THIS PROSPECTUS IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you
are in any doubt about the contents of this Prospectus, or as to what action you should take, you should
immediately consult an appropriately authorised professional advisor.
This document constitutes a prospectus for the purposes of Article 3 of the European Parliament and Council
Directive 2003/71/EC of 4 November 2003 relating to the Company (the “Prospectus Directive”) (the
“Prospectus”), its implementing measures in Spain and the Commission Regulation (EC) No. 809/2004, as
amended. The Prospectus has been approved by the Comisión Nacional del Mercado de Valores (“CNMV”), as
competent authority under the Prospectus Directive and its implementing measures in Spain, on 13 February
2014. Such approval relates only to the Ordinary Shares (as defined herein) that are to be admitted to trading on
the Spanish Stock Exchanges (as defined below), or other regulated markets for the purposes of the Directive
2004/39/EC.
You should read this Prospectus in its entirety and in particular the risk factors set out in the section of this
Prospectus headed “Risk Factors”.
Lar España Real Estate SOCIMI, S.A. (the “Company”) and the signing Director (Mr. Miguel Pereda) accept
responsibility for the information contained in this Prospectus. To the best of the knowledge and belief of the
Company and the signing Director (who have taken all reasonable care to ensure that such is the case), the
information contained in this Prospectus is in accordance with the facts and contains no omission likely to affect
the import of such information.

Lar España Real Estate SOCIMI, S.A.
(Incorporated and registered in Spain under the Spanish Companies Act)

Issue of up to 40,000,000 Ordinary Shares at a price of
€10.00 per Ordinary Share and
Admission to Trading on the Spanish Stock Exchanges

Application will be made to list the Company’s Ordinary Shares on the Madrid, Barcelona, Bilbao and Valencia
stock exchanges (the “Spanish Stock Exchanges”) and to have the Company’s Ordinary Shares quoted through
the SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) of the Spanish Stock Exchanges
(“Admission”). The Company expects the Ordinary Shares to be listed and quoted on the Spanish Stock
Exchanges on or about 6 March 2014. The symbol under which the Ordinary Shares will be quoted will be
announced through the publication of a significant information announcement (Hecho Relevante) before
Admission.
The Issue Shares are expected to be delivered through the book-entry facilities of Sociedad de Gestión de los
Sistemas de Registro, Compensación y Liquidación de Valores, S.A. (“Iberclear”) on or about 10 March 2014.

13 February 2014
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IMPORTANT NOTICE
THIS DOCUMENT IS AVAILABLE ONLY TO INVESTORS WHO ARE (1) QUALIFIED
INSTITUTIONAL BUYERS (“QIBS”) AS DEFINED IN RULE 144A UNDER THE US SECURITIES
ACT OF 1933, AS AMENDED (THE “US SECURITIES ACT”) OR (2) OUTSIDE THE UNITED
STATES IN COMPLIANCE WITH REGULATION S UNDER THE US SECURITIES ACT
(“REGULATION S”).
IMPORTANT: You must read the following before continuing. The following applies to the document
following this page (the “Document”), and you are therefore advised to read this carefully before reading,
accessing or making any other use of the Document. In accessing the Document, you agree to be bound by the
following terms and conditions, including any modifications to them any time you receive any information from
Lar España Real Estate SOCIMI, S.A. (the “Company”), Grupo Lar Inversiones Inmobiliarias, S.A. (acting as
the “Investment Manager” to the Company) or J.P. Morgan Securities plc (“J.P. Morgan”) as a result of such
access.
IF YOU ARE NOT THE INTENDED RECIPIENT OF THIS MESSAGE, PLEASE DO NOT
DISTRIBUTE OR COPY THE INFORMATION CONTAINED IN THIS ELECTRONIC
TRANSMISSION, BUT INSTEAD DELETE AND DESTROY ALL COPIES OF THIS ELECTRONIC
TRANSMISSION.
NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES
FOR SALE IN ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES
HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE US SECURITIES ACT, OR
THE SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES
AND THE SECURITIES MAY NOT BE OFFERED OR SOLD DIRECTLY OR INDIRECTLY IN,
INTO OR WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN EXEMPTION FROM, OR
IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE US
SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS AND UNDER
CIRCUMSTANCES THAT WILL NOT REQUIRE THE COMPANY TO REGISTER UNDER THE US
INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE “US INVESTMENT COMPANY
ACT”). THE COMPANY HAS NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE US
INVESTMENT COMPANY ACT AND INVESTORS WILL NOT BE ENTITLED TO THE BENEFITS
OF THAT ACT. THERE WILL BE NO PUBLIC OFFERING OF THE SECURITIES IN THE UNITED
STATES.
THE FOLLOWING DOCUMENT IS BEING FURNISHED TO YOU SOLELY FOR YOUR
INFORMATION AND YOU ARE NOT AUTHORISED TO, AND YOU MAY NOT, FORWARD OR
DELIVER THE DOCUMENT, ELECTRONICALLY OR OTHERWISE, TO ANY PERSON OR
REPRODUCE THE DOCUMENT IN ANY MANNER WHATSOEVER. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A
VIOLATION OF THE US SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO
ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE
ABLE TO PURCHASE ANY OF THE SECURITIES DESCRIBED THEREIN.
THE ATTACHED DOCUMENT IS ADDRESSED TO AND DIRECTED AT PERSONS IN MEMBER
STATES OF THE EUROPEAN ECONOMIC AREA (“MEMBER STATES”) WHO ARE “QUALIFIED
INVESTORS” WITHIN THE MEANING OF ARTICLE 2(1)(E) OF THE PROSPECTUS DIRECTIVE
(DIRECTIVE 2003/71/EC AS AMENDED (INCLUDING AMENDMENTS BY DIRECTIVE 2010/73/EU
TO THE EXTENT IMPLEMENTED IN THE RELEVANT MEMBER STATE)) (“QUALIFIED
INVESTORS”).
In addition, this electronic transmission and the Document is only directed at, and being distributed: (A)
in the United Kingdom, to persons (i) who have professional experience in matters relating to investments
and who fall within the definition of “investment professionals” in Article 19(5) of the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (the “Order”) or who fall within
Article 49 of the Order, and (ii) are “qualified investors” as defined in section 86 of the Financial Services
and Markets Act 2000, as amended, and; (B) to any other persons to whom it may otherwise be lawfully
communicated (together all such persons being referred to as “relevant persons”). This document must
not be acted on or relied on (a) in the United Kingdom, by persons who are not relevant persons, and (b)
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in any Member State other than the United Kingdom, by persons who are not Qualified Investors. Any
investment or investment activity to which this document relates is available only to (1) in the United
Kingdom, relevant persons and (2) in any member state of the European Economic Area other than the
United Kingdom, Qualified Investors and other persons who are permitted to subscribe for the Ordinary
Shares pursuant to an exemption from the Prospectus Directive and other applicable legislation, and will
only be engaged in with such persons.
Confirmation of your Representation: In order to be eligible to view the Document or make an investment
decision with respect to the securities, investors (1) must be either (a) QIBs or (b) outside the United States
purchasing in an offshore transaction (in accordance with Regulation S under the US Securities Act), (2) if
located in the United Kingdom, must be relevant persons and (3) if located in any member state of the European
Economic Area other than the United Kingdom, must be Qualified Investors. By accepting the e-mail and
accessing the Document, you shall be deemed to have represented to the Company, the Investment Manager and
J.P. Morgan that (1) you have understood and agree to the terms set out herein, (2) you and any customers you
represent are (a) QIBs or (b) outside the United States and the electronic mail address to which this e-mail and
the Document has been delivered is not located in the United States, (3) if you are located in the United
Kingdom, you and any customers you represent are relevant persons, (4) if you are located in any member state
of the European Economic Area other than the United Kingdom, you and any customers you represent are
Qualified Investors, (5) you consent to delivery of the Document and any amendments or supplements thereto
by electronic transmission and (6) you acknowledge that this electronic transmission and the Document is
confidential and intended only for you and you will not transmit the Document (or any copy of it or part thereof)
or disclose, whether orally or in writing, any of its contents to any other person.
You are reminded that the Document has been delivered to you or accessed by you on the basis that you are a
person into whose possession it may be lawfully delivered in accordance with the laws of the jurisdiction in
which you are located and you may not, nor are you authorised to, deliver or disclose the contents of the
Document to any other person.
The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law. No action has been or will be
taken in any jurisdiction by the Company or the Investment Manager or J.P. Morgan that would, or is intended
to, permit a public offering of the securities, or possession or distribution of a Prospectus (in preliminary, proof
or final form) or any other offering or publicity material relating to the securities, in any country or jurisdiction
where action for that purpose is required. If a jurisdiction requires that the offering be made by a licensed broker
or dealer and J.P. Morgan or any affiliate of J.P. Morgan is a licensed broker or dealer in that jurisdiction, the
offering shall be deemed to be made by J.P. Morgan or such affiliate on behalf of the Company or the
Investment Manager in such jurisdiction.
The Document has been sent to you or accessed by you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently, none of the Company, the Investment Manager, J.P. Morgan, their respective affiliates, directors,
officers, employees, representatives and agents or any other person controlling the Company, the Investment
Manager, J.P. Morgan or any of their respective affiliates accepts any liability or responsibility whatsoever,
whether arising in tort, contract or otherwise which they might have in respect of this electronic transmission,
the Document or the contents thereof, or in respect of any difference between the document distributed to you in
electronic format and the hard copy version available to you on request from the Company or J.P. Morgan.
Please ensure that your copy is complete.
If you receive the Document by e-mail, you should not reply to this e-mail. Any reply e-mail
communications, including those you generate by using the “Reply” function on your e-mail software, will
be ignored or rejected. If you receive this Document by e-mail, your use of this e-mail is at your own risk
and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a
destruction nature.
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Notice to Overseas Investors
The distribution of this Prospectus and issue of Ordinary Shares in certain jurisdictions may be restricted by law.
No action has been taken by the Company to permit a public offering of Ordinary Shares or possession or
distribution of this Prospectus (or any other offering or publicity materials relating to Ordinary Shares) in any
jurisdiction where action for that purpose may be required or doing so is restricted by law. Accordingly, neither
this Prospectus nor any advertisement may be distributed or published in any jurisdiction except under
circumstances that will result in compliance with any applicable laws and regulations. Persons into whose
possession this Prospectus comes are required by the Company and the Sole Bookrunner to inform themselves
about and observe any such restrictions. Any failure to comply with these restrictions may constitute a violation
of the securities laws of any such jurisdiction.
This Prospectus does not constitute or form part of an offer to sell, or the solicitation of an offer to buy or
subscribe for, Ordinary Shares to any person in any jurisdiction to whom or in which such offer or solicitation is
unlawful. Further information on the restrictions to which the distribution of this Prospectus is subject is set out
in section 9 of Part XI (The Issue).
The Ordinary Shares have not been, and will not be, registered under the US Securities Act of 1933, as
amended (the “US Securities Act”), or under the securities laws of any state or other jurisdiction of the
United States and, subject to certain exceptions, may not be offered or sold, directly or indirectly, within
the United States. The Company has not been, and will not be, registered under the US Investment
Company Act of 1940, as amended (the “US Investment Company Act”), and investors will not be entitled
to the benefits of that Act.
The Sole Bookrunner and any of its affiliates may arrange for the offer and sale of Ordinary Shares (i) in the
United States only to persons reasonably believed to be qualified institutional buyers (each a “QIB”) as defined
in Rule 144A under the US Securities Act (“Rule 144A”) in reliance on Rule 144A or pursuant to another
exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act; and
(ii) outside of the United States in offshore transactions in reliance on Regulation S. Prospective purchasers are
hereby notified that sellers of the Ordinary Shares may be relying on the exemption from the provisions of
Section 5 of the US Securities Act provided by Rule 144A. For a description of these and certain further
restrictions on offers, sales and transfers of the Ordinary Shares and the distribution of this Prospectus, see
section 9 of Part XI (The Issue).
None of the US Securities and Exchange Commission, any other US federal or state securities commission
or any US regulatory authority has approved or disapproved of the Ordinary Shares offered by this
Prospectus nor have such authorities reviewed or passed upon the accuracy or adequacy of this
Prospectus. Any representation to the contrary is a criminal offence in the United States.
The Ordinary Shares are subject to selling and transfer restrictions in certain jurisdictions. Prospective
purchasers should read the restrictions described in section 9 of Part XI (The Issue). Each purchaser of the
Ordinary Shares will be deemed to have made the relevant representations described therein and in Part XV
(Terms and Conditions of the Placing).
The Ordinary Shares have not been and will not be registered under the applicable securities laws of Australia,
Canada, Japan, Switzerland, Singapore or the Republic of South Africa. Accordingly, subject to certain
exceptions, the Ordinary Shares may not be offered or sold in Australia, Canada, Japan, Switzerland, Singapore
or the Republic of South Africa or to, or for the account or benefit of, any resident of Australia, Canada, Japan,
Switzerland, Singapore or the Republic of South Africa.
NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY
NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENCE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES ANNOTATED, 1955, AS AMENDED (“RSA”), WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A
PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY
THE SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT
FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH
FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A
SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE OF THE STATE
OF NEW HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS
OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
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TRANSACTION. IT IS UNLAWFUL TO MAKE OR CAUSE TO BE MADE, TO ANY PROSPECTIVE
PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE
PROVISIONS OF THIS PARAGRAPH.
Other Important Notices
J.P. Morgan is acting exclusively for the Company and the Investment Manager and no one else in connection
with the Issue (as defined herein) and will not be responsible to anyone other than the Company and the
Investment Manager for providing any advice in relation to the Issue. Apart from the responsibilities and
liabilities, if any, which may be imposed by the CNMV or other relevant authorities, J.P. Morgan, or any person
affiliated with it, do not accept any responsibility whatsoever and make no representation or warranty, express
or implied, in respect of the contents of this Prospectus including its accuracy or completeness or for any other
statement made or purported to be made by any of them, or on behalf of them, in connection with the Company
or the Investment Manager and nothing in this Prospectus is or shall be relied upon as a promise or
representation in this respect, whether as to the past or future. In addition, J.P. Morgan does not accept
responsibility for, or authorise the contents of, this Prospectus or its issue. J.P. Morgan accordingly disclaims all
and any liability whatsoever, whether arising in tort, contract or otherwise (save as referred to above) which it
might otherwise have to any person in respect of this Prospectus.
No person has been authorised to give any information or make any representations other than those contained
in this Prospectus and, if given or made, such information or representations must not be relied upon as having
been authorised by the Company. Neither the publication of this Prospectus nor any subscription or sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of
the Company since the date of this Prospectus or that the information in this Prospectus is correct as at any time
subsequent to its date. The contents of this Prospectus should not be construed as legal, financial or tax advice.
Each prospective investor should consult his, her or its own legal, financial or tax advisor for advice.
Certain terms used in this Prospectus, including certain technical and other items, are explained or defined in
Part XVII (Glossary of Technical Terms) or Part XVI (Definitions), as the case may be.

29311849_27.docx

TABLE OF CONTENTS
Page
Part I: Summary .................................................................................................................................................................... 1
Part II: Risk Factors ............................................................................................................................................................ 27
Part III: Expected Timetable ............................................................................................................................................... 48
Part IV: Issue Statistics ....................................................................................................................................................... 49
Part V: Directors, Company Secretary, Registered Office, Investment Manager And Advisors ........................................ 50
Part VI: Important Information ........................................................................................................................................... 51
Part VII: Information on the Company ............................................................................................................................... 54
Part VIII: Grupo Lar and the Investment Manager Agreement .......................................................................................... 69
Part IX: Directors and Corporate Governance .................................................................................................................... 81
Part X: Historical Financial Information ............................................................................................................................ 89
Part XI: The Issue ............................................................................................................................................................. 104
Part XII: Spanish SOCIMI Regime and Taxation Information......................................................................................... 113
Part XIII: Certain ERISA Considerations ......................................................................................................................... 123
Part XIV: Additional Information ..................................................................................................................................... 125
Part XV: Terms and Conditions of the Placing................................................................................................................. 159
Part XVI: Definitions ........................................................................................................................................................ 163
Part XVII: Glossary of Technical Terms .......................................................................................................................... 171

i
29311849_27.docx

PART I: SUMMARY
Summaries are made up of disclosure requirements known as ‘Elements’. These elements are numbered in Sections
A—E (A.1—E.7).
This summary contains all the Elements required to be included in a summary for this type of securities and issuer.
Because some Elements are not required to be addressed, there may be gaps in the numbering sequence of the Elements.
Even though an Element may be required to be inserted in the summary because of the type of securities and issuer,
it is possible that no relevant information can be given regarding the Element. In this case a short description of the
Element is included in the summary and it is shown as ‘not applicable’. Capitalised terms used in this Summary shall
have the meaning given to them in the “Definitions” section of the Prospectus.
Section A—Introduction and warnings
A.1

Introduction:

THIS SUMMARY SHOULD BE READ AS AN INTRODUCTION TO
THIS PROSPECTUS. ANY DECISION TO INVEST IN THE
ORDINARY SHARES SHOULD BE BASED ON CONSIDERATION
OF THE PROSPECTUS AS A WHOLE BY THE INVESTOR,
INCLUDING IN PARTICULAR THE RISK FACTORS.
Where a claim relating to the information contained in this Prospectus is
brought before a court, the plaintiff investor might, under the national
legislation of the member states of the European Union, have to bear the
costs of translating this Prospectus before the legal proceedings are
initiated.
Under Spanish law, civil liability attaches only to those persons who have
tabled the summary including any translation thereof, but only if the summary
is misleading, inaccurate or inconsistent when read together with the other
parts of the Prospectus or it does not provide, when read together with other
parts of the Prospectus, key information in order to aid investors when
considering whether to invest in such securities.

