxable income and 25.0% for the taxable income exceeding C200,000.
Withholding tax
Dividends paid by a Netherlands resident company to a shareholder are generally subject to a
Netherlands withholding tax of 15.0%.
With respect to a holder of shares who is considered to be a resident of a country other than the
Netherlands under the provisions of a tax treaty the Netherlands has concluded with such country,
such shareholder may, depending on the terms of and subject to compliance with the procedures
for claiming benefits under such tax treaty, be eligible for a full or partial exemption from or a
reduction or refund of Dutch dividend withholding tax.
The Netherlands does not levy an interest withholding tax. Dutch corporate income tax may
however become due on interest payments on loans if the creditor has a “substantial interest” in
the debtor and the substantial interest does not form part of the business equity of the creditor.
The tax due might be reduced or avoided if a creditor with the “substantial interest” is resident in
a country with which the Netherlands has concluded a tax treaty.
In general, a substantial interest, inter alia, exists if a holder of shares (including a holder of
depository receipts on shares), directly or indirectly:
(a)

holds at least 5.0% of the shares in the issued share capital in a company of which the capital
is entirely or partly divided into shares;

(b)

has rights to directly or indirectly acquire shares up to at least 5.0% of the issued capital;

(c)

has profit sharing certificates that relate to at least 5.0% of the annual profit or to at least
5.0% of what is paid upon liquidation;

(d)

is entitled to cast at least 5.0% of the votes at the general meeting of shareholders of a legal
entity within the meaning of Article 4.5a. of the Netherlands Income Tax Act.
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Value Added Tax (“VAT”)
Dutch companies leasing out real estate should qualify as entrepreneur for Dutch VAT purposes.
However, broadly, reclaiming Dutch input VAT will only be possible if the Dutch companies:
•

have opted for VAT taxable leasing in Germany; and

•

would have been eligible for VAT taxable leasing in the Netherlands as well in case the real
estate would have been located in the Netherlands.

In all other cases, Dutch VAT is not recoverable by the Dutch companies.
Stamp Duty
There is no stamp duty in the Netherlands.
Capital Tax
There is no capital tax in the Netherlands.
The Dutch Holding Companies are expected to derive the following sources of income and gains:
(a)

Rental from Property in Germany; and

(b)

Gains on disposal of Property in Germany.

Rental Income from Property in Germany
The rental income from the Properties situated in Germany should be tax exempt for Dutch
corporate income tax purposes.
The interest payments made on the loan(s) that relate to the Properties situated in Germany
should not be deductible for Dutch corporate income tax purposes.
Gains on Disposal of Property in Germany
The gains relating to the sale of the Properties situated in Germany by Dutch Holding Companies
should be tax exempt for Dutch corporate income tax purposes.
Singapore Holding Companies – Netherlands Tax Implications
The Singapore Holding Companies are expected to derive the following sources of income and
gains from the Dutch Holding Companies:
(a)

Dividends; and

(b)

Gains on disposal of shares in the Dutch Holding Companies.

Withholding Tax Obligations on Dividend Payment to Singapore Holding Companies
Under Dutch domestic tax law, a 15.0% withholding tax rate may be applied and Singapore
Holding Companies might potentially be subject to the Dutch foreign tax payer regime. However,
under the Singapore-Netherlands tax treaty, if the Singapore Holding Company is a resident of
Singapore for the purposes of the Singapore-Netherlands tax treaty and a company the capital of
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which is wholly or partly divided into shares, and which holds directly or indirectly at least 25.0%
of the capital of each Dutch Holding Company, the Netherlands is not allowed to levy tax on the
dividends distributed provided that the dividends are remitted to or received in Singapore.
Gains on Disposal of Shares in Dutch Holding Companies
On the basis that that the only asset(s) of Dutch Holding Companies is/are real estate situated in
Germany, under the Singapore-Netherlands tax treaty, gains on disposal of the shares in Dutch
Holding Companies by Singapore Holding Companies should not be subject to tax in the
Netherlands provided that the gains are remitted to or received in Singapore.
Singapore Financing Companies – Netherlands Tax Implications
The only source of income and gains expected to be derived by the Singapore Financing
Companies would be interest from the Dutch Holding Companies.
Withholding Tax Obligations on Interest Payment to Singapore Financing Companies
The Netherlands does not impose withholding tax on interest. Therefore, the interest payments to
Singapore Financing Companies should not be subject to interest withholding tax in the
Netherlands.
No Dutch corporate income tax should be due upon interest payments from the Dutch Holding
Companies to the Singapore Financing Companies provided the Singapore Financing Companies
do not have shares or other rights in the Dutch Holding Companies and therefore do not have a
“substantial interest” in the Dutch Holding Companies.
GERMANY TAX OVERVIEW
Dutch Holding Companies − German Tax Implications
Corporate income tax (“CIT”)
A company incorporated in the Netherlands should not be considered tax resident in Germany for
German CIT purposes unless it has a German place of management.
A company which is not tax resident in Germany is generally subject to German CIT and solidarity
surcharge at a rate of 15.825% on its German-sourced income. Taxable income from leasing of
real estate is computed on the basis of gross income less income related expenses in connection
with the German property and less deprecation, starting at the date on which the economic
ownership of the property is transferred to the acquirer. Income determination is in principle based
on accrual accounting.
Trade tax (“TT”)
A company which is not tax resident in Germany is only subject to German TT if it has a permanent
establishment in Germany. The mere letting as such (i.e. without further activities on German
territory and without a German office) should not create a German permanent establishment). The
TT rates regularly vary between 14.0% and 18.0% depending on the municipality where the
business (real estate) is located. The TT base generally corresponds to the taxable income for
German CIT purposes. However, certain add-backs and deductions are applicable. The most
important deduction for real estate owning companies is the extended trade tax deduction
(“ETTD”) which may – under certain conditions – result in the rental income to be effectively TT
exempt (for details see below). Any other income, e.g. interest income is subject to TT.

207

Real estate transfer tax (“RETT”)
RETT at a current rate of between 3.5% and 6.5% is levied on the transfer of German real estate.
The tax base is the consideration paid by the acquirer for the property (land and building).
Furthermore, the transfer of shares/partnership interest in an entity owning German real estate
may lead to a taxable event under German RETT law. RETT will be triggered if a single owner or
a group of companies for the first time acquires – directly or indirectly – at least 95.0% of the
shares in an entity (company or partnership) that owns German real estate (unification of shares),
or if there is a direct or indirect transfer of at least 95.0% in a real estate holding partnership within
a five-year period. Although the applicable RETT rate is equal to that of an asset transfer, the tax
base is a deemed value which is specifically assessed for RETT purposes (generally about 70.0%
to 80.0% of the fair market value).
Withholding tax
Germany currently does not levy withholding tax on dividends paid by companies not tax resident
in Germany. Furthermore, interest payments on “regular” loans are generally not subject to
German withholding tax under domestic tax law. Interest payments on profit-participating loans
are in principle subject to German withholding tax but only in case the company paying the interest
is tax resident in Germany.
Value Added Tax (“VAT”)
The regular VAT rate in Germany is 19.0%.
Depending on certain characteristics of the acquired real estate, the acquisition of real estate may
be regarded as a transfer of a business unit (“Geschäftsveräußerung im Ganzen”). In case of a
business unit transfer, the transfer is non-taxable, i.e. no VAT will be levied. In addition, in such
a case the purchaser enters in the seller’s VAT position with respect to the deducted input VAT
amounts and a potential correction. Therefore, should – following the acquisition – the use of the
real estate change (i.e. property that was let without charging VAT on the rent prior to the
acquisition, is let with a VAT charge after the acquisition and vice versa), input VAT on the initial
acquisition/construction of a building or on services to renovate a building may either be refunded
on a pro rata basis (to the extent it could not be claimed in the past) or it may have to be repaid
on a pro rata basis (to the extent it was claimed in excess in the past). The correction period for
such a refund/repayment is up to ten years following the acquisition/construction of a building or
on services to renovate a building.
If the transfer of the real estate should not be regarded as transfer of a business unit, the sale is
generally VAT-exempt. However, the seller may – subject to certain requirements – waive the
exemption and opt to subject the sale to VAT. In such a case, the purchaser is obliged to calculate
and pay the VAT according to Section 13b of the VAT Act (“reverse charge”). The seller has to
issue an invoice without VAT, but with a reference to Section 13b of the VAT Act.
Long term leases of real estate are generally exempt from VAT. The exemption from VAT does not
apply to movable assets let together with the building. The lessor may, however, opt to charge VAT
with respect to leases that are generally exempt. Such option to waive the VAT exemption may be
beneficial for the lessor since charging VAT comes along with the corresponding right to claim
input VAT. The option can only be exercised insofar as the lessee uses the real estate for supplies
that are fully subject to VAT. This should generally be the case where the real estate is let for
commercial purposes, i.e. to a lessee who is an entrepreneur within the meaning of the German
VAT Act. However, the exemption cannot be waived in relation to property that is let to a bank, an
insurance company or a medical doctor since those institutions do not provide services which are
subject to VAT.
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Should the use of the real estate change (i.e. property that was let without charging VAT on the
rent is let with a VAT charge and vice versa), German input VAT on the initial
acquisition/construction of a building or on services to renovate a building may either be refunded
(to the extent it could not be claimed in the past) or it may have to be repaid (to the extent it was
claimed in excess in the past), both on a pro rata basis. The correction period for such a
refund/repayment is up to ten years following the acquisition/construction of a building or on
services to renovate a building.
Stamp Duty
Germany currently does not levy stamp duty.
Capital Duty
Germany currently does not levy capital duty.
Acquisition of Property in Germany
The acquisition of the German property by the Dutch Holding Companies should be tax neutral for
German CIT and TT purposes, i.e. the property is capitalised at its acquisition cost and thus no
income should be triggered due to the acquisition.
No stamp duty is levied in Germany on the purchase of the Properties. However, further costs in
connection with the acquisition of the Properties, such as notary costs, may arise.
RETT is payable at rates of between 3.5% and 6.5% of the consideration paid for the land and
building. RETT is payable at the date when the sale and purchase agreement is actually signed,
regardless of a deviating date of closing (transfer of the economic ownership) or a deviating date
of payment of the purchase price. The current RETT rate (i.e. at the end of 2013, beginning of
2014) for Bonn, Münster and Darmstadt is 5% (the rate will be 6% for Darmstadt with effect from
1 August 2014) while the RETT rate for Munich (Concor Park) is 3.5%. Although the RETT is
legally owed by both the seller and the acquirer, it is frequently imposed on the acquirer in the sale
and purchase agreement. Ultimately, the acquirer is likely to bear the cost of the RETT in any
case. The RETT payable on the acquisition of the property should be capitalised as additional
acquisition cost of the property.
The regular German VAT rate is 19.0%. The acquisition of the German property may be
non-taxable for VAT purposes (i.e. no German VAT will be levied) if the acquisition of the property
is regarded as a transfer of a business unit, or VAT-exempt if the acquisition of the property is not
regarded as a transfer of a business unit. In case of a VAT exempt acquisition, the seller may –
subject to certain requirements – waive the exemption and opt to subject the sale to VAT. In this
case, the purchaser is obliged to calculate and pay the VAT according to Section 13b of the VAT
Act (“reverse charge”). The seller has to issue an invoice without VAT, but with a reference to
Section 13b of the VAT Act.
Dutch Holding Companies may have a secondary tax liability for the seller’s “business” taxes
(such as TT) as well as land tax for the period starting in the fiscal year prior to the transaction
and for taxes assessed until one year after the transaction. The Dutch Holding Companies have
obtained indemnities from the vendors of the Properties under the sale and purchase agreement
that this secondary tax liability is not borne by the Dutch Holding Companies.
The Dutch Holding Companies are expected to derive the following sources of income and gains:
(a)

Rental from Property in Germany; and

(b)

Gains on disposal of property in Germany.
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Rental Income from Property in Germany
The rental income from the Properties should be subject to German CIT. Allowable expenses
would be deductible. Deductible expenses are in general interest expenses (subject to certain
restrictions – see below), property/asset management fees, capital expenditure (to the extent that
it is not required to be capitalised), property taxes and insurance, maintenance expenses,
administrative expenses (e.g. consulting fees, bank charges), rental expenses (electricity, gas,
water) and commission fees for finding a tenant. The net rental income would be subject to
German CIT at a rate of 15.825% including Solidarity Surcharge.
For German CIT purposes, the interest expense should only be fully deductible if the net interest
expense of each Dutch Holding Company is below C3m per annum. If the threshold is exceeded,
the net interest expense deduction per annum is limited to 30.0% of the “taxable EBITDA” of the
company, i.e. 30.0% of the taxable income before taxes, (net) interest expenses, depreciation and
amortisation. Disallowed interest expense would be available to be carried forward indefinitely,
although relief for the interest carried-forward could be denied under the same rules as normal tax
losses carried forward following a direct or indirect change in ownership.
Land is generally not depreciable. The depreciation of buildings follows the straight-line method
and amounts to 3.0% per annum if the building is used for non-residential purposes and the
construction permit has been issued after 31 March 1985 (otherwise the depreciation rate is only
2.0% per annum). The depreciation rate for facilities outside of the building is usually 10.0% and
other assets such as fixtures, furniture and equipment (“FF&E”) which are not fixed permanently
with the building are depreciated over their useful lives. The allocation of the total purchase price
of the assets between the cost of the land, costs of the building and other assets needs to be
precisely assessed for each property acquisition in Germany and to avoid unnecessary future
discussions and amendments by the German tax authorities the purchase price allocation should
be determined on the basis of a report issued by an external independent appraiser.
The net rental income should only be subject to German TT in case the rented Properties or the
(management) activities conducted by Dutch Holding Companies on German territory are
considered a permanent establishment (as defined in the German General Tax Code). If the real
estate and the undertaken activity are not considered to be a permanent establishment, no TT
should be due on the rental income from the Properties.
In general, the Dutch Holding Companies should not have a German permanent establishment in
Germany if they do not perform any activities with their own employees, or open an office, on
German territory and instead employ third party providers for conducting the activities that need
to be undertaken on German territory. In addition, the third party providers should have no power
of attorney/representation, i.e. they may prepare decisions such as the conclusion and extension
of a contract, but the signature and the underlying decision must be made in the Netherlands or
elsewhere outside Germany (alongside with the documentation of the decision making process).
If the Dutch Holding Companies are considered to have a German permanent establishment, the
rental income on the Properties should also be subject to German TT at a rate generally between
14.0% and 18.0% depending on the municipality where the business is located. The current TT
rates in the locations where the Properties are located are as follows:
Bonn 17.15%
Münster 16.10%
Darmstadt 14.88%
Munich 17.15%
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However, the ETTD may, subject to certain conditions, have the effect that the rental income from
the Properties is effectively exempt from German TT. In order to benefit from the ETTD, the Dutch
Holding Companies should only engage in mere real estate holding activities which consist of
managing and letting of its own real estate. The ETTD will not be granted if “harmful” commercial
activities such as operating a parking garage, conducting portfolio administration services, asset
and facility management to third parties or property trading are performed by Dutch Holding
Companies even if the scale of such activities is relatively small as compared to the rental activity.
In addition, in order to benefit from the ETTD, only the land and the building of the real estate may
be let, but not the FF&E as the letting of the FF&E would constitute a “harmful” activity.
Leasing of immovable property is normally exempt from VAT in Germany. However, Dutch Holding
Companies can opt to subject the rent to VAT in case the tenants are VAT taxpayers. If they do
so, they would need to charge VAT at the rate of 19% on the rental charges to the tenants but
should be able to obtain a credit for the input VAT they have paid. If they do not, then any input
VAT will not be creditable.
Land tax is a local recurring tax on immovable property, including buildings. The Land tax is
assessed annually on 1 January of each calendar year, based on the “assessed value”
(“Einheitswert”) of the immovable property. The “assessed value” is usually lower than the actual
FMV. In relation to the FMV, the Land tax is usually approximately 1% per annum. Economically,
the cost of the Land tax is regularly reimbursed by the tenant (ancillary rental costs). The Land tax
regime may be modified in the near future particularly due to a decision currently pending before
the German Constitutional Court. The outcome of such modification is unclear at this stage.
Gains on Disposal of Property in Germany
The sale of the German property through Dutch Holding Companies should generally be subject
to German CIT at 15.825% (i.e. taxation at the regular rate with no special capital gains regime).
No German TT should be levied if the Dutch Holding Companies do not have a German permanent
establishment.
If Dutch Holding Companies have a German permanent establishment and are therefore subject
to German TT, the ETTD may be available. The capital gain derived through the sale of the
property should be German TT exempt provided that the asset managing activities are performed
throughout the entire fiscal year. This may not be the case if the (only or last) property is sold
within the fiscal year (i.e. not exactly at the fiscal year end) as there are no longer any properties
to manage for the remaining period. The German Federal Tax Court, however, has decided that
the preconditions for asset managing activities are fulfilled in the case of a sale on the last
business day of a fiscal year at 11:59pm. However, a property trade should still be avoided. Inter
alia, a property trade could be assumed if Dutch Holding Companies acquire the real estate with
the aim to resell it instead of using it for long term rental purposes and/or if certain numbers of
sales are made within five years.
The capital gain will be fully subject to German TT if Dutch Holding Companies have a German
PE to which the German real estate is attributed and if the ETTD is not available.
For VAT purposes, the sale of the German Property may be non-taxable (i.e. no German VAT will
be levied) if the sale of the property is regarded as a transfer of a business unit or VAT-exempt
if the sale of the property is not regarded as a transfer of a business unit. If the sale is not regarded
as a transfer of a business unit, the seller may waive the VAT exemption.
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RETT between 3.5% and 6.5% of the consideration paid for the land and building will be
chargeable. The current RETT rate (i.e. at the end of 2013, beginning of 2014) for Bonn, Münster
and Darmstadt is 5.0% (the rate will be 6% for Darmstadt with effect from 1 August 2014) while
the RETT rate for Munich (Concor Park) is 3.5%. Although the RETT is legally owed by both the
seller and the acquirer, it is frequently imposed on the acquirer in the sales and purchase
agreement.
Singapore Financing Companies – German Tax Implications
The only source of income and gains of the Singapore Financing Companies is expected to be
interest income.
Withholding Tax Obligations on Interest payment to Singapore Financing Companies
There should be no withholding tax on the interest payment to Singapore Financing Companies.
However, the interest payments may potentially be subject to German CIT at a rate of up to 8.0%
of the gross interest payment (as per the limit under the Singapore-Germany tax treaty) if the
underlying loan is collateralised by German real estate. This tax, if applicable, should not be levied
by way of a withholding tax. Instead, Singapore Financing Companies would need to file German
CIT returns and the CIT would be assessed.
Singapore Holding Companies – German Tax Implications
The Singapore Holding Companies are expected to derive the following sources of income and
gains:
(a)

Dividend payments to Singapore Holding Companies.

(b)

Gains on disposal of shares in Dutch Holding Companies.

Withholding Tax Obligations on Dividend Payment to Singapore Holding Companies
Dividends paid by the Dutch Holding Companies to the Singapore Holding Companies should not
be subject to German taxes by withholding or by assessment
Gains on Disposal of Shares in Dutch Holding Companies
A capital gain derived through the sale of shares in the Dutch Holding Companies should not be
subject to CIT or TT in Germany. However, German tax losses may be forfeited in case of a direct
and/or indirect transfer of more than 25% (partial forfeiture) or even more than 50% (entire
forfeiture) of the shares. Tax losses may be preserved if built-in gains exist (in particular because
of the real estate being capitalised in the German tax balance sheet at a value below the fair
market value) for example due to depreciation of the building.
The acquisition of at least 95% of the shares in Dutch Holding Companies would be subject to
RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase price
that is paid as a consideration for the shares). The RETT base is 100% of this deemed fair market
value irrespective of whether only 95% or more of the shares are acquired. RETT should not be
chargeable if the seller (not related to the acquirer) retains at least 5.1% of the shares legally and
economically.
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Gains on Disposal of Shares in Singapore Holding Companies
A capital gain derived through the sale of shares in the Singapore Holding Companies should not
be subject to CIT or TT in Germany. However, German tax losses may be forfeited in case of a
direct and/or indirect transfer of more than 25% (partial forfeiture) or even more than 50% (entire
forfeiture) of the shares. Tax losses may be preserved if built-in gains exist (in particular because
of the real estate being capitalised in the German tax balance sheet at a value below the fair
market value) for example due to depreciation of the building.
The acquisition of at least 95% of the shares in Singapore Holding Companies would be subject
to RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase
price that is paid as consideration for the shares). The RETT base is 100% of this deemed fair
market value irrespective of whether only 95% or more of the shares are acquired. RETT should
not be chargeable if a seller who is not related to the acquirer retains at least 5.1% of the shares
legally and economically.
IREIT – German Tax Implications
IREIT is expected to derive the following sources of income and gains:
(a)

Dividend payments from Singapore Holding Companies and Singapore Financing
Companies.

(b)

Gains on disposal of shares in Singapore Holding Companies and Singapore Financing
Companies.

Withholding Tax Obligations on Dividend Payment from Singapore Holding Companies and
Singapore Financing Companies
Dividends paid by the Singapore Holding Companies and Singapore Financing Companies to
IREIT should not be subject to German taxes by withholding or by assessment.
Gains on Disposal of Shares in Singapore Holding Companies and Singapore Financing
Companies
A capital gain derived through the sale of shares in Singapore Holding Companies and Singapore
Financing Companies should not be subject to CIT or TT in Germany.
However, German tax losses may be forfeited in case of a transfer of more than 25% (partial
forfeiture) or even more than 50% (entire forfeiture) of the shares in the Singapore Holding
Companies. Tax losses may be preserved if built-in gains exist (in particular because of the real
estate being capitalised in the German tax balance sheet at a value below the fair market value
for example due to depreciation of the building).
The acquisition of at least 95% of the shares in Singapore Holding Companies would be subject
to RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase
price that is paid as a consideration for the shares). The RETT base is 100% of this deemed fair
market value irrespective of whether only 95% or more are acquired. RETT should not be
chargeable if the seller (not related to the acquirer) retains at least 5.1% of the shares legally and
economically.
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The RETT consequences to IREIT on a disposal of units by the Unitholders depend on the
qualification of IREIT as partnership or corporation for German civil law purposes. If IREIT is
regarded as a corporation, the disposal should only trigger RETT if one Unitholder or a related
group of Unitholders (companies) acquires units which result in such Unitholder or related group
of Unitholders holding at least 95% of the units (“the unification of shares criterion”). If IREIT
is classified as a partnership, RETT should – in addition – be triggered if, within any five year
period, at least 95% of the units are transferred to “new” partners. In contrast to the unification of
shares criterion, a transfer of at least 95% of “partnership interest” triggers RETT even if the
interest is transferred to several persons or entities.
Furthermore, the Trustee (who is the legal owner of the shares in Singapore Holding Companies)
and the beneficiaries should be regarded as separate subjects for RETT purposes. Therefore, a
change in the Trustee or the acquisition of a 95% or greater shareholding in the Trustee should
trigger RETT as well.
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PLAN OF DISTRIBUTION
The Manager is making an offering of 167,733,000 Units (representing 40.0% of the total number
of Units in issue after the Offering) for subscription at the Offering Price under the Placement
Tranche and the Public Offer. 156,373,000 Units will be offered under the Placement Tranche and
11,360,000 Units will be offered under the Public Offer. Units may be re-allocated between the
Placement Tranche and the Public Offer at the discretion of the Joint Bookrunners (in consultation
with the Manager), subject to the minimum unitholding and distribution requirements of the
SGX-ST, in the event of an excess of applications in one and a deficit in the other.
The Public Offer is open to members of the public in Singapore. Under the Placement Tranche,
the Manager intends to offer the Units by way of an international placement through the Joint
Bookrunners to investors, in reliance on Regulation S.
Subject to the terms and conditions set forth in the underwriting agreement entered into between
the Joint Bookrunners and the Manager on 4 August 2014 (the “Underwriting Agreement”), the
Manager is expected to effect for the account of IREIT the issue of, and the Joint Bookrunners are
expected to severally but not jointly use reasonable endeavours, as agents for and on behalf of
the Manager, to procure subscription for, and failing which to subscribe for 167,733,000 Units, in
the proportions set forth opposite their respective names below.
Joint Bookrunners

Number of Units

DBS Bank Ltd.

142,573,000

Barclays Bank PLC, Singapore Branch

25,160,000

Total

167,733,000

The Units will be offered at the Offering Price. The Offering Price per Unit in the Placement
Tranche and the Public Offer will be identical. The Joint Bookrunners have agreed to subscribe or
procure subscription for 167,733,000 Units at the Offering Price, less the Underwriting, Selling
and Management Commission to be borne by IREIT.
The Manager and the Sponsor have agreed in the Underwriting Agreement to indemnify the Joint
Bookrunners against certain liabilities. The Underwriting Agreement also contains a contribution
clause which provides that where the indemnification by the Manager to the Joint Bookrunners is
unavailable or insufficient, the Manager shall contribute to the amount paid or payable by such
Joint Bookrunner as a result of any losses, claims, damages or liabilities (or actions in respect
thereof) in such proportion as is appropriate to reflect the relative benefits received by the
Manager on the one hand and the Joint Bookrunners on the other from the offering of the Units.
If, however, such allocation provided by the immediately preceding sentence is not permitted by
applicable law, then the Manager shall contribute to such amount paid or payable by such
indemnified party in such proportion as is appropriate to reflect not only such relative benefits but
also the relative fault of the Manager on the one hand and the Joint Bookrunners on the other in
connection with the statements or omissions which resulted in such losses, claims, damages or
liabilities (or actions in respect thereof), as well as any other relevant equitable considerations.
The relative benefits received by the Manager and/or the Sponsor on the one hand and the Joint
Bookrunners on the other shall be deemed to be in the same proportion as the total net proceeds
from the offering of the Units subscribed for or purchased under the Underwriting Agreement
(before deducting expenses) received by the Manager bear to the total underwriting discounts and
commissions received by the Joint Bookrunners with respect to the Units purchased under the
Underwriting Agreement. The relative fault shall be determined by reference to, among other
things, whether the untrue or alleged untrue statement of a material fact or the omission or alleged
omission to state a material fact relates to information supplied by the Manager on the one hand
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or the Joint Bookrunners on the other and the parties’ relative intent, knowledge, access to
information and opportunity to correct or prevent such statement or omission. No Joint Bookrunner
shall be required to contribute any amount in excess of the amount by which the total price at
which the Units underwritten by it and distributed to the public were offered to investors exceeds
the amount of any damages which such Joint Bookrunner has otherwise been required to pay by
reason of such untrue or alleged untrue statement or omission or alleged omission. No person
guilty of fraudulent misrepresentation shall be entitled to contribution from any person who was
not guilty of such fraudulent misrepresentation.
The Underwriting Agreement may be terminated by the Joint Bookrunners at any time prior to
issue and delivery of the Units upon the occurrence of certain events including, among others,
certain force majeure events pursuant to the terms of the Underwriting Agreement.
Each of the Joint Bookrunners and their associates may engage in transactions with, and perform
services for, the Trustee, the Manager, the Sponsor and IREIT in the ordinary course of business
and have engaged, and may in the future engage, in commercial banking, investment banking
transactions and/or other commercial transactions with the Trustee, the Manager, the Sponsor
and IREIT, for which they have received or made payment of, or may in the future receive or make
payment of, customary compensation.
Each of the Joint Bookrunners and their associates may make or hold a broad array of
investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (including bank loans) for their own account and for the accounts of their
customers in the ordinary course of business, and such investment and securities activities may
involve securities and instruments, including Units. The Joint Bookrunners and their associates
may also make investment recommendations and/or publish or express independent research
views in respect of such securities or instruments and may at any time hold, or recommend to their
clients that they acquire, long and/or short positions in such securities and instruments.
OVER-ALLOTMENT AND STABILISATION
The Unit Lender has granted the Over-Allotment Option to the Joint Bookrunners for the purchase
of up to an aggregate of 11,360,000 Units at the Offering Price. The number of Units subject to the
Over-Allotment Option represents 6.8% of the number of Units under the Placement Tranche and
the Public Offer and 12.9% of the total number of Units under the Placement Tranche and the
Public Offer excluding the LCH Units. The Stabilising Manager (or any of its affiliates or other
persons acting on behalf of the Stabilising Manager), in consultation with the other Joint
Bookrunner, may exercise the Over-Allotment Option in full or in part, on one or more occasions,
only from the Listing Date but no later than the earliest of (i) the date falling 30 days from the
Listing Date; or (ii) the date when the Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) has bought, on the SGX-ST, an aggregate of
11,360,000 Units, representing 6.8% of the total number of Units in the Offering and 12.9% of the
total number of Units in the Offering excluding the LCH Units, to undertake stabilising actions to
purchase up to an aggregate of 11,360,000 Units (representing 6.8% of the total number of Units
in the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units),
at the Offering Price. In connection with the Over-Allotment Option, the Stabilising Manager and
the Unit Lender have entered into a unit lending agreement (the “Unit Lending Agreement”)
dated 4 August 2014 pursuant to which the Stabilising Manager (or any of its affiliates or other
persons acting on behalf of the Stabilising Manager) may borrow up to an aggregate of 11,360,000
Units from the Unit Lender for the purpose of facilitating settlement of the over-allotment of Units
in connection with the Offering. The Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) will re-deliver to the Unit Lender such number of Units
which have not been purchased pursuant to the exercise of the Over-Allotment Option.
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In connection with the Offering, the Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) may, in consultation with the other Joint Bookrunner
and at its discretion, over-allot or effect transactions which stabilise or maintain the market price
of the Units at levels which might not otherwise prevail in the open market. However, there is no
assurance that the Stabilising Manager (or any of its affiliates or other persons acting on behalf
of the Stabilising Manager) will undertake stabilising action. Such transactions may be effected on
the SGX-ST and in other jurisdictions where it is permissible to do so, in each case in compliance
with all applicable laws and regulations, including the SFA and any regulations hereunder.
However, there is no assurance that the Stabilising Manager (or any of its affiliates or other
persons acting on behalf of the Stabilising Manager) will undertake stabilising action. Any profit
after expenses derived, or any loss sustained as a consequence of the exercise of the
Over-Allotment Option or the undertaking of any stabilising activities shall be for the account of the
Joint Bookrunners.
None of the Manager, the Sponsor, the Unit Lender, the Joint Bookrunners or the Stabilising
Manager (or any of its affiliates or other persons acting on behalf of the Stabilising Manager)
makes any representation or prediction as to the magnitude of any effect that the transactions
described above may have on the price of the Units. In addition, none of the Manager, the
Sponsor, the Unit Lender, the Joint Bookrunners or the Stabilising Manager (or any of its affiliates
or other persons acting on behalf of the Stabilising Manager) makes any representation that the
Stabilising Manager (or any of its affiliates or other persons acting on behalf of the Stabilising
Manager) will engage in these transactions or that these transactions, once commenced, will not
be discontinued without notice (unless such notice is required by law). The Stabilising Manager
will be required to make a public announcement via SGXNET in relation to the total number of
Units purchased by the Stabilising Manager (or any of its affiliates or other persons acting on
behalf of the Stabilising Manager), not later than 12.00 noon on the next trading day of the
SGX-ST after the transactions are effected. The Stabilising Manager will also be required to make
a public announcement through the SGX-ST in relation to the cessation of stabilising action and
the number of Units in respect of which the Over-Allotment Option has been exercised not later
than 8.30 a.m. on the next trading day of the SGX-ST after the cessation of stabilising action.
LOCK-UP ARRANGEMENTS
Summit SPV
Subject to the exceptions described below, Summit SPV has agreed with the Joint Bookrunners
that it will not during the First Lock-up Period, without the prior written consent of each of the Joint
Bookrunners (such consent not to be unreasonably withheld or delayed), directly or indirectly:
•

offer, sell, contract to sell, grant any option to purchase, grant security over, encumber or
otherwise dispose of or transfer, any or all of its effective interest in the Summit Lock-up Units
(including any securities convertible into or exchangeable for any Summit Lock-up Units or
which carry rights to subscribe for or purchase any such Summit Lock-up Units);

•

enter into any transaction or other arrangement (including a derivative transaction) with a
similar economic effect to the foregoing;

•

deposit any of its effective interest in the Summit Lock-up Units in any depository receipt
facility;

•

enter into a transaction which is designed or which may reasonably be expected to result in
any of the above; or

•

publicly announce any intention to do any of the above,
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and the same restrictions will apply in respect of its effective interest in 50.0% of the Summit
Lock-up Units (adjusted for any bonus issue or subdivision) during the Second Lock-up Period.
The restrictions described in the preceding paragraph do not apply to prohibit Summit SPV from
being able to:
•

create a charge over the Lock-up Units or otherwise grant security over or create any
encumbrance over the Lock-up Units, provided that such charge, security or encumbrance
(A) cannot be enforced over any Lock-up Units during the First Lock-up Period, and (B) can
only be enforced with respect to 50.0% of the effective interest in the Lock-up Units during
the Second Lock-up Period. The charge, security or encumbrance will only be created if the
chargee (such as a bank or financial institution) agrees that the charge, security or
encumbrance over the Lock-Up Units cannot be enforced over 100.0% of the Lock-Up Units
during the First Lock-Up Period and can only be enforced in relation to 50.0% of the effective
interest in the Lock-Up Units during the Second Lock-Up Period;

•

enter into any securities lending arrangement with the Joint Bookrunners or any sale or
transfer of the Lock-up Units by Summit SPV pursuant to the exercise of the Over-Allotment
Option, provided that the restrictions will apply to any Units returned to Summit SPV pursuant
to any such securities lending arrangement; or

•

transfer the Lock-up Units to and between entities which are wholly-owned subsidiaries of
Summit SPV, provided that Summit SPV has procured that such subsidiaries have executed
and delivered to the Joint Bookrunners, an undertaking to the effect that such subsidiaries
will comply with the foregoing restrictions for the unexpired period of the First Lock-up Period
and the Second Lock-up Period.

Mr Tong Jinquan
Subject to the exceptions described below, Mr Tong Jinquan has agreed with the Joint
Bookrunners that he will not during the First Lock-up Period, without the prior written consent of
each of the Joint Bookrunners (such consent not to be unreasonably withheld or delayed), directly
or indirectly:
•

offer, sell, contract to sell, grant any option to purchase, grant security over, encumber or
otherwise dispose of or transfer, any of his effective interest in the Lock-up Units (including
any securities convertible into or exchangeable for Lock-up Units or which carry rights to
subscribe for or purchase any Units);

•

enter into any transaction (including a derivative transaction) with a similar economic effect
to the foregoing;

•

deposit any of his effective interest in any Lock-up Units in any depository receipt facility;

•

enter into a transaction which is designed or which may reasonably be expected to result in
any of the above; or

•

publicly announce any intention to do any of the above,

and the same restrictions will apply in respect of his effective interest in 50.0% of the Lock-up
Units (adjusted for any bonus issue or subdivision) during the Second Lock-up Period.
In addition, Mr Tong Jinquan has also agreed that the same restrictions will apply to his entire
interest in Summit and Summit’s entire interest in Summit SPV (the “Summit SPV Shares”) until
the expiry of 12 months after the Listing Date.
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The restrictions described in the preceding paragraph do not apply to prohibit Mr Tong Jinquan
from being able to do the following:
•

Summit SPV from creating a charge over the Summit Lock-up Units or otherwise grant of
security over or creation of any encumbrance over the Summit Lock-up Units, provided that
such charge, security or encumbrance (A) cannot be enforced over any Summit Lock-up
Units during the First Lock-up Period, and (B) can only be enforced with respect to 50% of
the Summit Lock-up Units during the Second Lock-up Period. The charge, security or
encumbrance will only be created if chargee (such as a bank or financial institution) agrees
that the charge, security or encumbrance over the Summit Lock-up Units cannot be enforced
over 100.0% of the Summit Lock-up Units during the First Lock-up Period and can only be
enforced in relation to 50.0% of the Summit Lock-up Units during the Second Lock-up Period;

•

Summit from creating a charge or allowing an existing charge over its shares in Summit SPV
to subsist, provided that such charge cannot be enforced with respect to any shares in
Summit SPV until the expiry of 12 months after the Listing Date. The charge will only be
permissible if the chargee (such as a bank or financial institution) agrees that the charge over
the shares in Summit SPV cannot be enforced over any shares in Summit SPV until the
expiry of 12 months after the Listing Date;

•

Summit SPV from entering into any securities lending arrangement with any of the Joint
Bookrunners for any sale or transfer of the Summit Lock-up Units by Summit SPV pursuant
to the exercise of the Over-Allotment Option, provided that the restrictions will apply to any
Units returned to Summit SPV pursuant to any such securities lending arrangement; or

•

Summit SPV from transferring the Summit Lock-up Units to and between wholly-owned
subsidiaries of Summit SPV (the “Transferee Subsidiaries”), provided that Summit SPV has
executed and delivered to the Joint Bookrunners an undertaking to the effect that the
restrictions regarding Mr Tong Jinquan’s interest in Summit and Summit’s interest in Summit
SPV will mutatis mutandis apply as if references to Summit were to Summit SPV and
references to Summit’s shares in Summit SPV were to Summit SPV’s shares in the
Transferee Subsidiaries.

If, for any reason, the Offering is not completed within six months from 16 July 2014, the lock-up
arrangements described above will be terminated. For the avoidance of doubt, any Units returned
to the Unit Lender pursuant to the Unit Lending Agreement shall be subject to the lock-up
arrangements described above.
Mr Lim Chap Huat
Subject to the exceptions described below, Mr Lim Chap Huat has agreed with the Joint
Bookrunners that he will not during the First Lock-up Period, without the prior written consent of
each of the Joint Bookrunners (such consent not to be unreasonably withheld or delayed), directly
or indirectly:
•

offer, sell, contract to sell, grant any option to purchase, grant security over, encumber or
otherwise dispose of or transfer, any of his effective interest in the LCH Lock-up Units
(including any securities convertible into or exchangeable for LCH Lock-up Units or which
carry rights to subscribe for or purchase any Units);

•

enter into any transaction (including a derivative transaction) with a similar economic effect
to the foregoing;

•

deposit any of his effective interest in any LCH Lock-up Units in any depository receipt
facility;

•

enter into a transaction which is designed or which may reasonably be expected to result in
any of the above; or

219

•

publicly announce any intention to do any of the above,

and the same restrictions will apply in respect of his effective interest in 50.0% of the LCH Lock-up
Units (adjusted for any bonus issue or subdivision) during the Second Lock-up Period.
The restrictions described in the preceding paragraph do not apply to prohibit Mr Lim Chap Huat
from being able to do the following:
•

creating a charge over the LCH Lock-up Units or otherwise grant of security over or creation
of any encumbrance over the LCH Lock-up Units, provided that such charge, security or
encumbrance (A) cannot be enforced over any LCH Lock-up Units during the First Lock-up
Period, and (B) can only be enforced with respect to 50% of the LCH Lock-up Units during
the Second Lock-up Period. The charge, security or encumbrance will only be created if
chargee (such as a bank or financial institution) agrees that the charge, security or
encumbrance over the LCH Lock-up Units cannot be enforced over 100.0% of the LCH
Lock-up Units during the First Lock-up Period and can only be enforced in relation to 50.0%
of the LCH Lock-up Units during the Second Lock-up Period; or

•

transferring the LCH Lock-up Units to and between corporations which are wholly-owned by
Mr Lim Chap Huat, provided that such entities have executed and delivered to the Joint
Bookrunners an undertaking to the effect that such entities will comply with the foregoing
restrictions for the unexpired period of the First Lock-up Period and the Second Lock-up
Period.

If, for any reason, the Offering is not completed within six months from 16 July 2014, the lock-up
arrangements described above will be terminated.
The Manager
Subject to the exceptions described below, the Manager has agreed with the Joint Bookrunners
that it will not (and will not cause or permit IREIT to), for the First Lock-up Period, directly or
indirectly, without the prior written consent of the Joint Bookrunners (such consent not to be
unreasonably withheld or delayed):
•

offer, issue, sell, contract to issue or sell, grant any option, warrant or other right to subscribe
or purchase, grant security over, encumber or otherwise dispose of any Units (or any
securities convertible or exchangeable for any Units or which carry rights to subscribe for or
purchase any Units);

•

enter into any transaction (including a derivative transaction) with a similar economic effect
to the foregoing;

•

deposit any Units (or any securities convertible or exchangeable for Units or which carry
rights to subscribe for or purchase Units) in any depository receipt facility;

•

enter into a transaction which is designed or which may reasonably be expected to result in
any of the above; or

•

publicly announce any intention to do any of the above.

The restrictions described in the preceding paragraph do not apply to the issuance of (i) Units to
be offered under the Offering, (ii) the Summit Units, and (iii) the Units to the Manager in payment
of any fees payable to the Manager under the Trust Deed.
If, for any reason, the Offering is not completed within six months from 16 July 2014, the lock-up
arrangements described above will be terminated.
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SGX-ST LISTING
IREIT has received a letter of eligibility from the SGX-ST for the listing and quotation of the Units
on the Main Board of the SGX-ST. The SGX-ST assumes no responsibility for the correctness of
any statements or opinions made or reports contained in this Prospectus. Admission to the Official
List of the SGX-ST is not to be taken as an indication of the merits of the Offering, IREIT, the
Manager or the Units. It is expected that the Units will commence trading on the SGX-ST on a
“ready” basis on or about 2.00 p.m. on 13 August 2014.
Prior to this Offering, there has been no trading market for the Units. There can be no assurance
that an active trading market will develop for the Units, or that the Units will trade in the public
market subsequent to this Offering at or above the Offering Price. (See “Risk Factors – Risks
Relating to an Investment in the Units – The Units have never been publicly traded and the listing
of the Units on the Main Board of the SGX-ST may not result in an active or liquid market for the
Units” for further details.)
ISSUE EXPENSE
The estimated amount of the expenses in relation to the Offering and the issuance of the Summit
Units of S$20.7 million (assuming that the Over-Allotment Option is exercised in full) includes the
Underwriting, Selling and Management Commission, professional and other fees and all other
incidental expenses in relation to the Offering and the issuance of the Summit Units, which will be
borne by IREIT. A breakdown of these estimated expenses is as follows:
(S$’000)
Professional and other fees (1)

9,490

Underwriting, Selling and Management Commission
Miscellaneous Offering expenses

(2)

(3)

3,152
3,253

Acquisition fee

4,766

Total estimated expenses of the Offering and issuance of the Summit
Units

20,661

Notes:
(1)

Includes financial advisory fees, solicitors’ fees and fees for the Reporting Auditors, the Independent Tax Adviser (as
defined herein), the Independent Valuers and other professionals’ fees and other expenses.

(2)

Such commission represent a maximum of 2.0% of the total proceeds of the Offering (assuming the Over-Allotment
Option is exercised in full).

(3)

Includes cost of prospectus production, road show expenses and certain other expenses incurred or to be incurred
in connection with the Offering.

DISTRIBUTION AND SELLING RESTRICTIONS
None of the Manager, the Sponsor or the Joint Bookrunners have taken any action, or will take any
action, in any jurisdiction other than Singapore that would permit a public offering of Units, or the
possession, circulation or distribution of this Prospectus or any other material relating to the
Offering in any jurisdiction other than Singapore where action for that purpose is required.
Accordingly, each purchaser of the Units may not offer or sell, directly or indirectly, any Units and
may not distribute or publish this Prospectus or any other offering material or advertisements in
connection with the Units in or from any country or jurisdiction except in compliance with any
applicable rules and regulations of such country or jurisdiction.
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Each purchaser of the Units is deemed to have represented and agreed that it will comply with the
selling restrictions set out below for each of the following jurisdictions:
Selling Restrictions
Australia
This Prospectus and the offer is only made available in Australia to persons to whom a disclosure
document is not required to be given under either Chapter 6D or Chapter 7.9 of the Australian
Corporations Act 2001 (Cth) (“Corporations Act”). This Prospectus is not a prospectus, product
disclosure statement or any other form of formal “disclosure document” for the purposes of
Australian law, and is not required to, and does not, contain all the information which would be
required in a disclosure document under Australian law. It is made available to you on the basis
that you are a professional investor or sophisticated investor for the purposes of Chapter 6D, and
a wholesale client for the purposes of Chapter 7.9, of the Corporations Act.
If you acquire the Units in Australia then you:
(a)

represent and warrant that you are a professional or sophisticated investor;

(b)

represent and warrant that you are a wholesale client; and

(c)

agree not to sell or offer for sale any Units in Australia within 12 months from the date of their
issue under the Offering, except in circumstances where:
(i)

disclosure to investors would not be required under either Chapter 6D or Chapter 7.9
of the Corporations Act; or

(ii)

such sale or offer is made pursuant to a disclosure document which complies with either
Chapter 6D or Chapter 7.9 of the Corporations Act.

This Prospectus has not been and will not be lodged or registered with the Australian Securities
and Investments Commission or ASX Limited or any other regulatory body or agency in Australia.
The persons referred to in this Prospectus may not hold Australian Financial Services licences. No
cooling off regime will apply to an acquisition of any interest in IREIT.
This Prospectus does not take into account the investment objectives, financial situation or needs
of any particular person. Accordingly, before making any investment decision in relation to this
Prospectus, you should assess whether the acquisition of any interest in IREIT is appropriate in
light of your own financial circumstances or seek professional advice.
Dubai International Financial Centre
This Prospectus relates to a fund which is not subject to any form of regulation or approval by the
Dubai Financial Services Authority (the “DFSA”). The DFSA has no responsibility for reviewing or
verifying this Prospectus or other documents in connection with IREIT. Accordingly, the DFSA has
not approved this Prospectus or any other associated documents nor taken any steps to verify the
information set out in this Prospectus, and has no responsibility for it.
The Units to which this Prospectus relates may be illiquid and/or subject to restrictions on their
resale. Prospective purchasers should conduct their own due diligence on the Units. If you do not
understand the contents of this Prospectus you should consult an authorised financial advisor.
This Prospectus is intended for distribution only to persons of a specific type defined in the DFSA’s
Rules as Professional Clients and must not, therefore, be delivered to, or relied on by, any other
type of persons including Retail Clients.

222

Hong Kong
WARNING: The contents of this Prospectus have not been reviewed by any regulatory authority
in Hong Kong. You are advised to exercise caution in relation to the offer. If you are in any doubt
about any of the contents of this Prospectus, you should obtain independent professional advice.
This Prospectus has not been authorised by the Securities and Futures Commission in Hong
Kong.
Accordingly, no person shall issue or possess for the purposes of issue, whether in Hong Kong or
elsewhere, any advertisement, invitation or document relating to the Units, which is directed at, or
the contents of which are likely to be accessed or read by, the public of Hong Kong (except if
permitted to do so under the securities laws of Hong Kong) other than with respect to Units which
are or are intended to be disposed of only to persons outside Hong Kong or only to “professional
investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any
rules made under that Ordinance.
People’s Republic of China
The Units may not be offered or sold, and will not be offered or sold to any person in the People’s
Republic of China (excluding Hong Kong, Macau and Taiwan, the “PRC”) as part of the initial
distribution of the Units, except pursuant to applicable laws and regulations of the PRC. This
Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any securities
in the PRC to any person to whom it is unlawful to make the offer or solicitation in the PRC.
The Manager makes no representation that this Prospectus may be lawfully distributed, or that
any Units may be lawfully offered, in compliance with any applicable registration or other
requirements in the PRC, or pursuant to an exemption available thereunder, or assume any
responsibility for facilitating any such distribution or offering. In particular, no action has been
taken by the REIT Manager which would permit a public offering of any Units or distribution of this
Prospectus in the PRC. Accordingly, the Units are not being offered or sold within the PRC by
means of this Prospectus or any other document. Neither this Prospectus nor any advertisement
or other offering material may be distributed or published in the PRC, except under circumstances
that will result in compliance with any applicable laws and regulations.
Qatar
This Prospectus is not intended to constitute an offer, sale or delivery of shares, units in a
collective investment scheme, units or other securities under the laws of the State of Qatar
including the rules and regulations of the Qatar Financial Centre Authority (“QFCA”) or the Qatar
Financial Centre Regulatory Authority (“QFCRA”) or equivalent laws of the Qatar Central Bank
(“QCB”). This Prospectus has not been lodged or registered with, or reviewed or approved by the
QFCA, the QFCRA, the QCB or the Qatar Financial Markets Authority and is not otherwise
authorised or licensed for distribution in the State of Qatar or the Qatar Financial Centre (“QFC”).
The information contained in this Prospectus does not, and is not intended to, constitute a public
or general offer or other invitation in respect of shares, units in a collective investment scheme or
other securities in the State of Qatar or the QFC. The Units will not be admitted or traded on the
Qatar Exchange.
United Arab Emirates (excluding the Dubai International Financial Centre)
In accordance with the provisions of the United Arab Emirates (“UAE”) Securities and
Commodities Authority’s (“SCA”) Board Decision No. 37 of 2012 (as amended by SCA Board
Decision No. 13 of 2013), the units in the Fund to which this Prospectus relates may only be
promoted in the UAE as follows:
(a)

without the prior approval of SCA, only in so far as the promotion is directed to (i) financial
portfolios owned by federal or local governmental agencies; (ii) entities whose main purpose,
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or one of their purposes, is to invest in securities, provided that such entities would only
invest in the Fund for their own account and not for the accounts of their clients; and (iii) duly
licensed investment managers with the power to make investment decisions; and
(b)

with the prior approval of the SCA, by way of (i) private placement by persons authorised to
do so by the UAE Central Bank or the SCA, subject to a minimum subscription amount per
individual investor of five hundred thousand UAE Dirhams (AED 500,000) or one million UAE
Dirhams (AED 1,000,000) where the fund as been established in a free zone outside the
UAE) – which minimum subscription amount does not apply if a duly licensed investment
manager subscribes for the account of a client for whom that investment manager
undertakes discretionary portfolio management, or if the investor is involved in a saving and
investments plan on a periodic basis with equal monthly or quarterly payments for a period
not less than two years and for a total amount per plan of at least seventy five thousand UAE
Dirhams (AED 75,000) or the equivalent in foreign currencies; or (ii) institutional private
placement by licensed representative offices subject to a minimum subscription amount per
individual institutional investor of ten million UAE Dirhams (AED 10,000,000).

