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Since the beginning of
2025, the global listed
real estate industry

has continued to show
encouraging signs of
recovery and adaptation.
Following the economic
headwinds of 2024 marked by elevated inflation,
fluctuating interest rates, and geopolitical instability,
investors are now navigating a diverse environment
and assessing new markets and opportunities.

In Europe, inflation has been easing across the
continent, where the European Central Bank
continued a smooth series of interest rate cuts,
providing a welcome tailwind for the capital-intensive
real estate sector. Simultaneously, the recent
expansion of the German fiscal plan represents a
strong support for the European economy. These
developments have contributed to stabilising

market conditions, boosting investor sentiment and
transaction volumes across Europe and beyond.

In the APAC region, new IPOs are catching the
attention of several investors, while in the US,

in spite of some geopolitical uncertainty, the
Federal Reserve’s more dovish tone signals that
policy easing could be on the horizon, potentially

unlocking broader global momentum for REITs.
As economic uncertainty begins to fade, listed
real estate companies are reasserting their
strengths: liquidity, transparency, and the ability
to swiftly adapt to change. The year-to-date
market performance of 4.8% in USD for the FTSE
EPRA Nareit Global REIT Index underscores this
resilience, with many REITs returning to growth
trajectories and strengthening their appeal across
both institutional and retail investor bases.

In this context, | am proud to introduce the
2025 edition of the Global REIT Survey, now
expanded to cover 48 jurisdictions with the
addition of Mauritius and Bahrain. This continued
growth reflects the widespread recognition

of the REIT model as a robust and adaptable
framework for real estate investment. As the
survey makes clear, REITs remain vital vehicles
for democratising access to income-generating
assets, diversifying portfolios, and supporting
sustainable urban development.

This publication represents the combined efforts
of a dedicated team of researchers, legal experts,
and market practitioners who have meticulously
captured the evolving regulatory and fiscal
frameworks shaping REIT regimes across the
globe. In addition to country-by-country insights,
the updated European REIT table included in

the annex offers a clear overview of regional
harmonisation and divergence trends.

It is my hope that this survey continues to

serve as a valuable reference for policymakers,
investors, academics, and industry stakeholders.
Let it inspire meaningful discussions about

the role of REITs in the European and

global economy and draw confidence in the
opportunities that lie ahead.

On behalf of EPRA, | extend my deepest
gratitude to all contributors for their sustained
commitment to making this the association’s
flagship research publication.

Dominique Moerenhout
EPRA CEO
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1

General introduction

Fund Mkt Cap itati

e (EUR m) Citation REIT type
SICAFI (Pro 1995 - Royal Decree of December 07, 2010 Corporate type
memorie) - Law of April 19,2014

- Othertax laws

BE-REIT 2014 - Law of May 12, 2014, as modified by, among Corporate type
others, the Law of October 22, 2017, and for
the last time by the Royal Decree of April 18,
2022 (together, the ‘BE-REIT Law’)
- Royal Decree of July 13, 2014, as modified by
Royal Decree of April 23, 2018 (together, the
‘BE-REIT Decree’)

- Othertax laws

Under the current Belgian REIT regime, an undertaking investing in real estate can either take

the form of (i) a SICAFI/Vastgoedbevak (société d’investissement en immobilier a capital fixe/
vastgoedbeleggingsvennootschap met vast kapitaal), (ii) a SIR/GVV (société immobiliere réglementée/
gereglementeerde vastgoedvennootschap) commonly named BE-REIT, (iii) an FIIS/GVBF (fonds
d’investissement immobilier spécialisé/gespecialiseerde vastgoedbeleggingsfonds) or (iv) stay
unregulated (meaning that only the laws applicable to companies in general, as set forth in the
Belgian Company Code will apply). Due to their status of collective investment undertaking, SICAFI/
Vastgoedbevak and FIIS/GVBF are subject to additional obligations deriving from the AIFM Law.!

SICAFI/Vastgoedbevak and BE-REIT are public (i.e. stock-listed) real estate companies.

As an alternative to maintaining the attractiveness and competitiveness of Belgium, the possibility of taking the
form of a BE-REIT has been introduced by the BE-REIT Law (as further implemented by the BE-REIT Decree)

to allow undertakings investing in real estate that wish to opt for a requlated status (and thus benefit from a
preferential tax regime) and be stock-listed to avoid the burden of compliance with the Belgian AIFM Law.

An important difference between the SICAFI/Vastgoedbevak and the BE-REIT is that the latter is not
an AlF, i.e. an entity that ‘raises capital from a number of investors, with an intention to investing it in
accordance with a defined investment policy for the benefit of those investors’. Such a difference is
clearly reflected in Article 4 of the BE-REIT Law. Pursuant to such article, the activities of a BE-REIT
may only consist of (a) placing, directly or through a company in which it participates in accordance with
the law and its implementing regulations, immovable property at the disposal of users, (b) if applicable,
possessing ‘immovable property’ as mentioned in Article 2, 5° vi) to xi) of the BE-REIT Law within the

1 lLe.,the Law of April 19, 2014, on alternative collective investment undertakings and their managers.

2 The BE-REIT Law defines what constitutes ‘immovable property’. Immovable property is:

(i) real estate and rights in rem on real estate, with the exclusion of real estate of the following nature: forestry, agriculture or mining
industry;

(i) shares with voting rights in real estate companies subject to participation threshold;

(iii) option rights on real estate;

(iv) shares in BE-REITs and in institutional BE-REITs are subject to participation threshold;

(v) rights arising out of contracts pursuant to which the BE-REIT leases one or more goods or is granted analogous rights of use;

(vi) shares in public SICAFIs;

(vii) units of foreign collective investment undertakings investing in real estate and registered on the Belgian FSMA list of foreign AlFs;
(vii) units of collective investment undertakings investing in real estate, established in the EEA and subject to an equivalent control;
(ix) shares issued by companies (i) with legal personality; (i) governed by the law of another EEA member state; (iii) the shares of which
are admitted to trading on a requlated market and/or are subject to a regime of prudential supervision; (iv) the main activity of which
consists of the acquisition or establishment of immovable property in anticipation of placing such immovable property to the disposal
of users, or the direct or indirect possession of participations in companies with a similar activity; and (v) that are exempted from taxes
on the revenues arising out of the profit that results from the activity mentioned under (iv) above, provided certain legal obligations are
complied with, and that are at least obliged to distribute part of their revenues among their shareholders (i.e. ‘Real Estate Investment
Trusts’ or REITs);

(x) real estate certificates; and

(xi) shares of FIIS / GVBF.
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limits of Article 7, b) of that same law® and (c) participate in infrastructure projects as further defined by @
the legislation. The BE-REIT must thus mainly engage in an operational activity with a long-term strategy BACK
instead of an investment activity. The BE-REIT does, therefore, not follow a defined investment policy ToP
but has a business strategy based on creating long-term value (instead of engaging in buying in order

to sell within the framework of a defined investment policy). To that extent, Article 4 of the BE-REIT Law

requires the BE-REIT to (a) exercise its activities itself, (b) maintain direct relationships with its clients

and suppliers and (c) have, for the purpose of exercising its activities as described above, operational

teams at its disposal that make up an important part of its workforce. The fact that the BE-REIT engages

in an operational/commercial activity also entails that, contrary to what is the case for the SICAFI/

Vastgoedbevak, the BE-REIT is not exclusively managed in the interest of the shareholders but must take

into account the overall interest of the company.

The BE-REIT Law also provides for the possibility of an institutional BE-REIT (société immobiliére
réglementée institutionnelle/institutionele gereglementeerde vastgoedvennootschap), the shareholders
of which qualify as ‘eligible investors’. The institutional BE-REIT is not stock listed. In this respect, the
conditions to convert into an institutional BE-REIT have been eased, and the list of ‘eligible investors’
provided by the BE-REIT Decree includes retail investors subject to a minimum investment value of EUR
100,000.

Last, the BE-REIT Law foresees the form of social BE-REIT, an unlisted vehicle dedicated to investment in
real estate used for social purposes (e.g. education, care).

All former SICAFI/Vastgoedbevak have converted into BE-REIT, therefore only the BE-REIT regime is
commented on below.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country NI9GHr e1f el REIT Index (EUR m) REIT Index

Belgium 16 1 23,049.88 1.14%

Top five REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global
PRy (EUR m) (EUR) % REIT Index
Warehouses De Pauw 4,675.01 -13.56% 6% 0.27%
Shurgard Self Storage 3,644.01 5.88% 3% 0.09%
Aedifica 3,140.15 23.83% 6% 0.23%
Cofinimmo 2,939.62 48.46% 8% 0.22%
Montea C.V.A. 1,505.84 -11.711% 6% 0.10%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

3 The fair value of those investments cannot exceed 20% of the consolidated asset of the BE-REIT.
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2 Requirements

2.1 Formalities/procedure

Key requirements

- Licence from the Financial Service and Markets Authority (‘FSMA’)
- BE-REIT list

The BE-REIT must obtain a licence as a collective investment undertaking from the FSMA. Then it can be
registered on the list of Belgian requlated real estate companies (BE-REIT list). The granting of the licence
by the FSMA is based on a licence request comprising the following information, out of which the FSMA can
assess the compliance with the BE-REIT Law and the BE-REIT Decree:

The articles of association, which must, e.qg. provide that the company has been constituted for an
indefinite term;

The demonstration of an appropriate administrative, accounting, financial and technical organisation
that ensures independent management;

The board of directors is composed only of individuals unless the BE-REIT has been incorporated under
the form of a public limited liability company (société anonyme, SA/naamloze vennootschap, NV)
managed by a sole director, in which case the sole director must be a public limited company managed
by a collegiate board;

The directors and the persons in charge of daily management have the appropriate professional
reliability and experience to ensure independent management;

Individuals supervise the effective daily management;

A minimum investment budget has been determined for a period of three years as of the registration
on the BE-REIT list;

The BE-REIT has called upon one or more independent real estate experts, who are responsible for the
valuation of the investment in real estate. Such experts have to be chosen from a list annexed to the
application and may not have direct links to the so-called ‘promoter’ of the BE-REIT;

The real estate expert has the required professional reliability and experience;
The BE-REIT complies with the rules on risk diversification;

An entity in charge of the financial services is appointed;

The identity of the ‘promoter’ and the confirmation of its obligations; and

The BE-REIT commits to comply with the listing requirements.

2.2 Legal form/minimum share capital and securities

Legal form Minimum share capital

Belgian public limited liability company EUR 1.20 million
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2.3

Legal form

A BE-REIT must be a public limited liability company (société anonyme, SA/naamloze vennootschap, NV),
incorporated for an unlimited period of time. The statutory seat and general management of the BE-REIT
must be located in Belgium. Note that as a result of the entry-into-force of the new Code of Companies
and Association, the corporate form of a limited partnership with shares (SCA/Comm VA) is not available
anymore, meaning that existing BE-REITs having this corporate form shall have to convert into a public
limited liability company (SA/NV) and if such conversion has not taken place before January 1, 2024,
they will automatically be converted into public limited liability companies (SA/NV) with a single director
on that day.* The alternative offered by the Belgian Company Code to the former SCA/Comm VA is,
therefore, the SA/NV with a single director, as the liability and the powers of such a single director can
now be organised to reproduce the legal characteristics of the former SCA/Comm VA. In this respect, the
single director can, e.g. be held jointly and severally liable with the BE-REIT if its Articles of Association
provide so, could be granted a veto right for distributions, and can be revoked by a motivated decision of
the general meeting of the shareholders at a three-quarters majority, even if appointed in the Articles of
Association of the BE-REIT.

The status of BE-REIT is open to corporations only; a foreign entity that is similar to a BE-REIT cannot
benefit from a passporting regime nor request the application of the BE-REIT (tax) regime to a branch

it would have in Belgium and/or the real estate assets it directly owns in Belgium. This restriction might
be considered contrary to European law further to the ECJ Ruling in case L-Fund (C-537/20 dd. April 27,
2023).

Minimum share capital and securities

The required minimum share capital amounts to EUR 1.20 million. In principle, each shareholder has an
equal right to participate in the profits of the BE-REIT. However, different categories of shares may be
issued if allowed by the articles of association. The BE-REIT is allowed to issue securities other than shares
(e.g. bonds, convertible bonds) to the exclusion of profit shares (parts bénéficiaires/winstbewijzen).

A BE-REIT is also allowed to raise capital in cash through the so-called Accelerated BookBuild (‘ABB’)
process without having to grant a preferential subscription right or irreducible allocation right to existing
shareholders. The ABB refers to a capital increase in which the creation of the order book is spread over

a short period of time of a few hours or a few days, with little or no means of publicity, so as to allow the
company concerned to find financing quickly and/or to take advantage of special conditions of the market.
Given the timing, this type of operation is carried out through the authorised capital technique. Please
note that the cumulative capital increases via the ABB process cannot exceed 10% of the share capital
upon the capital increase decision over a period of 12 months.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

No requirements Yes

Shareholder requirements

There are no specific shareholder conditions to fulfil to achieve BE-REIT eligibility.

Listing requirements

All shares of a Belgian BE-REIT must be listed on a stock exchange, with a minimum of 30% free float.

4 Until the limited partnership with shares (SCA/Comm VA) has been converted into a public limited liability company (SA/NV), the
former Belgian Company Code remains applicable to it. As of January 1, 2020, the mandatory provisions in respect of public limited
liability companies under the new Code of Companies and Association will apply together with the former ones, even if they have not
yet been converted into a public limited company.
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Listing can only occur after registration on the BE-REIT list and after the publication of a prospectus.
There are specific prospectus requirements for BE-REITs in Belgium.

2.4 Asset level/activity test

Restrictions on activities/investments

- The principal activity must be the active management of real estate assets

- A maximum of 20% of the total assets can be invested in one real estate project (ensemble immobilier/
vastgoedgeheel) (‘risk diversification’); this risk diversification requirement does not apply when the tenant,
user or beneficiary is an EEA Member State

- Developments are allowed but cannot be sold before, during or within five years of completion (no promotion)

- The BE-REIT is allowed to hold shares in subsidiaries investing in real estate, including institutional BE-REITs
but specific requirements, incl. minimum participation thresholds, apply in case of public-private partnerships
or joint venture

- The BE-REIT is allowed to invest in transferable securities on an exceptional and ancillary basis
- The BE-REIT may hold hedging instruments (covering its financial risk), but excluding speculative transactions

Immovable property

The BE-REIT may only invest in ‘immovable property’, whether it is located in Belgium or not. This includes
the following:

e Real estate and rights in rem on real estate;

e Shares with voting rights in real estate companies (including intermediary holding), whose share
capital is held (directly or indirectly) for more than 25% by the BE-REIT;

e Optionrights on real estate;

e Sharesin BE-REITs and in institutional BE-REITs, whose share capital is held (directly or indirectly) for
more than 25% by the BE-REIT;

e The units of a foreign collective investment undertaking to invest in real estate and registered on the
Belgian FSMA list of foreign collective investment undertakings;

e The units of a collective investment undertaking to invest in real estate, established in the EEA and
subject to an equivalent control;

¢ Real estate certificates;

e Shares of EEA REITs;®

e Shares of SICAFI/Vastgoedbevak;

¢ Shares of FIIS/GVBF; and

e Subject to limitations, rights resulting from financial leases as defined by IFRS and analogous rights of use.

A BE-REIT may develop real estate, provided that the BE-REIT maintains the completed developments for at
least five years (i.e. promotion is prohibited).

On an exceptional basis, the BE-REIT is allowed to invest in transferable securities to the extent that the
articles of association authorise such investments. In such cases, investments in transferable securities must
be considered ancillary or temporary. Belgian law does not provide for any specific minimum or maximum
requirements. The FSMA will exercise its discretion when examining the BE-REIT’s articles of association.

5 As further defined by the Law of May 12, 2014.
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The BE-REIT may hold hedging instruments covering its financial risk to the extent that the articles of @
association authorise such transactions. Speculative transactions are not allowed. The hedging strategy BACK
must be disclosed in BE-REITs’ financial reports. ToP

Public-private partnerships and infrastructure projects

The list of authorised activities of a BE-REIT includes the execution, as the case may be indirectly and/or
in a joint venture, of DBF agreements, DB(F)M agreements, DBF(M)O agreements, or agreements for the
concession of public works (i.e. the participation to public-private partnerships). Important to note: the
BE-REIT can conclude this type of contract directly or in a joint venture with a project company (with such
a project company having the possibility to opt for the status of institutional BE-REIT).

These agreements must relate to buildings or infrastructures for which:

 The BE-REIT is liable for their putting at disposal and maintaining or operating, for a public entity or the
citizen as afinal user; and

e The BE-REIT can assume, in whole or in part, the financing risk, the availability risk, the demand risk or
the operation risk, and the construction risk.

The BE-REIT should also be allowed to take care, in the long term, of the development, establishment,
management and operation, as the case may be in ajoint venture and through sub-contracting of:

e Installations and warehouses for the production, transport, distribution or stocking of energy in the
broad sense;

e Installations for the transport, distribution, stocking and purification of water; and
e Incinerators and waste installations.

The infrastructure activity can also be operated by a project company in which the BE-REIT shall
participate. In such a case, and as a derogation to the minimum participation threshold, the BE-REIT

is allowed to take initially a participation of less than 25% in the share capital of the project company
concerned, provided that this percentage is increased within two years (or a longer period of time if
required by the public partner) after the construction phase, in order to comply with the minimum
participation requirement for investing in a joint venture. The project company can also opt for the status
of institutional BE-REIT and benefit from its tax regime.

Risk diversification

The BE-REIT may not invest more than 20% of its total assets into one single ‘real estate project’. A ‘real estate
project’ is defined as ‘one or more properties in which investment risk is to be considered as a single risk for
the BE-REIT’. According to the FSMA, the concept of a real estate project is based on the idea that separate
properties can nevertheless represent a single real estate project from the point of view of the investment risk
associated with them.®

This risk diversification requirement and limit of 20% of the BE-REIT’s assets do not apply when an EEA
Member State is the tenant, user or beneficiary.

Under certain specific conditions, it is possible to obtain a derogation of this rule from the FSMA, provided that
the leverage limit of the BE-REIT does not exceed 33% of its consolidated assets.

The FSMA has recently clarified that an investment by the BE-REIT in a FIIS can be qualified as an investment
in shares with voting rights in real estate companies (in which case, these holdings would not be limited by
the 20% threshold provided for in the BE-REIT Law) provided (i) the relevant FIIS has explicitly opted for FIIS

6 In this respect, the investment risk includes, among other things, the counterparty risk, i.e. the risk that a given counterparty will not
perform its obligations. It means that a real estate complex with several units being rented to different tenants that are actually related
entities of the same group should be considered as a single ‘real estate project’ based on the counterparty risk, while a single building
being rented to different unrelated entities (e.g. a shopping center) would not have the same counterparty risk exposure.
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2.5

status, even if it does not qualify as an AIF within the meaning of the AIFM Directive 2011/61/EU (such as, for
example, a FIIS with only one investor) and (ii) the FIIS meets the definition of a real estate company within the
meaning of the BE-REIT Law.

Itis also specified that the restriction for the BE-REIT to grant loans or vest securities for third parties does not
apply in the framework of the infrastructure activities described for public-private partnerships in view of a bid
bond or similar mechanism. Subject to a series of conditions, the limit according to which a mortgage or other
guarantee cannot exceed 75% of the relevant asset’s value is also not applicable, and the indebtedness related
to those infrastructure projects is also not subject to the leverage limit and not taken into account to determine
the leverage limit of a BE-REIT.

Joint ventures

Considering the interests of the BE-REIT’s investors, the regulation also contains specific provisions applicable
tojoint ventures.

The minimum participation required is 25% (plus one share) in the capital of the subsidiary, which can also opt
for the status of institutional BE-REIT. For the BE-REIT, those participations (in the absence of exclusive or joint
control) cannot exceed 50% of its consolidated assets.

Itis prohibited for a BE-REIT to enter into a shareholder’s agreement that derogates its vote cast according to
its participation (being at least 25% plus one share) in a joint venture.

Leverage

Leverage

- LTV ratiois limited to 65% of the (consolidated) assets (under specific conditions limited to 33%)
- (consolidated) Interest expenses limited to 80% of the total income
- Mortgage (or other collateral) is limited to 50% of the global fair value of the ‘immovable property’ and to 75%

of the value of each ‘immovable property’ mortgaged, subject to exceptions when it concerns the participation
in public-private partnerships

Belgian legislation requires that the aggregate loans do not exceed 65% of the total fair value of the assets
of the BE-REIT (at the time of entering into the loan). Furthermore, the annual interest costs may not exceed
80% of the total annual operational and financial income. If the BE-REIT holds shares in affiliated companies
investing in real estate, the leverage restrictions will be applicable on a consolidated basis.

In order to guarantee proactive management, the BE-REIT must present a financial plan to the FSMA as soon
as its consolidated debt-to-asset ratio exceeds 50%.

In the case of the BE-REIT has obtained a derogation to the risk diversification rule, the debt-to-asset ratio
may not exceed 33%.

A BE-REIT may only vest a mortgage (or other collateral) on real estate in relation to the financing of its
‘immovable property’ activities or the ‘immovable property’ activities of the group. The total amount covered
by a mortgage (or other collateral) may not exceed 50% of the total fair value of the ‘immovable property’
held by the BE-REIT and its subsidiaries. Moreover, it is not allowed to vest a mortgage (or other collateral)
on one immovable property for more than 75% of its fair value, except in the case of infrastructure activities
in relation to public-private partnerships.

®
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2.6 Profit distribution obligation @
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Operative income Capital gains Timing

80% of net profit as determined by Not included in the distribution obligation,

BE-REIT Decree if reinvested within a four-year time period Annually

Operative income

Subject to the provisions of Belgian corporate law on capital protection, Belgian legislation requires the
BE-REIT to distribute on an annual basis the positive difference between (i) 80% of its net operational
result (as determined by BE-REIT Decree) and (ii) the net decrease of its indebtedness.” No distribution
is allowed if the (statutory or consolidated) indebtedness ratio exceeds 65% or will exceed this limit as a
result of the distribution.

The same profit distribution obligations also apply to institutional BE-REITs.

Capital gains

Capital gains are not included in the distribution obligation, provided the capital gains are reinvested
within four years.

2.7 Sanctions

Penalties/loss of status rules

Various penalties (not necessarily resulting in the loss of BE-REIT status)

If the FSMA concludes that the BE-REIT does not observe the laws, requlations and/or its articles of
association, this does not necessarily lead to a loss of BE-REIT status. Instead, the FSMA may, for example,
make the necessary recommendations to the BE-REIT to remedy the situation, subject to a grace period,
which can be linked to a penalty of a maximum of EUR 50,000 per day of delay with a total of EUR
2,500,000. Or, the FSMA might impose temporary sanctions (for example, a public notice). The FSMA
could also ask the market authorities to suspend the listing of the shares of the transgressing BE-REIT.
The ultimate penalty would be to omit the BE-REIT from the BE-REIT list. The BE-REIT would then lose
its status and would become a reqgular (stock-listed) real estate company. The official loss of status would
start as of the date of notification. Additionally, if there is an intentional infringement of certain laws and
requlations, a prison sentence and/or a fine could be imposed on the directors of the BE-REIT, as well as
on the ‘promoter’ of the BE-REIT.

The loss of BE-REIT status, which entails the switch from (i) accounts in IFRS to accounts in Belgian GAAP
and (ii) tax-exempt status to taxable status, shall also have tax consequences. A ruling has clarified these
consequences:

e With respect to the results of the year concerned, they will be subject to the BE-REIT tax regime until
the loss of the regime and to the ordinary corporate income tax from this date;

e The share capital of the BE-REIT, in the sense of the corporate law legislation, shall be considered fiscal
capital for the purposes of corporate income tax and withholding tax;

7 The FSMA has published guidelines in order to harmonise the use of specific reserves (e.g. changes in fair value) when computing the
distribution obligation, the allocation of the result and the limitation to distribution as contained in the BE-REIT Decree.
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29

e Theretained earnings, not yet distributed, of the BE-REIT, built up under the BE-REIT status, shall
be considered taxed reserves for the purposes of corporate income tax and withholding tax; these
retained earnings have indeed been subject to their own tax regime; and

e Therevaluation surplus corresponding to the latent gain that has been subject to the exit tax shall
be considered a taxed reserve for the purposes of corporate income tax and withholding tax; this
revaluation surplus has indeed been subject to its own tax regime. In case these revaluation surpluses
have not been subject to the exit tax, they will be considered tax-exempt reserves.

Institutional BE-REIT

The institutional BE-REIT status is available to companies investing in ‘immovable property’ as defined

above or participating in public-private partnerships, provided that their share capital is owned, directly or
indirectly, for 25% + one share by a BE-REIT. The capital of institutional BE-REIT is open to institutional or
professional investors but also to retail investors, subject to a minimum investment value of EUR 100,000.

The fact that the status of institutional BE-REIT is available only to subsidiaries of BE-REITs (and not to
subsidiaries of other EU REITs) might be considered to be contrary to EU law.®

Even though the institutional BE-REIT’s requlatory regime is less stringent, it is still subject to FSMA
supervision. The key regulatory features are as follows:

e Given its capacity as a subsidiary of a BE-REIT, certain requirements applicable to BE-REITs should also
impact the institutional BE-REIT. The risk diversification requirement of the BE-REIT is assessed on a
consolidated basis. As the real estate expert is appointed to appraise the BE-REIT’s assets and those of
its subsidiaries, it was not necessary to subject institutional BE-REITs to the same obligation. Financial
reporting obligations apply only to BE-REITs, but they concern consolidated information;

e Like BE-REITs, institutional BE-REITs can issue shares and bonds but with the exclusion of profit-
sharing certificates. In the case of capital increase by contribution in kind, an institutional BE-REIT fully
controlled by a BE-REIT or its subsidiaries is not subject to the requirement of a minimum subscription
price. Specific requirements also apply to institutional BE-REITs jointly controlled by BE-REIT in
the case of capital increase by contribution in cash with a discount of more than 10%. Other capital
transactions are subject to the common corporate law regime; and

e The institutional BE-REIT is subject to the same distribution requirements.

Social BE-REIT

A new type of non-stock listed BE-REIT is created to finance and promote investments in ‘care’, subject to
their accreditation by the competent authority, and defined as infrastructures dedicated to:

e The housing or care of disabled persons;

e The housing or care of elderly persons;

e The care or help of youth persons;

e The collective welcoming and care of children under the age of three;
e Theteaching and accommodation of students;

e The operation of a psychiatric institution; or

e The operation of a revalidation centre.

8 Itis understood that the EU REITs still have the possibility to convert their Belgian subsidiaries in FIIS/GVBF.
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Social BE-REITs are incorporated as cooperative companies with a social purpose, having a minimum @
fixed capital of EUR 1,200,000. The variable capital can be subscribed by retail investors in a proportion BACK
to be determined by Royal Decree. Due to their corporate form, they guarantee a dividend of a maximum Top
of 6% (after deduction of the withholding tax) per year, but the exit is only structured as a buy-back of

shares at nominal value. The social BE-REIT must build up a liquidity reserve to execute these buy-back

orders, which can themselves be limited.

Important to note that the corporate form of a cooperative company with a social purpose no longer
exists under the new Code of Companies and Associations, and the BE-REIT Law has not yet been
updated to reflect these changes.’

The social BE-REIT is only allowed to invest in ‘real estate assets’ as defined by the Civil Code and in
leasing. Its indebtedness level cannot exceed 33% of its asset value.

2.10 Qualification as an AIF

The BE-REIT does not qualify as an AlF.

3 Tax treatment at the level of BE-REIT

Unless indicated otherwise, the tax treatment applies to a BE-REIT as well as to an institutional BE-REIT
and a social BE-REIT.

3.1 Corporate tax/withholding tax

Currentincome Capital gains Withholding tax

The current income is excluded from the taxable basis Excluded from ) N/A
the taxable basis

Current income

The BE-REIT is formerly subject to the Belgian corporate income tax at the rate of 25%. However, the
taxable basis is reduced (i.e. de facto zero or nearly zero taxable basis). A BE-REIT is taxed on an accrual
basis only on the sum of the non-arm’s length benefits received and the expenses and charges due that
are not deductible as expenses for tax purposes (other than reductions in value and capital losses on
shares), and the undisclosed salaries and commissions. The taxable basis does thus not include rental
income or other types of business income, nor exceeding borrowing costs pursuant to ATAD | (Anti-Tax
Avoidance Directive).

Due to the fact that the BE-REIT enjoys its own favourable tax regime that allows for a very low tax basis,
it is not entitled to take advantage of the Belgian participation exemption nor of the Belgian notional
interest deduction regimes. Additionally, Belgian law explicitly excludes a BE-REIT from the foreign tax
credit on foreign source income.

9 Even under the assumption that a Social BE-REIT will be considered as an ‘actual’ cooperative company as a recognised corporate
form under the new Code of Companies and Association, various changes will still need to be implemented in the articles of association
and governance of the Social BE-REIT as the new Code of Companies and Associations has e.g. abolished the concept of (fixed and
variable) capital and replaced it by the concept of ‘equity contributions’, which also impacts the distribution mechanism.

EPRA " LOYENS | LOEFF

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 BELGIUM - BE-REIT

Capital gains @

BACK

Capital gains are excluded from the taxable basis, provided they are received at arm’s length terms. e

Withholding tax

In principle, non-Belgian source dividends and Belgian and non-Belgian source interest distributed to a
BE-REIT are exempt from Belgian withholding tax.

Due to the fact that the (institutional) BE-REIT is subject to corporate income taxes, the BE-REIT will
qualify as a Belgian resident. It should thus qualify for double taxation treaties and benefit from the
reduced withholding tax rates or withholding tax exemptions.

Other taxes

The special tax regime of the BE-REIT does not affect applicable local and regional taxes, including the
annual property tax, which is usually recharged to tenants of office buildings and retail spaces. Such a
recharge of the property tax is prohibited for residential tenants.

Furthermore, the BE-REIT is also subject to the subscription tax of 0.0925% on the net amount invested
in Belgium at the end of the financial year. The institutional BE-REIT is subject to an annual tax of 0.01%.

VAT

Management services (other than property management services) invoiced to BE-REITs benefit from a
VAT exemption.

Accounting rules

The IFRS rules are applicable to the BE-REIT and institutional BE-REIT. Social BE-REITs have a choice
between IFRS and BE-GAAP.

3.2 Transition requlations

Conversion into BE-REIT status

- Real estate assets are to be assessed at market value, excluding RETT
- 15% tax on capital gains (‘exit tax’)

Upon conversion of a reqular real estate company into a BE-REIT or upon the merger of such a company
into a BE-REIT, the latent gain on the Belgian real estate and the tax-free reserves are subject to the exit
tax at arate of 15%. The latent gain is computed on the basis of the appraised value of the real estate
asset, excluding rights and taxes, and the carried-forward tax losses of the Belgian company should be
available for off-setting, subject to the limitation of use provided for by the tax legislation, i.e. carried-
forward tax losses can be used in a given year to off-set taxable income up to EUR 1,000,000 plus 70%
of the remaining taxable profits."°

10 For example: if acompany has EUR 8,000,000 taxable profits (before carried-forward tax losses) and EUR 6,500,000 carried-
forward tax losses, these losses can be used up to: 1,000,000 + ((8,000,000-1,000,000)*70%) = 5,900,000, which gives a taxable
basis of 8,000,000 - 5,900,000 = EUR 2,100,000.
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3.3

4.1

When a Belgian real estate asset is contributed to the BE-REIT (as a single asset or as part of a
contribution of a line of business or universality), the capital gain realised by the transferor is also subject
to the exit tax in its hands, but the transferor cannot claim the roll-over regime.

The tax law specifies that, in the case of conversion, there is no withholding tax on the deemed dividend
(in order to avoid any discussion in this respect).

Note that merger, de-merger or assimilated restructuring in the case that all participants in the operation
are BE-REITs occur in tax neutrality and can, therefore, be performed without adverse tax consequences
for the shareholders.

Registration duties (RETT)

Registration duties (RETT)

- No capital duty
- Real estate transfer tax of 12% or 12.5% for full ownership rights or usufruct right
- Real estate transfer tax of 5% for long-term lease right or right to build

No capital duty is due upon incorporation and capital increase.

Depending on the location of the real estate, the sale and purchase of real estate assets are subject

to the 12% or 12.5% transfer tax. The granting of a long-term lease right (droit d’emphytéose/
erfpachtrecht) or a right to build (droit de superficie/opstalrecht), or the transfer of such right, is subject
to a 5% transfer tax. If the purchase/sale or the granting/transfer of a right is subject to VAT, then no
real estate transfer tax is levied.

Tax treatment at the shareholder’s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Dividends and capital gains are - Withholding tax on dividends - In principle, a 30% withholding
fully taxable, but if a dividend at 30% is the final tax burden tax (15% for BE-REITs investing in
participation regime applies (in the (15% for BE-REITs investing in healthcare)

case of qualifying investment in healthcare) - Withholding tax exemption in the
foreign real estate), dividends anod - In principle, capital gains are case of participation of at least 10%
capital gains are in principle 100% tax-exempt in the share capital of the BE-REIT
tax-free during a minimum uninterrupted

holding period of one year

Corporate shareholder

Dividends received and capital gains realised that derive from Belgian real estate are fully taxable (25%).
However, if the Belgian dividend participation exemption regime applies, dividends and capital gains
benefit from a 100% tax deduction. Note that the Belgian dividend participation exemption regime is only
available in the case of redistribution (look-trough approach) by the BE-REIT of:

e Real estate income deriving from foreign real estate assets located in EEA orin a treaty country
(with an exchange of information clause) subject to this income is subject to tax without enjoying a
derogatory tax regime; and

®
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* Dividends and capital gain deriving from the company(ies) holding such foreign real estate assets, in @

the case this company meets the subject-to-tax requirement. BACK

TOP
A reimbursement of capital is in principle not taxable if it occurs on the basis of a reqular decision in accordance
with the Belgian Code of Companies and Associations or similar non-Belgian company law. Capital decreases
are, however, re-characterised into dividend distributions pro rata certain taxed and untaxed reserves of
the company. Untaxed and unavailable reserves not incorporated into the share capital (e.g, revaluation
surplus), the legal reserve and the negative taxed reserve recorded further to corporate restructuring are not
considered by this measure. The same rule applies to the reimbursement of the share premium.

For tax purposes, the capital decrease is deemed to be allocated pro-rata between the share paid-up
capital and the reserves, and within the reserves, exclusively and in the following order:

* Onthetaxed reserves incorporated in the share capital; in such a case, the dividend is subject to
withholding tax (incl. the reductions and exemptions provided by law or tax treaty) and may benefit
from the participation exemption in the hands of the recipient;

e Onthetaxed reserves notincorporated in the share capital; in such a case, the tax treatment is the
same as above; and

* Ontheuntaxed reservesincorporated in the share capital; in such a case, the amount qualified as
a dividend shall first be subject to corporate income tax in the hands of the company (which means
excluded from the taxable basis in case of a BE-REIT) and then subject to the tax treatment applicable
to taxed reserves.

The paid-up capital of the company shall be deemed to decrease only to the extent of the amount of the
capital decrease imputed on this paid-on capital.

Individual shareholder

The 30% dividend withholding tax is the final levy.

Capital gains realised on BE-REIT shares are not taxable unless the Belgian tax authorities are able to
demonstrate that the capital gain was not realised within the scope of the normal management of private
wealth or that the capital gain was speculative.

A reimbursement of capital is in principle not taxable if it occurs on the basis of a reqular decision in accordance
with the Belgian Code of Companies and Associations or similar non-Belgian company law. Capital decreases
are, however, re-characterised into dividend distributions pro rata certain taxed and untaxed reserves of

the company. Untaxed and unavailable reserves not incorporated into the share capital (e.g. revaluation
surplus), the legal reserve and the negative taxed reserve recorded further to corporate restructuring are not
considered by this measure. The same rule applies to the reimbursement of the share premium.

Moreover, a return of capital upon liquidation or redemption of the BE-REIT’s shares would be taxable if,
upon the public offering of the shares in Belgium, the BE-REIT guarantees a certain repayment or rate of
return for a period of eight years or less to its investors. In that case, the return is deemed to constitute an
interest subject to a 30% withholding tax.

Withholding tax

In principle, a 30% withholding tax is due on dividends distributed by a BE-REIT.

Dividends distributed by the BE-REIT to its shareholders are subject to a 15% withholding tax if the
BE-REIT invests at least 80% of its assets in real estate used for healthcare in the EEA. Note that, due

to Brexit, a transition regime shall apply to real estate assets used for healthcare that are located in the
United Kingdom and already owned by the BE-REIT, directly or indirectly, on December 31, 2020. In this
respect, these real estate assets can still be included in the computation of the 80% threshold as regards
dividends paid or allocated by the BE-REIT until December 31, 2025.
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4.2

5

If the quantitative conditions of the European Parent-Subsidiary Directive as implemented in Belgian
tax law are met (e.g. a minimum participation of 10% or investment value of at least EUR 2.5 million
and held during an uninterrupted period of at least one year), no withholding tax will be due on dividend
distributions to a corporate domestic shareholder.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
Capital gains are tax-exempt Capital gains are tax-exempt = - Distribution of Belgian-source income is
in Belgium in Belgium subject to 30% withholding tax, and is subject

to reduction or exemption based on tax treaty

- Distribution of foreign-source income benefits
from a withholding tax exemption without the
subject-to-tax requirement

- Distribution to foreign pension funds benefits
from a withholding tax exemption

Investment in Belgian real estate

Dividends distributed to a foreign pension fund that (i) is not conducting a business or a lucrative activity,
(i) is totally tax-exempt in its country of residence, and (iii) is not contractually obliged to redistribute
these dividends to a beneficial owner that cannot qualify for this exemption, benefit from a withholding
tax exemption.

Dividends distributed to foreign investors shall be subject to a 30% withholding tax subject to exemption
or reduction by virtue of the applicable tax treaty.

Apart from this withholding tax, no non-resident taxation applies.
Investment in foreign real estate

Dividends distributed to foreign investors shall benefit from a withholding tax exemption without an
underlying condition of taxation in the source state.

Capital gains

Capital gains realised by a foreign shareholder upon disposal of the shares in the BE-REIT should

not be subject to Belgian non-resident taxation since, in the tax treaties entered into by Belgium and
containing a real estate rich clause, the stock listed companies are excluded from the application of this

clause. As a consequence, the power to tax such capital gain is granted to the state of establishment of
the foreign shareholder.

Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder

No specific tax privilege No specific tax privilege No specific tax privilege

BACK

TOP

EPRA 19 LOYENS | LOEFF

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 BELGIUM - BE-REIT

Foreign REIT @

BACK

A foreign REIT investing directly in Belgian real estate is not eligible for the REIT regime and is therefore ror

subject to the ordinary Belgian non-resident income tax. The Belgian source net income of the foreign
REIT will be taxable at a rate of 25%. The fact that a foreign REIT may not apply for the BE-REIT regime
for its Belgian real estate might be held contrary to European law further to the ECJ Ruling in case L-Fund
(C-537/20 dd. April 27,2023).

Corporate shareholder

The tax treatment of a domestic corporate shareholder of a foreign REIT depends on the specific
characteristics of the foreign REIT.

If the foreign REIT has no legal personality, then the corporate investor is deemed to have invested directly

in real estate. On the basis of the applicable tax treaty, the non-Belgian real estate income would most likely
be taxed in the country where the real estate is located (thus tax-exempt in Belgium). Likewise, capital gains
realised on the participation in a foreign REIT without legal personality would be considered capital gains on
real estate. On the basis of the applicable tax treaty, the capital gain realised on non-Belgian real estate would
most likely be taxed in the country where the real estate is located and, therefore, tax-exempt in Belgium.

Concerning a foreign REIT with a legal personality, the corporate investor will not be deemed to have
invested in real estate but in the fund itself. The same rules apply to the dividends received and capital
gains realised on the shares in a BE-REIT. The foreign withholding tax levied on dividends received from a
non-Belgian real estate fund is a tax-deductible item.

Individual shareholder

The tax treatment of a domestic individual shareholder of a foreign REIT depends on the specific
characteristics of this fund.

If it concerns a foreign REIT without legal personality, the individual investor will be deemed to have
invested directly in real estate. The analysis is the same as for corporate investors, it being understood
that foreign exempt income is taken into account to determine the global level of taxation (i.e. applicable
tranche in terms of income tax rate).

Concerning a foreign REIT with a legal personality, the individual investor will not be deemed to have
invested in real estate but in the fund itself. The income received from the fund will be taxed according

to the rules of dividend taxation. Consequently, the dividends would be taxable at a rate of 30% (plus
communal surcharges if the fund is located outside the EEA). The foreign withholding tax levied on the
dividend income would be deductible from the Belgian taxable basis. Capital gains realised on foreign real
estate fund shares are treated in the same way as capital gains realised on BE-REIT shares.
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1

General introduction

Fund name Enacted year Citation REIT type

spIC 2021 Special Purpose Investment Companies and

Securitisation Companies Act (SPICSCA) Corporate type

The SPIC regime was introduced with the Special Purpose Investment Companies Act, which came
into force on January 1, 2004, and was repealed and replaced in March 2021 by the Special Purpose
Investment Companies and Securitisation Companies Act.

Sector summary*

Listing Number of REITs Number in EPRA Sector Mkt Cap % of Global
Country REIT Index (EUR m) REIT Index
Bulgaria 33 0 703.61 0.00%

* All market caps are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global REITs Index
(EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

- Licence from the Financial Supervision Commission
- Listing on Bulgarian Stock Exchange
- Depository bank mandatory

In order to qualify as a SPIC, a company is required to obtain a licence from the Bulgarian Financial
Supervision Commission (FSC). A SPIC shall be established at a constituent meeting at which its
shares are subscribed. The founders may not number more than 50. Within seven days after the SPIC
is registered in the Commercial Register, the FSC shall be notified. The SPIC shall file with the FSC an
application for a licence within six months of its registration with the Commercial Register.

In addition, upon the incorporation of a SPIC, the constituent meeting is obliged to pass a resolution for an
initial capital increase up to at least 130% of the initial share capital (i.e. the capital increase should be in
the amount of at least 30 % of the initial share capital). This first capital increase can be performed only
on the basis of a prospectus approved by the FSC. Once the formal authorisation (licence) is granted, the
SPIC may effectively increase its capital. This increase is to be performed through the issuance of rights
entitling their holders to take part in the subscription of shares from the capital increase. Said rights must
be listed on a requlated market (the Bulgarian Stock Exchange), and no pre-emption rights apply.
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2.2 Legal form/minimum share capital

2.3

Legal form Minimum share capital

BGN 500,000, upon the accession of the Republic of

Joint-stock company Bulgaria to the eurozone - EUR 250,000

Legal form

A SPIC can only be established and operate as a public joint-stock company (AD). The company name of
the special purpose investment company needs to include the denomination ‘joint-stock special purpose
investment company’ or the abbreviation ‘JSSPIC’.

The registered seat and address of management of a SPIC must be located in Bulgaria.
Minimum share capital

The minimum share capital requirement for a SPIC (at the time of incorporation) is BGN 500,000

(upon the accession of the Republic of Bulgaria to the eurozone the minimum capital requirement will
automatically be changed to EUR 250,000). The share capital must be fully paid as of the date of applying
for registration in the Commercial Register. No contributions in kind are permitted. The SPIC can issue
only book-entry (dematerialised) shares.

The initial contemplated increase of registered capital via an IPO should amount to not less than 30% of
the initial registered capital.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

No more than 50 founders Yes

Shareholder requirements

Itis not allowed for more than 50 persons or entities to be founders of a SPIC. It has not yet clearly been
stated whether a SPIC may be owned by just one shareholder.

Listing requirements

Within six months after its registration in the Commercial Register, the SPIC must apply for the approval
of its prospectus for IPO by the FSC. The prospectus is submitted to the FSC as a part of the documents
accompanying the application for issuance of a licence for carrying on activities as a SPIC.

There is no clear rule regarding which stock exchange the SPIC must be listed on. However, based on the
analysis of the current requlations and other practical considerations, it seems that the SPIC can only be
initially listed on the Bulgarian Stock Exchange. Before it may do so, the SPIC’s IPO prospectus must be
approved by the FSC. However, SPICs may be listed on other EU-regulated markets as well.
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2.4 Asset levels/activity tests

Restrictions on activities/investments

- The SPIC may invest its free cash in securities issued or guaranteed by an EU Member State and in bank deposits
in banks that are authorised to perform activities in such member state. The SPIC may invest in such assets
within six months after the registration of any capital increase within the relevant registries

- No more than 10% of the SPIC’s assets may be invested in covered bonds admitted to trading on a trading venue
inan EU Member State

- No more than 10% of the SPIC’s assets may be invested in companies that provide services to the SPIC

- No more than 30% of the assets of a SPIC (investing in real estate) may be invested in SPVs for investments in
real estate

- No more than 10% of the SPIC’s assets (investing in real estate) may be invested in other SPICs investing in real
estate

- The total amount of investments (save for these mentioned in the first point above, within the period specified
therein) in assets specified above cannot exceed 30% of the SPIC’s assets

- Noinvestments allowed in real estate subject to a legal dispute

- Real estate investments must be located in Bulgaria or another EU Member State (the possibility of making real
estate investments located in another EU Member State must be explicitly reflected in the SPIC’s Articles of

Association and its prospectus). The SPVs in which SPICs (investing in real estate) can make investments may, in
turn, invest in real estate located in Bulgaria or another EU Member State

The business activity of a SPIC investing in real estate is limited to:

e Purchasing real estate (which must be located in Bulgaria or another EU Member State) and limited
property rights to real estate, carrying out real-estate construction and improvements (for property
management, renting, leasing, sales); and

e Raising funds by issuing securities. The IPO is mandatory for SPICs. However, additional financing is
not prohibited. Therefore, SPICs may engage in equity and debt financing.

At least 70% of the SPIC’s assets (investing in real estate) as of the end of each quarter must result from the
activities under the first point above. When capital is raised through the issuance of securities, the SPIC must
ensure that this requirement is complied with within six months after the registration of the capital increase.

At least 70% of the gross proceeds of the SPIC (investing in real estate) for the respective financial year must
be generated by the activities under the first point above.

The SPIC (investing in real estate) must ensure that the above requirements are complied with within two years
of obtaining the license.

The SPIC (investing in real estate) shall report to the Financial Supervision Commission the information about
the commercial real estate properties owned by the SPIC and the SPVs, in which it invested, within 120 days of
the end of the respective financial year, respectively within 60 days as of the end of each quarter.

SPICs can invest up to 10% of their assets in covered bonds admitted to trading on a trading venue in an EU
Member State. SPICs are entitled to invest up to 10% of their assets in companies that provide services to the
respective SPIC. SPICs investing in real estate may invest up to 30% of their assets in SPVs for investments
in real estate. In addition, SPICs investing in real estate may invest up to 10% of their assets in other SPICs
investing in real estate. No other investments in shares are allowed.

A SPIC may not directly perform the maintenance services of the acquired real estate. The SPIC must delegate
these services to one or more third companies that have the necessary resources and experience to perform
these activities. These companies can engage in the following activities: servicing and maintaining acquired
real estate, constructing and improving real estate, servicing the receivables, keeping and safequarding the
accounting records and other reporting correspondence, and many other necessary activities.
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2.5

2.6

2.7

Leverage

Leverage

Short-term loans cannot exceed 20% of income-generating asset
The only introduced debt financing limitation concerns loans granted for settlement of interest due by

the SPIC. In that case, the company may only borrow (from a bank) an amount not greater than 20% of its
balance sheet asset value and for a period not exceeding one year.

Profit distribution obligations

Operative income Capital gains Timing

Distribution until the end of the following

90% of the net income of the year Included in netincome ; ; .
financial year required

Operative income

The SPIC is obliged to distribute at least 90% of the profit as dividends. It must do so within 12 months
following the financial year in which the profit was incurred. The SPIC may distribute interim 6-month
dividends under certain conditions and if an evaluation of the assets as of the end of the first six months
of the financial year is available.

Capital gains

Special rules determining the formation of the profit of a SPIC are set out under the SPICSCA, and the
capital gains/losses are explicitly provided as such items.

Sanctions

Penalties/loss of status rules

Monetary penalties and a possible loss of SPIC status

The Finance Supervision Commission may cancel the SPIC’s licence if:

» The SPIC does not begin activities within 12 months after receiving the licence or did not perform
licensed activities for more than six months;

The SPIC has provided wrongful information (based on which the licence was granted);

The SPIC explicitly asked for the withdrawal of its license;

The SPIC has not implemented an enforced coercive measure under SPICSCA, the Public Offering of
Securities Act, the Activities of Collective Investment Schemes and Other Undertakings for Collective
Investment Act or the acts for their implementation;

The SPIC no longer meets the conditions under which the licence has been granted; or

The SPIC systematically or materially breaches SPIC statutory rules.
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Furthermore, SPICs are not allowed to change their legal form as well as to change their scope of @
activity, except in the cases where the license of the respective SPIC has been withdrawn by the Financial BACK
Supervision Commission based on a request by the SPIC (in this case the respective SPIC may continue to Top

exist as a public traded joint-stock company). Doing so would result in a loss of status.

SPICs that breach the profit distribution obligation may be penalised between BGN 4,000 (~EUR 2,045)
and BGN 10,000 (~EUR 5,113) for individuals and between BGN 10,000 (~EUR 5,113) and BGN 20,000
(EUR 10,226) for legal entities and sole proprietors.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Tax-exempt Tax-exempt N/A

Current income

The income of a SPIC is not subject to corporate taxation. In this respect, the SPIC is not entitled to a tax
credit for foreign income tax paid.

Capital gains

Capital gains realised by a SPIC are not subject to taxation since they are included in the financial result of
the SPIC, which is exempt from corporate taxation.

Other taxes and fees

Other taxes may be applicable to SPICs, such as VAT at a standard rate of 20%, garbage collection fees
and annual real estate tax in the range of 0.01%-0.45% (the exact rate is determined by the municipality
where the property is located). Specific higher real estate tax rates were introduced in the legislation as of
January 1, 2019 (e.g., in the range of 0.5%-0.7% for certain properties located in tourist resorts); however,
these were later announced as unconstitutional by the Constitutional Court.

Bulgaria introduced Pillar 2 (global minimum tax) legislation as of January 1, 2024, requiring a 15%
minimum effective taxation as per specific requlations. Groups should assess whether they are in scope
and are impacted.

Accounting rules

Unless provided by the SPIC regime, the rules provided by the IFRS apply. The SPIC may outsource its
bookkeeping to a third party, as per the requirements of the legislation.

3.2 Transition requlations

Conversion into SPIC status

The tax legislation does not envisage any special rules for conversion into a SPIC
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3.3 Registration duties @
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Registration duties

- Transfer tax of 0.1% to 3%
- Land Registrar Entrance Fee of 0.1%

A real estate transfer tax, the rate of which varies between 0.1% and 3% (the exact rate applicable in the
respective year is approved by the Municipal Council as per the location of the real estate property) and
a land registrar entrance fee of 0.1% is levied on the purchase price of the real estate or on the tax value
determined by the municipality (in compliance with the Local Taxes and Fees Act).

4 Tax treatment at the shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Dividends are subject to corporate - 5% withholding tax on dividend No withholding tax
income tax distributions is the final levy credit applies

- Capital gains could be tax-exempt - Capital gains could be tax-exempt

Corporate shareholder

Dividends

Dividends distributed by a SPIC to domestic corporate shareholders are not subject to withholding tax
except for shareholders who are not considered merchants according to the Bulgarian legislation. However,
dividends are taxed with corporate income tax at the recipient level under the general corporate tax rules.

Capital gains

Capital gains realised from the sale of SPIC shares could be tax-exempt if they are traded on a recognised
EU/EEA stock exchange or (as of January 1, 2021) on a third-country stock exchange considered as an
equivalent stock exchange within the meaning of the law.

A return of capital distribution
Under the Bulgarian tax legislation, capital decrease does not have tax implications (with certain exceptions).

Individual shareholder

If dividends are distributed to resident individuals, a 5% domestic final withholding tax is applied. Capital
gains realised on the sale of the SPIC shares could be tax-exempt if they are traded on a recognised EU/
EEA stock exchange.
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Withholding tax @
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For individual shareholders and corporate shareholders who are not merchants, a 5% withholding tax
applies on dividend distributions. The tax is final; it is not possible to credit it. Dividend distributions to

(other) domestic corporate shareholders are not subject to withholding tax.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
- Dividends are subject to a 5% withholding tax - Dividends subjecttoa 5% Treaty relief
- Possibility of dividend tax reduction withholding tax might apply
- Dividends distributed to EU/EEA entities are - Possibility of dividend tax
exempt from Bulgarian withholding tax reduction
- Capital gains could be tax-exempt - Capital gains could be tax-exempt

Corporate shareholder

A 5% domestic withholding tax rate, or the lower respective DTT withholding tax rate, applies to dividends
distributed by the SPIC in favour of foreign shareholders.

If relevant income accrued to the foreign shareholder (including dividend income) exceeds BGN 500,000
(~EUR 255,646) for the calendar year, DTT protection can be obtained following the successful
completion of an advance clearance procedure with the Bulgarian National Revenue Agency.

If the annual accrued income is less than BGN 500,000, a DTT relief can be applied under a simplified
approach (without undergoing a special procedure) by the SPIC. For the simplified application of the DTT
relief, the foreign shareholder must provide to the SPIC certain documents (the main of which are a tax
residency certificate and a declaration of beneficial ownership of the income).

Dividends distributed to EU/EEA tax resident entities are exempt from Bulgarian withholding tax (the
beneficial ownership concept exists under the domestic legislation in Bulgaria).

Individual shareholder

Dividends distributed to foreign individual shareholders are subject to a 5% Bulgarian withholding tax
unless a more favourable rate is provided under an applicable DTT, which is again applicable on the same
conditions as for corporate shareholders. Capital gains could be exempt from taxation as long as the SPIC
shares are listed on an EU/EEA stock exchange and the individual shareholder is an EU/EEA tax resident.

Withholding tax

A 5% withholding tax will be levied on outbound dividends if the recipient is not an EU/EEA entity. Treaty
relief may be available.
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5 Tax treatment of the foreign REIT and its domestic shareholder

Income realised by a foreign REIT from Bulgarian source

Foreign REIT

Local rental income is subject to a Bulgarian withholding tax of 10%

Income realised by Bulgarian tax residents from a foreign REIT

Corporate shareholder Individual shareholder

Dividends distributed by EU/EEA corporations are tax-exempt No tax privileges

Foreign REIT

The Bulgarian rental income of a foreign REIT is subject to a withholding tax of 10%.

Corporate shareholder

Bulgarian corporate shareholders are taxed on their dividend income, except for dividends from domestic,
the EU, and EEA tax residents. (Dividends remain taxable if distributed by a SPIC licensed under the
Bulgaria SPICSCA). Certain anti-abuse restrictions may apply in specific cases.

Individual shareholder

Individual shareholders are taxed on the income from dividends distributed by a foreign corporation under
the general rules, and are subject to a 5% one-off tax.
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1 General introduction @
TTOOP
Fund name  Enacted year Citation REIT type REIT market
FINNISH REIT = 2010 Act on Tax Incentives for - Private limited company = No REITs
certain Limited Companies (closed-ended) currently in
Carrying on Residential Renting = _ pyplic limited company the market
Activities (24.4.2009/299) (closed-ended)

The Finnish REIT was introduced with effect on January 1, 2010, by the Finnish Act on Tax Incentives
for certain Limited Companies Carrying on Residential Renting Activities (24.4.2009/299) (the Finnish
REIT Act). This was, however, subject to a state aid notification to the Commission. On May 12, 2010,
the Commission announced that REIT is not illegal state aid. However, the Commission considered that
a provision allowing REITs to use up to 30% of their annual profits to create tax-exempt re-investment
reserves would constitute incompatible aid. Following the Commission’s concerns, the Finnish
authorities made the commitment not to put into force this provision. Under the REIT regime, a Finnish
REIT is fully exempt from paying corporate income tax. However, penalty tax charges may apply to a
REIT in certain circumstances.

2 Requirements

2.1 Formalities/procedure

Key requirements

- Application for REIT status must be filed
- Certain conditions for REIT status apply

An application for REIT status must be filed with the Finnish tax authorities. REIT status must be granted
to a Finnish limited liability company under the following conditions:

e The company does not carry on any other activities other than renting of property and certain ancillary
activities, such as property administration and maintenance, and cash management. Property
development on its own account is permitted;

e At least 80% of the total assets of the company must comprise of shares in mutual real estate
companies or residential real property (as defined in the relevant legislation) (measured using financial
statements);

e The company does not hold any assets other than property, equipment required by its ancillary
activities, and liquid funds (as defined in the relevant legislation). The company may not, except for
shares in mutual real estate companies, hold any shares e.g. in subsidiary companies;

e The company’s total liabilities may not exceed 80% of the total assets (measured using consolidated
financial statements);

e Each shareholder must hold less than 10% of the share capital of the company; and

e The Finnish Act on Real Estate Funds (19.12.1997/1173) must apply to the company, and hence it must
be subject to supervision by the FIN-FSA.
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2.2

2.3

The following additional conditions for REIT status apply as of the beginning of the first tax year as a REIT:

e The company must distribute as dividends at least 90% of its net income for each financial period
(excluding unrealised changes in value);

e The company’s shares must be listed on a requlated market or must be, upon application, admitted
to trading on a multilateral trading facility in the European Economic Area. Upon application to the
Finnish tax authorities, this requirement may be suspended during the first two tax years as a REIT (the
application must be submitted to the Finnish tax authorities no later than at the end of the first tax year);

e The company does not distribute profits in any other form than as dividends; and

e The company or its mutual real estate company subsidiaries have not been involved in any
transactions, the purpose of which are deemed to be tax avoidance.

In addition, at least 80% of the net income (excluding capital gains) of the REIT must be derived from the
renting of residential property (measured using financial statements). Failure to fulfil this requirement
results in a penalty tax charge on the REIT.

A REIT must file a tax return and a statement on fulfilling the conditions for REIT status with the Finnish

tax authorities. The (consolidated) financial statement must be enclosed with the tax return.

Legal form/minimum share capital

Legal form Minimum share capital

In practice, a public limited company EUR 5 million

Legal form

A Finnish REIT must be a private or public limited company incorporated in Finland. Under the Companies
Act 21.7.2006/624, only a public limited company may be listed on a regulated market.

A Finnish REIT may own shares in so-called mutual real estate companies resident in Finland or, in
principle, outside Finland. In general terms, a mutual real estate company is a company the shares of
which entitle the shareholder to use (or rent to third parties) the premises owned by the mutual real estate
company. A REIT may not hold shares in any other subsidiary companies except for shares in mutual real
estate companies.

Minimum share capital

Under the Finnish Act on Real Estate Funds (19.12.1997/1173), a Real Estate Fund must have a minimum
share capital of EUR 5 million.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory
A shareholder should not own 10% or more of the - Yes
share capital - Arequirement to be listed on a regulated market or

admitted upon application to trading on a multilateral
trading facility in the European Economic Area

®
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Shareholder requirements

No shareholder should hold 10% or more of the share capital; otherwise, a penalty tax charge will arise in
relation to the dividend paid to such shareholder.

Listing requirements

Under the Finnish Act on Real Estate Funds (19.12.1997/1173), a Real Estate Fund must apply for listing on
aregulated market within three years of the commencement of its activities unless the FIN-FSA grants an
exemption from this requirement.

Under the Finnish REIT Act, a REIT’s shares must be listed on a requlated market or admitted upon
application to trading on a multilateral trading facility in the European Economic Area. Upon application to
the Finnish tax authorities, this requirement may be suspended during the first two tax years as a REIT.

Activity/asset level restrictions

Restrictions on activities/investments

- No other activities than renting of property and certain ancillary activities, such as property administration and
maintenance, and cash management, are allowed; development on own account is permitted

- Atleast 80% of the net income must be derived from the renting of residential property (measured using
financial statements)

- Atleast 80% of the assets must consist of shares in mutual real estate companies or residential real property
(measured using financial statements)

- May invest outside Finland

A REIT may not carry on any activities other than the renting of property and certain ancillary activities,
such as property administration and maintenance, and cash management. Development by the REIT for its
own account is permitted.

Disposals of property are permitted but may result in a penalty tax charge unless the following
requirements are met:

e The REIT disposes of less than 10% of its properties during a tax year (measured using balance
sheet values);

e Shares in mutual real estate companies have been held for five years; and

e More than five years have elapsed since a comprehensive modernisation fulfilling certain criteria
(as defined in the legislation).

The financial restrictions are:

e Atleast 80% of the net income must be derived from the renting of residential property; and
e Atleast 80% of the total assets must consist of shares in mutual real estate companies or residential
real property (as defined in the legislation).

Leverage

Leverage

Total liabilities may not exceed 80% of the total assets (measured using financial statements)

The REIT’s total liabilities may not exceed 80% of the total assets under (consolidated) financial
statements.
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2.6 Profit distribution obligations @
B?SK
TOP
Profits Capital gains Timing
90% of the net income must be Realised capital gains are included Not defined
distributed (excluding unrealised in the distribution obligation

changes in value)

Dividends

A REIT must distribute as dividends at least 90% of its net income for each financial period (excluding
unrealised changes in value).

Capital gains

Gains arising from the disposal of property fall under the distribution obligation.

2.7 Sanctions

Penalties/loss of status rules

Failure to meet the conditions for REIT status may result in the loss of the REIT status. However, the following
may lead to penalty tax charges instead:

- Less than 80% of the net income derives from renting residential property
- A shareholder holds more than a 10% share in the REIT
- Disposal of property, if certain requirements are not met

As a general rule, failure to meet any of the conditions for REIT status could result in the loss of the REIT
status. However, failure to meet the requirement of 80% of the net income being derived from the renting
of residential property or the requirement that each shareholder holds less than a 10% share in the REIT
will only result in a penalty tax charge.

Where less than 80% of the net income (excluding capital gains) is derived from the renting of residential
property, a tax charge of 20% will arise on the REIT on the shortfall in the income from the renting of
residential property.

The REIT will incur a tax charge, at a rate corresponding to the valid CIT rate (currently at 20%), on the
amount equivalent to the dividend paid to a shareholder that holds at least 10% of the shares in the REIT.

Disposals of property are permitted but may result in a penalty tax charge unless the following
requirements are met:

e The REIT disposes of less than 10% of its properties during a tax year;
e Shares in mutual real estate companies have been held for five years; and

e More than five years have elapsed since a comprehensive modernisation fulfilling certain criteria (as
defined in the legislation).

The tax authorities have general powers to make a REIT leave the REIT regime if they consider that the
REIT has entered into arrangements with the sole or main purpose of tax avoidance. It is possible to
appeal against such action.
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3 Tax treatment at the level of the REIT ®
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3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Allincome of a Disposals of property - Distributions to Finnish resident individuals are subject to tax
Finnish REIT are permitted but may prepayment withheld at the source

is fully exempt resultinpenalty tax ' _ ynder Finnish domestic law, dividends distributed by a Finnish

from corporate charges unless certain REIT to a non-resident recipient will be subject to

income tax conditions are met 15/20/30/35% withholding tax at source, subject to applicable

tax treaties

Corporate income tax

A Finnish REIT is fully exempt from paying corporate income tax. However, penalty tax charges may apply
to a REIT in certain circumstances.

Capital gains

Disposals of property are permitted but may result in a penalty tax charge unless the following
requirements are met:

e The REIT disposes of less than 10% of its properties during a tax year;

e Sharesin mutual real estate companies have been held for five years; and

e More than five years have elapsed since a comprehensive modernisation fulfilling certain criteria (as
defined in the legislation).

Withholding tax

Distributions to Finnish resident individuals are subject to tax prepayment withheld at the source.

Under domestic law, dividends distributed by a REIT to a non-resident recipient will be subject to a
withholding tax at source, subject to applicable tax treaties. The applicable domestic withholding tax
rate is currently 30% for private individuals and 15/20/30/35% for other recipients, depending on
the type of recipient.

The dividend withholding tax may be withheld directly at the applicable tax treaty rate in case of dividends
paid to nominee registered shares if the payer of the dividend or the custodian is registered with the
Finnish Tax Administration’s custodian register and either of them has information on the identity of the
final recipient of the dividend. If the information on the final recipient is not provided, the tax at source for
the dividend is 35%.

If an overseas jurisdiction levies a withholding tax on payment to a Finnish REIT, the REIT will not be able
to obtain credit for such tax, as the income is exempt in Finland.

Other taxes

Asset transfer tax, property tax and value-added tax apply in the same way that they apply to ordinary
property companies.

Accounting rules

As a general rule, accounting rules apply in the same way that they apply to ordinary property companies.
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3.2 Transition requlations

3.3

4

4.1

Conversion into REIT status

Conversion charge of 20% of the unrealised gains on all assets held by a property company converting to
REIT status

For Finnish tax purposes, all assets held by a property company converting to REIT status are revalued

to market value. A conversion charge at a rate corresponding to the valid CIT rate (currently at 20%) is
levied on the unrealised gains on all assets held on the day of conversion. The conversion charge can, upon
application, be spread over three years from the year of conversion to REIT status.

Asset transfer tax

Asset transfer tax

Asset transfer tax of 1.5 % (shares in companies, including shares in mutual real estate companies and other
real estate companies) or 3% (real property) (no difference within the REIT regime)

Tax treatment at the shareholder level

Domestic shareholder

Individual shareholder/

other shareholders Tax at source

Corporate shareholder

Dividends distributed by a Dividends distributed by a The REIT must withhold tax at source on
Finnish REIT are fully taxable Finnish REIT are capital income dividends paid to Finnish individuals and
at 20% fully taxable at 30/34% pay it forward to the tax administration

Under the Finnish REIT Act, dividends distributed by a Finnish REIT are fully taxable income for Finnish
residents.

Corporate shareholder

Dividends distributed by a Finnish REIT are fully taxable at the valid CIT rate (currently at 20%).
Capital gains on the disposal of shares in REITs are taxable under normal capital gains tax rules.

Individual shareholder

Dividends distributed by a Finnish REIT (a listed company) are fully taxable capital income.
The capital income tax rate is currently 30% up to a taxable capital income of EUR 30,000 and 34% on
the excess.

Capital gains on the disposal of shares in REITs are taxable under normal capital gains tax rules.
Taxation at source

The REIT must withhold tax at source on dividends paid to Finnish individuals and pay it forward to the
tax administration.
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4.2 Foreign shareholder @
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Individual shareholder/ ror

Corporate shareholder other shareholders

Withholding tax

- 15/20/30/35% final withholding - 30/35% final withholding tax on - Tax treaty relief may be
tax on dividends (subject to tax dividends (subject to tax treaties) available and should be
treaties) - Disposal of shares in a Finnish REIT | treated as a dividend

- Disposal of shares in a Finnish REIT should typically be outside the distribution under most tax
should typically be outside the scope of Finnish capital gains tax treaties
scope of Finnish capital gains tax - Parent-Subsidiary Directive is

not applicable

Corporate shareholder

Under domestic law, dividends distributed by a REIT to a non-resident recipient will be subject to 15/20%
withholding tax at source, subject to the applicable tax treaties. The dividend withholding tax may be
withheld directly at the applicable tax treaty rate in case of dividends paid to nominee registered shares
if certain requirements are met. The payer of the dividend or the custodian must be registered with the
Finnish Tax Administration’s custodian register, and either of them must have information on the identity
of the final recipient of the dividend in order to receive the benefit. This development is related to the
OECD TRACE (Treaty Relief and Compliance Enhancement) project. The withholding tax rate is 35% if the
information on the final recipient of the dividends has not been provided.

Gains on disposals of shares in a Finnish REIT could be subject to tax at 20% if at least 50% of the
REIT’s assets are directly held property located in Finland (as opposed to shares in mutual real estate
companies), subject to the applicable tax treaties. In practice, disposals of shares in a Finnish REIT
should typically be outside the scope of Finnish capital gains tax.

The legislation on the taxation of profits derived from real estate investments was changed with
effect from March 1, 2023. The amendment enables the taxation of profits derived from the disposal
of indirect real estate investments. However, the amendment does not concern listed companies.
Thus, due to the listing requirement of REITs, the amendment does not affect Finnish REITs.

Individual shareholders/other shareholders

Under domestic law, dividends by a REIT to a non-resident recipient will be subject to a 30%
withholding tax at source, subject to the applicable tax treaties. The dividend withholding tax may be
withheld directly at the applicable tax treaty rate in case of dividends paid to nominee registered shares
if certain requirements are met. The payer of the dividend or the custodian must be registered with

the Finnish Tax Administration’s custodian register, and either of them must have information on the
identity of the final recipient of the dividend in order to receive the benefit. This development is related
to the OECD TRACE project. The withholding tax rate is 35% if the information on the final recipient of
the dividends has not been provided.

Gains on disposals of shares in a Finnish REIT could be subject to tax at 30/34% (or 20% in the case
of shareholders other than individuals) if at least 50% of the REIT’s assets are directly held property
located in Finland (as opposed to shares in mutual real estate companies), subject to the applicable
tax treaties. In practice, disposals of shares in a Finnish REIT should typically be outside the scope of
Finnish capital gains tax.

The legislation on the taxation of profits derived from real estate investments was changed with effect
from March 1,2023. The amendment enables the taxation of profits derived from the disposal of
indirect real estate investments. However, the amendment does not concern listed companies. Thus,
due to the listing requirement of REITs, the amendment does not affect Finnish REITSs.
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Withholding tax @
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A non-resident shareholder is subject to a withholding tax of 30/35% (individuals) or 15/20/30/35% ToP
(other recipients), subject to applicable tax treaty provisions. Treaty relief can be claimed ex-ante or

retrospectively. The dividend should be treated as a dividend distribution under most treaties. The EU
Parent-Subsidiary Directive is not applicable in practice due to the ownership restrictions of a single

shareholder of a REIT.

Future developments

It has been proposed by the Finnish government to decrease the CIT rate to 18% with effect from 2027.
There are no further upcoming changes in Finnish legislation that would have an effect on the taxation of
REITs or their shareholders.

5 Tax treatment of the foreign REIT and its domestic shareholders

Corporate shareholder Individual shareholder

Taxed under normal A foreign REIT’s distribution to a Finnish A foreign REIT’s distribution to a Finnish
Finnish tax rules shareholder is likely to be treated as a shareholder is likely to be treated as a
normal dividend from the non-resident normal dividend from the non-resident
company (will depend on the structure company (will depend on the structure
of the foreign REIT) of the foreign REIT)
Foreign REIT

A foreign REIT is taxed under normal Finnish rules.

Corporate shareholder

A foreign REIT’s distribution to a Finnish corporate shareholder is likely to be treated as a normal dividend
(which is generally considered as the shareholder’s taxable income but may be fully or partially tax-
exempt under certain conditions) from the non-resident company (will depend on the structure of the
foreign REIT).

Individual shareholder

A foreign REIT’s distribution to a Finnish individual shareholder is likely to be treated as a normal dividend
from the non-resident company (will depend on the structure of the foreign REIT). As a general rule, 85%
of a dividend from a listed company is taxed at a rate of 30/34%, whereas a dividend from a non-listed
company is divided into capital income (taxed at 30/34%) and earned income (taxed at progressive rates)
under a certain formula.
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1 General introduction @
TTOOP
Fund name Enacted year Citation
Article 11 of the Finance Act for 2003
SHC 2003

Official comments from the French tax authorities

Article 11 of the Finance Act for 2003 (Law n°® 2002-1575 of December 30, 2002) introduced a specific
corporate income tax (CIT) exemption regime applicable to listed real estate investment companies
(sociétés d’investissements immobiliers cotées, SIICs) available upon election and subject to conditions.
This regime is governed by Articles 208 C, 208 C bis, 208 C ter and 219 IV of the French tax code (FTC).
The SIIC regime has been amended by the Amending Finance Act for 2004, the Finance Act for 2005,
the Amending Finance Act for 2006, the Amending Finance Act for 2007, the Finance Act for 2008,
the Finance Act for 2009, the Amending Finance Act for 2009, the Finance Act for 2012, the Amending
Finance Act for 2013 and the Amending Finance Act for 2014, the Finance Act for 2019 and the Finance
Act for 2021.

In addition, the French tax authorities (FTA) published administrative tax guidelines on September
25,2003, February 1, 2010, December 27, 2011, March 8, 2012, and June 15, 2012. These are now all
included in the FTA’s official comments published in the Bulletin Officiel des Finances Publiques BOI-IS-
CHAMP-30-20 and the following, first dated September 12, 2012, (and lastly updated on March 3, 2021,
BOI-IS-CHAMP-30-20-40). However, since the computation of the taxable result of the SIIC is subject to
the standard CIT rules unless specified otherwise, many disposals regarding the SIIC are included in the
French administrative guidelines relating to entities subject to CIT under ordinary rules.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country NUmBEroFRENS REIT Index (EUR_m) REIT Index

France 25 9 58,631.21 2.00%

Top five REITs*

Company Mkt Cap 1yrreturn Div Yield % of Global
name (EUR_m) (EUR) % REIT Index
Unibail-

Rodamco- 11,604.94 15.67% 4% 0.57%
Westfield

Klépierre 9,558.73 42.99% 5% 0.51%
Gecina 6,899.56 15.36% 6% 0.35%
Covivio 5,932.83 29.23% % 0.21%
Carmila SA 2,350.63 13.67% 8% 0.07%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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The SIIC regime has attracted a number of foreign companies such as Corio and Wereldhave (Netherlands), @

Hammerson (UK), Cofinimmo, Montea, and Warehouse de Pauw (Belgium). BASK

TOP

2 Requirements

2.1 Formalities/procedure

Key requirements

- The election letter must be filed with the relevant tax office of the parent company with a list of the subsidiaries
which also opted

- Subsidiaries list must be updated once a year

To benefit from the SIIC regime, an eligible real estate investment company (i.e. the listed parent
company) must file an election letter with the French tax authorities by the end of the fourth month of the
tax year for which this company wishes to benefit from this regime.

This election may also be made by subsidiaries subject to CIT provided (i) at least 95% of their share
capital is directly or indirectly held by one or several listed parent companies that have themselves
elected for the SIIC regime or jointly held by one or several SIIC parent companies and one or several
SPPICAV (Société de Placement a Prépondérance Immobiliere a Capital Variable), and (ii) their main object is
identical to that of the listed parent company. The election letter must be filed with the relevant tax office
of the parent company with a list of the subsidiaries elected for the SIIC regime. The list must be updated
every year, together with the company’s annual corporate tax return.

A subsidiary that wishes to elect for the SIIC regime must also identify the parent company and file the
election letter with the relevant tax office.

Due to the changes in the company’s tax regime, the process of election results in a partial cessation of
business as the company ceases, at least partially, to be liable for CIT (Articles 221 and 201 of the FTC
- see Section 3.2 for the tax consequences of such cessation of business). Therefore, the listed parent
company and its elected subsidiaries must file a specific cessation tax return.

The election is irrevocable and takes effect from the first day of the tax year during which it was realised.
Once it is made, the eligible companies may not waive it. Therefore, the option for the regime may only
end when the SIIC no longer meets the listing, capital, or corporate purpose requirements, thereby
resulting in the exit from the regime of any subsidiaries that have opted in.

The election is also considered global because it applies to all the properties and shares in the qualifying
partnerships (sociétés de personnes) subject to Article 8 of the FTC (see Section 3.2 for the consequences
of the option).

In the event that income and gains deriving from directly held properties located abroad would not be
exclusively taxable in the foreign jurisdiction where the property is located (under provisions of the
applicable tax treaty), the SIIC election would apply to such properties. However, these properties, upon
specific election, can definitely be excluded from the SIIC regime, either (i) on the date of the election for
the SIIC regime or (ii) on the date of their acquisition, if later. In this case, the profits deriving from these
excluded properties will then be treated as part of the SIIC taxable sector.

The revenues deriving from properties located abroad and exclusively taxable in the foreign jurisdiction
where they are located (under provisions of the applicable tax treaty) do not benefit from the SIIC regime
in France since such revenues are not liable to CIT in France.

EPRA 0 mazars

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025

FRANCE - SIIC

2.2

2.3

Legal form/minimum share capital

Legal form Minimum share capital

- Joint-stock company and simplified stock company EUR 15 million (except for subsidiaries of a listed parent
- Partnership limited by shares company opting for the SIIC regime)
Legal form

The parent company opting for the SIIC regime must be a corporation (Société Anonyme) or any other
company whose capital is divided into stocks (actions) that can be listed (e.q., Société en Commandite par
Actions). The SIIC regime does not require that the parent company be incorporated under French law

or be tax-resident in France. Indeed, the parent company can be a foreign company whose running and
functioning rules are similar to the French SIIC regime.

Foreign companies that are listed on an EU-requlated stock exchange (or in any stock exchange
functioning under the same rules as EU-requlated stock exchanges) and that comply with other SIIC
conditions may elect for the SIIC regime as a parent company with respect to their French direct or
indirect qualifying operations. In order to be eligible for the SIIC regime, the French tax authorities require
that the foreign company has a permanent establishment (PE) in France and is subject to French CIT. The
foreign company’s French assets and shares of qualifying French subsidiaries are booked as assets of the
PE for French tax purposes.

In order to qualify for the SIIC regime, the subsidiary company must (i) be subject to French CIT, either
due to its legal form or pursuant to a tax election; (ii) be at least 95% directly or indirectly held by one or
several listed SIIC parent companies having validly elected for the SIIC regime during the entire tax year
in which the SIIC regime was applied for or together by one or several SIIC and one or several SPPICAV (or
foreign companies subject to a similar tax regime); and (iii) have a SIIC activity (see Section 2.4).

Minimum share capital

The share capital of the listed parent company must amount to at least EUR 15 million. This condition is not
applicable to the subsidiaries of a listed parent company or of one or several SPPICAV (or foreign companies
subject to a similar tax regime) that opt for the SIIC regime under the conditions exposed above.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Shareholders must not hold more than 60% of share capital or voting rights except Yes
for subsidiaries of a SIIC parent company

- At the time of the election, 15% of the share capital and voting rights must be held by
shareholders, who individually own fewer than 2%

Shareholder requirements

A single shareholder (other than a SIIC parent company, or a SPPICAV for SIIC being eligible as SPPICAV
subsidiaries) or a group of shareholders acting jointly (agissant de concert) pursuant to Article L. 233-10 of

the French Commercial Code (i.e., persons who have entered into an agreement in order to buy or sell voting
rights, or to exercise voting rights aiming to implement a policy in relation to a company) must not hold, either
directly or indirectly, more than 60% of the share capital or voting rights of the SIIC parent company. This ‘60%
shareholders test must be met on a continuous basis (temporary breaches resulting from takeovers, exchange
offers, mergers or conversions or redemptions of bonds into shares are allowed subject to conditions).
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Failure of this test leads to the suspension of the SIIC regime. If the 60% condition is fulfilled again before the
end of the tax year, the SIIC regime can apply again from the opening of the next tax year, and the suspension
of the regime consists of cessation of business (see Section 3.2). In addition, a permanent failure to this test
(including after the closing of the tax year) leads to the exit of the SIIC regime (see Section 2.7 in the case of
breach of the SIIC regime conditions).

However, the ‘60 % shareholders test’ does not apply to the portion of the SIIC’s share capital owned by (i)
another French SIIC or (ii) a foreign company whose functioning and tax regime are similar to French SIICs’
regime, provided that such companies are not acting jointly.

At least 15% of the listed parent company’s share capital and voting rights must be held by shareholders who
individually own, directly or indirectly, less than 2% of such share capital and voting rights. This condition aims
to ensure a minimum level of the free float before the company can elect for the SIIC regime. It only has to be
met on the first day of the first year of application of the SIIC regime (and no longer after that date).

Listing requirements

The parent company must be listed on an EU or EEA-regulated stock exchange. It can also be listed on
any stock exchange under the condition the functioning rules of this stock exchange are the same as the
EU and EEA’s (European Directive 2004/39/CE).

Asset level/activity test

Restrictions on activities/investments

- Principal activity restricted to property acquisition and/or construction with the aim of renting out the property
as well as direct or indirect portfolio investments in partnerships (sociétés de personnes) or other companies
liable to CIT, having business activities and corporate purposes similar to the SIIC’s ones

- Norequired asset level

- Ancillary activities must not exceed 20% of the SIIC’s assets’ gross book value

In order to be eligible for the SIIC regime, the principal activity of the company must be restricted to
property acquisition and/or construction with the aim of renting out the property as well as direct or
indirect portfolio investments in partnerships (sociétés de personnes) or other companies liable to CIT,
having business activities and purposes similar to the SIIC’s ones. The eligible rental activities are those
realised for residential, commercial or industrial purposes. Such activities can be either carried out in
France or abroad and will only benefit from the SIIC regime under the condition they are, in principle,
taxable in France (see Section 2.1).

The listed parent company and its subsidiaries may also engage in activities other than just passive
investments. However, these activities must remain ancillary to the principal qualifying activity. Income
derived from these activities is fully taxable under ordinary CIT rules. Qualifying ancillary activities are
most notably comprised of the following:

* The financial leasing of properties (crédit-bail immobilier) provided that the net book value of the
outstanding portfolio of the properties does not exceed 50% of the total gross asset value of the
company. This applies to entities that are lessors; and

e Otheractivities such as real estate development or real estate brokerage, provided that the gross
book value of the relevant assets does not exceed 20% of the total gross asset value of the company.
For the purpose of this 20% test, the value of properties subject to financial leasing is disregarded. If
these qualifying ancillary activities are performed through subsidiaries, then only the book value of the
participation and current account receivables would be considered for the purpose of the 20% test.

®

BACK
T0
TOP

EPRA e mazars

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 FRANCE - SIIC

Each of these two ratios must be met for each tax year covered by the option for the SIIC regime at the @
end of the sixth month following the opening and at the closing date of the tax year. Thus, in the situation BACK
where the tax year corresponds to the civil year, these ratios must be respected both at the June 30 and Top

December 31 dates.

Please note that before the modification of the French administrative guidelines in July 2020, the 20%
ancillary activity test was to be met throughout the year, which implied that particular attention to the
ratio was to be given notably in the case of a sale of an asset. The modification exposed allows more
flexibility to the SIIC in the management of their assets.

If the SIIC parent company or subsidiary entered into a financial lease for a building as a lessee that is
sub-let to tenants, this activity is considered an eligible activity no matter if the SIIC entered into the
financial lease before or after January 1, 2005. Nevertheless, only revenues deriving from financial leasing
agreements entered into after January 1, 2005, benefit from the CIT exemption (i.e. are eligible for the
SIIC regime).

The exploitation of a parking lot qualifies as an eligible activity only when the parking lot is ancillary to an
eligible real estate rental activity.

The SIIC regime is also applicable with respect to assets over which the listed parent company and
elected subsidiaries enjoy a usufruct right or that they leased under certain long-term leases (baux
emphytéotiques) or building leases (baux a construction).

* The qualifying activity may be conducted outside of France, either directly or through subsidiaries.

e The listed parent company’s subsidiaries electing for the SIIC regime must have the same corporate
purposes as SlICs.

The SIIC regime may also apply to the listed parent company’s shares in a partnership if such partnership
has a corporate purpose identical to the SIICs. There is no percentage participation requirement with
respect to partnerships that engage in qualifying activities.

Itis possible to create joint ventures between two SIIC groups. Indeed, as mentioned above, a subsidiary
subject to CIT may elect for the SIIC regime when at least 95% is held by one or several listed companies
that have themselves elected for the SIIC regime.

2.5 Leverage

Leverage

Several French tax rules limit the deduction of financial expenses (e.g. maximum deductible tax rate, anti-hybrid
mechanism amended as of 2020, new thin capitalisation and general interest deduction limitation since the 2019
Finance Act)

The French SIIC regime does not provide for specific leverage restrictions. However, several French
interest deduction limitation rules apply to companies that have elected for the SIIC regime, affecting
their tax-exempt income, which is subject to profit distribution obligations (see Section 2.6).

First of all, the deduction of interest paid to a shareholder is limited to a rate not exceeding the annual
average rate of interest charged by financial institutions on variable interest rate loans to enterprises
with a duration exceeding two years (Article 39, 1-3° and 212 (1) of the FTC). The maximum tax rate is
determined by the Central Bank of France and published every trimester in the Official Journal (for
companies having a tax year corresponding to the civil year, the rate was 5.75% for 2024). This limitation
applies to all shareholders. Related entities (under the definition of Article 39, 12° of the FTC) may deduct
higher interest paid provided that (i) it corresponds to the rate that the company could obtain from an
independent financial institution under similar circumstances and (ii) it is duly documented.
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In this framework, the proof of the arm’s length character of the practised rate if higher than the maximum @
rate of the year can be provided by any means. Even if the FTA consider the only documentation to be BACK
accepted is an offer from an independent financial institute for a similar loan (notably in terms of the Top
amount of capital, duration and interest) and of the same date the intragroup loan was settled, the French
Administrative Supreme Court (Conseil d’Etat) has confirmed the proof of the arm’s length character can

be provided by any means, notably by reference to the bond market (CE, opinion, July 10, 2019, n® 429426,

SAS Wheelabrator Group). In this respect, it is possible to use a public rating software to analyse the

credit rating of a borrower company (CE, December 11, 2020, n°433723, Sté BSA; CE, December 22, 2022,

n°446669, Sté SAS Willink, CE, April 5, 2024, n°471139).

After specifying that the market rate is assessed in the light of the company’s own characteristics and not
those of the group to which it belongs (CE, March 18, 2019, n° 411189, Sté Siblu), the French Administrative
Supreme Court has considered that the assessment of the risk profile of the borrowing company can be
carried out considering the consolidated economic and financial situation of this borrowing company and
its subsidiaries. As a matter of fact, the economic and financial situation of the subsidiaries influences the
risk profile of their parent company, as their solidity may contribute to improving it and their fragility to
deteriorating it (CE, December 29, 2021, n°441357, Sté Apex Tool Group). However, it should be noted that
this reasoning only applies in this context. It does not apply in the opposite case, i.e. when the subsidiary,
and not the parent company, is the borrower. Indeed, in a recent decision, the French Administrative
Supreme Court has specified that the borrower’s parent’s own data is not relevant to the assessment of
this risk profile in this situation (CE, September 20, 2022, n°455651, Sté HCL Maitre Pierre).

For the computation of the taxable result of tax years closed in 2019, a specific anti-hybrid financing
provision applies to loans granted by related entities of the borrowing company (former Article 212 (1)(b)
of the FTC). Under this provision, a French borrower is not allowed to deduct the interest when the lender
is not liable for the interest income to a CIT equal to at least 25% of the ordinary French CIT.

For tax years opened from January 1, 2020, the aforementioned disposal has been suppressed and
replaced by a new anti-hybrid mechanism in order to comply with ATAD | and ATAD Il Directives. This new
disposal isin particular applicable where:

e Payment under a financial instrument giving rise to a deductible expense in the residence country
of the payor without inclusion in the taxable income in the residence country of the beneficiary,
where the mismatch outcome is attributable to the differences in the tax characterisation of the
instrument or the underlying payment. This situation is qualified when the mismatch is due to a
different characterisation of the instrument, a difference in allocation of the payment between the
two countries, the difference of qualification of a permanent establishment (or in the attribution or
qualification of a payment to a permanent establishment);

* Thereisadouble deduction resulting from a payment given due to the double attribution of an
expense, permanent establishment mismatch or double residency qualification; or

e Thetransfer of a hybrid instrument mismatch generates a tax credit in two (or more) countries with
the application of only one withholding tax.

