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Global REIT Survey 2009

Preface

Welcome to the EPRA Global REIT Survey 2009. This year's survey represents an even more
collaborative effort than previous years, with input from six expert advisor firms from within
the EPRA membership, as well as REIT representative organisations from all corners of the
globe.

The survey continues to track the emergence of new regimes such as Spain and Finland as
well as the continuing evolution of existing REIT legislation, responding to the ever-evolving
real estate market. With the scale of the global financial problems being more severe and pro-
longed than perhaps originally envisaged this time last year, a theme emerging from develop-
ments in REIT regimes in this year's survey relates to the general operational environment
that affects this unique investment vehicle. Legislation which has an impact on the liquidity
position of REITs such as gearing restrictions, management of capital structure and distri-
bution requirements all feature strongly in the various developments witnessed in the last
year.

The financial crisis has therefore given a stress test to the general REIT model which, putting
aside poor performance in terms of share prices, has generally been seen to be a robust and
increasingly accepted choice of property investment vehicle - by both regulators and inves-
tors. However, REIT legislation will always need to be amended over time and evidence from
the more established REIT regimes show that the growth of these markets are very closely
related to amendments in the law. The market needs to gather experience and respond to the
demands of investors and this requires intensive discussions between industry representa-
tives and legislators.

Although the severe economic difficulties have perhaps put the brakes on some aspects of
development we anticipated in the REIT sector, we still believe that going forward, the more
interesting evolutionally REIT developments will relate to the extent to which particular REIT
regimes are able to capitalise on a more liquid, growing market. These include the costs/
incentives for converting to REITs or launching new REITs, costs and barriers associated with
the organic growth of REITs; and also the actual scope of ‘'real estate’ related assets which are
able to benefit from the tax efficient regime such as infrastructure, residential property and
perhaps mortgage REITs. The tax treatment of distributions to non-resident investors will also
be a key differentiating factor between national REIT regimes and will clearly have an impact
on the ability of particular REIT regimes to attract global investment.

EPRA is the voice of the European publicly traded real estate sector. It works to encourage
greater investment in listed real estate companies in Europe through the provision of better
information to investors, improvement of the general operating environment, encouragement
of best practices and the cohesion and strengthening of the industry.

Finally, I would like to thank all contributing partners for this version of the EPRA Global REIT
Survey. Special words of thanks must go to the following members of the EPRA Taxation Com-
mittee who have coordinated and edited the input to the survey from their respective firms:

Baker & McKenzie - Oliver Mesmin

Deloitte - Phil Nicklin

Ernst & Young - Matthias Roche and Dietmar Klos
KPMG - Richard White

Loyens & Loeff - Ronald Wijs
PricewaterhouseCoopers - Uwe Stoschek



The EPRA Global REIT Survey is a snapshot of the current situation as at September 2009, and
we trust you find the survey both interesting and informative. We are always pleased to hear
your suggestions for improvements and plan to continuously improve and update the latest
changes.

L.

Philip Charls
Chief Executive Officer - EPRA

Caveat: All information in this paper is based on our research as at June 2009. No reliance should be placed on nor should decisions
be taken on the basis of the contents of this brochure. Any party or individual involved in the preparation of this brochure shall bear no
responsibility for the consequences of any action taken on the basis of information contained herein, including errors and omissions.
Throughout this survey, all REIT data provided in the “Sector summary (end of June 2009)" have been kindly provided by Macquarie
Global Property Securities Analytics.

For any questions or feedback related to this survey, please contact:

Gareth Lewis
EPRA Director of Finance

EPRA

Boulevard de la Woluwe 62 Woluwelaan
1200 Brussels

Belgium

Email: info@epra.com
+32(0)2 739 1010
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Belgium (sicaF)

The Grand Place in Brussels.

1 General introduction

Enacted year Citation REIT type

SICAFI 1995 - Royal Decree of April 10, 1995 Corporate type
- Law of July 20, 2004
- Other tax laws

The Belgian equivalent to the REIT regime is known as the SICAFI (société d'investissement en
immobilier a capital fixe), and forms part of the Belgian legal system. The SICAFI was enacted
in 1995 based on the Act of December 04,1990, which was partially abrogated and replaced by
the Law of July 20, 2004 on certain forms of management of collective investment undertak-
ings, and the Royal Decree of April 10, 1995. The law of June 16, 2006, which implemented the
Prospectus Directive, modified the prospectus requirements of the Law of July 20, 2004. The
SICAFI is also subject to specific tax rules.

Sector summary (end of June 2009)

Number of companies Market cap (€bn) % of global REIT market

SICAFI 14 4.0 1.4%

Top five REITs

Market cap (€m) Sector type

Cofinimmo 1,030 Healthcare, Leisure, Office, Others

Befimmo SCA Sicafi 910 Office

Warehouses De Pauw SCA 364 Commercial, Industrial, Office, Parking, Others
Wereldhave Belgium NV 264 Office, Retail

Intervest Offices 261 Industrial, Office

8 www.epra.com
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2.2

Requirements

Formalities / procedure

Key requirements

- Licence from the Belgian Banking, Finance and Insurance Commission
- SICAFI Registration List

Firstly, the SICAFI must obtain a licence as a collective investment institution from the Belgian

Banking, Finance and Insurance Commission (BFIC). Then it can be registered on the list of

Belgian recognised investment institutions (SICAFI List). The BFIC must approve or verify the

following:

= the articles of association and the fact whether the company has been constituted for an
indefinite term;

= if it has an appropriate administrative, accounting, financial and technical organisation
which ensures an independent management;

= that its directors, or the persons in charge of daily management, have the appropriate pro-
fessional reliability and experience to ensure an independent management;

= that at least two persons in the board of directors supervise the daily management;

= that a minimum investment budget has been determined for a period of two years as of the
registration on the list of SICAFIs;

= that it has called upon one or more independent real estate experts which are responsible
for the valuation of the invested real estate. Such experts have to be chosen from a list
annexed to the application and may not have direct links to the promotion of the SICAFI;

= that the expert has the required professional reliability and experience, including the
organisation;

= the custodian is appointed by the SICAFI.

The appointment of a custodian is mandatory for all Belgian SICAFI's. To register with the
BFIC, a foreign REIT is also obliged to appoint a custodian. However, the custodian is not
required to be a citizen of Belgium. It is acceptable to appoint a custodian from the REIT's own
home country.

Only the following institutions can be appointed as custodian of the SICAFI:

= Belgian credit institutions as defined in the law of March 22, 1993 (on the legal status and
supervision of credit institutions);

= the Belgian National Bank;

= stockbroking firms and/or foreign investment firms established in Belgium (according to
the law of April 06, 1995 on the legal status and supervision of investment firms).

Legal form / minimum share capital

Legal form Minimum share capital

- Belgian public limited liability company EUR 1.25 million
- Belgian limited partnership with shares

www.epra.com 9
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Legal form

A SICAFI must be either a public limited liability company (société anonyme, SA) or a Belgian
limited partnership with shares (société en commandite par actions, SCA). The statutory seat
and general management of the SICAFI must be located in Belgium.

A foreign entity cannot qualify as a Belgian SICAFI. A foreign entity has to comply with
approximately the same rules as a Belgian SICAFI as it cannot enjoy the European passport-
ing regime. These foreign entities must therefore register with the BFIC and comply with the
aforementioned regulations.

Minimum share capital

The required minimum share capital amounts to EUR 1.25 million. In principle, each share-
holder has an equal right to participate in the profits of the SICAFI. However, different catego-
ries of shares may be issued if allowed by the articles of association.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

No requirements Yes

Shareholder requirements
There are no specific shareholder conditions to fulfil in order to achieve SICAFI eligibility.

Listing requirements

All shares of a Belgian SICAFI must be listed on a stock exchange, with a minimum of 30%
free float. Listing can only occur after a registration with the BFIC and after publication of a
prospectus. There are specific prospectus requirements for SICAFIs in Belgium. Foreign enti-
ties are subject to largely the same rules as Belgian SICAFIs and cannot enjoy the European
passporting regime. Such entities may maintain their home stock exchange listing next to
their Belgian listing.

Asset level / activity test

Restrictions on activities / investments

- The principal activity must be passive investments in real estate

- A maximum of 20% of the total assets can be invested in one real estate project
- Developments are allowed, but cannot be sold within five years of completion

- The SICAFI is allowed to hold shares in subsidiaries investing in real estate

- As an exception, the SICAFI is allowed to invest in transferable securities

The SICAFI may only invest in ‘immovable property’. This includes the following:

real estate;

option rights on real estate;

shares in affiliated companies investing in real estate;

real estate certificates;

shares of another collective investment undertakings investing in real estate; and

rights resulting from agreements pursuant to which one or more immovable good(s) is/are
leased to the SICAFI.

10 www.epra.com
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The SICAFI is not obliged to invest in Belgian real estate. The Belgian Royal Decree of April
10, 1995 states that a SICAFI may not invest more than 20% of its total assets into one single

property.

A SICAFI may develop real estate, provided that the SICAFI maintains the completed develop-
ments for at least five years.

SICAFIs are allowed to hold shares in subsidiaries investing in real estate. The subsidiary
itself can also be a SICAFI, provided it is listed. In order that the subsidiary itself can benefit
from the beneficial tax regime, such subsidiary has to take the form of either a close-ended
investment company or has to be a SICAFI (i.e. a listed company). In such cases the ‘par-
ent' SICAFI must have control of the subsidiary. For other subsidiaries there are no specific
requirements, but the favourable tax regime will not apply.

As an exception, the SICAFI is allowed to invest in transferable securities to the extent that
the articles of association authorise such investments. In such cases, investments in transfer-
able securities must be considered additional or temporary. Belgian law does not provide for
any specific minimum or maximum requirements. The BFIC will exercise its discretion when
examining the SICAFT's articles of association.

Leverage

Leverage

- Loans limited to 65% of the total assets
- Interest expenses limited to 80% of the total income

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

Profit distribution obligations

Operative income Capital gains Timing

80% of net profit Not included in the distribution obligation, Annually
if reinvested within a four-year time period

Operative income

Belgian legislation requires that 80% of the net profits are distributed on an annual basis.
Specific rules to calculate the net profit of the SICAFI are set out in the Belgian Royal Decree
of June 21, 2006. The rules of profit distribution apply to the SICAFI, regardless whether it is
domestic entity or not.

If the subsidiary of a SICAFI also qualifies as a SICAFTI itself, the subsidiary is not subject to
any profit distribution obligations.

Capital gains

Capital gains remain tax-free and are not included in the distribution obligation, provided the
capital gains are reinvested within four years.

www.epra.com n
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Sanctions

Penalties / loss of status rules

Various penalties (not necessarily resulting in the loss of SICAFI status)

If the BFIC concludes that the SICAFI does not observe the laws, regulations and/or its articles
of association, this does not necessarily lead to a loss of SICAFI status. Instead, the BFIC may,
for example, make the necessary recommendations to the SICAFI to remedy to the situa-
tion. Or, the BFIC might impose temporary sanctions (for example, a public notice). The BFIC
could also ask the market authorities to suspend the listing of the shares of the transgressing
SICAFI. The ultimate penalty would be to omit the SICAFI from the list of Belgium's recognised
SICAFIs. The SICAFI would then lose its status and would become a regular real estate com-
pany. The official loss of status would start as of the date of notification. Additionally, if there
is an intentional infringement to certain laws and regulations, a prison sentence and/or a fine
could be imposed on the directors of the SICAFIL

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

The eligible rental income is Tax-exempt N/A
excluded from the taxable basis

Current income

Theoretically, the SICAFI is subject to the Belgian corporate income tax at the rate of 33.99%.
However, the taxable basis is reduced (i.e. de facto zero taxable basis). A SICAFI is taxed on an
accrual basis only on the sum of the non-at arm's length benefits received and the expenses
and charges due that are not deductible as expenses (other than reductions in values and capi-
tal losses on shares). Since the taxable basis is subject to the above-mentioned at arm'’s length
condition, it does not include rental income or other types of business income.

Due to the fact that SICAFIs enjoy their own favorable tax regime which allows for a very
low tax basis, they are not entitled to other benefits. For example, they are not able to apply
reduced tax rates. They are also not allowed to take advantage of the Belgian participation
exemption nor the Belgian notional interest reduction regimes. Additionally, Belgian law
explicitly excludes a SICAFI from the foreign tax credit on foreign source income.

Capital gains
Capital gains are not taxable, provided they are received at arm’s length terms.

Withholding tax

In principle, non-Belgian source dividends and Belgian and non-Belgian source interest dis-
tributed to a SICAFI are exempt from Belgian withholding tax. Any withholding taxes levied
should be creditable and refundable. Belgian law strictly prohibits crediting foreign taxes
withheld.

12 www.epra.com
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Due to the fact that the SICAFI is subject to corporate income taxes, the SICAFI will qualify as a
Belgian resident. It will thus qualify for double taxation treaties, which is a major advantage.

Other taxes

The special tax regime of the SICAFI does not affect applicable local income tax. Furthermore,
the SICAFI is also subject to an annual tax of 0.08% on its inventory value at the end of the
financial year.

The SICAFI is subject to Belgian real estate withholding taxes on the Belgian real estate that it
owns, possesses, leases, has building rights to or enjoys the use thereof.

Accounting rules

The Belgian GAAP is laid down in the Act of July 17, 1975 (concerning book-keeping and the
annual accounts) as well as the Belgian Royal Decree of October 08, 1976 (annual accounts).
The GAAP rules also apply to the SICAFI. Even specific rules, such as drawing up an inventory
or the expert appraisal of real estate, are applicable. The IFRS rules are applicable to SICAFI's
keeping their books on a consolidated basis as of the financial year beginning on or after Janu-
ary 01, 2005. Other SICAFIs must be in accordance with the IFRS rules as of the financial year
beginning on or after January 01, 2007.

Transition regulations

Conversion into REIT status

- Real estate assets are to be assessed at market value
-16.995% tax on capital gains

All capital gains that occur upon SICAFI recognition or upon reorganisation (for example, in
the case of a merger) are taxable at the specific rate of 16.995% (i.e. 16.5% + 3% crisis tax).

Registration duties

Registration duties

- No capital duty
- Real property transfer tax of 10% or 12.5% (may be reduced to 5% if the SICAFI buys real estate)

No capital duty is due. Depending on the location of the real estate, SICAFI real estate sales
are subject to the 10% or 12.5% real estate transfer tax. The purchase of Belgian real estate by
a SICAFI may be subject to a reduced 5% real estate transfer tax (instead of the usual 10% or
12.5%). If the purchase or sale is subject to VAT, then no real estate transfer tax is levied.

www.epra.com 13
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Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Dividends and capital gains are - Withholding tax on dividends -15% final withholding tax

fully taxable, but if dividend is final levy - Special rules for SICAFI investing in Belgian
participation regime applies, divi- - In principle, capital gains are  real estate for private accommodation

dends are 95% tax free and capi-  tax-exempt - Participation privilege for domestic corporate
tal gains are fully tax-exempt shareholders

Corporate shareholder

Dividends received and capital gains realised are fully taxable (33.99%). However, if the
Belgian dividend participation exemption regime applies, dividends benefit from a 95% tax
deduction while capital gains are fully tax-exempt.

Under the Belgian corporate income tax law, the following requirements must be met in order

to qualify for the participation exemption on dividends:

= the domestic corporate shareholder's participation must be comprised of only fixed finan-
cial assets (non-portfolio);

= the domestic corporate shareholder must have held the legal property for an uninterrupted
period of at least 12 months, or commit to holding the property for the full 12-months period;

= the subject-to-tax requirement.

The only requirement that must be met in order to qualify for the participation exemption on
capital gains, is the subject to tax requirement.

The SICAFI qualifies as an investment company which, although in principle is subject to a tax
regime that meets the standards set out in the country where it is resident for tax purposes,
benefits from a tax regime that deviates from the normal one applicable there. Therefore, the
SICAFI does not actually fulfil the subject-to-tax requirement as mentioned above. However,
if according to the SICAFI's articles of association, at least 90% of the income received must
be distributed each year (after the appropriate deductions of the remunerations, commissions
and costs have been made) and if and to the extent that this income stems from either divi-
dends received and/or capital gains realised on shares which are eligible for the subject-to-tax
requirement, the SICAFI would still be deemed to fulfil the subject-to-tax requirement.

A return of capital is not taxable if it occurs on the basis of a regular decision in accordance
with the Belgian Company Code or a similar non-Belgian company law.

Individual shareholder
The 15% dividend withholding tax (if any) is the final levy. The withholding tax cannot be credited.

Capital gains realised on SICAFI shares are not taxable, unless the Belgian tax authorities are
able to demonstrate that the capital gain was not realised within the scope of normal manage-
ment of private assets.

According to the Belgian CIT law, a return of capital is not taxable. This only applies if the

capital decrease is performed on the basis of a regular decisions and behaviour in accordance
with the Belgian Company Code or a similar non-Belgian company law. Nevertheless, a return

14 www.epra.com
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of capital upon liquidation or redemption of the SICAFI's shares would be taxable if upon the
public offering of the shares in Belgium, the SICAFI 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 15% (withholding) tax.

Withholding tax

Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes
if the SICAFI invests more than 60% of its assets in real estate. In order to qualify for the
exemption, the real estate must be located in Belgium and used as private accommodation.
Otherwise a 15% dividend withholding tax will be levied.

If the conditions of the European Parent-Subsidiary Directive are met (e.g. a minimum partici-
pation of 10%), no withholding tax will be due on dividend distributions to a corporate domes-
tic shareholder, provided that the latter is resident in a EU-Member State. As of January 01,
2007, this Belgian domestic withholding tax exemption is extended to dividends distributed to
companies resident in countries with which Belgium concluded a Tax Treaty.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

- 15% withholding tax -15% withholding tax - Tax treaty relief available

- At certain conditions 0% - At certain conditions 0% withholding - Parent-Subsidiary Directive
withholding tax tax applicable

- Capital gains tax- exempt - Capital gains tax-exempt

Corporate shareholder

Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes
if the SICAFI invests more than 60% of its assets in real estate. In order to qualify for the
exemption, the real estate must be located in Belgium and used as private accommodation.
Otherwise a 15% dividend withholding tax will be levied.

Capital gains and a return of capital are, in principle, not taxable in Belgium.

Individual shareholders

Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes
if the SICAFI invests more than 60% of its assets in real estate. In order to qualify for the
exemption, the real estate must be located in Belgium and used as private accommodation.
Otherwise a 15% dividend withholding tax will be levied.

Capital gains and a return of capital are, in principle, not taxable in Belgium.

Withholding tax

If the conditions of the European Parent-Subsidiary Directive are met (e.g. a minimum partici-
pation of 10%), no withholding tax will be due on dividend distributions to a corporate foreign
shareholder. This is the case provided that the corporate foreign shareholder is a resident
of another EU-Member State. As of January 01, 2007, the Belgian domestic withholding tax
exemption is extended to dividends distributed to companies resident in countries with which
Belgium concluded a Tax Treaty.

A non-resident shareholder may be entitled to a withholding tax reduction under the Double
Taxation Treaty between Belgium and his/her country of residence.

www.epra.com 15
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Tax treatment of foreign REIT and its domestic

shareholder

Foreign REIT Corporate shareholder Individual shareholder
No specific tax privilege No specific tax privilege No speacific tax privilege
Foreign REIT

A foreign REIT is not eligible for the REIT regime and is therefore subject to the ordinary Bel-
gian non-resident income tax. The net income of the foreign REIT will be taxable at a rate of
33.99%.

Corporate shareholder
The tax treatment of a domestic corporate shareholder of a foreign fund depends on the spe-
cific characteristics of the fund.

If the foreign fund has no legal personality, then the corporate investor is deemed to have
invested in real estate himself/herself. 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 fund 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 fund with legal personality, the corporate investor will not be deemed
to have invested in real estate but in the fund itself. The same rules apply for the dividends
received and the capital gains realised on the shares in a Belgian SICAFI. The foreign with-
holding tax levied on dividends received from a non-Belgian real estate fund is a tax deduct-
ible item.

Individual shareholder
The tax treatment of a domestic individual shareholder of a foreign fund depends on the spe-
cific characteristics of this fund.

If it concerns a foreign fund without legal personality, the individual investor will be deemed
to have invested in real estate himself. The same rules apply for corporate investors.

Concerning a foreign fund with 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 25% to 15% plus communal surcharges. The foreign withholding tax levied
on the dividend income would be deductible from the Belgian taxable basis. Capital gains rea-
lised on foreign real estate fund shares are treated in the same way as capital gains realised
on SICAFI shares. B

16 www.epra.com
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Bulgaria (spic)

1 General introduction

The Cathedral of the Assumption in Varna, Bulgaria.

Enacted year

SPIC 2004

Citation

REIT type

Special Purpose Investment Corporate type
Companies Act (SPICA)

The SPIC regime was introduced with the Special Investment Purpose Companies Act (SPIC),
which came into force on January 01, 2004.

Sector summary (mid of June 2009)

Number of companies

SPIC 19

0.2

Market cap (€bn) % of global REIT market

0.1%

Top five REITs

Advance Terrafund

Bulgarian Real Estate Fund Inc

Elana Agricultural Land Opportunity
Sopharma Properties REIT
Prime Property BG

Market cap (€m)
44
25

22
18
17

Sector type
Agricultural,Land

Agricultural, Hotel, Industrial, Land, Office,
Residential, Retail

Agricultural
Commercial, Office, Residential

Leisure, Office, Residential, Retail

www.epra.com 17
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Requirements

Formalities / procedure

Key requirements

- Licence from the Financial Supervision Commission
- Listing on Bulgarian Stock Exchange authorisation
- 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 licence within six months as from its registration with
the Commercial Register.

In addition, upon the incorporation of a SPIC, the constituent meeting is obliged to pass a reso-
lution for initial capital increase up to at least 130% of the initial share capital. This first capital
increase can be performed only on the basis of a prospectus authorised 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 partin
the subscription of shares from the capital increase. Said rights must be listed on a regulated
market (the Bulgarian Stock Exchange).

Legal form / minimum share capital

Legal form Minimum share capital

Joint stock company BGN 500,000
(EUR 255,646)

Legal form

A SPIC can only be established and operate as a public joint stock company (AD). Its 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. The same
requirement applies to its service companies, which are required for certain SPIC activities.