Any approval of the SCA to the promotion of the Units in the UAE does not represent a
recommendation to purchase or invest in IREIT. The SCA has not verified this Prospectus or other
documents in connection with IREIT and the SCA may not be held liable for any default by any
party involved in the operation, management or promotion of IREIT in the performance of their
responsibilities and duties, or the accuracy or completeness of the information in this Prospectus.
The Units to which this Prospectus relates may be illiquid and/or subject to restrictions on their
resale. Prospective investors should conduct their own due diligence on the Fund units. If you do
not understand the contents of this Prospectus you should consult an authorised financial advisor.
United States
The Units have not been and will not be registered under the Securities Act and may not be offered
or sold within the United States except in a transaction that is exempt from, or not subject to, the
registration requirements of the Securities Act. The Units are being offered and sold outside of the
United States in reliance on Regulation S (terms used in this subsection that are defined in
Regulation S are used herein as defined therein).
General
Each applicant for Units in the Offering will be deemed to have represented and agreed that it is
relying on this Prospectus and not on any other information or representation not contained in this
Prospectus and none of IREIT, the Manager, the Trustee, the Sponsor, the Sole Global
Coordinator, the Joint Bookrunners or any other person responsible for this Prospectus or any part
of it will have any liability for any such other information or representation.
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CLEARANCE AND SETTLEMENT
INTRODUCTION
A letter of eligibility has been obtained from the SGX-ST for the listing and quotation of the Units.
For the purpose of trading on the SGX-ST, a board lot for the Units will comprise 1,000 Units.
Upon listing and quotation on the SGX-ST, the Units will be traded under the electronic book-entry
clearance and settlement system of CDP. All dealings in and transactions of the Units through the
SGX-ST will be effected in accordance with the terms and conditions for the operation of
Securities Accounts, as amended from time to time.
CDP, a wholly-owned subsidiary of Singapore Exchange Limited, is incorporated under the laws
of Singapore and acts as a depository and clearing organisation. CDP holds securities for its
account-holders and facilitates the clearance and settlement of securities transactions between
account-holders through electronic book-entry changes in the Securities Accounts maintained by
such accountholders with CDP.
It is expected that the Units will be credited into the Securities Accounts of applicants for the Units
within four Market Days after the closing date for applications for the Units.
CLEARANCE AND SETTLEMENT UNDER THE DEPOSITORY SYSTEM
The Units will be registered in the name of CDP or its nominee and held by CDP for and on behalf
of persons who maintain, either directly or through depository agents, Securities Accounts with
CDP. Persons named as direct Securities Account holders and depository agents in the depository
register maintained by CDP will be treated as Unitholders in respect of the number of Units
credited to their respective Securities Accounts.
Transactions in the Units under the book-entry settlement system will be reflected by the seller’s
Securities Account being debited with the number of Units sold and the buyer’s Securities Account
being credited with the number of Units acquired and no transfer stamp duty is currently payable
for the transfer of Units that are settled on a book-entry basis.
Units credited to a Securities Account may be traded on the SGX-ST on the basis of a price
between a willing buyer and a willing seller. Units credited into a Securities Account may be
transferred to any other Securities Account with CDP, subject to the terms and conditions for the
operation of Securities Accounts and a S$10.00 transfer fee payable to CDP. All persons trading
in the Units through the SGX-ST should ensure that the relevant Units have been credited into
their Securities Account, prior to trading in such Units, since no assurance can be given that the
Units can be credited into the Securities Account in time for settlement following a dealing. If the
Units have not been credited into the Securities Account by the due date for the settlement of the
trade, the buy-in procedures of the SGX-ST will be implemented.
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CLEARING FEE
A clearing fee for the trading of Units on the SGX-ST is payable at the rate of 0.0325% of the
transaction value. The clearing fee, deposit fee and unit withdrawal fee may be subject to the
prevailing GST.
Dealings in the Units will be carried out in Singapore dollars and will be effected for settlement in
CDP on a scripless basis. Settlement of trades on a normal “ready” basis on the SGX-ST generally
takes place on the third Market Day following the transaction date. CDP holds securities on behalf
of investors in Securities Accounts. An investor may open a direct account with CDP or a
sub-account with any CDP depository agent. A CDP depository agent may be a member company
of the SGX-ST, bank, merchant bank or trust company.
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EXPERTS
Deloitte & Touche LLP, the Independent Tax Adviser, was responsible for preparing the
Independent Taxation Report found in Appendix D of this Prospectus.
Colliers International Property Advisers UK LLP and Cushman & Wakefield LLP, the Independent
Valuers, were responsible for preparing the Independent Property Valuation Summary Reports
found in Appendix E of this Prospectus.
Cushman & Wakefield LLP, the Independent Market Research Consultant, was responsible for
preparing the Independent Property Market Research Report found in Appendix F of this
Prospectus.
The Independent Tax Adviser, the Independent Valuers and the Independent Market Research
Consultant have each given and have not withdrawn their written consents to the issue of this
Prospectus with the inclusion herein of their names and their respective write-ups and reports and
all references thereto in the form and context in which they respectively appear in this Prospectus,
and to act in such capacity in relation to this Prospectus.
None of Allen & Gledhill LLP, Allen & Overy LLP or Shook Lin & Bok LLP, makes, or purports to
make, any statement in this Prospectus and none of them is aware of any statement in this
Prospectus which purports to be based on a statement made by it and it makes no representation,
express or implied, regarding, and takes no responsibility for, any statement in or omission from
this Prospectus.
Save for the statements attributed to Salans FMC SNR Denton Europe LLP in the sections
“Business and Properties – Certain Information on the Properties – Deutsche Telekom Profit and
Loss Transfer Agreement” and “Overview of Relevant Laws and Regulations in Germany –
Transfer of Ownership”, Salans FMC SNR Denton Europe LLP does not make, or purport to make,
any statement in this Prospectus and it is not aware of any statement in this Prospectus which
purports to be based on a statement made by it and it makes no representation, express or
implied, regarding, and takes no responsibility for, any statement in or omission from this
Prospectus.
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REPORTING AUDITORS
Deloitte & Touche LLP, the Reporting Auditors, have given and have not withdrawn their consent
to the issue of this Prospectus for the inclusion herein of:
•

their name;

•

their report dated 4 August 2014 titled “Reporting Auditors’ Report on the Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date”; and

•

their report dated 4 August 2014 titled “Reporting Auditors’ Report on the Profit Forecast and
Profit Projections”,

in the form and context in which they appear in this Prospectus, and references to its name and
such reports in the form and context which they appear in this Prospectus and to act in such
capacity in relation to this Prospectus.

228

GENERAL INFORMATION
RESPONSIBILITY STATEMENT BY THE DIRECTORS
(1)

The Directors collectively and individually accept full responsibility for the accuracy of the
information given in this Prospectus and confirm after making all reasonable enquiries that,
to the best of their knowledge and belief, this Prospectus constitutes full and true disclosure
of all material facts about the Offering, IREIT and its subsidiaries, and the Directors are not
aware of any facts the omission of which would make any statement in this Prospectus
misleading, and the Directors are satisfied that the Profit Forecast and Profit Projections
contained in “Profit Forecast and Profit Projections” have been stated after due and careful
enquiry. Where information in the Prospectus has been extracted from published or
otherwise publicly available sources or obtained from a named source, the sole responsibility
of the Directors has been to ensure that such information has been accurately and correctly
extracted from those sources and/or reproduced in this Prospectus in its proper form and
context.

MATERIAL BACKGROUND INFORMATION
(2)

There are no legal or arbitration proceedings pending or, so far as the Directors are aware,
threatened against the Manager the outcome of which, in the opinion of the Directors, may
have or have had during the 12 months prior to the date of this Prospectus, a material
adverse effect on the financial position of the Manager.

(3)

There are no legal or arbitration proceedings pending or, so far as the Directors are aware,
threatened against IREIT the outcome of which, in the opinion of the Directors, may have or
have had during the 12 months prior to the date of this Prospectus, a material adverse effect
on the financial position (on a pro forma basis) of IREIT.

(4)

The name, age and address of each of the Directors are set out in “The Manager and
Corporate Governance – Directors of the Manager”. A list of the present and past
directorships of each Director and executive officer of the Manager over the last five years
preceding the Latest Practicable Date is set out in Appendix H “List of Present and Past
Principal Directorships of Directors and Executive Officers”.

(5)

There is no family relationship among the Directors and executive officers of the Manager.

(6)

None of the Directors or executive officers of the Manager is or was involved in any of the
following events:
(i)

at any time during the last 10 years, an application or a petition under any bankruptcy
laws of any jurisdiction filed against him or against a partnership of which he was a
partner at the time when he was a partner or at any time within two years from the date
he ceased to be a partner;

(ii)

at any time during the last 10 years, an application or a petition under any law of any
jurisdiction filed against an entity (not being a partnership) of which he was a director
or an equivalent person or a key executive, at the time when he was a director or an
equivalent person or a key executive of that entity or at any time within two years from
the date he ceased to be a director or an equivalent person or a key executive of that
entity, for the winding up or dissolution of that entity or, where that entity is the trustee
of a business trust, that business trust, on the ground of insolvency;

(iii) any unsatisfied judgment against him;
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(iv) a conviction of any offence, in Singapore or elsewhere, involving fraud or dishonesty
which is punishable with imprisonment, or has been the subject of any criminal
proceedings (including any pending criminal proceedings of which he is aware) for such
purpose;
(v)

a conviction of any offence, in Singapore or elsewhere, involving a breach of any law
or regulatory requirement that relates to the securities or futures industry in Singapore
or elsewhere, or has been the subject of any criminal proceedings (including any
pending criminal proceedings of which he is aware) for such breach;

(vi) at any time during the last 10 years, judgment been entered against him in any civil
proceedings in Singapore or elsewhere involving a breach of any law or regulatory
requirement that relates to the securities or futures industry in Singapore or elsewhere,
or a finding of fraud, misrepresentation or dishonesty on his part, or any civil
proceedings (including any pending civil proceedings of which he is aware) involving an
allegation of fraud, misrepresentation or dishonesty on his part;
(vii) a conviction in Singapore or elsewhere of any offence in connection with the formation
or management of any entity or business trust;
(viii) disqualification from acting as a director or an equivalent person of any entity (including
the trustee of a business trust), or from taking part directly or indirectly in the
management of any entity or business trust;
(ix) any order, judgment or ruling of any court, tribunal or governmental body permanently
or temporarily enjoining him from engaging in any type of business practice or activity;
(x)

to his knowledge, been concerned with the management or conduct, in Singapore or
elsewhere, of the affairs of:
(a)

any corporation which has been investigated for a breach of any law or regulatory
requirement governing corporations in Singapore or elsewhere;

(b)

any entity (not being a corporation) which has been investigated for a breach of
any law or regulatory requirement governing such entities in Singapore or
elsewhere;

(c)

any business trust which has been investigated for a breach of any law or
regulatory requirement governing business trusts in Singapore or elsewhere; or

(d)

any entity or business trust which has been investigated for a breach of any law
or regulatory requirement that relates to the securities or futures industry in
Singapore or elsewhere,

in connection with any matter occurring or arising during the period when he was so
concerned with the entity or business trust; or
(xi) the subject of any current or past investigation or disciplinary proceedings, or has been
reprimanded or issued any warning, by the Authority or any other regulatory authority,
exchange, professional body or government agency, whether in Singapore or
elsewhere.
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MATERIAL CONTRACTS
(7)

The dates of, parties to, and general nature of every material contract which the IREIT Group
has entered into within the two years preceding the date of this Prospectus (not being
contracts entered into in the ordinary course of the business of IREIT) are as follows:
(i)

the Trust Deed;

(ii)

the Sponsor ROFR;

(iii) the Summit ROFR;
(iv) the LCH ROFR;
(v)

the Property Management Agreements;

(vi) the Deutsche Telekom Property Purchase Agreements; and
(vii) the Concor Park Purchase Agreement.
DOCUMENTS FOR INSPECTION
(8)

Copies of the following documents are available for inspection at the registered office of the
Manager at 158 Cecil Street #11-01, Singapore 069545, for a period of six months from the
date of this Prospectus (prior appointment would be appreciated):
(i)

the material contracts referred to in paragraph 7 above, save for the Trust Deed (which
will be available for inspection for so long as IREIT is in existence);

(ii)

the Underwriting Agreement;

(iii) the Reporting Auditors’ Report on the Profit Forecast and Profit Projections as set out
in Appendix A of this Prospectus;
(iv) the Reporting Auditors’ Report on the Unaudited Pro Forma Consolidated Balance
Sheet as at the Listing Date as set out in Appendix B of this Prospectus;
(v)

the Independent Taxation Report as set out in Appendix D of this Prospectus;

(vi) the Independent Property Valuation Summary Reports as set out in Appendix E of this
Prospectus as well as the full valuation reports for each of the Properties;
(vii) the Independent Property Market Research Report set out in Appendix F of this
Prospectus;
(viii) the written consents of the Reporting Auditors, the Independent Valuers, the
Independent Market Research Consultant and the Independent Tax Adviser (see
“Experts” and “Reporting Auditors” for further details);
(ix) the Summit Subscription Agreements; and
(x)

the Depository Services Terms and Conditions.
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CONSENTS OF THE SOLE GLOBAL COORDINATOR AND THE JOINT ISSUE MANAGERS,
BOOKRUNNERS AND UNDERWRITERS
(9)

DBS Bank Ltd. has given and not withdrawn its written consent to being named in this
Prospectus as the Sole Global Coordinator to the Offering.

(10) DBS Bank Ltd. and Barclays Bank PLC, Singapore Branch have each given and not
withdrawn its written consent to being named in this Prospectus as a Joint Issue Manager,
Bookrunner and Underwriter to the Offering.
WAIVERS FROM THE SGX-ST
(11) The Manager has obtained from the SGX-ST waivers from compliance with the following
listing rules under the Listing Manual:
(i)

Rule 404(3), which relates to restrictions on investments subject to compliance with the
Listing Manual and the CIS Code;

(ii)

Rule 404(5), which requires the management company to be reputable and have an
established track record in managing investments;

(iii) Rule 407(4), which requires the submission of the financial track record of the
investment manager and investment adviser and persons employed by them;
(iv) Rule 409(3), which requires the annual accounts of IREIT for each of the last three
financial years to be submitted to the SGX-ST together with the application to the
SGX-ST for the listing of IREIT; and
(v)

Rule 609(b), which requires the disclosure in this Prospectus of the pro forma income
statement or statement of comprehensive income of IREIT for the latest three financial
years and for the most recent interim period as if IREIT had been in existence at the
beginning of the period reported on, as well as the pro forma statement of financial
position as at the date to which the most recent pro forma income statement or
statement of comprehensive income has been made up.

MISCELLANEOUS
(12) The financial year end of IREIT is 31 December.
(13) A full valuation of each of the real estate assets held by IREIT will be carried out at least once
a year in accordance with the Property Funds Appendix. Generally, where the Manager
proposes to issue new Units (except in the case where new Units are being issued in
payment of the Manager’s management fees) or to redeem existing Units, a valuation of the
real properties held by IREIT must be carried out in accordance with the Property Funds
Appendix. The Manager or the Trustee may at any other time arrange for the valuation of any
of the real properties held by IREIT if it is of the opinion that it is in the best interest of
Unitholders to do so.
(14) While IREIT is listed on the SGX-ST, investors may check the SGX-ST website
http://www.sgx.com for the prices at which Units are being traded on the SGX-ST. Investors
may also check one or more major Singapore newspapers such as The Straits Times, The
Business Times and Lianhe Zaobao, for the price range within which Units were traded on
the SGX-ST on the preceding day.
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(15) The Manager does not intend to receive soft dollars (as defined in the CIS Code) in respect
of IREIT. Save as disclosed in this Prospectus, unless otherwise permitted under the Listing
Manual, neither the Manager nor any of its Associates will be entitled to receive any part of
any brokerage charged to IREIT, or any part of any fees, allowances or benefits received on
purchases charged to IREIT.
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GLOSSARY
%

:

Per centum or percentage

Adjustments

:

Adjustments which are charged or credited to the
consolidated profit and loss account of IREIT for the relevant
financial year or the relevant distribution period (as the case
may be), including (i) unrealised income or loss, including
property revaluation gains or losses, and provision or
reversals of impairment provisions; (ii) deferred tax
charges/credits; (iii) negative goodwill; (iv) differences
between cash and accounting finance costs; (v) realised gains
or
losses
on
the
disposal
of
properties
and
disposal/settlement of financial instruments; (vi) the portion of
the Management Fee that is paid or payable in the form of
Units; (vii) costs of any public or other offering of Units or
convertible instruments that are expensed but are funded by
proceeds from the issuance of such Units or convertible
instruments; (viii) depreciation and amortisation in respect of
the Properties and their ancillary machines, equipment and
other fixed assets; (ix) adjustment for amortisation of rental
incentives and (x) other charges or credits (as deemed
appropriate by the Manager)

Aggregate Leverage

:

The total borrowings and deferred payments (if any) as a
percentage of the Deposited Property

Allianz

:

Allianz Handwerker Services GmbH

Annual Distributable
Income

:

The amount calculated by the Manager (based on the audited
financial statements of IREIT for that financial year) as
representing the consolidated audited net profit after tax of
IREIT (which includes the net profits of the SPVs held by
IREIT for the financial year, to be pro-rated where applicable
to the portion of IREIT’s interest in the relevant SPV) for the
financial year, as adjusted to eliminate the effects of
Adjustments. After eliminating the effects of these
Adjustments, the Annual Distributable Income may be
different from the net profit recorded for the relevant Financial
Year

Application Forms

:

The printed application forms to be used for the purpose of the
Offering and which form part of this Prospectus

Application List

:

The list of applicants subscribing for Units which are the
subject of the Public Offer

Aspen Group

:

Aspen Building Ltd., Aspen Properties (1990) Ltd. and Aspen
Real Estate Ltd.

Associate

:

Has the meaning ascribed to it in the Listing Manual

ATM

:

Automated teller machine
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Audit and Risk
Committee

:

The audit and risk committee of the Board

Authorised Investments

:

Means:
(i)

real estate;

(ii)

any improvement or extension of or addition to, or
reconstruction, refurbishment, retrofitting, renovation or
other development of any real estate or any building
thereon;

(iii) real estate-related assets, wherever the issuers, assets
or securities are incorporated, located, issued or traded;
(iv) listed or unlisted debt securities and listed shares or
stock and (if permitted by the Authority) unlisted shares
or stock of or issued by local or foreign non-property
companies or corporations;
(v)

government securities (issued on behalf of the
Singapore Government or governments of other
countries) and securities issued by a supra-national
agency or a Singapore statutory board; (vi) cash and
cash equivalent items;

(vii) financial derivatives only for the purposes of (a) hedging
existing positions in IREIT’s portfolio where there is a
strong correlation to the underlying investments or (b)
efficient portfolio management, PROVIDED THAT such
derivatives are not used to gear the overall portfolio of
IREIT or intended to be borrowings or any form of
financial indebtedness of IREIT; and
(viii) any other investment not covered by paragraph (i) to (vii)
of this definition but specified as a permissible
investment in the Property Funds Appendix and selected
by the Manager for investment by IREIT and approved by
the Trustee in writing
Authority or MAS

:

Monetary Authority of Singapore

Base CPI

:

CPI as of the start of the relevant lease term or as of any prior
rent adjustment arising from re-indexation

Base Fee

:

10.0% per annum of Annual Distributable Income of IREIT
(calculated before accounting for the Base Fee and the
Performance Fee)

Bundesviertel

:

The federal quarter of Bonn

Board

:

The board of directors of the Manager
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Bonn Campus Vendor

:

The vendor of Bonn Campus, being TC Bonn
Objektgesellschaft mbH & Co. KG, a limited partnership
(Kommanditgesellschaft) under German law with registered
seat in Soest, Germany, registered with the trade register of
the local court (Amtsgericht) of Arnsberg under HRA 6718

Business Day

:

Any day (other than a Saturday, Sunday or gazetted public
holiday) on which commercial banks are open for business in
Singapore and the SGX-ST is open for trading

CDP

:

The Central Depository (Pte) Limited

CIS Code

:

The Code on Collective Investment Schemes issued by the
MAS

CMS Licence

:

Capital markets services licence for REIT management

Colliers

:

Colliers International Property Advisers UK LLP

Committed Occupancy

:

Occupancy rate based on all current leases in respect of the
Properties, including legally binding letters of offer

Companies Act

:

Companies Act, Chapter 50 of Singapore

Concor Park Purchase
Agreement

:

The property sale and purchase agreement in relation to
Concor Park

Concor Park Purchasers

:

The purchasers of Concor Park, being Laughing Rock 8 B.V.
and Laughing Rock 9 B.V.

Concor Park Vendor

:

The vendor of Concor Park, being MG-Dornach
Bestandsgebäude GmbH, a limited liability company
(Gesellschaft mit beschränkter Haftung) under German law
with registered seat in Munich, Germany, registered with the
commercial register of the local court (Amtsgericht) of
Munichunder HRB 134339, formerly known as CM

controlling shareholder

:

As defined in the Listing Manual, means a person who: (i)
holds directly or indirectly 15.0% or more of the total number
of issued shares (excluding treasury shares) of a company; or
(ii) in fact exercises control over a company, where “control”
refers to the capacity to dominate decision-making, directly or
indirectly, in relation to the financial and operating policies of
a company

CPF

:

Central Provident Fund

CPI

:

Consumer Price Index of Germany

C&W

:

Cushman & Wakefield LLP
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Darmstadt Campus
Vendor

:

The vendor of Darmstadt Campus, being TC Darmstadt
Objektgesellschaft mbH & Co. KG, a limited partnership
(Kommanditgesellschaft) under German law with registered
seat in Soest, Germany, registered with the trade register of
the local court (Amtsgericht) of Arnsberg under HRA 6700

Deposited Property

:

All the assets of IREIT, including all its Authorised
Investments held or deemed to be held in accordance with the
Trust Deed

Depository Services
Terms and Conditions

:

The CDP’s depository services terms and conditions in
relation to the deposit of the Units in CDP

Deutsche Telekom

:

Deutsche Telekom AG

Deutsche Telekom Leases

:

The single tenant leases to GMG, a wholly-owned subsidiary
of Deutsche Telekom, in respect of the Deutsche Telekom
Properties

Deutsche Telekom Profit
and Loss Transfer
Agreement

:

The profit and loss transfer agreement entered into between
Deutsche Telekom and GMG, pursuant to which Deutsche
Telekom will be subject to a claim to compensate GMG for any
and all losses suffered by GMG in the event that the assets of
GMG are insufficient to cover the claims of IREIT under the
Deutsche Telekom Leases; for the avoidance of doubt, the
Deutsche Telekom Profit and Loss Transfer Agreement is a
general agreement that extends to all creditors of GMG, and
not only IREIT

Deutsche Telekom
Properties

:

Bonn Campus, Darmstadt Campus and Münster Campus

Deutsche Telekom
Property Purchase
Agreements

:

The four property sale and purchase agreements in relation to
the Deutsche Telekom Properties, one for each of Bonn
Campus, Darmstadt Campus, Münster North and Münster
South

Deutsche Telekom
Property Purchasers

:

The purchasers of the Deutsche Telekom Properties, being
Laughing Rock 1 B.V., Laughing Rock 2 B.V., Laughing Rock
3 B.V., Laughing Rock 4 B.V., Laughing Rock 5 B.V., Laughing
Rock 6 B.V. and Laughing Rock 7 B.V.

Deutsche Telekom
Property Vendors

:

The vendors of the Deutsche Telekom Properties, being Bonn
Campus Vendor, Darmstadt Campus, Münster North Campus
Vendor and Münster South Campus Vendor

Development Project

:

A project involving the development of land, or buildings, or
part(s) thereof on land which is acquired, held or leased by
IREIT, provided always that the Property Funds Appendix
shall be complied with for the purposes of such development,
but does not include refurbishments, retrofitting and
renovations
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DPU

:

Distribution per Unit

Dutch Holding
Companies

:

Laughing Rock 1 B.V., Laughing Rock 2 B.V., Laughing Rock
3 B.V., Laughing Rock 4 B.V., Laughing Rock 5 B.V., Laughing
Rock 6 B.V., Laughing Rock 7 B.V., Laughing Rock 8 B.V. and
Laughing Rock 9 B.V., collectively (each, a “Dutch Holding
Company”)

Ebase

:

European Bank for Fund Services GmbH

EUR, euro or C

:

Euros, the lawful currency of the Participating Member States

Eurohypo Land Charge

:

The joint land charge for Eurohypo AG, Eschborn, in the
amount of C250.0 million which is encumbering the Deutsche
Telekom Properties

Eurohypo Release
Amount

:

The amount required to release the Eurohypo Land Charge

Eurozone

:

The economic region comprising the Participating Member
States

Exempted Agreements

:

The Trust Deed, the Sponsor ROFR, the Summit ROFR and
the LCH ROFR

Extraordinary Resolution

:

A resolution proposed and passed as such by a majority
consisting of 75.0% or more of the total number of votes cast
for and against such resolution at a meeting of Unitholders
duly convened and held in accordance with the provisions of
the Trust Deed

Facility

:

The C96.6 million (S$162.6 million) term loan facility from the
Lender

First Distribution

:

The first distribution of IREIT after the Listing Date for the
period from the Listing Date to 31 December 2014

First Lock-up Period

:

The period commencing from the date of issuance of the Units
until the date falling six months after the Listing Date (both
dates inclusive)

Forecast Period 2014

:

1 July 2014 to 31 December 2014

FY

:

Financial year ended or, as the case may be, ending
31 December

GDP

:

Gross domestic product

GMG

:

The tenant of the Deutsche Telekom Properties, being GMG
Generalmietgesellschaft mbH, which is a wholly-owned
subsidiary of Deutsche Telekom
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GMG Prepayments

:

The amount of prepayments made by GMG to the Darmstadt
Campus Vendor in relation to the land tax payable in relation
to Darmstadt Campus

Gross Rental Income

:

Comprises rental income received from rental of office space
and ancillary technical, storage and general spaces, as well
as car park revenue

Gross Revenue

:

Consists of Gross Rental Income and other income
attributable to the operation of the Properties and a service
charge collected to offset the recoverable expenses

GST

:

Goods and Services Tax

Independent Market
Research Consultant

:

Cushman & Wakefield LLP

Independent Tax Adviser

:

Deloitte & Touche LLP

Independent Valuers

:

Colliers and C&W

Initial Units

:

The 1,000 Units held by Mr Itzhak Sella on the Listing Date
immediately before the issue of the Offering Units

Instruments

:

Offers, agreements or options that might or would require
Units to be issued, including but not limited to the creation and
issue of (as well as adjustments to) securities, warrants,
debentures or other instruments convertible into Units

Interested Party
Transaction

:

Has the meaning ascribed to it in the Property Funds
Appendix

Interested Person

:

Has the meaning ascribed to it in the Listing Manual

Interested Person
Transactions

:

Has the meaning ascribed to it in the Listing Manual

Investible Savings

:

The balance in a CPF Ordinary Account plus the net amounts
(if any) withdrawn for education and investment

IPO

:

Initial public offering

IPO Portfolio

:

The initial portfolio of Properties held by IREIT as at the
Listing Date

IRAS

:

Inland Revenue Authority of Singapore

IREIT

:

IREIT Global, a real estate investment trust established in
Singapore and constituted by the Trust Deed

IREIT Global Management

:

IREIT Global Management Pte. Ltd.
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IREIT Group

:

IREIT and its subsidiaries

Joint Issue Managers,
Bookrunners and
Underwriters or Joint
Bookrunners

:

DBS Bank Ltd. and Barclays Bank PLC, Singapore Branch

Latest Practicable Date

:

17 July 2014, being the latest practicable date prior to the
registration of this Prospectus by the MAS

LCH Lock-up Units

:

The Units which will be held by Mr Lim Chap Huat and any
other entity which is wholly-owned by Mr Lim Chap Huat on
the Listing Date

LCH Relevant Entity

:

In relation to the LCH ROFR, means Mr Lim Chap Huat or any
existing or future corporations which Mr Lim Chap Huat
directly or indirectly holds more than 50% or future private
funds managed by Mr Lim Chap Huat or any existing or future
corporations which Mr Lim Chap Huat directly or indirectly
holds more than 50%, and where such corporations are not
wholly-owned by Mr Lim Chap Huat or where the interests in
such private funds are not wholly-owned by Mr Lim Chap Huat
and their other shareholder(s) or private fund investors(s)
is/are third parties, such corporations or private funds will be
subject to the LCH ROFR only upon obtaining the consent of
such third parties, and in this respect, Mr Lim Chap Huat shall
use his best endeavours to obtain such consent

LCH ROFR

:

The right of first refusal granted by Mr Lim Chap Huat to IREIT

LCH SPA Completion
Date

:

The date falling two business days from the Listing Date or
such other date as may be agreed between the parties to the
agreement

LCH SPV

:

Dolphin Two Pte. Ltd.

LCH Units

:

The 79,675,000 Units subscribed for by Mr Lim Chap Huat

Lender

:

DekaBank Deutsche Girozentrale

Listing Date

:

The date of admission of IREIT to the Official List of the
SGX-ST

Listing Manual

:

The Listing Manual of the SGX-ST

Lock-up Periods

:

The First Lock-Up Period and the Second Lock-Up Period

Lock-up Units

:

The Summit Lock-up Units and the LCH Lock-up Units

Manager

:

IREIT Global Group Pte. Ltd., in its capacity as manager of
IREIT
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Management Fee or
Manager’s Management
Fee

:

Base Fee and Performance Fee

Market Day

:

A day on which the SGX-ST is open for trading in securities

Münster North

:

The north component of Münster Campus

Münster North Campus
Vendor

:

The vendor of Münster North, being TC Münster Nord
Objektgesellschaft mbH & Co. KG, a limited partnership
(Kommanditgesellschaft) under German law with registered
seat in Soest, Germany, registered with the trade register of
the local court (Amtsgericht) of Arnsberg under HRA 6721

Münster South

:

The south component of Münster Campus

Münster South Campus
Vendor

:

The vendor of Münster South, TC Münster Süd
Objektgesellschaft mbH & Co. KG, a limited partnership
(Kommanditgesellschaft) under German law with registered
seat in Soest, Germany, registered with the trade register of
the local court (Amtsgericht) of Arnsberg under HRA 6706

NAV

:

Net asset value

Net Lettable Area or NLA

:

Net lettable area

Net Property Income

:

Gross Revenue less property operating expenses

Offering

:

The offering of 167,733,000 Units by the Manager for
subscription at the Offering Price under the Placement
Tranche and the Public Offer

Offering Price

:

The subscription price of S$0.88 per Unit under the Offering

Offering Units

:

The 167,733,000 Units to be issued pursuant to the Offering

Ordinary Resolution

:

A resolution proposed and passed as such by a majority being
greater than 50.0% of the total number of votes cast for and
against such resolution at a meeting of Unitholders duly
convened and held in accordance with the provisions of the
Trust Deed

Over-Allotment Option

:

An option granted by the Unit Lender to the Joint Bookrunners
to purchase from the Unit Lender up to an aggregate of
11,360,000 Units at the Offering Price, solely to cover the
over-allotment of Units (if any)

Participating Banks

:

DBS Bank (including POSB), Oversea-Chinese Banking
Corporation Limited and United Overseas Bank Limited (and
its subsidiary, Far Eastern Bank Limited)
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Participating Member
State

:

Any member state of the European Union that has the Euro as
its lawful currency in accordance with the legislation of the
European Union relating to European Economic and Monetary
Union

Performance Fee

:

25.0% of the difference in DPU in a financial year with the
DPU in the preceding financial year (calculated before
accounting for the Performance Fee but after accounting for
the Base Fee in each financial year) multiplied by the
weighted average number of Units in issue for such financial
year

Placement Tranche

:

The international placement of Units to investors other than
Summit SPV and Mr Tong Jinquan pursuant to the Offering

Profit Forecast

:

The forecast results for Forecast Period 2014

Profit Projections

:

The projected results for Projection Year 2015 and Projection
Year 2016

Projection Year 2015

:

1 January 2015 to 31 December 2015

Projection Year 2016

:

1 January 2016 to 31 December 2016

Properties

:

The properties which are held by IREIT, and “Property”
means any one of them

Property Funds Appendix

:

Appendix 6 of the CIS Code issued by the MAS in relation to
real estate investment trusts

Property Management
Agreements

:

The five property management agreements dated 24 April
2014 entered into between the Property Manager and the
relevant Dutch Holding Companies in relation to each of the
Properties

Property Manager

:

LEOFF Asset Management GmbH, as the property manager
of IREIT

Proposed Disposal

:

In relation to the Sponsor ROFR and the Summit ROFR,
means any proposed offer by a Relevant Entity to dispose of
any interest in any Relevant Asset which is owned by that
Relevant Entity

Public Offer

:

The offering to the public in Singapore of Units

Recognised Stock
Exchange

:

Any stock exchange of repute in any country in any part of the
world

Regulation S

:

Regulation S under the Securities Act

REIT

:

Real estate investment trust
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Related Party

:

Refers to an interested person and/or, as the case may be, an
interested party

Related Party
Transactions

:

“Interested person transactions” in the Listing Manual and
“interested party transactions” in the Property Funds
Appendix

Relevant Asset

:

In relation to the Sponsor ROFR, the Summit ROFR and the
LCH ROFR, means any income-producing real estate in
Europe which is used primarily for office purposes. Where
such income-producing real estate is held by a Sponsor
Relevant Entity, Summit Relevant Entity or LCH Relevant
Entity (as the case may be) through an SPV established solely
to own such real estate, the term “Relevant Asset” shall refer
to the shares or equity interests, as the case may be, in that
SPV

Relevant Information

:

The information which is necessary for the preparation of a
feasibility report if Mr Tong Jinquan, Mr Itzhak Sella or any of
their affiliates intend to acquire any office property in Europe
which falls within the investment mandate of IREIT

Reporting Auditors

:

Deloitte & Touche LLP

S$ or Singapore dollars
and cents

:

Singapore dollars and cents, the lawful currency of the
Republic of Singapore

Second Lock-up Period

:

The period immediately following the First Lock-up Period
until the date falling 12 months after the Listing Date

Securities Account

:

Securities account or sub-account maintained by a Depositor
(as defined in Section 130A of the Companies Act) with CDP

Securities Act

:

U.S. Securities Act of 1933, as amended

Securities and Futures
Act or SFA

:

Securities and Futures Act, Chapter 289 of Singapore

Settlement Date

:

The date and time on which the Units are issued as settlement
under the Offering

SGX-ST

:

Singapore Exchange Securities Trading Limited

Singapore Financing
Companies

:

IREIT Global Investments 1 Pte. Ltd., IREIT Global
Investments 2 Pte. Ltd., IREIT Global Investments 3 Pte. Ltd.
and IREIT Global Investments Pte. Ltd.

Singapore Holding
Companies

:

IREIT Global Holdings 1 Pte. Ltd., IREIT Global Holdings 2
Pte. Ltd., IREIT Global Holdings 3 Pte. Ltd. and IREIT Global
Holdings Pte. Ltd.

SITA

:

Income Tax Act, Chapter 134 of Singapore
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Sodexo

:

Sodexo Services GmbH

Sole Global Coordinator

:

DBS Bank Ltd.

Sponsor

:

Sella Holdings Pte. Ltd.

Sponsor Group

:

The Sponsor and its subsidiaries and in relation to the
Sponsor ROFR means the Sponsor or any of its existing or
future subsidiaries

Sponsor Relevant Entity

:

In relation to the Sponsor ROFR, means the Sponsor Group or
future private funds managed by the Sponsor Group, and
where such subsidiaries are not wholly-owned by the Sponsor
or where the interests in such private funds are not whollyowned by the Sponsor and their other shareholder(s) or
private fund investor(s) is/are third parties, such subsidiaries
or private funds will be subject to the Sponsor ROFR only
upon obtaining the consent of such third parties, and in this
respect, the Sponsor shall use its best endeavours to obtain
such consent

Sponsor ROFR

:

The right of first refusal granted by the Sponsor to IREIT

SPVs

:

Special purpose vehicles

sq ft

:

Square feet

sq m

:

Square metres

ST Microelectronics

:

ST Microelectronics GmbH

Stabilising Manager

:

DBS Bank Ltd.

Substantial Unitholder

:

Any Unitholder with an interest in one or more Units
constituting not less than 5.0% of all Units in issue

Summit or Strategic
Partner

:

Shanghai Summit Pte. Ltd.

Summit Group

:

Shanghai Summit (Group) Co., Ltd.

Summit Lenders

:

The financial institutions which have extended loan facilities
to Summit SPV and/or Mr Tong Jinquan (as the case may be)
to partially finance its respective subscription of the Summit
Units including DBS Bank Ltd. and ABN AMRO Bank N.V.,
Singapore Branch

Summit Lock-up Units

:

The Units which will be held by Summit SPV and Mr Tong
Jinquan and any other entity which is wholly-owned by each of
Summit SPV and Mr Tong Jinquan on the Listing Date
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Summit Relevant Entity

:

In relation to the Summit ROFR, means Summit Group or any
of its existing or future subsidiaries or future private funds
managed by Summit Group or any of its existing or future
subsidiaries, and where such subsidiaries are not whollyowned by Summit Group or where the interests in such private
funds are not wholly-owned by Summit Group and their other
shareholder(s) or private fund investor(s) is/are third parties,
such subsidiaries or private funds will be subject to the
Summit ROFR only upon obtaining the consent of such third
parties, and in this respect, Summit Group shall use its best
endeavours to obtain such consent

Summit ROFR

:

The right of first refusal granted by Summit Group to IREIT

Summit SPV

:

Wealthy Fountain Holdings Inc

Summit SPV Shares

:

Shares of Summit SPV

Summit Subscription
Agreements

:

The subscription agreements dated 10 July 2014 entered into
between the Manager and each of Summit SPV and Mr Tong
Jinquan respectively, to subscribe for the Summit Units

Summit Units

:

The 251,603,000 Units subscribed for by Summit SPV and
Mr Tong Jinquan

T-Mobile

:

T-Mobile Deutschland GmbH

Take-over Code

:

Singapore Code on Take-overs and Mergers

Tax Rulings

:

The tax rulings issued by the IRAS dated 25 February 2014 on
the exemption of dividend income received by the Singapore
Holding Companies, and the interest income received by the
Singapore Financing Companies, in Singapore from Dutch
Holding Companies, on or before 31 March 2015 (unless
otherwise extended). Pursuant to the IRAS Section 13(12)
Circular dated 30 May 2014 the tax rulings should continue to
apply, subject to meeting the relevant conditions, to the
dividend income received by the Singapore Holding
Companies and the interest income received by the
Singapore Financing Companies in Singapore from the Dutch
Holding Companies in respect of any overseas property
which:
(i)

is acquired, directly or indirectly, by the Dutch Holding
Companies on or before 31 March 2015; and

(ii)

continues to be beneficially owned, directly or indirectly,
by the Dutch Holding Companies after 31 March 2015
(See “Taxation” and Appendix D, “Independent Taxation
Report” for further information.)
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Total Project Costs

:

The sum of the following:
•

construction cost based on the project final account
prepared by the project quantity surveyor or issued by
the appointed contractor;

•

principal consultants’ fees, including payments to the
project’s architect, civil and structural engineer,
mechanical and electrical engineer, quantity surveyor
and project manager;

•

the costs of obtaining all approvals for the project;

•

site staff costs;

•

interest costs on borrowings used to finance project
cashflows that are capitalised to the project in line with
International Financial Reporting Standards; and

•

any other costs including contingency expenses which
meet the definition of Total Project Costs and can be
capitalised to the project in accordance with International
Financial Reporting Standards

Trust Companies Act

:

Trust Companies Act, Chapter 336 of Singapore

Trust Deed

:

The trust deed dated 1 November 2013 entered into between
IREIT Global Management and DBS Trustee Limited
constituting IREIT, as amended by a supplemental deed of
appointment and retirement of manager dated 14 July 2014
entered into between IREIT Global Management (as retiring
manager), IREIT Global Group Pte. Ltd. (as new manager)
and the Trustee, and an amending and restating deed dated
14 July 2014 between the IREIT Global Group Pte. Ltd. (as
manager) and the Trustee, and as may be amended, varied or
supplemented from time to time

Trustee

:

DBS Trustee Limited, in its capacity as trustee of IREIT

Underwriting Agreement

:

The underwriting agreement dated 4 August 2014 entered into
between the Manager and the Joint Bookrunners

Underwriting, Selling and
Management Commission

:

The underwriting, selling and management commission
payable to the Joint Bookrunners for their services in
connection with the Offering

Unit(s)

:

An undivided interest in IREIT as provided for in the Trust
Deed
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Unit Issue Mandate

:

The general mandate for the Manager to issue Units within
certain limits until (i) the conclusion of the first annual general
meeting of IREIT or (ii) the date by which first annual general
meeting of IREIT is required by applicable regulations to be
held, whichever is earlier

Unit Lender

:

Wealthy Fountain Holdings Inc

Unit Lending Agreement

:

The unit lending agreement entered into between the
Stabilising Manager (or any of its affiliates or other persons
acting on behalf of the Stabilising Manager) and the Unit
Lender dated 4 August 2014 in connection with the OverAllotment Option

Unitholder(s)

:

The registered holder for the time being of a Unit including
persons so registered as joint holders, except that where the
registered holder is CDP, the term “Unitholder” shall, in
relation to Units registered in the name of CDP, mean, where
the context requires, the depositor whose Securities Account
with CDP is credited with Units

Unit Registrar

:

Boardroom Corporate & Advisory Services Pte. Ltd.

United States or U.S.

:

United States of America

VAT

:

Value-added tax

Vendors

:

The Bonn Campus Vendor, the Darmstadt Campus Vendor,
the Münster North Campus Vendor, the Münster South
Campus Vendor and the Concor Park Vendor

Vienna Insurance Group

:

Wiener Städtische Versicherung AG, Vienna Insurance
Group, Vienna

Vienna Insurance Group
Land Charge

:

The land charge for Vienna Insurance Group in the amount of
C36.0 million which is encumbering Concor Park

Vienna Insurance Group
Release Amount

:

The amount required for release of the Vienna Insurance
Group Land Charge

WALE

:

Weighted average lease expiry

Yamaichi

:

Yamaichi Electronics Deutschland GmbH

Words importing the singular shall, where applicable, include the plural and vice versa. Words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall include corporations.
Any reference in this Prospectus to any enactment is a reference to that enactment for the time
being amended or re-enacted.
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Any reference to a time of day in this Prospectus is made by reference to Singapore time unless
otherwise stated.
Any discrepancies in the tables, graphs and charts between the listed amounts and totals thereof
are due to rounding.
Information contained in the Manager’s website does not constitute part of this Prospectus.

248

APPENDIX A

REPORTING AUDITORS’ REPORT ON THE PROFIT FORECAST
AND PROFIT PROJECTIONS
The Board of Directors
IREIT Global Group Pte. Ltd.
(as manager of IREIT Global)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(as trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre Tower 3
Singapore 018982
4 August 2014
Dear Sirs
Letter from the Reporting Auditors on the Profit Forecast for the Period from 1 July 2014 to
31 December 2014 and the Profit Projections for the Years Ending 31 December 2015 and
31 December 2016
This letter has been prepared for inclusion in the prospectus (the “Prospectus”) of IREIT Global
(“IREIT”) in connection with the initial public offering of the units in IREIT and listing of the units
on the Singapore Exchange Securities Trading Limited (the “Offering”).
The directors of (the “Directors”) IREIT Global Group Pte. Ltd. (the “Manager”) are responsible for
the preparation and presentation of the forecast statements of total return for the period from
1 July 2014 to 31 December 2014 (the “Profit Forecast”) and the years ending 31 December 2015
and 31 December 2016 (the “Profit Projections”) as set out on pages 80 to 81 of the Prospectus,
which have been prepared on the basis of the assumptions set out on pages 81 to 92 of the
Prospectus.
We have examined the Profit Forecast of IREIT for the period from 1 July 2014 to 31 December
2014 and the Profit Projections for the years ending 31 December 2015 and 31 December 2016
as set out on pages 80 to 81 of the Prospectus in accordance with Singapore Standard on
Assurance Engagements (“SSAE”) 3400 The Examination of Prospective Financial Information.
The Directors are solely responsible for the Profit Forecast and Profit Projections including the
assumptions set out on pages 81 to 92 of the Prospectus on which they are based.
Profit Forecast
Based on our examination of the evidence supporting the relevant assumptions, nothing has come
to our attention which causes us to believe that these assumptions do not provide a reasonable
basis for the Profit Forecast. Further, in our opinion the Profit Forecast is properly prepared on the
basis of the assumptions, is consistent with the accounting policies set out on pages C-5 to C-10
of the Prospectus, and is presented in accordance with International Financial Reporting
Standards (but not all the required disclosures) issued by the International Accounting Standards
Board (“IASB”), which is the framework to be adopted by IREIT in the preparation of its financial
statements.
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Profit Projections
The Profit Projections are intended to show a possible outcome based on the stated assumptions.
As IREIT is newly established without any history of activities and because the length of the period
covered by the Profit Projections extends beyond the period covered by the Profit Forecast, the
assumptions used in the Profit Projections (which include hypothetical assumptions about future
events which may not necessarily occur) are more subjective than would be appropriate for a profit
forecast. The Profit Projections do not therefore constitute a profit forecast.
Based on our examination of the evidence supporting the relevant assumptions, nothing has come
to our attention which causes us to believe that these assumptions do not provide a reasonable
basis for the Profit Projections. Further, in our opinion the Profit Projections are properly prepared
on the basis of the assumptions, are consistent with the accounting policies set out on pages C-5
to C-10 of the Prospectus, and are presented in accordance with International Financial Reporting
Standards (but not all the required disclosures), which is the framework to be adopted by IREIT
in the preparation of its financial statements.
Events and circumstances frequently do not occur as expected. Even if the events anticipated
under the hypothetical assumptions occur, actual results are still likely to be different from the
Profit Forecast and Profit Projections since other anticipated events frequently do not occur as
expected and the variation may be material. The actual results may therefore differ materially from
those forecasted and projected. For the reasons set out above, we do not express any opinion as
to the possibility of achievement of the Profit Forecast and Profit Projections.
Attention is drawn, in particular, to the risk factors set out on pages 41 to 67 of the Prospectus
which describe the principal risks associated with the Offering, to which the Profit Forecast and
Profit Projections relate and the sensitivity analysis of the Profit Forecast and Profit Projections
set out on pages 90 to 92 of the Prospectus.

Yours faithfully,

Deloitte & Touche LLP
Public Accountants and
Chartered Accountants
Singapore
Cheng Ai Phing
Partner
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APPENDIX B

REPORTING AUDITORS’ REPORT ON THE UNAUDITED PRO FORMA
CONSOLIDATED BALANCE SHEET AS AT THE LISTING DATE
The Board of Directors
IREIT Global Group Pte. Ltd.
(as manager of IREIT Global)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(as trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre Tower 3
Singapore 018982
4 August 2014
Dear Sirs
Letter from the Reporting Auditors on the Unaudited Pro Forma Consolidated Balance
Sheet as at the Listing Date
This letter has been prepared for inclusion in the prospectus (the “Prospectus”) to be issued in
connection with the offering of 167,733,000 units in IREIT Global (“IREIT”) at the offering price of
S$0.88 per unit (the “Offering”).
We have completed our assurance engagement to report on the compilation of the Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date of IREIT by IREIT Global Group Pte.
Ltd. (the “Manager”) as set out on page 78 of the Prospectus to be issued in connection with the
Offering. The Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date has been
prepared for illustrative purposes only and is based on certain assumptions, after making the
necessary adjustments to reflect the financial position of IREIT as if it had completed the Offering,
drawn down the bank facilities and acquired all the Properties with secured and marketable titles
on Listing Date, under the same terms set out in the Prospectus.
The applicable criteria (the “Criteria”) on which the Manager has compiled the Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date are described in Section C.
The Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date has been compiled
by the Manager to illustrate the impact of:
(a)

the acquisition of four office properties, namely, Bonn Campus, Darmstadt Campus, Münster
Campus (comprising Münster North and Münster South) and Concor Park (the “Properties”)
with secured and marketable titles, and certain assets and liabilities on the financial position
of IREIT as if the acquisition had taken place on the Listing Date, pursuant to the terms set
out in the Prospectus; and

(b)

the proposed issuance of 419,336,000 units at the issue price of S$0.88 per unit, net of issue
costs of C12.3 million, and the proposed drawdown of C96.6 million of borrowings, net of
debt upfront fees of C1.6 million, as set out in Section C of the Unaudited Pro Forma
Consolidated Balance Sheet as at the Listing Date, in order to, inter alia, fund the acquisition
of the Properties of C283.1 million.
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The Manager’s responsibility for the Unaudited Pro Forma Consolidated Balance Sheet as
at the Listing Date
The Manager is responsible for compiling the Unaudited Pro Forma Consolidated Balance Sheet
as at the Listing Date on the basis of the Criteria.
Reporting Auditors’ responsibility
Our responsibility is to express an opinion about whether the Unaudited Pro Forma Consolidated
Balance Sheet as at the Listing Date has been compiled, in all material respects, by the Manager
on the basis of the Criteria.
We conducted our engagement in accordance with Singapore Standard on Assurance
Engagements (SSAE) 3420, Assurance Engagements to Report on the Compilation of Pro Forma
Financial Information Included in a Prospectus, issued by the Institute of Singapore Chartered
Accountants (ISCA). This standard requires that the Reporting Auditors comply with ethical
requirements and plan and perform procedures to obtain reasonable assurance about whether the
Manager has compiled, in all material respects, the Unaudited Pro Forma Consolidated Balance
Sheet as at the Listing Date on the basis of the Criteria as described in Section C.
For purposes of this engagement, we are not responsible for updating or reissuing any reports or
opinions on any historical financial information used in compiling the Unaudited Pro Forma
Consolidated Balance Sheet as at the Listing Date, nor have we, in the course of this engagement,
performed an audit or review of the financial information used in compiling the Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date.
The purpose of an Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date
included in a prospectus is solely to illustrate the impact of a significant event or transaction on
unadjusted financial information of the entity as if the event had occurred or the transaction had
been undertaken at an earlier date selected for purposes of the illustration. Accordingly, we do not
provide any assurance that the actual outcome of the event or transaction at the Listing Date
would have been as presented.
A reasonable assurance engagement to report on whether the Unaudited Pro Forma Consolidated
Balance Sheet as at the Listing Date has been compiled, in all material respects, on the basis of
the Criteria involves performing procedures to assess whether the Criteria used by the Manager
in the compilation of the Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date
provide a reasonable basis for presenting the significant effects directly attributable to the event
or transaction, and to obtain sufficient appropriate evidence about whether:
•

the related pro forma adjustments give appropriate effect to the Criteria; and

•

the Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date reflects the
proper application of those adjustments to the unadjusted financial information.