In this context, it results from the French administrative guidelines that the absence of taxation in the
beneficiary’s State because of his tax status does not in itself justify the application of the scheme (BOI-
IS-BASE-80-20-10-15/12/2021, n°40). Therefore, income received by an SIIC should not de facto lead to
the rejection of the corresponding expense deduction in the State of residence of the debtor on the sole
ground that the SIIC is exempted from CIT on all or part of its income.

In the application of the Finance Act for 2018 modified by the Finance Act for 2020, the ordinary French
CIT is reduced to 25% as of 2022. The French CIT rate is 25% for the last three years (25,83% with social
contribution).
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In addition, a reform of the rules on the deductibility of financial expenses has been settled by the Finance @
Act for 2019. From a general standpoint, the former thin capitalisation rules and the general interest BACK
deduction limitation on the net financial expense have been merged into one scheme provided for in Top

Article 212 bis of the FTC.

Pursuant to this new scheme, the companies subject to CIT shall limit the deduction of their net financial
expenses at the highest amount of EUR 3 million and 30% of their EBITDA retreated (Tax EBITDA)
(standard threshold) or at the highest amount of EUR 1 million and 10% of the Tax EBITDA if they are
thin-capitalised (limited thresholds). The financial expenses added back to their taxable result can,
nevertheless, be carried over to the following tax years.

In this framework, the financial expenses (after the application of the mechanism of the limitation of
financial expenses rate, Article 212 () of the FTC) and financial products mean interest on all forms of debt
to interest on any form of debt (i.e., financial interest related to sums of money left or put at the disposal
of the company or by the company). This includes notably payments under profit-participating loans,
alternative financing arrangements, notional interest amounts under derivative instruments or hedging
arrangements, financial leases, etc.

A company should be considered in a thin capitalisation position when its total debt towards related
entities exceeds one and a half of its equity (fonds propres) (so-called ‘debt ratio’). Nevertheless, a safe
harbour clause shall apply in such a case. Indeed, a company for which the amount of debts exceeds 1.5
times the amount of equity (fonds propres) is not in a situation of thin capitalisation if it can prove that its
debt ratio at its stand-alone level is lower than the same ratio determined at the level of the consolidated
group to which it belongs. In this respect, the company’s debt ratio will be considered equal to that of the
consolidated group if its ratio is higher than that of the group by a maximum of 2%.

For the application of this safe harbour clause, the perimeter of the consolidated group and the ratio
should be determined from the data published in accordance with the French standards relating to

the preparation of annual and consolidated accounts (French GAAP) or other international accounting
standards adopted in the European Union (IFRS). Therefore, it results that only companies which
published consolidated accounts can benefit from the safe harbour clause and that only fully consolidated
companies (global integration) must be included in the consolidated group.

For the application of this scheme, the French administrative guidelines have made important reference
to the accounting rules for the definition of the equity (fonds propres) or the perimeter of the consolidated
group (by reference to the global integration under the accounting definition).

Provided the company is not in a thin-capitalisation position, when the net financial expenses are lower than EUR
3 million or 30% of its tax EBITDA, no limitation of deduction will be applied according to the new mechanism.

In this situation, the text allows for the possibility to carry forward and, over a period of five tax years,
the deduction capacity unused of the tax year in the application of the standard thresholds. This capacity
corresponds to the spread between (i) the maximum between EUR 3 million and 30% of the tax EBITDA
and (ii) the net financial expenses of the tax year.

Companies member of a consolidated accounting group and not in a thin capitalisation position can
benefit from an additional deduction of 75% of the net financial expenses exceeding the standard
thresholds, provided that the ‘equity-to-asset ratio’ of the company (i.e. the ratio between its equity and
total assets, based on either the closing or opening balance sheet data for the tax year) is at least equal to,
oris not lower by more than 2% of the same ratio determined at the level of the consolidated group.

For SIICs, neither the ‘equity-to-asset ratio’ of the company itself nor that of the consolidated

group to which it belongs should be adjusted for amounts relating to activities that are tax-exempt.
Consequently, the financial autonomy ratios of the company and of the consolidated group must be
determined respectively from data for the company as a whole and for the whole group’s activity (BOI-IS-
BASE-35-40-10-20-13/05/2020, n°280).
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A thin-capitalised company must determine two bases of net financial expenses, each subject to its own
rules of deduction:

e Thefirst base corresponds to the portion of interest on (i) debts towards unrelated parties and (ii)
towards related entities which do not exceed 1.5 times the equity (fonds propres);

« The second base corresponds to the portion of interest for the debts towards related entities
exceeding 1.5 times the equity (fonds propres).

As regards the first base of financial expenses, the portion of financial expenses will be deductible on a
prorated basis of EUR 3 million or 30% of the tax EBITDA (standard thresholds). As regards the second
base, the portion of financial expenses will be deductible on a prorated basis of EUR 1 million or 10% of the
tax EBITDA (limited thresholds).

In addition, a deferral mechanism of added-back financial expenses and a carry forward of unused
deduction capacity are included in the new mechanism.

Regarding the SIIC, the French administrative guidelines provide that the net financial expense
deductibility limitation is only applicable to the taxable sector result of a SIIC subject to CIT. This
means that, contrary to the former thin-capitalisation rules, the new scheme is not applicable to

the tax-exempt result of a SIIC subject to distribution obligations. Therefore, no add-back shall be
realised in the tax-exempt result subject to distribution obligations (the ratio used for the split of the
financial expenses between the tax-exempt result subject to distribution obligations and the one of
the taxable sector is not applicable to the portion of interest added back under this scheme) (BOI-IS-
BASE-35-40-10-10-15/12/2021, n°10).

Profit distribution obligations

Operative income Capital gains Dividends Timing

95% of tax-exempt profits 70% of capital gains 100% of dividends See below

Operative income

At least 95% of the tax-exempt profits realised during tax years closed as of December 31, 2013, derived
from qualifying leasing activities (including profits realised by directly owned partnerships or pass-through

entities), must be distributed before the end of the tax year following the year in which they are generated.

Capital gains

At least 70% of the capital gains realised during tax years closed as of December 31, 2018, resulting from
the sale of (i) rights relating to leasing contracts regarding real estate assets, (ii) properties (including
the sale of properties by directly held partnerships or pass-through entities), (iii) shares of qualifying
partnerships or (iv) shares of corporate subsidiaries that have elected for the SIIC regime (including the
sale of shares by a directly held partnership or a pass-through entity) must be distributed before the end
of the second tax year following the year in which they have been realised.

Before the 2019 Finance Act was introduced into French law, the required ratio was 60%. These rules
apply to financial years ending on or after December 31, 2018. As a result, capital gains on disposals made
during financial years ended prior to this date remain subject to the obligation to the 60% distribution
requirement, even if the distribution has not yet been made as of December 31, 2018.
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Dividends @

BACK

100% of the dividends received from the SIIC’s subsidiaries that have elected for the SIIC regime must be rop
distributed before the end of the tax year in which they are levied by the SIIC parent company.

Incomes arising from partnerships

Incomes arising from partnerships are deemed to be directly realised by the parent SIIC company and
benefit from the tax exemption under the same distribution obligations. Thus, these incomes are spread
between (i) qualifying rental activities, (ii) the sale of properties previously used for qualifying activities
and (iii) dividends received from subsidiaries that have elected for the SIIC regime. Distribution obligations
are then determined for each type of activity by applying the corresponding rate.

Limitation and capping of the distribution obligations

A SIIC’s total distribution obligations for a tax year (i.e. the sum of the distribution obligations of the three
tax-exempt sectors) are limited to the company’s total tax result for this tax year which is eligible for the
tax exemption. The surplus distribution obligations do not have to be distributed. Even if the domestic tax
law and administrative guidelines are not clear on whether the distribution obligations exceeding this first
limitation must be carried forward or not for the computation of the future distribution obligations of the
SIIC, it results from the examples given in the administrative guidelines that the surplus on the taxable
result is not subject to carry forward (BOI-IS-CHAMP-30-20-40-03/03/2021,n°50, example 2).

Moreover, the SIIC’s distribution obligations for a tax year are capped at the tax year’s accounting result
(i) decreased by previous accounting losses and the sums allocated to the legal reserve and (ii) increased
by the retained earnings. When the total distribution obligations exceed this retreated accounting result,
the surplus is deferred on the first following profitable year and the following ones. In any case, please
note that the deferred distribution obligations must only be distributed if this is possible under the
application of the aforementioned limitation and capping to the distribution obligations of the following
years (including the deferred amounts).

Capital gain for cancellation of stocks in the framework of a merger between SIICs

The special merger regime (art. 210 A of the FTC, i.e. tax regime entailing notably the tax deferral of

the merger capital gains) applies to the restructuring operations between entities benefitting from the
SIIC regime (either between the parent company and its subsidiaries having opted for the SIIC regime or
between such subsidiaries).

The benefit of this regime is notably subject to the condition that the receiving company commits, in the
deed of contribution, to realise the distribution obligations determined at the level of the transferring
entity and not met at the date of the operation.

In addition, the capital gain arising from the cancellation of shares held in the absorbed company is
exempted from CIT, provided the capital gain is distributed for 70% of its amount before the end of the
second tax year following its realisation. Before 2021, this distribution obligation corresponded to 60%
of the capital gain. In any case, the capital gains realised during previous tax years remain subject to the
60% distribution obligation.
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2.7 Sanctions in case of breach of the SIIC regime conditions @

TOP
Penalties/loss of status rules

- Tax exemption of profits and gains is denied for the tax year in which the distribution shortfall appears or when
the exit of the SIIC regime occurs

- Inthe case that the SIIC leaves the status within ten years following the SIIC election, unrealised capital
gains subject to the exit tax upon the election for the SIIC status are subject to CIT at the standard rate (after
deduction of the 16.5% or 19% exit tax paid at the time of the election for the SIIC regime) and unrealised capital
gains accrued during the period of the SIIC election must be taxed at a 25% tax rate

Sanctions in the case of distribution obligations shortfall

If a SIIC company does not meet its distribution obligations, profits and gains exemptions are denied for
the tax year in which the distribution shortfall appears.

Moreover, in case the FTA were to conduct a tax audit and reassess the tax-exempt profits or gains, the
reassessment would be fully taxable because it would not have been distributed in due time. However,
the reassessment amount should not be considered taxable for the portion already covered by previous
distributions more than the minimum distribution obligations. In any case, such reassessment would not
qguestion the benefit of the tax exemption regime for the corresponding year.

Sanctions in the case of a breach of the eligibility conditions

The exit from the SIIC regime occurs if the following conditions are no longer met:

e (i) minimum capital share, (ii) market listing, (iii) corporate purpose condition during the ten years
following the option conditions; and

e 60% cap of majority ownership condition.
Such exit also triggers the exit of the SIIC Parent Company’s subsidiaries.

If the listed parent company no longer fulfils the conditions for the SIIC regime within ten years following
the SIIC election, then:

* Thedistributable income previously exempted from corporate income and existing at the date of the
exit is subject to CIT under the general conditions and the standard rate;

* Unrealised capital gains on its real estate assets that had been subject to CIT at the reduced ‘exit tax’
rate (19% since 2009, 16.5% before - see Section 3.2) at the time of entry into the SIIC regime become
subject to CIT at the standard rate applicable during the year of the exit (see Section 2.5 for detailed
standard CIT rates), after deduction of the 19% (or 16.5%) exit tax paid at the time of entry into the SIIC
regime; and

* Unrealised capital gains accrued during the period of the SIIC election on the real estate assets are
taxed at a special rate of 25% (subject to a rebate of 10% per civil year passed since the election for
the SIIC regime).

If the listed parent company no longer fulfils the conditions for the SIIC regime more than ten years after
the SIIC election, the exit of the SIIC regime should take effect from the opening of the tax year during
which the exiting event occurred and does not impact the benefit from the SIIC regime for the previous
years (e.g. the exit does not entail additional CIT charge on the SIIC revenues exempted from CIT during
the application of the SIIC regime).

Should one of the qualifying subsidiaries that elected for the SIIC regime no longer fulfil the conditions,
it would lose the benefit of the leasing profits and gains exemption as of the beginning of the tax year
in which the loss of status takes place, regardless of whether such exit happens during the ten years
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following the date of election or later. This could occur if, for example, more than 5% of its capital shares @

are sold to an unrelated entity that is not a SIIC parent company. BACK

TOP
A specific mechanism applies when a SIIC does not meet the 60% shareholder test for a limited period of
time (when that period is exceeded, then the SIIC definitively exits the regime).

In the case of a merger of one SIIC with another, the special merger regime remains valid insofar as

the distribution conditions are executed by the absorbing company (see above 2.6 Profit distribution
obligations). In the case of acquisition, the target SIIC parent, which becomes a subsidiary as a result of
that acquisition, must remain subject to the SIIC regime (as a subsidiary) for the remainder of the ten-year
period from its own election as SIIC parent.

3 Tax treatment at the level of the REIT

3.1 Corporate income tax (CIT)

Election Current income Capital gains Withholding tax
Cessation of Eligible incomeis Eligible capital - In principle, domestic sourced income is
business (see: 3.2) tax-exempt gains are tax- not subject to withholding tax

exempt - Thetaxes withheld on foreign-sourced

income could be credited if a double tax
treaty allows

Current income

The listed parent company and its qualifying corporate subsidiaries that have been elected for the SIIC
regime are, in principle, subject to French CIT.

However, the following income is fully exempt from CIT, provided that the distribution requirements are met:

* Income realised directly or through qualifying partnerships from qualifying leasing activities. The
exemption regime is applicable to financial lease contracts (i) entered into force after January 1, 2005,
when the SIIC company is the lessee, (ii) to sublease agreements regardless of the date of conclusion
of the initial financial lease and (iii) to certain long-term leases (baux emphytéotiques) or building
leases (baux & construction);

» Dividends received from qualifying subsidiaries that have elected for the SIIC regime and paid out of
the tax-exempt income of such subsidiary; and

* Thelisted parent company may also benefit from the dividend exemption in respect of Dividends
received from (i) another SIIC, (ii) a SPPICAV or (iii) a foreign REIT, provided the listed parent company
holds at least 5% of the distributing entity’s capital shares and voting rights for at least two years.

Capital gains

Capital gains arising from the sale or disposal of properties used for qualifying leasing activities, from the
disposal of a participation in qualifying partnerships or other pass-through entities, or from the disposal of a
participation in qualifying corporate subsidiaries that have elected for the SIIC regime are fully tax-exempt.

However, the French administrative supreme court has ruled that, in the situation where a sale of asset
eligible to the tax exemption (subject to an obligation of the distribution) is realised at a reduced price,
the potential tax addback corresponding to the price reduction as a result of a tax audit is considered as
a donation taxable at the standard CIT rate and not subject to any distribution obligation (CE, October 15,
2020, n° 425150, Sté Kerry; Paris Administrative Court, July 13, 2022, n® 20PA03017, Sté Kerry).
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Capital gains are only considered tax-exempt if the acquirer is not related to the seller (under the definition @
of a related entity given by Article 39,12 of the FTC). Two companies are considered to be related to each BACK
other if one of the two directly or indirectly holds the majority of the capital shares of the other (or has de Top

facto control) or if both companies are directly or indirectly under the control of the same company.

The straight sales of properties among members of the same SIIC group or between members of a SIIC
group and a SPPICAV may, however, benefit from an exemption under certain conditions (with a rollover of
the tax basis). In this respect, the tax treatment of the capital gain allocated to buildings will differ from the
one allocated to land:

e Non-depreciable assets (e.g. land): for tax purposes, the acquirer takes over the sellers’ basis. Capital
gain upon a subsequent sale would, therefore, for tax purposes, be computed from this rolled-over tax
basis, which will increase the 70% distribution obligation; and

e Depreciable assets (e.g. construction): for tax purposes, the acquirer has a stepped-up tax basis.
However, the gain recognised in the transaction must be recaptured in the tax-exempt rental income
(over 15 years generally, or over the residual useful life if construction represents more than 90%
of the value of the depreciable assets). This recapture increases the exempt income and, therefore,
the amount of the compulsory 95% distribution, which in practice offsets the increased depreciation
allowances (which themselves reduce the exempt income and the distribution obligations).

Incomes arising from partnerships

Income arising from partnerships is deemed to be directly realised by the parent SIIC company and
benefits from the tax exemption under the same distribution obligations. Thus, these results should be
spread between the different revenue categories of the SIIC parent company for the computation of the
distribution obligations.

Withholding tax

If a French-listed company or a subsidiary receives foreign source income that is subject to French CIT,
the tax withheld could be credited if the applicable double tax treaty allows for it. There is no actual cash
refund for foreign tax withheld. In principle, outbound dividends paid by a SIIC to French tax residents are
not subject to a withholding tax.

Accounting rules

The French Accounting Regulatory Committee (Comité de la Réglementation Comptable) adopted a
Resolution on December 12,2002 (Regulation CRC, December 12, 2002, n°2002-10) that devoted a large
section of IFRS relating to depreciation and impairment of assets under French GAAP. French companies are
required to prepare financial statements in accordance with these rules from January 1, 2005. Accordingly,
French SIICs are also subject to the French GAAP rules regarding depreciation and property impairment.

3.2 Transition requlations for CIT purposes

Conversion into REIT status

- Exit tax payment
- Tax losses carried forward are deductible from the exit tax basis within certain limits
- Remaining losses are cancelled

As aresult of the SIIC election, the listed parent company and its electing subsidiaries are subject to a
cessation of activity and a change of tax regime. Under ordinary tax rules, this would, in principle, trigger
immediate taxation of deferred profits and unrealised capital gains. Upon the transition, the following tax
rules apply:
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The election for the SIIC regime triggers liability for an exit tax at a rate of 19% (16.5% before 2009) @
on unrealised capital gains on real estate assets and on interest in qualifying real estate partnerships BACK
owned by the listed parent company and its corporate subsidiaries electing for the SIIC regime. This ToP

exit tax is payable in four instalments (every December 15 for the first four years after the election).
Conversely, there is no taxation of the unrealised capital gains on participation held in qualifying
corporate subsidiaries. However, there is a rollover of tax basis on these gains;

The unrealised capital gains on other assets are tax-exempt when attributed to an ancillary activity but
subject to a rollover tax basis; and

Prior tax losses, if any, may be offset against such cease of activity result, but the surplus cannot be
used in the future (i.e. cannot be offset against the taxable or non-taxable result of the SIIC and will not
be available in the situation of an exit of the SIIC regime).

The SIIC regime election does not trigger any taxation at the shareholder level.

3.3 Other tax costs

Other tax costs

- VAT and/or registration duties
- Notary and land security fees

NB: The rules described below are not SIIC-specific.

The French tax costs arising from property acquisition are:

Depending on the nature of the property, either (i) a 20% VAT plus a 0.715% reduced registration

duty for real estate completed or renovated less than five years before the transfer date or (ii) VAT
exemption (unless VAT option) and registration duties at the standard 5.8% rate (5.09% in a few
locations) for real estate completed or renovated more than five years before the transfer date, plus an
additional tax on registration duties of 0.60% in the case of a transfer of office premises, commercial
premises or warehouses located in the Ile-de-France region;

Land security fee amounting to 0.1% of the purchase price of the property; and

Notary fees equal to 0.799% of the property purchase price.

Property acquisition is either subject to VAT or registration duties in France:

Pursuant to Article 257 of the FTC, the standard French VAT of 20% applies on the stipulated price (or
current value if greater) to transfers of real estate that have been completed or renovated less than five
years before the considered sale. In such a case, the 0.715% reduced registration duty rate applies;

Sales of other real estate (built or renovated more than five years before the sale date) are exempt from
French VAT (unless VAT option) and subject to French registration duties at a rate of 5.8% (5.09% in a
few locations), plus an additional tax of 0.60% in the case of a transfer of office premises, commercial
premises or warehouses located in the Ile-de-France region;

Sales of building lands are subject to 20% VAT on (i) the stipulated price or (ii) the seller’s margin,
depending on whether the seller deducted the VAT burden on his acquisition or not. These sales are
subject to French registration duties at the 5.8% rate when VAT applies to the seller’s margin and
0.715% rate when VAT applies to the stipulated price; and

Sales of other lands are exempted from VAT (with the possibility for the seller to opt for the VAT as
regards the sale of the land) and subject to 5.8% registration duties.
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Furthermore, deeds of transfer of real estate assets in which the purchaser undertakes to resell within five
years and to build within four years are subject to registration duties at the reduced rate of 0.715% and a
fixed duty of EUR 125, respectively.

The acquisition of shares or interest in French real estate subsidiaries or partnerships (sociétés a
prépondérance immobiliere) is subject to registration duties at the rate of 5% calculated on the sale price
of the transferred shares or interest.

Tax treatment at the shareholder level

Domestic shareholders

Corporate shareholder Individual shareholder Withholding tax
- Dividends and capital gains are - Dividends and capital gains are subject A specific 15%
taxed at the standard CIT rate (for to French income tax, as of January 1, withholding tax may
2023:25%, or 25.83% with social 2018, through a flat withholding tax of apply as regards
contribution) 30% (12.8% + 17.2% social contributions) | dividends paid out of
- Capital repayment is normally tax-free ' - Capital repayment is normally tax-free the tax-exempt income
by the SIIC parent
company

Corporate shareholders

The tax treatment of French corporate shareholders receiving dividends from a SIIC differs depending on
whether the dividends are paid out of taxable or tax-exempt income and gains.

Dividends paid out of the tax-exempt income and gains are fully subject to French CIT at the standard rate
(for 2025: 25%, or 25.83% with social contribution).' They are not eligible for an exemption pursuant to
the domestic parent-subsidiary regime.

Capital repayment is normally tax-free. Any reduction of share capital or distribution of share premium
will be treated as a tax-free repayment only to the extent that all reserves or retained earnings of the
distributing company have already been distributed. The latter condition does not apply in the case of a
share redemption.

Capital gains earned on the sale of the listed parent company shares are, in principle, subject to CIT at the
standard rate (for 2025: 25%, or 25.83% with social contribution).

The rate could be reduced to 19% (or an effective tax rate of 19.63% with social contribution) pursuant
to the long-term capital gain tax regime if the shares have been held for at least two years and can be
considered qualified participation (e.q. treated as participating shares for accounting purposes, which is
presumed in the case of detention exceeding 10% of the share capital).

Individual shareholders

Finance Act for 2018 (of December 30, 2017) introduced a flat tax as regards dividends paid to individual
shareholders from January 1, 2018, at a global rate of 30% (i.e. a flat-rate tax of 12.8% increased by
social contributions of 17.2%) (Article 200 A of the FTC). In practice, the 12,8% flat rate is treated as a
withholding tax.

1 By exception, public institutions, associations and non-profit organisations are subject to CIT at the rate of 15% on dividends from
SIICs and their elected subsidiaries paid out of exempted profits.

®
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However, individual shareholders can opt for the former taxation regime (i.e. the progressive personal @
income tax rates (up to 45%) and the social contributions at a total rate of 17.2%. In such a case, dividends BACK
paid out of the tax-exempt income and gains are subject to the income tax on their total amount and Top
dividends paid out of the taxable income and gains are taxed on the basis of 60% of their amount (after

application of a 40% base deduction).

French individuals deriving capital gains from the sale of SIIC shares are also subject to the 30% flat tax
and can be subject, under election, to the progressive personal income tax rates (up to 45%) and the
social contribution at the rate of 17.2% for shares acquired before January 1, 2018. If such an election is
made, the capital gains may benefit from a tax-based deduction mechanism for the holding period after
a two-year holding period. This deduction applies only to sales of shares acquired before January 1, 2018,
and amounts to 50% for securities held less than eight years and to 65% for securities held at least eight
years. In addition, the tax base deduction can be increased up to 85% for shares in SMEs less than ten
years old.

As for corporate shareholders, a capital repayment distribution is normally tax-free. However, any
reduction of share capital or distribution of share premium will be treated as a tax-free capital repayment
only to the extent that all reserves or profits of the distributing company have already been distributed.
The latter condition is not applicable to share redemption.

Withholding tax

In principle, dividends distributed between French tax residents are not subject to a withholding tax.
However, a specific 15% withholding tax applies on dividends paid out of the tax-exempt revenues by the
French SIIC parent company or its French subsidiaries that have elected for the SIIC regime, pursuant

to their distribution obligations to the following French collective investment vehicles (organismes de
placement collectif):

e UCITS (OPCVM), real estate collective investment schemes (organismes de placement collectif
immobilier) and closed-end investment companies (sociétés d’investissement a capital fixe); or

e Foreign collective investment vehicles fulfilling the conditions to benefit from the general exemption of
withholding tax on dividends (see Section 4.2).

Consequently, this withholding tax is applicable in the context of cross-border dividend payments as well as in a
domestic French context (article 119 bis, 2 of the FTC).

However, this withholding tax does not apply to dividend distributions paid out of tax-exempt revenues by
French subsidiaries of SPPICAVs or joint French subsidiaries of SPPICAVs and SIIC parent companies, having
elected the SIIC regime to their French SPPICAV parent company.

Moreover, another 20% withholding tax applies on the dividends paid out of exempt products to French and
foreign legal entities that (i) hold directly or indirectly at least 10% of the distributing company and (ii) are not
subject to CIT (or an equivalent tax) on the dividends received. Nevertheless, such withholding is not due if
the beneficial owner of the distribution (i) is a company subject to a distribution obligation for the full amount
of the dividends received and (ii) whose shareholders holding, directly or indirectly, at least 10% of its share
capital are subject to CIT (or an equivalent tax) on the distributions they receive (BOI-IS-CHAMP-30-20-40,
03/03/2021,n°150).

In this context, the income received is not considered to be subject to CIT or an equivalent tax when exempted
or subject to a tax which is less than two-thirds of the amount of CIT which would have been due under ordinary
law conditions in France.

This withholding tax is not in lieu of corporate or personal income tax and may neither be offset nor refunded.
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4.2 Foreign corporate shareholders

Withholding tax on dividends Withholding tax on capital gains
- Standard CIT rate (25%) or reduced treaty WHT rate - CIT at the standard rate (25%) or reduced rate (19%)
- EU Parent-Subsidiary Directive is not applicable to for large investors

dividends paid out of tax-exempt revenues

Dividends

Under domestic law, dividends distributed by a French parent company or a qualifying subsidiary having
elected for the SIIC regime to non-resident shareholders are subject to a withholding tax corresponding
to the standard CIT rate (25% as of 2022). If the shareholders are residents of a treaty country, they may,
however, benefit from an exemption or a reduced withholding tax rate which is generally equal to 15%, and
such withholding tax is often creditable against the CIT liability in their home jurisdiction.

However, the latest tax treaties concluded by France provide for specific provisions relating to
distributions by REITs, as advised by the OECD in the report Tax treaties issues related to REITs dated
October 30, 2007, included in the 2008 update of the model tax convention.

According to these provisions, the tax treaty reduced rates of withholding tax do not apply to dividends
paid out of income or gains derived from immovable property by an investment vehicle:

e That distributes most of its income annually;
*  Whose income and gains from such immovable property are exempted from tax; and

e Where the beneficial owner of these dividends holds, directly or indirectly, 10% or more of the capital of
the vehicle paying dividends.

In such a case, the dividends may be taxed at the 25% rate provided for in domestic law. The 15% tax
treaty withholding tax rate is therefore applicable only for companies qualifying as small investors (i.e.
when the beneficial owner holds less than 10% of the share capital of the REIT.

For example, France has included this provision in the tax treaties recently concluded (among others) with the
United Kingdom (tax treaty dated June 19, 2008), Panama (tax treaty dated June 30, 2011), Andorra (tax treaty
dated April 2, 2013), China (tax treaty dated November 26, 2013), Singapore (tax treaty dated January 15,
2015), Germany (tax treaty dated March 31, 2015) and Colombia (tax treaty dated June 25, 2015).

The 25% withholding tax does not apply to dividend payments made by a French parent company to
collective investment vehicles established on the basis of foreign law located in a Member State of the EU
or in another state or territory that has concluded with France a convention on administrative assistance
in order to fight against tax fraud and evasion, and that fulfil both the two following conditions:

e Raises capital from a number of investors in order to invest in accordance with a defined investment
policy in the interests of these investors; and

e Presents characteristics similar to those of the following French collective investment vehicles
(organismes de placement collectif):

- UCITS (OPCVM);
* Real estate collective investment schemes (organismes de placement collectif immobilier); and

* Closed-end investment companies (sociétés d’investissement a capital fixe), etc.
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However, according to the French administrative guidelines, a specific 15% withholding tax is levied when @
these dividend distributions are paid out of tax-exempt revenues under the same conditions as exposed Bas"

previously in Section 4.1. Tor

EU corporate shareholders are not eligible for the withholding tax exemption pursuant to the EU Parent-
Subsidiary Directive to the extent that the dividends are paid out of the tax-exempt revenues.

Capital repayment is normally tax-free. However, any capital share reduction or share premium
distribution will be treated as a tax-free capital repayment only if all reserves or profits have already been
distributed. This latter condition does not apply in the case of a share redemption.

Anti-abuse measures

Specific levy of 20%

Applicable to the dividends paid by the parent company to domestic or foreign shareholders under certain
circumstances

The specific levy regime applicable to domestic distribution paid to exempted beneficiaries also applies
under certain circumstances to the dividends paid by the French-listed parent company to foreign
shareholders (see Section 4.2).

Capital gains

Capital gains realised on the sale of SIIC parent company shares by foreign corporate shareholders
subject to CIT may be taxable in France through a specific withholding tax as follows:

e Provided that the seller holds directly or indirectly at least 10% of the SIIC parent company shares,
capital gains realised on such sale are taxable at the standard CIT rate when the listed parent
company’s asset is mainly composed of immovable properties and related rights located in France.
Such tax treatment is subject to provisions of the applicable double tax treaty. Also, capital gains
realised on the sale of qualifying subsidiaries’ shares that have been elected for the SIIC regime are
taxable under the same conditions;

e Corporate shareholders who are EU residents, or residents of a state member of the EEA which has
concluded with France an administrative assistance agreement to prevent tax evasion and avoidance,
can benefit from the same taxation rules as French companies. Therefore, capital gains realised by
them on the sale of the French-listed parent company shares may be taxable at a flat rate 0f 19%,
provided that they hold directly or indirectly at least 10% of these shares for at least two years;

e Inthe case where the seller holds directly or indirectly less than 10% of the SIIC parent company
shares, there are uncertainties as to whether the capital gains derived from the sale of these shares
would be taxable in France;

e Special rules apply for refund procedure in the event that such withholding tax exceeds the CIT
amount due in France for the year of realisation of the capital gain.
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5 Tax treatment of the foreign REIT

Foreign REIT

Election for the SIIC regime is possible

Foreign REIT

In principle, the double tax treaties provide that the income and gains deriving from property located in a
foreign state are taxable in that foreign state.

Accordingly, the rental income and capital gains of a foreign company are taxed in France as long as the
relevant properties are located in France. In this respect, the foreign company can benefit from the SIIC
regime if it meets the applicable conditions and if it has validly elected for the SIIC regime (notably, the
parent company and its corporate subsidiaries meet the SIIC requirements, see Sections 2.2, 2.3 and 2.4).
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
G-REIT 2007 Law on German real estate joint-stock companies with publicly Corporate type

quoted shares (Real Estate Investment Trust law - REIT law)

Germany implemented the German Real Estate Investment Trust (G-REIT) in 2007 in order to meet the
market demands inspired by the introduction of the REIT in other European countries. The G-REIT is a
joint-stock company with specific rules laid out by the REIT law.

The REIT law came into force on June 1, 2007, with retroactive effect as of January 1, 2007. The REIT

law is supported by changes in various tax laws, such as the German Income Tax Act and the Investment
Tax Act. The REIT law has been amended inter alia by the Tax Amendment Act 2009 (Jahressteuergesetz
2009) and the UCIT IV Transformation Act in 2011 (OGAW IV Umsetzungsgesetz). One of the major changes
was that shareholders might benefit from the privileged taxation generally applicable for dividend income
if such dividends are sourced by pre-taxed profits of the G-REIT and certain further requirements are
fulfilled. However, for corporate shareholders of a G-REIT, this privileged taxation has de facto been
abolished (see Section 4.1).

The tax authorities published on July 10, 2007, administrative guidance according to which upon registration
as a REIT with the Commercial Register, tax exemption is to be assumed to start with the beginning of

the year of registration, and therefore upon application, no tax prepayments are to be assessed. Another
administrative guidance published on April 29, 2021, deals with questions regarding the qualification of
investments of German Funds in G-REITs and foreign REITs (esp. US-REITs) for Investment Tax purposes.

According to Sec.1(3) no. 5 Investment Tax Act 2018, the G-REIT does not qualify as an Investment Fund
in the meaning of the law. The ITA 2018 is applicable as of January 1, 2018; for further details, see Sec. 56
ITA 2018.

Currently, the following four REITs are listed: Alstria Office REIT-AG, Hamborner REIT-AG, Fair Value REIT-
AG and Deutsche Konsum REIT-AG.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country L2 1 IS REIT Index (EUR m) REIT Index

Germany 5 1 880.51 0.03%

Top one REIT*

Mkt Cap 1yrreturn . % of Global REIT
Company name (EUR m) (EUR) % Div Yield Index
Hamborner REIT AG 484.806 -0.34% 8,05% 0.03%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2 Requirements ©
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2.1 Formalities/procedure

Key requirements

- G-REIT: Registration with the Commercial Register
- Pre-REIT: Registration with the Federal Central Tax Office

G-REIT

The G-REIT must be registered with the Commercial Register, which examines whether the G-REIT
qualification requirements are met. The G-REIT comes into existence with its registration.

The main requirements for the registration of a G-REIT are as follows:
e Joint-stock company with a minimum share capital of EUR 15 million;
e Corporate seat and place of management in Germany;

e By-laws must provide for certain provisions (e.g. purpose of the company, compensation of
shareholders with a shareholding of less than 3% in case of termination of the tax-exempt G-REIT
status, etc.);

e Listing at the stock exchange;
e Atleast 25% widely held shares at IPO (after listing reduced to 15%);
e Direct shareholding of a shareholder must be less than 10% (threshold also applies to voting rights); and

e Asset, equity and activity requirements (see Sections 2.4. and 2.5).

Pre-REIT

Before registration with the Commercial Register, a pre-REIT status can be obtained. A pre-REIT can be
characterised as a joint-stock company that does not yet have to fulfil all the requirements for a G-REIT.
The Pre-REIT status requires registration with the Federal Central Tax Office. Similarly to the G-REIT, the
Pre-REIT status allows capital gains from the transfer of real estate to the pre-REIT to be subject to exit
tax rules, which have since been abolished (see Section 2.3 and Section 3.2). At the end of each business
year following the year of reqgistration, the pre-REIT must prove to the Federal Central Tax Office that its
activities comply with certain G-REIT requirements.

For the registration as a pre-REIT, the company must fulfil the following requirements:
e Joint-stock company; and
e Corporate seat in Germany.

The pre-REIT must fulfil at the end of the business year following the year of registration and each
consecutive year the following requirements:

* Objectives of the pre-REIT must be limited to the objectives of a G-REIT;

*  75% of its total assets must consist of immovable property;
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e 75% of its gross earnings must be derived from renting, leasing, letting and disposal of real estate; @
BACK

e Incase of an obligation to prepare consolidated financial statements (Konzernabschluss): a pre- ToP
REIT service company’s (i.e. a corporation whose entire shares are held by the pre-REIT and whose
business object is limited to providing remunerated ancillary activities related to real estate for third
parties on behalf of the pre-REIT) assets may not exceed 20% of the pre-REIT’s total assets; and

e Incase of an obligation to prepare consolidated accounts (Konzernabschluss): a pre-REIT service
company’s gross earnings may not exceed 20% of the pre-REIT’s gross earnings.

The assets and gross earnings requirements mentioned above must be verified by an auditor upon the
request of the Federal Central Tax Office.

With the exception of the exit tax rules, which are no longer applicable for purchases realised after
December 31,2009, the taxation of the pre-REIT follows the general tax rules applicable for corporations.
As a consequence, there is no longer a need to obtain pre-REIT status.

2.2 Legal form/minimum share capital

Legal form Minimum share capital

Joint-stock company EUR 15 million

Legal form

The only legal form which is permitted for a G-REIT is the joint-stock company (Aktiengesellschaft - AG).
The company’s name must include the words ‘REIT-Aktiengesellschaft’ or any other reference that contains
the words ‘Real Estate Investment Trust’ or the abbreviation ‘REIT®. Because of its qualification as a joint-
stock company, the G-REIT is subject to the standard requlations of the Joint Stock Company Act and the
Commercial Code. This is the case unless the REIT Act specifically indicates otherwise.

Minimum share capital

A G-REIT must have a share capital of at least EUR 15 million. All shares must be voting shares. Different
categories of shares are not allowed. Shares can only be issued against the full payment of the issuance price.

2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- 15% of the shares must be widely held (25% at the time of IPO) Yes

- Ashareholderis not allowed to own directly 10% or more of the
shares or the voting rights of the company

Shareholder requirements

At least 15% of the G-REIT shares must be widely held, which means that such shares must be owned by
shareholders who may each hold less than 3% of the voting rights of the G-REIT. Consequently, at least
six shareholders are needed to satisfy this 15% requirement. At the time of the stock exchange listing, the
precondition of widely held shares must be fulfilled for at least 25% of the shares of the G-REIT.
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In addition, a single shareholder is not allowed to directly hold 10% or more of the shares or the voting
rights of a G-REIT (including shares held on his/her behalf by a third party). However, this limitation
should not be applicable to indirect shareholding. Consequently, holding structures should allow the legal
circumventing of this threshold.

At the end of each calendar year, the G-REIT is obliged to inform the Federal Financial Supervisory
Authority (Bundesanstalt fir Finanzdienstaufsicht) of the shares that are widely held. The Federal Financial
Supervisory Authority will inform the Federal Central Tax Office if the 15% widely held shareholding
requirement is not met. The REIT law provides for further reporting requirements that apply to a
shareholding of 3%, 80% and 85% of the G-REIT’s voting rights.

Listing requirements

A G-REIT’s shares must be admitted to trading in an organised market in the meaning of the Securities
Trading Law in a Member State of the European Union or in another signatory state to the Treaty on the
European Economic Area (Iceland, Liechtenstein, Norway).

A pre-REIT must apply to be admitted to trading in an organised market mentioned above within three
years of the application being made to register the joint-stock company as a pre-REIT. The time allowed
may be extended twice, for one year each time on application by the Federal Financial Supervisory
Authority if there are exceptional circumstances justifying such an extension. Should no application be
made within the time allowed, or should an application be made within that time and be refused, the
company will lose its status as pre-REIT.

Asset levels/activity test

Restrictions on activities/investments

- 75% immovable property requirement
- 75% immovable property income requirement

At least 75% of the total assets of the G-REIT must be comprised of immovable property, and at least 75%
of its gross earnings must derive from rental, leasing, letting and disposal of immovable property.

A G-REIT may only provide secondary activities (activities serving third-party investment portfolios) via a
100% owned REIT service company. The assets related to such services are not allowed to exceed 20% of
the total assets of the G-REIT. In addition, the gross earnings from such services are not allowed to exceed
20% of the gross earnings of the G-REIT.

A G-REIT must not engage in trading in real estate. Trading is assumed when the G-REIT receives
revenues from the disposal of real estate within a period of five years which exceeds 50% of the average
value of its real estate portfolio within that same period. The valuation of the real estate portfolio will be
based on fair value as defined in IAS 40.

Investments in immovable property, which is used primarily (i.e. more than 50%) for residential purposes,
are prohibited if the property is located in Germany and was built prior to January 1, 2007. The G-REIT
may invest in all kinds of real estate abroad insofar as the real estate can be owned by a REIT corporation,
REIT partnership or a REIT trust or a corporation, partnership with legal capacity or trust comparable to a
REIT under the laws of the respective foreign country.

The G-REIT is allowed to hold German real estate via a German partnership with legal capacity but not via
a German corporation. A German corporation may only be held for such purposes if the company acts as
an unlimited liable partner in a real property partnership without any participation in the property of the
partnership (i.e., the corporation is a general partner and holds no interest in the real estate partnership.)

®
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2.6

2.7

This refers to the typical structure of a GmbH & Co. KG, which is a partnership with an unlimited liable
partner corporation. The partnership must have the same business objectives as the G-REIT itself.

Foreign real estate may be held through a German or foreign property partnership with legal capacity as
well as through a 100% owned German or foreign property corporation (additional requirements must
be fulfilled, e.g. the immovable property of the foreign corporation has to represent at least 90% of the
foreign corporation’s total assets) of the G-REIT.

Itis currently under discussion to expand the scope for providing secondary activities by allowing services that
contribute to climate-friendly initiatives - for example, by operating charging stations at rented properties.

Leverage

Leverage

The equity must equal at least 45% of the total asset value of the immovable property (valuated at IAS 40)

The equity of the G-REIT, as generally shown in its consolidated accounts (if no obligation to consolidated
accounts exists, the single accounts are decisive) at the end of the fiscal year, must equal at least 45%

of the total asset value of immovable property in the accounts (valued at IAS 40). As at least 75% of all
assets at the end of each business year must be immovable assets, the equity must not fall below 33.75%
of total assets. This means the leverage of a G-REIT cannot exceed 66.25%.

Profit distribution obligations

Operative income Capital gains Timing

Deferral of 50% of the capital gains = Distribution is required until the end

o )
90% of the net income of the year from real estate assets is allowed of the following business year

Operative income

The G-REIT has to distribute at least 90% of its net income, calculated under German GAAP, to its
shareholders until the end of the following business year.

Capital gains

Up to half of the proceeds from disposals can be transferred to a reserve; distributable profits will be
reduced accordingly.

Any unused reserves must be dissolved at the latest by the end of the second financial year after creation.
The reserves can either be deducted from the acquisition or construction cost of real estate assets
acquired or created in the respective two years or must be added to the distributable profits in the yearin
which they are dissolved.

Sanctions

Penalties/loss of status rules

- Several penalties
- Loss of REIT status
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Penalties will be levied by the competent tax office as follows: @

BACK

e Iflessthan 90% of the gross earnings are distributed, the penalty amounts from 20% to 30% of the Top
difference;

e Ifless than 75% of the assets consist of immovable property, the penalty amounts from 1% to 3% of
the difference;

e Ifless than 75% of the gross earnings is derived from qualifying income, the penalty amounts from 10%
to 20% of the difference; or

e If more than 20% of the gross revenue consists of real estate advisory or other related services to third
parties, the penalty amounts from 20% to 30% of the earnings exceeding this threshold.

If the G-REIT continuously violates one and the same qualifying requirements as defined by the REIT law
for three consecutive years, it will lose its status as a tax-exempt corporation after the end of the third
year. If the G-REIT continuously violates different qualifying requirements over five consecutive years, it
will lose its status as a tax-exempt corporation after the end of the fifth year.

If the G-REIT performs forbidden real estate trading activities, it will lose its status as a tax-exempt
corporation with effect from the financial year in which the limit is exceeded.

If the G-REIT is de-listed, it will lose its status as a tax-exempt corporation at the end of the financial year
prior to the year of de-listing.

If10% or more of the shares or the voting rights of a G-REIT can be attributed directly to one shareholder,
this will not cause the G-REIT to lose its tax-exempt status. Nor will the shareholder forfeit his dividend

or voting rights. However, he would only be able to exercise the rights for a shareholding of less than 10%
of the G-REIT’s shares (this also applies to the application of a double tax treaty regarding the income
received from the participation in G-REIT).

If less than 15% of a G-REIT’s shares are in free float for three consecutive years, the G-REIT will cease
to be tax-exempt from the end of the third year. The same applies if the aforementioned 10% threshold
is violated for three consecutive years. These rules do not apply as long as the G-REIT cannot infer the
breach from the notifications required under the Securities Trading Law.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Reduced withholding tax on distributions

Allincome is tax-exempt Capital gains are tax-exempt to the G-REIT

Current income

The income of a G-REIT is not subject to corporate or trade income taxes, irrespective of whether the
income is generated from real estate assets or not. The tax exemption applies for the first time as of the
beginning of the business year in which the G-REIT is registered as a REIT with the Commercial Register.
The tax exemption only applies to the G-REIT’s income.

Consequently, the income of a subsidiary or a partnership of the G-REIT (the latter is, according to
German tax principles, only tax transparent for corporate income tax but not for trade income tax)
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remains subject to taxation at their level. In this context, it should be noted that German trade tax law @
BACK

provides certain requirements for a trade tax exemption for income from real estate. s
TOP

For foreign taxes imposed on income that a G-REIT receives from another foreign REIT (e.g., dividend

distributions), if the applicable double tax treaty generally exempts such income from German taxation

at the level of the G-REIT, the resulting double taxation is not eliminated through exemption, but rather

through a credit for the foreign tax.

Capital gains
Asin the case of the G-REIT’s other income, capital gains are exempt from corporate and trade income taxes.

Withholding tax

Dividend distributions from German subsidiaries of the G-REIT to the G-REIT are, in the first place, subject
to the standard withholding tax of currently 25%, but two-fifths of this tax can be reclaimed by the G-REIT
upon application.

Other taxes

Taxes other than income taxes will be levied. Specifically, real estate transfer taxes will be levied on the
acquisition and sale of real estate.

Accounting rules

The income is to be determined based on German GAAP. Real estate assets can only be depreciated using
the straight-line method.

The thresholds which must be met by the G-REIT (see Sections 2.4 and 2.5) are determined based on
IFRS rules.

The financial statements of the G-REIT must be audited. The auditor must confirm inter alia that the
threshold requirements were met.

3.2 Transition requlations/exit tax

Conversion to REIT status

The G-REIT law does not provide for a tax-free conversion

The G-REIT obtains tax-exempt status at the beginning of the taxable year in which the joint-stock
corporation has been registered as a G-REIT in the Commercial Register. This event is treated as a taxable
liguidation of the (prior) taxable joint-stock corporation. The conversion of a property company into a
G-REIT is thus (always) a taxable event, and the REIT law does not provide for a tax-free conversion. The
exit tax privilege initially granted no longer exists.
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3.3 Registration duties

Registration duties

4

4.1

Real estate transfer tax

The transfer of real estate to and from a G-REIT is not exempt from real estate transfer taxes of 3.5% to
6.5% of the sales price. For real estate transfer tax, the conversion of a corporation into a pre-REIT or
G-REIT is not regarded as a taxable event according to German tax principles. The same applies to the
conversion of a limited liability company (GmbH) into a stock corporation (AG).

Tax treatment at the shareholder level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

In general, fully taxable In general, a final withholding tax of - Afinal withholding tax for
25% plus a 5.5% solidarity surcharge privately held shares
on the withholding tax, totalling - Otherwise, a creditable/
26.375% refundable withholding tax

Corporate shareholder

Before March 1, 2013, the taxation of dividends at the level of the corporate shareholder was dependent on
the taxation of the underlying income (pre-taxed profits) distributed by the G-REIT. Pre-taxed profits of a
G-REIT could be caused by the taxation of profits of the real estate of the G-REIT in a foreign jurisdiction
or the taxation of a subsidiary or a partnership (with foreign real estate) of the G-REIT. If the underlying
income had been taxed at least at the 15% German corporate income tax rate or a comparable foreign
income tax rate and certain further requirements were met, dividends sourced by such pre-taxed profits
were 95% exempt from corporate income tax at the shareholder level.

As of March 1, 2013, dividends are fully taxable at the level of the corporate shareholder of a corporation
as long as the shareholder owns less than 10% of the shares at the beginning of the year in which the
dividends have been received. Because of the shareholder restrictions outlined under Section 2.3 above,
this means that dividend income remains subject to corporate income tax at the level of the corporate
shareholder at ordinary tax rates irrespective of whether the dividends are sourced by pre-taxed profits or
not. The dividend income is also subject to trade income tax.

Capital gains on the disposals of G-REIT shares are always subject to corporate and trade income tax at

ordinary tax rates.

Individual shareholder

From January 1, 2009, onwards, dividends and all (i.e. short- or long-term) capital gains on the disposition
of sharesin a G-REIT realised by individuals as non-business income are subject (in principle) to a final
withholding tax of 25% (plus solidarity surcharge of 5.5% thereon).
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Long-term capital gains on privately held G-REIT shares acquired prior to January 1, 2009, remain tax- @
exempt provided that the shares were held for more than one year and the shareholder did not own an Bas"

interest of 1% or more in the G-REIT at any time during the five years preceding the sale of the shares. ToP

Capital gains on privately held shares acquired on January 1, 2009, and onwards are fully subject to
personal income tax (i.e. the final withholding tax does not apply), where during the five years preceding
the sale, the shareholder-owned an interest of 1% or more in the G-REIT.

Dividends received by individuals as business income are fully subject to personal and trade income
tax (trade income tax will be credited for personal income tax under certain requirements) unless the
underlying income has been taxed with corporate income tax as outlined above (see under corporate
shareholder). In the case where the underlying income has been taxed, the dividends are only 60%,
subject to personal income tax, but remain fully subject to trade income tax.

Capital gains on the disposal of G-REIT shares held in a business are fully subject to personal and trade

income tax.

Withholding tax

Dividends from a G-REIT, as well as other benefits granted in addition to or instead of dividends, are
subject to a withholding tax at a rate of 25% plus a 5.5% solidarity surcharge on the withholding tax, in
total 26.375%. In the case where the G-REIT shares are privately held by an individual shareholder, the
withholding tax is final. Otherwise, the withholding tax is creditable/refundable at the shareholder’s level.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

- A final withholding tax for - A final withholding tax for - 25% plus a 5.5% solidarity surcharge,
dividends dividends resulting in a rate of 26.375% (or a reduced

- Generally, tax exemption - Generally, tax exemption treaty tax rate or a reduced withholding tax

rate for foreign corporate shareholders)

- EU Parent-Subsidiary Directive is not
applicable

for capital gains for capital gains

Corporate shareholder

The withholding tax on dividends to foreign (non-resident) shareholders is a final tax, provided that the
G-REIT shares are not assets of a permanent German establishment of such shareholders.

Capital gains from the disposal of G-REIT shares are taxable if the shares are assets of a permanent
establishment or if the foreign shareholder has held at least a 1% shareholding at any time within a
five-year period prior to the sale of the shares. Usually, double tax treaties provide for a tax exemption
of capital gains on the disposal of shares in Germany. However, most of the German tax treaties do not
protect investors from the German capital gains tax, as they give Germany the right to tax capital gains
from the disposition of shares in a real estate company.

Individual shareholder

The same principles apply to foreign corporate shareholders.
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Withholding tax @
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German domestic tax law provides that the foreign corporate shareholder is principally entitled to a or

refund of two-fifths of the withholding tax resulting in a final tax of 15% (which is equal to the corporate
income tax rate) plus a 5.5% solidarity surcharge, resulting in a rate of 15.825%.

A double tax treaty may reduce the dividend withholding tax rate, amounting under German tax law to

a total of 26.375% (25% withholding tax plus a 5.5% surcharge on the tax). Most German tax treaties
provide that foreign shareholders are entitled to a reduced withholding tax rate of 15% if they are
domiciled in the other treaty state. Entitlement to a refund also requires that the investor qualifies for the
treaty benefit under the German anti-conduit rules.

A corporate shareholder would not be able to exercise his rights to a further withholding tax reduction,
which would accrue to him if his shareholding was 10% or more.

Because of the tax-exempt status of the G-REIT, the EU Parent-Subsidiary Directive is not applicable.

5 Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder
Fully-taxable Like dividends from a G-REIT, if the Like dividends from a G-REIT, if the foreign
foreign REIT is a qualifying REIT REIT is a qualifying REIT
Foreign REIT

According to Sec.1(3) no. 5 Investment Tax Act 2018, a foreign REIT in the meaning of Sec. 19 (5) of the
German REIT law does not qualify as an investment fund.

A foreign REIT’s German source income is taxable in Germany at the standard rules and rates applicable
to a non-resident corporate taxpayer.

Corporate shareholder

Dividends distributed from a qualified foreign REIT as defined by the REIT law are fully taxable at the
corporate shareholder level. If the dividend was sourced from pre-taxed profits and the corporate
shareholder owns at least 10% of the shares in the foreign REIT, 95% of the dividends would be exempt
from corporate income tax. Capital gains from the disposal of the shares in a qualified foreign REIT would
be fully taxable at the level of the corporate shareholder. A foreign REIT is qualified under the following
cumulative requirements:

The REIT is not domiciled in Germany;
e Thegross assets of the REIT consist of more than two-thirds of immovable property;

e More than two-thirds of the gross earnings are derived from rental, leasing, letting and disposal of
immovable property; the distribution deriving from immovable property of the REIT does not carry
underlying foreign taxes like the German corporate income tax;

e The REIT is not under the supervision of a financial supervision commission; and
e The shares of the REIT are listed in an organised market.

Foreign withholding taxes levied on distributions will generally be credited in Germany.
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Dividends received from a non-qualifying foreign REIT, as well as capital gains from the disposal of shares @

in a non-qualifying foreign REIT are both taxed according to general German tax principles depending on BACK

the qualification of the foreign REIT as a corporation or transparent entity. ToP

Individual shareholder

For the tax treatment of dividends distributed from a qualifying foreign REIT and capital gains from the
disposal of shares in a qualifying foreign REIT, see Section 4.1.

Dividends received from a non-qualifying foreign REIT, as well as capital gains from the disposal of shares
in a non-qualifying foreign REIT are both taxed according to German tax principles depending on the
qualification of the foreign REIT as a corporation or transparent entity.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
REIC 1999, repealed by 2025 Law 5193/2025 Law 2778/1999 (REIC Law) Corporate

Greek law recognises the legal forms of Real Estate Mutual Funds (REMFs) and Real Estate Investment
Companies (REICs). While the term ‘REIT’ is not explicitly used in the Greek legislation, a REIC may be
considered functionally equivalent to a REIT.

Until recently, both REMFs and REICs were governed by the Greek law 2778/1999, as subsequently
amended by various laws (including the most recent 4646/2019). However, on 11 April 2025, Greek

Law 5193/2025 (the ‘REIC law’) was published, which has repealed the relevant provisions of Law
2778/1999 concerning REICs (specifically articles 21-31), and has introduced a new REIC regime. In brief,
this new regime grants REICs increased investment flexibility and modernised operational rules, while
simultaneously strengthening their supervisory controls to enhance investor protection. It further seeks
to remove bureaucratic hurdles and streamline procedures, with the aim of enabling REICs to thrive in
today’s market environment. From a tax perspective, the newly enacted legislation largely preserves

the core tax principles of the previous regime under Law 2778/1999, while also providing for certain
simplifications, aimed at resolving practical implementation issues.

The new REIC framework applies retroactively to tax years beginning on 1 January 2025 and onwards.

There are currently eight listed REICs in Greece. Additionally, there is an established REIC that has not
been listed yet but is expected to be launching its initial public offering in the foreseeable future.

The investor base of listed REICs is predominantly made up of Greek-resident companies and individuals,
although a few foreign investors have entered the market over the last years.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country N9 o1f Rl REIT Index (EUR m) REIT Index

Greece 8 0 3,179.05 0.00%

* All market caps are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global REITs Index
(EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

- Prior operating licence issued by the Hellenic Capital Market Commission is required - such a licence is
granted in accordance with the specific formalities set out under the new REIC law

- Functions are supervised and reqgulated accordingly under the oversight of the Hellenic Capital Market
Commission on REICs

EPRA 7 Deloitte.
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A Greek REIC takes the legal form of a Société Anonyme (SA) and is subject to all formalities and @
procedures provided under Greek Corporate Law (i.e., . 4548/2018, as currently in force), unless BACK

otherwise specified in the REIC law. ToP

Incorporating a REIC requires a prior operating licence issued by the Hellenic Capital Market Commission.
In granting this licence, the Hellenic Capital Market Commission takes into account and evaluates the
REIC’s (a) organisational structure and technical and financial resources, (b) the reliability and expertise
of the individuals managing the REIC - particularly in the fields of real estate development and property
management, and (c) the suitability of those holding, either directly or indirectly, a significant participation
in the REIC, to ensure its sound governance.

To further ensure transparency, REIC’s activities are supervised and regulated accordingly by the Hellenic
Capital Market Commission, which holds the authority to revoke its operating licence in case of non-
compliance, fraudulent practices, or failure of a REIC to meet its statutory operational requirements.

In this context, REICs must now:

e Prepareindividual and consolidated financial statements aligned with IFRS, not only annually, but also
semi-annually;

* Maintain a detailed remuneration and investment policy and make it available along with their semi-
annual investment statements; and

* Provide extensive analysis on asset elements and risk management strategies.

From a portfolio perspective, the new REIC law provides greater flexibility and expanded investment
activities by moving away from the previously exhaustive (case-by-case) approach of Law 2778/1999.
However, this does not imply that REICs are now free to invest in any asset without restriction. In
particular, the simplified investment framework for REICs is structured as follows:

Real estate property investments
The most significant portion of a REIC’s capital should be invested in real estate assets.
Investments in entities

A much smaller portion may be allocated to any type of companies (excluding partnerships), other
REICs and AlFs, whose principal activity is the acquisition, construction, management, development,
and exploitation of real estate, as well as the provision of services directly connected with the use and
development of property.

Diversified portfolio

Similarly, a small portion of REIC investments may be allocated to companies (again excluding
partnerships), other REICs, or similar entities that invest in real estate or UCITS or in AlFs, thereby
allowing for a more diversified portfolio.

Additionally, REICs may also invest in shares of any company (again, excluding partnerships) that provides
services specifically related to the real estate assets of the REIC’s group, as well as in companies in which
the REIC holds a qualifying shareholding of at least 20%.

Energy

Under the new REIC regime, REICs are now also permitted to invest in renewable energy projects, such as
photovoltaic installations, but strictly for self-consumption purposes.

Compliance requirements

A thorough description of the REIC’s investment policy and intended use of real estate assets must be
submitted to the Hellenic Capital Market Commission as part of the application for its operating licence.
This submission must also include, among other items, REIC’s (draft) Articles of Association, information

EPRA n Deloitte.
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on its shareholders, Board of Directors (‘BoD’) members and Investment Committee members (if @
BACK

applicable), its remuneration policy, as well as details regarding any outsourced functions. T
TOP

A REIC must list its shares on a requlated market operating in Greece, i.e., Athens Stock Exchange,

within two years from the date of issuance of its operating licence. However, the Hellenic Capital Market

Commission may extend this listing deadline for a period not exceeding 36 months from the expiry of

the initial deadline, provided that the REIC submits an application for extension and demonstrates that

the delay was due to a force majeure event or adverse market conditions. Failure to list its shares within

the above timeframe will lead to the revocation of the REIC’s operating licence by the Hellenic Capital

Market Commission.

In general, for a REIC to be considered ‘Greek’ and therefore, be subject to the REIC law, its statutory
seat and central management must be located in Greece. Also, the REIC law does not enable a foreign
managing company (including EU-based companies) to act as a Greek REIC’s manager. Instead, for the
REIC law to apply, REIC’s management company must be a Greek tax resident entity. It should be noted
that the ‘effective place of management’ criterion is applied by the Greek tax authorities (and is also
referenced in the wording of the Greek Income Tax Code, i.e., law 4172/2013, as in force), in cases where a
foreign entity is effectively managed from Greece. Nevertheless, this scenario should be avoided in order
to mitigate the risk of the authorities questioning the company’s nationality/tax residence.

Valuation timing

The new REIC law also introduced changes in relation to the valuation of a REICs’ assets, both in terms
of timing and process. Under the previous framework, a REIC’s assets were appraised annually (i.e.,

at the end of each fiscal year) by the REIC’s statutory auditors, based on a special report prepared by
an independent valuer. The revised regime now requires valuations bi-annually, carried out directly by
the independent valuer that is appointed by REIC’s ordinary general meeting, in collaboration with its
statutory auditors.

Pre-transaction valuation

Previously, any acquisition of real estate assets or related rights necessitated valuation by an independent
valuer. The new rules mandate that such valuations be completed in advance of entering into any binding
agreement for the purchase or disposal of real estate assets.

Permissible deviation from valuation

The updated framework substantially widens the acceptable deviation in the agreed transaction price and
the independent valuation:

In the case of disposals: A REIC may now transfer real estate at up to 15% below the valuer’s assessed value.
In the case of acquisitions: A REIC may purchase property at up to 15% above the valuer’s assessed value.

The above contrasts sharply with the prior regime, which allowed only up to a 5% variance on a case-by-
case basis. By permitting greater tolerance around the valuer’s figure, the new legislation affords REICs
enhanced flexibility in negotiating transactions that better align with prevailing market conditions and
strategic objectives, while preserving the obligation for independent valuations to uphold transparency
and accountability.

2.2 Legal form/minimum share capital

Legal form Minimum share capital

EUR 40 million; The increase in the initial share capital

Listed Societé Anonyme of REICs sets a higher market entry barrier

EPRA 7 Deloitte.
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2.3

Legal form @

BACK
TO
A REIC must have the legal form of a Société Anonyme listed on the Athens Stock Exchange operating in e

Greece. All of its shares must be registered.

Minimum share capital

Under the new framework, the minimum required share capital of a REIC amounts to EUR 40 million, fully
paid up at the time of its incorporation (increased from the previous EUR 25 million threshold, set by the
former law). This requirement applies both at the time of licensing and throughout the REIC’s operation.
In other words, the REIC must ensure that its share capital remains at or above the specified level at all
times. Non-compliance may trigger requlatory measures by the Hellenic Capital Market Commission.

Where an existing Société Anonyme is converted into a REIC and its equity is below the EUR 40 million
threshold, the shortfall must be fully covered through a share capital increase upon conversion.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

The suitability of the individuals who directly or indirectly hold at least 10% of the
share capital or voting rights of the REIC is assessed to ensure its proper governance
Yes
Transfer of REIC’s real property to shareholders, founders, board members, and
CEOs of the REIC and its subsidiaries, as well as their relatives, is now permitted,
subject to certain conditions and specific thresholds

Shareholder requirements

Subject to the general provisions of law 4548/2018, the transfer of a REIC’s real estate assets to its
founders, shareholders directly or indirectly holding more than 10% of the REIC’s share capital, BoD
Members and CEOs of both the REIC and its subsidiaries, as well as their spouses, cohabitants under
a cohabitation agreement, and their relatives by blood or marriage up to the second degree, and any
enterprises controlled by such persons, where the value of the asset exceeds 5% of the total assets

of the REIC, is subject to a prior resolution of the REIC approving the transaction, which:

e Must be adopted following an independent valuation of the real estate asset to be transferred;
* Must justify that the transfer is carried out on market terms and is beneficial to the REIC;

e Must be notified to the Hellenic Capital Market Commission at least fifteen (15) days prior to the
execution of the transaction; and

e Must be published on the REIC’s website, together with the valuation report.

No difference between resident and non-resident shareholders in regard to ownership (status,
shareholding percentage, etc.) is provided for by the law.

Listing requirements

A REIC’s stocks must be listed on the Athens Stock Exchange. Parallel listing is also allowed.

EPRA s Deloitte.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025

GREECE - REIC

2.4 Asset level/activity test

Restrictions on activities/investments

At least 70% of a REIC’s capital - reduced from 80% under the previous regime - must be invested in real
estate in Greece, the EU, the EEA, or a third country outside the EU and the EEA, either directly or indirectly

Real estate assets located in third countries outside the EU and the EEA must not exceed 20% of the total
value of the REIC group’s investments

- May not invest in a single property exceeding one-third of the total value of the REIC group’s investments

Capital expenditure (capex) for the development of real estate assets must not, in aggregate, exceed 40% of
the total value of the REIC group’s investments in real estate

Up to 10% of the REIC’s investments may be allocated to corporate participations, namely in any type

of company (excluding partnerships), REICs, or AlFs, whose main business purpose is the acquisition,
development, management, or exploitation of real estate, as well as the provision of services directly linked to
the use and development of such property

- A maximum of 10% of REIC’s investments may be allocated to a diversified portfolio, i.e., all companies
(excluding partnerships), REICs, or similar entities that invest in real estate or UCITS or AlFs. This, however,
must not exceed 5% of the REIC group’s total investments

May invest in shares of any company (excluding partnerships) that provides services related to real estate
assets of the REIC’s group, or in companies where the REIC holds at least a 20% stake

May additionally, directly or indirectly, engage in renewable energy projects, exclusively for self-consumption
use, and

The acquisition of movable assets and any type of equipment necessary for the use, operation, and
exploitation of real estate, as well as for the overall advancement of the REIC’s statutory purposes, is not
subject to any restriction

At least 70% of a REIC’s capital (reduced from 80% under the previous regime) must be invested in real
estate in Greece, the EU, the EEA, or in a third country outside the EU and the EEA either directly or
indirectly through i) subsidiaries (excluding partnerships), REICs or similar entities, in which the REIC
holds at least 70% ownership, ii) investment in UCITS or EU-licenced AlFs that focus (both requiring

at least 70% of their assets to be invested) in securities of real estate investment companies or those
involved in real estate development, management and exploitation, or, in the case of EU-licensed AlFs,
directly in real estate assets, and iii) Public-Private Partnership Contracts or similar agreements.

However, real estate located in third countries outside the EU and the EEA must not exceed 20% of the
total investments of the REIC’s group.

For REIC law purposes, ‘real estate’ means any type of property rights, both in rem and in personam,

on any kind of real estate, including, but not limited to, leases or usage concession agreements with a
minimum contractual duration of fifteen years, financial leases under Greek law 1665/1986, and claims for
the acquisition of real estate based on notarial pre-agreements or other contracts that are binding under
applicable law.

Additionally, up to 10% of the REIC’s investments may be allocated to corporate participations, namely
in any type of company (excluding partnerships), REICs, or AlFs, whose main business purpose is the
acquisition, construction, development, management, or exploitation of real estate, as well as the
provision of services directly linked to the use and development of such property. Where the REIC does
not control the above entities, it must participate in their BoD or equivalent governing body with at least
one member with voting rights.

For REIC law purposes, ‘real estate exploitation’ means the leasing, utilisation, and management of

real estate assets in any form, with the aim of generating commercial profit or any other benefit, for
residential, industrial, commercial, or other purposes. This includes, indicatively, hotel and tourism-related
activities, the operation of facilities for the production and storage of energy from renewable energy
sources (RES), as well as the exploitation of parking spaces, marina berths, shopping or retail parks, and
data centres.
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Furthermore, a maximum of 10% of REIC’s investments may be allocated to a diversified portfolio, i.e., in
any type of companies (excluding partnerships), REICs, or similar entities that invest in real estate orin
UCITS or AlFs. This, however, must not exceed 5% of the REIC group’s total investments.

Additionally, REICs may hold shares in any type of company (again, excluding partnerships) that provides
services to the real estate assets of the REIC Group, as well as to companies in which the REIC holds a
stake of at least 20%.

As a supplementary activity, REICs are now also permitted to acquire, either directly or indirectly,
construct and operate power generation and storage facilities from renewable energy sources, including
photovoltaic systems, exclusively for self-consumption and net metering purposes. These facilities may be
installed individually or jointly with battery storage systems.

The Renewable Energy Sources (‘RES’) systems must be installed on real estate owned by the REIC, or its
group companies, and are intended—either cumulatively or alternatively—to:

e Meet the energy needs of the REIC’s real estate assets, its group companies, and their tenants or users;
e Reduce their overall energy costs; and
e Contribute to the reduction of their carbon footprint.

It should be noted that capex for the development of real estate assets should not exceed in aggregate
40% of the total real estate investments of the REIC group.

A Greek REIC may not invest in a single property exceeding one-third of the REIC group’s total investments.

The value of all real estate assets over which the REIC holds, directly or indirectly, only a usufruct or bare
ownership shall not, at the time of their acquisition, exceed 20% of the total investments of the REIC group.

Furthermore, entities in which REICs invest, or through which they invest in real estate, may acquire,
without restriction, movable assets and any other type of equipment necessary for the use, operation, and
exploitation of the real estate, as well as for the overall furtherance of their statutory purpose.

Following the lapse of three years from REIC’s establishment, or at the time it applies to its listing, at least
50% of the REIC’s share capital must have been invested, directly or indirectly, in real estate assets.

Before proceeding with its investments, a REIC may also hold its available funds in deposits, money
market instruments, or EEA-issued bonds with a maturity of one year.

Overall, under the previous framework, REICs were primarily engaged in property leasing and disposals,
which constrained their ability to diversify revenue streams. The new REIC framework has addressed this
by broadening the scope of REIC activities.

Leverage

Leverage

- Overall leverage must not exceed 75% of the REIC’s total assets at the group level
- REICs are now permitted to offer collateral and security not only on their own assets, but also on those of the
entire REIC group

- Allowed to establish subsidiaries solely for the purpose of obtaining loans and financing both REICs and their
subsidiaries

Under the previous regime, REICs were allowed to obtain various types of loans or credit facilities
provided that their total borrowings did not exceed 75% of the REIC’s total assets at the group level.
They may also incorporate subsidiaries to secure financing for both the REIC itself and its subsidiaries. A
key development introduced by the new law is the expansion of a REIC’s ability to provide collateral and
security. In this context, REICs are now permitted to grant collateral not only over their own assets, but
also over assets held at the group level.
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2.6 Profit distribution obligations @
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Operative income Capital gains Timing

50% of its annual net profits No obligation Annually

Operative income

The REIC should generally distribute at least 50% of its annual net profits to its shareholders.
Notwithstanding this, the distribution of a smaller percentage of profits may be possible pursuant to
a Resolution taken at the Shareholders’ Meeting and in accordance with the requirements set by Law
4548/2018.

Capital gains

Capital gains arising from the sale of real estate do not require distribution.

2.7 Sanctions

Penalties/loss of status rules

- Violations may trigger the imposition of penalties

- Non-listing of REIC’s shares on the Athens Stock Exchange, as well as other infringements, would lead to the
loss of REIC’s status

The Hellenic Capital Market Commission exercises reqgulatory oversight over REICs and may conduct
audits to ensure their compliance with the applicable legal framework.

To this end, the Commission is vested with all necessary supervisory and investigative powers, which may
be exercised directly, in cooperation with other competent authorities, or through applications to the
relevant judicial bodies.

The Commission may, among other enforcement measures, revoke REIC’s operating licence, where non-
compliance is identified, and particularly if:

a. The REIC does not commence its licensed activities within twelve months from its incorporation, or
suspends its performance for a period exceeding six months;

b. Itsoperating licence was obtained through false statements or by any other unlawful means;
c. The REIC no longer fulfils the conditions under which its operating licence was granted;
d. The REIC systematically violates the provisions of the applicable law;

e. The REIC has failed to list its shares on the Athens Stock Exchange within the set deadline (i.e., two
years); or

f.  REIC’s shares are no longer listed due to de-listing.

Before revoking a REIC’s operating licence, the Hellenic Capital Market Commission must notify the

REIC in writing of the identified breaches or deficiencies and its intention to proceed with the revocation,
granting it a reasonable period—of at least ten working days—to submit its comments and, where
appropriate, take corrective action. The deadline may be extended if the remedial measures proposed are
deemed adequate.
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In the event of licence revocation, if the REIC’s shares are already listed on the Athens Stock Exchange, @
the tax benefits applicable to the REIC shall cease going forward. If the licence is revoked before REIC’s Bas"

listing, any tax benefits shall be retroactively withdrawn from the date its operating licence was granted. ToP

In addition to the revocation of REIC’s operating licence—regarded as the most severe sanction available—
the REIC law now introduces stricter penalties for non-compliance, including significantly increased
administrative fines of up to €3 million. These enhanced enforcement tools underscore the authorities’
firm stance on ensuring transparency, accountability, and compliance with the applicable requlatory
standards.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Investment and liquid assets are Exemptin the case of non-listed No WHT, except for dividend
taxed at 10% of the European REIC shares distributions received from Greek
Central Bank (ECB) interest rates subsidiaries at a rate of 5%

plus 1%

Current income

As a general remark, the new REIC legislation largely preserves the fundamental tax framework
established under the previous law 2778/1999, while introducing targeted simplifications aimed at
addressing practical implementation challenges.

REICs are exempt from income tax, but are subject to a special tax, which still amounts to 10% of the
prevailing European Central Bank (ECB) interest rate (Reference Interest Rate) plus 1%. This tax rate is
applied to the average value of the REICs’ investments, plus any available funds (cash and securities) at
their current market value, as reflected in their six-month investment tables. For example, assuming the
ECB reference interest rate is 0.05%, the tax rate would be calculated as follows: 10% x (0.05% + 1%) =
0.105%. Should a change of the Reference Interest Rate occur, a new taxation basis would be valid starting
the first day of the month following the stated amendment. Accordingly, the new REIC law retained

this special tax provision, despite earlier suggestions to decouple the applicable tax rate from the ECB
reference interest rate, given the potentially disproportionate tax burden this linkage may create during
periods of elevated interest rates.

This tax, which is payable by the REIC itself, exhausts the tax liability of both the REIC and its
shareholders, and the dividends distributed by the REICs are exempt from dividends’ withholding tax. In
other words, REIC’s direct shareholders have no further tax liability upon receipt of dividends.

Capital gains

Any capital gains arising from the transfer of non-listed REIC shares on the Athens Stock Exchange are
exempt from income tax in Greece.

By contrast, if a REIC sells listed shares, a 0.1% listed stock sales tax will apply to the value of the shares
transferred (reduced from the previous 0.2% for sales of listed shares settled on or after January 2, 2024).

Other taxes

From January 1, 2014, REICs are subject to the Annual Real Property Ownership Tax (the so-called ‘ENFIA’
tax). The ENFIA tax, in the case of legal entities, consists of a main and a supplementary tax. The main
tax is calculated based on a statutory formula that takes into account a variety of features specific to the
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property (size, location, zone price, surface, age, use, facade, and other characteristics of the property), @
and is assessed directly by the Greek tax authorities. The supplementary tax is assessed on the total tax BACK
value of all of the taxpayer’s property from the first euro, and its rate is generally 0.55%, reduced to 0.1% ToP

if the property is self-used by the owner for its own business. REICs are fully subject to both the main and
the supplementary taxes.

The issuance of shares by a REIC, as well as the transfer of real estate to the REIC, is exempt from all
taxes, duties, including digital duty on transactions, contributions, levies, and charges. In this context,
REICs are fully exempt from the Real Estate Transfer Tax (‘RETT’) and the local municipality surcharge,
levied at 3.09% on the purchase price or the objective (tax) value of the property (generally payable by
the purchaser/buyer) on the acquisition of real property.

However, these exemptions do not apply to income tax on any capital gain arising from the contribution

of assets by third parties to the REIC. Transfers of real property rights held by a REIC are subject to Real
Estate Transfer Tax. In other words, when a REIC transfers real property, the purchaser of such property is
not exempt from RETT.

Withholding tax

REICs are exempt from income tax on income derived from dividends, interest, and royalties, both Greek-
sourced and foreign, with the exception of domestic dividends (see below).

In respect of interest on bond loans, the income tax exemption is valid, provided that the bonds were
acquired at least 30 days before the interest payment date. Otherwise, such interests are subject to
withholding tax at a 15% rate, which exhausts the tax liability of the REIC for the respective income.

Dividends received by a REIC from Greek entities are subject to withholding tax at 5%, which can be

offset against the special tax imposed on the REIC’s average net investments described above under the
section ‘current income’. Any unused amount may be carried forward to be set off against a tax on average
investments in future tax returns.

Accounting rules

The REIC is required to follow IFRS and must prepare individual and consolidated annual and semi-
annual financial statements, which must be audited by a statutory auditor and submitted to the Hellenic
Capital Market Commission.

3.2 Transition requlations

Conversion into REIC status

Tax benefits upon mergers, spin-offs, etc. of real estate companies

Greek REICs enjoy the tax benefits provided by the recently issued law 5162/2024 for certain cases of
mergers, spin-offs etc. Benefits available may include exemptions from transfer taxes and capital gains.

3.3 Registration duties

Registration duties

Exemption from any Greek taxes and duties, including digital duty on transactions (which replaces stamp duty as
of 1 December 2024), and Capital Accumulation Tax on REIC’s share issue
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The issuance of shares by a REIC, as well as the transfer of real estate to it, is exempt from all Greek
taxes, duties (including the digital duty on transactions), contributions, levies, or charges in favour of
the Greek State, legal persons governed by public law, and third parties.

Based on the wording of the REIC law, it can be inferred that Capital Accumulation Tax (CAT) — typically
levied at a rate of 0.2% on share capital injections, except where the injection concerns the initial share
capital of a company (in which case CAT is not imposed) — does not apply in the case of share capital
injections into a REIC.

Tax treatment at the shareholder level*™*

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
- Tax-exempt on dividends received from REIC = - Tax-exempt on dividends received N/A
- Exempt from capital gains tax on the sale of from REIC
sharesin a non-listed Greek REIC - Exempt from capital gains tax on the
- If the REIC is listed, the gain is taxed at 22% sale of shares in a Greek REIC

*** The REIC law does not distinguish between individual and corporate shareholders, whether resident
or non-resident; its provisions apply generally to shareholders. Any differentiation stems from other
provisions of domestic tax law.

Corporate shareholder

The taxation of dividends distributed by the REIC should be exempt from any Greek withholding tax as well
as corporate income tax at the level of the corporate shareholder, according to the wording of the law.

Capital gains arising from the sale of shares in a non-listed Greek REIC are exempt from income tax. If the
REIC is listed, the gain is currently taxed at 22% from FY 2021 onwards.

Individual shareholder

Whilst dividend income from REICs received by an individual shareholder is exempt from income tax,

it was subject to special solidarity tax at rates up to 10% until December 31, 2022. In particular, the
special solidarity tax was imposed on the individual’s total income, whether exempt or not. Note that
income from capital (e.qg., dividends, interest, capital gains, etc.) received by an individual shareholder
was exempt from special solidarity tax for FY 2020, 2021 and 2022. However, the special solidarity tax
has been abolished for all income categories from January 1, 2023, onwards.

Capital gains arising from the sale of shares in a non-listed Greek REIC are exempt from income tax.
If the REIC is listed, the gain will be taxable only where the seller owns more than 0.5% of the share
capital of the listed REIC. Accordingly, most retail investors should be exempt. As noted above, the
gains are no longer subject to special solidarity tax.

Withholding tax

N/A
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4.2 Foreign shareholder @
B?SK
TOP
Corporate shareholder Individual shareholder Withholding tax
- No Greek withholding tax on dividends - No Greek withholding tax on dividends N/A
paid by REIC paid by REIC
- Exempt from capital gains tax on - Exempt from capital gains tax on the sale of
the sale of shares in Greek REICs in shares in Greek REICs in most cases
most cases

Corporate shareholder

Dividends distributed by the REIC to a non-resident corporate shareholder should not be subject to
withholding tax in Greece. Capital gains arising from the sale of shares in a non-listed Greek REIC are
exempt from income tax. Capital gains from the sale of shares in listed REICs are also exempt on the
additional condition that the foreign shareholder does not maintain a permanent establishment in
Greece where the gain can be attributed.

Itis not clear whether Greek REICs can benefit from double tax treaties entered into by Greece.

Individual shareholder

Dividends distributed by the REIC to a non-resident individual shareholder should not be subject to
withholding tax in Greece. Capital gains arising from the sale of shares in a non-listed Greek REIC

are exempt from income tax. Capital gains from the sale of shares in listed REICs are exempt if the
shareholder is resident in a double tax treaty country and can access the treaty (regardless of whether
the Greek REIC can access the treaty, see below). Irrespective of residence, no income tax is levied on
the gain if the seller owns less than 0.5% of the share capital of a listed company.

Withholding tax

N/A

5 Treatment of the foreign REIT and its domestic shareholder

Foreign REIC Corporate shareholder Individual shareholder
No specific tax privilege No specific provision No specific provision
Foreign REIC

The Greek REIC law only applies to Greek REICs and does not cover the cases of foreign REICs. Foreign
REICs have not been dealt with by the Greek tax authorities, and therefore, it is unclear as to the
treatment of foreign REICs under Greek law.

As such, the exact treatment should be determined on a case-by-case basis.

Domestic corporate shareholder

There is no specific tax provision dealing with the taxation of income received by a company resident in
Greece from a non-resident REIC. In the absence of specific rules, it is expected that such foreign-sourced
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income should be taxed in the hands of the Greek corporate shareholder according to the general rules
applicable to income from a foreign source.

Dividends from EU-qualifying subsidiaries will be exempt from tax, provided that the conditions of the
EU Parent/Subsidiary Directive are met. If the dividend income does not qualify for exemption under
the EU Parent/Subsidiary Directive, then it is taxed as normal business income at 22%, with a credit
for any tax withheld at source. If the participation that is distributing the dividends is in the EU, then
an unlimited foreign tax credit is provided for both the dividends withholding tax and the underlying
corporate income tax.

As of tax year 2025, the income tax exemption available to Greek tax resident legal entities in the case of
EU qualifying subsidiaries has been extended to cover dividends received from subsidiaries established
in third countries as well, provided the same conditions are met —namely, a minimum 10% shareholding
participation for at least 24 months. However, an additional condition now applies: the distributing entity
must not be established in a non-cooperative jurisdiction.

Domestic individual shareholders

There is no specific tax provision dealing with the taxation of income received by an individual resident
in Greece from a non-resident REIC. In the absence of specific rules, it is expected that such foreign-
sourced income should be taxed in the hands of the Greek individual shareholder according to the
general rules applicable to income from a foreign source.

A final tax of 5% is imposed on the value of dividends, and of 15% on capital gains received.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
REIT 20M Act on Real Estate Investment Companies Corporate type

Traditionally, limited liability companies have been the preferred vehicle for holding real estate
investments in Hungary. The REIT regime was introduced into the Hungarian legislation in 2011. The

key tax benefits arising for the investor from a Hungarian REIT structure are that the income generated
by the REIT is, as a main rule, not taxable from Hungarian corporate income tax and local business tax
perspective and distributions from the REIT paid to corporate shareholders are not subject to withholding
tax in Hungary.

The REIT is governed by the Act on Real Estate Investment Companies (the ‘Act’). Public limited
companies with a minimum starting capital of HUF 5 billion and which are registered as a REIT (upon the
request of the company) with the Hungarian Tax Authority (the ‘tax authority’) may qualify as REITs if
the conditions are met. The aim of the Act was to introduce the EU-wide known REIT structure into the
Hungarian market.

The law acknowledges the following entities as REITs!'

e Areal estate investment pre-company;

e Avreal estate investment company; or

* Avreal estate project company (Special Purpose Vehicle, hereinafter ‘SPV’).

The activities of a REIT or its 100% subsidiary SPV should be limited to the following in the territory of
Hungary:

¢ The sale of their own real estate;

e Therental and operation of their own real estate (including particularly real estate investment for
operation purposes, rental and operation of real estate owned by the Hungarian government or state,
operating own warehouse and stock room, and rental of a vacant warehouse and stock room);

e Property management and facility management;
* Asset management; and

e Real estate project development.

Advantages of a Hungarian REIT structure:

e Unlike Hungarian real estate funds, a REIT is able to hold shares in a project company that can also
benefit from the REIT regime;

e Corporate income-tax-free status is available at REIT and SPV levels (including gains on asset deals);
e Local business tax-free status is available at REIT and SPV levels (including gains on asset deals);
e REITs do not have to pay the Fund tax based on their net assets; and

e REITs are subject to only a 2% real estate transfer tax (RETT) levied on the transfer of Hungarian real
estate or any rights related to such property and also on the acquisition of shares in companies owning
domestic real estate (real estate holding company).

1 Reference to ‘REIT’ in this document, includes real estate investment pre-companies, real estate investment companies, or real estate
project companies under the preferential regime. Reference to only one of those entities should be understood as a reference to that
type of entity only.
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Limitations and obligations:

* REITs’ management has an obligation to have dividend proposed to be paid out at 90% of the REITs’
profits or distributable monetary assets each year, while SPVs in the regime have an obligation to have
dividend pay-out proposed by management at 100% of their profits or distributable monetary assets
each year as dividends;

e Astarting capital of HUF 5 billion is required for a REIT;
e Strict registration obligations are administered by the tax authority;
e Limitations exist regarding top management; and

e A compulsory quarterly market valuation of the property portfolio is required for REITs.

Sector summary*

Number Number in EPRA Sector mkt
of REITs REIT Index cap (EUR m)

Listing Country

% of Global REIT Index

Hungary 2 0 494.00 0.00%

* All market caps are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global REITs Index
(EPRA, June 2025).

Requirements

2.1 Formalities/procedure

Key requirements

REITs (including pre-companies) have to be registered with the tax authority. Strict formal and practical
requirements should be met

REITs (including pre-companies) have to be registered with the tax authority. Registration is only
possible if REITs have no outstanding tax liabilities with the tax authority or customs authority or at local
municipalities.

During the registration procedure, information - amongst others, the deed of foundation, availability
of registered capital, related parties, name of the auditor and detailed information about the senior
management - should be filed.

REITs (including SPVs) should notify the tax authority within 30 days if there have been any significant
changes to their status (including any changes to SPVs held).

REITs should not be undergoing voluntary closure, bankruptcy or liquidation procedures prior to or during
their reqgistration.

REITs should have experienced managers, who have a college or university degree, at least three years of
managerial experience and a clean criminal record. Further independence requirements should also be met.

REITs (including SPVs) should revalue their properties and accounts every quarter.
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2.2

2.3

2.4

Legal form/minimum share capital

Legal form Minimum share capital

Publicly Limited Company HUF 5 billion

Legal form

A REIT should be a public limited company and broadly, at least 25% of the shares should be tradable on
controlled financial markets (i.e. certain defined stock exchanges).

Minimum share capital

The minimum share capital (registered capital, capital reserve and profit reserve) is HUF 5 billion.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory
Limitation for banks and insurance companies and Yes, as a general rule, 25% of the shares should be
other REITs traded on controlled financial markets

Shareholder requirements

At least 25% of the shares should be tradable on controlled financial markets (i.e. certain defined stock
exchanges). At least 25% of the shares should be owned by minority shareholders (below 5% each). Direct
voting rights in a REIT by banks and insurance companies altogether are limited to 10%.

REITs are allowed to own only a maximum of 10% of shares or voting rights in other REITs.

Asset level

Restrictions on activities/investments

Investment policy limitations and liabilities are similar to those of real estate investment funds in Hungary

A REIT cannot have shares in another company other than an SPV, other REITs or companies whose main
activity consists of real estate building project management. REITs cannot have more than 10% shares or
10% of the voting rights in any other REIT.

Besides real estate, the assets of REITs may include assets that are necessary for performing their
requlated activities and cash and cash equivalents (including bonds issued by governments or financial
institutions), shares of entities issued in requlated markets, appropriate interest in other REITs, REIT SPVs
or SPVs who engage in real estate building projects, or hedge agreements on FX risks associated to their
real estate activities or debt and interest repayments.