Minimum share capital

The minimum share capital requirement for a SPIC (at the time of incorporation) is BGN
500,000 (EUR 255,646). The share capital must be fully paid in 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 increase of registered capital via an IPO should amount to not less than 30% of the ini-
tially registered capital.

18 www.epra.com
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Bulgaria

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

- At least 30% of the capital shall be owned by an Yes
institutional investor
- No more than 50 founders

Shareholder requirements

Upon the incorporation of a SPIC, at least 30% of the capital shall be subscribed by an institu-
tional investor. An ‘institutional investor' is not legally defined by the SPIC. However, accord-
ing to FSC guidelines, an institutional investor is described as a bank, insurance company,
licensed pension fund or other financial institution, which are subject to the supervision of
the FSC. Foreign legal entities may also act as institutional investors if approved by the FSC.
An institutional investor may also have a licence granted by the FSC. As an alternative to FSC
supervision, banks are subject to special legal acts. It is 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.

There is no clear rule regarding which stock exchange the SPIC must be listed on. However,
based on the analysis of the current regulations, it seems that the SPIC can only be listed
the on the Bulgarian Stock Exchange. Before it may do so, the SPIC's IPO prospectus must be
approved by the FSC (which only approves IPO prospectuses of the Bulgarian Stock Exchange).
However, as of January 01, 2007, the Bulgarian legislation has introduced new amendments
related to public offering of securities. These amendments also make reference to the regu-
lated security markets of other EU member states. Therefore, according to the relevant amend-
ments, it is expected that SPICs may be listed on other EU stock markets as well.

Asset levels / activity tests

Restrictions on activities / investments

- No more than 10% of the SPIC's assets may be invested in mortgage bonds

- No more than 10% of the SPIC's assets may be invested in service companies
- No investments allowed in real estate subject to legal dispute

- Real estate investments must be located in Bulgaria

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

= purchasing real estate (which must be located in Bulgaria) and limited property rights to
real estate, carrying out real-estate construction and improvements (for property manage-
ment, renting, leasing, sales), and

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

SPICs can invest up to 10% of their assets in mortgage bonds. SPICs are entitled to invest up to
10% of their assets in service companies. No other investments in shares are allowed.
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A SPIC may not directly perform the maintenance services of the acquired real estate. The SPIC
must delegate these services to one or more service companies. These companies can engage
in the following activities: servicing and maintaining acquired real estate, constructing and
improving real estate, servicing the receivables, keeping and safeguarding the accounting
records and other reporting correspondence, and many other necessary activities.

Leverage

Leverage

Short-term loans cannot exceed 20% of income generating asset

The only introduced debt financing limitation concerns loans granted for settlement of inter-
est 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

90% of the net income of the year Included in net income Distribution until the end of the
following 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.

Capital gains

Special rules determining the formation of the profit of a SPIC are set out under the SPICA, 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 will cancel the SPIC's licence if:

= the SPIC does not begin activities within 12 months after receiving the licence;

= the SPIC has provided wrongful information (based on which the licence was granted);
= the SPIC does not fulfil all SPIC requirements;

= the SPIC systematically breaches SPIC rules.

Furthermore, SPICs are not allowed to change their legal form. Doing so would result in a loss
of status.

If licence is cancelled by the Financial Supervision Commission, the company will be treated
as an ordinary company for tax purposes.

SPICs which breach the profit distribution obligation may be penalised between BGN 5,000
(EUR 2,500) and BGN 10,000 (EUR 5,113).
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Bulgaria

Tax treatment at the level of REIT

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 into the
financial result of the SPIC, which is exempt from corporate taxation.

Other taxes

Other taxes may be applicable to SPICs such as VAT at a standard rate of 20% and annual real
estate tax in the range of 0.05%-0,2% (the exact rate is determined by the municipality where
the property is located).

Accounting rules
Unless provided by the SPIC regime, the rules provided by the IFRS apply.

Transition regulations

Conversion into SPIC status

The tax legislation does not envisage any special rules for SPIC

Registration duties

Registration duties

- Transfer tax of 1.3% to 2.6 %
- Land Registrar Entrance Fee of 0.1%

A real estate transfer tax the rate of which varies between 1.3% and 2.6% (the exact rate appli-
cable 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% are levied on the purchase price
of the real estate. For tax purposes, the purchase price may not be less than the tax value as
defined by the municipal authorities (in compliance with the Local Taxes and Fees Act).
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Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Dividends are subject to corpo- - 5% withholding tax on distributions  To credit withholding tax is not
rate income tax is the final levy possible

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

Corporate shareholder

Dividends

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

Capital gains
Capital gains realised from the sale of SPIC shares could be tax-exempt.

A return of capital distribution
Under the Bulgarian tax legislation, capital decrease is subject to the same tax treatment as
dividend distribution.

Individual shareholder
If dividends are distributed to resident physical persons, a 5% domestic final withholding tax
is applied. Capital gains realised on the sale of the SPIC shares could be tax-exempt.

Withholding tax

For individual shareholders and corporate shareholders who are not merchants a withholding
tax of 5% applies. It is not possible to credit this withholding tax. Dividend distributions to
corporate shareholders are exempt from withholding tax.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
- Dividends are subject to a 5% with- - Dividends subject to a 5% with- - Treaty relief might apply
holding tax holding tax

- Possibility of dividend tax reduction - Possibility of dividend tax reduc-
- dividends distributed to EU/EEA enti-  tion

ties are tax exempt - Capital gains could be tax-exempt
- Capital gains could be tax-exempt

Corporate shareholder

A 5% domestic tax rate, or the lower respective DTT withholding tax rate, applies. DTT protec-
tion can be obtained following a successful completion of the advance clearance procedure
under the Tax and Social Security Procedure Code. This option would only be selected if the
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Bulgaria

DTT would offer a more favorable withholding tax than the domestic tax law. In addition,
dividends distributed to EU/EEA entities are exempt from taxation.

Individual shareholder

Dividends paid to foreign individuals face a 5% withholding tax unless a more favourable
rate is provided under an applicable DTT, which is again applicable on the same conditions
for corporate shareholders. Capital gains could be exempt from taxation, as long as the SPIC
shares are listed on the stock exchange.

Withholding tax

A 5% withholding tax will be levied if the recipient is not an EU/EEA entity. Treaty relief may
be available.

Tax treatment of foreign REIT and its domestic
shareholder

Income realised by a foreign REIT from Bulgarian source

Foreign REIT

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

Income realised by Bulgarian 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
Corporate shareholders are taxed on the income from dividends distributed by a foreign cor-
poration, except for dividends from EU/EEA residents.

Individual shareholder

Individual shareholders are taxed on the income from dividends distributed by a foreign cor-
poration under the general rules. B
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Finland reir
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1 General introduction / history / REIT type

Enacted year Citation REIT type REIT market
FINNISH REIT 2009 Act on Tax Incentives for  Private limited com- To be established
certain Limited Companies pany (closed-ended)
Carrying on Residen- Public limited com-
tial Renting Activities pany (closed-ended)

(24.4.2009/299).

The Finnish REIT was introduced with effect from January 01, 2009 by the Finnish Act on
Tax Incentives for certain Limited Companies Carrying on Residential Renting Activities
(24.4.2009/299). Under this regime, a Finnish REIT is fully exempt from paying corporate
income tax. However, penalty tax charges may apply on a REIT in certain circumstances.

No REITS have yet been created under the regime.

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:
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2.2

= the company does not carry on any other activities than renting of property and certain
ancillary activities, such as property administration and maintenance and cash manage-
ment. Property development on own account is permitted;

= 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) (mea-
sured using financial statements);

= the company does not hold any other assets than property, equipment required by its ancil-
lary 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 in subsidiary companies;

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

= each shareholder must hold less than 10% of the share capital of the company; and

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

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

year as a REIT:

= the company must distribute as dividends at least 90% of its net income for each financial
period. However, the company may retain 40% of its net income for the purposes acquiring
property during a subsequent period of seven years;

= the company’s shares must be listed on a regulated market or must be upon application
admitted to trading on a Multi-lateral Trading Facility in the European Economic Area. Upon
application to the Finnish tax authorities, this requirement may be dis-applied during the
first two tax years as a REIT;

= the company does not distribute profits in any other form than as dividends; and

= the company or its mutual real estate company subsidiaries have not been involved in
transactions the purpose of which is 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). Fail-
ure to fulfil this requirement may result 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 to the tax return.

Legal form / minimum share capital

Legal form Minimum share capital

Private limited company (closed-ended) EUR 5 million
Public limited company (closed-ended)

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 com-
panies except for shares in mutual real estate companies.
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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 share Yes

capital
Requirement to be listed on a regulated market or admit-
ted upon application to trading on a Multi-lateral Trading
Facility in the European Economic Area

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 a regulated market within one year of commencement of its activities, unless the
FIN-FSA grants an exemption from this requirement.

Under the Finnish Act on Tax Incentives for certain Limited Companies Carrying on Residen-
tial Renting Activities (24.4.2009/299), a REIT's shares must be listed on a regulated market
or admitted upon application to trading on a Multi-lateral Trading Facility in the European
Economic Area. Upon application to the Finnish tax authorities, this requirement may be dis-
applied 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 e.g. property administration
and maintenance and cash management are allowed. Development on own account is permitted.

- More than 80% of the net income must be derived from the renting of residential property (measured using finan-
cial statements)

- More than 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 other any other activities than 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 follow-

ing requirements are met:

= the REIT disposes of less than 10% of its properties during a tax year (measured using bal-
ance sheet values);

= shares in mutual real estate companies have been held for five years, and at least ten years
have elapsed from the initial use of the buildings owned by a mutual real estate company;
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= more than five years have elapsed from a comprehensive modernisation fulfilling certain
criteria (as defined in legislation).

The financial restrictions are:

= at least 80% of the net income must be derived from the renting of residential property; and

= at least 80% of the total assets must consist of shares in mutual real estate companies or
residential real property (as defined in legislation).

Leverage

Leverage

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

The REITS total liabilities may not exceed 80% of the total assets under (consolidated) finan-
cial statements.

Profit distribution obligations

Profits Capital gains Timing

As a general rule, 90% of the net  Realised capital gains are included in  Not defined
income must be distributed the distribution obligation
Dividends

A REIT must distribute as dividends at least 90% of its net income for each financial period.
However, the company may retain 40% of its net income for the purposes of acquiring prop-
erty during the subsequent period of seven years. Should such undistributed funds not be
used for acquisition of newly constructed residential properties (as defined in legislation)
within the said seven year period, a tax charge of 10% will arise on the REIT on the shortfall
in property acquisitions.

Capital gains
Gains arising from the disposals of property fall under the distribution obligation.

Sanctions

Penalties / loss of status rules

Tax charges not necessarily resulting in the loss of the REIT status

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

Where less than 80% of the net income (excluding capital gains) is derived from renting of

residential property, a tax charge of 20% will arise on the REIT on the shortfall in the income
from renting of residential property.
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The REIT will incur a 28% tax charge on the amount equivalent to the dividend paid to a
shareholder, holding greater than or equal to 10% of shares in the REIT.

A REIT must distribute as dividends at least 90% of its net income for each financial period.
However, the company may retain 40% of its profits for the purposes of acquiring property
during the subsequent period of seven years. Should such undistributed funds not be used for
acquisition of newly constructed residential properties (as defined in legislation) within the
said seven year period, a tax charge of 10% will arise on the REIT on the shortfall in property
acquisitions.

Disposals of property are permitted, but may result in a penalty tax charge unless the follow-

ing requirements are met:

= the REIT disposes of less than 10% of its properties during a tax year;

= shares in mutual real estate companies have been held for five years, and at least ten
years have elapsed from the initial use of the buildings owned by a mutual real estate
company;

= more than five years have elapsed from a comprehensive modernisation fulfilling certain
criteria (as defined in 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.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

All income of a Finnish REIT Disposals of property are permitted,  Distributions to Finnish resident indi-
is fully exempt from corporate but may result in penalty tax charges  viduals are subject to tax prepayment
income tax unless certain conditions are met withheld at source

Under Finnish domestic law, dividends
by a Finnish REIT to a non-resident
recipient will be subject to 28% with-
holding tax at source, subject to appli-
cable tax treaties

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

Capital gains

Disposals of property are permitted, but may result in a penalty tax charge unless the follow-

ing requirements are met:

= the REIT disposes of less than 10% of its properties during a tax year;

= shares in mutual real estate companies have been held for five years, and at least ten
years have elapsed from the initial use of the buildings owned by a mutual real estate
company;
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= more than five years have elapsed from a comprehensive modernisation fulfilling certain
criteria (as defined in legislation).

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

Under domestic law dividends by a REIT to a non-resident recipient will be subject to 28%
withholding tax at source, subject to applicable tax treaties.

If an overseas jurisdiction levies a withholding tax on payment to a Finnish REIT, the REIT
will not be able to obtain a 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 for
ordinary property companies.

Accounting rules

As a general rule, accounting rules apply in the same way that they apply for ordinary prop-
erty companies.

Transition regulations

Conversion into REIT status

Conversion charge of 26% of the unrealised gains on all assets held by 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 26% conversion charge is levied on the unrealised gains on all
assets held at 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 1.6% (shares) or 4% (real property) (no different within the REIT regime)

Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Tax at source

Dividends distributed by a Finnish Dividends distributed by a Finnish The REIT must withhold tax at source
REIT are fully taxable at 26% REIT are capital income fully taxable  on dividends paid to Finnish indi-
at 28% viduals and pay it forward to the Tax
Administration
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Under the Finnish Act on Tax Incentives for certain Limited Companies Carrying on Residen-
tial Renting Activities (24.4.2009/299), dividends distributed by a Finnish REIT are defined as
fully taxable income for Finnish recipients.

Corporate shareholder
Dividends distributed by a Finnish REIT are fully taxable at 26%.

Capital gains on disposal of shares in REITS are taxable under normal capital gains tax rules.

Individual shareholder
Dividends distributed by a Finnish REIT are capital income fully taxable at 28%.

Capital gains on 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.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
- 28% final withholding tax on - 28% final withholding tax on divi- - Tax treaty relief may be available.
dividends (subject to tax treaties) dends (subject to tax treaties) Should be treated as a dividend dis-
- Disposal of shares in a Finnish - Disposal of shares in a Finnish REIT tribution under most tax treaties
REIT should typically be outside  should typically be outside the scope - Parent-Subsidiary Directive not
the scope of Finnish capital of Finnish capital gains tax applicable
gains tax

Corporate shareholder
Under domestic law dividends by a REIT to a non-resident recipient will be subject to 28%
withholding tax at source, subject to the applicable tax treaties.

Gains on disposals of shares in a Finnish REIT could be subject to tax at 26% in case at least
50% of the REIT's assets are direcily 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.

Individual shareholders
Under domestic law dividends by a REIT to a non-resident recipient will be subject to 28%
withholding tax at source, subject to the applicable tax treaties.

Gains on disposals of shares in a Finnish REIT could be subject to tax at 28% in case 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.

Withholding tax

A non-resident shareholder suffers the withholding tax of 28% no matter if corporate or indi-
vidual, 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.
EU Parent-Subsidiary Directive not applicable.
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Tax treatment of foreign REITs and its
domestic shareholders

Foreign REIT Corporate shareholder Individual shareholder

Taxed under normal Finnish tax ~ Taxed at 26%, dividends may be 70% of a dividend from a listed
rules wholly or partially tax-exempt company is taxed at 28%
Foreign REIT

A foreign REIT will be taxable under normal Finnish rules.

Corporate shareholder

A foreign REIT distribution to a Finnish corporate shareholder is likely to be treated as a nor-
mal dividend (which may be fully or partially tax exempt under certain conditions) from the
non-resident company (will depend on structure of foreign REIT).

Individual shareholder

A foreign REIT distribution to a Finnish individual shareholder is likely to be treated as a
normal dividend from the non-resident company (will depend on structure of foreign REIT).
As general rule, 70% of a dividend from a listed company is taxed at 28%, whereas a dividend
from a non-listed company is divided into capital income (taxed at 28%), earned income (taxed
at progressive rates) and tax exempt income under a certain formula. m
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France (sic)

Grand Arch in La Defense, Paris, France.

1 General introduction

Enacted year Citation

Slic 2003 Article 11 of the Finance Act for 2003
Administrative Guidelines from the
French Tax Office

Article 11 of the Finance Act for 2003 (Law #2002-1575 of December 30, 2002) introduced
a pure tax regime applicable to listed real estate asset investment companies (sociétés
d'investissement immobiliers cotées, SIICs). 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 Amended Finance Act for 2004, the Finance Act for 2005, the Amended Finance Act for
2006, the Amended Finance Act for 2007, the Finance Act for 2008 and the Finance Act for
2009. In addition, the French tax authorities (FTA) published administrative tax guidelines on
September 25, 2003

Sector summary (end of June 2009)

Number of companies Market cap (€bn) % of global REIT market

French SIIC 46 32.2 1.3%
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France

Top five REITs
Market cap (€m) Sector type
Unibail-Rodamco SE 8,992 Office, Retail
Klépierre 3,352 Industrial, Office, Retail
ICADE 2,885 Industrial, Office, Others, Residential, Retail
Gecina SA 2,776 Healthcare, Hotel, Logistic, Office, Residential
Fonciére des Régions 2,501 Logistic, Office, Others, Parking, Residential

The main new legislative change that occurred during 2008/2009 was introduced by the
Finance Act for 2009 which has given one more year for the SIIC to adjust to the 60% test on
shareholding (one single shareholder or a group of shareholders acting as one cannot own
60% or more of a SIIC). This test which was due to enter into force as from 2009 for all SIICs
was not met by 11 SIICs, whose shareholders were unsuccessful in selling a portion of their
interest due to the economic situation. The counterpart of this dead line extension has been
an increase from 16.5% to 19% of the exit tax rate as well as additional sanctions for exiting
the SIIC regime.

Besides, despite the crisis, additional real estate companies have opted for the SIIC status
during the period as Cofinimmo, Immobiliere Frey and MRM. It is however expected that this
movement will slow down due to the financial crisis. Indeed many SIIC are currently traded
with a discount over their NAV, which may be as high as 60% for those with high gearing.

The very positive effects of the 210E tax-break, which allowed favorable treatment of capi-
tal gains on sales of property by corporates to SIIC purchasers inter alia, which was due to
expire at the end of 2008 has been extended until end of 2011. The industry has been able to
demonstrate the positive impact of this measure in encouraging the move in ownership of
commercial property from the corporate to the public savings’ market, and it is still hoped that
the measure may be reintroduced in some effective form.

The approval of the first OPCI (unlisted tax flow-through property funds - successors to the
earlier inflexible SCPI model) has stimulated an in-depth review of governance requirements
in the sector, both within the industry and by the market authorities (AMF). This has par-
ticularly focused on relationships with external managers (which is not the standard model
in the French SIIC sector), on disclosure of conflicts of interest and transactions with related
parties, and on valuation practice. The FSIF has demonstrated its attachment to transparency
in this area by in July 2008 publishing, with the approval of the AMF, a voluntary Code for its
members based on EPRA best practice (EPRA BPR).

The SIIC regime has attracted a number of foreign companies such as Corio, Rodamco

Europe and Wereldhave (Netherlands), Hammerson (UK), Cofinimmo and Warehouse de Paw
(Belgium).
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Requirements

Formalities / procedure

Key requirements

- The election letter must be filed with the competent tax office for the parent company with a list of the subsidiar-
ies which also elect
- Subsidiaries' list must be updated once a year

In France, an eligible real estate investment company (i.e. the parent company) may elect to
apply for the SIIC regime within the first four months of the financial year (assuming that the
SIIC regime is applying for the first time). An election may also be made by any corporate
subsidiary which engages in qualifying activities and is directly or indirectly held by one or
several listed parent companies that have themselves elected for the SIIC regime as parent. In
order for such a subsidiary to qualify, the parent company(ies) must have, together, at least a
95% ownership.

The election letter must be filed with the competent tax office for the parent company with a
list of the subsidiaries which also elect. The list must be updated every year, together with the
company's annual corporation tax return.

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

Due to the changes in the company's tax regime, the process of election results in a partial
cessation of business. Therefore, the listed parent company and its elected subsidiaries must
file a specific cessation tax return.

The election is irrevocable. Once it is made, the eligible companies may not waive it. The
election is also considered global because it applies to all the properties and shares in the
qualifying partnerships (Article 8 of the FTC).

In the event where 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 the applicable tax treaty), the SIIC election would apply to such properties. However,
these properties, upon specific election, may be definitively excluded from the SIIC regime,
either (i) on the date of 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.

In addition, capital gains earned upon the sale and/or the contribution of properties, rights
over properties, financial lease agreements, shares in real estate companies, to a SIIC or its
qualifying subsidiaries until December 31, 2011 are taxable at a reduced rate of 19% provided
that the SIIC or its qualifying subsidiaries keep the sold and/or contributed shares, properties
or right over properties for at least five years and retains them within the tax-exempt sector. If
the purchaser, or the beneficiary company of the contribution is a qualifying subsidiary that
elected for the SIIC regime, the 19% reduced rate is applicable, provided that the qualifying
subsidiary remains in the SIIC regime for at least five years as from the sale or contribution.
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Legal form / Minimum share capital

Legal form Minimum share capital

- Joint stock company EUR 15 million
- Partnership limited by shares

Legal form

The parent company must be a corporation (Société Anonyme) or any other company with
capital divided into shares that can be listed (e.g. Société en Commandite par Actions as
opposed to Société par Actions Simplifiée). The SIIC regime does not contain specific condi-
tions that the parent company must be incorporated under French law or that it must be a
tax-resident in France.

In order to qualify for the SIIC regime, the subsidiary company must be directly or indirectly
held by one or several listed SIIC parent companies. The parent companies must have validly
elected for the SIIC regime and own at least 95% of the subsidiary. The subsidiary must also
meet the activity requirements. The only other requirement for qualifying subsidiaries is that
they must be subject to French corporate income taxes, either due to their legal form or tax
election.

Foreign companies which are listed on the French stock exchange and which comply with
other SIIC conditions may elect for the SIIC regime as parent, 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 have a permanent establishment in France and
is subject to French corporate income tax. The foreign company's French assets and shares of
qualifying French subsidiaries are recorded as assets of the branch for French tax purposes.