A.2

Subsequent resale of securities
or final placement of
securities through financial
intermediaries:

Not applicable. The Company is not engaging any financial intermediaries for
any resale of securities or final placement of securities requiring a prospectus
after publication of this document.

Section B—Issuer
B.1

Legal and commercial name:

The legal name of the issuer is Lar España Real Estate SOCIMI, S.A. The
commercial name of the issuer is “Lar España”.

B.2

Domicile and legal form:

The Company is incorporated as a public limited company (a sociedad anónima
or S.A.) in Spain under the Spanish Companies Act. It has its registered office
at Rosario Pino 14-16, 28020 Madrid. The Company is incorporated for an
unlimited term.
Regulatory Status of the Company
The Company has elected to become a Listed Corporation for Investment in the
Real Estate Market (Sociedad Anónima Cotizada de Inversión en el Mercado
Inmobiliario) (“SOCIMI”) and has notified such election to the Spanish tax
authorities by means of the required filing. Such election will remain applicable
until the Company waives its applicability or it does not meet the SOCIMI
Regime requirements.
An entity eligible for the SOCIMI Regime may apply for the special tax regime
even if when the election is made such entity does not meet all the eligibility
requirements, provided that it meets them within two years (as from the date the
corresponding election is filed with the Spanish tax authorities). In addition,
1
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Section B—Issuer
such entity will have a one-year grace period to cure any non-compliance with
certain of the eligibility requirements.
Regulatory Status of the Investment Manager
Grupo Lar Inversiones Inmobiliarias, S.A. is incorporated as a public limited
company (a sociedad anónima or S.A.) in Spain under the Spanish Companies
Act. If the Company were considered an AIF (whether regulated or
unregulated), the Investment Manager, as the Company’s external manager,
would be required to be authorised to operate as an alternative investment fund
manager (“AIFM”) under the AIFMD or the Company would be required to
appoint a replacement manager which is authorised as an AIFM. As of the date
of this Prospectus, the AIFMD is pending to be implemented into Spanish
legislation.
Key factors relating to the
nature of the issuer’s current
operations and its principal
activities:

B.3

The Company is a recently incorporated public limited company (a sociedad
anónima or S.A.) under the Spanish Companies Act which has elected to
become a Spanish SOCIMI and has notified such election to the Spanish tax
authorities by means of the required filing. The principal activity of the
Company will be to acquire investments (including through joint ventures) in
Spanish real estate (primarily commercial real estate) and to actively manage
such assets, with a view to maximising shareholder returns. These activities will
be carried out with the purpose of furthering the Property Rental Business of the
Company.
The Company will rely on active asset management to maximise operating
efficiency and profitability at the property level. In addition, by establishing the
Company during the current cyclical weakness in the Spanish real estate
market, the Company believes that it will give shareholders the opportunity to
take advantage of the re-pricing of assets that is expected to occur within the
Company’s target categories of investment properties. The Company will focus
on investing in commercial real estate (mainly office and retail assets) and to a
lesser extent in residential assets. Immediately following Admission, the
Company will not own any properties.
The Management Team intends to focus on creating both sustainable income
and strong capital returns for the Company with a target average total
Shareholder Return Rate in excess of 12% annually when the Net Proceeds are
fully invested. 1
Investment Policy
The purpose of the Company is to invest primarily in distressed and
undermanaged high quality commercial real estate properties in Spain and to
capture their cash flow and value upside, which the Company believes can be
done by an experienced active asset manager such as the Investment Manager.
The Company intends to build up a portfolio of resilient Spanish real estate
assets with a view to maximising shareholder returns.

1

These are targets only and not profit forecasts. There can be no assurance that these targets can or will be met
and they should not be seen as an indication of the Company’s expected or actual results or returns. Accordingly
investors should not place any reliance on these targets in deciding whether to invest in the Ordinary Shares. In addition,
prior to making any investment decision, prospective investors should carefully consider the risk factors described in Part
II (Risk Factors) of the Prospectus.
2
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Section B—Issuer
Investment Strategy
In accordance with the Investment Manager Agreement, in carrying out their
functions under such agreement, the Investment Manager and the members of
the Management Team must follow certain investment and leverage criteria
(which define the “Investment Strategy” of the Company) with the aim to focus
their investment decisions on the acquisition of primarily commercial properties
in Spain which preferably require an active asset management and fit within the
Company’s purpose of creating a real estate portfolio capable of paying
dividends in line with the applicable Spanish SOCIMI Regime requirements,
and generate capital returns for the Company’s shareholders.
Investment criteria
Composition of the Company’s real estate portfolio
Pursuant to the Investment Manager Agreement, the total gross asset value of
the assets forming part of the Company’s real estate portfolio (the “Total
GAV”) will be distributed as follows (measured as at the time investments are
made):
(a) Over 80% of the Total GAV must be invested in the following target
properties (jointly referred to as “Commercial Property”):
(i)

Office properties across Spain, primarily focusing on office
properties in Madrid and Barcelona;

(ii)

Retail: shopping centres in Spain; retail parks including big
box properties (i.e., retail stores that occupy large warehousestyle buildings) on a selective basis; and high street retail
properties (i.e., retail stores located in the primary business
and retail streets of a city, such as top fashion boutiques) on a
selective basis; and

(iii)

Other selected commercial real estate properties, for example,
industrial properties, which are expected to represent a
limited percentage of the Total GAV.

(b) Up to but less than 20% of the Total GAV may be invested in first-home
residential properties across Spain (“Residential Property”).
Type of properties
When investing in Commercial Property, the Investment Manager and the
members of the Management Team will focus on mis-priced assets or assets
with active asset management opportunities, for example through repositioning,
rental extension or rental optimisation, and adopt a conservative approach with
regard to development opportunities in the context of the whole portfolio.
When investing in Residential Property, the Investment Manager and the
members of the Management Team will primarily target fully-built assets, in
very specialised cases consider assets with a reduced component of
development risk and consider investing in new developments in niche markets
with limited supply of first-homes (for example, in prime neighbourhoods of
large cities in which there are limited residential developments).
The Company will have the ability to enter into (including at the Investment
Manager’s request) a variety of investment structures, including joint ventures,
acquisitions of controlling interests or acquisitions of minority interests within
the parameters stipulated in the Spanish SOCIMI Regime. There is no limit
imposed by the Spanish SOCIMI Regime on the proportion of the Company’s
portfolio that may be held through joint ventures. In addition, acquisitions of
3
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Section B—Issuer
assets may be done through any type of agreement and structure, including
though the acquisition of non-performing loans and other types of financial
instruments.
When implementing the Company’s Investment Strategy, the Investment
Manager will not in any event invest more than 20% of the Company’s equity
capital in a single asset.
Exclusivity and Co-Investment Rights and Conflicts of Interest
Exclusivity in Commercial Property with respect to Investment Manager
The Investment Manager has agreed that, during the term of the Investment
Manager Agreement, it will not, and it will require that none of the Investment
Manager Affiliates will (i) acquire or invest (on its own behalf or on behalf of
third parties or through joint venture agreements) in Commercial Property in
Spain which is within the parameters of the Investment Strategy of the
Company (except for the following investments (each an “Exception”) which
are expressly permitted (a) one or more investments carried out by shareholders
of the Investment Manager on their own behalf, provided that such investment
or investments do not exceed €2 million in the aggregate throughout the life of
the Investment Manager Agreement (or such a higher amount, if any, approved
by the Company’s Board of Directors in exceptional circumstances), and that
they are notified to the Board of Directors of the Company following their
undertaking, and (b) investments by the Investment Manager or any Investment
Manager Affiliate in Commercial Property for its own occupation if expressly
waived by the Board of Directors) or (ii) act as investment manager, investment
adviser or agent, or provide administration, investment management or other
services, for any person, entity, body corporate or client other than the
Company, for Commercial Property in Spain which is within the parameters of
the Investment Strategy of the Company.
In addition, this exclusivity shall not apply:
(a) to any dealings by the Investment Manager or any Investment Manager
Affiliate in respect of any property or property-related asset owned or
managed, totally or partially, by it as of the date of the Investment Manager
Agreement (i.e., 12 February 2014). The Investment Manager’s
consolidated portfolio comprised approximately €1.6 billion of assets under
management as of 31 December 2013. In addition, the Investment Manager
will be free to close during 2014 up to two portfolio transactions currently
under negotiation involving retail assets, each amounting to between €80
million and €170 million;
(b) to any acquisition or investment (directly or indirectly) by the Investment
Manager or an Investment Manager Affiliate of or in assets or properties
which are adjacent to assets or properties currently held by the Investment
Manager or an Investment Manager Affiliate or which are acquired,
pursuant to an Exception, by the Investment Manager or an Investment
Manager Affiliate following the date of the Investment Manager
Agreement in accordance with its terms (such as extensions to assets
already within those entities’ existing portfolios or properties adjacent to
existing or permitted new properties held by the Investment Manager or an
Investment Manager Affiliate);
(c) following the passage of a resolution of the Company’s general
shareholders’ meeting to discontinue the Investment Strategy of the
Company, cease the business and operations of the Company, or sell,
liquidate or otherwise dispose of all or substantially all of the assets of the
Company;