However, 70% of the total assets should be in the form of real estate. A single real estate asset or shares
in other REITs should not make up more than 30% of the total assets. When performing this calculation,
the revaluation of the real estate (recognised in line with the Hungarian Act on Accounting) should be
considered as well. However, in the case of REITs performing bookkeeping under IFRS, the value of real
estate already includes the revaluation, regardless of the valuation model applied.
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The supervisory board’s permission is required when purchasing an asset with an asset value exceeding @
10% of the REIT’s total assets. If the REIT uses a one-tier system, where the board of directors are BACK
responsible for both the directory and supervisory duties, the supervisory board’s permission can be Top
considered as granted if the majority of the independent parties’ members vote for the acquisition of the

asset exceeding the 10% of the REIT’s total assets.

2.5 Leverage

Leverage

Debt is limited to 65% of the value of the real estate assets

The REIT’s liabilities (other than equity) should not exceed 65% (SPV 70%) of the value of its real estate
assets and investments.

2.6 Profit distribution obligations

Operative income Capital gains Timing

- Any expected dividends should be To the extent that it is included in the Annually
distributed REITs” income, any capital gain realised

- SPVs should distribute their total profits ~~ON the disposal of real estate or shares in

of distributable monetary assets other entities should be distributed

The REITs’ board of directors have an obligation to make an offer regarding the acceptance of dividends
stipulated as expected dividends in their deed of foundation. In case of acceptance, the distribution of
the profit should take place within 30 trading days after the annual report has been accepted by the
shareholders. If the available cash amount does not reach the value of expected dividends, then at least
90% of the distributable monetary assets have to be distributed.

SPVs have the same obligation, but they need to pay dividends at 100% of their distributable monetary
assets each year. Distribution of the profit should take place within 30 trading days after the annual report
has been accepted by the shareholders.

REITs and SPVs should not enter into any agreement which limits their dividend payment obligation
(except for loan agreements with financial institutions).

2.7 Sanctions

Penalties/loss of status rules

REITs that do not meet the requirements are deleted from the records and lose tax privilege

The tax authority will delete REITs from its records if the requirements are not met or not corrected within
90 days.

REITs should start their activities within six months of registration, and they cannot suspend their
activities for more than six months; otherwise, the tax authority will delete them from its records.
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REITs that do not meet the requirements determined by law cannot apply the benefits (from the day when @
the resolution on the deletion from the registry issued by the tax authority becomes effective). From that BACK

point onwards, the REIT will be taxed similarly to an ordinary company. ToP

As a general rule, if the real-estate pre-company is not registered as a REIT, then it is liable to pay twice
the corporate income tax and local business tax that were due without applying for the REIT regime’s tax
benefits. A similar rule should be applied to the SPVs of pre-companies.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/local business tax/withholding tax

Operative income Capital gains Withholding tax
- Corporate income tax and local business Received capital gains are No withholding tax in Hungary
tax-free status are available for REITs and tax-free for corporate income for profit distributed to
SPVs tax and local business tax entities other than individuals
- Certain related-party transactions could purposes

be subject to corporate income tax if arm’s
length prices are not met

Operative income

REITs should calculate their corporate income tax base according to the general CIT rules - with some
exceptions; however, their corporate income tax base is not subject to tax.

Transactions with related parties that are not REITs are subject to transfer pricing rules. The difference
between the arm’s length prices and the applied prices in such transactions could be subject to corporate
income tax at the REIT level. Income realised on transactions with related parties, which are not subject to
the Hungarian REIT legislation, will be subject to Hungarian corporate tax.

Tax losses cannot be carried forward.

REITs local business tax base is tax-free.

Capital gains

By default, received capital gains are part of the profit before taxation. The received capital gains, as part
of the total income of REITs, are free from corporate income tax and local business tax.

If a REIT owns more than 10% of the shares of a real estate project development company, then the
capital gain realised on the sale of the shares or the gain realised on in-kind contribution will be subject to
corporate income tax.

Foreign taxes

Considering that any REIT’s income is tax-free, it is not possible to credit or exempt foreign taxes on
foreign-sourced income.
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3.2

3.3

Accounting rules
Aninterim audit is required after the registration and deregistration.

REITs should revalue their real estate units at least quarterly. For the revaluation, the general accounting
rules are applicable. If the market value of a real estate unit is higher than its accounting book value, then
the difference might be accounted for as extraordinary depreciation and/or as capital depending on the
revaluation result (positive/negative) on the real estate units. In the case of REITs performing under IFRS
(including SPV), the value of the real estate has to be determined based on a revaluation model or fair
valuation model.

Apart from the above revaluation, there are no special accounting rules applicable exclusively to REITs.
REITs (i.e. entities whose shares are traded on the requlated market) have to use IFRS instead of

Hungarian GAAP for local reporting purposes once their shares are introduced to the regulated market.

Transition requlation

Conversion into REIT status

Possible

If a pre-company fulfils the requirement of REIT law, then it has to initiate the REIT registration.

Registration duties

Registration duties

No duty on capital contribution

The registration fee at the Court of Registration is currently HUF 100,000 (around EUR 248) for public
limited liability companies.

Thereis no duty on capital contribution, except RETT, if the subject of the contribution is a real estate unit.

4, Tax treatment at the shareholder level

4.1

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Dividends received are tax- - Individual shareholders are subject There is no dividend
deductible for CIT purposes to a15% personal income tax on their withholding tax in Hungary on

- Capital gains are subject to dividend income dividends paid to non-private
corporate income tax; however, - Dividends are subject to a 13% social individual entities
participation exemption rules contribution; however, if the individual
could apply shareholder’s annual income exceeds

24 times the monthly mandatory
minimum wage, the exemption could
be applied
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Corporate shareholders @

BACK
TO
According to the general rules, dividends received by corporate shareholders are tax-deductible for CIT ror

purposes in Hungary.

Capital gains are subject to corporate income tax; however, the general participation exemption rules
could apply. Domestic or foreign participation can be considered as an ‘announced participation’, and
this should be reported to the tax authority within 75 days of the acquisition. The capital gains on such
participations held for at least one year are exempt from corporate taxation. Any loss on write-offs,
foreign exchange or losses incurred when cancelling from the books (except during transformations)
should be added back to the corporate income tax base.

Individual shareholder

Individual shareholders are subject to a personal income tax of 15% on their dividend income. There is a
13% social contribution tax on dividends unless the individual’s annual taxable income exceeds 24 times
the mandatory monthly minimum wage (in FY25, HUF 6,979,200, around EUR 17,307). The personal
income tax and the social contribution tax charge (if applicable) should be deducted and paid to the tax
authority by the REIT.

Capital gains on the sale of shares in REITs are subject to personal income tax at 15%. Direct expenses
related to the acquisition of the shares are deductible. There is a 13% social contribution charge
(exemption, as described above) on capital gains not derived from securities on an EEA exchange market.

Withholding tax

Hungary has no dividend withholding tax on dividends paid to non-private individual entities.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

- Distributed dividends are - Foreign individual shareholders are There is no dividend withholding
not subject to Hungarian subject to personal income tax at 15% taxin Hungary
corporate income tax on their dividend income

- Treaty rates may apply

- Individuals not resident for social security
purposes are not subject to social
contribution tax on dividends and
capital gains

Corporate shareholders

Distributed dividends are exempt from Hungarian corporate income tax even if the receiveris not a
Hungarian entity.

Hungarian REITs listed on an accepted stock exchange should not be qualified as real estate holding
companies for Hungarian corporate tax purposes; therefore, the capital gains realised on the sale of
shares in such Hungarian REITs should not be subject to corporate income tax in Hungary.
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Individual shareholder @
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Foreign individuals are only liable for personal income tax at 15% on gains realised on the sale of shares; ToP
however, the tax can be reduced or eliminated by an applicable double taxation treaty. Individuals not resident
for social security purposes are not subject to social contribution tax on dividends and capital gains.

Withholding tax

There is no dividend withholding tax in Hungary on dividends paid to non-private individual entities.

5 Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder
- Capital gain on the sale of shares - Received dividends are - Individual shareholders are
of real estate companies could be generally exempted subject to personal income tax
subject to Hungarian corporate - Capital gains are subject to at 15% on their dividend income
income tax corporate income tax; however, = - Dividends are subject toa13%
- Treaty exemptions may be applicable participation exemption rules social contribution; however,
could apply if the individual shareholder’s

annual income exceeds 24
times the monthly mandatory
minimum wage, the exemption
could be applied

Foreign REIT

Foreign REITs could be taxed on Hungarian source income and capital gains on taxable Hungarian
properties.

The sale of a share in a so-called Hungarian real estate holding company is subject to corporate tax.

Real estate holding companies, for Hungarian CIT purposes, are business entities whose shares are

not traded on a recognised exchange market. In addition, real estate holding companies are those that
also own real estate in Hungary, constituting more than 75% of the balance sheet value of their assets

or the consolidated balance sheet with their related parties. Their shareholders should be residents in
jurisdictions that do not have tax treaties with Hungary or where the treaty allows Hungary to levy tax.
The tax is based on the selling price of the shares, reduced by the purchase price paid and other justifiable
costs. The tax can be reduced or eliminated by an applicable double taxation treaty.

In the case of Hungarian real estate transactions, treaty rules are applicable.

Corporate shareholders

Dividends received from foreign sources (including foreign REITs) are free from Hungarian corporate
income tax unless the foreign payer qualifies as a controlled foreign company.

Capital gains are subject to corporate income tax; however, participation exemption rules could apply.

A domestic tax credit system is available for companies in order to avoid double taxation on foreign-
source income. Hungarian tax treaties apply either the exemption or the credit method to prevent
double taxation.
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Individual shareholder @
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Under its double taxation treaties, Hungary mainly gives tax relief by way of exemption. The wording

of each double-taxation treaty should be considered on its own merits. If the income is derived from a
jurisdiction that does not have a tax treaty with Hungary, then the individual shareholders are subject to
personal income tax at 15% tax on their dividend income from that source. However, foreign withholding
tax can be credited against the Hungarian tax liability with certain limitations.

By default, the 13% social contribution charge on dividends not derived from securities on an EEA
exchange market is applicable; however, a possible exemption could be investigated for each case.?
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1 General introduction @
TToop
Citation REIT type
Introduced by the Finance Act 2013 Corporate entity

Irish REITs, as a property investment vehicle, provide an opportunity for a diversified investment in

real estate to both Irish and overseas investors. In addition, REITs allow smaller-scale investors the
opportunity to generate property investment returns in a regulated environment. Since the introduction
of the Irish REIT legislation in Finance Act 2013, four REITs (Green REIT plc, Hibernia REIT plc, IRES REIT,
and Yew Grove REIT plc) have been established in Ireland. Between them, they managed to raise more
than EUR 2 billion. In 2019, Green REIT was sold and ceased to be a REIT. In 2022, Yew Grove Reit PLC and
Hibernia REIT plc ceased to be REITs. The only remaining Irish REIT is IRES REIT.

Sector summary*

o : o
Listing Number of REITs Number in EPRA Sector Mkt Cap % of Global

Country REIT Index (EUR m) REIT Index

Ireland 1 1 587.11 0.04%

Top one REIT*

Mkt Cap 1yr return .. % of Global
Company name (EUR m) (EUR) % Div Yield REIT Index
Irish Residential 534.93 17.62% 4% 0.04%

Properties REIT

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

- Notice must be filed to become a REIT/Group REIT
- Certain conditions for REIT/Group REIT status

A notice must be filed with the Irish Revenue Commissioners to become a REIT. The notice shall contain a
statement to the effect that the REIT or a principal company of a ‘Group REIT’ is:

i. Incorporated under the Irish Companies Acts 1990;
ii. Residentinlreland for Irish tax purposes and not resident in another country;

iii. Listed on the main market of a recognised stock exchange in an EU Member State; and

EPRA 53 Deloitte.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 IRELAND - REIT

iv. Not a closely controlled company for corporation tax purposes (unless owned by certain qualifying @
investors such as Irish pension funds, Irish life businesses, Qualifying Investor Alternative Investment BACK
Funds (QIAIF) (an Irish requlated non-UCITs fund structure), Irish charities, and the National Asset Tor

Management Agency (NAMA).

In respect of conditions (iii) and (iv), the REIT or principal company of a Group REIT has a grace period of
three years from when it becomes a REIT to meet these conditions. This will enable companies to acquire
REIT status and then have three years to diversify their shareholders and obtain a listing.

In addition, each of the following conditions should be met by the REIT or the Group REIT for each
accounting period:

i. Atleast 75% of the aggregate income of the REIT or Group REIT must derive from carrying on a
property rental business;

ii. The property rental business conducted by the REIT or Group REIT must consist of at least three
properties. The market value of any one of these properties should not exceed 40% of the total
market value of the property rental portfolio held by the REIT/Group REIT;

iii. The REIT or Group REIT must maintain a ratio of at least 1.25:1in respect of property income and
property finance costs to property finance costs;

iv. Atleast 75% of the aggregate value of the assets of the REIT or Group REIT relate to assets of the
property rental business;

v. The debt of the REIT or the Group REIT shall not exceed 50% of the market value of the assets of the
REIT or Group REIT; and

vi. Subject to having sufficient distributable reserves, at least 85% of the REIT’s or Group REIT’s
property income must be distributed to shareholders within nine months of the year-end.

In respect of condition (ii) above, the REIT or Group REIT has a grace period of three years from when it
becomes a REIT to meet this condition.

Every REIT or principal company in respect of a Group REIT shall, by February 28 each year, make a
statement to the Revenue Commissioners confirming that the above conditions have been met.

Since January 1, 2015, where subsequent to the initial notice referred to above, a new company is
incorporated or acquired by the Group REIT as a wholly owned subsidiary, an amended notice must be
filed with the Revenue Commissioners (Form REIT 2A). The amended notice must be made within 30 days
of the new company becoming a member of the Group REIT. This amended notice must specify:

*  The date from which the new company will become a member of the Group REIT;

* Astatement that the conditions referred to above in relation to the Group REIT are reasonably
expected to be met at the end of the accounting period in which the amended notice is made; and

e Alist of all the members of the group to which the Group REIT designation will apply.

Where the above-amended notice is not made within 30 days from the date the new company becomes
a member of a Group REIT, the principal company shall be deemed to have made a notice to the Revenue
Commissioners that it has ceased to be a Group REIT from a date that is 30 days after the date the new
company became a member of the group.
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2.2 Legal form/minimum share capital @

TOP
Legal form Minimum share capital

The REIT must be an Irish-incorporated company listed = A Public Limited Company (PLC) must have an allotted
on a main market of a recognised stock exchange in an share capital of not less than EUR 25,000
EU Member State

Legal form

The REIT or a principal company of a Group REIT must be listed on the main market of a recognised stock
exchange in an EU Member State.

The REIT or principal company of a Group REIT must be an Irish tax resident and an Irish incorporated
company.

Other members of a Group REIT need not be Irish incorporated and can be tax-resident outside of Ireland.
Minimum share capital

Public Limited Companies must have a nominal value of share capital of not less than EUR 25,000. An
Irish REIT may only have one class of ordinary shares, but it is allowed to offer non-voting preference
shares that carry no rights to dividends other than dividends at a fixed rate.

2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Must not be a ‘close’ company The principal company of a REIT needs to be listed on
- A single corporate shareholder may not own 10% or a main market of a recognised stock exchange in an EU
Member State

more of the shares/voting rights

Shareholder requirements

The REIT must not be a ‘close company’. Broadly, a company is ‘close’ where it is controlled by five or fewer
shareholders. However, where a listed company is under the control of five or fewer participators, it shall
not be treated as close if shares in the company carrying not less than 35% of the voting power are ‘held
by the public’. Broadly, shares are considered ‘held by the public’ if the shares do not comprise part of a
principal shareholder’s holding. A principal shareholder is a shareholder that possesses more than 5% of
the voting power of the company, and where there are more than five such shareholders if such a person is
one of the five persons who possess the greatest percentages. Shares held by pension funds or non-close
companies will be considered ‘held by the public’.

The close company rule will not apply where the shares in the REIT or the principal company of a Group
REIT are controlled by qualifying investors, i.e., Irish pension funds, Irish life businesses, QIAIFs, Irish
charities, and NAMA.

Where a shareholder holds 10% or more of the share capital with voting rights in the REIT or the principal
company of a Group REIT or is entitled to 10% or more of a distribution and the REIT or Group REIT has not
taken reasonable steps to prevent a distribution to such a shareholder, then the REIT or Group REIT shall
be deemed as receiving an amount of income equal to the amount of the distribution to the shareholder.
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24

This income shall be taxable at the 25% rate, and no loss allowance or expense may be set against it for @
the purposes of calculating the amount chargeable to tax. The 10% shareholding rule does not apply to a v
qualifying investor, i.e., Irish pension funds, Irish life businesses, QIAIF, Irish charities, and NAMA. R

Itis not clear what will be considered as ‘taking reasonable steps’, and there is no guidance to date on this point.

The above penalty for excessive shareholdings will not apply in the first three years of the REIT. This
provision should give the REIT time to attract new investors and thus diversify its shareholders.

Listing requirements

As stated above, to qualify as a REIT, the company must be listed on a main market of a recognised stock
exchange in an EU Member State. The requirement for the listing to be on a main market, compared to
listing on a smaller alternative market, will result in additional costs/requlations and may deter smaller
vehicles from taking up REIT status.

Asset level/activity test

Restrictions on activities/investments

- Atleast 75% of the REIT or Group REIT’s aggregate income must be derived from the property rental business

- Atleast 75% of the market value of the REIT must relate to assets of the property rental business

- Within three years of commencement, the REIT must hold at least three separate assets, none of which has a
market value in excess of 40% of the market value of the property rental assets

- The REIT can hold Irish and non-Irish assets

- The property rental assets may be either commercial, industrial or residential

A REIT can carry on a non-property rental business (the residual business). However, 75% of a REIT

or Group REIT’s aggregate income must derive from its property rental business, that is, the business
generating rental income from properties. Capital gains on the sale of assets are not considered income
for the purposes of the 75% income test.

Where the REIT or Group REIT raises cash either by selling a rental property or raising cash from the

issue of ordinary share capital and invests the cash in non-property rental assets, then the profits from
such investments will be treated as profits of the property rental business during the first 24 months
following the sale or share issue (reinvestment provision). Following the 24 months period, the profits will
be treated as profits of the residual business. This should give REITs time to consider various reinvestment
opportunities. It should be noted that the reinvestment provisions will not apply to funds raised by way of
a preference share issue.

In addition to the income test, there is an asset test that requires that 75% of the market value of the
REIT or Group REIT relates to assets of the property rental business. On a strict technical reading of the
legislation, the reinvestment provisions will only apply to the 75% income test and not to the 75% asset
test. However, we understand the revenue is prepared to apply the reinvestment provisions to the 75%
asset test. Therefore, proceeds from share issues and property sales should be treated as property rental
assets for a period of two years. The 75% asset and income test should limit the amount of investment in
non-property rental generating assets.

In the case of a Group REIT, the 75% asset and income test will be determined using the consolidated
accounts of the group.

A REIT or Group REIT must hold at least three separate property rental assets directly, and no one of
these assets can exceed 40% of the market value of the total portfolio.

Qualifying properties may be residential, industrial, or commercial and in any location worldwide.
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2.5

2.6

Offices used in carrying on the business of the REIT itself are unlikely to be considered property rental
assets for the purposes of the asset tests mentioned above. It should also be noted that if these offices
cease to be used for the residual business and begin to be used for the property rental business, the asset
shall be deemed to have been sold and reacquired by the REIT at market value. The deemed gain will be
subject to Capital Gains Tax at 33%.

Leverage

Leverage

Profit/financing ratio

The REIT or Group REIT must maintain a profit/financing ratio of at least 1.25:1. The ratio is calculated as
follows:

Property income plus property finance costs: property finance costs

Property financing costs will include interest, net swap or hedging costs, and fees such as arrangement
and commitment fees associated with raising debt finance.

Increases in interest rates or drops in rental yields may negatively impact this ratio and result in a penalty
as described above. In addition, it may result in the company or group’s REIT status being cancelled.

While the profit/financing ratio appears generous, it will need to be considered in conjunction with the
requirement that debt shall not exceed 50% of the market value of the assets of the REIT/Group REIT, i.e.,
all of the assets of the REIT/Group REIT and not just property rental assets. In general, while the financing
costs should be monitored, Irish REITs should be in a position to meet the 1.25:1 financing ratio.

Profit distribution obligations

Property income Capital gains Timing
85% of property income must be Must be reinvested or On or before the tax return filing date
distributed to shareholders distributed within 24 months, for the relevant accounting period

after which it forms part of
property income

Property rental income

At least 85% of property rental income earned by the REIT/Group REIT in an accounting period must be
distributed to shareholders on or before the REIT’s tax return filing date, i.e. within nine months of the
period/year-end.

Where a REIT fails to make the required distribution, the REIT or the principal company of the REIT will be
chargeable to tax at 25% on:

i. where no distribution is made, the amount chargeable will be equal to 85% of the property income for
the period; or

ii. Where a distribution is made, but it is less than 85% of the property income, then the amount
chargeable will be the difference between the distribution made and the amount equal to 85% of the
property income.

No deductions may be made in arriving at the amount chargeable to tax.

®

BACK
TO
TOP

EPRA o Deloitte.

REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 IRELAND - REIT

It should be noted that where the REIT is restricted under company law from distributing all or part of the @
property income (e.g., the company does not have sufficient distributable reserves), then regard will be had BACK
to this restriction when calculating the amount chargeable to tax. This will prevent a situation whereby, for ToP
example, a company is penalised for not distributing property rental income even though, under company

law, it was not in a position to make a distribution as a result of not having sufficient distributable reserves.

Capital gains

While previously, the 85% distribution requirement did not apply to gains arising from the disposal of real
estate, with effect from midnight on October 8, 2019, where the REIT or Group REIT disposes of a property
of the property rental business, the ‘net proceeds‘ broadly must, within 24 months of the date of the
property disposal (or by the date the REIT ceases to be a REIT, if earlier), be:

a. Invested in the acquisition of a new property; or

b. Distributed to the shareholders of the REIT or the shareholders of the principal company of the Group
REIT, as the case may be.

Amounts not so reinvested or distributed will, at the end of the 24-month period, then be treated as part
of the REIT’s property income, 85% of which must be distributed annually. Any shortfall will be subject to
tax at 25%.

Other profits

There is no requirement to distribute non-property rental profits. However, as mentioned, these will be
considered ‘bad’ assets for the purposes of the 75% asset test, and any income deriving from them will be
considered ‘bad’ income for the purposes of the 75% income test.

2.7 Sanctions

Penalties/loss of status rules

Tax penalties and potential loss of REIT status

Penalties or the withdrawal of REIT status may arise where any of the conditions (see Section 2.1) are breached.

Every REIT or principal company of a Group REIT shall, by February 28 of each year, deliver a statement
to the Revenue Commissioners confirming that all of the conditions have been met throughout the most
recently ended accounting period. Where a condition has been breached, and it is not possible to make
such a statement, the REIT or the principal company of a Group REIT shall provide details of the revenue
of the breach and how it intends to rectify such breach. Where, within a reasonable period of time, as
determined by the Revenue Commissioners, the REIT or the principal company of a Group REIT fails to
rectify the breach, then the Revenue Commissioners may issue a notice withdrawing REIT status, and this
withdrawal will take effect from the end of the previous accounting period.

The fact that a REIT will be given time to rectify a breach should ensure that a company does not
automatically lose its REIT status due to an unavoidable breach, e.g., an increase in interest rates, a drop
in rental yields, or property values etc.

In addition, penalties may arise in the following circumstances:

1. Where a shareholder holds 10% or more of the share capital with voting rights in the REIT or Group
REIT oris entitled to 10% or more of a distribution, and the REIT or Group REIT has not taken
reasonable steps to prevent a distribution to such a shareholder, then the REIT or Group REIT shall be
deemed as receiving an amount of income equal to the amount of the distribution to the shareholder.
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This income shall be taxable at the 25% rate. (See Section 2.3 above);

2. The REIT or Group REIT must maintain a profit financing ratio of at least 1.25:1. Where this
requirement is breached, the REIT shall be chargeable to tax at the rate of 25% on the amount by
which the property financing costs would have to be reduced for the property financing cost ratio to
equal 1.25:1. (See Section 2.5 above); or

3. Where a REIT fails to make the required 85% distribution, the REIT or the principal company of the
REIT will be chargeable to tax at 25% on the amount that was not distributed. (See Section 2.6 above)

Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- Income from a property rental business is - Gains realised on disposals of Property income
exempt from corporation tax assets used in the property rental dividends paid by the

- Residual business income is taxable at business are not subject to tax REIT are subject to
mainstream CT rates (i.e., 12.5% on trading - Gains on the disposal of other Dividend XVithhoIding
profits, 25% on passive income or income investment assets are subject to Taxat 25%
from an ‘excepted trade’) Capital Gains Tax (currently 33%)

- Deposits of a REIT or a Group REIT are exempt | - Profits from trading in undeveloped
from deposit interest retention tax (DIRT) land are taxed at 25%

Property rental income

Income from the property rental business is not subject to corporation tax. Non-rental business income
(residual income) will be taxable at the rate of 25% unless such activities constitute a trade (other than an
‘excepted trade’, as defined by Irish tax law), in which case such profits will be taxable at the 12.5% rate.

Capital gains

Capital gains or losses that arise on the disposal of property used in a REIT’s or Group REIT’s property
rental business are not chargeable to tax.

The REIT or Group REIT may develop property for use in its property rental business. Profits on the
disposal of such developed properties may be taxable at the rate of 25% if the cost of such development
exceeds 30% of the market value of the property at the date on which the development commenced, and
the property is sold within three years of the completion of development.

Thus, if the development costs do not exceed 30% of the market value of the property at the date on which
the development commenced or if the development costs exceed the 30% threshold but are held for at least
three years after the completion of the development, then any gains on disposal will be exempt.

Where properties are acquired that do not form part of the REIT’s property rental assets and are not

an investment, then profits on the disposal of such assets will be subject to corporation tax at 25%. For
example, if a company acquired a portfolio of properties with the intention of disposing of non-core assets,
then any profits on such disposals would be subject to corporate tax at 25%.
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Dividend Withholding Tax at 25% on distributions will be levied on distributions made to all investors
unless the investor is an exempt qualifying investor, such as a pension fund or certain investment funds.
For non-resident investors, this should be their final liability to tax. Certain non-residents may be entitled
under their tax treaties to recover some of this Dividend Withholding Tax.

Other taxes

Irish stamp duty of 1% will apply to the purchase of shares in a REIT (albeit in certain circumstances, a rate
of 7.5% or 15% may apply).

The REIT itself will pay stamp duty on the purchase of Irish property. The rate of stamp duty on non-
residential property was increased by the Finance Act 2017 from 2% to 7.5%%. Land acquired for
residential development is generally treated as commercial land for stamp duty purposes. However, the
Finance Act 2019 provides for a stamp duty refund of the difference between 7.5% and 2% in respect of
land acquired for the development of residential property where certain conditions are met.

The rate of stamp duty for residential property will generally be 1% on the first EUR 1 million, 2% on the
next €500k, and 6% on any amount in excess of EUR 1.5 million. In certain cases, a rate of 15% will apply.

Foreign tax-resident companies

As mentioned above, a foreign tax resident company may be considered part of a Group REIT. Broadly,
companies that are tax-resident outside of Ireland should not be under the charge of Irish corporation
tax. However, such entities would be subject to the tax regimes in the countries in which they do business
and, therefore, may suffer foreign tax. On repatriation to Ireland, such dividends to the extent paid out of
property rental profits should be exempt. Dividends received by an Irish tax resident company paid out
of non-rental profits, including capital gains, will be subject to tax in Ireland. A credit for foreign taxation
should be available in Ireland to set against Irish tax.

Accounting rules

As the REIT/Group REIT will be listed on an EU stock exchange, it will be required to prepare consolidated
accounts under International Financing Reporting Standards (IFRS).

For periods commencing on or after January 1, 2015, the individual accounts of the parent company and
any of its subsidiaries must be prepared under FRS101, FRS102, or IFRS.

The consolidated accounts prepared under IFRS will be used in determining the 75% asset/income test.
Thus, assets/income such as inter-company debt receivables, interest, and dividends should not be taken
into account in determining the 75% asset/income test.

Transition requlations

Conversion into REIT status

Subject to the below, there is no conversion charge on converting a company to a REIT

However, where the company held property prior to conversion, that property is deemed to have been sold
by the company at market value at the date of conversion. Any gain would be subject to tax at 33%.
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Registration duties

Irish stamp duty of 1% will apply to the purchase of shares in a REIT. In certain cases, a 15% rate may also
apply, i.e., broadly where the REIT holds a portfolio of houses

4 Tax treatment at the shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Distributions from an Irish REIT to - lIrish resident shareholders will be liable - Withholding tax
an Irish corporate shareholder will be toincome tax at marginal rates plus is deducted at 25%
chargeable to tax at 25%, with some Universal Social Charge (USC) and Pay on Property Income
exceptions Related Social Insurance (PRSI) Dividends

- Generally, Capital Gains Tax at 33% will - Capital Gains Tax at 33% will apply to
apply to any gains arising on a disposal any gains arising on a disposal of shares

of sharesina REIT

Corporate shareholder

Subject to certain exceptions, Irish resident corporate shareholders will be liable to corporation tax at the
rate of 25% on income distributions from a REIT.

Capital gains arising from the disposal of shares of an Irish REIT will be taxable at 33%.

Individual shareholder

Irish resident individual shareholders in a REIT will be liable to income tax on distributions at their
marginal rates, together with USC and PRSI. The Irish resident individual shareholders will receive a tax
credit in Ireland for the withholding tax deducted by the REIT on payment of the dividend.

Capital gains arising from the disposal of shares of an Irish REIT will be taxable at 33%.

Withholding tax

Withholding tax is deducted at 25% on Property Income Dividends. Irish resident individuals and
corporations will be able to credit this withholding tax against their final tax liability.

Non-Property Income Dividends will be subject to the normal Dividend Withholding Tax rules. Thus,
Dividend Withholding Tax will be deducted from dividends paid to individuals. Generally, Dividend
Withholding Tax will not be deductible on dividends made to corporations subject to certain conditions
being met.

Irish resident pension funds, insurance companies, and other exempt persons will be exempt from
Dividend Withholding Tax.
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Corporate shareholder Individual shareholder Withholding tax
- 25% final withholding tax for - 25% final withholding - Certain non-residents may be entitled
property income dividends tax for property income to recover some or all of the Dividend
- Disposal of shares in an Irish dividends Withholding Tax deducted from the Irish
REIT is outside the scope of - Disposal of shares in an Irish Revenue Commissioners
Irish Capital Gains Tax REIT is outside the scope of - Otherwise, a foreign investor may be in
Irish Capital Gains Tax a position to claim credit for Dividend

Withholding Tax against taxes in their
country of residence

Corporate shareholder
Foreign shareholders will receive property income dividends net of 25% withholding tax.

Certain shareholders may be in a position to claim a refund or part refund of this Dividend Withholding Tax
from the Irish Revenue Commissioners depending on the provisions of the relevant tax treaty. Note in this
regard that Ireland deposited its ratification instrument with the OECD for the Multi-Lateral Convention to
Implement Tax Treaty Related Measures to Prevent BEPS (‘MLI‘) on January 29, 2019. The MLI, therefore,
needs to be considered in conjunction with the relevant double tax treaty when considering tax treaty relief.

Otherwise, a foreign tax credit should be available against the foreign tax charged on those profits
(depending on the rules of the country in which the corporation is resident).

Other non-property income dividends will be subject to Dividend Withholding Tax, but generally, a
corporate resident in an EU or treaty country or a corporate not resident in a non-EU/treaty country but
under the control of persons resident in an EU or treaty country is exempt from Dividend Withholding Tax.

Normally, the disposal of shares deriving their value from land and buildings in Ireland would be subject to
Capital Gains Tax in Ireland. However, as the REIT will be a publicly listed company, Capital Gains Tax will
not arise from the disposal of such shares.

Individual shareholders

Foreign shareholders will receive property income dividends net of 25% withholding tax.

Certain shareholders may be in a position to claim a refund or part refund of this Dividend Withholding Tax
from the Irish Revenue Commissioners, depending on the provisions of the relevant tax treaty and the MLI.

Otherwise, a foreign tax credit should be available against the foreign tax charged on those profits
(depending on the rules of the foreign country in which the individual is resident).

Other non-property income dividends will be subject to Dividend Withholding Tax, but generally, an
individual resident in an EU or treaty country should be exempt from Dividend Withholding Tax.

Normally, the disposal of shares deriving their value from land and buildings in Ireland would be subject to
Capital Gains Tax in Ireland. However, as the REIT will be a publicly listed company, Capital Gains Tax will
not arise from the disposal of such shares.

Withholding tax

In respect of property income distributions, a Dividend Withholding Tax of 25% will be charged on distributions
made to a corporate or individual non-resident shareholder. Treaty relief may be claimed retrospectively.

A Dividend Withholding Tax will apply on distributions made out of other non-property income, subject to
any of the normal exemptions.
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Foreign REIT Corporate shareholder Individual shareholder

Taxed under standard Irish tax rules Taxable at 25%, but creditable Subject to income tax, PRSI and USC

Foreign REIT

A REIT resident outside Ireland and investing in Irish property will be chargeable to corporation tax of
25% on Irish rental profits.

Tenants will be obliged to pay the non-resident landlord rent net of income tax of 20%. The withholding
tax should be paid by the tenant to the Revenue Commissioners. If, however, the tenant pays the rent to a
local Irish agent of the landlord, then the rent may be paid gross to the agent. In that case, the agent will
be assessable on the profits from the rental property. The agent may avoid being the assessable person
by paying the rent to the landlord and deducting withholding tax from the payment.

Gains on the disposal of Irish property will be subject to Irish corporation tax at an effective rate of 33%.
However, where a property was acquired in the period from December 7, 2011, to December 31, 2014, and
continues in the ownership of the person who acquired that property for a period of at least four years
from the date it was acquired, then any uplift in the value of the property during that four-year period

will be exempt from Capital Gains Tax. This exemption can be extended to seven years where a relevant
property is held for seven years from the date of acquisition. The tapering relief applies to properties held
for longer than seven years. This provision has not been extended beyond December 31, 2014.

Corporate shareholder

Distributions from a foreign REIT will be subject to Irish tax at the rate of 25%. Credit against the Irish tax
liability should be available for foreign taxes paid.

Capital gains arising from the disposal of shares of a foreign REIT will be taxable at 33%.

Individual shareholder

Income distribution from a foreign REIT will be liable to Irish income tax at the taxpayer’s marginal rate
together with PRSI and USC. A credit against the Irish tax liability may be available for foreign taxes paid.

Capital gains arising on the disposal of shares in a foreign REIT will be taxable at 33%.
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1 General introduction @
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Fund name Enacted year Citation REIT type
SHQ/SIINQ 2007 - Law No.296/2006 and subsequently Corporate entity

issued Requlations and Guidance

- Amended by Law Decree No.133/2014
(converted into Law No.164/2014)

The Italian REIT regime was introduced in Italy by Law No. 296/2006, which provides for a special
civil law and tax regime applicable to Italian-listed real estate investment companies that meet certain
requirements defined by law, and whose main activity is the rental of real estate properties (Societa
d’Investimento Immobiliare Quotate, SI1Qs).

The SIIQ regime is applicable also to non-listed Italian real estate investment companies that are
subsidiaries of SIIQs if certain conditions are met (Societa d’investimento immobiliare non quotate, SIINQs).

The SIIQ regime has been subsequently amended by Law Decree No.133/2014 (converted into Law No.
164/2014), which entered into force in September 2014 and whose principal purpose was to foster the
use of this investment vehicle in the Italian real estate sector and to increase the permeability between
SIIQs and Italian real estate investment funds. With this amendment, specific provisions regarding the
conversion of real estate investment funds in the liquidation phase into SIIQs were introduced, allowing
the contribution of real estate assets to SIIQs with almost no tax burdens, both for direct and indirect tax
purposes.

Furthermore, recent amendments have been introduced by Law No. 234/2021 (Budget Law 2022) to the
requirements for the qualification of a company as SIINQ to facilitate joint ventures between SIIQs and
Italian real estate investment funds.

The legal framework for SIIQs and SIINQs also includes the secondary legislation (Decree of the Ministry
of Finance No. 174/2007), which, at the date hereof, has not been amended to implement the changes
introduced by Law Decree No.133/2014.

The Revenue Agency provided the main clarifications regarding the SIIQ regime with the Circular Letter
No. 8/E/2008 and with the Circular Letter No. 32/E/2015 (the latter in order to clarify and implement the
rules introduced with Law Decree No. 133/2014). In the course of 2022 and 2023, the Revenue Agency
rendered several tax rulings public, addressing specific aspects of the SIIQ regime.

Sector summary*

Listing Number in EPRA Sector mkt cap % of Global

country ATl REIT Index (EUR m) REIT Index

Italy 2 1 452.30 0.01%
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2.1

2.2

Top one REIT* @
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Mkt cap 1yrreturn % of Global

Company name Div yield

(EUR m) (EUR) % REIT Index

lgd - Immobiliare Grande

AT 319,160.16 85.97% 3% 0.01%
Distribuzione

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

Requirements

Formalities/procedure

Key requirements

- Election for the SIIQ and SIINQ regime must be included in the tax return filed with the Revenue Agency
- Certain conditions are required for SI1Q and SIINQ status

An eligible listed real estate investment company must exercise the option for the SIIQ regime in the tax
return filed in the tax year preceding the one in which the company will apply the SIIQ regime.

SIINQs must opt for the special regime jointly with the SIIQ parent company. In such regard, the Revenue
Agency (Circular Letter no. 8/E/2008) clarified that ‘jointly’ must be intended as for the same or for a
subsequent tax period to the tax period for which the SI1Q exercised the option.

Not all the requirements to obtain the SIIQ status need to be met at the date of the filing of the tax return
since specific provisions have been introduced by Law Decree No.133/2014 extending the grace period
during which such requirements must be met (so-called ‘preliminary SIIQ regime’ - see Section 2.3).

Legal form/minimum share capital

Legal form Minimum share capital

Joint-stock company (for SIIQs) Listing requirements (for SI1Qs)

Joint-stock company, partnership limited by shares,
limited liability company (for SIINQs)

Legal form

The SI1Q must be a joint-stock company (Societa per Azioni) listed on a requlated market.

Following entry into the SIIQ regime, the company’s name must include the words ‘Societa d’Investimento
Immobiliare Quotata’ or ‘SIIQ’; therefore, the company’s by-law must be amended accordingly (together
with other amendments required by law).

Following the amendments introduced by the 2022 Budget Law, the SIINQ may be a joint-stock company
(Societa per Azioni), a partnership limited by shares (Societa in accomandita per azioni) or a limited liability
company (Societa a responsabilita limitata), with a minimum share capital of 50.000 Euros, whose shares
are not listed.

Moreover, the SIIQ regime applies also to Italian permanent establishments of foreign REITs established in
EU/EEA States, which allow an adequate exchange of information with Italy.
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Minimum share capital @
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The ordinary listing requirements in respect of share capital are applicable to SIIQs.

2.3 Shareholders requirements/listing requirements

’

Foreign shareholders

Shareholders’ requirements Listing mandatory S
restrictions
- At least 25% of the shares must be ‘widely held’ - Yes, for the parent No specific foreign
- Asingle shareholder is not allowed to own more company (SI1Q) shareholders’ restriction
than 60% of voting rights and profit participation - Not for subsidiaries has been enacted

rights (SIINQ)

- For SIINQs, more than 50% of voting rights and
profit participation rights must be owned by a
SIIQ (or SIINQ) or, alternatively 100% of voting
rights and profit participation rights are owned by
a SIQ (or SIINQ) and Italian real estate investment
funds with certain characteristics

Shareholders requirements

With regard to ownership requirements for SI1Qs, no single shareholder should hold, directly or indirectly,
more than 60% of voting rights and profit participation rights.

The 60% shareholding requirement must be satisfied without interruption. An exception is provided if
such a requirement is not satisfied because of M&A transactions or capital market transactions since, in
this case, the SIIQ regime is suspended.

At least 25% of the SIIQ shares must be owned by shareholders that individually hold, directly or
indirectly, less than 2% of voting rights and profit participation rights. It is worth noting that the 2%
threshold is required for access to the SIIQ regime, but it does not affect the SIIQ status after the election.
The 25% requirement is not applicable to companies already listed on requlated markets.

The aforesaid ownership requirements must be met within the end of the first fiscal year of application of
the SI1Q regime. The SIIQ regime applies since the beginning of such a fiscal year.

However, Law Decree N0.133/2014 has introduced a ‘preliminary SIIQ regime’ extending the timeframe
within which the ownership requirements may be satisfied.

In particular, provided that the 25% free-floating threshold is met by the end of the first fiscal year for
which the option has been exercised, the 60% shareholding requirement must be met within the 24
following months. In this case, the SIIQ regime has effect from the first day of the fiscal year in which the
60% threshold is satisfied.

Until both the ownership requirements are met, the Italian corporate income tax (IRES - standard rate
24%) and Italian regional tax on business activities (IRAP - standard rate 3.9%) are due pursuant to the
ordinary rules.

On the contrary, the ‘entry tax’ due for access to the SIIQ regime (see Section 3.2) and other taxes
(substitutive tax for direct tax purposes and mortgage and cadastral taxes on the contribution of real
estate assets to the SI1Q) are applied according to the more favourable rules set forth by the SIIQ regime.
In the case that the ownership requirements are not met in a timely manner, such taxes are re-determined
on the basis of the ordinary rules, and the amounts already paid can be offset as a tax credit.

EPRA CHIOMENTI

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025

ITALY - S1IQ

2.4

With regard to ownership requirements for SIINQs, following the amendments introduced by the 2022
Budget Law, (a) a SI1Q (or SIINQ) must own more than 50% of the voting rights and profit participation
rights of the SIINQ or (b) at least a SIIQ (or SIINQ) together with other SI1Qs or SIINQs or Italian real estate

investment funds with certain characteristics (i.e. real estate assets held for lease or participation in SIIQs,

SIINQs and other real estate funds that invest in the same assets in the same proportions are at least 80%
of the total assets) together own 100% of the voting rights and profit participation rights of the SIINQ
(provided that the participating SI1Qs or SIINQs own at least 50%). Moreover, following access to the
special regime, the SIINQs must opt for the consolidation for tax purposes with the SIIQ parent company.

Listing requirements

SI1Q shares must be listed on the Italian stock exchange (Borsa Italiana) or any other recognised stock
exchange of the EU/EEA countries that allows an adequate exchange of information with Italy. The Italian
Revenue Agency clarified that SIIQs might also be listed on a Multilateral Trading Facility (MTF), such as
AIM ltalia (Answer to Tax Ruling No. 682/2021).

SIINQ shares must not be listed on a stock exchange.

Asset level/activity test

Restrictions on activities/investments

- 80% real estate assets requirement (asset test)
- 80% real estate income requirement (profit test)

To benefit from the SIIQ regime, the company must satisfy two key conditions starting from the first
year of application: the asset test and the profit test, both to be verified annually based on the financial
statements prepared under IFRS.

Asset test

At least 80% of the SIIQ’s assets must consist of (‘asset test’):
i. Real estate properties to be leased (ownership or other rights); and

ii. Participations accounted as fixed assets in SIIQs/SIINQs/Italian real estate investment funds whose
real estate assets held for lease or participation in real estate investment companies, real estate
investment funds, SI1Qs, SIINQs are at least 80% of the total assets (Qualifying REIFs).

Profit test

At least 80% of SIIQ’s positive components of income must be (‘profit test’):
i. Proceeds from lease activity;
ii. Dividends from leasing activity raising from participations in SIIQs/SIINQs/Qualifying REIFs; and

iii. Capital gains realised on the disposal of real estate properties held for lease or of participations in
SIIQs/SIINQs/Qualifying REIFs.

Asset test and profit test must be calculated on the basis of the financial statements (balance sheet
and income statement), starting from the first year of application of the SIIQ regime. The Decree of the
Ministry of Finance No. 174/2007 and the Revenue Agency (Circular Letter No. 32/E/2015 and Answer
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to Tax Ruling Nos.109/2022,195/2023 and 201/2023) provide further details regarding the tests (in @

particular, regarding assets and positive components of income to be excluded from the calculation). BACK
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As far as the asset test is concerned, both non-Italian real estate properties held for leasing and real

estate assets under construction or subject to renovation works are included in the asset test if they are

intended to be leased.

Participations in Qualifying REIFs and proceeds from leasing activity deriving from such participations
have been included, respectively, in the asset test and profit test by Law Decree No. 133/2014. In such
regard, the Revenue Agency (Circular Letter No. 32/E/2015) clarified that real estate SICAFs (i.e.
investment companies with fixed capital, introduced in Italy following the implementation of Directive
2011/61/EU - AIFM Directive) are relevant for the purposes of asset test and profit test if they have the
requirements to be considered Qualifying SICAFs under the SIIQ regime (see point (ii) above) since they
are subject to the same tax regime provided for real estate investment funds.

The same tests must be satisfied by the SIINQs.

There are no specific restrictions regarding the activities that may be carried out by SIIQs and SIINQs.
However, only the income derived from the leasing activity would be exempt from taxation. Indeed, with
reference to such income, SI1Qs and SIINQs benefit from a favourable ‘flow-through’ tax treatment (26%
withholding tax is applied to distributions). On the contrary, income derived from activities different from
the leasing activity is subject to ordinary income taxes (see Section 3.1).

2.5 Leverage

Leverage

The leverage cannot exceed the ratio resulting from the company’s by-law

The company’s by-law (after the election for the SIIQ regime) shall mandatorily include the maximum
leverage ratio allowed. This provision is aimed at protecting SIIQ’s investors through the effective control
of the National Security and Exchange Commission (CONSOB) and of the Bank of Italy.

2.6 Profit distribution obligations

Operative income Capital gains Timing
At least 70% of net profits deriving At least 50% of capital gains from - Net profits, annually
from the leasing activity the leasing activity - Capital gains in the two years

subsequent to the disposal

Operative income

SIIQs, each year, must distribute at least 70% of the lower of:

i. Net profits deriving from the leasing activity or from participation in other SI1Qs, SIINQs, Qualifying
REIFs, Qualifying SICAFs; and

ii. Total profits available for distribution, according to Italian civil law provisions.

Income is calculated by the SIIQ as an IFRS adopter, and therefore, no depreciation of assets is admitted
pursuant to IAS 40 (such as increasing profit distribution obligations).
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Capital gains

SI1Qs must distribute at least 50% of net capital gains realised on:
i. Thedisposal of real estate properties held for leasing; and
ii. Thedisposal of participations in SIIQs, SIINQs, Qualifying REIFs and Qualifying SICAFs.

This distribution must occur within two years of the disposal. The Revenue Agency (Circular Letter No.
32/E/2015) clarified that unrealised capital gains accounted in the income statement according to
the application of the ‘fair value model’ under the IAS 40 for real estate properties are not subject to
distribution obligations (until they are effectively realised through the disposal of the assets).

The described distribution obligations regarding operative income and capital gains also operate for SIINQs.

2.7 Sanctions

Penalties/loss of status rules

- Loss of SIIQ/SIINQ status
- No penalties

The withdrawal of the SIIQ/SIINQ status occurs if the company fails: (i) to distribute at least 70% of the
net profits or (ii) to distribute at least 50% of the net capital gains. In these events, the SIIQ status ceases
starting from the year in which undistributed profits have been accrued (with respect to 70% distribution
obligation) and starting from the second year following the disposal (with respect to 50% distribution
obligation), as clarified by Revenue Agency in Circular Letter No. 32/E/2015.

Furthermore, the SIIQ/SIINQ loses its status if it does not meet the asset test or the profit test for three
consecutive years.

Finally, as regards SlIQs, they must uninterruptedly meet the maximum holding requirement of 60% (on
the contrary, the free-floating requirement may be satisfied only at the moment of the option for the SIIQ
regime, as described in Section 2.3).

The forfeiture of the SIINQ status occurs, in addition to the cases mentioned above, if the company
ceases to meet ownership requirements or ceases to have in place the tax consolidation regime with the
controlling SHQ.

There are no specific penalties in the case of the withdrawal of the SI1Q or SIINQ status.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- Income deriving from rental or - Capital gains deriving from Proceeds from leasing activity
leasing activity is tax-exempt the disposal of rented real distributed by Qualifying REIFs

- Other income is subject to the estate properties and from to SIIQs are not subject to
ordinary corporate and local participation in SI1Qs, SIINQs, withholding tax
taxation Qualifying REIFs and Qualifying

SICAFs are tax-exempt

- Other capital gains are subject to
the ordinary corporate taxation
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Current income @
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The SI1Q income deriving from the leasing activity and from dividends/proceeds from the leasing e
activity distributed by SIIQs, SIINQs, Qualifying REIFs, and Qualifying SICAFs are exempt from corporate
income tax (IRES) and from regional tax on business activities (IRAP). The tax exemption applies from
the beginning of the fiscal year in which the SIIQ regime is adopted. Such income will be taxed only in
the hands of the shareholders upon distribution, applying a withholding tax (at a 26% rate), as better

described below (Section 4).
The same tax exemption also applies to the lease income realised by SIINQs.

Income deriving from activities different from the leasing activity is subject to ordinary corporate income
tax and regional tax on business activities (aggregate 27.9%).

With regard to such a portion of income, SIIQs are subject to the ordinary corporate income tax provisions
limiting the deduction of interest expenses. In particular, interest expenses (net of interest income) are
deductible from IRES taxable base up to 30% of the gross operative income determined for tax purposes
(risultato operativo lordo della gestione caratteristica - ROL, approximately, equal to the EBITDA) of the
relevant tax period. This provision may not apply to interest expenses on loans secured by a mortgage on
real estate assets held for leasing under certain conditions that should be verified on a case-by-case basis.

Capital gains

Capital gains realized on the disposal of rented real estate properties and from participation in SIIQs,
SIINQs, Qualifying REIFs, and Qualifying SICAFs are exempt from corporate income tax (IRES) and from
regional tax on business activities (IRAP).

Capital gains different from those deriving from leasing activity are fully taxable according to the ordinary

capital gains provisions.

Other taxes

Excluding income taxes, other taxes (e.qg., property tax (IMU)) ordinarily apply.

Withholding tax

No withholding tax is levied on dividends received by the SIIQ from other SI1Qs and SIINQs deriving from
rental activities.

Moreover, according to the amendments introduced by Law Decree No.133/2014, the 26% withholding
tax ordinarily applied on proceeds distributed by Italian real estate investment funds is not applicable to
proceeds from leasing activity distributed by Qualifying REIFs and Qualifying SICAFs to SIIQs or SIINQs.

Dividends distributed to SI1Qs or SIINQs by other entities (not qualifying under the regime) are subject to
the ordinary regime.

Accounting rules

Since SlIQs are Italian publicly listed companies, they must adopt IFRS standards. In addition, SIIQs shall
set up two different sets of accounts with the purpose of distinguishing the net profits deriving from the
‘exempt’ activity (i.e., the activities which can benefit from the tax flow-through treatment) and any other
activities carried on.

Moreover, pursuant to the special regime, also SIINQs are required to adopt the IFRS standards for their
financial statements.
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Conversion into REIT status

- 20% substitute tax on real estate properties contributed to SIIQs
- 20% ‘entry tax’

Real estate properties contributed to a SIIQ can be subject to a 20% substitute tax on realised capital
gains instead of the ordinary taxation (by the option of the conferrer), provided that the SIIQ retains the
assets for a minimum three-year period.

Moreover, companies opting for the SIIQ regime are required to align the fiscal value of their real estate
assets to their fair value, determined at the end of the last fiscal year in which the ordinary regime applies
(step-up of the fiscal value). Such an increase of the fiscal value may be alternatively subject toa 20%
substitutive tax (so-called entry tax) or included in the taxable income for corporate income tax (IRES) and
from regional tax on business activities (IRAP) purposes under the ordinary rules.

The step-up of the fiscal value applies to buildings and the land on which they stand, other buildable

land, real estate properties held under leasing agreements, as well as properties under construction or
renovation that are intended for leasing. The Revenue Agency clarified that, in case of a previous step-up
of the value of the real estate assets pursuant to specific rules, the fiscal value to be considered for entry
tax purposes is the stepped-up value, although, in principle, such rules provide for the relevance of the
higher fiscal value starting from a subsequent tax period (Answer to Tax Ruling Nos. 109/2022,142/2023
and 201/2023).

If the capital gains are subject to the 20% entry tax (which is payable in five equal annual instalments),
the higher fiscal value of the assets will be effective from the fourth period following that in which the
company opted for the SIIQ regime. If the assets are sold before such date, capital gains are taxed at the
ordinary tax rate (i.e. IRES and IRAP at an aggregate rate of 27.9%) while the 20% entry tax already paid
can be offset as a tax credit. Thus, applying for the SI1Q regime offers the opportunity to reduce the tax
burden on latent capital gains.

On the contrary, if capital gains are included in the taxable income, they are subject to the ordinary IRES
and IRAP rules for the taxation of capital gains.

In addition, tax losses realised before the election for the SIIQ regime can be used to offset the tax base
for the calculation of the entry tax under the ordinary limits (i.e. within the limit of 80% of the taxable
income, as clarified by the Revenue Agency in the Circular Letter No. 32/E/2015).

The same provisions also apply to SIINQs.

3.3 Registration duties

Registration duties

- Commercial buildings: VAT exempt (or subject to a 22% or 10% VAT under certain circumstances), EUR 200
registration tax, 2% mortgage and cadastral taxes

- Residential buildings: (i) if the transfer is subject to VAT (22% or 10% under certain circumstances),
registration tax and mortgage and cadastral taxes are due at the fixed amount (EUR 200 each); (ii) if the
transferis VAT exempt, registration tax is due at the rate of 9%, mortgage and cadastral taxes are due at
the fixed amount of EUR 50 each
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The transfer of real estate properties to a SIIQ is subject to indirect taxation, which varies depending on @
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e Commercial buildings are exempt from VAT, but it is possible to opt for the VAT application (22% or
10%). In addition, the registration tax is applied at the lump sum of EUR 200 and, irrespective of the
VAT application or not, 1.5% mortgage tax and 0.5% cadastral tax are levied on the fair market value
(purchase price). In the case that commercial buildings are transferred to an SI1Q from the companies
that built them or carried out some restructuring works in the preceding five years, compulsory VAT

applies (at the rate of 22% or 10%);

e Residential buildings are exempt from VAT, reqgistration tax is applicable at 9% on the fair market
value (purchase price); mortgage and cadastral taxes are applicable at a lump sum of EUR 50 each.
Registration, mortgage and cadastral taxes apply at the lump sum of EUR 200 if VAT compulsorily
applies (since the residential buildings are transferred by the companies that built them or carried out
some restructuring works in the preceding five years) or if VAT applies by option (at a rate of 22% or
10% under certain conditions).

The contribution to a SI1Q of a portfolio consisting mainly of rented real estate properties falls out of the
scope of VAT and is subject to registration, mortgage, and cadastral taxes at a fixed amount (EUR 200 each).
This rule is aimed at facilitating the transfer of real estate portfolios to SIIQs/SIINQs, also in the context of
the conversion of real estate funds.

4 Tax treatment at the shareholder level

4.1 Domestic shareholders

Corporate shareholder Individual shareholder Withholding tax

- Full taxation of dividends from - Afinal withholding tax is - 26% withholding tax on
exempted income levied on SI1Q-exempted the distribution of SIIQ-

- Dividends from non-exempted income exempted income
income subject to ordinary - Dividends from non-exempted = - Corporate and business
dividend taxation rules income are subject to ordinary shareholders can credit the

- Full taxation of capital gains dividend taxation rules withheld taxes
(participation exemption not applicable) = - Full taxation of capital gains

Corporate shareholder

Dividends deriving from the SI1Q’s non-exempted income are subject to the ordinary tax regime;
therefore, they are subject to corporate income tax (IRES at 24%) on the limited amount of 5% of such
dividends (i.e. effective IRES rate of 1.20%).

Dividends deriving from the SIIQ’s exempted income are fully taxable in the hands of corporate
shareholders at IRES ordinary rate (24%), and the 26% tax withheld upon distribution (on account) is
offset against corporate income tax.

Capital gains resulting from the disposal of SI1Q shares are fully subject to IRES at the ordinary tax rate
(24%) since the participation exemption regime is not applicable by law on SIIQ shares.
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Dividends deriving from the SI1Q’s non-exempted income are subject to the ordinary tax regime.

In the case of the individual who holds the SIIQ shares in the course of business activity, dividends from
the SIIQ’s non-exempted income are subject to individual income tax (IRPEF) at progressive rates up to
43% on the limited amount of 58.14% of such dividends.

In the case of the individual who holds the SIIQ shares not in the course of business activity, following
the amendments introduced by Art. 1(999-1006) of Law No. 205/2017, dividends from the SIIQ’s non-
exempted income are subject to a final 26% withholding tax.

Dividends deriving from the SIIQ’s exempted income are subject to a specific regime provided for by Law
No.296/2006.

In the case of the individual who holds the SIIQ shares in the course of business activity, dividends from
the SIIQ’s exempted income are fully taxable in the hands of the shareholder at IRPEF progressive rates
and the 26% tax withheld at distribution (on account) is offset against individual income taxes.

In the case of SIIQ shares held by individuals not in the course of business activity, dividends from the
SI1Q’s exempted income are subject to a final 26% withholding tax upon distribution.

Capital gains realised on the disposal of SI1Q shares by individuals in the course of business activity are
fully subject to IRPEF at progressive rates.

Capital gains realised on the disposal of SI1Q shares by individuals, not in the course of business activity
are subject to a 26% substitute tax (from January 1, 2019, following the amendments introduced by Art. 1
(999-1006) of Law No. 205/2017).

As a final remark, following the amendments introduced by Law No. 145/2018 and subsequently by Law
Decree No.124/2019, Law Decree No. 34/2020, Law Decree No.104/2020 and Law No. 178/2021, Italian
entities investing in real estate assets are considered eligible investments for special long-term savings
schemes (piani di risparmio a lungo termine - PIR) regime. Such a regime provides for an exemption

from income taxes on financial income realised by resident individuals investing in PIRs established in
accordance with certain requirements provided for by the law.

Other taxes

No other taxes are levied.

Withholding tax

As anticipated, a 26% withholding tax applies on dividends paid out of the SIIQ’s tax-exempted income
upon distribution.

The withholding tax is applied as final for individual shareholders not carrying out a business activity,
while it is applied on account for corporate shareholders and individual shareholders carrying out a
business activity (they credit the withheld taxes to offset corporate income tax and individual income tax).

Distributions to pension funds and collective investment funds established in Italy are exempt from the
withholding tax.

The withholding tax is levied by the financial intermediaries where the SIIQ shares are deposited.
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Corporate shareholder Individual shareholder Withholding tax

- Double tax treaty benefits apply

Final withholding tax Final withholding tax o . ) )
- Parent-Subsidiary Directive not applicable

Corporate shareholder

Dividends paid out of the SIIQ’s non-exempted income are subject to the ordinary tax regime that
foresees a 26% final withholding tax (provided that non-residents do not have a permanent establishment
in Italy). This withholding tax rate may be reduced to a 1.20% rate if the dividends are paid to companies
that are resident in the EU or in EEA Countries, provided that an adequate exchange of information with
Italian Tax Authorities exists.

Dividends deriving from the SIIQ’s exempted income are subject to a final 26% withholding tax upon
distribution. Double tax treaties apply.

Capital gains deriving from the sale of shares in SIIQs are subject to the tax regime ordinarily applicable
to the sale of Italian-listed shares (including certain domestic and Double tax treaty exemptions available
to non-residents). Double tax treaty protection applies in most circumstances. Italian Budget law for
2023 introduced some amendments to the taxation of capital gains on the disposal, directly or indirectly,
of Italian property rich companies (i.e. whose value derives from more than 50% of Italian real estate
assets); however, such amendments do not apply with respect to shares listed on a requlated market (such
as those of SIIQs).

Individual shareholder

Dividends paid out of SIIQ’s non-exempted income are subject to the ordinary applicable tax regime,
which provides a 26% final withholding tax. Dividends deriving from SIIQs exempted income will be
subject to a final 26% withholding tax when distributed under the SI1Q regime. Double tax treaties apply.

Collective investments undertakings

Article 1(631-633) of Law No. 178 of December 30, 2020, (2021 Budget Law) introduced favourable
provisions for foreign collective investments undertakings investing in Italian resident companies. In
particular, starting from January 1, 2021, dividends and/or capital gains derived from shareholdings in
[talian companies would not be subject to withholding tax or substitute tax in Italy if realised by collective
investments undertakings established in an EU Member State or EEA Member State, allowing for an
adequate exchange of information for tax purposes (i) compliant with Directive UCITS IV (2009/65/

CE) or (ii) not compliant with it but whose manager is subject to requlatory supervision in the State

where it is established pursuant to Directive AIFM (2011/61/EU). At the date hereof, the Italian Revenue
Agency did not provide specific quidelines with respect to the application of such favourable provisions to
investments in Italian SIIQs/SIINQs.

Withholding tax

Withholding taxes on dividends paid to non-resident shareholders are final, provided that the shares are
not assets of a permanent establishment in Italy.

Non-resident shareholders may claim the double tax treaty relief on the dividends (after the amendments
introduced by Law Decree No.133/2014).
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The applicability of the Parent-Subsidiary Directive under the SIIQ regime is not allowed for the portion @
referring to dividends from the SIIQ-exempt income. The Parent-Subsidiary Directive is only applicable to BACK

the portion of dividends from the SIIQ non-exempt income. ToP

Conversely, in Ruling No. 93/2025, the Italian Revenue Agency confirmed that interest payments made
by SIIQs to non-resident investors may benefit from the withholding tax exemption regime under the
Interest-Royalties Directive, as implemented in Italy, provided the relevant requirements are met.

5 SIIQ/REIT cross-border investments

Foreign REIT Corporate shareholder Individual shareholder

It follows the ordinary 1.20% taxation may apply; an In principle, ordinary taxation rules apply for

taxationrule at arate of 24% | analysis of the foreign REIT is investments in non-resident entities; foreign
required tax credit may be available, but an analysis of

the foreign REIT is required

Foreign REIT

It follows the ordinary income tax rule applicable to non-residents. As a consequence, any income deriving
from immovable property situated in Italy will be subject to the general 24% corporate income tax rate
applicable to non-resident entities if not covered by the provisions of any double tax treaty.

Moreover, as regards foreign investors, Law Decree No.133/2014 extended the SIIQ regime to foreign
REITs resident in EU/EEA white-list countries and having in Italy a permanent establishment which mainly
carries out the leasing activity also through investments in Italian SIINQs. Starting from the fiscal year
for which the option is effective, the lease income connected with the permanent establishment in Italy

is subject to a 20% substitute tax. The Revenue Agency recently rendered public some tax rulings with
respect to this rule, where in particular clarified that:

e The permanent establishment in Italy may apply the SIIQ regime also in the case that its assets are
composed only by participations in Italian SIINQs (and not also by real estate assets leased) (Answer
to Tax Ruling Nos.109/2022 and 201/2023);

e The 20% substitute tax applicable to the lease income of the Italian permanent establishment
cannot be reduced to the lower rate provided for by Double Tax Treaties with respect to dividend
distributions, even though this creates a misalignment if compared to the tax treatment applicable in
case of investment by the foreign REIT into an Italian SIIQ (Answer to Tax Ruling No. 60/2023); and

e Theforeign REIT may hold participation in Italian SIINQs only through its Italian permanent
establishment applying the SIIQ regime (and not directly from abroad) (Answer to Tax Ruling No.
61/2023).

Corporate shareholder

Subject to taxation in Italy. Domestic corporate shareholders receiving dividend income from certain
foreign REITs may benefit from a 95% exemption (if certain conditions are met). The remaining 5%

would be taxed at the ordinary 24% corporate income tax rate. Thus, the effective domestic taxation of
dividends received from a foreign REIT would be equal to 1.20%. An exception is made for REITs residents
in a black-listed Country. In this case, the 95% exemption would not apply, and the full amount of the
dividends distributed would be subject to a 24% ordinary corporate tax rate. The foreign tax credit will be
limited to the taxable amount.
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Subject to taxation in Italy. In principle, the ordinary taxation rules provided for individual shareholders ToP
investing in non-resident entities apply (26% withholding tax or taxation on a limited amount of 49.72% or
58.14%). A foreign tax credit may be available. A case-by-case analysis of the foreign REIT is required.
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General introduction

REIT

. Enacted year Citation REIT type REIT market

objective

REIT 2008 Law on Collective Investment Company/ 14 existing funds

for non- Investment Undertakings Investment Fund and three existing

professional companies, of

investors which, two funds
are special real
estate collective
investment entities

REIT for 2013 Law on Collective Investment Company/ 48 existing

informed Investment Undertakings Investment Fund funds, 43 existing

investors for Informed Investors companies

REIT for 2013 Law on Alternative Investment Company/ Two existing funds

professional Investment Fund Managers Investment Fund

investors

1.1 Non-professional investors

1.2

On November 11, 2007, the Lithuanian Parliament amended the Law on Collective Investment
Undertakings, which came into force on March 1, 2008. The Law was revised in a new edition on December
20, 2018, which came into force on February 1, 2019. The law requlates the activities of collective
investment undertakings in which shares/units may be traded to non-professional investors. A systematic
analysis of the provisions of the Law on Markets in Financial Instruments of the Republic of Lithuania
reveals that an investor who does not have sufficient knowledge, skills and experience to make informed
investment decisions independently and to properly assess the risks involved should be considered a non-
professional investor. No amendments related to REITs have been introduced during the analysed period.
Only one amendment of the Law on Collective Investment Undertakings of the Republic of Lithuania was
adopted on 11 July 2024, however, the amendments relate only to crypto assets.

The Law on Collective Investment Undertakings requlates the activities of special collective investment
undertakings for non-professional investors, including the activities of Real Estate Investment Trusts
(REIT) for non-professional investors.

Informed investors

On June 18, 2013, the Law on Collective Investment Undertakings for Informed Investors was introduced

into Lithuanian legislation, which came into force on July 1, 2013. The Law was revised in a new edition on
December 20, 2018, which came in force on February 1, 2019. The law regulates the activities of collective
investment undertakings for informed investors. According to the law, an informed investor is:

1. A professional investor;
2. Anatural person who has confirmed that he understands his status and
i. Investsatleast EUR 125,000 in a collective investment entity; or

ii. Receives a confirmation from a company authorised to provide investment services that the
collective investment entity’s securities are suitable for such person based on their risk tolerance
and loss-bearing capacity;
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3. A natural person who is a manager or an employee who adopts the investment decisions of the @
investment fund, the management company of the investment fund or the investment company BACK
manager in which he intends to invest; or Top

4. Alegal person who has confirmed that he understands his status and
i. Investsatleast EUR 125,000; or

ii. Receives a confirmation from a company authorised to provide investment services that
the collective investment entity’s securities are suitable for such person based on their risk
tolerance and loss-bearing capacity.

The Law on Collective Investment Undertakings for Informed Investors requlates the activities
of collective investment undertakings for informed investors, including the activities of REITs for
informed investors.

1.3 Professional investors

On July 1, 2013, the Law on Management Companies of Collective Investment Undertakings for
Professional Investors was introduced into Lithuanian legislation (on February 1, 2019, the name of the
law was changed to Law on Alternative Investment Fund Managers). No amendments related to REITs
have been introduced during the analysed period. Only one amendment of the the Law on Management
Companies of Collective Investment Undertakings for Professional Investors of the Republic of
Lithuania was adopted on 11 July 2024, however, the amendments relate only to crypto assets.

The Law on Alternative Investment Fund Managers lays down the rules for the authorisation, ongoing
operation and transparency of the managers of alternative investment funds that manage and/or
market alternative investment funds.

Since the Law on Collective Investment Undertakings, the Law on Collective Investment Undertakings
for Informed Investors and the Law on Alternative Investment Fund Managers do not provide for a new
form of entity, REITs for non-professional investors as well as for informed investors or professional
investors are incorporated as a legal entity or an investment fund, managed by a management company
or without management company (investment company may manage itself and is called investment
company-manager).

2 Requirements

2.1 Formalities/procedure

Key requirements

Approval from the Bank of Lithuania

In order to become eligible for the regime, entities are required to have special collective investment
undertaking status, which could be either (i) open-ended (variable capital investment company or
open-ended investment fund) or (ii) closed-ended (closed-ended investment company or closed-ended
investment fund).

A variable capital investment company/open-ended investment fund is defined as an entity whose
shareholders/co-owners have the right to request at any time that their shares/investment units
be issued or redeemed. Also, the amount of capital of a variable capital investment company varies
depending on the issue and redemption of shares.

A closed-ended investment company/closed-ended investment fund is defined as an entity with a fixed
number of shares/investment units that are redeemed at the end of its activity or at any other time
indicated in the articles of incorporation and are not redeemed upon the request of the investor.
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In order to operate as a REIT-type collective investment undertaking, the investment company or @
investment fund’s management company has to obtain a license (permit) from the Bank of Lithuania. The BACK
application for the license shall be accompanied by information about the company, its shareholders, Top
members of the management bodies, the company’s program of development and activities, initial capital
and other documents, information and explanations specified in the licensing regulations approved by the

Bank of Lithuania.

The bylaws or rules of the REIT must contain a number of specific provisions that are verified by the Bank
of Lithuania during the procedure of granting a license for the activities.

The Bank of Lithuania shall notify the applicant of its consent or refusal to grant the license within three to
six months from the filing of all documents, depending on the type of the REIT.

Prior to investing, the management company shall provide the information specified in Regulation (EU)
2019/2088 of the European Parliament and of the Council of November 27, 2019, on sustainability related
disclosures in the financial services sector and in Articles 5, 6 and 7 of the Regulation (EU) 2020/852 of
the European Parliament and of the Council of June 18, 2020, on the establishment of a framework to
facilitate sustainable investment, and amending Reqgulation (EU) 2019/2088.

2.2 Legal form/minimum share capital

REIT Leaal form Minimum share Net asset value
objective 9 capital (NAV)
An investment company or an investment EUR 125,000 for the
fund managed by a management company = management company - EUR 300,000 for the
REITfor non- investment fund
professional
investors EUR 300,000 for the - EUR 600,000 for the
An investment company-manager investment company- investment company
manager
. h Depends on the legal
An investment company or an investment form of the management | - EUR1,000,000 for
fund managed by a management company .
REIT for company the investment fund
?nformed - EUR 1,000,000
investors Depends on the legal for the investment
An investment company-manager form of the investment company
company-manager
An investment company or an investment EUR 125,000 for the
REIT for fund managed by a management company = management company
professional Not stated in the law
investors : EUR 300,000 for the
An investment company-manager .
investment company
Legal form

The REIT for non-professional investors, REIT for informed investors and REIT for professional investors
may be organised in different legal forms.

The REIT for non-professional investors should have the form of (i) an investment fund or an investment
company managed by a management company or (ii) an investment company manager. Additional
statutory and management seat requirements apply. The management company or investment company
manager has the legal form of (i) a joint-stock company or (i) a limited liability company.
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2.3
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The REIT for informed investors should have the form of either (i) an investment fund or (ii) an investment
company that has the form of (i) a joint-stock company, (ii) a limited liability company or (iii) a partnership
(general or limited). An investment company can be managed by the management company, or it can
manage itself. Additional statutory and management seat requirements apply. The management company
of the investment fund or investment company has the legal form of (i) a joint-stock company or (ii) a
limited liability company.

The REIT for professional investors should have the form of either (i) an investment fund or (ii) an
investment company that has the form of (i) a joint-stock company, (ii) a limited liability company or (iii)

a partnership (general or limited). An investment company can be managed by a management company,
or it can manage itself. Additional statutory and management seat requirements apply. The management
company of the investment fund or investment company has the legal form of (i) a joint-stock company or
(ii) a limited liability company.

Minimum share capital

The REIT for non-professional investors, REIT for informed investors and REIT for professional investors
are subject to different share capital (monetary contributions of founders) requirements under Lithuanian
legislation. Please see Section 2.2.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

Requirements for shareholders and investors No

Shareholder requirements

There are specific requirements for those who wish to become shareholders of a licensed entity
(management company or investment company), e.g. unquestionable reputation and experience and
financial stability.

Listing requirements
Listing is not a mandatory requirement.

Asset level/activity test

Asset level/ activity test for non-professional investors

Restrictions on activities/investments of REIT for non-professional investors

- No more than 20% of its net assets in securities of other companies

- No more than 30% of its net assets in a separate real estate asset or real estate company (exceptions under
certain circumstances may apply)

- No more than 20% of its net assets in real estate under development
- No more than 40% of its net assets in a single real estate property and any assets required for its maintenance

- No more than 30% of its net assets in securities issued by a single real estate company, including liabilities
arising from the transactions with real estate companies involving derivatives

- No more than 30% of its net assets in the securities of a single real estate company and in the assets that such
real estate company has invested in

- Further restrictions apply
- May investin real estate abroad

®

BACK
TO
TOP

EPRA 122
EUROPEAN PUBLIC EY

REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 LITHUANIA - REIT

The REIT for non-professional investors is allowed to invest in the following real estate assets: land, @

buildings and/or premises constituting separate real estate objects registered in the name of the BACK

investment company and other tangible assets that are necessary for the operations related to real estate. ToP

Following the provisions of the Law on Collective Investment Undertakings, the assets of the REIT for
non-professional investors must consist of at least four separate real estate objects, i.e. the investment
into a single real estate is not allowed. For the purposes of the diversification of assets, the REIT is
allowed to invest:

e No more than 20% of its net assets in securities of other companies or other liquid assets;

*« No more than 30% of its net assets in a separate real estate asset or real estate company (exceptions
under certain circumstances may apply);

¢ No more than 20% of its net assets in real estate under development;

*« No morethan 40% of its net assets in a single real estate property and any assets required for its
maintenance;

« No more than 30% of its net assets in securities issued by a single real estate company, including
liabilities arising from the transactions with real estate company involving derivatives; and

e No more than 30% of its net assets in the securities of a single real estate company and in the assets
that such real estate company has invested in.

If the investments are made through an SPV controlled by the REIT, the diversification requirement should
be met at the level of the SPV.

The REIT for non-professional investors are not permitted to invest in:
¢ Real estate assets whose ownership is restricted and which may result in loss of ownership; or
e Real estate assets that are not registered in the real estate or any other comparable registry.

Specific cases where investments are allowed:

Investments abroad Allowed directly and indirectly*

Investments in residential properties Allowed
Investments in developments Allowed
Investments in subsidiaries Allowed

* In the case of indirect investment, investments into units of other REITs registered in other EU or EEA Member States where they are
requlated as strictly as in Lithuania

The investment portfolio of a newly incorporated REIT for non-professional investors is allowed, for

four years from the approval of its instruments of incorporation, to not comply with the diversification
requirements mentioned above. However, in all cases, this should not waive the obligation of a
management company and a REIT to invest the assets of a REIT in compliance with the requirements set
in the Law on Collective Investment Undertakings.

Restrictions apply regarding investment in the securities of foreign companies incorporated in non-EU or
non-EEA member states.

The REIT for non-professional investors is allowed to invest in real estate objects in development if their
development is to be finished during an acceptable timeframe.
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The REIT for non-professional investors is allowed to invest in: @
BACK

Ly . . . P . . . . . TO

e Securities of companies whose primary business activity is purchasing, reconstruction, leasing, trading ToP

or development of real estate;
e Shares or units of other REITs registered in other EU or EEA member states; and
e Other securities (including shares), and money market instruments dealt on requlated markets.

The net assets of REIT for non-professional investors of the investment fund after a six-month period
from the beginning of its activities should reach a level of EUR 300,000. The net assets of the REIT as an
investment company should reach a level of EUR 600,000 within 12 months from the receipt of the license
from the Bank of Lithuania.

The value of real estate assets of REIT shall be calculated every six months (or in the event of essential
economic developments or changes in the market price of real estate assets).

Starting February 1, 2019, units of REIT may be settled by a non-cash contribution (assets conforming to
the investment policy of a REIT).

Asset level/activity test for informed investors

Following the provisions of the Law on Collective Investment Undertakings for Informed Investors, the
assets of the REIT for informed investors have to be invested in objects indicated in REITs establishment
documents, adhering to the investment risk management policy, which determines all significant risks that
REIT incurs or may incur.

REIT for professional investors is not permitted to provide loans to its participants, except for the
members of the partnership, provided that it is stipulated in REITs establishment documents.

The net assets of REIT for informed investors should reach a level of EUR 1,000,000 within one year
from the receipt of the license from the Bank of Lithuania, or correspondingly, from the approval of the
investment fund rules, or the founding documents of the investment company whose management has
been transferred to a management company. The assets and liabilities of REIT for informed investors
should reach a level of EUR 2,000,000 within two years from the receipt of the license from the Bank of
Lithuania, or correspondingly, from the approval of the investment fund rules, or the founding documents
of the investment company whose management has been transferred to a management company.

2.5 Leverage

Leverage for REIT for non-professional investors

Limited to 50% of the value of real estate

REIT for non-professional investors may borrow up to 50% of the NAV of REIT for the period defined in
REIT establishment documents.

Leverage for REIT for informed and professional investors is not regulated by the laws and should be
defined in the REIT incorporation documents.

2.6 Profit distribution obligations

Operative income Capital gains Timing

No requirement No requirement No requirement
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There is no legal requirement for profit distribution. The procedure of payment of dividends to the @

investors (periodicity, the share of income allocated for dividends) must be defined in the bylaws or rules Bas"

of investment of the REIT. Top

2.7 Sanctions

Penalties/loss of status rules

- No tax penalties
- Administrative penalties
- Revoking of the license

There are no tax penalties. However, the Bank of Lithuania shall have the right to apply the following
measures to a REIT:

e Warn about the shortcomings and set a term for their elimination;
e Impose administrative penalties:

- For non-professional investors, up to EUR 5,000,000 or up to 10% of annual income (considering
which sum is higher) for a legal person and up to EUR 5,000,000 for management;

- Forinformed investors, up to 10% of annual income for a legal person and up to EUR 50,000 for
management; and

- For professional investors, up to 10% of annual income for a legal person and up to EUR 50,000 for
management.

e Temporarily suspend the license for the provision of one or more services;

¢ Revoke the license for the provision of one or more services;

e Instruct the management company or investment company to change the manager;
e Suspend the distribution or redemption of shares/units;

e Prohibit, for periods not longer than three months, the purchase of securities or money market
instruments; and

e Appoint an interim representative of the Bank of Lithuania for the supervision of the activity;

e Apply other measures set out in applicable legal acts.

3 Tax treatment at the level of the REIT?

3.1 Corporate tax/ withholding tax

Current income Capital gains Withholding tax

- Investment income (e.qg. rental income, capital gains upon
disposal of property and shares) is tax-exempt

- Dividend income or any other income from distributed profits Tax-exempt
is tax-exempt under certain conditions; otherwise, corporate
income tax at a rate of 16% applies

Not creditable for
an investment fund

1 If not specified, the tax treatment of the REIT for professional investors describes situations where REIT is established in a form of a
joint stock company. Please note, that depending on the legal status of the REIT, tax treatment might be different.
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Current income @

According to the provisions of the Law on Corporate Income Tax, investment income of the REIT with the
status of an investment company or investment fund (i.e. dividends, capital gains and other income from
distributed profits) is treated as not taxable income, except if received from target territories.

Capital gains

The treatment is the same as for current income.

Withholding tax

Dividends distributed by the REIT to corporate recipients are exempt from withholding tax.

Accounting rules

Financial statements of the REIT should be drawn up in compliance with the Lithuanian GAAP, which is
very close to IFRS. However, REITs whose securities are traded on requlated markets should draw up
financial statements according to IFRS. Lithuanian laws make a distinction between group and single
financial statements; therefore, single statements must always be prepared, whereas those of the group
only in case of mandatory consolidation.

The REIT whose securities are not traded on regulated markets has an option between Lithuanian GAAP
and IFRS.

For the purposes of corporate income tax calculation, the financial result of the REIT (calculated according
to IFRS or Lithuanian GAAP) would be decreased by non-taxable income (i.e. investment income) and
increased by non-deductible expenses (i.e. expenses related to the non-taxable income etc).

3.2 Transition regulations

Conversion into REIT status

N/A

3.3 Registration duties

Registration duties

- Land registration and real estate registration fees apply
- Notary fees are 0.37% of the value of property capped at approx. EUR 5,000 (+21% VAT)

Land ownership registration and real estate ownership registration fees apply. They are calculated based
on the value of the property. For example, when registering a building valued at EUR 300,000, the fee is
approximately EUR 150.

Notary fees are 0.37% of the value of the real estate but not less than EUR 33 and not more than EUR
5,000 (+21% VAT). In case several different transactions are certified by a single notarial act, the fee shall
be determined by adding up the fees for individual transactions, but it may not exceed EUR 12,000.
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4.2

Tax treatment at the shareholder level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- No withholding tax on dividends - Final withholding tax of 15% on dividends Creditable

or other distributed profits - Capital gains exceeding EUR 500 are
- No capital gain taxation subject to a15% or 20% income tax
(progressive taxation)

Corporate shareholder

Dividends distributed to domestic corporate shareholders are exempt from withholding tax, except if
received from target territories.

Capital gains realised on the sale of the REIT’s shares are generally exempt from corporate income tax.
Individual shareholder

Dividends distributed to domestic individual shareholders are subject to the final withholding tax at a rate
of 15%.

Capital gains realised by an individual resident shareholder on the sale of the REIT shares are tax-exempt
if the amount is less than EUR 500. The exceeding amount of capital gains is subject to a 15% or 20%
residents’ income tax (depending on the total income of the individual).

Return of capital distribution due to the redemption of shares shall be treated as capital gains from share
sale and taxed accordingly. However, no exemptions apply.

Withholding tax

The obligation to calculate and pay the tax falls on the REIT. It is possible to credit withholding tax against
the taxes payable on the same income; however, the credit should not exceed the tax due.

Foreign shareholder
Corporate shareholder Individual shareholder Withholding tax
- No withholding tax on dividends - Final withholding tax of 15% Treaty benefits
or other distributed profits on dividends are available
- No capital gain taxation - Capital gains are tax-exempt

Corporate shareholder

Dividends paid to foreign shareholders are generally exempt from withholding tax, except if received from
target territories.

Capital gains from the sale of shares are not subject to corporate income tax in Lithuania.

Return of capital distribution is not subject to profit tax in Lithuania.
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Individual shareholder @

BACK
TO

Dividends paid to foreign shareholders are subject to a 15% withholding tax. ToP
Capital gains from the sale of shares are not subject to the resident’s income tax in Lithuania.

Return of capital distribution is not subject to the resident’s income tax in Lithuania.

Withholding tax

The obligation to calculate and pay the tax on dividends paid to corporate shareholders falls on the REIT.

A non-resident shareholder may be entitled to a withholding tax reduction under the Treaty on Avoidance
of Double Taxation.

5 Tax Treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder
Non-taxable at the level - No withholding tax on dividends or - Residents’ income tax of 15% on
of domestic shareholder other distributed profits dividends

- No capital gain taxation - Generally, capital gains are subject

toa15% or 20% income tax

Foreign REIT

Foreign REIT is generally non-taxable at the level of the domestic shareholder.

Corporate shareholder

Dividends received by domestic corporate shareholders from foreign REITs are tax-exempt, except if
received from target territories.

Individual shareholder

Dividends received by domestic individual shareholders from foreign REITs are subject to a 15%
Lithuanian residents’ income tax.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
SIF 2007 Law relating to specialised - Contractual type
investment funds - Corporate type
- Another type
RAIF 2016 Law relating to Reserved - Contractual type
Alternative Investment Funds - Corporate type
- Another type

Although Luxembourg has not yet enacted a REIT regime per se, the specialised investment fund (SIF) regime
enacted on February 13, 2007, has developed into a specialised property fund regime for years.

A SIF shall be any undertaking for collective investment situated in Luxembourg (i) the exclusive object of
which is the collective investment of its funds in assets in order to spread the investment risks and to ensure
for the investors the benefit of the results of the management of its assets, (ii) the securities or partnership
interests of which are reserved to one or several well-informed investors and (iii) the constitutive documents or
offering documents or partnership agreement of which provide that it is subject to the provisions of the law of
February 13,2007, as amended, relating to specialised investment funds (SIF Law). The SIF Law is divided into
two parts: part | covering the general provisions applicable to SIFs and part Il dedicated to specific provisions
applicable to SIFs managed by an authorised alternative investment fund manager (AIFM).

In 2016, the Reserved Alternative Investment Fund (RAIF), a new type of investment fund, was launched,
as further detailed below. This new type is almost in every respect similar to a SIF, with the most important
difference being that a RAIF is not directly supervised by the Luxembourg Commission de Surveillance

du Secteur Financier (CSSF) but indirectly requlated via its mandatorily appointed authorised alternative
investment fund manager (AIFM).

In addition, there are plans to enact a separate REIT regime comparable to those of other European countries.
This new REIT regime is currently under discussion amongst the authorities and the market players.

In the event that the units or shares are offered to retail investors, Regulation (EU) No 1286/2014 on key
information documents for packaged retail and insurance-based investment products (PRIIPs Reqgulation)
shall be applicable. The purpose of the PRIIPs Regulation is to improve information disclosures and
protection of retail investors with the provision of a key information document (KID) prior to the subscription
of a packaged retail and insurance-based investment product. The KID introduced common standards

for the presentation of information for retail investors regarding packaged retail and insurance-based
investment products, which must allow these investors to understand and compare the main risks, features,
costs and possible future performance of the products concerned.

The law of April 17, 2018 on key investor documents for packaged retail and insurance-based investment
products (PRIIPs Law) was published in the Mémorial A on April 19, 2018 and entered into force on April 23,
2018. The PRIIPs Law provides that the CSSF and the Commissariat aux Assurances (CAA) are designated as
the authorities competent for the supervision of the compliance with the PRIIPs Regulation at a national level.

2 Requirements regarding the SIF

2.1 Formalities/procedure

Key requirements

- Authorisation and ongoing supervision by the Luxembourg Supervisory authority
- Arequirement for a depositary

EPRA Baker
el e McKenzie.



GLOBAL REIT SURVEY 2025 LUXEMBOURG - SIF - RAIF

Every SIF must be authorised by the supervisory authority of the financial sector, the CSSF. The CSSF @
will review and authorise the SIF’s (i) constitutive documents (i.e. the Articles of Association for the BACK
corporate form of SIF or the management requlations for the contractual SIF) and offering document and Top
(i) approve the various intervening parties in the SIF (e.g. depositary, central administration, portfolio

managers), its risk management process and other internal procedures (conflict of interest policy, etc.).

The CSSF will also look at the identity of the persons in charge of the management of the SIF (members
of the board of directors, day-to-day managers, where applicable, etc.). Where the SIF qualifies as an
Alternative Investment Fund (AIF) under Directive 2011/61/EU (AIFMD) transposed into Luxembourg
legislation by the law of July 12, 2013, on alternative investment fund managers (AIFM Law), the CSSF
will review compliance with the reqgulatory regime deriving from and in particular the appointment of an
authorised or registered alternative investment fund manager.

Upon authorisation, each SIF is entered on the official SIF list maintained by the CSSF. Registration on this
list proves that the SIF is subject to ongoing prudential supervision by the CSSF.