Minimum share capital
The share capital of the listed parent company must equal at least EUR 15 million.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

- Investors cannot hold more than 60% of share capital  Yes
and voting rights

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

Shareholder requirements
Since January 01, 2007, the SIIC regime has been characterised by these new conditions:

An investor (other than a SIIC parent) or a group of investors acting in concert pursuant to
article L. 233-10 of the French Commercial Code (i.e. persons who have entered into an agree-
ment in order to buy or sell voting rights, or to exercise voting rights in order to implement a
policy in relation to a company) cannot hold, either direcily or indirectly, more than 60% of
the share capital and voting rights of the listed parent company. Any SIIC, already in existence
on January 01, 2007 benefits from a three-year grace period to allow it to adapt to this new
rule. After this period, the rule must be permanently complied with.
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At the time of the election, at least 15% of the listed parent company’s share capital and voting
rights must be held by investors who individually, directly or indirectly, own less than 2%. This test
aims to ensure a minimum level of free float before the company can elect for the SIIC regime.

Listing requirements

The parent company must be listed on a French stock exchange. This condition does not pre-
vent French SIICs from also being listed on foreign stock exchanges. Additionally, it is possible
for foreign SIICs to be listed on the French stock exchange.

Asset level / activity test

Restrictions on activities / investments

- Principal activity restricted to rent out the property
- No required asset level
- Real estate development may not exceed 20% of the 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 to rent out the property as
well as direct or indirect portfolio investments in partnerships (sociétés de personnes) or other
companies liable to corporate income tax. The partnerships and companies in which the SIIC
invests, should also have business activities and goals similar to the SIICs.

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 qualify-

ing activity. Income from these activities would be fully taxable. Qualifying ancillary activi-

ties are most notably comprised of the following:

= the financial leasing of properties (crédit-bail immobilier) entered into before 2005, pro-
vided 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 (financial leasing contracts entered into
after January 01, 2005 is a qualifying leasing activity eligible to the SIIC regime). This
applies to entities that are lessee under a financial lease and grant a sublease to tenants;

= other activities 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
leases is disregarded. If these qualifying ancillary activities are performed through subsid-
iaries, then only the book value of the participation and current-account receivables would
be considered for the purposes of the 20% test.

However if the SIIC parent company or subsidiary entered, after 2005, into a financial lease
for a building that is sub-let to tenants, this activity is considered as an eligible activity. On the
other hand, a financial lease which was entered into before 2005 does not qualify.

Since January 01, 2007, the regime is also applicable with respect to assets which the listed
parent company and elected subsidiaries enjoy a usufruct right to, or which they leased under

certain long-term leases (baux emphythéotiques) or building leases (baux a construction).

The qualifying activity may be conducted outside of France, either directly or through sub-
sidiaries.

In the event where income and gains deriving from directly-held properties located abroad
would not be exclusively taxable in the foreign jurisdiction where the property is located
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(under the applicable tax treaty), the SIIC corporate income tax exemption would apply to such
properties. However, these properties, upon specific election, may be definitively excluded
from the SIIC regime, either (i) on the date of 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 SIIC regime may also apply to the listed parent company's subsidiaries provided that the

subsidiaries are as follows:

= liable to French corporate income tax;

= at least 95% directly or indirectly owned by one or several listed SIIC parent company dur-
ing the entire fiscal year (in which the SIIC regime was applied for);

= identical to a SIIC in terms of corporate business purpose (including ancillary activities).

Since January 01, 2007, it has been possible to create joint ventures between two SIIC groups.
This is possible due to the fact that a subsidiary may elect for the SIIC regime only if its share
capital is held by one or several listed parent companies, which have already elected for the
SIIC regime.

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

Leverage

Leverage

Thin capitalisation rules

The French SIIC regime does not provide specific leverage restrictions. However, new French
thin capitalisation rules apply to corporate taxpayers for taxable years as of January 01, 2007.
These new rules also apply to companies that have elected for the SIIC regime. Under certain
conditions, the rules limit the deduction of interest on group loans.

The new French thin capitalisation rules only apply to related party loans. A related party is
defined as (i) a company that controls (or having a de facto control), directily or indirectly, more
than 50% of the capital of the French borrowing company, or (ii) any company that is under
the direct or indirect control of a person that also controls, directly or indirectly, more than
50% of the capital of the French borrowing company.

The impact of the thin capitalisation rules is to increase the amount of the SIIC's exempt rea-
lised income, which is subject to compulsory distribution to shareholders.

Profit distribution obligations

Operative income Capital gains Dividends Timing

85% of tax-exempt profits  50% of capital gains 100% of dividends Annually
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Operative income

At least 85% of the tax-exempt profits from qualifying leasing activities (including profits rea-
lised 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 50% of capital gains resulting from the sale of (i) rights relating to leasing contracts
(il) properties (includes the sale of property by directly held partnerships or pass-through enti-
ties) (iii) shares of qualifying partnerships or (iv) shares of corporate subsidiaries that have
elected for the SIIC regime (this includes 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.

Dividends

100% of the dividends paid by SIIC's subsidiaries which have elected for the SIIC regime must
be distributed before the end of the tax year in which they are declared.

Sanctions

Penalties / loss of status rules

- Profit and gain exemption is denied for the financial year in which the distribution shortfall appears.

- Latent capital gains subject to the exit tax upon election for the SIIC status could be retroactively subject to a
corporate income tax rate of 34.43% (including the 16.5% or 19% exit tax deduction) and latent capital gains built
during the years of application of the SIIC status could be taxed at a 25% tax rate in case the SIIC leaves the sta-
tus within ten years as from election.

If a parent company or a qualifying subsidiary that has elected for the SIIC regime does not meet
the minimum distribution obligation, the profits and gains exemption is denied for the financial
year with respect to which the distribution shortfall appears. If the tax administration were
to conduct a tax audit and reassess the exempt profits or gains, the reassessed amount would
normally be fully taxable because it would not have been distributed in due time. However, the
reassessed amount would not be considered taxable if it is already covered by previous excess
distributions of the 85% and 50% requirement based on initially reported profits and gains.

If the listed parent company no longer fulfills the conditions for the SIIC regime, then the
rental income and capital gains would become fully taxable from the beginning of the finan-
cial year with respect to which the loss of status takes place. For instance, this could occur in
the case of de-listing or if the non-qualifying ancillary activities exceed the applicable thresh-
old or if one shareholder - or a group of share holders acting in concert - owns more than
60% of the share capital or voting rights of the SIIC (note that this 60% condition will enter
into force as from 2010 only for SIIC already in existence on January 01, 2007). In addition, if
the loss of status occurs within ten years after the initial SIIC regime election, then the latent
gains would be retroactively subject to a corporate income tax at the standard rate (currently
33.33%, 34.43% with surcharges) after deduction for the 16.5% or 19% exit tax already paid on
such latent gains.

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 begin-
ning of the financial year in which loss of status occurs. This could result if, for example, more
than 5% of its capital shares are sold to an unrelated entity that is not a SIIC parent.
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If a loss of status were to occur (and by conirast to loss of status of the listed SIIC parent),
there would be as well a recapture of the latent gains which were recognised upon the initial
election and which benefited from the exit tax of 16.5% or 19%.

In the case of a merger or acquisition of one SIIC by another SIIC, the exemption regime
remains valid insofar as the distribution conditions are executed by the acquirer. In the case
of acquisition, the target SIIC parent, which becomes a subsidiary as a result of that acquisi-
tion, must remain subject to SIIC regime (as a subsidiary) for the remainder of the ten-year
period from its own election as SIIC parent.

The Finance Act for 2009 has added the following main sanctions in case the SIIC exits the

status :

= Undistributed earnings relating to tax-exempt profits are taxed at the standard corporation
tax rate on the fiscal year when the quoted company exit the status;

= Latent capital gains built during the years of application of the SIIC status are taxed at 25%
(subject to a rebate of 10% per year)

= 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 exit the
regime).

Tax treatment at the level of REIT

Corporate income tax

Current income Capital gains Withholding tax

Eligible income tax-exempt Eligible capital gains tax-exempt - In principle domestic sourced income
not subject to withholding tax
- The taxes 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 elected for the

SIIC regime are, in principle, subject to French corporate income tax. However, the following

income is fully exempt from corporate income tax, provided that the distribution require-

ments are met:

= Income realised directly or through qualifying partnerships from qualifying leasing activi-
ties. The benefit of the exemption regime has been extended to financial lease contracts
entered into after January 01, 2005. Since January 01, 2007, it has also been extended to
certain long-term leases (baux emphythéotiques) or building leases (baux a construction).

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

= Since January 01, 2007, the listed parent company may acquire shares of another SIIC
company and thus benefit from the dividend tax exemption provided by that SIIC. In order
to receive this benefit, the parent company must hold at least 5% of the other SIIC's capital
shares and voting rights for at least two years, and 100% of the dividends paid must be
distributed before the end of the tax year during which they are granted. Since January 01,
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2008, the listed parent company may benefit from the dividend exemption in respect of
dividends received from (i) a Société de placement a prépondérence immobiliére a capital
variable (‘SPPICAV'), or (ii) a foreign REIT provided the 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 activi-
ties, from the disposal of participation in qualifying partnerships or other pass-through
entities, or from disposal of the participation in qualifying corporate subsidiaries that have
elected for the SIIC regime are fully tax exempt.

Capital gains are only considered tax-exempt if the acquirer is unrelated to the seller. Two
entities are considered to be related to each other if one of the two directly or indirectly holds
the majority of the capital shares of the other (or has de facto control), or if both of the entities
are directly or indirectly under control of the same entity.

Since January 01, 2007, the straight sales of properties among members of the same SIIC group

may, however, benefit from an exemption under certain conditions (with a roll-over 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:

= Non-depreciable assets (e.g. land): for tax purposes, the acquirer takes over seller's basis.
Capital gain upon a subsequent sale would therefore, for tax purposes, be computed from
this rolled-over tax basis, which will increase the 50% distribution obligation;

= 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 rep-
resents more than 90% of the value of the depreciable assets). This recapture increases
the exempt income and therefore the amount of the compulsory 85% distribution, which
in practice offsets the increased depreciation allowances (which themselves reduce the
exempt income and the distribution obligation).

Withholding tax

If a French listed company or subsidiary receives foreign source income that is subject to
French corporate income tax, the tax withheld could be credited if a double tax treaty allows.
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 Comité de la Réglementation Comptable adopted a Resolution on December 12,
2002 (Regulation CRC, December 12, 2002, #2002-10.) which 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 as from January 01,
2005. Accordingly, French SIICs will also be subject to the IFRS rules regarding depreciation
and property impairment.

Transition regulations

Conversion into REIT status

- Exit tax payment
- Tax losses carried forward are deductible from exit tax basis
- Remaining losses are cancelled
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As a result of SIIC election, the listed parent company and its electing subsidiaries experience

a cessation of activity and a tax regime change. Under ordinary tax rules, this would trigger

immediate taxation of deferred profits and latent capital gains. Upon the transition, the fol-

lowing tax rules apply:

= The parent company and the corporate subsidiaries which elect pay a mandatory exit tax
(a flat rate which was increased from 16.5% to 19% as from 2009) on latent capital gains on
properties and on interest in qualifying real estate partnerships. The exit tax is payable
in four instalments (every December 15, for the first four years after election). Conversely,
there is no taxation of the latent capital gains on participation held in qualifying corporate
subsidiaries. However, there is a roll-over of tax basis on these latent capital gains;

= The latent capital gains on other assets are tax-exempt, but subject to roll-over tax basis;

= The tax losses carried forward are deductible from the exit tax basis and remaining losses
are cancelled.

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

Registration duties

Registration duties

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

The French tax costs arising from property acquisition are:

= Notary fees equal to 0.825% of the property purchase price. These fees are negotiable only
if they exceed EUR 80,000;

= Land registration fees amounting to 0.1% of the purchase price of the property;

= Depending on the nature of the property, either (i) a 19.6% VAT plus a 0.715% reduced reg-
istration duty, or (ii) registration duties at the standard 5.09% rate.

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

= Pursuant to article 257-7 of the FTC, the French standard VAT of 19.6% applies to (i) property
transfers that have been completed less than five years before the transfer date and that
have never been transferred to persons other than estate assets traders before, (ii) property
transfers of either land on which a building will be erected by a purchaser within four
years from purchase or building that require totally reconstruction by the purchaser;

= The sale is subject to French registration duties at a rate of 5.09% liquidated on a fair mar-
ket value of the properties if (i) the properties were built more than five years ago, and (ii)
there is no intent to fully refurbish or rebuild these properties.

The acquisition of shares or interests in French unlisted subsidiaries or partnerships is subject

to registration duties at the rate of 5%. The 5% registration duty does not apply to the transfer
of shares from the subsidiary to the parent company since the latter is listed.
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Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- Dividends and capital gains are - Capital gains and 60% of the value of the  N/A
taxed at a standard rate of 34.43% dividends are subject to French income tax
- Return of capital is normally tax-free - The return of capital is normally tax-free

Corporate shareholders

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

Dividends paid out of the tax-exempt income and gains are fully subject to French corporate
income taxes at the standard rate. They are not eligible for exemption pursuant to the domes-
tic parent subsidiary regime.

Dividends paid out of the taxable portion are also subject to corporate income taxes at the
standard rate. However, if the qualifying parent companies hold at least 5% of the shares
of the SIIC for at least two years, it could be eligible for the domestic parent-subsidiary 95%
dividend exemption.

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

The tax treatment of capital gains arising from the sale of the SIIC shares differs depending on
whether the capital gains are earned upon the sale of the listed parent company or upon the
sale of its qualifying subsidiaries that have elected the SIIC regime.

Capital gains earned on the sale of the listed parent company shares are subject to corporate
income taxes at the standard rate of 33.33% (34.43% including surcharges). The rate could
be reduced to 19% (19.627% including surcharges) 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.g. treated as participating shares for accounting purposes, which generally
requires shareholding of 5% at least).

Capital gains arising from the sale of qualifying subsidiaries shares are subject to corporate
income tax at the standard rate of 33.33% (34.43% including surcharges).

Individual shareholder

Dividends paid out of tax-exempt income and gains are subject to French income tax at a pro-
gressive rate and also to the 12.1% additional social contribution tax. However, SIIC shares may
be held within the framework of a favorable tax stock investment scheme (plan d'épargne en
actions: PEA). If so, the dividends from these shares would be income tax-exempt. However,
social contribution tax of 12.1% would still be applicable. The tax exemption would only apply
if all PEA income and gains from share disposal would be reinvested into the PEA for a mini-
mum of five years.
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Dividends paid out of taxable income and gains are also subject to French income taxes at a
progressive tax rate as well as to the 12.1% additional social contribution tax.

As of January 01, 2006, dividends (paid out of either taxable or tax-exempt income/gains)
received from a SIIC are subject to income tax on 60% only of their amount. Such dividends
benefit also from a yearly allowance of EUR 1,525 for taxpayers filing separately or EUR 3,050
for couples filing jointly. This also gives rise to a tax credit of up to 50% of the distributed divi-
dends within the limit of EUR 115 for taxpayers filing single/separately or EUR 230 for couples
filing jointly. The 12.1% social contribution tax still applies to the full amount received (before
the 40% tax allowance).

Alternatively, as of January 01, 2008, dividends may be subject upon election to a withholding
tax at a flat rate of 18% (plus 12.1% social contributions). The tax basis is the dividend income
received (no tax basis reduction is available). The election is irrevocable, but may apply only
to a portion of the dividends received. However, the taxpayer, who elects for the 18% with-
holding tax for a portion of the dividends, loses the benefit of the 40% allowance for all the
dividends received in the same calendar year.

French individuals deriving capital gains from the sale of SIIC shares are subject to an income
tax at a flat rate of 18% if the realised global value of security dispositions during the calendar
year exceeds a threshold currently set at EUR 25,730 (per fiscal household). In addition, the
capital gains are subject to the 12.1% social contribution tax.

A return of capital distribution is normally tax-free. However, any reduction of capital shares
or share premium distributions will be treated as a tax-free return of capital only to the extent
that all reserves or profits have already been distributed. The latter condition is not applicable
to share redemption.

Withholding tax
In principle, dividends paid to French tax residents are not subject to a withholding tax.

Foreign shareholders

Corporate shareholder Individual shareholder Withholding tax

- Final withholding tax for divi- - Final withholding tax for dividends - Generally 25% withholding tax (or a
dends 15% in the case of substantial partici- reduced treaty tax rate)

-15% in the case of substantial pation - EU Parent-Subsidiary Directive not
participation applicable

Corporate and individual shareholders

Subject to applicable double tax treaty, dividends distributed by a French parent company or
a qualifying subsidiary having elected for the SIIC regime are subject to a withholding tax at
the rate of 25% when paid to non-resident shareholders. If the shareholders are resident of a
treaty country, they may 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 income tax
liability in their home jurisdiction.

EU corporate shareholders owning more than 15% of SIIC shares are not eligible for the with-

holding tax exemption pursuant to the EU Parent-Subsidiary Directive to the extent that the
received dividends are paid out of the tax-exempt SIIC income.
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A return of capital is normally tax-free. However, any capital share reduction or share pre-
mium distribution be treated as a tax-free return of capital only if all reserves or profits have
already been distributed. This latter condition does not apply in case of share redemption.

Capital gains realised on the sale of the listed parent company shares are taxable in France at
a flat rate of 19% rate only in case of substantial participation (more than 10%) and subject to
double tax treaty.

Capital gains realised on the sale of qualifying subsidiaries’ share that have elected for the

SIIC regime are taxable in France at a flat rate of 33.33% and subject to double tax treaty.

Anti-abuse Measures

Specific levy of 20%

Applicable to the dividends paid by the parent company to domestic or foreign shareholders under certain circum-
stances.

Since January 01, 2007, there is a specific levy regime applicable to the dividends paid by the
parent company to domestic or foreign shareholders under certain circumstances.

The parent company must assess and pay a levy of 20% in respect of the dividends distrib-
uted if the beneficiary of the dividends (i) is a French or foreign taxpayer other than a natural
person (ii) which holds, directly or indirectly, at least 10% of the financial rights of the parent
company at the payment date, and (iii) which is either exempt from any corporate tax on the
dividends or subject to tax thereon at a low rate (i.e. a rate lower than 11.12%).

Tax treatment of foreign REITs and its
domestic shareholders

Foreign REIT Corporate shareholder Individual shareholder
Election for SIIC regime possible ~ Same treatment as domestic share- Same treatment as domestic share-
holders of SIIC holders of SIIC
Foreign REIT

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

Accordingly, the rental income of a foreign company is taxed in France as long as the relevant
properties are located in France. In this respect, the foreign company can benefit from the
SIIC exemption 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 require-
ments, see supra 2.2, 2.3 and 2.4).
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Maine River and the spectacular skyscrapers of Frankfurt, Germany.

General introduction

Enacted year Citation REIT type

G-REIT 2007 Law on German real estate joint  Corporate type
stock companies with publicly
quoted shares (Real Estate Invest-
ment Trust law - REIT law)

After intensive three-year political discussions, 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 01, 2007 with retroactive effect as of January 01, 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 by the Tax Amendment Act
2009 (Jahressteuergesetz 2009). One of the major changes was that shareholders may 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. The
following introduction is based on the new rules.

The tax authorities published on July 10, 2007 an 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.

Up to now two REITs are listed, and 12 companies are registered at the Federal Central Tax

Office (Bundeszentralamt fiir Steuern) as pre-REITs. The listed companies, Alstria AG and Fair
Value AG, have together a market capitalisation of approx. EUR 0.4 billion.
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Sector summary (end of June 2009)

Number of companies Market cap (€bn) % of global REIT market

G-REIT 2 0.4 0.1

German REITs

Market cap (€m) Sector type

Alstria Office REIT-AG 266 Office, Residential, Retail
Fair Value REIT-AG 29 Industrial, Logistic, Office, Retail
Requirements

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 registra-
tion.

The main requirements for the registration of a G-REIT are as follows:

= joint stock company with minimum share capital of EUR 15 million;

= corporate seat and place of management in Germany;

= 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.);

listing at stock exchange;

at least 25% widely held shares at IPO (after listing reduced to 15%);

direct shareholding of a shareholder must be less than 10%;

asset, equity and activity requirements (see under no. 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 which 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 (see no. 3.2). At the end of each busi-
ness year following the year of registration, the pre-REIT must prove to the Federal Central Tax
Office that its activities comply with certain G-REIT requirements.

With the exception of the exit tax rules, the taxation of the pre-REIT follows the general tax
rules applicable for corporations.
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For the registration as a pre-REIT the company must fulfil the following requirements:
= joint stock company;
= 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 total assets must consist of immovable property;

= 75% of its gross earnings must be derived from renting, leasing, letting and disposal of real
estate;

= a pre-REIT service company's assets may not exceed 20% of the pre-REIT's total assets;

= 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.

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 (Aktiengesell-
schaft - AG). The company's name must include the words “REIT-Aktiengesellschaft" or any
other reference, which 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 stan-
dard regulations 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 pay-
ment of the issuance price.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

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

- A shareholder is 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, it is not allowed that a single shareholder directly holds 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 is not applicable to an indirect shareholding. Consequently, holding
structures legally allow circumventing this threshold.

At the end of each calendar year, the G-REIT is obliged to inform the Federal Financial Service
Agency (Bundesanstalt fiir Finanzdienstaufsicht) of the shares which are widely held. The
Federal Financial Service Agency will inform the Federal Central Tax Office if the 15% widely
held shareholding requirement is not met. The REIT law provides for further reporting require-
ments which 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 by one year 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 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
portfolio) 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 resi-
dential purposes, are prohibited if the property is located in Germany and was built prior to
January 01, 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 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, but not via a Ger-
man corporation. A German corporation may only be held for such purposes if the company
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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 0% general partner in the real estate
partnership.) This refers to the 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 as well as
through a 100% owned German or foreign property corporation of the G-REIT.

Leverage

Leverage

The equity must equal at least 45% of the total asset value of 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 is existing, 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 lever-
age of a G-REIT cannot exceed 66.25%.

Profit distribution obligations

Operative income Capital gains Timing
90% of net income of the year Deferral of 50% of the capital gains Distribution is required until the end
from real estate assets 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. The 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 year in 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:

= if less than 90% of the gross earnings are distributed, the penalty amounts to 20% to 30%
of the difference;

= if less than 75% of the assets consist of immovable property, the penalty amounts to 1% to
3% of the difference;

= if less than 75% of the gross earnings is derived from qualifying income, the penalty
amounts to 10% to 20% of the difference;

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

If for three consecutive years, the G-REIT continuously violates one and the same qualifying
requirement as defined by the REIT law, 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 for 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.