4
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(d) following the service by the Investment Manager of notice of termination
of the Investment Manager Agreement due to a winding up event, an
insolvency or court protection event or other similar event affecting the
Company or an unremedied breach by the Company of a material term
thereof; or
(e) to the activities of or investments made by Gentalia 2006, S.L., a property
management joint venture in which the Investment Manager currently
holds 50% of the shares (“Gentalia”). This notwithstanding, Grupo Lar
shall, to the extent legally permitted, exercise its voting rights within the
corporate bodies of Gentalia to prevent Gentalia from entering into
transactions which fall under the exclusivity commitment assumed by the
Investment Manager (and the Investment Manager Affiliates) under the
Investment Manager Agreement.
Co-investment right in Residential Property with respect to Investment
Manager
According to the Investment Manager Agreement, the Company will not have
exclusivity on any investment in Residential Property made or to be made by
the Investment Manager or the Investment Manager Affiliates in or outside of
Spain, but the Company will have the right to co-invest at least 20% of the
overall investment in each investment in Residential Property that the
Investment Manager (or any of the Investment Manager Affiliates) plans to
carry out in Spain (a “Relevant Residential Opportunity”). If the stake available
to the Investment Manager (and any of the Investment Manager Affiliates (as
the case may be)) in a Relevant Residential Opportunity is less than 20% of the
overall investment to be made in such Relevant Residential Opportunity, the
Investment Manager has undertaken not to participate in such investment
opportunity (and shall procure the same of the Investment Manager Affiliates)
and the Investment Manager shall be under no obligation to offer a stake in
such investment opportunity to the Company. The Company shall not be
entitled to elect less than a 20% stake of the overall investment in each Relevant
Residential Opportunity offered by the Investment Manager unless the
Company and the Investment Manager agree otherwise on a case by case basis.
Commitment by members of Management Team
Pursuant to the respective commitment letters entered into by the members of
the Management Team in accordance with the Investment Manager Agreement,
if any member of the Management Team identifies an investment opportunity
which fits within the Investment Strategy of the Company (each such
opportunity, a “Management Team Investment Opportunity”) in which such
member of the Management Team or a person that is controlled by such
member of the Management Team (excluding the Investment Manager or any
Investment Manager Affiliate which is a corporation) (a “Controlled Person”),
whether directly or indirectly, intends to participate, such member of the
Management Team shall, before proceeding to effect such participation or the
acquisition of the property which is the subject of that Management Team
Investment Opportunity, give notice in writing of such opportunity to the
Corporate Manager of the Company and offer the Company (a) at least a 20%
share of the total stake available to such member of the Management Team or
the Controlled Person (as the case may be) in the Management Team
Investment Opportunity if such opportunity relates to a Residential Property, or
(b) the full stake available to such member of the Management Team or the
Controlled Person (as the case may be) in the Management Team Investment
Opportunity if such opportunity relates to a Commercial Property. This
commitment shall end on the earlier of: (a) the date of termination of the
Investment Manager Agreement; (b) with respect to a particular member of the
Management Team, the date on which the relevant member of the Management
Team ceases to be a member of the Management Team; and (c) the date on
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which a resolution is passed to cease the business and operations of the
Company.
These commitments, which are similar to the ones assumed by the members of
the Management Team with respect to Grupo Lar, shall not apply:
(a) to any investment carried out by one or more members of the
Management Team on its or their own behalf provided that each such
investment does not exceed €2 million (per member of the
Management Team and on an aggregate basis during the term of the
Investment Manager Agreement) and that it is notified to the Board of
Directors of the Company following its undertaking;
(b) to any investment carried out by one or more members of the
Management Team in Commercial Property for its or their own
occupation if such investment is expressly waived by the Board of
Directors of the Company;
(c) to any dealing by one or more members of the Management Team in
respect of any property or property-related asset owned or managed,
totally or partially, by him or them as of the date of the Investment
Manager Agreement; and
(d) to any acquisition or investment (directly or indirectly) carried out by
one or more members of the Management Team in assets or properties
which are adjacent to assets or properties currently owned by one or
more members of the Management Team or which are acquired
pursuant to the exception set forth in (a) or (b) above by one or more
members of the Management Team following the date of the
Investment Manager Agreement in accordance with its terms and the
terms of the relevant commitment letter.
Conflicts of interest with respect to Investment Manager
Pursuant to the Investment Manager Agreement, the Investment Manager shall
not (and shall procure that no Investment Manager Affiliate shall), during the
term of the agreement (i) sell, transfer or lease assets or properties to the
Company or (ii) launch or invest in a property investment/real estate listed or
unlisted fund or a property investment/real estate investment trust carrying on
business in Spain to invest in Commercial Property.
In addition, the Company shall not, during the term of the Investment Manager
Agreement, sell, transfer or lease assets or properties to the Investment
Manager, unless approved by the Company’s Board of Directors.
The Investment Manager shall disclose in writing to the Company any actual or
potential conflicts of interests which it and/or any of the Investment Manager
Affiliates have or may have from time to time, subject to any obligations of
confidentiality to which the Investment Manager is contractually bound.
Co-investment rights of Anchor Investor and Investment Manager
Pursuant to the subscription agreement entered into with LVS II Lux XII S.à
r.l., a Luxembourg law governed limited liability company (société à
responsabilité limitée) (the “Anchor Investor”) having Pacific Investment
Management Company LLC (“PIMCO”) as investment advisor (the “Anchor
Investor Subscription Agreement”), so long as an Anchor Investor Agreement
Termination Event has not occurred, the Company, the Anchor Investor and the
Investment Manager shall have the rights and obligations summarised below.
Anchor Investor’s right of first offer with respect to certain Commercial
6
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Property Investments undertaken by the Company
If the Company seeks or intends to seek equity capital from one or more third
parties in connection with any Commercial Property Investment under
consideration by the Company in Spain (a “Commercial Property CoInvestment Opportunity”), the Company shall in good faith provide the Anchor
Investor or any entity in the Anchor Investor Group named by the Anchor
Investor (any of them, an “Anchor Investor Entity”) with a right of first offer to
participate together with the Company in any such investment, except in certain
cases where the Commercial Property Co-Investment Opportunity is offered by
a third party investor to the Company. In connection with each applicable
Commercial Property Co-Investment Opportunity (i) the Company shall offer to
the Anchor Investor Entity the full stake in the relevant Commercial Property
Investment for which the Company is seeking a co-investor and (ii) the Anchor
Investor Entity shall have the right to participate in the stake offered to it by the
Company (but not less than such stake) in the relevant Commercial Property
Investment.
Anchor Investor’s right of first offer with respect to certain Residential
Property Investments undertaken by the Investment Manager
Subject to certain exceptions relating to Residential Property Co-Investment
Opportunities relating to purchases from SAREB or offered by a third party
investor to the Investment Manager, the Investment Manager has granted the
Anchor Investor with a right of first offer with respect to any Residential
Property Investment undertaken by the Investment Manager (a “Residential
Property Co-Investment Opportunity”). In connection with each Residential
Property Co-Investment Opportunity (i) the Investment Manager shall offer to
the Anchor Investor Entity the stake in such investment that would have
remained available to the Investment Manager (and not to third parties) after
deducting (a) any stake in such investment that the Company accepts from the
Investment Manager and which is offered to it pursuant to the terms of the
Investment Manager Agreement, and (b) any stake in such investment that the
Investment Manager chooses to retain for itself; and (ii) the Anchor Investor
Entity shall have the right to participate in the stake offered to it by the
Investment Manager (but not less than such stake) in the relevant Residential
Property Investment.
Reciprocity obligations of Anchor Investor and right of first offer of Investment
Manager
The Anchor Investor has agreed not to compete, directly or through any
member of the Anchor Investor Group, with the Company or the Investment
Manager in competitive processes (including offerings for sale or tenure
through an expression of interest, public lot draws, public auctions, requests for
offers to purchase or requests for proposals) in respect of Commercial Property
Investments and Residential Property Investments in Spain, but rather partner
with the Company and the Investment Manager, as applicable, subject to certain
exceptions if the Anchor Investor believes in good faith that a co-investment
with the Company or the Investment Manager is impossible or inadvisable.
In addition, the Anchor Investor has agreed to provide the Investment Manager
with a right of first offer to participate together with the Anchor Investor or an
Anchor Investor Entity in any co-investment opportunity in respect of any
Commercial Property Investment or Residential Property Investment (in each
case only where management services of the type set out in the Investment
Manager Agreement are expected to be provided in relation to such
opportunity) which is being considered by the Anchor Investor Group in Spain
(an “Anchor Investor Co-Investment Opportunity”). The Anchor Investor has
acknowledged and agreed that the Investment Manager may be required to offer
all or part of the participation in any such Anchor Investor Co-Investment
Opportunity to the Company pursuant to the terms of the Investment Manager
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Agreement, in which case the Company shall also have the right to participate
in such investment opportunity in accordance with the terms of the Anchor
Investor Subscription Agreement. In connection with each Anchor Investor CoInvestment Opportunity, the Anchor Investor shall offer to the Investment
Manager the stake in respect of which it is seeking a co-investor, subject to
certain exceptions if the Anchor Investor believes in good faith that a coinvestment with the Investment Manager or the Company (if applicable) is not
possible or not advisable. There is no requirement that any co-investment
opportunity offered by the Anchor Investor to the Investment Manager will be
consistent with the Investment Strategy of the Company.
Regulatory Restrictions
Pursuant to the Spanish SOCIMI Regime, the Company will be required,
among other things, to conduct a Property Rental Business and comply with the
following requirements: (i) it must invest at least 80% of its gross asset value in
leasable urban real estate properties, land plots acquired for the development of
leasable urban real property to the extent that development starts within the
following three-year period as from acquisition or shares of other SOCIMIs,
foreign entities or subsidiaries engaged in the aforementioned activities with
similar distribution requirements, and (ii) at least 80% of its net annual income
must derive from rental income and from dividends or capital gains in respect
of the abovementioned assets.
The Company will have a two-year grace period from the date of election for
the Spanish SOCIMI Regime by the end of which it must comply with these
requirements. In addition, the Company will have a one-year grace period to
cure any non-compliance with these eligibility requirements.
Leverage Criteria
Pursuant to the Investment Manager Agreement, when implementing the
Company’s Investment Strategy, the Investment Manager and the members of
the Management Team will seek to use leverage over the long-term and will
consider using hedging where appropriate to mitigate interest rate risk, subject
to the following principles:
(a) The target of the Company is that total leverage, represented by the
Company’s aggregate borrowings (net of cash) as a percentage of the most
recent Total GAV of the Company, will be up to 50%.
Notwithstanding the foregoing, the Board of Directors, including at the
proposal of the Investment Manager, may modify the Company’s leverage
policy (including the level of leverage) from time to time in light of thencurrent economic conditions, the relative costs of debt and equity capital,
the fair value of the Company’s assets, growth and acquisition
opportunities or other factors it deems appropriate.
(b) Debt financing for acquisitions will be assessed on a deal-by-deal basis
initially with reference to the capacity of the Company to support leverage.
(c) Debt on development properties will be, to the extent possible, ring-fenced
in order to exclude recourse to other assets of the Company. The policy of
the Company will not contemplate incorporating special purpose vehicles
for investments in non-development properties as a general rule.
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The Investment Manager has undertaken that the Company will not enter into a
general financing facility to fund acquisitions before Admission. In addition,
the Investment Manager has undertaken, as a general rule and unless the nature
of the investment advises otherwise, to carry out investments using proceeds
from the Issue and any other issue of the Company’s Ordinary Shares. When
necessary, debt may be raised in line with the leverage criteria described above.
Treasury Policy
The Company will carry out a treasury policy designed to ensure capital
preservation. Accordingly, the Company will seek to generate positive and
steady rates of return with limited risk exposure. In particular, the Company
will focus on highly liquid financial products where any early cancelation
would result in no or a limited penalty.
The Company also intends to hedge, totally or partially, its interest rate
exposure through the use of forward contracts, options, swaps or other forms of
derivative instruments.
Applicant’s Service Providers
Investment Manager Agreement
Pursuant to the Investment Manager Agreement, the Investment Manager has
been appointed on an exclusive basis to: (i) acquire real estate properties on
behalf and for the account of the Company using the Company’s cash assets
and manage the property and property-related assets of the Company, pursuant
to and in accordance with the Investment Strategy and to enter into any
agreement, contract, transaction or arrangement in relation to the purchase,
acquisition, holding, exchange, transfer, sale or disposal of any property or
property-related investment in Spain and shall have full authority to bind the
Company in connection therewith and to delegate such authority; (ii) provide or
procure the provision of various accounting, administrative, registration,
reporting (including assistance and cooperation for due reporting by the
Company to the CNMV), record keeping and other services to the Company as
the Company may from time to time reasonably require including, without
limitation, the preparation and submission to the Company of a report for
review at any periodic meeting of the Board of Directors; (iii) act as the
Company’s agent in the performance of the services under, and the conduct of
material contractual dealings pursuant to, and in accordance with, the
Investment Manager Agreement (subject to certain reserved matters described
in this Prospectus); (iv) carry out all actions required to provide the
management services to be provided by the Investment Manager under the
Investment Manager Agreement; (v) structure all investments in a manner
which allows the Company to comply with the Spanish SOCIMI Regime
requirements; (vi) coordinate with debt providers at the asset or corporate level;
(vii) advise the Company on the acquisition of co-ownership, joint tenancy,
tenancies in common and other interests in properties; (viii) arrange the letting
(and/or re-letting) and/or development or improvement of properties which the
Company has acquired and act as development manager in relation to any such
development or improvement of properties; (ix) advise on the availability and
appropriate source of funds to be utilised by the Company in making
distributions to shareholders; (x) advise in relation to the exercise of any rights
attaching to investments acquired on behalf of the Company; (xi) advise the
Company in relation to any discretionary actions of which it is aware with
respect to the Company’s investments including, without limitation, voting
rights and of the date or dates by when such rights must be exercised or such
action taken; (xii) manage the Company’s property investments or arrange to
delegate authority to certain persons (to the extent and in the manner provided
in the Investment Manager Agreement) to assist it in performing this function;
and (xiii) procure advice for the Company from reputable insurance advisers in
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respect of the appropriate insurance for the properties of the Company and
ensure that such insurance as approved in writing by the Company is put in
place (at the cost of the Company).
The Investment Manager may delegate the provision of certain of these services
to one or more delegatees to the extent permitted by the Investment Manager
Agreement.
Pursuant to the Investment Manager Agreement, the strategy to be followed by
the Investment Manager in the provision of its services and the management of
the Company’s properties will derive from a combination of the Business Plan
considered and approved in writing by the Board of Directors and from
approvals in writing given by the Board of Directors where required.
Management fees
According to the Investment Manager Agreement, the Investment Manager will
be entitled to receive a base fee (the “Base Fee”) and a performance fee (the
“Performance Fee”) to the extent it becomes payable in accordance with the
terms of the Investment Manager Agreement. The Investment Manager will
also be entitled to additional fees to be agreed with the Company in respect of
the provision of any additional agreed services. To the extent such services are
provided in respect of assets jointly owned by the Company and others, the
Company shall only be responsible for the payment of its pro rata share of the
resulting fees. Fees that fall due and payable to the Investment Manager are not
subject to reduction or clawback due to any subsequent decrease that may occur
in the EPRA NAV of the Company.
For purposes of the Investment Manager Agreement, “EPRA NAV” is the net
asset value of the Company adjusted to include properties and other investment
interests at fair value and to exclude certain items not expected to crystallise in
a long-term investment property business in accordance with guidelines issued
by the European Public Real Estate Association (August 2011 version only,
unless otherwise agreed between the Company and the Investment Manager).
The EPRA NAV of the Company will be based on the Company’s real estate
assets most recent valuation, and calculated in accordance with International
Financial Reporting Standards as adopted by the EU (“IFRS-EU”). Valuations
of the Company’s real estate assets will be made (i) as at 30 June in each year
through an external desktop valuation (i.e., a limited valuation which does not
involve a physical inspection of property and which is intended to update the
previous 31 December valuation incorporating significant changes that may
have taken place in the market conditions and/or within the relevant assets (i.e.,
leases, capital expenditures investments or legal liabilities)) and (ii) as at 31
December in each year through a physical valuation, in both cases performed by
a suitable qualified Royal Institution of Chartered Surveyors (“RICS”)
accredited appraiser to be appointed by the Audit and Control Committee. The
first external valuation is expected to take place on 31 December 2014
(assuming the acquisition of at least one property by that date). Valuations of
the Company’s real estate assets will be made in accordance with the
appropriate sections of the RICS Red Book at the date of valuation. This is an
internationally accepted basis of real estate valuation.
The EPRA NAV of the Company will be calculated semi-annually and will be
communicated at the time of publication of the Company’s interim and annual
financial results through the publication of a significant information
announcement (Hecho Relevante).
Payment of the Performance Fee is dependent on performance exceeding an
annual hurdle and it is also subject to an annual high-water mark, each as
described in greater detail below.
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Base Fee and expenses
The Base Fee will be paid to the Investment Manager monthly in arrears in
cash. The Base Fee in respect of each month will be calculated by reference to
1.25% per annum of the EPRA NAV (excluding net cash (cash minus debt)) as
of the prior December 31. The Base Fee will amount to a minimum of €2
million per annum, excluding VAT and costs, until the first date on which 50%
or more of the Issue’s proceeds (net of costs and expenses incurred by the
Company in respect of the Issue) has been invested by the Company in
properties. The EPRA NAV as of 31 December 2013 shall be deemed to be the
Net Proceeds of the Issue.
Performance Fee
The Performance Fee has been designed to incentivise and reward the
Investment Manager for generating returns to the shareholders of the Company.
The return to shareholders for a given year is equivalent to the sum of (a) the
change in the EPRA NAV of the Company during such year less the net
proceeds of any issues of Ordinary Shares during such year; and (b) the total
dividends (or any other form of remuneration or distribution to the
shareholders) that are paid in such year (the result of the addition of (a) and (b),
the “Shareholder Return”). The “Shareholder Return Rate” is the Shareholder
Return for a given year divided by the EPRA NAV of the Company as of 31
December of the immediately preceding year. The EPRA NAV as of 31
December 2013 shall be deemed to be the Net Proceeds of the Issue (the “Initial
EPRA NAV”).
The “Relevant High Water Mark” at any time is the higher of (i) the Initial
EPRA NAV, and (ii) the EPRA NAV on 31 December (adjusted to include total
dividends paid during that year and exclude the net proceeds of any issuance of
Ordinary Shares during that year) of the most recent year in respect of which a
Performance Fee was payable.
The Performance Fee is due in respect of a given year if both of two key
hurdles are met:
(a) the Shareholder Return Rate for such year exceeds 10% (the amount in
euro by which the Shareholder Return for the year exceeds the Shareholder
Return that would have produced a 10% Shareholder Return Rate being the
“Shareholder Return Outperformance” and the extent of the Shareholder
Return Rate above 10% being “Shareholder Return Outperformance
Rate”); and
(b) the sum of (A) the EPRA NAV of the Company on 31 December of such
year and (B) the total dividends (or any other form of remuneration or
distribution to the shareholders) that are paid in such year or in any
preceding year since the most recent year in respect of which a
Performance Fee was payable exceeds the Relevant High Water Mark (the
amount by which such sum exceeds the Relevant High Water Mark being
the “High Water Mark Outperformance”).
If the above hurdles are met, the Performance Fee in respect of such year will
be a “promote” equal to the lesser of (x) 20% of the Shareholder Return
Outperformance and (y) 20% of the High Water Mark Outperformance (the
“Promote”).
Furthermore, in respect of a year in which the Performance Fee is payable and
is based on Shareholder Return Outperformance, the Performance Fee will also
include a “promote equalization” feature (the “Promote Equalization”), once a
Shareholder Return Rate of 12% has been achieved, and it will apply only until
a Shareholder Return Rate of 22% is achieved. The Promote Equalization
feature entitles the Investment Manager to receive an additional 20% of the
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portion of Shareholder Return Outperformance that reflects a Shareholder
Return Rate of between 12% and 22%. Above 22% only the Promote will
continue to apply. The Promote Equalization is intended to allow the
Investment Manager to earn fees up to a maximum equivalent to 20% on the
first 10% of the Shareholder Return for such year, which would not otherwise
be payable.
The Performance Fee will be calculated annually as of 31 December of each
fiscal year, expressed in euros. Subject to certain limited exceptions, the
Performance Fee will be paid in cash and the Investment Manager must use
such cash (after deduction of corporate income tax and any other taxes
applicable thereto) to subscribe for or acquire Ordinary Shares (the
“Performance Fee Shares”). Any such payment will not be considered net
proceeds of any issues of Ordinary Shares for purposes of calculating
Shareholder Return. Subject to certain customary exceptions, the Performance
Fee Shares will be subject to a three-year lock-up.
Audit Services
Deloitte, S.L. (“Deloitte”) has been appointed as auditor by the Company and
therefore will provide the corresponding audit services.
As long as the Company does not have any subsidiaries and does not prepare
consolidated financial statements, the Company’s financial statements will be
prepared in accordance with Spanish GAAP. In addition, the Company intends
to prepare a second set of financial statements prepared in accordance with
IFRS-EU with respect to its annual accounts.
The audit fees charged by Deloitte are negotiated annually and are set forth in
Deloitte’s annual engagement letter.
Property Appraisers
The Company will engage the services of a suitably qualified independent
valuation firm or firms, to be appointed by the Company’s Audit and Control
Committee, in connection with the valuation of the Company’s real estate assets
to be conducted as at 30 June and 31 December in each year. Such valuations
will be undertaken by RICS accredited appraisers.
Property Management Services
The Company or the Investment Manager, as the case may be, will engage the
services of a leading property management company, such as Gentalia, to
manage the properties of the Company. Gentalia is 50%-owned by the
Investment Manager. Any services to be provided by Gentalia to the Company
will be provided on an arm’s-length basis and shall be approved by the Board of
Directors of the Company, except if covered under a framework agreement
between the Company and Gentalia approved by the Board of Directors.
Property management includes a wide range of activities, which can be
classified into three different groups: (i) on-site management, which includes
day-to-day activities such as regular budgeting and control, security,
maintenance, cleaning, payment collection, marketing activities within a
shopping centre and specialty leasing (e.g., kiosks) services; (ii) property
management, including invoicing, control of payments and bad debt control;
and (iii) drafting and supervision of lease contracts and renewals, supervision of
lease terminations, litigation services, and warranties management, among
others.
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Agent Bank
The Company has engaged Banco Santander Investment, S.A. to act as an agent
bank in the Issue.
B.4a

A description of the most
significant recent trends
affecting the issuer and the
industries in which it
operates:

The impact of the international credit crisis, the European sovereign debt crisis
and the Spanish economic crisis (which has led to rocketing unemployment
rates in Spain), an overhang of excess supply of real estate, overleveraged local
real estate companies and developers and the absence of bank funding in the
Spanish property market has been considerable since 2007, leading to a strong
cyclical downturn and structural re-pricing of real estate assets. The second half
of 2013 has shown positive growth, with 0.1% GDP growth in the third quarter
accelerating to 0.3% in the fourth quarter. As for the labour market, the elevated
unemployment rate (25.98% in the third quarter of 2013) is a reflection of
successive quarters of economic weakness. Nonetheless, the trend has been
positive with three straight months of decline in registered jobless numbers,
including a 108,000 drop in December 2013. Based on this data, the Ministry of
Economy has improved its forecast unemployment, with an expected
unemployment rate of 25.0% for 2014 compared with its prior forecast of
25.9%.
After years of continuous decline, rents and yields in certain segments of the
Spanish commercial real estate market began to stabilise in the first three
quarters of 2013 (Source: Cushman & Wakefield European Marketbeat
Snapshots, Knight Frank, 2012 and 2013). A significant increase in deal-flow
for commercial and residential properties is currently in process given the
beginning of structural macroeconomic stabilisation in Spain, with financial
institutions and property owners accelerating deleveraging, disposals being
made by the Spanish Company for the Management of Assets Proceeding from
Restructuring of the Banking System (Sociedad de Gestión de Activos
procedentes de la Reestructuración Bancaria) (“SAREB”) and increased
international investor participation. Rental prices have started to stabilise,
especially in primary markets, after several years of continuous fall (Source:
Cushman & Wakefield European Marketbeat Snapshots, Knight Frank, 2012
and 2013). Yield gaps are currently close to all-time highs (Source: Knight
Frank, 2013 and Bloomberg).