The procedures selected depend on the Reporting Auditors’ judgement, having regard to his/her
understanding of the nature of the event or transaction in respect of which the Unaudited Pro
Forma Consolidated Balance Sheet as at the Listing Date has been compiled, and other relevant
engagement circumstances.
The engagement also involves evaluating the overall presentation of the Unaudited Pro Forma
Consolidated Balance Sheet as at the Listing Date.
We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
B-2

Opinion
In our opinion:
(a)

(b)

the Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date has been
compiled:
i.

in a manner consistent with the accounting principles to be adopted by IREIT, which are
in accordance with International Financial Reporting Standards; and

ii.

on the basis of the Criteria stated in Section C of the Unaudited Pro Forma Consolidated
Balance Sheet as at the Listing Date; and

each material adjustment made to the information used in the preparation of the Unaudited
Pro Forma Consolidated Balance Sheet as at the Listing Date is appropriate for the purpose
of preparing such Unaudited Pro Forma Consolidated Balance Sheet.

Yours faithfully,

Deloitte & Touche LLP
Public Accountants and
Chartered Accountants
Singapore
Cheng Ai Phing
Partner
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APPENDIX C

UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET
AS AT THE LISTING DATE
(A) Introduction
The Unaudited Pro Forma Consolidated Balance Sheet has been prepared for inclusion in the
prospectus (the “Prospectus”) to be issued in connection with the proposed listing of 419,337,000
units in IREIT Global (“IREIT”) on the Official List of the Singapore Exchange Securities Trading
Limited (“SGX-ST”).
IREIT is constituted pursuant to a trust deed dated 1 November 2013 between IREIT Global
Management Pte. Ltd. and DBS Trustee Limited (the “Trustee”), as amended by a supplemental
deed of appointment and retirement of manager between IREIT Global Management Pte. Ltd. (as
retiring manager), IREIT Global Group Pte. Ltd. (as new manager) (the “Manager”) and the
Trustee dated 14 July 2014 and amended and restated by an amending and restating deed
between the Manager and the Trustee dated 14 July 2014, principally to invest, directly or
indirectly, in a portfolio of income-producing real estate in Europe which is used primarily for office
purposes, as well as real estate-related assets. With an IPO Portfolio of four properties in
Germany, IREIT is expected to have an initial primary focus on Germany and the United Kingdom.
Upon the constitution of IREIT and subsequently on 1 August 2014, one unit and 999 units
respectively was issued to Mr Itzhak Sella at an issue price of S$1.00 per unit.
Sella Holdings Pte. Ltd. is the sponsor of IREIT (the “Sponsor”). In addition, IREIT will appoint
LEOFF Asset Management GmbH as the Property Manager. The Manager is making an offering
of 167,733,000 units (the “Offering”) in IREIT at an offering price of S$0.88 per unit (the “Offering
Price”). The Offering consists of a Public Offer and Placement Tranche.
Separate from the Offering, the Manager has entered into a separate subscription agreement with
each of Wealthy Fountain Holdings Inc and Mr Tong Jinquan (the “Summit Investors”) pursuant to
which the Summit Investors will subscribe for an aggregate of 251,603,000 units at the Offering
Price (“Summit Units”). The units under the Offering, together with the Summit Units will be listed
on the Main Board of SGX-ST.
The initial portfolio of IREIT will comprise four office properties located across Germany, namely,
Bonn Campus, Darmstadt Campus, Münster Campus (comprising Münster North and Münster
South) and Concor Park (each a “Property” and collectively, the “Properties” or the “IPO
Portfolio”). At the date that IREIT is admitted to the SGX-ST (the “Listing Date”), IREIT proposes
to acquire the Properties with secured and marketable titles.
Details on the Manager’s management fees, property manager’s fees and trustee fees are set out
in Section F.
(B) Pro Forma Historical Financial Information
The Manager is unable to prepare pro forma statements of total return, cash flow statements and
balance sheets to show the pro forma historical financial performance and financial positions of
IREIT due to the following factors:
•

While the Vendors have given the Manager certain representations and warranties in respect
of the accounting records as part of the due diligence process for the acquisition of the
Properties, such representations and warranties are insufficient for the Manager to rely on to
prepare the Historical Pro Forma Financial Information for purposes of presentation in the
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Prospectus. Given that the Vendors are independent third parties selling their properties,
rather than sponsor-related entities which are injecting assets into a REIT, they are not
willing to provide the Manager with written representations on, inter alia, their responsibility
for the preparation of the historical financial statements upon which the Historical Pro Forma
Financial Information will be based. Furthermore, the Vendors are also under no obligation
to verify and back-up any Historical Pro Forma Financial Information that is prepared in
connection with the IPO. Accordingly, the Manager is unable to prepare such Historical Pro
Forma Financial Information.
•

As the Properties will be acquired on, or just prior to, the Listing Date, the historical
information for the Properties would in any event not be relevant, as these properties were
held by unrelated parties under different structures from those which would be put in place
after acquisition. The Historical Pro Forma Financial Information would be based on the use
and operations of the Properties as executed by the Vendors in their current state and would
not provide a meaningful basis of what the pro forma financial situation might have been
under the proposed IREIT structure.

•

IREIT will be acquiring the Properties directly to be held in accordance with its holding
structure, and the Manager understands that the Vendors are currently holding these assets
through a different holding structure. As such, the ownership structure of the Properties and
capital structure of their holding entities would have changed substantially with the sale of
the Properties by the Vendors to IREIT. The capital expenditure and operating and financing
expenses to be incurred by IREIT may differ substantially from those incurred by the Vendors
historically and the profit and loss accounts and cash flow statements prepared based on
historical financial information may not be reflective of what the pro forma historical total
returns and cash flows of IREIT might have been.

Accordingly, any pro forma historical financial information, including the pro forma statements of
total return and cash flow statements, if prepared based on the historical financial statements of
the respective properties, may not reflect what the pro forma historical total returns and cash flows
of IREIT might have been.
For the reasons stated above, the SGX-ST has granted IREIT a waiver from the requirement to
prepare pro forma historical statements of total return, cash flow statements and balance sheets,
subject to the inclusion of the following in the Prospectus:
•

an Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date;

•

a profit forecast for the six month financial period from 1 July 2014 to 31 December 2014 (the
“Profit Forecast”) and profit projections for the financial years ending 31 December 2015 and
31 December 2016 (the “Profit Projections”); and

•

disclosure in the Prospectus of the reasons for not providing three years of Historical Pro
Forma Financial Information.

(C) Basis of Preparation of Unaudited Pro Forma Consolidated Balance Sheet as at the
Listing Date
The Unaudited Pro Forma Consolidated Balance Sheet of IREIT as at the Listing Date (the
“Unaudited Pro Forma Consolidated Balance Sheet”) is set out in this report. The Unaudited Pro
Forma Consolidated Balance Sheet is prepared for illustrative purposes only and is based on
certain assumptions after making certain adjustments.
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The Unaudited Pro Forma Consolidated Balance Sheet is prepared based on the unaudited
balance sheet of IREIT as at the date immediately prior to the Offering and the acquisition of the
Properties, and incorporating such adjustments which are necessary to reflect the financial
position of IREIT as if it had completed the Offering, drawn down the bank facilities and acquired
all the Properties with secured and marketable titles on the Listing Date, under the same terms set
out in the Prospectus.
The Unaudited Pro Forma Consolidated Balance Sheet has been prepared on the basis of the
accounting policies set out in Section E and is to be read in conjunction with Section F.
The objective of the Unaudited Pro Forma Consolidated Balance Sheet is to show what the
financial position of IREIT might have been at the Listing Date, on the basis as described above.
However, the Unaudited Pro Forma Consolidated Balance Sheet is not necessarily indicative of
the financial position that would have been attained by IREIT on the actual Listing Date. The
Unaudited Pro Forma Consolidated Balance Sheet, because of its nature, may not give a true
picture of IREIT’s financial position. The Unaudited Pro Forma Consolidated Balance Sheet has
been prepared after incorporating the following key adjustments:
•

The issue price of each unit under the Offering is S$0.88 (the “Offering Price”) which
represents an undivided interest in IREIT;

•

Adjustments to reflect IREIT’s issuance of the aggregate of 167,733,000 units under the
Offering and 251,603,000 units to the Summit Investors at S$0.88 per unit for cash
amounting to approximately C219.2 million (S$369.0 million*), and draw-down of bank
facility of C96.6 million (S$162.6 million*), to fund the acquisition of the Properties and
related costs, all on the Listing Date;

•

Adjustments to reflect debt upfront fee relating to the bank facility of C1.6 million (S$2.7
million*) which is assumed to be accepted by IREIT by the Listing Date;

•

Adjustments to reflect issue costs relating to the Offering, and subscription of units by the
Summit Investors, estimated at C12.3 million (S$20.7 million*);

•

IREIT will acquire the Properties at an aggregate purchase consideration of C283.1 million
(S$476.6 million*);

•

Adjustments to the carrying value of the Properties to reflect their respective valuations as
at the Listing Date, based on the valuation reports issued by the independent valuers
appointed by the Manager, as set out in Appendix E; and

•

Adjustment to reflect the one month rental received in advance by the Vendors from the
tenants to be paid over to IREIT together with the corresponding liability.

* Exchange rate used is C1 = S$1.6836 as at 17 July 2014.
In addition, the following assumptions were made:
•

There are no significant movements in the assets and liabilities of IREIT during the period
from the date of constitution of IREIT to the Listing Date, other than those arising from the
pro forma adjustments and assumptions as described above.

C-3

(D) Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date
The Unaudited Pro Forma Consolidated Balance Sheet as at the Listing Date has been prepared
for inclusion in the Prospectus and is presented below. The assumptions used to prepare the
Unaudited Pro Forma Consolidated Balance Sheet are consistent with those described in Section
C – Basis of Preparation of Unaudited Pro Forma Consolidated Balance Sheet as at the Listing
Date.

Note

Unaudited
Balance
Sheet of
IREIT
C’000

Pro forma
adjustments
(see notes
below)
C’000

Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Current assets
Cash and cash equivalents
Other receivables

1* (1)

3
4

1,171

1,172
(2)

3,072

–

3,072

–

4,243

–

284,100 (3)

284,100

–

2,452

(4)

2,452

–

286,552

286,552

–

290,795

290,796

4,244

Non-current assets
Investment properties
Deferred tax assets

5
6

Total assets
Current liabilities
Other payables

7

–

2,397 (5)

2,397

–

2,397

2,397

–

95,019 (6)

95,019

–

97,416

97,416

193,379

193,380

Non-current liabilities
Borrowings

8

Total liabilities
Net assets attributable to
holders of Units

1*(1)

9

Number of Units in issue (’000)

1

419,337

Net asset value per Unit:
C/Unit

0.46

S$ equivalent/Unit

0.78

Notes:
(1)

Denotes an amount of C594 representing the paid up amount of 1,000 Units in IREIT.

(2)

Represents receivables from the Vendors of the Properties for rental received in advance that will be assumed by
IREIT at the Listing Date, prepayments, and GST and VAT claimable on the Offering’s transaction costs.

(3)

Comprises investment properties, initially recorded at the acquisition value and, adjusted to the appraisal values
based on the valuation reports issued by the independent valuers appointed by the Manager.
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(4)

The amount represents temporary differences arising from the Properties’ incidental costs which are deductible for
tax purposes over the period of the useful life of the Properties under the applicable German tax laws.

(5)

Comprises rental received in advance from the tenants of the Properties and the provision for land tax relating to
Properties of IREIT.

(6)

Comprises total principal amount of bank facility borrowings of C96.6 million, after deducting unamortised
capitalised upfront debt fee amounting to C1.6 million.

The accompanying notes in Sections E and F form an integral part of this Unaudited Pro Forma
Consolidated Balance Sheet.
(E)

Notes to the Unaudited Pro Forma Consolidated Balance Sheet

1.

Significant accounting policies

The significant accounting policies of IREIT, which have been applied in preparing the Unaudited
Pro Forma Consolidated Balance Sheet set out in this report, are as follows:
BASIS OF ACCOUNTING – The Unaudited Pro Forma Consolidated Balance Sheet set out in this
report is expressed in Euro (“C”) and rounded to the nearest thousand, unless otherwise stated.
The Unaudited Pro Forma Consolidated Balance Sheet set out in this report complies with the
principles relating to the recognition and measurement in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board, and the applicable
requirements of the Code on Collective Investment Schemes (“CIS Code”) issued by the Monetary
Authority of Singapore (“MAS”) and the provisions of the IREIT Trust Deed. The Unaudited Pro
Forma Consolidated Balance Sheet has been prepared for illustrative purposes only and based on
certain assumptions after making the necessary adjustments to reflect the financial position of
IREIT as if it had completed the Offering, drawn down the bank facilities and acquired all the
Properties with secured and marketable titles on Listing Date, under the same terms set out in the
Prospectus.
The Unaudited Pro Forma Consolidated Balance Sheet has been prepared on historical cost
basis, except for investment properties and certain financial instruments, which are measured at
fair values.
Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, IREIT takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/or disclosure purposes in
this Unaudited Pro Forma Consolidated Balance Sheet is determined on such a basis, except for
share-based payment transactions that are within the scope of IFRS 2, leasing transactions that
are within the scope of IAS 17, and the measurements that have same similarities to fair value but
are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.
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In addition, for financial reporting purposes, fair value measurements are categorised into Level
1, 2, or 3 based on the degree to which the inputs to the fair value measurements are observable
and the significance of the inputs to the fair value measurement in its entirety, which are described
as follows:
•

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

•

Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

•

Level 3 inputs are unobservable inputs for the asset or liability.

FINANCIAL INSTRUMENTS – Financial assets and financial liabilities are recognised when IREIT
becomes a party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs,
including front-end fees and commitment fees, that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or 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 or financial liabilities at fair value through profit
or loss are recognised immediately in profit or loss.
Financial assets
Financial assets categorised as loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active market. At each reporting date
subsequent to initial recognition, loans and receivables which include trade and other receivables
and bank balances and cash are carried at amortised cost using the effective interest method, less
any identified impairment losses.
The effective interest method is a method of calculating the amortised cost of a financial asset and
of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial asset,
or, where appropriate, a shorter period, to the net carrying amount on initial recognition. Interest
income is recognised on an effective interest basis.
Derecognition of financial assets
Financial assets are derecognised when the rights to receive cash flows from the assets expire
or, the financial assets are transferred and IREIT has transferred substantially all the risks and
rewards of ownership of the financial assets to another entity. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.
Financial liabilities and equity instruments
Financial liabilities and equity instruments issued are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity
instrument.
An equity instrument is any contract that evidences a residual interest in the assets of IREIT after
deducting all of its liabilities.
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Financial liabilities (including trade and other payables, distributions payable and borrowings) are
subsequently measured at amortised cost, using the effective interest method.
The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.
Interest expense is recognised on an effective interest basis.
Derecognition of financial liabilities
Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in profit or loss.
Derivative financial instruments
Derivatives are initially recognised at fair value at the date a derivative contract is entered into and
are subsequently remeasured to their fair value at the end of the reporting period. The resulting
gain or loss is recognised in profit or loss immediately.
INVESTMENT PROPERTIES – An investment property is one held to earn rentals and/or for
capital appreciation, including property under construction for such purposes. An investment
property is measured initially at its cost, including transaction costs. Subsequent to initial
recognition, the investment property is measured at fair value with changes in the fair value taken
to profit or loss.
Valuations are determined in accordance with the IREIT Trust Deed, which requires the
investment properties to be valued by independent registered valuers at least once a year, in
accordance with the CIS Code issued by the MAS.
SHARE-BASED PAYMENTS – IREIT issues units-settled share-based payments to the Manager
if the Manager elects to be paid in units for services received by IREIT.
Units-settled share-based payments of IREIT are measured at fair value of the units to be granted.
The fair value determined at the grant date of the units-settled share-based payments is expensed
based on IREIT’s estimate of the number of units that will be granted with a corresponding
adjustment to units in issue when the services are rendered by the Manager.
NET ASSETS ATTRIBUTABLE TO HOLDERS OF UNITS – Represent the holders’ residual
interest in IREIT’s net assets upon termination.
ISSUE COSTS – Unit issue costs are transactions costs relating to issue of units in IREIT which
are accounted for as a deduction from the proceeds raised to the extent they are incremental costs
directly attributable to the transactions that otherwise would have been avoided. Other transaction
costs are recognised as an expense in profit or loss.
REVENUE – Revenue is measured at the fair value of the consideration received or receivable
and represents amounts receivable for goods sold and services provided in the course of the
ordinary activities, net of discounts.
Rental income
Rental income under operating leases, except for contingent rentals, is recognised in the profit or
loss on a straight-line basis over the term of the relevant lease.
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Contingent rentals, which include gross turnover rental, are recognised as income in the
accounting period on a receipt basis. No contingent rentals are recognised if there are
uncertainties due to the possible return of amounts received.
Interest income
Interest income from a financial asset is accrued on a time basis, by reference to the principal
outstanding and at effective interest rate, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying
amount on initial recognition.
Dividend income
Dividend income from subsidiaries is recognised when IREIT’s right to receive payment has been
established (provided that it is probable that economic benefits will flow to IREIT and the amount
of revenue can be measured reliably.
EXPENSES
Property expenses
Property expenses are recognised on an accrual basis. Included in property expenses are fees
incurred under the Property Management Agreements which are based on the applicable formulas
stipulated in Section F.
Management fees
Management fees are recognised on an accrual basis based on the applicable formula stipulated
in Section F.
Trust expenses
Trust expenses are recognised on an accrual basis. Included in trust expenses is IREIT Trustee’s
fee which is based on the applicable formula stipulated in Section F.
BORROWING COSTS – Debt upfront fees incurred by IREIT are amortised to profit or loss over
the contractual term of the borrowings under the effective interest rate method. These fees are
treated as transaction costs of IREIT’s borrowings and included in determining the effective
interest rate on initial recognition of the borrowings in the Pro Forma Consolidated Balance Sheet
at the Listing Date.
FUNCTIONAL CURRENCY TRANSACTIONS AND TRANSLATION – The individual financial
statements of each entity in the group are measured and presented in the currency of the primary
economic environment in which the entity operates (its functional currency). The Unaudited Pro
Forma Consolidated Balance Sheet is presented in Euro, which is the functional currency and the
presentation currency for IREIT.
In preparing the financial statements of the individual entities, transactions in currencies other
than the entity’s functional currency are recorded at the rate of exchange prevailing on the date
of the transaction. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at the end of the reporting period. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.
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Exchange differences arising on the settlement of monetary items, and on retranslation of
monetary items are included in profit or loss for the period. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in respect of which gains
and losses are recognised in other comprehensive income. For such non-monetary items, any
exchange component of that gain or loss is also recognised in other comprehensive income.
TAXATION – Income tax expense represents the sum of the tax currently payable and deferred
tax.
The tax currently payable is based on taxable profit for the year. Taxable profit differs from “profit
before taxation” as reported in the statement of comprehensive income because it excludes items
of income and expense that are taxable or deductible in other years and it further excludes items
that are never taxable or deductible. IREIT’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted in countries in which IREIT and its subsidiaries
operate by the end of the reporting period.
Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the balance sheet and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all temporary difference to the extent that it is
probable that taxable profits will be available against which deductible temporary differences can
be utilised. Such deferred assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset realised based on the tax rates (and tax laws) that have been enacted or
substantively enacted in the countries in which IREIT and its subsidiaries operate by the end of
the reporting period.
The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which IREIT expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.
For the purposes of measuring deferred tax liabilities or deferred tax assets for investment
properties that are measured using the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the presumption is rebutted. The
presumption is rebutted when the investment property is depreciable and is held within a business
model whose objective is to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale.
Current and deferred tax are recognised in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognised in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the
tax effect is included in the accounting for the business combination.
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and IREIT intends to settle its current tax assets and liabilities on a net
basis.
The Inland Revenue Authority of Singapore (“IRAS”) has issued a provisional tax ruling to IREIT
pursuant to which the Singapore holding companies, wholly owned by IREIT, have been granted
in-principle tax exemption under Section 13(12) of the Singapore Income Tax Act (“SITA”) on the
dividend income from IREIT’s wholly-owned Dutch subsidiary companies (Dutch Subsidiaries).
The tax exemption has been granted by the IRAS based on certain representations made by IREIT
and subject to certain conditions being satisfied.
The IRAS has also issued a provisional tax ruling to IREIT pursuant to which the Singapore
financing companies, wholly owned by IREIT, have been granted tax exemption under Section
13(12) of the SITA on the interest income from the Dutch Subsidiaries which are wholly owned by
the Singapore holding companies. The tax exemption has been granted by the IRAS based on
certain representations made by the Manager and subject to certain conditions being satisfied.
SEGMENT REPORTING – Operating segments are identified on the basis of internal reports
about components of the IREIT that are regularly reviewed by the chief operating decision maker,
which is the management of the Manager, in order to allocate resources to segments and to
assess their performance.
IREIT owns four properties as at the Listing Date which are all located in Germany. Revenue and
net property income of the 4 properties (which constitute an operating segment on an aggregated
basis) are the measures reported to the Manager for the purposes of resource allocation and
performance assessment. The Manager considers that the four properties held by IREIT have
similar economic characteristics and have similar nature in providing leasing services to similar
type of tenants for rental income. In addition, the cost structure and the economic environment in
which each of the four properties operate are similar. Therefore, the Manager concluded that the
four properties should be aggregated into a single reportable segment and no further analysis for
segment information is presented by property.
2.

Critical accounting judgements and key sources of estimation uncertainty

In the application of IREIT’s accounting policies, which are described in Note 1, the Manager is
required to make estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results
may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.
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In the process of applying IREIT’s accounting policies, the Manager is of the opinion that there are
no instances of application of judgments or the use of estimation techniques which may have a
significant effect on the amounts recognised in the financial statements other than as follows:
Valuation of investment properties
As described in Notes 1 and 5, investment properties are stated at fair value based on the
valuation performed by independent professional valuers. In determining the fair values of the
Properties, the valuers have used and considered various valuation techniques including the
capitalisation method, discounted cash flows method and depreciation replacement cost method,
which involve the making of certain assumptions and estimates. The Manager has exercised its
judgement and is satisfied that the valuation methods, assumptions and estimates are reflective
of the prevailing conditions in Germany, where the Properties are located.
3.

Cash and cash equivalents

The effective interest rate relating to cash and cash equivalents at the Listing Date is 0.15% per
annum.
4.

Other receivables
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Receivables from tenants

100

Receivables from vendors

1,811

Prepayments

146

GST and VAT recoverable

1,015

Total

3,072

Receivables from the vendors represent amount recoverable from the vendors of the Properties
for rental received in advance from tenants at the Listing Date.
5.

Investment properties
Unaudited Pro
Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Investment properties

284,100
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Description of
property

Type

Leasehold
term

Bonn Campus

Office

Freehold

Friedrich-Ebert-Allee,
71, 73, 75, 77, Bonn,
Germany

100,000

52

Darmstadt Campus

Office

Freehold

Heinrich-Hertz-Straße
3, 5, 7, Darmstadt,
Germany Mina-ReesStraße 4, Darmstadt,
Germany

74,100

38

Münster Campus

Office

Freehold

Gartenstraße 215,
217, Münster,
Germany

50,900

26

Concor Park

Office

Freehold

Bahnhofstraße 12 and
Dywidagstraße 1,
Bahnhofstraße 16, 18,
20, München
(borough of Dornach),
Germany

59,100

31

284,100

147

Location

Investment properties

Appraised
value(1)
C’000

% of total
net assets
as at Listing
Date

(1)

Valuations for Bonn Campus, Darmstadt Campus and Münster Campus have been undertaken by Colliers
International, and the valuation for Concor Park has been undertaken by Cushman & Wakefield.

(2)

The fair value of the Properties fall under level 3 of the fair value hierarchy.

Details of valuation techniques and significant unobservable inputs used in the fair value
measurement are as follows:

Valuation
methodology

Significant
unobservable
inputs (level 3)

Range

Relationship of
unobservable inputs
to fair value

Income capitalisation
method

Capitalisation rate

5.54% to
7.49%

The estimated fair
value would increase if
the capitalisation rate
were lower

Discounted cash flow
method

Discount rate

6.50% to
8.25%

Terminal capitalisation
rate

6.25% to
7.75%

The estimated fair
value would increase if
the discount rate and
terminal capitalisation
rate were lower

Depreciated
replacement costs
method

Price per square meter
– Building

1,250 C/m 2

– Parking deck

375 C/m 2

The estimated fair
value would increase if
the price per square
meter were higher

The investment properties are mortgaged to a bank to secure the bank borrowings (see Note 8).
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6.

Deferred tax assets

Deferred tax assets recognised represent temporary differences arising from the Properties’
incidental costs which are deductible for tax purposes over the period of the useful life of the
Properties under the applicable German tax laws.
7.

Other payables
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Rental received in advance from tenants

1,811

Property recoverable fees payable to the vendor
Provision for land tax

487

Total

8.

99

2,397

Borrowings
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Secured loans

96,594

Less: Unamortised transaction costs

1,575

Total

95,019

IREIT will, on or prior to the Listing Date, have in place a bank facility agreement with a bank in
Germany for a 5-year secured term loan facility (the “Facility”). The Facility will be drawn down on
the Listing Date in an amount of C96.6 million as part payment of the acquisition value of the
Properties.
The Facility bears fixed interest rates throughout the tenure of the Facility and the average
effective interest rate of the Facility including the amortisation of the upfront fee is approximately
2.1% per annum until the maturity date of the Facility.
The loan amount drawn down under the bank facility is repayable on a bullet basis in 2019 and
is secured on the Properties, the assignment of rental proceeds and a fixed charge over the rent
and deposit accounts.
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9.

Net assets attributable to holders of Units
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000

Issue of 419,336,000 units arising from the Offering of 167,733,000 units
the Summit Investors of 251,603,000 units, and 1,000 units in issue prior
to the Offering (1)(2)
Issue costs charged to capital
Net loss

219,184
(7,539)

(3)

(18,265)

Total

193,380

(1)

Except for the 1,000 units in issue of S$1.00 per unit prior to the Offering, all the units were issued at S$0.88 per
unit. The number of units issued is derived based on the Offering Price of S$0.88 at the assumed exchange rate of
C1 = S$1.6836.

(2)

In accordance with the Trust Deed, IREIT’s distribution policy provides the unitholders with a right to receive
distribution which IREIT has a contractual obligation to distribute to unitholders. Accordingly, the units issued are
compound instruments in accordance with IAS 32. The Manager considers the equity component of the issued units
to be insignificant and that the net assets attributable to unitholders presented on the Unaudited Pro Forma
Consolidated Balance Sheet at the Listing Date mainly represent financial liabilities.

(3)

Arose mainly from revaluation of the Properties to their valuation amounts net of related tax effect, and the Offering
costs expensed of at the Listing Date.

The rights and interests of the unitholders include the rights to:
•

Receive income and other distributions made by the Manager;

•

Participate in the termination value of IREIT or (as the case may be) by receiving a share of
all net cash proceeds from the realisation of the assets of IREIT less any liabilities, in
accordance with their proportionate interests in IREIT.

The restrictions of the unitholders include the following:
•

No holder has the right to require that any asset of IREIT to be transferred to him;

•

A holder cannot give any directions to the Manager or Trustee to do or omit from doing
anything which may result in:
i.

IREIT ceasing to comply with applicable laws and regulations in the countries in which
it or its subsidiaries operate; or

ii.

the exercise of any discretion expressly given to the Manager or the Trustee by the
Trust Deed or the determination of any matter which, under the Trust Deed, requires the
agreement of either or both of the Manager or the Trustee

10. Capital risk management policies and objectives
IREIT manages its capital to ensure that IREIT and its subsidiaries (the “IREIT Group”) will be able
to continue as a going concern while maximising the return to Unitholders through the optimisation
of debt and net assets attributable to Unitholders, and to ensure that all other externally imposed
capital requirements are complied with.
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IREIT is subject to the aggregate leverage limit as defined in the Property Fund Guidelines of the
Code on Collective Investment Schemes (the “CIS Code”) issued by the Monetary Authority of
Singapore (“MAS”). The CIS Code stipulates that the total borrowings and deferred payments
(together, the “Aggregate Leverage”) of a property fund should not exceed 35.0% of the aggregate
value of the fund’s gross assets (the “Deposited Property”). The Aggregate Leverage of a property
fund may exceed 35.0% of the fund’s Deposited Property (up to a maximum of 60.0%) only if a
credit rating is obtained and disclosed to the public.
11.

Financial risk management

(a)

Categories of financial instruments

The table below provides an analysis of the carrying amounts of financial assets and liabilities
held by IREIT by category:
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000
Financial assets
Loans and receivables
Cash and cash equivalents

1,172

Other receivables

1,911

Total

3,083

Financial liabilities
Amortised cost
Other payables

2,397

Borrowings

95,019

Total

97,416

(b)

Financial risk management objectives and policies

Exposure to credit risk, risks on costs of financing and liquidity risk arise in the normal course of
IREIT’s business. IREIT has policies and guidelines, which set out its overall business strategies
and its general risk management philosophy.
Credit risk
Credit risk is the potential financial loss resulting from the failure of a tenant or counterparty to
settle its financial and contractual obligations to the property companies, as and when they fall
due. IREIT has adopted a policy of obtaining either banker guarantees or cash deposits from
tenants to mitigate the risk of financial loss from default. Credit evaluations are performed by the
Property Manager on behalf of the Manager.
The credit risk on liquid funds is limited as cash and cash equivalents are placed with reputable
financial institutions which are regulated.
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The maximum exposure to credit risk of IREIT is represented by the carrying value of each
financial asset on its balance sheet. At the Listing Date, there is no significant concentration of
credit risk.
Interest rate risk
IREIT’s exposure to changes in interest rates relates primarily to interest-bearing financial
liabilities. IREIT”s policy is to maintain its borrowings in fixed rate instruments and the terms of
repayment of IREIT’s borrowing and its interest rate are shown in Note 8. IREIT does not currently
hold or issue derivative instruments to hedge its interest rate instruments.
Liquidity risk
The REIT Manager monitors and maintains a level of cash and cash equivalents deemed
adequate by management to finance IREIT’s operations. In addition, the Manager monitors and
observes the CIS Code issued by the MAS concerning limits on total borrowings.
12. Fair value of financial assets and liabilities
The carrying amounts of cash and cash equivalents, other receivables and other payables
approximate their respective fair values due to the relatively short-term maturity of these financial
instruments. The long-term borrowings are fixed rate loans and their carrying amounts
approximate their fair values given the low interest rate environment.
13. Commitments
IREIT leases out its Properties under operating leases ranging from 5 to 9 years. Non-cancellable
operating lease rentals are receivable as follows:
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000
Receivable:
– Within 1 year

19,831

– After 1 year but within 5 years

73,762

– After 5 years

51,271

Total

144,864

The above operating lease rental receivable comprises amounts receivable under the tenancy
agreements entered into between the Vendors of the Properties with the tenants.
14. Significant related party transactions
For the purposes of the Unaudited Pro Forma Consolidated Balance Sheet, parties are considered
to be related to IREIT if the Manager has the ability, directly or indirectly, to control the party or
exercise significant influence over the party in making financial and operating decisions, or vice
versa, or where the REIT Manager and the party are subject to common control or common
significant influence. Related parties may be individuals or other entities.
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The following significant transaction between IREIT and a related party took place at terms agreed
between the parties at the Listing Date:
Unaudited
Pro Forma
Consolidated
Balance Sheet as
at Listing Date
C’000
Acquisition fees paid/payable to the Manager

2,831

15. Operating segments
As set out in Note 1, IREIT operates in one operating segment and in Germany. Accordingly, no
operating segment and geographical segment information has been prepared.
(F)

Manager’s Management Fees, Trustee’s Fee and Property Manager’s Fees

(a)

Manager’s Fees

The Manager is entitled to receive the following remuneration for the provision of asset
management services:
Base fee
Pursuant to the Trust Deed, the Manager is entitled to a Base Fee of 10.0% per annum of IREIT’s
Annual Distributable Income (calculated before accounting for the Performance Fee but after
accounting for the Base Fee in each financial year) and a Performance Fee of 25.0% of the
difference in DPU in a financial year with the DPU in the preceding financial year (calculated
before accounting for the Performance Fee but after accounting for the Base Fee in each financial
year) multiplied by the weighted average number of Units in issue for such financial year.
The Manager has elected to receive 100.0% of its Base Fee in the form of Units for the period from
the Listing Date to the end of Projection Year 2016.
The portion of the Base Fee payable in the form of Units shall be payable quarterly in arrears and
the portion of the Base Fee payable in cash shall be payable quarterly in arrears. Where the Base
Fee is payable in Units, the Manager has assumed that such Units are issued at the Offering
Price.
Performance fee
The Performance Fee is payable if the DPU in any financial year exceeds the DPU in the
preceding financial year, notwithstanding that the DPU in such financial year may be less than the
DPU in any preceding financial year.
No Performance Fee is payable for Forecast Period 2014. For Projection Year 2015 and Projection
Year 2016, the calculation of the Performance Fee is determined using the difference between the
projected DPU in Projection Year 2015 and the annualised forecasted DPU in Forecast Period
2014 and in respect of Projection Year 2016, the projected DPU in Projection Year 2016 and
projected DPU in Projection Year 2015.
The Manager has agreed to receive 100.0% of its Performance Fee in the form of Units for the
period from the Listing Date to the end of Projection Year 2016.
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Acquisition fee
Under the Trust Deed, the Manager will receive an acquisition fee (the “Acquisition fee”) not
exceeding a maximum of 1.0% of the acquisition price for any real estate purchased directly or
indirectly by IREIT (pro-rated if applicable to the proportion of IREIT’s interest in the real estate
acquired) in the form of cash and/or units.
Divestment fee
Under the Trust Deed, the Manager will receive a divestment fee not exceeding a maximum of
0.5% of the sale price of any real estate directly or indirectly sold or divested by IREIT (pro-rated
if applicable to proportion of IREIT’s interest in the real estate sold) in the form of cash and/or
units.
(b)

Trustee’s Fee

The Trustee’s fees shall not exceed 0.1% per annum of the value of the Deposited Property,
subject to a minimum of S$10,000 per month, excluding out-of-pocket expenses and GST in
accordance with the Trust Deed. The Trustee will also be paid a one-time inception fee as may be
agreed between the Trustee and the Manager, subject to a maximum of S$60,000.
(c)

Property Manager’s Fees

Property management fee
The Property Manager is entitled to the following property management fees on each of the
properties of IREIT under its management:
•

0.6% per annum of the Gross Revenue excluding service charge (as defined in the
Prospectus) of Bonn Campus, subject to a minimum of C3,168.87 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Darmstadt Campus,
subject to a minimum of C2,739.57 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Münster North, subject
to a minimum of C1,006.04 per month;

•

0.6% per annum of the Gross Revenue excluding service charge of Münster South, subject
to a minimum of C886.67 per month; and

•

2.1% per annum of the Gross Revenue excluding service charge of Concor Park, subject to
a minimum of C7,431.62 per month.

Leasing and marketing services fee
For leasing and marketing services, the Property Manager is entitled to the following marketing
services commissions:
•

0.5 month of Gross Revenue excluding service charge if a third party broker is involved; or

•

1.5 months of Gross Revenue excluding service charge if there is no third party broker
involved.
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APPENDIX D

INDEPENDENT TAXATION REPORT
The Board of Directors
IREIT Global Group Pte. Ltd
(as the manager of IREIT Global)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(as the trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre Tower 3
Singapore 018982
4 August 2014
INDEPENDENT TAXATION REPORT
Dear Sirs,
This letter has been prepared at the request of IREIT Global Group Pte. Ltd (“IREIT Global
Group” or the “Manager”) for inclusion in the prospectus (the “Prospectus”) to be issued in
respect of the initial public offering of units (the “Units”) in IREIT Global (“IREIT”) on the
Singapore Exchange Securities Trading Limited (the “SGX-ST”). This letter is thus prepared on
the basis of the background information and the transaction structure as communicated by the
Manager.
The purpose of this letter is to provide prospective subscribers of the Units in IREIT (collectively
referred to as the “Unitholders”) with an overview of the Singapore tax consequences of the
subscription for, ownership and disposal of the Units. This letter does not provide an overview of
the tax consequences in the hands of any subsequent purchaser or acquirer of the Units from any
person. This letter principally addresses subscribers who hold the Units as investment assets and
does not address subscribers who subscribe for the units for dealing or trading purposes.
The taxation of Unitholders, and any subsequent purchaser or acquirer of the Units from any
person, in any country outside Singapore, is expressly excluded from the scope of this report.
This letter also provides an overview of the Singapore tax law applicable to Singapore entities,
and German and Dutch tax law applicable to Dutch entities as indicated in the transaction
structure as communicated by the Manager.
In the absence of investments/operations of IREIT in any other country other than Singapore,
Germany and the Netherlands as communicated by the Manager, this letter restricts the
information/overview of tax legislation only to Singapore, Germany and the Netherlands as stated
above.
The tax information included in this letter is based on the prevailing tax laws, regulations,
interpretations and practices now in effect and available in Singapore, Germany and the
Netherlands as at the date of this letter, some of which may be contradictory and all of which are
subject to changes (including different interpretations by revenue authorities and/or Courts),
retroactively and/or prospectively. Deloitte is not responsible to carry out any review or update of
this letter for any changes or modifications to the law and regulations, or to the judicial and
administrative interpretations thereof, subsequent to the date of this letter.
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As indicated above, it should be noted that judicial and Revenue interpretations of tax legislation
and Revenue practice related thereto are not necessarily always consistent and that such judicial
and/or Revenue interpretations of the tax legislation as at the date of this letter may subsequently
change so as to have retroactive effect and render inapplicable the information/opinion expressed
in this letter. The recipient of this information/opinion acknowledges and accepts that this report
includes information/positions, which may be contrary to particular judicial and/or Revenue
interpretations.
This letter is not tax advice and does not attempt to describe comprehensively all the tax
considerations that may be relevant to a decision to subscribe for, own or dispose the Units.
Prospective subscribers of the Units should consult their own tax advisers to take into account the
tax law applicable to their particular situations. Prospective subscribers who are not Singapore tax
residents are advised to consult their own tax advisers to take into account the tax laws of their
country of tax residence and the existence of any tax treaty which their country of tax residence
may have with Singapore.
Words and expressions defined in the Prospectus have the same meaning in this letter. In
addition, unless the context requires otherwise, words in the singular include the plural and vice
versa and references to one gender include references to the other.
It may be noted that this letter is prepared on the basis of the background information and the
transaction structure as communicated by the Manager.
BACKGROUND
IREIT was constituted as a private trust by the Trust Deed on 1 November 2013. IREIT is
principally regulated by the SFA and the CIS Code (including the Property Funds Appendix). IREIT
is a collective investment scheme authorised by the MAS.
The terms and conditions of the Trust Deed shall be binding on each Unitholder (and persons
claiming through such Unitholder) as if such Unitholder had been a party to the Trust Deed and
as if the Trust Deed contains covenants by such Unitholder to observe and be bound by the
provisions of the Trust Deed and an authorisation by each Unitholder to do all such acts and things
as the Trust Deed may require the Manager and/or the Trustee to do.
IREIT is established principally to invest, directly or indirectly, in a portfolio of income-producing
real estate in Europe which is used primarily for office purposes, as well as real estate-related
assets. With an IPO Portfolio of four properties in Germany, IREIT is expected to have an initial
primary focus on Germany and the United Kingdom.
The manager of IREIT will be IREIT Global Group.
The initial portfolio of IREIT is expected to comprise four office properties located across
Germany, namely:
(i)

Bonn Campus, which is wholly-leased to a wholly-owned subsidiary of Deutsche Telekom
and comprises four linked office buildings of two, four or six storeys;

(ii)

Darmstadt Campus, which is wholly-leased to a wholly-owned subsidiary of Deutsche
Telekom and comprises six connected office buildings with seven and five storey sections,
and a multi-storey car park;

(iii) Münster Campus, which is wholly-leased to a wholly-owned subsidiary of Deutsche Telekom
and comprises two six-storey office buildings and a six-storey external car park structure;
and
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(iv) Concor Park, which is a multi-tenanted property comprising three linked five-storey office
buildings located adjacent to urban and inter-urban rail stations serving Munich and the
surrounding area,
(each a “Property” and collectively, the “Properties” or the “IPO Portfolio”).
We are informed by the Manager that IREIT would hold the Properties indirectly. Each Property
in the IPO Portfolio would be held by one or more Netherlands incorporated and tax resident
wholly owned subsidiaries (“Dutch Holding Companies”) of a Singapore incorporated and tax
resident company (“Singapore Holding Company”) which would in turn be wholly owned by
IREIT. A separate Singapore Holding Company would be established for each Property. Each
Property in the IPO Portfolio owned by the Dutch Holding Companies would be funded by way of
arm’s length interest bearing loans from a Singapore incorporated and tax resident wholly owned
subsidiary of IREIT (“Singapore Financing Company”) which would in turn be funded by IREIT
by way of equity and/or interest free loan. A separate Singapore Financing Company would be
established for each Property.
SINGAPORE TAX OVERVIEW
General Principles of Singapore Taxation of a REIT
Under current Singapore income tax law, the taxable income of a trust comprises, unless
otherwise exempted:
(a)

income accruing in or derived from Singapore; and

(b)

income derived from outside Singapore which is received in Singapore or deemed to have
been received in Singapore by the operation of law. Foreign-sourced income received or
deemed to have been received in Singapore by REITs listed on the SGX-ST will be granted
tax exemption under Section 13(12) of the SITA where certain conditions are met.

The taxable income of a trust is ascertained in accordance with the provisions of the SITA, after
deduction of all allowable expenses and any other allowances permitted under the SITA. The
taxable income of a trust, or part thereof, is assessed on the trustee in the following
circumstances:
(a)

where the income is derived from any trade or business carried on by the trustee, in its
capacity as the trustee of the trust;

(b)

where the beneficiaries of the trust are not resident in Singapore; or

(c)

where the beneficiaries are not entitled to the income of the trust.

The first S$300,000 of chargeable income of a Singapore resident trustee is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%.
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Distributions made out of income that has been taxed on the trustee, or exempt from Singapore
income tax to the trustee, are exempt from Singapore income tax in the hands of the Unitholders,
and no withholding tax will apply to any such distributions. On the other hand, no credit will be
allowed to the Unitholders for any tax paid by the trustee.
Taxation of IREIT
The Manager has represented that IREIT is expected to derive the following sources of income
and gains:
(a)

Dividends from Singapore Holding Companies and Singapore Financing Companies; and

(b)

Gains on disposal of shares in Singapore Holding Companies and Singapore Financing
Companies.

Dividends from Singapore Holding Companies and Singapore Financing Companies
Dividends paid by Singapore Holding Companies and Singapore Financing Companies should be
considered Singapore sourced and exempt from Singapore income tax in the hands of the trustee
of IREIT under Section 13(1)(za) of the SITA.
Gains on Disposal of Shares in Singapore Holding Companies and Singapore Financing
Companies
Capital gains are not taxable in Singapore. Gains derived by IREIT from a disposal of shares in
Singapore Holding Companies and Singapore Financing Companies should not be liable to
Singapore income tax if such gains are of a capital nature. For a gain on the disposal of shares
in a company to be considered capital in nature, the shares must originally have been acquired
for long-term investment purposes and primarily to derive investment income. The shares must
not have been originally acquired as part of the trading activities of the acquirer. Gains of an
income nature would be taxable in the hands of the trustee of IREIT, in its capacity as the trustee
of IREIT, as income accruing in or derived from Singapore from a trade or business carried on by
the trustee.
The first S$300,000 of chargeable income of a Singapore resident trustee is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%.
Taxation of the Singapore Holding Companies
Singapore Holding Company is liable to be taxed on income which, unless otherwise exempted:
(a)

accrues in or is derived from Singapore; and

(b)

is derived from outside Singapore and is received or deemed received in Singapore.
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The first S$300,000 of chargeable income of a Singapore resident company is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to YA
2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
The Manager has represented that the Singapore Holding Companies are expected to derive the
following sources of income and gains:
(a)

Dividends from Dutch Holding Companies; and

(b)

Gains on disposal of shares in Dutch Holding Companies.

Dividends from Dutch Holding Companies
Dividends paid by the Dutch Holding Companies should be considered foreign sourced. Subject
to any specific exemption provisions in the SITA, dividends paid by Dutch Holding Companies
would be taxable to the Singapore Holding Companies in Singapore if received or deemed
received in Singapore pursuant to Section 10(25) of the SITA. Section 10(25) of the SITA provides
that the following “shall be income received in Singapore from outside Singapore whether or not
the source from which the income is derived has ceased:
(a)

any amount from any income derived from outside Singapore which is remitted to,
transmitted or brought into, Singapore;

(b)

any amount from any income derived from outside Singapore which is applied in or towards
satisfaction of any debt incurred in respect of a trade or business carried on in Singapore;
and

(c)

any amount from any income derived from outside Singapore which is applied to purchase
any movable property which is brought into Singapore.”

Dividends from the Dutch Holding Companies which are received or deemed received in
Singapore by the Singapore Holding Companies will be subject to tax in Singapore, net of
deductible expenses, at the prevailing corporate tax rate, currently at 17.0%.
However, the exemption provisions in Sections 13(8) and 13(12) of the SITA should be relevant.
Under Section 13(8) of the SITA, foreign-sourced dividends received or deemed received in
Singapore by a Singapore tax resident are exempt from tax in Singapore provided the following
conditions are met:
(a)

in the year the foreign dividends are received in Singapore, the highest corporate tax rate
imposed by the foreign jurisdiction from which the income is received on gains or profits from
any trade or business, is at least 15.0%;

(b)

the foreign dividends are subject to tax of a similar character to income tax in the foreign
jurisdiction from which they are received; and
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(c)

the Comptroller of Income Tax is satisfied that the tax exemption would be beneficial to the
recipient, i.e. the Singapore Holding Companies.

A foreign-sourced dividend should be considered to have been subject to tax in the foreign
jurisdiction from which it is received if, where the company paying the dividend is resident in the
jurisdiction from which the dividend is received, the tax is paid in that jurisdiction by the company
in respect of its income out of which the dividend is paid, or the tax is paid on the dividends in the
jurisdiction from which the dividends are received.
Provided the Singapore Holding Company is a tax resident of Singapore and the above prescribed
conditions are satisfied, dividends from the Dutch Holding Companies received or deemed
received in Singapore should qualify for exemption under Section 13(8) of the SITA.
Section 13(12) of the SITA provides that the Minister may by order:
(a)

exempt from tax wholly or in part; or

(b)

provide that tax at such concessionary rate of tax be levied and paid on,

the income received by a person resident in Singapore from such source in any country outside
Singapore as may be specified in the order.
However, pursuant to Section 13(12A) of the SITA, every order made under Section 13(12) of the
SITA, which exempts from tax any income received by:
(a)

the trustee of a REIT; or

(b)

a company incorporated in Singapore the share capital of which is 100% owned by the
trustee of a REIT on the date of commencement of the order,

is, notwithstanding anything in that order, treated as revoked on 1 April 2015 unless revoked
earlier; and any exemption granted under that order shall cease to apply to income received by
such person on or after 1 April 2015.
The IRAS has, in its circular published on 30 May 2014 on Tax Exemption under Section 13(12)
for Specific Scenarios and Real Estate Investment Trusts (“Section 13(12) Circular”) stated that
tax exemption under Section 13(12) of the SITA will, upon application, be granted in respect of the
foreign dividend income received or deemed received in Singapore if the qualifying conditions
listed below are met:
(a)

The entity from which the income originates holds overseas properties, or engages in
property related activities or other activities in line with the regulatory requirements imposed
on a REIT, and the overseas properties are situated in a foreign tax jurisdiction with headline
tax rate of at least 15.0%.

(b)

The dividend originates from:
(i)

Property rental income from the underlying overseas property;

(ii)

Capital gains from disposal of the overseas property or special purpose vehicle that
holds overseas property; or

(iii) Income derived from property-related or other activities in line with the regulatory
requirements imposed on a REIT.
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(c)

In respect of property rental income, tax has been paid in the foreign tax jurisdiction in which
the property is situated.

(d)

Funds channelled out of Singapore to finance the investment in the entity (specified in (a)
above) originate from the following sources:
(i)

Funds received by the REIT from the issuance of its units;

(ii)

Permissible borrowings under the Property Trust Fund guidelines;

(iii) Security deposits from tenants or properties owned by the REIT; or
(iv) Undistributed income of the REIT.
(e)

There is no round tripping of locally-sourced income via the overseas investment and there
is no setting up of an artificial structure (e.g. incorporation of a shell company in Singapore)
to avoid Singapore tax.

(f)

Where the Section 13(12) of the SITA exemption is sought by a wholly owned Singapore
resident subsidiary company of the REIT, the full amount of the remitted income less
incidental expenses associated with the remittance is passed through to the REIT.

(g)

The Comptroller of Income Tax is satisfied that the above conditions are met before the
foreign income is received in Singapore.

Even if Singapore Holding Companies do not satisfy the conditions listed above, Singapore
Holding Companies can nevertheless still make an application for tax exemption under Section
13(12) of the SITA, stating why the application should merit favourable consideration. The tax
exemption under Section 13(12) of the SITA may be granted by the Minister for Finance if it is
determined that the impending repatriation of the foreign income would generate economic
benefits for Singapore.
Singapore Holding Companies have applied for and been granted in-principle tax exemption
under Section 13(12) of the SITA on the dividend income from Dutch Holding Companies on the
basis that the qualifying conditions are met. The tax exemption has been granted by the IRAS in
its letter dated 25 February 2014 based on certain representations made by the Manager.
However, as indicated above, pursuant to Section 13(12A) of the SITA the exemption under
Section 13(12) of the SITA will be revoked with effect from 1 April 2015 unless extended by the
Singapore Government.
The IRAS has announced in the Section 13(12) Circular dated 30 May 2014 that the tax exemption
under Section 13(12) of the SITA will, subject to meeting the relevant conditions, apply to foreign
dividend income received by the trustee of a REIT or its wholly-owned Singapore resident
subsidiary in respect of any overseas property which:
(a)

is acquired, directly or indirectly, by the trustee of the REIT or its wholly-owned Singapore
resident subsidiary on or before 31 March 2015; and

(b)

continues to be beneficially owned, directly or indirectly, by the trustee of the REIT or its
wholly-owned Singapore resident subsidiary in paragraph (a) above, after 31 March 2015.