If 10% 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 share-
holder forfeit his dividend or voting rights. However, he would only be able to exercise the
rights of a double tax treaty applicable for a shareholding of less than 10% of the G-REIT's
shares.

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 aforemen-
tioned 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.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

All income is tax-exempt Capital gains are tax-exempt Reduced withholding tax on distribu-
tions 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.
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Consequently, the income of a subsidiary or a partnership of the G-REIT (the latter is, accord-
ing to German tax principles, only tax transparent for corporate income tax but not for trade
tax) remains subject to taxation at their level. In this context it should be noted that German
trade tax law provides under certain requirements for a trade tax exemption for income from
real estate.

Capital gains
As is 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-fifth 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 depre-

ciated using the straight line method.

The thresholds which must be met by the G-REIT (see no. 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.

Transition regulations

Conversion to REIT status

- 50% tax exemption on conversion into a G-REIT for eligible assets
- 50% tax exemption on disposal of eligible assets to the G-REIT or pre-REIT

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 liquidation 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. However, in the case that real estate is transferred to a
G-REIT by way of a conversion into G-REIT status, only 50% of the capital gain becomes tax-
able (so-called exit taxation) if the real estate asset was acquired/constructed by the converted
entity before January 01, 2005, and further provided that the conversion is made with legal
effect prior to January 01, 2010.

A seller is taxed on only 50% of the capital gain from the sale of German real property to
a G-REIT or a pre-REIT, if (i) as of January 01, 2007, the property was an asset of a German
business of the seller for a period of at least five years, (ii) the property was not considered
inventory, and (iii) the purchase agreement was executed after December 31, 2006, and prior
to January 01, 2010. The exit tax is also applicable for Sale-and-Lease-Back transactions.
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The exit tax privilege will not be granted in case of certain transactions, which were tax privi-
leged under other rules.

The exit tax privilege will retroactively be withdrawn if inter alia the G-REIT or pre-REIT dis-
poses of the land and the buildings within four years of concluding the contracts as mentioned
above or if the pre-REIT loses its status as pre-REIT. The party acquiring the property will be
jointly liable for the taxes, which arise as a result of losing the exit tax privilege.

Registration duties

Registration duties

Real estate transfer tax

The transfer of real estate to and from a G-REIT is not exempt from real estate transfer taxes
of generally 3.5% of the sales price (Berlin and Hamburg: 4.5%). 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 for the conversion of a limited liable
company (GmbH) into a stock corporation (AG).

Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

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

Corporate shareholder

The taxation of dividends at the level of the corporate shareholder depends on the taxation of
the underlying income (pre-taxed profits) distributed by the G-REIT. Pre-taxed profits of a G-REIT
can be caused by the taxation of profits of a 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. In case the
underlying income has been taxed with at least 15% German corporate income tax or a compara-
ble foreign income tax and certain further requirements are met, dividends sourced by such pre-
taxed profits are 95% tax exempt at the shareholder level. Otherwise, dividend income remains
subject to corporate income tax at the level of the corporate shareholder at ordinary tax rates.

Capital gains on the disposals of G-REIT shares are always subject to corporate income tax at
ordinary tax rates.

Individual shareholder

From January 01, 2009 onwards, dividends and all (i.e. short- or long-term) capital gains on the
disposition of shares in a G-REIT realised by individuals as non-business income are subject to
a (in principle) 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 01, 2009
remain tax exempt provided that the shares were held for more than one year and the share-
holder did not own an interest of 1% or more in the G-REIT at any time during the five years
preceding the sale of the shares.

Capital gains on privately held shares acquired on January 01, 2009 and onwards are fully
subject to personal income tax (i.e. the final withholding tax does not apply), where the
shareholder owned during the five years preceding the sale an interest of 1% or more in the
G-REIT.

Dividends received by individuals as business income are fully subject to personal income
tax, unless the underlying income has been taxed with corporate income tax as outlined
above (see under corporate shareholder). In case the underlying income has been taxed, the
dividends are only with 60% subject to personal income tax.

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

Withholding tax

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

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

- Final withholding tax for divi- - Final withholding tax for dividends - 25% plus a 5.5% solidarity surcharge,
dends - Generally, tax exemption for capital resulting in a rate of 26.375% (or a

- Generally, tax exemption for gains reduced treaty tax rate or a reduced
capital gains withholding tax rate for foreign cor-

porate shareholders)
- EU Parent-Subsidiary Directive not
applicable

Corporate shareholder

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

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,
several 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 as for foreign corporate shareholders.
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Withholding tax

German domestic tax law provides that the foreign corporate shareholder is principally
entitled to a 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 to a rate
of 15.825%.

A double tax treaty may reduce the dividend withholding tax rate which amounts under Ger-
man tax law to totally 26.375% (25% withholding tax plus 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. An exemption to this rule is, for
example, the double tax treaty with Ireland. It provides for a reduced withholding tax rate of
10% for portfolio investments. Entitlement to a refund also requires that the investor qualifies
for the treaty benefit under the German anti-conduit rules.

A corporate shareholder will 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.

Tax treatment of foreign REITs and its
domestic shareholders

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

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 tax-

able at the corporate shareholder level as far as the dividend was not sourced by pre-taxed

profits (like in the case of dividends received from a G-REIT). A foreign REIT is qualified under

the following cumulative requirements:

= the REIT is not domiciled in Germany;

= the gross assets of the REIT consists of more than 2/3 of immovable property;

= more than 2/3 of the gross earnings are derived from rental, leasing, letting and disposal
of immovable property; the distribution deriving from immovable property of the REIT do
not carry underlying foreign taxes like the German corporate income tax;

= the REIT is not under the supervision of a financial supervision commission;

= the shares of the REIT are listed at an organised market.

In order to avoid the double taxation any foreign withholding taxes levied on distributions
will be credited in Germany (Switch-over clause).
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Dividends received from a non-qualifying foreign REIT are taxed according to general German
tax principles depending on the qualifications of the foreign REIT as a corporation or transpar-
ent entity. If the non-qualifying REIT is under German tax principles a corporation, 95% of the
dividends and capital gains from the disposal of the shares in the REIT would be tax-exempt
at the level of the corporate shareholder.

Individual shareholder

As of January 01, 2009, dividends distributed from a qualifying foreign REIT as defined by the
REIT Act, are taxable at the individual shareholder level with a flat rate of 25% plus solidarity
surcharge (like in the case of dividends received from a G-REIT). Dividends received from a
non-qualifying foreign REIT are taxed according to German tax principles depending on the
qualifications of the foreign REIT as a corporation or transparent entity. If the non-qualifying
REIT is under German tax principles a corporation, dividends and capital gains from the dis-
posal of the shares would be subject to taxation at the level of the individual shareholder with
a flat rate of 25% plus solidarity surcharge. m
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(Greece (REIC)

The Acropolis - at the heart of ancient finance.

General introduction

Enacted year Citation REIT type

REIC 1999 Law 2778/1999 (REIT Law) Corporate type

Greek Law recognises the legal forms of Real Estate Mutual Funds (REMF) and Real Estate
Investment Companies (REIC) which are basically regulated by Law 2778/1999 (hereafter ‘REIT
law’). Although the exact term ‘REIT' does not exist in the Greek legislation, the REIC could
be qualified as such. The REIT law was introduced in December 1999, and has been amended
thereafter by L. 2992/ 2002.

Only two REICs currently exist in Greece and they have been set up and managed by Greek
banks (see below). The investor base of those REICs is predominantly made up of Greece-
resident companies and individuals. The tax and regulatory legislation applicable to Greek
REICs is often imprecise and several grey areas still exist, particularly in respect of certain
tax aspects of REICs. The existing grey areas in the tax legislation will be identified in more
detail throughout this report.

Sector summary (end of June 2009)

Number of companies Market cap (€bn) % of global REIT market
REIC 2 0.5 0.2%
Top five REICs
Market cap (€m) Sector type
Eurobank Properties Real Estate Investment Co 434 Industrial, Office, Others, Parking, Retail
Trastor Real Estate Investment 84 Infrastructure, Office, Parking, Retail
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Requirements

Formalities / procedure

Key requirements

- Prior operating licence issued by the Hellenic Capital Market Commission required
- Functions are supervised and regulated accordingly

A Greek REIC has the legal form of a Société Anonyme and is subject to all the formalities (and
procedures set out by Greek Corporate Law (L.2190/1920). Moreover, its incorporation requires
a prior operating licence issued by the Hellenic Capital Market Commission. Its activities are
also supervised and regulated accordingly.

Its operating activity must solely consist of managing a portfolio of real estate and certain
‘capital means' (defined as certain highly liquid and short-term investments in bonds and
certain marketable securities). A REIC's investments in securities (other than real estate) are
monitored by a Greek-based custodian bank.

A thorough description of investment policy and real estate use must be submitted to the Hel-
lenic Capital Market Commission for the issuance of the REIC's operating licence.

A REIC must file an application for its listing on the Athens Stock Exchange or in another EU
Stock Exchange within one year of its incorporation.

For a REIC to be considered Greek and hence be regulated by REIT Law, its statutory seat must
be in Greece. There are no provisions in Greek law, which define a company as foreign if its
management is seated abroad. However, the effective place of management criterion is used
by the Greek tax authorities when an overseas entity has its effective place of management
in Greece. Nevertheless, this scenario should be avoided in order prevent the authorities from
questioning the nationality of the company.

It should be noted that no foreign managing company (even an EU company) may be the
manager of a Greek REIT. In order for the REIT law to apply, the management company must

be a Greek resident.

REICs' investments in securities (not in real estate) must be supervised by a custodian bank
operating in Greece.

No possibility of a pre-REIC structure is provided by the Law.

Legal form / minimum share capital

Legal form Minimum share capital
Listed Société Anonyme Approx. EUR 29 million
Legal form

A REIC must have the legal form of a Société Anonyme listed on the Greek Stock Exchange or
another EU Stock Exchange.
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Minimum share capital
The required minimum share capital amounts to EUR 29,350,000.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

Acquisition of shares by founders, shareholders, Board  Yes
Members, CEOs and their relatives is not allowed

Shareholder requirements
The acquisition of the REIC's shares by its founders, shareholders, Board of Director Members,
CEOs, and by their relatives up to the third degree is forbidden.

The transfer of REIC's immovable property to founders, shareholders, Board of Director Mem-
bers, CEOs, and by their relatives up to the third degree is forbidden.

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

Listing requirements

The REIC's stocks must be listed either on the Athens Stock Exchange or another EU Stock
Exchange.

Asset level / activity test

Restrictions on activities / investments

- At least 80% of the total assets must be real estate.

- Investment in capital market means (as previously defined under 2.1 above)

- Investment in development / redevelopment property limited to 25% of the value of the asset being developed /
redeveloped

- Greek REICs may invest in at least 90% of the shares of Sociétés Anonymes (A.E.) having as special purpose the
investment in real estate

- Moveable and immovable assets owned by a REIC for its own operation purposes may not exceed 10% of the
REIC's investment assets

- May invest abroad

- Investments in non EU-members states may not exceed 10% of total real estate investments

- May not invest in a single property exceeding 25% of the REIC's total assets

At least 80% of the total assets must consist of real estate, cash, bank deposits and/or securi-
ties of equal liquidity.

Greek REICs may invest in at least 90% of the shares of Sociétés Anonymes (A.E.), having real
estate investments as their special purpose, and of which the total capital is invested in real
estate as defined below.

Real estate situated in third countries may also be included, provided that it does not exceed
the 10% of total real estate investments of the company (art.17 para 3 Law 3581/2007).

For REIT law purposes, ‘real estate’ means real estate situated in Greece or the EU, which is

owned by the company as full or bare owner or as a beneficial owner (usufructuary) and that
may be used for business facilities or for other commercial or industrial purposes.
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Greek REICs are no longer required to maintain the 10% of total assets in investments in cash,
bank deposits and capital market means (art. 17 para 2 Law 3581/2007).

A REIC may invest in development / redevelopment property as long as the construction /
redevelopment costs do not exceed 25% of the value of the assets being developed / redevel-
oped.

The REIC may also invest in other non-real estate assets serving its operational needs and
which, together with operational real estate, do not exceed 10% of the value of the investment
real estate at time of purchase.

The REIC is only allowed to invest a maximum portion of 10% of the company’s assets in
‘securities’. There are no legal restrictions if the securities consist of a subsidiary’s shares.
Regarding a partnership structure, the partnership interest would no longer be considered

‘securities’. Hence, such investment is not allowed.

A Greek REIC may not invest in a single property exceeding 25% of its total assets.

Leverage

Leverage

- Overall leverage must not exceed 50% of the REIC's assets
- Leverage linked to development property must not exceed 25% of value of the real estate under development
- Specific 10% of total net equity rule for the purchase of real estate

Financing through either loans or credits must not exceed 50% of the REIC's assets (art. 17 para
5 Law 3581/2007).

Loans received by the REIC for the purchase of real estate for its operational requirements (i.e.
non-investment property) must not exceed 10% of the total net equity of the REIC minus the
total investments in real estate. The value of such loans is not included in the 50% threshold
mentioned above.

Profit distribution obligations

Operative income Capital gains Timing

35% of its annual net profits No obligation Annually

Operative income

The REIC should generally distribute at least 35% of its annual net profits to its shareholders.
The distribution of a lesser percentage or no distribution at all is only allowed pursuant to a
Shareholders Resolution (provided a clause exists in the REIC's Articles of Association for the
creation of a tax-free reserve or for the distribution of free shares accompanied by a share
capital increase).

Capital gains

Capital gains do not need to be distributed. By virtue of a resolution of the General Assembly
of Shareholders of the REIC, capital gains may be allocated in a special reserve to cover losses
from the sale of securities.
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Sanctions

Penalties / loss of status rules

- Violations may trigger the imposition of penalties
- No loss of REIT status

The REIC would not lose its tax status if it deviates from its obligations according to the appli-
cable law.

Tax penalties may be applied at different levels on a case-by-case basis depending on the
nature of the infringement.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

Investment and liquid assets taxed Tax treatment not specified in the N/A
at 10% of European Central Bank legislation
(ECB) interest rates plus 1%

Current income

REICs are subject to a special taxation rate, which amounts to 10% of the European Central
Bank (ECB) interest rate in force (Reference Interest Rate) increased by 1% and is calculated
upon the average of their investments plus any available funds (cash and securities), at their
current value, as shown in their six-month investment tables. For example, assuming ECB
interest rate of 4%, the tax rate would be calculated as follows: 10% x (4% + 1%) = 0.5%. The tax
is payable by the REIC. Its shareholders have no further tax liability. 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.

Capital gains

The existing tax legislation does not specifically deal with the treatment of capital gains aris-
ing from the disposal of a REIC's real estate or other securities. It is generally understood that
such capital gains would be exempt from Greek taxation although no specific legal provision
exists to confirm such understanding.

The capital gain arising from the contribution of real estate to a REIC is subject to income taxa-
tion at the level of the person contributing the real estate to the REIC.

Pursuant to the recent amendments introduced by law 3697/2008, 10% withholding tax is
imposed on the gain from the sale by a REIC of shares in real estate companies listed on the
Athens Stock Exchange (ASE), after January 01, 2010. However, a REIC can offset this withhold-
ing tax against its own tax liability calculated as a percentage of its total assets as explained
above.
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Other taxes
Annual real estate duty (0.1%) is imposed on the value of the real estate assets owned by the
REIC.

Following the listing on a stock exchange, a transaction tax (not capital gains tax) will be lev-
ied upon the sale of any listed shares (acquired before December 31, 2009) at a rate of 0.15%
on the transfer value of the shares.

Withholding tax

Income generated from foreign or Greek securities is not subject to any Greek withholding
tax upon repatriation (please refer to 2.4 as to investment in capital market means). However,
especially in case of interest from bond loans, the said tax exemption is valid, provided that
the bonds were acquired at least 30 days before the interest payment date. In case this con-
dition is not met, a final 10% withholding tax is imposed on the interest income. The above
amendment is valid for income received as from 1 January 2007. Income tax treaties do not
apply to reduce the rate of withholding.

Accounting rules

The REIC must observe Greek GAAP rules until it is officially listed on a stock exchange. Then,
it has to start observing IFRS.

Transition regulations

Conversion into REIT status

Tax benefits upon absorption of real estate companies

Greek REICs enjoy the tax benefits provided by Law 2166/1993 upon absorption of other Greek
companies owning real estate (art.17 para 6 Law 3581/2007). The tax benefits are attributed on
a case-by-case basis.

Registration duties

Registration duties

Exemption from any Greek tax and stamp duties on REIC's share issue

The issuance of REIC's shares and the transfer of real estate to a REIC are exempt from any
Greek tax duties, stamp duties, or any kind of tax liability.

The transfer of real estate by the REIC is subject to real estate transfer tax which is borne by

the buyer, rated at 9% up to a tax base of EUR 15,000 and 11% for the amount exceeding EUR
15,000.
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Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Tax-exempt on dividends received Tax-exempt on dividends received N/A
from REIC but tax treatment from REIC but tax treatment unclear in
unclear in respect of capital gains respect of capital gains on disposal of

on disposal of REIC shares REIC shares

Corporate shareholder

The dividends distributed by the REIC are tax-exempt. The tax treatment of capital gains aris-
ing from the disposal of REIC shares is still unclear (no specific legal provisions) although it is
widely believed that such gains are also tax exempt.

Individual shareholder

The dividends distributed by the REIC are tax-exempt. The tax treatment of capital gains aris-
ing from the disposal of REIC shares is still unclear (no specific legal provisions) although it is
widely believed that such gains are also tax exempt.

Withholding tax
N/A

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

No Greek withholding tax-exempt No Greek withholding tax-exempton ~ N/A
on dividends paid by REIC but tax dividends paid by REIC but tax treat-
treatment unclear in respect of ment unclear in respect of capital

capital gains on disposal of REIC  gains on disposal of REIC shares

shares

Corporate shareholder

Dividends distributed by the REIC to a non-resident corporate shareholder are not subject to
withholding tax in Greece. It is not clear (as a result of no specific tax legislation in place)
whether capital gains arising to non-resident corporate shareholders as a result of the disposal
of their shares into Greek REICs would be subject to any Greek tax.

It is 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 are not subject
to withholding tax-in Greece. It is not clear (as a result of no specific tax legislation in place)
whether capital gains arising to non-resident individual shareholders as a result of the dis-
posal of their shares into Greek REICs would be subject to any Greek tax.
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It is not clear whether Greek REICs can benefit from double tax treaties entered into by
Greece.

Withholding tax
No withholding tax levied.

Treatment of foreign REIT and its domestic
shareholder

Foreign REIT Corporate shareholder Individual shareholder
No specific tax privilege Taxed as ordinary income derived Taxed as ordinary income derived
from investment in a non-resident from investment in a non-resident
entity entity
Foreign REIT

The Greek REIT law only applies to Greek REICs and does not cover the cases of foreign REITs.
Thus, due to the lack of specific law provisions, a foreign REIT will be taxed on its Greek
source income either pursuant to the general corporate tax provisions or pursuant to the tax
regime of mutual funds, depending on whether the foreign REIT has the specifications of a
mutual fund as set by Greek law or not.

Where a foreign REIT does not qualify as a mutual fund as per Greek law provisions, it will
be subject to 25% Greek corporate income tax on its Greek income, plus the special 3% tax on
rental income, unless specific double tax treaty provisions apply.

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 REIT. In the absence of specific rules, such foreign-
sourced income should be taxed in the hands of the Greek corporate shareholder according
to the general rules applicable to income from a foreign source. In principle, income received
by Greek corporate shareholders from foreign REITs should be taxed at a rate of 25%, with
the right to offset any withholding tax and underlying tax paid abroad up to the Greek tax
rate (25%), unless prevailing provisions of an applicable Treaty for the Avoidance of Double
Taxation provide otherwise.

Domestic individual shareholders

There is no specific tax provision dealing with the taxation of income received by an individ-
ual resident in Greece from a non-resident REIT. In the absence of specific rules, 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. In principle, dividends received
by Greek individual shareholders from foreign REITs should be taxed at a rate of 10%, without
the right to offset any withholding tax.

Again, given the certainty of the tax rules applicable to REICs, the exact treatment should be
determined on a case-by-case basis. B
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Israel (rREIF)

Port of Haifa, Israel.

1 General introduction

Enacted year Citation REIT type

REIF 2006 Sections 64A2-64A11 of the Israeli Tax Ordinance  Corporate type

The REIF (Real Estate Investment Fund) regime was introduced into the Israeli tax legislation
in 2006. The Israeli REIF is a ‘flow through' regime. As a result, each of the REIF investors is
taxed on the distributed REIF incomes.

The REIF is governed by Sections 64A2-64A11 to the Israeli Tax Ordinance.

In this model, institutional investors are exempt from corporate tax on the income from the
REIF, and corporations that invest in the REIF are subject to corporate taxes at ordinary rates
(26% in 2009 and reduced to 25% by 2010). Individuals are subject to ordinary individual tax
rate, scheduled to be reduced to 44% by 2010.

Only one company elected for REIF status. The market capitalisation of this company approxi-
mately NIS 400 million - (USD 115 million).

2 Requirements

2.1 Formalities / procedure

Key requirements

- Special purpose company required
- Controlled and managed from Israel
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2.4

The REIF regime applies only to a new company that is established for this purpose. The new
company must be incorporated in Israel and must be controlled and managed from Israel.

Legal form / minimum share capital

Legal form Minimum share capital

Public company traded in the Tel Aviv Stock Exchange No
(TASE)

Legal form

A REIF must be a public company listed for trade in the Israeli stock exchange (TASE). It must
be tax-resident in Israel. It may not be a resident in another country. The REIF Subsidiaries
can be resident outside Israel, but 75% of the value of the income-yielding real estate of the
REIF must be located in Israel.

Minimum share capital
No minimum share capital required.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

At least 50% of the company's means of control should  Yes
be held by more than five shareholders

Shareholder requirements

At least 50% of the company’s means of control should be held by more than five sharehold-
ers. ‘Means of control’ is defined as one of the following: the right to profit, the right to appoint
director or manager in the company or similar function, voting rights, the rights to liquidation
proceeds, or the power to order or instruct someone who holds any of the rights listed above
to act on his behalf.

The company must meet these conditions on the testing dates, June 30 and December 31 of
each year.

Listing requirements

The company must be list for trade in the Israeli stock exchange (Tel-Aviv) within a period of
12 months from the date of incorporation. The REIF may also dually list abroad.