B.5

Group description:

Not applicable. Immediately following Admission the Company will have no
subsidiaries.

B.6

Major shareholders:

At the date of this Prospectus, the issued share capital of the Company is
€60,000 divided into a single series of 30,000 shares in book-entry form, with a
nominal value of €2.00 each. All of these shares are fully paid. As at 12
February 2014 (being the latest practicable date prior to the registration of this
Prospectus with the CNMV), the Investment Manager, Grupo Lar, held 30,000
Ordinary Shares representing 100% of the issued share capital of the Company.
Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two
of the six members of the Management Team (Mr. Luis Pereda and Mr. Miguel
Pereda) are members of the Pereda Family and, therefore, shareholders of the
Investment Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are,
respectively, the Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel
Pereda is also a member of the Company’s Board.
The voting rights of Grupo Lar do not differ from those of other shareholders.
Grupo Lar has undertaken to subscribe, at the Issue Price, an aggregate of
970,000 Issue Shares, conditional on the Placing Agreement not having been
terminated in accordance with its terms. Immediately following Admission,
Grupo Lar will hold 1,000,000 Ordinary Shares representing 2.5% of the issued
share capital of the Company (on the basis of a €400 million Issue).
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The Company has entered into a subscription agreement with the Anchor
Investor (the “Anchor Investor Subscription Agreement”) pursuant to which the
Anchor Investor has agreed to subscribe, at the Issue Price, an aggregate of
5,000,000 Issue Shares if the final number of Ordinary Shares to be issued in
the Issue is equal to or higher than 35,000,000, or such amount of Ordinary
Shares which would represent 12.5 per cent. of the Issue Shares if the number
of Issue Shares is lower than 35,000,000, conditional on the Placing Agreement
not having been terminated in accordance with its terms and certain other
conditions being satisfied (including that the final number of Ordinary Shares to
be issued in the Issue is at least 30,000,000 and no more than 45,000,000). The
final number of Ordinary Shares to be issued in the Issue is expected to be
determined and announced through the publication of a significant information
announcement (Hecho Relevante) on 3 March 2014 once the Placing is
concluded.
Typical Investors
The typical investors in the Company are expected to be institutional and
qualified investors who are looking to allocate part of their investment portfolio
to the Spanish market.
An investment in the Company is suitable only for investors who are capable of
evaluating the risks and merits of such investment, who understand the potential
risk of capital loss and that there may be limited liquidity in the underlying
investments of the Company and in the Ordinary Shares, for whom an
investment in the Ordinary Shares constitutes part of a diversified investment
portfolio, who fully understand and are willing to assume the risks involved in
investing in the Company and who have sufficient resources to bear any loss
(which may be equal to the whole amount invested) which might result from
such investment. Investors should consult their financial, legal and tax advisors
before making an investment in the Company.
The Company is not aware of any persons who, directly or indirectly, jointly or
severally, exercise or could exercise control over the Company as at, or
immediately following Admission.
B.7

Historical key financial
information:

Not applicable. This Prospectus contains limited historical financial information
about the Company as the Company is recently incorporated and has a limited
operating history.

B.8

Selected key pro forma
financial information:

Not applicable. This Prospectus does not contain pro forma financial
information.

B.9

Profit forecast:

Not applicable. This Prospectus does not contain profit forecasts or estimates.

B.10

A description of the nature
of any qualifications in the
audit report on the historical
financial information:

Not applicable. The Company is recently incorporated and has limited operating
or financial data. The Company’s audited interim financial statements as of 24
January 2014 and for the eight days ended on such date are included elsewhere
herein.

B.11

Qualified working capital:

Not applicable. In the opinion of the Company, taking into consideration the
Net Proceeds to be received by the Company from the Issue, the working
capital available to the Company is sufficient for the Company’s present
requirements and, in particular, is sufficient for at least the next 12 months from
the date of this Prospectus.
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C.1

Type and class of security:

Ordinary Shares of nominal value of €2.00 each.
The ISIN number of the Ordinary Shares will be announced through the
publication of a significant information announcement (Hecho Relevante)
before Admission. There will be no offering of, or application for listing for,
any other class of shares of the Company. All the shares of the Company are of
the same class.

C.2

Currency of the securities
issue:

The Ordinary Shares will be denominated in euro.

C.3

The number of shares issued:

The final number of Ordinary Shares to be issued in the Issue is expected to be
determined and announced through the publication of a significant information
announcement (Hecho Relevante) on 3 March 2014 once the Placing is
concluded.

C.4

A description of the rights
attached to the securities:

The Ordinary Shares will be issued credited as fully paid and will rank pari
passu in all respects with each other and will rank in full for all dividends and
other distributions thereafter declared, made or paid in respect of the Ordinary
Shares.

C.5

Restrictions on the free
transferability of the
securities:

Under Spanish law, the Company may not impose restrictions on the free
transferability of its Ordinary Shares in its By-Laws.
However, the By-Laws contain indemnity obligations from Substantial
Shareholders in favour of the Company designed to discourage the possibility
that dividends may become payable to Substantial Shareholders. If a dividend
payment is made to a Substantial Shareholder, the Company will be entitled to
deduct an amount equivalent to the tax expenses incurred by the Company on
such dividend payment from the amount to be paid to such Substantial
Shareholder.
In addition, the By-Laws contain certain information obligations with respect
to shareholders or beneficial owners of Ordinary Shares who are subject to a
special legal regime applicable to pension funds or benefit plans (such as
ERISA). If any such shareholder or beneficial owner fails to comply with such
information obligations, the Company will be entitled to suspend (until such
obligations are fulfilled) the economic and political rights attached to the
Ordinary Shares of such person. Moreover, the Company will have the ability
to request from any shareholder or beneficial owner of Ordinary Shares such
information as the Company considers necessary or useful to determine
whether any such person is subject to a special legal regime applicable to
pension funds or benefit plans. Failure to provide such information to the
Company may result in the suspension of the political rights attached to the
relevant Ordinary Shares. Furthermore, according to the By-Laws, the
Company will be able to take any measures it deems appropriate to avoid any
adverse effects to the Company or its shareholders resulting from the
application of laws and regulation relating to pension funds or benefit plans (in
particular, ERISA). The purpose of these provisions is to provide the Company
with the ability to minimize the risk that Benefit Plan Investors (or other
similar investors) hold 25% or greater of any class of equity interest in the
Company.
The acquisition and holding of Ordinary Shares by an investor may also be
affected by the law or regulatory requirements of its own jurisdiction, which
may include restrictions on the free transferability of such Ordinary Shares.
Investors should consult their own advisors prior to an investment in the
Ordinary Shares.
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Additionally, the Company and J.P. Morgan will agree under the Placing
Agreement that the Company will be subject to a “lock-up” undertaking during
a period commencing on the date of the Placing Agreement and ending 270
days following Admission.
Furthermore, the Company and the Investment Manager (which is 83%-owned
and effectively controlled by the Pereda Family) have agreed under the
Investment Manager Agreement (with respect only to the Performance Fee
Shares) and will agree under the Placing Agreement (with respect to any
Ordinary Shares held by the Investment Manager) that, subject to certain
customary exceptions, the Investment Manager shall not dispose of any
Ordinary Shares prior to the third anniversary of Admission or, with respect to
any Performance Fee Shares, from the third anniversary of the date on which
such Ordinary Shares were delivered to the Investment Manager.
The Anchor Investor is also subject to a “lock-up” undertaking (subject to
certain exceptions) during a period commencing on the date of the Anchor
Investor Subscription Agreement and ending 180 days following Admission.
C.6

Admission:

Application will be made to list the Company’s Ordinary Shares on the Spanish
Stock Exchanges and to have the Company’s Ordinary Shares quoted through
the SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) of the
Spanish Stock Exchanges. The Company expects the Ordinary Shares to be
listed and quoted on the Spanish Stock Exchanges on or about 6 March 2014.
The symbol under which the Ordinary Shares will be quoted will be announced
through the publication of a significant information announcement (Hecho
Relevante) before Admission.

C.7

Dividend policy:

The Company intends to maintain a dividend policy which has due regard to
sustainable levels of dividend distribution and reflects the Company’s view on
the outlook for sustainable recurring earnings. The Company intends to pay
dividends when the Board considers it appropriate. However, under the Spanish
SOCIMI Regime, the Company will be required to adopt resolutions for the
distribution of dividends, after fulfilling any relevant Spanish Companies Act
requirement, to shareholders annually within the six months following the
closing of the fiscal year of: (i) at least 50% of the profits derived from the
transfer of real estate properties and shares in Qualifying Subsidiaries and real
estate collective investment funds; provided that the remaining profits must be
reinvested in other real estate properties or participations within a maximum
period of three years from the date of the transfer or, if not, 100% of the profits
must be distributed as dividends once such period has elapsed; (ii) 100% of the
profits derived from dividends paid by Qualifying Subsidiaries and real estate
collective investment funds; and (iii) at least 80% of all other profits obtained
(i.e., profits derived from ancillary activities). If the relevant dividend
distribution resolution is not adopted in a timely manner, the Company would
lose its SOCIMI status in respect of the year to which the dividends relate.
Only those shareholders that are registered in the clearance and settlement
system managed by Iberclear at 23:59 hours (Madrid time) of the day of
approval of the relevant dividend distribution will be entitled to receive the
dividend payments. Dividends will be received in respect of the Ordinary
Shares owned at such time. Unless otherwise agreed by the Shareholders’
Meeting or the Board, the By-Laws provide that the payment date will take
place 30 days after the dividend distribution is approved.
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D.1

Key information on the key
risks that are specific to the
issuer or its industry:

Prior to investing in the Ordinary Shares, prospective investors should consider
the risks associated therewith. The risks relating to the Company and/or its
industry include the following:
RISKS INHERENT TO INVESTING IN A NEW BUSINESS
— The management structure of the Company, the procedure to be followed
by the Company in order to carry out future investments, the mechanics set
out for the estimation of the accrual of management fees, the fact that the
Company’s performance relies on the expertise of the Investment Manager
and the condition of the issuer as a newly formed company are factors that
contribute to the complexity of the investment in the Ordinary Shares. As a
result, institutional and qualified investors are more capable to understand
the investment in the Company and the risks involved therewith, and, in
any event, consultation with financial, legal and tax advisors is strongly
recommended in order to assess any such potential investment.
— The Company is newly formed and has a limited operating history and
financial information, and prospective investors in the Company will have
limited data to assist them in evaluating the prospects of the Company and
the related merits of an investment in the Ordinary Shares. The Company
intends to invest primarily in the Spanish commercial property market but
currently it neither owns any properties nor has it entered into any
negotiations with respect to any investment opportunities and it will not do
so until after Admission. Any investment in the Ordinary Shares is subject
to all of the risks and uncertainties associated with a new business,
including the risk that the Company will not achieve its investment
objectives, that not all capital will be invested and that the value of any
investment made by the Company, and of the Ordinary Shares, could
substantially decline.
RISKS RELATING TO THE EXTERNAL MANAGEMENT OF THE
COMPANY AND THE INVESTMENT MANAGER AGREEMENT
— The Company is to be externally managed and so the ability of the
Company to achieve its investment objectives is significantly dependent
upon the Investment Manager and the expertise of the Management Team.
The Investment Manager Agreement has an initial term of five years and
upon expiry or termination of the Investment Manager Agreement there is
no assurance that an agreement with a new investment manager can be
entered into on similar terms or on a timely basis.
— The Company has entered into an Investment Management Agreement
whereby functions normally exercised by the Board of Directors or other
corporate bodies of listed companies are carried out by the Investment
Manager, except where such functions are considered Reserved Matters.
Such a structure is normally found in collective investment schemes or
investment funds but the regulations applicable to this type of entities do
not apply to the Company. In particular, it must be noted that even if
certain changes in the Key Persons or their positions as directors in the
Investment Manager may trigger termination events under the Investment
Manager Agreement, such changes or alterations in the shareholding of the
Investment Manager would not trigger an obligation to launch a public
tender offer.
— Actions taken by the Investment Manager may adversely affect the
Company and the Company may not be able to terminate the Investment
Manager Agreement at its discretion. There can be no assurance that the
Investment Manager will be successful in advancing the Company’s
interests or that its actions will not adversely affect the Company’s
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interests.
— This Prospectus includes certain information regarding the past
performance of the Management Team and the Investment Manager.
However, the past performance of the Management Team and the
Investment Manager is not indicative, or intended to be indicative, of the
future performance or results of the Company. As a consequence, as at
Admission, prospective investors in the Company will have limited data to
assist them in evaluating the prospective performance of the Management
Team.
— The Investment Manager may fail to retain the Key Persons or to identify
suitable replacement members and, as a result, the Company’s investment
strategy, and its business, financial condition and results of operations may
be adversely affected. In addition, the Company may not have the ability to
terminate the Investment Manager Agreement under certain circumstances
if either of the Key Persons ceases to be a member of the Management
Team.
— The Company expects that there will be conflicts of interest among the
Investment Manager and the Company. These conflicts may include
investment terms in instances where the Company co-invests with the
Investment Manager. If conflicts of interest with the Investment Manager
result in decisions that are not in the best interests of the Company’s
shareholders, the Company’s business, financial condition, results of
operations and prospects could be adversely affected.
— The Investment Manager currently has a 50% participation in Gentalia. A
potential conflict of interest could arise should Gentalia be appointed as
property manager of all or part of the Company’s assets due to the
differing economic interests of the Investment Manager in Gentalia and the
Company. Gentalia is not a party to, and is not bound by, the Investment
Manager Agreement and could in the future undertake activities or
operations that compete with those undertaken by the Company.
— Members of the Management Team, in particular Luis Pereda and Miguel
Pereda (who are members of the Pereda Family, which owns 83% of the
Investment Manager, and who hold executive positions in the Investment
Manager), and the support staff available to the Investment Manager
(including the staff of Gentalia) may have conflicts of interest in allocating
their time and activity to matters relating to the Company.
— Increases in the EPRA NAV of the Company will lead to an increase in the
compensation to be paid to the Investment Manager. If increases in the
EPRA NAV are the result of price overheating in the real estate sector, it is
possible that the Management Team is overpaid ahead of a cyclical peak.
— While the Company believes that the terms of the arrangements among the
Company and the Investment Manager are broadly similar to what would
have been obtainable from unaffiliated third parties, the Company cannot
assure you that their terms, including terms relating to fees, performance
criteria, contractual or fiduciary duties, conflicts of interest, limitations on
liability, indemnification and termination, are not less favourable to the
Company than otherwise might have resulted if the negotiations had
involved unrelated parties from the outset.
RISKS RELATING TO THE COMPANY’S BOARD DIRECTORS
— The Company will rely on the expertise and experience of the Directors to
supervise the management of the Company’s affairs.
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— Litigation, allegations of misconduct or operational failures by, or other
negative publicity and press speculation involving any of the Directors,
whether or not accurate, may harm the Company.
— There may be circumstances in which a Director has, directly or indirectly,
a material interest in a transaction being considered by the Company or a
conflict of interests with the Company.
REGULATORY RISKS
— AIFMD establishes certain obligations with respect to AIFs and AIFMs
and requires AIFMs to be authorised by the relevant securities market
regulator (CNMV). However, the AIFMD has not been transposed into
Spanish legislation yet. Therefore, it is currently unclear whether the
Company and the Investment Manager will fall under the AIF and AIFM
definitions respectively under Spanish regulations. Under current law, the
Company does not believe that it will need to be authorised as a regulated
AIF by the CNMV.
If the Company is determined to be an AIF, the Investment Manager will
be required to be authorised as an AIFM. As a result, the Investment
Manager will be required to comply with various requirements and
obligations which (a) may result in a change in the operating procedures of
the Investment Manager and its relationship with the Company and service
providers and may impose restrictions on the investment activities that the
Investment Manager (and in turn the Company) may engage in, and (b) are
likely to increase the on-going costs borne, directly or indirectly, by the
Company by virtue of the contractual arrangements agreed between the
Company and the Investment Manager.
The CNMV may refuse to authorise the Investment Manager as an AIFM
on the basis that the Investment Manager is unable to meet the
requirements of AIFMD and as a consequence the Investment Manager
will not be permitted to continue to manage the Company and a successor
investment manager duly authorised as an AIFM would need to be
appointed to perform these functions.
There is no guarantee that a suitably qualified successor investment
manager could be found or could be engaged on terms comparable to those
applicable to the Investment Manager. In addition, any transition to a
successor investment manager could result in significant costs being
incurred by the Company and material disruptions to the investment
activities, operations and marketing of the Company. In particular, key
management and personnel within the Investment Manager may, following
the transition to the new investment manager, no longer be involved in the
management and operation of the Company. Any or all of these factors
may have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
Failure by the Investment Manager to be recognised as an AIFM under the
AIFMD as regulated in Spain will restrict its ability to market its
securities/target investors in other EU jurisdictions that have implemented
the Directive.
— The Company’s operations must comply with laws and governmental
regulations (whether domestic or international (including in the EU))
which relate to, among other things, property ownership and use, land use,
development, zoning, health and safety requirements and environmental
compliance. Changes in laws and regulations may have a material adverse
effect on the Company’s business, financial condition, results of operations
and prospects.—
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— Environmental and health and safety laws, regulations and standards may
expose the Company to the risk of substantial costs and liabilities.
RISKS RELATING TO THE COMPANY’S ACTIVITY
— The Company’s investments will be concentrated in the Spanish
commercial property market and the Company will therefore have greater
exposure to political, economic and other factors affecting the Spanish
market than more diversified businesses.
— The Company’s performance will be subject to the conditions of the
commercial property market in Spain. Any deterioration in the Spanish
commercial property market, for whatever reason, could result in declines
in market rents received by the Company, in occupancy rates for the
Company’s properties and in the carrying values of the Company’s
property assets (and the value at which it could dispose of such assets), any
of which could have a material adverse effect on the Company’s business,
financial condition, results of operations and prospects.
— The Company expects to face competition from other property investors
for the purchase of desirable properties and in seeking creditworthy tenants
for acquired properties. The existence and extent of competition in the
commercial property market may also have a material adverse effect on the
Company’s ability to secure tenants for properties it acquires at satisfactory
rental rates.
— Revenues earned from, and the capital value and disposal value of,
properties held by the Company and the Company’s business may be
materially adversely affected by a number of factors inherent in asset sales
and management.
— The valuation of property and property-related assets is inherently
subjective. To the extent valuations of the Company’s properties do not
fully reflect the value of the underlying properties this may have a material
adverse effect on the Company’s business, financial condition, results of
operations and prospects.
— The Company expects to incur certain third party costs, including in
connection with financing, valuations and professional services associated
with the sourcing and analysis of suitable investments. Any costs
associated with potential investments that do not proceed to completion
will affect the Company’s performance.
— There can be no assurance that due diligence examinations carried out by
the Company or third parties in connection with any properties the
Company may acquire or invest in will reveal all of the risks associated
with that property or investment, or the full extent of such risks. A due
diligence failure may have a material adverse effect on the Company’s
business, financial condition, results of operations and prospects.
— The Company may not acquire 100% control of investments (mainly in
connection with residential property assets) and may therefore be subject to
the risks associated with minority investments and joint venture
investments.
— Real estate investments are relatively illiquid. Such illiquidity may affect
the Company’s ability to vary its portfolio or dispose of properties in a
timely fashion and/or at satisfactory prices in response to changes in
economic, property market or other conditions. This may have a material
adverse effect on the Company’s business, financial condition, results of
operations and prospects.
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— In circumstances where the Company seeks to create value by undertaking
development, refurbishment or redevelopment of its property assets, it will
typically be dependent on the performance of third party contractors. If the
Company’s third party contractors fail to successfully perform the services
for which they have been engaged, either as a result of their own fault or
negligence, or due to the Company’s failure to properly supervise any such
contractors, this could have a material adverse effect on the Company’s
business, financial condition, results of operations and prospects. In
addition, development, refurbishment or redevelopment projects may be
difficult to identify, may suffer delays, may not be completed or may fail
to achieve expected results.
— The Company may be exposed to future liabilities and/or obligations with
respect to the properties that it sells. For example, the Company may be
required to pay damages (including but not limited to litigation costs) to a
purchaser to the extent that any representations or warranties given to a
purchaser prove to be inaccurate or to the extent that the Company
breaches any of its covenants or obligations contained in the disposal
documentation.
— The Company’s properties may suffer physical damage resulting in losses
(including loss of rent) which may not be compensated for by insurance,
either fully or at all. Should an uninsured loss or a loss in excess of insured
limits occur, the Company may lose capital invested in the affected
property as well as anticipated future revenue from that property.
— Pursuant to the terms of the Investment Manager Agreement, the
Investment Manager is required to maintain at its own cost appropriate
professional indemnity insurance to cover potential claims from the
Company under said agreement until two years after the date of its
termination. However, such insurance could be subject to customary
deductibles and coverage limits and may not be sufficient to recoup all of
the losses claimed by the Company, which therefore could suffer losses.
— The Company may elect or be required to dispose of investments,
including due to a requirement imposed by a third party (for example, a
lending bank) at a time which results in a lower than expected return or a
loss on such investments. Furthermore, the Company may be unable to
dispose of investments at all, which would tie up the capital invested in
such assets and could impede the Company’s ability to take advantage of
other investment opportunities.
— Pending deployment of the Net Proceeds to acquire property investments,
the Company intends that the Net Proceeds and cash not yet invested will
be held in cash or cash equivalents or bank deposits with one or more
banks. There can be no assurance as to how long it will take for the
Company to invest any or all of the Net Proceeds in commercial property
and it may not find suitable commercial properties in which to invest all of
the Net Proceeds.
— The target Shareholder Return Rate set out in this Prospectus for the
Company’s investments is a target only (and for the avoidance of doubt is
not a profit forecast). There can be no assurance that the Company’s
investments will meet this target or any other level of return, or that the
Company will achieve or successfully implement its Investment Strategy.
— During the period in which the Net Proceeds are being invested, the
financial structure of the Company may not be at optimal levels as initially
the Company intends to invest most of the Net Proceeds of the Issue in the
acquisition of real estate assets, without taking on any significant leverage.
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— The Company’s investment strategy includes the use of leverage, which
exposes the Company to risks associated with borrowings. To the extent
the Company incurs a substantial level of indebtedness, this could reduce
the Company’s financial flexibility and cash available to pay dividends to
shareholders due to the need to service its debt obligations.
— The Company may incur debt with floating interest rates. Increased
exposure to adverse interest rate movements through floating rate debt may
have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
RISKS RELATING TO STRUCTURE AND TAXATION
— The Company has elected for Spanish SOCIMI status under the SOCIMI
Act but there is no guarantee that the Company will, following its election
to become a Spanish SOCIMI, continue to maintain Spanish SOCIMI
status (whether by reason of failure to satisfy the conditions for Spanish
SOCIMI status or otherwise). If the Company’s status as a Spanish
SOCIMI were withdrawn it would then be subject to tax on the profits
deriving from its activities at the standard Corporate Income Tax rate
(currently 30%), and would not be eligible to become a SOCIMI (and
benefit from its special tax regime) for three years. The shareholders in a
company that loses its SOCIMI status are expected to be taxable as if the
SOCIMI Regime had not been applicable to the company. The Company’s
inability to obtain and maintain its SOCIMI status may have a material
adverse effect on the Company’s financial condition, business, prospects or
results of operations and could adversely impact the marketability and
liquidity of the Ordinary Shares and their value.
— Any change (including a change in interpretation) in the legislative
provisions relating to Spanish SOCIMIs or in tax legislation more
generally, either in Spain or in any other country in which the Company
may operate in the future, including but not limited to the imposition of
new taxes or increases in tax rates in Spain or elsewhere, may have a
material adverse effect on the Company’s financial condition, business,
prospects or results of operations.
— The constraints of maintaining its status as a Spanish SOCIMI could limit
the Company’s ability and flexibility to make investments and pursue
growth through acquisitions.
— Certain disposals of properties may have negative implications under the
Spanish SOCIMI Regime. If a qualifying asset is sold before it is held for a
minimum three-year period, then (i) such capital gain would compute as
non-qualifying revenue within the 20% thresholds that must not be
exceeded for the maintenance of the SOCIMI Regime; and (ii) such gain
would be taxed at the standard Corporate Income Tax rate (currently,
30%); furthermore, the entire income deriving from such assets, including
rental income since its acquisition also would be subject to the standard
Corporate Income Tax rate.
— The Company may become subject to a 19% Corporate Income Tax on the
gross dividend distributed to, or in respect of, a Substantial Shareholder;
such tax will generate an expense for the Company and, thus may result in
a loss of profits for the rest of the shareholders. The By-Laws contain
indemnity obligations from Substantial Shareholders in favour of the
Company designed to discourage the possibility that dividends may
become payable to Substantial Shareholders and to minimize its impact for
the Company. However, the Company cannot provide assurance that these
measures will be effective.
— The Company may not impose restrictions on the free transferability of its
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Ordinary Shares and the acquisition of Ordinary Shares by certain
investors could adversely affect the Company’s business, financial
condition, results of operations and prospects.
RISKS RELATING TO THE ECONOMY
— The Company is subject to inherent risks arising from general and sector
specific economic conditions in Spain and in other countries. The global
financial system began to experience difficulties in mid-2007, uncertainty
continues to surround the pace and scale of global economic recovery and
conditions could deteriorate. Sovereign debt defaults and European Union
and/or Eurozone exits could have a material adverse effect on the
Company by, for example, affecting the availability of credit to the
Company and causing uncertainty and disruption in relation to financing.
Austerity and other measures introduced to limit or contain these issues
may themselves lead to economic contraction and result in material
adverse effects on the Company’s financial condition, business, prospects
and results of operation.
D.3

Key information on the key
risks that are specific to the
securities:

RISKS RELATING TO THE ORDINARY SHARES
— The market price of the Ordinary Shares may not reflect the value of the
underlying investments of the Company and may be subject to wide
fluctuations in response to many factors. In addition, the market value of
the Ordinary Shares may vary considerably from the Company’s
underlying net asset value. There can be no assurance that shareholders
will receive back the amount of their investment in the Ordinary Shares.
— All dividends and other distributions paid by the Company will be made at
the discretion of the Board and will be dependent on the availability of
profits available for distribution and sufficient cash. In addition, there is a
risk that the Company may generate profits, but not have sufficient cash to
be able to comply with the Spanish SOCIMI dividends distribution
requirements. If the Company does not have sufficient cash, it may have to
borrow to fund the distribution, which would increase its finance costs,
could reduce its ability to borrow to finance property acquisitions and
could have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
— A liquid market for the Ordinary Shares may fail to develop. If an active
trading market is not developed or maintained, the liquidity and trading
price of the Ordinary Shares may be adversely affected and may result in
volatility in the market price of the Ordinary Shares.
— Sales of Ordinary Shares by the Investment Manager or the Anchor
Investor, or the possibility of such sales, may affect the market price of the
Ordinary Shares and may make it more difficult for shareholders to sell the
Ordinary Shares from time to time or at a price that they deem appropriate.
— The By-Laws contain indemnity obligations from Substantial Shareholders
in favour of the Company designed to discourage the possibility that
dividends may become payable to Substantial Shareholders in order to
avoid that an additional 19% Corporate Income Tax be due on the gross
amount of such dividend corresponding to a Substantial Shareholder. If a
dividend payment is made to a Substantial Shareholder, the Company will
be entitled to deduct an amount equivalent to the tax expenses incurred by
the Company on such dividend payment from the amount to be paid to
such Substantial Shareholder.
— Following the Issue, the Anchor Investor will have a significant holding of
Ordinary Shares. In addition, it is possible that other investors may have
significant holdings of Ordinary Shares in the future. The interests of any
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significant investor, including the Anchor Investor, may conflict with those
of other shareholders. Sales of Ordinary Shares or interests in Ordinary
Shares by any significant investor could cause the market price of the
Ordinary Shares to decline.
— If the Company elects to obtain funding by way of further equity financing
or uses further equity offerings or consideration in the form of equity to
finance the growth of its portfolio, this would dilute the Company’s then
existing shareholders’ shareholdings and could have an adverse effect on
the market price of the Ordinary Shares.
— The assets of the Company could be deemed to be “plan assets” that are
subject to certain requirements of ERISA and/or section 4975 of the Code.
If the Company’s assets were deemed to constitute “plan assets” within the
meaning of the Plan Asset Regulations, certain transactions that the
Company may enter into in the ordinary course of business and operation
may constitute non-exempt prohibited transactions under ERISA or the
Code, resulting in the imposition of excise taxes and penalties. In addition,
any fiduciary of a Benefit Plan Investor or a governmental, church, non-US
or other plan which is subject to Similar Law that is responsible for such
plans investment in the Ordinary Shares could be liable for any ERISA
fiduciary violations or violations of such Similar Law relating to the
Company.
— The By-Laws contain certain information obligations with respect to
shareholders or beneficial owners of Ordinary Shares who are subject to a
special legal regime applicable to pension funds or benefit plans (such as
ERISA). Failure to comply with such information obligations may result in
the suspension of the economic and political rights attached to the
Ordinary Shares of such person. Furthermore, according to the By-Laws,
the Company will be able to take any measures it deems appropriate to
avoid any adverse effects to the Company or its shareholders resulting
from the application of laws and regulation relating to pension funds or
benefit plans (in particular, ERISA).
— The Company believes that it will be a PFIC for US federal income tax
purposes. In addition, the Company does not intend to provide to US
investors the information necessary for US investors to make “qualified
electing fund” elections. This may result in adverse US federal income tax
consequences to US investors.
— In the case of certain increases in the Company’s issued share capital,
existing holders of Ordinary Shares are generally entitled to pre-emptive
rights to subscribe for such shares. However, US holders of Ordinary
Shares in Spanish companies are customarily excluded from exercising any
such pre-emptive rights they may have, unless a registration statement
under the US Securities Act is effective with respect to those rights, or an
exemption from the registration requirements thereunder is available.
— It may be difficult for shareholders outside Spain to serve process on or
enforce foreign judgments against the Company or the Directors.
— Shareholders in countries with currencies other than the euro face
additional investment risk from currency exchange rate fluctuations in
connection with their holding of the Ordinary Shares.
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E.1

The total net proceeds and an
estimate of the total expenses
of the issue:

The gross proceeds of the Issue are expected to be in the region of €400
million.
The estimated net proceeds to the Company (on the basis of a €400 million
Issue) are in the region of €390 million after the deduction of commissions and
other estimated fees and expenses payable by the Company and incurred in
connection with the Issue of approximately €10 million (on the basis of a €400
million Issue). The final issue size and net proceeds of the Issue (the “Net
Proceeds”) are expected to be determined and announced through the
publication of a significant information announcement (Hecho Relevante) on 3
March 2014 once the Placing is concluded.

E.2

Reasons for the issue, use of
proceeds:

The Company’s principal use of the Net Proceeds of the Issue will be to fund
future real estate investments as well as to fund the Company’s operating
expenses consistent with the investment policy of the Company. The Company
expects to have fully invested the Net Proceeds of the Issue in the period
ranging from the 18th month to the 24th month following Admission.

E.3

A description of the terms
and conditions of the issue:

J.P. Morgan will conditionally undertake under the Placing Agreement to place
up to 34,030,000 Placing Shares (on the basis of a €400 million Issue) at the
Issue Price with certain institutional and qualified professional investors.
The Placing is conditional upon, among other things, the Placing Agreement
having become unconditional in all respects once certain conditions precedent
have been satisfied and not having been terminated in accordance with its
terms. In addition, the Placing Agreement may be terminated by the Sole
Bookrunner if the Anchor Investor Subscription Agreement is terminated, or if
the Anchor Investor fails to pay for any of its Anchor Investor Subscription
Shares by 9:00 a.m. Madrid time on the Subscription Date. The Investment
Manager has undertaken to subscribe, at the Issue Price, an aggregate of
970,000 Issue Shares, conditional on the Placing Agreement not having been
terminated in accordance with its terms.
The Company has entered into the Anchor Investor Subscription Agreement
pursuant to which the Anchor Investor has agreed to subscribe, at the Issue
Price, an aggregate of 5,000,000 Issue Shares if the final number of Ordinary
Shares to be issued in the Issue is equal to or higher than 35,000,000, or such
amount of Ordinary Shares which would represent 12.5 per cent. of the Issue
Shares if the number of Issue Shares is lower than 35,000,000, conditional on
the Placing Agreement not having been terminated in accordance with its terms
and certain other conditions being satisfied (including that the final number of
Ordinary Shares to be issued in the Issue is at least 30,000,000 and no more
than 45,000,000).