Accordingly, dividend income received in Singapore by the Singapore Holding Companies from
the Dutch Holding Companies after 31 March 2015 should, provided the relevant conditions are
met, continue to be tax exempt under Section 13(12) of the SITA to the extent such dividend
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income arises in respect of the Properties acquired by the Dutch Holding Companies on or before
31 March 2015 and such Properties continue to be beneficially owned by the Dutch Holding
Companies.
Gains on Disposal of Shares in Dutch Holding Companies
Capital gains are not taxable in Singapore. Gains derived by the Singapore Holding Companies
from the disposal of shares in the Dutch Holding Companies should not be liable to Singapore
income tax if such gains are of a capital nature. For a gain on the disposal of shares in a company
to be considered capital in nature, the shares must originally have been acquired for long-term
investment purposes and primarily to derive investment income. The shares must not have been
originally acquired as part of the trading activities of the acquirer.
Pursuant to Section 13Z of the SITA, gains derived by a company from a disposal of ordinary
shares in another company during the period from 1 June 2012 to 31 May 2017 (both dates
inclusive) shall be exempt from tax if, immediately prior to the date of the disposal, the divesting
company legally and beneficially owned at least 20% of the ordinary shares of the company whose
shares are disposed for a continuous period of at least 24 months. Gains derived by the Singapore
Holding Companies from a disposal of shares in the Dutch Holding Companies should be exempt
from Singapore income tax if the above conditions are met.
Gains of an income nature which are not exempt under Section 13Z of the SITA would be taxable
to the Singapore Holding Companies if they are either accruing in or derived from Singapore or
received or deemed received in Singapore.
The first S$300,000 of chargeable income of the Singapore Holding Company is exempt from tax
as follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to YA
2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
Taxation of the Singapore Financing Companies
Each Singapore Financing Company is liable to be taxed on income which, unless otherwise
exempted:
(a)

accrues in or is derived from Singapore; and

(b)

is derived from outside Singapore and is received or deemed received in Singapore.

The first S$300,000 of chargeable income of a Singapore resident company is exempt from tax as
follows:
(a)

75.0% of the first S$10,000 of chargeable income; and

(b)

50.0% of the next S$290,000 of chargeable income.

The chargeable income, after the above tax exemption, is taxable at the prevailing corporate tax
rate, currently at 17.0%. A special corporate income tax rebate is available from YA 2013 to YA
2015. The rebate will be 30.0% of the tax payable subject to a maximum rebate of S$30,000.
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The Manager has represented that the only source of income and gains expected to be derived
by the Singapore Financing Companies is interest from the Dutch Holding Companies.
Interest from Dutch Holding Companies
Unless specifically exempted, interest income would be taxable if either it accrues or is derived
from Singapore or, if it is derived from outside Singapore, is received or deemed received in
Singapore. Allowable expenses are deductible in determining chargeable income.
Interest income derived from the Dutch Holding Companies should generally be considered to be
derived from outside Singapore provided all the following conditions are satisfied:
(a)

credit is made available to the Dutch Holding Companies outside Singapore,

(b)

the interest is not borne by any Singapore permanent establishment of the Dutch Holding
Companies,

(c)

the interest is not deductible against income accruing in or derived from Singapore, and

(d)

the funds provided by the Singapore Financing Companies are not brought into or used in
Singapore.

Interest income derived from the Dutch Holding Companies from outside Singapore which is
received or deemed received in Singapore, pursuant to Section 10(25) of the SITA mentioned
above, by the Singapore Financing Companies will, net of deductible expenses, be subject to tax
in Singapore.
Section 13(12) of the SITA provides that the Minister may by order:
(a)

exempt from tax wholly or in part; or

(b)

provide that tax at such concessionary rate of tax be levied and paid on,

the income received by a person resident in Singapore from such source in any country outside
Singapore as may be specified in the order.
However, pursuant to Section 13(12A) of the SITA, every order made under Section 13(12) of the
SITA, which exempts from tax any income received by:
(a)

the trustee of a REIT; or

(b)

a company incorporated in Singapore the share capital of which is 100.0% owned by the
trustee of a REIT on the date of commencement of the order,

is, notwithstanding anything in that order, treated as revoked on 1 April 2015 unless revoked
earlier; and any exemption granted under that order shall cease to apply to income received by
such person on or after 1 April 2015.

D-9

The Section 13(12) Circular states that tax exemption under Section 13(12) of the SITA will, upon
application, be granted in respect of the foreign interest income received or deemed received in
Singapore if the qualifying conditions listed below are met:
(a)

The entity from which the income originates holds overseas properties, or engages in
property related activities or other activities in line with the regulatory requirements imposed
on a REIT, and the overseas properties are situated in a foreign tax jurisdiction with headline
tax rate of at least 15.0%.

(b)

Interest must originate from:
(i)

Property rental income from underlying overseas property;

(ii)

Capital gains from disposal of overseas property or special purpose vehicle that holds
overseas property; or

(iii) Income derived from property-related or other activities in line with the regulatory
requirements imposed on a REIT.
(c)

Tax has been paid in the foreign tax jurisdiction on the interest income. Where there is no
foreign tax paid on the interest income, the interest must be incurred on borrowings by the
payer to acquire the underlying overseas properties and the income and/or capital gains from
such properties are subject to tax in the foreign tax jurisdiction unless tax incentives apply
to exempt the income and/or gains.

(d)

Funds channelled out of Singapore to finance the loan to the entity specified in (a) above
must originate from the following sources:
(i)

Funds received by a REIT from an issuance of its units;

(ii)

Permissible borrowings under the Property Trust Fund guidelines;

(iii) Security deposits from tenants or properties owned by the REIT; or
(iv) Undistributed income of the REIT.
(e)

There is no round tripping of locally-sourced income via the overseas investment and there
is no setting up of an artificial structure (e.g. incorporation of a shell company in Singapore)
to avoid Singapore tax.

(f)

Where the Section 13(12) of the SITA exemption is sought by a wholly owned Singapore
resident subsidiary company of the REIT, the full amount of the remitted income less
incidental expenses associated with the remittance must be passed through to the REIT.

(g)

The Comptroller of Income Tax is satisfied that the above conditions are met before the
foreign income is received in Singapore.

As mentioned above, even if Singapore Financing Companies do not satisfy the conditions listed
above, Singapore Financing Companies can still make an application for tax exemption under
Section 13(12) of the SITA, stating why the application should merit favourable consideration. The
tax exemption under Section 13(12) of the SITA may be granted by the Minister for Finance if it
is determined that the repatriation of the foreign income would generate economic benefits for
Singapore.
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The Singapore Financing Companies have applied for and been granted in principle tax
exemption under Section 13(12) of the SITA on the interest income from Dutch Holding
Companies, on the basis that the qualifying conditions are met. The tax exemption has been
granted by the IRAS in its letter dated 25 February 2014 based on certain representations made
by the Manager. However, as indicated above, pursuant to Section 13(12A) of the SITA the
exemption under Section 13(12) of the SITA will be revoked with effect from 1 April 2015 unless
extended by the Singapore Government.
The IRAS has announced in the Section 13(12) Circular dated 30 May 2014 that the tax exemption
under Section 13(12) of the SITA will, subject to meeting the relevant conditions, apply to foreign
interest income received by the trustee of a REIT or its wholly-owned Singapore resident
subsidiary in respect of any overseas property which:
(a)

is acquired, directly or indirectly, by the trustee of the REIT or its wholly-owned Singapore
resident subsidiary on or before 31 March 2015; and

(b)

continues to be beneficially owned, directly or indirectly, by the trustee of the REIT or its
wholly-owned Singapore resident subsidiary in paragraph (a) above, after 31 March 2015.

Accordingly, interest income received in Singapore by the Singapore Financing Companies from
the Dutch Holding Companies after 31 March 2015 should, provided the relevant conditions are
met, continue to be tax exempt under Section 13(12) of the SITA to the extent such interest income
arises in respect of Properties acquired by the Dutch Holding Companies on or before 31 March
2015 and such Properties continue to be beneficially owned by the Dutch Holding Companies.
Singapore Taxation of the Unitholders
Distributions out of tax exempt (1-tier) dividends
Tax exempt income does not form part of the statutory income of the trustee of IREIT. Distributions
by IREIT from such tax exempt income to its Unitholders are exempt from Singapore income tax
in the hands of the Unitholders. No tax will be withheld by IREIT from these distributions.
Unitholders are not entitled to tax credit for any taxes paid by the trustee on any taxable income
of IREIT.
Distributions out of Gains from the Disposal of Shares in Singapore Holding Companies and
Singapore Financing Companies
Capital gains do not form part of the statutory income of the trustee of IREIT. Distributions by
IREIT to its Unitholders are exempt from Singapore income tax in the hands of the Unitholders if
the gains from which the distributions are made are determined to be of a capital nature. No tax
will be withheld by IREIT from these distributions.
Should the gains be determined to be of an income nature and taxable in Singapore, distributions
by IREIT to its Unitholders from income that has been taxed on the trustee of IREIT are exempt
from Singapore income tax in the hands of the Unitholders. No tax will be withheld by IREIT from
these distributions. Unitholders are not entitled to tax credit for any taxes paid by the trustee on
any taxable income of IREIT.
Gains on Disposal of Units
Capital gains are not taxable in Singapore. Gains derived by Unitholders on the disposal of Units
should not be liable to Singapore income tax if such gains are of a capital nature. For a gain on
the disposal of Units to be considered capital in nature, the Units must originally have been
acquired for long-term investment purposes and primarily to derive investment income. The Units
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must not have been originally acquired as part of the trading activities of the acquirer. Gains of an
income nature would be taxable to Unitholders if they are either accruing in or derived from
Singapore or received or deemed received in Singapore.
The point of taxation for Unitholders who are taxable on disposal gains in Singapore may depend
on the tax treatment they elect. Pursuant to Section 34A of the SITA, the timing of recognition of
gains and losses for financial assets held on revenue account for Singapore tax purposes will be
aligned with that of the accounting treatment under the Singapore Financial Reporting Standard
39 – Financial Instruments: Recognition and Measurement. This tax concession (referred to as the
“FRS 39 tax treatment”) generally applies unless the taxpayer opts out of it. Therefore, if the
Unitholder follows FRS 39 tax treatment, the timing of taxation of the gains will depend on how
they are accounted for in their financial statements. On the other hand, if the Unitholder opts out,
then gains should be taxed only when realised, i.e. upon disposal of the Units. Unitholders who
may be subject to this tax treatment should consult their own accounting and tax advisers on the
Singapore income tax consequences that may apply to their individual circumstances.
Goods and Services Tax (“GST”)
The sale of the Units by a Unitholder who is registered for GST and who belongs in Singapore,
through the SGX-ST or to another person belonging in Singapore, is an exempt supply not subject
to GST. Any GST directly or indirectly incurred by the Unitholder in respect of this exempt supply
is generally not recoverable and will become an additional cost to the Unitholder.
Where the Units are sold by a GST-registered Unitholder to a person belonging outside
Singapore, the sale is a zero-rated supply which means a taxable supply subject to 0% GST. Any
input GST incurred by a GST-registered Unitholder in the making of this supply in the course or
furtherance of a business carried on by him is recoverable as an input tax credit from the
Comptroller of GST.
Services such as brokerage, handling and clearing services rendered by a GST-registered person
to a Unitholder belonging in Singapore in connection with the Unitholder’s purchase, sale or
holding of the Units will be subject to GST at the current rate of 7.0%. Similar services rendered
to a Unitholder belonging outside Singapore are generally subject to GST at the rate of 0%,
provided that the Unitholder is outside Singapore when the services are performed and the
services provided do not benefit any Singapore persons.
GST registration of IREIT, Singapore Holding Companies and Singapore Financing
Companies
As IREIT and the Singapore Holding Companies will only be making exempt supplies, they would
not be required, or be eligible voluntarily, to be registered for GST purposes. As the Singapore
Financing Companies will be making only zero rated supplies (which are also specified financial
services pursuant to the Fourth Schedule to the GST Act), they too would not be required to be
registered for GST purposes but may apply to voluntarily register for GST purposes which is
subject to approval by the Comptroller of GST
Recovery of GST incurred by IREIT, Singapore Holding Companies and Singapore
Financing Companies
As IREIT and the Singapore Holding Companies would not be required, or be eligible voluntarily,
to be registered for GST purposes, GST incurred by them on their business expenses (such as
offering-related and routine operating expenses) would not be eligible to be claimed as input tax
credits under the normal input tax recovery rules. However, in the Singapore Budget 2008, the
Minister for Finance announced an enhanced concession for Singapore listed REITs to claim the
GST incurred, by way of a GST remission on business expenses, excluding disallowed expenses,
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regardless of whether they are GST registrable or not, and to look through the holding structure
and treat all supplies made by the multi-tiered structure as if they are taxable or exempt supplies
made by the parent Singapore listed REIT, regardless of whether the Singapore listed REIT makes
taxable supplies, for the purpose of computing GST claims. Pursuant to the 2008 enhanced
concession, Singapore listed REITs may therefore claim the GST incurred, by way of a GST
remission:
•

on the setting up of their various tiers of special purpose vehicles that hold non-residential
properties; and

•

by their special purpose vehicles on the acquisition and holding of non-residential properties.

The GST remission has a qualifying period of up to 31 March 2015 and is subject to meeting
certain qualifying conditions. If the qualifying conditions are met, IREIT and the Singapore Holding
Companies could recover the GST incurred on their business expenses and on the setting up of
their various tiers of special purpose vehicles that hold non-residential properties under this
enhanced concession. The GST claims (excluding GST incurred on disallowed expenses) should
be made via the filing of statements of claims with the IRAS. The first statement of claims should
be filed only after IREIT has been listed on Singapore Exchange. In the first statement of claims,
the IREIT is also allowed to include retrospective GST claims on expenses incurred prior to its
listing. In addition, if IREIT or the Singapore Holding Companies make any non-Regulation 33
exempt supplies or out-of-scope exempt supplies, the input tax recovery under this enhanced
concession would also be restricted.
As regards the Singapore Financing Companies, if they apply for and are granted voluntary
registration for GST purposes, they would be allowed to claim the GST incurred on their business
expenses for the making of taxable (including zero rated) supplies except for certain disallowed
expenses and subject to the normal input tax recovery rules.
Stamp Duty
No stamp duty is payable on the transfer of Units (whether in scripless form or confirmation note).
NETHERLANDS TAX OVERVIEW
Taxation of the Dutch Holding Companies in the Netherlands
Corporate income tax
An entity that is resident or deemed to be resident in the Netherlands will generally be subject to
Dutch corporate income tax. The prevailing Dutch corporate income tax rate for 2013 is 20.0% for
the first C200,000 of taxable income and 25.0% for the taxable income exceeding C200,000.
Withholding tax
Dividends paid by a Netherlands resident company to a shareholder are generally subject to a
Netherlands withholding tax of 15.0%.
With respect to a holder of shares who is considered to be a resident of a country other than the
Netherlands under the provisions of a tax treaty the Netherlands has concluded with such country,
such shareholder may, depending on the terms of and subject to compliance with the procedures
for claiming benefits under such tax treaty, be eligible for a full or partial exemption from or a
reduction or refund of Dutch dividend withholding tax.
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The Netherlands does not levy an interest withholding tax. Dutch corporate income tax may
however become due on interest payments on loans if the creditor has a “substantial interest” in
the debtor and the substantial interest does not form part of the business equity of the creditor.
The tax due might be reduced or avoided if a creditor with the “substantial interest” is resident in
a country with which the Netherlands has concluded a tax treaty.
In general, a substantial interest, inter alia, exists if a holder of shares (including a holder of
depository receipts on shares), directly or indirectly:
(a)

holds at least 5.0% of the shares in the issued share capital in a company of which the capital
is entirely or partly divided into shares;

(b)

has rights to directly or indirectly acquire shares up to at least 5.0% of the issued capital;

(c)

has profit sharing certificates that relate to at least 5.0% of the annual profit or to at least
5.0% of what is paid upon liquidation;

(d)

is entitled to cast at least 5.0% of the votes at the general meeting of shareholders of a legal
entity within the meaning of Article 4.5a. of the Netherlands Income Tax Act.

Value Added Tax (“VAT”)
Dutch companies leasing out real estate should qualify as entrepreneur for Dutch VAT purposes.
However, broadly, reclaiming Dutch input VAT will only be possible if the Dutch companies:
•

have opted for VAT taxable leasing in Germany; and

•

would have been eligible for VAT taxable leasing in the Netherlands as well in case the real
estate would have been located in the Netherlands.

In all other cases, Dutch VAT is not recoverable by the Dutch companies.
Stamp Duty
There is no stamp duty in the Netherlands.
Capital Tax
There is no capital tax in the Netherlands.
The Manager has represented that the Dutch Holding Companies are expected to derive the
following sources of income and gains:
(a)

Rental from Property in Germany; and

(b)

Gains on disposal of Property in Germany.

Rental Income from Property in Germany
The rental income from the Properties situated in Germany should be tax exempt for Dutch
corporate income tax purposes.
The interest payments made on the loan(s) that relate to the Properties situated in Germany
should not be deductible for Dutch corporate income tax purposes.
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Gains on Disposal of Property in Germany
The gains relating to the sale of the Properties situated in Germany by Dutch Holding Companies
should be tax exempt for Dutch corporate income tax purposes.
Singapore Holding Companies – Netherlands Tax Implications
The Manager has represented that the Singapore Holding Companies are expected to derive the
following sources of income and gains from the Dutch Holding Companies:
(a)

Dividends; and

(b)

Gains on disposal of shares in the Dutch Holding Companies.

Withholding Tax Obligations on Dividend Payment to Singapore Holding Companies
Under Dutch domestic tax law, a 15.0% withholding tax rate may be applied and Singapore
Holding Companies might potentially be subject to the Dutch foreign tax payer regime. However,
under the Singapore-Netherlands tax treaty, if the Singapore Holding Company is a resident of
Singapore for the purposes of the Singapore-Netherlands tax treaty and a company the capital of
which is wholly or partly divided into shares, and which holds directly or indirectly at least 25.0%
of the capital of each Dutch Holding Company, the Netherlands is not allowed to levy tax on the
dividends distributed provided that the dividends are remitted to or received in Singapore.
Gains on Disposal of Shares in Dutch Holding Companies
On the basis that that the only asset(s) of Dutch Holding Companies is/are real estate situated in
Germany, under the Singapore-Netherlands tax treaty, gains on disposal of the shares in Dutch
Holding Companies by Singapore Holding Companies should not be subject to tax in the
Netherlands provided that the gains are remitted to or received in Singapore.
Singapore Financing Companies – Netherlands Tax Implications
The Manager has represented that the only source of income and gains expected to be derived
by the Singapore Financing Companies would be interest from the Dutch Holding Companies:
Withholding Tax Obligations on Interest Payment to Singapore Financing Companies
The Netherlands does not impose withholding tax on interest. Therefore, the interest payments to
Singapore Financing Companies should not be subject to interest withholding tax in the
Netherlands.
No Dutch corporate income tax should be due upon interest payments from the Dutch Holding
Companies to the Singapore Financing Companies provided the Singapore Financing Companies
do not have shares or other rights in the Dutch Holding Companies and therefore do not have a
“substantial interest” in the Dutch Holding Companies.
GERMANY TAX OVERVIEW
Dutch Holding Companies – German Tax Implications
Corporate income tax (“CIT”)
A company incorporated in the Netherlands should not be considered tax resident in Germany for
German CIT purposes unless it has a German place of management.
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A company which is not tax resident in Germany is generally subject to German CIT and solidarity
surcharge at a rate of 15.825% on its German-sourced income. Taxable income from leasing of
real estate is computed on the basis of gross income less income related expenses in connection
with the German property and less deprecation, starting at the date on which the economic
ownership of the property is transferred to the acquirer. Income determination is in principle based
on accrual accounting.
Trade tax (“TT”)
A company which is not tax resident in Germany is only subject to German TT if it has a permanent
establishment in Germany. The mere letting as such (i.e. without further activities on German
territory and without a German office) should not create a German permanent establishment). The
TT rates regularly vary between 14.0% and 18.0% depending on the municipality where the
business (real estate) is located. The TT base generally corresponds to the taxable income for
German CIT purposes. However, certain add-backs and deductions are applicable. The most
important deduction for real estate owning companies is the extended trade tax deduction
(“ETTD”) which may – under certain conditions – result in the rental income to be effectively TT
exempt (for details see below). Any other income, e.g. interest income is subject to TT.
Real estate transfer tax (“RETT”)
RETT at a current rate of between 3.5% and 6.5% is levied on the transfer of German real estate.
The tax base is the consideration paid by the acquirer for the property (land and building).
Furthermore, the transfer of shares/partnership interest in an entity owning German real estate
may lead to a taxable event under German RETT law. RETT will be triggered if a single owner or
a group of companies for the first time acquires – directly or indirectly – at least 95.0% of the
shares in an entity (company or partnership) that owns German real estate (unification of shares),
or if there is a direct or indirect transfer of at least 95.0% in a real estate holding partnership within
a five-year period. Although the applicable RETT rate is equal to that of an asset transfer, the tax
base is a deemed value which is specifically assessed for RETT purposes (generally about 70.0%
to 80.0% of the fair market value).
Withholding tax
Germany currently does not levy withholding tax on dividends paid by companies not tax resident
in Germany. Furthermore, interest payments on “regular” loans are generally not subject to
German withholding tax under domestic tax law. Interest payments on profit-participating loans
are in principle subject to German withholding tax but only in case the company paying the interest
is tax resident in Germany.
Value Added Tax (“VAT”)
The regular VAT rate in Germany is 19.0%.
Depending on certain characteristics of the acquired real estate, the acquisition of real estate may
be regarded as a transfer of a business unit (“Geschäftsveräußerung im Ganzen”). In case of a
business unit transfer, the transfer is non-taxable, i.e. no VAT will be levied. In addition, in such
a case the purchaser enters in the seller’s VAT position with respect to the deducted input VAT
amounts and a potential correction. Therefore, should – following the acquisition – the use of the
real estate change (i.e. property that was let without charging VAT on the rent prior to the
acquisition, is let with a VAT charge after the acquisition and vice versa), input VAT on the initial
acquisition/construction of a building or on services to renovate a building may either be refunded
on a pro rata basis (to the extent it could not be claimed in the past) or it may have to be repaid
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on a pro rata basis (to the extent it was claimed in excess in the past). The correction period for
such a refund/repayment is up to ten years following the acquisition/construction of a building or
on services to renovate a building.
If the transfer of the real estate should not be regarded as transfer of a business unit, the sale is
generally VAT-exempt. However, the seller may – subject to certain requirements – waive the
exemption and opt to subject the sale to VAT. In such a case, the purchaser is obliged to calculate
and pay the VAT according to Section 13b of the VAT Act (“reverse charge”). The seller has to
issue an invoice without VAT, but with a reference to Section 13b of the VAT Act.
Long term leases of real estate are generally exempt from VAT. The exemption from VAT does not
apply to movable assets let together with the building. The lessor may, however, opt to charge VAT
with respect to leases that are generally exempt. Such option to waive the VAT exemption may be
beneficial for the lessor since charging VAT comes along with the corresponding right to claim
input VAT. The option can only be exercised insofar as the lessee uses the real estate for supplies
that are fully subject to VAT. This should generally be the case where the real estate is let for
commercial purposes, i.e. to a lessee who is an entrepreneur within the meaning of the German
VAT Act. However, the exemption cannot be waived in relation to property that is let to a bank, an
insurance company or a medical doctor since those institutions do not provide services which are
subject to VAT.
Should the use of the real estate change (i.e. property that was let without charging VAT on the
rent is let with a VAT charge and vice versa), German input VAT on the initial
acquisition/construction of a building or on services to renovate a building may either be refunded
(to the extent it could not be claimed in the past) or it may have to be repaid (to the extent it was
claimed in excess in the past), both on a pro rata basis. The correction period for such a
refund/repayment is up to ten years following the acquisition/construction of a building or on
services to renovate a building.
Stamp Duty
Germany currently does not levy stamp duty.
Capital Duty
Germany currently does not levy capital duty.
Acquisition of Property in Germany
The acquisition of the German property by the Dutch Holding Companies should be tax neutral for
German CIT and TT purposes, i.e. the property is capitalised at its acquisition cost and thus no
income should be triggered due to the acquisition.
No stamp duty is levied in Germany on the purchase of the Properties. However, further costs in
connection with the acquisition of the Properties, such as notary costs, may arise.
RETT is payable at rates of between 3.5% and 6.5% of the consideration paid for the land and
building. RETT is payable at the date when the sale and purchase agreement is actually signed,
regardless of a deviating date of closing (transfer of the economic ownership) or a deviating date
of payment of the purchase price. The current RETT rate (i.e. at the end of 2013, beginning of
2014) for Bonn, Darmstadt and Münster is 5.0% (the rate will be 6% for Darmstadt with effect from
1 August 2014) while the RETT rate for Munich (Concor Park) is 3.5%. Although the RETT is
legally owed by both the seller and the acquirer, it is frequently imposed on the acquirer in the sale
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and purchase agreement. Ultimately, the acquirer is likely to bear the cost of the RETT in any
case. The RETT payable on the acquisition of the property should be capitalised as additional
acquisition cost of the property.
The regular German VAT rate is 19.0%. The acquisition of the German property may be
non-taxable for VAT purposes (i.e. no German VAT will be levied) if the acquisition of the property
is regarded as a transfer of a business unit, or VAT-exempt if the acquisition of the property is not
regarded as a transfer of a business unit. In case of a VAT exempt acquisition, the seller may –
subject to certain requirements – waive the exemption and opt to subject the sale to VAT. In this
case, the purchaser is obliged to calculate and pay the VAT according to Section 13b of the VAT
Act (“reverse charge”). The seller has to issue an invoice without VAT, but with a reference to
Section 13b of the VAT Act.
Dutch Holding Companies may have a secondary tax liability for the seller’s “business” taxes
(such as TT) as well as land tax for the period starting in the fiscal year prior to the transaction
and for taxes assessed until one year after the transaction. The Manager has represented that the
Dutch Holding Companies have obtained indemnities from the vendors of the Properties under the
sale and purchase agreement that this secondary tax liability is not borne by the Dutch Holding
Companies.
The Manager has represented that the Dutch Holding Companies are expected to have the
following sources of income and gains:
(a)

Rental from Property in Germany; and

(b)

Gains on disposal of property in Germany.

Rental Income from Property in Germany
The rental income from the Properties should be subject to German CIT. Allowable expenses
would be deductible. Deductible expenses are in general interest expenses (subject to certain
restrictions – see below), property/asset management fees, capital expenditure (to the extent that
it is not required to be capitalised), property taxes and insurance, maintenance expenses,
administrative expenses (e.g. consulting fees, bank charges), rental expenses (electricity, gas,
water) and commission fees for finding a tenant. The net rental income would be subject to
German CIT at a rate of 15.825% including Solidarity Surcharge.
For German CIT purposes, the interest expense should only be fully deductible if the net interest
expense of each Dutch Holding Company is below C3m per annum. If the threshold is exceeded,
the net interest expense deduction per annum is limited to 30.0% of the “taxable EBITDA” of the
company, i.e. 30.0% of the taxable income before taxes, (net) interest expenses, depreciation and
amortisation. Disallowed interest expense would be available to be carried forward indefinitely,
although relief for the interest carried-forward could be denied under the same rules as normal tax
losses carried forward following a direct or indirect change in ownership.
Land is generally not depreciable. The depreciation of buildings follows the straight-line method
and amounts to 3.0% per annum if the building is used for non-residential purposes and the
construction permit has been issued after 31 March 1985 (otherwise the depreciation rate is only
2.0% per annum). The depreciation rate for facilities outside of the building is usually 10.0% and
other assets such as fixtures, furniture and equipment (“FF&E”) which are not fixed permanently
with the building are depreciated over their useful lives. The allocation of the total purchase price
of the assets between the cost of the land, costs of the building and other assets needs to be
precisely assessed for each property acquisition in Germany and to avoid unnecessary future
discussions and amendments by the German tax authorities the purchase price allocation should
be determined on the basis of a report issued by an external independent appraiser.
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The net rental income should only be subject to German TT in case the rented Properties or the
(management) activities conducted by Dutch Holding Companies on German territory are
considered a permanent establishment (as defined in the German General Tax Code). If the real
estate and the undertaken activity are not considered to be a permanent establishment, no TT
should be due on the rental income from the Properties.
In general, the Dutch Holding Companies should not have a German permanent establishment if
they do not perform any activities with their own employees, or open an office, on German territory
and instead employ third party providers for conducting the activities that need to be undertaken
on German territory. In addition, the third party providers should have no power of
attorney/representation, meaning that they may prepare decisions such as the conclusion and
extension of a contract, but the signature and the underlying decision must be made in the
Netherlands or elsewhere outside Germany (alongside with the documentation of the decision
making process).
If the Dutch Holding Companies are considered to have a German permanent establishment, the
rental income on the Properties derived by the Dutch Holding Companies should also be subject
to German TT at a rate generally between 14.0% and 18.0% depending on the municipality where
the business is located. The current TT rates in the locations where the Properties are located are
as follows:
Bonn 17.15%
Münster 16.10%
Darmstadt 14.88%
Munich 17.15%
However, the ETTD may, subject to certain conditions, have the effect that the rental income from
the Properties is effectively exempt from German TT. In order to benefit from the ETTD, the Dutch
Holding Companies should only engage in mere real estate holding activities which consist of
managing and letting of its own real estate. The ETTD will not be granted if “harmful” commercial
activities such as operating a parking garage, conducting portfolio administration services, asset
and facility management to third parties or property trading are performed by Dutch Holding
Companies even if the scale of such activities is relatively small as compared to the rental activity.
In addition, in order to benefit from the ETTD, only the land and the building of the real estate may
be let, but not the FF&E as the letting of the FF&E would constitute a “harmful” activity.
Leasing of immovable property is normally exempt from VAT in Germany. However, Dutch Holding
Companies can opt to subject the rent to VAT in case the tenants are VAT taxpayers. If they do
so, they would need to charge VAT at the rate of 19% on the rental charges to the tenants but
should be able to obtain a credit for the input VAT they have paid. If they do not, then any input
VAT will not be creditable.
Land tax is a local recurring tax on immovable property, including buildings. The Land tax is
assessed annually on 1 January of each calendar year, based on the “assessed value”
(“Einheitswert”) of the immovable property. The “assessed value” is usually lower than the actual
FMV. In relation to the FMV, the Land tax is usually approximately 1.0% per annum. Economically,
the cost of the Land tax is regularly reimbursed by the tenant (ancillary rental costs). The Land tax
regime may be modified in the near future particularly due to a decision currently pending before
the German Constitutional Court. The outcome of such modification is unclear at this stage.
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Gains on Disposal of Property in Germany
The sale of the German property through Dutch Holding Companies should generally be subject
to German CIT at 15.825% (i.e. taxation at the regular rate with no special capital gains regime).
No German TT should be levied if the Dutch Holding Companies do not have a German permanent
establishment.
If Dutch Holding Companies have a German permanent establishment and are therefore subject
to German TT, the ETTD may be available. The capital gain derived through the sale of the
property should be German TT exempt provided that the asset managing activities are performed
throughout the entire fiscal year. This may not be the case if the (only or last) property is sold
within the fiscal year (i.e. not exactly at the fiscal year end) as there are no longer any properties
to manage for the remaining period. The German Federal Tax Court, however, has decided that
the preconditions for asset managing activities are fulfilled in the case of a sale on the last
business day of a fiscal year at 11:59pm. However, a property trade should still be avoided. Inter
alia, a property trade could be assumed if Dutch Holding Companies acquire the real estate with
the aim to resell it instead of using it for long term rental purposes and/or if certain numbers of
sales are made within five years.
The capital gain will be fully subject to German TT if Dutch Holding Companies have a German
PE to which the German real estate is attributed and if the ETTD is not available.
For VAT purposes, the sale of the German Property may be non-taxable (i.e. no German VAT will
be levied) if the sale of the property is regarded as a transfer of a business unit or VAT-exempt
if the sale of the property is not regarded as a transfer of a business unit. If the sale is not regarded
as a transfer of a business unit, the seller may waive the VAT exemption.
RETT between 3.5% and 6.5% of the consideration paid for the land and building will be
chargeable. The current RETT rate (i.e. at the end of 2013, beginning of 2014) for Bonn, Münster
and Darmstadt is 5% (the rate will be 6% for Darmstadt with effect from 1 August 2014) while the
RETT rate for Munich (Concor Park) is 3.5%. Although the RETT is legally owed by both the seller
and the acquirer, it is frequently imposed on the acquirer in the sales and purchase agreement.
Singapore Financing Companies – German Tax Implications
The Manager has represented that the only source of income and gains of the Singapore
Financing Companies is expected to be interest income:
Withholding Tax Obligations on Interest payment to Singapore Financing Companies
There should be no withholding tax on the interest payment to Singapore Financing Companies.
However, the interest payments may potentially be subject to German CIT at a rate of up to 8.0%
of the gross interest payment (as per the limit under the Singapore-Germany tax treaty) if the
underlying loan is collateralised by German real estate. This tax, if applicable, should not be levied
by way of a withholding tax. Instead, Singapore Financing Companies would need to file German
CIT returns and the CIT would be assessed.
Singapore Holding Companies – German Tax Implications
The Manager has represented that the Singapore Holding Companies are expected to derive the
following sources of income and gains:
(a)

Dividend payments to Singapore Holding Companies.
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(b)

Gains on disposal of shares in Dutch Holding Companies.

Withholding Tax Obligations on Dividend Payment to Singapore Holding Companies
Dividends paid by the Dutch Holding Companies to the Singapore Holding Companies should not
be subject to German taxes by withholding or by assessment.
Gains on Disposal of Shares in Dutch Holding Companies
A capital gain derived through the sale of shares in the Dutch Holding Companies should not be
subject to CIT or TT in Germany. However, German tax losses may be forfeited in case of a direct
and/or indirect transfer of more than 25.0% (partial forfeiture) or even more than 50.0% (entire
forfeiture) of the shares. Tax losses may be preserved if built-in gains exist (in particular because
of the real estate being capitalised in the German tax balance sheet at a value below the fair
market value) for example due to depreciation of the building.
The acquisition of at least 95.0% of the shares in Dutch Holding Companies would be subject to
RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase price
that is paid as a consideration for the shares). The RETT base is 100.0% of this deemed fair
market value irrespective of whether only 95.0% or more of the shares are acquired. RETT should
not be chargeable if the seller (not related to the acquirer) retains at least 5.1% of the shares
legally and economically.
Gains on Disposal of Shares in Singapore Holding Companies
A capital gain derived through the sale of shares in the Singapore Holding Companies should not
be subject to CIT or TT in Germany. However, German tax losses may be forfeited in case of a
direct and/or indirect transfer of more than 25.0% (partial forfeiture) or even more than 50.0%
(entire forfeiture) of the shares. Tax losses may be preserved if built-in gains exist (in particular
because of the real estate being capitalised in the German tax balance sheet at a value below the
fair market value) for example due to depreciation of the building.
The acquisition of at least 95.0% of the shares in Singapore Holding Companies would be subject
to RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase
price that is paid as consideration for the shares). The RETT base is 100% of this deemed fair
market value irrespective of whether only 95.0% or more of the shares are acquired. RETT should
not be chargeable if a seller who is not related to the acquirer retains at least 5.1% of the shares
legally and economically.
IREIT – German Tax Implications
The Manager has represented that IREIT is expected to derive the following sources of income
and gains:
(a)

Dividend payments from Singapore Holding Companies and Singapore Financing
Companies.

(b)

Gains on disposal of shares in Singapore Holding Companies and Singapore Financing
Companies.

Withholding Tax Obligations on Dividend Payment from Singapore Holding Companies and
Singapore Financing Companies
Dividends paid by the Singapore Holding Companies and Singapore Financing Companies to
IREIT should not be subject to German taxes by withholding or by assessment.
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Gains on Disposal of Shares in Singapore Holding Companies and Singapore Financing
Companies
A capital gain derived through the sale of shares in Singapore Holding Companies and Singapore
Financing Companies should not be subject to CIT or TT in Germany.
However, German tax losses may be forfeited in case of a transfer of more than 25.0% (partial
forfeiture) or even more than 50.0% (entire forfeiture) of the shares in the Singapore Holding
Companies. Tax losses may be preserved if built-in gains exist (in particular because of the real
estate being capitalised in the German tax balance sheet at a value below the fair market value
for example due to depreciation of the building).
The acquisition of at least 95.0% of the shares in Singapore Holding Companies would be subject
to RETT. The RETT base is a deemed fair market value for the real estate (i.e. not the purchase
price that is paid as a consideration for the shares). The RETT base is 100.0% of this deemed fair
market value irrespective of whether only 95.0% or more are acquired. RETT should not be
chargeable if the seller (not related to the acquirer) retains at least 5.1% of the shares legally and
economically.
The RETT consequences to IREIT on a disposal of units by the Unitholders depend on the
qualification of IREIT as partnership or corporation for German civil law purposes. If IREIT is
regarded as a corporation, the disposal should only trigger RETT if one Unitholder or a related
group of Unitholders (companies) acquires units which result in such Unitholder or related group
of Unitholders holding at least 95% of the units (“the unification of shares criterion”). If IREIT
is classified as a partnership, RETT should – in addition – be triggered if, within any five year
period, at least 95% of the units are transferred to “new” partners. In contrast to the unification of
shares criterion, a transfer of at least 95% of “partnership interest” triggers RETT even if the
interest is transferred to several persons or entities.
Furthermore, the Trustee (who is the legal owner of the shares in Singapore Holding Companies)
and the beneficiaries should be regarded as separate subjects for RETT purposes. Therefore, a
change in the Trustee or the acquisition of a 95% or greater shareholding in the Trustee should
also trigger RETT.

Yours faithfully

Ajit Prabhu
Tax Partner
Deloitte & Touche LLP
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APPENDIX E

INDEPENDENT PROPERTY VALUATION SUMMARY REPORTS
Colliers International Property Advisers UK
LLP
50 George Street
London W1U 7GA

DDI
FAX

+44 20 7935 4499
+44 20 7344 6539

www.colliers.com/uk

31 March 2014

IREIT Global Group Pte. Ltd.
(in its capacity as manager of IREIT Global) (the “Manager”)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(in its capacity as trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre Tower 3
Singapore 018982
Dear Sirs
IREIT GLOBAL (THE “REIT”)
1. FRIEDRICH-EBERT-ALLEE 71, 73, 75, 77, BONN, NORTH RHINE WESTPHALIA, GERMANY
2. HEINRICH-HERTZ-STRAßE 3, 5, 7, DARMSTADT, HESSE, GERMANY
3. MINA-REES-STRAßE 4, DARMSTADT, HESSE, GERMANY
4. GARTENSTRAßE 217, MÜNSTER, NORTH RHINE WESTPHALIA, GERMANY
5. GARTENSTRAßE 215, MÜNSTER, NORTH RHINE WESTPHALIA, GERMANY
(THE “PROPERTIES”)

INSTRUCTIONS
In accordance with the terms of engagement dated 19 August 2013, Colliers International Property
Advisers UK LLP (hereafter referred to as either “the Valuer” or “we”) have considered the
Properties owned by the REIT in order to provide you with our opinion of their Market Value, as at
31 March 2014. This Valuation Summary Letter is a condensed version of our more expansive
portfolio valuation report dated 31 March 2014 (“the Portfolio Report”), and we recommend that this
shortened report should be read in conjunction with the aforementioned fuller version.
The valuation is required for the inclusion in the REIT’s prospectus for its proposed Initial Public
Offering (“IPO”).
We confirm that the valuations have been made in accordance with the appropriate sections of the
RICS Professional Standards (“PS”) and RICS Global Valuation Practice Statements (“VPS”).
The International Valuation Standards Council (“IVSC”) publishes and periodically reviews the
International Valuation Standards (“IVS”), which set out internationally accepted, high level
valuation principles and definitions. These have been adopted and supplemented by the RICS,
and are reflected in Red Book editions.

Thus, the RICS considers that a valuation that is

undertaken in accordance with the Red Book will also be compliant with IVS.

Colliers International is the licensed trading name of Colliers International Property Advisers UK LLP which is a limited liability partnership
registered in England and Wales with registered number OC385143. Our registered office is at 50 George Street, London W1U 7GA.
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Our General Assumptions and Definitions form Appendix I to this report.
The valuation of the Properties is on the basis of Market Value, subject to the following
assumptions:
(i)

For investment property: that the property would be sold subject to any existing leases.

The Valuer’s opinion of the Market Value was derived using the Income Capitalisation Method as
the main primary valuation method and the Discounted Cash Flow (“DCF”) Analysis Method as a
cross check.
The Properties have been valued by suitably qualified surveyors who fall within the requirements
as to competence as set out in PS 2.3 of the RICS Valuation - Professional Standards
(incorporating the International Valuation Standards) January 2014 issued by the Royal Institution
of Chartered Surveyors (the “RICS”) and who are valuers registered in accordance with the RICS
Valuer Registration Scheme (“VRS”). We confirm that we have undertaken the valuations in the
capacity of External Valuer.
In order to comply with these Valuation Standards our files may be subject to monitoring by the
RICS.
Although a portfolio, the Properties have been valued as individual assets.
We confirm that Colliers International complies with the requirements of independence and
objectivity under PS 2.4 and that we have no conflict of interest in acting on the REIT’s behalf in
this matter.
All the Properties were inspected internally and externally by suitably qualified valuation surveyors
on the 9 and 10 September 2013. We have been advised that there have been no changes to the
Properties or their immediate surroundings since the date of our inspection.
No allowance has been made in our valuation for any changes, mortgages or amounts owing on
the Properties nor for any expenses or taxation which may be incurred in affecting a sale. It is
assumed that the Properties are free from major or material encumbrances, restrictions or
outgoings of an onerous nature which could affect their value.

RELIANCE ON THIS LETTER
For the purposes of this Prospectus, we have prepared this letter and the enclosed valuation
certificates which summarise our Portfolio Report and outline key factors which we have
considered in arriving at our opinion of values. This letter and the valuation certificates do not
contain all the data and information found in our Portfolio Report. For further information, reference
should be made to the Portfolio Report.
The valuation and market information are not guarantees or predictions and must be read in
consideration of the following:
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x

The estimated value is based upon factual information provided by the REIT / REIT
Manager. All property data and information is assumed to be full and correct. It follows
that we have made an assumption that details of all matters likely to affect value within
their collective knowledge such as prospective lettings, rent reviews, outstanding
requirements under legislation and planning decisions have been made available to us and
that the information is up to date and correct.

Whilst Colliers International has

endeavoured to ensure the accuracy of the information, it has not independently verified all
information provided by the REIT Manager.

Colliers International also accepts no

responsibility for subsequent changes in information as to floor areas, income, expenses or
market conditions.

PROPERTIES
The portfolio comprises four high quality office properties and two multi-story car parks, all let to
Deutsche Telekom AG, which are described in detail in the Portfolio Report.
The Properties are as follows:

Properties

Land Area
sq m

NLA
sq m
32,736

1

Friedrich-Ebert-Allee 71, 73, 75, 77, Bonn (“Bonn Campus”)

20,199

2

Heinrich-Hertz-Straße 3, 5, 7, Darmstadt (“Darmstadt Campus”)

14,948

30,371

3

Mina-Rees-Straße 4, Darmstadt (“Darmstadt Car Park”)

3,745

Not applicable

4

Gartenstraße 217, Münster (“Münster North Campus & Car Park”)

11,470

13,829

5

Gartenstraße 215, Münster (“Münster South Campus”)

6,987

13,354

ASSUMPTIONS AND SOURCES OF INFORMATION
An assumption as stated in the glossary to the Red Book is a ‘supposition taken to be true’
(“Assumption”).

Assumptions are facts, conditions or situations affecting the subject of, or

approach to, a valuation that, by agreement, need not be verified by a Valuer as part of the
valuation process. In undertaking our valuations, we have made a number of Assumptions and
have relied on certain sources of information. Where appropriate, the REIT has confirmed that our
Assumptions are correct so far as they are aware. In the event that any these Assumptions prove
to be inaccurate or incorrect then our valuation should be reviewed.
The Assumptions we have made for the purposes of our valuations are referred to below:

COLLIERS INTERNATIONAL PROPERTY ADVISERS UK LLP
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Areas
We have not measured the Properties and neither have we undertaken the measurement of any
land sites. As instructed we have relied upon the floor areas provide by the REIT. We have
assumed these to be correct, and have been assessed and calculated in accordance with local
market practice.

Condition
We have been provided with Technical Due Diligence reports prepared by Preuss Real Estate
Management GmbH dated October 2013 which we have relied upon in arriving at our opinion of
value. We comment further on these reports in the Portfolio Report.

Title
We have been provided with a draft Legal Due Diligence report prepared by Salans FMC SNR
Denton Europe LLP (“Dentons”) dated 11 March 2014 and we comment on their findings in the
Portfolio Report. We would mention that this draft is described as being for discussion purposes
only and therefore could be subject to change.
The interpretation of the legal documents/disputes is a matter for lawyers and as such we accept
no responsibility or liability for the true interpretations of the legal position.

Statutory Requirements and Planning
We have made enquiries of the relevant planning authority in whose area each property lies as to
the possibility of highway proposals, comprehensive development schemes and other ancillary
planning matters that could affect property values.
We have made an Assumption that the buildings have been constructed in full compliance with
valid town planning and building regulations approvals, that where necessary they have the benefit
of current Fire Certificates. Similarly, we have also made an Assumption that the Properties are
not subject to any outstanding statutory notices as to their construction, use or occupation. Unless
our enquiries have revealed the contrary, we have made a further Assumption that the existing
uses of the Properties are duly authorised or established and that no adverse planning conditions
or restrictions apply.
We would draw your attention to the fact that employees of town planning departments now always
give information on the basis that it should not be relied upon and that formal searches should be
made if more certain information is required. We assume that, if you should need to rely upon the
information given about town planning matters, your solicitors would be instructed to institute such
formal searches.
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Tenure and Lettings
For the purposes of our valuation we have relied upon the information as to tenure, lettings, rent
review provisions, floor areas and the like contained within the draft legal due diligence report
prepared by Dentons. We have, however, also had regard to an updated rent schedule dated 21
October 2013 provided to us by the REIT Manager. We have not verified the accuracy of this
information and have assumed that this is up to date and correct. Should this Assumption prove
invalid then our opinion of value may fall by an unspecified amount.
We have not inspected the title deeds, headleases etc. and apart from those disclosed to us, we
have assumed that all the Properties are free from outgoings and that there are no unusual,
onerous or restrictive covenants in the titles or leases which would affect the values.
Unless we have been informed to the contrary, we have assumed that there are no material arrears
of rent and/or service charges.

Taxation and Costs
We have not made any adjustments to reflect any liability to taxation that may arise on disposals,
nor for any costs associated with disposals incurred by the owner. No allowance has been made
to reflect any liability to repay any government or other grants, or taxation allowance that may arise
on disposals.

Environmental Matters
We have been provided with various contamination and ground reports for the Properties dating
between 2000 and 2005. In summary the potential for ground contamination is minimal. The only
potential issue was in relation to Darmstadt where some bomb craters dating from WW2 were filled
in as part of the construction works. In respect of Münster the property was constructed on a
greenfield site and in Bonn the site was previously occupied by a tower block. In all cases the
offices extend below ground level and therefore if any contamination did exist it is highly likely that
it would have been removed as part of the construction works.
We are therefore of the opinion that the majority of investors would consider the risk of
contamination as low.

Covenant Status of Tenants
We are not qualified to undertake a detailed investigation into the financial status of the tenants.
Unless otherwise advised we have made the Assumption that there are no material arrears of rent
or service charges, breaches of covenant, current or anticipated tenant disputes.
We have, however, reviewed where possible third party commentary, and in particular Creditreform
reports on the tenant.

Our valuation reflects that type of tenants actually in occupation or

responsible for meeting the lease commitments, or likely to be in occupation, and the market’s
general perception of their creditworthiness.
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Information
We have made an Assumption that the information the REIT and its professional advisers have
supplied to us in respect of the Properties is both full and correct.
It follows that we have made an Assumption that details of all matters likely to affect value within
their collective knowledge such as prospective lettings, rent reviews, outstanding requirements
under legislation and planning decisions have been made available to us and that the information is
up to date.

VALUATION RATIONALE
The portfolio comprises high quality modern office buildings and associated multi-story parking
investments in Germany. As all the assets are income generating we have adopted an income
approach to valuation using the Income Capitalisation Method as the primary valuation method and
a Discounted Cash Flow Analysis Method as a cross check.
The Income Capitalisation Method can be used in relation to income producing assets, and in its
simplest form involves the analysis of comparable transactions in the market to arrive at a suitable
capitalisation yield (NOI / capital value). Using these transactions as a benchmark, a suitably
adjusted yield is then applied to the current income generated by the subject property to arrive at a
capital value. The relationship between the initial capitalisation yield and the capital value of the
property is complex, and accordingly this initial yield indicator subsumes a range of assumptions
including future rental growth, future letting voids, capital appreciation, development opportunities
and security of the income stream. Accordingly, to ensure a suitable level of accuracy is achieved
when using this method, there should be careful analysis of any comparable market transactions.
The basis of the Discounted Cash Flow (“DCF”) Analysis Method assumes that the value of any
asset or business is a reflection of the Present Value (PV) of the benefits and liabilities of that asset
or business. When applying this in a real estate context, the approach effectively discounts the
future cost and income streams of a property at a market derived discount rate to arrive at a Net
Present Value (NPV).