A SIF must entrust the custody of its assets to a depositary bank that is either (i) a credit institution

or an investment company having its registered office in Luxembourg, (ii) the Luxembourg branch of a
credit institution or an investment company having its registered office in another member state of the
European Union or (iii) for closed-ended real estate SIFs (i.e., SIFs that do not foresee redemption rights
for a period of five years from the date of the initial investments and which generally do not invest in
assets which shall be held in custody in accordance with the AIFM Law), a Luxembourg entity having the
status of a professional depositary of assets other than financial instruments. The duties of the depositary
of an SIF depend on whether or not the SIF qualifies as an AlF:

e Inrespect of SIFs qualifying as AlFs, the depositary rules derive from the AIFMD (assets safekeeping,
cash flow monitoring, and oversight duties); and

e Inrespect of SIFs that do not qualify as AlFs, the depositary’s duties should be understood in the
sense of ‘supervision’, which implies that the depositary must have knowledge at any time of how the
assets of the SIF have been invested and where and how these assets are available.

For property investments, the depositary will monitor the acquisition and disposition process of either
the property or property rights directly in an asset transaction or of the intermediate special purpose
vehicle(s) if the property is held via special purpose vehicles.

Since January 1, 2019, the depositary of a SIF (qualifying as a SIF or not) must comply with the provisions
of the CSSF Circular 18/697, which, in particular, provides the organisational arrangements that need to be
complied with by the depositary.

2.2 Legal form/minimum share capital

Legal form Minimum share capital/Net Assets*

- Contractual form (FCP) EUR 1.25 million
- Corporate form (SICAV)
- Other form (e.g. SICAF)

Legal form

A SIF may be organised under any of the following three categories:

i.  Common Fund (Fonds Commun de Placement or FCP):

The contractual type fund is a co-ownership of assets with no legal personality, which is managed, on
behalf of the joint owners, by a management company based in Luxembourg. An investor in an FCP
receives, as a counterpart for its investment, units of the FCP, which may be issued as registered, in
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bearer or dematerialised securities and which represent a portion of the net assets of the FCP. Unlike @
shares of a corporate type fund, units of an FCP do not offer statutory ‘shareholder’ rights (unless BASK
expressly provided for in the management requlations of the FCP). Unitholders are only liable for up Top

to the amount contributed by them.

ii. Investment Company with Variable Capital (Société d’Investissement & Capital Variable - SICAV):

A SIF may be incorporated in the form of a public limited company (société anonyme-SA), a corporate
partnership limited by shares (société en commandite par actions-SCA), a limited partnership (société
en commandite simple-SCS), a special limited partnership (société en commandite speciale-SCSp), a
private limited liability company (société a responsabilité limitée-Sarl) or as a cooperative company
organised as a public limited company (société cooperative organisée sous forme de société anonyme-
SCoopSA). The SICAV acronym only refers to the variable capital concept, whereby the variations in
the capitalisation of the SIF are organised without any specific formal requirements.

iii. SlIFsthat are neither FCPs nor SICAVs:

This third category is a residual category allowing the formation of a SIF under other legal forms
or arrangements such as an association or even a fiduciary contract or any of the corporate forms
mentioned under item (ii) though with fixed capital (and then referred to as a SICAF).

All of the above fund types may furthermore be organised as single funds or as umbrella (multi-
compartment) funds. An umbrella fund (which merely exists through its compartments or sub-funds) is
segregated into one or more compartments or sub-funds, each of which corresponds to a separate pool of
assets and liabilities. Each compartment or sub-fund is linked to a specific pool of properties or property
rights, which are ring-fenced from the properties or property rights in other compartments/sub-funds.

Although the umbrella fund constitutes a single legal entity (if a SICAV or SICAF) or a single contractual
arrangement (if an FCP), unless otherwise provided for in the fund documentation, the assets of a
compartment or sub-fund are exclusively available to satisfy the rights of investors and creditors existing
in relation to that compartment or sub-fund only.

The umbrella structure and its terms must be detailed in the constitutive documents of the SIF. In addition
to the umbrella structure, it is also possible to create various classes of units or shares in an SIF or within
each compartment or sub-fund. Such classes of units or shares may differ, inter alia, as to their fee
structure, distribution policy, and type of target investors.

Minimum capitalisation

The minimum capitalisation for a real estate SIF is EUR 1.25 million. This minimum must be reached within a
period of 24 months from the authorisation by the CSSF of the SIF and may be constituted by the subscribed
capital increased by the share premium or the value of the amount constituting partnership interest. In the
case of an umbrella SIF, this minimum capital requirement applies to the SIF as a whole and not to a single
compartment.

2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

Well-informed investors No

Shareholder requirements

Units, shares and other securities issued by SIFs are reserved for ‘well-informed’ investors. A ‘well-
informed’ investor is an institutional investor, professional investor as well as any other investor who

meets the following conditions:
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a. He has declared in writing his adhesion to the status of well-informed investor; and @
BACK

b. (i) Heinvestsaminimum of EUR 100,000 in the SIF; or Top

(i) He has obtained an assessment made by a credit establishment as defined in Requlation (EU)
No 575/2013, by an investment firm as defined in Directive 2004/39/UE, by a management
company as defined in Directive 2009/65/EC, or by an authorised AIFM within the meaning of
the AIFMD, certifying his expertise, his experience and his knowledge to adequately appraise an
investment in a SIF.

Listing requirements
There are no mandatory listing requirements to fulfil in order to achieve SIF eligibility.

2.4 Asset level/activity test

Restrictions on activities/investments

Principle of risk-spreading

A SIF may invest in any (transferable) real estate asset or right, and more particularly in (i) real estate (i.e.,
lands and buildings) registered in the name of the SIF, (ii) participation in real estate companies (including
loans to such companies) the exclusive object and purpose of which are the acquisition, development and
sale together with the letting and tenanting of real estate, and (iii) various long-term real estate-related
interests such as rights to ground rents, long-term leases and option rights over real estate investments.

By and large, a SIF may invest in any type of real estate assets and pursue any type of real estate
investment strategy subject to compliance with the principle of risk-spreading. Although the SIF Law does
not provide for quantitative investment restrictions, the CSSF has issued further guidance in Circular
07/309.

In general, the CSSF considers that the risk-spreading principle is complied with if a SIF does not invest
more than 30% of its assets or subscription commitments into (i) a single property, (ii) the same property
right or (iii) the same issuer of property rights. Property whose economic viability is linked to another
property is not considered a separate item of property for this purpose.

These restrictions do not apply to investments in securities issued or guaranteed by an OECD Member
State orits regional or local authorities or by EU, regional or global supranational institutions and bodies
and (ii) investments in target UCls that are subject to risk-spreading requirements at least comparable to
those applicable to SIFs.

However, the CSSF may provide exemptions from the restrictions laid out in Circular 07/309 on a case-by-
case basis (e.g. the 30% rule may not apply during a start-up period) and upon appropriate justification.
The CSSF may also request that additional restrictions be adhered to, in the cases of SIFs with specific
investment policies.

2.5 Leverage

Leverage

No quantitative restrictions

Though the SIF Law does not provide for quantitative borrowing restrictions, the CSSF requires clear disclosure
of the contemplated borrowing ratio in the offering document. The CSSF will typically review borrowing ratios
in light of market trends and may object to those ratios that are clearly outside those trends.

EPRA Baker
el e McKenzie.



GLOBAL REIT SURVEY 2025 LUXEMBOURG - SIF - RAIF

2.6 Profit distribution obligations @

BACK

TOP

Operative income Capital gains

No obligation No obligation N/A

There are no profit distribution obligations or restrictions applicable to SIFs as long as the minimum
capitalisation is complied with. The net assets may, in principle, not fall below the legal minimum of EUR
1.25 million.

2.7 Sanctions

Penalties/loss of status rules

- Withdrawal from the official list
- Dissolution and liquidation
- Criminal penalties

The non-compliance with the SIF Law, applicable CSSF Circulars and certain other rules or requlations
may result in the striking of the fund from the official SIF list by the CSSF, subsequently triggering

a liguidation of the SIF. Criminal penalties may apply to those involved with the management or
administration of a real estate SIF, although not to the fund itself.

3 Tax treatment at the level of the SIF

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Not subject to tax Not subject to tax Not subject to tax

Current income, capital gains and withholding tax

Luxembourg specialised real estate funds are not subject to corporate income, municipal business and
net wealth tax on the profits derived from investments, whether such profits constitute current income or
capital gains. They are also not subject to withholding tax upon dividend distribution, capital reduction,
interest payment, etc.

In specific cases, SIF incorporated in the form of a public limited company (société anonyme-SA), corporate
partnership limited by shares (société en commandite par actions-SCA), private limited liability company
(société a responsabilité limitée-Sarl) or as a cooperative company organised as a public limited company
(société cooperative organisée sous forme de société anonyme-SCoopSA) can benefit from certain double
tax treaties, to be assessed on a case-by-case basis.

Other taxes
Annual subscription tax

Specialised real estate funds are subject to a 0.01% annual subscription tax (taxe d'abonnement), which is payable
quarterly and is calculated on the aggregate net assets of the fund as valued on the last day of each quarter.
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Examination fees @

BACK

Specialised real estate funds are subject to an instruction tax (taxe d’instruction) amounting to EUR 4,400 roe

due for the examination by the CSSF of the application for authorisation. In the case of a SIF with multiple
compartments, the instruction tax amounts to EUR 8,800 and EUR 16,500 for an in-house managed SIF
qualified as an alternative investment fund.

Capital duty

As such, no capital duty will be levied on the issuance of shares or an increase in capital. That said, a fixed
registration duty of EUR 75 would be applicable on transactions involving Luxembourg notaries (i.e.,
incorporation, amendments of by-laws, and transfer of seat to Luxembourg).

Withholding tax

Dividend distributions made by a specialised real estate fund are not subject to dividend withholding tax.

Real estate tax

An annual 20% Real Estate Withholding tax (REWHT) applies on real estate income (rents and capital
gains) derived from immovable properties located in Luxembourg by certain investment vehicles without
the possibility of availing from any particular deduction. The investment vehicles that are in the scope of
the present measure are the following entities having a legal personality distinct from their partners:

* Undertakings for Collective Investment ‘UCIs’ subject to part Il of the law of December 10, 2010 (as
amended) except those having the legal form of common limited partnerships CLPs (Common Limited
Partnerships - ‘Sociétés en Commandite Simples’);

e SIFs, except CLPs; and
* RAIFs that are subject to Article 1 of the law of July 23, 2016 (as amended), except CLPs.

The 20% REWHT also applies to gains derived by the investment vehicles referred to above from the
sale of shares or units in (tax transparent) partnerships or contractual funds holding Luxembourg real
estate assets.

The 20% REWHT does not affect investment vehicles investing directly or indirectly into foreign real
estate assets located outside of Luxembourg.

Relevant taxpayers (in-scope investment vehicles) have to file their real estate levy return by May 31 of
each following calendar year in case any relevant income has been derived from Luxembourg real estate
in the previous year.

The mandatory filing obligation must be carried out via the MyGuichet platform. Failure to comply with
this reporting obligation may lead to a fine of EUR 10,000.

VAT

Based on established Luxembourg VAT administrative practice, Luxembourg-requlated funds are
considered as VAT-able persons carrying out VAT-exempt operations without being entitled to

recover input VAT incurred on expenses. They are released from the obligation to be VAT registered in
Luxembourg unless they are liable to declare and pay Luxembourg VAT on services received from foreign
suppliers and owning and letting immovable property subject to VAT and/or performing intra-community
acquisitions of goods exceeding EUR 10,000 per year (VAT excluded).

1To be determined on a case-by-case basis
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3.2

3.3

4

4.1

Management services provided to a Luxembourg-specialised real estate fund are, in principle, exempt
from Luxembourg VAT.

Accounting rules

Specialised real estate funds may either apply Luxembourg’s generally accepted accounting standards or IFRS.

Transition requlations

Conversion into REIF (SIF) status

Taxation of underlying assets or properties

The conversion may be a realisation event for tax purposes and thus trigger the taxation of any underlying
properties or assets, provided that Luxembourg has the right to tax according to the relevant double tax
treaties. Each conversion thus requires a detailed analysis of the potential tax implications.

Registration duties

Registration duties

Luxembourg real estate transfer tax (max. 10%)

Luxembourg’s specialised real estate funds are subject to registration duties such as real estate transfer
tax (droit de mutation a titre onéreux) on real estate acquisitions and transfers located in Luxembourg (i.e.
7%/10% depending on the municipality and the type of real property). If real property is contributed to

a Luxembourg company against the issuance of shares, a reduced rate of 3.4% (2.4% reqistration duties
and 1% transfer duty) for Luxembourg City is applicable. However, for certain types of properties located
in Luxembourg City, the rate is increased by a municipal surtax bringing the aggregate rate to 4.6%.

Tax treatment at the shareholder level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Corporate income tax (max. 17.12%) combined Income tax (max. 45.78%) N/A
with municipal business tax (max combined rate
of 23.87% for Luxembourg City in 2025)

Net wealth tax (0.5% and 0.05% for the net
wealth tax basis exceeding EUR 500 million)

Corporate shareholder

A corporate domestic shareholder will be fully subject to corporate tax on any income derived from
a Luxembourg-specialised real estate fund in the form of an SA, SCA, Sarl, or Scoop SA. Therefore,
dividends, capital gains, and return of capital received by such shareholders are fully subject to
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Luxembourg corporate income tax (max. 17.12%) and municipal business tax, which may lead to an @
aggregate tax burden of up to 23.87% (for Luxembourg City for 2025). Income received from a BACK
Luxembourg specialised real estate fund in the form of an FCP or SCS (inclusive of SCSp), in principle, Top
is also taxable unless the corporate shareholder could apply the participation exemption or a double

taxation treaty in relation to the fund’s underlying investments, if applicable.

A corporate domestic shareholder will also be subject to the net wealth tax levied on its net assets. A
digressive scale of net wealth tax rate applies as follows:

e 0.5 % of the unitary value up to EUR 500 million; and
e 0.05 % of the unitary value exceeding EUR 500 million.

By way of derogation from the net wealth tax rates above, minimum net wealth tax charges apply as follows:

e EUR 535 if the total balance sheet is less than or equal to EUR 350,000;

e EUR1,605 if the total balance sheet is greater than EUR 350,000 and less than or equal to EUR
2,000,000; and

e EUR 4,815 if the total balance sheet is greater than EUR 2,000,000.

Shares and units in a Luxembourg specialised real estate fund in the form of an SA, SCA, Sarl or Scoop SA
are fully subject to net wealth tax.

Underlying investments held through (a look-through basis) the units in FCP or CLP (including SLP)

in the form of a specialised real estate fund are, in principle, also subject to net wealth tax unless the
corporate shareholders could apply the Luxembourg participation exemption or a double taxation treaty,
if applicable.

Individual shareholder

Income and profit received by an individual domestic shareholder from a Luxembourg specialised real
estate fund in the form of a SA, SCA, Sarl or Scoop SA will be fully subject to Luxembourg tax and borne
by the recipient (max. 45.78%).

Interest paid by the fund in the form of an SA, SCA, Sarl, or Scoop SA to an individual domestic
shareholder managing his or her own private wealth may be subject to a final 20% withholding tax at the
level of the fund and is not included in the taxpayer’s income tax return.

Capital gain on the disposal of shares of a Luxembourg specialised real estate fund in the form of an SA,
SCA, Sarl or Scoop SA earned by an individual domestic shareholder in the management of his or her own
private wealth is not subject to tax if the gain was realised at least six months after the acquisition of the
shares, and provided that the investment in the fund does not represent a substantial (<10%) shareholding
in the fund.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
No taxation No Taxation N/A
Income derived by foreign shareholders who have neither a permanent establishment nor a permanent

representative in Luxembourg to which or to whom the shares or units of the Luxembourg fund are
attributable is not subject to income taxes in Luxembourg.
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5 Tax treatment of the foreign REIT and its domestic shareholder @
Foreign REIT Corporate shareholder Individual shareholder
N/A Fully taxed Fully taxed

Corporate shareholder

A corporate domestic shareholder will be fully subject to tax on any income derived from a foreign

REIT unless the foreign REIT would qualify under the Luxembourg participation exemption. Therefore,
dividends, capital gains, and return of capital received by such shareholders should be fully subject

to Luxembourg corporate income tax (max. 17.12%) and municipal business tax, which may lead to an
aggregate tax burden of up to 23.87% (for Luxembourg City for 2025). Income received from a foreign
REIT that is considered tax transparent from a Luxembourg tax perspective in principle is also taxable but
not to the extent the corporate shareholder could apply the participation exemption or a double taxation
treaty in relation to the fund’s underlying investments, if applicable.

For instance, since the entry into force of the new double tax treaty concluded between Luxembourg and
France on January 1, 2020, dividends paid out of income derived from immovable property by certain
French investment vehicles (e.g. French OPCls) that distribute most of this income annually and whose
income and gains derived from immovable properties are exempt from taxation in France will be taxable

in Luxembourg, while up until today these were often exempt under certain conditions (25% holding
threshold). In addition, France will be allowed to withhold a 15% withholding tax when the resident

of Luxembourg who is the beneficial owner of the dividend holds less than 10% of the capital of said
investment vehicle. When the 10% or more threshold is met, the French domestic provisions will apply (i.e.,
25% from 2022 onwards). The elimination of double taxation is achieved through the credit method.

A corporate domestic shareholder will also be subject to net wealth tax levied on its net assets at the
rates described above in section 4 of this survey;in principle, shares and units in a foreign REIT are fully
subject to net wealth tax. Units in a foreign REIT that is considered tax transparent from a Luxembourg
tax perspective are, in principle, also subject to net wealth tax, but not to the extent that the corporate
shareholders could apply (on a look-through basis) the Luxembourg participation exemption or a double
taxation treaty, if applicable.

Individual shareholder

Income and profit received by an individual domestic shareholder from a foreign REIT should be fully
subject to Luxembourg tax in the hands of the recipient (max. 45.78%) unless a specific exemption under
a double taxation treaty exists.

6 The Reserved Alternative Investment Fund (RAIF)

The Luxembourg law on reserved alternative investment funds (RAIF Law) was published on July 28, 2016.

The RAIF regime is substantially based on the regime for specialised investment funds (SIFs) previously
described, and the RAIF Law has therefore been drafted by adopting many provisions from the SIF Law.
The main similarities concern (i) the various legal forms (corporate and contractual) that are available, (ii)
the absence of limitations as regards eligible assets or investment policies, (iii) the possibility of setting up
an umbrella structure with multiple compartments and share/unit classes as well as (iv) in terms of flexible
subscription, redemption and distribution features. In addition, in principle, RAIFs will be subject to a 0.01%
subscription tax (or a zero rate in certain circumstances). However, the main difference is that RAIFs will not
be subject to either prior CSSF approval or ongoing supervision by the CSSF. Once formed, the RAIF units
can immediately be marketed to the AIFMD passporting requirements.
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The RAIF regime is applicable: @

BACK
e To Luxembourg AlFs managed by an authorised and fully licensed AIFM (which can also be based in an ToP
EU Member State other than Luxembourg), which must be an external entity (contrary to a SIF-AIF, a
RAIF cannot be managed internally);

e Thatinvestin accordance with the principle of risk-spreading (except for exclusive SICAR-like
investments);

e Whose securities or partnership interests are reserved for well-informed investors; and

* Whose incorporating documents (i.e. articles of association, management requlations or partnership
agreement) expressly provide that they are subject to the provisions of the RAIF Law (therefore, the
RAIF regime is optional).

Being managed by an authorised and fully licensed EU-based AIFM, the RAIF will also benefit from all EU
AIFMs’ passporting advantages through a requlator-to-regulator notification regime. Consequently, the
RAIF’s units/shares and interests will be distributed by way of the marketing passport across Europe to
professional investors only. Subject to an opinion and positive advice from the European Securities and
Markets Authority (ESMA), the EU Commission may decide to extend the passport to non-EU AIFMs,
which may then also manage RAIFs and benefit from the passport, subject to compliance with the AIFMD
requirements. A Luxembourg-approved statutory auditor (Réviseur d’entreprises agréé) must audit the
RAIF’s annual accounts.

It should be noted that several investment regimes available in Luxembourg can be combined in order
to comply with differing investor needs. In the first stage, a RAIF could be set up in a limited amount

of time without prior CSSF approval in order to quickly organise a first closing for investors that do not
compulsorily need a directly supervised structure. At a later stage, the RAIF could be converted into an
SIF with prior CSSF approval in order to attract further investors who wish or are required to investin a
directly supervised investment vehicle.

Following the formal adoption of the withdrawal agreement by the Council of the European Union on
January 30, 2020, the United Kingdom left the European Union but the United Kingdom entities could
continue to work in Luxembourg on the basis of their passporting rights until December 31, 2020. In
connection with Brexit and in the broader context of the topic of reverse solicitation in relation to the
provision of cross-border financial services, ESMA published a statement on January 13, 2021 (ESMA35-
43-2509) reminding market participants about the strict limits of reverse solicitation exemption.

As of today, the United Kingdom-based financial services firms will have to comply with the national
requirements of each EU member state in order to access that state’s market. In connection with the
provision of investment services across the EU, ESMA launched a consultation paper dated 17 November
2022 (ESMA35-36-2640), followed by the publication of a final report on 11 July 2023, concerning
investment firms providing or that may in the future provide investment services and activities on a cross-
border basis in accordance with Article 34 of Directive 2014/65/EU of the European Parliament and of the
Council (MIFID II).

7 Tax treatment at the level of the RAIF

The tax treatment applicable to RAIF is similar to that of Luxembourg SIFs. In this regard,
please refer to Section 4.

However, RAIF can opt for the risk capital tax regime (SICAR-like regime - ‘RAIF Article 48°).
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Corporate tax/withholding tax for RAIF Article 48 @

B?gK
TOP

Current income Capital gains Witholding tax

Subject to CIT and MBT with exemption = Subject to CIT and MBT with Not subject to tax

onincome and gains deriving fromrisk | exemption on income and

capital investments gains deriving from risk capital

investments

Current income, capital gains and withholding tax of the RAIF Article 48

RAIFs Article 48 under corporate form are subject to CIT and MBT on their income at an aggregate tax
rate of 23.87% (in the municipality of Luxembourg City). However, income and capital gains derived from
risk capital investments are tax-exempt. RAIF Article 48 should only be subject to the minimum NWT.

Finally, RAIFs Article 48 should benefit from double tax treaties and EU Directives (to be assessed on a
case-by-case basis).

Annual subscription tax

RAIF Article 48 is not subject to annual subscription tax (taxe d'abonnement).

Capital duty

As such, no capital duty will be levied on the issuance of shares or an increase in capital. That said, a fixed
registration duty of EUR 75 would be applicable on transactions involving Luxembourg notaries (i.e.,
incorporation, amendments of by-laws, and transfer of seat to Luxembourg).

Withholding tax
Dividend distributions made by RAIF Article 48 are not subject to dividend withholding tax.
VAT

RAIF Article 48 should be treated as a taxable person from a Luxembourg VAT perspective. Fees charged
by service providers for the management of the RAIF Article 48 should fall within the Luxembourg VAT
scope and benefit from the abovementioned VAT exemption, thus not triggering any VAT cost.
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Tax treatment at the shareholder level @
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Domestic shareholder

Corporate shareholder Individual shareholder Witholding tax

- Corporate income tax (max. 17.12%) Income tax (max. 45.78%) however = N/A
combined with municipal business a 50% exemption may apply
tax (max combined rate of 23.87%
for Luxembourg city in 2025)

- Net wealth tax (0.5% and 0.05% for
the net wealth tax basis exceeding
EUR 500 million)

- However, the exemption may apply
toincome and gains under the
Luxembourg participation. Under
the same conditions, the shares held
may be exempt from net wealth tax

Corporate shareholder

A corporate domestic shareholder will be fully subject to corporate tax on any income derived from a
Luxembourg RAIF Article 48 in the form of an SA, SCA, Sarl or Scoop SA. Therefore, dividends, capital
gains, and return of capital received by such shareholders are fully subject to Luxembourg corporate
income tax (max. 17.12%) and municipal business tax, which may lead to an aggregate tax burden of up to
23.87% (for Luxembourg City for 2025).

However, the Luxembourg participation exemption may apply, in which case, dividends and capital gains
may be tax-exempt in Luxembourg. Should the conditions of the Luxembourg participation not be met, the
corporate shareholder may benefit from a 50% exemption on dividends received from the RAIF Article 48.

Income and gains received from a Luxembourg RAIF Article 48 in the form of an FCP or SCS (inclusive
of SCSp), in principle, are also taxable unless the corporate shareholder could apply the participation
exemption or a double taxation treaty in relation to the fund’s underlying investments, if applicable.

A corporate domestic shareholder will also be subject to the net wealth tax levied on its net assets. A
digressive scale of net wealth tax rate applies as follows:

e 0.5 % of the unitary value up to EUR 500 million; and
e 0.05 % of the unitary value exceeding EUR 500 million.

By way of derogation from the net wealth tax rates above, minimum net wealth tax charges apply (please
refer to Section 4.1).

Shares and units in a Luxembourg RAIF Article 48 in the form of an SA, SCA, Sarl, or Scoop SA are fully
subject to net wealth tax unless the Luxembourg participation exemption regime applies.

Underlying investments held through (a look-through basis) the units in FCP or CLP (including SLP) in the
form of a specialised real estate fund are, in principle, also subject to net wealth tax unless the corporate
shareholders could apply the Luxembourg participation exemption, if applicable.
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Individual shareholder @

BACK

Income and profit received by an individual domestic shareholder from a Luxembourg RAIF Article 48 or

in the form of an SA, SCA, Sarl, or Scoop SA will be fully subject to Luxembourg tax and borne by the
recipient (max. 45.78%). However, a 50% exemption on dividends received from the RAIF Article 48

may apply.

Capital gain on the disposal of shares of a Luxembourg RAIF Article 48 in the form of an SA, SCA,
Sarl or Scoop SA earned by an individual domestic shareholder in the management of his or her own
private wealth is not subject to tax if the gain was realised at least six months after the acquisition
of the shares, and provided that the investment in the fund does not represent a substantial (<10%)
shareholding in the fund.

Foreign shareholder

Corporate shareholder Individual shareholder Witholding tax

No taxation No taxation No taxation

Income derived by foreign shareholders who have neither a permanent establishment nor a permanent
representative in Luxembourg to which or to whom the shares or units of the Luxembourg fund are
attributable is not subject to income taxes in Luxembourg.
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1 General introduction ©)
BACK
TO
TOP
Fund name Enactedyear Citation REIT type
FBI 1969 FBI (art. 28 CITA) In principle corporate type (only for corporate taxpayers)

The Netherlands introduced the Fiscal Investment Institution regime (fiscale beleggingsinstelling: FBI) in
1969. An FBl s, in principle, subject to Dutch Corporate Income Tax, albeit at a rate of zero per cent (0%)
(a de facto full exemption). The FBI regime has been incorporated in the Dutch Corporate Income Tax Act
1969 (Wet op de vennootschapsbelasting 1969: CITA) and should be considered a tax facility. It may apply
to passive portfolio investments, including real estate (although direct investment in Dutch real estate is
prohibited under the FBI regime as of 2025).

Over the past years, the application and scope of the FBI regime have been heavily debated. One of the
unintentional possible side-effects identified was the situation in which neither corporate income tax

nor dividend withholding tax was levied on Dutch source real estate income derived by foreign investors
directly investing in Dutch real estate or via an FBI. Another unintentional effect identified concerned the
situation in which foreign investment institutions invested in Dutch entities and claimed a refund of Dutch
dividend withholding tax withheld on distributions by the Dutch entity based on the argument they were
comparable to an FBI and, therefore, should be able to apply the same dividend tax remittance rebate
applicable to Dutch FBIs based on EU law.

In response to questions raised in Parliament, the Dutch Ministry of Finance initiated an investigation as
to whether a targeted amendment of the FBI regime was required in order to prevent these undesired
situations in which the Netherlands could not (fully) exercise its taxing rights with regards to income
derived from Dutch real estate held via FBIs (or foreign comparable entities).

This has resulted in the bold move to disallow the FBI to invest directly in real estate altogether. The final bill
of law to that effect was published on Dutch Budget Day (September 19, 2023) and adopted on December
29,2023. The bill included transitory measures in relation to real estate transfer tax for those FBIs that were
required to reorganize their investments, which entered into force on January 1, 2024, whilst the prohibition
to make direct investments in Dutch real estate entered into force on January 1, 2025. The FBI regime will
remain available for other portfolio investments (e.g. securities), direct investment in non-Dutch real estate,
and indirect investment in real estate through taxable subsidiary entities.

Following questions raised by the Senate, the State Secretary for Finance ultimately pledged to
commission a study into the advantages and disadvantages of introducing a new REIT regime, in addition
to the FBI regime. The findings were ultimately presented to Parliament on June 7, 2024. The study
suggests that a REIT regime could contribute positively to the Dutch investment climate by promoting
investment in Dutch real estate, including sustainable and affordable housing. It could also help maintain
the Netherlands’ attractiveness to foreign capital. However, the State Secretary emphasized that non-
fiscal factors such as legal certainty, market reqgulation, and financing conditions also play a role.

Considering the caretaker status of the current government, it is now up to the future government
to decide whether to proceed with the development and implementation of a new REIT regime in the
Netherlands.

Sector summary*

Number in EPRA Sector mkt cap % of Global

Listing country Number of REITs REIT Index (EUR m) REIT Index

Netherlands 3 3 3,009.54 0.16%
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Top three REITs* @
BACK
TO
TOP
Mkt Cap 1yrreturn o % of Global
Company name (EUR m) (EUR) % Div Yield REIT Index
EuroCommercial Ppty 1,438.19 28.02% 7% 0.08%
Wereldhave 788.08 39.20% 7% 0.05%
NSINV 456.03 34.02% 7% 0.03%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

Application in the corporate income tax return

In the Netherlands, an eligible investment company may elect to apply for the FBI regime by making the
appropriate election in its corporate income tax return, which is filed after the end of the relevant tax year.

The FBIregime is a corporate income tax regime, and its application is not contingent on the satisfaction of
regulatory requirements for purposes of, for instance, the Financial Supervision Act (Wet op het financieel
toezicht: FSA). However, less restrictive shareholder requirements apply if the FBI is under the supervision of
the Netherlands Authority for the Financial Markets (see Section 2.3 below).

In addition, it should be mentioned that an unregulated, open-ended mutual investment fund (fonds voor
gemene rekening) became tax transparent as of January 2025 as a consequence of changes to the Dutch tax
entity classification rules. For this reason, the aforementioned unrequlated funds can no longer make use of
the FBI regime as of 2025 (see also Section 3.2).

2.2 Legal form/minimum share capital

Legal form Minimum share capital
- Dutch private limited liability company (BV) - BV:None

- Dutch public limited liability company (NV) - NV:EUR 45,000

- Open-ended mutual investment fund (FGR) - FGR:none

- Comparable foreign legal entity

Legal form

A Dutch public liability company (NV), a private limited liability company (BV), an open-ended mutual
investment fund (fonds voor gemene rekening: FGR), or comparable foreign entities are eligible for the FBI
regime. Comparable foreign legal entities are not required to have Dutch residency, but they should be
liable to Dutch corporate income tax.
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If an FBI takes the form of an FGR - an entity that in itself does not have legal personality - it is required @

to have a management company. An FBI can only be self-managed if it is in the form of a company, BACK

although a management company could also be used in that situation. ToP

Due to amendments to the Dutch tax entity classification rules as of January 1, 2025, an FGR is only able
to obtain FBI status in case it is (in addition to certain other conditions) a requlated fund for purposes of

the Financial Supervision Act. Since 2025, unrequlated FGRs are tax transparent and, by that virtue are

no longer eligible for FBI status.

Minimum share capital

The FBI regime does not impose any requirements as to minimum share capital. However, minimum
capital requirements do follow Dutch company law and are as follows for the various Dutch entities:

¢ BV: none;
¢ NV:EUR45,000;and

¢ FGR:none.

2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

If the entity is listed or requlatory licensed: None

- Onesingle corporate entity standalone - or together with affiliates - may not hold
45% or more of the shares

- Onesingle individual may not hold 25% or more of the shares

If the entity is not listed or licensed:

- Individuals/non-taxable corporate entities/reqgulated FBIs must own at least 75%
of the shares in the FBI

- Onesingle individual may not hold 5% or more of the shares

Further, in both cases:

- Dutch corporate entities may not own 25% or more of the shares in the FBI through
the interposition of foreign entities

Shareholder requirements

The FBI shareholder requirements are more relaxed if either the FBl is listed on any recognised stock
exchange, it (or its manager) has a licence pursuant to the FSA, or it (or its manager) benefits from an
exemption of a license requirement as a result of being subject to requlatory supervision by another

EU member state (hereinafter referred to as a ‘requlated FBI’). If the FBI does not meet any of these
requirements (hereinafter referred to as a ‘non-requlated FBI’) more stringent shareholder requirements
must be met.

In the case of a requlated FBI, the shareholder requirements can be summarised as follows:

* Asingle corporate entity (a requlated FBI excluded) which is subject to any form of profit tax or an
entity whose profits are taxed in the hands of its participants (i.e. a transparent entity) may not own
45% or more of the shares together with affiliated entities; and

* Asingle individual may not own 25% or more of the shares.
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In case of a non-requlated FBI, the shareholder requirements are as follows: @
BACK

e At least 75% of the shares must be held by any combination of (i) individuals; (ii) corporate entities rop
which are not subject to any form of profit tax or which are exempt therefrom and whose profit is not
taxed in the hands of the beneficial owner of those profits; and (iii) directly or indirectly by requlated

FBIs; and
e Asingleindividual may not own 5% or more of the shares.

Irrespective of whether the FBI is requlated or not, all FBIs must meet the condition that their shares are not
owned for 25% or more by Dutch resident entities through the interposition of non-Dutch entities that have
a capital divided into shares or of non-Dutch mutual funds.

However, it is approved by the Dutch Ministry of Finance that non-requlated FBIs, having a non-requlated
FBI as a shareholder who owns more than 25% of the shares, will meet the shareholder requirements,
provided the non-requlated FBI distributes 95% of the available profits before closing its financial year to its
non-requlated FBI parent company. Therefore, multi-layer FBI structures are possible to a certain extent.

Listing requirements

Listing is not required, but it does offer access to less restrictive shareholder requirements.

2.4 Asset level/activity test

Restrictions on activities/investments

- FBIs are only permitted to invest in passive portfolio investments
- FBls are allowed to invest abroad

The statutory purpose and the actual activities of an FBI must be restricted to portfolio investing only.
Barring a few exceptions specified by law, the FBI is prohibited from being engaged in activities that go
beyond the scope of making passive investments. This means that investments must have the objective

of realising a return in terms of yield derived from investment and appreciation in value that one may
reasonably expect from regular investment management (i.e. investments in shares, bonds and real estate).

An FBIinvesting in real estate must thus restrict its activities to the ‘passive’ renting out of and investing
in real estate. The permitted activities of an FBI itself include (i) the granting of guarantees for the benefit
of affiliated companies whose assets comprise at least 90% of real estate (and associated rights); and (ii)
financing such companies with external loans.

Real estate development is not regarded as a ‘passive’ investment activity and therefore prohibited.
However, development activities on behalf of the FBI’s own investment portfolio itself are specifically
permitted. These activities should be carried out by a subsidiary company that is subject to tax at the
standard statutory corporate income tax rate (the taxable amount up to EUR 200,000 will be subject to
arate of 19%; in excess thereof, the rate is 25.8% (in 2025). This ‘development subsidiary’ is not allowed
to carry out any other activity than development activities for the FBI’s own portfolio of properties, and it
should charge the FBI an at arm’s length (development) fee. For practical purposes, the law provides for a
safe harbour rule to avoid discussions about the nature of relatively small investment activities: improving
and expanding existing real estate objects will not be considered ‘development activities’ as long as the
investments involved do not exceed 30% of the relevant property’s market value determined under the
Value of Immovable Property Act (Wet waardering onroerende zaken: ‘W0Z2’).

Ancillary business activities, like specific property-related services, are permitted if they are related to
the FBI’s own portfolio of properties. These activities should also be carried out via a reqularly taxable
subsidiary (standard corporate tax rates of 19/25.8% in 2025). This subsidiary must charge the FBI an
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at arm’s length (service) fee. The allowed ancillary business services may not exceed certain statutory @

qualitative and quantitative limits. BASK

TOP
Following the recently introduced rules, an FBI is no longer allowed to invest directly in Dutch real estate as

of January 1,2025. An FBI is still allowed to invest directly in non-Dutch real estate as well as in sharesin a

regularly taxed subsidiary that owns real estate.

In addition to direct investments in Dutch real estate, an FBI is also no longer allowed to hold receivables
on entities owning Dutch real estate, if the remuneration on such receivables is mainly related, legally or
factually, to income from such Dutch real estate.

Furthermore, under the new rules, an FBI is still allowed to hold a regularly taxed subsidiary engaged in real
estate development. However, such a development company may no longer develop Dutch real estate for
the benefit of the FBI, but must develop the real estate for the benefit of itself or related entities, which are
regularly taxed. Non-Dutch real estate may still be developed for the benefit of the FBI, the development
company, or a related entity. A similar provision is introduced for reqularly taxed subsidiaries which are
engaged in ancillary property-related services.

2.5 Leverage

Leverage

- 60% of the tax book value of directly/indirectly held real estate and
- 20% of the tax book value of all other investments

The debt of the FBI may not exceed:
* 60% of the tax book value of directly/indirectly held real estate; or

e 20% of the tax book value of all other investments.

Debt is defined as the total amount borrowed by the FBI, which is, in principle, calculated on a non-
consolidated basis.

The 60% leverage ratio for investments in real estate also applies to equity investments through shares
in affiliated companies whose assets comprise at least 90% of real estate (and associated rights).
Further, intra-group loans to such real estate subsidiaries of an FBI may be externally funded by up to
100%. Therefore, intra-group loans to real estate subsidiaries effectively fall outside the FBI's leverage
restriction. Consequently, the FBI will be able to attract external financing in order to provide back-to-
back financing to real estate group subsidiaries without deteriorating its leverage limitations.

2.6 Profit distribution obligations

Operative income Capital gains Timing
100% of taxable profit Capital gains/losses can be Wlfchlnvelght_ months after the end
allocated to a tax-free reserve of its financial year

Current income

Dutch tax law requires that an FBI distributes all (100%) of its profits to its shareholders within eight
months after the end of its financial year. The amount of taxable profit is calculated on the basis of the
reqular rules applicable to corporate income taxpayers, with some exceptions especially provided for FBIs.
In accordance with the reqular rules, depreciation on real estate held by FBls is limited.
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Capital gains @
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The net balance of unrealised capital gains on securities and realised capital gains on all other
investments may be added to a so-called reinvestment reserve (herbeleggingsreserve). These capital gains
are excluded from the taxable profit of the FBI and are not subject to the profit distribution obligation

(see Section 3.1 below).

2.7 Sanctions

Cancellation of FBI status

If at any point in time, an FBI fails to meet any of the requirements to qualify as an FBI, the FBI status will
be cancelled as of the start of the financial year during which such failure occurred, except for a failure of
the profit distribution obligation, which will cancel the FBI status as of the start of the accounting year of
which the profits should have been distributed under this requirement.

The main consequence of a loss of the FBI status is that the relevant entity will become a reqular taxpayer
for Dutch corporate income tax purposes so that its profits, determined in accordance with the reqular
Dutch tax accounting principles, will be subject to Dutch corporate income tax at the standard rates
(19/25.8% in 2025). Prior to the day on which the FBI becomes (or returns to be) a reqular taxpayer for
Dutch corporate income tax purposes, i.e. at the end of the preceding accounting year, its assets are
revalued to fair market value for tax purposes. Consequently, any deemed capital gain recognised as a
result of this revaluation is still subject to the FBI regime and may be added to the revaluation reserve,
further to which it may be treated as share premium for dividend tax purposes.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Currentincome Capital gains Withholding tax

Operational income is part of the Capital gains/losses can be Withholding taxes incurred are
taxable profit and is subject to a allocated to a tax-free reserve and not refunded; FBIs are granted
corporate income tax rate of 0% are then effectively exempt from a Dutch dividend tax remittance
(effective exemption) corporate income tax rebate instead

Current income

An FBIl is subject to corporate income tax in the Netherlands at a rate of 0%. The taxable profits of

an FBI are, in principle, determined on the basis of the same tax accounting principles that apply to
taxpayers reqularly subject to Dutch corporate income tax. The taxable profits typically include the
direct investment result and, if the reinvestment reserve is not applied, the net balance of capital gains
and losses. However, some exceptions on the determination of the taxable profit apply to an FBI. Without
being exhaustive, the main exceptions are:

e The participation exemption does not apply to share investments in entities made by an FBI;

« Subject to conditions and limitations, an FBI can elect to apply a rounding-off reserve (afrondingsreserve);
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* Subject to conditions and limitations, an FBI can elect to apply a reinvestment reserve (see Section 2.6 @

. BACK
above); s

TOP
e Certain particular items which are not deductible for reqular corporate income taxpayers are taken
into account in calculating the taxable profit of an FBI (e.q., the earnings stripping interest deduction
limitation); and

e Income that would be included in the tax base of regular corporate income taxpayers under the
controlled foreign company (CFC) rules.

Capital gains

The FBI can elect to apply a reinvestment reserve. By doing so, the balance of capital gains and losses is
allocated to the reinvestment reserve. By that operation, these items are excluded from the taxable income
and therefore not included in the amount which compulsorily must be distributed to the FBI’s shareholders.
The remainder of taxable income represents the annual distribution obligation (see Section 2.6 above).

Withholding tax

Given that an FBl is liable to Dutch corporate income tax at a rate of 0%, the FBI is effectively unable

to credit Dutch or foreign withholding taxes suffered against its Dutch corporate income tax liability.
Moreover, unlike taxpayers who are reqularly subject to Dutch personal income tax or corporate income
tax, the FBlis not entitled to a refund of Dutch dividend withholding tax upon request.

However, subject to certain conditions and limitations, the FBI is allowed to apply a rebate to its obligation
to remit the amount of Dutch dividend withholding tax that the FBI has to withhold in respect of its
recurrent compulsory distribution of profits in an amount equal to the amount of withholding taxes
suffered by the FBI (afdrachtvermindering). As such, the FBI can impute the domestic and foreign
withholding tax it suffered on distributions it has received against its obligation to remit Dutch dividend
withholding tax that it withholds from the profit distributions it makes to its shareholders.

With respect to such a rebate in respect of foreign withholding taxes suffered (on interest and dividend
only), certain limitations apply. Such limitations are:

e A maximum underlying tax rate of 15% is taken into account with respect to foreign source tax on
dividends and interests; and

e Therebateis further reduced if and to the extent the FBI has shareholders who are entitled to
areduction or rebate of Dutch dividend withholding tax under a prevailing arrangement for the
avoidance of double taxation or by virtue of the Dutch Dividend Withholding Tax Act.

Accounting rules

There are no special commercial accounting rules for FBIs. A listed FBI is required to follow IFRS rules, just
like any other listed company.

3.2 Transitional regulations

Conversion into REIT status

- All assets and liabilities are assessed at market value
- Taxrecognised reserves must be realised and should be added to the taxable profits
- Hidden capital gains and losses must be recognised and are subject to corporate income tax at reqular rates
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At the end of the year, immediately prior to the year that the entity converts to an FBI, all its assets @
and liabilities must be revalued for tax purposes to market value. Unrealised capital gains are therefore BACK
recognised for tax purposes and subject to Dutch corporate income tax in accordance with the regular Top
rules. Tax-free reserves must also be realised and added to the taxable profits. The final tax charge prior

to conversion is levied and due at the reqular Dutch corporate income tax rates (19/25.8% in 2025), i.e., a

special conversion regime or payment delay scheme is not available.

A loss of FBI status also leads to a revaluation of the assets to a fair market value, the very moment before
losing the FBI status (see Section 2.7 above).

3.3 Registration duties

Registration duties

- No capital duties

- Areal estate transfer tax of 10.4% applies in case of an acquisition of Dutch real estate or shares of Dutch
real estate companies

A 10.4% real estate transfer tax (overdrachtsbelasting) applies if an FBI's taxable subsidiary acquires
Dutch real estate (in 2025). In addition, an acquisition leading to an interest of at least one-third in a

real estate company owning in whole or in part Dutch real estate is subject to real estate transfer tax as
well. Real estate transfer tax is levied on the acquirer of Dutch real estate (or the shares of the Dutch real
estate company).

4 Tax treatment at shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Dividends and capital gains The taxpayer is typically taxed - Inprinciple, a withholding tax of 15%
are taxable on the basis of adeemed income = - Creditable

Corporate shareholder

A Dutch corporate investor’s investment in shares of an FBI in principle disqualifies from the Dutch
participation exemption regime. Therefore, any benefits derived from this shareholding in terms of
dividends and capital gains will be included in the taxable profits subject to corporate income tax at the
standard rates (19/25.8% in 2025).

In principle, Dutch corporate investors can credit the Dutch dividend withholding tax that they have
suffered on dividends distributed by the FBI against their Dutch corporate income tax liability (full credit).
Any excess of dividend withholding tax is refundable. Application of the dividend tax remittance rebate
(afdrachtvermindering) by the FBI does not affect the entitlement to a credit for such a Dutch shareholder.

Individual shareholder

The income tax consequences of a Dutch individual shareholder depend on the qualification of the FBI
participation for the investor. In most cases, income from the investment will be taxed annually as a
‘benefit from savings and investments’ (voordeel uit sparen en beleggen). The benefit is calculated as a
deemed return on the fair market value of a taxpayer’s net assets (‘yield basis’ or rendementsgrondslag)
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at the beginning of the year in excess of the ‘exempt net asset amount’ (heffingvrije vermogen) of EUR @
57.684 (2025)." Investments such as a shareholding in an FBI are deemed to yield at a rate of 5.88% of BACK
the fair market value of the investment whereas personal held debts are deemed to lead to costs at a Top
rate of 2.62% of the value of the debts (preliminary rate, actual to be determined in 2026). This deemed

total return is subsequently divided by the yield basis. The percentage resulting from this calculation

is then multiplied by the yield basis in excess of the exempt net asset amount to reach the benefit from

savings and investments. These benefits are taxed at a rate of 36% (2025). The fair market value of the

investment in the FBI thus forms part of the total yield basis of an individual taxpayer. Actual benefits

derived from the participation in the FBI, including any gains realised on the disposal of the shares therein,

are not as such subject to Dutch income tax.

If anindividual owns, alone or together with certain family members, an interest of 5% or more in an FBI
(which is only possible if the FBI is requlated, otherwise the FBI would fail the shareholder requirements),
the dividend distributions and capital gains are subject to the so-called ‘substantial interest’ taxation rules
(aanmerkelijk belang). As of 2025, a two-bracket system applies to all results derived from a ‘substantial
interest’ (dividends and capital gains included) with a reqular rate of 24.5% for income up to EUR 67,804
(per taxpayer) and 31% on the excess.

If an individual owns FBI shares in the course of his enterprise, the proceeds derived from the investment
in the FBI could be subject to tax at progressive income tax rates (up to 49.50%).

Individual shareholders are allowed to credit the Dutch dividend withholding tax that they have suffered
on dividends distributed by the FBI against their personal income tax liability in the Netherlands (full
credit). Application of the dividend tax remittance rebate (afdrachtvermindering) by the FBI does not
affect the entitlement to a credit for such a Dutch shareholder.

Withholding tax

Distributions of profits in whatever name or form made by an FBI are subject to a 15% Dutch dividend
withholding tax. Distributions made from the reinvestment reserve (herbeleggingsreserve) are considered
capital repayments for withholding tax purposes and therefore are not subject to Dutch dividend
withholding tax (if certain formalities are complied with). The repayment of nominal share capital is
generally not subject to Dutch dividend withholding tax. However, the redemption of share premium is
only free from Dutch dividend withholding tax if the FBI does not have any net profit (zuivere winst), such
as available profit reserves or hidden reserves.

As stated above, Dutch taxable corporate and individual shareholders are allowed to credit the Dutch
dividend withholding tax against their corporate income tax or personal income tax liability in the
Netherlands.

A Dutch entity that is not subject to Dutch corporate income tax (e.g. pension funds) can claim a refund of
Dutch dividend withholding tax suffered on distributions by an FBI.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

Generally speaking, should Generally speaking, should - In principle, a withholding tax of 15%
not be subject to corporate not be subject to personal - Tax treaty relief might apply

income tax income tax

- Parent-Subsidiary Directive does not apply

1 The Dutch government announced its intention to introduce new taxation rules for ‘benefits from savings and investment’ based on
actual returns as of 2028.
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Corporate shareholder @

BACK
T0

Generally speaking, foreign corporate investors should not be subject to Dutch corporate income tax e
with respect to their investment in an FBI. However, a foreign corporate investor that owns a so-called
‘substantial interest’ in a Dutch FBI (generally speaking, 5% or more of the FBI’s aggregated nominal
share capital) may be liable to Dutch corporate income tax on the dividends received and capital gains
realised in respect of this substantial interest (standard rates of 19/25.8% in 2025). Conventions for the
avoidance of double taxation concluded by the Netherlands may limit the Netherlands in fully exercising

those taxing rights.

Individual shareholder

Generally speaking, foreign individual investors should not be liable to Dutch personal income tax

with respect to their investment in an FBI. However, a foreign individual investor who owns a so-called
‘substantial interest’ in a Dutch (requlated) FBI (generally speaking, 5% or more of the FBI’s aggregated
nominal share capital) may be liable to Dutch personal income tax on the dividends and capital gains
realised in respect of this substantial interest at a rate of 24.5% for income up to EUR 67,804 (per
taxpayer) and 31% on the excess (2025). Conventions for the avoidance of double taxation concluded by
the Netherlands may limit the Netherlands in fully exercising those taxing rights.

Withholding tax

Distributions of profits in whatever name or form made by an FBI are subject to a 15% Dutch dividend
withholding tax. As of January 1, 2024, a 25.8% conditional withholding tax may apply to profit
distributions to certain low-taxed jurisdictions, hybrid entities, or in abusive situations in case the
beneficial owner has a controlling interest in the FBI (either alone or together with a collaborating group).

Distributions made from the reinvestment reserve (herbeleggingsreserve) are considered capital
repayments for dividend withholding tax purposes and therefore are not subject to Dutch dividend
withholding tax (if certain formalities are complied with). The repayment of nominal share capital is
generally not subject to Dutch dividend withholding tax. However, the redemption of share premium is
only free from Dutch dividend withholding tax if the FBI does not have any net profit (zuivere winst), such
as available profit reserves or hidden reserves.

A corporate shareholder that is neither subject to corporate income tax in its country of residence nor
would be subject to Dutch corporate income tax if the entity were established in the Netherlands can file
arequest to the Dutch tax authorities for a refund of Dutch dividend withholding tax. For non-EU/EEA
investors, it is required that their investment falls within the scope of the EU free movement of capital.

Furthermore, a partial reclaim of Dutch dividend withholding tax is possible under certain conditions
following the European Court of Justice case law which has meanwhile been incorporated into Dutch
tax law. Such may be the case if the foreign shareholder is confronted with a levy (i.e. the withheld
dividend tax, potentially up to 15%) which is more burdensome (i.e. higher) than the tax treatment of
that shareholder would have been if it had been a Dutch resident. For the treatment of Dutch domestic
shareholders, reference is made to 4.1 above.

5 Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder

A foreign REIT should be tax-exempt No specific tax privileges No specific tax privileges
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Foreign REIT @

BACK
A foreign entity that is comparable in nature, form and behaviour to the qualifying Dutch FBI and that rop
complies with all the FBI requirements (shareholder, leverage, distribution obligation, etc.) can obtain FBI
status in respect of its qualifying Dutch sources of income. In that case, qualifying FBl income derived

from Dutch taxable sources will be subject to a corporate income tax rate of 0%.

Itis the view of the Dutch tax authorities that foreign REITs that are not subject to Dutch dividend
withholding tax are not comparable to a qualifying Dutch FBI. However, the Dutch Supreme Court
reconsidered its previous judgment that a foreign REIT is not comparable to a Dutch FBI because such
a foreign REIT is not subject to withholding tax in the Netherlands. In addition, following a judgment of
the EU Court of Justice, the Dutch Supreme Court ruled that a foreign REIT that meets all requirements
except the distribution requirement is still comparable to a Dutch FBI in case it voluntarily submits a
substitute payment for its profits calculated according to Dutch standards.

Corporate shareholder

The participation exemption, in principle, does not apply to participation in a Dutch resident or foreign
resident company that qualifies as an FBI. Hence, a Dutch corporate shareholder owning participation in a
foreign entity that qualifies as an FBI cannot apply for the participation exemption with respect to income
and capital gains derived from the participation in the FBI.

The participation of a Dutch corporate taxpayerin a foreign REIT is, in principle, eligible for the
participation exemption, provided certain conditions are met. However, under anti-hybrid rules, the Dutch
tax authorities take the position that the participation exemption does not apply to received dividends if
the foreign REIT applied a mechanism of deductible dividends.

Individual shareholder

There is no specific tax privilege. General rules apply (see Section 4.1 above).
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1 General introduction ®
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TOP

Fund name Enacted year Citation REIT type

Decree-Law No.19/2019 of 28 January 2019, as

Sl 2019 amended by Law No. 97/2019 of 4 September 2019

Corporate type

Following international trends, Decree-Law no. 19/2019 of January 28, 2019 (which entered into force on
February 1, 2019) introduced a model of REIT into the Portuguese legal framework by creating the so-
called Real Estate Investment and Asset Management Companies (Sociedades de Investimento e Gestdo
Imobilidria) or ‘SIGI".

Upon parliamentary review of the regime, the first amendment to the legislation on SIGIs was enacted by
Law No. 97/2019 on September 4, 2019.

SIGIs are vehicles designed for real estate investment, with the particularity that the shares representing
their share capital must be listed and subject to specific free-floating requirements. SIGls also need to
comply with strict requirements as regards the composition of portfolios, limits on indebtedness and
mandatory distribution of profits. From a tax perspective, SIGls benefit from the express reference to the
favourable tax regime currently applicable to real estate investment funds/companies, although they are
not subject to the legal framework applicable to collective investment vehicles nor to the supervision of
the Portuguese Securities Market Commission (CMVM).

From a tax perspective, the SIGls benefit from an express reference to the tax regime already in force
for real estate investment funds/companies (collective investment vehicles or CIVs), meaning that, in the
absence of a specific legal provision, there is no specific and separate tax regime for the SIGls. Current
rules, approved in 2015, enacted a tax regime according to which, despite being technically subject

and not exempt from Corporate Income Tax (CIT), there are certain items of income, including rents

and capital gains, which are not taxed at SIGI level. Shareholder-level taxation applies on distributions,
redemptions and capital gains with a reduced rate of 10% applying to non-resident shareholders with no
Portuguese-situs permanent establishment.

Sector summary*

Number in EPRA Sector mkt cap % of Global
REIT Index (EUR m) REIT Index

Listing country Number of REITs

Portugal 3 0 175.54 0.00%

* All market caps are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global REITs Index
(EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

Within one year after incorporation (or the effects of the conversion of already existing companies), SIGl shares
must be admitted to trading in a requlated market or in a multilateral trading facility in Portugal or in the EU/EEA
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2.2

SIGIs must be listed in a requlated market in Portugal orin in a European Union member state (or within
the European Economic Area). Listing in alternative multilateral trading facilities also qualifies for the
purposes of the application to a company of the legal framework of SIGIs. The listing process shall be
completed within one year after the incorporation of the company or the effects of the conversion in the
case of already existing companies.

In Portugal, there is a single requlated market which is Euronext Lisbon, managed by Euronext. Euronext
Access and Euronext Growth are two alternative multilateral trading facilities also managed by Euronext
that are also eligible for trading shares representing the share capital of a SIGI.

In addition to newly incorporated SIGIs, which can be set up through private or public placement, the
conversion into SIGIs of existing private limited liability companies by shares is also permitted and
reqgulated, as well as the conversion of real estate collective investment vehicles provided that these
take corporate form already. It should be noted that for the purposes of incorporating a SIGI by way of a
demerger from an existing company, the branch of activity comprising one or more real estate assets or
holdings is considered from a legal perspective as an economic unit.

Limited liability companies by shares may be converted into SIGIs subsequently to a resolution of its
shareholders’ meeting taken by the qualified majority applicable to the amendment of the by-laws and
provided that all legal requirements applicable to SIGIs are met. In these cases, the conversion into SIGl is
effective from the first day of the financial year immediately after the registration of the amendments to
the by-laws of the company.

Legal form/minimum share capital

Legal form Minimum share capital

Limited liability company by shares (Sociedade An6nima) EUR 5 million

SIGIs must take the form of private limited liability companies by shares (sociedades anénimas) with a
minimum share capital of EUR 5 million represented by ordinary and nominative shares, having head
offices in Portugal.

Besides, it is compulsory that their corporate name includes the name or acronym by which they are
known in Portugal, i.e. ‘Sociedade de Investimento e Gestdo Imobilidria, SA’ or ‘SIGI, SA.

The SIGI’s main corporate purpose must consist of:

* The acquisition of freehold rights, surface rights or other rights over property of a similar nature, to
be allocated to leasing or other atypical contractual models that include the provision of services
required for the utilisation of property, including leases under the form of agreements for the use of
units or spaces in shopping centres or offices, which are very common in Portugal. Among others,
SIGIs can also invest in development and urban regeneration projects, as well as on land that will
qualify as urban land for construction purposes within three years from the acquisition;

* The holding of participations in other SIGIs, or in companies with registered offices in Portugal or in
another Member State of the European Union or European Economic Area subject to the exchange
of tax information equivalent to the standards applicable within the EU (in this case, provided that
such resident or non-resident companies meet the requirements applicable to SIGls as regards to
corporate purpose, the composition of the portfolio and profits distribution); and

e The holding of stakes in Portuguese real estate collective investment vehicles requlated under the
Portuguese Collective Investment Schemes 27/2023 Act or residential letting real estate investment
funds that have a similar income distribution policy.

Both real estate assets and participations must be held by the SIGI for a minimum period of three years.

®
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2.3 Shareholder requirements/listing requirements @

TOP
Shareholder requirements Listing mandatory

- Until the end of the third complete calendar year upon admission to trading, at Yes
least 20% of the shares representing a SIGI’s share capital must be spread across
investors with holdings corresponding to less than 2% of voting rights

- Until the end of the fifth complete calendar year upon admission to trading, at
least 25% of the shares representing a SIGI’s share capital must be spread across
investors with holdings corresponding to less than 2% of voting rights

- Certain limitations apply to banks

Shareholder requirements

Until the end of the third complete calendar year upon admission to trading, at least 20% of the shares
representing a SIGI’s share capital must be spread across investors with holdings corresponding to less
than 2% of voting rights. This minimum free float requirement is increased to 25% by the end of the fifth
complete calendar year upon admission to trading.

Credit institutions such as banks are only allowed to hold participations above 25% in SIGls for a
maximum period of three or five years (consecutive or cumulative).

Additional free float requirements may apply depending on the specific rules of the stock exchange on
which the shares are admitted to trading (see below).

There are no restrictions on foreign shareholders under the SIGI regime.

Listing requirements

Within one year after incorporation or effects of conversion, a SIGI’s shares must be listed in Portugal,
in the EU or in the European Economic Area in (i) an official requlated market (e.g. Euronext Lisbon) or
(i) a multilateral trading facility (e.g. Euronext Access Lisbon or Euronext Growth Lisbon). In the case of
admission to trading in multilateral trading facilities such as Euronext Access Lisbon or Euronext Growth
Lisbon, the rules applicable by virtue of the admission to trading of the shares are simplified.

The SIGI regime sets out specific free float requirements for a SIGI’s shares (see section: Shareholder
requirements), although additional free float requirements may apply depending on the specific rules of
the stock exchange on which the shares are admitted to trading. As a general rule, the minimum free float
for listing in Euronext Lisbon (regulated market) is 25%. In the case of listing in Euronext Growth Lisbon,
a SIGI's shares having a value of at least EUR 2.5 million shall be spread across the public. No free float
requirements apply for listing in the standard segment of Euronext Access Lisbon.

Only in specific cases will SIGIs have ‘public company status’ (i.e. being subject to the supervision of

the Portuguese Securities Market Commission and to a wide and stricter set of obligations, notably
information obligations), in particular in the case of incorporation through public placement or in the case
that its shares have been, inter alia, the subject of a public offering or admitted to trading in a requlated

market, which is not the regime generally applicable.
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2.4 Asset level/activity test

Restrictions on activities/investments

- The composition of the portfolio of the SIGI must comply with two cumulative limits, starting from the second

year upon incorporation or conversion into SIGI: (a) at least 80% of the total value of a SIGI’s assets must
correspond to rights over real estate assets (free of liens or encumbrances) and holdings, (b) at least 75% of the
total value of a SIGI’s assets must correspond to rights over real estate assets (free of liens or encumbrances)
subject to a lease or other atypical contractual models that include the provision of services required for the
utilisation of properties

- Both real estate assets and participations must be held by the SIGI for a minimum period of three years;

otherwise, the company loses its status as a SIGI

Asset level/activity test

The composition of the portfolio of a SIGI must comply with two cumulative limits, starting from the
second year upon incorporation or conversion into a SIGI:

The value of rights over real estate assets (free of liens or encumbrances) and holdings (comprised of
the SIGI’s main corporate purpose, as per the limitations set out above) shall represent at least 80%
of the total value of the assets of the SIGI; and

The value of rights over real estate assets (free of liens or encumbrances) subject to a lease or other
atypical contractual models that include the provision of services required for the utilisation of
properties shall represent at least 75% of the total value of the assets of the SIGI.

These limits are assessed in accordance with the individual accounts or, in the case that the SIGI has
subsidiaries, in the consolidated accounts.

Guarantees obtained in the framework of financing for the acquisition, construction or rehabilitation do
not affect the value of the real estate.

There is no asset diversification rule, and SIGls are entitled to hold a single property asset.

SIGIs may invest not only in urban property but also in rural land that is capable of autonomous economic
exploitation, including the forestry industry.

Real estate assets and holdings must be subject to valuation at least every seven years by an independent
external appraiser registered with the CMVM.

Minimum holding period

Both real estate assets and holdings (comprised of the SIGI’s main corporate object, as per the limitations
set out above) must be held by the SIGI for a minimum period of three years; otherwise, the company loses
its status as a SIGI.

2.5 Leverage

Leverage

A SIGI’s indebtedness shall not exceed, at any time, 60% of the SIGI’s total assets

A SIGI’s indebtedness shall not exceed, at any time, 60% of the SIGI’s total assets. This limit is
assessed in accordance with the individual accounts or, in the case that the SIGI has subsidiaries, in
the consolidated accounts.
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2.6 Profit distribution obligations @
B?SK
TOP
Operative income Capital gains Timing
- 90% of the profits of the financial | - No requirement Within nine months after the end of
year that result from dividends - However, 75% of the net the financial year
on shares or income from proceeds deriving from the
participation units sale of assets allocated to the
- 75% of the remaining core corporate purpose shall be
distributable profits of the reinvested within three years in
financial year other assets to be allocated to

the development of such
corporate purpose

SIGls are obliged to distribute their profits to shareholders in the form of dividends, as set out below. It
should also be noted that the legal reserve of SIGIs shall not exceed 20% of their share capital.

Operating income

It is compulsory to distribute at least 90% of the profits of the financial year that result from dividends on
shares or income from participation units.

Capital gains

No requirement. However, at least 75% of the net proceeds deriving from the sale of assets allocated to
the core corporate purpose shall be reinvested within three years in other assets to be allocated to the
development of such corporate purpose.

Other profits

At least 75% of the remaining distributable profits of the financial year.
Timing

Within nine months after the end of each financial year.

2.7 Sanctions

- Loss of SIGI status
- No specific monetary penalties are foreseen

Companies lose their SIGI status upon the occurrence of any of the following events:

e Ceasing to be private limited liability companies by shares, changing their corporate purpose or
reducing their share capital to below EUR 5,000,000;

e Notrequiring the admission to trading of their shares within one year after incorporation or effects of
conversion;
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*  Not complying for more than six months with (a) free-float requirements of 20% following the end of @
the third complete calendar year upon listing (or 25% following the 5th complete calendar year upon BASK
listing); or (b) 2% minimum voting rights; roe

e Not complying with the requirement of holding the real estate assets and holdings (comprised of the
SIGI’'s main corporate object, as per the limitations set out above) for a minimum period of three years;

e Simultaneously not complying with all the portfolio composition requirements for more than six
months;

e Not complying with any of the requirements on portfolio composition for two consecutive financial
years or for any two financial years within a five-year period; or

e Failing to meet indebtedness limits.
The loss of SIGI status prevents the company from reacquiring such status in the following three years.

The management and supervisory board members are accountable before the shareholders, for direct
damages caused as a result of the loss of SIGI status.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- Income derived from rental/lease | Capital gains deriving from the Proceeds from lease activity are
activity is tax-exempt disposal of rented real estate not subject to withholding tax

- Other income may be subject to properties and of participations
corporate taxation are exempt

Corporate taxes

As arule, a SIGlis liable to CIT at the rate of 21% but not subject to Municipal and State Surtaxes. Income
qualified under the following three categories, as defined by the Personal Income Tax Code, is excluded
from taxation at the level of the SIGI:

e Investmentincome (e.g., dividends and interest);
e Rentalincome (e.qg., rental/lease income); and
e Capital gains (e.qg., derived from the disposal of real estate or from the sale of shares or units).

A specific provision was included in the tax regime of SIGIs, which provides that capital gains from the
disposal of real estate by a SIGI will only be tax-exempt (under the said regime of the CIVs) to the extent
that the property disposed of has had a lease or service agreement in place for at least three years.

A recent ruling issued by the Portuguese Tax Authorities (PTA) for Portuguese funds is also applicable for
a SIGI, whereby the PTA considered that any onerous transfer of a real estate asset should be considered
as a capital gain, irrespective of any subjective considerations on whether such transferis linked to a
broader trading/development activity or if it has a passive or active nature.

All expenses directly connected to the categories of income excluded from taxation should not be tax-
deductible when computing the taxable profit of the SIGI, namely expenses incurred with the acquisition
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3.2

3.3

(e.qg. depreciation) and disposal of real estate, insurances, as well as interest and other financial expenses
obtained for acquiring, maintaining and repairing assets generating exempt income.

The taxable income of a SIGl is obtained by offsetting tax losses (if any) to the taxable profit. A SIGI may
carry forward tax losses in the subsequent years, without a timeline limitation, which may only be offset
against 65% of the entity’s taxable profit in any given year.

SIGls are not obliged to make any payments on account or special payments on account of future CIT in
any given year.

A SIGI remains subject to autonomous corporate taxation (levied at different rates) on certain qualifying
expenses, such as car expenses, per diem allowances, representation expenses and management
employee bonuses exceeding certain thresholds, among others.

Withholding tax

Income derived or accrued by a SIGl is not subject to any Portuguese withholding tax.

Other taxes

Currently, the tax law specifically states that CIVs are also subject to Stamp Tax at a tax rate of 0.0125%
on the global net asset value (due on a quarterly basis). SIGls do benefit from assimilation to the tax
regime currently applicable to real estate investment funds/companies (CIVs). Nonetheless, SIGIs are not
ClVs. The PTA has not, to date, issued guidance as to whether SIGlIs are subject to Stamp Tax. Note that, in
a policy document authored by members of the Cabinet of the Secretary of State for Tax Affairs, recently
published on the website of the Portuguese Parliament (Assessment Report), it is recommended that the
authorities consider reviewing the Stamp Tax rules applicable to all the entities that apply the tax regime
applicable to CIVs to ensure tax equality among different investment vehicles.

Accounting rules

The SIGIs may choose to follow Portuguese GAAP or IFRS until it is officially listed on a regulated market.
Then, it must follow IFRS.

Subsidiaries

Holdings in other entities are subject to the limitations set out above in Section 2.2. Only if the Portuguese
subsidiaries are deemed as a CIV or as SIGI may they benefit from the same tax regime. Portuguese
subsidiaries not qualifying as CIV or SIGI are taxed under the general CIT regime for companies.

Transitional requlations

Conversion into REIT status

Possible

There is no special transitional tax regime applicable to the conversion of a regular company into a SIGI. In
the framework of CIVs, the PTA has already confirmed that the conversion of a legal entity in a CIV should
not be treated as a taxable liquidation or liable to real estate transfer tax. The SIGI obtains tax-exempt status
at the beginning of the following taxable year in which the company has been registered as SIGI.

Nonetheless, the Assessment Report, among other measures, recommends the approval of an anti-abuse
regime that extends to the conversion of corporate entities into CIVs in corporate form, a regime equivalent
to the transitional rules that were enacted in 2015 when the Portuguese legislator enacted the tax regime
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in force. Note that such transitional regime established inter alia, pro rata temporis rules applicable to @
immovable property capital gains realised at the CIV level as well as to the income derived at the level of the BACK

investor. It is, at this stage, unclear how such a regime, if enacted, would apply to SIGls. ToP

There are nevertheless specific tax rules put in place to clarify tax aspects in the event of loss of quality

of SIGI. In such cases, the favourable tax regime ceases as from that fact (loss of status) and the period
onwards until the end of the calendar year will be considered a taxable period under the general CIT regime.
In addition, any income paid to shareholders post-termination of a SIGI regime will be taxed under the
general regime (depending on the individual shareholder or corporate shareholder).

3.4 Registration duties

Registration duties

- Notaxis due upon the incorporation of the SIGI
- Real estate transfer tax

No tax is due upon incorporation and capital increases.

The transfer of real estate to and from a SIGl is not exempt from real estate transfer taxes. Real estate
transfer tax is due by the purchaser on the higher of the purchase price or cadastral tax value at a rate of
up to 6.5%. Stamp Tax is also due on the acquisition of real estate at a 0.8% tax rate unless the acquisition
is subject to VAT. Even if the purchase or sale is subject to VAT, real estate transfer tax is always levied.

4 Tax treatment at the shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Distributions, redemptions and 28% on the distribution of - 25% forresident corporate
capital gains are taxable. Whether income, including redemptions shareholders (unless participation
the participation exemption could and capital gains exemption could apply)

apply is subject to confirmation by - 28% for resident individual

the PTA shareholders

Corporate shareholder

In the case of resident corporate investors, any income derived from the SIGI (including income distributed
by the SIGI and capital gains from the disposal of the shares) will be subject to CIT on the general terms
(21% CIT plus applicable surtaxes). Withholding tax imposed on distributions and redemptions (10%) is
treated as a payment on account in the case of resident corporate shareholders.

In Portugal, there is a participation exemption regime which applies, in general, to dividends received (and
capital gains derived) by resident corporate entities subject to CIT - which is the case for a SIGI, provided
some conditions are met; namely a minimum participation of at least 10% (vote or capital) directly, or
directly and indirectly held for a minimum consecutive period of one year.

Since the option was to apply the CIV tax regime to SIGls, it is important to mention that the law for those
ClVs provides that ‘income from units in real estate investment funds and holdings in real estate investment
companies, including capital gains arising from their transfer, redemption or liquidation, shall be deemed as
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4.2

immovable property income’. Due to the potential domestic qualification of income paid by SIGlIs, it remains
unclear if the participation exemption regime is applicable for qualifying corporate shareholders.

Individual shareholder

Distributions of income, redemptions and capital gains will be subject to general rules, meaning income
received from the SIGI will be taxed at a flat rate of 28%. Distributions and redemptions may be subject to
withholding tax. Such withholding is a final tax unless the individual shareholder holds the investment as
part of business activity.

The Assessment Report recommends that the rules governing the elimination of double taxation be
reviewed to facilitate the elimination of economic double taxation at the shareholder level for any residual
taxes levied upon the vehicle. No further details were, for the time being, provided in this respect,
including as to whether any additional measures could apply at the level of the SIGI’s shareholders.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

Withholding tax on dividends | Withholding tax on dividends - A10% withholding tax for dividends and

and redemptions is the final and redemptions is the final redemptions
levy for foreign corporate levy for a foreign individual - Capital gains from transfer subject to
shareholder shareholder self-assessment by a foreign shareholder

Distributions of income

In the case of a non-resident investor without a permanent establishment in Portugal, a final 10% is
withheld on any distributions, including redemptions, made by the SIGI.

The 10% reduced rate will depend on the foreign shareholder proving non-resident status towards the
paying agent by no later than the last day to deliver the withholding tax to the PTA. Non-residency status
may be verified by a tax residence certificate (or an equivalent document) issued by foreign tax authorities
attesting to the respective residency.

In the same way as for domestic shareholders, and since SIGIs are subject to (and not exempted from) CIT,
it remains unclear if, for tax purposes, the distribution of income by a SIGI should be qualified as income
from immovable property for purposes of applying the participation exemption regime (i.e., if real estate
qualification overrides the dividend qualification, a qualifying participation by a shareholder of more than
10% will not access the 0% withholding tax).

Capital gains

Capital gains arising from the disposal of shares of the SIGI will be subject in Portugal to autonomous
taxation of 10%. The domestic exemption for the sale of shares by non-residents does not apply as we are
dealing with a real estate entity (with more than 50% of its asset value composed of real estate).

As the domestic law provides that also capital gains arising from the sale of real estate investment
companies are qualified as income from immovable property, the application of tax treaties, which may in
some particular cases restrict Portugal’s ability to tax, may be relevant.
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4.3 Anti-abuse measures @
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Foreign shareholders

The increased rate is applicable to certain foreign shareholders

The 10% rate is not applicable when shareholders are deemed residents in a blacklisted jurisdiction
mentioned in a list approved by the Portuguese Government unless an EU/EEA Member State subject
to administrative cooperation on a tax matter or a third country with a tax treaty in force with Portugal
with tax exchange of information provision. Likewise, the reduced 10% rate does not apply in the case
of income payable or made available to omnibus accounts held on account of undisclosed third parties.
In those cases, a 35% rate is due on distributions and a 25% or 28% rate on capital gains derived by
corporate orindividual shareholders.

The 10% reduced rate will also not be applicable in the case of non-resident beneficiaries directly or
indirectly held, in more than 25%, by Portuguese residents (individuals or entities), except when such
non-resident shareholders are residents, for tax purposes, in an EU Member State, in a Member State

of the European Economic Area (‘EEA’) provided that, in this case, such EEA Member State is subject to
administrative cooperation obligations in the field of taxation equivalent to those in force in the EU, orin a
country with which Portugal has a double tax treaty in force.

5 Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder

Taxed under normal Portuguese A foreign REIT distribution to a A foreign REIT distribution to

taxrules Portuguese shareholder is likely a Portuguese shareholder or
to be treated as a normal dividend gains from the disposal is taxed
from the non-resident company under the general tax rules

(will depend on the structure of the
foreign REIT)

Foreign REIT

Aforeign REIT will be taxable under normal Portuguese rules and taxed as a non-resident on the income
directly derived from real estate assets located in Portugal at a 25% rate or as a resident company if there is
a permanent establishment.

The Portuguese regime was drafted so that the SIGI regime only applies to entities incorporated and
effectively managed in accordance by the Portuguese legislation. If the foreign REIT is investing in Portugal
through a Portuguese subsidiary or permanent establishment, the tax regime of the SIGI is not applicable to
that entity or permanent establishment. Portuguese subsidiary requires full qualification as SIGI (including
free float requirements at the Portuguese level) to apply to the tax regime.

In 2022, the CJEU decided the AllianzGI-Fonds case (C-545/19), where it considered that Portuguese
legislation is in breach of EU law (free movement of capital) since dividends distributed by resident
companies to ClVs established in other EU member states are subject to withholding tax, whereas dividends
distributed to CIVs established in Portugal are exempt. Although none of these decisions involved a foreign
REIT, the parallelism seems clear. Portugal has not yet amended its internal legislation. However, after this
decision, foreign REITs - subject to analysis of their legal characteristics and applicable tax framework -
may have arguments to file refund claims for taxes imposed on dividends and other upstream flows, such as
capital gains and interest, on the basis of a discriminatory treatment vis-a-vis the SIGls.
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Corporate shareholder @

BACK
A foreign REIT distribution to a Portuguese corporate shareholder (and gains from the disposal of shares) is ToP

likely to be treated as a dividend (or gain), which may be fully exempt under certain conditions and subject to
the structure of the foreign REIT.

Individual shareholder
As arule, dividends and gains will be subject to taxation in Portugal at a 28% tax rate. Double taxation relief

may be available, subject to the nature of the foreign REIT.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type REIT market
SOCIMI 2009 Act11/2009 Corporate type Spanish Alternative Stock Market

(BME Growth and BME Scaleup)
segments and Spanish continuous
market (only to the main SOCIMI)

Act 11/2009 governing the ‘Sociedades Andnimas Cotizadas de Inversion en el Mercado Inmobiliario’ (known
as ‘SOCIMI’) introduced the REIT vehicle to the Spanish real estate market. However, a substantial change
in the SOCIMI regime was enacted in December 2012, with effects as of January 1, 2013. As a result, the
new SOCIMI system has been assimilated into other European REITs, in which the main feature is the
elimination of direct taxation on the SOCIMI, transferring such taxation to the final investors. Specifically,
the SOCIMI will be taxed at a 0% rate. Furthermore, and like in other European REIT systems (i.e. SIICs or
UK-REITs), a special levy of 19% has been introduced to avoid schemes in which profits distributed by the
SOCIMI are free or subject to low taxation at the investor level. In July 2021, another special levy of 15%
on the amount of the profits obtained in the financial year that are not distributed, in the part that comes
from income that has not been taxed at the standard rate of Corporate Income Tax and is not income
covered by the reinvestment period.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country UL TS REIT Index (EUR m) REIT Index

Spain 89 2 28,703.79 0.47%

Top two REITs*

Company name Mkt Cap 1yr return Div Yield % of Global REIT
pany (EUR m) (EUR) % Index

Merlin Properties Socimi SA 6,259.63 1.29% 2% 0.31%

Inmobiliaria Colonial S.A. 3,713.99 16.34% 5% 0.16%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2 Requirements ©
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2.1 Formalities/procedure

Key requirements

- To be listed on requlated or alternative markets
- The decision to apply the special tax regime

SOCIMIs must be listed on a requlated market in Spain, in the European Union (or within the European
Economic Area) or on a requlated market of any country or territory in which there is an actual exchange
of tax information uninterruptedly for the entire tax period. Furthermore, after the amendment of the
SOCIMI Act in December 2012, listing alternative multilateral trading markets is also permitted. Likewise,
this alternative multilateral trading listing is allowed not only on the Spanish alternative market (BME
Growth or BME Scaleup) but also on any alternative multilateral trading market of the European Union (i.e.
Alternative Investment Market), the European Economic Area or any country or territory with which there
is an actual exchange of tax information. At the end of 2024, 71 SOCIMIs have been admitted to the BME
Growth, 35 SOCIMIs have been admitted to the Euronext Access Paris, 19 SOCIMIs have been admitted
to the BME Scaleup, and 15 SOCIMIs have been admitted to the Portfolio Stock Exchange. Finally, four
SOCIMIs are listed on the Spanish Continuous Market (Mercado Continuo) (e.g., Merlin Properties Socimi,
SA), and one SOCIMI has been admitted to the Luxembourg Stock Exchange (e.qg., Saint Croix Holding
Immobilier Socimi, SA).

Considering that 9 SOCIMIs were incorporated in 2023, 2024 established an unprecedented milestone in
Spain as 31 new SOCIMIs have been admitted to the different above mentioned markets as follows: one to
the BME Growth, 17 to the BME Scaleup, 10 to the Portfolio Stock Exchange, and 3 to the Euronext Access
Paris. Additionally, at the end of 2024, the total capitalisation of the Spanish SOCIMIs amounted to EUR
26,194 billion, which entails an increase of 14% compared to 2023.

Furthermore, the decision to apply this special tax regime must be adopted by the general shareholders
meeting and notified to the Tax Authorities before the final quarter of the financial period in which it is
intended the special tax regime be applied (e.qg. for the financial year January 1, 2023 to December 31,
2024, the decision must be adopted before October 01, 2024). This tax regime will take effect from that
financial period (2024) until notification is given to stop applying this special regime. The communications
notified to the Tax Authorities after this deadline shall prevent the application of this special tax regime in
the said tax period.

Finally, the 11/2021 Act, of July 9, has imposed that in the report of the annual accounts, the companies
that have opted for the application of the special tax regime established in this Law must create a new
section with the title ‘Information requirements derived from the condition of SOCIMI, Law 11/2009".

2.2 Legal form/minimum share capital

Legal form Minimum share capital

Listed join stock corporation (Sociedad Anénima) EUR 5 million

SOCIMIs must take the form of a listed joint-stock corporation with a minimum share capital of EUR 5 million.
Furthermore, SOCIMI’s shares must be nominative, and only one single class of shares is permitted.

Besides, it is compulsory that their corporate name include the name or acronym by which they are
known in Spain; e.q., ‘Sociedad Anénima Cotizada de Inversidn en el Mercado Inmobiliario, Sociedad
Andnima’or ‘SOCIMI, SA’.
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2.3

Lastly, SOCIMI’s main corporate object must consist of:
i.  The acquisition and development (refurbishment included) of urban real estate for rental purposes;

ii. The holding of shares of other SOCIMI or other REITs not resident in Spain but that have a similar
corporate purpose and similar income distribution requirements; and

iii. The holding of registered shares in the capital stock of Sub-SOCIMI: non-listed companies, regardless
of whether or not they are tax resident in Spain, whose primary corporate purpose is the acquisition
of urban real estate for rent, and who are subject to equivalent investing, income distribution, and
leverage requirements.

This Sub-SOCIMI may not hold shares in the capital stock of other entities. Furthermore, the Sub-
SOCIMI’s shares must be nominative. Only a SOCIMI or other entity as defined in point ii above may be
the sole shareholder of the Sub-SOCIMI’s share capital;

iv. The holding of shares/participations in real estate collective investment schemes regulated under the
Spanish Collective Investment Schemes 35/2003 Act.

Please note that foreign SOCIMIs or REITs had to be tax residents of countries or territories with which
thereis an actual exchange of tax information in accordance with the First Additional Provision of the
36/2006 Act. The real estate(s) located abroad owned by non-resident entities described in point ii above
shall be of a similar nature to the real estate(s) located in Spain.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- No threshold of ownership percentage v
es
- Minimum free float depending on the listing system

Shareholder requirements

There is no prohibition on the acquisition of a holding exceeding a certain percentage of the share capital.
However, different free float requirements would apply depending on the listing system (see below).

Listing requirements

Listing is mandatory, but there is a two-year grace period as of the date of the application for the SOCIMI
regime to become listed.

The SOCIMI’s shares must be listed in Spain, in the EU or the European Economic Area on (i) an official
requlated secondary market (e.g., Spanish Continuous Market (Mercado Continuo or Bolsa)); or (ii) a
multilateral alternative market (e.qg., BME Growth, EURONEXT). Furthermore, the SOCIMI’s shares can
be listed on a requlated market of any country or territory with which there is an actual exchange of tax
information.

As a general rule, the minimum free float for listing on the Spanish Continuous Market is 25%. In the case
of BME Growth listing, shareholders holding a percentage of less than 5% of the share capital must own a
number of shares which, as a minimum, represents either (i) an estimated market value of EUR 2 million;
or (ii) 25% of the SOCIMI’s issued shares. Such a calculation will include the shares made available to the
liquidity provider to carry out its liquidity duties. However, in the case of BME Scaleup, no minimum free
float is required.
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BME growth regulations @
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Notwithstanding the above, and according to the BME Growth Regulations, before July 31, 2017, a er
SOCIMI would have a maximum term of 12 months from its listing to ensure that its shares are effectively
distributed among several shareholders throughout the market (i.e. after a 12 months period the free float
requirement would not be fulfilled anymore by making available the free float shares at the disposal of the

Liquidity Provider). As of August 1, 2017, this provision shall cease to be applicable.

Besides, the BME Growth Regulations provide for a lock-up period of one year from the ‘listing date’, only
applicable to reference shareholders.

It should also be noted that the requirements and the procedure applicable to the inclusion and exclusion
in the BME Growth of shares issued by SOCIMI will be subject to the consolidated text approved by the
Circulate 1/2020, which has been recently restated by the Circulate 1/2025, of 19 April.

Additionally, by means of the Circular 2/2022 of July 22, it was introduced, among others, that the
maximum capitalisation limit in BME Growth for SOCIMIs was increased from the previous EUR 500
million to EUR 1,000 million, provided that the following requirements were met:

e Their capitalisation exceeds EUR 500 million for a period exceeding 6 months;

e The percentage of shares allocated to ‘the public’ at the close of the market on the day on which
the preceding six-month period ends is less than 25% of the shares forming its share capital. For
this purpose, ‘the public’ means any shareholders holding 3% or more of the company’s shares, not
including members of its Board of Directors.

In order to remain exempt from the obligation to be listed on a regulated market due to a capitalisation
of more than EUR 1,000 million, the requirement of distribution of shares to the public below must be
maintained.

However, the Circular 1/2025 has established such a EUR 1,000 million maximum capitalisation limit in the
BME Growth without any of the requirements set forth above.

Finally, this Circular has included certain new reporting requirements.

Portfolio Stock Exchange

At the end of the second quarter of 2022, emerged a new market where SOCIMIs can be listed in Spain,
the Portfolio Stock Exchange. At the beginning of 2023, the first Spanish SOCIMI started listing and, at
the end of 2023, two SOCIMIs had changed BME Growth by Portfolio Stock Exchange (i.e. Elix Vintage
Residential and P3 Logistics Parks).

Some of its main characteristics are the following:

*  SOCIMIs must be advised by a law firm of recognised prestige, known in this market as ‘Legal Trusted
Partners’ which are defined as law firms classified as Band 1, Band 2 or Band 3 in a legal practice
area related to financial markets by the independent research company Chambers and Partners. In
addition, the annual accounts and financial reports must be audited by a ‘Big Four’ or BDO unless
otherwise authorized;

e The number of mandatory intermediaries in other markets, such as liquidity providers, is reduced.
This will lead to cost and time savings in the execution of orders in the market;

e Generally, the minimum free float for listing is 25% or when the free float has an estimated market
value of, at least, EUR 3,000,000. However, after an initial public offer, an extraordinary grace period
of 5 years can be granted. This period may be extended provided that the SOCIMI has reached, at
least, 50% of the requirement.
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2.4

BME scaleup

In July 2023, the BME Scaleup emerged as a new segment alternative to BME Growth, where SOCIMIs at
an early stage of development can be listed. These are SOCIMIs that have overcome the start-up phase
and are seeking resources to scale up their project. Furthermore, it is also addressed to those companies
with mature businesses seeking to enhance their value to new investors. As of June 2024, 25 SOCIMIs are
listed in the BME Scaleup.

Additionally, two SOCIMIs have migrated from the BME Growth to BME Scaleup in 2024 (i.e., AM Locales
Property Socimi, S.A., and Optimum RE Spain Socimi, S.A.)