Asset levels

Restrictions on activities / investments

- 95% or more of the value of the REIF's assets must consist of income-yielding real estate and liquid assets (cash,
deposit etc.)

- 75% or more of the value of the REIF's assets must consist of income-yielding real estate

- The value of the income-yielding real estate exceeds NIS 200 million (approximately USD 50 million)

- 75% of the value of the income-yielding real estate must be located in Israel
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The REIF must meet the following conditions on the testing dates each year:

= 95% or more of the value of the REIF's assets must consist of income-yielding real estate
and liquid assets (cash, deposit etc);

= 75% or more of the value of the REIF's assets must consist of income-yielding real estate;

= The value of the income-yielding real estate exceeds NIS 200 million (approximately USD
50 million);

= 75% of the value of the income-yielding real estate must be located in Israel.

‘Income-yielding real estate’ is defined as real estate that generates income from rent and from

additional activities, as long as at least 70% of the real estate is developed and the real estate
is not considered inventory in the books of the fund.

Leverage

Leverage

Debit is limited to 60% of the income-yielding real estate’s value

The company's obligations (other than equity) do not exceed 60% of the income-yielding real
estate’s value.

Profit distribution obligations

Operative income Capital gains Timing

90% of its profits plus amount of 100% of its capital gain from disposal - Distribution of the operating income
depreciation of real estate must take place no later than April
30 of the following year
- Distribution of the capital gain must
take place in a period of 12 months
from the sales date of the real estate

Operative income
The REIF is obliged to distribute 90% of its profits calculated based on accounting principles,
including the amount equal to the depreciation.

Capital gains
The REIF is obliged to distribute 100% of its capital gain from disposal of real estate.

Timing
Distribution of the operating income must take place no later than April 30 of the following year.

Distribution of the capital gain must take place in a period of 12 months from the sales date
of the real estate.

Sanctions

Penalties / loss of status rules

Loss of tax privilege
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The REIT will be taxed like an ordinary company from the date that requirements are no lon-
ger met. If the company fails to meet the conditions on the testing dates in any given year but,
within a period of up to three months, successfully meets the conditions and continues to do so
for a consecutive year, the company will be considered a REIF throughout the entire period.

REIFs that do not meet the requirements or choose to discontinue REIF status will be taxed
as ordinary company from the end of the year, in the case of election, or from the date that
requirements are no longer met.

Tax treatment at the level of REIT

Corporate tax /withholding tax

Current income Capital gains Withholding tax

- No taxation of distributed eli- Distributed capital gains tax-exempt - Deduction only if levied on taxable
gible income income

- Undistributed prohibited income - No domestic withholding tax

subject to 60% tax rate. In case
of distribution 70% tax rate

Current Income
The REIF is a ‘flow through' regime. However, the fund is subject to corporate taxes on undis-
tributed income.

A 70% tax rate applies to ‘prohibited income’ upon distribution; 60% if not distributed.

‘Prohibited income’ is defined as income from business activities other than the following:
income-yielding real estate; income from the sale of inventory (real estate or otherwise) or the
sale of other real estate that is not income-yielding real estate; or income from traded securi-
ties, state bonds and deposits to the extent that such income exceeds 5% of the revenues of
the fund in that tax year.

Prohibited income, which is not distributed is subject to 60% tax. Distribution of the prohib-
ited income in later years will be consider as dividend distribution and is subject to 20%/25%
withholding tax. No credit will be granted to the shareholders for the REIF taxation.

The REIF must submit an annual tax return which includes an accountant affirmation that the
company has met all the conditions of an REIF.

Capital Gains
Distributed capital gains are not subject to taxation. The REIF must distribute 100% of its
capital gain income.

Withholding tax

Foreign taxes paid by the REIF will be deducted from the foreign taxable income which was
subject to the foreign taxes. Also, no foreign tax credit will be granted to the REIF or to the REIF
shareholders. No withholding tax is levied on domestic distributions to a REIF.
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Accounting Rules
There are no special accounting rules for REIF. Listed REIF must follow the IFRS rules, as any
other listed company.

Transition regulations

Conversion into REIF status

N/A

Registration duties

Registration duties

Reduced real estate ‘purchase tax’

The purchase of real estate by a REIF is subject to a reduced real estate purchase tax, a special
tax levied upon the acquisition of real estate.

Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
- Corporate tax is 27% in 2008 - Individual tax rate is 47% in 2008 In principle, no final withholding tax
- Capital gains tax is 25% - Capital gains tax is 20%

Corporate shareholder
The REIF income is subject to corporate tax. The corporate tax rate of 2009 is 26%. The corpo-
rate tax rate will be reduced to 25% in 2010.

Individual shareholder
The REIF income is subject to individual tax. The maximum individual tax rate in 2009 is 46%.
The individual tax rate will be reduced to 44% in 2010.

Withholding tax

Upon distributions, the fund must withhold the tax that the shareholder would have paid had
their investment been directly in the real estate. The individual or corporate tax rates would
be based on ordinary income. For example, the withholding tax would be 25% on capital
gains, ordinary income based on the corporate tax or individual income tax rate.

The withholding is not the final obligation - the shareholder must submit an annually tax

return which reflects his real taxable income (including losses), credit will be granted for the
withholding tax that was made by the REIF.
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Distribution of prohibited income will be subject to 70% withholding tax. Distribution of the
prohibited income in later years will be considered as dividend distribution and will be sub-
ject to 20%/25% withholding tax.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

- Withholding tax subject to tax - Withholding tax subject to tax rates - Final withholding tax
rates applicable for Israeli com-  applicable for Israeli individual - Treaty relief available to distributions
panies - ‘Prohibited income' which is not dis-  of ‘Prohibited income’ in later years

- 'Prohibited income’ which is not  tributed subject to 60% tax
distributed subject to 60% tax

Corporate shareholder

Distributions of current income and capital gains are subject to a withholding tax at the indi-
vidual income tax rates applicable to Israeli investors.

Treaty country resident pension funds and mutual funds are exempt from the withholding tax
to the extent that the profits are exempt in their country of residence.

Individual shareholder
Distributions of current income and capital gains are subject to a withholding tax at the indi-
vidual income tax rates applicable to Israeli investors.

Withholding tax
Treaty relief should be granted for distribution of the prohibited income in later years which
are considered as dividend distribution.

Tax treatment of foreign REIT and its domestic
shareholder

Foreign REIT Corporate shareholder Individual shareholder
Taxed under normal Israeli tax - Taxed at corporate tax rate of 27% in - Taxed at 47% in 2008 if REIT is a
rules 2008 if REIT is a flow through entity  flow through entity
- Dividend is subject to 25% tax if the - Dividend income will be subject to
REIT is not a flow through entity 20/25% tax if the REIT is not a flow

through entity

Foreign REIT
A foreign REIT will be taxable under normal Israeli tax rules, based on its legal character
(Corporation, Fund, Partnership etc.).

Corporate shareholders

A corporate shareholder in a foreign REIT, which derived taxable income from foreign sources
should be subject to corporate income tax in the rate of 26% in 2009 as long as the REIT will
be consider as flow through entity for Israeli tax purposes (regardless of its election under
foreign country rules).
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Dividend income should be subject to 25% tax. If the foreign REIT is not a flow through, a tax
credit will be allowed.

Individual shareholder

An individual shareholder in a foreign REIT, which derives taxable income from foreign
sources, will be subject to individual income tax in the rate of 46% in 2009, as long as the
REIT is considered as flow through entity.

Dividend income will be subject to 20%/25% tax. If the foreign REIT is not a flow through
entity, a tax credit will be allowed. ®
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Leaning Tower of Pisa, Italy.

General introduction

Enacted year Citation REIT type
SIQ 2007 Italian Real Estate Investing Corporate type
Corporations with listed Shares
(S1Q)

In December 2006, a new real estate investment regime was implemented in the Italian legis-
lation. The regime, applicable to the Societa d'Intermediazione Immobiliari Quotate ‘SIIQ’, is
effective as of July 01, 2007. The introduction of this regime was aimed to attract investments
in the Italian real estate market. Consequently, the new REIT regime is supplementary to the
pre-existing real estate investment fund regime (‘REIF'). The REIT allows investors to have
greater influence in the effective management of the companies, especially in terms of invest-
ments and governance. According to the pre-existing REIF, investors were excluded from the
decision making that concerned the investment fund.

The new SIIQ regime was introduced by the 2007 Italian Budget Law. However, the regulatory
provisions were implemented on October 2007 by means of a Ministerial Decree. In addition,
in November 2007, the Revenue's Office issued a measure that effectively introduced the pos-
sibility to opt for the application of the SIIQ tax regime.

Sector summary (end of June 2009)

Number of companies Market cap (€bn) % of global REIT market
SlQ 1 0.4 0.1%
Top REIT
Market cap (€m) Sector type
Immobiliare Grande Distribuzione 385 Retail
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Requirements

Formalities / procedure

Key requirements

- The election form must be filed before the end of the fiscal year preceding the one in which it is intended to take
effect
- The option must be jointly exercised by all the companies that elected the SIIQ fiscal unit regime

The election for the SIIQ regime must be made thought the electronic filing of the specific author-
ised form published by the Italian Revenue. The electronic filing should be made before the
fiscal year in which the option will be effective starts. It is not necessary that all the mandatory
requirements for the adoption of the SIIQ are complied with at the date of the filing, but they
must be met at the beginning of the first fiscal year in which the option will be effective.

If any of the formal requirements to benefit from the regime is no longer complied with, the

taxpayer must inform the Revenue office by filing the specific form within 30 days of the rel-
evant change. This communication will imply the exiting from the SIIQ regime.

Legal form / minimum share capital

Legal form Minimum share capital
Joint stock company EUR 40 million
Legal form

The joint stock corporation (Societa per Azioni) is the only legal form which can apply for SIIQ
status. The company's name must include the words “Societa d'Investimento Immobiliare
Quotata” or ‘SIIQ". According to the joint stock corporation qualification, SIIQs are subject to
the regulations of the Italian Commercial Code.

Minimum share capital

The minimum capital required to constitute a joint stock corporation is currently EUR 120,000.
However, only corporations which have at least a EUR 40 million capital share can be admit-
ted to the quotation into the Italian stock exchange official market. It should be noted that
certain exceptions are applicable in particular circumstances.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

- At least 35% of the shares must be ‘widely held’ Yes
- A single shareholder is not allowed to own more than
51% of the voting rights

Shareholder requirements
At least 35% of the SIIQ shares must be widely held. This means that the shares must be
owned by shareholders which individually - directly or indirectly - hold no more than 2% of
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both voting and dividend rights. It is worth nothing that the 2% threshold is only necessary
for access to the SIIQ regime, but it does not affect the validity of the SIIQ regime once it has
started. In addition, a single shareholder may not hold, directly or indirectly, over 51% of the
voting and dividend rights.

Listing requirements

SIIQ shares must be listed in the Italian stock exchange market (Borsa Italiana), or in the equiv-
alent exchange markets of the EU and EFTA countries, provided that a sufficient exchange of
information with the Italian tax authorities is allowed.

Asset level / activity test

Restrictions on activities / investments

- 80% real estate asset requirement
- 80% real estate income requirement

At least 80% of the SIIQ's assets must consist of real property and at least 80% of its income
must result from rental and leasing activities of real property. Financial leased assets are
included in the 80% asset ratio.

SIIQs are allowed to invest in other Italian listed or unlisted corporations as long as the above-
mentioned assets and activity test criteria are met. The companies must also apply for the
REIT regime. A SIIQ, or a multiple SIIQs, must hold at least 95% of the shares of an unlisted
corporation in order to allow the unlisted corporation to qualify for the REIT regime (the
unlisted corporation should, in any case, meet the minimum assets and income requirements
to be included into multiple SIIQs regime). The shared real estate asset values of the SIIQs can
be combined to meet the 80% real estate asset requirement.

There are no specific restrictions regarding the activities that may be performed by the SIIQ.
However, only the income deriving from rental and leasing activities would be exempt of
taxation. SIIQ entities benefit from a favourable ‘flow-through’ tax treatment (20% or 15% sub-
stitutive taxation when distributed). Income derived from other activities, including income
from trading real property assets, is subject to ordinary taxes.

Development income would not be eligible for the tax exemption. This also applies to invest-
ments in foreign assets.

Leverage

Leverage

The leverage can not exceed the ratio resulting from company by-law

The company by-law shell mandatory include the maximum leverage ratio allowed. The pro-
vision is aimed to protect SIIQ's investors thought the effective controls of National Security
and Exchange Commissions (CONSOB) and of Bank of Iialy.

The SIIQ are subject to the general tax rule concerning the limitation of interest deduction.

Interest payable is limited to a 30% of the EBITDA with certain adjustments (i.e. EBITDA disre-
garding the asset leasing and depreciation expenses).
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Profit distribution obligations

Operative income Capital gains Timing
85% derived from real estate Capital gains distribution requirements Annually
rental or leasing not yet implemented

Operative income

SIIQs are obliged to distribute at least 85% of their income deriving from rental or leasing of
real estate. SIIQs are also obliged to distribute dividend income received from other SIIQs or
under a multi-SIIQ regime.

Capital gains
No SIIQ capital gains distribution requirement has been implemented.

Sanctions

Penalties / loss of status rules

Termination of tax benefits

There are no specific sanctions concerning the loss of SIIQ status. The only consequence deriv-
ing from a qualifying requirement violation consists of the termination of the SIIQ tax benefits
from the year following the one in which the qualification requirement was violated.

The SIIQ can lose its status if it does not distribute at least 85% of the total net profit, if it
fails to meet the abovementioned shareholder requirements, or if it does not meet the asset
requirement for two consecutive years.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

Eligible income is tax-exempt Ordinary corporate taxation N/A

Current income

The SIIQ income deriving from rental or leasing activities is not subject to corporate and local
income taxes. The tax exemption applies as of the beginning of the business year in which the
SIIQ regime was elected. The tax exemption also applies to the rental income of SIIQ subsidiar-
ies (if they opted for the SIIQ regime jointly with the parent SIIQ). In this case, the subsidiary
must also satisfy the SIIQ requirement (with the sole exception of the listing condition). More
than a crystallised exemption, the incomes deriving from the eligible activity would benefit of
a flow-trough treatment, In fact they will be taxed only when distributed by applying a with-
holding tax at rate of 20% on the correspondent taxable base of the dividend distribution.
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Income deriving from activities other than real property rental or leasing are subject to ordi-
nary corporate and local tax provisions.

Capital gains
Capital gains are fully taxable according to the ordinary capital gain provision. However the
entry tax would mitigate the incoming capital gains.

Other taxes
Excluding income taxes, rental income and other taxes will be ordinarily levied.

Withholding tax
No withholding tax is levied on distributions received by REIT.

Accounting Rules

Since SIIQ's are Italian public listed companies, they must comply with IFRS standards. In
addition, SIIQ shell set-up two different sets of accounts with the purpose do distinguish the
net profits deriving from the ‘exempted’ activity (i.e. the activities which can benefit of a tax
flow-trough treatment) from the rest of the business eventually carried on.

Transition regulations

Conversion into REIT status

- 20% substitute tax on real property contributed to SIIQ
- 20% substitute tax on conversion ‘entry tax’

Real property contributed to a SIIQ (in exchange for shares) will be subject to a 20% substitute
tax on realised gains, provided that the SIIQ will keep the acquired assets for a minimum
three-year period.

Companies that choose to convert to SIIQs will benefit from the opportunity of increasing their
real estate asset's tax value (effective as of the fourth period following the SIIQ election). The
increase in value would be subject to a favourable 20% substitute tax payable in five annual
equal instalments. If the assets were to be sold before the date of the step-up re-evaluation,
the capital gain would be recapped at the ordinary tax rate (i.e. 27.5% Corporate Income Tax
and ordinary 3.9% local tax). The local tax rates vary on a regional basis between 2.9% to
4.9%. Thus, applying for the SIIQ regime offers the opportunity of reducing the tax burden on
latent capital gains.

Registration duties

Registration duties

- Industrial buildings: subject to a 20% VAT and to 2% transfer taxes
- Residential buildings: subject to 9% transfer taxes with some exceptions
- Registration duties can be avoided

Indirect taxes are applied to the transfers of real estate property to an SIIQ as follows:
= Industrial buildings (owned for business purposes) are subject to VAT at the regular 20%
rate. In addition, a 1.5% mortgage tax and 0.5% cadastral tax are due.
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= Residential buildings are subject to a 7% registration tax, 2% mortgage tax and to a 1%
cadastral tax. The duties may be avoided if the residential buildings were transferred from
their constructor. In this case, the constructor would be responsible for the VAT, which is
generally 10% but it depends on the building qualification.

= They are normally due at 2% (mortgage tax) and 1% (cadastral tax) for residential buildings
while if related to industrial buildings they are subject to a 3% mortgage tax and to a 1%
cadastral tax but only in case of industrial buildings contributed to a SIIQ these taxes are
reduced at 1.5% and 0.5%.

The most favourable treatment occurs in case of a transfer of more than one real estate prop-
erty. If the majority of the properties have an existing rental or lease agreement, the transfer

of all the assets involved would be only subject to mortgage and cadastral taxes at the fixed
amount of EUR 168 each.

Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Fully taxable - Generally withholding tax is the final - 20% withholding tax of the distribu-
levied for SIIQ exempted income tion of exempted SIIQ income
- Dividends paid-out of the non- - Corporate and business shareholders

exempted income will be subject to can credit the withheld taxes
ordinary dividend taxation rules
- Possible taxation of capital gains

Corporate shareholder

Corporate shareholder dividends and capital gains are not tax-exempt. Dividend income and
capital gains resulting from the disposal of SIIQ shares are fully subject to corporate and trade
income taxes at regular tax rates.

Individual shareholder

Dividends paid-out of non-exempted income are subject to the ordinary applicable tax regime.
Dividends deriving from exempted distributed earnings will be subject to final 20% withhold-
ing tax when distributed.

According to the ordinary personal income tax provision, dividends are fully taxable if the
SIIQ shares are held for ordinary business purposes. The 20% taxes withheld at distribution
may be credited against individual income taxes.

The general dividends and capital gains tax rules for individuals are as follows:

= non-affiliated shareholders will pay 12.5% substitute tax;

= capital gains realised by affiliated shareholders would be 60% tax-exempt from personal
income taxes, the residual 40% would be taxed at regular individual income tax rates.

Other taxes
No other taxes are levied.
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Withholding tax

A 20% withholding tax will apply on dividends paid out of the tax-exempt income. The with-
holding tax can be reduced to a 15% rate under certain circumstances, at dividends originating
from residential building leases. Corporate and business shareholders can credit the withheld
taxes. The withholding tax will be levied by the intermediate that maintains the SIIQ shares
as an Italian investing agent.

Foreign shareholders

Corporate shareholder Individual shareholder Withholding tax

Withholding tax is the final levy ~ Withholding tax is the final levy - Treaty relief benefits not yet verified
- Applicability of Parent Subsidiary
Directive not allowed

Corporate shareholder

Dividends paid out of non-exempted income are subject to the ordinary tax regime that fore-
sees a 27% withholding tax that may be reduced under certain circumstances. Said with-
holding tax rate may be reduced to a 1.375% rate where the dividends are paid to companies
resident in the EU or in an EFTA country, provided that a sufficient exchange of information
with Italian Tax authority exists.

Dividends deriving from exempted distributed earnings will be subject to a final 20% with-
holding tax when distributed. The withholding tax can be reduced to a 15% rate when the
dividends derive from residential building leases income.

Capital gains deriving from the sale of shareholdings in SIIQs are subject to the tax regime
ordinarily applicable to Italian shares (including certain domestic and treaty exemptions
available to non-residents). Double treaty protection will apply in most circumstances.

Individual shareholder

Dividends paid out of non-exempted income are subject to the ordinary applicable tax regime
which provides for a 27% withholding tax that may be reduced under certain circumstances.
Dividends deriving from exempted distributed earnings will be subject to a final 20% with-
holding tax when distributed. The withholding tax can be reduced to a 15% rate if the divi-
dends derive from residential building leases.

Withholding Tax
Withholding taxes on dividends paid to foreign (non-resident) shareholders has the nature of
a final tax, provided that the shares are not assets of a permanent establishment in Italy.

It is debated if foreign shareholders can claim the tax treaty relief on the dividends derived
by exempted income of SIIQ. This would depend, among other circumstances, on whether the
SIIQ may qualify as an eligible entity under the specific tax treaty provision. Moreover clear-
ance may be obtained by submitting a specific ruling on this point.

The applicability of the Parent-Subsidiary Directive under the SIIQ regime is not allowed for

the portion referring to the exempt dividends, because the liability-to-tax requirement would
not be satisfied in the specific circumstance.
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Tax treatment of foreign REIT and its domestic

Foreign REIT Corporate shareholder Individual shareholder
It follows the ordinary source 1.375% final taxation 12.5% final tax or 50.8% of exemp-
taxation rule at rate of 27.5% tion depending on the number of the
shares held
Foreign REIT

It follows the ordinary source income taxation rule applicable to non-residents. As a conse-
quence, any income deriving from immovable property situated in Italy will be subject to the
general 27.5% tax rate applicable to non-resident entities.

Corporate shareholder

Domestic corporate shareholder receiving dividend income from a foreign REIT will benefit
of a 95% exemption. The remaining 5% will be taxed at the ordinary 27.5% corporate tax rate.
Thus, domestic taxation of dividends received by a foreign REIT will be equal to 1.375%. The
only exception concerns REIT that will be deemed resident in a black-listed country. In this
case, the 95% exemption would no longer apply and the full amount of the dividend distrib-
uted will be subjected to a 27.5% ordinary corporate tax rate.

Individual shareholder

Domestic shareholders receiving dividends by foreign REIT will pay tax as follows:

= In case of non-affiliated shareholders, dividends received will be subject to a final 12.5%
tax levied on the total amount. In this scenario, the withholding tax levied at source is not
creditable under domestic taxation.

= In case of affiliated shareholder, dividends received will be subject to ordinary individual
taxations brackets only on 49.2% of their amount. In this case foreign withholding tax may
be credited adequately to the above-mentioned taxable percentage. m
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Lithuania (rReT)

Vilnius Cathedral and belfry tower in the Cathedral square, central Vilnius, Lithuania.