These cash-flows normally comprise a series of periodic receipts and

expenses over a specified time horizon followed by a terminal value payment which reflects a
hypothetical sale of the asset.
The NPV result of these cash-flows equates to the sum available for the purchase of the asset as
at the date of valuation assuming a prescribed target rate of return (discount rate).
We have adopted a projected cash-flow horizon of ten years divided into annual cash-flow periods.
At the end of the cash-flow horizon we have assumed receipt of the asset’s terminal value on its
disposal. The terminal value has been calculated by capitalising the final year Net Operating
Income (NOI) into perpetuity at a market derived terminal capitalisation yield. The receipt of this
terminal payment has been assumed at the end of the cash-flow horizon, and is net of disposal
fees which have been taken at the prevailing local rates.
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A key input into our cash-flow models is the discount rate adopted. The discount rate adopted
reflects the risk profile of the asset and is based on a target rate of return that a potential investor
would be prepared to accept for taking on the investment. This target rate of return (discount rate)
should adequately compensate an investor for the opportunity cost of the capital employed in the
asset when compared to returns available on other alternative investments in the market.
Accordingly, when deriving a suitable discount rate we have used a risk-free rate of return as a
benchmark, and have incorporated a series of risk premia above this rate which cumulatively
reflect the risk profile of any individual asset.

SUMMARY OF VALUES
On the basis, assumptions and qualifications detailed within this Valuation Summary Letter, we are
of the opinion that the aggregate Market Value, as at 31 March 2014, of the freehold Properties,
subject to the existing lettings, is €225,000,000 (Two Hundred and Twenty Five Million Euros).
The aforementioned valuation figure represents the aggregate of the individual valuations of each
property and should not be regarded as the value of the portfolio in the context of a sale as a single
lot. The individual values are as follows:

Properties

Market Value (€)

1

Friedrich-Ebert-Allee 71, 73, 75, 77, Bonn

100,000,000

2

Heinrich-Hertz-Straße 3, 5, 7, Darmstadt

64,200,000

3

Mina-Rees-Straße 4, Darmstadt

4

Gartenstraße 217, Münster

28,400,000

5

Gartenstraße 215, Münster

22,500,000

Total

225,000,000

9,900,000

DISCLAIMER
We have prepared this Valuation Summary Letter and the enclosed Valuation Certificates for
inclusion in the prospectus and specifically disclaim liability to any person in the event of any
omission from or false or misleading statement included within the prospectus, other than in
respect of the information provided within the Portfolio Report and this Valuation Summary Letter.
We do not make any warranty or representation as to the accuracy of the information in any other
part of the prospectus other than as expressly made or given by Colliers International in this
Valuation Summary Letter.
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LIABILITY CAP
Subject to section 243 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”),
read with sections 252 through 254 of the SFA, with the exception of the investors, the liability of
the Valuer (Colliers International) as defined herein is limited to €5,000,000 (Five Million Euros) per
property valued for any single case of damages caused by simple negligence, irrespective of the
legal reason. A single case of damages is defined as the total sum of all the damage claims of all
persons entitled to claim, which arise from one and the same professional error (offence). In the
case of damages suffered from several offences brought about by the same technical error within
the scope of several coherent services of a similar nature, the Valuer can similarly only be held
liable for an amount of €5,000,000.

LIABILITY AND PUBLICATION
We agree to the inclusion of all or any part of the Portfolio Reports to which this Valuation
Summary Letter refers, or any data or other information contained in such Reports, and the Colliers
name can be quoted, reproduced and relied upon (i) in the preliminary prospectus and final
prospectus prepared in connection with the offering (“the Prospectus”) or any other offer materials
prepared by or on behalf of the REIT, including any supplementary documents (if any), in
connection with the Offering, (ii) in any materials produced by or on behalf of the REIT in
connection with presentations or other materials prepared in connection with the Offering.
If it is intended to make a reference to this Valuation Summary Letter in any published document,
our prior approval to the publication is required so that we can approve the reference in context. In
breach of this condition, no responsibility can be accepted to third parties for the comments or
advice contained in this Valuation Summary Letter.

Disclosure of the Portfolio Report by the

addressees of the Portfolio Report is not prohibited if required (i) in connection with any actual or
threatened legal, judicial or regulatory proceedings (for avoidance of doubt, this shall include
disclosure by any addressee in connection with any form of due diligence defence) or for the
purpose of resolving any actual or threatened dispute or (ii) in communications to insurers in
connection with an actual or threatened dispute or claim, or (iii) in connection with the addresses’
due diligence enquiries of the contents of the Prospectus.
Colliers International has relied upon property data supplied by the REIT which we assume to be
true and accurate. Colliers International takes no responsibility for inaccurate client supplied data
and subsequent conclusions related to such data.
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For the avoidance of doubt, this Report is provided by Colliers International Property Advisers UK
LLP and no partner, member or employee shall assume any personal responsibility for it nor shall
owe a duty of care in respect of it.
Yours faithfully

Christopher J Fowler-Tutt BSc MRICS
RICS Registered Valuer
Director
For Colliers International Property Advisers
UK LLP

Russell Francis BSc MRICS
RICS Registered Valuer
Partner
For Colliers International Property Advisers
UK LLP
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APPENDIX I:
GENERAL ASSUMPTIONS AND DEFINITIONS
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GENERAL ASSUMPTIONS & DEFINITIONS
The valuations have been prepared in accordance with the RICS Valuation – Professional
Standards (Incorporating the International Valuation Standards) January 2014 prepared by the
Royal Institution of Chartered Surveyors.
The valuations have been prepared by a suitably qualified valuer, as defined by PS 2.3 of the
Professional Standards, on the basis set out below unless any variations have been specifically
referred to under the heading “Special Remarks”:
MARKET VALUE (MV)
Where we have been instructed to value the property on the basis of Market Value, we have done
so in accordance with VPS 4.1.2 of the Professional Standards issued by The Royal Institution of
Chartered Surveyors, which is defined as follows:
‘The estimated amount for which an asset or liability should exchange on the valuation
date between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing and where the parties had each acted knowledgeably, prudently and without
compulsion’.
The interpretative commentary on Market Value, as published by the International Valuation
Standards Council (IVSC), has been applied.
FAIR VALUE
Valuations based on Fair Value shall adopt one of the two definitions in accordance with VPS 4.1.5
of the Professional Standards.
1.

The definition adopted by International Valuation Standards (IVS) in IVS Framework
paragraph 38.
‘The estimated price for the transfer of an asset or liability between identified
knowledgeable and willing parties that reflects the respective interests of those parties’.

2.

The definition adopted by the International Accounting Standards Board (IASB) in IFRS 13.
‘The price that would be received to sell an asset, or paid to transfer a liability, in an orderly
transaction between market participants at the measurement date’.

It is important to recognise that the two definitions of Fair Value are not the same. Valuations
prepared for financial reporting purposes under IFRS require the adoption of the IASB definition
and IFRS 13 will apply.
The guidance in IFRS 13 includes:
‘The objective of a fair value measurement is to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market
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participants at the measurement date under current market conditions.

A fair value

measurement requires an entity to determine all the following:
(a) the particular asset or liability that is the subject of the measurement (consistently with its
unit of account)
(b) for a non-financial asset, the valuation premise that is appropriate for the measurement
(consistently with its highest and best use)
(c) the principal (or most advantageous) market for the asset or liability
(d) the valuation technique(s) appropriate for the measurement, considering the availability of
data with which to develop inputs that represent the assumptions that market participants
would use when pricing the asset or liability and the level of the fair value hierarchy within
which the inputs are categorised.
The references in IFRS 13 to market participants and a sale make it clear that for most practical
purposes, fair value is consistent with the concept of market value.
MARKET RENT (MR)
Valuations based on Market Rent (MR), as set out in VPS 4.1.3 of the Professional Standards,
adopt the definition as settled by the International Valuation Standards Committee which is as
follows:
‘The estimated amount for which an interest in real property should be leased on the
valuation date between a willing lessor and a willing lessee on appropriate lease terms in
an arm’s length transaction, after proper marketing and where the parties had each acted
knowledgeably, prudently and without compulsion.’
MR will vary significantly according to the terms of the assumed lease contract. The appropriate
lease terms will normally reflect current practice in the market in which the property is situated,
although for certain purposes unusual terms may need to be stipulated. Matters such as the
duration of the lease, the frequency of rent reviews, and the responsibilities of the parties for
maintenance and outgoings, will all impact MR. In certain States, statutory factors may either
restrict the terms that may be agreed, or influence the impact of terms in the contract. These need
to be taken into account where appropriate. The principal lease terms that are assumed when
providing MR will be clearly stated in the report.
Rental values are provided for the purpose described in this report and are not to be relied upon by
any third party for any other purpose.
RENTAL ASSESSMENT
Unless stated otherwise within the report, our valuations have been based upon the assumption
that the rent is to be assessed upon the premises as existing at the date of our inspection.
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PURCHASE AND SALE COSTS
In arriving at our opinion of value we have allowed for purchaser’s costs of 6.50%. This reflects an
allowance for land tax of 5.00%, with the remainder being apportioned between agents and legal
fees.
MEASUREMENTS
We have not undertaken a measured survey of the properties and have relied upon the floor areas
provided. We are unable to provide any warranty as to the accuracy of these figures.
Floor areas are provided for the purpose described in this report and are not to be relied upon by
any third party for any other purpose.
SITE PLAN AND AREA
Where a site area and or site plan has been provided this is for indicative purposes only and should
not be relied upon. We recommend that a solicitors Report on Title be obtained and that the site
boundaries we have assumed are verified and if any questions of doubt arise the matter to be
raised with us so that we may review our valuation.
CONDITION
Unless otherwise stated within the report, we have not carried out a building survey, nor have we
inspected the woodwork or other parts of the structures which are covered, unexposed or
inaccessible and we are, therefore, unable to report that such parts of the property are free from
rot, beetle or other defects.
Where we have noticed items of disrepair during the course of our inspections, they have been
reflected in our valuations, unless otherwise stated.
These include, inter alia, the following:
x

High alumina cement concrete

x

Asbestos

x

Calcium chloride as a drying agent

x

Wood wool slabs on permanent shuttering

x

Polystyrene and polyurethane used as insulation in cladding

None of the services, drainage or service installations was tested and we are, therefore, unable to
report upon their condition.
ENVIRONMENTAL MATTERS
Unless otherwise stated within the report, we have not carried out soil, geological or other tests or
surveys in order to ascertain the site conditions or other environmental conditions of the property.
Unless stated to the contrary within the report, our valuation assumes that there are no unusual
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ground conditions, contamination, pollutants or any other substances that may be environmentally
harmful.
FIXTURES AND FITTINGS
In arriving at our opinions of value we have disregarded the value of all process related plant,
machinery, fixtures and fittings and those items which are in the nature of tenants’ trade fittings and
equipment. We have had regard to landlords’ fixtures such as lifts, escalators, central heating and
air conditioning forming an integral part of the buildings.
Where the property is valued as an operational entity and includes the fixtures and fittings, it is
assumed that these are not subject to any hire purchase or lease agreements or any other claim on
title. No equipment or fixtures and fittings have been tested in respect of Electrical Equipment
Regulations and Gas Safety Regulations and we assume that where appropriate all such
equipment meets the necessary legislation. Unless otherwise specifically mentioned the valuation
excludes any value attributable to plant and machinery.
TENURE, LETTINGS AND REPORTS ON TITLE AND/OR TENANCIES
Unless otherwise stated, we have not inspected the title deeds, leases and related legal documents
and, unless otherwise disclosed to us, we have assumed that there are no onerous or restrictive
covenants in the titles or leases which would affect the value.
We have disregarded any inter-company lettings and have arrived at our valuations of such
accommodation on the basis of vacant possession.
If a solicitors’ Report on Title and/or Tenancies has been provided to us, our valuation will have
regard to the matters therein.

In the event that a Report on Title and/or Tenancies is to be

prepared, we recommend that a copy is provided to us in order that we may consider whether any
of the matters therein have an effect upon our opinion of value.
COVENANT STATUS OF THE TENANT/TENANTS
In the case of properties that are let, our opinion of value is based on our assessment of the
investment market’s perception of the covenant strength of the tenant(s). This has been arrived at
in our capacity as valuation surveyors on the basis of information that is publically available. We
are not accountants or financial experts and we have not undertaken a detailed investigation into
the financial status of the tenants.

We have, however, reviewed where possible third party

commentary, on the principal tenants. Our valuations reflect the type of tenants actually in
occupation or responsible for meeting lease commitments, or likely to be in occupation, and the
market’s general perception of their creditworthiness.
If the covenant status of the tenant(s) is critical to the valuation we recommend that you make your
own detailed enquiries as to the financial viability of the tenant(s) and if your conclusions differ from
our own, provide us with a copy of the report in order that we may consider whether our valuation
should be revised.
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ARREARS
We have assumed that all rents and other payments payable by virtue of the leases have been
paid to date. If there are any rent or other arrears, we recommend that we should be informed in
order that we may consider whether our valuation should be revised.
TAXATION
Whilst we have had regard to the general effects of taxation on market value, we have not taken
into account any liability for tax which may arise on a disposal, whether actual or notional, and
neither have we made any deduction for Capital Gains Tax, Valued Added Tax or any other tax.
MORTGAGES
We have disregarded the existence of any mortgages, debentures or other charges to which the
property may be subject.
OPERATIONAL ENTITIES
Where the property is valued as an operational entity and reference has been made to the trading
history or trading potential of the property, reliance has been placed on information supplied to us.
Should this information subsequently prove to be inaccurate or unreliable, the valuations reported
could be adversely affected.
Our valuations do not make any allowance for goodwill.
LOCAL AUTHORITIES, STATUTORY UNDERTAKERS AND LEGAL SEARCHES
We have not made any formal searches or enquiries in respect of the property and are therefore
unable to accept any responsibility in this connection. We have, however, made informal enquiries
of the local planning authority in whose areas the property is situated as to whether or not they are
affected by planning proposals. We have not received a written reply and, accordingly, have had to
rely upon information obtained verbally.
We have assumed that all consents, licences and permissions including, inter alia, fire certificates,
enabling the property to be put to the uses ascertained at the date of our inspection have been
obtained and that there are not outstanding works or conditions required by lessors or statutory,
local or other competent authorities.
ENERGY PERFORMANCE CERTIFICATES
The European Energy Performance Directive requires that whenever buildings are constructed,
sold or let, they are to be certified in terms of their energy performance and given an energy
efficiency rating.
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In arriving at our opinion of value, unless we have been provided with an EPC or EPC’s with regard
to the property or property, we have assumed that if an EPC or EPC’s were to have been available,
its rating would not have had a detrimental impact upon our opinion of the property market rent and
or capital value.
INSURANCE
In arriving at our valuation we have assumed that the building is capable of being insured by
reputable insurers at reasonable market rates. If, for any reason, insurance would be difficult to
obtain or would be subject to an abnormally high premium, it may have an effect on value.
LIABILITY CAP
Subject to section 243 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”),
read with sections 252 through 254 of the SFA, with the exception of the investors, the liability of
the Valuer (Colliers International) as defined herein is limited to €5,000,000 (Five Million Euros) per
property valued for any single case of damages caused by simple negligence, irrespective of the
legal reason. A single case of damages is defined as the total sum of all the damage claims of all
persons entitled to claim, which arise from one and the same professional error (offence). In the
case of damages suffered from several offences brought about by the same technical error within
the scope of several coherent services of a similar nature, the Valuer can similarly only be held
liable for an amount of €5,000,000.
STANDARD TERMS OF BUSINESS
We confirm that this valuation report has been provided in accordance with our Standard Terms of
Business.
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APPENDIX II:
VALUATION CERTIFICATES
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VALUATION CERTIFICATE
Colliers International Property Advisers UK LLP
Valuation and Advisory Services
50 George Street
London
W1U 7GA
www.colliers.com/uk
TEL
FAX

+44 207 935 4499
+44 207 344 6539

Property

Friedrich-Ebert-Allee 71, 73, 75, 77, Bonn, North Rhine Westphalia,
Germany (“Bonn Campus”)

Client

IREIT Global Group Pte. Ltd. as the Manager of IREIT Global

Purpose of Valuation

For the inclusion in the REIT’s prospectus for the proposed Initial Public
Offering (“IPO”) of IREIT Global
10 September 2013

Date of Inspection
Type of Property

Property Description

Building Assessment

A part 2, 4 and 6 storey modern high-tech office building with an
underground car park situated in the federal quarter, one of the prime
office areas in the city of Bonn.
Constructed in 2008, Bonn Campus comprises four U-shape office
buildings with two, four or six storeys, depending on the section of the
building, with a net lettable area of 32,736 sq m (352,367 sq ft). The
property offers a high standard of office accommodation and building
specification, with extensive and state-of-the-art technical equipment. It
has a two-storey underground car park with 656 parking spaces,
consisting of 644 underground and 12 external parking spaces.
The property is fully let to a wholly-owned subsidiary of Deutsche
Telekom and is situated directly opposite the global headquarters of
Deutsche Telekom, with a pedestrian bridge providing easy access
between both buildings. The property’s proximity and connection to the
global HQ building of its tenant’s parent company underscores its
importance to the Deutsche Telekom Group.
During the course of inspection, the property was found to be fitted out
to a very high specification. The floor plates have regular configurations
with well-placed service cores offering good flexibility for subdivision and
are appropriate for their intended use. The high quality services are
installed in such a way as to permit the property to function as 3
independent self-contained buildings, which further enhances its
flexibility. The fenestration facilitates good natural daylight all around the
building, and is aided by the configuration of the individual buildings on
the landscaped site. The property also has good roadside prominence
from the passing dual carriage way and is set back from it sufficiently by
a service road so as not to impede upon the building.
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Surrounding Infrastructure

Legal Description

Tenure
Site
Gross Built Area
Net Lettable Area*

The property is on the main connecting road of Friedrich-Ebert-Allee
(B9), a four lane dual carriage way that forms the main arterial route into
the Bonn city centre approximately 5 km away. The nearest autobahn
A562 junction is approximately 500 m south of the property and leads to
the Cologne Bonn Airport approximately 26 km to the north. Public
transport connectivity is excellent with regular bus services available and
the nearest train station (U-Bahn) is located 100 m to the north,
providing access to the city centre.
The property is located in the Bundesviertel in the southern part of
Gronau district, next to Dottendorf district. The immediate vicinity is a
popular urban setting populated principally by a mixture of large offices
and low density residential accommodation. Other significant office
tenants in the near vicinity include Deutsche Post DHL Group HQ (in the
prominent Post Tower), Solar World AG HQ, Haribo HQ, Cisco, Ericsson
as well as the United Nations Campus.
Friedrich-Ebert-Allee 71, 73, 75, 77 consisting of 5 land parcels
registered with the local court of Bonn, land register of Dottendorf, folio
10343
Freehold
20,199 sq m / 217,420 sq ft
Above ground – 32,853 sq m / 353,626 sq ft
Below ground – 26,732 sq m / 287,741 sq ft
32,736 sq m / 352,367 sq ft
*measured in accordance with DIN 277, German local practice

Year of Completion
Condition
Town Planning

Gross Current Rent
Tenancies

Basis of Valuation

2008
Good
The property is situated in a “Special Area” for office and administration
uses. Parking is only permitted in underground parking garages with no
more than 10% of spaces permitted above ground. A public right of way
for pedestrian and non-motorised vehicles is in place in the front of the
property.
€6,337,750 per annum
The property is let to GMG Generalmietgesellschaft mbH & Co KG, a
wholly-owned subsidiary of Deutsche Telekom, and the weighted
average unexpired lease term (WAULT) to the earliest termination date
is 9 years as at 31 March 2014.
Market Value – subject to existing tenancies

Valuation Approaches
Date of Valuation
Market Value

Income Capitalisation Method & Discounted Cash Flow Analysis Method
31 March 2014
€100,000,000 (One Hundred Million Euros), net of purchaser’s costs
at 6.50%
Our Market Value is equivalent to €3,055 per sq m of lettable area

Assumptions,
Disclaimers,
Limitations & Qualifications

This valuation certificate is provided subject to the assumptions, qualifications,
limitations and disclaimers detailed throughout the Portfolio report which are
made in conjunction with those included within the Assumptions, Qualifications,
Limitations and Disclaimers section located within this report. Reliance on the
valuation and extension of our liability is conditional upon the reader’s
acknowledgement and understanding of these statements. This valuation is for
the use only of the party to whom it is addressed and for no other purpose. No
responsibility is accepted to any third party who may use or rely on the whole or
any part of the content of this valuation. The Valuer has no pecuniary interest
that would conflict with the proper valuation of the property.

Prepared by
Christopher J Fowler-Tutt BSc MRICS

Russell Francis BSc MRICS

RICS Registered Valuer

RICS Registered Valuer

Director

Partner

For Colliers International
Advisers UK LLP
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Property

For Colliers International
Advisers UK LLP

Property

VALUATION CERTIFICATE
Colliers International Property Advisers UK LLP
Valuation and Advisory Services
50 George Street
London
W1U 7GA
www.colliers.com/uk
TEL
FAX

+44 207 935 4499
+44 207 344 6539

Property

Heinrich-Hertz-Straȕe 3 ,5, 7, Darmstadt, Hesse, Germany
(“Darmstadt Campus”)

Client

IREIT Global Group Pte. Ltd. as the Manager of IREIT Global

Purpose of Valuation

For the inclusion in the REIT’s prospectus for the proposed Initial Public
Offering (“IPO”) of IREIT Global

Date of inspection

9 September 2013

Type of Property

A part 5 / part 7-storey modern office building with an underground car
park situated in the TZ Rhein Main Business Park in Darmstadt.
Constructed in 2007, the property comprises six connected office
buildings with seven and five story sections, in the shape of a double-H
with net lettable area of 30,371 sq m (326,910 sq ft) with 353
underground and 10 surface parking spaces.
The property is fully let to a wholly-owned subsidiary of Deutsche
Telekom and is situated diagonally across a new 21,620 sq m (232,716
sq ft) office building currently under construction which will house a
further 1,300 staff of Deutsche Telekom (T-Systems). This would bring
all of Darmstadt’s approximately 9,000 Deutsche Telekom staff into one
office cluster, and highlights the importance of the property to the
Deutsche Telekom’s operations in Darmstadt, being the city with the
largest concentration of Deutsche Telekom offices outside Bonn.
During the course of inspection, the property was found to be in a good
condition and state of repair having regard to its age and use. The floor
plates are of modern configuration with well-placed service cores
offering reasonable flexibility for subdivision and are appropriate for their
intended use. The continuous fenestration provides good natural
daylight. The property also has good roadside prominence from the
dual carriage way and is set back from it sufficiently so as not to intrude
upon the building.
The property is located to the south of the main road Rheinstraȕe (B26),
which provides direct entry into the city centre towards the east and also
leads to the Frankfurt Rhein Main Airport and Frankfurt city,
approximately 25 km and 30 km to the north, respectively. It has
excellent transport links, being about 1 km across the main road from
the Darmstadt central railway station and has a bus stop located 100 m
away.
The property is located in the TZ (“Technologiezentrum”) Rhein Main
Business Park, which is a key technology office area of Darmstadt and
one of the largest and most modern business parks in the city, with a
total floor area of more than 200,000 sq m. The Business Park is home
to many companies in the same Information, Communications and
Technology (ICT) industry as Deutsche Telekom.

Brief Description

Building Assessment

Surrounding Infrastructure
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Legal Description

Tenure
Site
Gross Built Area
Net Lettable Area

To the north of TZ Rhein Main Business Park across the main road is
the Weststadt Employment District, which provides 17 hectares of mixed
used developments including office, retail and residential. The European
Space Operation Centre is located in this area. Darmstadt University of
Applied Science and P&G Wella HQ are also located southeast of the
property.
Heinrich-Hertz-Str. 3, 5, 7 consisting of 1 land parcel registered with the
local court of Darmstadt, land register of Darmstadt Bezirk 6, folio
12864.
Freehold.
14,948 sq m / 160,899 sq ft
Above ground – 31,225 sq m / 336,103 sq ft
Below ground – 14,227 sq m / 153,138 sq ft
30,371 sq m / 326,910 sq ft
*measured in accordance with DIN 277, German local practice

Year of Completion
Condition
Town Planning

2007
Good
The property is situated in a business park (GE)

Gross Current Rent
Tenancies

€4,715,604 per annum
The property is let to GMG Generalmietgesellschaft mbH & Co KG, a
wholly-owned subsidiary of Deutsche Telekom and the weighted
average unexpired lease term (WAULT) to the earliest termination date
is 8 years and 7 months as at 31 March 2014.
Market Value
Income Capitalisation Method & Discounted Cash Flow Analysis Method
31 March 2014
€64,200,000 (Sixty Four Million Two Hundred Thousand Euros), net
of purchaser’s costs at 6.50%.
Our Market Value is equivalent to €2,114 per sq m of lettable area.

Basis of Valuation
Valuation Approaches
Date of Valuation
Market Value

Assumptions,
Disclaimers,
Limitations & Qualifications

This valuation certificate is provided subject to the assumptions, qualifications,
limitations and disclaimers detailed throughout the Portfolio Report which are
made in conjunction with those included within the Assumptions, Qualifications,
Limitations and Disclaimers section located within this report. Reliance on the
valuation and extension of our liability is conditional upon the reader’s
acknowledgement and understanding of these statements. This valuation is for
the use only of the party to whom it is addressed and for no other purpose. No
responsibility is accepted to any third party who may use or rely on the whole or
any part of the content of this valuation. The Valuer has no pecuniary interest
that would conflict with the proper valuation of the property.

Prepared by
Christopher J Fowler-Tutt BSc MRICS

Russell Francis BSc MRICS

RICS Registered Valuer

RICS Registered Valuer

Director

Partner

For Colliers International Property
Advisers UK LLP

For Colliers International Property
Advisers UK LLP
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VALUATION CERTIFICATE
Colliers International Property Advisers UK LLP
Valuation and Advisory Services
50 George Street
London
W1U 7GA
www.colliers.com/uk
TEL
FAX

+44 207 935 4499
+44 207 344 6539

Property

Mina-Rees-Straȕe 4, Darmstadt, Hesse, Germany
(“Darmstadt Car Park”)

Client

IREIT Global Group Pte. Ltd. as the Manager of IREIT Global

Purpose of Valuation

For the inclusion in the REIT’s prospectus for the proposed Initial Public
Offering (“IPO”) of IREIT Global.
9 September 2013

Date of inspection
Type of Property

Tenure

A multi-storey car parking building with a total of 826 car parking spaces
laid out over 8 above ground parking decks.
The property on Mina-Rees-Str. 4 comprises a multi-storey car park with
total of 826 car parking spaces over 8 split level parking decks. The
property is situated approximately 300 m from the office building on
Heinrich-Hertz-Straȕe.
During the course of inspection, the property was found to be in a good
condition and state of repair with regard to its age and use. The
property has a modern technical specification.
The property is located close to the south main road Rheinstraȕe (B26),
which provides direct entry into the city centre towards the east and also
leads to the Frankfurt Rhein Main Airport and Frankfurt city,
approximately 25 km and 30 km to the north, respectively. It has
excellent transparent links, being about 1 km across the main road from
the Darmstadt central railway station and has a bus stop located 100 m
away.
The property is located in the TZ (“Technologiezentrum”) Rhein Main
Business Park, which is a key technology office area of Darmstadt and
one of the largest and most modern business parks in the city, with a
total floor area of more than 200,000 sq m. The Business Park is home
to many companies in the same Information, Communications and
Technology (ICT) industry as Deutsche Telekom.
To the north of TZ Rhein Main Business Park across the main road is
the Weststadt Employment District, which provides 17 hectares of mixed
used developments including office, retail and residential. The European
Space Operation Centre is located in this area. Darmstadt University of
Applied Science and P&G Wella HQ are also located southeast of the
property.
Mina-Rees-Straȕe 4 consisting of 1 land parcel registered with the local
court of Darmstadt, land register of Darmstadt Bezirk 6, folio 12864.
Freehold

Site Area

3,745 sq m / 40,311 sq ft

Gross Built Area

Above ground – 21,671 sq m / 233,264 sq ft

Net Lettable Area

n/a

Year of Completion

2007

Condition

Good

Town Planning

The property is situated in a business park (GE)

Gross Current Rent

€763,992 per annum

Brief Description

Building Assessment

Surrounding Infrastructure

Legal Description
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Tenancies

Basis of Valuation

The property is let to GMG Generalmietgesellschaft mbH & Co KG, a
wholly-owned subsidiary of Deutsche Telekom and the weighted
average unexpired lease term (WAULT) to the earliest termination date
is 8 Years and 7 months as at 31 March 2014.
Market Value – subject to existing tenancies

Valuation Approaches
Date of Valuation
Market Value

Income Capitalisation Method & Discounted Cash Flow Analysis Method
31 March 2014
€9,900,000 (Nine Million Nine Hundred Thousand Euros), net of
purchaser’s costs at 6.50%

Assumptions,
Disclaimers,
Limitations & Qualifications

This valuation certificate is provided subject to the assumptions, qualifications,
limitations and disclaimers detailed throughout the Portfolio Report which are
made in conjunction with those included within the Assumptions, Qualifications,
Limitations and Disclaimers section located within this report. Reliance on the
valuation and extension of our liability is conditional upon the reader’s
acknowledgement and understanding of these statements. This valuation is for
the use only of the party to whom it is addressed and for no other purpose. No
responsibility is accepted to any third party who may use or rely on the whole or
any part of the content of this valuation. The Valuer has no pecuniary interest
that would conflict with the proper valuation of the property.

Prepared by
Christopher J Fowler-Tutt BSc MRICS

Russell Francis BSc MRICS

RICS Registered Valuer

RICS Registered Valuer

Director

Partner

For Colliers International
Advisers UK LLP
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Property

For Colliers International
Advisers UK LLP

Property

VALUATION CERTIFICATE
Colliers International Property Advisers UK LLP
Valuation and Advisory Services
50 George Street
London
W1U 7GA
www.colliers.com/uk
TEL
FAX

+44 207 935 4499
+44 207 344 6539

Property

Gartenstraȕe 217, Münster, North Rhine Westphalia, Germany
(“Münster North Campus & Car Park”)

Client
Purpose of Valuation

Tenure

IREIT Global Group Pte. Ltd. As the Manager of IREIT Global
For the inclusion in the REIT’s prospectus for the proposed Initial Public
Offering (“IPO”) of IREIT Global
9 September 2014
A 6-storey modern office building with underground car park and
separate car park building with six above ground decks situated in the
Zentrum Nord business park.
Constructed in 2007, the property comprises a six-storey office building
with a net lettable area of 13,829 sq m / 148,854 sq ft and 46 parking
spaces. The property has floor plates which are of modern configuration,
and has undergone additional internal refurbishment with high quality
finishing and fit-out specification.
The building is of reinforced framed construction with a flat roof covered
in mineral felt and gravel. The property has a white façade with
horizontal window bands and a perforated facade facing the courtyard.
The second building forming part of the property is a separate multistorey car park with six above ground parking desk and a total of 422
parking spaces.
During the course of inspection, the property was found to be in good
condition and state of repair having regard to its age and use. The floor
plates of the office building are of modern configuration with well-placed
service cores offering reasonable flexibility for subdivision and are
appropriate for their intended use. The fit-out specification is of a high
quality. The multi-storey car park is of modern construction and good
quality.
The property is situated in Zentrum Nord, and is linked to Münster city
centre approximately 2.5 km south via the main road K13, as well as via
the railway, which is accessible from the Zentrum Nord Central Station
located nearby. The Münster Osnabrück International Airport is located
within 26 km to the northeast of the property via the highway B219.
Zentrum Nord is one of the largest office locations in Münster, and is
home to a range of other prominent companies and organisations such
as IBM, Sparda-Bank, German State Pension & Insurance, as well as a
diverse range of consultancy and insurance companies. The area is
dominated by the main administration offices of large corporations or
public sector institutions, as well as commercial offices from the
insurance, banking, IT, publishing and biotechnology industries. The
city has a large student population as Münster is home to many
institutions of higher education, including the University of Münster and
the University of Applied Sciences.
Gartenstraȕe 217 consisting of 4 land parcels registered with the local
court of Münster, land register of Münster, folio 63366.
Freehold

Site

11,470 sq m / 123,462 sq ft

Date of Inspection
Type of Property

Brief Description

Building Assessment

Surrounding Infrastructure

Legal Description
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Gross Built Area

Net Lettable Area

Above ground – 14,395 sq m / 154,946 sq ft
Below ground – 4,009 sq m / 43,152 sq ft
Car park – 11,407 sq m / 122,784 sq ft
13,829 sq m / 148,854 sq ft
*measured in accordance with DIN 277, German local practice

Year of Completion
Condition
Town Planning
Gross Current Rent
Tenancies

Basis of Valuation
Valuation Approaches
Date of Valuation
Market Value

Assumptions,
Disclaimers,
Limitations & Qualifications

2007
Good
The property is situated in a core area (“Kerngebiet”). Uses that are not
permitted are petrol stations, retail and places of public entertainment
€2,012,073 per annum
The property is let single let to GMG Generalmietgesellschaft mbH & Co
KG, a wholly-owned subsidiary of Deutsche Telekom and the weighted
average unexpired lease term (WAULT) to the earliest termination date
is 8 years as at 31 March 2014.
Market Value – subject to existing tenancies
Income Capitalisation Method & Discounted Cash Flow Analysis Method
31 March 2014
€28,400,000 (Twenty Eight Million Four Hundred Thousand Euros),
net of purchaser’s costs at 6.5%
Our Market Value is equivalent to €2,054 per sq m of lettable area.
This valuation certificate is provided subject to the assumptions, qualifications,
limitations and disclaimers detailed throughout the Portfolio Report which are
made in conjunction with those included within the Assumptions, Qualifications,
Limitations and Disclaimers section located within this report. Reliance on the
valuation and extension of our liability is conditional upon the reader’s
acknowledgement and understanding of these statements. This valuation is for
the use only of the party to whom it is addressed and for no other purpose. No
responsibility is accepted to any third party who may use or rely on the whole or
any part of the content of this valuation. The Valuer has no pecuniary interest
that would conflict with the proper valuation of the property.

Prepared by
Christopher J Fowler-Tutt BSc MRICS

Russell Francis BSc MRICS

RICS Registered Valuer

RICS Registered Valuer

Director

Partner

For Colliers International
Advisers UK LLP
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Property

For Colliers International
Advisers UK LLP

Property

VALUATION CERTIFICATE
Colliers International Property Advisers UK LLP
Valuation and Advisory Services
50 George Street
London
W1U 7GA
www.colliers.com/uk
TEL
FAX

+44 207 935 4499
+44 207 344 6539

Property

Gartenstraȕe 215, Münster, North Rhine Westphalia, Germany
(“Münster South Campus”)

Client

IREIT Global Group Pte. Ltd. as the Manager of IREIT Global

Purpose of Valuation

For the inclusion in the REIT’s prospectus for the proposed Initial Public
Offering (“IPO”) of IREIT Global.
9 September 2013
A 6-storey modern office building with underground car park situated in
the Zentrum Nord business park.
Constructed in 2007, the property comprises a six-storey office building
with a net lettable area of 13,354 sq m (143,741 sq ft) and 100
underground and 20 surface parking spaces. The property has floor
plates which are of modern configuration, and has undergone additional
internal refurbishment with high quality finishing and fit-out specification.
The building is of reinforced framed construction with a flat roof covered
in mineral felt and gravel. The property has a white façade with
horizontal window bands and a perforated facade facing the courtyard.
During the course of inspection, the property was found to be in good
condition and state of repair having regard to its age and use. The floor
plates are of modern configuration with well-placed service cores
offering reasonable flexibility for subdivision and are appropriate for their
intended use. The fit-out specification is of a high quality.
The property is situated in Zentrum Nord, and is linked to Münster city
centre approximately 2.5 km south via the main road K13, as well as via
the railway, which is accessible from the Zentrum Nord Central Station
located nearby. The Münster Osnabrück International Airport is located
within 26 km to the northeast of the property via the highway B219.
Zentrum is one of the largest office locations in Münster, and is home to
a range of other prominent companies and organisations such as IBM,
Sparda-Bank, German State Pension & Insurance, as well as a diverse
range of consultancy and insurance companies. The area is dominated
by the main administration offices of large corporations or public sector
institutions, as well as commercial offices from the insurance, banking,
IT, publishing and biotechnology industries. The city has a large student
population as Münster is home to many institutions of higher education,
including the University of Münster and the University of Applied
Sciences.
Gartenstraȕe 215 consisting of 2 land parcels registered with the local
court of Münster, land register of Münster, folio 63367
Freehold

Date of Inspection
Type of Property
Brief Description

Building Assessment

Surrounding Infrastructure

Legal Description
Tenure
Site Area
Gross Built Area
Net Lettable Area

6,897 sq m / 74,239 ft
Above ground – 14,395 sq m / 154,946 sq ft
Below ground – 1,942 sq m / 20,903 sq ft
13,354 sq m / 143,741 sq ft
*measured in accordance with DIN 277, German local practice

Year of Completion

2007
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Condition
Town Planning
Gross Current Rent
Tenancies

Basis of Valuation

Good
The property is situated in a core area (“Kerngebiet”). Uses that are not
permitted are petrol stations, retail and places of public entertainment
€1,773,341 per annum
The property is single let to GMG Generalmietgesellschaft mbH & Co
KG, a wholly-owned subsidiary of Deutsche Telekom and the weighted
average unexpired lease term (WAULT) to the earliest termination date
is 3 years as at 31 March 2014.
Market Value – subject to existing tenancies

Valuation Approaches
Date of Valuation
Market Value

Income Capitalisation Method & Discounted Cash Flow Analysis Method
31 March 2014
€22,500,000 (Twenty Two Million Five Hundred Thousand Euros),
net of purchaser’s costs at 6.5%
Our Market Value is equivalent to €1,685 per sq m of lettable area

Assumptions,
Disclaimers,
Limitations & Qualifications

This valuation certificate is provided subject to the assumptions, qualifications,
limitations and disclaimers detailed throughout the Portfolio Report which are
made in conjunction with those included within the Assumptions, Qualifications,
Limitations and Disclaimers section located within this report. Reliance on the
valuation and extension of our liability is conditional upon the reader’s
acknowledgement and understanding of these statements. This valuation is for
the use only of the party to whom it is addressed and for no other purpose. No
responsibility is accepted to any third party who may use or rely on the whole or
any part of the content of this valuation. The Valuer has no pecuniary interest
that would conflict with the proper valuation of the property.

Prepared by
Christopher J Fowler-Tutt BSc MRICS

Russell Francis BSc MRICS

RICS Registered Valuer

RICS Registered Valuer

Director

Partner

For Colliers International
Advisers UK LLP

COLLIERS INTERNATIONAL PROPERTY ADVISERS UK LLP
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Valuation and Advisory Services
50 George Street
London
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IREIT Global Group Pte. Ltd.

Cushman & Wakefield LLP
Rathenauplatz 1
60313 Frankfurt am Main
Tel +49 (69) 50 60 73 0
Fax +49 (69) 50 60 73 400
www.cushmanwakefield.de
E-Mail: info.de@eur.cushwake.com

(in its capacity as manager of IREIT Global)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(in its capacity as trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre Tower 3
Singapore 018982

March 31, 2014

Certificate for the Purpose of Initial Public Offering for the office property “Concor
Park”, located at Bahnhofstraße 12 and Dywidagstraße 1, Bahnhofstraße 16, 18, 20, Munich (borough of Dornach), Germany
Dear Sirs,
In accordance with our Job Arrangement Letter dated November 01, 2013 we have prepared a Valuation

Report for the office property “Concor Park”, located at Bahnhofstraße 12 and Dywidagstraße 1,
Bahnhofstraße 16, 18, 20, Munich (borough of Dornach), Germany.

According to our Job Arrangement Letter with the client, IREIT Global Group Pte. Ltd. and DBS
Trustee Limited (in its capacity as trustee of IREIT Global) (together “the Client”), the Valuation Report is for the purpose of an Initial Public Offering (“IPO”). This Valuation Certificate is an abstract of
the full Valuation Report only. We have been informed by the Client that this Valuation Certificate is
for inclusion in a Prospectus to be issued in relation to an IPO on the Main Board of the Singapore
Exchange Securities Trading Limited (“SGX-ST”).
Valuation Approach:
The value of the property has been assessed in accordance with the Market Value definition relevant
to international property valuations. The definition of Market Value (“MV”) is settled by the
International Valuation Standards Committee (International Valuation Standards IVS Standard 1,
Market Value Basis of Valuation) as well as the Royal Institution of Chartered Surveyors, London
(Appraisal and Valuation Standards PS 3.2). Accordingly, the Market Value is:
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“The estimated amount for which an asset or a liability should exchange on the date of valuation between a
willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein the parties had
each acted knowledgeably, prudently and without compulsion.”
The effective date of the appraisal is March 31, 2014. The effective date of the appraisal is relevant to
the nature and condition of the subject property and to the general state of the property market.
The subject property is an office building, which is held as a commercial real estate investment and is
priced in its market context accordingly. In accordance with your instruction, we have applied an
income-based approach in the form of the Discounted Cash Flow (“DCF”) Method as the main
valuation method. In order to reflect the sustainable and stable net operating income (“NOI”) at the
end of the assumed holding period, we have adopted a cash flow period of 14 years. In accordance
with current market practice we have assumed that all payments are made annually in arrears. The
annual rate of inflation is assumed to be 2.0%. The inflation rate affects both regular and irregular
expenses, and is the basis for any rent adjustment clauses for both current and market-based lease
contracts.
The application of the Discounted Cash Flow Method is in accordance with the requirements of the
International Valuation Standards, Concepts/Principles No. 9.2.1.2, for the use of an income-based
approach to value. In this context we have not made a separate assessment of the underlying land
value. Tax liabilities and other such capital costs are not reflected.
We have also used the Depreciated Replacement Costs Method as a cross-check.
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Valuation Summary:
Date of Valuation:
Address of Property:

March 31, 2014
Bahnhofstraße 12 and Dywidagstraße 1, Bahnhofstraße
16, 18, 20, Munich (borough of Dornach), Germany

Valuation Prepared for:

IREIT Global Group Pte. Ltd.
DBS Trustee Limited

Type of Property:

5-storey multi-tenant office building, including a separate parking garage

Property Description:

Constructed in 1978 before being fully refurbished in
2011, Concor Park is a newly refurbished business
park comprising three linked five-storey buildings with
net lettable area of 31,216 sq m (336,006 sq ft), as well
as a newly built multi-storey car park with 512 parking
spaces. Additionally, the property has been refurbished
to a high specification and environmental standard that
it has recently been invited to receive the Green Building Silver Certificate from the German Society for Sustainable Building on July 01, 2014. It would then be the
first redevelopment in Germany to receive such an accolade. Concor Park is let to 12 tenants, of which the
top 3 tenants by rental income are ST Microelectronics, Allianz and European Bank for Fund Services
(“Ebase”). The tenants are from a diverse range of industries and nationalities, and this is testament to the
positive business environment and connectivity of the
city.

Surrounding Infrastructure:

The property has direct access to highway A94, which
leads to the Munich city centre approximately 10.5 km
towards the west. The road also links to the ring motorway A99, which leads to a 30 minute drive up to
the Munich International Airport 38 km northeast of
the property. There is also the Riem S-Bahn station located immediately south of the property which provides regular services to the city centre as well. Concor Park's location in the Aschheim-Dornach district is

Cushman & Wakefield LLP
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also close to the Munich International conference / exhibition centre, about 4 km towards the east, which is
a significant driver of business demand in the area.
Legal Description:

Magistrates Court of Munich, land register of Dornach,
Folio 12, sheet 484, land parcels 362/7 and 362/2

Tenure:

Freehold

Land Area:

29,886 sq m (321,690 sq ft)

Net Lettable Area:

31,216 sq m (336,006 sq ft)

Gross Built Area:

Total Concor Park (excludes Car Park): 36,543 sq m
(393,345 sq ft)
x Above ground: 22,689 sq m (244,222 sq ft)
x Below ground: 13,854 sq m (149,123 sq ft)
x Car Park building (above ground): 5,478 sq m
(58,965 sq ft)

Number of Parking Spaces:

512

Condition of Building / Areas:

Good

Tenancy / Occupancy:

The subject property is let to twelve tenants. One of
the tenants includes the vendor Münchner Grund Immobilien Bauträger AG, which has entered into a legally binding lease for a vacant unit that will commence
for a period of three years from July 01, 2014.

Planning Law:

According to the information provided, a land development plan "Dornach, Gewerbe- und Sondergebiet
westlich der ST 2082 (alt) – Teilbereich 1 Nördlich der
S-Bahn (Grenzstrasse)" dated 15 April 1999 applies to
the subject property. The plan designates the area as
commercial area (GE), with a maximum ground area
allowance (GR) of 15,117 sq m and a maximum floor
area allowance of 44,065 sq m. In addition, the number
of storeys is limited to six plus an attic storey.

Methods of Valuation:

Discounted Cash Flow Method and Depreciated Replacement Costs Method

Cushman & Wakefield LLP
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Terminal Yield:

5.50%

Discount Rate:

6.50%

Basis of Valuation:

Market Value in accordance with International Valuation Standards (IVS) Committee, as well as the Royal
Institution of Chartered Surveyors (RICS)

Market Value:

€ 59,100,000
(Fifty Nine Million One Hundred Thousand Euros)
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Disclaimer:
We have prepared this Valuation Certificate for publication in the Prospectus and specifically disclaim
liability to any person in the event of the inclusion of any omission or false or misleading statement in
the prospectus, other than in respect of the information provided within the Valuation Certificate.
We do not make any warranty or representation as to the accuracy of the information in any part of
the Prospectus other than that expressly made or given in this Valuation Certificate.
Our assessment is based on information which was supplied to us by the Client or third parties instructed by the Client or which we have obtained from our enquiries and the property inspection on
November 04, 2013, as set out in the full Valuation Report. This information includes, among other
things, legal and technical due diligence reports, a land registry extract, rent roll and floor plans. We
have relied on this being correct and complete, and on there being no undisclosed matters which
would affect the nature of our advice.
We have not made any investigations into the structural integrity of the building involving the removal or destruction of construction elements. Any remarks relating to covered building elements
are based solely on information provided to us or are the result of intuitive analysis.
The reported analyses, opinions and conclusions are limited only by the reported assumptions and
limiting conditions and constitutes our unbiased professional analyses, opinions and conclusions. We
have no present or prospective interest in the properties and are not a related corporation of, nor
do we have a relationship with, the property owner(s), the Client, the advisors or other party/parties
with whom the Client is contracting.
The valuers’ compensation is not contingent upon the reporting of a predetermined value or direction in value that favours the cause of the client, the amount of the value estimate, the attainment of
a stipulated result, or the occurrence of a subsequent event.
We hereby certify that the Valuers undertaking the valuation are authorized to practice as valuers
and have the necessary experience in valuing this type of property.
Kind regards,

CUSHMAN & WAKEFIELD LLP
Chartered Surveyors

Dipl.-Ing. Martin Belik MRICS
Partner

i.A. Timo Bill MRICS, CIS HypZert (F)
Associate
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David Hutchings
Partner, Head of European Research

Cushman & Wakefield LLP
43/45 Portman Square
London
W1A 3BG
UK
T +44 (0) 20 7935 5000
F +44 (0) 20 7152 5360
www.cushmanwakefield.com

31, March, 2014
IREIT Global Group Pte. Ltd.
(in its capacity as manager of IREIT Global)
158 Cecil Street #11-01
Singapore 069545
DBS Trustee Limited
(in its capacity as trustee of IREIT Global)
12 Marina Boulevard, Level 44
Marina Bay Financial Centre, Tower 3
Singapore 018982

Independent Review of the German Office Property Market

Dear Sirs

Thank you for instructing Cushman & Wakefield LLP to provide you with assistance with this matter.
Our terms of reference are to provide an overview of the German economy and property market and specifically to
review the office real estate market and key cities together with specific locations, at a market rather than asset
level, where target properties are located, namely Bonn, Darmstadt, Münster and Munich-Dornach.
The report is enclosed herewith and I trust you will find this meets your requirements.

Sincerely,

David Hutchings
Partner, Head of European Research
T +44 (0) 207 152 5029
M +44 (0) 7793 808 029
david.hutchings@eur.cushwake.com

Cushman & Wakefield LLP is a limited liability partnership registered in England & Wales with registration number OC328588. The term partner is used to refer to
a member of Cushman & Wakefield LLP or an employee or consultant with equivalent standing and qualifications. A list of members of the LLP is open to
inspection at our registered office at 43/45 Portman Square, London, W1A 3BG. Regulated by RICS.

F-2

Germany Offices

IREIT Global

March 2014

Contents
1.0

2.0

3.0

4.0

The Economy
1.1

Economic and Macro Overview

1.2

The Market in Numbers

1.3

Germany in the European context

1.4

Business Investment

1.5

Main Industries

1.6

Economic Outlook

1.7

Political Climate

1.8

Demographic Position

1.9

Public Finances and Trade Balance

Overview of the German Office Property Market
2.1

German Real Estate Market

2.2

German Office Real Estate Market

2.3

Property Market Performance & Outlook

2.4

Government Policies and the Property Market Impact

2.5

City Comparison

Key Markets
3.1

Bonn

3.2

Darmstadt

3.3

Münster

3.4

Munich-Dornach

Appendices
4.1

Key Transactions in the Office Sector

4.2

Limiting Conditions and Caveats

Cushman & Wakefield, European Research Group

F-3

2

Germany Offices

IREIT Global

March 2014

1.0

The Economy

1.1.

Economic and Macro Overview

The German economy is outperforming most countries in the eurozone, with steady rather than strong growth but a high
level of resilience and low volatility in a market typified by low inflation and consensus decision making.
Current growth appears to be broadening out from exports to embrace higher domestic consumption and the actions of
the new coalition government – such as a guaranteed minimum wage – may bolster consumer confidence further. At the
same time however it also raises concerns over the ongoing competiveness of the German business sector and the need
for the reforms of the last 10 years to be deepened – particularly given the increasingly challenged position of the
country’s demographic base. There are for example some concerns over the declining workforce as the population ages,
and over resistance to competition in services, in particular, as well as a high level of bureaucracy when setting up a
company.
Looking over the period 2014-2015, while some parts of the economy are still suffering from short term weakness,
domestic demand should improve, with above-inflation wage growth and a more buoyant labour market having already
lifted consumer confidence to a five year high. GDP growth is also being supported by a rebound in business investment
and a slow expansion of private consumption, while net exports are again contributing positively to growth and as a result,
Germany is expected to be a steady engine of growth and to outperform the eurozone average over the coming years.

1.2.