Some of its main characteristics are the following:

e SOCIMIs must not comply with the requirements to be listed in BME Growth. Furthermore, these
must be marketing products or services or have developed relevant actions directly related to the
preparation of such marketing activity and, additionally, obtain significant income as a consequence
of such marketing or transactions based on the preparatory actions;

e SOCIMIs’ capitalisation must not exceed EUR 1,000 million. Nonetheless, such a limit could be
exceeded provided that the requirements set out above in connection with the same limit for the BME
Growth are met;

e Unlike the requirements of BME Growth, SOCIMIs listed in BME Scaleup are not obliged to appoint a
liguidity provider or to have a minimum free float;

e SOCIMIs recently listed will automatically have access to the Pre-Market Environment (Entorno Pre
Mercado), a training and networking programme.

Asset level/activity test

Restrictions on activities/investments

- Asset test: At least 80% of their assets must be invested in (a) urban real estate (acquired or developed)
for rental or, (b) other SOCIMIs, (c) foreign REITs and (d) Spanish or foreign qualifying subsidiaries (‘Sub-
SOCIMI’) and real estate collective investment schemes

- Revenue test: At least 80% of SOCIMI’s revenue must derive from (i) the lease of qualifying assets and/or
(ii) the dividends distributed by qualifying subsidiaries

- Minimum holding period: Qualifying assets are subject to a minimum three-year holding period owned by
the SOCIMI

Asset test

At least 80% of SOCIMI’s assets shall consist of ‘qualifying assets”:

i. Urban real estate for rental purposes, plots destined for the development of the real estate for rental
purposes (so long as the development starts within a three-year period following the purchase date);

ii. Shares in similar entities (i.e. other SOCIMI, Sub-SOCIMI, international REITs); and

iii. Shares in real estate Collective Investment Schemes.

This percentage (i.e., 80% of the SOCIMI’s assets) shall be calculated on the consolidated balance sheet.
There is no asset diversification rule, and SOCIMIs are entitled to hold a single property asset.

Please note that for the purpose of the provisions of the Spanish SOCIMI reqgulation, the following shall not
be considered real estate:
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* Real estates with special features to cadastral effects according to the Spanish Cadastral Act; and @
BACK
e Real estates assigned to third parties in virtue of agreements equivalent to leasing for the purposes of Tor

the Spanish Corporate Income Tax (Ley del Impuesto sobre Sociedades).

The real estate acquired shall be owned by the SOCIMIs (including, for these purposes, surface rights,
elevation rights and rights to build under the existent building that are filed in the Land Registry, as well as
the real estates assigned by third parties to the SOCIMIs in virtue of agreements equivalent to leasing for
the purposes of the Spanish Corporate Income Tax (Ley del Impuesto sobre Sociedades).

Activity test

Furthermore, at least 80% of the SOCIMI’s revenues must derive from the lease of qualifying assets, or
dividends distributed by qualifying subsidiaries (Sub-SOCIMI, foreign REITs and real estate collective
investment schemes). Therefore, SOCIMIs can develop ancillary activities which represent less than 20%
of the total SOCIMI’s revenues during the tax period.

Lease agreements between related entities would not be deemed a qualifying activity and, therefore, the
rent deriving from such agreements cannot exceed 20% of SOCIMI’s total revenue.

Capital gains derived from the sale of qualifying assets are, in principle, excluded from the 80/20 revenue
test. However, if such a qualifying asset is sold before the minimum three-year holding period, then (i)

the capital gain would be computed as non-qualifying revenue; and (ii) it would be taxed at the standard
corporate income tax rate, currently set at 25%. Furthermore, the entire rental income derived from this
asset would also be subject to the standard corporate income tax rate (25%).

Minimum holding period

Finally, qualifying assets must be owned by the SOCIMI for a three-year period since (i) the acquisition of
the asset by the SOCIMI or (ii) the first day of the financial year that the company became a SOCIMI if the
asset was owned by the company before becoming a SOCIMI. In the case of urban real estate, the holding
period means that these assets should be rented; the period of time during which the asset is on the
market for rent (even if vacant) will be taken into account, with a maximum of one year.

However, if such a qualifying asset is sold before the minimum three-year holding period, then (i) the
capital gain would be computed as non-qualifying revenue; and (ii) it would be taxed at the standard CIT
rate, currently set at 25%. Furthermore, the entire rental income derived from this asset would also be
subject to the standard CIT rate (i.e., 25%).

2.5 Leverage

Leverage

No restrictions

The reform of the SOCIMI Act, enacted in 2012, eliminated the leverage restrictions.

Recently approved tax limitations by the Spanish Government (tax deduction of financial expenses and
annual depreciation, carrying-forward of tax losses and tax credits) should have no practical impact,
provided that the SOCIMI is taxed at 0% CIT rate on all income.

EPRA s CMS

EUROPEAN PUBLIC . .
REAL ESTATE ASSOCIATION law-tax-future



GLOBAL REIT SURVEY 2025 SPAIN - SOCIMI

2.6 Profit distribution obligations @
B¢SK
TOP
Operative income Capital gains Timing
- 80% as ageneral rule (i.e., profits = - 50% of profits derived from the transfer = - In a maximum of six months
obtained from rental income and of qualifying property and holdings from the financial year-end
ancillary activities) where the holding period has beenmet ' . pjyidends must be paid
- 100% of profits stemming - The remaining 50% must be reinvested to the SOCIMI’s investors
from dividends distributed by in qualifying assets within three years within one month

qualifying entities

The SOCIMIs that have opted for the SOCIMI special tax regime are obliged to share their profits in the form
of dividends to their shareholders, once the required obligations have been duly completed, as follows.

Operating income

It is compulsory to distribute 100% of profits stemming from dividends distributed by qualifying entities.
Capital gains

At least 50% of the profit corresponding to income derived from the transfer (where the holding period
has been met) of real estate assets and qualifying holdings must be distributed. The other 50% of that
profit must be reinvested in qualifying assets within a period of three years or, otherwise, distributed to
SOCIMI’s shareholders. If the object of the reinvestment (i.e., the new qualifying assets) is transmitted
before the period of three years, the profit must be distributed to SOCIMI’s shareholders.

Other profits

At least 80% of the rest of the profits must be distributed.
Timing
Allincome must be effectively paid to the shareholders in the month following the date of the distribution

resolution. The distribution resolution needs to be adopted within six months of the financial year-end.

2.7 Sanctions

Penalties/loss of status rules

- Loss of SOCIMI status (i.e. loss of the SOCIMI special tax regime)
- Penalties of between EUR 1,500 and EUR 30,000 in the event of failure to comply with information obligations

The recent reform of the SOCIMI Act has softened the circumstances in which the SOCIMI can be
sanctioned with the loss of the SOCIMI status (as regards the SOCIMI special tax regime). In particular,
such circumstances are:

e Loss of listed status;

e Substantial failure to comply with the information and reporting obligations, unless such failure is
remedied in the annual accounts;

e Failure to adopt the dividend distribution resolution or the failure to effectively pay the dividends
within the deadlines established in the SOCIMI Act. In this case, the loss of SOCIMI status would have
effects in the tax year in which the profits not distributed were obtained;
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e Waiver of the SOCIMI regime by the taxpayer; and @

BACK

» Failure to meet the requirements established in the SOCIMI Act unless such failure is remedied in the o

following year. However, the failure to observe the minimum holding period of the assets would not

give rise to the loss of SOCIMI status, but (i) the assets would be deemed non-qualifying assets, and
(if) income derived from such assets would be taxed at the standard corporate income tax rate (i.e.,

25%).

Should the SOCIMI fall into any of the above scenarios, the SOCIMI special tax regime will be lost, and it
will not be eligible for the special tax regime for three years.

On the other hand, in the event of non-compliance with information obligations stated by the SOCIMIs Act,
the SOCIMIs Act establishes penalties of between EUR 1,500 and EUR 30,000, depending on the kind of
information not provided.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- 0% of the corporate income tax rate (general rule) The same rules apply General withholding tax rules
- Aspecial levy of 19% on dividends paid to certain
shareholders may be imposed on the SOCIMI

- Aspecial levy of 15% on the amount of the
profits obtained in the financial year that are not
distributed as dividends

The SOCIMIs that fulfil the legal requirements may opt for the SOCIMI special tax regime, which will also
be applicable to SOCIMI shareholders. The decision to apply this special tax regime must be adopted

by the general shareholders’ meeting and notified to the Tax Authorities before the final quarter of the
financial period in which the special tax regime is intended to apply.

The SOCIMI special tax regime is incompatible with the implementation of the special regime provided
for Title VIl of the Spanish Corporate Income Tax (Ley del Impuesto sobre Sociedades), except for mergers,
divisions, transfers of assets, exchanges of shares and change of registered office of a European
company or a European cooperative society from one Member State to another, the international fiscal
transparency system and certain leasing.

Furthermore, in case a SOCIMI generates negative tax bases, are not applicable:
(i) Article 25 of the Spanish Corporate Income Tax (Ley del Impuesto sobre Sociedades); and
(i) The deduction or exemption regime provided for Chapters II, Ill and IV of Title VI of the Spanish

Corporate Income Tax (Ley del Impuesto sobre Sociedades).

Current income
As of January 1, 2013, all the income received by a SOCIMI will be taxed under the Spanish Corporate Income

Tax (‘CIT’), at a 0% rate. Nevertheless, rental income stemming from qualifying assets being sold before
the end of the minimum holding period (three years) would be subject to the standard CIT rate (i.e. 25%).

Capital gains

As a general rule, a SOCIMI will be taxed under CIT, with a 0% flat rate being applicable.

EPRA s CMS

EUROPEAN PUBLIC . .
REAL ESTATE ASSOCIATION law-tax-future



GLOBAL REIT SURVEY 2025 SPAIN - SOCIMI

Nevertheless, a SOCIMI will be taxed at the standard CIT rate of 25% if the relevant asset has been sold @

before the end of the minimum holding period (three years) in the circumstances described above. Brst
TOP

Other taxes

The incorporation/share capital increase of a SOCIMI, as well as the contribution of assets to the latter,
are eligible for a capital duty exemption. See also section 3.3.

Withholding tax

General withholding tax rules normally apply in connection with payments made by a SOCIMI. However,
dividend payments within a SOCIMI group would be exempt from withholding taxes.

Anti-abuse measures

The SOCIMI will be taxed at a 19% rate over the full amount of dividends distributed to shareholders
representing 5% or more of the total share capital when the mentioned dividends, at the shareholder level,
are exempted from taxes or will be taxed at a rate lower than 10%. This rate shall be considered as CIT.

The preceding paragraph shall not apply when the shareholder is a company to which the SOCIMI Act
applies. See also section 4.3.

Using the 11/2021 Act, of July 9, all the SOCIMIs are subject to a special levy of 15 per cent on the amount
of the profits obtained in the financial year that are not distributed (as dividends or other means), in the
part that comes from income that has not been taxed at the standard rate of Spanish CIT and is not income
covered by the reinvestment period (as explained in Section 2.6 above). This levy shall be treated as a
corporate income tax liability.

The special tax shall accrue on the date of the resolution of the general meeting of shareholders, or
equivalent body, to apply the profit for the year, and must be self-assessed and paid within two months of
the date on which it accrues.

In 2023, the Spanish General Tax Directorate (Direccion General de Tributos) issued certain binding
decisions whereby declared that the accounting income arising from the reversal of the deterioration
(reversion de deterioros contables) in the value of the properties should be disregarded when distributing
the profit provided that the deterioration recorded in previous years has not reduced the amount of the
accounting profit to be distributed in that period. Furthermore, the Directorate clarifies that such accounting
income should not be considered for the purposes of the 15% levy when this reversal refers to provisions
that would not have reduced the amount of the accounting profit to be distributed in that period.

In 2024, the Spanish General Tax Directorate (Direccién General de Tributos) issued a binding decision
whereby declared the dividends distribution could be executed by means of a ‘scrip dividend’ mechanism
provided that delivered shares are classified as distributed dividends from a tax perspective and the
requirements set forth in section 2.6 above are duly fulfilled.

Accounting rules

SOCIMIs will apply Spanish GAAP. Furthermore, according to the SOCIMI Act, the SOCIMI will be obliged
to keep separate accounts for each of the properties held. Additionally, the SOCIMI will be obliged to
report some information in the descriptive memorandum (e.g., reserves from financial years preceding,
distributed dividends, etc.).

However, BME Growth and BME Scaleup allow the SOCIMIs listed therein to disclose accounting and
financial information by the following standard:

i. Ifthe SOCIMIisincorporated in a country of the European Economic Area, the company may opt for
International Financial Reporting Standards (IFRS) or the national accounting standard of the country
in which it was incorporated; or
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3.2

3.3

3.4

ii. Ifthe SOCIMIisincorporated in a country which is not in the European Economic Area, the company
may opt for IFRS or US GAAP.

Sub-SOCIMI
Current income Capital gains Withholding tax
0% of the corporate income Same rules apply General withholding tax rules apply. No withholding
tax rate (general rule) tax over the dividends paid within a SOCIMI group

Some qualifying subsidiaries resident in Spain for tax purposes could, even if not listed, enjoy the same
special tax regime as a SOCIMI. In particular, such Sub-SOCIMI must:

e Bewholly owned by (i) a Spanish SOCIMI, (ii) a foreign REIT, or (iii) a foreign company assimilated to a
SOCIMI;

* Have a main corporate object consisting of the acquisition and development (refurbishment included)
of urban real estate for rental purposes;

e Not hold a stake in other subsidiaries (two levels of subsidiaries are not permitted); and
e Meet the same SOCIMI mandatory dividend distribution requirements and the 80/20 asset/revenue tests.

If the above conditions are met, the Sub-SOCIMI could apply for the special tax regime within the same
terms and deadlines as the ones described above.

Registration duties

Registration duties

95% exemption on Transfer Tax and Stamp Duty

A 95% rebate of Transfer Tax (tax rate between 6% and 11%) and Stamp Duty (tax rate between 0.75%
and 2.5%) applies to residential real estate acquired for rental purposes, provided that the assets
acquired are maintained during the three-year holding period.

Likewise, the incorporation and increase of capital operations in relation to SOCIMIs, as well as non-
cash contributions, will be exempted from Transfer and Stamp Duty (ITP and AJD), in the modality of
company operations.

Please note that there are some special provisions in relation to the Spanish Value Added Tax (VAT) and
the Canary Islands tax system (special regime similar to VAT) as regards SOCIMIs.

Transition requlations

Conversion into REIT status

- No exit tax payment
- Tax losses carried forward generated before becoming a SOCIMI are maintained

- Therequirements of the SOCIMI regime must be met in the two years following the decision to opt for this
tax regime

No exit tax payment is due as a result of the conversion into a SOCIMI; however, upon the transfer of a real
estate asset, the stake of the capital gain that corresponds to the period pre-SOCIMI under the general
tax regime (currently set at 25%).
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Tax losses existing before the application of the special tax regime can be offset with future positive @
tax bases of SOCIMI taxable income. This is a scenario that would only arise in cases where the asset BASK
maintenance requirements (three years) are breached or where it finds itself in any of the scenarios where Top

it would lose its special tax regime (de-listing, failure to distribute dividends, etc.).

Even if a SOCIMI does not meet all the necessary requirements, it can apply the special tax regime
provided that the requirements are met in the following two years after the decision to opt for this tax
regime is made.

4 Tax treatment at the shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
General rules, but without the General rules, but without the General rules apply
possibility of applying deductions possibility of applying for an

for double taxation on dividends exemption on dividend income

Corporate shareholder

e Dividends will be subject to general taxation. Consequently, dividends received from the SOCIMI will
be included in the taxable base of the shareholder and will, in principle, be taxed at the standard 25%
CIT rate. No deductions are allowed (i.e. deduction for double taxation);

e Capital gains will be taxed at the standard 25% tax rate. Deduction or exemption to avoid double
taxation does not apply. As of January 1, 2017, the exemption to avoid double taxation (art. 21 of the
Spanish Corporate Income Tax 27/2014 Act) does not apply to the positive incomes obtained.

Individual shareholder

« Dividends will be subject to general taxation. Consequently, dividends received from the SOCIMI will
be taxed at the fixed Personal Income Tax rate. No exemptions are allowed;

e Capital gains will also be subject to general taxation. Consequently, dividends received from the
SOCIMI will be taxed at a fixed rate. No deductions are allowed (i.e., deduction for double taxation).

Withholding tax
Dividends distributed to shareholders are subject to general rules regarding withholding taxes.

4.2 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

General rules apply, but General rules, but without the General rules apply

without the possibility of possibility of applying for an EU Parent-Subsidiary Directive and
applying for an exemption exemption on dividend income

double taxation treaties could apply,
provided that the relevant conditions
are met

on capital gains for listed and on capital gains for listed
investment funds investment funds
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4.3

Corporate shareholder @

BACK
TO

The following relates to foreign corporate shareholders not acting in Spain through a permanent ToP
establishment (if the foreign corporate shareholders were acting in Spain through a permanent

establishment, the applicable tax treatment would be the same as for Spanish resident corporate

shareholders). In this respect, we should highlight the following:

e Dividends will be subject to Non-Resident Income Tax at the standard withholding tax rate. This
standard rate can be reduced or eliminated as per the application of the EU Parent-Subsidiary
Directive or the relevant double taxation treaties that may be applicable; and

e Capital gains will also be subject to Non-Resident Income Tax, at the standard rate for capital gains.
Again, this standard rate can be reduced or eliminated as per the application of the relevant double
taxation treaties. The exemption on capital gains derived from the transfer of shares of listed investment
funds requlated would not be applicable. However, capital gains obtained by those shareholders owning
a percentage lower than 5% in the listed SOCIMI would be exempt from Spanish taxation.

Individual shareholders

The tax treatment for foreign individual shareholders would be similar to the tax treatment applicable to
foreign corporate shareholders, with the following specialities:

* The foreign shareholder will not be entitled to exemptions; and

e The foreign shareholder will not be eligible under the EU Parent-Directive.

Withholding tax

Dividends distributed to non-resident shareholders are subject to general withholding tax provisions.
Thus, non-resident corporate shareholders could be eligible under the EU Parent-Subsidiary Directive,
and the relevant double taxation treaties provided that the relevant conditions were met.

Anti-abuse measures

Specific levy of 19%

Applicable to the dividends paid by the SOCIMI to domestic or foreign shareholders under certain circumstances

A special levy regime applies to the dividends paid by the SOCIMI to domestic or foreign shareholders
under certain circumstances.

The SOCIMI must assess and pay a 19% levy in respect of the dividends distributed if the beneficiary

of the dividends is a Spanish or foreign taxpayer (i) that holds at least 5% of the financial rights of the
SOCIMI and (ii) that is either exempt from any corporate tax on the dividends or subject to tax on the
dividend received (i.e. a rate lower than 10%). However, this special levy shall not apply to the beneficiary
of the dividends that (i) is a company requlated by the SOCIMIs Act (although this company meets both
previous points) or (ii) is a company non-resident in Spain (but is resident of countries or territories with
which there is an actual exchange of tax information in accordance with the First Additional Provision of
the 36/2006 Act) provided that the dividends or profits are subject at least a 10% charge rate.

This special levy will be accrued on the date on which the dividend distribution is formally approved
by the SOCIMI. Payment to the Tax Authorities will be due within the two months following the
distribution resolution.
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5 Tax treatment of the foreign REIT and its domestic shareholder ®
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Foreign REIT Corporate shareholder Individual shareholder
- Taxed in Spain, as a non-resident, for the - Subject to taxationin Spain | - Subject to taxation
income derived from real estate assets - Specific analysis of the in Spain
located in Spain foreign REIT is required - Specific analysis of the
- Potential application of the SOCIMI regime to foreign REIT is required

the Spanish subsidiary of the foreign REIT

Foreign REIT

The foreign REIT could be subject to taxation in Spain, as a non-resident, on the income derived from the
real estate assets located in Spain.

If the foreign REIT is investing in Spain through a Spanish subsidiary, such a Spanish subsidiary could
enjoy, under certain circumstances, the Sub-SOCIMI regime described above.

Corporate shareholder

Subject to taxation in Spain. Double-taxation relief credit or participation exemption may be available,
though a specific analysis of foreign REIT is required.

Individual shareholder

Subject to taxation in Spain. Double-taxation relief credit may be available, though a specific analysis of
foreign REIT is required.
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REIT

1

General introduction

Fund name Enacted year Citation REIT type

UK-REIT 2007 - Finance Act 2006, and subsequently issued reqgulations | Corporate entity
- Legislation re-written with enactment during Spring 2010
- Subsequent amendments made 2012-2024

The UK REIT was introduced in the UK with effect from January 1, 2007, by the Finance Act 2006. Since
the introduction, the number of REITs has continued to increase, in part due to the various relaxations
introduced. Key relaxations include not all REITs being required to be listed, and certain institutional
investors being able to hold large stakes in a REIT without it falling foul of the non-close condition,
providing the opportunity for captive REITs.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country ATl REIT Index (EUR m) REIT Index

UK 40 32 68,800.51 4.35%

Top five REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global REIT
pany (EUR m) (EUR) % Index

SEGRO 10,737.24 -22.22% 4% 0.79%

LondonMetric 5,489.11 10.46% 6% 0.39%

Property

(I_SE;QSpSecurmes 5.487.46 7.52% 6% 0.40%

Unite Group 4,836.10 -2.16% 4% 0.30%

British Land Co 4,538.06 30.02% 5% 0.33%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

- An election must be filed prior to conversion
- Certain conditions for REIT status
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2.2

2.3

An election must be filed prior to the conversion. In order to become a UK REIT, a group of companies has
to confirm that the parent company:

¢ |sa UK taxresident and not a resident elsewhere;

e Has shares that either satisfy the listing requirements or are at least 70% owned by ‘qualifying
institutional investors’ (see section 2.3 below for further information on listing requirements and
meaning of qualifying institutional investors);

e Isnotanopen-ended investment company;
e Isnotaclose company (does not apply for the first three years);

e Only has shares that are either ordinary shares (of which there can only be one class) or non-voting
restricted preference shares;

e Has no performance-related loans; and
e Will produce financial statements.

Legal form/minimum share capital

Legal form Minimum share capital

GBP 50,000 (and a market capitalisation of GBP 30m if listed in

Listed closed-ended company the UK on the London Stock Exchange)

Legal form

The parent company of a UK REIT group must be a (non-open-ended) company that either meets the
listing requirements or is 70% owned by institutional investors (see section 2.3 below). However, there is
no requirement as to where it is incorporated. It must be a tax resident in the UK and must not be a tax
resident in another country.

Subsidiary entities can be tax-resident outside of the UK, but such entities may be subject to the local tax
regime in that overseas jurisdiction and may suffer tax.

Management may be internal or external.

Minimum share capital

There are no specific requirements regarding share capital, and the normal listing requirements in respect
of share capital in relation to the stock exchange on which the shares are listed are applicable.

For example, a UK company that lists on the London Stock Exchange must have a share capital of at least
GBP 50,000 and a market capitalisation of GBP 30 million.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Not a‘close company’ Must either (i) be admitted to trading on a
recognised stock exchange and either listed on the
London Stock Exchange (or foreign equivalent main
market exchange) or traded on any Stock Exchange
recognised by the UK tax authorities (within three
years) or (ii) have at least 70% of the REITs ordinary
shares directly or indirectly owned by one or more
‘institutional investors’)

- There are potential penalties if a single
corporate shareholder owns 10% or more
of the shares/voting rights

- Norestriction on foreign shareholders
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Shareholder requirements @
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A UK REIT cannot be a ‘close company’. A company is considered ‘close’ when it is controlled by five or or

fewer shareholders. A listed company will not be ‘close’ if at least 35% of the shares are owned by the
public. ‘Public’, for this purpose, includes shareholders owning less than 5% and pension funds (who

do not provide pensions for the employees of that REIT) but excludes non-close companies. Broadly,
shares held by institutional investors will count towards those shares treated as widely held. Institutional
investors include charities, registered providers of social housing, sovereign wealth funds, pension funds,
managers/trustees of authorised unit trusts and OEICs and their overseas equivalents, which from
February 22, 2024, must be diversely held, and UK REITs and overseas equivalents to UK REITs.

In addition, a CIS partnership, which meets the non-close or GDO requirement, is itself an institutional
investor.

If a corporate shareholder holds 10% or more of the shares or voting rights in a UK REIT (a holder of
excessive rights or ‘HoER’), a penalty tax charge will arise (on the REIT) if the REIT pays any dividend

to such a corporate shareholder without having taken reasonable steps to prevent the payment of such

a dividend. UK REITs, therefore, usually have restrictions in their Articles of Association that prevent
distributions from being made to corporate shareholders who hold 10% or more of share capital or voting
rights and allow a UK REIT to force shareholders to sell their stock if they are in danger of breaching the
10% limit. However, there are exemptions, so certain companies are not treated as HoERs for this purpose:

* Since April 1,2022, a UK tax resident corporate shareholder is no longer treated as a HoER; and

e From February 22, 2024, non-UK resident corporate investors who, under the terms of the relevant
double tax treaty, are taxed at a particular rate or are not taxed at all, on distributions from the REIT
(other than where that is solely conditional on holding an interest of a certain size in the REIT) are no
longer treated as HoERs.

There are no restrictions on foreign shareholders under the REIT rules.

Listing requirements

Admission to trading on a recognised stock exchange and, within three years, either listing on the LSE
(or foreign equivalent main market exchange) or trading on any other ‘recognised stock exchange’ (which
includes AIM) has historically been required. HM Revenue & Customs maintain a list of recognised stock
exchanges across the world.

There was, however, a relaxation of the listing requirement for accounting periods beginning on or after
April 1,2022. The requirement that the company’s ordinary share capital is admitted to trading on a
recognised stock exchange, and the further condition relating to listing or trading on a recognised stock
exchange, have been removed where at least 70% of the REIT’s ordinary shares are directly or indirectly
owned by one or more institutional investors (see above).

To determine whether the 70% requirement is met, ownership can be traced through companies,
partnerships, and other types of entities, including certain unit trust schemes and contractual co-
ownership schemes.

A person who is acting on behalf of a collective investment scheme partnership, which also meets the
genuine diversity of ownership requirement (or from February 22,2022, the non-close requirement), is
also treated as an institutional investor in their own right when establishing the 70% requirement and is
therefore not traced through for these purposes.
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2.4 Asset level/activity test

Restrictions on activities/investments

- Atleast 75% of a REIT’s net profits must be derived from the property rental business (measured using
financial statements)

- Atleast 75% of a REIT’s assets must be used in the property rental business (measured using financial
statements)

- The REIT must hold at least three separate property assets, or since July 11, 2023, a single non-residential
property with a value of at least £20m

- Where the three property test is relied on, not one property asset may exceed 40% of the total assets.

- May invest outside of the UK in real estate located anywhere

Restrictions are imposed by the balance of business tests, which limit the amount of investment permitted
in non-rental generating assets and the amount of non-rental income. However, other activities are
permitted subject to these restrictions. Essentially, only rental profits and capital gains realised on the
direct (or qualifying indirect) disposal of properties used in the UK property rental business will be exempt
from UK tax.

The balance of business tests states that:

e Atleast 75% of a UK REIT’s net profits must be derived from the property rental business (wherever
located); and

e Atleast 75% of a UK REIT’s assets must be used in the property rental business (wherever located).

Where the UK REIT seeks to satisfy the asset level test by holding at least three separate assets, not one
asset can exceed 40% of the market value of the total portfolio. Note that a single property that is multi-
tenanted oris capable of having multiple tenants will count as more than one asset. Qualifying properties
may be residential or commercial and in any location worldwide.

However, it is also possible to satisfy the property rental business condition where the relevant property
rental business involves at least one property, the value of which is equal to or exceeds, £20 million at the
‘relevant time’ and which is a designed, fitted or equipped for the purpose of being rented, and is rented or
available for rent as a commercial unit.

The ‘relevant time’ is any time starting with the later of the acquisition of the property and the date of
entry into the REIT regime (and therefore, for example, a subsequent fall in the value of the property will
not result in a ‘breach’).

There have been changes to the Balance of Business test for accounting periods beginning on or after
April1,2022. The first modification requires the provision of financial statements to demonstrate that a
REIT has met the Balance of Business tests. They provide simplified requirements for group REITs that, if
met, remove the need to perform certain calculations and provide full financial statements for each group
member.

The second change provides that profits of the (taxable) residual business resulting from compliance with
planning obligations under section 106 of the Town and Country Planning Act 1990 entered into in the
course of the property rental business are to be disregarded when performing the Balance of Business
profits test and the assets excluded from the Balance of Business assets test. Certain other assets will
also be excluded from the Balance of Business asset test, where they are held solely in connection with
other items that are also excluded from the Balance of Business profits test.

Cash counts as a good asset for the Balance of Business test, although interest is still taxable, as it is an
income of the residual business.

Owner-occupied assets (property used by the UK REIT, e.g. a head-office building) are not qualifying
rental assets for the purposes of the Balance of Business test.
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Development by the UK REIT for investment on its own account is permitted, and any direct (or qualifying
indirect) disposals are generally included within the property rental business, unless development costs
exceed 30% of the acquisition cost (or the property’s value at the time of entry to the UK REIT regime if
higher), and the property (or the shares in the company holding the property) is sold within three years of
completion. The 30% is calculated by reference to the highest of the fair values at the following times:

e Entryinto the REIT regime;
e The acquisition of the property; and
» The beginning of the accounting period in which the development commenced.

Property trading is permitted, but it is taxable and falls outside of the property rental business for the
purpose of the Balance of Business restrictions.

The parent company must own at least 75% of the nominal value of the share capital of a subsidiary
company for the subsidiary to be a member of the UK REIT group; such members can, in turn, own at least
75% of subsidiaries, but the parent must ultimately hold more than 50% of the economic rights attaching
to the shares of all the subsidiaries in a group. Where a UK REIT has the right to at least 40% of the profits
of ajoint venture company, the proportion of rental exempt income and gains that are attributable to the
UK REIT will be exempt from tax if an election is made.

Where UK REITs are partners in a partnership with a share of 20% or less, the share of assets and income
are treated as part of the residual business for the Balance of Business tests, although the share of income
and gains in relation to qualifying assets will be treated as tax-exempt. Similar provisions apply where the
UK REIT has an interest of 20% or less in a unit trust, such as a Jersey Property Unit Trust that is a ‘Baker
trust’ (where the income belongs to the investor, but the capital is under the control of the trustees), and
where a transparency election is made for capital gains purposes.

Leverage

Leverage

Interest cover test

Interest expense is limited by the Financing Cost Ratio. The ratio is defined as ‘property profits’ that is,
profits of the property rental business before deductions for interest, losses from a previous accounting
period, and tax depreciation (capital allowances) divided by the property financing costs (that is, finance
related to the property rental business that is broadly defined). Finance costs are limited to interest costs
and amortisation of discounts relating to financing. They do not include SWAP break costs but do include
periodic SWAP payments. The property profits must be at least 1.25 times the property financing costs.
Where income cover is less than 1.25 times, a tax charge will arise based on the amount of the property
financing costs that cause the ratio to fall below 1.25 times. This is capped at 20% of the ‘property profits.’
However, since February 22, 2024, disallowed financing costs are excluded from this calculation, except
for amounts not deductible as a result of the corporate interest restriction.

As the test looks only at the relationship between rental income and interest costs, a sudden unexpected
increase in interest rates or a drop in income may result in a tax penalty. HMRC has the power to waive
this penalty charge if the UK REIT is in severe financial difficulty, the ratio is breached due to unexpected
circumstances, and the UK REIT could not reasonably have taken action to avoid the ratio falling below the
1.25 income cover.
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2.6 Profit distribution obligations @
B?SK
TOP
Operative income Capital gains Timing
- 90% of tax-property rental profits Not included in the Within 12 months of the
- 100% of PIDs from other REITs distribution obligation end of the year

A distribution out of the property rental business of the REIT (i.e., exempt rental income and capital gains)
is called a Property Income Distribution (PID).

Income

90% of the (tax-exempt) income from the property rental business must typically be distributed within
12 months of the end of the accounting period (however, profit from the residual business income does
not have to be distributed). REITs can pay stock dividends (i.e., with the option to issue new shares to
shareholders) in lieu of cash dividends, and these are treated as qualifying distributions.

Where a REIT invests in another REIT, 100% of the PID dividends received by the investing REIT must be
distributed within 12 months of the end of the accounting period.

Failure to distribute 90% of the taxable profits of a property rental business and 100% of any PIDs
received from other UK REITs is a breach. Where the profit distribution obligation is not complied with, a
tax charge (currently at a rate of 25%) will arise on the UK REIT in respect of the shortfall.

Capital gains

Tax-exempt capital gains arising from the disposal of either real estate used in the property rental
business or shares in UK property-rich companies do not have to be distributed.

2.7 Sanctions

Penalties/loss of status rules

Tax penalties and the potential loss of the REIT status

The legislation makes provision for penalties or the withdrawal of UK REIT status when certain
requirements are breached. These provisions are complex. There are different remedies and time limits,
plus some breaches may occur a number of times, whereas others may be breached only once before UK
REIT status is lost. Consequently, care needs to be exercised to determine how a particular breach may be
dealt with. Here is an outline of the rules that will be applied.

Where the parent company of a group UK REIT or a single company UK REIT loses its stock exchange
listing or becomes close, then its UK REIT status may be withdrawn with effect from the end of the
previous accounting period. In certain circumstances, there will not be a breach, for example:

e Iftheloss of a stock exchange listing arises from the takeover by another group or a single UK REIT; or

e Where the group UK REIT or single company UK REIT becomes close as the result of the action of
others, but this is remedied by the end of the next accounting period.

Failure to meet the property rental business tests (at least three properties must be held by the REIT, and
no property can be worth more than 40%, subject to the one property with a value of £20 million or more)
is a breach that can occur more than once.
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Itis possible to breach the Balance of Business test for assets at the beginning of the first accounting

BACK

period of a UK REIT, so long as the test is complied with at the beginning of the next accounting period. T

TOP

Thereafter, failure to meet the 75% assets test is assessed as a minor breach if more than 50% of the
assets are qualifying assets at the beginning of the accounting period, but a major breach if less than 50%
of the assets are qualifying assets at that time. Similar provisions apply to the Balance of Business tests

when considering what proportion of the UK REIT’s income is rental income.

The UK REIT will usually incur a 20% tax charge on the amount equivalent to a PID paid in respect of tax
exempt income to a corporate shareholder who holds 10% or more of the shares in the UK REIT (a Holder
of Excessive Rights (HoER)). However as set out in section 2.3 above, investors in UK REITs who are either
entitled to payment of PIDs without tax being deducted, such as UK companies, or are entitled to reduced
rates under certain treaties, will not be treated as HoERs. Consequently, no charge will arise on the UK
REIT when a PID is paid to such an investor holding 10% or more of the shares in the REIT.

Nevertheless, it is usual for the REIT to take steps to discourage such a level of investment (e.q., by
amending the company’s Articles of Association to prevent such distributions).

There are special rules to deal with multiple breaches, which are too detailed to deal with here, but note
that in the event of breaches of a number of different requirements in a ten-year period, HMRC can
require the group UK REIT or single company UK REIT to leave the REIT regime.

HMRC has significant powers that permit it to make a UK REIT group or single UK REIT company leave
the UK REIT regime. It can also levy additional taxes if it considers that the UK REIT has entered into
arrangements with the sole or main purpose of obtaining a major tax advantage.

Where HMRC issues a notice to leave the UK REIT regime, the UK REIT rules will cease to apply from the
start of the current accounting period and for future years; however, the notice can be appealed.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income

- Income from a
property rental
business is
exempt from
corporation tax

- Residual
business income
is taxable at the
current rate of
corporation tax
(25%)

Capital gains

- Gains realised on disposals of

assets used in the property rental
business are not subject to tax

- AREIT is also exempt from

corporation tax on sales of shares
in UK property-rich companies
(i.e., which derive at least 75%

of their value from UK land).

The exemption applies to the
proportion of the gain that relates
to the company’s property rental
business assets

Withholding tax

- No withholding tax is levied on distributions that
are made out of the residual business income

- Distributions out of the property rental business

profits (PIDs) are generally subject to 20%
withholding tax unless the recipient is a UK
corporate, UK charity, or UK pension fund

- Withholding tax suffered by a UK REIT on its
property rental income from directly held
non-UK real estate may be deducted in the
calculation of the required PID

- Withholding taxes suffered on distributions
in respect of shares will be part of the REIT’s

residual business, and if taxable, tax credit relief

may be available
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Current income @
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Income from the property rental business is not subject to UK corporation tax. Investment by a UK e

REIT in another UK REIT will be included as an asset of the investing REIT’s property rental business.
PIDs received will be included as part of the property rental business and tax-exempt, but 100% of PIDs
received must be distributed. Non-rental business income (residual income) is taxable in the ordinary
manner at the current rate of corporation tax (currently 25%). REITs are subject to the finance cost
restrictions introduced in the UK in line with the OECD’s BEPS Action 4 recommendations, subject to
certain modifications to take account of the REIT regime. The starting point of the rules is to restrict
finance cost deductions to 30% of tax EBITDA. There is also a GBP 2 million de minimis and the option

of using an alternative group ratio or a Public Infrastructure Exemption if this will provide a better result.
In addition, for REITs, rather than the restriction requiring the REIT to distribute more profit, there is

an option (in some cases it is mandatory) to treat the restriction as taxable income. The property rental
business of the UK REIT is ring-fenced for corporation tax purposes, which means that it is not possible to
offset profits and losses of the property rental business against profits and losses of its residual activities.

Capital gains

Capital gains or losses that arise on the disposal of property used in a UK REIT’s property rental business
are not chargeable to tax. The sale of ‘developed properties’ may be subject to tax if they are disposed of
within three years of the completion of any development activities conducted by the UK REIT. A ‘developed
property’is any property whose cost of development (where the development is conducted by the UK REIT)
exceeds 30% of the property’s fair value as of a certain date. Prior to April 2023, the relevant fair value was
the property’s acquisition cost, or its value at entry into the REIT regime, if later. Since April 1, 2023, the
30% is calculated by reference to the highest of the fair values at the following times:

e Entryinto the REIT regime;
e The acquisition of the property; and
* The beginning of the accounting period in which the development commenced.

The disposal of property that is used for non-eligible business is taxable. Gains realised on a property used
partly for the rental business and also for taxable business may be partially exempt from tax.

A REIT is also exempt from corporation tax on sales of shares in UK property-rich companies (i.e. that derive
at least 75% of their value from UK land). The exemption applies to the proportion of the gain that relates to
the company’s property rental business assets. This can, therefore, include companies that have developed
UK property, unless the development costs exceed 30% of the higher of the acquisition cost of the property,
its value at the time of entry to the UK REIT regime, or, since April 1, 2023, the beginning of the accounting
period in which the development commenced, and the shares are sold within three years of completion.

Reporting

Strictly, two tax returns (relating to the property rental business and the residual business of the UK REIT
group) should be filed annually. Three sets of financial statements (that demonstrate that the UK REIT
group fulfils the various qualifying tests and conditions) need to be filed annually.

The rules that require the provision of financial statements to demonstrate that a REIT has met the Bal-
ance of Business tests were modified by FA 2022. The revised rules provide simplified requirements for
a UK group REIT, which if met, remove the need to perform certain calculations and provide full financial
statements for each group member.
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3.2

3.3

Withholding tax

The UK does not levy dividend withholding taxes in case of a normal distribution to any investor,
regardless of tax residence, but in the case of a distribution by a UK REIT out of its exempt property rental
business profits or gains (a PID), tax of 20% will be withheld by the UK REIT and paid to HMRC (although
PIDs can be paid to UK companies, UK charities and UK pension funds gross). Overseas investors may be
entitled to treaty relief or sovereign immunity, but have to reclaim tax from HMRC.

Since July 11,2023, where a PID is paid to a partnership where all of the partners would not be entitled

to gross payment of the PID if made directly (e.g., where they are UK tax resident companies or UK
registered pension schemes) the REIT can pay a PID to a partnership partly gross and partly with tax
withheld, the distribution being gross to the extent that it is the income of partners that would be entitled
to gross payment if they held an interest in the REIT directly. This basis of not withholding tax on the
whole of the PID will require administration and will be at the option of the payer (who will need to elect).

If an overseas jurisdiction levies a withholding tax on the payment of a dividend to a UK REIT, the UK REIT
is unlikely to be able to obtain credit for such tax if the income is exempt in the UK. If, however, the income
is taxable, it may be possible for the UK REIT to credit this against any UK tax due.

Other taxes

Stamp duty, stamp duty land tax, employee taxes, uniform business rates, and value-added tax apply to
UK REITs in the same way that they apply to ordinary property companies.

Accounting rules

A UK REIT is taxed based on UK entity accounts for each group company (either UK GAAP or IFRS). Group
UK REITs are required to consolidate each company’s financial statements under IFRS for the purposes of
calculating the Balance of Business tests (subject to the relaxation noted above) and the finance cost ratio.

Transition requlations

Conversion into REIT status

No conversion charge

Companies entering the UK REIT regime are not subject to an entry charge. For UK tax purposes only,

a new accounting period begins at the time of conversion, and the base cost of property rental assets is
rebased to market value. Any latent capital gains on property within the UK REIT at the date of conversion
are extinguished, but in certain circumstances, the rebasing may be reversed.

Registration duties

Registration duties

- Stamp Duty Land Tax (SDLT) in England and Northern Ireland of between 0% and 5% for commercial property
and 0% to 17% for residential property

- Scotland has a Land and Buildings Transactions Tax with rates of between 0% and 5% for commercial property
and between 0% and 18% for residential property

- Wales has a Land Transaction Tax with rates of between 0% and 6% for commercial property and between 0%
and 16% for residential property
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4 Tax treatment at the shareholder level ®
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4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Distributions out of property - A 20% tax on PIDs (collected - A withholding tax is deducted at 20%
rental business income (PIDs) are by way of the withholding tax) on PIDs to individual shareholders
treated as rental profits currently ' _ igher rate taxpayers - Where the distributionis a PID,
taxable at 25% (for a large pay an additional tax (the there is a withholding tax exemption
company) amount of which depends on where the REIT has a reasonable

- Distributions out of residual their personal tax position) belief that the person entitled to the
business profits (non-PIDs) may through their tax returns PID is a UK corporate, UK charity,
be tax-exempt - Capital gains on the disposal or UK pension fund

- Capital gains on the disposal of of REIT shares are taxable in - UK REIT shares held via a ‘tax
UK REIT shares are taxable under the normal manner wrapper’ such as an ISA can be
normal capital gains rules paid gross

Corporate shareholder

Distributions relating to property rental business (PIDs) are treated as rental profits in the hands of

the recipient. These are taxed at the corporation tax rate applying to that company (currently 25%; ).
Distributions of taxed profits (distributions out of the residual business) are likely to be tax-exempt in the
hands of UK corporate shareholders.

Distributions of gains from UK REITs are taxed as if they were a distribution of property rental business income.

Capital gains on the disposal of shares in a UK REIT are taxable under normal capital gains rules.

Individual shareholder

PIDs are taxed as UK property rental business income, whether the PID represents distributed rental
profits or capital gains. The shareholder will be taxed at either 20% (already levied with the withholding
tax) or at 40% or 45% for higher-rate taxpayers and additional higher-rate taxpayers. In this case,

the shareholder will pay 20% via withholding tax and the remaining amount through his tax return.
Distribution of taxed profits (distributions out of the residual business) will be taxable in the same way as
ordinary dividends; that is, individual shareholders receiving total dividends above GBP 500 will be taxed
at the marginal rates of 8.75%, 33.75% and 39.35%.

Capital gains on the disposal of UK REIT shares are fully taxable in the normal manner. The rate of tax on
capital gains on shares for individuals is 10% rising to 20% for higher rate taxpayers.

Withholding tax

Withholding tax is not deducted where a PID payment is made to a UK corporate shareholder, UK charity,
or a UK pension fund. A withholding tax of 20% is levied on PIDs to individual shareholders by the UK REIT.

UK REIT shares held via a ‘tax wrapper’ such as an ISA can be paid in gross.
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4.2 Foreign shareholder

Individual shareholder

Corporate shareholder

Withholding tax

- A 20% withholding tax for PIDs
- Thedisposal of sharesina UK REIT

- A 20% withholding tax for PIDs
- The disposal of sharesina UK REIT is

- Taxtreaty reliefis
available if claimed

is within the scope of UK tax on
capital gains as a result of the 2019
immovable property gains rules
(subject to the terms of any relevant
Double Tax Treaty)

- A UK company REIT or the principal
company of a group UK REIT, falls
within the definition of a ‘Collective
Investment Vehicle’ and so will not
benefit from the exemption from
the 2019 immovable property gains
rules where the shareholding is less
than 25%. However, investors that
are qualifying overseas life insurance
companies or certain offshore CIVs
meeting the non-UK real estate

condition and that hold less than 10%

of the REITs shares may benefit from
an exemption in respect of disposals
of interestsin CIVs

Corporate shareholder

within the scope of UK capital gains

tax as a result of the 2019 immovable
property gains rules (subject to the
terms of any relevant Double Tax Treaty)

A UK company REIT or the principal
company of a group UK REIT, falls within
the definition of a ‘Collective Investment
Vehicle’ and so will not benefit from the
exemption from the 2019 immovable
property gains rules where the
shareholding is less than 25%

following receipt

A refund of the
withholding tax

may be available
under the terms of a
relevant Tax Treaty

orif the recipient has
Sovereign Immunity
The Parent-Subsidiary
Directive is not
applicable

Foreign shareholders receive dividends from the tax-exempt property rental business (PIDs) net of

withholding tax (20%).

Individual shareholders

Foreign shareholders receive dividends from the tax-exempt property rental business (PIDs) net of

withholding tax (20%).

Withholding tax

A corporate or individual non-resident shareholder suffers a withholding tax of 20%. However, any tax
suffered may be reclaimed if Treaty relief is available. The PID is only taxed as rental income in the UK.
A refund of the withholding tax may be available under the terms of a relevant Tax Treaty, or if the
recipient has Sovereign Immunity. The EU Parent-Subsidiary Directive is not applicable.

Tax treatment for the foreign REIT investing in UK property
and of UK shareholders in the non-UK REIT

Foreign REIT

Taxed under normal UK tax rules

UK Corporate shareholder

May be tax-exempt

Individual shareholder

20%,40% or 45% tax on foreign income
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Foreign REIT @
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A foreign REIT investing in UK property through a non-UK company will be taxable under normal UK rules

as anon-resident landlord. With regard to income, it is, therefore, subject to the UK corporation tax rate
of 25%. It is also subject to the UK corporation tax rate of 25% on capital gains (including shares in UK
property-rich entities).

Corporate shareholder

A distribution by a foreign corporate REIT of income from property in the UK is likely to be treated as
anormal dividend from an overseas company and may benefit from tax exemption. In the case of a
non-corporate foreign REIT, the treatment will depend on the legal structure of the foreign REIT.

Individual shareholder

A distribution by a foreign corporate REIT of income from property in the UK is likely to be treated as a
normal dividend from an overseas company. In the case of a non-corporate REIT, the treatment will depend
on the structure of the foreign REIT.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type REIT market
Fll 1993 Federal Law 8.668/93,amended by = Fund type - 1,J06' FlI (52072 listed)
Federal Law 9779/99 and regulated - BRL 347 billion NAV
b\/ Rulings (|CVM) 472/08 and (approx. EUR 54
576/11 and Resolution CYM 175/22 billion as of May 2025)

1 https://cvmweb.cvm.gov.br/SWB/default.asp?sg_sistema=fundosreg
2 https://www.b3.com.br/pt_br/produtos-e-servicos/negociacao/renda-variavel/fundos-de-investimentos/fii/fiis-listados/

In Brazil, an investment fund for real estate endeavours is called a 'Fundo de Investimento Imobilidgrio’ (FII).
This vehicle was introduced in 1993.

The Fllis governed by Federal Law 8.668/93, amended by Federal Law 9.779/99, and regulated by the
Brazilian Securities Commission (CVM - Brazilian equivalent to US SEC) currently under CVM Resolution
No.175/22, which revoked CVM 472/08.

As of May 2025, there were 1,106 Flls in operation in Brazil with a net asset value of over BRL 347 billion,
520 of which are listed on the S&o Paulo Stock Exchange (B3 - Brasil, Bolsa & Balcdo).

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country ATl REIT Index (EUR m) REIT Index

BRAZIL 425 3 27,311.10 0.07%

Top three REITs*

Company name Mkt Cap 1yr return Div Yield % of Global REIT
pany (EUR m) (EUR) % Index

Hedge Brasil 40110 -3.19% 10% 0.03%

Shopping Fll

HSI Malls Fundo 277.08 -9.19% 10% 0.02%

de Investimento

Bresco Logistica

Fundo de 273.58 -0.08% 9% 0.02%

Investimento

Imobiliario

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2.1 Formalities/procedure

Key requirements

- Must be approved by the Brazilian Securities Commission (CVM)
- Managed by a financial institution
- Subscriptions for units must be registered with the CVM

The Fllis requlated and supervised by the Brazilian Securities Commission, CVM.

The Fll must be formed and managed by financial institutions duly authorised by the CVM. Only financial
institutions with investment portfolios, real estate assets, credit portfolios or other financial instruments
are authorised to manage an Fll. In addition, an asset manager can also be hired, who will be responsible
for managing the fund’s investments in accordance with its investment policy with increased attributions
under CYM 175/22 in relation to the ability to distribute the funds in the organised market.

The fund asset manager should seek CVM approval before setting up the Fll by providing the following:

i. Fund by-laws and requlations;

ii. Information on the fund’s records with the Public Notary;

iii. Appointment of an independent auditor and other service providers;
iv. Appointment of a director employed by the fund manager; and

v. Proof of Corporate Taxpayers ID (CNPJ) registry.

The fund operation depends on prior registration with the CVM, which should be filed with the fund’s tax
reference number (CNPJ) along with the documents above.

2.2 Legal form/minimum initial capital

Legal form Minimum initial capital

Fund (Contractual agreement between investors and fund manager) No

Legal form

The Fllis not a legal person but rather a contractual agreement between investors and a fund asset
manager. The Fll is close-ended with limited or unlimited duration.

Minimum initial capital

There is no minimum initial capital requirement. Investors will be issued with fund units, which may be
acquired with cash or in exchange for contributions of real estate or in rem rights.

2.3 Unitholder requirements/listing requirements

Unitholder requirements Listing mandatory

Construction companies may not hold more than 25% interest in an FlI No

EPRA Deloitte.
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2.4

Unitholder requirements

Construction companies involved in the activities invested in by the FIl may hold a maximum of 25%
interest in the FII. Where the 25% threshold is breached, the Fll will lose its tax benefits and suffer tax as
an ordinary corporation for income tax purposes.

Unitholders may be individuals or legal entities in Brazil or abroad, and there is no discrimination between
Brazilian and foreign investors. Certain jurisdictions (other than low tax jurisdictions) qualify for beneficial
tax treatment, depending on the country and type of investment.

Listing requirements

FIl units are tradable securities and may be traded on the Stock Exchange or on the private 'over-the-
counter’ market.

The Fll does not allow redemption of units, so units can only be sold in the open market through the Stock
Exchange or over the counter.

Where the duration of the Fll is not determined, capital can only be returned to unitholders through a

unanimous decision of the unitholders.

Asset level/activity test

Restrictions on activities/investments

- The minimum real estate investment was previously set at 75% of an FlI’s total assets, although this
requirement has been revoked by ICVM 472/08 effective from December 3,2008

- New regulations under CYM 175/22 sets out a list of authorised investments

The rules under CYM 175/22 (Appendix Ill) provide a comprehensive list of real-estate-related assets in
which an FIl may invest (see below). Nevertheless, it is not entirely clear whether Flls may invest in any
type of non-real estate assets (e.g. bonds, fixed-income funds, etc.) under the new regulations.

Under CVM 175/22, an Fll can hold the following assets:
e Anyrights inremon real estate (e.qg., freehold or leasehold);

e Stock, debentures, subscription warrants, subscription receipts and similar securities, provided their
issuance or trade was registered with or authorised by the CVM, as well as any other securities whose
issuers have activities predominantly allowed to the FllI;

e Sharesin companies whose sole purpose fits into the activities allowed to the FlI;

e Shares in private equity investment funds (FIP) where the investment policy of the FIP relates only to
activities allowed to the Fll or shares in stock investment funds (FIA), which are divided into sectors
and exclusively undertake property development or investment activities;

e Some types of construction certificates;
e Unitsin other Flls;

e Mortgage-backed securities and shares in CVYM-registered investment funds in credit rights (FIDC)
where the investment policy of the FIDC relates only to activities allowed to an FllI;

e Mortgage bills; and

e Real estate credit bills.
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An Fll that predominantly invests in securities should observe the investment limits per issuer and type of @

financial assets set out in Resolution CYM 175/22. BASK

TOP

2.5 Leverage

Leverage

No leverage restrictions are applicable

2.6 Profit distribution obligations

Operative income Capital gains Timing
At least 95% of income At least 95% of capital gains .

- . - . Every six months
arising on a cash basis arising on a cash basis

Operative income

At least 95% of the net operating income must be distributed bi-annually (June 30 and December 31).

Capital gains

At least 95% of the capital gains must be distributed bi-annually (June 30 and December 31). This
requirement only applies to capital gains recognised on a cash basis.

2.7 Sanctions

Penalties/loss of status rules

Loss of tax exemption

Construction companies involved in the projects invested in by the FIl may not hold more than 25%
interest in the FlII. Where this condition is breached, the Fll will be taxed as a corporation for income tax
purposes (34%).

Further sanctions by the CVM may be applicable on a case-by-case basis.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- Income from real estate activities Capital gains are treated asincome | Withholding tax suffered by the
is tax-exempt from real estate activities and, FIl may be set against tax on

- Income from other activities is therefore, tax-exempt distribution to investors

subject to withholding income tax
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Current income @
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Income from real estate activities (e.g. rental income or income from certain real-estate-related securities) is
tax-exempt.

Income from fixed-income and variable-income investments is subject to withholding income tax. An
exception is made to some particular securities, such as Mortgage Notes (Letras Hipotecdrias), Housing
Financing (Letras de Crédito Imobilidrio) and Agricultural Warrants (Warrant Agropecudrio).

This withholding tax may be offset against the withholding tax payable on profits distribution to unitholders..

Capital gains

Capital gains are treated as income from real estate activities and, therefore, tax-exempt.

Withholding tax

Earnings from investments in fixed income are subject to withholding tax at a rate between 15% and
22.5%, depending on the length of the holding of the investment, and it can be set against tax payable on
profits distribution from the FII.

Earnings from investments in variable income are taxed at a rate between 15% and 20% and can be offset
against tax payable on profits distribution.

Other taxes

Transfers of real estate to an Fll are subject to a real estate transfer tax (ITBI) imposed by the municipality in
which the property is located. The rates vary according to the location and value of the property.

The ownership of property in Brazil is also subject to an annual property tax (IPTU) applied by the
municipalities. Again, in this case, the rates vary according to the municipality in which the property is located.

Accounting rules

The FlI must produce its own financial statements, and its accounts should be segregated from the fund
asset manager’s. The financial statements should be produced under Brazilian GAAP, which follows IFRS
for accounting periods ending after 2015.

The accounting period must be 12 months, and the financial statements must be published within 90 days
of the end of the accounting period.

The preparation of financial statements must:
e Observe the specific rules provided by CVM;
e Be audited annually by an independent auditor; and

e Observe therules governing the exercise of that activity.
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3.2 Transition requlations @
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Conversion into REIT status

N/A

Existing entities cannot be converted into Flls.

3.3 Registration duties

Registration duties

Municipal real estate transfer tax (ITBI) applicable

Transfers of real estate to an Fll are subject to a real estate transfer tax (ITBI) imposed by the municipality
in which the property is located. The rates vary according to the location and value of the property.

4 Tax treatment at the unitholder level

4.1 Domestic unitholder

Corporate unitholder Individual unitholder Withholding tax
Withholding income tax at 20% Withholding income tax at 20% on Corporate unitholders may
on distributions from the Fll or distributions from the Fll or capital gainson = claim a tax credit for the
capital gains on the disposals of the disposals of units in the FIl. Income may = withholding tax applied by the
units in the FlI be exempt from withholding tax if special FIl on distributions

conditions are met

Corporate unitholder

Withholding income tax at 20% applies to distributions made by the Fll to companies resident in Brazil
and on capital gains arising from the disposal of units in the FIl. The withholding tax can be offset against
the unitholder’s own corporate income tax liability.

Individual unitholder

Final withholding income tax at 20% applies to distributions made by the Fll to individuals resident in
Brazil and on capital gains arising from the disposal of units in the FlI.

Law 11.033/2004 sets out that individuals may be exempt from withholding tax on income provided:
e Units are negotiated exclusively on the stock exchange or over the counter;
e The fund has at least 100 unitholders;

e Theindividual benefitting from the tax exemption does not hold 10% or more of the fund’s units or is
entitled to more than 10% of the fund’s earnings; and
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4.2

e Thegroup of individuals considered as related parties benefitting from the tax exemption does not hold
30% or more of the fund’s units or is entitled to more than 30% of the fund’s earnings.

Withholding tax

Corporate unitholders may claim a tax credit for the withholding tax applied by the Fll on distributions and
capital gains. However, for individual unitholders who do suffer withholding tax (i.e., individual unitholders
who are not compliant with Law 11.033/04), there is no tax credit, and the withholding tax is final.

Foreign unitholders

Corporate unitholder Individual unitholder Withholding tax

- Withholding tax at 20% as a - Withholding tax at 20% as a Questionable whether tax treaty
general rule general rule relief is available

- Withholding tax at 15% onincome, = - Withholding tax at 15% on
provided some conditions are met income, provided some

- Capital gains at 0%, provided conditions are met
some conditions are met - Capital gains at 0%, provided

some conditions are met

Corporate unitholder

A reduced withholding tax rate of 15% applies to income and capital distributions made by the Fll, where
the foreign investment is registered with the Brazilian Central Bank (Resolucdo 4.373) and the beneficiary
is not resident in a low-tax jurisdiction.

Capital gains arising to the foreign unitholder from the disposal of units in the Fll are not subject to tax in
Brazil, provided that:

e Theunitis traded on the stock exchange;
* Theinvestmentis registered with the Brazilian Central Bank; and
e The beneficiary is not resident in a low-tax jurisdiction.

If either of the above conditions is not met, a withholding tax of 20% will apply.

Individual unitholder

The same beneficial tax rates as described above (corporate unitholder) apply to individuals, provided the
conditions are met.

Withholding tax

Itis still not clear whether non-resident unitholders in a Brazilian FIl may be able to rely on double tax
treaties to further reduce the rate of withholding tax on distributions made by the Fll. As the legal nature
of the Fll is a contractual relationship between the fund asset manager and the investors, the Brazilian tax
authorities may argue that the Fll is not a person for the purposes of applying double tax treaties.
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5 Tax treatment of foreign REIT and its domestic unitholders

Foreign REIT Corporate unitholder Individual unitholder

Taxed with a 15% withholdingtax = Income and capital gains arising from a Income and capital gains

onincome and capital gains corporate unitholder are taxed at 34% arising to an individual
(45% if the beneficiary is a financial unitholder taxed at rates

institution and 40% if the beneficiaryisan | from 7.5% to 27.5%
insurance or related company)

Foreign REIT

A foreign REIT is only taxable in Brazil in respect of its income arising from a Brazilian source (e.qg. rental
income or capital gains related to a Brazilian property). Such income will be subject to a 15% withholding
tax in Brazil.

Corporate unitholder

Income (including capital gains) arising from a foreign REIT to a corporate unitholder resident in Brazil is
subject to Brazilian tax at a combined rate of 34% (45% if the beneficiary is a bank/lender of any kind and
40% if the beneficiary is an insurance or a financial company listed under the law). Any withholding tax
suffered by the Brazilian unitholder on the distribution from the foreign REIT may be set against the Brazilian
unitholder’s own tax liability in Brazil, limited to the amount of Brazilian tax due on such distribution.

It is not clear whether the Brazilian resident investor may also claim a credit for any other underlying taxes

suffered by the foreign REIT (e.g., withholding tax on rental income).

Individual unitholder

Income (including capital gains) arising from a foreign REIT to an individual unitholder resident in Brazil
is subject to Brazilian tax at rates varying from 7.5% to 27.5% (in practice, individual investors in foreign
REITs are likely to be higher-rate taxpayers, so the 27.5% should apply). Any withholding tax suffered

by the Brazilian unitholder on the distribution from the foreign REIT may be set against the Brazilian
unitholder’s own tax liability in Brazil.

It is not clear whether the Brazilian resident investor may also claim a credit for any other underlying taxes
suffered by the foreign REIT (e.g. withholding tax on rental income).
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
MFT 1994 Income Tax Act Trust

The specified investment flow-through rules (SIFT Rules), enacted in 2007 and amended in 2009, had a
significant negative impact on non-qualifying Canadian real estate investment trusts (REITs) and their
unitholders by making them subject to entity-level tax. However, qualifying REITs (as specifically defined
for this purpose) are exempted from the SIFT Rules.

Canadian REITs are generally structured to qualify as ‘mutual fund trusts’ (MFTs) under the Canadian
Income Tax Act (ITA), for which there are comprehensive and detailed rules. An MFT provides for a flow-
through of income, dividends, and capital gains to unitholders and, in addition, has many tax benefits
associated with vehicles that are qualified for distribution to the public and not available to trusts that do
not qualify as MFTs.

The MFT regime is governed by the ITA and is subject to provincial securities legislation. Generally, an MFT
thatis a REIT is not a mutual fund under applicable securities legislation.

The SIFT Rules generally do not apply to a publicly-traded trust that qualifies as a ‘real estate investment
trust’ (as defined in the SIFT Rules) throughout a taxation year (the ‘REIT Exception’). For purposes of the
SIFT Rules, a trust will be a ‘real estate investment trust’ for a particular taxation year if:

e Thetrustisresidentin Canada throughout the taxation year;

e Ateachtimeinthe taxation year, at least 90% of the total fair market value of the trust’s ‘non-portfolio
property’is ‘qualified REIT property’. In general, non-portfolio property includes (i) securities of a
‘subject entity’ (other than a’portfolio investment entity’) that have a total fair market value greater
than 10% of the equity value of the ‘subject entity’ or a total fair market value greater than 50% of the
equity value of the trust; (ii) Canadian real, immovable or resource property, if at any time in the taxation
year the fair market value of all such properties held by the trust is greater than 50% of the equity value
of the trust; and (iii) property that the trust, or a person or partnership with whom the trust does not
deal at arm’s length, uses in the course of carrying on a business in Canada;

e Not less than 90% of the trust’s ‘gross REIT revenue’ for the taxation year is from one or more of the
following: (i) ‘rent from real or immovable properties’ (as defined in the SIFT Rules), (ii) interest, (iii)
dispositions of ‘real orimmovable properties’ (as defined in the SIFT Rules) that are capital properties
(as defined in the ITA), (iv) dividends, (v) royalties and (vi) dispositions of ‘eligible resale properties’ (as
defined in the SIFT Rules) (the ‘revenue test’);

e Notlessthan 75% of the trust’s ‘gross REIT revenue’ for the taxation year is from one or more
of the following: (i) ‘rent from real or immovable properties’, (ii) interest from mortgages, or
hypothecs, on ‘real or immovable properties’ and (iii) dispositions of ‘real or immovable properties’
that are capital properties;

e Atall timesin the taxation year, an amount that is equal to 75% or more of the equity value of the trust
at that time is the amount that is the total fair market value of all properties held by the trust, each of
which is ‘real or immovable property’ that is a capital property, ‘eligible resale property’, indebtedness of a
Canadian corporation represented by a bankers’ acceptance or property described by either paragraph (a)
or (b) of the definition ‘qualified investment’ in section 204 of the ITA (i.e., generally, certain deposits with
financial institutions or certain government debt), or a deposit with a credit union; and

e Atanytimeinthe taxation year, investments in the trusts are listed or traded on a stock exchange or other
public market.
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For purposes of the REIT Exception, ‘qualified REIT property’ of a trust means a property held by the @

trust that is: BASK
ToP

a. A‘realorimmovable property’ thatis a capital property, an ‘eligible resale property’, an
indebtedness of a Canadian corporation represented by a bankers’ acceptance, property described
by either paragraph (a) or (b) of the definition ‘qualified investment’ in section 204 of the ITA (i.e.,
generally, certain deposits with financial institutions or certain government debt), or a deposit with
a credit union;

b. A security of a ‘subject entity’, where all, or substantially all, of the ‘gross REIT revenue’ is from
maintaining, improving, leasing or managing real or immovable properties that are capital
properties of the trust or of an entity of which the trust holds a share or interest, including real or
immovable properties that the trust, or of an entity of which the trust holds a share or interest,
holds together with one or more other persons or partnerships;

c. Asecurity of a ‘subject entity’ if the entity holds no property other than:

A legal title to ‘real orimmovable property’ of the trust or of another subject entity, all of the
securities of which are held by the trust (including ‘real or immovable property’ that the trust or
the other subject entity holds together with one or more other persons or partnerships) and

ii. A property described in paragraph (d); or

d. ancillary to the earning by the trust of rent from and capital gains from the disposition of ‘real or
immovable property’ other than equity of an entity or a mortgage, hypothecary claim, mezzanine loan
or similar obligation.

Rent from real or immovable properties includes:
a. Rentorsimilar payments for the use of, or right to use, ‘real orimmovable properties’; and

b. Payment for services ancillary to the rental of ‘real or immovable properties’ and customarily supplied
or rendered in connection with the rental of ‘real or immovable properties’.

But does not include:

a. Management fees;

b. Payments for hotel rooms or similar lodging facilities; or
c. Rent based on profits.

‘Real or immovable property’ includes a security of an entity held by the taxpayer that would itself satisfy
conditions (b) through (e) of the REIT Exception listed above if such entity was a trust or an interest in real
property or a right in immovable property but does not include any depreciable property, other than (i) a
property included, otherwise than by an election permitted by requlation, in Class 1, 3 or 31 of Schedule Il
to the Income Tax Requlations (generally buildings); (ii) a property ancillary to the ownership or utilisation
of a property described in (i); or (iii) a lease in, or a leasehold interest in respect of, land or property
described in (i).

‘Eligible resale property’ includes ‘real or immovable property’ that is not capital property that is
contiguous to a particular ‘real orimmovable property’ which is held by the entity or an affiliated entity
and is ancillary to the holding of that particular property.

For purposes of the REIT Exception, ‘gross REIT revenue’ of a trust means the total of all amounts received
or receivable in the year by the entity in excess of the total amounts, each of which is the cost of property
disposed of in the year.

Canadian hotel and senior living operations, due to their operations being viewed as being active rather
than passive in nature, they would generally not be able to avail themselves to the REIT exception.
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e The REIT Exception includes ‘look-through’ rules for certain trust revenues and a re-characterisation @
rule for certain changes in the value of a foreign currency and from certain hedging activities in respect BACK
of the REIT’s real orimmovable property. Generally, these amounts will be included in ‘gross REIT ToP
revenue’ to the extent they were realised on revenue in respect of ‘real or immovable properties’ or
on debt incurred for the purpose of earning revenue from ‘real or immovable properties’. For example,
interest on a loan or dividends on shares that are funded by the real estate rental income of an
affiliated entity of the trust will maintain its character as rent from real or immovable property in the
hands of the trust. Analogous character preservation rules apply to derivatives written to hedge the

risk on interest rate and foreign exchange movement, subject to certain conditions and limitations.

Amendments to the ITA were enacted on December 12, 2013, in response to the government’s concern
over certain transactions involving publicly traded stapled securities (i.e., securities that are legally
separate, but which must be bought and sold together). With respect to stapled securities to which the
rules apply that involve debt stapled to equity, the rules deny a deduction in computing the income of
the payer for the interest that is paid or payable on the debt. In addition, where, for example, units of a
REIT can only be transferred together with interest in another entity, the rules would cause any amount
(including, but not limited to rent) that is paid or payable by the other entity (or its subsidiaries) to the
REIT (or its subsidiaries) on or after July 20, 2011, to be non-deductible in computing the income of

the payer for income tax purposes. In both of these cases, there does not appear to be any offsetting
adjustment with respect to the income earned by the REIT or its subsidiaries that could result in double
taxation of the earnings represented by the non-deductible payments.

Sector summary*

Listing Number of Number in EPRA Sector Mkt Cap % of Global REIT

Country REITs REIT Index (EUR m) Index

Canada 40 15 44,399.00 2.19%

Top five REITs*

Mkt Cap 1yrreturn o % of Global
(EUR m) (EUR) % Piviield REIT Index

Company name

Canadian Apartment

Props REIT 4,456.57 -5.53% 3% 0.33%
Riocan REIT 3,286.10 2.43% 7% 0.24%
Choice Properties 3,045.31 1.35% 5% 0.19%
Granite Real Estate 2,689.33 -2.20% 5% 0.20%
First Capital Real Estate 2.407.06 18.74% 5% 0.18%

Investment Trust

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2

2.1

2.2

Requirements

Formalities/procedure

Key requirements

Appropriate operating and structuring profile to qualify and for MFT status, election in tax return

Generally, a trust will not meet the requirements of an MFT at the time of its formation because of the
unitholder requirements discussed below. If a trust qualifies as an MFT before the 91st day after the end of
its first taxation year and elects in its tax return for that year, the trust will be deemed to be an MFT from
the beginning of its first taxation year.

Legal form/minimum initial capital
Legal form Minimum share capital
Unit trust No

Legal form

In Canada, the MFT structure has developed into the most popular publicly traded investment vehicle
for Canadian real estate investments. While other tax-efficient vehicles have been considered, the MFT
provides the most favourable tax treatment in terms of eliminating entity-level taxation and maximising
cash flow for reinvestment or distribution to unitholders.

A unit trust is simply a type of inter vivos trust under which the interest of each beneficiary is described
by reference to units of the trust. A trust refers to a specific legal relationship created when a person
(trustee) holds property for the benefit of another person (beneficiary). The unitholders are the
beneficiaries of the trust, and their units represent their right to participate in the income and capital
of the trust. The exercise by the trustee of the trustee’s duties and powers under the trust is subject to
fiduciary and statutory obligations. An advantage of using a trust vehicle is that it allows for the control
and management of assets to be separated from their ownership.

The trust indenture or agreement for a REIT will generally provide that no unitholder will be subject to any
liability in connection with the REIT or its obligations and affairs and, in the event that a court determines
unitholders are subject to any such liabilities, the liabilities will be enforceable only against and will be
satisfied only out of, the REIT’s assets. All Canadian provincial jurisdictions, with the exception of the
Maritimes, Nunavut, Northwest Territories and the Yukon, have enacted statutes providing a statutory
limitation on the liability of unitholders of MFTs (including REITs), as discussed below.

For example, the Income Trusts Liability Act (Alberta) came into force on July 1, 2004. The legislation
provides that a unitholder of a trust created by a trust instrument governed by the laws of Alberta

and that is a ‘reporting issuer’ under the Securities Act (Alberta), will not be, as a beneficiary, liable for
any act, default, obligation or liability of the trustee of the Alberta income trust that arises after the
legislation came into force. Ontario’s Trust Beneficiaries Liability Act, 2004, which came into force on
December 16, 2004, has a substantially similar provision. It states that the beneficiaries of a trust are
not, as beneficiaries, liable for any act, default, obligation or liability of the trust or any of its trustees if
the trust is governed by the laws of Ontario and is a reporting issuer under that province’s Securities Act,
The Investment Trust Unitholders’ Protection Act (Manitoba), which came into force on June 16, 2005; the
Income Trust Liability Act (British Columbia), which came into force on March 30, 2006; and the Income
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2.3

Trust Liability Act (Saskatchewan), which came into force on May 19, 2006, contain similar provisions that
limit the liability of income trust beneficiaries.

The Civil Code of Quebec also provides the limitation of beneficiary liability for the acts of the trustees of a
trust in the absence of fraud.
Minimum initial capital

No minimum initial capital is required to establish an inter vivos trust structured as a unit trust.

Unitholder requirements/listing requirements

Unitholder requirements Listing mandatory
- Minimum of 150 unitholders, each of whom holds not less than one ‘block of Required to avoid redemption
units’ and has an aggregate fair market value of no less than CAD $500 right of unitholders

- Generally, MFTs cannot be established or maintained primarily for the benefit
of non-residents of Canada if at the time substantially all of its property
consisted of property that was not taxable Canadian property (excluding
certain intangible property and inventory used in carrying on a business
in Canada)

Unitholder requirements

The Canadian rules applicable to MFTs require that there be at least 150 unitholders, each of whom holds
not less than one ‘block of units’ that has a fair market value of no less than CAD $500. The number of
units required in a block will depend on its fair market value (i.e. the higher the value of the particular

unit may require fewer units to constitute a block of units). There are rules that deem a ‘group’ of persons
holding units to be one person for purposes of determining whether there are 150 unitholders. In addition,
a class of units of the trust must be ‘qualified for distribution to the public’, which is defined to include

a lawful distribution in a province to the public of units of the trust in accordance with a prospectus or
similar document.

To be an MFT, a trust must first qualify as a ‘unit trust.’

Listing requirements

Unit trusts that are not redeemable at the demand of the holder and that qualify as unit trusts because of
their real property holdings must be listed on a designated stock exchange in Canada.

In general, to qualify as a ‘unit trust’ (where the units are not redeemable on demand by the holder), the
following requirements with respect to property ownership and income must be satisfied:

e Atleast 80% of its property consisted of any combination of:
a. Shares;

b. Any property that, under the terms or conditions of which or under an agreement, is convertible
into, is exchangeable for, or confers a right to acquire, shares;

c. Cash;
d. Bonds, debentures, mortgages, hypothecary claims, notes and other similar obligations;

e. Marketable securities;
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f.  Real property situated in Canada and interests in real property situated in Canada (which would
include leasehold interests); and

g. Rightstoandinterestsin any rental or royalty computed by reference to the amount or value of
production from a natural accumulation of petroleum or natural gas in Canada, from an oil or gas
well in Canada or from a mineral resource in Canada.

No less than 95% of its income was derived from, or from the disposition of, investments described in
(a) through (g) above; and

No more than 10% of its property consisted of bonds, securities, or shares in the capital stock of
any one corporation or debtor other than Her Majesty in right of Canada or a province or a Canadian
municipality.

2.4 Asset level/activity test

Restrictions on activities/investments

- Investing in property (other than real property or an interest in real property) is allowed
- Acquiring, holding, maintaining, improving, leasing or managing any real property (or interest in real property)

that is the capital property of the trust is allowed

- Any combination of the foregoing activities

To qualify as an MFT, the only undertaking of a trust must be:

The investing of its funds in property (other than real property or an interest in real property or an
immovable or a real right in an immovable);

The acquiring, holding, maintaining, improving, leasing or managing of any real property (or interestin
real property) or of any immovable (or real right in immovables) that is the capital property of the trust; or

Any combination of the foregoing activities.

An MFT may not directly carry on a business. Consequently, an MFT may not directly engage in
trading in real estate and may not directly operate hotels or nursing homes, which are considered
businesses and not passive sources of income.

It should be noted that if an MFT carries on business through a subsidiary trust or corporation, it
will generally not violate the MFT undertaking restrictions above. In addition, if an MFT carries on
business through a limited partnership and its only direct investment is in respect of an interest
in which its liability is limited (i.e., limited partnership interest), it will generally not violate the
undertaking restrictions above.

However, publicly traded Real Estate MFTs have to monitor the extent of their ‘business’ related
activities throughout the year to ensure they qualify for the REIT exception at all times.

2.5 Leverage

Leverage

No limitation on leverage specifically, but thin capitalisation rules and proposed EIFEL rules may apply to limit
tax-deductible interest
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2.6

The ITA does not impose any leverage rules specifically aimed at MFTs. However, Canada’s general thin
capitalisation rules could technically apply to limit the deductibility of interest where, in broad terms, the
percentage of debts owing by the MFT to certain specified (i.e. unitholders who hold at least 25% of the
units) non-resident unitholders of the MFT exceeds a 1.5:1 debt to equity ratio. It is common for there to
be limitations on leverage as a matter of investment policy set out in the declaration of trust establishing
the MFT and disclosed in the prospectus. Denial of interest under the thin capitalisation rules leads to a
permanent denial of the expense as well as a deemed dividend subject to withholding tax.

For taxation years beginning on or after 1 October 2023, the ‘excessive interest and financing expense
limitation’ regime (‘EIFEL’) will generally apply to limit interest and certain other financing expenses (net of
interest and financing income) to 30% of the tax EBITDA as calculated per the detailed rules in that regard.

The EIFEL regime should not apply if the MFT meets one of the following conditions:

a. Interest and financing expenses (net of interest and financing revenues) are less than $1m for the MFT
and each related or affiliated Canadian taxpayer (‘eligible group entities’); or

b. The MFT and any eligible group entities substantially carry on all business or undertakings in Canada,
have a de minimis amount of foreign affiliate holdings, do not have any significant non-resident
shareholders or beneficiaries, and substantially all of its interest expense is not paid to a related party
or tax exempts.

The 30% limit can, in certain circumstances, be increased based on a ‘group ratio’ of leverage reflected

in relevant consolidated financial statements. Interest denied as a current deduction under these rules
will increase a carryforward pool that can be carried forward indefinitely until sufficient tax EBITDA room
arises (‘EIFEL capacity’). Subject to detailed rules and limits, unused EIFEL capacity arising in a particular
entity can be transferred to other entities within the Canadian group.

On August 12, 2024, the Department of Finance proposed amendments that should allow taxpayers to
exclude (on an elective basis) arm’s length interest paid or payable prior to 2036 in respect of financings
used to acquire, build or convert a property into a ‘purpose built residential rental’ from the EIFEL

regime. A purpose-built residential rental is a building or part thereof that contains either (i) four or more
residential rental units where at least four contain private kitchen facilities, bath and living area or (ii) 10
or more residential rental units and a substantial number of the units are not available for short term rent.
This elective exemption should provide relief from the EIFEL regime for MFTs that invest in multi-family,
senior, and student housing.

When Parliament was prorogued on January 6, 2025, this proposal ‘officially’ died. However, with a new
Government now in place, the expectation is that this proposed legislation will be reintroduced given

its objective was to help incentivize investments in Canadian housing to reduce our national housing
shortage.

Profit distribution obligations

Operative income Capital gains Timing

Allincome of the MFT for a All capital gains are paid out and All income must be paid or

taxation year is paid or payable to retain their character as such in the recognised as payable in the

unitholders in the year, so that MFT hands of unitholders, provided a taxation year of the MFT. Ifitis

does not incur tax designation is made by the MFT payable, then the amount can
be paid out within a reasonable
timeframe

Operative income

An MFT is not required by the ITA to pay out all of its income and capital gains. However, this is the
invariable practice as a trust may deduct in computing its income for a taxation year all income paid or
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payable to unitholders in such year, with any remaining income being subject to income tax at the highest @
marginal personal income tax rate at the trust level. An amount would be ‘payable’ to a unitholder in BACK
a taxation year if the unitholder was entitled in the year to enforce payment. The declaration of trust ToP
establishing an MFT normally includes provisions ensuring that the income is ‘payable’ so the MFT may

deduct amounts of income it has not actually paid out by the end of its taxation year. Distributions in

excess of income may be designated to be income rather than a return of capital, with a consequential

deduction from income in the following year.

Capital gains

See above.

2.7 Sanctions

Penalties/loss of status rules

Loss of MFT status

If a REIT loses its MFT status, there will be several negative consequences, including the following:

a. The REIT will likely be subject to a special 40% tax on its ‘designated income’, which includes income
from real property in Canada and taxable capital gains from dispositions of real property in Canada
and any other ‘taxable Canadian property’, creditable against any such income of unitholders subject
to Canadian income tax;

b. Units of the REIT will become ‘taxable Canadian property’, with the result that non-residents would
generally be taxable in Canada on any gain from disposition of such units, and such dispositions by
non-residents would become subject to reporting and withholding requirements;

c. Units of the REIT may cease to be qualified investments for certain deferred income plans, such as
‘registered retirement savings plans’;

d. The REIT can be subject to alternative minimum tax;

e. The REIT will be ineligible to use the capital gains refund mechanism, which is an important
mechanism that can help minimize double tax where the REIT sells property and triggers a capital
gain that is used to fund redemptions of trust units; and

f.  Transfers of REIT units may give rise to land transfer taxes if the REIT owns real property in certain
provinces, such as Ontario.

For these reasons, it is considered critical for a REIT to maintain its MFT status. There are special rules
that may deem a REIT to retain its MFT status for the balance of the year where such status is lost midway
through the year.
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3 Tax treatment at the level of the REIT ®
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3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax
An MFT is entitled to deduct in a Capital gains follow the same Credit or refund of foreign
year all income determined for system for income, except only withholding tax is possible

purposes of the ITA paid or payable 50% of a capital gain (a ‘taxable

to unitholders in the year, so it may capital gain’) is included in taxable

reduce its net taxable income to nil income, and 50% of a capital loss
can be applied to offset taxable
capital gains

Current income

An MFT is not exempt from income tax under the ITA. Rather,an MFT computes its income in the same
manner as any other resident of Canada and is entitled to deduct in computing its income for a taxation
year all income paid or payable to a unitholder in such taxation year. Consequently, distributions by an
MFT are affected on a pre-tax basis. An MFT cannot flow through any losses to unitholders.

The tax treatment of distributions to unitholders of an MFT will generally depend on their characterisation
for purposes of the ITA and the residency of the unitholder. As noted above, the SIFT rules may apply an
entity-level corporate-style tax on certain REITs that do not qualify for the REIT Exception.

Capital gains

Under existing legislation, only 50%' of a capital gain realised is taxed in the MFT unless this income is
distributed to unitholders during that taxation year, in which case the value of the distribution is deducted
from taxable profits (as described above). The other 50% is exempt from income tax, whether distributed
or not. 50% of a capital loss can be applied as an allowable capital loss to reduce or eliminate taxable
capital gains in any of the three years preceding the year or any year following the year in which the
taxable gains were realised.

Withholding tax

If a REIT invests outside Canada, it may be subject to foreign income and withholding taxes. Provided
the REIT makes the appropriate designation, investors in the REIT can generally claim a foreign tax
credit for all or a portion of the foreign taxes when the related foreign source income is distributed by
the REIT. Alternatively, the REIT may deduct such foreign taxes in computing its own income in some
circumstances.

Other taxes

All provinces eliminated capital taxes effective July 1, 2012. In any case, as legal entities that are organised
as trusts, REITs were generally not subject to provincial capital taxes.

REITs or their unitholders may be subject to provincial and municipal land transfer taxes with respect to
acquisitions of real property. For instance, the highest provincial rate in Ontario is 2% for commercial
property calculated on the value of the consideration and payable by the purchaser. Ontario taxes both
registered and unregistered conveyances of land. There is limited relief from the tax. The City of Toronto
imposes a similar land transfer tax.

1 Excluding any capital gains subject to subsection 100(1) of the ITA.
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Canada has a federal Goods and Services Tax and Harmonised Sales Tax (GST/HST), which is a value- @
added tax. The province of Quebec also has a value-added tax known as the Quebec Sales Tax (QST). BACK
The provinces of British Columbia, Manitoba and Saskatchewan have traditional sales taxes (PST). The Top
current combined GST/HST/PST rate ranges from 5% to 15%, depending on the province. Canadian REITs

generally pay GST/HST on input costs and possibly on QST and/or PST.

For taxation years that commence on or after 1 January 2024, a 2% tax will be imposed on share/

unit buybacks by publicly traded entities (including REITs, SIFTs and publicly traded income trusts and
partnerships that would be considered SIFTs if their assets were located in Canada). The tax is calculated
based on the total fair market value of units redeemed less the fair market value of equity issued

during a taxation year. These rules also contain exclusions for redemptions of shares/units that have
debtlike characteristics, were part of a reorganization or acquisition transaction, or were less than CAD
$1,000,000 for the entity’s fiscal year.

Accounting rules

In Canada, accounting rules for all Canadian entities outside of the public sector are established by the
Accounting Standards Board of Canada (AcSB) and published in the CPA Canada Handbook.

Publicly accountable entities, as defined in the CPA Canada Handbook, are required to report financial
statements in accordance with IFRS® Standards that have been adopted by the AcSB (IFRS); therefore, all
publicly-traded REITs in Canada are required to report under IFRS.

Provided a REIT is a private enterprise (i.e., a profit-oriented entity that is not a publicly accountable
enterprise), it can choose to follow the Accounting Standards for Private Enterprises (ASPE) or IFRS.
However, certain Private REITs may be required to report under IFRS in accordance with regulations
imposed by the Securities Exchange Commission in the province it is resident.

3.2 Transition requlations

Conversion into REIT status

N/A

Where a trust-owning property commences qualifying as an MFT, there is no deemed or actual disposition
of property and, therefore, no tax payable under the ITA. There are not any rules permitting a tax-deferred
transfer of property to an MFT, except if there is a qualifying transfer of property to the MFT by another
MFT or by a ‘mutual fund corporation’ and if other conditions are satisfied. These latter provisions, in
effect, provide for a tax-free merger of MFTs.

Some REITs have established Canadian subsidiaries (or indirectly held partnerships) so that transfers to
them can qualify for tax deferral. The vendor of property cannot receive non-share (or non-partnership
interest) consideration (e.q. cash, debt) that exceeds the tax cost of the transferred property; otherwise,
recapture and gain will be triggered. The shares or partnership interests acquired by the vendor are
typically exchangeable for units of the MFT. The exercise of such exchangeable shares or partnership units
would generally be a taxable event. Care must be taken to avoid the newly enacted ‘character conversion
transaction’ rules in such arrangements that could convert a capital gain, only 50% of which is included in
income, into a fully taxable gain.

3.3 Registration duties

Registration duties

Real estate transfer tax
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Some provinces impose a transfer tax on the acquisition of real estate payable by the purchaser. For @
instance, Ontario calculates the tax based on graduated rates applied to the value of the consideration for BACK

the land. The highest rate for commercial property is 2.0%. See the above discussion in Section 3.1. ToP

4 Tax treatment at the unitholder level

4.1 Domestic unitholder

Corporate unitholder Individual unitholder Withholding tax

Taxable Taxable N/A

Corporate unitholder/individual unitholder

Income (including the taxable portion of capital gains and dividends) paid or payable by an MFT to
unitholders will be included in the income of unitholders resident in Canada and will be subject to the
normal rules of taxation. The rates of taxation will depend on whether the unitholder is an individual or
a corporation and the province of residency. For example, in Ontario, the generally prevailing combined
federal-provincial income tax rate for 2024 is 26.5% for corporations, and the top combined rate for
individuals is 53.53% on taxable income exceeding CAD 220,000.

If a REIT earns taxable dividends from Canadian corporations, provided that the REIT makes the
appropriate designation, those amounts will retain their character as such when distributed. Unitholders
that are corporations will generally be entitled to a full dividends-received deduction in respect of such
dividends, but may, in certain cases, be subject to a refundable Part IV tax on the dividends. Unitholders
who are individuals will generally be entitled to preferential tax treatment by claiming a dividend tax
credit. Distributions of income that are subject to the new entity-level SIFT tax discussed above will be
considered to be dividends to unitholders.