1 General introduction / history / REIT type

Enacted year Citation REIT type REIT market
REIT 2008 Law on Collective Corporate type / To be established
Investment Investment Fund

Undertakings

On the November 11, 2007 the Lithuanian Parliament amended the Law on Collective Invest-
ment Undertakings, which came into force on the March 01, 2008. The law regulates man-
agement activities of collective investment undertakings and therefore the activities of Real
Estate Investment Trusts (the REIT).

Since the Law on Collective Investment Undertakings does not provide for a new form of
entity, REIT is incorporated as a joint stock company under the Lithuanian company law or an
investment fund, managed by a management company.

2 Requirements

2.1 Formalities / procedure

Key requirements

- Special collective investment undertaking status required
- Licence from the Lithuanian Securities Commission
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In order to become eligible for the regime, companies are required to have special collective
investment undertaking status, which could be either (1) variable capital (open-ended) invest-
ment company/fund or (2) closed-ended investment company/fund.

Variable capital (open-ended) investment company/fund is defined as an entity whose share-
holders have the right to request at any time that their shares be redeemed and the amount of
whose capital varies depending on the issue and redemption of shares.

Closed-ended investment company/fund is defined as an entity with a fixed number of shares
outstanding that are re-purchased after the end of its activity or any other event indicated in
the articles of incorporation and are not redeemed upon the request of the investor.

In order to have the status of the REIT, the investment company or fund's management com-
pany has to obtain a licence from the Lithuanian Securities Commission. The application for
the licence shall be accompanied by the information about the company, its shareholders,
members of the management bodies, the company’s programme of their and activities devel-
opment, initial capital and other documents, information and explanations specified in the
licensing regulations approved by the Securities Commission.

The by-laws of the REIT must contain a number of specific provisions that are verified by the
Securities Commission during the procedure of granting a licence for the activities.

The Securities Commission shall notify the applicant of its consent or refusal to grant a licence
within six months from the filing of all documents, information and explanations. In case
the applicant company is related to a management company, an intermediary of public trad-
ing in securities, a credit institution or an insurance company licensed in another European
Union member state a licence may be granted only upon asking for the opinion of the foreign
supervisory authority.

Legal form / minimum share capital

Legal form Minimum share capital
Joint stock company or LTL 150,000 (approx. EUR 43,500)
investment fund managed by a management company  LTL 431,600 (EUR 125,000) for the management com-
pany
Legal form

REIT should have a form of either (1) a joint stock company incorporated under the Lithuanian
law or (2) an investment fund managed by a management company. Additional statutory and
management seat requirements apply.

Minimum share capital

The share capital (monetary contributions of founders) of a REIT as a joint stock company
should be not less than LTL 150,000 (approx. EUR 43,500). However, the management com-
pany requires to have a share capital of LTL 431,600 (EUR 125,000).

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

No requirements No
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Shareholder requirements
There are no specific shareholder conditions that have to be fulfilled to become eligible for
the REIT status.

However, since the REIT status is not harmonised with the Council Directive 85/611/EEC as of
December 20, 1985, restrictions may be applied for a distribution of REIT's units or shares in
another Member State of the EU.

Listing requirements

Listing is not a mandatory requirement to obtain the REIT status. Private REITs are allowed.

Asset level / activity test

Restrictions on activities / investments

- 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;

- 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 company involving derivatives;

- No more that 30% of its net assets in the securities in a single real estate company and in the assets that such
real estate company has invested in.

- May invest in real estate abroad

- Further restrictions apply

The REIT is allowed to invest into the following real estate assets: land, buildings and (or)
premises constituting separate real estate objects, registered in the name of the investment
company, and other tangible assets that are necessary for the operation of the real estate.

Following the provisions of the Law on Collective Investment Undertakings, the assets of the

REIT must consist from at least four separate real estate objects. For the purposes of the diver-

sification of assets, the REIT is allowed to invest:

= 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;

= 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 includ-
ing liabilities arising from the transactions with real estate company involving derivatives;

= no more that 30% of its net assets in the securities in a single real estate company and in
the assets that such real estate company has invested in.

The investments are not permitted into:

= real estate assets that will be purchased under joint ownership when shares of ownership
are not established;

= real estate assets whose ownership is restricted and this may result in the loss of the own-
ership;

= real estate assets not registered in the real estate or any other comparable registry.

The investment portfolio of a newly incorporated REIT is allowed, for four years from the

approval of its instruments of incorporation, not to comply with the diversification require-
ments mentioned above. However, in all cases, this should not waive the obligation of a
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management company and an REIT to invest the assets of an 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-OECD member states.

The REIT is allowed to invest into real estate objects in development, if their development is
to be finished during an acceptable timeframe.

The REIT is allowed to invest into:

= securities of companies whose primary business activity is purchase, reconstruction,
lease, trade or development of real estate;

= shares or units of other REITs registered in other EU member states;

= other securities (including shares), money market instruments dealt on regulated markets.

The net assets of the investment fund after a six-month period from the beginning of its activi-
ties should reach a level of EUR 1 million. The net assets of the REIT as a joint stock company
should reach a level of EUR 2 million within 12 months from the receipt of the licence from the
Lithuanian Securities Commission.

Leverage

Leverage

Limited to 75% of the net assets

Leverage is limited to 75% of the net assets of the REIT. Net assets shall mean the difference
between the value of the assets owned by an REIT and the short-term and long-term financial
liabilities of the REIT.

Profit distribution obligations

Operating income Capital gains Timing

No requirement No requirement No requirement

There is no legal requirement for the profit distribution. The procedure of payment of div-
idends to the shareholders (periodicity, share of income allocated for dividends) must be
defined in the by-laws or rules of investment of the REIT.

Sanctions

Penalties / loss of status rules

- No tax penalties
- Administrative penalties
- Revoking of the licence
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There are no tax penalties. However the Securities Commission shall have the right to apply

the following measures to an REIT:

= warn about the shortcomings and set a term for their elimination;

impose administrative penalties;

revoke the licence;

suspend the distribution or redemption of shares;

prohibit, for periods not longer than three months, to buy securities or money market

instruments;

= appoint an interim representative of the Securities Commission for the supervision of the
activity.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

- Investment income (e.g. rental income, capital gains upon Tax-exempt Not creditable
disposal of property and shares) is tax-exempt

- Dividend income or any other income from distributed
profits and other business income subject to 20% profit
tax.

- Participation exemption might apply

Current income

According to the provisions of the Law on Profit Tax, investment income of the REIT with a
status of a company (rental income, capital gains upon disposal of shares) are treated as not
taxable income, except for dividend income or any other income from distributed profits.
Capital gains upon disposal of real estate are also tax-exempt. Dividends received by the REIT
are subject to 20% profit tax and may be reduced to 0% in case of qualified participation (not
less than 10% of the shares for not less than 12 consecutive months, including the month divi-
dends are paid) provided the divided is distributed from taxed profit. Other types of business
income (if any) are subject to 20% profit tax.

Profit distributed by the REIT with a status of a company to the individual shareholder and not
taxed at the level of the REIT is subject to 20% profit tax at the moment of the distribution.

The REIT with a status of the investment fund is not a taxable person. Therefore the income
of such REIT is not taxable.

Capital gains
The treatment is the same as for current income.

Withholding tax

Dividend distributed by the REIT is subject to 20% withholding tax. However the tax rate can
be reduced by the applicable treaties on avoidance of double taxation. The withholding tax rate
can be also reduced to 0% in the case where the dividend is distributed from the taxed profit
of the REIT, provided the participation exemption applies (not less than 10% of the shares have
been held for not less than 12 consecutive months, including the month dividends are paid).
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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 regulated 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.

A REIT whose securities are not traded on regulated markets has an option between Lithua-
nian GAAP and IFRS.

For the purposes of the income tax calculation financial result of the REIT (calculated accord-
ing 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.

Transition regulations

Conversion into REIT status

N/A

Registration duties

Registration duties

- Land registration fee and real estate registration fee apply
- Notary fees are 0.45 % of the value of property capped at approx. EUR 5,800

Land registration fee and real estate registration fee applies. It is calculated based on the value
of the property. For example, when registering a building valued at LTL 1 million (EUR 289,620
EUR), the fee is LTL 615 (approx. EUR 178).

Notary fees are 0.45% of the value of the property but not less than LTL 100 (approx. EUR 29)
and not more than LTL 20,000 (approx. EUR 5,800).

Tax treatment at the shareholder’'s level

Domestic shareholder
Corporate shareholder Individual shareholder Withholding tax
- In principle final withholding tax - Final withholding tax Creditable
of 20% of 20% + 6%
- Participation exemption might - Generally, capital gains are subject
apply to 15% income tax + 6% health insur-

- Generally, capital gains are sub-  ance contribution
ject to 20% income tax
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Corporate shareholder

Dividends distributed to domestic corporate shareholders are subject to the final withholding
tax at a rate of 20% which under the domestic law may be reduced to 0% in case of distribu-
tion to a qualified participation held by a corporation (no less than 10% of the shares for no
less than 12 months, including the month the dividends are paid on) provided the divided is
distributed from taxed profit.

Capital gains realised on the sale of the REIT's shares are generally subject to 20% profit tax
rate. However, capital gains are non-taxable if shares have been held for at least two years and
the holding represents at least 25% of the REIT throughout that period.

Return of capital distribution due to the redemption of shares shall be treated as capital gains
from share sale and taxed accordingly.

Individual shareholder

Dividends distributed to domestic individual shareholders are subject to the final withhold-
ing tax at a rate of 26%, consisting of 20% resident's income tax and 6% health insurance
contribution.

Capital gains realised by an individual resident shareholder on the sale of the REIT shares are
subject to 15% residents’ income tax and 6% health insurance contribution. However, capital
gains are exempt from tax when the shares are sold after being held for more than 366 days
and the shareholder has not controlled more than 10% of the share capital of the company
during the previous three years.

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. The tax must be paid until the
tenth day of the month that follows the dividend payment. 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

- Final withholding tax of 20% - Final withholding tax of 20% on - Local participation privilege available
on dividends (may be reduced dividends - Treaty benefits available
to 0%) - Capital gains are tax-exempt - Parent Subsidiary Directive appli-

- Capital gains are tax-exempt cable.

Corporate shareholder

Dividends paid to foreign shareholders are subject to 20% withholding tax. Under the domes-
tic law the withholding tax may be reduced to 0% in case of distribution to qualified participa-
tion held by a corporation (no less than 10% of the shares for no less than 12 months, including
the month the dividends are paid on) provided the divided is distributed from taxed profit.

Capital gains are not subject to profit tax in Lithuania.

Return of capital distribution is not subject to profit tax in Lithuania.
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Individual shareholder
Dividends paid to foreign shareholders are subject to 20% withholding tax.

Capital gains 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

Dividends distributed to foreign shareholders are subject to the 20% withholding tax at source
which under the domestic law may be reduced to 0% in case of distribution to qualified par-
ticipation held by a corporation (not less than 10% of the shares for not less than 12 consecu-
tive months, including the month the dividends are paid) provided the divided is distributed
from taxed profit. The obligation to calculate and pay the tax falls on REIT. The tax must be
paid until the tenth day of the month that follows the dividend payment.

A non-resident shareholder may be entitled to a withholding tax reduction under a Treaty on
Avoidance of Double Taxation.

EU-Parent Subsidiary Directive is applicable.

Tax treatment of foreign REIT and its domestic

Foreign REIT Corporate shareholder Individual shareholder
Rental income shall be subject to - Dividends are subject to 15% profit - Residents income tax of 15% on
10 % withholding tax tax (may be reduced to 0%) dividends
- Generally, capital gains are subject to - Generally, capital gains are subject to
15% profit tax 15% income tax
Foreign REIT

As it was indicated investment income is treated as non-taxable in the hands of the REIT, pro-
vided that its activity is regulated by the Law on Collective Investment Undertakings. Since it
is not the case for a foreign REIT, its local rental income shall be subject to 10% withholding
tax at source.

Corporate shareholder

Dividends received by domestic corporate shareholders from foreign REITs are subject to 20%
profit tax. Under the domestic law the tax may be reduced to 0% in case of distribution to
qualified participation held by a corporation (not less than 10% of the shares for not less than
12 months, including the month the dividends are paid on) provided the divided is distributed
from taxed profit.

Individual shareholder

Dividends received by domestic individual shareholders from foreign REITs are subject to 20%
Lithuanian residents’ income tax and 6% health insurance contribution.
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Luxembourg (i)

The City of Luxembourg.

General introduction

Enacted year Citation REIT type
SIF 2007 Law relating to specialised invest- - Contractual Type
ment funds - Corporate Type

Although Luxembourg has not enacted a REIT regime per se, the specialised investment fund
(SIF) regime enacted on the February 13, 2007 has developed into a specialised property fund
regime in a little over a year. Although not outwardly labelled as a REIT regime, parliamentary
history confirms its real estate fund purpose.

A SIF shall be any undertaking for collective investment situated in Luxembourg (i) the exclu-
sive 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, and (ii) the securities of which are reserved to one or several well-informed
investors, and (iii) the constitutive documents or offering documents of which provide that it
is subject to the provisions of the law of February 13, 2007, relating to specialised investment
funds (the SIF Law). The SIF Law replaces the law of July 19, 1991 relating to undertakings for
collective investment, the securities of which are not intended to be placed with the public.

Requirements

Formalities / procedure

Key requirements

- Authorisation and ongoing supervision by the Luxembourg supervisory authority
- Requirement for a depositary
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Every SIF must be authorised by the supervisory authority of the financial sector, the Com-
mission de Surveillance du Secteur Financier (CSSF). The SIF's constitutive documents (i.e.
the Articles of Association for the corporate form of SIF, or the management regulations for
the contractual SIF, together with an issuing document) must be submitted to the CSSF for
approval. The SIF may further be formed and launched prior to this CSSF application, provided
the official application request is lodged within 30 days of the formation of the SIF. In practice,
most initiators will seek prior CSSF registration, which in most cases may be obtained within
two to four weeks. The application process is lighter than for retail funds, with the possibility
of a fast track approval. The CSSF will review the SIF's constitutive documents, as well as
screen and approve the directors/managers, the central administration agent, custodian bank
and auditor.

Upon authorisation, each SIF is entered on the official SIF list maintained by the CSSF. Reg-
istration on this list signals that the SIF is subject to ongoing prudential supervision by the
CSSF.

All Luxembourg undertakings for collective investment must entrust the custody of their assets
to a depositary bank that is either a credit institution having its registered office in Luxem-
bourg, or the Luxembourg branch of a credit institution having its registered office in another
member state of the European Union. The role of the custodian bank does, however, amounts
less to a safeguarding mission than a monitoring function; whereby the custodian must at all
times know how the assets of the SIF are invested and how these assets are available.

For property investments, the custodian bank 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.

Legal form / minimum share capital

Legal form Minimum share capital/Net Assets*

- Contractual form (FCP) - EUR 1.25 million*

- Corporate form (SICAV, SICAF) - EUR 1.25 million
Legal form
A Luxembourg specialised property fund 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 Luxem-
bourg. An investor in an FCP receives, as a counterpart for its investment, units of the
FCP, which may be issued in registered or in bearer form and which represent a portion
of the net assets of the FCP. Unlike shares of a corporate type fund, units of an FCP do
offer statutory ‘shareholder’ rights (unless expressly provided for in the management
regulations of the FCP). Unit holders are only liable up to the amount contributed by
them.

(ii) Investment Company with Variable Capital (société d'investissement a 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 private limited liability company (société a responsabilité limitée-Sarl) or as a coop-
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erative company organised as a public limited company (société cooperative organisée
sous forme de société anonyme-CoopSA). 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.

(ili)  Specialised investment funds which 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 a limited partnership (société en commandite
simple), or any of the corporate forms mentioned under item (ii) though with a fixed
capital (and then referred to as a SICAF), an association or even a fiduciary contract.
Under this third category, all entities or arrangements will inter alia have to adopt the
fixed capital concept. Though on the face of it this last category may offer less flexibility
than the standard SICAV set-up, this is only partially true because the limited partner-
ship (LP-SCS) form or fiduciary arrangements offer other structuring opportunities. The
use of the limited partnership form may thus be particularly attractive when compared
to the typical Anglo-Saxon limited partnership.

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 cor-
responds 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 documenta-
tion, 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 a 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 specialised real estate fund organised under a corporate
form is EUR 1,25 million. This minimum must be reached within 12 months from the authorisa-
tion of the SIF, and may be constituted by the share capital plus any issue premium paid. For
contractual type specialised real estate funds, the same minimum capitalisation applies with
respect to the net assets of the fund. In the case of an umbrella SIF, the capitalisation applies
to the fund as a whole, not to the individual compartments/sub-funds.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

Well-informed investors (SIFs only) No

Shareholder requirements

Units, shares and other securities issued by SIFs are reserved to ‘well-informed’ investors.
‘Well-informed' investors are institutional investors, professional investors as well as any
other investor that:
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(a)  has declared in writing his adhesion to the status of well-informed investor, and

(b) (i) invests a minimum of EUR 125,000 in the SIF, or
(i1) has obtained a an assessment from a credit establishment as defined in directive
2006/48/CE, from an investment firm as defined in directive 2004/39/CE, or from a man-
agement company as defined in directive 2001/107/CE, certifying his expertise, his experi-
ence and his knowledge to appraise in an appropriate manner an investment in a SIF.

Listing requirements
There are no mandatory listing requirements to fulfil in order to achieve SIF eligibility.

Asset level / activity test

Restrictions on activities / investments

Principle of risk-spreading

A SIF may invest into 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) participations 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 its Circular 07/309.

Since all investors in specialised real estate investment funds must be institutional, profes-
sional or other well-informed investors, they are deemed to have sufficient experience to
judge themselves on the concept of risk-spreading and the information they need to form an
investment decision. Those investors do not require the same level of protection as investors
in retail funds.

The SIF Law requires that the offering document includes the information necessary for inves-
tors to be in a position to make a well-informed judgment on the investment proposed to them.
The CSSF considers that the offering document must include quantifiable restrictions evidenc-
ing the fulfilment of the principle of risk-spreading.

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 or
(i) 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 pur-
pose. However, this 30% rule does not apply during a start-up period; which in principle may not
extend beyond four years after the closing date of the initial subscription period.

Leverage

Leverage

No quantitative restrictions
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Though the SIF Law does not provide for quantitative borrowing restrictions, the CSSF requires
a 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
which are clearly outside those trends.

Profit distribution obligations

Operative income Capital gains Timing

No obligation No obligation N/A

There are no profit distribution obligations or restrictions applicable to SIFs for as long as
the minimum capitalisation referred to above (under question 2.2) is complied with. The net
assets may thus not fall below 2/3 of the legal minimum of EUR 1.25 million.

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
regulations, may result in the striking of the fund from the official SIF list by the CSSF, sub-
sequently triggering a liquidation of the SIF. Criminal penalties may apply to those involved
with the management or administration of a specialised real estate fund, although not to the
fund itself.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

Tax-exempt Tax-exempt Tax-exempt (except Savings Directive)

Current income, Capital gains and Withholding tax

Luxembourg specialised real estate funds are fully exempt from income, wealth and with-
holding tax on the profits derived from investments, whether such profits constitute current
income or capital gains.

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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Capital duty

Capital duty has been abolished as of January 01, 2009. As such, no capital duty will be levied
on the issuance of shares nor increase in capital. That said, a fixed registration duty of EUR
75 would be applicable on transactions involving Luxembourg entities (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. Under specific circumstances, income (dividends and gains realised upon
redemption or sale) from a specialised real estate fund structured as an FCP may fall under the
scope of the Luxembourg implementation of the EU Savings Directive and thus trigger either
an exchange of information with the country of residence of the beneficiary or a taxation at
source of 20% on the taxable interest income.

Real estate tax
Specialised real estate funds owning Luxembourg real property may be subject to certain real
estate taxes and transfer taxes in Luxembourg.

VAT
Management services provided to a Luxembourg specialised real estate fund in principle are
exempt from Luxembourg VAT.

Accounting rules

Specialised real estate funds may either apply Luxembourg generally applicable accounting
standards or IFRS.

Transition regulations

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. Each conversion thus requires a detailed analysis of the
potential tax implications.

Registration duties

Registration duties

Luxembourg real estate transfer tax (Max. 10%)

Luxembourg 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 fund in exchange for the issuance of shares, transfer taxes
will in principle be replaced by the fixed registration duty of EUR 75.
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Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

Corporate income tax (max. 21%) Income tax (max. 38.95%) nla
combined with municipal tax

(max combined rate of 28.59%)

Net worth tax (0.5%)

Corporate shareholder

A corporate domestic shareholder will be fully subject to tax on any income derived from a
Luxembourg specialised real estate fund in the form of a SICAV or SICAF. Therefore dividends,
capital gains and return of capital received by such shareholder are fully subject to Luxem-
bourg corporate income tax (max. 21%) and municipal business tax, which may lead to an
aggregate tax burden of up to 28.59% (Luxembourg-City). Income received from a Luxembourg
specialised real estate fund in the form of an FCP or SCS in principle is also taxable, but not
to the extent the corporate shareholder could apply the participation exemption in relation to
the fund's underlying investments, if applicable.

A corporate domestic shareholder will also be subject to net worth tax levied on its net assets
at a rate of 0.5%.

Individual shareholder

Income and profit received by an individual domestic shareholder from a Luxembourg spe-
cialised real estate fund will be fully subject to Luxembourg tax, and borne by the recipient
(max. 38.95%).

Interest paid by the fund to an individual domestic shareholder managing his or her own
private wealth is subject to a final 10% 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 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%) share-
holding in the fund.

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 are not subject to taxes in Luxembourg.
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Capital gain on the disposal of shares of a Luxembourg specialised real estate fund earned by
a foreign shareholder is not subject to tax provided the shareholder does not hold a substantial
participation and alienates such participation within six months. In case of disposal after six
months or more, the disposal could be subject to tax in Luxembourg if the selling shareholder
has been a Luxembourg resident taxpayer for more than 15 years and has become a non-
Luxembourg taxpayer less than five years before the disposal takes place.

Tax treatment of foreign REIT and its domestic
shareholder

Foreign REIT Corporate shareholder Individual shareholder

Net worth tax 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 share-
holder may be fully subject to Luxembourg corporate income tax (max. 21%) and municipal
business tax, which may lead to an aggregate tax burden of up to 28.59% (Luxembourg-City).
Income received from a foreign REIT which 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 in relation to the fund's underlying investments.

The net worth tax (as referred to in par. 4.1) in principle also applies in relation to a foreign
REIT.