The Market in Numbers

Germany is the fourth largest economy in the world and the largest in the eurozone. It is also the largest real estate market
in the eurozone and the second largest real estate investment market in Europe after the UK, clearly making it a top target
for a broad range of domestic and international occupiers and investors.
The country is viewed as a safe haven due to its mature property market and a transparent business environment and
companies enjoy stable but steady growth due to the good availability of highly skilled labour, flexible wages due to past
reforms, quality infrastructure and strong research capabilities.
Indicator

Source

Period

Germany

Eurozone

EU28

GDP

Oxford Economics

2013

€2,742bn

€9,583bn

€13,081bn

GDP growth (annual average)

Oxford Economics

2003-2013

1.1%

0.8%

1.1%

GDP per capita

Oxford Economics

2013

€33,512

€28,800

€25,767

Inflation per annum

Oxford Economics

2003-2013

1.6%

2.1%

2.3%

Population

Oxford Economics

2013

81.8m

332.7m

507.7m

Population Growth (annual average)

Oxford Economics

2003-2013

-0.1%

0.4%

0.3%

Urbanisation (% of total pop)

World Bank

2011

74.1%

75.8%

74.1%

Corruption Score (100 = least corrupt)

Transparency Intl

2013

78

65*

63*

Ease of Doing Business (Rank of 189, 1 is best)

World Bank

2013

21

41*

39*

Political Risk Score (100 = most risky)

EIU

2013

18

29*

28*

* An average score for all member countries
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Germany in the European context

The eurozone economy is strengthening after the initial signs of recovery emerged in the second half of 2013 and it is
expected to increasingly reap the benefits of structural reforms and debt-reduction measures and stay on a gradual exportdriven growth path. The picture is mixed, however, with some countries expected to continue to suffer from eroded
competitiveness and/or weak consumer demand on the back of austerity, high unemployment and falling real incomes.
In this context, the German economy has outshone most in the region, with a quick rebound from the financial crisis
leading to the country’s GDP returning to the pre-recession level as soon as 2011 against 2014 projected for the EU and
2015 projected for the eurozone.
What is more, the country is expected to continue to see a robust and balanced recovery as the ongoing strength of the
export sector, fuelled by recovering demand from the eurozone and acceleration in US and emerging markets, will be
supported by healthier domestic consumer spending.
German household consumption is expected to diverge further from other core eurozone countries as conditions for
expanding private consumption remain favourable as a result of a low debt burden and robust wage growth on the back
of falling unemployment and the introduction of a minimum wage. After a muted 2013, consumer spending is expected
to grow by 1.1% in 2014 and 1.8% in 2015 according to Oxford Economics compared to 0.6% and 1.2% for the
eurozone.
Increasing construction activity also sets Germany apart from the other eurozone members and underlines its economic
strength as does the lesser need for austerity measures due to moderate public debt, a balanced budget and low financing
costs.
Recent confidence surveys confirm the bright outlook for the economy, with economic sentiment in February 2014 at its
highest level since mid-2011 and flash composite PMI for February at a 32-month high of 56.1 compared to 52.7 for the
eurozone. German GDP is expected to be one of the eurozone’s best performers in 2014 and 2015 according to
Consensus Forecasts with growth of 1.8% and 2% respectively, significantly exceeding the eurozone average of 1% and
1.4%.

GDP growth (Index 2008 = 100)
115
110
105
100
95

Eurozone

Germany

EU

90
2008 2009 2010 2011 2012 2013 2014F 2015F 2016F 2017F 2018F
Source: Oxford Economics and Cushman & Wakefield
* The eurozone consists of Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Latvia, Malta,
Netherlands, Portugal, Slovakia, Slovenia and Spain, while the EU additionally includes Bulgaria, Croatia, Czech Republic, Denmark, Hungary, Lithuania,
Poland, Romania, Sweden and the United Kingdom.
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Business Investment

The current upswing in GDP growth is anticipated to lead to an improvement in total fixed investment of 3.8% in 2014
and this pace should be sustained in 2015.

10%
5%
0%
-5%
-10%
-15%

FDI, inward

Total investment y/y change

FDI €bn

FDI into Germany & Total Fixed Investment
70
60
50
40
30
20
10
0

Total fixed investment, real y/y

Source: Oxford Economics and Cushman & Wakefield

Foreign Direct Investment into the German economy reached €46.7bn in 2012 and is estimated at €48bn for 2013 and to
then accelerate further to €49.6bn in 2014.
City

Jobs created from FDI
(2013)

Jobs created from FDI
(2003 – 2013 average)

Jobs created from FDI
(2008 – 2013 average)

Berlin

2,123

2,870

3,696

Frankfurt am Main

2,300

1,768

2,258

Munich

1,873

1,625

1,916

Hamburg

1,027

1,161

965

Dusseldorf

613

733

991

Duisburg

431

226

337

Darmstadt

97

86

157

Bonn

23

47

34

Source: fDi Intelligence, Financial Times and Cushman & Wakefield

Berlin has been on average the largest destination for FDI, with 2,123 jobs created in 2013 and an average of 2,870 new
jobs created annually in the 2003-2013 period. Frankfurt is the second most popular location, with an average of 1,768
jobs per annum over the 10 years to 2013, followed by Munich with 1,625 jobs per annum.
Top investor countries into
Germany

Total Number of Jobs
Created by each Country (2013)

Total Number of Jobs
Created by each Country (Jan 2003 - Jan 2014)

United States

6,860

88,448

UK

2,067

22,844

Switzerland

2,829

22,614

Netherlands

1,163

22,337

France

2,802

21,967

Austria

1,213

16,859

Japan

1,073

13,961

Sweden

520

13,272

Russia

368

12,224

Australia

120

9,223

Source: fDi Intelligence, Financial Times and Cushman & Wakefield
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Between January 2003 and October 2013 a total of 5,970 FDI projects were completed, accounting for 3.7% of global
FDI. They amounted to €133.29 bn in total capital investment, with an average of €22.18m per project. During the
period, a total of 342,081 jobs were created by foreign investors across Germany.
Germany’s appeal as an FDI destination stems from its highly skilled workforce, a flexible labour market and quality
infrastructure, which jointly make it a suitable location for European headquarters for global firms. In addition, its world
class technological and research capabilities attract knowledge-seeking investment by less technologically developed firms
from the emerging markets.

1.5.

Main Industries

Services account for over 70% of German GDP, with public administration, healthcare and social work the largest subsector, followed by real estate and wholesale and retail trade.
Service Sub-Sector

Sub-Sector GVA as % of
national GDP (2012)

Healthcare, social work, public
administration & defence

13.5%

Real estate activities

11.5%

Wholesale and retail trade

9.4%

Professional, scientific & technical

6.1%

Information & communication

5.3%

Financial & insurance activities

5.3%

Administrative & support activities

4.7%

Transportation & storage

4.3%

Education

4.2%

Other services

3.0%

Accommodation & food services

1.5%

Arts, entertainment & recreation

1.4%

TOTAL

70.2%

3.80%

0.70%
Industry
25.30%

Services
Construction

70.20%
Agriculture and
Forestry

Source: Oxford Economics and Cushman & Wakefield

Germany is home to many globally-recognised firms and brands, with some of the most notable examples being Adidas,
Allianz, Audi, BASF, Bayer, Bosch, BMW, Mercedes-Benz, Deutsche Bank, Deutsche Post, Deutsche Telekom, Diezel,
Grundig, E.ON, METRO, Opel, Porsche, Puma, Siemens and Volkswagen Group.

1.6.

Economic Outlook

As noted, strong economic fundamentals, low corporate and household debt and favourable credit conditions will see
Germany continuing to perform well ahead of the eurozone average in the next few years. In the property sector,
occupational and investment activity will also steadily rise although compared to historic averages, growth will remain
hampered by the lack of prime opportunities.
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GDP and business investment growth
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Business investment, real

Source: Oxford Economics and Cushman & Wakefield

1.6.1. GDP outlook
Germany is expected to gain significant momentum in 2014 and 2015 after a relatively muted 2013. Growth is anticipated
to moderate thereafter but remain above the eurozone average.

GDP growth forecast
2.0%
1.5%
1.0%
0.5%
0.0%
-0.5%
2013

2014F

2015F
Eurozone

2016F

2017F

2018F

Germany

Source: Oxford Economics and Cushman & Wakefield

1.6.2. Long-term economic stability outlook
Germany ranks a joint 7th with Austria in the Oxford Economics’ risk index of the most stable economies in Europe. The
country is expected to rank 8th in the period 2014-2018.
Oxford Economics’ country risk rank
Country

2012

2013

2014F

2015F

2014-2018F

Sweden

1

1

1

1

1

Switzerland

2

2

2

2

2

Norway

3

3

3

3

3

Luxembourg

4

4

4

4

4

Denmark

6

6

6

6

5

Finland

5

5

5

5

6

Austria

9

9

8

7

7

Germany

8

8

7

8

8

Netherlands

7

7

9

9

9

United Kingdom

12

10

11

10

10

Source: Oxford Economics and Cushman & Wakefield
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1.6.3. Credit rating
Germany is one of only 3 countries in the eurozone and 7 countries in Europe to hold an AAA ranking from all three
main rating agencies - Fitch, Moody’s and Standard & Poor - with the other countries being Denmark, Finland,
Luxembourg, Norway, Sweden and Switzerland. Although the stock of public debt is large at around 80% of GDP, the
balanced budget and a commitment to fiscal discipline reduce risks to public finances. Long-term debt commitments
associated with eurozone bailouts of recent years are the main threat to the country’s credit worthiness.

1.6.4. External and domestic demand
Exports are anticipated to remain the main engine of growth within the German economy, albeit with a steady year-onyear rise in contribution from domestic demand.

Exports vs domestic demand (Y/y growth)
40%
30%
20%
10%
0%
-10%
-20%
-30%
-40%
-50%
2008

2010

2012

2014F

Domestic demand, real

2016F

2018F

Net exports, real

Source: Oxford Economics and Cushman & Wakefield

1.6.5. Labour market dynamics
The strength of the German labour market has its source in ambitious reforms implemented in early 2000s, which
introduced greater flexibility and helped to prevent large increases in unemployment even at the height of the financial
crisis. More recently, expanding business activity and rising confidence has resulted in a healthy pace of hiring. The
unemployment rate is now low by historical and international standards at 5.3% on the ILO (International Labour
Organisation) definition and is expected to remain stable in the medium term. Germany boasts the lowest youth
unemployment rate in the eurozone and one of the highest overall labour and female participation rates. Employment
levels are anticipated to rise in the medium term.
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2014F 2016F 2018F

Number employed (m)

Unemployment rate %

The Employment Market Over Time

Unemployment rate, ILO

Source: Oxford Economics and Cushman & Wakefield
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Political Climate

Germany is politically stable and is governed by a coalition of the centre-right CDU/CSU and the social Democratic SPD
party. Chancellor Angela Merkel is currently serving her third consecutive term in office having secured a victory in
elections in September 2013 notwithstanding the strong domestic opposition to the bailout packages for weaker countries
in the eurozone. Previous coalition partners, the liberal FDP party, did however suffer in the elections and hence after
protracted negotiations, the CDU/CSU formed what is known as a grand coalition with the previous opposition SPD
party.

1.8.

Demographic Position

Germany is the eurozone’s largest country by population and also one of the oldest. According to the World Bank, the
country has seen its 65 and over population increase from 19% in 2006 to 20% in 2010, while the young generation, aged
0 to 14, has declined from 14% to 13% in the same period. Eurostat has predicted there will be less than two people of
working age for every retired person in Germany by 2040.
Indicator

Source

Period

Germany

Eurozone

Unemployment rate (ILO definition)

Oxford Economics

2013

5.3%

12.1%

Labour participation rate

Oxford Economics

2013

80.9%

75.3%

Population growth (annual average)

Oxford Economics

2003-2013

-0.1%

0.4%

These issues lead some – such as the United Nations – to forecast a considerable fall in Germany’s workforce over the
next few decades – although this view is not universal, with some expecting Germany to continue to carefully manage
inward migration to bolster its workforce in the years to come.

1.9.

Public Finances and Trade Balance

Although the stock of public debt stands at around 80% of GDP according to the Maastricht definition adopted by
Eurostat, it has been declining since 2012 and further steady falls are anticipated given the government’s commitment to
fiscal discipline and low borrowing costs as the country maintains its status as a safe haven. In addition, Germany’s budget
is balanced and its current account balance has been in surplus territory incessantly since 2002 due to the strong export
sector.
Indicator

Source

Period

Germany

Eurozone

Current account balance (as % of GDP)

Oxford Economics

2013

7.3%

2.3%*

Budget balance (as % of GDP)

Eurostat

2012

0.1%

-3.7%

Public debt (as % of GDP)

Eurostat

2013Q2

79.8%

93.4%

*Estimate
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2.0

Overview of the German Office Property Market

2.1.

German Real Estate Market

As noted, the German economy is again picking up speed and although month by month figures remain volatile, analysts
are maintaining their generally good prognosis for the economy due to their confidence in the resilience of domestic
demand and the competitiveness of German producers. Entrepreneurial sentiment is similarly significantly more
optimistic about future business expectations and consumers are now also prevalently positive.
Against this background of overall solid economic development, the German property market has performed well since
the outset of the global financial crisis and proved to be an important stabilizing factor for the entire economy. The
economic crisis did not have any significant effect on prices and turnover, as the market had limited speculative excesses
in the real estate market, in contrast to many other eurozone member states. Neither did the feared credit squeeze take
place. This was primarily due to the traditionally reliable and long-term-oriented construction financing system,
accompanied by fixed-rate financing (Festzinsprodukten), long-term credit instruments and high equity-to-assets ratio.
Key players in the investment market are domestic pension funds and institutions, led by open and closed-end funds,
alongside an increasing flow of foreign capital in recent years, attracted by stability, liquidity and steady growth potential.
In the medium term, prime occupational and investment markets will outperform and despite a slow rise in development,
the limited supply and cost sensitivity will push demand into the best second tier locations. Parts of the occupational
market will increasingly favour landlords, with the potential for rental uplifts when leases are up for renewal.

Prime Average Yields across the Top 10 markets

Property Investment (office, retail and industrial)
60,000

8.00%

50,000
Euro m pa

9.00%

7.00%
6.00%

40,000
30,000
20,000

5.00%

10,000

4.00%

0

2005 2006 2007 2008 2009 2010 2011 2012 2013

2005 2006 2007 2008 2009 2010 2011 2012 2013
Retail

Office

Industrial

Foreign

Domestic

Note: Rent and yield sample includes Berlin, Frankfurt, Dusseldorf, Munich, Hamburg, Stuttgart, Cologne, Dresden, Essen and Leipzig.
Factor

Score

Comment

Market Size

€595bn

C&W estimate for the size of the potential investment market in 2012 – the 2nd largest in Europe.

Market Liquidity

3.3%

% stock turned annually over 5 years to 2012 – Western Europe average is 4.2%.

Foreign Investment

40%

% of total purchased by non-domestic players, five years to 2012, versus Western Europe average of 35%.

Depth

4.0

C&W score for range and depth of property investment market in 2013 out of 5, 5 being best.

Ownership

5.0

C&W 2013 score 1-5 (5 being no barriers to foreign ownership).

Leases

3.5

C&W 2013 score out of 5 (5 being very landlord friendly lease).

Planning

3.5

C&W 2013 score out of 5 (5 being very user friendly).

Total Purchase Costs

6.8-11.6%

Current, based on typical acquisition method (transfer tax, legal and property agency fees).

Ownership
There are no restrictions on foreign ownership in general. An ‘option’ must be obtained from the land registration office
in order to purchase land or property in Germany. A ground buying or transfer tax of 3.5% is payable and then the
purchaser owns the option. They must wait for approval from the registration court, which normally takes between 2-6
weeks. A notary must control the process.
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Business Space Leases

Offices: Usually 5 or 10 years.
Industrial: Usually 3-10 years.

Indexation

Indexation clauses in leases of 10 years or more (including break options) include automatic adjustment on a
given date or whenever the official consumer prices index changes by a predetermined amount.

Rent Review

Rent may be adjusted as the consumer price index (CPI) changes.

Sec of Tenure

An office tenant usually has at least one option to renew for a further 5 years, dependent on the lease.

Break Options

Negotiable.

Sub-Letting

Permitted subject to the landlord’s consent.

Planning
Responsibility is divided between federal and state governments. Zoning law or Bauplanungsrecht is a federal law and
determines the purpose for which a property can be used and whether a project fits its surroundings. Each state issues its
building regulations law or Bauordnungsrecht which sets out how buildings may be designed and constructed in order to
meet planning law. A building permit or Baugenehmigung is required for the construction, alteration, demolition or
change of use and is granted if the project complies with planning, building and environmental laws. A detailed
application for a building permit must be submitted to the local authority of the building supervisory authority (Bauamt).
Key Trends
The market is seeing increased demand as a global investment safe haven, with growing foreign penetration from a very
broad range of buyer types and nationalities as well as a return of German institutional and private investors and lenders
choosing to focus domestically rather than on riskier foreign markets. This is helping to offset reduced demand coming
from the troubled open-ended fund segment where a series of regulatory changes have reduced their competitiveness and
their once dominant market position. At the same time, good economic growth and demand for efficient prime space
should boost occupational demand and with prime supply limited, this will underpin the markets future performance.
Financial Markets
The availability of commercial real estate debt in Germany is strong and further improvement is expected as both local
and international lenders, including debt funds, increase activity to meet the needs of a steadily improving property
market. Competition is also being driven by other lending sources, such as the Pfandbrief market (secure bonds issued by
mortgage banks, collateralised by long term assets) which has pushed margins down into the 1–2% range.
Yield Basis
Yields are normally quoted net of transaction costs and based on NOI. Yields have been steadily falling for prime German
assets since 2009 but in general remain above the levels seen before the 2008/9 financial crisis began. On average prime
office yields for example stood at 6.37% on average in Dec 2013. This compares with 6.76% at the weakest point of the
market in 2009 but 5.83% at the height of the market before the credit crunch and eurozone crisis emerged in 2007. Tier
1 cities had an average prime yield of 4.75%, in line with pre-crisis levels, and versus 5.25% in 2009.
Summary - Strengths and Weaknesses
Strengths
x
x
x
x
x
x

The 4th largest economy in the world.
Largest real estate market in the eurozone
Highly liquid, stable and mature property market.
Long term yield stability.
Numerous major urban centres offering core and value-add opportunities.
Second tier markets offer attractive yield premiums.

x
x
x
x
x

Limited supply of prime stock.
Core segment has limited scope for further capital appreciation.
Ageing population.
Need for deeper reform to accelerate productivity and growth potential.
Planning regulation can be restrictive and inflexible.

Weaknesses
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German Office Real Estate Market

The German office market is relatively dispersed, with the federal nature of the country meaning a number of cities hold
not just regional but also national or international importance due to a clustering of businesses types, head quarters or
specializations and skills. Smaller towns and cities may also be important business hubs in their own right although the
decentralized nature of many urban areas, with business uses intermixed with residential and commercial, often means
there is somewhat less focus on a central business district than in other European centres. City centre as well as suburban
or office park nodes indeed play an important role in the German office market. The market saw a variable but overall
solid performance in 2013, despite a slowing in economic activity in 2012 and H1 2013, with business sentiment still
supported by low interest rates, favourable credit conditions and a gradual improvement in global trade. This should
encourage firms to raise their levels of investment over the coming year. Office markets are increasingly characterized by a
fall in the availability of grade A space due to limited new development. Occupational activity has also started to improve
at least in top cities, and a more active market with increasing rents is expected in 2014.

Prime Rents

Prime Office Yields
7.00%

€/sq.m/month

40
35

6.50%

30
6.00%

25
20

5.50%

15

5.00%

10

4.50%

5
0

2005

2007

2009

Country average

2011

2013

4.00%

2005 2006 2007 2008 2009 2010 2011 2012 2013

Frankfurt

Country average

Frankfurt

Demand

With the German office market benefitting from multiple cities across the country, each with their own niche but also a
typically diverse tenant base, the country tends to be more stable than some others in Europe. With renewed positivity in
the leasing market and select expansion plans back on the agenda for some corporates, 2014 is expected to see solid
growth. After a weak start in 2013 however, stronger demand in H2 was not enough to lift the market overall into growth
– with 2013 volumes at 2.45m sq.m across the top 5 markets, down 8.7% from 2012. However H2 was 13% up compared
to H1 and the annual total was largely back in line with the 10 year average. This better performance includes the
resurgence of some larger floor plate deals in excess of 20,000 sq.m, with some occupiers now ready to take advantage of
market conditions before rental growth for quality space ticks up again.

Supply

Over the period 2013-2014 there has been a notable easing in overall vacancy rates across key German cities, although
they remain relatively high in some areas such as Frankfurt and Dusseldorf. However, some of the supply issue is
structural, with an increasing share of availability being in older space as tenants have traded up and as development
completions have been below average. At the end of December 2013, the lowest vacancy rate was in Berlin at 6.6%. In
the other top cities, vacancy rates ranged between 6.9% in Munich to 12.4% in Frankfurt. As more positive signs in the
underlying market fundamentals filter down to ground level and demand picks up, the amount of space under
construction has increased and completions in 2014 will be higher than in 2013. However, speculative construction has
not witnessed a major return with developers risk averse and development financing typically restricted to development
schemes that have been pre-leased.

Investment Market

Prime German offices remain a top investment target for a growing list of domestic and international buyers, attracted by
the sector’s relative wealth preservation and defensive attributes, especially when compared with other locations across
Europe. Total volumes in 2013 just topped €30 billion of which the office sector was the clear favourite, accounting for
45% of all transactions. In general investors are focusing on well-let assets with long income streams and good covenants.
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However, opportunities remain limited in this segment. Investment supply is greater in secondary markets, but demand is
more sporadic and typically stems from overseas opportunistic funds and selected local investors. Prime office yields in
the key markets of Frankfurt, Hamburg, Munich and Dusseldorf have compressed while pricing for value-added and
opportunistic investments have stabilised, resulting in a widening gap between the two. There is also a rising number of
deals over €100m, underpinned by the increased availability and affordability of debt as well as more equity in the market.

Outlook
The office market is expected to respond favourably to the improving economic backdrop over the coming 12 months,
with stronger business sentiment boosting both take-up and investment volumes. Occupational and investment demand
in primary office markets will continue to grow, but over the medium term the limited availability of primary stock will
result in more demand and hence performance filtering into the best secondary locations across the country as well as into
more risk taking in development and under-utilised property for example.

Rents
Prime rents in Germany’s top office locations remain robust and with demand for top quality space in prime locations
remaining high and supply in this segment somewhat limited, they are now coming under pressure to rise.
While prime rents in Dusseldorf and Frankfurt have already increased in 2013, rents in the prime segment in Berlin,
Hamburg and Munich remained unchanged at the previous year’s level. However, especially in Berlin and Munich a rise in
prime rents appears likely in the coming months. In Frankfurt the highest prime rents in Germany are
€37.00/sq.m/month. The lowest prime rents among major cities, which are in Berlin, stand at €22.00/sq.m/month (Dec
2013).
Location
€/sq.m/year

US$/sq.ft/year

Rental Levels as at December 2013
Historic % Growth (pa compound)
1 year
5 years
3.7
1.1

Short Term Trend

Country average*

277

35.5

Frankfurt

444

56.8

8.8

-0.5

Up
Up

Munich

384

49.2

1.6

0.6

Up

* “Country average” refers to a sample of Berlin, Frankfurt, Dusseldorf, Munich, Hamburg, Stuttgart, Cologne, Dresden, Essen and Leipzig.

Source: Cushman & Wakefield

Prime Office Yields
Location
Current
Country average*
Frankfurt
Munich

6.37%
4.75%
4.20%

Yield Levels (net to investor) as at December 2013
Last Quarter
Last Year
10 year historic record
High
Low
6.50%
6.58%
6.80%
5.80%
4.80%
4.85%
5.50%
4.75%
4.20%
4.55%
5.25%
4.2%

Short Term
Trend
Stable/Down
Stable/Down
Stable/Down

* “Country average” refers to a sample of Berlin, Frankfurt, Dusseldorf, Munich, Hamburg, Stuttgart, Cologne, Dresden, Essen and Leipzig.
Source: Cushman & Wakefield
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Property Market Performance & Outlook

In real estate terms, Germany has been a stable office market performer historically, demonstrating an above average risk
adjusted rate of return due to the low volatility of yields and steady long term prime rental growth.
A similar pattern is expected to continue in the medium term, with outperformance from better tier 2 markets as capital
pricing adjusts but the better rental growth being seen for modern space in larger cities as well as a select number of
smaller cities- such as those with a university which either provide a skill cluster or a lifestyle/culture focus.

Property Yields
Property yields fell last year as demand rose and the economy started to improve. Munich is the lowest yielding office
market in Germany and saw yields fall from 4.55% to 4.2% while tier 1 markets such as Frankfurt and Hamburg saw a 1025bp fall to 4.75%. Second tier centres such as Dresden and Nurnberg saw a 25-50bp fall to 6.75-7.25%.
Most tier 1 markets in Germany now have yields back to pre-crisis levels, with Munich at 4.2% at a significant historic low
(previously 4.5% in 2000) while Berlin at 4.75% has also fallen below its 2007 low (5%).
Frankfurt, Hamburg and Dusseldorf meanwhile are now in line with pre-crisis yields at 4.75% and looking forward,
similar relative falls are predicted in the coming years.
These 5 cities represent the tier 1 markets of Germany based on their investment and occupational market size, liquidity
and importance in national and international business.
Annual Data
2014

2015

2013-18

Interest Rates

3 month ECB

2.0%

1.7%

0.3%

0.3%

0.5%

1.3%

Bond Rates

10 year Bunds

3.2%

2.9%

1.9%

2.2%

2.4%

2.7%

Prime Office, top tier German cities

1.0%

0.8%

4.6%

2.3%

2.6%

2.6%

Prime Yields

Tier 1 cities - Germany

5.1%

5.0%

4.75%

4.65%

4.6%

4.7%

Prime Yields

Tier 2 cities - Germany

7.0%

7.2%

6.75%

6.5%

6.25%

6.4%

5.9%

6.2%

6.0%

5.8%

5.7%

6.0%

Rental Growth

Tier 1 cities - Europe
Prime Yields
Source: Cushman & Wakefield, Oxford Economics

2003-13

2008-13

2013

Germany was not alone in seeing yield compression last year, with other core markets such as London also seeing a fall,
but Germany did outperform most European markets where yields were generally more stable year on year.
Over the short term, similar falls of 15-35bp are forecast in most tier 1 markets over the 2013 to 2015 period, with
recovery markets such as Madrid leading the way. Tier 2 German cities will also see a stronger fall, ahead of the wider
European recovery for tier 2 areas due to a combination of stronger investor demand and a recovering economy.
German yields overall are therefore expected to continue to compress in 2014/15 – by circa 15-20bp for tier 1 and 50bp
for tier 2 – before stabilising in 2016 and rising slightly in 2017/8 as higher interest rates and a peak in rental growth
impact on investor pricing expectations.
Over time German yields have tended to be lower than European averages due to the liquid, steady growth and low risk
nature of the market. They have also shown less volatility. Looking forward this is likely to continue, with the profile of
yield changes similar across core markets but Germany typically less extreme.
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Occupational Trends
In the short and medium term, occupational and investments demand in primary markets will continue to grow but
despite a slow rise in development, the limited availability of stock and cost sensitivity of occupiers will push demand into
the best second tier locations. Parts of the occupational market will increasingly favour landlords, with the potential for
rental uplifts when leases come up for renewal.
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Based on the demand and supply dynamics, prime office rents in Germany and in each of these 4 cities have been stable
historically and are expected to remain so in the next 2 to 3 years with modest upward pressure for the best properties.
HISTORICAL AND FORECAST OFFICE RENTAL RATES (€/sqm/month)
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Government Policies and the Property Market Impact

Capital Investment Regulations (Kapitalanlagegesetzbuch)

The currently high level of volatility in the financial markets negatively impacts indirect real estate investments. In
Germany, the predominant indirect real estate investment instruments are open and closed-end real estate funds and since
2007 also German Real Estate Investment Trusts (REITs).
For a long period, open-end real estate funds were considered a secure form of investment in Germany. However, during
the crisis and its aftermath the major weakness of this investment type became apparent. A large number of funds came
under pressure as excessively large withdrawals of capital took place. Hence, in July 2013 the new Capital Investment
Code (Kapitalanlagegesetzbuch) came into force.
The Code regulates any fund manager and all types of investment funds including private equity funds and open and
closed ended funds. Since then new regulations have been in place for the redemption of shares in open-end real estate
funds. Shares which have been purchased from that date forward must be held for at least 24 months before they can be
redeemed. Furthermore, a one-year notice period is necessary. Investors should now initiate redemption at least one year
in advance.

Statute revising Financial Investment Brokerage and Investment Fund Regulation
Another popular investment type in Germany is the close-end real estate fund. Private investors are the main participants
in this type of investment. In 2011 they invested €2.7 billion in this asset class. Similarly to the previously mentioned
regulatory changes, close-end real estate funds have also seen a number of modifications.
One of the main changes is the “Statute Revising Financial Investment Brokerage and Investment Fund Regulation”
(Gesetz zur Novellierung des Finanzanlagenvermittler- und Vermögensanlagenrechts), which was phased in between
December 2011 and January 2013.
This law aims to counteract the regulatory deficits regarding the so-called “grey” capital market and improve investor
protection. The main components of this law are stricter requirements on the content and control of investment sales
prospectuses. The German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht)
previously had to verify only the formal completeness of investment sales prospectuses for closed-end funds.
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Under the new regulations the review standard also extends to coherence and intelligibility of the prospectus content. This
is expected to protect investors against financial damage triggered by dubious or insufficient product information.

Climate Protection

Climate protection constitutes one of the major current political debates in Germany, with strong influences on the
property market.
The federal government has committed to reducing carbon dioxide emissions by 30 to 40 percent from the 1990 levels by
2020. In order to achieve this goal, the energy-saving renovation of buildings was given a high priority.
To foster investments in energy-saving renovation a new law came into force May 1st 2013. According to this law, tenants
may opt for abatement of rent no earlier than three months after the start of energy-saving renovations. The law also
states that landlords may not allocate more than 11% of total renovation costs annually onto the rent level.
German policy also includes an energy conservation regulation (Energiesparverordnung). The objective of this regulation
is to ensure that new buildings are constructed in compliance with high energy conservation standards and economically
feasible measures are taken to improve energy conservation in existing building stock. The Energy Conservation
Regulation 2009 focuses on tightening of the requirements regarding the annual primary energy demand for new buildings
and reducing the consumption of existing building stock by an average of 30 percent via refurbishment measures.
In 2009, German policy also introduced the Renewable Energy Heat Act (Erneuerbare Energien- Wärmegesetz). With this
Act, building owners are obliged to cover the heating and cooling energy requirements of new buildings at least partly
from renewable energy.

Fiscal Framework Conditions
Fiscal framework conditions are the subject of controversy in the German real estate industry. Until 1997, the rate of real
estate transfer tax (Grunderwerbssteuer) was 2 percent. From 1997 to 2006 a nationwide rate of 3.5 percent was set.
Thereafter, the states were permitted to set their own tax rates. Unfortunately, the anticipated competition for favourable
tax rates did not materialize: most states used their right to raise real estate transfer taxes to compensate for the abolition
of the wealth tax. Rates vary between 3.5% and 6.5% but most charge between 4.5 and 5%, with Berlin (6%) and
Schleswig Holstein (6.5%) the most expensive and Bavaria and Saxony the lowest, charging 3.5%.
Another German tax factor affecting the property market is real estate tax (Grundsteuer), which applies to residential
owner-occupiers. Real estate tax is regulated at federal level. Municipalities have the authority to fix the tax rate within the
scope permitted.
Considering their financial difficulties, most municipalities have raised rates resulting in another increase in ancillary costs
for owner occupiers. In local housing markets, which lack scope for rental increases, the increasing real estate tax rates
lead to lower rates of financial return for buyers. Thus, incentives for investors to invest in real estate market are reduced.

Legislative Powers
Both the federal government and the states can make laws in principle. German central government has a concurrent
legislative jurisdiction, regarding areas including fiscal matters, real estate property transactions, land law, housing
management costs, spatial planning, water policy, housing subsidy, and landscape conservation.
The German federal states also have subsidiary legislative powers in the above-mentioned sectors.
Directives focusing on national regulations in building regulation law (Bauordnungsrecht) together with the protection of
public safety and order are particularly relevant to the real estate industry.
Each federal state has its own building by-law. With its municipal codes, Germany’s municipalities also have legislative
powers with an impact on the local real estate market. These municipal codes primarily include urban land-use planning
(Bauleitplanung), development freezes (Veränderungssperren), development regulations (Entwicklungssatzung),
preservation statutes (Erhaltungssatzung), redevelopment statutes (Sanierungssatzung), as well as local building
regulations.
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City Comparison

From a real estate perspective the “big 5” tier 1 cities of Berlin, Dusseldorf, Frankfurt, Hamburg and Munich
are very dominant within the German market and together with a second tier of regional heavyweights such as
Stuttgart and Koln, they account for most foreign interest in the market. However, as a geographically large,
federally run and widely dispersed country, Germany is in fact very polycentric and has a wide range of cities
performing important functions regionally and nationally.
Key German Cities:

The subject properties in this project are based in Bonn (1), Darmstadt (2), Münster (3) and Munich (4). To
understand the hierarchy and how these cities compare in more detail, we have prepared a ranking of the main
cities in the country based on a range of economic and macro data, namely:
x

Economic and population size

x

Economic growth (10 years to 2013)

x

Concentration of key industry types (using estimates of GVA (Gross Value Added) for ICT (Information,
Communication and Technology industries) and Finance and Banking)

x

Employment base

x

Labour availability

x

Income levels

x

Accessibility
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Most data is at a city or nearby regional level for 2013 and is taken from national statistics or Oxford
Economics. The ranking for access is based on a scoring undertaken by DekaBank (December 2013) which
looked at air, train and road access.
The top 50 cities are included in the analysis below and the table includes the ranking for each variable and the
overall weighted ranking across all factors. The target markets of Bonn, Darmstadt, Münster and Munich are
highlighted.

Access

Disposable inc per
person

Unemployment

Workforce

GVA – Financial

GVA - ICT

GDP Growth

GDP

Population

Overall Rank

City

A Ranking of German Cities:

Munich

1

3

3

24

3

3

3

4

2

15

Düsseldorf

2

8

7

27

5

5

7

40

9

2

Köln

3

5

5

32

4

6

4

42

27

3

Frankfurt

4

6

4

38

6

1

5

36

29

1

Hamburg

5

2

2

31

1

2

2

22

28

25

Hannover

6

4

6

13

7

8

6

30

34

19

Nürnberg

7

14

10

19

10

9

9

26

24

12

Stuttgart

8

7

8

60

9

7

8

13

3

19

Bonn

9

19

12

6

8

11

15

19

33

18

Essen

10

10

11

16

11

12

11

58

45

6

Karlsruhe

11

23

16

23

12

17

16

16

20

14

Berlin

12

1

1

22

2

4

1

70

60

23

Bremen

13

11

9

53

13

14

10

37

16

31

Dortmund

14

9

13

40

15

13

12

65

54

11

Neuss

16

16

20

41

17

16

20

12

13

40

Bochum

16

17

24

21

26

19

22

51

42

7

Münster

17

24

19

61

19

15

19

6

14

28

Wiesbaden

18

26

18

55

22

10

24

33

19

10

Duisburg

19

15

14

45

14

20

18

62

71

4

Mannheim

20

21

15

66

16

18

17

44

49

5

Mainz

21

43

30

34

21

26

32

10

26

7

Bielefeld

22

20

28

44

25

27

21

43

30

25

Dresden

23

13

17

57

23

28

13

49

51

34

Wuppertal

24

18

29

59

28

24

26

61

31

9

Paderborn

25

22

35

18

31

38

29

11

50

40

Freiburg Im Breisgau

26

38

32

25

36

32

28

9

46

25

Augsburg

27

27

25

48

40

21

23

20

47

24

Leipzig

28

12

22

54

18

29

14

69

59

29

Reutlingen

29

25

34

42

46

35

34

2

8

40
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Access

Disposable inc
per person

Unemployment

Workforce

GVA – Financial

GVA - ICT

GDP Growth

GDP

Population

Overall Rank

A Ranking of German Cities (cont):

Braunschweig

30

32

33

30

32

22

30

39

25

30

Ingolstadt

31

59

26

1

39

52

53

3

12

40

Regensburg

32

57

27

2

64

37

35

5

10

40

Wolfsburg

33

62

21

3

45

55

47

18

7

40

Ulm

34

60

37

7

33

41

44

8

4

40

Heidelberg

35

55

40

26

20

42

48

14

6

40

Göttingen

36

29

41

28

44

34

37

27

35

40

Mönchengladbach

37

30

45

47

29

39

40

55

38

16

Darmstadt

38

56

38

39

27

23

39

24

5

40

Kiel

39

34

31

35

35

33

27

45

61

38

Ludwigshafen Am

40

48

23

8

55

60

50

41

39

40

Aachen

41

28

42

70

34

43

25

47

64

19

Gelsenkirchen

42

31

43

17

43

47

51

63

68

19

Krefeld

43

36

39

64

30

48

45

52

48

16

Erlangen

44

67

44

4

56

46

56

1

22

40

Mülheim An Der Ruhr

46

47

56

37

24

45

61

25

15

40

Heilbronn

46

61

55

20

41

40

55

21

1

40

Wurzburg

47

58

52

33

49

44

46

17

18

40

Oldenburg

48

49

50

15

63

30

49

28

36

40

Hagen

49

45

54

29

37

56

58

46

32

40

Lubeck

50

40

49

49

48

51

41

50

43

37

Source: Cushman & Wakefield, Oxford Economics, Eurostat, DekaBank
Munich is the top ranked city overall and while the chief beneficiary of this will be the main in-town market,
decentralized and suburban areas such as Dornach will also clearly be boosted. The city is highly placed in all
areas other than recent GDP growth and is also highly regarded for educational facilities.
Bonn meanwhile ranks in 9th place overall. In terms of size, it is small – 19th for population – but it has seen
good growth in recent years and has a high share of Information and Communication Technology (ICT)
industries within its economy. Income levels are the main factor hindering Bonn from moving up the ranking,
with an average of €18,903 disposable income per person being below the national average (€19,056).
Münster is ranked 17th overall with low unemployment, above average disposable income and high GVA from
key office markets segments the main positives for the market. Areas where the ranking is more subdued
include access and population size.
Darmstadt is the lowest ranked of the subject locations, being positioned in 38th place overall. It is the 56th
largest city by population but somewhat more important are economic terms and in particular, Darmstadt
scores well for income levels, followed by unemployment and a high focus on financial services.
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City Description
Bonn is located 30km South of Cologne on the river Rhine in the State of North Rhine-Westphalia. It served as the
capital of West Germany for over 40 years from 1949 to 1990, when Germany was unified. From 1990 to 1999, it was the
official seat of the government of Germany.
Since then, Bonn has continued its prominence as a national and international administrative and political centre and
remains a host city of the United Nations. It has developed into a hub of international cooperation, in particular, in the
area of environmental and sustainable development. The city currently hosts 18 UN institutions as well as a number of
other international organisations and institutions such as the IUCN Environmental Law Centre (IUCN ELC). Bonn is
also establishing itself as a national and international centre of meetings, conventions and conferences, many of which are
directly related to the work of the United Nations. A new conference centre capable of hosting thousands of participants
is currently under construction in the immediate vicinity of the UN Campus. Many government jobs and departments and
numerous sub-ministerial level government agencies continue to be based in Bonn.

Source: Bing Maps

With a population of around 320,000, Bonn is one of North Rhine Westphalia’s largest cities and the 19th largest city in
Germany. Bonn is also a major centre for information technology and telecommunications. Some 1,000 enterprises
operate in the information and telecommunications industry. As a result Bonn is recognised as a prospering economic,
science and innovation centre. Bonn-based Deutsche Telekom AG and its subsidiary T-Mobile Deutschland GmbH,
Europe's largest telecommunication company, hold the lion's share of the office market. The most important German
logistics service is also operated out of Bonn by Deutsche Post World Net.
Education and Research play an important role in the economy and make up of Bonn. The Max Planck Society is one of
Europe's leading research organizations. Bonn is home to four Max-Planck Institutes, the Max-Planck-Institute for
Mathematics, the Institute for Radio Astronomy and the Institute for Research on Collective Goods. The Centre of
Advanced European Studies and Research (Caesar), Bonn’s fourth Institute of the Max Planck Society, carries out
research in the fields of Neurosciences, Cell Biology, and Biophysics.
The University of Bonn, The Rheinische Friedrich Wilhelms Universität, is one of the largest universities in Germany with
approximately 31,000 students and was founded in 1818. The facility also hosts the German research institute Deutsche
Forschungsgemeinschaft (DFG). Bonn additionally has four polytechnics.

Cushman & Wakefield, European Research Group 21

F-22

Germany Offices

IREIT Global

March 2014

City Infrastructure
Bonn is connected to three autobahns A59, A562 and A565, as well as several highways and the national and local rail
networks. In terms of road links, the A59 road runs in a north-south direction, 3 km to the east of the city centre, linking
Bonn with Cologne, Düsseldorf, Essen and Duisburg in the north.
Frequent InterCityExpress high speed train and most InterCity trains call at Bonn Hauptbahnhof. The Siegburg/Bonn
railway station is situated on the Cologne–Frankfurt high-speed rail line outside of Bonn and is also serviced by
InterCityExpress trains. Local rail transport is provided by the Bonn Stadtbahn, which also features two lines to Cologne.
Journey times to Cologne by InterCity train takes 20 min and 30 min by regional trains. The city is served extensively by
road, bus and U-Bahn networks. Bonn's international airport is Cologne Bonn Airport which is located approximately 26
km to the north.

Market in Numbers
Bonn

North RhineWestphalia

Germany
€2,742 bn

GDP

Oxford Economics

2013

€20.7bn

€602.8bn

GDP growth pa

Oxford Economics

2003-2013

0.6%

0.9%

1.1%

GDP per capita

Oxford Economics

2013

€64,425

€33,696

€33,512

Population

Oxford Economics

2013

0.32m

17.9m

82.0m

Population growth pa

Oxford Economics

2003-2013

0.7%

-0.1%

-0.1%

Employment in business
services as % of total

Oxford Economics

2013

13.8%

12.4%

12.1%

Unemployment rate (ILO)

Oxford Economics

2013

4.8%

5.8%

5.3%

Property Market
Bonn has a very stable office market and as well as being home to corporate giants Deutsche Telekom and Deutsche Post,
it also has many small and medium sized enterprises and non-government organisations. On average some 90,000 sq.m is
let annually in the Bonn office market. Between 2007 and 2011 the annual average was at 94,500 sq.m. According to
Corpus Sireo, Bonn has one of the lowest vacancy rates among Germany regional office markets. The latest figure of
3.4% published by the local chamber of commerce verifies this statement. Bonn’s top office submarkets are Bundesviertel
and Bonner Bogen where rents up to € 16.50/sq.m/month are achieved.

Supply
Prime supply in Bonn’s downtown office market is limited. Only some 3.4% of total office stock is currently vacant.
Although some 45,000 sq.m is forecast to come into the market in the upcoming 1.5 years, supply is not expected to rise
distinctly as 75% is already pre-let. Local experts stress that demand for units > 10,000 sq.m can hardly be met at this
point in time. There is greater supply in the emerging Bonner Bogen area, which is located on the right bank of the Rhine.
Similar to the downtown district, this brownfield area is now turning into a premium price zone of Bonn’s office market.

Demand
Bonn is classified as a “federal city” and therefore remains a centre of politics and administration, with roughly half of all
government jobs and many government departments and numerous sub-ministerial level government agencies located in
the city. This sector continues to underpin high demand for office space. Furthermore, the city benefits from a large
number of small and medium-sized service providers that were formed in the city or relocated there as a result of special
subsidies granted in the “federal city”, the new official status of the former national capital. The city is also home to major
corporate headquarters and is very popular with IT occupiers. Bonn’s office submarkets are Bundesviertel and Bonner
Bogen. Both are home to new office buildings and assets of higher quality. DAX listed companies like Deutsche Telekom,
Deutsche Post DHL are the strongest tenant group in Bundesviertel, although federal ministries, business services
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companies and research institutes are also located there. Bonner Bogen on the other hand is home to IT, logistics and life
sciences companies.

Outlook
Bonn has successfully established itself as a diverse office market of multinational institutions as well as local and some
national corporates and this is feeding a growing exhibition, conference and meetings market which will push demand up
further as the European recovery gathers pace – and against current low vacancy rates, good short to medium rental
growth is expected.

Market Data
Prime rents are achieved in Bonn’s top submarkets Bundesviertel and Bonner Bogen. They have lately shown a distinct
upward trend and stood between €14.00 - €16.50/sq.m/month in 2013. Rents in the Beuel, Bad Goedesberg and
Duisdorf submarkets range between €10.00 and €11.50/sq.m/month.
In Bonn’s CBD, prime rents are currently between €12.00 and €14.50/sq.m/month and the vacancy rate was 3.4% at the
end of 2012, down from 3.8% in the previous year due to rising net absorption. According to a report by Corpus Sireo,
average rents are at €9.90 sq.m, the highest among the second tier of German cities (after Berlin, Munich, Frankfurt,
Hamburg, Dusseldorf, Stuttgart and Cologne). Spurred by high employment growth, it has seen an average rental rise of
8% since Q1 2008.

3.2

Darmstadt

City Description
Darmstadt is located in the federal state of Hesse in Germany, in the southern part of the Rhine-Main-Area (Frankfurt
Metropolitan Region). It is situated 30km southeast of Frankfurt which is Germany’s second largest city and financial
capital. Prior to World War II, it was the capital of the Grand Duchy of Hesse but lost its status after the war ended, with
the honour now lying with the nearby city of Wisebaden. It continues to remain as the administrative centre of an
increasingly prosperous Grand Duchy of Hesse, and is the fourth largest city in Hesse. Industry (especially chemicals), as
well as large science and electronics (later information technology) sectors, is a major part of the city's economy. It ranks
among the top scientific and economically strong major cities in Germany. It is the headquarters for T-Online, a
subsidiary of Deutsche Telekom. Other companies with a presence in the city include Merck, P&G (Wella) and Goldwell.

Source: Bing Maps
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Darmstadt has a resident population of approximately 150,000, while the Darmstadt larger urban zone is home to
approximately 340,000 residents. Darmstadt also has a large tertiary education sector, with three major universities and
numerous associated institutions. There are two universities with a total of 37,000 students and a large number of research
facilities are located in the city. Examples include the European Space Operations Centre of the ESA and the
International Particle Accelerator Facility (IPA).

City Infrastructure
Darmstadt is well connected by road with the A5 autobahn to Frankfurt passing to the west and providing a direct
connection with Frankfurt to the north. The A67 and the federal highways (BundesstraƢen) 3, 26, 42 and 449, connect the
town to Würzburg to the east, Mainz to the west and Heidelberg to the south.
Darmstadt’s public transport is part of the greater Rhine Main area network, ‘Rhein-Main-Verkehrsverbund’. The main
train station, Darmstadt Hauptbahnhof, is located at the western end of the city centre, which provides a rapid connection
to the remainder of Germany and Europe via the Intercity-Express network. After Frankfurt Hauptbahnhof and
Wiesbaden Hauptbahnhof, Darmstadt Hauptbahnhof is the third largest station in the state of Hesse. It is the second
busiest station in Hesse after Frankfurt Hauptbahnhof, with 35,000 passengers and 220 trains per day. The train network
is well-developed and provides easy access to surrounding cities, including Frankfurt, Heidelberg, Mannheim, Mainz and
Aschaffenburg.
There is also a very popular S3 S-Bahn line which connects Darmstadt to Frankfurt am Main and a number of suburban
stations on the Main-Neckar Railway and two less important local rail lines, the Rhine-Main Railway to the east and the
Odenwald Railway to the east, including Darmstadt Nord station. The city is also well served by its tram network, which
extends from Darmstadt-Arheilgen in the north to Darmstadt-Eberstadt in the south and beyond to Seeheim-Jugenheim
and Alsbach, from Griesheim in the west to Darmstadt-Kranichstein in the northeast.
Frankfurt Rhein-Main airport is situated approximately 25 km to the north and can be reached via the A5 autobahn in
approximately 15 min or via regular bus or services from Darmstadt central station with a journey time of approximately
30 min.

Market in Numbers
Darmstadt

Hesse

Germany
€2,742 bn

GDP

Oxford Economics

2013

€8.2 bn

€238.4 bn

GDP growth pa

Oxford Economics

2003-2013

0.4%

0.7%

1.1%

GDP per capita

Oxford Economics

2013

€54,502

€39,178

€33,512

Population

Oxford Economics

2013

0.15m

6.1m

82.0m

Population growth pa

Oxford Economics

2003-2013

0.7%

0.0%

-0.1%

Employment in business
services as % of total

Oxford Economics

2013

18.5%

15.7%

12.1%

Unemployment rate (ILO)

Oxford Economics

2013

4.9%

4.6%

5.3%

Property Market
The Darmstadt office market is relatively small in absolute terms but it remains highly active and is less volatile than
that of neighbouring Frankfurt. It is one of the top B office markets in the greater Frankfurt area alongside Wiesbaden,
the capital of the federal state. The 4th largest city in Hesse, it has a high science presence, with a large number of
research bodies located there including the European Space Agency (ESA) and the International Particle Accelerator
facility. The average vacancy rate is around 4.5%, which is well below the regional office average of 6.6%. Demand for
office space is high but supply is limited and rents have recorded steady growth since 2011.
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Supply
The supply of new space has been limited in recent years. In total, Darmstadt has a total stock of approximately 1.8
million sq.m. This is set to improve markedly over time with another 200,000 sq.m due to come online from the
conversion of the Kelley Barracks, Nathan Hale Depot and Griesheim Airfield. The Institute for Federal Real Estate plans
to gradually start selling off large commercial building space in these locations from 2013. However, this will take time
and in the short to medium term, office construction will be limited with no speculative construction underway. Currently,
only one project (2 construction stages planned) is likely to be completed in the near future: Hello No. 18 in Robert Bosch
Straße by OFB Projektentwicklung with a total GLA of 12,500 sq.m. Hello No. 18 will be started once 60% pre-letting is
achieved.