If a REIT realises capital gains, provided the REIT makes the appropriate designation, those amounts will
retain their character as such when distributed. Currently, one-half of capital gains are included in income
as ‘taxable capital gains’ for the unitholder (see comments on proposed changes to capital gains inclusion
rate under Section 3.1).

Distributions by an MFT in excess of income may arise because of non-cash deductions such as capital
cost allowance (i.e., tax depreciation) that apply to reduce the MFT’s taxable income in a year. These
distributions provide a form of tax deferral because they reduce the tax cost of the units as a return of
capital without immediate taxation unless the tax cost of the units becomes negative.

As noted above, capital gains, dividends, and foreign source income will retain their character in the hands
of unitholders if appropriate designations are filed. Otherwise, the ‘source’ of income is treated as income
from a trust.

On the disposition of a unit of an MFT, the unitholder will realise a capital gain (or a capital loss) to the
extent the proceeds of disposition exceed (or are exceeded by) the aggregate of the tax cost of a unit and
any disposition costs.

Withholding tax

There is no withholding on distributions made to residents of Canada.
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4.2 Foreign unitholder @
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Corporate unitholder Individual unitholder Withholding tax
- To the extent the distribution is - To the extent the distribution is made Tax treaty relief available
made out of the REIT’s income, out of the REIT’s income, the
the withholding tax is imposed at withholding tax is imposed at a
a statutory rate of 25% statutory rate of 25%
- Tax exemption for capital gains, - Tax exemption for capital gains,
subject to ownership limits subject to ownership limits

Corporate unitholder/individual unitholder

Distributions

A foreign unitholder (whether a corporation or an individual) will generally be subject to withholding tax
on distributions from a REIT.

To the extent the distribution is made out of the REIT’s income, the withholding tax is imposed at a
statutory rate of 25%. However, under many treaties, the rate is reduced to 15%.

To the extent the distribution exceeds the REIT’s income, the ITA provides for a 15% tax if the REIT is a
‘Canadian property mutual fund investment’ - which essentially means that more than 50% of the value of
the REIT’s units is attributable to Canadian real property or resource property.

All MFTs, including REITs, are required to keep track of their net capital gains from disposals of ‘taxable
Canadian property’in a ‘TCP gains distributions account’. For example, if the REIT realises a gain on the
disposal of a Canadian real property investment, the full amount of that capital gain will be added to the
TCP gains distribution account (despite the fact that only one-half of the capital gain is included in the
taxable income of the REIT). When the REIT makes a distribution to a foreign investor, the distribution is
treated as coming out of the balance, if any, in the TCP gains distribution account, and any portion of the
distribution that would otherwise have escaped Canadian withholding tax is subject to a 15% withholding
tax under various double tax treaties. Note that this applies only where more than 5% of the designated
capital gains for a fiscal year of the MFT are allocated to non-resident persons and partnerships that are
not Canadian partnerships.

Capital gains

Foreign unitholders (whether corporations or individuals) will generally not be subject to Canadian tax
on gains from disposals of REIT units, provided an ownership test is met. In particular, the unitholder,
combined with related parties, must not own 25% or more of the REIT’s outstanding units at any time
during the 60 months preceding the disposal.
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5 Tax treatment of the foreign REIT and its domestic unitholder ®
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Foreign REIT Corporate unitholder Individual unitholder
Taxed on rental income and gains | Fully-taxable Fully-taxable
Foreign REIT

A foreign REIT generally will be subject to the normal Canadian tax rules applicable to other foreign
investors in Canada, including the following:

e Rentalincome earned by a foreign REIT from Canadian real estate will generally be subject to a 25%
withholding tax levied on gross rentals; and

* Gainsrealised from the disposal of Canadian real estate by a foreign REIT will be subject to Canadian tax.

In many cases, foreign REITs acquire Canadian properties through special-purpose corporations,
unlimited liability companies, or trusts. Through the use of leverage, both internal and external, it is
normally possible to reduce or, in some cases, eliminate Canadian tax on rental income. Canada’s tax
treaties generally permit Canada to tax capital gains realised by foreign investors, including REITs, from
disposals of real property in Canada or shares of Canadian companies whose value is derived principally
from real property in Canada, although certain treaties provide an exemption in the case where the real
property is used in a business of the company.

Corporate unitholder

A corporate unitholder of a foreign REIT will generally be required to include in income any distributions
received, whether or not those distributions were sourced from income generated in Canada. A deduction
may be available to the extent that a Canadian corporate unitholder owns more than 10% of any class of a
share of capital stock of the foreign REIT (with related persons).

Individual unitholder

Anindividual unitholder of a foreign REIT will generally be required to include in income any distributions
received, whether or not those distributions were sourced from income generated in Canada.

AUTHOR | CANADA

Joseph Handler -
Tel. +416 354 1108 DeIOItteo

jhandler@deloitte.ca

European Public Square de Meeus, 23 T +32(0) 27391010 W www.epra.com
Real Estate Association 1000 Brussels, Belgium F +32(0) 27391020 E info@epra.com

EPRA Deloitte.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



EPRA 6LOBAL

EUROPEAN PUBLIC REIT SURVEY

REAL ESTATE ASSOCIATION

AMERICAS

Chile

FI & FIP

A comparison of the *
major REIT regimes -

around the world.



GLOBAL REIT SURVEY 2025 CHILE - FI & FIP

1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
Fland FIP 2014 Law No. 20,712 on Administration of Fund type

Funds and Individual Funds Portfolio
(the Funds Law)

Public Investment Funds (FI) and Private Investment Funds (FIP) are reqgulated in Law No. 20,712,
published in the Official Gazette on January 7, 2014, and in force from May 1, 2014.

Latest modifications to the Funds Law were in virtue of the recent pension system’s reform, contained in
Law No. 21,735 and in force since April 1, 2025.

In general terms, funds are defined by law as the equity constituted by contributions made by individuals
or entities, exclusively for investment in securities and property that the law allows, which management is
the responsibility of an entity different from the contributors.

FIP and Fl have different requirements and characteristics. FI must have at least 50 quota holders (or at
least one institutional investor) and must be managed only by a registered Investment Fund Manager. FIP
have less than 50 quota holders, cannot make a public offer of their quotas and can be managed either by
aregistered Investment Fund Manager or by a Closed Stock Corporation.

According to the Chilean legislation, Fl and FIP can invest in shares or ownership interest of an entity,
which in turn has an investment in a real estate asset; it is not possible for an Fl or a FIP to invest directly
in real estate.

Thus, in Chile, there are no funds equally structured such as REITs, but rather Investment Funds with
investments in companies, which in turn have an investment in real estate assets.

In this regard, Fl and FIP investors are subject to tax on the dividends received by individuals from the Fl
or FIP and are subject to tax with respect to the gains/losses derived from the transfer of their quotas.

2 Requirements

2.1 Formalities/procedure of Fl and FIP

Key requirements

- Registration of the funds Chilean Securities Commission (F1)
- Management by a Chilean corporation

In the case of an FI, the Chilean Securities Commission (Comisién para el Mercado Financiero or CMF)
receives and registers the internal requlation and the agreements between the fund and its investors,
including their amendments.

The FI must be managed by an entity that has to be organized as a special Chilean Stock Corporation in
Chile (sociedad anénima especial), named ‘Investment Fund Manager’. The Investment Fund Manager will
be supervised by the CMF and subject to the requlations stated in Law No. 20,712.

The existence of the Investment Fund Manager must also be authorized by the CMF, and it must fulfil the
requirements stated in Art. 126 of Law No. 18.046. Its business activity must be limited exclusively to the
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management of funds or resources from third parties, and it is required to have a minimum paid-in share @
capital in cash of UF 10,000 (USD 440,000 approximately). BACK

TOP
Notwithstanding the aforementioned, these management companies may include within their object other
complementary activities authorized by the CMF.

With respect to FIP, they may be organized without the approval and audit of the CMF. Notwithstanding
this, the FIP must be audited by a registered external auditor and fulfil certain corporate requirements.
These types of funds may be managed by an Investment Fund Manager, as explained above, or by a Closed
Stock Corporation.

2.2 Legal form/minimum initial capital

Legal form Minimum share capital

- Noinitial requirement

Unincorporated entities )
- After oneyear, UF 10,000 in the case of Fl

Legal form

Funds (i.e., Fl and FIP) may only be organized as unincorporated entities (i.e., do not have the status of a
separate legal entity) that are formed by the contributions made by individual and corporate investors. In
this sense, since funds are considered as patrimony without legal personhood, they may not be considered
a taxpayer of Corporate Tax.

Minimum initial capital

In the case of FI, there is no minimum initial capital required, although the law requires that after a year
from the commencement of the fund’s operations, its total equity must be permanently at least an amount
expressed in units of an indicator indexed for inflation called Unidad de Fomento or UF. This minimum total
equity amount is UF 10,000, which is equivalent to approximately USD 400,000.

If this obligation is not met, the Investment Fund Manager must communicate it to the CMF within the next
business day. From this moment, the CMF may grant the Fl a period of a maximum of one year to reach the
minimum equity requirement. If the situation has not been amended, the fund must be liquidated.

FIP has no minimum initial capital required by law. In relation to this, the procedure and the applicable
penalty, the FIP must follow the rules stated in the respective internal Regulations.

2.3 Unitholder requirements/listing requirements for Fl and FIP

Unitholder requirements Listing mandatory

- FIP:less than 50 members that are not ‘members of the same family (those who No
maintain among them a certain degree of consanguinity or affinity relationship,
and entities directly or indirectly controlled by each of those people)

- Fl: at least 50 members or one institutional investor

Unitholder requirements

FIP cannot have 50 or more members. If a FIP reaches 50 or more members, it will be treated as an

Fl and subject to the same rules and requirements set for Fl. On the other hand, after a year from the
commencement of the fund’s operations, the FIP must be held by at least eight unitholders, and none of
them, together with their related parties, must hold participation over 20%. The foregoing applies unless
an institutional investor is a member of the fund with more than 50% of the quotas issued by the FIP.
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The requirement for Fl is that after one year from the approval by the Chilean Securities Commission of @
the FI's internal regulations, the FI must permanently have at least 50 members unless an institutional Bas"

investor is a member of the fund. In the latter case, just a single institutional investor is required. ToP

With regards to the FI, persons or entities related to it and employees of the managing entity may not
individually own or considered together more than 35% of the units of the fund that it manages. The
Investment Fund Manager must oversee compliance with this condition. Any amount owned in excess

of 35% would not have any voting rights in the fund’s unitholders meetings. They would be required to
dispose of their excess units within the term set by the Chilean CMF and may be subject to administrative
penalties imposed by the Chilean CMF.

Law 20,712 follows the list (below) of individuals deemed as related to a company enshrined in Law No.
18,045 on the Securities Market:

1. Entities within the same business group;

2. Legal entities that have, in relation to the company, the status of parent, affiliate, subsidiary, or
associated company, in accordance with the definitions contained in Law No. 18,046 (on Stock
Corporations);

3. Directors, managers, administrators, principal executives, or liquidators of the company, and their
spouses or relatives up to the second degree of consanguinity, as well as any entity controlled,
directly or through other individuals, by any of them; and any person who, alone or with others with
whom they have an agreement for joint action, can appoint at least one member of the company’s
management or control 10% or more of the capital or voting capital if it is a stock corporation.

FIP and Fl cannot conduct operations between themselves unless managed by unrelated entities.

Listing requirements

In the case of FI, the Fund Manager will be responsible for the custody and maintenance of a participation
quotas registry, which in turn must comply with the CMF instructions.

2.4 Asset level/activity test

Restrictions on activities or direct investments

- Real estate

- Waterrights

- Vehicles of any kind

- Intellectual Property

- Mining properties

- Directly perform productive activities (mining, real estate, agriculture, insurance, etc.)

There are no specified limits concerning the investment of a corporation regarding the value of the real
estate assets of the Fl or FIP.

Law No. 20,712 establishes in Article 57 that direct investments, among others, in real estate are
forbidden for Fl and FIP. The law also forbids the Fl and FIP to directly perform productive activities.

According to article 56 of Law No. 20.712, the investment of the fund may be made in shares or rights of
real estate stock corporations or companies, respectively.

FI'and FIP cannot hold shares in another Fl or FIP if both are managed by the same managing entity.
Regarding FlI, the foregoing applies unless it fulfils the requirements stated in Art. 61. No specific
consequence has been contemplated for this.
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2.5

2.6

2.7

Leverage

Leverage

Liabilities may not exceed the limit set by the internal rules of the fund

Liabilities may not exceed the limit set by the internal rules of the fund.

In accordance with Article 59 of Funds Law, Mutual Funds that are not directed to qualified investors may
not incur debts exceeding 20% of the fund’s equity under any circumstances. For the purposes of this
limit, the superintendent will establish, through general requlations, what is understood by debt.

Profit distribution obligations of Fl and FIP

Operative income Capital gains Timing
At least 30% of the fund’s At least 30% of the fund’s

; . Annually
annual profits annual profits

Operative income

At least 30% of the Fl and FIP annual profits must be distributed each year. Distributions must be paid
within 180 days following the close of the commercial year. Provisional distributions in advance of final
distributions are allowed.

For purposes of distributing profits, ‘income’ is defined as the net received benefits that comprise the sum
of profits, interest, dividends and capital gains effectively received during the calendar year (cash basis)
less the losses and expenses accrued during the same calendar year.

Capital gains

No distinction is made between capital gains and operative income when calculating the fund’s annual
profits, at least 30% of which must be distributed each year.

Sanctions

Penalties/loss of status rules

Loss of Fl or FIP status and liquidation possible

If the Fl or FIP invests in non-authorized assets, it will lose its status and must be dissolved and liquidated.

The law provides that accrued dividends that are not paid within 180 days period following the end of the
immediately past year, shall be adjusted according to the variation of domestic inflation and also accrue
interest for adjustable operations for the same period.

Where membership in the Fl falls below the 50-member requirement, the Investment Fund Manager

must communicate this to the CMF the next business day. From this moment, the CMF may grant the Fl a
period of a maximum of one year to reach the minimum member requirement. If the situation has not been
amended, the fund must be liquidated.

Finally, in case the FIP does not fulfil the corporate requirements mentioned in Section 2.3.

®
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Above, it will be taxed as a Chilean Stock Corporation (Sociedad Anénima - SA). which translates into the @

BACK

FIP being liable for CIT (27%) according to general rules. A

TOP

3 Tax treatment at the level of the Fl and FIP

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Tax-exempt Tax-exempt N/A

Current income

Funds in Chile do not have a separate legal personality. However, a fund constitutes a separate estate,
a pool of assets different to the assets of the management company and the assets of the individuals or
entities that hold participationinit.

According to Chilean Tax Law, funds (i.e. Fl and FIP) are not considered ‘taxpayers’; therefore, they are
not levied with a corporate tax on their received or accrued profits. Accordingly, the tax authorities

may consider that they are not a resident person for treaty purposes, except in cases where the treaty
specifically provides otherwise, as provided in the treaties with Croatia, Poland, Peru, South Korea and the
UK, for instance.

Notwithstanding the fact that funds are not considered taxpayers, investment fund manager companies
are legally obliged to act on the account and on behalf of the funds they manage, being lawfully required
to comply with all administrative and tax obligations on their behalf (i.e. withhold, declare and pay taxes
impose on distributions made to their non-resident shareholders).

Capital gains

Tax-exempt. No CIT applies over the capital gains obtained by funds, since they are not deemed taxpayers
insofar as they meet the requirements detailed in section 2.3. No other taxes would be levied on the
capital gain.

Withholding tax

FIP and Fl receipts are not subject to withholding taxes in Chile.

Other taxes

No other income taxes would be applicable to the fund. However, according to Article 81 of Law No.20.712,
a 40% tax would apply on the following disbursements or operations made by an Fl or FIP:

e Those not required for the development of the fund’s activities and investments not authorized by the law;
e Loans made by the fund to their individual and non-resident investors (so-called deemed dividends);
e Those providing to its investors the use of one or more of the assets that compose the fund; and

e Those guaranteeing obligations of the fund’s individual and non-resident investors with assets
belonging to the fund;
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e The value differences determined by the application of the assessment power of the Tax authority @

regarding the values assigned in the following operations: BASK

TOP
- Disposal of fund assets made to its contributors or to third parties and distribution of amounts
to its contributors made in kind, on the redemption of fund shares, the reduction of its capital,
including that which occurs through the decrease in the share value of the fund, or payment of
dividends,

- Contributions in kind made to the funds or disposal of goods or assets to those funds, in which case
the value differences determined for the contributor or transferor will be subject to the income tax
laws that apply to the respective operation.

In such cases, the Investment Fund Manager is liable for the payment of the tax.

Notwithstanding the foregoing, it should be considered that the distribution of any amount from the
profits generated by the fund, including that made by reducing the quota value not imputed to capital, will
be taxed with complementary or additional global taxes, unless they correspond to exempt income, not
constituting income, or the return of the capital and its readjustments.

Accounting rules

IFRS would have to be followed.

3.2 Transition requlations

Conversion into REIT status

No reqgulations

No pre-REIT structure is contemplated by Chilean law.
Chilean law does not contemplate the possibility of conversion into a REIT or vice versa.

However, under general rules, the gain derived from the sale of real estate held by individuals or non-
residents is exempt up to an amount of UF 8,000 (this amount is the summation of all lifetime capital
gains obtained by the individual or non-resident from real estate sales).

If the seller is an entity subject to corporate tax, any gain is treated as ordinary income.

3.3 Registration duties

Registration duties

Notary fees and register fees

Transfers of real estate located in Chile must be formalized in a public deed signed before a public notary
and registered with the land register. Notary fees and land register fees apply. In addition, in order to
authorize the public deed, evidence must be provided to the notary that there are no outstanding unpaid
real estate taxes.

No real estate transfer tax applies in Chile.

VAT is levied on the sale of real property, whether new or used, regardless of who owns the property, if
the sale is through someone whose ordinary business is the sale of real estate, and to the extent VAT was
borne at the moment of acquisition or construction of the real property, as applicable.
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4 Tax treatment at the unitholder level ®
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4.1 Taxpayers domiciled and resident in Chile

Corporate unitholder Individual unitholder Withholding Tax
- Corporatetax 27% 0 25% - Personal income taxes (IGC) - Entities not
- Atax credit for 65% of the corporate - Atax credit for 65% of the corporate subject to tax
tax paid by such profits at the level of tax paid by such profits at the level of - Individuals,
the fund’s portfolio companies, if any the fund’s portfolio companies, if any general income tax

Corporate unitholder

Taxable profits distribution and capital gains realized on the sale of units held in a fund are treated in
the same way as gains derived from the sale of publicly traded shares of Chilean corporations subject to
provisions of article 14 A of the Income Tax Law.

There is a tax credit for 65% of the corporate tax paid by such profits at the level of the fund’s portfolio
companies, if any.

A return of capital would be tax-free to the extent of basis recovery. Any excess would be treated as

dividend income and subject to the treatment discussed above.

Individual unitholder

Dividends are subject to personal income taxes. In the case of a fund investing in corporate entities, a
credit for 65% of corporate taxes paid on the underlying investments may be available.

A return of capital distribution is treated the same as for corporate domestic unitholders.

Capital gains realized on the sale of the fund shares are treated the same as for corporate domestic
unitholders.

Individual unitholders are liable to self-assess and file the corresponding personal or corporate taxes
that apply.

Withholding tax

Dividends paid to Chilean residents who are legal entities in Chile are not subject to withholding tax.
Individuals are subject to the general rules of income tax.

4.2 Foreign unitholder. Taxpayers without domicile and residence in Chile

Corporate unitholder Individual unitholder Withholding tax

- FI1:10% WHT as sole tax - FI1:10% WHT as sole tax - No taxtreaty relief

- FIP: 35% WHT (with a 65% tax - FIP: 35% WHT (with a 65% tax is available
credit for corporate tax paid by the credit for corporate tax paid by the | - Ifthe holderis residentin
underlying investments; the tax underlying investments; the tax acountry with a tax treaty,
credit increases up to 100% when credit increases up to 100% when the tax credit could be 100%
the beneficial owner is resident in the beneficial owneris resident in
a tax treaty country) a tax treaty country)
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Corporate or individual unitholder @

From January 1, 2017, the local taxation of non-resident investors is as follows:
a. Taxable profits distributions:

FIP: Non-resident holders are subject to a 35% withholding tax on the taxable profit distributions made to
them by a fund, with a tax credit for 65% of the corporate tax paid by such profits at the level of the fund’s
portfolio companies, if any.

If the holder is resident in a country with which Chile has a valid tax treaty, the tax credit could be 100% of
the corporate tax paid by the underlying investments. In order to be able to use the tax credit benefits, the
holder must obtain a ‘certificate of residence’ from the corresponding tax authority.

The corporate tax rate is 25% for SMEs or 27% as a general rule.

FI: Dividends paid by an Fl are subject to a 10% withholding tax as a sole tax, without credit against
corporate taxes paid by the underlying investments.

In both cases, capital reductions or liquidations qualify as non-taxable income. However, all cash flows
must follow the imputation rules set forth in Article 14 A of the Chilean Income Tax Law, according to
which distributions shall be first allocated to taxable income and then to non-taxable income.

b. Capital gains:

FIP: Non-resident holders are subject to a 35% withholding tax on the capital gain obtained from the sale
or redemption of their quotas in a fund.

FI: The capital gain obtained from the sale or redemption of the quotas is subject to a 10% withholding
tax as sole tax.

Withholding tax

Non-resident investors of Fl and FIP are not required to file tax returns for taxable profit distributions, but
they are subject to withholding taxes.

The management company of the fund should withhold, declare, and pay the tax imposed on distributions
made to its non-resident holders. The dividend withholding tax must be filed and paid by the twelfth day of
the month immediately following the month in which the dividend was paid.

Regarding the tax rate, no major differences would exist in a case where the investor is resident in a tax
treaty country because all Chilean tax treaties have a provision that Chilean dividend Income tax is not
subject to the limitation of the dividends article of the treaties. However, as we mentioned before, there
will be differences regarding the % of tax credit that could be used against the withholding tax when this
credit proceeds.

Income tax exemption

Except for the amounts referred to in letter c) below, the remittance, distribution, payment, payment

into account or provision of profits made to these taxpayers, including that made by reducing the share
value of the fund not allocated to capital, so no withholding of any kind will be applicable on said amounts,
provided that during that business year the following copulative conditions are met:

a. Thatfor atleast 330 continuous or discontinuous days, 80% or more of the value of the total assets of the
fund, defined in accordance with what is established in the Reqgulations, is made up of investments in:

1. Instruments, titles, or securities issued abroad by persons or entities without domicile or residence
in Chile, or in certificates that are representative of such instruments, titles, or securities.
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2. Assets located abroad or instruments, titles, securities, or certificates that are representative of @
such assets, and/or BACK
TOP

3. Derivative contracts and others of a similar nature that meet the requirements established by the

Superintendency through general reqgulation.

The instruments, titles, securities, certificates or contracts referred to in numbers 1and 3 above
may not have as underlying assets or refer to assets located or activities carried out in Chile, nor
be representative of titles or securities issued in the country.

b. That the investment policy established in its internal requlations is consistent with letter a) of this
number.

c. Thatitsinternal requlations establish the obligation on the part of the administrator to distribute,
among the participants, all the dividends, interests, other income from movable capital and capital
gains received or realized by the fund, as appropriate, that do not benefit from an additional tax
exemption and that come from the instruments, titles, securities, certificates or contracts issued
in Chile and that originate income from a Chilean source according to the Income Tax Law, during
the course of the fiscal year in which said amounts have been received or realized, or within the
180 calendar days following the end of said fiscal year, and up to the amount of the net benefits
determined in that period, less the amortization of financial liabilities that correspond to said period
and provided that such liabilities have been hired at least six months prior to said payments.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
REIF 1997 and 2009, Securities Market Regulatory Act (Law7732) Fund
respectively and General Regulations of Fund Management ' (showing some
Companies and Investment Funds characteristics of a REIT)

Real Estate Investment Trusts do not exist in Costa Rica, per se. However, the Securities Market
Regulatory Act establishes a type of investment fund that has similar characteristics.

In general, investment funds are treated as independent estates owned by a plurality of investors.

Only authorised investment fund management companies (Sociedades Administradoras de Fondos de
Inversion, SAFI) can manage an investment fund. The participation units of the investors are represented
by participation certificates (participations) issued with the same characteristics and under the same
conditions for each investor. Only investment funds authorised by the General Superintendence

of Securities (Superintendencia General de Valores, SUGEVAL) may conduct a public offering of its
participation units or quote on a local securities exchange.

Costa Rican legislation establishes two types of real estate investment funds: a) Real Estate Investment
Funds (REIF) and b) Real Estate Development Investment Funds (REDIF). The principal difference between
these investment funds refers to the type of assets in which each of them is allowed to invest.

REIFs should only be organised as closed-ended funds and can only assume risks related to real estate
activity. These funds mainly invest in real estate for leasing and, eventually, selling. The real estate must
be facilities that have already been built. The assets in which the REIF invests could be located within
Costa Rica or abroad. In the former case, the minimum amount an investor can invest in a REIF is USD
1,000, and when the investment is in real estate assets located abroad, the investment must be at least
USD 5,000. The minimum number of investors in the REIF is 50.

For SUGEVAL to authorise a REIF, it must have minimum net assets of USD 5 million, and the
diversification of assets is subject to the following rules: 80% annual average of monthly balances of the
fund assets must be invested in real estate assets, and 20% must be kept in cash in a current account to
attend cash needs or in publicly-traded securities. Participants or related entities or individuals cannot act
as lessees of the assets of the fund. However, the SAFI or related entities could act as lessees of the fund,
provided that the total monthly income they generate does not exceed 5% of the total monthly revenues
of the fund. The assets must be valued on an annual basis.

REDIFs should only be organised as closed-ended funds, and their public trade is restricted. These funds
must invest in real estate development projects, which may be in different development stages, such as
the design or construction phase. Once the construction is finished, the real estate must be sold or leased.
The assets could be located within Costa Rica or abroad. The minimum amount an investor can invest

ina REDIF is USD 1,000. For SUGEVAL to authorise a REDIF, it must have a minimum net asset of USD 5
million. The minimum number of investors is 25. The SAFI or related entities could act as lessees of the
REDIF, provided that the total monthly income they generate does not exceed 5% of the total monthly
revenues of the REDIF.

The investment funds are governed by the Securities Market Requlatory Act (Law 7732 dated December
17,1997, and published in the Official Gazette No. 18 of January 22,1998) and the General Regulations of
Fund Management Companies and Investment Funds (issued by the Financial System Oversight National
Board on December 19, 2008, and published in the Official Gazette No. 10 of January 15, 2009).
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2 Requirements @

2.1 Formalities/procedure

Key requirements

- Licence from the National Securities Commission (SUGEVAL) for the investment fund management
company (SAFI)

- Registration on the REIF list
- The fund must be authorised by the SUGEVAL
- Approved prospectus by the SUGEVAL

The Investment Fund Management Company (SAFI) could be a local entity or a branch of a foreign entity,
but its business purpose must be to act as an investment fund management entity. However, as an
ancillary business, they can buy and sell local or foreign investment funds. They must obtain authorisation
to operate within the local market from the SUGEVAL. Among other requirements, the request must be
filed by the person who will act as the legal representative of the company, and a draft of the articles

of incorporation must be attached to the request, along with the shareholders, directors and legal
representatives’ résumé and a sworn statement indicating that none of them has been convicted of a
crime during the previous five years.

Other requirements include:
e Capital stock must be paid and subscribed;

e Adescription of the Integrated Risk Management Unit, which should be structured to comply with the
rules of the requlations; and

e Policies and procedures manual of the SAFI. This manual should include selling and marketing rules.

The license to operate granted by the SUGEVAL to a SAFlis conditional on the filing of the original
documents within a six-month period after the authorisation date. Therefore, the SAFI has a six-month
period to register the original documents of incorporation before the Mercantile Section of the Public
Registry. The SAFI has a one-year term to begin operations as of the date of communication that final
requirements have been completed. If the SAFI fails to begin operating during that year, the licence will be
cancelled. It is understood that a SAFI has begun operations if it registers at least one investment fund.

As for investment funds, the authorisation process is performed online. Once the authorisation is
obtained, the original documentation should be filed within a three-month period.

After obtaining the authorisation, the investment fund will be registered before the Securities and
Intermediaries National Registry.

The requirements to register an investment fund include:
e Arequestsigned by the legal representative of the SAFI and filed before the SUGEVAL,

e Aboard of directors agreement in which the board agreed on the organisation of the investment fund.
This agreement should comply with the requirements specified by the SUGEVAL,;

* Investment fund prospectus;
e Code ISIN issued by the authorised codified entity;
*  Procedures manual; and

«  When the fund is to be publicly traded, it must comply with additional requirements established in the
Securities Public Trade Regulations.
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2.2

The prospectus should include relevant information about the investment fund that would allow the
investors to make an informed investment decision. Therefore, the investment fund prospectus should
contain the following information:

e Purpose of the investment fund;

e Main characteristics of the investment fund (i.e. characteristics of the participation units and of
the issuance and redemption of units procedures, the term of the fund, mechanisms for estimating
returns and distributions to investors, and commissions payable to the SAFI, among others);

e Terms of investment policy;

e Description, policies and warnings in relation to the risks associated with the investment;

e General description of the entity responsible for the management of the investment fund (SAFI); and
e Legal declarations indicating that all information is reliable.

Investment funds must start operations within a nine-month period following the notification from
the SUGEVAL that all requirements have been completed. This term may be extended upon request
for an additional nine-month period. If they do not start operations during this time, the authorisation
to operate the fund will become invalid. However, regarding REDIFs, the term to start operations is
extended to 18 months.

Legal form/minimum initial capital

Legal form Minimum share capital

The SAFI must be a corporation
or a branch of a foreign fund
manager company

The SAFI must have a minimum share capital of CRC 142 million' (approx.
approx. USD 262,278),2 as of May 2023; an amount is updated annually

1 Inaccordance with the General Superintendence of Financial Entities decree SGV-A-227, in effect as of May 27,2023.
2 USS1=CR¢ 541.410n May 27,2023. Source: Costa Rica Central Bank. Website: www.bccr.fi.cr

Legal form

The fund management company can be a Costa Rican corporation or a branch of a foreign fund
management entity, both of which should be incorporated before the Public Registry as established by the
Commerce Code.

If a foreign management company is interested in marketing a foreign REIF in Costa Rica, the regulations
allow the local trading of authorised REIF from the following countries: Australia, Brazil, Canada, Chile,
Colombia, France, Germany, Hong Kong, Ireland, Italy, Japan, Luxemburg, Mexico, the Netherlands,
Portugal, Spain, Switzerland, the United Kingdom, the United States of America.

Minimum initial capital

The SAFI must have a minimum share capital of CRC 142,000,000 (approx. USD 262,278). However, this
amount is updated every year through a resolution from the SUGEVAL.

For REIFs and REDIFs, the real estate investment fund must have USD 5 million in net assets.

The minimum investment value by an investor in REIFs who only invests in assets located in Costa Rica
isUSD 1,000, and if the REIF invests in assets located outside of Costa Rica, the minimum investment
amount is USD 5,000.

®

BACK
TO
TOP

EPRA Deloitte.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 COSTA RICA - REIF

2.3

2.4

Unitholder requirements/listing requirements @

Unitholder requirements Listing mandatory

REIF: Minimum 50 participants
REDIF: Minimum 25 participants

Yes

Unitholder requirements

The minimum number of participants in a REIF is 50, and a REDIF is 25. However, the general rule for
investment funds is 50. If the investment fund does not comply with the minimum investors’ requirement
for a period exceeding six months, the fund will be deregistered.

Listing requirements

Closed-ended investment funds are required by law to be registered for trading on an organised local
exchange market.

If the investor decides to sell his/her participation interest, the participation cannot be redeemed directly
by the investment fund except in the circumstances established by law. The latter includes, for example,
when the investors request that their units be bought back, which can be requested when they do not
agree with the amendments made to the fund’s investment policies.

Therefore, when selling participation in a REIF/REDIF, the participant would have to trade the participation
on a stock exchange. The participation value will be determined both by the valuation of the assets and by
its fair market value according to the stock exchange.

The SAFI must be registered before the SUGEVAL. However, the SAFIis not a listed company on the Costa
Rican Stock Exchange; only the investment fund is listed.

Asset level/activity test

Restrictions on activities/investments

- The main activity must be the acquisition and/or leasing of real estate
- 80% of property in real estate assets
- The remaining percentage could be invested in other financial investments, such as publicly-traded securities

- No more than 25% of the REIF’s income can derive from one individual or corporation that belongs to the same
economic unit (does not apply to REDIFs)

- There are some limitations regarding the sale of the REIF’s assets (which do not apply to REDIFs)

At least 80% of the annual average remaining balance of assets must be invested in real estate. The
remaining 20% must be kept in a checking account or invested in publicly traded securities. The 80/20
percentages apply to both Costa Rican investment funds investing in Costa Rican assets as well as CR
funds investing in non-Costa Rican assets. However, these percentages should not apply to foreign funds
registered with the SUGEVAL, since foreign funds must comply with the reqgulations of their country of
incorporation.

REIFs have three years to fulfil these investment percentage requirements.

No more than 25% of the REIF’s income can be derived from one individual or corporation that belongs to
the same economic unit.
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2.5

2.6

2.7

Real estate assets may not be sold by the REIFs until three years after the acquisition and registration as
the REIF’s property.

Neither investors, individuals, nor companies related to the fund may lease real estate belonging to the
fund. The SAFI manager or companies integrated into its economic group may lease real estate from the
fund as long as it does not represent more than 5% of the REIF’s monthly income.

Leverage

Leverage

- Loans to SAFI are limited to 25% of their equity

- Loans to REIFs and REDIFs are limited to 60% of their real estate property and 10% of any other securities
owned by the fund (this 10% cap is the same that applies to financial funds)

Loans to SAFI are limited to 25% of their equity.® Loans to financial funds are limited to 10% of their
assets. In exceptional cases, the SUGEVAL may authorise a 30% limit on loans to financial funds; however,
the investors’ assembly must agree on this.

Non-financial investment funds may have leverage of up to 60% of the total value of their assets. This cap
applies to REIFs and REDIFs.

In general, with the exception of the specific situations described above, an investment fund may not
encumber or lien its assets to obtain debt.

Profit distribution obligations
Operative income Capital gains Timing
No requirement No requirement No requirement

Operative income

The law does not establish a mandatory percentage to be distributed or a specific timing. This will be
established in the investment fund’s prospectus. In practice, Costa Rican Funds substantially distribute all
of their income to their investors.

Capital gains

The law does not establish a mandatory percentage to be distributed or a specific timing. This will be
established in the investment fund’s prospectus.

Sanctions

Penalties/loss of status rules

Determined by the SUGEVAL

3 Amended by Article 19 of the Regulations of Risk Management issued by the Financial System Oversight National Board on February
13,2009, and published in the Official Gazette No. 41 of February 27,2009.
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®

If the Costa Rican investment fund fails to comply with requlatory requirements, the SUGEVAL could take BACK

control of the REIF/REDIF or liquidate it. ToP

In the case of closed-ended funds, such as REIFs, the SUGEVAL may call for an investors’ assembly to
determine if the fund must be liquidated or not. Also, the investors’ assembly may decide to liquidate the
fund, and the Superintendent from the SUGEVAL will ratify the decision.

3 Tax treatment at the level of REIF

3.1 Corporate tax/withholding tax

In December 2018, the Costa Rican Congress enacted a comprehensive tax reform legislation, through
which it established a new Value Added Tax and introduced several amendments to the Income Tax Law,
including changes in the way passive income is taxed and a new capital gains tax.

The first aspect to point out from the Tax Reform is that Article 100 of the Securities Market Regulatory
Act was repealed. Currently, the following taxation system will apply to passive income and capital gains.

Current income Capital gains Withholding tax

15% rate on 85% of gross receipts. 15% on an adjusted basis N/A
(Certain companies can be taxed

at 30% on receipts net of tax-

deductible expenses, but this option

is not likely to apply to REIFs

The amended Income Tax Law modifies the rules applicable to passive income obtained both from
immovable and movable capital and expressly states that investment funds are considered taxpayers
under the new provisions.

Regarding income derived from immovable capital (i.e. rental income), as a general rule, the investment
fund would be subject to a 15% tax on a tax basis corresponding to 85% of the gross amount obtained
monthly as rental income. Nevertheless, the same law provides those taxpayers who have hired at least
one employee to generate rental income the option to inform the Tax Administration of their intention to
be taxed under general income tax rules. Although a 30% tax rate would be applicable to the annual rental
income, under general income tax rules, the taxpayers are allowed to deduct all expenses incurred to
obtain said income. It is not typical that REIFs that meet the conditions are able to opt for this tax regime.

Furthermore, passive income from movable capital, such as dividends and interest, obtained by the
investment fund will be taxed with a 15% tax on gross income, which will generally be withheld at source.

The same law also introduces a 15% capital gains tax imposed on the adjusted basis, which corresponds
to the difference between the transfer value and the acquisition value. When an asset is disposed of other
than through a sale (e.g. by donation), the market value will be used to determine the gain (or loss).

3.2 Transition requlations

Conversion into REIT status

N/A

Not applicable under Costa Rican legislation.
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3.3 Registration duties @
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Registration duties

Transfer tax

A transfer tax applicable upon the transfer of real estate is levied at 1.5%. Additionally, the sale of real
estate to or from a fund will still be subject to other stamp duties and registration fees, which amount to
approximately 1% of the value of the transaction.

4 Tax treatment at the unitholder level

4.1 Domestic and foreign unitholder

Corporate unitholder Individual unitholder Withholding tax

Exempt Exempt N/A

Passive income and capital gains derived by the investor from their participation in the investment fund
are exempt from any tax, as both capital gains and income are already taxed at the REIF level.

5 Treatment of the foreign REITs and their domestic unitholder

Foreign REIT Corporate unitholder Individual unitholder
Taxed under normal Costa Rican income tax Not liable to tax or 15% 15% withholding tax
rules, whether as a non-resident taxpayer withholding tax

(subject to WHT) or as a PE subject to
ordinary income tax

Foreign REIT

According to Articles 52 and 59 of the Income Tax Law, a foreign REIT that derives Costa Rican source
income would be subject to the non-resident withholding tax, the rate of which may range from 5% to
30%, depending on the characterisation of the income.

A foreign REIT that owns and rents or develops real estate within Costa Rica could be considered a
permanent establishment (PE) in Costa Rica. According to Article 2 of the Income Tax Law, a foreign
entity would have a PE in the country if it has a fixed place of business through which it conducts for-profit
activities. According to that same provision, a fixed place can be any factory, building or real estate used
for those purposes. A PE is considered an autonomous taxpayer for Costa Rican income tax purposes and
would be subject to a 30% corporate income tax rate computed on net income. Consequently, it would

be required to prove the existence of deductible expenses by complying with a number of tax obligations,
including bookkeeping, filing of tax returns, issuance of invoices, etc.

If a foreign REIT wants to be registered before the SUGEVAL, it must comply with certain requirements
established by the SUGEVAL, such as being authorised by a requlatory entity that is a member of IOSCO.
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Also, the investment fund should have at least one year of operation and must have an equity of at least @

USD 20 million, and the fund manager should have a minimum of three years of experience in the field and Bas"

should have an independent custodian entity, among others. However, only the commercialisation of real Top
estate investment funds duly authorised in Australia, Brazil, Canada, Chile, Colombia, France, Germany,

Hong Kong, Ireland, Italy, Japan, Luxemburg, Mexico, the Netherlands, Portugal, Spain, Switzerland, the

United Kingdom and the United States of America are permitted.

Domestic corporate unitholder

When the foreign REIT distributes its profits to its investors, such distribution of dividend income from the
foreign REIT to its corporate unitholders in Costa Rica will not be subject to Costa Rican tax.

Domestic individual unitholder
When the foreign REIT distributes its profits to its investors, such distribution of dividend income from the
foreign REIT to its unitholders in Costa Rica will not be subject to Costa Rican tax.

If the foreign REIT only has investments abroad, with no connection to Costa Rica other than the tax
residency of the unitholders (individuals or legal entities), neither the REIT nor the unitholders’ income is
subject to taxation in Costa Rica.
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1 General introduction ©)
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TOP
Fund name Enacted year Citation REIT type
FIBRAS 2004 Mexican income tax Law Trust

Last amendedin 2022

‘FIBRAS’ (Fideicomisos de Inversion de Bienes Raices) was was introduced in Mexico in 2004 to encourage
real-estate investment following the same model as the US REITs (Real Estate Investment Trusts). FIBRAS
afford a special tax treatment to trusts whose purpose is to acquire or construct real properties to be
leased or those whose purpose is to acquire the right to receive income from leasing such properties, as
well as those whose purpose is to grant financing for such objectives.

During its first stage (2004-2006), tax incentives were not sufficient to attract investors, so additional
amendments were introduced in 2007 to attract small and institutional investors to a portfolio of real
properties in a diversified array of real property products, such as shopping centres, industrial facilities,
office buildings, apartment complexes and hotels, through the issuance of publicly traded securities or
real property participation certificates. A New MITL was enacted in December 2013 and became effective
on January 1, 2014, pursuant to which some minor aspects are to be considered in FIBRAS. The tax reform
in force on January 1, 2020, includes some changes in the Sector. Public FIBRAS are allowed to be traded
only under the special regime of FIBRAS. Private FIBRAS must be traded as a reqular corporation. It is
important to point out, that a transition provision sets forth that those contributions of real properties

to trusts, that were carried out prior to the effectiveness of this reform and whose gain on those
contributions has not been accrued, will be accrued no later than in the annual income tax return of the
tax year 2021.

The 2022 tax reform included an authorisation for the Mexican tax authority to issue additional rules
to enhance compliance with the provisions requlating the tax treatment of FIBRAS (enabling clauses)
established in the tax legislation.

In order to generate legal certainty and encourage Foreign Direct Investment (FDI) in Mexico, for the tax
year 2023, no amendments were published to the tax provisions, including the tax treatment of FIBRAS.

In order to generate legal certainty and encourage Foreign Direct Investment (FDI) in Mexico, for the tax
year 2024, no amendments were published to the tax provisions, including the tax treatment of FIBRAS.

In order to generate legal certainty and encourage Foreign Direct Investment (FDI) in Mexico, no
amendments were published related to the tax provisions of tax treatment of FIBRAS by the Mexican
Government applicable in 2025.

Recently, the FIBRAS have become much more attractive as an investment real estate vehicle for both
Mexican and non-Mexican investors.

Sector summary*

Listing Number in EPRA Sector mkt cap % of Global

country NIDGIF @lf el REIT Index (EUR m) REIT Index

Mexico 17 5 24,726.73 0.60%

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION

EPRA IBDO



GLOBAL REIT SURVEY 2025 MEXICO - FIBRAS

Top five REITs* @

1yrreturn
(EUR) %

% of Global
REIT Index

Company name

Div yield

Prologis Property Mexico

SA deCV 5,134.79 9.35% 4% 0.25%
Fibra Uno Administracion SC 4,458.38 11.50% 6% 0.24%
Administradora Fibra o o o
Danhos S.A. de C.V. 1,763.64 18.95% 6% 0.02%
PLA Administradora ) o o o
Industrial S. de R.L.de C.V. 1,259.23 17.33% 9% 0.01%
Macquarie Mexico Real

Estate Management S.A. 1,078.24 -8.54% % 0.08%

de C.V.

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Formation of FIBRAS

2.1 Formalities

Key requirements

- Incorporation under Mexican law
- Mexican trustee
- FIBRAS: listed and private

First, the trust must be created or established in accordance with Mexican law, and the trustee must be a
Mexican banking institution authorised to act as such in Mexico.

The primary objective of the trust must be to acquire or construct real properties in order to lease
them, to acquire the right to receive income from leasing such properties, or to grant financing for such
purposes backed by mortgage security on the leased assets.

Only Listed FIBRAS whose trust certificates for the assets that make up the trust property are placed in
Mexico among the general investing public can apply for the special tax treatment explained hereinafter.
Private FIBRAS must be taxed as a regular corporation.

2.2 Legal form/minimum initial capital

Legal form Minimum initial capital

Trust No

EPRA IBDO
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2.3

2.4

Legal form

The legal form to establish a FIBRA is through a trust.

Trusts in Mexico are governed by the Mexican General Law of Negotiable Instruments and Credit
Operations and are entered into with an authorised Mexican financial institution, which acts as the trustee.
The settlorin the trustis the investor who contributes real property, funds, or both to the trust, and the
beneficiaries are the parties that are entitled to receive the benefits from the gains or income of the trust.

According to the Mexican Income Tax Law (‘MITL’), real property trusts are considered as FIBRAS
provided they meet the following requirements:

e The purpose of the trust must be (i) the acquisition or the construction of real estate property intended
for lease; or (ii) the acquisition of the right to receive income from the leasing of such assets; in addition
to (iii) granting financing for such purposes backed by mortgage security on the leased assets;

e Atleast 70% of the funds of the trusts are invested in real estate properties or the rights or credits
referred to above, and the remainder is invested in Federal Government Securities registered in the
National Securities Registry or shares of debt-instrument mutual funds;

e Thereal estate properties that are constructed or acquired must be leased and not be sold for at least
four years as of the conclusion of their construction or their acquisition. Real properties that are sold
before the said term has ended will not receive the preferential tax treatment at hand; and

e Thetrust shall be enrolled at the Registry of Trusts engaged in the acquisition and construction of real
estate pursuant to the general rules issued by the Mexican Tax Administration Service. This requirement
is deemed to be met when the relevant trust obtains a favourable ruling issued by the Mexican Tax
Authorities concerning the tax treatment applicable to such trust, among other requirements.

Minimum initial capital

Mexican legal and tax provisions do not establish any limits relating to the initial capital of FIBRAS, but,
naturally, a substantial amount of capital will be required for its operation. It is also important to note that
Mexico has enacted thin capitalisation rules, which will be explained hereinafter.

Certificate holder requirements/listing requirement

Listing requirement

Listed FIBRAS certificates are required to be listed on the Stock Exchange in order to receive the
preferential tax treatment, as well as be incorporated in accordance with Mexican law.

Patrimony of FIBRAS

Restrictions on activities/investments

70:30 ratio

At least 70% of the patrimony of FIBRAS must be invested in real estate property or rights to receive
income from leasing or acquisition of real estate properties, and the remainder must be invested in
securities issued by the Federal Government registered at the National Registry of Securities or in shares
of debt-instrument mutual funds.
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In general, there are no restrictions regarding real property developments. Please take into consideration @

that lodging properties are required by Mexican tax regulations to meet some additional requirements. BACK

TOP

2.5 Leverage

Leverage

Thin capitalisation rules

Interest payments made to foreign-related parties are subject to thin capitalisation regulations, which
provide that interest payments made to foreign-related parties arising from foreign-related debt
exceeding three times the average equity of the company (‘3:1 debt/equity ratio’) will not be deductible.
Nevertheless, in certain cases, taxpayers may seek a ruling from Mexican tax authorities in order to
exceed the 3:1debt/equity ratio mentioned above.

2.6 Taxable income distribution/obligations of the trustee

Taxable income distribution Timing

95% of taxable income Annually

Taxable income

At least once a year, no later than March 15, the trustee must distribute to the holders of the investment
certificates at least 95% of the taxable income of the immediately preceding fiscal year generated by the
assets that make up the trust property.

2.7 Sanctions

Penalties/loss of status rules

- Taxincentives do not apply
- May lose its status as a FIBRA

In the event of non-compliance with organisational and asset rules, the trust may lose its status as
a FIBRA. The sale of real property prior to the four-year holding period does not constitute ‘non-
compliance’. In this case, the tax benefit is lost only for the property that was sold.

3 Tax treatment at the level of the FIBRAS

3.1 Corporate taxes/tax withholding

In general terms, income tax is levied at a rate of 30% on taxable income (taxable revenues minus
authorised deductions) calculated on an accrual basis.

EPRA IBDO
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Operating income @

BACK
TO
Mexican tax requlations provide that a trustee of a FIBRA is required to determine, on behalf of the or
beneficiaries, the income tax arising from the activities of the FIBRA as any corporation or company
would, i.e., it will be entitled to deduct any expense that complies with Mexican tax requirements. Once
the net gain or taxable income is determined, upon distribution, the trustee will be required to make a tax
withholding unless the beneficiary of the income is exempt from paying such tax (i.e., registered pension
or retirement funds). Any distribution made by the trustee to the beneficiaries during the tax year will be

creditable against the annual tax liability of the beneficiary.

Mexican tax residents are required to add any distribution made by FIBRAS to other income they receive
during the tax year, and they will be entitled to credit the tax withholding made by FIBRAS.

FIBRAS have no obligation to make estimated payments of income tax. This allows the trust to allocate
cash to project financing rather than paying estimated taxes. However, the trust has an obligation to file
and pay income tax, as applicable, on an annual basis.

Mexican tax provisions establish that the net operating losses for income tax purposes (NOLs) may be
carried forward for ten years and that the trust may use its losses sustained in prior taxable years to
offset taxable income for the year.

Capital gains

Upon disposition of any portion of the estate of the FIBRAS, income tax will apply. Please note that the tax
must be updated for inflation from the month when the real property was contributed into the trust and up
to the month in which the transfer takes place.

Other taxes

Local land taxes (property tax and transfer tax) will apply to the real property owned by the FIBRAS.

Accounting rules

In Mexico, the Federal Fiscal Code (FFC) lists the requirements with which the books and records must
comply, among which we find the following:

e Theaccounting systems and records must comply with the requirements listed in the Reqgulations of
the Federal Fiscal Code (RFFC) (i.e., preparing financial statements, linking the financial statements
with accounts, identifying transactions, and preparing transaction vouchers as evidence of
transactions);

e The accounting records must be analytical and must be registered within two months following the
date on which the respective transactions were performed;

e The accounting books must be kept at the tax domicile of the taxpayer;

e The books and records must follow the Mexican Financial Information Norms and be kept in Mexican
Pesos;

e Certain accounting records must be submitted to the Mexican Treasury electronically on a monthly
basis; and

e Mexican entities must also ensure that all invoices and receipts (including for withholding tax) are
generated electronically (Comprobante Fiscal Digital por Internet) and must comply with various
requirements.
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3.2

3.3

Transition requlations

Conversion into FIBRA status

Deferred taxation of contributions to the trust

A contribution of real property is deemed a taxable event. Nevertheless, persons who, in their capacity
as settlors, contribute real properties to the trust and receive investment certificates for the total or
partial value of said properties may defer the payment of the income tax liability on the gain obtained
on the sale of such properties until they sell each such certificate. The tax liability corresponding to
each certificate sold for the period from the month of the contribution of the real properties to the trust
until the month in which the certificates are sold will be updated by inflation.

The tax will be calculated by applying the 30% rate to the amount of the gain obtained in the sale of the
real properties and must be paid within fifteen days following the sale of the corresponding investment
certificates.

The gain will be calculated in accordance with this MITL. For this purpose, the sale price of said
properties will be considered to be the value assigned to them in the indenture of the aforementioned
certificates, and the resulting gain will be divided by the number of investment certificates, which

is determined by dividing the aforementioned value by the par value of the individual investment
certificate.

The deferral of the tax payment will end when the trustee sells the real properties. The settlor who has
contributed said properties must pay this tax within fifteen days after the day on which said properties
are sold.

Other fees

Other Fees

- Local property transfer tax
- Public reqgistry fees

- Notary public fees

- Trustee fees

- Otherlocal fees

In Mexico, the transfer of real property is subject to a real property transfer tax at the state level.
Generally, property transfer tax is triggered when the trustee receives the certificates, but if dealing with
a FIBRA, the property transfer tax may be deferred up to the moment the certificate is sold or when the
real property is sold by the trust, depending on state laws. The transfer tax rate varies depending on the
state where the real property is located.

With regard to the fees of the Public Registry, the Notary Public, the trustee and any other local fees that
may apply depending on local laws, please note that while the amount to be paid varies depending on
the state where the FIBRA is formed, it is important to take such fees into consideration since such can
amount to a considerable sum.
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4 Tax treatment at the certificate holder level ®
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4.1 Domestic holder

Corporate certificate holder  Individual certificate holder Tax withholding

- 30% income tax on the taxable - 30% income tax on the - The trust must withhold income tax on
income resulting from the sale taxable income resulting from the taxable income distributed to the
of the certificates the sale of the certificates holders of the investment certificates

- Sale of certificates through an - Sale of certificates through an by applying the 30% rate to the
authorised Stock Exchange is authorised Stock Exchange is distributed amount of said taxable
tax-exempt for income tax in tax-exempt for income tax income unless the holders that receive
some cases the income are exempt from paying

income tax on such amounts

- The purchaser of the investment
certificates must withhold from
the seller a10% income tax on the
gross income that the seller receives
for such certificates, without any
deductions, unless the seller is a
legal entity residing in Mexico for tax
purposes or is income tax-exempt
for the item of income earnt from the
goods, rights credits or securities that
compose the trust estate

Corporate certificate holder

The distributions paid by the trust to Mexican entities are considered taxable income and are subject
toincome tax at a rate of 30%. The income that derives from the sale of certificates is considered to be
taxable income for income tax purposes and is taxed at a 30% tax rate. Please take into consideration that
the trust will carry out a withholding tax at the rate of 30%.

Individual certificate holder

The distributions paid by the trust, as well as income earned for the disposition of the certificates by
Mexican individuals, are considered taxable income and are subject to income tax at variable rates
depending on the amount of the income. The top rate for individuals in Mexico pursuant to MITL is a 35%
rate. Please take into consideration that the trust will carry out a withholding tax at the rate of 30%.

Finally, the income from the sale of participant certificates through an authorised Stock Exchange and
received by Mexican individuals who are residents of Mexico is exempt from income tax.

Tax withholding

The distributions paid by the trust to Mexican entities and individuals are subject to a tax withholding
made by the trustee or by the financial broker who has the certificates in deposit, unless such entities or
individuals are exempt from such payment. Further, the tax so withheld is a tax credit for Mexican entities
orindividuals.

The purchaser of the investment certificates must withhold from the seller a 10% income tax on the gross
income that the seller receives for such certificates, without any deductions, unless the seller is a Mexican
resident individual and the transaction is undertaken in the stock exchange.
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4.2 Foreign certificate holder

Corporate certificate holder Individual certificate holder  Tax withholding

Final income tax withholding Final income tax withholding - 10% tax withholding made by the
purchaser of the certificates, unless
the transaction is undertakenin a
recognised stock exchange

- Tax withholding of 30% on the
distribution of profits

Corporate certificate holder

Amounts withheld from corporate holders of certificates who are foreign residents are deemed as a final
tax payment.

If the owner of the certificate is a foreign pension and retirement fund, trust distributions and the transfer
of certificates are exempt for income tax purposes. Certain requirements must be met in order to be
considered a foreign pension and retirement fund for Mexican tax purposes.

Individual certificate holder

Amounts withheld from individual holders of certificates who are foreign residents shall be deemed in
Mexico as a final tax payment.

Tax withholding

Distributions paid by the trust to foreign entities and individuals are subject to a withholding tax made
by the trustee or by the financial broker who has the certificates in deposit at a rate of 30%, unless such
entities or individuals are exempt from such payment, and is considered a final tax payment.

The purchaser of the investment certificates must withhold from the seller a 10% income tax on the gross
income that the seller receives for such certificates, without any deductions, unless the seller is a foreign
resident and the transaction is undertaken in the stock market.

As of January 1, 2021, foreign transparent entities that manage capital invested for Mexican tax
residents, such as FIBRAS, can still be treated as transparent for Mexican tax purposes as long as certain
requirements are met.

Finally, it is important to point out that foreign shareholders may take advantage of the benefits afforded
by the tax treaties entered into by Mexico.

Treatment of the foreign trust

Foreign trust

Income tax if the foreign trust is considered a resident in Mexico; otherwise, taxation depends on a tax treaty

EPRA IBDO
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Foreign trusts @
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The benefit of the special tax regime applicable to FIBRAS will not be applicable to a foreign trust ToP
because, in order to obtain the special tax regime granted to FIBRAS, the trust must be incorporated

under Mexican law. In this case, the activities of the foreign trust in Mexico will determine the applicable

tax regime. It is possible that the foreign trust would be treated in Mexico as a permanent establishment.

In this case, it would be subject to income tax.

Itis possible that it would be treated as a foreign resident with revenues from a source of wealth located in
Mexico; accordingly, the income tax treatment will depend on the type of Mexican source income obtained
by the non-resident and whether the non-resident resides in a country with which Mexico has a tax treaty.

SIBRAS

Until 2014, investors could also incorporate Mexican entities commonly referred to as SIBRAS (Sociedades
Inmobiliarias de Bienes Raices). However, as we mentioned before, a new MITL was enacted in December
2013 and became effective on January 1, 2014, pursuant to which such possibility is now repealed.

Please take into consideration that pursuant to the new MITL, commercial corporations that took the tax
incentive for SIBRAS shall abide by the following:

» Shareholders that contributed real estate to the corporation shall include in gross income the gain
from the disposition of the goods so contributed when any of the following situations take place:

a. They dispose of the shares of such corporation, in the proportion that such shares represent with
regard to all the shares received by the shareholder for the contribution of the real property to the
corporation, provided that such gain was not included in gross income previously; and

b. The corporation disposes of the contributed goods, in the proportion that the part being transferred
represents such goods, provided that such gain was not included in gross income previously.

If any of the situations described in the two preceding subsections has not taken place through
December 31, 2016, the shareholders of the SIBRAS shall include in gross income the full amount of the
gains from the disposition of the contributed goods that were not included in gross income previously.

* The gainsthat are included in the gross income described shall be updated from the month in which
they were earned through the month in which they are included in gross income.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type REIT market
REIT - Enactedin1972 | - Internal Revenue In principle, - Significant improvements
- Amendedin Code for a New corporate type were expected from the
2000, 2006, Puerto Rico, as (election for 2006 changes in the PRIRC.
2011, 2014, amended (IRCNPR) ' tax status) However, no statistics are
2018 and 2020 - IRCNPR §1082.01 available that evidence such
to §1082.03 and improvement
§1101.01(a)(8)(F) - Amendments made during
(previously PRIRC 2014 change certain
0f 19941500 requirements to increase
to §1502 and investment in REITs and the
§1101(18)) creation of new REITs

- In 2018, an amendment was
included in §1101.01 specifying
every non-profit entity must
request a determination from
the Secretary approving the
tax exemption (applicable to
foreign REITs)

The law that established Real Estate Investment Trusts (REITs) in Puerto Rico was enacted in 1972 and
amended in 2000, 2006, 2011, 2014, 2018, and 2020. The REIT provisions are found in the Internal
Revenue Code for a New Puerto Rico (IRCNPR),' Sections 1082.01to 1082.03 and Section 1101.01(a)(8)(F)
(previously PRIRC of 1994, Sections 1500 to 1502, and Section 1101(18).

REIT legislation prior to the 2006 amendments was very restrictive and did not result in the expected
investment and development that was contemplated when originally enacted. The 2006 amendments
liberalised certain requirements to promote REIT market activity in Puerto Rico. However, the Puerto
Rico Commissioner of Financial Institutions does not maintain separate statistics for REITs in Puerto Rico.
Therefore, there is no public data available to assess any changes to REIT market activity as a result of the
2006 amendments.

In 2014, the REIT legislation was further amended to liberalise certain requirements and include, as

an eligible activity, the income from the purchase of real property to be remodelled and rented. This
amendment intends to promote the purchase of redeveloped properties by the REITs and help to reduce
large inventories held by local banks. In addition, the IRCNPR was amended in 2014 to defer the gain
realised on certain assets when the total proceeds from the sale of such assets are invested in a REIT. The
purpose of this amendment is to promote the investment of local capital into REITs.

In 2018, the IRCNPR was amended to require that every non-profit entity request a determination from
the Secretary approving the tax exemption granted under section 1101.01. The Secretary may request

a Report of Previously Agreed Procedures or a Compliance Report issued by an Authorised Public
Accountant, with a valid license in Puerto Rico, in order to confirm that the entity meets the requirements
to obtain the exemption requested. In these cases, the request will be deemed approved in thirty days
unless the Secretary rejects the request before the said period is complete. The Secretary is empowered
to establish, through reqgulations, administrative determinations, circular letters, or bulletins of a general
nature, the conditions under which the Compliance Report will apply and the procedures that the Certified
Public Accountant must follow to issue the report. This requirement applies to foreign REITs described
below in Section 5.

1 OnJanuary 31, 2011, the Governor of the Commonwealth of Puerto Rico signed into law a new Puerto Rico Internal Revenue Code, to
be known as the ‘Internal Revenue Code for a New Puerto Rico’ (hereinafter referred to as the ‘IRCNPR’ or the ‘2011 Code’). The 2011
Code repealed almost in its entirety the Puerto Rico Internal Revenue Code of 1994, as amended. However, the new code incorporates
many of the provisions of the 1994 PR Code, including the REITs provisions. There are no substantive changes to such provisions in the
2011 PR Code. The 2011 Code also provides further guidance to US REITs that may qualify for tax exemption.
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In 2019 and 2020,2 the IRCNPR was amended to expand the definition of shareholders. @

BACK
The REIT regime is principally a tax regime; corporations, trusts, certain partnerships, and associations Tor
can elect for REIT status. However, the entity must be created or organised in the Commonwealth of

Puerto Rico. In this survey, we refer to the corporate REIT type.

2 Requirements

2.1 Formalities/procedure

Key requirements

- Election with the income tax return
- REITs are requlated by the Puerto Rico Commissioner of Financial Institutions.
- Managed by one or more trustees or directors

Once the leqgal structure is created, in order to operate as a REIT for tax purposes, an election is required.
The election is made together with the filing of the income tax return for the year in which the tax regime
is intended to be effective.

The Commissioner of Financial Institutions will oversee the operations of the REIT as a reqgulator. Pursuant
to the Puerto Rico Uniform Securities Act, all stocks or shares in a REIT will be considered ‘Securities’.

In order to comply with federal laws:

e Theinvestor must register the issuance of securities as part of the ‘full and fair disclosure’ policy
stated by the Securities Act 0f 1933;

e Sales could be regulated by the Securities Exchange Act of 1934; and
e The REIT must also comply with the Uniform Securities Act of Puerto Rico.?

The guidelines established by the North American Securities Administration Association (NASAA) will apply
until otherwise modified by the Commissioner of Financial Institutions of Puerto Rico via regulations.

For taxable years beginning after December 31, 2019, REITs with a volume of business equal to or greater
than USD 3,000,000 but less than USD 10,000,000 must file Audited Financial Statements (AFS), an
Agreed Upon Procedure (AUP) or a Compliance Attestation (CA) completed by a Puerto Rico licensed
Certified Public Accountant (‘CPA’) with its income tax return. If the volume of business of the REIT is
greater than USD 10,000,000, the REIT must submit an AFS with the income tax return. There are special
rules for a group of related entities.

The REIT must be managed by one or more trustees or directors.

2 OnJuly1,2019, the Governor the Puerto Rico Incentives Code, Act 60 of 2019 and introduced amendments to Sections 1082.01 and
1082.02. Further, on April 16, 2020, the Governor of Puerto Rico signed Act 40 of 2020 to introduce various technical amendments to
the IRCNPR.

3 Act 20 of 2014 clarifies that REITs must comply with the provisions established by the Uniform Securities Act of Puerto Rico.
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2.2 Legal form/minimum share capital @
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Legal form Minimum share capital
Corporation, partnership, trust or association No minimum capital
Legal form

REITs may be organised as corporations, certain types of partnerships, trusts, or associations. These
entities must be domestic entities, organised or created under the laws of the Commonwealth of Puerto
Rico. The entity must be one that would be taxable as a domestic corporation if it were not for the tax
exemption provided for by the Puerto Rican REIT legislation.

The REIT cannot be a financial institution as defined under Section 1033.17(f) of the IRCNPR (previously
Section 1024(f) of the 1994 PRIRC) or an insurance company subject to taxation under Subchapter A of
Chapter 11 of the IRCNPR.

Minimum share capital

There are no minimum capital requirements in Puerto Rico. Transferable capital must be represented by
stocks or participation certificates.

All of its stocks, shares or interests must be transferable and issued exclusively in exchange for cash.

2.3 Shareholders requirements/listing requirements

Shareholder requirements Listing mandatory

At least 20* (50 shareholders prior to 24 January, 2014) shareholders or partners No

4 Act 20 of 2014 reduced the amount of shareholders from 50 to 20 effective after January 24, 2014. Act 40 of 2020
expanded the definition of shareholders to determine this requirement.

Shareholder requirements

A REIT has to be composed of at least 20 shareholders or partners (50 shareholders prior to January 24,
2014). For this purpose, the shareholders of an exempt investment trust shall be classed as shareholders
of the REIT.

At no time during the last half of its taxable year should more than 50% of the total value of outstanding
shares be owned by less than six individuals, based on the attribution rules of Section 1033.17(b)(2) of the
IRCNPR (previously Section 1024(b)(2) of the 1994 PRIRC). In order to comply with these provisions, the
REIT must maintain records that demonstrate the actual ownership of its outstanding shares or interests.

At present, there are no distinctions between resident and non-resident shareholders.

Listing requirements

Listing of a REIT is not mandatory.
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2.4 Asset level/activity test

Restrictions on activities/investments

- Atleast 95% of gross income must be qualifying investment income

- Atleast 75% of gross income must be qualifying real estate investment income

- Atleast 75% of the value of total assets must be represented by real estate assets, cash or equivalents, and
securities and obligations of Puerto Rico

- Not more than 25% of the value of total assets is represented by securities other than those mentioned above

At least 95% of gross income must be derived from dividends, interest, rents from real property, gain
from the sale of stocks, securities, real property and rights to real property, the net gain from the sale of
certain real estate assets, payments received or accrued for entering into agreements to execute loans
guaranteed with mortgages on real property or acquire or lease real property, net gain from the sale or
other disposition of a real estate asset which is not a prohibited transaction solely, qualified temporary
investment income and income from the purchase of property to be remodelled and rented.

At least 75% of gross income must be derived from:
* Rents derived from real property located in Puerto Rico;

* Interest on obligations secured by a mortgage on real property or rights to real property located in
Puerto Rico;

e Gain from the sale or other disposition of real property that is not of the type of property that qualifies
as inventory;

» Dividends or other distributions and gains derived from the sale or other disposition of shares of
transferable stock, certificates, or participation in another REIT;

* Amounts received or accrued as consideration for entering into agreements to make loans secured
by mortgages on real property and/or rights to real property located in Puerto Rico, and/or to buy or
lease real property and/or rights to real property located in Puerto Rico;

* Net gains derived from the sale or other disposition of real property which is not a prohibited
transaction; and

e Qualified temporary investment income.

At the end of each quarter of each taxable year, at least 75% of the value of total assets must be
represented by real estate assets, cash or equivalents, and securities and obligations of Puerto Rico
and/or of the US (and whichever instrumentality or political subdivision thereof); and not more than

25% of the value of total assets must be represented by securities other than those mentioned above.
For the purpose of these sections, real property means land located in Puerto Rico or improvements
thereon used as hospitals, schools, universities, public or private housing, transportation facilities and/or
public or private roads, office buildings, governmental facilities, facilities of the manufacturing industry,
recreational centres, parking facilities, residential properties, shopping centres, hotels and buildings or
structures acquired from the government of Puerto Rico, its agencies and instrumentalities.

Subsidiaries of a REIT will not be treated as a separate entity, and all its assets, liabilities, income items,
deductions and credits will be considered to belong to the REIT. Subsidiary means a corporation, company,
or partnership wholly owned, directly or indirectly, by a REIT.

Starting January 1, 2007, the acquisition of real property must be made through the purchase of assets,
stocks or participations in a transaction that generates Puerto Rican source income subject to tax in
Puerto Rico, except for assets bought from the government of Puerto Rico. This acquisition of real
property can be either directly or through related companies.
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2.5

2.6

2.7

Leverage

Leverage

No restrictions

There are no leverage restrictions. The IRCNPR provides a special rule for the income (interest and
gain) generated by the REIT with respect to certain hedging instruments for the purpose of determining
compliance with the 95% qualifying gross income requirement.

Profit distribution obligations

Operative income Capital gains Timing

90% of net taxable income must be distributed as

a taxable dividend, and 90% of its exempt income Included in netincome Annually

must be distributed as an exempt dividend
Operative income
At least 90% of the net taxable income and exempt net income of a REIT must be distributed annually
as taxable and exempt dividends, respectively. If the REIT does not distribute such netincome, it will be
taxable as a reqgular corporation at a maximum tax rate of 37.5%.5
Capital gains
Gains from the sale of capital assets are part of a REIT’s gross income computation and, therefore, part of
its net income determination. Also, certain net gains from the sale or disposition of real property that do
not constitute a prohibited transaction are part of the net income determination of the REIT.
Sanctions

Penalties/loss of status rules

- Loss of REIT tax exemption
- Loss of REIT status

The election to operate as a REIT could be terminated if the provisions and requirements under the
IRCNPR are not satisfied for the taxable year for which the election is made or for any succeeding taxable
year. The loss of REIT status requires a five-year waiting period to re-elect unless waived by the Puerto
Rico Secretary of Treasury for reasonable cause.

A REIT that fails the gross income tests above, one or both, may be treated as satisfying those tests to
maintain its election if:

5 Act 40 of 2013 increased the maximum corporate tax rate from 30% to 39%, effective for taxable years commencing after
December 31,2012. Act 257 of 2018 decreased the maximum corporate tax rate from 39% to 37.5% for taxable years commencing
after December 31,2018.

®

BACK
TO
TOP

EPRA 254 Deloitte.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 PUERTO RICO - REIT

3

* Certain disclosures are made with the income tax return for such taxable year; @
BACK

* Theinclusion of any incorrect information on those disclosures is not due to fraud with the intent to o
evade taxes; and
* Thefailure to meet the test or tests is due to reasonable cause and not due to gross negligence.®

However, if a REIT fails to comply with the gross income tests above to operate as such during the taxable
year but its election is not deemed terminated, the imposition of taxes will be applicable. The penalty is
calculated as a tax charge of 100% on the greater of:

i. The excess of:
a. 95% of the gross income (excluding gross income from prohibited transactions) of the REIT, less

b. The amount of such gross income derived from the dividends, interest, rents from rental property,
and other qualified income; or

ii. The excess of:
a. 75% of the gross income (excluding the gross income from prohibited transactions) of the REIT, less

b. The grossincome derived from qualified domestic income multiplied by a fraction, the numerator
of which is the taxable income of the REIT for the taxable year (without taking into account any
deduction for net operating loss) and the denominator of which is the gross income for the taxable
year (excluding gross income from prohibited transactions).

In addition, the REIT is subject to a 100% tax on prohibited transactions, as discussed below.

Tax treatment at the level of the REIT

2.8 Corporate tax/withholding tax

Current income Capital gains Withholding tax

Eligible income received by the REIT

Eligible income is tax-exempt Eligible capital gains are tax-exempt is not subject to withholding tax

Current income

The eligible income is not taxed at the level of the REIT to the extent that the distribution requirements are met.

Income from prohibited transactions is subject to tax at a rate of 100%. This tax is levied upon the net
income from prohibited transactions, excluding prohibited transactions for which there was a loss. A
prohibited transaction is the sale or disposition of property primarily held for sale to customers in the
ordinary course of a trade or business (inventory). The sale of certain real property shall not be treated as a
prohibited transaction if certain requirements are met and the property is held for one year or more.

In the case that the REIT is not in compliance with distribution requirements, it will be taxable as a
reqgular corporation.

Capital gains

Eligible capital gains are not taxed at the level of the REIT.

6 Act 20 of 2014 substituted the term ‘willful neglect’ for ‘gross negligence’ effective January 24, 2014.
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Withholding tax @
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No withholding tax is levied on eligible income received by the REIT. As an otherwise taxable corporation, Tor
it would be subject to any other income tax withholding rules on income from prohibited transactions and
other related income.

Other taxes
The REIT is subject to other taxes like municipal license taxes (similar to a gross receipt tax) and real and
personal property taxes. For property tax purposes, the REIT may take advantage of other tax exemptions

that might be available under the Municipal Property Tax Act, depending on the type of activity or
industry in which the property is used.

Accounting rules

No special accounting rules exist for a REIT. Generally, the REIT will follow US GAAP.

2.9 Transition requlations

Conversion into REIT status

No requlations

2.10 Registration duties

Registration duties

Stamp duties and register fees

The acquisition of real estate by the REIT will be subject to various kinds of stamp duties and registration,
and notary fees. These stamp duties and notary fees depend on the value of the property and vary from
transaction to transaction.

3 Tax treatment at the shareholder level

3.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Final withholding tax - Final withholding tax Withholding tax of 10%
on distributions on distributions on distributions

- Capital gains are taxable - Capital gains are taxable

Corporate shareholder
Dividends are subject to a final withholding tax of 10%.
If the shareholder is a resident entity, gains from the sale of the shares in a REIT would be taxable at

special rates if considered long-term capital gains (20% for transactions after June 30, 2014,” rather than

7 Act 77 of 2014 increased the special tax rate on long-term capital gains applicable to corporations from 15% to 20% for transactions
executed after June 30, 2014.
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3.2

at a maximum tax rate of 37.5% for taxable years beginning after December 31, 2018).® @

BACK
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Individual shareholder Top

Dividends are subject to a final withholding tax of 10%.

Residents of Puerto Rico would be subject to taxation on capital gains from the sale of the shares in a REIT.
The special rate is available if the gain is considered a long-term capital gain (individuals and trusts will be
taxed at 15% for transactions after June 30, 2014 rather than at a maximum tax rate of 33%)."°

Withholding tax

Taxable Taxable distributions are subject to withholding tax at the rate of 10%, as defined in Section
1082.02 of the IRCNPR (previously Section 1501 of the 1994 PRIRC). The trustees or directors to whom
the management of the REIT has been delegated are responsible for deducting and withholding the
required tax rate on the taxable distributions.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
- Withholding tax on distributions - Withholding tax on distributions - Withholding tax of 10%
- Potentially withholding tax - Potentially withholding tax on distributions
on capital gains on capital gains - Puerto Rico has not entered

into any Tax Treaties

Corporate shareholder

Dividends will be subject to a 10% withholding tax.

Taxation of capital gain income in the case of a foreign shareholder will depend on the source of the

gain and the residency status of the shareholder. If the shareholder is a non-resident entity, income tax
withholding at source would be applicable only if the gain is considered from sources within Puerto Rico.
Generally, the rule to determine the source of the gain in the case of personal property (shares) is the
residence of the seller, with the exception of property that constitutes inventories, depreciable property,
and intangible property, each of which is subject to specific rules.

The tax on dividends distributed by the REIT will be imposed at the equity-holder rather than the entity level.

Individual shareholder
The foreign individual shareholder is subject to a 10% withholding tax.

Taxation of capital gain income in the case of a foreign shareholder will depend on the source of the gain and
the residency status of the shareholder. The rules to determine the source are the same as we indicated above
under ‘Corporate shareholder’.

The tax on dividends distributed by the REIT will be imposed at the equity-holder rather than the entity level.

8 On December 10, 2018, Act 257 of 2018 was enacted in which various amendments were introduced to the IRCNPR, including
changes in the tax rate for taxable years commencing after December 31,2018.

9 Act 77 of 2014 increased the special tax rate on long-term capital gains applicable to individuals from 10% to 15% for transactions
executed after June 30, 2014.

10 On December 10, 2018, Act 257 of 2018 was enacted in which various amendments were introduced to the IRCNPR, for taxable years
beginning after December 31,2018, an individual’s tax is ninety-five (95%) percent of the sum of the regular and gradual tax adjustment.
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Withholding tax @
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Taxable dividends, as defined in Section 1082.02 of the IRCNPR (previously Section 1501 of the 1994
PRIRC), are subject to withholding tax at the rate of 10% as provided by Sections 1062.08 and 1062.11 of
the IRCNPR (previously Sections 1147 and 1150 of the 1994 PRIRC) related to income tax withholding at

source on payments to non-resident persons. Treaty relief is not available.

4 Treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder
Foreign REITs cannot qualify for No specific tax privilege for No specific tax privilege for individual
REIT status. US REIT may qualify corporate shareholders of shareholders of foreign REITs
as a tax-exempt organisation foreign REITs
Foreign REIT

A foreign REIT will not qualify as a REIT in Puerto Rico since the entity must be created or organised
under the laws of Puerto Rico. However, an entity organised or created under the laws of any state of

the United States of America qualifying during the taxable year as a real estate investment trust under
the United States Internal Revenue Code of 1986, as amended, may qualify as a tax-exempt organisation
in Puerto Rico to the extent that certain investment requirements are met. This exemption may be
extended to related persons of the US REIT. As a tax-exempt organisation, the foreign REIT must request
a determination from the Secretary to approve the exemption."

Corporate shareholder

No specific tax privilege. Distributions from a foreign REIT to a Puerto Rican corporate shareholder will be
subject to tax as any other income at the regular rates.

Individual shareholder

No specific tax privilege. Distributions from a foreign REIT to a Puerto Rican individual shareholder will
generally be subject to tax as any other income at the reqular rates.
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General introduction

Fund name Enacted year Citation REIT type

US-REIT 1960 Internal Revenue Code Corporate type

The US Congress created the Real Estate Investment Trust (US-REIT) in 1960 to make large-scale,
income-producing real estate investments accessible to smaller investors. Congress reasoned that the
average investor should be able to invest in large-scale commercial properties just as if it were any other
kind of investment, that is, through the purchase of equity. Similar to shareholders benefiting from the
ownership of stocks in other corporations, the stockholders of a REIT also receive economic benefits from
the production of income through commercial real estate ownership. REITs offer distinct advantages for
investors. Firstly, greater diversification is achieved by investing in a portfolio of properties rather than
justin asingle property. Secondly, the managerial activities are performed by experienced real estate
professionals. Also, in order not to be subject to a corporate-level tax, REITs are required to distribute
almost all of their taxable income to shareholders, who benefit from this stream of cash distributions.

Sector summary*

Number of Number in EPRA Sector Mkt Cap % of Global

Listing Country

REITs REIT Index (EUR m) REIT Index

United States 165 99 1,142,214.83 70.75%

Top five REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global
(EUR m) (EUR) % REIT Index
Welltower Inc. 85,642.95 37.02% 2% 6.33%
Prologis 83,097.14 -11.73% 4% 6.13%
Equinix Inc 66,287.92 -2.24% 2% 4.89%
Digital Realty Trust 50,010.99 7.56% 3% 3.70%
Simon Property Group 44,680.48 1.39% 5% 3.27%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

The US REIT regime, which is governed by tax laws, has been modified on several occasions since its
inception, most recently in the 2025 tax reform legislation known as ‘One Big Beautiful Bill Act’ (OBBBA).
The essential rules for the US REIT can be found in sections 856 and 857 of the Internal Revenue Code.
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2 Requirements ©
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2.1 Formalities/procedure

Key requirements

Entities must file Form 1120-REIT with the Internal Revenue Service

To elect REIT status in the US, a company must file a special tax return (Form 1120-REIT) for the year
in which the company wishes to become a REIT. There is no requirement to request prior approval or
to submit a prior notification of regime election. Furthermore, the REIT must annually send letters of
record to its shareholders requesting the details of the beneficial share ownership. Modest monetary
penalties may be imposed on a REIT that fails to send these letters unless it is shown that failure is due
to reasonable cause and not willful neglect.

2.2 Legal form/minimum share capital

Legal form Minimum share capital

Any legal US entity taxable as a domestic corporation No

Legal form

A US REIT can have the form of any legal US entity (corporation, partnership, business trust, limited
liability company, etc.), which is taxable as a domestic corporation. This status can be achieved by a ‘check
the box’ election with the IRS. As a result, the entity would be treated as a corporation for tax purposes.
However, the company cannot qualify for this option if it is a financial institution such as a bank or an
insurance company.

Further requirements are that the REIT has to be managed by one or more trustees or directors and that
the shares of a US REIT must be transferable.

A taxable REIT subsidiary (see section 2.4) is permitted to be located or organised abroad.

Minimum share capital

There is no minimum share capital requirement for a REIT.

2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Atleast 100 shareholders
- Five or fewer individuals or foundations may not hold more than 50% of the shares No
- Norestriction on foreign shareholders
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Shareholder requirements

REIT shares must be transferable. Beginning with the REIT’s second taxable year, the REIT is required to
have a minimum of 100 shareholders. Also, no more than 50% of its shares may be held by five or fewer
individuals or private foundations during the last half of the taxable year. A number of ‘look through’ rules
can determine whether the latter criterion is met.

Various stock classifications (i.e., different classes of shares such as common stock and preferred stock)
are allowed. However, all shareholders within the same class of stock must be treated equally. Otherwise,
dividends from such classes of stock would no longer be considered eligible for the dividends paid
deduction. Effective January 1, 2015, these so-called ‘preferential dividend’ rules for all ‘publicly offered’
REITs (REITs whose securities are registered with the SEC) were repealed. The Internal Revenue Service
has issued two taxpayer-specific rulings in which it concluded that subsidiary REITs of publicly offered
REITs were not subject to the ‘preferential dividend’ rule. However, they have not issued precedential
guidance to this effect.

There is no restriction on foreign shareholders other than possible ‘FIRPTA’ consequences, under which
foreign shareholders are treated as doing business in the US unless certain exceptions apply.

Listing requirements

Listing is not mandatory to obtain REIT status. A private REIT is allowed.

Asset level/activity test

Restrictions on activities/investments

- Atleast 75% of its assets must be real estate, government securities or cash

- 75% asset test and 75% and 95% income tests

- Cannot own more than 10% of another corporation’s stock other than in another REIT or a taxable REIT
subsidiary (ownership of a 100% owned ‘qualified REIT’ subsidiary is ignored)

- No more than 5% of the value of its assets can be represented by securities of any one issuer other than another
REIT or a taxable REIT subsidiary (ownership of a 100% owned ‘qualified REIT’ subsidiary is ignored)

- Cannot own more than 20% (25% for years beginning after Dec. 31, 2025) of its assets in securities of one or
more taxable REIT subsidiaries

Quarterly, at least 75% of a REIT’s assets must be comprised of real estate (including mortgages),
government securities or cash items (including money market funds). In 2016, the IRS issued final
reqgulations concerning the definition of real estate. In general, these requlations provide that land,
inherently permanent structures and structural components are real estate for the purposes of this 75%
asset test rule. In addition, they provide a set of per se examples of assets that are considered real estate,
and they set forth a facts and circumstances test as well as a set of examples for assets that are not per se
real property.

In particular, parking facilities, bridges, tunnels, roadbeds, railroad tracks, transmission lines, pipelines,
and fences are considered inherently permanent structures that are real estate; and wiring, plumbing
systems, central heating and air conditioning systems, elevators or escalators, walls, floors, ceilings,
permanent coverings of walls, floors and ceilings, windows, doors, insulation, chimneys, fire suppression
systems (e.q. sprinkler systems and fire alarms), fire escapes, central refrigeration systems, integrated
security systems, and humidity control systems would be considered structural components that are real
property.

At least 75% of the REIT’s gross income annually must be derived from real estate property rental, from
interest on mortgages on real estate property, or from other real estate-related sources. Furthermore, at
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2.5

2.6

least 95% of the gross income must come from a combination of real estate-related sources and passive
sources, such as dividends and interest. No more than 5% of a REIT’s income may come from non-
qualifying sources.

At the end of each quarter, the REIT may not have securities of taxable REIT subsidiaries (TRSs) that
represent more than 20% (25% for years beginning after Dec. 31, 2025) of the REIT’s total asset value.
Further restrictions apply. As part of renting real estate, a REIT may provide all kinds of tenant services
customarily expected in the real estate rental business. Services are broad and extensive, e.g., providing
utilities (sub-metering), security services, cleaning services in common areas, internet and cable TV, etc.

A US REIT may own, operate, manage and develop real estate for its own portfolio. If it develops real
estate for third parties, the resulting income is disqualified and must fit under the 5% ‘bad income’
allowance. US REITs may develop real estate for third parties or trade real estate through their TRSs.

A REIT is allowed to invest in non-US real estate assets, which are considered real estate under the 75%
asset test.

A REIT’s ownership interests in a partnership are ignored. Instead, the REIT is considered an owner of the
partnership’s assets and income to the extent of the REIT’s capital interest in the partnership. Also, the
ownership of one REIT by another REIT is considered ownership of the real estate, i.e., a good asset. If
the REIT is a shareholder of a company other than another REIT or a TRS, then the REIT cannot own more
than 10% of the shares. Further, the REIT may have no more than 5% of its total assets represented by
securities of any one issuer other than another REIT or a TRS.

Leverage

Leverage

No legal restrictions

There are no statutory or requlatory leverage limits for US REITs. However, for taxable years beginning
after Dec. 31,2024, the 2025 OBBBA limits the deductibility of business interest to 30% of a taxpayer’s
tax version of earnings before interest, taxes, depreciation and amortization” (EBITDA). A taxpayer
conducting a real estate trade or business may elect out of these limits, but then it must use longer cost
recovery periods for its depreciable real estate assets.

Profit distribution obligations

Operative income Capital gains Timing

At least 90% of its taxable ordinary income Not required to distribute Annually

Operative income

US law requires the REIT to annually distribute at least 90% of its ordinary taxable income in the form of
dividends. If a REIT declares a dividend in the last quarter of the year, but pays it by the end of January,
the dividend distribution is treated as if it had occurred the previous December. These ‘relationship
back’ rules apply if the REIT makes the actual distribution the following year. However, a 4% excise tax is
imposed if the REIT fails to distribute at least 85% of its income within the year the income is generated.

Capital gains

US REITs are not required to distribute capital gains. Capital gains not distributed are subject to corporate

BACK

TOP
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income tax (lowered to 21% after 2017), but then, at the REIT’s election, the shareholders get an increased @

tax basis for their pro-rata share of the tax as well as a tax credit for the taxes paid by the REIT. BACK
TOP

2.7 Sanctions

Penalties/loss of status rules

- Various penalties
- Possible loss of REIT status

Various penalties may occur. If insufficient income was distributed, the REIT might compensate with
taxable deficiency dividends. If the REIT fails a de minimus amount of the asset test, it must fix the failure
within six months of discovery. If the REIT fails the asset test by more than a de minimus amount, the
REIT must pay corporate taxes on all income from non-qualified assets. In this case, it must also show
reasonable cause for the failure. A USD 50,000 penalty is imposed for failures other than asset test
failures. A reasonable cause must also be proven in such cases. If there is no reasonable cause, then the
REIT may technically lose its REIT status. Usually, however, the IRS will consider a closing agreement for
some lesser amount.

If the REIT fails either the 75% or 95% gross income tests, it is subject to a penalty essentially equal to
100% of the amount by which it failed the respective tests, less allocable deductions.

After the loss of REIT status, the entity must observe a five-year waiting period before it can re-apply. The
government may waive this penalty, depending on the reasonable cause.