Individual shareholder

Income and profit received by an individual domestic shareholder from a foreign REIT will be
fully subject to Luxembourg tax in the hands of the recipient (max. 38.95%). m
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Areal view of the Rotterdam, The Netherlands.
1 General introduction
Enacted year Citation REIT type
FBI 1969 FBI (art. 28 CITA) In principle corporate type

(pure tax regime)

The Netherlands introduced the Fiscal Investment Institution regime (Fiscale Beleggings-
instelling: FBI) in 1969. The FBI does not benefit from an exemption from corporate income tax
as such. Instead, it is subject to a corporate income tax rate of 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 also apply
to other passive, portfolio investments than real estate.

In 2007, the FBI regime was amended to comply with EU law regulations. It has become pos-
sible for a foreign entity to apply for the regime. Further, certain restrictions which prohibited

foreign shareholders to invest in an FBI have been abolished.

Sector summary (end of June 2009)

Number of listed REIT FBIs Market cap (€bn) % of global REIT market

FBI 8 5.9 2.1%
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Top five listed REITs
Market cap (€m) Sector type
Corio NV 2,652 Industrial, Office, Retail
Wereldhave NV 1,130 Industrial, Office, Residential, Retail
Eurocommercial Properties NV 788 Industrial, Office, Retail
Vastned Retail NV 589 Others, Retail
Nieuwe Steen Investments Funds NV 434 Industrial, Office, Residential, Retail
Requirements

Formalities / procedure

Key requirements

Application in the corporate income tax return

Assuming that the conditions for application of the FBI regime are fulfilled, the relevant entity
only needs 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.

Listed FBIs and often FBIs which raise investment from retail investors, are supervised by
the Dutch Financial Market Authority (Authoriteit Financiéle Markten) and are accessible to
the public. However, the FBI regime is a corporate tax regime. Therefore, 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: WFT). Reference is made to the WFT
in connection with the shareholders’ test though (see below).

Legal form / minimum share capital

Legal form Minimum share capital
- Dutch limited liability company (BV) - BV: EUR 18,000

- Dutch public company (NV) - NV: EUR 45,000

- Open ended investment fund for joint account (FGR) - FGR: None

- Comparable foreign legal entity

Legal form

A Dutch public limited company (NV), a private limited liability company (BV), an open-ended
investment fund (fonds voor gemene rekening: FGR) or comparable foreign legal 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.

If the FBI takes the form of an FGR - an entity which in itself does not have legal personality - in

practice it is required to have a management company. An FBI can only be self-managed if it is in
the form of a company, although a management company could also be used in that situation.
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Minimum share capital

The FBI regime does not impose any requirements as to minimum share capital. However,
minimum capital requirements do follow from Dutch company law and are as follows for the
various Dutch entities:

BV: EUR 18,000

NV: EUR 45,000
FGR: none

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

If listed or regulatory licensed: No

- One single corporate entity may stand alone or together with
affiliates hold up to 45% of the shares

- One single individual may hold up to 25% of the shares

If not listed or licensed:

- The shares in the FBI must for at least 75% be owned by indi-
viduals / non-taxable corporate entities / listed FBIs

- One single individual may hold up to 25% of the shares

Further, in both cases:

Only up to 25% of the shares in the FBI may be owned by Dutch

corporate entities through the interposition of foreign entities

Shareholder requirements

The FBI shareholder requirements are more lenient if either the FBI is listed on any recognised
stock exchange, it (or its manager) has a licence pursuant to the WFT or it (or its manager) ben-
efits an exemption there from (‘regulated FBI'). If the FBI does not meet any of these require-
ments (‘non-regulated FBI') more stringent shareholder requirements must be met.

In case of a regulated FBI the shareholder requirements can be summarised as follows:

= a single corporate entity (a regulated FBI excluded) which is subject to any form of profit
tax or an entity whose property is 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 an interest of 25% or more.

In case of a non-regulated FBI, the shareholder requirements are that:

= at least 75% of the shares must be held by any combination of (i) individuals, (ii) corporate
entities which are not subject to any form of profit tax or which are exempt there from
and whose profit is not taxed in the hands of the beneficial owner of those profits and (iii)
directly or indirectly by regulated FBIs;

= a single individual may not own an interest of 5% or more.

Irrespective of whether the FBI is regulated 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 which have a capital divided into shares or mutual funds.

Listing requirements
Listing is not required, but it does offer access to less restrictive shareholders conditions.
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Asset level / activity test

Restrictions on activities / investments

- FBIs are only permitted to passive, portfolio investments
- FBIs are allowed to invest abroad

In order to qualify as an FBI, a company is required to limit its activities exclusively to that
of making portfolio investments (passive investments). Activities qualify as portfolio invest-
ment activities if investments are made with a view to realise a yield on investment which
one reasonably may expect from regular portfolio investments, such as investments in shares,
bonds, other securities and real estate.

The company must restrict its activities to ‘passive’ real estate investments. As of 2009 the
permitted activities of an FBI itself also include (i) the granting of bank guarantees to affiliated
companies whose assets comprise at least 90% of real estate (and associated rights), and (ii)
financing those companies with external loans. Further, real estate development is, in principle,
not regarded as ‘passive’ investment activity. However, development activities on behalf of the
FBI itself are specifically permitted. These activities should be carried out by a subsidiary which
is subject to tax at the common corporate tax rate. This development subsidiary is not allowed to
carry out any other activity than development for the FBI's portfolio of properties and it should
charge the FBI for an arm'’s length fee. For practical purposes the law provides for a safe haven
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: WOZ).

An FBI is allowed to invest in foreign assets. It would, however, still be subject to the same restric-
tions. It may hold shares and / or interests in subsidiary corporations and / or in partnerships.

Leverage

Leverage

- 60% of fiscal book value of directly/indirectly held real estate; and
- 20% of fiscal book value of all other investments

The loan capital may not exceed:
= 60% of the fiscal book value of directly / indirectly held real estate; and
= 20% of the fiscal book value of all other investments.

Loan capital is defined as the total amount borrowed. Loan capital is, in principle, calculated
on a non-consolidated basis.

As of 2009, the 60% leverage ratio for investments in real estate also applies to equity invest-
ments through shares in affiliated companies whose assets comprise at least 90% of real
estate (and associated rights), i.e. indirectly held real estate. Further, intra-group loans to
such real estate subsidiaries of the FBI may be externally funded up to 100%. Therefore, intra-
group financing arrangements made to real estate subsidiaries effectively fall outside the FBIs
leverage restriction. Consequently, the FBI will be able to attract external financing in order
to provide back-to-back financing to real estated group subsidiaries without deteriorating its
financing limits.
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Profit distribution obligations

Operative income Capital gains Timing
100% of taxable profit Capital gains / losses can be allocated Within eight months after the end of
to a tax-free reserve its financial year

Operative income

Dutch tax law requires that the FBI distributes all of its profits to its shareholders within eight
months after the end of its financial year. The amount of profit is calculated in accordance
with the standard tax accounting principles, with exceptions especially provided for FBIs.
According to these rules, depreciation on passively held real estate in practice is abandoned in
most cases as from 2008. As a result, most FBIs will have faced a sharp increase of the profits
that needs to be distributed.

Capital gains

The net balance of capital gains and losses, and devaluation gains/losses on other invest-
ments in securities, is excluded from the taxable profit if the FBI has elected to apply what is
called a reinvestment reserve (herbeleggingsreserve).

Sanctions

Penalties / loss of status rules

Cancellation of FBI status

If at any moment during a given financial year a FBI does not comply with the abovemen-
tioned conditions, it will retroactively lose its FBI status as per the start of the year during
which such event occurred. However, if the FBI does not comply with its profit distribution
obligation, the entity will lose its FBI status as of the beginning of the year the profits of which
were required to be distributed.

Consequently, with retroactive effect direct investment returns and capital gains realised
throughout the years of non-compliance will be fully taxed with corporate income tax at a gen-
eral rate of 25.5% (the taxable amount up to EUR 200,000 will be subject to a rate of 20%).

Tax treatment at REIT level

Corporate tax / withholding tax

Current income Capital gains Withholding tax

Real estate income is part of the  Capital gains / losses can be allocated Taxes withheld are not refunded; FBIs
taxable profit and is subjecttoa  to a tax-free reserve and are thus are granted a dividend tax remittance
corporate income tax rate of 0%  exempt from corporate income tax rebate instead

(effective exemption)
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Current income

The FBI's profits are determined in accordance with Dutch tax accounting principles and
are subject to Dutch corporate income tax at a special rate of zero percent. (0%). The taxable
profits typically include the direct investment result and, if the reinvestment reserve is not
applied, the balance for capital gains and losses.

Capital gains

The FBI can elect to apply a reinvestment reserve. By doing so, the balance of capital gains
and losses are excluded from the taxable income and allocated to the tax-free reinvestment
reserve. The remainder of taxable income represents the annual distribution obligation (see
above).

Withholding tax

Irrespective whether it concerns Dutch or foreign taxes levied at source, such as withholding
taxes on received dividends or interest, the FBI cannot claim a refund of these taxes or credit
them against Dutch tax.

Instead, the FBI is able to recover the 15% Dutch dividend withholding tax which it has suf-
fered on dividends which it has received in respect of its investments in Dutch shares, through
a rebate against the FBI's own obligation to remit to the Dutch tax authorities the 15% Dutch
dividend tax which it has withheld on its own profit distributions (afdrachtvermindering).
The same goes, subject to certain conditions, with respect to foreign withholding taxes on
dividends and interest suffered by the FBI.

With respect to such a rebate in respect of foreign withholding taxes, certain limitations apply
such as a maximum underlying tax rate of 15% which will be taken into account with respect
to foreign source dividends and interest and the rebate is further reduced if and to the extent
that a foreign shareholder of the FBI is entitled to a reduction of the Dutch dividend withhold-
ing tax rate under a prevailing arrangement for the avoidance of double taxation.

Accounting rules

There are no special commercial accounting rules for FBIs. An FBI is required to follow IFRS
rules, just like any other listed company.

Transition regulations

Conversion into REIT status

- All assets and liabilities are assessed at market value
- Tax-recognised 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 a regular rate

At the end of the year immediately prior to the year as of which the entity converts to an FBI,
all its assets and liabilities must be marked-at-market value. Hidden capital gains are therefore
realised and subject to corporate income tax in accordance with the regular rules. Tax-free
reserves must be realised and added to the taxable profits. The final tax charge prior to con-
version is levied at the ordinary Dutch corporate income tax rates, i.e. a special conversion
regime is not available.
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Registration duties

Registration duties

- No capital duties
- A real estate transfer tax of 6% applies if the FBI acquires, or disposes of, Dutch real estate or shares of Dutch
real estate companies

A 6% real estate transfer tax (overdrachtsbelasting) applies if the FBI acquires or disposes of
Dutch real estate. In addition, an acquisition leading to an interest of at least one third in a
Dutch real estate company is subject to real estate transfer tax as well. Real estate transfer
tax is levied from the acquirer of Dutch real estate or the shares of the Dutch real estate com-

pany.

Tax treatment at shareholder level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Dividends and capital gains are  Taxpayer is taxed on the basis of a - In principle, withholding tax of 15%
taxable deemed income - Creditable

Corporate shareholder

A Dutch corporate investor's investment in shares in the FBI disqualifies for the participation
exemption regime. Therefore, any benefits derived from this shareholding in terms of divi-
dends and capital gains, will be included in the taxable profits and will be liable to corporate
income tax at the regular rate (25.5%).

In principle, Dutch corporate investors can credit the Dutch dividend withholding tax which
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.

Individual shareholder

The income tax consequences of a Dutch individual shareholder depends on the qualification
of the FBI participation for the investor. In most cases, benefits from the investment will be
taxed annually as a benefit from savings and investments (voordeel uit sparen en beleggen).
Such benefit is deemed to be 4% per annum of the average of the 'yield basis' (rendements-
grondslag) at the beginning and at the end of the year, to the extent that such average exceeds
the ‘exempt net asset amount’' (heffingvrij vermogen) for the relevant year. The benefit is
taxed at the rate of 30%. The value the investment forms part of the yield basis. Actual ben-
efits derived from the participation in the FBI, including any gain realised on the disposal of
the shares, are not as such subject to Dutch income tax.

If an individual owns, alone or together with certain family members, an interest of 5% or
more in an FBI, the dividend distributions and capital gains are subject to the so-called ‘sub-
stantial interest' taxation rules. Basically, all results from the interest are taxed at a flat rate of
25%, if and when received.
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If an individual owns FBI shares in the course of his enterprise, the results from the interest
could be subject to tax at progressive income tax rates (up to 52%).

Withholding Tax

Distributions of profits in whatever name or form made by an FBI are subject to 15% Dutch div-
idend withholding tax. Distributions sourced from the reinvestment reserve (herbeleggingsre-
serve) are considered to have a capital nature for tax purposes and, therefore, are not subject
to Dutch dividend withholding tax under certain circumstances. The repayment of nominal
share capital is generally not subject to dividend withholding tax. However, the redemption
of share premium is only free from dividend withholding tax if the FBI does not have any net
profit (zuivere winst), such as available profit reserves or hidden reserves.

Dutch taxable corporate and individual shareholders are allowed to credit the Dutch withhold-
ing tax against the corporate income tax and personal income tax liability in the Netherlands.
If the FBI has applied the dividend tax remittance rebate (afdrachtsvermindering), this does
not affect the entitlement to a credit by such Dutch shareholder.

Provided that they are the beneficial owner of the dividend, Dutch entities and entities which
are established within the European Community and are comparable to a Dutch corporate
entity which is not subject to Dutch corporate income tax, can claim a refund in the Nether-
lands of Dutch dividend withholding tax suffered on distributions by an FBI. The refund may
not be equal to the entire amount of Dutch dividend tax which they have suffered in respect of
their dividend. If the FBI has applied the dividend tax remittance rebate (afdrachtverminder-
ing) with respect to foreign withholding taxes, the refund will be reduced.

Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

Generally speaking should not be Generally speaking should not be sub- - Tax treaty relief might apply
subject to corporate income tax  ject to personal income tax - Parent-Subsidiary Directive does not

apply

Corporate shareholder

Generally speaking, foreign corporate investors should not be subject to Dutch corporate
income tax with respect to their investment in an FBI. However, a foreign corporate investor
which owns a so-called ‘substantial shareholding’ in a Dutch FBI (generally speaking 5% or
more of the FBI's aggregated nominal share capital) may be liable to corporate income tax on
the dividends received and capital gains made. Most conventions for the avoidance of double
taxation concluded by the Netherlands prohibit the Netherlands from exercising these 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 which
owns a so-called ‘substantial shareholding’ in a Dutch FBI (generally speaking 5% or more of
the FBI's aggregated nominal share capital) may be liable to personal income tax at a flat rate
of 25% on the dividends received and capital gains made. Most conventions for the avoidance
of double taxation concluded by the Netherlands prohibit the Netherlands from exercising
these taxing rights.
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Withholding tax

Distributions of profits in whatever name or form made by an FBI are subject to 15% Dutch div-
idend withholding tax. Distributions sourced from the reinvestment reserve (herbeleggingsre-
serve) are considered to have a capital nature for tax purposes and, therefore, are not subject
to Dutch dividend withholding tax under certain circumstances. The repayment of nominal
share capital is generally not subject to dividend withholding tax. However, the redemption
of share premium is only free from dividend withholding tax if the FBI does not have any net
profit (zuivere winst), such as available profit reserves or hidden reserves.

Provided that it is the beneficial owner of the dividend, an entity which is established within
the European Community and is comparable to a Dutch corporate entity which is not subject
to Dutch corporate income tax, can file a request before the Dutch tax authorities for a refund
of Dutch dividend withholding tax. The refund may not be equal to the entire amount of Dutch
dividend tax which it has suffered in respect of its dividend. If the FBI has applied the divi-
dend tax remittance rebate (afdrachtvermindering) with respect to foreign withholding taxes,
the refund will be reduced.

Tax treatment of foreign REIT and its domestic
shareholder

Foreign REIT Corporate shareholder Individual shareholder
A foreign REIT is tax-exempt No specific tax privileges No specific tax privileges
Foreign REIT

A foreign entity which is comparable in nature, form and behaviour to the qualifying Dutch
FBI and that complies with all the FBI requirements (shareholder, leverage, etc) can obtain
FBI status in respect of its qualifying Dutch sources of income (Dutch real estate, etc.). In that
case, qualifying FBI income derived from Dutch taxable source will be subject to a corporate
income tax rate of 0%.

Corporate shareholder

The participation exemption does not apply to a participation in a Dutch resident or foreign
resident company which qualifies as an FBI. Hence, a Dutch corporate shareholder owning
a participation in a foreign entity which qualifies as an FBI cannot apply the participation
exemption in respect of income and gains derived from the participation in the FBI. However,
a participation of a Dutch corporate taxpayer in a foreign REIT is in principle eligible for the
participation exemption, provided certain conditions are met.

Individual shareholder
There is no specific tax privilege. m
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Spain (REcI)

The leaning Kio Towers in Madrid.

General introduction / history / REIT type

Enacted year Citation REIT type REIT market

SOCIMI 2009 Bill of Law Corporate type To be established

The Bill governing the ‘Sociedades Anonimas Cotizadas de Inversion en el Mercado Inmobil-
iario' (the so-called ‘SOCIMI') introduces to the Spanish real estate market a long-awaited REIT
vehicle. However, SOCIMIs, unlike other European REITs will be taxed at a flat 18% tax-rate.
This tax will be the final tax for Spanish Personal Income Tax taxpayers and for Non-Resident
(without permanent establishment in Spain) taxpayers, as generally none of them will be
taxed on dividends and capital gains derived from their investment in a SOCIMI.

The Bill is expected to be enacted during the last quarter of 2009. All the information included
in this section is based on the latest version of said Bill of Law of June 25, 2009.

Requirements

Formalities / procedure

Key requirements

- To be listed in a regulated market
- Election to apply the special tax regime

SOCIMIs must be listed in a regulated market in Spain, in the European Union, or within the
European Economic Area uninterruptedly for the entire tax period.
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Furthermore, the election to apply this special tax regime must be adopted by the general
shareholders meeting and notified to the Tax Authorities prior to the last quarter of the tax
period in which the special tax regime is intended to be applied. This tax regime will have
effects as from that period until notification is given to stop applying this special regime.

Legal form / minimum share capital

Legal form Minimum share capital

Listed join stock corporation (Sociedad Andnima) EUR 15 million

SOCIMIs must take the form of a listed joint-stock corporation with a minimum share capital
of EUR 15 million.

Besides, it is compulsory that their corporate name includes the name or acronym by which

they are known in Spain; i.e. ‘Sociedad Andnima Cotizada de Inversion en el Mercado Inmo-
biliario, Sociedad Andnima’ or ‘SOCIMI, S.A.".

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

- No maximum ownership percentage Yes
- Minimum free float of 25%

Shareholder requirements
There is no prohibition of acquisition of a shareholding over a determined percentage of the
share capital. However, it is required to maintain at least 25% of free float.

Listing requirements
Listing is mandatory.

Asset level / activity test

Restrictions on activities / investments

- Asset test: at least 80% of their assets must be invested in: (a) real estate (acquired or developed) to be rented
or, (b) other SOCIMIs, (c) foreign REITs and (d) Spanish or foreign qualifying subsidiaries and real estate collective
investment schemes.

- Revenue test: at least 80% of the SOCIMIs revenues must derive from eligible assets.

- Asset diversification: SOCIMIs must own at least three properties - none of them representing more than 40% of
the total assets value upon acquisition.

- Minimum holding period: qualifying assets are generally subject to a minimum three-year holding period (seven
in the case of property developed by the SOCIMI).

A SOCIMI must have as primary corporate purpose:

i To acquire and develop (restoring included) urban real estate for rental purposes.

ii. To hold shares of other SOCIMI or REITs which have a similar corporate purpose and
similar income distribution requirements.

iii.  To hold registered shares in the capital stock of other (non-listed) companies - regard-
less they are tax resident in Spain or not - which have as their primary corporate pur-
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pose to acquire urban real estate to be rented, and are subject to an equivalent invest-

ing, income distribution and leverage requirements. However, these companies cannot

hold investments in the capital stock of other companies. Besides, these entities must

be fully owned by a SOCIMI or a REIT. It should be noted that these entities may also

opt to apply SOCIMI special tax regime (to the extent that they are Spanish residents).
iv. To hold shares/participations in real estate collective investment schemes.

At least 80% of their assets must be those describe above, and at least 80% of the SOCIMI
revenues must derive from the above-mentioned eligible assets.

It is compulsory that a SOCIMI owns at least three properties, any of which must not repre-
sent more than 40% of the total asset value upon acquisition according to the information
disclosed in its consolidated balance sheet. In this respect, the assets value can be calculated
at either book value or fair market value.

Finally, there is a minimum holding period requirement for eligible assets:

i Real estate acquired: it must be rented during at least three years. For this purpose, the
period of time during which the property is on the market for rent will be computed
(although vacant), with a maximum of one year.

ii. Real estate developed by the company: seven years.

iii.  Qualifying shares/participations: three years.

Leverage

Leverage

- Maximum 70% of leverage (Debt/Assets) ratio

There is a leverage threshold of 70% over the value of the assets (according to the information
disclosed in the individual/consolidated balance). SOCIMIs can elect to compute assets either
at book value or fair market value.

Profit distribution obligations

Operative income Capital gains Timing
- 90% of profits obtained from - 50% of profits derived from the - In a maximum of seven months as
rental and ancillary activities transfer of qualifying property and from the financial year end

-100% of profits stemming from holdings where the holding period
dividends distributed by qualify-  has been met
ing entities

Operative income

At least 90% of the operative income of SOCIMI coming from rental and ancillary activities.
However 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 of real estate
assets (where the holding period has been met) and qualifying holdings must be distributed.
The other 50% of that profit must be reinvested in eligible assets in a period of three years.
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Timing

All income must be distributed among the shareholders in the month following the date of the
distribution agreement. The distribution agreement needs to take place within six months of
the financial year end.

Exception:
Income subject to the general tax rate of 30% is not subject to any distribution requirement.

Sanctions

Penalties / loss of status rules

- Loss of SOCIMI status
- Penalties of EUR 1,500 up to EUR 30,000 in case of failure to comply with information obligations

A SOCIMI failing to comply with the established requirements will loose the SOCIMI status
and the special tax regime.