Demand
Demand for office space is driven by a broad range of local and international occupiers from the chemicals, science and
IT sectors in particular. A number of important companies are based in Darmstadt including Merck, Deutsche Telekom,
P&G (Wella) and Goldwell. As a result of its research and technology orientation, the number of office workers in
Darmstadt has grown by 8.7% in the last five years. GDP per capita is one of the highest of Germany’s regional centres at
almost €50,000, which is 30% above average.
Darmstadt’s most sought after office submarkets are Europaviertel and TZ (Telekom Zentrum), which boast the most
modern assets and higher quality office buildings, attracting predominantly telecommunications, IT and aerospace
companies. Older premises are located in the well established Verlagsviertel submarket.

Outlook
Darmstadt benefits from the growth of Frankfurt and the region and while operating costs need to stay on a competitive
level for it to succeed, the balance of good demand and limited grade A supply points to out-performance at least in the
short term before more new construction gets under way.

Market Data (All Offices)
Office Vacancy Rate

Prime Rents (EUR/sq.m/month)
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Source: DG HYP
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Münster

City Description
Münster is located in the Münsterland region of North Rhine-Westphalia approximately 44 km to the southeast of
Osnabrück, 62 km to the west of Bielefeld and 61 km to the northeast of Dortmund. The city of Enschede in the
Netherlands is situated approximately 65 km to the northwest.

Source: Bing Maps

Münster is the largest city in the Münsterland region. It is ranked among the top major cities in Germany in terms of
general economic strength and one of the 'most liveable cities in the world', which has attracted many businesses and
residents. It is also widely acclaimed as a cultural centre and university city, with a population of 296,500 with a further
47,000 students. Apart from the main university including the University of Münster and the University of Applied
Sciences, there are seven other higher educational institutes all of which have an impact on the composition of the local
office market.
Münster is also the capital of the local government region of Münsterland. There are also a relatively high number of
public sector tenants in the city including the German National Pension Funds main offices. Greater Münster is home to
many industries including public authorities, consulting companies, insurance companies, banks, computer centres,
publishing houses, advertising and design.
Münster is one of the fastest growing regional cities in North Rhine-Westphalia. The population is expected to rise by
approximately 16.8% from currently just under 297,000 to approximately 327,000 by 2025 according to Oxford
Economics. The only other cities in North Rhine-Westphalia which are also growing are Cologne, Bonn and Düsseldorf.

City Infrastructure
Münster's Hauptbahnhof, the central train station, is on the Wanne-Eickel-Hamburg railway. The city is connected by
InterCity trains to all other German major cities. InterCity and eurocity trains connect Münster directly with many other
destinations in Germany, including Cologne, Stuttgart, Munich, Bremen, Hamburg and Kiel on a daily basis, as well as
abroad. European capitals such as Amsterdam, Brussels, Paris, Copenhagen and Warsaw can be reached conveniently with
just a single change.
Regional express and regional railways offer an hourly service, linking Münster with destinations throughout North RhineWestphalia, Osnabrück and Emden in Lower Saxony and Enschede in the Netherlands. Many of these trains also stop at
other stations in Münster, including the Zentrum Nord (North Centre), Hiltrup, Albachten, Amelsbüren, Sprakel and
Häger.
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Münster claims to be the bicycle capital of Germany. The city maintains an extensive network for bicycles including the
popular avenue “Promenade” which encircles the Münster’s centre borough. Motorised vehicles are banned and there are
byways for pedestrians.
Münster is served by the Airport FMO, Münster – Osnabrück which is located 26 km from the city centre.

Market in Numbers
Münster

North Rhine
Westphalia

Germany
€2,742 bn

GDP

Oxford Economics

2013

€15.6 bn

€602.8bn

GDP growth pa

Oxford Economics

2003-2013

1.4%

0.9%

1.1%

GDP per capita

Oxford Economics

2013

€52,599

€33,696

€33,512

Population

Oxford Economics

2013

0.30m

17.9m

82.0m

Population growth pa

Oxford Economics

2003-2013

0.9%

-0.1%

-0.1%

Employment in business
services as % of total
Unemployment rate (ILO)

Oxford Economics

2013

14.9%

12.4%

12.1%

Oxford Economics

2013

4.2%

5.8%

5.3%

Property Market
The office market is typically dominated by the public sector and small and medium sized local companies, with most of
the stock owner-occupied. In 2012 some 96,400 sq.m was let in Münster, almost matching the 2011 take up of 96,400
sq.m. According to the local chamber of commerce the 10 year average for the 2003-2012 period is 68,700 sq.m. Letting
volumes in 2011 and 2012 were each pushed up by a large deal exceeding 15,000 sq.m. Münster’s vacancy rate was
recorded at 3.5% in 2013 - the lowest level in ten years.

Supply
Münster has a fairly substantial amount of office space, measured in relation to the number of inhabitants, yet it is still one
of the smaller office markets in regional Germany with around 2.3 million sq.m. The vacancy rate is around 5%, which is
below average but still higher than many other similar regional markets. Supply was boosted in 2013 by the completion of
the former railway headquarters, Direktion, and the mixed use refurbishment of the gabled houses on the Old Fish
Market. Future supply is limited, however, with some 68,700 sq.m currently under construction including 20,900 sq.m
planned for owner occupation. Some 42,600 sq.m has already been pre-let with only around 5,200 sq.m still available.

Demand
Notwithstanding the absence of any major companies, demand for office space in Münster is strong and is driven
primarily by the large number of public bodies, including Germany's Administrative Appeals Tribunal and the district
government. Consequently, the proportion of office workers in relation to the overall number of people in employment is
relatively high and there has been a steady rise in the number of white-collar jobs. Demand is also driven by consulting
companies, insurance companies, banks, computer centres, publishing houses, advertising and design.
Demand for office space focuses on Münster’s CBD and its adjacent submarkets. About 50% (53,400 sq.m) of total take
up was generated in the Mitte submarket, according to the local chamber of commerce. Another third (approx. 31,000
sq.m) was generated in the South-East submarket.

Outlook
The number of white-collar jobs is expected to increase over the coming years and with limited new supply in the
pipeline, the average vacancy rate is forecast to fall and prime rents should see some marginal upward pressure.
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Market Data (All Offices)
Office Vacancy Rate
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Source: DG HYP

3.4

Munich-Dornach

City Description
Munich is the capital and largest city in the state of Bavaria and the third most populous city in Germany, behind Berlin
and Hamburg. The city is attractively situated in southern Bavaria, close to the Alps. With the Isar River valley and its
numerous lakes, the region offers attractive recreation facilities in the immediate vicinity.
Munich has a population of 1.4 million and is one of the foremost business hubs in Germany and in Europe. In 2013, it
had an unemployment rate of 3.8%, considerably below the German average of 5.3%. Due to its skill clusters and
business environment, Munich is one of the top destinations for FDI within Germany, attracting interest from US and
UK investors in particular, but also from Switzerland, France, Austria and Japan, mainly within software, IT, financial and
business services.

Source: Bing Maps

Munich is particularly important as Germany’s leading high-tech and media location and has a wide variety of growth
industries, consisting of both major global players and vigorous small and medium sized businesses. Several large
companies such as Siemens AG, Bayerische Motoren Werke (BMW) AG, MAN AG, Linde and Rohde & Schwarz are
headquartered in Munich.
Munich is also a well-established financial centre, being home to HypoVereinsbank, Bayerische Landesbank, Allianz SE,
Munich RE, and outranks Frankfurt in terms of number of insurance companies headquartered. It is also one of the
largest publishing hubs in Europe.

Cushman & Wakefield, European Research Group 28

F-29

Germany Offices

IREIT Global

March 2014

Munich is frequently a top-ranked destination for expatriates, achieving fourth place in the Mercer liveability rankings in
2011 and 2012. In terms of economic and social innovation, the city was ranked 15th globally out of 289 cities and 5th in
Germany by the 2010 2thinknow Innovation Cities Index based on analysis of 162 indicators.
Dornach is located in the Munich suburb of Aschheim on the north eastern fringes of Munich, approximately 10.5 km
from the Munich city centre. Dornach is a small suburb of some 1,200 inhabitants, part of the wider community of
Aschheim with a population of 7,600 people. While it sits in the north eastern outskirts of Munich, it is both highly
accessible to Munich and Munich’s important conference/exhibition centre Messe Munchen International. This is a
significant driver of business demand in the area and has helped to promote the development of a number of offices as
well as some hotels, varying between 2 and 4 stars. The location also benefits from nearby access to the Riem Arcaden
shopping centre.

City Infrastructure
Munich is well served both domestically and internationally by the Franz Josef Strauss International Airport. It is the
second largest in the country and used by 34 million passengers a year. Munich is connected through several motorways to
all major population centres in the surrounding region. In terms of public transport, Munich has both a U-Bahn and an SBahn as well as a comprehensive bus and tram network, with the Munich tram system the oldest in the country, having
been established in 1876. Munich Hauptbanhof in the city centre is the main train station and the Intercity-express
connects Munich with Germany and neighbouring countries.
Dornach is served by the S-Bahn train station, Riem/Dornach, which links to the city centre and eastern locations out to
Erding. Also accessible is the metro/U-Bahn station, Messe-West, serving the conference centre and the CBD. The town
has a nearby motorway connection (A94 Munich-Riem - Neue Messe) and therefore a good connection to the ring
motorway A99. It is close to Munich’s Franz Josef Strauss International Airport which is 38 km to the north and a 30
minute drive away.

Market in Numbers
Munich

Bavaria

Germany
€2,742 bn

GDP

Oxford Economics

2013

€84.6 bn

€483.8 bn

GDP growth pa

Oxford Economics

2003-2013

1.2%

1.6%

1.1%

GDP per capita

Oxford Economics

2013

€60,716

€38,300

€33,512

Population

Oxford Economics

2013

1.4m

12.6m

82.0m

Population growth pa

Oxford Economics

2003-2013

1.2%

0.2%

-0.1%

Employment in business
services as % of total

Oxford Economics

2013

22.5%

12.6%

12.1%

Unemployment rate (ILO)

Oxford Economics

2013

3.8%

3.1%

5.3%

Property Market
Munich has a very strong property market, with a broad range of domestic and international occupiers underpinning
demand for office space. Vacancy rates have been steadily falling in recent years, given the limited speculative
development, although improving financing conditions and better sentiment is encouraging developers to start new or
previously stalled projects.
The majority of Munich’s office market activity occurs within the city limits but around 30% of stock is in peripheral
markets, the largest of which (58% of the total) is the north east quadrant which includes Dornach. The commercial area
of Dornach is clustered near to the S-Bahn station and is home to a number of major international companies such as
Hewlett Packard, AMD, and Escada, as well as a number of back-office centers, for example for local Bavarian savings
and cooperative banks.
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Supply
Availability in Munich as a whole has fallen in the past year – with vacancy rates of 6.9% versus 7.6% a year ago – and
decentralised markets have also seen availability tighten, largely due to declines in the larger north eastern submarket.
However, vacancy rates in this area are still above average – at around 9% - and hence the most significant part of
available space in decentralised Munich can be found in this area (64% of non-central availability).
New development completions meanwhile are increasing in central and suburban Munich although the impact on
availability will be limited given that much of the space is pre-let or for owner occupation. Indeed, Aschheim/Dornach’s
project pipeline is very limited, with only one project listed for this market - Dornacher Tor. It is expected to comprise
5,500 sq.m of office space, although its completion date is undecided yet.
It is worth noting, many landlords are undertaking refurbishments and successfully reposition their older premises in the
market, with the latest example being Concorpark, which was refurbished in Q4 2011 and nearly fully let by Q1 2013.

Demand
While somewhat slower in recent months, office demand has risen strongly in Munich over the past year and take-up in
peripheral markets has benefited notably, more than doubling compared to 2012 and accounting for 35% of city wide
activity versus 25% last year.
The north east quadrant has contributed most to this, with take-up of 170,000 sq.m in the first 9 months of the year, 76%
of all take-up in decentralised markets and 140% up on the same period of 2012.
Demand is well diversified across Munich and with a large number of deals in 2013 above 5,000 sq.m, the 2014 outlook
looks promising.
Sector-wise the ITT (Information Technology and Telecommunications) sector saw the majority of deals in 2014,
contributing to a 14% market share of total take-up with significant deals including Hewlett Packard leasing some 7,700
sq.m. HQs of manufacturing companies were a slice of activity accounting for 18% in 2013 with major deals such as YIT
Germany (10,000 sq.m) and GE Global Research Center (7,500 sq.m) contributing to the strength of this sector.
Consultancies and Insurance companies accounted for 12% each of the market’s total.
A strong pull factor for the Aschheim/Dornach office market is a low real estate tax rate compared to the neighbouring
Munich (e.g. Messestadt-Riem). As a result, tenants looking for larger premises are considering a move to this location.
Many of them are from the IT industry, although the tenant mix is diversified and also includes fashion brands such as
Ulla Poplken and Cecile Wedding, as well as Yamaichi Eletronics and Hewlett-Packard. Dornach is experiencing a healthy
level of demand, lately showing an upward trend.
In terms of investment, general demand is strong and sentiment has risen over the year. Much of the activity in this local
area has focussed on industrial, development or hotel assets although one office property (on Einsteinring) was sold for
an undisclosed sum in September 2013, to NAI Apollo.

Outlook
Munich is set to remain a strong growth market but a competitive one for office space due to new development and the
range of centres competing for occupiers.
With the north eastern area benefitting from strong transport links into the city and to the conference centre, as well as
regionally and to the airport, it will remain a beneficiary of the growing demand for large modern but well-priced office
space which tends to be in relatively short supply, particularly in downtown areas.
With tax advantages in the form of the lower property transfer tax charged by the municipality also to consider, this will
support good demand for quality space, subject to affordability being maintained.
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Market Data (All Offices, Munich)
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Rents for new build office properties in Ascheim/Dornach are estimated at €12-13.50 sq.m/month, €9-11.50 sq.m for
high quality existing property and €6.50-9.00 sq.m for second tier space, (2013/14 real estate market report of the Referat
fur Arbeit und Wirtschaft). This represents a decline for weaker property of 5-15% over the year but better quality space
has seen no change. Nearby more basic locations such as Zarndorf and Moosfeld attract rents of €11-12.50 sq.m for new
build and €6-8.00 sq.m for second tier property. The strongest sub market in this area meanwhile, Messestadt-Riem, has
new build rents of €14-15.50 sq.m and second tier rents of €9-10.50 sq.m
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Appendix 4.1
City
Berlin/
Frankfurt

March 2014

Key Transactions in the Office Sector (All Grades, Ages and Sizes)
Location

Purchaser

Vendor

Price

Yield

Date

K195 – Kurfurstendamm 195,
Berlin
One Goethe Plaza –
Goetheplatz 5-11, Frankfurt
T11 – Taunusanlage 11,
Frankfurt
11 properties across Germany
including
Moskauer Strasse 25-27 –
Dusseldorf
Speicherstrasse 55 – Frankfurt
Abc Strasse 19 – Hamburg
Schloss Strasse 8 – Hamburg
Westend Strasse 160-162 –
Munich
Lindencorso – Unter Den
Linden 21

IVG Immobilien

Freo

€500 m

4.80% -5.80%

January
2013

Dundee
International
REIT

SEB Group

€420 m

4.40%-5.50%

March
2013

Generali Group

€140 m

5.00-5.50%

June
2013

Humboldthafeneins – Hugo
Preuss Brucke
Rheinwerk 2 - Portlandweg 1

n/a

Lindencorso
Grundstucks
GmbH
OVG Bischoff

€135 m

5.00-5.50%

€43 m

n/a

Bonn

Deutsche Post IT Services Wieland Strasse 4

€24 m

n/a

Bonn

Münsterhaus - Münsterplatz 13 3a

Eurocastle

€12 m

n/a

July
2013

Dornach

1-21 Einsteinring

Sparkasse / Art
Invest / Zech
Group
Development
Partner AG
/Coinel
Development
GmbH
NAI Apollo

KGAL /
Hansainvest
KFW Bank
Group

March
2013
August
2013
March
2013

n/a

n/a

Sept
2013

Duisburg

Rheinhausen office –
Rheinhausen
Ko-Bogen-Projekt –
Konigsallee
Stadttor – Stadttor 1

Sjova Almennar
tryggingar
(Icelandic)
Proximus Real
Estate AG
n/a

€17 m

n/a

€400 m

5.00-6.00%

Strategic Value
Partners
Wolbern Invest
AG / MFRS
Gesellschaft fur
Immobilienmana
gement mbH
UBS

€140 m

4.95-5.75%

€110 m

4.95-5.75%

July
2013
January
2013
June
2013
June
2013

€300 m

6.10%

Commerzbank

€262 m

4.80-5.50%

Tristan Capital
Partners /
Pamera Real
Estate Group /

€95 m

4.80-5.50%

June
2013

Germanische
Lloyd AG

€107 m

4.85-5.50%

June
2013

Dusseldorf/
Frankfurt/
Hamburg/
Munich

Berlin

Berlin
Bonn

Dusseldorf
Dusseldorf

DekaBank

n/a
Art Invest
Hannover
Leasing
DekaBank

Dusseldorf

Hafenspitze – Speditionstrasse
21

Frankfurt

Skyper – Taunusstrasse 1

Allianz

Frankfurt

Gallileo Tower – Gallusanlage
7

Frankfurt

Bockenheimer Warte –
Grafstrasse 103-109

Hamburg

Brooktorkai 18

IVG Immobilien
/ Korea
Teachers PF
Aurec Capital /
Menora
Mivtachim
Holdings / Harel
Insurance Invts
Gunter Herz

March
2013
June
2013
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Hamburg
Munich

Munich

Haus der Gerichte –
Lubeckertordamm 4
Metris – Erika Mann Strasse
53-69

Munich

Alte Akademie – Neuhauser
Strasse 8-10
Officium – Turkenstrasse 16

Münster

Münster office

Münster

Salzstrasse 40-41

March 2014
Talanx

iii-investments

€46 m

4.90-5.50%

Deutsche
Asset/Wealth
Mgmt
Signa Holding

LaSalle

€150 m

5.40%

Immobilien
Freistaat Bayern
UBS

€100 m

4.20-5.00%

€75 m

4.87%

POLARES Real
Estate Asset
Management
GmbH
ACREST
Property Group
/ CitCor Retail
Properties

€7 m

n/a

July
2013

€4.5 m

n/a

June
2013

Lebensversicher
ung von 1871
Grundbesitz
AG
n/a

Lindenstruth
GmbH & Co.
Grundstucks
KG Salzstrasse

January
2013
April
2013
May
2013
June
2013

Note: Yield data is very much an approximate guide only, with deal level data frequently withheld, and hence the
figures shown may be market estimates based on prime market transactions or a range to reflect current activity.
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Limiting Conditions and Caveats

"C&W" shall mean Cushman & Wakefield LLP and its affiliates which prepared the Report (“the Deliverables”). The Deliverables
will be subject to the following limiting conditions:
1.

We have prepared this report for inclusion in the Prospectus and specifically disclaim liability to any person in the event
of any omission from or false or misleading statement included in the Prospectus other than in respect of the
information prepared within this report or extracted from this report. We do not make any warranty or representation
as to the accuracy of the information in any other part of the Prospectus other than as expressly made or given by with
this report or extracted from this report.

2.

The Deliverables are to be used only as outlined in our instruction letter. No part of the Deliverables shall be used in
conjunction with any other market study, report, or model. Excerpted portions of the Deliverables may not be published
save with the consent of C&W. Publication of the Deliverables or any portion thereof without the prior written consent of
C&W is prohibited. Except as may be otherwise stated in the letter of engagement to prepare the Deliverables, the
Deliverables may not be used by any person other than the party to whom they are addressed or for purposes other than
that for which they were prepared. No part of the Deliverables shall be conveyed to the public through advertising, or used
in any sales or promotional material without C&W's prior written consent.

3.

The information in the Deliverables reflects data available at the date set forth therein and does not reflect data or changes
subsequent to that date. The information contained in the Deliverables has been gathered by C&W from sources assumed
to be reliable, including publicly available records. Because records of all transactions and events are not readily available,
the information contained in the Deliverables may not reflect all transactions and events occurring in the geographic area
discussed. In addition, events that are reported may not be described accurately or completely in the publicly available
records. C&W shall not be responsible for and does not warrant the accuracy or completeness of any such information
derived from such publicly available records (or information relating to transactions that were not reported) or other third
party sources.

4.

In connection with the Deliverables, C&W made numerous assumptions with respect to industry performance, general
business and economic conditions, and other matters. Any estimates or approximations contained therein could reasonably
be subject to different interpretations by other parties. Because predictions of future events are inherently subject to
uncertainty, neither C&W, nor any other person can assume that such predicted rental rates, absorption, or other events
will occur as outlined or predicted in the Deliverables. Reported asking rents and prices for properties, replacement costs
do not purport to necessarily reflect the rental or capital rates at which properties may actually be rented or sold, actual
rents or yields required to support new development or the actual cost of replacement. In many instances, asking rents and
yields (capitalization rates) and actual rates differ significantly.

5.

Changes in local, national or international economic conditions will affect the markets described in the Deliverables.
Therefore, C&W can give no assurance that market conditions and values as of the date of the Deliverables will
continue or will be attained at any time in the future. Forecasts are C&W's estimates as of the date of the Deliverables.
Actual future market conditions may differ materially from the forecasts and projections contained therein.

6.

C&W is a part of a international network of affiliated companies providing real estate services. As such, from time to time,
C&W and its affiliates may have provided and in the future may provide real estate related services, including brokerage
and leasing agent services, to IREIT Global (the Client) for whom it prepared the Deliverables or its principals, or may
represent the Client, its principals or others doing business with the Client or its principal.

RESPONSIBILITIES
This Research Report has been prepared in accordance with the instructions and terms of engagement agreed with IREIT Global
and, in particular, our Terms of Business for Research & Consultancy Work.

In respect of any forecasting used in this Report or any used in the background research supporting the opinions and
material presented in this Report, the following points should be noted and understood:
i.
ii.
iii.
iv.
v.
vi.

One is assuming that the historic data input to a forecasting model is accurate.
The judgement of the forecaster(s) will influence the validity of the results.
Unless stated, one is assuming that the market will continue to operate in the future as it has in the past, and that its
stability will not be disrupted.
The forecasting is representative of only one moment in time.
The reliability of forecasts for the property market are dependent on the accuracy of the input forecasts for the economy as a
whole.
The forecasts relate only to the specific factors indicated.

Cushman & Wakefield LLP, London, 2014
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APPENDIX G

TERMS, CONDITIONS AND PROCEDURES FOR APPLICATION
FOR AND ACCEPTANCE OF THE UNITS IN SINGAPORE
Applications are invited for the subscription of the Units at the Offering Price per Unit on the terms
and conditions set out below and in the printed application forms to be used for the purpose of the
Offering and which forms part of the prospectus (the “Application Forms”) or, as the case may
be, the Electronic Applications (as defined below).
Investors applying for the Units in the Offering by way of Application Forms or Electronic
Applications are required to pay in Singapore dollars, the Offering Price of S$0.88 per Unit,
subject to a refund of the full amount or, as the case may be, the balance of the applications
monies (in each case without interest or any share of revenue or other benefit arising therefrom)
where (i) an application is rejected or accepted in part only, or (ii) if the Offering does not proceed
for any reason.
(1)

Your application must be made in lots of 1,000 Units or integral multiples thereof. Your
application for any other number of Units will be rejected.

(2)

You may apply for the Units only during the period commencing at 9.00 a.m. on 5 August
2014 and expiring at 12.00 noon on 11 August 2014. The Offering period may be extended
or shortened to such date and/or time as the Manager may agree with the Joint Bookrunners,
subject to all applicable laws and regulations and the rules of the SGX-ST.

(3)

(a)

Your application for the Units offered in the Public Offer (the “Public Offer Units”) may
be made by way of the printed WHITE Public Offer Units Application Forms or by way
of Automated Teller Machines (“ATM”) belonging to the Participating Banks (“ATM
Electronic Applications”), the Internet Banking (“IB”) website of the relevant
Participating Banks (“Internet Electronic Applications”) or the DBS Bank Ltd. (“DBS
Bank”) mobile banking interface (“mBanking Applications”, which together with the
ATM Electronic Applications and Internet Electronic Applications, shall be referred to as
“Electronic Applications”).

(b)

Your application for the Units offered in the Placement Tranche (the “Placement Units”)
may be made by way of the printed BLUE Placement Units Application Forms (or in
such other manner as the Joint Bookrunners may in their absolute discretion deem
appropriate).

(4)

You may not use your CPF Investible Savings (“CPF Funds”) to apply for the Units
under the Public Offer.

(5)

Only one application may be made for the benefit of one person for the Public Offer
Units in his own name. Multiple applications for the Public Offer Units will be rejected,
except in the case of applications by approved nominee companies where each
application is made on behalf of a different beneficiary.
You may not submit multiple applications for the Public Offer Units via the Public Offer
Units Application Form, or Electronic Applications. A person who is submitting an
application for the Public Offer Units by way of the Public Offer Units Application Form
may not submit another application for the Public Offer Units by way of Electronic
Applications and vice versa.
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A person, other than an approved nominee company, who is submitting an application
for the Public Offer Units in his own name should not submit any other applications for
the Public Offer Units, whether on a printed Application Form or by way of Electronic
Application, for any other person. Such separate applications will be deemed to be
multiple applications and shall be rejected.
Joint or multiple applications for the Public Offer Units shall be rejected. Persons
submitting or procuring submissions of multiple applications for the Public Offer
Units may be deemed to have committed an offence under the Penal Code, Chapter 224
of Singapore and the Securities and Futures Act, and such applications may be
referred to the relevant authorities for investigation. Multiple applications or those
appearing to be or suspected of being multiple applications (other than as provided
herein) will be liable to be rejected at our discretion.
(6)

Multiple applications may be made in the case of applications by any person for (i) the
Placement Units only (via Placement Units Application Forms or such other form of
application as the Joint Bookrunners may in their absolute discretion deem
appropriate) or (ii) the Placement Units together with a single application for the Public
Offer Units.

(7)

Applications from any person under the age of 18 years, undischarged bankrupts, sole
proprietorships, partnerships, chops or non-corporate bodies, joint Securities Account
holders of CDP will be rejected.

(8)

Applications from any person whose addresses (furnished in their printed Application Forms
or, in the case of Electronic Applications, contained in the records of the relevant
Participating Bank, as the case may be) bear post office box numbers will be rejected. No
person acting or purporting to act on behalf of a deceased person is allowed to apply under
the Securities Account with CDP in the deceased’s name at the time of the application.

(9)

The existence of a trust will not be recognised. Any application by a trustee or trustees must
be made in his/her or their own name(s) and without qualification or, where the application
is made by way of a printed Application Form by a nominee, in the name(s) of an approved
nominee company or approved nominee companies after complying with paragraph 10
below.

(10) Nominee applications may only be made by approved nominee companies. Approved
nominee companies are defined as banks, merchant banks, finance companies, insurance
companies, licensed securities dealers in Singapore and nominee companies controlled by
them. Applications made by nominees other than approved nominee companies will be
rejected.
(11) If you are not an approved nominee company, you must maintain a Securities Account
with CDP in your own name at the time of your application. If you do not have an existing
Securities Account with the CDP in your own name at the time of application, your application
will be rejected (if you apply by way of an Application Form) or you will not be able to
complete your application (if you apply by way of an Electronic Application). If you have an
existing Securities Account with CDP but fail to provide your CDP Securities Account number
or provide an incorrect CDP Securities Account number in your Application Form or in your
Electronic Application, as the case may be, your application is liable to be rejected.
(12) Subject to paragraphs 15 and 16 below, your application is liable to be rejected if your
particulars such as name, National Registration Identity Card (“NRIC”) or passport number
or company registration number, nationality and permanent residence status, and CDP
Securities Account number provided in your Application Form, or in the case of an Electronic
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Application, contained in the records of the relevant Participating Bank at the time of your
Electronic Application, as the case may be, differ from those particulars in your Securities
Account as maintained by CDP. If you have more than one individual direct Securities
Account with the CDP, your application shall be rejected.
(13) If your address as stated in the Application Form or, in the case of an Electronic
Application, contained in the records of the relevant Participating Bank, as the case
may be, is different from the address registered with CDP, you must inform CDP of
your updated address promptly, failing which the notification letter on successful
allocation from CDP will be sent to your address last registered with CDP.
(14) This Prospectus and its accompanying documents (including the Application Forms) have
not been registered in any jurisdiction other than in Singapore. The distribution of this
Prospectus and its accompanying documents (including the Application Forms) may be
prohibited or restricted (either absolutely or unless various securities requirements, whether
legal or administrative, are complied with) in certain jurisdictions under the relevant
securities laws of those jurisdictions.
Without limiting the generality of the foregoing, neither this Prospectus and its accompanying
documents (including the Application Forms) nor any copy thereof may be taken, transmitted,
published or distributed, whether directly or indirectly, in whole or in part in or into the United
States or any other jurisdiction (other than Singapore) and they do not constitute an offer of
securities for sale into the United States or any jurisdiction in which such offer is not
authorised or to any person to whom it is unlawful to make such an offer. The Units have not
been and will not be registered under the Securities Act and may not be offered or sold within
the United States (as defined in Regulation S) except pursuant to an exemption from, or in
a transaction not subject to, the registration requirements of the Securities Act and applicable
state laws. The Units are being offered and sold outside the United States (including
institutional and other investors in Singapore) in reliance on Regulation S. There will be no
public offer of Units in the United States. Any failure to comply with this restriction may
constitute a violation of securities laws in the United States and in other jurisdictions.
The Manager reserves the right to reject any application for Units where the Manager
believes or has reason to believe that such applications may violate the securities
laws or any applicable legal or regulatory requirements of any jurisdiction.
No person in any jurisdiction outside Singapore receiving this Prospectus or its
accompanying documents (including the Application Form) may treat the same as an offer or
invitation to subscribe for any Units unless such an offer or invitation could lawfully be made
without compliance with any regulatory or legal requirements in those jurisdictions.
(15) The Manager reserves the right to reject any application which does not conform strictly to
the instructions or with the terms and conditions set out in this Prospectus (including the
instructions set out in the accompanying Application Forms, in the ATMs and IB websites of
the relevant Participating Banks and the mobile banking interface (“mBanking Interface”) of
DBS Bank) or, in the case of an application by way of an Application Form, the contents of
which is illegible, incomplete, incorrectly completed or which is accompanied by an
improperly drawn up or improper form of remittance.
(16) The Manager further reserves the right to treat as valid any applications not completed or
submitted or effected in all respects in accordance with the instructions and terms and
conditions set out in this Prospectus (including the instructions set out in the accompanying
Application Forms and in the ATMs and IB websites of the relevant Participating Banks and
the mBanking Interface of DBS Bank), and also to present for payment or other processes
all remittances at any time after receipt and to have full access to all information relating to,
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or deriving from, such remittances or the processing thereof. Without prejudice to the rights
of the Manager, each of the Joint Bookrunners as agents of the Manager, has been
authorised to accept, for and on behalf of the Manager, such other forms of application as the
Joint Bookrunners may, in consultation with the Manager, deem appropriate.
(17) The Manager reserves the right to reject or to accept, in whole or in part, or to scale down
or to ballot, any application, without assigning any reason therefor, and none of the Manager,
nor any of the Joint Bookrunners will entertain any enquiry and/or correspondence on the
decision of the Manager. This right applies to applications made by way of Application Forms
and by way of Electronic Applications and by such other forms of application as the Joint
Bookrunners may, in consultation with the Manager, deem appropriate. In deciding the basis
of allocation, the Manager, in consultation with the Joint Bookrunners, will give due
consideration to the desirability of allocating the Units to a reasonable number of applicants
with a view to establishing an adequate market for the Units.
(18) In the event that the Manager lodges a supplementary or replacement prospectus (“Relevant
Document”) pursuant to the Securities and Futures Act or any applicable legislation in force
from time to time prior to the close of the Offering, and the Units have not been issued, the
Manager will (as required by law) at the Manager’s sole and absolute discretion either:
(a)

within two days (excluding any Saturday, Sunday or public holiday) from the date of the
lodgment of the Relevant Document, give you notice in writing of how to obtain, or
arrange to receive, a copy of the same and provide you with an option to withdraw your
application and take all reasonable steps to make available within a reasonable period
the Relevant Document to you if you have indicated that you wish to obtain, or have
arranged to receive, a copy of the Relevant Document; or

(b)

within seven days of the lodgment of the Relevant Document, give you a copy of the
Relevant Document and provide you with an option to withdraw your application; or

(c)

deem your application as withdrawn and cancelled and refund your application monies
(without interest or any share of revenue or other benefit arising therefrom) to you within
seven days from the lodgment of the Relevant Document.

Any applicant who wishes to exercise his option under paragraphs 18(a) and (b) above to
withdraw his application shall, within 14 days from the date of lodgment of the Relevant
Document, notify the Manager whereupon the Manager shall, within seven days from the
receipt of such notification, return all monies in respect of such application (without interest
or any share of revenue or other benefit arising therefrom).
In the event that the Units have already been issued at the time of the lodgment of the
Relevant Document but trading has not commenced, the Manager will (as required by law)
either:
(i)

within two days (excluding any Saturday, Sunday or public holiday) from the date of the
lodgment of the Relevant Document, give you notice in writing of how to obtain, or
arrange to receive, a copy of the same and provide you with an option to return to the
Manager the Units which you do not wish to retain title in and take all reasonable steps
to make available within a reasonable period the Relevant Document to you if you have
indicated that you wish to obtain, or have arranged to receive, a copy of the Relevant
Document; or

(ii)

within seven days from the lodgment of the Relevant Document, give you a copy of the
Relevant Document and provide you with an option to return the Units which you do not
wish to retain title in; or
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(iii) deem the issue as void and refund your payment for the Units (without interest or any
share of revenue or other benefit arising therefrom) within seven days from the
lodgment of the Relevant Document.
Any applicant who wishes to exercise his option under paragraphs 18(i) and (ii) above to
return the Units issued to him shall, within 14 days from the date of lodgment of the Relevant
Document, notify the Manager of this and return all documents, if any, purporting to be
evidence of title of those Units, whereupon the Manager shall, within seven days from the
receipt of such notification and documents, pay to him all monies paid by him for the Units
without interest or any share of revenue or other benefit arising therefrom and at his own risk,
and the Units issued to him shall be deemed to be void.
Additional terms and instructions applicable upon the lodgment of the Relevant Document,
including instructions on how you can exercise the option to withdraw, may be found in such
Relevant Document.
(19) The Units may be reallocated between the Placement Tranche and the Public Offer for any
reason, including in the event of excess applications in one and a deficit of applications in the
other at the discretion of the Joint Bookrunners, in consultation with the Manager subject to
any applicable laws.
(20) There will not be any physical security certificates representing the Units. It is expected that
CDP will send to you, at your own risk, within 15 Market Days after the close of the Offering,
and subject to the submission of valid applications and payment for the Units, a statement
of account stating that your Securities Account has been credited with the number of Units
allocated to you. This will be the only acknowledgement of application monies received and
is not an acknowledgement by the Manager. You irrevocably authorise CDP to complete and
sign on your behalf as transferee or renouncee any instrument of transfer and/or other
documents required for the issue or transfer of the Units allocated to you. This authorization
applies to applications made both by way of Application Forms and by way of Electronic
Applications.
(21) You irrevocably authorise CDP to disclose the outcome of your application, including the
number of Units allocated to you pursuant to your application, to the Manager, the Sole
Global Coordinator, the Joint Bookrunners and any other parties so authorised by CDP, the
Manager, the Sole Global Coordinator and/or the Joint Bookrunners.
(22) Any reference to “you” or the “Applicant” in this section shall include an individual, a
corporation, an approved nominee company and trustee applying for the Units by way of an
Application Form or by way of Electronic Application or by such other manner as the Joint
Bookrunners may, in their absolute discretion, deem appropriate.
(23) By completing and delivering an Application Form and, in the case of: (i) an ATM Electronic
Application, by pressing the “Enter” or “OK” or “Confirm” or “Yes” key or any other relevant
key on the ATM, (ii) in the case of an Internet Electronic Application, by clicking “Submit” or
“Continue” or “Yes” or “Confirm” or any other button on the IB website screen, or (iii) in the
case of an mBanking Application, by transmitting “Submit” or “Continue” or “Yes” or “Confirm”
or any other icon via the mBanking Interface in accordance with the provisions herein, you:
(a)

irrevocably agree and undertake to purchase the number of Units specified in your
application (or such smaller number for which the application is accepted) at the
Offering Price and agree that you will accept such number of Units as may be allocated
to you, in each case on the terms of, and subject to the conditions set out in, the
Prospectus and its accompanying documents (including the Application Forms) and the
Trust Deed;
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(b)

agree that, in the event of any inconsistency between the terms and conditions for
application set out in this Prospectus and its accompanying documents (including the
Application Form) and those set out in the IB websites, mBanking Interface or ATMs of
the relevant Participating Banks, the terms and conditions set out in the Prospectus and
its accompanying documents (including the Application Forms) shall prevail;

(c)

in the case of an application by way of a Public Offer Units Application Form or an
Electronic Application, agree that the Offering Price for the Public Offer Units applied for
is due and payable to the Manager upon application;

(d)

in the case of an application by way of a Placement Units Application Form or such other
forms of application as the Joint Bookrunners may in their absolute discretion deem
appropriate, agree that the Offering Price for the Placement Units applied for is due and
payable to the Manager upon application;

(e)

warrant the truth and accuracy of the information contained, and representations and
declarations made, in your application, and acknowledge and agree that such
information, representations and declarations will be relied on by the Manager in
determining whether to accept your application and/or whether to allocate any Units to
you;

(f)

(i) consent to the collection, use, processing and disclosure of your name,
NRIC/passport number or company registration number, address, nationality,
permanent resident status, Securities Account number, share application amount, the
outcome of your application (including the number of Invitation Shares allocated to you
pursuant to your application) and other personal data (“Personal Data”) by the Unit
Registrar, CDP, Securities Clearing Computer Services (Pte) Ltd (“SCCS”), SGX-ST,
the Participating Banks, the Manager, the Sole Global Coordinator, the Joint
Bookrunners and/or other authorised operators (the “Relevant Parties”) for the
purpose of the processing of your application for the Invitation Shares, and in order for
the Relevant Parties to comply with any applicable laws, listing rules, regulations and/or
guidelines (collectively, the “Purposes”) and warrant that such Personal Data is true,
accurate and correct, (ii) warrant that where you, as an approved nominee company,
disclose the Personal Data of the beneficial owner(s) to the Relevant Parties, you have
obtained the prior consent of such beneficial owner(s) for the collection, use,
processing and disclosure by the Relevant Parties of the Personal Data of such
beneficial owner(s) for the Purposes, (iii) agree that the Relevant Parties may do
anything or disclose any Personal Data or matters without notice to you if the Sole
Global Coordinator and/or the Joint Bookrunners considers them to be required or
desirable in respect of any applicable policy, law, regulation, government entity,
regulatory authority or similar body, and (iv) agree that you will indemnify the Relevant
Parties in respect of any penalties, liabilities, claims, demands, losses and damages as
a result of your breach of warranties. You also agree that the Relevant Parties shall be
entitled to enforce this indemnity (collectively, the “Personal Data Privacy Terms”);

(g)

agree and warrant that, if the laws of any jurisdictions outside Singapore are applicable
to your application, you have complied with all such laws and none of the Manager nor
any of the Joint Bookrunners will infringe any such laws as a result of the acceptance
of your application;

(h)

agree and confirm that you are outside the United States; and

(i)

understand that the Units have not been and will not be registered under the Securities
Act or the securities laws of any state of the United States and may not be offered or
sold in the United States except pursuant to an exemption from or in a transaction not
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subject to the registration requirements of the Securities Act and applicable state
securities laws. There will be no public offer of the Units in the United States. Any failure
to comply with this restriction may constitute a violation of the United States securities
laws.
(24) Acceptance of applications will be conditional upon, among others, the Manager being
satisfied that:
(a)

permission has been granted by the SGX-ST to deal in and for the quotation of all of the
(i) Units comprised in the Offering, (ii) the Summit Units, (iii) the Initial Units and (iv)
Units which will be issued to the Manager from time to time in full or part payment of the
Manager’s fees on the Main Board of the SGX-ST;

(b)

the Underwriting Agreement, referred to in the section on “Plan of Distribution” in this
Prospectus, has become unconditional and has not been terminated; and

(c)

the Authority has not served a stop order which directs that no or no further Units to
which this Prospectus relates be allotted or issued (“Stop Order”). The Securities and
Futures Act provides that the Authority shall not serve a Stop Order if all the Units have
been issued, sold, and listed for quotation on the SGX-ST and trading in them has
commenced.

(25) In the event that a Stop Order in respect of the Units is served by the Authority or other
competent authority, and:
(a)

the Units have not been issued (as required by law), all applications shall be deemed
to be withdrawn and cancelled and the Manager shall refund the application monies
(without interest or any share of revenue or other benefit arising therefrom) to you within
14 days of the date of the Stop Order; or

(b)

if the Units have already been issued but trading has not commenced, the issue will (as
required by law) be deemed void and the Manager shall refund your payment for the
Units (without interest or any share of revenue or other benefit arising therefrom) to you
within 14 days from the date of the Stop Order.

This shall not apply where only an interim Stop Order has been served.
(26) In the event that an interim Stop Order in respect of the Units is served by the Authority or
other competent authority, no Units shall be issued to you until the Authority revokes the
interim Stop Order. The Authority is not able to serve a Stop Order in respect of the Units if
the Units have been issued and listed on the SGX-ST and trading in them has commenced.
(27) Additional terms and conditions for applications by way of Application Forms are set out in
the section “Additional Terms and Conditions for Applications using Printed Application
Forms” on pages G-8 to G-10 of this Prospectus.
(28) Additional terms and conditions for applications by way of Electronic Applications are set out
in the section “Additional Terms and Conditions for Electronic Applications” on pages G-12
to G-17 of this Prospectus.
(29) All payments in respect of any application for Public Offer Units, and all refunds where (a) an
application is rejected or accepted in part only or (b) the Offering does not proceed for any
reason, shall be made in Singapore dollars.
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(30) All payments in respect of any application for Placement Units, and all refunds where (a) an
application is rejected or accepted in part only or (b) the Offering does not proceed for any
reason, shall be made in Singapore dollars.
(31) All refunds where (a) an application is rejected or accepted in part only or (b) the Offering
does not proceed for any reason, shall be made in Singapore dollars.
(32) No application will be held in reserve.
(33) This Prospectus is dated 4 August 2014. No Units shall be allotted or allocated on the basis
of this Prospectus later than 12 months after the date of this Prospectus.
Additional Terms and Conditions for Applications using Printed Application Forms
Applications by way of an Application Form shall be made on, and subject to the terms and
conditions of this Prospectus, including but not limited to the terms and conditions set out below,
as well as those set out under the section entitled “Terms, Conditions and Procedures for
Application for and Acceptance of the Units in Singapore” on pages G-1 and G-23 of this
Prospectus and the Trust Deed.
(1)

Applications for the Public Offer Units must be made using the printed WHITE Public Offer
Units Application Forms and printed WHITE official envelopes “A” and “B”, accompanying
and forming part of this Prospectus.
Applications for the Placement Units must be made using the printed BLUE Placement Units
Application Forms (or in such manner as the Joint Bookrunners may in their absolute
discretion deem appropriate), accompanying and forming part of this Prospectus.
Without prejudice to the rights of the Manager and the Joint Bookrunners, the Joint
Bookrunners, as agents of the Manager, have been authorised to accept, for and on behalf
of the Manager, such other forms of application, as the Joint Bookrunners may (in
consultation with the Manager) deem appropriate.
Your attention is drawn to the detailed instructions contained in the Application Forms and
this Prospectus for the completion of the Application Forms, which must be carefully
followed. The Manager reserves the right to reject applications which do not conform
strictly to the instructions set out in the Application Forms and this Prospectus (or, in
the case of applications for the Placement Units, followed) which are illegible,
incomplete, incorrectly completed or which are accompanied by improperly drawn
remittances or improper form of remittances.

(2)

You must complete your Application Forms in English. Please type or write clearly in ink
using BLOCK LETTERS.

(3)

You must complete all spaces in your Application Forms except those under the heading
“FOR OFFICIAL USE ONLY” and you must write the words “NOT APPLICABLE” or “N.A.” in
any space that is not applicable.

(4)

Individuals, corporations, approved nominee companies and trustees must give their names
in full. If you are an individual, you must make your application using your full name as it
appears on your NRIC (if you have such an identification document) or in your passport and,
in the case of a corporation, in your full name as registered with a competent authority. If you
are not an individual, you must complete the Application Form under the hand of an official
who must state the name and capacity in which he signs the Application Form. If you are a
corporation completing the Application Form, you are required to affix your common seal (if
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any) in accordance with your Memorandum and Articles of Association or equivalent
constitutive documents of the corporation. If you are a corporate applicant and your
application is successful, a copy of your Memorandum and Articles of Association or
equivalent constitutive documents must be lodged with IREIT’s Unit Registrar. The Manager
reserves the right to require you to produce documentary proof of identification for
verification purposes.
(5)

(a)

You must complete Sections A and B and sign page 1 of the Application Form.

(b)

You are required to delete either paragraph 7(c) or 7(d) on page 1 of the Application
Form. Where paragraph 7(c) is deleted, you must also complete Section C of the
Application Form with particulars of the beneficial owner(s).

(c)

If you fail to make the required declaration in paragraph 7(c) or 7(d), as the case may
be, on page 1 of the Application Form, your application is liable to be rejected.

(6)

You (whether an individual or corporate applicant, whether incorporated or unincorporated
and wherever incorporated or constituted) will be required to declare whether you are a
citizen or permanent resident of Singapore or a corporation in which citizens or permanent
residents of Singapore or any body corporate constituted under any statute of Singapore
have an interest in the aggregate of more than 50 per cent. of the issued share capital of or
interests in such corporation. If you are an approved nominee company, you are required to
declare whether the beneficial owner of the Units is a citizen or permanent resident of
Singapore or a corporation, whether incorporated or unincorporated and wherever
incorporated or constituted, in which citizens or permanent residents of Singapore or any
body corporate incorporated or constituted under any statute of Singapore have an interest
in the aggregate of more than 50 per cent. of the issued share capital of or interests in such
corporation.

(7)

You may apply for the Units in Singapore currency using only cash. Each application must
be accompanied by a cash remittance in Singapore currency for the full amount payable in
Singapore dollars of the Offering Price, in respect of the number of Units applied for. The
remittance must in the form of a BANKER’S DRAFT or CASHIER’S ORDER drawn on a
bank in Singapore, made out in favour of “IREIT UNIT ISSUE ACCOUNT” crossed “A/C
PAYEE ONLY” with your name, CDP Securities Account number and address written clearly
on the reverse side. Applications not accompanied by any payment or accompanied by any
other form of payment will not be accepted. No combined Banker’s Draft or Cashier’s Order
for different CDP Securities Accounts shall be accepted. Remittances bearing “NOT
TRANSFERABLE” or “NON-TRANSFERABLE” crossings will be rejected.

(8)

Monies paid in respect of unsuccessful applications are expected to be returned (without
interest or any share of revenue or other benefit arising therefrom) to you by ordinary post,
in the event of oversubscription for the Units, within 24 hours of the balloting (or such shorter
period as the SGX-ST may require), at your own risk. Where your application is rejected or
accepted or in part only, the full amount or the balance of the application monies, as the case
may be, will be refunded (without interest or any share of revenue or other benefit arising
therefrom) to you by ordinary post at your own risk within 14 Market Days after the close of
the Offering, PROVIDED THAT the remittance accompanying such application which has
been presented for payment or other processes has been honoured and the application
monies received in the designated unit issue account. If the Offering does not proceed for
any reason, the full amount of application monies (without interest or any share of revenue
or other benefit arising therefrom) will be returned to you within three Market Days after the
Offering is discontinued.

G-9

(9)

Capitalised terms used in the Application Forms and defined in this Prospectus shall bear the
meanings assigned to them in this Prospectus.

(10) By completing and delivering the Application Forms, you agree that:
(a)

in consideration of the Manager having distributed the Application Form to you and by
completing and delivering the Application Form before the close of the Offering:
(i)

your application is irrevocable;

(ii)

your remittance will be honoured on first presentation and that any monies
returnable may be held pending clearance of your payment without interest or any
share of revenue or other benefit arising therefrom; and

(iii) you represent and agree that you are located outside the United States (within the
meaning of Regulation S);
(b)

all applications, acceptances or contracts resulting therefrom under the Offering shall
be governed by and construed in accordance with the laws of Singapore and that you
irrevocably submit to the non-exclusive jurisdiction of the Singapore courts;

(c)

in respect of the Units for which your application has been received and not rejected,
acceptance of your application shall be constituted by written notification by or on behalf
of the Manager and not otherwise, notwithstanding any remittance being presented for
payment by or on behalf of the Manager;

(d)

you will not be entitled to exercise any remedy of rescission for misrepresentation at
any time after acceptance of your application;

(e)

reliance is placed solely on information contained in this Prospectus and that none of
the Manager, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or any
other person involved in the Offering shall have any liability for any information not
contained therein;

(f)

you accept and agree to the Personal Data Privacy Terms set out in this Prospectus;
and

(g)

you irrevocably agree and undertake to purchase the number of Units applied for as
stated in the Application Form or any smaller number of such Units that may be
allocated to you in respect of your application. In the event that the Manager decides
to allocate any smaller number of Units or not to allocate any Units to you, you agree
to accept such decision as final.

Procedures Relating to Applications for the Public Offer Units by Way of Printed
Application Forms
(1)

Your application for the Public Offer Units by way of printed Application Forms must be made
using the WHITE Public Offer Units Application Forms and WHITE official envelopes “A” and
“B”.
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(2)

You must:
(a)

enclose the WHITE Public Offer Units Application Form, duly completed and signed,
together with correct remittance for the full amount payable at the Offering Price in
Singapore currency in accordance with the terms and conditions of this Prospectus and
its accompanying documents, in the WHITE official envelope “A” provided;

(b)

in appropriate spaces on the WHITE official envelope “A”:
(i)

write your name and address;

(ii)

state the number of Public Offer Units applied for; and

(iii) tick the relevant box to indicate form of payment;
(c)

SEAL THE WHITE OFFICIAL ENVELOPE “A”;

(d)

write, in the special box provided on the larger WHITE official envelope “B” addressed
to Boardroom Corporate & Advisory Services Pte. Ltd., 50 Raffles Place #32-01,
Singapore Land Tower, Singapore 048623, the number of Public Offer Units you have
applied for;

(e)

insert the WHITE official envelope “A” into the WHITE official envelope “B” and seal the
WHITE OFFICIAL ENVELOPE “B”; and

(f)

affix adequate Singapore postage on the WHITE official envelope “B” (if dispatching by
ordinary post) and thereafter DESPATCH BY ORDINARY POST OR DELIVER BY
HAND the documents at your own risk to Boardroom Corporate & Advisory Services
Pte. Ltd., 50 Raffles Place #32-01, Singapore Land Tower, Singapore 048623, so as to
arrive by 12.00 noon on 11 August 2014 or such other date(s) and time(s) as the
Manager may agree with the Joint Bookrunners. Courier services or Registered Post
must NOT be used.