A USD 50,000 penalty is imposed if the REIT shareholder limitations are disregarded.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

L L - No refund of foreign withholding tax
Tax-exempt to extent distributed = Tax-exempt to extent distributed ) )
- It can use aforeign tax as a deduction

Current income

Distributed dividends are deducted in calculating a REIT’s taxable income. Retained income is subject to
ordinary corporate income tax, but tax depreciation deductions are made in calculating taxable income.
Dividends from ordinary income are generally taxed to shareholders as ordinary dividends, less a 20%
deduction under section 199A for non-corporate shareholders. Section 199A originally was set to expire
at the end of 2025, but the 2025 OBBBA extended it permanently. The profits of a taxable subsidiary are
subject to corporate income tax.

A REIT that acts as a dealer, as contrasted with an investor, is subject to a 100% excise tax on the profit
from dealer sales. There is a safe harbour under which a REIT can be certain it will not be subject to the
100% excise tax if it complies with multiple objective tests.
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3.2

3.3

Non-arm’s length transactions conducted with a taxable REIT subsidiary (as well as non-arm’s length
transactions between a TRS and a REIT’s tenants) are taxed at a 100% rate.

Capital gains

Retained capital gains are subject to corporate income tax.

Withholding tax

A US REIT is not entitled to obtain a refund for its foreign withholding tax credit. The credit applies to its
foreign source income. However, it can use a foreign tax as a deduction.

Other taxes

State income tax regimes virtually always follow the federal income tax rules. However, a number of states
and localities impose tax based on metrics other than income.

Accounting rules

US GAAP rules apply. A public US REIT (a REIT whose securities are registered with the SEC) and its
subsidiaries must file a consolidated financial statement.

Transition requlations

Conversion into REIT status

- ‘Built-in gains’ are taxable
- Exemption is possible if assets are held for five years

By the end of the REIT’s first taxable year, the REIT must distribute all the earnings and profits for years
before it becomes a REIT. Also, the REIT must pay a corporate tax on ‘built-in gains’ (the value of its assets
at the time of REIT conversion minus the assets’ tax basis). The taxes may only be excused if the REIT does
not sell or exchange those assets in a taxable transaction for five years. ‘Like-kind’ exchanges in which no
built-in gain is recognised are permitted.

Many REITs use a UPREIT structure, which means ‘Umbrella Partnership REIT’. Under this structure, the
REIT’s sole asset is its interest in a partnership called the ‘Operating Partnership’ (OP). The REIT almost
always has the general partner interest and typically owns more than half of the partnership interests.
Property owners transfer either their assets or partnership interests to the OP in exchange for limited
partnership interests (LP units). As with any other transfer to a partnership, the contribution of these
assets or other partnership interests typically is a tax-deferred transaction in which gain is not realised

until the transferor’s debt obligations shift or the transferor disposes of the partnership interest in a taxable
transaction.

Usually, after a year, the OP limited partners may exchange their OP units either to the REIT or the OP
(depending on the particular transaction) and then the REIT or the OP, as the case may be, has the option
of either transferring to the LP unitholder REIT stock on a one-for-one basis with each unit the LP unit
owner exchanges or cash equal to the fair market value of such stock. The exchange of the LP units for
REIT stock or cash is a taxable transaction.

Registration duties

Registration duties

Transfer tax

BACK

TOP
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®

Real estate acquisition is usually subject to transfer taxes in most states. BACK

TOP

4 Tax treatment at the shareholder level

4.1 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Income, capital gains and return of - Capital gain dividends are taxed at the N/A

capital distributions (to the extentin maximum 23.8% rate

excess of tax basis) are taxed at a rate

- Return of capital is tax-deferred

- Individual shareholders receive a 20% deduction
on ordinary REIT dividends

of 21%

Corporate shareholder

US corporations pay the same 21% rate on REIT capital gains and REIT ordinary income distributions. REIT
dividends paid to corporate shareholders do not qualify for the typical dividends received deductions that
is available to corporate shareholders of non-REIT corporations. The return of capital distribution reduces
the shareholder’s tax basis in its shares of the REIT.

Individual shareholder

Anindividual US shareholder is subject to an income tax of up to 37%. An additional 3.8% surtax on
investment income for taxpayers with adjusted gross income in excess of USD 200,000 (USD 250,000 for
taxpayers who file a tax return as a married couple) is also applicable.

REIT ordinary dividends qualify for the lower 20% rate on ‘qualified dividend income’ (plus the 3.8%
surtax, if applicable) only if they are paid out of income that has already been subject to corporate taxes,
e.g., dividends attributable to distributions from a taxable REIT subsidiary. Through 2025, REIT dividends
that are neither ‘qualified dividend income’ nor capital gain dividends are termed ‘qualified REIT dividends’
and receive a 20% deduction from taxable income. Therefore, the top marginal rate (including the 3.8%
surtax) on dividends other than ‘qualified dividend incomes’ is 33.4%.

Shareholders are taxed on capital gain distributions from assets the REIT held for at least one year
at a 23.8% rate (including the 3.8% surtax). However, if the gain is attributable to the recapture of
depreciation, the tax burden is 28.8%, including the surtax.

Return of capital distributions reduce the shareholder’s tax basis and are therefore tax-deferred. To the
extent a return of capital distribution exceeds tax basis, it is treated as a sale of the stock, and the gain is
taxable at the 23.8% maximum rate (including the 3.8% surtax). (The return of capital rules for a REIT are
the same as for non-REIT corporations).

Withholding tax

No withholding tax is levied on distributions to US shareholders.
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4.2 Foreign shareholders @

B?SK
TOP

Corporate shareholders Individual shareholders Withholding tax

- 30% onincome dividends - 30% on income dividends Tax treaty relief

- 21% on capital gain dividends - 21% on capital gain dividends available

- 15% on return of capital in excess of tax - 15% on return of capital in excess of tax

basis in certain cases basis in certain cases

Corporate shareholders

Final withholding tax.

Individual shareholders

Final withholding tax.

Withholding tax

A withholding tax of 30% is levied on ordinary income dividends. This rate may be reduced by a double tax
treaty. The US usually imposes a 15% tax on dividends paid by REITs in countries with which the US has a
valid double tax treaty. The rate returns to 30% in most treaties for foreign shareholders who own more
than 10% of a REIT. Non-US pension funds and certain governmental entities such as sovereign wealth
funds might benefit from a tax exemption.

Capital gain dividends attributable to the sale of US real property are subject to the Foreign Investment
in Real Property Tax Act (FIRPTA). According to FIRPTA, foreign shareholders are treated as if they were
US taxpayers. Unless the shareholder owns 10% or less of a listed REIT, the capital gain dividends to
corporate shareholders are subject to a 21% (plus branch profits tax) withholding tax. If the shareholder
does own 10% or less of the REIT shares or is a “qualified foreign pension fund” (QFPF), then the
treatment of capital gain dividends is similar to the treatment of ordinary dividends. Legislation enacted
on December 18, 2015, exempts certain non-US pension plans QFPF from FIRPTA.

A return of capital distribution in excess of tax basis is subject to a 15% withholding tax unless the REIT is
“domestically controlled”, the shareholder owns 10% or less of a listed REIT, or the shareholder is a QFPF. If a
withholding certificate is obtained, 0%.

The sale of stock of a listed US REIT (if the non-US shareholder owns 10% or less of the REIT) or of any
domestically controlled REIT is not subject to FIRPTA or any US tax.

5 Treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder

Generally,a 30% - Dividend distributions are taxed at a - Dividends are generally taxed at the

withholding tax rate of 21% maximum rate of 23.8% if the foreign
- Return of capital is tax-deferred REITis nota*PFIC’

- Return of capital is tax-deferred

Foreign REIT

Unless the foreign REIT elects to be taxed on a net basis or is actively operating rental property so that
it is considered to be doing engaged in a trade or business in the US, there is a 30% withholding tax on
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gross rental income from US sources. Most non-US investors filing as a US business heavily leverage to @
reduce US taxable income. If the foreign REIT is considered to be engaged directly in a trade or business BACK
in the US, it may also face a branch profits tax of 30% (unless lowered or eliminated by treaty) on amounts Top

deemed repatriated outside the US.

Corporate shareholder

US corporate shareholders generally are taxable at a 21% rate on distributions from foreign REITs. The
return of capital distribution reduces the shareholder’s tax basis in its shares of the REIT. Furthermore,
there is no credit available to US corporate shareholders for US withholding taxes paid by the foreign REIT
with respect to US source income. Generally, these dividends are not eligible for the dividends received
deduction applicable to dividends from US corporations.

Finally, if the foreign REIT is considered a ‘passive foreign investment company (PFIC), which may be the
case if the rental income of the foreign REIT is not attributable to the activities of its own employees, a US
shareholder either is subject to tax and substantial interest charges upon receipt of a distribution from
the PFIC (or disposition of the PFIC stock) or may elect instead to be taxed on the PFIC investment on a
current basis using an earnings flow-through approach or a mark-to-market approach.

Individual shareholder

Anindividual US shareholder is generally subject to an income tax at the maximum rate of 23.8% (including
the 3.8% surtax noted above) on dividends distributed by a foreign REIT if the foreign REIT is both eligible
for treaty benefits under a US tax treaty and is not a PFIC, as described above (although the maximum
withholding tax rate for portfolio investors with respect to REIT dividends under most treaties is 15%).
Return of capital distributions reduce the shareholder’s tax basis and are therefore tax-deferred. To the
extent a return of capital distribution exceeds tax basis, it is treated as a sale of the stock, and the gain

is taxable at the maximum rate of 23.8% (including the 3.8% surtax). The return of capital rules for a

REIT is the same as for non-REIT corporations. Furthermore, there is no credit available to a US individual
shareholder for US withholding taxes paid by the foreign REIT with respect to US source income.

If the foreign REIT is considered a PFIC, which may be the case if the rental income of the foreign REIT is not
attributable to the activities of its own employees, an individual US shareholder is either subject to tax at
rates of up to 40.8% (including the 3.8% surtax noted above) and substantial interest charges upon receipt
of a distribution from the PFIC (or disposition of the PFIC stock) or may elect instead to be taxed on the PFIC
investment on a current basis using an earnings flow-through approach or a mark-to-market approach.
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1 General introduction @
TTOOP
Fund name Enacted year Citation REIT type
- Unit Trust (esp. listed 1985 - (Public) Unit Trust and Equity Law Trust type
Property Trust) - ‘Trust Income’, Division 6, ITAA 1936
- Public Trading Trust - ‘Public Trading Trusts’ Regime, Division 6C,
ITAA1936

- ‘Managed investment trust’, Subdivision 12-H
of Schedule 1 of the Tax Administration Act
1953, Division 275, ITAA1997

- ‘Attribution managed investment trust’,
Division 276, ITAA 1997

- ‘Collective Co-operate Investment Vehicle’,
Subdivision 195-C, ITAA 1997

Fixed trusts have traditionally been the preferred vehicle for holding real estate investments in Australia.
They are typically set up as a listed (public) or unlisted fixed unit trust (i.e. investors subscribe for units).
Unit trusts are generally treated as transparent for Australian tax purposes. One of the key tax benefits
arising for the investor from a trust structure is that distributions from the trust retain their tax attributes
(flow-through entity), making an investment via a fixed trust generally comparable in most respects to a
direct interest in the real estate. Unit trusts stapled to company structures are common in Australia.

Unit trusts are legally established under a Trust Deed pursuant to the general principles of the law of equity.
Trusts do not have separate legal personalities. Certain trusts with pooled investments from a group of
investors may also qualify as Managed Investment Schemes regulated under the Corporations Law.

A unit trust generally qualifies for the flow-through tax treatment, and the flow-through treatment is not
limited to resident trusts.

However, a trust which is treated as a public unit trust (e.qg., units offered to the public, listed or at least 50
investors, and certain exempt entities) does not qualify for flow-through treatment if it is carrying on, or
controls, ineligible trading activities (as defined).

The term property trust used with respect to Australia in the remainder of this survey is a reference to
such a fixed unit trust unless otherwise specified.

Division 6 of the ITAA 1936 (Trust Income rules) sets out the taxation of income derived by a trust (that
is not an attribution managed investment trust (AMIT)), whilst Division 6C of the ITAA 1936 (Public
Trading Trust Regime) assesses some trusts effectively as companies, and Divisions 275 and 276 of

the Income Tax Assessment Act 1997 (ITAA1997) requlates the taxation of Managed Investment Trusts
(MIT) and AMITs respectively. Distributions to non-Australian investors from a unit trust that is qualified
as a withholding managed investment trust (withholding MIT), including an AMIT, are taxed under the
withholding tax rules contained in Subdivision 12-H of Schedule 1 of the Tax Administration Act 1953.

The application of certain tax law provisions for trusts (such as loss rules and scrip-for-scrip CGT rollover)
varies depending upon whether a trust is classified as a fixed trust or a discretionary trust. Subsequent to
the Full Federal Court judgment in Colonial First State Investments Ltd v Commissioner of Taxation, there
is uncertainty around the ability of a trust (and a unit trust in particular) that is not an AMIT to qualify

as a fixed trust for Australian tax purposes without seeking confirmation from the Australian Taxation
Office (ATO). Under current Australian tax law, where a trust does not meet the legislative definition of

a fixed trust, the Commissioner can exercise his own discretion to treat that trust as a fixed trust. Given
the large number of tax provisions that rely on the concept of a fixed trust and the wide-ranging impacts
on business, it has been long-standing industry practice (that applied before this decision) for most unit
trusts (including property trusts) to be treated as if they qualify as a fixed trust (without seeking written
confirmation from the ATO). This judgment highlights the weaknesses in the existing law that have been
inherent since the concept of fixed trust was first introduced, and the need for trust law reform.
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The Practical Compliance Guideline PCG 2016/16 outlines the factors the Commissioner will consider @
when deciding whether to exercise the discretion to treat an interest in the income or capital of a trust BACK
as being a fixed entitlement. The PCG includes a proposed safe harbour compliance approach that also Top
allows certain trusts to allow themselves to be treated as though the Commissioner had exercised the

discretion to treat a trust as a fixed trust. Further, under the AMIT regime, an AMIT is provided fixed trust

treatment subject to certain conditions being satisfied.

From July 1,2022, the corporate collective investment vehicle (CCIV) regime became effective. CCIV is
a type of company limited by shares that can be used as an umbrella vehicle for funds management. It is
comprised of one or more sub-funds operated by its single corporate director.

The deeming principle, under subdivision 195-C, deems a trust relationship to exist between a CCIV, the
business assets and liabilities referable to a subfund, and the relevant class of members. As a result of
this deeming principle, the tax provisions apply to the CCIV as trustee of the CCIV sub-fund trust and its
shareholders as beneficiaries of the trust.

Where a CCIV subfund trust meets the AMIT eligibility criteria, it will be taxed as an AMIT under the
attribution. However, if the CCIV sub-fund fails to meet the AMIT eligibility criteria, the CCIV sub-fund
trust will be taxed in accordance with general trust provisions under Division 6.

The objective of the CCIV regime is that the general tax treatment of CCIVs and their members aligns with
the existing tax treatment of AMITs and their members. The investors in CCIVs will generally be taxed as if
they had invested directly in the underlying assets.

This is consistent with the current outcomes for AMITs and their members.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country AILLISLACIFRELES REIT Index (EUR m) REIT Index

Australia 38 25 11,570.79 6.87%

Top five REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global
(EUR m) (EUR) % REIT Index
Goodman Group 38,827.26 -10.84% 1% 2.80%
Scentre Group 10,352.30 7.53% 5% 0.76%
Stockland 7,007.75 20.96% 5% 0.52%
Vicinity Centers 6,291.56 26.43% 5% 0.39%
GPT Group 5,176.14 14.26% 5% 0.38%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2 Requirements @

TO
TOP

2.1 Formalities/procedure

Key requirements

- No special legal or reqgulatory requirements

- Certain requirements to benefit from withholding tax concessions and capital account election measures
under the MIT rules

A trust is established pursuant to a Trust Deed, which sets out the terms of the trust.

No special legal or reqgulatory requirements need to be satisfied in order for a property trust to be
established. Property trusts whose units are offered to the public may be subject to requlatory
requirements such as the Managed Investment Scheme rules under the Australian Corporations Law,
which includes that the trust must be managed by a corporate trustee/responsible entity/fund manager.
However, these requirements do not impact the tax treatment of the trust as a flow-through entity.

MIT requirement

Certain withholding tax concessions apply to distributions to non-Australian investors from a withholding
MIT (refer to Section 4.2).

Under the MIT definition, the broad requirements to be satisfied for a trust to qualify as an MIT include:

e It must have arelevant connection to Australia (i.e., Australian managed and controlled or have an
Australian resident trustee);

e It must be a Managed Investment Scheme (MIS) within the meaning of the Corporations Act 2001 that
is either:

- Aregistered MIS under the Corporations Act 2001 (registered MIS); or

- Anunregistered MIS that satisfies a wholesale test (wholesale trust) as well as certain licensing
requirements.

e Itisnotatrading trust (i.e., the trust must not carry on, or control another entity that carries on, a
trading business as defined);

e |t satisfies the relevant widely-held requirement (refer below); and

e Itisnotclosely held (that is, a 75% or greater interest is not held by 20 or fewer persons (retail trust) and
ten or fewer persons (wholesale trust), excluding interests held by specified eligible widely-held investors
and a foreign individual cannot hold an interest of 10% or more directly or indirectly in the trust).

The widely-held requirement test is complex. The test will be easier to satisfy where ownership interests
(even up to 100%) are held by eligible widely-held investors, which include:

« Domestic and foreign life insurance companies;
e Complying superannuation funds with at least 50 members;

e Foreign superannuation funds (indefinitely continuing provident, benefit, retirement, or
superannuation funds that are established outside Australia, managed and controlled outside Australia,
and have a majority of non-Australian resident members) with at least 50 members;
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Pooled superannuation trusts that have at least one member that is a complying super fund that has at @

least 50 members; BACK

TOP
Other managed investment trusts;

Foreign collective investment vehicles which have at least 50 members and are recognised under
foreign law as being used for collective investment, where member contributions are pooled together
and members do not have day-to-day control over the operation of the entity;

Certain tax-exempt foreign government pension funds (or their wholly-owned subsidiaries);
Certain sovereign wealth funds;

Entity wholly owned by an Australian government agency;

An entity of a kind listed in specified regulations;

Limited partnerships, if at least 95% of its membership interests are directly or indirectly held by
qualifying investors and the remaining membership interests are beneficially owned by a general
partner that manages the limited partnership; and

A directly or indirectly wholly-owned subsidiary of a qualifying investor.

Furthermore, MITs are separated into one of three classes. Each of these classes is required to fulfil the
MIT requirements above, noting the following exceptions:

Capital election MIT - A trust can make an election to treat certain assets as being held on the capital
account if it is able to satisfy the above requirements. Where the substantial proportion of investment
management activities carried out in Australia with respect to the trust’s Australian assets requirement
is not satisfied, the trust will be unable to access the MIT withholding tax regime;

Withholding MIT - A MIT that will also meet the requirements to have a substantial proportion of
investment management activities carried out in Australia for the trust’s Australian assets and can
access the concessionary MIT withholding tax rates. Further, a withholding MIT will only be subject
to the attribution rules where it meets the AMIT requirements and makes an election to apply the
rules. At present, there is little guidance on what a substantial proportion of investment activities
in Australia means; however, at a minimum, we would expect an Australian investment manager to
be actively engaged in the management of the Australian assets, such as identification and review
of investments, due diligence as well as responsibility for undertaking the analysis for investment
decisions being considered;

AMIT - In addition to meeting the MIT eligibility requirement to be an AMIT, AMIT’s members must have
clearly defined interests, and the trust must make an irrevocable election to be an AMIT. Should these
requirements be satisfied, an AMIT will be able to access the attribution regime as discussed below.

There are limits on the availability of the MIT 15% withholding tax concession. Broadly, the 15%
withholding tax rate will not apply to non-concessional MIT income. Non-concessional MIT income is
amounts attributable to income from certain cross-staple arrangements, income from underlying trading
trusts, income from an asset that is agricultural land for rent, or income from certain residential housing
investments. Under these measures, non-concessional MIT income would be subject to withholding

at the top corporate tax rate (currently 30%). However, there is transitional relief that is available for
certain existing arrangements. This is discussed in more detail below. The 15% rate is only available for
distributions made to countries with which Australia has an Exchange of Information (EOI) Agreement.

2.2 Legal form/minimum initial capital

Legal form Minimum initial capital

Unit trust AUD 1
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2.3

24

Legal form

A unit trust is not a separate legal entity. It is established under a Trust Deed by which a party (i.e., the
trustee) holds the property for the benefit of another party (i.e., the beneficiary). The terms of the Trust
Deed determine how the unit trust will be operated and managed.

Minimum initial capital

Apart from the requirement that there must be at least a nominal corpus of the trust estate, there is no
minimum initial capital required.

Unitholder requirements/listing requirements

Unitholder requirements Listing mandatory

No requirements No

Unitholder requirements

No requirements exist with respect to the profile of the investor.

Listing requirements

Listing is not mandatory in Australia to obtain flow-through status. However, large property trusts (known
as listed managed investment trusts or A-REITs) are typically listed in Australia for commercial purposes.
It is also easier to qualify as an MIT if the trust is listed on the Australian Securities Exchange.

A number of requirements must be met in order to be listed on the Australian Securities Exchange,
including, among others, minimum net tangible assets or profit requirements and minimum unit-holders
numbers and parcel value requirements.

Asset levels/activity test

Restrictions on activities/investments

- Public unit trusts and MITs investing in land must do so for the purpose, or primarily for the purpose, of deriving
rent (eligible investment business)

- Public unit trusts that carry on a trading business (i.e., a business that does not wholly consist of eligible
investment business) are not accorded flow-through treatment, and unit trusts that carry on a trading business
will not qualify as an MIT

- May investin asingle property

There are no restrictions on the type of activities that can be undertaken by a property trust unless the
trust qualifies as a public unit trust (broadly, unit trusts that are listed have at least 50 unitholders, units
offered to the public, or 20% of the units are held by certain exempt entities) or wishes to qualify as

an MIT or AMIT. Unit trusts, other than public unit trusts and MITs, can engage in trading activities, for
example, managing and developing real estate, without losing the benefits of flow-through treatment.

Public unit trusts, MITs, and AMITs must only carry on an eligible investment business in order to be
eligible for flow-through treatment. Eligible investment business covers investing in land for the purpose
(or primarily for the purpose) of deriving rent (except for profit-based rentals derived from land) and/or

®

BACK
TO
TOP
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®

investing or trading in various financial instruments, including units in unit trusts, shares in companies BACK
(including foreign hybrid companies), loans and derivatives. The definition of land has included fixtures o
on the land and certain movable property (e.g., chattels) customarily supplied, being a property that is

incidental and relevant to the renting of the land and ancillary to the ownership and utilisation of the land.

Ineligible activities are regarded as trading activities.

A safe-harbour rule operates to broadly allow a trust to derive up to 25% of its income from investments
in land (excluding capital gains from asset realisation) in the form of trading income (i.e. not rent) so long
asitisincidental and relevant to the eligible investment business being the leasing of land and does not
constitute a separate business. Further, none of the rental income should be excluded from rent, i.e., rent
intended to transfer all or substantially all of the profits from another person to the lessor.

Where a trust does not meet this safe-harbour test, it can assess whether it is investing in land for the
purpose or primarily for the purpose of deriving rent under the existing law. Furthermore, a 2% safe-
harbour allowance for non-eligible investment business income (at the whole of trust level) reduces the
scope for inadvertent minor breaches of the eligible investment business requirement. The trustee of a
unit trust is taken not to carry on a trading business in a year if no more than 2% of the gross revenue of
the unit trust is derived from a non-eligible investment business. The 2% must relate only to a trading
business that is relevant and incidental to the carrying on of an eligible investment business.

In summary, provided the public unit trust, MIT or AMIT carries on primarily (i.e., predominantly) eligible
passive land investment activities and non-eligible activities are incidental and relatively insignificant, the
public unit trust should retain the flow-through treatment for that income year, and/or the trust will retain
MIT status.

If the public unit trust carries on a trading business, it will be taxable as if it were a company (at the
company rate of 30%, unless it is considered as a base rate entity with a reduced corporate tax rate (25%
from income year 2021/22 and onwards)) and its unitholders were shareholders. Additionally, the trust
will lose the MIT and AMIT status.

A public unit trust may not control or have the ability to control directly or indirectly an entity that carries
out ineligible trading activities. As a consequence, it is common for Australian property trusts to form part
of a stapled security with a passive trust undertaking a range of activities relating to passive property
holdings (i.e. management, redevelopment, funds management etc.) and a stapled company or trading
trust actively participating in property development activities (and other active business activities). This
effectively allows the management function to be internalised.

A property trust may invest in a single real property asset and may develop property for the primary
purpose of deriving rent.

A property trust can hold property investments offshore. Property trusts can hold investment properties
indirectly through SPVs. However, the key benefits arising for an investor from a trust structure (i.e,,
where the benefits of direct ownership are replicated) may be lost where the interposed SPV does not
qualify for look-through tax treatment.

2.5 Leverage

Leverage

Unlimited, but the extent to which interest is deductible may be limited by the general thin capitalisation,
transfer pricing, and hybrid mismatch rules

There are no specific gearing limits for unit trust structures under Australian tax law. The general

thin capitalisation rules may apply, however, to effectively impose a gearing limit where the property
trustis controlled by non-resident unitholders, and/or if the property trust controls a foreign entity.
Exemptions from the thin capitalisation rules apply where total debt deductions (including associates’
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deductions) are AUD 2 million or less or where an Australian outbound investor that is not foreign @
controlled has average Australian assets (including its associates’ assets) that represent 90% or more BACK
of its average total assets (including its associates’ assets). Top

Subject to the thin capitalisation rules, a tax deduction should be available for interest expenses
incurred in connection with loans used to acquire the income-yielding property. Breaches of thin
capitalisation rules will result in a proportion of interest deductions being denied.

The thin capitalisation provisions prevent foreign investors from using multiple layers of flow-through
entities (i.e., trusts and partnerships), each issuing debt against the same underlying asset.

The thin capitalisation rules changed with effect from the first income year commencing on or after July 1,
2023. Broadly, three new tests have been introduced to determine the maximum allowable debt deduction:

e AFixed Ratio Test limits debt related deductions to 30% of tax earnings before interest, taxes,
depreciation and amortisation (EBITDA) (i.e. FRT), which is consistent with the OECD’s recommended
approach under BEPS Action 4 (Limiting Base Erosion Involving Interest Deductions and Other
Financial Payments Action 4 and 2016 update). Denied interest can be carried forward for up to 15
years, subject to an integrity rule and continuing to use the FRT for the whole period. Any excess
capacity can only be passed on to upstream Australian entities in limited circumstances, including the
upstream Australian investor to have an interest of 50% or more;

* Anewthird-party debt test (TPDT) replaces the existing arm’s length debt test. The TPDT only applies
to the debt of Australian resident borrowers from third-party lenders, and the lender must have
recourse only to the Australian assets of the borrower or other entities within the obligor group as
defined in the thin capitalisation rules. Also, the debt proceeds should only be used to fund Australian
business operations. There are additional rules around conduit financing arrangements that allow
TPDT to apply under limited circumstances if the considerations are met. There is also a requirement
that certain related entities within the obligor group of the borrower in relation to a debt must make
the TPDT election if the borrower makes the TPDT election;

e Athird test will allow an entity in a group to claim debt-related deductions up to the level of the
worldwide group’s net interest expense as a share of earnings. The carry forward of disallowed
deductions is not permitted.

There is no grandfathering or other form of transitional relief. Given the restricted application of the
TPDT to third-party debt only and the inability of it to generate income for certain classes of assets (e.qg.,
development projects), these measures are expected to alter the tax profile of real estate investments
going forward.

Debt deduction creation rules are also introduced that apply before the thin capitalisation rules are
applied and can disallow debt deductions to the extent they are incurred in relation to certain debt
creation schemes. Arrangements within these rules can include the following (subject to certain
exceptions):

e Related party debt used to fund the acquisition of a capital gains tax (CGT) asset or a legal or
equitable obligation from an associate, subject to certain exemptions; and

* Related party debt used to fund certain payments and distributions to associates; and

e Schemes that have a principal purpose of avoiding the application of the debt deduction creation
rules.

These rules apply to income years commencing on or after July 1, 2024, and can affect debt deductions
arising from both existing and new arrangements.

Australia has also implemented a version of the anti-hybrid rules developed by the OECD under Action
[tem 2 of the Base Erosion and Profit Shifting Action Plan, which goes further than the OECD’s proposal.
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2.6

2.7

The purpose of the anti-hybrid rules is to prevent multinational companies from gaining an unfair
competitive advantage by avoiding income tax or obtaining double tax benefits through hybrid mismatch
arrangements. Broadly, hybrid mismatch arrangements arise where an entity enters into a scheme to
exploit differences in the tax treatment of an entity or instrument under the laws of at least two tax
jurisdictions to defer or reduce income tax.

Profit distribution obligations

Operative income Capital gains Timing

Typical distribution of 100% of the To the extent included in the trust’s = Annually or semi-annually
trust’s income as defined in the income, any capital gains realised
trust’s constitution on the disposal of property,

including interests held in other

sub-trusts or other entities

There are no prescribed minimum distribution rules (except in relation to MITs). However, in order to
ensure that the trustee is not subject to tax on the property trust’s taxable income at the top marginal tax
rate (currently 45% + 2% Medicare levy (if applicable)), the unitholders must be presently entitled to all of
the trust’s trust law income at year-end. Property trusts, therefore, typically distribute their trust income
(including tax-deferred amounts) on at least an annual basis, and listed trusts generally distribute on a
quarterly or six-monthly basis.

MITs are required to distribute an amount at least equal to their taxable income within 3 months of year
end. To the extent that the MIT distributes less than its taxable income within that period, the trustee will
be taxed on that portion of the taxable income at the top marginal tax rate.

Under the AMIT regime, the present entitlement system of trust taxation is replaced by an attribution
system under which the trustee allocates all of the taxable income of the trust to the unitholders on a
fair and reasonable basis. The trustee will not be subject to tax on the trust’s taxable income (rather,

the unitholders will be assessed on the taxable income of the trust that is allocated by the trustee), and
clearly defined rules to carry forward the prior year’s under/over amounts. This attribution regime is only
available for eligible MITs that have made an irrevocable election to apply the attribution rules.

Sanctions/integrity provisions

Penalties/loss of status rules

- Asoutlined above, Public unit trusts that carry on a trading business (i.e., a business that does not wholly
consist of eligible investment business) are taxed as if they were a company and are not accorded flow-
through treatment

- In addition, MITs need to satisfy an arm’s length income rule; to the extent to which the income derived
exceeds an arm’s length amount, the trustee will be subject to 30% on the income derived in excess of an
arm’s length amount

A non-arm’s length income rule applies to all MITs (i.e., MITs and AMITs). Where an MIT or AMIT is
determined by the Commissioner to be in receipt of non-arm’s length income (e.q., interest), the trustee
will be liable to taxation at 30% on the excess income above the arm’s length amount. That is, the analysis
is only of the income received by an MIT rather than the expenses incurred.

Certain exceptions and a safe harbour exist to protect against this rule.
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Current income

Not taxable in the hands
of the trustee, provided
the unitholders are
presently entitled to the
trust’sincome at the
end of the income year;
otherwise, the trustee
is taxed at the highest
marginal rate (currently
45% +2% Medicare
levy (if applicable)).

3.1 Corporate tax/withholding tax

Capital gains

- Tax treatment of

capital gains is
similar to that of
ordinary income

- CGT discounts of

up to 50% may

be available for
Australian resident
unitholders;
however, the
discount will not

3 Tax treatment at the level of REIT

Withholding tax

MIT

®
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- Thereis no final withholding tax imposed on domestic

unitholders

- Final withholding tax at 15% on fund payments to non-
resident unitholders located in countries with which
Australia has an EOl Agreement. A further reduced
withholding tax rate of 10% for fund payments from a

‘clean building’ MIT
Non-MIT

- Thereis no final withholding tax imposed on domestic

Some additional apply to non- unitholders
requirements/changes resident unitholders = - Non-final withholding tax at 30% on taxable
noted above on capital gains distributions to foreign corporations

- Non-final withholding tax of up to 45% on taxable
distributions to foreign trusts and individuals

Current income and capital gains

Please refer to the above table for details.

As outlined above, under the attribution system, the taxable income of the AMIT will not be taxable in the
hands of the trustee provided that the trustee has allocated all of the taxable income of the trust to the
unitholders on a fair and reasonable basis. More detailed comments on the tax treatment of an AMIT have
been provided below.

Tax losses

Tax losses are quarantined in the trust and cannot be distributed to unitholders. They can be carried
forward to offset against future income and capital gains, subject to satisfying the trust loss recoupment
tests, the most important of which is a greater than 50% continuity of ownership test. A trust that does
not satisfy the requisite trust loss tests cannot offset those income losses in future years. There is no loss
carry-back. There is a similar business test, but this is only available to trusts that have been listed at all
times from the beginning of the loss year until the end of the year of recoupment.

Capital losses can only be offset against capital gains derived by the trust. The capital losses of trusts are
not subject to the tax loss rules and can be utilised post an acquisition, in most cases.

Withholding tax

An Australian resident property trust is generally not subject to any domestic withholding tax on income
earned in Australia, provided that the income is attributed to a beneficiary (for an AMIT) or a beneficiary is
made presently entitled to it (other trusts). This is discussed further in section 4 below.

Tax offsets for foreign withholding tax deducted from foreign income derived by the property trust will
attach to distributions of foreign income made by the trust to unitholders. The relevant portion of the
foreign tax offsets will be available for offset against tax on foreign income of the property trust if the
trustee is subject to tax on that amount, as discussed above.

The property trust may have certain withholding tax and other tax obligations in respect of the net income
distributed to unitholders. These are discussed in section 4 below.
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Accounting

Australian-listed property trusts are required to prepare accounts under Australian Accounting Standards
(AASB), which should generally be in line with IFRS.

Tax treatment of an AMIT

As noted above, the attribution regime replaces the existing Division 6 present entitlement provisions, and
each member is attributed a determined member component of assessable, exempt, and non-assessable,
non-exempt characters. The trustee will attribute those amounts to members on a fair and reasonable
basis, consistent with the trust documents, as if the members had derived, received, or made the amounts
in their own right.

Other features of the tax treatment of an AMIT include:

A formal introduction of an unders and overs system:

This system allows a trustee to carry forward errors in calculations of taxable income to the year that
the errors are discovered. Discovered unders and overs are included in the trust’s income components
in the discovery year;

Fixed review periods: income tax calculations for AMITs are subject to a four-year discovery period,
after which they are no longer subject to ATO review. No time limits apply to other trusts;

Cost base adjustments: members of AMITs are able to make an upward as well as downward cost
base adjustment in the units they hold (for both capital and revenue account holders), reflecting the
difference between the amount distributed and the taxable income applicable to the distribution;

Tax-deferred amounts not assessable: under the previous law, uncertainty existed in connection to
whether distributions of tax-deferred income to certain investors could be considered to be ordinary
income and taxable in the hands of the beneficiary. For AMITs, an amount of tax-deferred income
received by a member of an AMIT will be treated as non-assessable but may result in a tax cost-
based adjustment;

Fixed trust treatment: as noted above, AMITs are deemed to be fixed trusts for tax purposes;

Units capable of being treated as debt interests: certain debt-like interests in an AMIT are capable of
being treated as a debt interest, and distributions in relation to these instruments will be deductible to
the AMIT and assessable to the members as interest for the purpose of interest withholding tax;

Multiple classes of units: where an AMIT has multiple classes of members, it will be able to make an
irrevocable election to treat each class of units as a separate AMIT class. These AMITs would then be
able to issue different classes of units to investors seeking exposure to different categories of assets.

Transition requlations

Conversion into REIT status

N/A

3.2 Registration duties

Registration duties

No duty on capital contributions

There is no duty on capital contributions.
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4 Tax treatment at the unitholder level

4.1 Domestic unitholder

Corporate unitholder  Individual unitholder  Superannuation Fund  Withholding tax

- A30%taxontheshare - Taxatratesofupto - Tax attherateof15% on | - Thereis no final
of the trust’s worldwide 47% (including the the share of the trust’s withholding tax imposed
taxable income, Medicare levy) on the worldwide taxable - Withholding at 47%
including capital gains share of the trust’s income, including (inclusive of the
- Capital gains on the worldwide taxable capital gains. Medicare levy) is
disposal of units are income - A33% CGT discount required where an
taxed at 30% with no - A50% CGT discount may be available to Australian tax file or
CGT discount available may be available to superannuation funds business number is
resident individuals on certain capital gains not quoted
on capital gains distributed and on the
distributed and on disposal of units

the disposal of units

Corporate unitholder

A resident corporate unitholder is subject to tax on its share of the property trust’s worldwide taxable
income, including capital gains, at the current corporate tax rate of 30% unless it is considered as a base
rate entity with a reduced corporate tax rate (25% from income year 2021/22 and onwards).

Tax-deferred distributions, being distributions in excess of the property trust’s taxable income (e.g., an
amount representing plant and equipment depreciation), are generally only taxable to the extent that the
amount exceeds the cost base of the unitholder’s investment. The unitholder’s CGT cost base is otherwise
reduced by the tax-deferred amount, which effectively defers taxation until such time as the units are
disposed of. For certain investors, such as those who hold their investment on a revenue account, these
tax-deferred distributions may be assessable on receipt.

Capital/revenue gains realised on the disposal of units in the property trust are subject to tax at the
current corporate tax rate of 30%.

Individual unitholder

An individual unitholder is subject to tax at the prevailing tax rate of up to 47% (inclusive of the medicare
levy) on its share of the property trust’s worldwide taxable income. However, to the extent that the trust’s
taxable income is made up of capital gains, the domestic unitholder may be entitled to a 50% CGT discount.

Tax-deferred distributions, being distributions in excess of the property trust’s taxable income (e.g., an
amount representing plant and equipment depreciation), are generally only taxable to the extent that the
amount exceeds the cost base of the unitholder’s investment. The unitholder’s CGT cost base is otherwise
reduced by the tax-deferred amount, which effectively defers taxation (in the form of a higher capital gain)
until such time as the units are disposed of.

Capital gains realised on the disposal of units in the property trust may also be eligible for the 50% CGT
discount in the hands of the domestic unitholder. No discount is available for revenue gains. The trustee may
pay tax on behalf of a beneficiary in certain limited circumstances.

Australian superannuation fund

A qualifying Australian superannuation fund unitholder is subject to tax on its share of the property trust’s
worldwide taxable income, including capital gains, at the rate of 15%.
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Tax-deferred distributions are generally only taxable to the extent that the amount exceeds the cost base of the
unitholder’s investment. The unitholder’s CGT cost base is otherwise reduced by the tax-deferred amount, which
effectively defers taxation until such time as the units are disposed of. For certain investors, such as those who
hold their investment on a revenue account, these tax-deferred distributions may be assessable on receipt.

Capital gains realised on the disposal of units in the property trust may also be eligible for the 33% CGT
discount in the hands of the superannuation fund unitholder. No discount is available for revenue gains.

Withholding tax

Withholding from property trust distributions or from a present entitlement to trust income is required at
the rate of 47% (inclusive of the medicare levy) where an Australian tax file number (TFN) or Australian
business number (ABN) or other exception is not quoted to the property trust. Unitholders are entitled to
a tax credit for the amount withheld.

Foreign unitholder

Corporate unitholder Individual unitholder Withholding tax
Trust - Non-resident corporate - Non-resident individual unitholders are Dividends and
is not unitholders are subject subject to Australian tax on a progressive | interest paid to non-
an MIT to Australian tax at the scale, starting at 32.5% on their share resident unitholders
corporate tax rate of of the trust’s taxable income that is are subject to afinal
currently 30% (except attributable to sources within Australia withholding tax in
for certain eligible small - Non-resident trustee beneficiaries are accordance with
businesses) on their share subject to Australian tax at 45% on their domestic rules/treaty
of the trust’s taxable share of the trust’s taxable income that is |~ rules ondividends
income that is attributable attributable to sources within Australia orinterest

to sources within Australia ) .
- Capital gains on non-real property are

- Capital gains on non-real tax-exempt. Capital gains from real
property are tax-exempt property are taxed as above

Trustis - Capital gains on non-real property are tax-exempt

an MlT. - Dividends and interest distributed to non-resident unitholders are subject to a final withholding tax
(including in accordance with domestic rules/treaty rules on dividends or interest

AMIT) - Forother types of Australian source income, the rate of withholding tax depends on the country of
residence of the foreign investor

- For foreign investors resident in a country with which Australia has an effective exchange of

information (EQI) on tax matters, the income is subject to a final withholding tax for distributions
of 15% and a 10% withholding for distributions from Clean Building MITs (Withholding MITs and
AMITs only). Distributions of non-concessional MIT income are subject to a withholding tax of 30%

- Forforeigninvestors in a country with which Australia does not have an effective EOI, the income is
subject to a final withholding tax at the rate of 30%

1 The countries with which Australia has an effective EOl on tax matters that qualify for the lower MIT withholding rate are: Anguilla,
Antigua and Barbuda, Aruba, Argentina, Bahamas, Belgium, Belize, Bermuda, the British Virgin Islands, Canada, the Cayman Islands,
China, the Cook Islands, the Czech Republic, Denmark, Fiji, Finland, France, Germany, Gibraltar, Guernsey, Hungary, India, Indonesia,
Ireland, the Isle of Man, Italy, Japan, Jersey, Kiribati, the Republic of Korea, Macau, Malaysia, Malta, Mauritius, Mexico, Monaco, the
Netherlands, the Netherlands Antilles, New Zealand, Norway, Papua New Guinea, Poland, Romania, Russia, San Marino, Singapore,
Slovakia, South Africa, Spain, Sri Lanka, St Kitts & Nevis, St Vincent & the Grenadines, Sweden, Taipei, Thailand, Turks and Caicos
Islands, the United Kingdom, the United States of America, Vietnam, Albania, Andorra, Austria, Azerbaijan, Bahrain, Barbados, Brazil,
Bulgaria, Brunei, Cameroon, Chile, Colombia, Costa Rica, Croatia, Cyprus, Dominica, Estonia, the Faroe Islands, Georgia, Ghana, Greece,
Greenland, Grenada, Guatemala, Iceland, Israel, Kazakhstan, Latvia, Liberia, Liechtenstein, Lithuania, Luxembourg, the Marshall
Islands, Moldova, Montserrat, Nigeria, Niue, the Philippines, Portugal, Samoa, Saudi Arabia, Senegal, the Seychelles, Sint Maarten,
Slovenia, St Lucia, Switzerland, Tunisia, Turkey, Uganda, Ukraine, Uruguay, Vanuatu, Curacao, Lebanon, Nauru, Pakistan, Panama,
Peru, Qatar, United Arab Emirates, Dominican Republic, Ecuador, El Salvador, Hong Kong, Jamaica, Kuwait, Morocco, Republic of North
Macedonia, Serbia, Armenia, Cabo Verde, Kenya, Mongolia, Montenegro and Oman. This list is current as of July 1, 2025 (last update on
1January 2022).
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General position @
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In general, for non-resident beneficiaries that are presently entitled to the property trust’s trust income (or or
have been allocated a direct member component by an AMIT), the trustee will be required to deduct tax on
Australian-sourced income distributed, other than income which is subject to a final withholding tax (e.q.

interest/dividend and MIT withholding tax, as withholding tax is a final tax). This tax deducted is not a final tax.

Non-MITs

Tax is deducted in accordance with the type of unitholder - companies at 30%, individuals on a
progressive scale starting at 32.5%, and non-resident trustee beneficiaries at 45%. The unitholder

is entitled to lodge a tax return in respect of these trust distributions (for corporate and individual
unitholders but not non-resident beneficiaries that are trusts) and can claim a deduction for certain costs
incurred in deriving this income. The tax deducted by the trustee may be claimed as a tax credit, with any
excess tax deducted by the trustee refunded to the unitholder.

MITs

A concessional withholding tax regime applies to distributions made by withholding MITs and AMITs of
taxable income attributable to Australian sources to all types of non-residents, including trustees. This
replaced the non-final 30% withholding regime that formerly applied.

For Australian source income, the rate of withholding tax on distributions by a withholding MIT and AMIT
depends on the country in which the foreign investor is resident:

e Forforeign investors residing in a country with which Australia has an effective exchange of information
(EOI) on tax matters, the concessional MIT income is subject to a final withholding tax of 15% and 10%
for distributions from Clean Building MITs. Distributions of non-concessional MIT income are subject to
a final withholding tax of 30%;

e Forforeign investors in a country with which Australia does not have an effective EOI, the income is
subject to a final withholding tax at the rate of 30%;

» Aforeigninvestoris a trust that is resident in a country with which Australia has an effective EOl and
has a beneficiary resident in a country with which Australia does not have an effective EQI, except in
the case where the foreign investor is a beneficiary in an AMIT, the beneficiary is required to top up the
15% withholding tax deducted on the distribution to the trust to reflect the 30% withholding tax rate
applicable for distributions to beneficiaries resident in a non-EOI country.

For capital account MITs, no concessionary MIT withholding rates will apply, but rather distributions to
non-residents will be subject to the same withholding rates as if it were a non-MIT.

In addition, different rates of withholding apply to distributions by a withholding MIT and AMIT that
qualifies as a Clean Building MIT. This is an MIT that only holds clean buildings that commenced
construction on or after July 1, 2012. For such Clean Building MITs, the rate of withholding on distributions
to foreign investors that are resident in countries with which Australia has an effective EOl is 10% rather
than 15%.

As announced in the Federal Government Budget for 2023/24, the Clean Building MIT withholding tax
concession will be extended to data centres and warehouses that meet the relevant energy efficiency
standards, where construction commences after 7:30 PM (AEST) on May 9, 2023. The minimum energy
rating requirement of clean buildings will change to 6 stars, up from the current 5-star Green Star rating
(Clean Building Council of Australia) or 5.5-star energy rating (National Australian Built Environment
Rating System). The Government will also consult on transitional arrangements for existing buildings.
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The above proposed changes to extend the clean building MIT withholding tax concession from 1 July @
2025 to data centres and warehouses have been deferred. The measures will apply from the first quarter BACK
once the amending legislation receives Royal Assent. It is currently not clear if the increased rating Top

requirements for existing eligible assets will still apply from 1 July 2025.

Non-concessional MIT income includes income from underlying trading businesses and income from cross-
staple arrangements in certain circumstances, as well as income from certain residential land investments
and investments in agricultural land. There is transitional relief that is available for certain existing
arrangements. Refer to the below for our more detailed comments in relation to the proposed changes.

For foreign investors that are trusts (other than non-Australian Pension Funds that are constituted by
way of a trust), higher rates of tax may be applicable if MIT distributions derived by such trusts are not
subsequently distributed to their beneficiaries.

Dividend, interest, and royalty income will generally continue to be excluded from MIT withholding tax
and are subject to the specific withholding tax rules. Capital gains on assets other than taxable Australian
property will also continue to be generally excluded (discussed below).

MIT integrity measures - an overview

The use of stapled structures has been subject to uncertainty since the Australian Taxation Office (ATO)
issued a Taxpayer Alert (TR 2017/1) on perceived abuses of the structures on January 31, 2017.

The perceived abuse related to concerns that taxpayers were establishing stapled structures to convert
active business income (which would generally be subject to a 30% corporate tax rate) to passive income
through leasing non-traditional real estate assets to an MIT (with lease rentals subject to a concessional
15% MIT withholding tax rate).

The integrity measures impact stapled structures and the broader tax concessions available to foreign
investors under the managed investment trust (MIT) regime. These measures have been implemented to
limit the availability of the concessional 15% to only certain income derived by an MIT.

The measures treat income derived from stapled arrangements as subject to a 30% rather than a 15%
tax rate (subject to limited exceptions) and also prevent income from residential housing investments
from accessing the 15% tax rate (amongst other measures, as noted below). The decision to limit the
15% withholding tax rate to investments in real estate other than residential housing reflects that

the concessional withholding tax rate was intended by the legislature only to apply to investments in
traditional commercial real estate investments and that MITs were increasingly being used to invest in
residential housing investments.

Specifically, these measures apply the corporate tax rate of 30% to distributions of income that are
derived from:

e MIT cross staple arrangement income;

e MIT trading trust income;

e MIT agricultural income; or

e MIT residential housing income (other than affordable and certain disability housing).

Cross-staple arrangement income is broadly income that is derived by the MIT (or is referable to income
derived by the MIT) from economically or legally stapled entities that carry on a trading business (i.e., a
stapled operating entity). Where the operating entity is itself deriving rental income from third parties, the
rental income derived by the MIT would not be subject to the 30% withholding tax. There are also certain
exceptions from the 30% withholding for cross-staple rent, for example, where the cross-staple rent is de
minimis. As stapled arrangements are a common feature in the student accommodation and hotel sectors,
many investments in these sectors have been impacted.
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MIT trading trust income is income that is derived from an underlying trading trust in which the MIT has a @

direct or indirect interest. BASK
TOP

MIT residential housing income is income that is from residential premises but not commercial residential

premises, including capital gains from disposals of entities with residential housing assets in certain

circumstances. The definition of residential premises and the application of a non-concessional 30%

withholding tax rate to income from residential premises have impacted a range of sectors, including

retirement villages, aged care, and serviced apartment investment assets. As noted above, there is an

exception to the 30% withholding in relation to affordable housing and certain student accommodation assets.

e Toencourage investmentin eligible build-to-rent (BTR) projects, legislation has been enacted for
active BTR development projects to be eligible for the MIT regime, and hence a reduction to the
final withholding tax rate from 30% to 15% as eligible fund payments from MIT investment. The
legislation requires the development to satisfy certain eligibility criteria during a 15-year period. If
the development ceases to be an ‘active BTR development’ at any time during this period, a misuse
tax will apply to the tax benefit obtained during the prior period. These criteria include the dwellings
being available for rent for 5 years or more; and

*  10% or more of the dwellings are ‘affordable dwellings’.

MIT integrity measures - transitional rules

Transitional rules will apply to certain existing investments that meet pre-defined qualifying criteria
and will apply to certain pre-existing arrangements.

If the transitional rules apply, the existing MIT withholding tax rate of 15% should continue to apply
until broadly:

e For MIT cross staple arrangement income relating to a facility that is not an economic infrastructure
facility (i.e., typical real eState investments) - July 1, 2026;

e For MIT cross staple arrangement income relating to a facility that is an economic infrastructure
facility — July 1, 2034;

e For MIT trading trust income - July 1, 2026;
e For MIT agricultural income - July 1, 2026; and
e For MIT residential housing income (other than affordable housing) - October 1, 2027.

The application of the transitional provisions, in particular, is complex and will depend on the particular
factual circumstances.

The ATO has issued Law Companion Ruling LCR 2020/2 provides the ATO’s guidance on the staples
legislation and associated Non-concessional MIT income (NCMI) rules.

In order to be eligible for transitional relief, each facility needs to have existed or been sufficiently
committed prior to March 27, 2018. While this is a question of fact, LCR 2020/2 states that an
unconditional contract must have been entered into before this date, excluding call options or licences
(except in specific circumstances).

To have applied for transitional relief, an irrevocable transitional election must have been made by each
stapled entity partaking in a cross-staple arrangement in the approved form no later than June 30, 2019,
and must have been given to the ATO within 60 days after the entity made the choice.

Once the election is made, the ATO has indicated that it may review the historical risk of the stapled
group and will closely monitor ongoing compliance with the integrity provisions related to the pricing of
cross-staple lease arrangements during the transitional period. The ATO is already focused on identifying
stapled arrangements that do not comply with its guidance in Tax Alert TA 2017/1 Re-characterisation of
income from trading businesses.
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On 7 March 2025, the ATO released Taxpayer Alert TA 2025/1 (‘TA 2025/71’) outlining current concerns ToP
with captive MIT structures and the original intentions of the MIT withholding regime. Following the

release of TA 2025/1, the Assistant Treasurer announced upcoming amendments to income tax laws

to ensure legitimate investors can continue to access concessional withholding tax rates in Australia,

specifically making it clear that trusts ultimately owned by a single widely-held investor are able to access

MIT concessions. This position was also reflected in the Australian Federal Budget released on 25 March

2025, but draft legislation has not been released.

Tax-deferred distribution

Tax-deferred distributions, being distributions in excess of the property trust’s taxable income (e.g., an
amount representing plant and equipment depreciation), are generally only taxable to the extent that the
amount exceeds the cost base of the unitholder’s investment. The unitholder’s CGT cost base is otherwise
reduced by the tax-deferred amount, which effectively defers any taxation (in the form of a higher capital
gain) until such time as the units are disposed of. For certain investors, such as those who hold their
investment on revenue account, these tax-deferred distributions may be assessable on receipt.

As noted above, an AMIT has additional flexibility with the ability to adjust its cost base upwards. This
situation is likely to arise where a member has been attributed and taxed on a direct member component
that is in excess of the amount actually being paid.

Distributions of capital gains

Trustees of property trusts that distribute capital gains on assets that are not taxable Australian property
are not required to withhold tax from that amount, as foreign resident beneficiaries will not be taxable

on the gains distributed. Gains from investments held by the trust in other trusts are eligible for the
exemption provided at least 50% of the market value of CGT assets of the other trust (or trusts in which
the other trust has an interest), are not taxable Australian property at the relevant CGT event time.
Taxable Australian property includes real property held directly or indirectly that is situated in Australia;
therefore, it usually follows that capital gains distributions from Australian property trusts remain taxable.

Non-residents holding their investment in a capital account will only be taxable on capital gains realised
on the disposal of units in an Australian resident property trust if the unitholder held at least 10% of the
unitsin the trust and more than 50% of the market value of the assets of the trust comprises Australian
real property or interests in other entities whose assets are principally Australian real property.

Capital election requirement

MITs can elect for capital account treatment for certain of their investments. Broadly, under the deemed
capital rules, Australian MITs (this definition is broadly the same as the MIT definition for MIT withholding
tax purposes, with a few exceptions) will be entitled to make an irrevocable election to apply the CGT
treatment to eligible assets disposals. If the trust makes a valid election, certain assets (broadly, land,
shares in companies and units in unit trusts) are deemed to be held in a capital account, and therefore
disposal of these assets may be eligible for the capital gains tax discount and the exemption for non-
residents (where assets are non-taxable Australian property). The election must be made in the first
year the trust qualifies as an MIT. If no election is made, the assets will be deemed to be held in a revenue
account. The concessions will also apply to unit trusts 100% owned and controlled by MITs if the trust is
eligible for flow-through treatment (i.e., carry on only an eligible investment business).

Other Withholding Taxes

Dividend and interest income paid to non-resident unitholders is subject to a final withholding tax in
accordance with domestic rules/treaty rules. To the extent that the income has been subject to final
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Australian withholding tax or would have been subject to withholding tax had an exemption not applied, no
further tax is levied.

Withholding from other property trust distributions (or from a present entitlement to other trust income)
is required at the rate of 47% where an Australian tax file number (TFN), or Australian business number
(ABN), or other exception is not quoted to the fund. Unitholders are entitled to a tax credit for the amount
withheld. For amounts that have tax withheld under the managed investment trust, withholding tax
provisions discussed above are exempted from this requirement.

A foreign resident capital gains withholding (FRCGW) of 15% will apply to vendors disposing of certain
taxable property (including units in trusts). There are exceptions to the obligation to withhold, for
example, if the vendor provides a declaration to the purchaser that the vendor is an Australian resident.
Additionally, a vendor may apply to the Commissioner for a reduction in the withholding tax rate, for
example, if the vendor is not expecting a gain on disposal. The withholding is a non-final withholding tax
and is creditable against the vendor’s income tax liability on the lodgement of a tax return.

Australian Stamp Duty

Landholder duty

All States and Territories impose landholder duty on acquisitions of interests in trusts that hold, directly
orindirectly, interests in land and land-type assets exceeding a value threshold. Depending on the
jurisdiction in which the landholdings are located, the duty payable is calculated at rates up to 6.5%.

The trust’s landholdings are not restricted to land in the ordinary sense and take into account broad
categories of land-type assets, including tangible assets that are physically fixed to land or leased
premises. In addition to land, goods located in New South Wales, Western Australia, and Tasmania are also
included in the landholder duty base when triggered.

All States and Territories (except the Australian Capital Territory) impose landholder duty on acquisitions
of 90% or more in a listed trust, although concessional rates apply in some jurisdictions. For unlisted
trusts, landholder duty is imposed in all States and Territories (except Queensland) on acquisitions of 50%
or more (and 20% or more in Victoria and New South Wales).

A significantly higher rate of duty can apply where the underlying land of the trust is residential land,
and the acquiring unitholder is a foreign person. Generally, this is referred to as the foreign purchaser
duty. Residential land and foreign persons are defined in each relevant State and Territory. Currently,
the maximum rate of foreign purchaser duty is 9%. Foreign purchaser duty is payable in addition to
landholder duty triggered on the acquisition of landholding trusts.

Trust acquisition duty

Queensland imposes a duty on changes of interests in certain private trusts. In Queensland, trust acquisition
duty is imposed where the trust has a direct or indirect interest in Queensland dutiable property. The
definition of dutiable property is broad and includes land (as well as intangible business assets).

Duty is imposed at rates of up to 5.75%, calculated on the greater of the unencumbered market value and
the consideration paid/provided. Unlike the landholder duty regime, there is no acquisition threshold in
relation to acquiring interests in private unit trusts that hold land in Queensland.

In each of Queensland, New South Wales, and Victoria, the nil (in Queensland) and the 20% (in New South
Wales and Victoria) acquisition thresholds can be increased to 50% or more where the unit trust meets the
requirement, for example, a wholesale unit trust scheme.
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The stamp duty treatment of CCIVs is still being determined as each State and Territory is considering its
position. There has been no published position on CCIVs by any Australian State or Territory from a stamp
duty perspective, except Victoria and New South Wales. Victoria will apply stamp duty to a CCIV at the
sub-fund level rather than to a CCIV as a legal form company. This is achieved by treating each sub-fund
of a CCIV to be a separate and distinct unit trust scheme and translating the corporate features of the
CCIV to each unit trust scheme. The position in New South Wales is broadly in line with Victoria. Whilst
there are strong technical arguments that a CCIV, due to the legal characterisation, should be treated

like a company in other jurisdictions (such that landholder duty rules discussed above should apply) as
opposed to a unit trust (where the trust acquisition duty rules in Queensland), it is important that the
position is confirmed if a CCIV is planned to be used.

5 Tax treatment of the foreign REIT and its domestic unitholder

Foreign REIT Corporate unitholder Individual unitholder
Similar to an Australian Trust, Like a corporate unitholder Like an individual unitholder of an
however, with modifications of an Australian trust Australian trust

Foreign REIT

Broadly, foreign REITs are taxed on Australian sourced income and capital gains on taxable Australian
property. The taxation of a foreign REIT will depend on the type of entity the REIT is for Australian tax
purposes and the structure of the investments adopted. If the foreign REIT is a trust, the tax implications
will broadly be in accordance with Sections 3.1and 4.2 above. Such foreign REITs may qualify as an eligible
widely held investor for MIT purposes (depending upon the structure used to invest in Australia).

Corporate unitholder

Corporate unitholders of a foreign trust are taxed on income broadly as above, with a tax offset for foreign
tax paid (subject to an offset cap amount).

Individual unitholder

Individual unitholders of a foreign trust are taxed on income broadly as above, with a tax offset for foreign
tax paid (subject to an offset cap amount).
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1

General introduction

The below summary reflects the position as of June 3, 2024. Given that the Real Estate Investment Trust
regime in China (C-REIT) is a pilot programme, with the detailed rules currently ‘on trial’ and subject to
ongoing developments, we recommend that the position is monitored regularly.

Enacted year Citation REIT type
2020 (pilot - Securities Law of the People’s Republic of China, Presidential Decree Public fund
programme, with No. 37 (Securities Law)

Ferta?n ,rules still - Securities Investment Fund Law of the People’s Republic of China, 2015

on trial’) Amendment (Securities Investment Fund Law)

Notice on Promoting the Infrastructure REITs Pilot Work, Zhengjian Fa
[2020] No. 40 (Notice)

The Guidelines on Public Offering of Infrastructure Securities
Investment Funds (Trial), CSRC [2020] No. 54 (Guidelines)

A set of implementation rules issued in 2021 by the Shanghai &
Shenzhen Stock Exchange on C-REIT application, sales, listing, trading
and management

Decision of the China Securities Regulatory Commission on Amending
Article 50 of the Guidelines for Public Offering of Infrastructure
Securities Investment Funds (Trial), CSRC [2023] No. 55

Notice on Promoting the Routine Issuance of Real Estate Investment
Trust (REITs) Projects in the Infrastructure Sector, NDRC Investment
[2024] No. 1014

Notice on the Issuance of the ‘Format Text for Application Materials of
Real Estate Investment Trusts (REITs) Projects in the Infrastructure
Sector (2024 Edition)’, NDRC Office Investment [2024] No. 662

In 2020, China established an infrastructure C-REIT pilot programme in key regions and industries on a
case-by-case basis. By learning from the mature international REIT market, the aim is to effectively free
up capital for reinvestment, reduce existing corporate leverage and provide a new financial product that
broadens channels for investment.

On April 24,2020, under the current framework of the Securities Law and Securities Investment Fund

Law, the China Securities Regulatory Commission (CSRC) and the National Development and Reform
Commission (NDRC) jointly published the Notice, which took effect on the same day. On April 30, 2020, the
CSRC published the Guidelines in draft form in order to provide further detailed regulations supplementing
the Notice, mainly by standardising the definition of the product, outlining the required qualifications

and responsibilities of the participants, and details of the product registration, offering of fund units,
investment operations, project management, information disclosure and regulatory administration, etc. On
August 6, 2020, the draft Guidelines officially took effect. Furthermore, in 2021, a set of implementation
rules were introduced by the Shanghai & Shenzhen Stock Exchange on C-REIT application, sales, listing,
trading and management. Since then, the requlatory framework and blueprint of the C-REIT have provided
more clarity and further supported the trial and launch of C-REIT products in China.

Sector summary*

Listing Number in EPRA Sector Mkt Cap % of Global

Country 9l e R REIT Index (EUR m) REIT Index

China 27 3 9,247.41 0.07%
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Mkt Cap 1yrreturn o % of Global
ST I (EUR m) (EUR) % OIS REIT Index
Capitaland China Trust 820.48 11.10% 8,01% 0.04%
Management
Sasseur REIT (S Chip) 537.45 0.60% 9,50% 0.02%
Yuexiu Real Estate
Investment Trust 485.39 -10.18% 7,711% 0.02%

(Red Chip)

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Key requirements

- Establishment of the infrastructure asset-backed security (ABS) through the Asset Management Association
of China (AMAC)

- Approval from a competent stock exchange and registration of the REIT as an infrastructure securities
investment fund with the CSRC

A C-REIT is set up as a publicly offered infrastructure securities investment fund by a securities company
or fund management company qualified in public funds management (Fund Manager). It can hold an
infrastructure asset via an ABS offered by an ABS manager, which is under common control with the Fund
Manager. Under the ABS scheme, the underlying ABS assets consist of the shares in an infrastructure
project company, which holds 100% of the infrastructure project assets (collectively referred to as the
Special Purpose Vehicle (SPV).

In general, we have summarised the procedural steps as follows:

—_

The provincial DRC will issue special opinions on the infrastructure investment project to advise whether
the project conforms to China’s national strategic objectives, macro-control policy, industrial policies,
and laws and requlations on fixed assets investment management, as well as whether it can generate
capital recovery to strengthen local infrastructure development. On the basis of these special opinions
issued by the provincial DRC, NDRC will refer qualified infrastructure projects to CSRC;

2. The ABS manager sets up the infrastructure ABS, consisting of an underlying infrastructure asset,
submitting relevant details to AMAC;

3. The competent stock exchange issues a no-action letter in relation to the listing of the C-REIT/
infrastructure securities investment fund;

4. CSRC and the relevant stock exchange independently perform the duties of registration and review/
approval procedures in compliance with the laws, requlations, and market principles, and notify the final
decision; and

5. Once theregistration with CSRC is completed, the Fund Manager fundraises by publicly offering units in

the C-REIT to investors and purchases the approved infrastructure ABS.
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2.2

2.3

The Fund Manager is also subject to the following reqgulatory requirements:

e Itsregistered capital should be not less than RMB 100 million (approx. USD 13,940,000), fully paid up
in cash;

* It needs to have been established for at least three years, with sufficient experience in asset
management, sound corporate governance, and sophisticated internal control policies;

e It needsto establish an independent department of investment management for the infrastructure
asset, with at least three responsible persons, each with more than five years of experience in
investment management or operation of an infrastructure project;

e It should have a sound financial status to satisfy its continuous operation, business development, and
risk control, a good social reputation and record, and complete and effective policies and procedures
for investment management, project operation, internal control, and risk management; and

e Otherrequirements as set by the CSRC.

Please note that the Fund Manager or its affiliated entity under the same control should also have
sufficient professionals with research experience in the real estate sector, as well as professional
experience in investment management or operation of the same product/business without significant
outstanding risks.

Legal form/minimum share capital

Legal form Minimum share capital

Public fund + infrastructure ABS No

The C-REIT should be established by a Fund Manager in the form of a contractual-type public fund
investing in marketable securities (in this particular case, one that invests in infrastructure ABS), in line
with the Securities Investment Fund Law.

The infrastructure ABS set up by an ABS manager refers to the special infrastructure asset-backed
programme offered in accordance with the ‘Administrative Provisions on Asset Securitisation of Securities
Companies and Subsidiaries of Fund Management Companies’ and relevant rules. Under the infrastructure
ABS programme, the complete ownership or operating right of the underlying infrastructure project is
legally held by the SPV. The securities are issued to the C-REIT, giving it beneficial entitlement to the
underlying infrastructure project assets, i.e., the C-REIT’s ownership of the infrastructure project is
through its holding of this infrastructure ABS.

The Fund Manager and the ABS manager should have an actual control relationship or be under a common
control (noting that there is not currently a requlatory definition of control, but it is generally accepted as
greater than 50% equity or as set out in contracted terms).

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Strategic investors to hold not less than 20% of the fund units at Whilst not specifically confirmed, the
each separate issuance, and the term for holding infrastructure Guidelines imply that listing is not
fund units shall be no less than five years (20% of the total fund mandatory

units) or three years (more than 20% of the total fund units) from
the date of listing

- Offline investors to hold not less than 70% of the amount offered
in the public offering after having deducted the allotment to
strategic investors

- Publicinvestors have no special requirements

®
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Given that the rules in relation to C-REITs are still under development, it is uncertain how a foreign

investor may invest in a C-REIT.

Strategic investors: As the original equity holders of an infrastructure project or their affiliated entities
under common control (i.e., prior to the establishment of a C-REIT), they must participate in the strategic
investors’ allotment of C-REIT units with not less than 20% of the units at each separate issuance. The
term for holding the C-REIT units should be not less than five years (20% of the total fund units) or

three years (more than 20% of the total fund units) from the date of listing. In addition, there may be an
opportunity for certain professional institutional investors (other than the original equity holders of an
infrastructure project or their affiliated entities under common control) to participate in this process, with
the proportion of the strategic investors’ allotment reasonably determined by the Fund Manager. In this
case, the holding period of C-REIT units by professional institutional investors should be not less than one
year from the date of listing.

Offline investors: Refers to investors that can participate directly, ‘offline’ from any public stock exchange
offering and includes securities companies, fund management companies, trust companies, finance
companies, insurance companies, qualified foreign institutional investors, commercial banks and their
wealth management subsidiaries, qualified private fund managers and other professional institutional
investors (i.e. those that do not qualify as strategic professional institutional investors) approved by
CSRC. After deducting the allotment to strategic investors, the proportion of C-REIT units offered to
offline investors should be no less than 70% of the amount offered in the public offering. Where classified
allotment for offline investors is conducted, the allotment proportion for investors of the same category
should be the same.

Public investors: No special requirements. Public investors may participate in the subscription of C-REIT
units through a fund sales agency at the subscription price determined via price quote.

In addition, one of the high-level principle requirements of the Guidelines is that the Fund Manager,

in conjunction with the fund sales agency, strictly implements an investor competency management
system, under which they assess the risk tolerance of the investor in the context of the infrastructure
investment and other investor appropriateness management with the aim of selling appropriate products
to appropriate investors.

Listing requirements

Aninfrastructure fund adopting a closed-end operation that satisfies certain requirements can be listed on a
stock exchange upon its approval. Listing and trading of C-REIT units should satisfy the following criteria:

1. The offering of the units should comply with provisions under the Securities Investment Fund Law;
2. The C-REIT contract period should be not less than five years;

3. The amount of funds raised in the offering should be not less than RMB 200 million (approx. USD
27,880,000);

4. The number of C-REIT unitholders should not be less than 1,000; and

5. Any otherrelevant criteria stipulated by the listing and trading rules for securities fund units.
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2.4 Asset level/activity test

Restrictions on activities/investments

- Atleast 80% of C-REIT assets should be invested in all of the units in infrastructure ABSs that hold

infrastructure assets located in China

- Theremaining C-REIT assets should be legally invested in interest rate securities, AAA-rating credit securities or

money market instruments

In accordance with the Guidelines, C-REITs should conform to the following:

1.

At least 80% of C-REIT assets should be invested in all of the units in infrastructure ABSs which hold
infrastructure assets located in China (i.e., investment is not limited to a single infrastructure ABS);

The remaining C-REIT assets should be legally invested in interest rate securities, AAA-rating credit
securities, or money market instruments, with no current requirement under the Guidelines for these
to be Chinese assets;

The infrastructure assets can include transportation-related assets, such as toll roads, railways,
airports and ports, energy infrastructure assets such as wind power, photovoltaic power generation,
hydroelectric power generation and natural gas power generation, municipal facilities assets such

as water, power and heating, ecological and environmental protection infrastructure assets such as
urban sewage, warehousing and logistics assets and park infrastructure, new infrastructure assets
such as data centers, artificial intelligence, affordable rental housing, consumer infrastructure

assets such as department stores, shopping malls, farmers’ markets and other urban and rural
commercial network projects or community commercial projects to ensure basic livelihood, and other
infrastructure assets, such as natural and cultural heritage, national 5A tourist attractions, but shall
exclude commercial residential buildings;

The infrastructure ABS should also hold 100% of the shares in an infrastructure project company;

The Fund Manager shall proactively operate and manage the infrastructure project to meet the main
purpose of obtaining stable cash flow through rents, charges, etc.; and

The closed-end fund operation is adopted under which no less than 90% of the consolidated
distributable income should be distributed to the fund investors.

2.5 Leverage

Leverage

- The total amount of fund assets shall not exceed 140% of the fund net assets, and the borrowing for project

acquisition shall not exceed 20% of the fund net assets

- If the total amount of fund assets passively exceeds 140% of the fund net assets (e.g. due to changes in the unit

price of the fund), no new borrowing is allowed

If there exist borrowings of the infrastructure project before the establishment of the infrastructure fund,
the borrowings shall be repaid with the funds raised, except for the situation as set out below.

The total amount of fund assets shall not exceed 140% of the fund net assets, and borrowing is allowed for
the purposes of daily operation, maintenance and reconstruction and the acquisition of the infrastructure
asset/project. For project acquisition purposes, the borrowing shall satisfy the following conditions:
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—_

The total amount shall be not more than 20% of the fund’s net assets;

2. Theinfrastructure fund is operating smoothly without significant legal, financial and operational risks;

3. Theinfrastructure held or to be acquired by the fund has the ability to be split and transferred to
satisfy the repayment without affecting the stable operation of the fund;

4. The cash of the fund is sufficient to pay the borrowing and interest and can ensure the stability of

fund distributions;
5. Thefund has a sound financing arrangement and risk response plan; and
6. Any other requirements provided by CSRC.

If the total amount of fund assets passively exceeds 140% of the fund net assets (e.g. due to changes in
the unit price of the fund), no new borrowing is allowed, and the Fund Manager shall report to the CSRC
and then take appropriate actions.

2.6 Profit distribution obligations

2.7

Operative income Timing

At least 90% of its consolidated distributable income Annually

A C-REIT shall distribute at least 90% of its annual consolidated distributable income.

Where conditions for income distribution are met, the C-REIT must make a distribution at least once per year.

Sanctions

Penalties/loss of status rules

- Various sanctions and penalties
- Potential suspension of C-REIT business

In accordance with the Securities Investment Fund Law, examples of sanctions include (without limitation):

e Persons who violate the provisions by making a public offering of funds arbitrarily or under any
pretext shall be ordered to stop raising funds, return all funds raised (including interest pursuant to
the market interest rate of a commercial bank deposit for the same period), have any illegal income
confiscated and be subject to a fine ranging from 1% to 5% of the amount of funds raised. Person(s)-
in-charge who is/are directly accountable and other directly accountable personnel shall be subject to
a warning and a fine ranging from RMB 50,000 to RMB 500,000 (approx. USD 6,970 to USD 69,700).

Persons who violate the provisions by withdrawing funds deposited into a designated account before
completion of the offering shall be ordered to return the funds, have any illegal income confiscated
and be subject to a fine ranging from one to five times the illegal income amount (where there is no
illegal income, or the illegal income amount is less than RMB 500,000 (approx. USD 69,700), a fine
ranging from RMB 50,000 to RMB 500,000 (approx. USD 6,970 to USD 69,700) shall be imposed).
Person(s)-in-charge who is/are directly accountable and other directly accountable personnel shall
be subject to a warning and a fine ranging from RMB 30,000 to RMB 300,000 (approx. USD 4,182 to
USD 41,820).
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*  Where a person violates the provisions by using the wording ‘fund’, ‘fund management’ or similar @
names without registration to engage in securities investment activities, any illegal income shall be BACK
confiscated and be subject to a fine ranging from one to five times the illegal income amount imposed Top
(where thereis noillegal income, or theillegal income amount is less than RMB 1 million (approx. USD
139,400), a fine ranging from RMB 100,000 to RMB 1 million (approx. USD 13,940 to USD 139,400)
shall be imposed). Person(s)-in-charge who is/are directly accountable and other directly accountable
personnel shall be subject to a warning and a fine ranging from RMB 30,000 to RMB 300,000

(approx. USD 4,182 to USD 41,820).

3 Tax treatment at the level of the REIT

3.1 China tax implications on the income received by C-REIT

Enterprise Income Tax/Individual Income Tax

The taxation rules in relation to C-REITs are still under development. If a C-REIT is established in the
form of a contractual-type public fund investing in infrastructure ABS (see Section 2.2), its tax treatment
is likely to be similar to the treatment generally applicable to contractual-type public funds investing

in marketable securities (public securities investment funds). According to current tax requlations and
practice, any income or gains received by a public securities investment fund is exempt from Enterprise
Income Tax (EIT) and Individual Income Tax (IIT) at the level of the fund.

However, there may be certain types of income that are subject to withholding tax. For example, where

a public securities investment fund holds stocks listed on a domestic exchange, dividend income may be
subject to a 20% withholding tax (which can be reduced by 50% if the investment has been held for more
than one month but not more than one year or wholly exempt if the investment has been held for more
than one year). However, given the taxation rules in relation to C-REITs are still under development, the
treatment of a C-REIT and infrastructure ABS for income tax purposes remains uncertain. We recommend
the position is confirmed once these rules are finalised.

Value-Added Tax and miscellaneous surcharges

Interest income received by a C-REIT should be subject to 3% Value Added Tax (VAT) without input VAT
credit (i.e., a simplified VAT mechanism). Income could be considered as interest for VAT purposes if the
relevant investment bears strong debt-like characteristics (e.qg., the investment is principal guaranteed).
Therefore, it would need to be considered whether the infrastructure ABS and related returns are debt-like.

A few surcharges may be collected along with the VAT, including (i) national and local education surcharges,
which are 5% of the VAT payable, and (ii) city construction tax, which is 1%, 5% or 7% of the VAT payable,
depending on the location of the VAT payer.

The VAT and associated surcharges will be paid in the name of the Fund Manager but are generally charged

to the fund assets and so decrease the distribution capacity.

3.2 Transition requlations

Conversion into REIC status

There are no special tax rules for conversion. However, there is preferential tax treatment for certain asset and
share transfers in the preparation stage and during the process of establishing a C-REIT

EPRA Deloitte.
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3.3

4

4.1

®

The C-REIT is established in the form of a contractual-type public fund investing in an infrastructure ABS. BACK

There is no special tax rule for the direct conversion of a company to C-REIT status. However, preferential ToP
Enterprise Income Tax treatment for certain asset and share transfers is provided for the original holders

of the infrastructure project (i.e., strategic investors as defined in Section 2.3) in the preparation stage

and during the process of establishing a C-REIT.

The strategic investors can transfer the infrastructure asset to an infrastructure project company in
exchange for equity in that infrastructure project company at cost for income tax purposes by adopting

a special re-organisation tax treatment. The strategic investors should then receive a deferral of income
tax liabilities due on any gains realised in relation to the disposal of the shares in the infrastructure project
company to the infrastructure ABS.

Once funds have been raised from investors via subscription for units in the C-REIT, the ABS Manager
issues securities in the infrastructure ABS to the C-REIT. At this point, any deferred income tax becomes
payable by the strategic investors (noting that this is only on the portion of the underlying asset that ulti-
mately transfers from strategic investors to other investors).

For completeness, if the strategic investors transfer their units to the C-REIT in the future, further de-

ferred income tax is payable by them at the time of this transfer.

Registration duties

Registration duties

Not applicable

Tax treatment at the unitholder level

Domestic unitholder
Corporate unitholder Individual unitholder Withholding tax

Distributions tax-exempt Distributions tax-exempt Not applicable

Corporate unitholder

A corporate unitholder is exempt from EIT for any distribution from a public securities investment fund.
It is still unknown whether such an exemption will be extended to distributions from a C-REIT. If no
exemption or other tax reliefs are available, the distribution should generally be subject to 25% EIT.

The VAT treatment for income derived from holding C-REIT units remains uncertain. Technically, if the
investment in a C-REIT bears strong debt-like characteristics (e.g. the investment is principal guaranteed),
there is a risk that the relevant income is treated as interest and is subject to 6% VAT.

Any gains derived by corporate unitholders from the disposal of C-REIT units are generally subject to 25%
EIT and 6% VAT, as well as certain nominal surcharges (e.qg., education surcharges, city construction tax,
and certain local surcharges).

EPRA Deloitte.
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4.2

Individual unitholder

An individual unitholder is exempt from IIT for any distribution from a public securities investment

fund and for any gains derived from the disposal of the fund units. It is still unknown whether such an
exemption will be extended to distributions from a C-REIT and gains derived from the disposal of C-REIT
units. If no exemption or other tax reliefs are available, such income may be subject to 20% IIT.

The VAT treatment for income derived from holding C-REIT units remains uncertain. Technically, if
the investment in a C-REIT bears strong debt-like characteristics (e.g. the investment is principal
guaranteed), there is a risk that the relevant income is treated as interest and is subject to 3% VAT
(i.e., a simplified VAT mechanism).

Any gains derived by individual unitholders from the disposal of C-REIT units are exempt from VAT.

Withholding tax

For domestic corporate unitholders, there is currently no withholding tax in relation to distributions and
gains from the disposal of C-REIT units. For domestic individual unitholders, a withholding mechanism
might be introduced if no IIT exemption is granted.

Foreign unitholder

Foreign investors who are Qualified Foreign Institutional Investors (QFIl) and RMB Qualified Foreign
Institutional Investors (RQFII) may invest in a C-REIT. Furthermore, although various income tax and VAT
exemptions have been granted to foreign investors investing in Chinese securities markets, it has not yet
been clarified whether such exemptions are to be extended to the investment income derived by foreign
investors in a C-REIT. If no such exemptions are granted, a foreign investor could be subject to 10% EIT for
its Chinese source income (provided that the investor does not have a permanent establishment in China
under an applicable treaty), and 6% VAT for its interest income (may include income derived from holding
the C-REIT units where the investment in the C-REIT bears strong debt-like characteristics) and any gains
from disposals of C-REIT units.

Tax treatment of the foreign REIT and its domestic shareholder

Foreign REIT Corporate shareholder Individual shareholder
Subject to EIT Subject to EIT and potentially VAT Subject to IIT and potentially VAT
Foreign REIT

If a foreign REIT invests in Chinese real estate, the Chinese source income will be subject to 10%

EIT (assuming there is no permanent establishment in China under an applicable treaty), subject to
preferential treaty rates. If an SPV holds the Chinese real estate and has a permanent establishment in
China under an applicable treaty, 25% EIT should apply to the relevant income of the SPV.

Corporate unitholder

Income or capital gains received by a Chinese corporate unitholder from a foreign REIT should generally
be subject to 25% EIT (noting that a foreign tax credit is generally available). There may be a 6% VAT
applicable if any relevant income is considered as interest for VAT purposes or as a capital gain from the
disposal of financial products for VAT purposes.

BACK

TOP
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Individual unitholder @

BACK
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TOP

Income or capital gains received by a Chinese individual unitholder from a foreign REIT should generally
be subject to 20% IIT (noting that a foreign tax credit is generally available). There may be a 3% VAT
applicable if any relevant income is considered as interest for VAT purposes.
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1

General introduction

Fund name Enacted year Citation REIT type

HK - REIT 2003 Code on Real Estate Investment Trusts Trust type
The Code on Real Estate Investment Trusts (Code on REITs) was first introduced in August 2003 and
revised in June 2005, June 2010, April 2013, August 2014, December 2020, August 2022 and October

2024. REITs in Hong Kong are structured as trusts. They have to comply with the Code on REITs issued by
the Securities and Futures Commission (SFC) for authorisation.

Sector summary*

o : o
Listing Number of REITs Number in EPRA Sector Mkt Cap % of Global

Country REIT Index** (EUR m) REIT Index

Hong Kong 9 5 17,068.85 0.99%

Top five REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global
pany (EUR m) (EUR) % REIT Index

Link Real Estate 1,742.34 34.49% 7% 0.87%

Investment Trust

Champion REIT 1,379.09 29.62% 7% 0.03%

Fortune Real Estate 1,069.06 26.76% 7% 0.06%

Investment Trust

Sunlight Real Estate 426.37 31.77% 8% 0.02%

Investment Trust

Prosperity REIT 233.21 -0.52% 9% 0.01%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

** The number considers only those REITs covered by the REIT regime in Hong Kong and owning properties mainly in the same country.

2 Requirements

2.1 Formalities/procedure

Key requirements

- To be authorised by the SFC of Hong Kong
- Appointment of a trustee
- Appointment of a management company

BACK

TOP
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REITs have to be in the legal form of a trust and governed by the Code on REITs. They also need to be @

authorised by the SFC of Hong Kong. BACK
TOP

One trustee that is functionally independent of the management company of the REIT and acceptable to

the SFC must be appointed but may be part of the same corporate group if certain requirements are met.

The REITs listed in Hong Kong have all appointed independent trustees.

Furthermore, a management company that is acceptable to the SFC has to be appointed. An independent
property appraiser has to also be appointed. Annual valuation of the REIT’s assets must take place. In the
case of a transaction (not defined in the Code on REITs but generally understood to refer to significant
transactions such as an acquisition or disposal of property, etc.), the management company shall, where
necessary or required by the Code, engage a financial adviser.

The management company may choose to perform all the functions required of it under the Code on REITs
or delegate or contract out to one or more outside entities one or more of these functions.

Certain transactions with connected parties, such as the management company, the trustee, a significant
unitholder of 10% or more, the property valuer, or transactions between trusts that are managed by the
same management company, are subject to approval by the unitholders.

2.2 Legal form /minimum initial capital

Legal form Minimum share capital

Unit trust No

Legal form

REITs have to be in the legal form of a trust. A REIT may hold real estate directly or indirectly through
special-purpose vehicles that are legally and beneficially owned by the REIT.

Minimum initial capital

No formal minimum capital requirements exist in the Code on REITs.

2.3 Unit holder requirements/listing requirements

Unit holder requirements Listing mandatory

No requirements Yes

Unitholder requirements

All REITs in Hong Kong are in the form of a trust, and investors are the unitholders of the trust. There are
no specific unitholder conditions that have to be fulfilled for REITs to be authorised in Hong Kong. Also,
there are no restrictions on foreign unitholders.

Listing requirements

All REITs in Hong Kong have to be listed on the Stock Exchange of Hong Kong Limited (SEHK) within a
period acceptable to the SFC. The REITs in Hong Kong are subject to the listing rules of SEHK.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION

E P R A 303 p'w-c-



GLOBAL REIT SURVEY 2025 HONG KONG - HK REIT

2.4 Asset levels/activity test @

Restrictions on activities/investments

- Must primarily invest in real estate

- Must hold the real estate (other than a Non-qualified Minority-owned Property) for at least two years unless it
has clearly communicated to its holders the rationale for disposal prior to this minimum holding period and its
holders have given their consent to such sale by way of a special resolution at a general meeting

- Prohibited from investing in vacant land, with some exceptions, or engaging in property development and
related activities, with some exceptions

- Must not acquire any asset that involves the assumption of any unlimited liability
- May investin real estate located in Hong Kong or overseas

REITs must invest primarily in real estate that generates recurring rental income. The REIT may not acquire
unoccupied and non-income producing, or in the course of substantial development, redevelopment or
refurbishment real estate in excess of 25% of the gross asset value of the REIT at any time.

A REIT must hold its real estate (other than a Non-qualified Minority-owned Property) for a period of at least
two years unless consent is obtained from its unitholders by way of a special resolution at a general meeting.

A REIT is permitted to establish and own special purpose vehicle companies (SPVs) to hold its real estate
investments. Under the Code on REITs, SPVs must be legally and beneficially owned by the REIT, and the
REIT must have majority ownership and control of the SPVs. SPVs may be used for other purposes incidental
to a REIT’s investments subject to prior consultation with the SFC. These may include, for example,
engagement of employees in the case of a hotel REIT or providing services incidental to managing the REIT
and its assets in the case of an internally managed REIT.

REITs are prohibited from investing in vacant land unless the management company has demonstrated that
such investment is part and parcel of permitted property development (see below).

In engaging or participating in property development activities (refurbishment, retrofitting, and
renovation excepted), the aggregate investments in all property developments undertaken, together with
the aggregate contract value of the uncompleted units of real estate acquired, shall not exceed 10% of the
gross asset value of the REIT. This cap may be increased to not more than 25% of the gross asset value of
the REIT, provided that it is permissible under its constitutive documents and there is clear disclosure in
the offering document.

A REIT must not acquire any asset that involves the assumption of any liability that is unlimited.

If a REIT indicates a particular type of real estate in its name, it must invest at least 70% of its non-cash
assets in such type of real estate.

There is no limitation on the holding of units in a REIT in Hong Kong.

REITs may invest in foreign assets.

2.5 Leverage

Leverage

Limitation to 50% of total gross asset value

The gearing ratio limit is 50% of the total gross asset value of the REIT.
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2.6 Profit distribution obligations

Operative income Capital gains Timing

90% of the audited annual net income aftertax = Specified in the trust Annually

Operative income

A REIT shall distribute not less than 90% of its audited annual net income after tax in the form of
dividends to its unitholders each year.

Capital gains

Whether any capital gains on the disposal of real estate could be distributed is generally specified in the
trust deed when a REIT is launched for sale to the public.