E.4

A description of any interest
that is material to the
issue/offer including
conflicting interests:

As at 12 February 2014 (being the latest practicable date prior to the
registration of this Prospectus with the CNMV), the Investment Manager,
Grupo Lar, held 30,000 Ordinary Shares representing 100% of the issued share
capital of the Company. Grupo Lar is 83%-owned and effectively controlled by
the Pereda Family. Two of the six members of the Management Team (Mr.
Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family and,
therefore, shareholders of the Investment Manager. In addition, Mr. Luis
Pereda and Mr. Miguel Pereda are, respectively, the Executive Chairman and
Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s
Board.
Grupo Lar has undertaken to subscribe, at the Issue Price, an aggregate of
970,000 Issue Shares, conditional on the Placing Agreement not having been
terminated in accordance with its terms. Immediately following Admission,
Grupo Lar will hold 1,000,000 Ordinary Shares representing 2.5% of the issued
share capital of the Company (on the basis of a €400 million Issue).
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Section E—Offer
The Company has entered into the Anchor Investor Subscription Agreement
pursuant to which the Anchor Investor has agreed to subscribe, at the Issue
Price, an aggregate of 5,000,000 Issue Shares if the final number of Ordinary
Shares to be issued in the Issue is equal to or higher than 35,000,000, or such
amount of Ordinary Shares which would represent 12.5 per cent. of the Issue
Shares if the number of Issue Shares is lower than 35,000,000, conditional on
the Placing Agreement not having been terminated in accordance with its terms
and certain other conditions being satisfied (including that the final number of
Ordinary Shares to be issued in the Issue is at least 30,000,000 and no more
than 45,000,000).
The voting rights of Grupo Lar and the Anchor Investor do not differ from
those of other shareholders.
E.5

Name of the person or entity
offering to sell the securities
and details of any lock-up
agreements:

Save for the Company, there are no entities or persons offering to sell Ordinary
Shares.
The Company and J.P. Morgan will agree under the Placing Agreement that the
Company will be subject to a “lock-up” undertaking during a period
commencing on the date of the Placing Agreement and ending 270 days
following Admission.
In addition, the Company and the Investment Manager (which is 83%-owned
and effectively controlled by the Pereda Family) have agreed under the
Investment Manager Agreement (with respect only to the Performance Fee
Shares) and will agree under the Placing Agreement (with respect to any
Ordinary Shares held by the Investment Manager) that, subject to certain
customary exceptions, the Investment Manager shall not dispose of any
Ordinary Shares prior to the third anniversary of Admission or, with respect to
any Performance Fee Shares, from the third anniversary of the date on which
such Ordinary Shares were delivered to the Investment Manager.
The Anchor Investor is also subject to a “lock-up” undertaking (subject to
certain exceptions) during a period commencing on the date of the Anchor
Investor Subscription Agreement and ending 180 days following Admission.

E.6

Dilution:

Prior to the Issue, the Investment Manager, Grupo Lar, holds 100% of the
issued share capital of the Company. Immediately following Admission and
after giving effect to its acquisition of 970,000 Issue Shares, it will hold a total
of 1,000,000 Ordinary Shares and 2.5% of the beneficial interest in the
Company (on the basis of a €400 million Issue). The Issue will result in the
beneficial interest of Grupo Lar in the Company being diluted by 97.5% (on the
basis of a €400 million Issue).

E.7

Estimated expenses charged
to the investor by the issuer:

Not applicable. No expenses will be charged to any investor by the Company in
respect of the Issue.
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PART II: RISK FACTORS
Any investment in the Ordinary Shares is subject to a number of risks. Accordingly, prior to making any investment
decision, prospective investors should carefully consider all the information contained in this Prospectus and, in
particular, the risk factors described below.
This Prospectus also contains forward-looking statements that involve risks and uncertainties. See “Forward
Looking Statements” in Part VI (Important Information) of this Prospectus. The Company’s actual results could differ
materially from those anticipated in these forward-looking statements as a result of certain factors, including the risks
faced by the Company described below and elsewhere in this Prospectus.
Prospective investors should note that the risks relating to the Company, its industry (being the commercial real
estate market in Spain) and the Ordinary Shares summarised in the section of this Prospectus headed Part I (Summary)
are the risks that the Company believes to be the most essential to an assessment by a prospective investor of whether to
consider an investment in the Ordinary Shares. However, as the risks which the Company faces relate to events and
depend on circumstances that may or may not occur in the future, prospective investors should consider not only the
information on the key risks summarised in the section of this Prospectus headed Part I (Summary) but also, among other
things, the risks and uncertainties described below.
The Board considers the following risks to be material for prospective investors in the Company. However, the
following is not an exhaustive list or explanation of all risks that prospective investors may face when making an
investment in the Ordinary Shares and should be used as guidance only. Additional risks and uncertainties not currently
known to the Board, or that the Board currently deems immaterial, may also have an adverse effect on the Company’s
financial condition, business, prospects and/or results of operations. In such case, the market price of Ordinary Shares
could decline and investors may lose all or part of their investment. Investors should consider carefully whether an
investment in the Ordinary Shares is suitable for them in light of the information in this Prospectus and their personal
circumstances. If investors are in any doubt about any action they should take, they should consult a competent
independent professional advisor who specialises in advising on the acquisition of listed securities. The order in which
risks are presented is not necessarily an indication of the likelihood of the risks actually materialising, of the potential
significance of the risks or of the scope of any potential harm to the Company’s business, financial condition, results of
operations and prospects.
Prospective investors should read this section in conjunction with this entire Prospectus.
1.

RISKS INHERENT TO INVESTING IN A NEW BUSINESS

The management structure of the Company, the procedure to be followed by the Company in order to carry out future
investments, the mechanics set out for the estimation of the accrual of management fees, the fact that the Company’s
performance relies on the expertise of the Investment Manager and the condition of the issuer as a newly formed
company are factors that contribute to the complexity of the investment in the Ordinary Shares
The management structure of the Company, which is very complex and atypical, the procedure to be followed by the
Company in order to carry out future investments, the mechanics set out for the estimation of the accrual of management
fees to be paid by the Company to the Investment Manager, the fact that the Company’s performance relies on the
expertise of the Investment Manager and the condition of the issuer as a newly formed company with a limited operating
history and financial information are factors that contribute to the complexity of the investment in the Ordinary Shares.
As a result, institutional and qualified investors are more capable to understand the investment in the Company and the
risks involved therewith, and, in any event, consultation with financial, legal and tax advisors is strongly recommended
in order to assess any such potential investment.
The Company is newly formed and has not yet made any investments
The Company was incorporated on 17 January 2014, has a limited operating history and, except for the interim
financial information referred to in Part X (Historical Financial Information) of this Prospectus, does not have any
historical financial statements or other meaningful operating or financial data. It is therefore difficult to evaluate the
probable future performance of the Company. The Company intends to invest primarily in the Spanish commercial
property market but currently it neither owns any properties nor has it entered into any negotiations with respect to any
investment opportunities and it will not do so until after Admission. As a consequence, prior to Admission, prospective
investors in the Company will have no opportunity to evaluate the terms of any potential investment opportunities or
actual investments or any financial data to assist them in evaluating the prospects of the Company and the related merits
of an investment in the Ordinary Shares. Any investment in the Ordinary Shares is, therefore, subject to all of the risks
and uncertainties associated with a new business, including the risk that the Company will not achieve its investment
objectives, that not all capital will be invested and that the value of any investment made by the Company, and of the
Ordinary Shares, could substantially decline.
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2.

RISKS RELATING TO THE EXTERNAL MANAGEMENT OF THE COMPANY AND THE
INVESTMENT MANAGER AGREEMENT
The Company is reliant on the performance of the Investment Manager and the expertise of the Management Team

The Company’s asset portfolio is to be externally managed and the Company will rely on the Investment Manager,
and the experience, skill and judgment of the Management Team, in identifying, selecting and negotiating the acquisition
of suitable investments. Furthermore, the Company will be dependent upon the Investment Manager’s successful
implementation of the Company’s investment policy and investment strategies, and ultimately on its ability to create a
property investment portfolio capable of generating shareholder returns. In addition, the Company is reliant on the
Investment Manager to manage the Company’s assets and properties on behalf of the Company and to provide or procure
the provision of various accounting, administrative, registration, reporting (including the provision of assistance and
cooperation for reporting by the Company to the CNMV), record keeping and other services to the Company. There can
be no assurance that the Investment Manager will be successful in achieving the Company’s objectives.
Moreover, the ability of the Company to achieve its objectives is significantly dependent upon the expertise and
operating skills of the Management Team. The departure for any reason of a member of the Management Team could
have an adverse impact on the ability of the Investment Manager to achieve the investment objectives of the Company.
Any member(s) of the Management Team could become unavailable due, for example, to death or incapacity, as well as
due to resignation. In the event of such departure or unavailability of any member of the Management Team, there can be
no guarantee that the Investment Manager would be able to find and attract other individuals with similar levels of
expertise and experience in the Spanish commercial property market or similar relationships with commercial real estate
lenders, property funds and other market participants in Spain. The loss of any member of the Management Team could
also result in lost business relationships and reputational damage and, in particular, if any member of the Management
Team transfers to a competitor this could have a material adverse effect on the Company’s competitive position within
the Spanish commercial real estate market. If alternative personnel are found, it may take time for the transition of those
persons to the Investment Manager and the transition might be costly and ultimately might not be successful. The
departure of any member of the Management Team without timely and adequate replacement of such person(s) by the
Investment Manager may have a material adverse effect on the Company’s business, financial condition, results of
operations and prospects.
The Investment Manager is also responsible for carrying out the day-to-day management and administration of the
Company’s affairs and, therefore, any disruption to the services of the Investment Manager (whether due to termination
of the Investment Manager Agreement or otherwise) could cause a significant disruption to the Company’s operations
until a suitable replacement is found.
The Company is also dependent on the Investment Manager’s ability to procure and maintain access to the asset
management operation of Grupo Lar which, together with Gentalia (a property management joint venture 50%-owned by
Grupo Lar), includes approximately 193 full time property, financial and support staff members (of which 129 are
located in Spain) as well as systems and other supporting functions, and to retain the services of the members of the
Management Team (and any support staff to the extent it employs support staff directly). As the Company and the
Investment Manager will rely on the asset management operation of Grupo Lar, the Company is also dependent on the
ability of Grupo Lar to attract and retain the services of suitable property, financial and support staff.
The Investment Manager Agreement has an initial term of five years and thereafter will continue for consecutive
three-year periods, unless terminated by either party in accordance with the terms further described in section 11.1 of Part
XIV (Additional Information). There can be no assurance that the Investment Manager Agreement will be renewed at the
end of the initial five-year term or any subsequent three year term. Furthermore, in limited circumstances the Investment
Manager may terminate the Investment Manager Agreement upon notice in writing to the Company. Upon expiry or
termination (whether in accordance with its terms or otherwise) of the Investment Manager Agreement, there is no
assurance that an agreement with a new investment manager can be entered into on similar terms or on a timely basis or
that suitable personnel can be hired by the Company to internalize operations. Any entry into an agreement with less
favourable terms or the replacement of the Investment Manager (whether on a timely basis or not) or the internalisation
by the Company of operations performed by the Investment Manager may have a material adverse effect on the
Company’s business, financial condition, results of operations and prospects.
The Company has entered into an Investment Management Agreement whereby functions normally exercised by
the Board of Directors or other corporate bodies of listed companies are carried out by the Investment Manager,
except where such functions are considered Reserved Matters
The Company has entered into an Investment Management Agreement whereby functions normally exercised by the
Board of Directors or other corporate bodies of listed companies are carried out by the Investment Manager, except
where such functions are considered Reserved Matters. Such a structure is normally found in collective investment
schemes or investment funds but the regulations applicable to this type of entities do not apply to the Company. In
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particular, it must be noted that even if certain changes in the Key Persons or their positions as directors in the
Investment Manager may trigger termination events under the Investment Manager Agreement, such changes or
alterations in the shareholding of the Investment Manager would not trigger an obligation to launch a public tender offer.
Actions taken by the Investment Manager may adversely affect the Company and the Company may not be able to
terminate the Investment Manager Agreement at its discretion
There can be no assurance that the Investment Manager, which can exert substantial discretion over the services it
provides to the Company under the Investment Manager Agreement, will be successful in advancing the Company’s
interests or that its actions will not adversely affect the Company’s interests. For example, the Company has no control
over the personnel of or used by the Investment Manager. If any such personnel were to do anything or be alleged to do
anything that may be the subject of public criticism or other negative publicity or may lead to investigation, litigation or
sanction, this may have an adverse impact on the Company by association, even if the criticism or publicity is factually
inaccurate or unfounded and notwithstanding that the Company may have no involvement with, or control over, the
relevant act or alleged act. Any damage to the reputation of the personnel of the Investment Manager could result in
potential counterparties and other third parties such as tenants, joint venture partners, lenders or developers being
unwilling to deal with the Investment Manager and/or the Company. This may have a material adverse effect on the
ability of the Company to successfully pursue its investment strategy and may have a material adverse effect on the
Company’s business, financial condition, results of operations and prospects.
The Investment Manager Agreement has an initial term of five years and thereafter will continue for consecutive
three-year periods, unless terminated by either party in accordance with the terms further described in section 11.1 of Part
XIV (Additional Information). However, under the terms of the Investment Manager Agreement the Company is
restricted in its ability to terminate the Investment Manager Agreement prior to the expiration of its initial term. Prior to
expiration, the Company may terminate the Investment Manager Agreement only in limited circumstances, including,
among other things, if the Investment Manager is in breach of a material term of the Investment Manager Agreement.
Additionally, the Investment Manager Agreement does not provide for termination in the event of a change of control in
the Company, even if it is pursuant to a takeover bid. This could discourage other persons from attempting to acquire
control of the Company or launching a takeover bid over its Ordinary Shares, even if such acquisition could be beneficial
to the Company’s shareholders, which could have a negative effect on the market value of the Ordinary Shares of the
Company. See section 11.1 of Part XIV (Additional Information) for details on the Company’s termination rights under
the Investment Manager Agreement.
The past performance of the Management Team and the Investment Manager is not a guarantee of the future
performance of the Company
The Company is a newly-created entity reliant on the Investment Manager to identify and manage prospective
investments in order to create value for investors. This Prospectus includes certain information regarding the past
performance of the Management Team and the Investment Manager. However, the past performance of the Management
Team and the Investment Manager is not indicative, or intended to be indicative, of the future performance or results of
the Company. For example, the track record information of the Investment Manager included in this Prospectus was
generated based on the actual acquisitions and investments made and the relevant investment objectives, fee
arrangements, structure (including for tax purposes), terms, leverage, performance targets, market conditions and
investment horizons used or prevailing in connection with such acquisitions or investments, which may not be
comparable to the conditions and circumstances to be faced by the Investment Manager when providing its services to
the Company under the Investment Manager Agreement. All of these factors can affect returns and impact the usefulness
of performance comparisons and, as a result, none of the historical information contained in this Prospectus is directly
comparable to the Company’s business or the returns which the Company may generate. In addition, the previous
experience of the Management Team and companies and ventures advised and/or operated by members of the
Management Team may not be directly comparable with the Company’s proposed business. As a consequence, as at
Admission, prospective investors in the Company will have limited data to assist them in evaluating the prospective
performance of the Management Team.
The Investment Manager may fail to retain the Key Persons or to identify suitable replacement members
The successful implementation of the investment strategy depends mainly on the availability of the Key Persons.
Thus, if for any reason the Investment Manager is unable to retain the Key Persons as part of the Management Team, the
Company’s investment strategy, and therefore its business, financial condition, results of operations and prospects may
be adversely affected. In addition, the Company will only have the ability to terminate the Investment Manager
Agreement if either of the Key Persons ceases to be a member of the Management Team in certain limited circumstances.
See section 11.1 of Part XIV (Additional Information) for additional details on the Investment Manager’s obligations
under the Investment Manager Agreement with respect to the Key Persons.
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Moreover, the Investment Manager may fail to identify a replacement member for the Management Team if one the
Key Persons ceases to be significantly or materially involved in the delivery of the services provided for under the
Investment Manager Agreement. In such case, the Company’s investment strategy, and therefore its business, financial
condition, results of operations and prospects may also be adversely affected.
There may be circumstances where the Investment Manager has a conflict of interest with the Company
There may be circumstances in which the Investment Manager has, directly or indirectly, a material interest in a
transaction being considered by the Company or a conflict of interest with the Company. Pursuant to the Investment
Manager Agreement, the Investment Manager has agreed that, during the term of the Investment Manager Agreement, it
will not, and it will require that none of the Investment Manager Affiliates will (i) acquire or invest (on its own behalf or
on behalf of third parties or through joint venture agreements) in Commercial Property in Spain which is within the
parameters of the Investment Strategy of the Company or (ii) act as investment manager, investment adviser or agent, or
provide administration, investment management or other services, for any person, entity, body corporate or client other
than the Company, for Commercial Property in Spain which is within the parameters of the Investment Strategy of the
Company subject to limited exceptions. For more information on these exceptions and the aforementioned undertakings,
see section 11.1 of Part XIV (Additional Information). Beyond the scope of this exclusivity agreement, the Company
expects that there will be conflicts of interest among the Investment Manager and the Company. These conflicts may
include:
•

Investment terms: in instances where the Company co-invests with the Investment Manager (which strategy
will be followed only with respect to residential property assets), the Investment Manager may control the
structure and terms of the transaction;

•

Shared legal counsel: the Company and the Investment Manager will generally engage common legal
counsel in transactions in which both are participating, including transactions in which they may have
conflicting interests; and

•

Competition for tenants: the Investment Manager’s consolidated portfolio comprised approximately €1.6
billion of assets under management as of 31 December 2013 (taking into account, in connection with
residential property, a portfolio valuation as finished product (except for plots with a disposal strategy) as of
31 December 2013 and, in connection with shopping centres, the last available valuations provided by third
parties and the “all in cost” method for centres under development). The Investment Manager’s current real
estate portfolio could be put in direct competition for attraction and retention of tenants with any potential
real estate asset acquired by the Company.