In case of not compliance with information obligations, the Bill establishes penalties from
EUR 1,500 up to EUR 30,000 depending on the kind of information not provided.

Tax treatment at the level of REIT

Corporate tax / withholding tax

Current income Capital gains Withholding tax

- 18% corporate income tax rate - 18% income tax rate (general rule) General withholding tax rules
(general rule). An effective tax rate - 30% on certain events
of 14.4% may also be applicable to
SOCIMIs engaged in the rental of
real estate, provided that certain
requirements are met
- 30% on certain events

Current income

As a general rule, a SOCIMI will be taxed under Corporate Income Tax (CIT), at a reduced
18% flat rate. Furthermore, the special tax regime grants a 20% exemption for rental income
derived from residential real estate provided that more than 50% of the assets of the SOCIMI
consist of residential real estate (leading to an effective tax rate of 14.4%).

Nevertheless, a SOCIMI will be taxed at the standard CIT rate of 30% on:

i Rental income when the tenant is (a) a company belonging to the same group as defined
in article 16 of the CIT Act or (b) it is resident in a tax haven for Spanish tax purposes;
and

ii. Income derived from transactions which will not trigger any income from accounting
standpoint.
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Capital gains
As a general rule a SOCIMI will be taxed under CIT, an 18% flat rate applicable.

Nevertheless, a SOCIMI will be taxed at the standard CIT rate of 30% on:
i Capital gains derived from the disposal of qualifying assets/participations in the fol-
lowing events:
a. When the holding period requirement has not been met;
b. When the transferee is a company that is a related party within the same group as
defined in article 16 of the CIT Act;
c. When the transferee is tax resident in a tax haven from Spanish standpoint; and
ii. Income derived from transactions which will not trigger any income from accounting
standpoint.

Other taxes
The incorporation/share capital increase of a qualifying SOCIMI as well as the contribution of

assets to the latter are eligible for a capital duty (1%) exemption. See also section 3.3.

Withholding tax
General withholding tax rules apply.

Accounting rules
No specific particularities apply. Spanish GAAP must be observed.

Transition regulations

Conversion into REIT status

- The requirements of the SOCIMI regime must be met in the following two years after the option for this tax
regime is made
- There are also special transition rules for holding period requirements

Regardless the fact that 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 option for this tax regime is made.

During this transitional period the shareholders’ taxation will be the following:

= CIT and non-residents with permanent establishment taxpayers will be entitled to apply
the special regime.

= Personal Income Tax and non-residents without permanent establishment taxpayers, will
be entitled to apply the special regime provided that at the time of filing the corresponding
tax returns, the SOCIMI meets all the requirements (otherwise, they can apply the regime
retroactively once the requirements are met).

Finally, up to December 31, 2010, the minimum holding period of three years for real estate can

be reduced to two/one year/s to the extent that the property has been rented or on the market
for rent in the five/ten years respectively prior to the date of election of SOCIMI status.

Registration duties

Registration duties

- 95% exemption on Transfer Tax and Stamp Duty
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A 95% exemption of Transfer Tax (tax rate between 6% and 7%) and Stamp Duty (tax rate
between 0.5% and 2%) is applicable to residential real estate acquired for rental purposes.

Tax treatment at the shareholder’'s level

Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax

- As a general rule, dividends an - As a general rule, dividends and capi- - No withholding tax
capital gains are subject to a 12% tal gains derived from a SOCIMI are
effective taxation exempt, subject to certain limitations

Corporate shareholder

i Dividends will be grossed up and taxed at the standard 30% rate, with a right to a tax
credit equivalent to 18% of the income included in the shareholder's taxable base (with
certain exceptions). The effective tax rate for the shareholder will be 12%, and therefore
the overall tax burden (SOCIMI + Spanish corporate shareholder) will be 30% (18% plus

12%).

ii. Capital gains will be taxed at the standard 30% tax rate, subject to the following rules:

a. Atax credit of 30% to avoid double taxation shall be applicable in relation to income
derived from the transfer of the SOCIMI shares (art. 30.5 of Spanish CIT Act), cor-
responding to retained earnings of the SOCIMI that have been subject to the general
rate of CIT (30%), provided that certain requirements are met.

b. With regards to the portion of the capital gain corresponding to retained earnings of
the SOCIMI that have been taxed at the special 18% tax rate, these will be grossed
up, with a right to a 18% tax credit. The effective rate for the shareholder will there-
fore be 12%.

c. Any losses obtained will not be deductible if the shares were acquired from a related
party as defined in article 16 of the CIT Act, to the extent of the exempt income
obtained by that party at the time of the first transfer.

Individual shareholder

We should distinguish:

i Dividends will be fully exempt.

ii. Capital gains will be calculated according to Personal Income Tax Act rules. Should
there be a gain, this gain will be tax exempt up to the difference between:

a. The result of multiplying 10% of the basis in the SOCIMI shares by the number
of years of the holding period in which the SOCIMI has applied the special tax
regime.

b. And the amount of the exempt dividends received during the holding period.

The capital gain will not be exempt if it was acquired from a related party to the extent of the
loss obtained by that company on the transfer.

Withholding tax
Dividends distributed to shareholders are not subject to withholding taxes.
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Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax

As a general rule, dividends and  As a general rule, dividends and capi- No withholding tax
capital gains derived from their tal gains derived from their investment

investment in SOCIMI are exempt, in SOCIMI are exempt, subject to cer-

subject to certain limitations tain limitations

Corporate shareholder

The following relates to foreign corporate shareholders not acting in Spain through a per-
manent establishment. In such cases, the applicable tax treatment would be the same as for
Spanish resident individual shareholders. In this respect we should distinguish:

i Dividends will be exempt. However, shareholders resident in tax havens will be taxed
on dividends at 18% rate.
ii. Capital gains will be subject to the same rules applicable to Spanish resident individu-

als. However shareholders resident in tax havens will be taxed on capital gains at an
18% tax rate.

Individual shareholders
The same tax treatment as corporate foreign shareholders applies.

Withholding tax
Dividends distributed to shareholders (resident or non-resident) are not subject to withholding
taxes.

Tax treatment of foreign REIT and its domestic
shareholder

Foreign REIT Corporate shareholder Individual shareholder
Case by case analysis needed Subject to taxation in Spain. Specific ~ Subject to taxation in Spain. Specific
analysis of foreign REIT is required analysis of foreign REIT is required
Foreign REIT

The taxation of foreign REITs varies on a case-by-case basis. Many factors are taken in con-
sideration such as whether the foreign REIT operates in Spain through a permanent establish-
ment, or if the foreign REIT qualifies as a transparent entity, among others. No special rules
apply except for foreign REITs incorporated in black-listed tax havens, in which case special
anti-abuse rules apply (similar to CFC rules).

Corporate shareholder
Subject to taxation in Spain. Double taxation relief credit or participation exemption may be
available, specific analysis of foreign REIT is required though.

Individual shareholder

Subject to taxation in Spain. Double taxation relief credit may be available, specific analysis
of foreign REIT is required though. m
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Turkey (rEIC)

Suleiman The Magnificent Mosque and Golden Horn in Istanbul, Turkey.

General introduction

Enacted year Citation REIC type
REIC 1995 - Capital Markets Law Corporate type
- Communiqué on Principles National Stock Exchange

Regarding Real Estate Investment Commission
Companies, Serial VI No. 11

REIC is a capital market institution that can invest in real estate, capital market instruments.

REICs were introduced in 1995 after the completion of the necessary legal arrangements by
the Capital Markets Board (‘CMB'). Turkish REICs are corporate income tax-exempt stock com-
panies that must be listed on an organised stock market in Istanbul.

The Turkish real estate market has grown very rapidly and has demonstrated remarkable
performance during the past couple of years. In parallel to the increase in demand and high
quality office and retail space, the brand new mortgage system and decreasing interest rates
have been the main catalysts for the noteworthy pick up of the real estate market.

REICs have entered the Turkish real estate market as an advantageous vehicle that offers easy
access to the profits of huge real estate portfolios. Thus REICs have attracted the attention of
both local and foreign investors. The 14 listed REICs’ total net asset value reached a level of
approximately EUR 2.1 billion as of March 31, 2009.

Starting from the beginning of 2009, the CMB announced another type of CMB-regulated
company as Infrastructure Real Estate Investment Companies (IREIC). IREICs are closed-end,
corporate tax exempt, investment companies managing portfolios composed of infrastruc-
ture investments and services, projects based on infrastructure investments and services,
capital market instruments based on infrastructure investments and services, infrastructure
companies, other real estate investment trusts, companies operating foundations established
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within infrastructure investments and services (operating companies) and other capital mar-
ket instruments. (Explanations below are specific to REICs. Please consult your advisor for
detailed info regarding IREICs).

Sector summary (end of March 2009)

Number of companies Market cap (€bn) % of global REIT market

REIC 13 0.9 0.3%

Top five REICs
Market cap (€m) Sector type

Sinpas Gayrimenkul Yatirim Ortakligi AS 246 Residential

Is Gayrimenkul Yatirim Ortakligi AS 223 Hotel, Land, Office, Retail

Akmerkez Gayrimenkul Yatirim Ortakligi AS 174 Hotel, Leisure, Office, Parking, Residential, Retail

Atakule Gayrimenkul Yatirim Ortakligi 46 Hotel, Office, Retail

Alarko Gayrimenkul Yatirim Ortakligi AS 43 Hotel, Land, Leisure, Residential, Retail
Requirements

Formalities / procedure

Key requirements

- Regulated and closely monitored by the Capital Markets Board (CMB)
- Statutes must be in accordance with the law and the procedures of the Communiqué
- Founders must have no records of legal prosecution due to bankruptcy or other offences

According to article 6 of the Communiqué, REICs may be constituted by way of establish-
ing new joint stock companies, or existing joint stock companies can convert into REICs by
amending their articles of association in accordance with the procedures of the Communiqué
and CML.

For the purpose of establishing a REIC, the founders are required to apply to the CMB in order to
obtain its approval for establishment with an application for establishment form, the format and
procedures of which are determined by the CMB, and the documents specified in this form.

For either the establishment or the conversion of a company into an REIC, CMB approval must

be obtained.

In order to obtain the approval for establishment from the CMB, the applicant companies are

required to hold the qualifications specified below:

= Prospective REICs have to be established in the form of joint stock companies with regis-
tered capital,

= Prospective REICs have to be established in order to offer the shares representing at least
49% of the issued capital to the public within the period and principles determined by the
Communiqué,
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= The initial capital should not be less than TRY 11.2 million for the year 2009. This amount
is to be amended by the CMB annually.

= [f the initial capital is less than TRY 50 million, at least 10% of the shares representing initial
capital should be issued for cash; if the initial capital is TRY 50 million or more, at least TRY
5 million of the shares representing the initial capital should be issued for cash,

= The phrase “Real Estate Investment Company” should be included in the commercial title,

= An application has to be filed with the CMB for the providing of portfolio management
services,

= Natural person founders and the members of the board of directors of legal person found-
ers, other than the founders which are public entities and which are legal entities having
the capacity of a public entity, must meet the conditions mentioned in the Communiqueé.

= The articles of association of the prospective REIC have to be in conformity with the provi-
sions of CML and the Communiqué.

= The affirmative opinion of the CMB needs to be obtained.

In order for the approval of the transformation of other companies into REICs, those compa-

nies should meet the following requirements;

= Applicant companies are required to be in the registered capital system or should have
applied to the CMB for this purpose.

= Applicant companies are required to declare their commitment to the CMB that at least 49%
of the issued capital of that company shall be offered to the public within the period and
principles determined in the Communiqué.

= The present paid-in capital or issued capital should not be less than TRY 11.2 million.

= If the present paid-in capital or issued capital is less than TRY 50 million, at least 10% of the
shares representing present paid-in capital or issued capital should be issued for cash,

= If the present paid-in capital or issued capital is TRY 50 million or more, at least TRY 5 mil-
lion of the shares representing present paid-in capital or issued capital should be issued
for cash.

= An application needs to be filed with the CMB in order to change its commezrcial title so that
the phrase “Real Estate Investment Company” is included.

= An application needs to be filed with the CMB for the providing of portfolio management
services.

= Natural person shareholders and members of boards of directors of legal person share-
holders, other than the shareholders which are public entities and which are legal entities
having the capacity of a public entity that have at least 10% or more of the concerned com-
pany’s shares, must meet the conditions mentioned in the relevant legislation.

= An application needs to be filed to amend the articles of association to comply with the
provisions of the relevant legislation and obtain the favourable opinion of the CMB.

The CMB evaluates the application in terms of conformity to the provisions of CML and the
Communiqué. Upon obtaining the relevant approval from the CMB, an additional applica-
tion shall be filed with the Ministry of Industry and Commerce requesting the approval of
the amendments in the articles of association in the case of a conversion or the approval for
establishment in the case of immediate establishment; with documents certifying that the
capital has been paid in accordance with the provisions of the Communiqueé.

Instantaneously established companies shall acquire a legal identity upon registration of the
company with the Trade Registry in accordance with the related provisions of the Turkish
Commercial Code.

Corporations to be converted shall call the shareholders and, if necessary, the preferred stock-

holders of the company to a meeting in accordance with article 389 of the Turkish Commer-
cial Code so that the changes in the articles of association of the concerned company can be
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approved. With the approval of the amendments and registration with the Trade Registry, the
conversion transactions shall be completed.

Further requirements other than those explained above may be imposed by the CMB during
the approval process.

Legal form / minimum share capital

Legal form Minimum share capital
Joint stock company TRY 11.2 million
Legal form

The general guidelines of joint stock companies are regulated with the Turkish Commercial
Code. REIC specifics shall be determined by the Capital Market Laws and the Communiqué.
The company's name must include “real estate investment company”.

Share capital

The minimum capital requirement for a REIC is TRY 11.2 million for the year 2009. This amount
is amended annually by the CMB. If the initial capital is:

= less than TRY 50 million, at least 10% of the shares,

= TRY 50 million or more, TRY 5 million of the shares,

representing the initial capital should be issued for cash. Basically, the shares can be issued
in registered or bearer form. However, the shares representing capital in kind should be in
registered form.

Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory

Only for company founders Yes

Shareholder requirements
At least one of the founders must be leader equity owner (individually or by coming together
owning shares equals to at least 20% of capital).

It is required in the real estate investment companies that;

= Real or legal person founders must not have any payable tax and insurance premium
debt,

= Leader equity owners and real or legal founders that will have 10% or more of the capital
shares must provide the required sources obtained from their own commezrcial, industrial,
and other legal activities as free from any debt,

= Leader equity owners and real of legal founders that will have 10% or more of the capital
shares must have the good repute as required by their status.

There are no restrictions on foreign shareholders.
Listing requirements
At least 49% of the REIC's shares should be offered to the public. REICs are obligated to offer

share certificates representing 49% of their capital to the public within:
= one year, if the REIC has paid-up capital of less than TRL 50 million;
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= three years, if the REIC has paid-up capital between TRL 50 million and TRL 100 million;

= five years, if the REIC has paid-up capital of more than TRL 100 million,

following the registration of incorporation or amendment of the articles of association with
the Trade Registry.

Asset level / activity test

Restrictions on activities / investments

- Only transactions permitted by the Communiqué are allowed- Must primarily deal with portfolio management
- The portfolio of a general purpose REIC is required to be diversified

- 75% of the assets must consist of assets mentioned in their titles and/or articles of association

- Cannot be involved in the construction of real estate

- Cannot commercially operate any hotel, hospital, shopping center, etc.

- Cannot provide services by its personal to individuals or institutions

The portfolio of a general purpose REIC is required to be diversified based on industry, region
and real estate and to be managed with a long-term investment purpose.

In case a REIC is established with the purpose of operating in certain areas or investing in
certain projects, at least 75% of the REIC's portfolio must consist of assets mentioned in its title
and/or articles of association.

REIC's are required to invest in real estates, rights supported by real estates and real estate
projects at a minimum rate of 50% of their portfolio values. They can invest in time deposit
and demand deposits in TRL or any foreign currency for investment purposes at a maximum
rate of 10% of their portfolio values. The rate of vacant lands and registered lands that are in
the portfolio for a period of five years that have not been subject to any project development
should not exceed 10% of the portfolio value.

REIC's cannot:

= Engage in capital market activities other than portfolio management for its own portfolio
limited to the investment areas.

= Be involved in constructions of real estates as an constructor.

= Commercially operate any hotel, hospital, shopping center, business center commercial
parks, commercial warehouses, residential sites, supermarkets and similar type of real
estates and employ any personnel for this purpose.

= Engage in deposit business, conduct business and operations resulting in deposit collection.

= Engage in commercial, industrial or agricultural activities other than the transactions per-
mitted.

= Grant loan or commit in any debit/credit transaction which is not related to good/services
purchase and sale with their participations.

REICs can invest in foreign real estate and capital market instruments backed by real estates
at a maximum rate of 49% of the portfolio value.

Leverage

Leverage

Short-term credits limited to three times the net asset value
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In order to meet the short-term fund demands or costs related to the portfolio, a REIC can obtain
credits at a rate of three times the net asset value (as described in the quarterly portfolio table).
In order to calculate the maximum limit of such credits, the obligations of the company arising
from financial leasing transactions and non-cash credits shall be taken into account.

A REIC can issue debt instruments within the restrictions of the capital market legislation.
As for the issued debt securities, the aforementioned credits shall be deducted from the issue
limit calculated according to the capital market legislation.

Companies can issue asset-backed securities based sales contracts on or on the promises to

sell real estates from the portfolio.

Profit distribution obligations

Operative income Capital gains Timing

- Minimum 20% as first dividend ratio Will be regarded within the Annually
- Articles of association indicate the dividend ratio  distributable profit

The CMB sets out specific rules with respect to the timing, procedures and limits of profit
distributions. As REICs are public companies, profit distributions of REICs are subject to the
general regulations of the CMB regulating the profit distribution of public companies. Accord-
ing to the communiqués regarding dividend distributions, public companies are required to
distribute at least 20% of their annual profits after the deduction of tax provisions, legal
reserves and accumulated losses. The distributable profit is calculated in line with both CMB
and Turkish Commercial Code regulations. In order to secure the capital position of the REIC,
the lesser of the net distributable profit calculated in line with the Turkish Commercial Code
or in line with CMB regulations should be distributed.

However, based on the CMB communiqué public companies may freely decide to

= distribute dividends entirely in cash;

= distribute dividends entirely as shares;

= distribute dividends partially in cash and partially as shares and keep the remaining as
reserves;

keep all the profits as reserves.

Please note that before general assemblies take a decision on the above, the CMB is authorised
to announce the annual minimum profit distribution requirements.

If REICs decide to distribute dividends, the distribution process should be finalised no later
than by the end of the fifth month following the financial year. Within the determination of
the amount which is distributable, unrealised capital gains (appreciations) are not taken into
account. REICs are entitled to make interim dividend distributions quarterly. Such interim
dividend distributions are subject to CMB regulations as well. Interim dividend distributions
shall not exceed half of the interim profits remaining after subtracting the legal reserves, tax
provisions and accumulated losses.

Sanctions

Penalties / loss of status rules

Modification of the articles of association to exclude real estate investment company operations
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If REICs do not apply to the CMB by completing the public offering application form and the
documents mentioned in this form within the time periods, or if the application is found inap-
propriate due to the failure to fulfil the necessary conditions, the REIC shall lose the right to
operate as an REIC and the CMB will inform the Ministry of Finance accordingly.

As the company will lose its REIC status and its tax-exempt status, unpaid taxes, late payment
interest and tax penalty will be levied retrospectively on the REIC from the incorporation date
of the company by taking into consideration the five-year statute of limitations.

Tax treatment at the level of REIC

Corporate tax

Current income Capital gains Withholding tax

Tax-exempt Tax-exempt Credit/refund may be possible

Current income
Generally, corporations in Turkey are subject to 20% corporate tax which is payable over the
fiscal profit after adjusting for deductible/non-deductible items and exemptions. Annual cor-
porate tax is declared and paid in April of the following year (assuming that a normal calendar
year is applied).

The determination of the taxable income of REICs is no different to ordinary companies in
Turkey. On the other hand, REICs are exempt from corporate tax and whilst they are obliged
to submit an annual corporate tax return in April of the following year, they do not pay any
corporate tax.

The dividend income of Turkish resident companies obtained from its taxable Turkish resi-
dent subsidiaries is exempt from corporate income tax.

Furthermore, in principle the dividend income obtained from non-taxable subsidiaries is tax-
able in Turkey. On the other hand, the dividend income of the non-taxable subsidiaries will
not be taxed at the hands of the REICs thanks to their CIT exemption status.

The foreign corporate income of REICs is also exempt from corporate tax.

Dividends

A dividend withholding tax rate of 15% is applicable to dividends distributed to individual and
foreign corporate shareholders. However for REICs, the Council of Ministers has determined
a withholding tax rate of 0%, therefore dividend distributions to individual and non-resident
shareholders of REICs create no dividend withholding tax burden.

Capital gains
Capital gains are, in principle, deemed the commercial income of an REIC and are thus
regarded as corporate tax-exempt.

Withholding tax

REICs may have income subject to withholding taxes to be taxed at source. Credit/refund may
be possible.
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Accounting rules
Turkish REICs are required to prepare audited financial statements in accordance with the
standards of the CMB, which are very similar to IFRS standards.

There is no separate tax accounting system in Turkey. The provisions of the tax laws are

applied to the determination of taxable income by making adjustments to the fiscal profit
determined in accordance with the CMB financial standards.

Transition regulations

Conversion into REIC status

In principle, no tax privilege

There is no privileged exit taxation rule for capital gains realised on real estate if sold to a REIC.
However, there is a specific limited exemption rule stipulated in the Corporate Income Tax Code
and applicable only for resident companies. According to this rule, under some certain condi-
tions, 75% of the gains derived from the disposal of real estate may be exempted from corporate
taxes. This is not a special rule for real estate disposals to REICs. However according to Corporate
Tax Code the earnings that a company, which is engaged in the trading of real estate property or
their rental, obtained from the sale of such assets, is not eligible to the exception.

Other Taxes

Registration duties

- Title deed fee of 3%
- Stamp tax exemption
- Transfer may be subject to VAT

VAT

Since no specific VAT exemption is applicable for the transactions carried out by REICs, trans-
actions of REICs are subject to value-added tax (‘"VAT'). All transactions carried out by REICs,
including the purchase and sale of land or any other real estate by an REIC from/to a Turkish
re