2.7 Sanctions

Penalties/loss of status rules

- De-listing
- Loss of authorisation by the SFC

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax

Current income Capital gains Withholding tax

- REIT is exempt from profits tax N/A N/A
- REIT may be subject to property tax
- SPVis subject to profits tax
- Dividends from SPV are tax-exempt
- Foreign-sourced interest and dividend
income is tax-exempt (provided that
the exemption requirements under the

Foreign-sourced Income Exemption
(FSIE) regime are satisfied)

Current income

A REIT is exempt from Hong Kong profits tax under the Inland Revenue Ordinance of Hong Kong. However,
where the REIT holds real estate in Hong Kong directly and derives rental income thereon, such rental
income will be subject to Hong Kong property tax at the prevailing rate of 15%.

Where the REIT holds real estate in Hong Kong indirectly via SPVs, such SPVs will be subject to profits
tax at the prevailing rate of 16.5% in respect of the profits derived from the real estate. Such SPVs would
generally be exempt from property tax.

®
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Under the two-tier profits tax rate system, which is effective from the year of assessment 2018/19, the @
first HKD 2 million of assessable profits of an SPV will be taxed at 8.25%. The remaining assessable Bas"

profits will be subject to the original rate of 16.5%. roe

Income and capital gains derived from real estate situated outside Hong Kong are generally exempt from
property tax and profits tax.

Dividends paid by an SPV to another SPV are generally exempt from profits tax.

FSIE regime

The refined Hong Kong FSIE regime for specified foreign-sourced income (i.e. interest, dividend, disposal
gain and intellectual property income) came into effect on January 1, 2023. Under the refinements,
subject to the exception requirements, SPVs that receive gains on disposal of immovable properties
situated outside of Hong Kong or received non-Hong Kong sourced interest or dividend income can
continue to treat such gains or income as non-taxable.

Capital gains

Hong Kong does not have a separate capital gain tax, but gains from the disposal of investments (including real
properties) may be subject to Hong Kong profits tax if the gains are trading in nature and Hong Kong sourced.

Withholding tax
There is no withholding tax on interest, dividends, or distributions from a REIT in Hong Kong.

Hong Kong has a territorial tax system and does not tax foreign-sourced income. There is, therefore, no
question of any entitlement to a refund of a tax credit for foreign taxes withheld on the foreign-sourced
income of a REIT.

Transfer pricing

The Inland Revenue (Amendment) (No. 6) Ordinance 2018 (the Amendment Ordinance) was gazetted
on July 13, 2018. The main objectives are to codify the transfer pricing principles, implement certain
measures under the Base Erosion and Profit Shifting (BEPS) package, and align the provisions in the
Inland Revenue Ordinance (Cap. 112) with international tax requirements.

The key elements of the Amendment Ordinance are enhancements to double taxation relief provisions,
transfer pricing rules and related provisions, TP documentation requirements relating to the master file,
local file and country-by-country report, amendments to preferential regimes, including an extension
of tax concession to domestic transactions and prescription of thresholds for substantial activities
requirements.

Automatic Exchange of Financial Account Information (‘AEOI’)

The Inland Revenue (Amendment) (No. 2) Ordinance 2019 was gazetted on March 1, 2019. The legislative
framework of AEOI under the Inland Revenue Ordinance (Cap. 112) was refined with effect from January 1,
2020, to better align the relevant provisions with the requirements promulgated by the Organisation for
Economic Co-operation and Development (OECD).

Other taxes

There is no special tax treatment applicable to REITs in Hong Kong.

Accounting rules

REITs in Hong Kong are required to comply with the local GAAP, which is in line with IFRS.
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3.2 Transition requlations

Conversion into REIT status

3.3

4

41

N/A

There are no specific tax privileges and concessions when converting into REIT status.

Registration duties

Registration duties

Stamp duties

The transfer of Hong Kong real estate or shares of Hong Kong incorporated SPVs would be subject to
stamp duty in Hong Kong. Stamp duty on the sale of immovable property in Hong Kong is charged at rates
that vary with the amount or value of the consideration. For non-residential property with effect from 11
am on February 22, 2023, the maximum rate of 4.25% applies where the transfer consideration or value
of the real estate is above HKD 21,739,120.

Where shares in a Hong Kong company are transferred, Hong Kong stamp duty at the rate of 0.1% applies
to the greater of the transfer consideration or the value of the shares.

Hong Kong stamp duty also applies to a lease of real estate in Hong Kong, generally at a rate of 0.25% to
1% of the average yearly rent, depending on the term of the lease.

Special Stamp Duty, Buyers’ Stamp Duty, and New Residential Stamp Duty for residential properties have
been cancelled effective as of February 28, 2024.

Tax treatment at the unitholder level

Domestic unitholder

Corporate unitholder Individual unitholder Withholding tax

Tax-exempt Tax-exempt N/A

Corporate unitholder

While distributions from REITs are not specifically tax-exempt, the Inland Revenue Department’s practice
so faris not to tax a REIT’s distributions, whether they are received by individual or non-individual
unitholders.

Gains on the disposal of REIT units are not subject to profit tax in Hong Kong if such gains are capital
gains. A unitholder carrying on a trade, profession, or business in Hong Kong consisting of the acquisition
and disposal of units in a REIT is subject to Hong Kong profits tax in respect of any gains derived from the
disposal of the units in Hong Kong.
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Individual unitholder @

BACK
TO
While distributions from REITs are not specifically tax-exempt, the Inland Revenue Department’s practice so or

faris not to tax a REIT’s distributions, whether they are received by individual or non-individual unitholders.

Gains on the disposal of REIT units are not subject to profit tax in Hong Kong if such gains are capital
gains. A unitholder carrying on a trade, profession or business in Hong Kong consisting of the acquisition
and disposal of units in a REIT is subject to Hong Kong profits tax in respect of any gains derived from the
disposal of units in Hong Kong.

Withholding tax

There is no withholding tax in Hong Kong on the distribution of profits.

Stamp duty

Following the enactment of the Stamp Duty Legislation (Miscellaneous Amendments) Bill 2024, the stamp
duty payable on the transfer of REIT units has been waived effective from 21 December 2024.

4.2 Foreign unitholder

Corporate unitholder Individual unitholder Withholding tax

Tax-exempt Tax-exempt N/A

Corporate unitholder

While distributions from REITs are not specifically tax-exempt, the Inland Revenue Department’s
practice so far is not to tax a REIT’s distributions, whether they are received by individual or non-
individual unitholders.

Gains on the disposal of REIT units are not subject to profit tax in Hong Kong if the foreign unitholder
is not carrying on any trade, profession, or business in Hong Kong, or such gains are capital gains. A
unitholder carrying on a trade, profession, or business in Hong Kong consisting of the acquisition and
disposal of units in a REIT is subject to Hong Kong profits tax in respect of any gains derived from the
disposal of units in Hong Kong.

In addition, certain transactions undertaken by genuine foreign funds are exempt from Hong Kong tax.

Individual unitholder

While distributions from REITs are not specifically tax-exempt, the Inland Revenue Department’s practice so
faris not to tax a REIT’s distributions, whether they are received by individual or non-individual unitholders.

Gains on the disposal of REIT units are not subject to profit tax in Hong Kong if the foreign unitholder is not
carrying on any trade, profession, or business in Hong Kong, or such gains are capital gains. A unitholder
carrying on a trade, profession, or business in Hong Kong consisting of the acquisition and disposal of units
in a REIT is subject to Hong Kong profits tax in respect of any gains derived from the disposal of units in
Hong Kong.

In addition, certain transactions undertaken by genuine foreign funds are exempt from Hong Kong tax.
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Withholding tax @

BACK
TO
There is no withholding tax in Hong Kong on the distribution of profits. e

Stamp duty

Following the enactment of the Stamp Duty Legislation (Miscellaneous Amendments) Bill 2024, the stamp
duty payable on the transfer of REIT units has been waived effective from 21 December 2024.

5 Tax treatment of the foreign REIT and its domestic unitholder

Foreign REIT Corporate unitholder Individual unitholder
Local tax rules apply No taxation No taxation
Foreign REIT

Local tax rules apply. Rental income derived from properties in Hong Kong is subject to either Hong Kong
profits tax or property tax.

Corporate unitholder

No Hong Kong tax if no business activities consisting of the acquisition and disposal of investment in REITs
is carried out in Hong Kong.

Individual unitholder

No Hong Kong tax if no business activities consisting of the acquisition and disposal of investment in REITs
is carried out in Hong Kong.
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1 General introduction @
TTOOP
En .
CERE | e REIT type  REIT market
year
gzptz%r?fer Securities and Trust - India currently has four REITs, which are publicly
’ Exc_hange Board of traded on Indian stock exchanges, and one scheme
India (Real Estate launched under the Small and Medium Real Estate
Investment Trusts) Investment Trust (‘SM REIT’) framework

Regulations, 2014
(‘REIT Requlations’)
dated September 26,
2014 -modifications/
amendments are made
from time to time

PropShare Platina is a scheme of the Property Share
Investment Trust, which was launched under the SM
REIT platform. Property Share Investment Trust is
also in the process of launching another scheme -
PropShare Titania'

via a press release, - Except for Nexus Select Trust, other listed REITs
notifications, and have a portfolio of real estate assets focusing on
circulars commercial office space and industrial parks

1 Source: As per the details of SM REIT issues available on the website of the Securities and Exchange Board of India

Post enactment of the REIT Regulations and to give impetus to this investment channel, the government
and the requlators have partnered with relevant stakeholders in the country, including government
bodies, investors and real estate developers and have brought about many changes in the Indian REIT
Regulations, to bring them in line with globally recognised norms, especially with respect to distribution
policies, capital requirements, etc.

The Indian Securities Market Requlator i.e., the Securities and Exchange Board of India (‘SEBI’) has also
revamped the framework for computation of Net Distributable Cash Flows which has replaced a decade
old framework which was provided initially as part of the REIT Regulations.

Due to the growing trend of fractional ownership of real estate assets, SEBI has also notified a regulatory
framework for the establishment of SM REITs. Further, SEBI has also provided flexibility for the conversion
of an existing manager of the REIT to a self-sponsored manager wherein the manager of the REIT has the
dual responsibility of the manager as well as of the sponsor.

In order to provide REITs a level playing field with listed Indian entities, SEBI has also recently enacted
a framework for REITs to offer unit-based employee benefit schemes. The REIT Requlations have also
undergone amendments to streamline various operational aspects that were prescribed in the requlations.

The Reserve Bank of India, through a series of amendments in its requlatory policy, enabled foreign
investments under the automatic route in REITs.

The pass-through status for REITs was provided under the taxation regime for REITs right from

the beginning. However, to make the pass-through status effective, keeping in mind the practical
considerations put forward by the stakeholders, further amendments have been made to tax laws from
time to time.

Sector summary*

Listing Number of Listed Number in EPRA Sector Mkt Cap % of Global
Country REITs REIT Index (EUR m) REIT Index
India 6 2 12,140.30 0.31%
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Top two REITs*

Company name Mkt Cap 1yrreturn Div Yield % of Global
pany (EUR m) (EUR) % REIT Index

Embassy Office Parks REIT 3,667.50 3.21% 6% 0.25%

Mindspace Business 2,356.59 12.91% 5% 0.06%

Parks REIT

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).

2 Requirements

2.1 Formalities/procedure

Overview of REITs in India

- REIT means a person (preferably a trust) that pools an investment of INR 500 million (~ USD 5.90 million)?
against issue of units to a minimum of 200 investors with the principal objective of acquiring and managing
real estate assets/properties that would entitle such investors to receive the income generated from such
real estate assets/properties without giving them day-to-day control and management of operations of the
real estate assets/properties

- Atypical REIT should have a sponsor, manager, and trustee, except where the manager is self-sponsored

- A REIT shall be in the form of a Trust, and it is mandatory for the REIT (including SM REITs) to be registered
with the reqgulator (i.e., SEBI) and is required to list its units on Indian stock exchanges

- AREIT is not permitted to issue units with differential voting rights. However, subordinate units carrying
inferior voting or other rights may be issued only to sponsors and their associates

2 Exchange rate of USD 1= INR 84.74 as of 7 May 2025, retrieved from www.xe.com has been applied throughout the India section

a. SponsortoaREIT
Conditions for eligibility of a sponsor are as under:

e No maximum limit on the number of sponsors. The concept of a ‘sponsor group’ incorporated to
leverage the capabilities of other group entities in terms of eligibility criteria for being a sponsor;

e Each sponsor/sponsor group shall be clearly identified in the application for registration, and each
sponsor shall hold or propose to hold no less than 5% of the post-issue holding;

e A consolidated net worth of at least INR 1000 million (~USD 11.80 million), with each sponsor’s net
worth being at least INR 200 million (~USD 2.36 million);

e The sponsor or its associates have a minimum of five years of real estate development or real estate
fund management experience; and

e Atrackrecord of at least two completed projects for a developer sponsor.
Key rights and responsibilities - sponsor(s) and sponsor group(s):
e Setting up a REIT and appointing a trustee;

e Transferring or undertaking to transfer assets, rights, and interest in the Holding company/Special
Purpose Vehicle (SPV) to the REIT before allotment of units to applicants.
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Unit lock-in requirements: @
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The units held by the sponsor(s) and sponsor group(s) shall be locked in for the below-mentioned period and ToP
threshold on a collective basis. Also, the REIT Reqgulations do not permit such units to be encumbered.

Time period Locked-in units

Up to 3 years 15% of total unit capital

>3 years up to 5 years 5% of total unit capital or INR 500 crores, whichever is lower
>5 years up to 10 years 3% of total unit capital or INR 500 crores, whichever is lower
>10 years up to 20 years 2% of total unit capital or INR 500 crores, whichever is lower
Post 20 years 1% of total unit capital or INR 500 crores, whichever is lower

While there are transitional provisions prescribed for the lock-in restrictions to continue on the sponsor
entities as per the erstwhile REIT Requlations, SEBI has now permitted the locked-in units to be transferred
amongst the sponsor group entities during the lock-in period. However, the locked-in units cannot be
transferred among different sponsor groups in a case where a REIT has multiple sponsor groups.

Other key considerations:

e The REIT Requlations allow the induction of new sponsors, and the REIT Regulations now have the
concept of self-sponsored manager, whereby the manager would have a dual responsibility of being a
manager of the REIT as well as the sponsor.

e REITs that meet the criteria as outlined in Annexure 2 are eligible to convert their manager to a ‘self-
sponsored manager’.

e The sponsorto a REIT may propose to disassociate as sponsor either through ‘change in sponsor’ or
‘change in control of sponsor’ or ‘induction of a sponsor’ or seeking to convert the manager to a ‘self-
sponsored manager’.

e This would require a prior approval of unitholders holding at least 75% of units by value; and

e Incasethe above approval is not obtained, an option to exit shall be made available to the dissenting
unit holders.

e Incase of conversion of REIT to self-sponsored manager, locked-in units held by the outgoing sponsor
or its sponsor group entities may be transferred to the self-sponsored manager or its group entities
subject to the condition that the self-sponsored manager (along with its shareholder and group
entities) meets the minimum unitholding requirements after such transfer.

b. Managerto a REIT

Conditions for eligibility of a manager of a REIT (being a company, limited liability partnership (LLP) or a
body corporate) are as under:

A manager has entered into an investment management agreement with the trustee outlining the
responsibility;
¢ A minimum net worth of INR 100 million (~USD 1.18 million);
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A manager or its associates should have a minimum experience of five years in fund management, @

advisory, or property management in the Real Estate sector or Real Estate development; BACK

A manager to have at least two key personnel having a minimum of five years of experience in fund er

management advisory or property management in the real estate sector, or real estate development;
and

e The manager has more than half of its directors/governing board as independents and not directors/
managers of the manager of another REIT. In case of vacancy, the vacancy shall be filled not later than
the date of expiry of the term of office of the independent director or in case of any other reason, not
later than three months from the date of resignation.

Key rights and responsibilities - manager:

e Making the investment decisions with respect to the underlying assets of the REIT, including any
further investment or divestment of the assets;

e Ensuring that a REIT’s Holding company’s and SPV’s assets have proper legal, binding and
marketable titles and agreements;

e lidentifying and recommending investment opportunities;

e Complying with the conditions and strategy mandated for the investment;
e Appointing other service providers in consultation with a trustee;

e Undertaking lease and property management (directly or through agents);
e Ensuring that a REIT’s assets are adequately insured;

» Addressing unitholders’ grievances and distribution-related issues;

e Ensuring annual audit of a REIT’s accounts by an auditor;

* QOverseeing development activities;

e Providing activity and performance reports on a REIT every three months to its board or governing
board;

e Ensuring adequate disclosure and timely submission of documents to the concerned stock exchange;

e Maintaining records pertaining to activities of a REIT for a minimum period of seven years in physical
or electronic form and, for the records maintained electronically, the manager shall ensure that there
are adequate backup systems, data storage capacity, system capacity for secure handling, data
transfer and arrangement for alternative means of communication in case of internet link failure; and

e Additional obligations cast on the manager including a chief financial officer, a chief executive
officer, and board of directors of the manager, to comply with the specific requlations under the SEBI
(Listing Obligations and Disclosure Requirements) Reqgulations, 2015 in relation to REIT listing is
appended in Annexure 1.

Other key considerations:

e The unitholders, collectively or individually owning at least 10% of the total outstanding units of the
REIT, have the right to nominate one director to the board of directors of the manager;

e Any unitholder owning no less than 10% of the total outstanding units of the REIT must adhere to the
stewardship code specified in the REIT Reqgulations.

e REIT Requlations also now permit the manager to issue unit-based employee benefit schemes for its
employees, subject to the conditions prescribed therein.

c. Trustee to a REIT

Conditions for Eligibility of Trustee:

* Registered with SEBI and not an associate of the sponsor(s) or manager.
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2.3

Key rights and responsibilities - Trustee:

e Appointing a manager and executing his or her agreement;

» Overseeing the manager’s activities and operations and obtaining compliance certificates on a
guarterly basis;

e Reviewing related party transactions;

e Ensure that the activity of the REIT is being operated in accordance with the provisions of the trust
deed, the prescribed reqgulations, and the offer document;

e Any act which is detrimental to the interest of the unitholder of the REIT shall be informed by the
trustee to SEBI immediately;

e Act with core-principles encompassing transparency, accountability, due diligence, and compliance
prescribed for trustees;

e Actimpartially in its fiduciary capacity, prioritize protection of the interests of the unitholders;
e Obtaining unitholders’ approval on specified matters; and
e Shall not invest in units of the REIT in which he/she is designated as the trustee.

Legal form and minimum initial capital

Legal form Minimum asset size

Trust INR 5,000 million (~USD 59.00 million)

Unitholder requirements and listing requirements

Mandatory listing of units of REIT within twelve months from the date of closure of issue. If the REIT does
not make an initial offer within three years from the date of registration with SEBI it shall surrender its
certificate of registration to the SEBI and cease to operate as a REIT.

Slabs for minimum public float have been prescribed as under:

If post-issue capital is: Minimum public float required

25% of the post-issue capital or INR 2,500 million

<INR 16,000 million (~USD 188.81 million) (~USD 29.50 million), whichever is higher

INR 16,000 million < INR 40,000 million (~USD

472.03 million) Minimum INR 4,000 million (~USD 47.20 million)

>INR 40,000 million Minimum 10% of the post-issue capital

However, the public float shall be increased to a minimum of 25% of the post-issue capital (where lower
pursuant to the above slabs) within a period of three years from the date of listing.

A minimum trading lot of one unit and minimum subscription in the range of INR 10,000 (~USD 118.01) -
INR 15,000 (~USD 177.01).

The minimum number of subscribers to the initial public offer should be 200 at the time of the public offer
(other than sponsors, their related parties, and associates of the REIT).

Maximum subscription from any investor other than the sponsor(s), its related parties and its associates
shall not be more than 25% of the total unit capital.
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2.4

No person(s) other than the sponsor(s), its related parties, and its associates shall acquire units of REIT
exceeding 25% of the value of outstanding REIT units unless approval from 75% of the unitholders by
value is obtained.

Units held by sponsors/promotors for a period of one year or more may be offered to the public for sale:

« Holding period of equity shares, compulsorily convertible securities (from the date fully paid up),
and interest in the Holding company and/or SPV (against which units of Trust were received) to be
considered in the calculation of above one year; and

e Above convertibles to be converted to equity shares prior to filing the offer document.

Units held by persons other than the sponsor prior to the listing are to be held for a period of a minimum of
one year post-listing.

REIT Requlations also prescribe a concept of a strategic investor as under:

e Astrategicinvestoris an Infrastructure Finance Company registered as a Non-Banking Financial
Institution (NBFC), Scheduled Commercial Bank, Multilateral and/or Bilateral Development Financial
Institution, systemically important NBFC, Foreign Portfolio Investors (FPIs), an insurance company
registered with the Insurance Requlatory and Development Authority of India and a mutual fund, who
can invest jointly or severally minimum 5% or maximum 25% of total offer size by REIT; and

e The Draft Offer Document is to mention the details of the strategic investor.

Asset levels/activity test

Restrictions on activities/investments

- Investment permitted in:
(1) Real estate assets in India (other than vacant land, agricultural land, etc.)
(2) Securities of SPVs holding permissible real estate assets in India

- Investment through a Holding company is also permitted, subject to conditions

At least 80% of the value of a REIT is to be in completed and rent / income-generating real estate with a
lock-in period of three years from the purchase date.
A maximum of 20% of the total value of REITs can be from:

e Under-construction properties with a lock-in period of three years after completion and completed but
non-rent generating properties with a lock-in period of three years from the date of purchase;

e Unlisted equity shares of companies deriving at least 75% of their operating income from real
estate activities (subject to lock-in as mentioned above being satisfied where investment in under-
construction property or completed but non-rent generating property is made through unlisted equity
shares);

e Thellisted or unlisted debt of real estate companies (other than investment in debt of Holding
company/SPV);

e Mortgage-backed securities;

e Equity shares of listed companies in India, generating at least 75% of their income from real estate
activities;

¢ Government securities;

e Unutilised floor space index (FSI) and transferable development rights (TDR) with respect to existing
investments;
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e Units of liquid mutual fund schemes (with credit risk value is at least 12 and falls under Class A-l of the @

risk class matrix prescribed by SEBI); BASK

TOP
e Interest rate derivatives;
e Equity shares of a company exclusively holding common infrastructure, subject to certain conditions; or
e Cash or money market instruments.

Additional conditions:

e Adirect holding of real estate assets in India or through an SPV or a two-level structure through a
Holding company;

e Investment through a Holding company should be subject to the following requirements:

- Anultimate holding interest of the REIT in SPVs to be at least 26%;

- Othershareholders/partners of the Holding company/SPV should not restrict the REIT, Holding
company, or SPV from complying with the REIT regulations, and an agreement has been entered
into with such shareholders/partners to that effect;

- The manager, in consultation with the trustee, shall appoint at least such number of nominees on
the board of a Holding company and/or SPV, which are in proportion to the holding interest of the
REIT/Holding company in the Holding company/SPV; and

- Inevery meeting of a Holding company and/or SPV, the voting of the REIT shall be exercised.

e Investmentis not permitted in vacant land, mortgages, or agricultural land (with certain exceptions);

* Not less than 51% of the consolidated revenue of the REIT, Holding company, and SPV to be from
rental, leasing, and letting out of assets or incidental revenue;

e Investmentin other REITs or lending (except lending to Holding company/SPV) is not permitted;
investment in debt securities is not considered lending;

e The unitholder’s approval is required for the disposal of a REIT’s assets or interest in the SPV if it
exceeds 10% of the value of the assets in a financial year; and

e Co-investment is permitted, subject to conditions.

2.5 Leverage

Leverage

- Upto 25% of the asset size, with no specific conditions
- From 25% up to 49%, credit rating and unitholders approval required

If the aggregate consolidated net borrowings exceed 25% of the value of the REIT assets:
e Issuer credit rating of the REIT is to be obtained from a credit rating agency registered with SEBI; and

e Approval of the unitholders (where the number of votes cast in favour is more than the number of votes
cast against).

Aggregate consolidated net borrowings (i.e., net of cash and cash equivalents including investments in
overnight mutual funds having maturity of one day) and deferred payments not to exceed 49% of the
value of the REIT assets.

REIT can raise borrowings by issuing bonds that should be listed on the stock exchange.

EUROPEAN PUBLIC
REAL ESTATE ASSOCIATION

E P R A 317 p‘w-c-



GLOBAL REIT SURVEY 2025 INDIA - REIT

2.6 Profit distribution obligations @
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Distribution Timing

Not less than 90% of net distributable cash flows (NDCF) | Atleast once every six months

A minimum of 90% of the NDCF of a REIT is to be distributed to unitholders. The distributions so declared
shall be paid within 5 working days from the record date.

A minimum NDCF to be distributed by a Holding company to a REIT (subject to provisions of the Companies
Act 2013, and Limited Liability Partnership Act 2008):

e 100% of cash flows received from SPVs; and
e 90% of the balance.
An SPV is to distribute a minimum of 90% of its NDCF to a REIT/Holding company.

A REIT is to distribute at least 90% of the sale proceeds arising from the sale of property or equity shares/
interest in a Holding company/SPV unless reinvestment is proposed within a period of one year.

Distribution is to be undertaken at least once every six months in a financial year. Any amount remaining
unclaimed or unpaid out of the distributions declared by a REIT to be transferred to the Investor Protection
and Education Fund constituted in the manner specified. However, such unclaimed or unpaid distributions
shall not bear any interest and may be claimed in accordance with the manner specified by the SEBI.

To standardise the framework for calculating the available NDCF, the REIT Regulations have recently
specified the following framework:

(i) Computation of NDCF at Holding company/SPV level :

Description Amount

Cash flow from operating activities as per Cash Flow statement of Holding company/SPV XX

Add: - Cash Flows received from SPVs, which represent distributions of NDCF computed as XX
per relevant framework (refer to notes 1and 9 below) (relevant in case of Holding company)

Add: - Treasury income/income from investing activities XX

(This amount shall be included on a cash receipt basis and shall exclude any Indian accounting
standard-related adjustments)

Add: - Proceeds from the sale of real estate investments, real estate assets, or shares of SPVs XX
or Investment Entity adjusted for the following

» Applicable capital gains and other taxes
* Related debts settled or due to be settled from sale proceeds
» Directly attributable transaction costs

» Proceeds reinvested or planned to be reinvested as per Requlation 18(16)(d) of REIT
Requlations or any other relevant provisions of the REIT Requlations

Add: - Proceeds from the sale of real estate investments, real estate assets or sale of shares XX
of SPVs or Investment Entity - not distributed pursuant to an earlier plan to re-invest as

per Regulation 18(16)(d) of REIT Requlations or any other relevant provisions of the REIT
Regulations, if such proceeds are not intended to be invested subsequently
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Less: - Finance cost on borrowings XX

(This amount shall be exclude amortisation of any transaction costs as per Profit and Loss
Account and any shareholder debt/loan from Trust i.e. REIT)

Less: - Debt repayment XX

(This amount shall include principal repayments as per scheduled loan instalments,
except if refinanced through new debt, including overdraft facilities, and to exclude any
debt repayments/debt refinanced through new debt, in any form or equity raise as well as
repayment of any shareholder debt/loan from Trust, i.e., REIT)

Less: - any reserve required to be created under the terms of, or pursuant to the obligations XX
arising in accordance with, any:

(i). loan agreement entered with banks/financial institutions from whom the Trust or any of
its SPVs/ Holding company have availed debt, or

(ii). terms and conditions, covenants or any other stipulations applicable to debt securities
issued by the Trust or any of its SPVs/Holding company, or

(iii). terms and conditions, covenants or any other stipulations applicable to external
commercial borrowings availed by the Trusti.e. REIT or any of its SPVs/Holding company, or

(iv). agreement pursuant to which the SPV/Holding company operates or owns the real
estate asset, or generates revenue or cashflows from such asset (such as, concession
agreement, transmission services agreement, power purchase agreement, lease agreement,
and any other agreement of a like nature, by whatever name called); or

(v). statutory, judicial, requlatory, or governmental stipulations

Less: - any capital expenditure on existing assets owned/leased by the SPV or Holdco, to XX
the extent not funded by debt/equity or from reserves created in the earlier years

(Capital expenditure includes amounts incurred and paid towards asset enhancement

and are capitalised to asset value in the financial statements including lease payments.
Itis further clarified that existing assets as referred to in this line item include any new
structure/building/other infrastructure constructed on an existing real estate asset, which
is already a part of the REIT)

NDCF for Holding company/SPV’s XX

(ii) Computation of NDCF at the Trust level:

Description Amount

Cashflows from operating activities of the Trust XX

Add: - Cash flows received from SPV’s / Investment entities which represent distributions of = xx
NDCF computed as per the relevant framework

(NDCF computed at SPV level for a particular period to be added under this line item, even
if the actual cashflows from SPV to REIT have taken place post that particular period, but
before finalization and adoption of accounts of the REIT

Cash flows received from SPVs/Investment entities, which represent distributions of NDCF
computed as per the relevant framework at the Trust, i.e., REIT level, for further distribution to
Unitholders shall exclude any such cash flows used by the Trust for onward lending to any other
SPVs / Investment entities to meet operational / interest expenses or debt servicing of such
other SPVs / Investment entities)
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Add: - Treasury income/income from investing activities of the trust, i.e., REIT XX

(This amount shall be included on a cash receipt basis and shall exclude any Indian accounting
standard-related adjustments)

Add: - Proceeds from the sale of real estate investments, real estate assets or shares of SPVs XX
or investment entities adjusted for the following

- Applicable capital gains and other taxes
- Related debts settled or due to be settled from sale proceeds
- Directly attributable transaction costs

- Proceeds reinvested or planned to be reinvested as per Requlation 18(16)(d) of REIT
Requlations or any other relevant provisions of the REIT Reqgulations

Add: - Proceeds from the sale of real estate investments, real estate assets or sale of shares XX
of SPVs/Holding company or investment entity not distributed pursuant to an earlier plan to
re-invest as per Requlation 18(16)(d) of REIT Regulations or any other relevant provisions of the

REIT Reqgulations, if such proceeds are not intended to be invested subsequently

Less: - Finance cost on borrowings, excluding amortisation of any transaction costs as per XX
the profit and loss account of the Trusti.e. REIT

Less: - Debt repayment at trust level (to include principal repayments as per scheduled loan XX
instalments except if refinanced through new debt including overdraft facilities and to exclude

any debt repayments/debt refinanced through new debt in any form or funds raised through

the issuance of units)

Less: - any reserve required to be created under the terms of, or pursuant to the obligations XX
arising in accordance with, any:

(i). loan agreement entered with a financial institution, or

(ii). terms and conditions, covenants or any other stipulations applicable to debt securities
issued by the Trust or any of its SPVs/Holding company, or

(iii). terms and conditions, covenants or any other stipulations applicable to external
commercial borrowings availed by the Trust or any of its SPVs/Holding company,

(iv). an agreement pursuant to which the Trust operates or owns the real estate asset,

or generates revenue or cash flows from such asset (such as, a concession agreement,
transmission services agreement, power purchase agreement, lease agreement, and any other
agreement of a like nature, by whatever name called); or

(v). statutory, judicial, requlatory, or governmental stipulations;

Less: - any capital expenditure on existing assets owned/leased by the REIT, to the extent XX
not funded by debt/equity or from contractual reserves created in the earlier years

(Capital expenditure includes amounts incurred and paid towards asset enhancement

and are capitalised to asset value in the financial statements, including lease payments.

Itis further clarified that Existing Assets as referred to in this line item include any new
structure/building/other infrastructure constructed on an existing real estate asset which is
already a part of the REIT)

NDCF at Trust Level XX
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2.7

Sanctions

Penalties/loss of status rules

In the case of any default by REIT or parties to the REIT or any other person involved in the activity of the REIT, the
same is dealt with in the manner provided in SEBI (Intermediaries) Regulations 2008

2.8 Related party transactions

29

Permission granted subject to the following:
e The arm’s-length requirement being met;
e Specified disclosures being made to unitholders and the stock exchange;

e Valuation reports or fairness opinions obtained from independent valuer(s) in the case of specified
transactions (for instance, buying and selling of assets);

e The unitholder’s approval is required for the following transactions:

- The acquisition or sale of investments from or to related parties (whether directly or through the
Holding company or SPV) exceeding 10% of the total value of the REIT; and

- Borrowings from related parties in a financial year exceeding 10% of total consolidated borrowings
of the REIT, Holding company, and SPV(s).

Valuation

Complete valuation of a REIT (in the prescribed format) to be undertaken at least once every financial year.
The valuer must have a minimum experience of five years in the valuation of real estate.
The valuer must not be an associate of the sponsor, manager, or trustee.

Valuation reports received by the manager must be submitted to the designated stock exchange and
unitholders within fifteen days from the receipt of such valuation reports.

Any issue of units to the public and any other issue of units as may be specified by SEBI, full valuation of

all REIT assets to be undertaken (a summary of the report to be included in the offer document and the
report should not be more than six months old at the time of offer). This shall not apply where full valuation
has been undertaken not more than six months prior to such issue, and no material changes have occurred
thereafter.

Half-yearly valuation of REIT assets to be conducted for the half-year ending September 30.

Complete valuation to be undertaken for purchase or sale of property; unitholders’ approval needed if:
e The acquisition price is more than 110% of the valuation; and

e Thesale priceis less than 90% of such valuation.

A two-year cooling-off period for the valuer after every four consecutive years of valuation being done of
the same property.

The valuer’s remuneration must not be linked to the value of the asset.
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2.10 Governance aspects

2.1

Unitholders’ meetings must be convened at least once every year within 120 days from the end of the
financial year, with the gap between two meetings not exceeding 15 months.

Generally, a resolution is considered as passed if unitholders casting votes in favour exceed the prescribed
thresholds of the total votes cast.

Approval of 75% (in value) of unitholders not connected to the transaction required for a change in
sponsor, induction of a sponsor or a change in control of the sponsor.

An annual report is to be provided to unitholders within three months from the end of the financial year; a
half-yearly report is to be given within 45 days from September 30.

Price-sensitive information, as well as that having a bearing on operations or the performance of a REIT,
must be disclosed to the stock exchange.

The manager shall redress the grievances of the investor promptly, but not later than 21 calendar days.

All claims, differences, or disputes between investors and managers shall be submitted to a dispute
resolution mechanism, which shall include mediation, conciliation, and arbitration as specified by SEBI.

Further, any unitholder holding not less than 10% of the total outstanding units of the REIT shall follow the
stewardship code as mentioned in the REIT Regulations.

For all unitholder meetings, the manager shall provide an option to attend the meeting through video-
conference or other audio visual means and the option to remove electronic voting in the manner
prescribed by SEBI.

SM REIT

2.11.1 Formalities/procedure

Overview of REITs in India

SM-REIT means a REIT that pools money from investors under one or more schemes, which are distinct and
separate, for the owning of real estate assets or properties through SPVs

The REIT Regulations provide enabling provisions for the migration of existing persons, entities or structures
owning real estate assets or properties in the nature of SM-REIT

Unlike REITs, SM-REITs are allowed to launch schemes for pooling monies from investors

a. Investment manager to a SM-REIT

Under SM-REIT, the responsibility of the sponsor is vested in the hands of the investment manager. i.e.,
there is no separate sponsor.

Conditions for eligibility of an investment manager are as under:

e There can be only one Investment manager, which should be clearly identified in the SM-REIT
registration application;

¢ Minimum net worth of INR 200 million (~USD 2.36 million), out of which INR 100 million (~USD 1.18
million) shall be in unencumbered liquid assets;

e Anexperience of at least two years in the real estate industry or real estate fund management. The
investment manager is allowed the flexibility to employ at least two key managerial persons, each of
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whom has an experience of not less than five years of experience in the real estate industry or real @

estate fund management; Bre"

TOP
e Atleast half of the directors of the manager are to be independent and not to be directors of
the manager/investment manager of another REIT or SM-REIT, and a vacancy in the office of an
independent director of the investment manager shall be filled in accordance with the manner
prescribed by SEBI;

e Theinvestment management agreement with the trustee should provide for the responsibilities of the
manager.

Unit holding requirements:

The investment manager shall hold not less than the under-mentioned prescribed limit, which shall be
locked-in and shall not be encumbered.

Time period Locked-in units

5% of total outstanding units of the scheme

Up to 5 years (15% for the first three years in case of SM REITs availing leverage)
6-10 years 3% of the total outstanding units of the scheme

11- 20 years 2% of the total outstanding units of the scheme

Post 20 years 1% of total outstanding units of the scheme

The units held above 15% / 5% at the time of the initial offer shall be locked in for a period of 1 year from
the date of listing under the initial offer. The locked-in units have to be unencumbered.

b. Trustee toa SM-REIT

Conditions for Eligibility of Trustee:

* Registered with SEBI and not an associate of the investment manager.

2.11.2 Legal form and minimum initial capital

Legal form Minimum asset size

At least INR 500 million (~USD 5.90 million) however

Trust not more the INR 5,000 million (~USD 59.00 million)

2.11.3 Unitholder requirements and Initial listing requirements

Each scheme of the SM-REIT should have a minimum of 200 investors other than the investment manager,
its related parties, and associates.

The units of the scheme of SM REIT shall be mandatorily listed on a recognised stock exchange in India. If
the SM REIT does not make an initial offer and listing within the time limits the investment manager shall
be held responsible and required to pay interest at 15% to the investors.
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The investment manager shall identify the real estate assets or properties it proposes to acquire or @

provide the features of the real estate assets or properties, including the location or such other details for BACK

the scheme, in the draft scheme offer document. Top
The investment manager shall ensure that each scheme is segregated and ring-fenced.

The unit holders under a scheme of SM-REIT shall not have differential voting under the same scheme, and
there shall not be multiple classes of units under a scheme of SM-REIT. The rights of each unit holder in a
scheme should be pro-rata and pari-passu.

Key disclosures in the offer documents are highlighted as follows:
e The offer documents should not provide any guaranteed returns;

e The offer documents shall disclose the proposed lease rental income from each property proposed
to be acquired under the scheme, along with the comparable lease rental income of other similar
properties, which are certified by a valuer;

e The offer document shall state whether the scheme of SM REIT is with or without any leverage. In case
of no leverage, the offer document shall also include an undertaking by the investment manager that
the scheme shall not utilize any leverage further;

e The offer documents shall disclose the total expense ratio for the scheme; and
e Each scheme shall be identified by a separate name and should not be misleading.

The minimum public offer and allotment in each scheme of SM REIT shall be at least 25% of the total units
of such scheme.

The minimum subscription price for each unit of the SM REIT shall be INR 1 Million.

No person(s) other than the investment manager, its related parties and its associates together with their
person acting in concert shall acquire units in the scheme of SM REIT together with the units held by them
shall exceed 25% of the total outstanding units of such scheme of SM REIT.

The price of the units of the scheme of SM REIT shall be determined through the book building process or
any other process as may be prescribed by SEBI.
2.11.4 Asset levels/activity test

At least 95% of the value of a REIT is to be in completed and rent/income-generating real estate. The
balance of 5% may be invested in liquid assets which are unencumbered.

The scheme of SM REIT shall not be permitted to lend to any entity other than the SPV:
e SPV are not permitted to lend to any entity.

e The scheme shall not invest in under-construction or non-revenue generating real estate assets.

2.11.5 Leverage

The leverage requirement as mentioned in Para 2.5 shall also apply to SM-REIT.

2.11.6 Profit distribution obligations

Distribution Timing

Not less than 95% of NDCF (i.e., net distributable cash flows) = At least once per quarter of each financial year
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A minimum of 95% of the NDCF of the SPV is to be distributed to the scheme of SM REIT. Furthermore,
100% of such NDCF of the scheme of SM REIT shall be distributed to the unitholders. Also, the
distributions are to be paid to the unitholders within 5 working days from the record date.

Any amount remaining unclaimed or unpaid out of the distributions shall be transferred to the Investor
Protection and Education Fund.

2.11.9 Valuation

The valuation requirements as mentioned in Para 2.9 shall also apply to SM REITs.

2.11.10 Governance aspects

Unitholders’ meetings must be convened at least once every year within 120 days from the end of the
financial year, with the gap between two meetings not exceeding 15 months.

Generally, a resolution is considered as passed if unitholders casting votes in favour are exceeding the
prescribed thresholds of the total votes cast. The voting threshold specified under the REIT Regulations
shall be calculated on the basis of unitholder present and voting.

Where the SM REIT purchases a property or sells a property at a value greater than 105% or less than
95% if the value of the property approval from the unit holders shall be required at least three times the
number of votes cast against the resolution.

Unitholders of the scheme of SM REIT may request any matter to be taken up in the unitholders meeting
of such scheme if 10% of unitholders by value apply in writing to the trustee and the trustee shall require
the investment manager to place the matter for voting.

The manager shall abide by the guidelines and circulars issued by the Board in relation to SCORES and
Online Dispute Resolution for resolution of investor grievances and disputes, including depositing such
amount with the designated body as may be specified by the board.

For all unitholder meetings, the manager shall provide an option to attend the meeting through video-
conference or other audio visual means and the option to remove electronic voting in the manner
prescribed by SEBI.

2.12 Registration duties

Registration duties (applicable to REIT and SM-REIT)

®

BACK
TO
TOP

Stamp duty and registration costs on real estate range between 5% and 15%

Stamp duty on issue and transfer of shares are as follows:

Particulars Stamp Duty

Issuance of shares (physical and electronic form) 0.005%
Transfer of shares on a non-delivery basis 0.003%
Transfer of shares on a delivery basis 0.015%

There are no specific exemptions available to REITs.

Stamp duty is levied at the time of registration of the purchase transaction. Rates for stamp duty vary
between 5% and 15% on real estate transactions, depending upon the state in which the instrument for
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transfer is executed. Stamp duty is levied on the sale price or value of the asset as per the circle rates, @

whichever is higher. BACK
TOP

Registration of documents recording the transfer of real estate assets in the name of the purchaser
attracts aregistration fee. A registration fee is a state levy and varies across states in India.

The following fee structure is applicable to the REIT / SM-REIT under the REIT Reqgulations:

Particulars Fees

Application fees INR 0.1 million
Registration fees INR 1 million

0.1% in the case of the initial and follow-on offer and

Issuefiling fees for REIT 0.05% in the case of the rights issue

Higher of (a) INR 0.5 million or (b) 0.1% of the total
scheme issue size, including intended retention from

oversubscription at the time of filing of the draft
scheme offer document

Scheme filing fees for SM-REIT

3 Tax treatment at the level of the REIT

3.1 Income tax

Rental income

Capital gains from

the sale of securities Dividend income  Interest income from property  Any other
from SPV from SPV held directly income
of SPV
by REIT
The income of REIT The income of REIT The income of REIT The income of Maximum
is taxable at the should be exempt should be exempt REIT should be marginal rate
applicable rates exempt

Capital gains from the sale of securities of SPVs:
» Listed equity shares:?

- Long-term capital gains*exceeding INR 125,000 (~USD 1,475) taxable at 12.5% (with effect from 1
April 2025).

- Short-term capital gains® are taxable at 20%.
e Other securities:
- Long-term capital gains are®taxable at 12.5%.

- Short-term capital gains are’taxable at maximum marginal rate.

3 Subject to payment of Securities Transaction Tax (‘STT’) on the transaction of acquisition (unless specifically excluded) as well as on
the sale of the shares of the SPV

4 If held for more than 12 months before sale
5 If held for less than 12 months before sale
6 In case of securities (other than debentures) if held for more than 24 months

7 In case of securities (other than debentures) if held for up to 24 months. Any gains on sale of debentures are deemed to be short-term
in nature
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Dividend income from an SPV: @
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TOP

Dividend income received by the REIT from the SPV continues to be exempt in the hands of the REIT.
Dividends distributed by the SPV to a REIT are not subject to withholding tax. However, the REIT would be
required to withhold tax (wherein dividend was received from SPV and such SPV has opted for a lower tax
regime) at the rate of 10% on the distribution of such income to unitholders.

Interest income from SPV

Interest income received by the REIT from the SPV should be exempt in the hands of the REIT. The interest
income received by REIT from SPV should not be subject to withholding tax. However, the REIT is required
to withhold tax at the rate of 5% on the distribution of such income to a foreign unitholder and at the rate

0of 10% on the distribution of such income to a domestic unitholder.

Rental income from property held directly by REIT

Rental income received by the REIT should be exempt in the hands of the REIT. Tenants are not liable to
withhold taxes on rental income paid to the REIT on the property held directly by the REIT. However, the
REIT would be required to withhold tax at the rate of 10% on the distribution of such income to a domestic
unitholder and, in the case of the distribution of such income to a non-resident unitholder, the withholding
shall be at the rates in force.

Other income of the REIT

Any other income, including income from the assets held directly by the REIT, should be taxable at the
maximum marginal rate, i.e. 30% plus applicable surcharge and cess.

4 Tax treatment at the unitholder level

Income tax on units received in exchange of shares of the SPV

Units received in exchange for shares of the SPV should not be taxable in the hands of the unitholder at
the time of such exchange. However, at the time of disposal of such units by the unitholder, the unitholder
would be liable to pay the applicable capital gains tax (the preferential capital gains regime, explained
below under the heading ‘Income tax on the sale of units by the unitholder’, would be applicable for such
units held by the unitholder).

The cost of acquisition of the shares of the SPV should be considered to be the cost of acquisition for the
purposes of computing the capital gains in the hands of the unitholder. The period of holding of the units
should be computed from the date of acquisition of the shares of the SPV.

The cost of acquisition to the unitholder shall stand reduced to the extent the distributions are not taxable
in the hands of the business trust or in the hands of the unitholder.

Income tax on units received in exchange of assets (other than shares of the SPV)

Units received in exchange for assets or securities (other than shares of the SPV) shall be taxable at
the time of such exchange. Long-term capital gains® on the exchange of assets shall be taxable at the
rate of 12.5%, and short-term capital gains shall be taxable at the rate of 30% (35% in the case of a
foreign company).

8 If held for more than 24 months.
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Income tax on the sale of units by the unitholder @
BACK
TO
Long-term capital gains® more than INR 125,000 (~USD 1,475) on the sale of listed units of a REIT by er
the unitholder should be taxable at the rate of 12.5% in the hands of the unitholder, subject to payment of

Securities Transaction Tax (‘STT’).

Short-term capital gains" on the sale of listed units of a REIT by the unitholder should be chargeable to tax
at the rate of 20%, subject to payment of STT.

STT at the rate of 0.1% should be leviable on the transaction value of the sale. Separately, STT at 0.2%
should be leviable in the case of the sale of unlisted units of REIT by a unitholder which was acquired by
way of swapping of shares of an SPV.

Minimum Alternative Tax (‘MAT’) at the rate of 15% shall be payable on profits arising (as per books of
account) from the sale of units by resident companies (not opting for the concessional tax regime)'? and
non-resident companies. In the case of Sponsors, a separate computation mechanism is prescribed for the
calculation of MAT.

Income tax on dividends received from the REIT

Dividends distributed by the REIT shall be exempt in the hands of the unitholders, subject to the condition
that the SPV distributing such dividend to the REIT has not opted for a lower corporate tax regime (i.e., the
22% tax rate exclusive of surcharge and cess). Furthermore, no taxes are required to be withheld by the
REITs on the distribution of such dividends.

However, the said exemption would not be available in the hands of the unitholders in case the SPV
distributing dividends to the REIT has opted for the lower corporate tax regime, and dividends would be
taxable at the rates applicable to the investor under the relevant Tax Treaty or the domestic tax laws,
whichever is beneficial.

Further, the REIT, while making distributions to unitholders, would be required to withhold taxes at the
rate of 10% plus applicable surcharge and cess. The withholding tax rate shall be 10%, irrespective of a
lower rate under the relevant tax treaty.

Further, the Government has brought the units of REITs under the ambit of dividend stripping' and bonus
stripping provisions.

Income tax on distributions received from the REIT

Income received by the investors as distributions from the REIT which is already taxed at the REIT level,
is exempt in the hands of the investors. The distributions received from the REIT, which are attributable

9 If held for more than 24 months.

10 Calculated on an aggregate basis on transfer of equity shares, units of equity-oriented funds and units of other business trustsin a
financial year.

11 If held for up to 24 months.

12 Taxation Laws (Amendment) Ordinance, 2019 introduced an optional tax regime for Indian companies whereby after satisfying
certain conditions, such companies can opt for a lower corporate tax rate of 22% plus applicable surcharge and cess.

13 Dividend stripping - Where any person purchases any specified securities within a period of 3 months prior to the record date and
such person (i) sells or transfers such securities within a period of 3 months after such record date, or (ii) such security within a period
of 9 months after such record date, and (iii) the dividend or income on such securities or unit received or receivable by such person is
exempt, then, any loss arising to such person on account of such purchase and sale of securities or unit, to the extent such loss does
not exceed the amount of such dividend or income received or receivable, will be ignored for the purposes of computing its income
chargeable to tax.

14 Bonus stripping - Where any person purchases any specified securities within a period of 3 months prior to the record date and such
person is allotted additional bonus securities on the basis of holding of the aforesaid securities on the record date, and if such person
sells or transfers all or any of the original securities within a period of 9 months after the record date while continuing to hold all or any
of the additional securities, then any loss arising on account of such purchase and sale of all or any of the securities will be ignored for
the purpose of computing its income chargeable to tax,. Further, the loss so ignored would be deemed to be the cost of acquisition of
such additional securities as are held by it on the date of sale or transfer of original units.
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to the interest income accrued to/received by the REIT and rental income received from the tenants with @
BACK

respect to the property held directly by the REIT, are as follows: o

TOP
e Interestincome should be chargeable to income tax in the hands of the unitholder being resident at

the applicable rates. Taxes withheld by the REIT, as discussed above, should be available as credit.
Interest income received by a non-resident unitholder should be taxable at the rate of 5%;

e Rental income should be chargeable to income tax in the hands of the unitholder at the rates applica-
ble to such unitholder (a non-resident unitholder may be allowed to take treaty benefits if available on
such income). Taxes withheld by the REIT, as discussed above, should be available as credit;

e The unitholders can make an application to Indian tax authorities to seek a lower rate of deduction of
tax or Nil deduction of tax.

Any sum received by the unit holder of a REIT which is not in nature of interest, dividend or rental income
and is not chargeable to tax in the hands of REIT, will be taxable in the hands of the unitholders as other
income. The taxable amount is to be computed based on a specified formula which effectively taxes such
sum only to the extent it exceeds the original issue price of the units.

The cost of acquisition to the unitholder shall stand reduced to the extent the distributions are not taxable
as above.

5 Tax Treatment in the hands of the sponsor

As regards the sponsor, the swap of shares in an SPV for units in a REIT is a transaction exempt from tax.
However, at the time of disposal of such units by the unitholder, the unitholder would be liable to pay the
applicable capital gains tax. The cost of acquisition of the shares of SPV should be considered to be the
cost of acquisition for the purpose of computing the capital gains in the hands of the unitholder. The cost
of acquisition to the sponsor shall stand reduced to the extent the distributions are not taxable in the
hands of the business trust or in the hands of the unit holder.

The period of holding of the units should be computed from the date of acquisition of the shares of SPV.

However, where units are received in exchange for assets other than shares in an SPV, the transaction
should be chargeable to tax. Where the exchanged assets are held for more than twenty-four months, the
rate of tax is generally 12.5%, and held for up to twenty-four months, the rate of tax is generally 30% (a
lower rate of 25% may be applicable subject to fulfilment of specified criteria).”®

MAT at the rate of 15%, if the sponsor is a corporate entity, would be applicable if not opting for a
concessional tax regime. A separate computation mechanism is prescribed for the calculation of such MAT,
which is payable only on the disposal of REIT units.

15 For FY 2025-26, where the total turnover or the gross receipt of a domestic company in FY 2023-24 does not exceed INR 4,000
million, a lower tax rate of 25% shall apply.
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®

Particulars Surcharge rate "o"
(%) Top

Domestic companies (not opting for lower tax regime)

Total income exceeding INR 10 million but not exceeding INR 100 million 7%

Total income exceeding INR 100 million 12%

Domestic companies opting for lower tax rate 10%

Foreign companies

Total income exceeding INR 10 million but not exceeding INR 100 million 2%

Total income exceeding INR 100 million 5%

Other assessees (i.e. Individual/Association of persons/Body of individual)

Total income exceeding INR 5 million but not exceeding INR 10 million 10%
Total income exceeding INR 10 million but not exceeding INR 20 million 15%
Total income exceeding INR 20 million but not exceeding INR 50 million 25%
Total income exceeding INR 50 million 37%*

Note: All tax rates quoted in this document are exclusive of a surcharge as may be applicable and health
and education cess. All the tax rates mentioned in the document would have to be increased by an
applicable surcharge for the financial year 2023-24, as tabulated below:

*|f the taxpayer opts for a new tax regime (referred to as the default tax regime), the surcharge rate shall
be restricted to 25%.

The total tax and surcharge are to be further increased by a health and education cess of 4%.

6 Exchange Control Requlations

Foreign investment permitted in REIT

Persons resident outside India, including Registered Foreign Portfolio Investors (RFPI) and Non-resident
Indians (NRI), are permitted to invest in units of REIT. RFPIs have recently been permitted to invest in debt
securities issued by REITs, subject to the terms and conditions specified in this regard.

Sale/transfer/pledge of units in REIT

Such investments can be transferred or sold in any manner or redeemed as per SEBI regulations/RBI
directions. Further, these units could be pledged by the non-resident unitholder to secure credit facilities.
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Are investments by REIT treated as foreign investment? @

BACK
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TOP

Investments by a REIT shall be regarded as foreign investments only if either the sponsor or the
manager'® is not Indian ‘owned and controlled’. If such a sponsor or the manager is foreign-owned,
such an investment is treated as a foreign investment; they would need to comply with the applicable
sectoral caps and other restrictions including a lock-in requirement of 3 years for completed and
under construction' assets. For this purpose, ownership and control of companies and LLPs are to be
determined in accordance with the regulations prescribed.

Procedural conditions

The payment for the units of REIT is to be made by inward remittance through normal banking channels,
including by debit to a Non-Resident Rupee (NRE) or a Foreign Currency Non-Resident (FCNR) account.
REIT will have to report foreign investment in the REIT to RBI in the Single Master Form. In the case of
FPI/Foreign Venture Capital Investors (FVCI), payment may be made out of their Special Non-resident
Rupee (SNRR) account.

Definition of ‘real estate business’
Under the Foreign Exchange Management (Non-debt Instruments) Rules, 2019, ‘real estate business’ has
been regarded as a prohibited sector for foreign direct investment.

The definition of ‘real estate business’ specifically excludes REITs registered and requlated under the
existing SEBI regulations from the ambit of ‘real estate business’. This potentially enables the REITs to
directly buy (and sell) real estate.

REITs investment in IFSC
The Indian Government permitted REITs incorporated in permissible jurisdictions to be listed on stock
exchanges operating in International Financial Services Centre (IFSC) in India.

International Financial Services Centre Authority (IFSCA) has prescribed the regulatory framework for
listing REITs on stock exchanges in IFSC, which is more or less in line with the SEBI requlations, with
certain differentiators.

REITs can be set up by any person/entity from India (within or outside the IFSC) or from a foreign
jurisdiction, subject to the satisfaction of requirements under the regulations.

Secondary listing of REITs listed in India (outside the IFSC) or in permissible foreign jurisdictions is also
permitted. The units of such REITs are to be traded in a currency other than the INR.
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16 Sponsor or manager can be organised in the form of a LLP
17 Exit is allowed on completion of the project or after the development of trunk infrastructure.
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Annex 1:

Key additional obligations on manager:

Formulating a vigil mechanism, including a whistle blower policy for directors and employees to report
genuine concerns. An independent service provider may be engaged by the manager for providing

or operating the vigil mechanism who shall report to the audit committee. The audit committee shall
review the functioning of the vigil mechanism;

Submitting a secretarial compliance report given by a practicing company secretary to the stock exchanges
within sixty days from end of financial year; The said report should also be annexed to annual report of REIT;

Submitting a quarterly compliance report in prescribed format to concerned stock exchange within
twenty-one days from the end of each quarter;

Laying procedures to inform members of the board of directors about risk assessment and
minimization procedures;

Complying with obligations with respect to employees including senior management, key managerial
personnel, directors and promoters and independent directors;

Constituting a qualified and independent audit committee in accordance with prescribed requlations.

Key additional obligations on board of directors of manager:

The board of directors of the manager shall comprise of not less than six directors and have not less
than one woman independent director. The quorum for every meeting shall be one-third of its total
strength or three directors, whichever is higher, including at least one independent director;

The board of directors of the manager should meet at least four times a year, with a maximum time
gap of one hundred and twenty days between any two meetings;

Reviewing compliance reports every quarter pertaining to all laws applicable to the REIT as well as
steps taken to rectify instances of non-compliances;

Setting forth the recommendation of the manager in the notice to the unitholders;

Ensuring that plans are in place for orderly succession for appointment to the board of directors and
senior management;

Laying down a code of conduct for all members of the board of directors and senior management
including duties of independent directors;

Framing, implementing and monitoring the risk management plan for the manager;

Constituting nomination and remuneration committee, stakeholders relationship committee, and risk
management committee in a prescribed manner;

Minimum information as prescribed under the relevant schedule should be placed before the board of
directors of the manager.

Other governance aspects of manager

The compliance officer, chief executive officer and chief financial officer of the manager should provide
the compliance certificate to the board of directors of manager stating the following:

a.

they have reviewed financial statements and the cash flow statement for the year and to the best of
their knowledge and belief:

(i) These statements do not contain any materially untrue statement or omit any material fact or
contain statements that might be misleading;

®
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(ii) These statements together present a true and fair view of the affairs of the REIT and are in
compliance with existing accounting standards, applicable laws and regulations;

b. There are, to the best of their knowledge and belief, no transactions entered into by the manager on
behalf of REIT during the year which are fraudulent, illegal or violative of the entity’s code of conduct;

c. They accept responsibility for establishing and maintaining internal controls for financial reporting
and that they have evaluated the effectiveness of internal control systems of the manager pertaining
to financial reporting and they have disclosed to the auditors and the audit committee, deficiencies
in the design or operation of such internal controls, if any, of which they are aware and the steps they
have taken or propose to take to rectify these deficiencies;

d. They have indicated to the auditors and the Audit committee:
(i) Significant changes in internal control over financial reporting during the year;

(i) Significant changes in accounting policies during the year and that the same have been disclosed
in the notes to the financial statements; and

(iii)Instances of significant fraud of which they have become aware and the involvement therein, if
any, of the management or an employee having a significant role in the manager’s internal control
system over financial reporting of REIT.

Annex 2:

The existing sponsor(s) proposing to disassociate as a sponsor(s) by seeking to convert the manager to a
self-sponsored manager shall comply with the following conditions:

* The REIT has been listed for a period of at least five years;

e The REIT has undertaken not less than twelve distributions on a continuous basis and has complied
with the distribution norms as per these Reqgulations in the preceding five years;

e TheREIT israted AAA by aregistered credit rating agency for a continuous period of five years
immediately preceding the exit of the sponsor;

e During the period of preceding five years, the REIT has not breached, at any time, the maximum
leverage thresholds specified in these regulations;

e The manager is meeting the net worth criteria for the sponsor as specified in these requlations;

e The minimum unitholding requirement applicable to sponsor(s) and sponsor group(s) shall be
complied with, on or after the date of conversion of the manager to self-sponsored manager, by the
manager, shareholders of the manager and/or group entities of manager:

e The sponsor(s) or its associate(s) do not own or control the manager of the REIT on or after the date of
conversion of the manager to a self-sponsored manager;

e The Sponsor has not transferred/sold assets to the REIT in the last three years and no assets/
projects shall be acquired by the REIT from the outgoing sponsor(s) for a period of one year from the
date of conversion to self-sponsored manager;

e Atleast one of the sponsor(s) proposing to disassociate should have been a sponsor of the REIT for a
minimum period of five years;

e The REIT shall not have any under-construction properties acquired from the sponsor that have not
commenced commercial operations;

e Unitholders approval in terms of sub-regulation (8) of this regulation and consent of the Trustee has
been obtained for conversion to self-sponsored manager;

e Such other condition as may be specified by the Board.
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1 General introduction @
TTOOP
Enacted year Citation REIT type REIT market
2007 - Bapepam-LK (Capital Market and Collective Investment Seven DIREs have
Financial Institution Supervisory Agency) | Contract - Real Estate been established
Regulation Number IX.M.1 No: Kep-425/ Investment Fund (Dana as of May 14,
BL/2007 dated December 18, 2007 Investasi Real Estat - 2025*

- Financial Service Authority (or Otoritas DIRE)
Jasa Keuangan (OJK) Regulation
Number 64/P0OJK.04/2017

* Based on Indonesia Central Securities Depository (Kustodian Sentral Efek Indonesia) website: https://www.ksei.co.id/
services/registered-securities/dire

A DIRE is a Real Estate Investment Fund as mentioned in the Otoritas Jasa Keuangan (OJK) (Financial
Services Authority) Regulation Number 64/P0OJK.04/2017 concerning Real Estate Investment Funds in
the form of Collective Investment Contracts (CIC).!

There are two types of DIRE, a Sharia DIRE and a conventional DIRE. A Sharia DIRE is a collective
investment scheme in real estate according to Sharia Law. Specific Sharia DIRE quidelines were issued
in 2016 based on OJK Regulation Number 30/P0OJK.04/2016, which state that a Sharia DIRE must
have 90% of its income derived from Sharia-compliant activities. If a DIRE does not comply with these
guidelines, then it is a conventional DIRE.

Currently, seven DIREs are registered as of May 14, 2025, in Indonesia, where three are listed DIRE on
the Indonesia Stock Exchange (IDX)? and four are non-listed DIRE with total assets under management
amounting to IDR 14,135,358,734,386° (approx. USD 856,688,408.14).*

Sector summary**

Listing Number of Listed Number in EPRA Sector Mkt Cap % of Global

Country REITs REIT Index (EUR m) REIT Index

Indonesia 2 1 482.02 0.02%

Top one REIT**

Mkt Cap 1yrreturn o % of Global
Company name (EUR m) (EUR) % Div Yield REIT Index
First Real Estate 372.01 15.06% 9% 0.02%

Investment Trust

** All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit
Global REITs Index (EPRA, June 2025).

1 CICis a Collective Investment Contract as mentioned in the guidance relating to Article 18 paragraph (1) letter b of Law Number 8 of
1995 concerning the Capital Market.

2 Based on the Indonesia Central Securities Depository (Kustodian Sentral Efek Indonesia) website: https://www.ksei.co.id/services/
registered-securities/dire

3 PT Kustodian Sentral Efek Indonesia - Dana Investasi Real Estate
4 USS1=1DR 16,500 on May 14,2025

EPRA Deloitte.

REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025

INDONESIA - DIRE

2

2.1

2.2

Requirements

Formalities/procedure

Key requirements

Registration with the OJK or BAPEPAM, LK and Indonesia Stock Exchange

All of the following requirements apply to both conventional and Sharia DIREs.

A DIRE may make a public offering on its participation units to public investors. If a DIRE does not list its
participation units on the Indonesia Stock Exchange, its investment manager shall buy back participation
units that are redeemed by unitholders.

A registration statement for a public offering by a DIRE shall be submitted to the OJK by its investment
manager (based on OJK Regulation No. 64/P0OJK.04/2017).

In cases where a DIRE does not make a public offering, its investment manager shall submit the CIC
of the DIRE to OJK no later than ten days following the signing of such CIC by attaching the following
documents:

a. Anydocument used in the offering; and

b. Any other contract related to the DIRE in the form of a CIC.

The requirements for listing participation units of a DIRE on the Indonesia Stock Exchange are as follows:?
1. The Registration Statement submitted to the OJK has become effective;

2. Minimum initial value of IDR 50 billion;

3. Minimum 50 unitholders; and

4. Paying a listing proposal registration fee of IDR10 million (approx. USD 606,060.616).°

Legal form/minimum share capital

Legal form Minimum share capital

CIC IDR 50 billion (approx. USD 3,365,870.08)*

*USS$1=1DR 16,500 on May 14,2025

The value of assets that will comprise the initial portfolio of the Listed REIT in the form of CIC is at least
IDR 50 billion.

A DIRE is a vehicle that is used to pool funds from public investors and then invest in real estate assets,
assets related to real estate, and/or cash or cash equivalent.

Assets related to real estate are securities or shares of both listed and non-listed real estate companies.

Real estate constitutes physical land and any buildings established on the concerned land.

5 IDX Fact Book 2019
6 USS1=1IDR16,500 on May 14,2025
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A real estate company constitutes a company whose main business activities are in the field of real estate, @

and over 50% of its income is typically derived from physical real estate assets. BACK

TOP
A Special Purpose Company (SPC) is a Limited Company that has paid-up capital and is at least 99.9%
owned by the DIRE. A DIRE can be set up with or without an SPC. However, it is usual that a DIRE does set
up an SPC and typically holds its real estate investments via an SPC. The contract should be established in
accordance with the rules and requlations promulgated by the OJK.

A DIRE is established by an investment manager and a custodian bank. The investment manager and
custodian bank of the DIRE shall fulfil their duties in good faith and in the interest of the DIRE.

Based on current regulation, post-December 2017, an investment manager that manages a DIRE shall
make sure that:’

a. Investment portfolios of DIRE can only be in the form of:
1. Tangible real estate assets of at least 80% of the net asset value, and
2. Other assets at a maximum of 20% of the net asset value, namely:
i. Assets related to real estate (see definition above);
ii. Financial market instruments; or
iii. Securities portfolio in the form of:
a) Securities issued domestically in Indonesian resident companies;

b) Other financial instruments meeting the definition of the Financial Services Authority
as Securities;.or

c) Cash/cash equivalents.
b. Investmentin real estate assets can be made:

1. Directly through the physical purchase of real estate assets, to the extent that:
i. Real estate assets are in the territory of the Republic of Indonesia; and

ii. The real estate assets that meet the following requirements:

a) Has generated an income before the real estate assets are transferred to the DIRE; or

b) Real estate assets in the form of real estate in the process of completion of construction
that generates an income no later than six months after being transferred to the DIRE; or

2. Indirectly through the ownership of shares of companies, which are owners, authorities, and
controllers of real estate assets, so that DIRE become controlling shareholders of the company.
All equity investments must be in Indonesian resident real estate companies.

c. Inthecase of DIRE investing in real estate assets in the form of real estate assets under construction,
investment Managers must:

1. Ensure the total investment value is no more than 10% of the net asset value of the DIRE;

2. Ensure that noincome dilution of the DIRE is significant during the construction period in that
all invested funds should be from new investment sources and not reinvested income generated
from the same asset;

3. There are no construction issues that can lead to the incomplete construction of real estate by
ensuring that all relevant government licences have been obtained prior to construction beginning;

7 OJK Regulation Number 64/P0OJK.04/2017
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2.3

24

4. Ensuring that the acquisition of real estate in the construction completion process is carried out
in the best interests of the holder of a DIRE; and

5. Submit additional information in the prospectus of DIRE relating to an investment in real estate
assets in the form of real estate in the process of completion of construction.

d. Inmanaginginvestmentin DIRE, the investment manager must ensure that at least 51% income of
DIRE is obtained from investment in real estate assets (typically the 80% minimum physical real
estate holding must produce more than 51% of the net income for the DIRE); and

e. Assetsthat areincluded in the portfolio of the DIRE have a strong legal foundation and are legitimate
and liquid.

Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

At least 50 shareholders No

There must be at least 50 shareholders in the DIRE after a public offering.

Asset level/activity test

Restrictions on activities/investments

- Prohibition on engaging in short selling of real estate to realise a profit margin

- Prohibition on investing in vacant land or in a property that is still under development; the activity of
development shall exclude redecoration, repairs and maintenance, and renovation

- Prohibition on lending and/or pledging real estate under its control for the interest of other persons
- Prohibition on investing in real estate and or assets related to real estate outside of Indonesia

- Prohibition on issuing debt securities

- Prohibition on engaging in a short sale (less than two years)

- Assets of the DIRE cannot form part of assets owned by the investment manager or custodian bank

DIREs shall only invest in real estate, assets related to real estate in Indonesia, and or cash or cash
equivalent.

DIREs are prohibited from investing in vacant land or in a property that is still under development.
Development activities shall exclude redecoration, repair and maintenance, and renovation.

DIREs are prohibited from lending and/or pledging real estate under their control for the interest of
other persons.

The investment manager and custodian bank of the DIRE are prohibited from acting for and on behalf of
themselves in buying and selling real estate, assets related to real estate, and other assets of the DIRE for
which they act.

DIREs are only permitted to borrow funds other than by way of issuing debt securities for the purpose of
acquiring real estate. The value of such borrowing must not exceed 45% of the value of the real estate to
be acquired.

In the case where an investment manager or custodian bank of a DIRE quits or transfers its duties to
another investment manager or custodian bank, the former investment manager or custodian bank is to
continue managing the DIRE before a replacement is appointed.
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2.6

2.7

DIREs are prohibited from engaging in a short sale of real estate to realise a profit margin.
DIREs are prohibited from transferring real estate assets that have been owned for less than two years unless:

a. Itwasclearly stated to the unitholders of the DIRE at the time of making the investment that the
intention was to sell the investment within two years; or

b. More than one-half of all existing participation unitholders of the DIRE have given their approval to
make the sale in a general meeting of unitholders of the DIRE.

DIREs are prohibited from transferring real estate assets for a price that is 90% or lower than the price
assessed by an appraiser, and the date of the valuation shall not be more than six months from the date of
the asset transfer.

Leverage

Leverage

Shall not exceed 45% of the market value of the real estate

A DIRE is only permitted to borrow funds by way of issuing debt securities for the purpose of
acquiring real estate. The value of such borrowing must not exceed 45% of the value of the real
estate to be acquired.

Profit distribution obligations

Operative income Timing

90% of its distributable income Annually

A DIRE shall distribute no less than 90% of its net after-tax profit to all unitholders every year.

In the case where a DIRE uses an SPC to hold its investments, the SPC shall distribute all returns from the
investment to the DIRE each year.

Sanctions

Penalties/loss of status rules

Administrative sanction

With no prejudice to criminal provisions in the Capital Market field, the OJK may impose sanctions
on any violation of authorities’ rule, as well as on any person that causes the violations to occur. With
no prejudice to criminal provisions in the Capital Market field, the OJK has the authority to impose
administrative sanctions, such as:

e Awritten warning;
e Afinethatis the obligation to pay a certain amount of money;
* Restrictions on business activities;

e Suspension of business;
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e Revocation of business license; @

BACK
. TO
e Cancellation of approval; and ToP

e Cancellation of registration.

3 Tax treatment at the level of the REIT

3.1 Corporate tax/withholding tax/value-added tax/duty on the acquisition of land and buildings
Acquisition

Generally, DIREs set up SPCs to acquire real estate assets. As such, the seller of the land and/or buildings
will transfer its assets to the SPC.

Transfer tax on land and building

The transfer of the land and buildings will be subject to a 0.5% final tax imposed on the purchase price.
This tax will be treated as a tax cost for the seller and cannot be recovered as a tax credit and is not tax-
deductible by the seller.

Final tax means that the tax will be imposed on the transfer value once only at the time of the transaction.
Thus, any capital gain or capital loss from the transfer should be excluded from the corporate income tax
calculation of the seller.

Transfer of shares

Where there is a transfer of shares in a company with underlying property to an SPC or DIRE, the seller will
be subject to tax at the Corporate Income Tax (CIT) rate of 22% on the capital gain (potentially reduced by
any tax losses of the seller), but no final transfer tax should arise.

For publicly listed corporates with a minimum of 40% of the shares held by public investors that also meet
certain other criteria, the applicable CIT rate is 3% lower than the reqular rate.

In the event that the transferred assets are shares listed on the Indonesian stock exchange, the applicable
tax rate is the final tax of 0.1% of the proceeds.

Transfer of bonds

From August 30, 2022, in the event that an SPC or a DIRE purchases bonds issued by a company, any
income derived from such bonds will be subject to 10% final income tax.

Value Added Tax (VAT) on the transfer of land/building

The transfer of land and buildings from a seller to a DIRE is subject to VAT at a rate of 11%. The 11% VAT can
be treated as an input VAT by the SPC. In order to be reclaimed as input VAT, the SPC must be registered
as a VAT-able entrepreneur (PKP). Once the real estate asset is leased, the SPC should impose 1% VAT on
the rental of the land and building to its customers.

Likely, the input VAT arising on the acquisition of the land and buildings by the SPC will be much higher
than any output VAT on the rental activity, resulting in a VAT overpayment. In this case, the SPC can file
arefund request to the Indonesian Tax Office (ITO) or carry forward the overpayment to the following
months. A refund request will trigger a tax audit on the SPC, which will take a 12-month period to
conclude. However, under the existing tax requlation, the VAT overpayment can be refunded in advance
within one month. This is because SPC can be qualified as a low-risk taxpayer.
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Please note that under current VAT legislation, registration as a VAT-able company is required if there is @
a delivery of taxable goods and/or taxable services exceeding IDR 4.8 billion (approx. USD 290,9098)8 BACK
within a fiscal year. While there is no requirement for a DIRE to provide this level of taxable supplies (i.e., ToP

rent), we would expect that this would be the case.

Duty on the acquisition of land and buildings

Acquisition of land and buildings is subject to a duty on the acquisition of land and buildings (BPHTB)

at a maximum of 5%. The BPHTB is charged to the party receiving or obtaining the title to the land and
buildings (i.e., the buyer); in this case, the SPC. This duty is applied to the acquisition value or the tax value
attributed to the land and buildings, whichever is higher.

Holding period

Rental income received by the SPC from tenants is subject to a 10% final income tax under Article 4(2) of
the Income Tax Law, meaning that the rental income should be excluded from the ordinary income of the
SPC. As the rental income is excluded from the ordinary income in the corporate income tax calculation,
the expenses incurred (maintenance, service charge, investment manager fee, etc.) attributable to the
income related to the rental of land and buildings shall be treated as non-deductible expenses in the
corporate income tax calculation. The non-deductible expense includes the depreciation of land and
buildings, amortisation of the duty on the acquisition of land and buildings and any other relevant costs,
such as investment management fees, etc.

The VAT on rents at a rate of 11% will be charged by the SPC to the tenants, which, when received, should
be paid to the ITO.

Any payment of management fees to a property manager, investment manager or custodian bank by the
SPC or DIRE is subject to 2% Article 23 Withholding Tax (WHT) and VAT at a rate of 11%.

In the event that the SPC or DIRE receives a coupon or interest from Indonesian bonds, the interest should
be subject to final withholding income tax at 10%.°

Under the Indonesian Harmonization Tax Law, if an SPC or DIRE receives any dividend payment from an
Indonesian listed or unlisted company, the dividend is exempted from income tax and hence not subject to
Article 23 WHT.

Further, any dividend payment from the SPC to the DIRE is tax-exempt; thus, dividend income received by
the DIRE from the SPC is not subject to corporate income tax at the level of the DIRE.

Dividends can be exempted as long as they meet the requirements, i.e., dividends are distributed based
on a general meeting of the shareholders or distributed as interim dividends in accordance with the
provisions of laws and regulations.

Based on the OJK Requlation, the DIRE is required to distribute a minimum of 90% of its net income after
tax to unitholders. There is no more tax on the income distribution received by the unitholders from the
DIRE, as the income received from the DIRE is exempt from tax under Indonesian Income Tax Law.

Exit taxation

In the event that the DIRE divests its real estate, this transaction would trigger a transfer of land and
building that would be subject to 11% VAT, which would be payable by the purchaser to the DIRE, which
would then need to be paid to the ITO, and 2.5% final income tax on the gross proceeds (based on
Government Regulation No. 34, 2016) in the hands of the SPC or DIRE. BPHTB at a rate of 5% will be
imposed at the level of the buyer.

8 USS1=1DR 16,500 on May 14,2025
9 Based on Government Regulation No. 91 Year 2021.
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3.2 Transition requlations @
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Conversion into REIT status

Not applicable

3.3 Registration duties

Registration duties

Not applicable

4 Tax treatment at the shareholder level

4.1 Domestic or foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

Distributions are tax-exempt Not subject to taxation Not applicable

Corporate shareholder

The distribution of income paid by a DIRE to a domestic corporation or a foreign tax resident is typically
tax-exempt.

In practice, any transfer of units of the DIRE between unitholders under closed-ended funds is subject
to 0.1% income tax on gross sale proceeds in the hands of the selling unitholders. Under an open-
ended DIRE, unitholders are required to sell their units to the asset manager, and the gain is exempt
from income tax in the hands of the unitholders. The ITO has not yet issued a specific requlation on this
particular transfer of units.

Individual shareholder

The distribution of income paid by a DIRE to a domestic individual or foreign individual is tax-exempt.

In practice, any transfer of units between unitholders in closed-ended funds is subject to 0.1% final
income tax in the hands of the selling unitholders. The ITO has not yet issued a specific reqgulation on
this transfer of units.

Withholding tax

Not applicable.

EPRA Deloitte.

REAL ESTATE ASSOCIATION



GLOBAL REIT SURVEY 2025 INDONESIA - DIRE

5 Tax treatment of foreign REIT and its domestic shareholder @
Foreign REIT Corporate unitholder Individual unitholder
Taxed in Indonesia if income is 22% Up to 35% income tax

accrued or derived from Indonesia

Foreign REIT

Income arising within a foreign REIT will only be taxed in Indonesia if it is accrued in or derived from
Indonesia, subject to the provisions of the relevant double tax treaties between Indonesia and the
jurisdictions in which the foreign REIT is established.

Corporate unitholder

Typically, income received by Indonesian tax resident companies is subject to CIT at a rate of 22%.

For publicly listed corporates with a minimum of 40% of the shares held by public investors that also meet
certain other criteria, the applicable CIT rate is 3% lower than the reqular rate.

Foreign tax credits can typically be considered in the corporate tax calculation. This analysis may vary
depending on the double tax treaty between Indonesia and the jurisdiction of the foreign REIT.

Individual unitholder

Typically, income received by Indonesian tax resident individuals is subject to an individual tax of up to
35%. Foreign tax credits can typically be considered in individual tax calculations. This analysis may vary
depending on the double tax treaty between Indonesia and the jurisdiction of the foreign REIT.
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1 General introduction @
TTOOP
Fund name Enacted year  Citation REIT type
Investment Trusts and Investment Trust or corporate type entities (in
J-REIT 2000 ) ) )
Corporations Law practice, only corporate type exists)
History

Japan’s REIT is known as the Japanese Real Estate Investment Trust (‘J-REIT’). It was introduced with the
amendment to the Investment Trusts and Investment Corporations Law in November 2000 (Investment
Trust Law or ‘ITL’). The ITL provides for two different types of investment vehicles: ‘Investment Trusts’ and
‘Investment Corporations (toshi hojin)’. All J-REITs have been formed so far as Investment Corporations,
and therefore, only this type of structure will be discussed below. The ITL adopts an external management
structure for J-REITs, whereby the relevant Investment Corporation is prohibited from having employees
and must outsource management by entering into contracts with a registered Asset Management
Company, Asset Custodian and General Administrator.

Under the applicable tax law, an Investment Corporation J-REIT is subject to Japanese corporate tax at an
effective tax rate of around 35%. However, a J-REIT can deduct dividends distributed to its shareholders
from its taxable income if the J-REIT complies with certain requirements under the Japanese Special
Taxation Measures Law (‘Special Taxation Measures Law’) as discussed further below.

The first two J-REITs were listed on the Tokyo Stock Exchange (‘TSE’) in September 2001, sponsored by
two of the largest real estate companies in Japan.

Currently, 57 J-REITs are listed on the TSE, and the total market capitalisation of J-REITs was around JPY
14.7 trillion as of April 2025.

In 2024, the total amount of assets acquired by all listed J-REITs amounted to JPY 1.3 trillion.

Sector summary*

Listing Number in EPRA Sector mkt cap % of Global

country ISP eI R REIT Index (EUR m) REIT Index

Japan 57 50 99,154.18 5.78%

Top five REITs*

Company name Mkt cap 1yrreturn Div vield % % of Global
pany (EUR m) (EUR) % yield 7 REIT Index

Nippon Building Fund Inc 6,666.25 24.55% 2% 0.45%

Japan Real Estate 4.946.89 2310% 4% 0.34%

Investment Corporation

Japan Metropolitan 4,326.97 20.92% 5% 0.30%

Fund Investment

’;‘A‘;r;‘;aFEﬁj' Estate 4,033.72 9.81% 5% 0.26%

Nippon Prologis REIT 3,967.00 1.22% 5% 0.23%

* All market caps and returns are rebased in EUR and are correct as of June 30, 2025. The Global REIT Index is the FTSE EPRA Nareit Global
REITs Index (EPRA, June 2025).
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2.1

2.2

Requirements

Formalities/procedure

Key requirements

- Building Lots and Building Transactions Agent Licence

- Discretionary Transactions Agent Licence

- Registration of the Asset Management Company with the Financial Services Agency
- Registration of the J-REIT with the Local Finance Bureau

As stated above, J-REITs are typically Investment Corporations that must be managed by an external
registered Asset Management Company. As of September 2007, new comprehensive regulations in

the form of the Financial Instruments and Exchange Law (‘FIEL’) came into effect to reqgulate financial
services. Although the requlations under the ITL continue to apply to J-REITs, the FIEL supersedes a part
of the ITL with respect to requlating the Asset Management Company of an Investment Corporation.

Under the FIEL, an Asset Management Company must be registered as an Investment Manager. As such,
the FIEL replaced the previous approval process with a new registration process. However, this process is
relatively similar to the former approval procedures.

The first step for a sponsor of the J-REIT is establishing an asset management company and acquiring a
‘Building Lots and Building Transactions Agent Licence’ and a ‘Discretionary Transaction Agent Licence’
from the Local Municipal Government and the Ministry of Land, Infrastructure, Transport and Tourism
(MLIT), respectively. After these licences are obtained (or at least the application is formally accepted by
the MLIT), the Asset Management Company may apply for registration as an Investment Manager with
the FSA. The requirements for the Investment Manager registration include a minimum paid-in-capital/
net assets of JPY 50 million and having sufficiently experienced personnel, most notably including a
compliance officer and a chief investment officer. Once the registration is completed, the registered Asset
Management Company can incorporate a J-REIT as a promoter of the Investment Corporation.

After the J-REIT is set up, it must be registered with the Local Finance Bureau in order to commence its
business as a J-REIT. The J-REIT will be subject to the reporting and inspection requirements of the FSA,
Securities and Exchange Surveillance Commission and the Local Finance Bureau.

Legal form/minimum share capital

Legal form Minimum share capital

Corporation (in practice) JPY 100 million

Legal form

A J-REIT must be established as a domestic Investment Corporation in compliance with the ITL. As
previously stated, a J-REIT can either be a ‘trust type’ or a ‘corporate type’ under the ITL. When the first
J-REITs were formed, the trust type was administratively cumbersome and more expensive to establish.
In addition, the corporate governance rules applicable to the corporate type J-REIT were considered

to be more attractive to investors. As a result, as of June 1, 2021, all current publicly listed J-REITs are
Investment Corporations.

Minimum share capital

J-REIT shares have only one class with voting rights called investment units. The minimum share capital
for a J-REIT required under the ITL is JPY 100 million.
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2.3 Shareholder requirements/listing requirements

Shareholder requirements Listing mandatory

- Norequirements under the Investment Trust Law (ITL)

- Special shareholder conditions in order to deduct dividend No
distribution under the Special Taxation Measures Law

Shareholder requirements

There are no shareholder (unitholder) requirements under the ITL. However, in order for the J-REIT to
deduct distributed dividends under the Special Taxation Measures Law, certain specific shareholder
(sometimes referred to as common shareholder) conditions must be met.

Listing requirements

Thereis no requirement for a J-REIT to be listed on a stock exchange under the ITL or the Special Taxation
Measures Law. A number of J-REITs are unlisted.

After J-REITs were introduced under the ITL in 2000, the TSE established the infrastructure for J-REITs to
be listed on the TSE in March 2001. The listing requirements for J-REITs include the following:

1. The J-REIT under the ITL must be a close-ended fund;

2. At least 70% of the J-REIT’s investment assets must be invested in or expected to be invested in real
estate assets, including (i) real estate, (ii) leasehold rights in real estate, (iii) surface rights, (iv) easement,
and (v) trust beneficiary interests of trusts owning real estate assets; provided that the J-REIT submits
prior to approval to its listing certain documents such as copies of the sale and purchase agreements
under which the J-REIT would acquire real estate assets;

3. Atleast 95% of the J-REIT’s total assets must be invested, or expected to be invested, in real estate
assets, assets relating to real estate assets (e.g. an interest in tokumei kumiai (TK) partnership or shares
in an Investment Corporation, which owns more than 50% of its assets in real estate assets), cash and
cash equivalents;

4. Net assets and total assets must exceed JPY 1billion and JPY 5 billion, respectively; and
5. Minimum free-float requirements (at the time of the initial listing):
e The number of outstanding shares should be 4,000 shares or more;

e Thetotal number of shares held by the ‘ten largest J-REIT shareholders’ should be 75% or less of
the total outstanding shares; and

e Thenumber of shareholders other than the ‘ten largest J-REIT shareholders’ should be 1,000 or more.

* The TSE listing rules previously required the real estate assets described in item 2 above to be located in
Japan. However, this restriction was removed in the amendments to the TSE listing rules as of May 2008.
Accordingly, J-REITs are allowed to invest in foreign real estate, either directly or indirectly, through
certain special-purpose foreign companies. Regarding the 2013-2014 ITL amendment on investments
through special-purpose foreign companies, please refer to paragraph 2.4 below.
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2.4 Asset level/activity test @

Restrictions on activities/investments

- Merely an asset holding vehicle
- Investment primarily in ‘Qualified Assets’

Under the ITL, a J-REIT is established for investments ‘primarily’ in ‘Qualified Assets’. In principle, a J-REIT
is merely an asset holding vehicle; and is not permitted to have employees and is required to outsource
asset management, asset custody and general administrative functions to external professionals.

‘Qualified Assets’ include (i) securities (including typical securities and trust beneficiary interests), (ii)
derivatives rights, (iii) real estate, (iv) leasehold rights in real estate, (v) surface rights, (vi) promissory
notes, (vii) monetary claims, (viii) interests in a tokumei kumiai (TK) partnership which are not securities,
(viiii) commodities, (x) certain commodities derivatives, (xi) renewable energy generating plants, and (xii)
public facility operation rights. ‘Primarily’ is interpreted to mean more than 50% of the total assets.

Renewable energy-generating facilities and rights to operate public facilities were included in ‘Qualified
Assets’ in 2014 in order to facilitate investments in infrastructure assets. In this connection, the TSE
created a new market for listed infrastructure funds in April 2015, and five infrastructure funds were listed
on the new market as of June 1, 2024, all of which are focusing on solar renewable energy generating
facilities. Please note that listed infrastructure funds have a listing, tax and other regimes different from
J-REITs in certain material respects.

Under the ITL, a J-REIT cannot own more than 50% of the voting shares of another company. However,

an amendment to the ITL was enacted in 2013 and became effective in 2014, making this restriction
inapplicable where a J-REIT acquires more than 50% of the voting shares in a company located in a
foreign jurisdiction whose sole purpose is to acquire, lease and dispose of real estate in that jurisdiction
as long as such company pays the J-REIT certain dividends which are distributable to the J-REIT within
six months o