In addition, the number of Performance Fee Shares that the Investment Manager will receive each year in pay-out of
its services will depend on the average closing price on the Spanish Stock Exchanges of the Ordinary Shares during
certain period preceding the delivery of such shares. The number of Performance Fee Shares that the Investment
Manager will receive will be inversely related to the average closing price of the Ordinary Shares (i.e., a lower average
closing price will lead to a higher number of Performance Fee Shares being paid to the Investment Manager). As a result,
the interests of the Investment Manager with respect to the trading performance of the Company’s Ordinary Shares may
differ from those of the Company or other shareholders of the Company during such certain period preceding the
delivery of the Performance Fee Shares. Moreover, a member of the Management Team sits on the Company’s Board of
Directors and is a member of the Company’s Audit and Control Committee, which is responsible for supervising the
calculation of the Performance Fee to be paid to the Investment Manager among other matters.
Moreover, conflicts of interest could arise as a result of the provision of property management services by Gentalia
to the Company. See “―The Investment Manager could have a potential conflict of interest with the Company if
Gentalia was to be appointed property manager of the Company’s assets” below.
If conflicts of interest with the Investment Manager result in decisions that are not in the best interests of the
Company’s shareholders, the Company’s business, financial condition, results of operations and prospects could be
adversely affected.
The Investment Manager could have a potential conflict of interest with the Company if Gentalia was to be
appointed property manager of the Company’s assets and Gentalia could compete with the Company in the future
The Investment Manager currently has a 50% participation in Gentalia, a property management joint venture, and
Servicios e Inversiones en GLA, S.L. (Si-GLA) holds the remaining 50%. Gentalia is one of the leading companies in
Spain in shopping centre property management, providing consultancy, asset management, leasing and day-to-day
management services to shopping centres. It currently manages 46 shopping centres in Spain, with a gross leasable area
of over 1,310,000 sqm. A potential conflict of interest could arise should Gentalia be appointed as property manager of
all or part of the Company’s assets due to the differing economic interests of the Investment Manager in Gentalia and the
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Company. In addition, one of the members of the Management Team is a member of the Board of Directors of Gentalia.
Moreover, Gentalia, which is not a party to, and is not bound by, the Investment Manager Agreement, could in the future
undertake activities or operations that compete with those undertaken by the Company.
Members of the Management Team may have conflicts of interest in allocating their time and activity between the
Company and the Investment Manager
Members of the Management Team, in particular Luis Pereda and Miguel Pereda (who are members of the Pereda
Family, which owns 83% of the Investment Manager, and who hold executive positions in the Investment Manager), and
the support staff available to the Investment Manager (including the staff of Gentalia) may have conflicts of interest in
allocating their time and activity to matters relating to the Company. The Investment Manager is an active real estate
developer, investor and asset manager in Spain. For example, in late December 2013, the Investment Manager paired
with Fortress to acquire real estate assets totalling approximately €146 million from SAREB. Such assets will be
managed by Grupo Lar. While pursuant to the Investment Manager Agreement, the Investment Manager is to ensure that
the Key Persons devote such time to the supervision and performance of the obligations of the Investment Manager under
the Investment Manager Agreement as is necessary to enable the Investment Manager to comply with its obligations
under the Investment Manager Agreement, the Company cannot assure you that such contractual obligation will achieve
the desired results. For further information on the Investment Manager Agreement see section 11.1 of Part XIV
(Additional Information).
The calculation of the compensation to be paid to the Investment Manager is based on EPRA NAV and volatility in
property values might lead to overpayment ahead of a cyclical peak
According to the Investment Manager Agreement, the Investment Manager will be entitled to receive a Base Fee and
a Performance Fee to the extent it becomes payable in accordance with the terms of the Investment Manager Agreement,
which calculation will be based on the EPRA NAV of the Company. Increases in the EPRA NAV of the Company will
lead to an increase in the compensation to be paid to the Investment Manager. If increases in the EPRA NAV are the
result of price overheating in the real estate sector, it is possible that the Management Team is overpaid ahead of a
cyclical peak. Fees that fall due and payable to the Investment Manager are not subject to reduction or clawback due to
any subsequent decrease that may occur in the EPRA NAV of the Company. In addition, in general, the net asset value of
real estate companies and the evolution of such companies’ share prices are not perfectly correlated. Accordingly, the
Investment Manager’s compensation will not be directly linked to the price performance of the Company’s Ordinary
Shares and may be payable or increase when the price performance of the Company’s Ordinary Shares is deteriorating.
The arrangements among the Company and the Investment Manager were negotiated in the context of an affiliated
relationship and may contain terms that are less favourable to the Company than those which otherwise might have
been obtained from unrelated parties
The Investment Manager Agreement and the Company’s internal policies and procedures for dealing with the
Investment Manager were negotiated in the context of the Company’s formation and the Issue by persons who were, at
the time of negotiation, members of the Management Team and affiliates of the Investment Manager. While the
Company believes that the terms of these arrangements are broadly similar to what would have been obtainable from
unaffiliated third parties, the Company cannot assure you that their terms, including terms relating to fees, performance
criteria, contractual or fiduciary duties, conflicts of interest, limitations on liability, indemnification and termination, are
not less favourable to the Company than otherwise might have resulted if the negotiations had involved unrelated parties
from the outset.
3.

RISKS RELATING TO THE COMPANY’S BOARD OF DIRECTORS
The Company is reliant on the performance and retention of the members of the Board

The Company will rely on the expertise and experience of the Directors to supervise the management of the
Company’s affairs. Although, pursuant to the Investment Manager Agreement, the Investment Manager will manage the
Company’s property portfolio, certain reserved matters require the consent of the Board, including, among other things,
all acquisitions or disposals of property investments above certain thresholds, financing and hedging arrangements above
certain thresholds and entry into joint venture agreements to acquire any property investment. The performance of the
Directors and their retention on the Board are, therefore, significant factors in the Company’s ability to achieve its
investment objectives. The Directors’ involvement with the Company will be on a part time, not full time basis, and if
there is any material disruption to the Investment Manager’s performance of its services, the Directors may not have
sufficient time or experience to manage the Company’s business until a new investment manager is appointed. In
addition, there can be no assurance as to the continued service of such individuals as Directors of the Company. The
departure of any of these individuals from the Company without timely and adequate replacement may have a material
adverse effect on the Company’s business, financial condition, results of operations and prospects.
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Reputational risk in relation to the Board may materially adversely affect the Company
The Board may be exposed to reputational risks. In particular, litigation, allegations of misconduct or operational
failures by, or other negative publicity and press speculation involving any of the Directors, whether or not accurate, will
harm the reputation of the relevant Director. Any damage to the reputation of any of the Directors could result in
potential counterparties and other third parties such as tenants, landlords, joint venture partners, lenders or developers
being unwilling to deal with the Company. This may have a material adverse effect on the ability of the Company to
successfully pursue its investment strategy and may have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
There may be circumstances where Directors have a conflict of interest
There may be circumstances in which a Director has, directly or indirectly, a material interest in a transaction being
considered by the Company or a conflict of interests with the Company. Any of the Directors and/or any person
connected with them may from time to time act as director, investor or be otherwise involved in other investment
vehicles (including vehicles that may have investment strategies similar to the Company’s) which may also be purchased
or sold by the Company, subject at all times to the provisions governing such conflicts of interest both in law and in the
By-Laws. Mr. Miguel Pereda, who is a Director of the Company, is also a director of the Investment Manager and a
member of the Management Team. Although procedures have been put in place to manage conflicts of interest, it is
possible that any of the Directors and/or their connected persons may have potential conflicts of interest with the
Company.
For further information on conflicts of interests see section 2 of Part IX (Directors and Corporate Governance).
4.

REGULATORY RISKS
There is a risk that the Company may be considered an AIF and the Investment Manager be required to be
authorised as an AIFM by the CNMV

AIFMD establishes certain obligations with respect to AIFs and AIFMs and requires AIFMs to be authorised by the
relevant securities market regulator (CNMV). However, the AIFMD has not been transposed into Spanish legislation yet.
Therefore, it is currently unclear whether the Company and the Investment Manager will fall under the AIF and AIFM
definitions respectively under Spanish regulations. Under current law, the Company does not believe that it will need to
be authorised as a regulated AIF by the CNMV.
If the Company is determined to be an AIF, the Investment Manager will be required to be authorised as an AIFM.
In these circumstances, pursuant to certain transitional provisions under AIFMD which are expected to be implemented
into Spanish law, the Investment Manager will be required to comply with the provisions of AIFMD on a “best efforts”
basis during the transitional period. As the AIFM for the Company, the Investment Manager will be required to comply
with various organisational requirements and conduct of business rules, adopt and implement a programme of activities
and various policies and procedures addressing areas such as risk management, liquidity management, portfolio
management, conflicts of interest, valuations, compliance, internal audit and remuneration, and comply with on-going
capital, reporting and transparency obligations. As at the date of the Prospectus, the AIFMD has not been transposed into
Spanish legislation yet and therefore it is uncertain how the AIFMD will be implemented as it relates to the Company as
a Spanish SOCIMI. Accordingly, such restrictions and/or conditions referred to above (a) may result in a change in the
operating procedures of the Investment Manager and its relationship with the Company and service providers and may
impose restrictions on the investment activities that the Investment Manager (and in turn the Company) may engage in,
and (b) are likely to increase the on-going costs borne, directly or indirectly, by the Company by virtue of the contractual
arrangements agreed between the Company and the Investment Manager.
If the Company is determined to be an AIF, then the Investment Manager will be required to be authorised by the
CNMV as an AIFM. The CNMV may refuse to authorise the Investment Manager as an AIFM on the basis that the
Investment Manager is unable to meet the requirements of AIFMD. Should an authorisation not be issued or should the
Investment Manager fail to remain authorised as an AIFM by the CNMV, the Investment Manager will not be permitted
to continue to manage the Company and a successor investment manager duly authorised as an AIFM would need to be
appointed to perform these functions. There is no guarantee that a suitably qualified successor investment manager could
be found or could be engaged on terms comparable to those applicable to the Investment Manager. In addition, any
transition to a successor investment manager could result in significant costs being incurred by the Company and
material disruptions to the investment activities, operations and marketing of the Company. In particular, key
management and personnel within the Investment Manager may, following the transition to the new investment manager,
no longer be involved in the management and operation of the Company. Any or all of these factors may have a material
adverse effect on the Company’s business, financial condition, results of operations and prospects.
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Failure by the Investment Manager to be recognised as an AIFM under the AIFMD as regulated in Spain will restrict
its ability to market its securities/target investors in other EU jurisdictions that have implemented the Directive.
Changes in laws and regulations may have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects
The Company’s operations must comply with laws and governmental regulations (whether domestic or international
(including in the EU)) which relate to, among other things, property ownership and use, land use, development, zoning,
health and safety requirements and environmental compliance. These laws and regulations often provide broad discretion
to the administering authorities. Additionally, all of these laws and regulations are subject to change, which may be
retrospective, and changes in regulations could adversely affect existing planning consents, costs of property ownership,
the capital value of the Company’s assets and the rental income arising from the Company’s property portfolio. Such
changes may also adversely affect the Company’s ability to use a property as intended and could cause the Company to
incur increased capital expenditure or running costs to ensure compliance with the new applicable laws or regulation
which may not be recoverable from tenants. The occurrence of any of these events may have a material adverse effect on
the Company’s business, financial condition, results of operations and prospects.
Environmental and health and safety laws, regulations and standards may expose the Company to the risk of
substantial costs and liabilities
Laws and regulations, which may be amended over time, may impose environmental liabilities associated with
investment properties on the Company (including environmental liabilities that were incurred or that arose prior to the
Company’s acquisition of such properties). Such liabilities may result in significant investigation, removal, or
remediation costs regardless of whether the Company originally caused the contamination or other environmental hazard.
In addition, environmental liabilities could adversely affect the Company’s ability to sell, lease or redevelop a property,
or to borrow using a property as security and may in certain circumstances (such as the release of certain materials,
including asbestos, into the air or water) form the basis for liability to third persons for personal injury or other damages.
Environmental laws and regulations may limit the development of, and impose liability for, the disturbance of wetlands
or the habitats of threatened or endangered species. The Company’s investments may include properties historically used
for commercial, industrial and/or manufacturing uses. Such properties are more likely to contain, or may have contained,
storage tanks for the storage of hazardous or toxic substances. Leasing properties, such as those containing warehouses,
to tenants that engage in industrial, manufacturing and other commercial activities will cause the Company to be subject
to increased risk of liabilities under environmental laws and regulations. In the event the Company is exposed to
environmental liabilities or increased costs or limitations on its use or disposal of properties as a result of environmental
laws and regulation this may have a material adverse effect on the Company’s business, financial condition, results of
operations and prospects.
5.

RISKS RELATING TO THE ORDINARY SHARES
The market price of the Ordinary Shares may not reflect the value of the underlying investments of the Company
and the Company’s Ordinary Share price may suffer volatility