(3)

Applications that are illegible, incomplete or incorrectly completed or accompanied by
improperly drawn remittances or which are not honoured upon their first presentation are
liable to be rejected. Except for application for the Placement Units where remittance is
permitted to be submitted separately, applications for the Public Offer Units not accompanied
by any payment or any other form of payment will not be accepted.

(4)

ONLY ONE APPLICATION should be enclosed in each envelope. No acknowledgement of
receipt will be issued for any application or remittance received.

Procedures Relating to Applications for the Placement Units by Way of Printed Application
Forms
(1)

Your application for the Placement Units by way of printed Application Forms must be made
using the BLUE Placement Units Application Forms.

(2)

The completed and signed BLUE Placement Units Application Form and your remittance, in
accordance with the terms and conditions of this Prospectus, for the full amount payable at
the Offering Price, as the case may be, for each Unit in respect of the number of Placement
Units applied for, with your name, CDP Securities Account number and address clearly
written on the reverse side, must be enclosed and sealed in an envelope to be provided by
you. Your application for Placement Units must be delivered to Boardroom Corporate &
Advisory Services Pte. Ltd., 50 Raffles Place #32-01, Singapore Land Tower, Singapore
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048623, to arrive by 12 noon on 11 August 2014 or such other date(s) and time(s) as the
Manager may agree with the Joint Bookrunners. Courier services or Registered Post must
NOT be used.
(3)

Applications that are illegible, incomplete or incorrectly completed or accompanied by
improperly drawn remittances or which are not honoured upon their first presentation are
liable to be rejected.

(4)

ONLY ONE APPLICATION should be enclosed in each envelope. No acknowledgement of
receipt will be issued for any application or remittance received.

Additional Terms and Conditions for Electronic Applications
Electronic Applications shall be made on and subject to the terms and conditions of this
Prospectus, including but not limited to the terms and conditions set out below and those under
the section “Terms, Conditions and Procedures for Application for and Acceptance of the Units in
Singapore” on pages G-1 to G-23 of this Prospectus, as well as the Trust Deed.
(1)

The procedures for Electronic Applications are set out on the ATM screens of the relevant
Participating Banks (in the case of ATM Electronic Applications), the IB website screens of
the relevant Participating Banks (in the case of Internet Electronic Applications) and the
mBanking Interface of DBS Bank (in the case of mBanking Applications). DBS Bank is the
only Participating Bank through which mBanking Applications may be made.

(2)

For illustration purposes, the procedures for Electronic Applications for Public Offer Units
through ATMs, the IB website of DBS Bank and the mBanking Interface (together the
“Steps”) are set out in pages G-18 to G-23 of this Prospectus. The Steps set out the actions
that you must take at ATMs, the IB website or the mBanking Interface of DBS Bank to
complete an Electronic Application. The actions that you must take at the ATMs or the IB
websites of the other Participating Banks are set out on the ATM screens, the IB website
screens of the respective Participating Banks. Please read carefully the terms and conditions
of this Prospectus and its accompanying documents (including the Application Form), the
Steps and the terms and conditions for Electronic Applications set out below before making
an Electronic Application.

(3)

Any reference to “you” or the “Applicant” in these Additional Terms and Conditions for
Electronic Applications and the Steps shall refer to you making an application for Public Offer
Units through an ATM of one of the relevant Participating Banks, the IB website of a relevant
Participating Bank or the mBanking Interface of DBS Bank.

(4)

If you are making an ATM Electronic Application:
(a)

You must have an existing bank account with and be an ATM cardholder of one of the
Participating Banks. An ATM card issued by one Participating Bank cannot be used to
apply for Public Offer Units at an ATM belonging to other Participating Banks.

(b)

You must ensure that you enter your own CDP Securities Account number when using
the ATM card issued to you in your own name. If you fail to use your own ATM card or
do not key in your own CDP Securities Account number, your application will be
rejected. If you operate a joint bank account with any of the Participating Banks, you
must ensure that you enter your own CDP Securities Account number when using the
ATM card issued to you in your own name. Using your own CDP Securities Account
number with an ATM card which is not issued to you in your own name will render your
Electronic Application liable to be rejected.
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(c)

(5)

(6)

Upon the completion of your ATM Electronic Application, you will receive an ATM
transaction slip (“Transaction Record”), confirming the details of your ATM Electronic
Application. The Transaction Record is for your retention and should not be submitted
with any printed Application Form.

If you are making an Internet Electronic Application or a mBanking Application:
(a)

You must have an existing bank account with, and a User Identification (“User ID”) as
well as a Personal Identification Number (“PIN”) given by, the relevant Participating
Bank.

(b)

You must ensure that the mailing address of your account selected for the application
is in Singapore and you must declare that the application is being made in Singapore.
Otherwise, your application is liable to be rejected. In connection with this, you will be
asked to declare that you are in Singapore at the time you make the application.

(c)

Upon the completion of your Internet Electronic Application through the IB website of
the relevant Participating Bank or the mBanking Interface of DBS Bank, there will be an
on-screen confirmation (“Confirmation Screen”) of the application which can be
printed out or screen captured by you for your record. This printed record or screen
capture of the Confirmation Screen is for your retention and should not be submitted
with any printed Application Form.

In connection with your Electronic Application for Public Offer Units, you are required to
confirm statements to the following effect in the course of activating the Electronic
Application:
(a)

that you have received a copy of the Prospectus (in the case of Electronic Applications)
and have read, understood and agreed to all the terms and conditions of application for
the Public Offer Units and the Prospectus prior to effecting the Electronic Application
and agree to be bound by the same;

(b)

you accept and agree to the Personal Data Privacy Terms set out in this Prospectus;
and

(c)

where you are applying for the Public Offer Units, that this is your only application for
the Public Offer Units and it is made in your name and at your own risk.
Your application will not be successfully completed and cannot be recorded as a
completed transaction unless you press the “Enter” or “OK” or “Confirm” or “Yes” or any
other relevant key in the ATM or click “Confirm” or “OK” or “Submit” or “Continue” or
“Yes” or any other relevant button on the website screen or the mBanking Interface. By
doing so, you shall be treated as signifying your confirmation of each of the three
statements above. In respect of statement 6(b) above, your confirmation, by pressing
the “Enter” or “OK” or “Confirm” or “Yes” or any other relevant key in the ATM or clicking
“Confirm” or “OK” or “Submit” or “Continue” or “Yes” or any other relevant button, shall
signify and shall be treated as your written permission, given in accordance with the
relevant laws of Singapore, including Section 47(2) of the Banking Act, Chapter 19 of
Singapore, to the disclosure by that Participating Bank of the Relevant Particulars of
your account(s) with that Participating Bank to the Relevant Parties.
By making an Electronic Application you confirm that you are not applying for the Public
Offer Units as a nominee of any other person and that any Electronic Application that
you make is the only application made by you as the beneficial owner. You shall make
only one Electronic Application for the Public Offer Units and shall not make any other
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application for the Public Offer Units whether at the ATMs of any Participating Bank, the
IB websites of the relevant Participating Banks or the mBanking Interface of DBS Bank
or on the Application Forms. Where you have made an application for the Public Offer
Units on an Application Form, you shall not make an Electronic Application for the Public
Offer Units and vice versa.
(7)

You must have sufficient funds in your bank account with your Participating Bank at the time
you make your ATM Electronic Application, Internet Electronic Application or mBanking
Application, failing which such Electronic Application will not be completed. Any Electronic
Application which does not conform strictly to the instructions set out in this Prospectus or
on the screens of the ATMs or on the IB website of the relevant Participating Bank or the
mBanking Interface of DBS Bank, as the case may be, through which your Electronic
Application is being made shall be rejected.

(8)

You may apply and make payment for your application for the Public Offer Units in Singapore
currency through any ATM or IB website of your Participating Bank or the mBanking Interface
of DBS Bank (as the case may be) by authorising your Participating Bank to deduct the full
amount payable from your bank account(s) with such Participating Bank.

(9)

You irrevocably agree and undertake to subscribe for and to accept the number of Public
Offer Units applied for as stated on the Transaction Record or the Confirmation Screen or
any lesser number of such Public Offer Units that may be allocated to you in respect of your
Electronic Application. In the event that the Manager decides to allocate any lesser number
of such Public Offer Units or not to allocate any Public Offer Units to you, you agree to accept
such decision as final. If your Electronic Application is successful, your confirmation (by your
action of pressing the “Enter” or “OK” or “Confirm” or “Yes” or any other relevant key in the
ATM or clicking “Confirm” or “OK” or “Submit” or “Continue” or “Yes” or any other relevant
button on the Internet screen or the mBanking Interface of DBS Bank) of the number of Public
Offer Units applied for shall signify and shall be treated as your acceptance of the number
of Public Offer Units that may be allocated to you and your agreement to be bound by the
Trust Deed.

(10) The Manager will not keep any application in reserve. Where your Electronic Application is
unsuccessful, the full amount of the application monies will be returned (without interest or
any share of revenue or other benefit arising therefrom) to you by being automatically
credited to your account with your Participating Bank, within 24 hours of the balloting (or
such shorter period as the SGX-ST may require) provided that the remittance in respect of
such application which has been presented for payment or other processes has been
honoured and the application monies received in the designated unit issue account.
Where your Electronic Application is accepted or rejected in full or in part only, the balance
of the application monies, as the case may be, will be returned (without interest or any share
of revenue or other benefit arising therefrom) to you by being automatically credited to your
account with your Participating Bank, within 14 Market Days after the close of the Offering
provided that the remittance in respect of such application which has been presented for
payment or other processes has been honoured and the application monies received in the
designated unit issue account.
If the Offering does not proceed for any reason, the full amount of application monies
(without interest or any share of revenue or other benefit arising therefrom) will be returned
to you within three Market Days after the Offering is discontinued.
Responsibility for timely refund of application monies (whether from unsuccessful or partially
successful Electronic Applications or otherwise) lies solely with the respective Participating
Banks. Therefore, you are strongly advised to consult your Participating Bank as to the status
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of your Electronic Application and/or the refund of any money to you from an unsuccessful
or partially successful Electronic Application, to determine the exact number of Public Offer
Units, if any, allocated to you before trading the Units on the SGX-ST. None of the SGX-ST,
CDP, SCCS, the Participating Banks, the Manager, the Sole Global Coordinator, the Joint
Bookrunners assume any responsibility for any loss that may be incurred as a result of you
having to cover any net sell positions or from buy-in procedures activated by the SGX-ST.
(11) If your Electronic Application is unsuccessful, no notification will be sent by the relevant
Participating Bank.
(12) Applicants who make ATM Electronic Applications through the ATMs of the following
Participating Banks may check the provisional results of their ATM Electronic Applications as
follows:

Other Channels

Operating
Hours

Service
expected
from

Bank

Telephone

DBS Bank Ltd.
(including POSB)
(“DBS Bank”)

Internet Banking
1800 339 6666
(for POSB account http://www.dbs.com(1)
holders)
1800 111 1111
(for DBS account
holders)

24 hours a
day

Evening of
the balloting
day

Oversea-Chinese
Banking
Corporation
Limited
(“OCBC”)

1800 363 3333

Phone Banking/ATM/
Internet Banking
http://www.ocbc.com(2)

24 hours a
day

Evening of
the balloting
day

United Overseas
Bank Limited and
its subsidiary, Far
Eastern Bank
Limited
(“UOB Group”)

1800 222 2121

ATM (Other Transactions
24 hours a
“IPO Enquiry”)/
day
Internet Banking
http://www.uobgroup.com(3)

Evening of
the balloting
day

Notes:
(1)

Applicants who have made Internet Electronic Applications through the Internet Banking website of DBS Bank
or mBanking Applications through the mBanking Interface of DBS Bank may also check the results of their
applications through the same channels listed in the table above in relation to ATM Electronic Applications
made at the ATMs of DBS Bank.

(2)

Applicants who have made Electronic Application through the ATMs of OCBC may check the results of their
applications through OCBC Personal Internet Banking, OCBC ATMs or OCBC Phone Banking services.

(3)

Applicants who have made Electronic Application through the ATMs or the Internet Banking website of the
UOB Group may check the results of their applications through UOB Personal Internet Banking, UOB ATMs
or UOB Phone Banking services.

(13) ATM Electronic Applications shall close at 12.00 noon on 11 August 2014 or such other
date(s) and time(s) as the Manager may agree with the Joint Bookrunners. All Internet
Electronic Applications and mBanking Applications must be received by 12.00 noon on
11 August 2014, or such other date(s) and time(s) as the Manager may agree with the Joint
Bookrunners. Internet Electronic Applications and mBanking Applications are deemed to be
received when they enter the designated information system of the relevant Participating
Bank.
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(14) You are deemed to have irrevocably requested and authorised the Manager to:
(a)

register the Public Offer Units allocated to you in the name of CDP for deposit into your
Securities Account;

(b)

return or refund (without interest or any share of revenue earned or other benefit arising
therefrom) the application monies, should your Electronic Application be rejected or if
the Offering does not proceed for any reason, by automatically crediting your bank
account with your Participating Bank, with the relevant amount within 24 hours after
balloting (or such shorter period as the SGX-ST may require), or within three Market
Days if the Offering does not proceed for any reason, after the close or discontinuation
(as the case may be) of the Offering, PROVIDED THAT the remittance in respect of
such application which has been presented for payment or such other processes has
been honoured and application monies received in the designated unit issue account;
and

(c)

return or refund (without interest or any share of revenue or other benefit arising
therefrom) the balance of the application monies, should your Electronic Application be
rejected or accepted in part only, by automatically crediting your bank account with your
Participating Bank, at your risk, with the relevant amount within 14 Market Days after
the close of the Offering, PROVIDED THAT the remittance in respect of such application
which has been presented for payment or such other processes has been honoured and
application monies received in the designated unit issue account.

(15) You irrevocably agree and acknowledge that your Electronic Application is subject to risks of
electrical, electronic, technical and computer-related faults and breakdown, fires, acts of God
and other events beyond the control of the Participating Banks, the Manager, the Sole Global
Coordinator, the Joint Bookrunners, and if, in any such event the Manager, the Sole Global
Coordinator, the Joint Bookrunners, and/or the relevant Participating Bank do not receive
your Electronic Application, or any data relating to your Electronic Application or the tape or
any other devices containing such data is lost, corrupted or not otherwise accessible,
whether wholly or partially for whatever reason, you shall be deemed not to have made an
Electronic Application and you shall have no claim whatsoever against the Manager, the Sole
Global Coordinator, the Joint Bookrunners and/or the relevant Participating Bank for any
Public Offer Units applied for or for any compensation, loss or damage.
(16) The existence of a trust will not be recognised. Any Electronic Application by a trustee must
be made in his own name and without qualification. The Manager shall reject any application
by any person acting as nominee (other than approved nominee companies).
(17) All your particulars in the records of your Participating Bank at the time you make your
Electronic Application shall be deemed to be true and correct and your Participating Bank
and the Relevant Parties shall be entitled to rely on the accuracy thereof. If there has been
any change in your particulars after making your Electronic Application, you must promptly
notify your Participating Bank.
(18) You should ensure that your personal particulars as recorded by both CDP and the relevant
Participating Bank are correct and identical, otherwise, your Electronic Application is liable
to be rejected. You should promptly inform CDP of any change in address, failing which the
notification letter on successful allocation will be sent to your address last registered with
CDP.
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(19) By making and completing an Electronic Application, you are deemed to have agreed that:
(a)

in consideration of the Manager making available the Electronic Application facility,
through the Participating Banks acting as agents of the Manager, at the ATMs and
Internet Banking websites of the relevant Participating Banks and the mBanking
Interface of DBS Bank:
(i)

your Electronic Application is irrevocable;

(ii)

your Electronic Application, the acceptance by the Manager and the contract
resulting therefrom under the Public Offer shall be governed by and construed in
accordance with the laws of Singapore and you irrevocably submit to the
non-exclusive jurisdiction of the Singapore courts; and

(iii) you represent and agree that you are not located in the United States (within the
meaning of Regulations S);
(b)

none of CDP, the Manager, the Sole Global Coordinator, the Joint Bookrunners and the
Participating Banks shall be liable for any delays, failures or inaccuracies in the
recording, storage or in the transmission or delivery of data relating to your Electronic
Application to the Manager, or CDP or the SGX-ST due to breakdowns or failure of
transmission, delivery or communication facilities or any risks referred to in paragraph
15 above or to any cause beyond their respective controls;

(c)

in respect of the Public Offer Units for which your Electronic Application has been
successfully completed and not rejected, acceptance of your Electronic Application
shall be constituted by written notification by or on behalf of the Manager and not
otherwise, notwithstanding any payment received by or on behalf of the Manager;

(d)

you will not be entitled to exercise any remedy for rescission for misrepresentation at
any time after acceptance of your application;

(e)

reliance is placed solely on information contained in this Prospectus and that none of
the Manager, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or any
other person involved in the Offering shall have any liability for any information not
contained therein; and

(f)

you irrevocably agree and undertake to subscribe for the number of Public Offer Units
applied for as stated in your Electronic Application or any smaller number of such Public
Offer Units that may be allocated to you in respect of your Electronic Application. In the
event the Manager decides to allocate any smaller number of such Public Offer Units
or not to allocate any Public Offer Units to you, you agree to accept such decision as
final.
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Steps for ATM Electronic Applications for Public Offer Units through ATMs of DBS
(including POSB ATMs)
Instructions for ATM Electronic Applications will appear on the ATM screens of the respective
Participating Bank. For illustration purposes, the steps for making an ATM Electronic Application
through a DBS Bank or POSB ATM are shown below. Certain words appearing on the screen are
in abbreviated form (“A/C”, “amt”, “appln”, “&”, “I/C”, “No.”, “SGX” and “Max” refer to “Account”,
“amount”, “application”, “and”, “NRIC”, “Number”, “SGX-ST” and “Maximum”, respectively).
Instructions for ATM Electronic Applications on the ATM screens of Participating Banks (other than
DBS (including POSB)), may differ slightly from those represented below.
Step 1:

Insert your personal DBS Bank or POSB ATM Card.

2:

Enter your Personal Identification Number.

3:

Select “MORE SERVICES”.

4:

Select language (for customers using multi-language card).

5:

Select “ESA-IPO SHARE/INVESTMENTS”.

6:

Select “ELECTRONIC SECURITY APPLN (IPOS/BOND/ST-NOTES/SECURITIES)”.

7:

Read and understand the following statements which will appear on the screen:
•

THE OFFER OF SECURITIES (OR UNITS OF SECURITIES) WILL BE MADE IN,
OR ACCOMPANIED BY, A COPY OF THE PROSPECTUS/DOCUMENT OR
PROFILE STATEMENT (AND IF APPLICABLE, A COPY OF THE REPLACEMENT
OR SUPPLEMENTARY PROSPECTUS/DOCUMENT OR PROFILE STATEMENT)
WHICH CAN BE OBTAINED FROM ANY DBS/POSB BRANCH IN SINGAPORE
AND, WHERE APPLICABLE, THE VARIOUS PARTICIPATING BANKS DURING
BANKING HOURS, SUBJECT TO AVAILABILITY.

•

(IN THE CASE OF SECURITIES OFFERING THAT IS SUBJECT TO A
PROSPECTUS/OFFER INFORMATION/DOCUMENT REGISTERED WITH THE
MONETARY AUTHORITY OF SINGAPORE) ANYONE WISHING TO ACQUIRE
THESE SECURITIES (OR UNITS OF SECURITIES) SHOULD READ THE
PROSPECTUS/DOCUMENT OR PROFILE STATEMENT (AS SUPPLEMENTED
OR REPLACED, IF APPLICABLE) BEFORE SUBMITTING HIS APPLICATION
WHICH WILL NEED TO BE MADE IN THE MANNER SET OUT IN THE
PROSPECTUS/DOCUMENT OR PROFILE STATEMENT (AS SUPPLEMENTED
OR REPLACED, IF APPLICABLE). A COPY OF THE PROSPECTUS/DOCUMENT
OR PROFILE STATEMENT, AND IF APPLICABLE, A COPY OF THE
REPLACEMENT OR SUPPLEMENTARY PROSPECTUS/DOCUMENT OR
PROFILE STATEMENT HAS BEEN LODGED WITH AND REGISTERED BY THE
MONETARY
AUTHORITY
OF
SINGAPORE
WHO
ASSUMES
NO
RESPONSIBILITY FOR ITS OR THEIR CONTENTS.

G-18

•

(IN THE CASE OF SECURITIES OFFERING THAT DOES NOT REQUIRE A
PROSPECTUS TO BE REGISTERED WITH THE MONETARY AUTHORITY OF
SINGAPORE) THE OFFER OF SECURITIES (OR UNITS OF SECURITIES) MAY
BE MADE IN A NOTICE PUBLISHED IN A NEWSPAPER AND/OR A
CIRCULAR/DOCUMENT DISTRIBUTED TO SECURITY HOLDERS. ANYONE
WISHING TO ACQUIRE SUCH SECURITIES (OR UNITS OF SECURITIES)
SHOULD READ THE NOTICE/CIRCULAR/DOCUMENT BEFORE SUBMITTING
THIS APPLICATION, WHICH WILL NEED TO BE MADE IN THE MANNER SET
OUT IN THE NOTICE/CIRCULAR/DOCUMENT. PRESS THE “ENTER” KEY TO
CONFIRM THAT YOU HAVE READ AND UNDERSTOOD.

8:

Select “IREIT” to display details.

9:

Press the “ENTER” key to acknowledge:
•

YOU HAVE READ, UNDERSTOOD AND AGREED TO ALL TERMS OF THE
APPLICATION AND (WHERE APPLICABLE) THE PROSPECTUS, OFFER
INFORMATION
STATEMENT,
DOCUMENT,
PROFILE
STATEMENT,
REPLACEMENT OR SUPPLEMENTARY PROSPECTUS/DOCUMENT/PROFILE
STATEMENT NOTICE AND/OR CIRCULAR.

•

FOR THE PURPOSES OF FACILITATING YOUR APPLICATION, YOU CONSENT
TO THE BANK COLLECTING YOUR NAME, NRIC/PASSPORT NO., ADDRESS,
NATIONALITY, CDP SECURITIES A/C NO., CPF INVESTMENT A/C NO.,
SECURITY APPLN AMOUNT, APPLICATION DETAILS AND OTHER PERSONAL
DATA AND DISCLOSING THE SAME FROM OUR RECORDS TO SHARE
REGISTRARS, SGX, SCCS, CDP, CPF AND THE ISSUER/VENDOR(S) AND
ISSUE MANAGER(S).

•

FOR FIXED AND MAX PRICE SECURITIES APPLICATION, THIS IS YOUR ONLY
APPLICATION AND IT IS MADE IN YOUR OWN NAME AND AT YOUR OWN RISK.

•

THE MAXIMUM PRICE FOR EACH SECURITY IS PAYABLE IN FULL ON
APPLICATION AND SUBJECT TO REFUND IF THE FINAL PRICE IS LOWER.

•

FOR TENDER SECURITIES APPLICATION, THIS IS YOUR ONLY APPLICATION
AT THE SELECTED TENDER PRICE AND IT IS MADE IN YOUR OWN NAME AND
AT YOUR OWN RISK.

•

YOU ARE NOT A US PERSON AS REFERRED TO IN (WHERE APPLICABLE)
THE PROSPECTUS, OFFER INFORMATION STATEMENT, DOCUMENT,
PROFILE STATEMENT, REPLACEMENT OR SUPPLEMENTARY PROSPECTUS/
DOCUMENT/PROFILE STATEMENT, NOTICE AND/OR CIRCULAR.

•

THERE MAY BE A LIMIT ON THE MAXIMUM NUMBER OF SECURITIES THAT
YOU CAN APPLY FOR SUBJECT TO AVAILABILITY. YOU MAY BE ALLOCATED
A SMALLER NUMBER OF SECURITIES THAN YOU APPLIED FOR OR (IN THE
CASE OF AN EARLIER CLOSURE UPON FULL SUBSCRIPTION) YOUR
APPLICATION MAY BE REJECTED IF ALL THE AVAILABLE SECURITIES HAVE
BEEN FULLY ALLOCATED TO EARLIER APPLICANTS.
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10:

Select your nationality.

11:

Select the DBS Bank account (Autosave/Current/Savings/Savings Plus) or the POSB
account (Current/Savings) from which to debit your application monies.

12:

Enter the number of securities you wish to apply for using cash.

13:

Enter or confirm (if your CDP Securities Account number has already been stored in
DBS’s records) your own 12-digit CDP Securities Account number (Note: This step will
be omitted automatically if your CDP Securities Account Number has already been
stored in DBS’s records).

14:

Check the details of your securities application, your CDP Securities Account number,
number of securities and application amount on the screen and press the “ENTER” key
to confirm your application.

15:

Remove the Transaction Record for your reference and retention only.

Steps for Internet Electronic Application for Public Offer Units through the IB Website of
DBS Bank
For illustrative purposes, the steps for making an Internet Electronic Application through the DBS
IB website are shown below. Certain words appearing on the screen are in abbreviated form
(“A/C”, “&”, “amt”, “I/C” and “No.” refer to “Account”, “and”, “Amount”, “NRIC” and “Number”,
respectively).
Step 1:

Click on DBS website (www.dbs.com).

2:

Login to Internet banking.

3:

Enter your User ID and PIN.

4:

Enter your DBS iB Secure PIN.

5:

Select “Electronic Security Application (ESA)”.

6:

Click “Yes” to proceed and to warrant, among others, that you are currently in
Singapore, you have observed and complied with all applicable laws and regulations
and that your mailing address for DBS mailing address for DBS Internet Banking is in
Singapore and that you are not a U.S. person (as such term is defined in Regulation S
under the United States Securities Act of 1933, amended).

7:

Select your country of residence and click “I confirm”.

8:

Click on “IREIT” and click “Submit”.
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9:

Click on “I Confirm” to confirm, among others:
•

You have read, understood and agreed to all terms of this application and the
Prospectus/Document or Profile Statement and if applicable, the Supplementary or
Replacement Prospectus/Document or Profile Statement.

•

For the purposes of facilitating your application, you consent to the Bank collecting
and using your name, I/C or Passport No., address, nationality, CDP Securities A/c
No., CPF Investment A/c No., securities application amount application details and
other personal data and disclosing the same from our records to registrars of
securities, SGX, SCCS, CDP, CPF Board, the issuer/vendor(s) and issue
manager(s).

•

You are not a U.S. Person (as such term is defined in Regulation S under the
United States Securities Act of 1933, as amended).

•

You understand that the securities mentioned herein have not been and will not be
registered under the United States Securities Act of 1933, as amended (the “US
Securities Act”) or the securities laws of any state of the United States and may not
be offered or sold in the United States or to, or for the account or benefit of any “US
person” (as defined in Regulation S under the US Securities Act) except pursuant
to an exemption from or in a transaction not subject to, the registration
requirements of the US Securities Act and applicable state securities laws. There
will be no public offer of the securities mentioned herein in the United States. Any
failure to comply with this restriction may constitute a violation of the United States
securities laws.

•

This application is made in your own name and at your own risk.

•

For FIXED/MAX price securities application, this is your only application. For
TENDER price securities application, this is your only application at the selected
tender price.

•

For FOREIGN CURRENCY securities, subject to the terms of the issue, please
note the following: the application monies will be debited from your bank account
in S$, based on the Bank’s prevailing board rates at the time of application. Any
refund monies will be credited in S$ based on the Bank’s prevailing board rates at
the time of refund. The different prevailing board rates at the time of application
and the time of refund of application monies may result in either a foreign
exchange profit or loss or application monies may be debited and refund credited
in S$ at the same exchange rate.

•

For 1ST-COME-1ST-SERVE securities, the number of securities applied for may
be reduced, subject to availability at the point of application.

10:

Fill in details for securities application and click “Submit”.

11:

Check the details of your securities application, your CDP Securities A/C No. and click
“Confirm” to confirm your application.

12:

Print the Confirmation Screen (optional) for your reference and retention only.
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Steps for mBanking Applications for Public Offer Units through the mBanking Interface of
DBS Bank
For illustrative purposes, the steps for making an mBanking Application are shown below. Certain
words appearing on the screen are in abbreviated form (“A/C”, “&”, “amt”, “I/C”, “SGX” and “No.”
refer to “Account”, “and”, “Amount”, “NRIC”, “SGX-ST” and “Number”, respectively).
Step 1:

Click on DBS Bank mBanking application using your User ID and PIN.

2:

Select “Investment Services”.

3:

Select “Electronic Securities Application”.

4:

Select “Yes” to proceed and to warrant, among others, that you are currently in
Singapore, you have observed and complied with all applicable laws and regulations
and that your mailing address for DBS Internet Banking is in Singapore and that you are
not a U.S. Person (as such term is defined in Regulation S under the United States
Securities Act of 1933 as amended).

5:

Select your country of residence.

6:

Select “IREIT”.

7:

Select “Yes” to confirm, among others:
•

You have read, understood and agreed to all terms of this application and the
Prospectus/Document or Profile Statement and if applicable, the Supplementary or
Replacement Prospectus/Document or Profile Statement.

•

For purposes of facilitating your application, you consent to the bank collecting and
using your name, I/C or Passport No., address, nationality, CDP Securities A/c No.,
CPF Investment A/c No., securities application amount application details and
other personal data and disclosing the same from our records to registrars of
securities, SGX, SCCS, CDP, CPF Board, the issuer/vendor(s) and issue
manager(s).

•

You are not a U.S. Person (as such term is defined in Regulation S under the
United States Securities Act of 1933, as amended).

•

You understand that the securities mentioned herein have not been and will not be
registered under the United States Securities Act of 1933, as amended (the “US
Securities Act”) or the securities laws of any state of the United States and may not
be offered or sold in the United States or to, or for the account or benefit of any “US
person” (as defined in Regulation S under the US Securities Act) except pursuant
to an exemption from or in a transaction subject to, the registration requirements
of the US Securities Act and applicable state securities laws. There will be no
public offer of the securities mentioned herein in the United States. Any failure to
comply with this restriction may constitute a violation of the United States
securities laws.

•

This application is made in your own name and at your own risk.

•

For FIXED/MAX price securities application, this is your only application. For
TENDER price securities application, this is your only application at the selected
tender price.
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•

FOR FOREIGN CURRENCY Securities, subject to the terms of the issue, please
note the following: the application monies will be debited from your bank account
in S$, based on the Bank’s prevailing board rates at the time of application. Any
refund monies will be credited in S$ based on the Bank’s prevailing board rates at
the time of refund. The different prevailing board rates at the time of application
and the time of refund of application monies may result in either a foreign
exchange profit or loss or application monies may be debited and refund credited
in S$ at the same exchange rate.

•

FOR 1ST-COME-1ST-SERVE securities, the number of securities applied for may
be reduced, subject to availability at the point of application.

8:

Fill in details for securities application and click “Submit”.

9:

Check the details of your securities application, your CDP Securities A/C No. and click
“Confirm” to confirm your application.

10:

Where applicable, capture Confirmation Screen (optional) for your reference and
retention only.
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APPENDIX H

LIST OF PRESENT AND PAST PRINCIPAL DIRECTORSHIPS OF
DIRECTORS AND EXECUTIVE OFFICERS
(A) Directors of the Manager
(1)

(2)

(3)

Mr Lim Kok Min (John)
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

Boustead Singapore Limited
Silverlake Axis Limited
Forterra Real Estate Pte. Ltd.
Taylor’s Education Pte. Ltd.
Nexus International School Pte. Ltd.
Klassik Investment Limited
Gas Supply Pte Ltd
Integrity Media Asia Pte Ltd
Econ Healthcare Pte. Ltd.
IREIT Global Group Pte. Ltd.

LMA International NV
Hsu Fu Chi International Limited
Securities Industry Council
Singapore Institute of Management
Ned Advisory Services Pte. Ltd.
Agrifood Technologies Pte Ltd
The Laryngeal Mask Company (Singapore)
Pte. Ltd.
NTUC Fairprice Co-operative
Singapore Institute of Directors

Mr Tan Wee Peng Kelvin
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

Asia Business Development Pte. Ltd.
DBE Consulting Pte. Ltd.
GBE Holdings Pte. Ltd.
GBE Investments Pte. Ltd.
Marshal Systems Private Limited
NL Consulting Pte. Ltd.
Viking Offshore and Marine Limited
WE Holdings Ltd.
YK Management Pte. Ltd.
IREIT Global Group Pte. Ltd.

Soilbuild Group Holdings Ltd.
Great Wall Majestic Pte. Ltd.
Asero Worldwide Pte. Ltd.

Mr Nir Ellenbogen
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

CeePro Pte. Ltd.
Asia WorldCare (Private) Limited
IREIT Global Group Pte. Ltd.

Neurovision Pte. Ltd.
IREIT Global Management Pte. Ltd.
Danir Financial Services Pte. Ltd.
Isela Pte. Ltd.
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(4)

Mr Tong Jinquan
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

Shanghai Summit Pte. Ltd.
Wealthy Fountain Holdings Inc.
Starray Global Limited
Total Succeed Ventures Limited
Skyline Horizon Consortium Ltd
Viva Investment Management Pte. Ltd.
Maxi Capital Pte. Ltd.
Longemont Real Estate Pte. Ltd.
The Longemont (Hongkong) Management
Limited
上海長峰(集團)有限公司
上海長泉物業管理所
上海長峰房地產開發有限公司
上海龍之夢酒店管理有限公司
上海瑞峰酒店管理有限公司
上海南峰房地產開發有限公司
沈陽長峰房地產開發公司
上海匯峰房地產開發有限公司
上海鼎繁酒店管理有限公司
上海鼎榮酒店管理有限公司
上海鼎富酒店管理有限公司
上海鼎強酒店管理有限公司
上海馨峰酒店管理有限公司
上海鼎園酒店管理有限公司
上海新峰投資有限公司
上海長峰酒店管理有限公司
上海龍之夢購物中心管理有限公司
上海龍之夢龍興百貨有限公司
上海龍之夢龍盛超市有限公司
上海龍之夢百貨有限公司
上海龍之夢廣告有限公司
上海長峰物業管理有限公司
沈陽暢峰房地產開發有限公司
沈陽軒峰房地產開發有限公司
沈陽景峰房地產開發有限公司
沈陽霓峰房地產開發有限公司
沈陽虹峰房地產開發有限公司
沈陽瀚峰房地產開發有限公司
沈陽龍之夢置業有限公司
沈陽龍之夢物業有限公司
沈陽浩峰房地產開發有限公司
沈陽龍之夢購物中心有限公司
沈陽龍之夢超市有限公司
沈陽龍之夢家居有限公司
沈陽龍之夢數碼有限公司
沈陽龍之夢雅仕時尚百貨有限公司
沈陽龍之夢百味餐飲管理有限公司
沈陽龍之夢游樂管理有限公司

上海凱峰房地產開發有限公司
上海碧峰房地產發展有限公司
上海岳峰置業有限公司
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Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

沈陽雅仕酒店管理有限公司
沈陽鵬瑞利長峰購物中心有限公司
沈陽鵬瑞利長峰家居有限公司
鞍山龍之夢長峰房地產開發有限公司
鞍山龍之夢置業有限公司
鞍山龍之夢購物中心置業有限公司
成都長峰房地產開發有限公司
成都曉峰商業置業有限公司
成都匯峰商業置業有限公司
成都瑞峰商業置業有限公司
杭州龍之夢實業投資有限公司
西安鐵路北客站廣場建設運營有限公司
Ruifeng 1 Pte. Ltd.
Ruifeng 2 Pte. Ltd.
上海璟峰房地產開發有限公司
鞍山龍之夢軒峰房地產開發有限公司
上海龍之夢餐飲管理有限公司
IREIT Global Group Pte. Ltd.
(B) Executive Officers of the Manager
(1)

Mr Itzhak Sella
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

Sella Capital Investments Ltd
IDOMY Ltd
IREIT Global Management Pte. Ltd.
IREIT Global Holdings Pte. Ltd.
IREIT Global Holdings 1 Pte. Ltd.
IREIT Global Holdings 2 Pte. Ltd.
IREIT Global Holdings 3 Pte. Ltd.
IREIT Global Investments Pte. Ltd.
IREIT Global Investments 1 Pte. Ltd.
IREIT Global Investments 2 Pte. Ltd.
IREIT Global Investments 3 Pte. Ltd.
Sella Holdings Pte. Ltd.
IREIT Global Group Pte. Ltd.

Sella Capital Real Estate Ltd
Laughing Rock 1 B.V.
Laughing Rock 2 B.V.
Laughing Rock 3 B.V.
Laughing Rock 4 B.V.
Laughing Rock 5 B.V.
Laughing Rock 6 B.V.
Laughing Rock 7 B.V.
Laughing Rock 8 B.V.
Laughing Rock 9 B.V.
Laughing Rock 10 B.V.
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(2)

(3)

Ms Jeremy Adina Bard Cooper
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

IREIT Global Holdings Pte. Ltd.
IREIT Global Holdings 1 Pte. Ltd.
IREIT Global Holdings 2 Pte. Ltd.
IREIT Global Holdings 3 Pte. Ltd.
IREIT Global Investments Pte. Ltd.
Laughing Rock 1 B.V.
Laughing Rock 2 B.V.
Laughing Rock 3 B.V.
Laughing Rock 4 B.V.
Laughing Rock 5 B.V.
Laughing Rock 6 B.V.
Laughing Rock 7 B.V.
Laughing Rock 8 B.V.
Laughing Rock 9 B.V.
Laughing Rock 10 B.V.
IREIT Global Investments 1 Pte. Ltd.
IREIT Global Investments 2 Pte. Ltd.
IREIT Global Investments 3 Pte. Ltd.

Natam Property Management Ltd.
Natam Brokerage Ltd.
Colliers International
The International Institute of Real Estate
Valuation (A.C.) Ltd.

Mr Choo Boon Poh
Current Directorships

Past Directorships (for a period of five
years preceding the Latest Practicable
Date)

IREIT Global Management Pte. Ltd.
Cypress Partners Private Limited
IREIT Global Holdings Pte. Ltd.
IREIT Global Investments Pte. Ltd.
IREIT Global Holdings 1 Pte. Ltd.
IREIT Global Holdings 2 Pte. Ltd.
IREIT Global Holdings 3 Pte. Ltd.
IREIT Global Investments 1 Pte. Ltd.
IREIT Global Investments 2 Pte. Ltd.
IREIT Global Investments 3 Pte. Ltd.
Sella Holdings Pte. Ltd.

Bridge Capital Advisory Pte. Ltd.
Etoile Capital Private Limited
IREIT Global Group Pte. Ltd.
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IREIT GLOBAL
MANAGER
IREIT Global Group Pte. Ltd.
158 Cecil Street #11-01
Singapore 069545
SPONSOR
Sella Holdings Pte. Ltd.
158 Cecil Street #11-01
Singapore 069545
SOLE GLOBAL COORDINATOR
DBS Bank Ltd.
12 Marina Boulevard Level 46
DBS Asia Central @
Marina Bay Financial Centre Tower 3
Singapore 018982
JOINT ISSUE MANAGERS, BOOKRUNNERS AND UNDERWRITERS
DBS Bank Ltd.
12 Marina Boulevard Level 46
DBS Asia Central @
Marina Bay Financial Centre Tower 3
Singapore 018982
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PROSPECTUS DATED 4 AUGUST 2014 (Registered with the Monetary Authority of Singapore on 4 August 2014).

ABOUT IREIT GLOBAL
• First SGX-listed REIT established with the investment strategy
of principally investing, directly or indirectly, in a portfolio of
income-producing real estate in Europe which is used primarily
for office purposes, as well as real estate-related assets
• Initial Portfolio in Germany

8.0%

✔ Largest economy in the Eurozone(1)

Yield

Projection Year 2015(1)

OFFICE ASSETS
STRATEGICALLY
LOCATED IN
4 KEY GERMAN
CITIES

✔ Fourth largest economy in the world
- German economy is expected to continue to see
robust and broad-based growth
Germany GDP Growth
115

German GDP expected
to grow at 1.8% and
2.0% for 2014 and 2015
respectively

110
(1)

105

Based on the Offering Price of S$0.88 per Unit and the projected DPU for Projection Year 2015, together with the accompanying assumptions in the Prospectus. Such yield
will vary accordingly for investors who purchase Units in the secondary market at a market price different from the Offering Price

100

Berlin

OFFERING OF 167,733,000 Units (subject to the Over-Allotment Option (as defined herein))
OFFERING PRICE: S$0.88 PER UNIT

★ Münster

95
90

Eurozone

Germany

2008 2009 2010 2011 2012 2013 2014F 2015F 2016F 2017F 2018F
Source: Cushman & Wakefield LLP

★ Bonn

(a real estate investment trust constituted on 1 November 2013 under the laws of the Republic of Singapore)

Sole Global Coordinator

Joint Issue Managers, Bookrunners and Underwriters

★ Darmstadt

ABN AMRO Bank N.V., Singapore Branch

est. €49.6b

est. €48.0b
€46.7b

Munich

★

✔ Germany has AAA credit rating from
Fitch Inc, Moody’s and Standard &
Poor’s
✔ Favourable dynamics of Germany’s real
estate market
- Largest real estate investment market in
Eurozone(1)
- Mature property market with a transparent
business environment
- Growing participation from non-domestic investors
attracted by the stability, liquidity and the growth
potential
- Germany is currently in a landlord favourable
position on the global office rental cycle
(1)

Co-Manager and Sub-Underwriter

2014: 3.3%
y-o-y growth

Frankfurt

Eurozone refers to the economic region comprising the member states
of the European Union that has Euro as its lawful currency in accordance
with the legistation of the European Union relating to European Economic
and Monetary Union

2012

2013

2014

Source: Cushman & Wakefield LLP

Global Office Market Wave (1Q 2014)
Accelerating

Slow Growth

GERMANY

Asia PacificGrowth Markets
Latin
America

Western Europe
North America
Africa
Central & Eastern Europe
Middle East
Asia Pacific-Developed Markets

Downturn
Rent growth slowing
Still landlord favourable but growth is down
from peak
Rent falling from top of market cycle
Falling rents promise future opportunity for
tenants

Source: Cushman & Wakefield LLP

Recovering
Rent growth accelerating
Ideal for owners of property
Rent at or near bottom of market cycle
Ideal for tenants leasing or seeking to lease
property

LANDLORD FAVOURABLE

has been lodged with and registered by the Monetary Authority of Singapore (the “Authority” or “MAS”) on
16 July 2014 and 4 August 2014, respectively. The MAS assumes no responsibility for the contents of the
Prospectus. Registration of the Prospectus by the MAS does not imply that the Securities and Futures Act or
any other legal or regulatory requirements have been complied with. The MAS has not, in any way, considered
the investment merits of the collective investment scheme. This Prospectus will expire on 3 August 2015 (12
months after the date of the registration of this Prospectus).
See “Risk Factors” commencing on page 41 of this Prospectus for a discussion of certain factors to be
considered in connection with an investment in the Units. None of the Manager, the Trustee, the Sponsor,
the Sole Global Coordinator or the Joint Bookrunners guarantees the performance of IREIT, the repayment of
capital or the payment of a particular return on the Units.
Investors who are members of the Central Provident Fund (“CPF”) in Singapore may not use their CPF Ordinary Account
savings to purchase Units as an investment included under the CPF Investment Scheme – Ordinary Account under the Public
Offer. CPF members are allowed to invest up to 35.0% of the Investible Savings (as defined herein) in their CPF Ordinary
Accounts to purchase Units in the secondary market only. Investors applying for Units by way of Application Forms (as defined
herein) or Electronic Applications (both as referred to in Appendix G, “Terms, Conditions and Procedures for Application for
and Acceptance of the Units in Singapore”) in the Public Offer will have to pay the Offering Price on application, subject
to a refund of the full amount or, as the case may be, the balance of the application monies (in each case without interest
or any share of revenue or other benefit arising therefrom), where (i) an application is rejected or accepted in part only, or (ii)
if the Offering does not proceed for any reason.
In connection with the Offering, the Joint Bookrunners have been granted an over-allotment option (the “Over-Allotment
Option”) by Summit SPV (the “Unit Lender”), a company incorporated in British Virgin Islands, exercisable by DBS Bank
Ltd. (the “Stabilising Manager”) (or any of its affiliates), in consultation with the other Joint Bookrunner, in full or in part,
on one or more occasions, only from the Listing Date but no later than the earliest of (i) the date falling 30 days from the
Listing Date; or (ii) the date when the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising
Manager) has bought, on the SGX-ST, an aggregate of 11,360,000 Units, representing 6.8% of the total number of Units in
the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units (as defined herein), to undertake
stabilising actions to purchase up to an aggregate of 11,360,000 Units (representing 6.8% of the total number of Units
in the Offering and 12.9% of the total number of Units in the Offering excluding the LCH Units), at the Offering Price. The
exercise of the Over-Allotment Option will not increase the total number of Units outstanding. In connection with the Offering,
the Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) may, in consultation
with the other Joint Bookrunner and at its discretion, over-allot or effect transactions which stabilise or maintain the market
price of the Units at levels that might not otherwise prevail in the open market. However, there is no assurance that the
Stabilising Manager (or its affiliates or other persons acting on behalf of the Stabilising Manager) will undertake stabilising
action. Such transactions may be effected on the SGX-ST and in other jurisdictions where it is permissible to do so, in each
case in compliance with all applicable laws and regulations.
Nothing in this Prospectus constitutes an offer for securities for sale in the United States or any other jurisdiction where it
is unlawful to do so. The Units have not been, and will not be, registered under the United States Securities Act of 1933, as
amended (the “Securities Act”) or the securities law of any state of the United States and accordingly, may not be offered
or sold within the United States except in certain transactions exempt from or not subject to the registration requirements of
the Securities Act. The Units are being offered and sold in offshore transactions as defined in and in reliance on Regulation
S under the Securities Act (“Regulation S”).

TENANT FAVOURABLE

This document is important. If you are in any doubt as to the action you should take, you should consult your
stockbroker, bank manager, solicitor, accountant or other professional adviser.
IREIT Global Group Pte. Ltd., as manager (the “Manager”) of IREIT Global (“IREIT”), is making an offering (the “Offering”)
of 167,733,000 units representing undivided interests in IREIT (“Units”) for subscription at the Offering Price (as defined
below) (the “Offering Units”). The Offering consists of (i) an international placement of 156,373,000 Units to investors,
outside the United States of America (the “U.S.” or “United States”) (the “Placement Tranche”), and (ii) an offering of
11,360,000 Units to the public in Singapore (the “Public Offer”).
The issue price of each Unit under the Offering is S$0.88 per Unit (the “Offering Price”). DBS Bank Ltd. is the sole global
coordinator for the Offering (the “Sole Global Coordinator”). DBS Bank Ltd. and Barclays Bank PLC, Singapore Branch
are the joint issue managers, bookrunners and underwriters for the Offering (collectively, the “Joint Issue Managers,
Bookrunners and Underwriters” or the “Joint Bookrunners”). The Offering is fully underwritten at the Offering Price
by the Joint Bookrunners on the terms and subject to the conditions of the Underwriting Agreement (as defined herein).
The total number of Units in issue as at the date of this Prospectus is 1,000 Units (the “Initial Units”). The total number of
outstanding Units immediately after completion of the Offering will be 419,337,000 Units. The exercise of the Over-Allotment
Option will not increase the total number of Units in issue.
Concurrently with, but separate from the Offering, each of Wealthy Fountain Holdings Inc (“Summit SPV”) and Mr Tong
Jinquan has entered into a separate subscription agreement (the “Summit Subscription Agreements”) to subscribe
for an aggregate of 251,603,000 Units (the “Summit Units”) at the Offering Price conditional upon the Underwriting
Agreement having been entered into, and not having been terminated, pursuant to its terms on or prior to the Settlement
Date (as defined herein).
Prior to the Offering, there has been no market for the Units. The offer of Units under this Prospectus will be by way of an
initial public offering in Singapore (“IPO”). Application has been made to Singapore Exchange Securities Trading Limited (the
“SGX-ST”) for permission to list on the Main Board of the SGX-ST (i) all Units comprised in the Offering, (ii) the Summit
Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full or part payment
of the Manager’s fees. Such permission will be granted when IREIT has been admitted to the Official List of the SGX-ST
(the “Listing Date”). Acceptance of applications for Units will be conditional upon issue of the Units and upon permission
being granted to list the Units. In the event that such permission is not granted or if the Offering is not completed for
any other reason, application monies will be returned in full, at each investor’s own risk, without interest or any share of
revenue or other benefit arising therefrom, and without any right or claim against any of IREIT, the Manager, DBS Trustee
Limited, as trustee of IREIT (the “Trustee”), Sella Holdings Pte. Ltd. (the “Sponsor”), the Sole Global Coordinator or the
Joint Bookrunners.
IREIT has received a letter of eligibility from the SGX-ST for the listing and quotation of (i) all Units comprised in the Offering,
(ii) the Summit Units, (iii) the Initial Units and (iv) all the Units which will be issued to the Manager from time to time in full
or part payment of the Manager’s fees on the Main Board of the SGX-ST. IREIT’s eligibility to list on the Main Board of the
SGX-ST does not indicate the merits of the Offering, IREIT, the Manager, the Trustee, the Sponsor, the Sole Global Coordinator,
the Joint Bookrunners or the Units. The SGX-ST assumes no responsibility for the correctness of any statements or opinions
made or reports contained in this Prospectus. Admission to the Official List of the SGX-ST is not to be taken as an indication
of the merits of the Offering, IREIT, the Manager, the Sponsor, the Sole Global Coordinator, the Joint Bookrunners or the Units.
The collective investment scheme offered in this Prospectus is an authorised scheme under the Securities and
Futures Act, Chapter 289 of Singapore (the “Securities and Futures Act” or “SFA”). A copy of this Prospectus
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