The market price of the Ordinary Shares may not reflect the value of the underlying investments of the Company and
may be subject to wide fluctuations in response to many factors, including, among other things, variations in the
Company’s operating results, additional issuances or future sales of the Company’s Ordinary Shares or other securities
exchangeable for, or convertible into, its Ordinary Shares in the future, the addition or departure of Board members,
replacement of or change in the Investment Manager or the Management Team, expected dividend yield, divergence in
financial results from stock market expectations, changes in stock market analyst recommendations regarding the
Spanish commercial property market as a whole, the Company or any of its assets, a perception that other markets may
have higher growth prospects, general economic conditions, prevailing interest rates, legislative changes in the
Company’s market and other events and factors within or outside the Company’s control. Stock markets experience
extreme price and volume volatility from time to time, and this, in addition to general economic, political and other
conditions, may materially adversely affect the market price for the Ordinary Shares. The market value of the Ordinary
Shares may vary considerably from the Company’s underlying net asset value. There can be no assurance, express or
implied, that shareholders will receive back the amount of their investment in the Ordinary Shares.
The Company’s ability to pay dividends will depend upon its ability to generate profits available for distribution and
access to sufficient cash
All dividends and other distributions paid by the Company will be made at the discretion of the Board and will be
dependent on the availability of profits available for distribution (after fulfilling any relevant Spanish Companies Act
requirement) and sufficient cash. The generation of profits available for distribution depends on a number of factors
including the successful management of the Company’s investments, the yields on the Company’s properties, interest
costs, taxes and profits on the development and sale of properties. The payment of any such dividends or other
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distributions will depend on the Company’s ability to generate profits available for distribution and cash flow. Start-up
costs associated with the Issue will affect the Company’s ability to pay dividends to shareholders. This could be
mitigated if the Company were to increase its reserves available for distribution, for example by means of a courtapproved reduction of the Company’s capital.
Pursuant to the Spanish SOCIMI Regime, the Company will be required to adopt resolutions for the distribution of
dividends, after fulfilling any relevant Spanish Companies Act requirement, to shareholders annually within the six
months following the closing of the fiscal year of: (i) at least 50% of the profits derived from the transfer of real estate
properties and shares in Qualifying Subsidiaries and real estate collective investment funds; provided that the remaining
profits must be reinvested in other real estate properties or participations within a maximum period of three years from
the date of the transfer or, if not, 100% of the profits must be distributed as dividends once such period has elapsed; (ii)
100% of the profits derived from dividends paid by Qualifying Subsidiaries and real estate collective investment funds;
and (iii) at least 80% of all other profits obtained (i.e., profits derived from ancillary activities). See section 1.2 of Part
XII (Spanish SOCIMI Regime and Taxation Information) for further details on the dividend requirements of the Spanish
SOCIMI Regime.
There is a risk that the Company may generate profits, but not have sufficient cash to make distributions. If the
Company does not have sufficient cash, it may have to borrow to fund the distribution, which would increase its finance
costs, could reduce its ability to borrow to finance property acquisitions and could have a material adverse effect on the
Company’s business, financial condition, results of operations and prospects.
The dividend distributions requirements that are necessary to achieve the full tax benefits associated with qualifying
as a Spanish SOCIMI can be met by approving such distribution and satisfying the dividend in kind or immediately
thereafter, converting credits deriving from such dividends into share capital of the Company, provided such dividends
qualify as income for tax purposes. However, the Company cannot provide assurance that any such distribution will be
approved by a general shareholder’s meeting or that the distribution will be considered as income for all shareholders.
A liquid market for the Ordinary Shares may fail to develop
Admission should not be taken as implying that there will be a liquid market for the Ordinary Shares. Prior to
Admission, there has been no public market for the Ordinary Shares and there is no guarantee that an active trading
market will develop or be sustained after Admission. In particular, given the investment horizon of the Company, many
investors in the Issue may choose to hold their Ordinary Shares for an extended period. Furthermore, the Company may
issue fewer Ordinary Shares than the number of Ordinary Shares set forth in the cover of this Prospectus. If an active
trading market is not developed or maintained, the liquidity and trading price of the Ordinary Shares may be adversely
affected and may result in volatility in the market price of the Ordinary Shares. Even if an active trading market
develops, the market price of the Ordinary Shares may not reflect the value of the underlying investments of the
Company.
Sales of Ordinary Shares by the Anchor Investor or the Investment Manager or the possibility of such sales, may
affect the market price of the Ordinary Shares
The Anchor Investor will be able to sell its Ordinary Shares in the market following a lock-up period (which is
subject to certain exceptions) of 180 days. The Investment Manager will also be able to sell its Ordinary Shares in the
market following the expiry of a three year lock-up period (which is also subject to certain exceptions). For additional
information on these lock-up arrangements, see section 6 of Part XI (The Issue). A substantial number of Ordinary
Shares being sold, or the perception that sales could occur, could cause the market price of the Ordinary Shares to
decline. This may make it more difficult for other shareholders to sell their Ordinary Shares from time to time or at a
price that they deem appropriate.
Dividend payments to Substantial Shareholders may be subject to deductions
The By-Laws contain indemnity obligations from Substantial Shareholders in favour of the Company designed to
discourage the possibility that dividends may become payable to Substantial Shareholders in order to avoid that an
additional 19% Corporate Income Tax be due on the gross amount of such dividend corresponding to a Substantial
Shareholder. If a dividend payment is made to a Substantial Shareholder, the Company will be entitled to deduct an
amount equivalent to the tax expenses incurred by the Company on such dividend payment from the amount to be paid to
such Substantial Shareholder. As a result, Substantial Shareholders may receive less dividends per Ordinary Share than
shareholders that are not Substantial Shareholders.
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The interests of the Anchor Investor and any other significant investor may conflict with those of other
shareholders and future sales of Ordinary Shares by any significant investor in the public market may cause the
share price to fall
Following the Issue, the Anchor Investor will have a significant holding of Ordinary Shares. In addition, it is
possible that other investors may have significant holdings of Ordinary Shares as a result of the Issue or in the future. A
significant investor may potentially possess sufficient voting power to have a significant influence on matters requiring
shareholder approval. The interests of a significant investor, including the Anchor Investor, may conflict with those of
other holders of Ordinary Shares. Pursuant to the Anchor Investor Subscription Agreement, the Anchor Investor will
have a right of first offer with respect to certain Commercial Property Investments undertaken by the Company. The
Investment Manager has also granted the Anchor Investor with a right of first offer with respect to certain Residential
Property Investments undertaken by the Investment Manager. Co-investment and first offer rights granted to the Anchor
Investor may conflict with other shareholders’ interests. In addition, any significant investor, including the Anchor
Investor, may make investments in other businesses in the Spanish property market that may be, or may become,
competitors of the Company. Sales of Ordinary Shares or interests in Ordinary Shares by any significant investor,
including the Anchor Investor, could cause the market price of the Ordinary Shares to decline.
The Company may in the future issue new Ordinary Shares, which may dilute investors’ interest in the Company
If the Company elects to obtain funding by way of further equity financing or uses further equity offerings or
consideration in the form of equity to finance the growth of its portfolio, this would dilute the Company’s then existing
shareholders’ shareholdings and could have an adverse effect on the market price of the Ordinary Shares. The Spanish
Companies Act provides for pre-emptive rights in respect of equity offerings for cash to be granted to its existing
shareholders except in certain circumstances, including where such rights are disapplied by shareholder resolution. As at
the date of this Prospectus, the Board of Directors has been authorised by its sole shareholder (the Investment Manager)
to issue new Ordinary Shares up to 50% of the Company’s share capital immediately following the Issue. The Board of
Directors is also authorised to exclude pre-emptive rights in connection with up to 20% of the total number of new
Ordinary Shares that may be issued pursuant to the aforementioned authorisation, provided that such exclusion is in the
corporate interest of the Company. In addition, the Investment Manager is entitled, subject to satisfying certain
performance criteria, to receive Ordinary Shares (the Performance Fee Shares) from the Company under the Investment
Manager Agreement and pre-emptive rights will be disapplied for the issue of those Ordinary Shares.
The assets of the Company could be deemed to be “plan assets” that are subject to certain requirements of ERISA
and/or section 4975 of the Code, which could restrain the Company from making certain investments
Under the current Plan Asset Regulations, if interests held by Benefit Plan Investors are deemed to be “significant”
within the meaning of the Plan Asset Regulations (broadly, if Benefit Plan Investors hold 25% or greater of any class of
equity interest in the Company) then the assets of the Company may be deemed to be “plan assets” within the meaning of
the Plan Asset Regulations. The Company will be unable to monitor whether Benefit Plan Investors acquire Ordinary
Shares and therefore, there can be no assurance that Benefit Plan Investors will never acquire Ordinary Shares. If the
Company’s assets were deemed to constitute “plan assets” within the meaning of the Plan Asset Regulations, certain
transactions that the Company may enter into in the ordinary course of business and operation may constitute nonexempt prohibited transactions under ERISA or the Code, resulting in the imposition of excise taxes and penalties. In
addition, any fiduciary of a Benefit Plan Investor or a governmental, church, non-US or other plan which is subject to
Similar Law that is responsible for such plans investment in the Ordinary Shares could be liable for any ERISA fiduciary
violations or violations of such Similar Law relating to the Company.
A shareholder’s failure to comply with certain information obligations set forth in the Company’s By-Laws may
result in the suspension of the economic and political rights attached to his Ordinary Shares. The Company will be
able to take any measures it deems appropriate to avoid any adverse effects to the Company or its shareholders
resulting from the application of laws and regulation relating to pension funds or benefit plans (such as ERISA)
The By-Laws contain certain information obligations with respect to shareholders or beneficial owners of Ordinary
Shares who are subject to a special legal regime applicable to pension funds or benefit plans (such as ERISA). If any
such shareholder or beneficial owner fails to comply with such information obligations, the Company will be entitled to
suspend (until such obligations are fulfilled) the economic and political rights attached to the Ordinary Shares of such
person. Moreover, the Company will have the ability to request from any shareholder or beneficial owner of Ordinary
Shares such information as the Company considers necessary or useful to determine whether any such person is subject
to a special legal regime applicable to pension funds or benefit plans. Failure to provide such information to the
Company may result in the suspension of the political rights attached to the relevant Ordinary Shares. Furthermore,
according to the By-Laws, the Company will be able to take any measures it deems appropriate to avoid any adverse
effects to the Company or its shareholders resulting from the application of laws and regulation relating to pension funds
or benefit plans (in particular, ERISA). The purpose of these provisions is to provide the Company with the ability to
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minimize the risk that Benefit Plan Investors (or other similar investors) hold 25% or greater of any class of equity
interest in the Company.
The Company expects to be a passive foreign investment company for US federal income tax purposes, which may
result in adverse US federal income tax consequences to US investors
In general, a non-US corporation will be a passive foreign investment company (a “PFIC”) for US federal income
tax purposes for any taxable year in which (i) 75% or more of its gross income consists of passive income or (ii) 50% or
more of the average quarterly value of its assets consists of assets that produce, or are held for the production of, passive
income. Passive income generally includes interest, rents, dividends, royalties and certain gains.
The Company believes that it will be a PFIC for US federal income tax purposes. In addition, the Company may,
directly or indirectly, invest in equity interests in subsidiaries and other entities that are PFICs (“Lower-tier PFICs”). US
investors may be subject to adverse US federal income tax consequences on a disposition of the Company’s Ordinary
Shares or a deemed disposition of interests in Lower-tier PFICs and on certain distributions made by the Company or
such Lower-tier PFICs. The Company does not intend to provide to US investors the information necessary for US
investors to make “qualified electing fund” elections. Prospective US investors should review “Certain US Federal
Income Tax Considerations” in section 3 of Part XII (Spanish SOCIMI Regime and Taxation Information) and consult
their tax advisers regarding the US federal income tax consequences applicable to shareholders in a PFIC.
Pre-emptive rights for US and other shareholders outside Spain may be unavailable
In the case of certain increases in the Company’s issued share capital, existing holders of Ordinary Shares are
generally entitled to pre-emptive rights to subscribe for such shares, unless shareholders waive such rights by a resolution
at a shareholders’ meeting. However, US holders of Ordinary Shares in Spanish companies are customarily excluded
from exercising any such pre-emptive rights they may have, unless a registration statement under the US Securities Act is
effective with respect to those rights, or an exemption from the registration requirements thereunder is available. The
Company does not intend to file any such registration statement, and the Company cannot assure prospective US
investors that any exemption from the registration requirements of the US Securities Act or applicable non-US securities
laws would be available to enable US or other shareholders outside Spain to exercise such pre-emptive rights or, if
available, that the Company will utilise any such exemption.
It may be difficult for shareholders outside Spain to serve process on or enforce foreign judgments against the
Company or the Directors
The Company is a public limited company (a sociedad anónima or S.A.) incorporated in Spain. The rights of the
shareholders are governed by Spanish law and by the By-Laws. These rights may differ from the rights of shareholders in
non-Spanish corporations. A majority of the current Directors are resident in Spain and all of the assets of the Company
are expected to be located in Spain. As a result it may be difficult for shareholders outside Spain to serve process on or
enforce foreign judgments against the Company or the Directors.
Shareholders in countries with currencies other than the euro face additional investment risk from currency exchange
rate fluctuations in connection with their holding of the Ordinary Shares.
The Ordinary Shares will be quoted only in euros and any future payments of dividends on the Ordinary Shares will
be denominated in euros. The euro has recently fluctuated significantly in value against many major world currencies,
including the US dollar. The US dollar or other currency equivalent of any dividends paid on the Ordinary Shares or any
distributions made could be adversely affected by the appreciation of the euro against other currencies.
6.

RISKS RELATING TO THE COMPANY’S ACTIVITY
The Company’s investments will be concentrated in the Spanish commercial property market and the Company will
therefore have greater exposure to political, economic and other factors affecting the Spanish market than more
diversified businesses

The Company intends that its investment portfolio will consist primarily of direct or indirect interests in Commercial
Property in Spain, the majority of which are expected to be located in Madrid, Barcelona and certain secondary locations.
This means the Company will have a significant industry and geographic concentration risk relating to the Spanish
commercial property market, and an investment in Ordinary Shares may therefore be subject to greater risk than
investments in companies with more diversified portfolios. Accordingly, the Company’s performance may be
significantly affected by events beyond its control affecting Spain, and the Spanish commercial property market in
particular, such as a further general downturn in the Spanish economy, changing demand for commercial property in
Spain, changing supply within a particular geographic location, the attractiveness of property relative to other investment
choices, changes in domestic and/or international regulatory requirements and applicable laws and regulations (including
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in relation to taxation and land use), Spain’s attractiveness as a foreign direct investment destination, political conditions,
the condition of financial markets, the availability of credit, the financial condition of tenants, interest rate and inflation
rate fluctuations, higher accounting and control expenses and other developments. Any of these events could reduce the
rental and/or capital values of the Company’s property assets and/or the ability of the Company to acquire or dispose of
properties and to secure or retain tenants on acceptable terms and, consequently, may have a material adverse effect on
the Company’s business, financial condition, results of operations and prospects. In addition, significant concentration of
investments in the Spanish commercial real estate market (and/or any particular sector within that market) may result in
greater volatility in the value of the Company’s investments and consequently its net asset value and any downturn in
such markets may have a material adverse effect on the Company’s business, financial condition, results of operations
and prospects.
The value of any properties that the Company acquires and the rental income those properties yield will be subject
to fluctuations in the Spanish property market
The Company’s performance will be subject to, among other things, the conditions of the commercial property
market in Spain, which will affect both the value of any properties that the Company acquires and the rental income those
properties yield. The value of real estate in Spain declined sharply starting in 2007 as a result of economic recession, the
credit crisis, increased unemployment rates, an overhang of excess supply, overleveraged local real estate companies and
developers and the absence of bank funding. From an early 2007 peak in Spanish commercial property values to the end
of 2012, the capital values of industrial, office and retail assets fell by approximately 42.2%, 32.1% and 28.2%,
respectively (Source: Datastream). Spanish property values could decline further and those declines could be substantial,
particularly if the economy were to suffer a further recession or the recent increase in demand for Spanish real estate
were to fade. Further declines in the performance of the Spanish economy or the Spanish property market could have a
negative impact on consumer spending, levels of employment, rental revenues and vacancy rates and, as a result, have a
material adverse effect on the Company’s business, financial condition, results of operations and prospects.
In addition to the general economic climate, the Spanish commercial property market and prevailing rental rates and
asset values may also be affected by factors such as an excess supply of properties, the availability of credit, the level of
interest rates and changes in laws and governmental regulations (both domestic and international), including those
governing real estate usage, zoning and taxes. In addition, rental rates may also be affected by a fall in the general
demand for rental property and reductions in tenants’ and potential tenants’ space requirements. All of these factors are
outside of the Company’s control, and may reduce the attractiveness of holding property as an asset class.
These factors could also have a material effect on the Company’s ability to maintain the occupancy levels of the
properties it acquires through the execution of leases with new tenants and the renewal of leases with existing tenants, as
well as its ability to maintain or increase rents over the longer term. In particular, non-renewal of leases or early
termination by significant tenants in the Company’s property portfolio (once acquired) could materially adversely affect
the Company’s net rental income. If the Company’s net rental income declines, it would have less cash available to
service and repay its indebtedness or make distributions to shareholders and the value of its properties could further
decline. In addition, significant expenditures associated with a property, such as taxes, service charges and maintenance
costs, are generally not reduced in proportion to any decline in rental revenue from that property. If rental revenue from a
property declines while the related costs do not decline, the Company’s income and cash receipts could be materially
adversely affected. Declines in rent and demand for space might render refurbishment and redevelopment investments
unattractive.
Any deterioration in the Spanish commercial property market, for whatever reason, could result in declines in market
rents received by the Company, in occupancy rates for the Company’s properties, in the carrying values of the
Company’s property assets and the value at which it could dispose of such assets. A decline in the carrying value of the
Company’s property assets may also weaken the Company’s ability to obtain financing for new investments. Any of the
above may have a material adverse effect on the Company’s business, financial condition, results of operations and
prospects.
Competition may affect the ability of the Company to make appropriate investments and to secure tenants at
satisfactory rental rates
The Company expects to face competition from other property investors for the purchase of desirable properties and
in seeking creditworthy tenants for acquired properties. Competitors include not only regional Spanish investors and real
estate developers with in-depth knowledge of the local markets, but also other property portfolio companies, including
funds that invest nationally and internationally, institutional investors and foreign investors. Competitors may have
greater financial resources than the Company and a greater ability to borrow funds to acquire properties, and may have
the ability or inclination to acquire properties at a higher price or on terms less favourable than those the Company may
be prepared to accept. Competition in the commercial property market may also lead to an over-supply of commercial
properties through over-development or prices for existing properties being driven up through competing bids by
potential purchasers. Furthermore, the number of entities and the amount of funds competing for suitable properties may
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increase. There can be no assurance that the Company will be successful in identifying or acquiring suitable investment
opportunities. The existence and extent of competition in the commercial property market may also have a material
adverse effect on the Company’s ability to secure tenants for properties it acquires at satisfactory rental rates and on a
timely basis and to subsequently retain such tenants. Competition may cause difficulty in achieving rents in line with the
Company’s expectations and may result in increased pressure to offer new and renewing tenants financial and other
incentives. Any inability by the Company to compete effectively against other property investors or to effectively
manage the risks related to competition may have a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
The Company’s business may be materially adversely affected by a number of factors inherent in asset sales and
management
Revenues earned from, and the capital value and disposal value of, properties held or sold by the Company and the
Company’s business may be materially adversely affected by a number of factors inherent in asset sales and
management, including, but not limited to:
•

sub-optimal tenant rotation policies or lease renegotiations;

•

decreased demand by potential buyers for properties or tenants for space;

•

material declines in property and/or rental values;

•

excessive investment in extensions/refurbishment;

•

the inability to recover operating costs such as local taxes and service charges on vacant space;

•

incorrect repositioning of an asset in changing market conditions;

•

exposure to the creditworthiness of buyers and tenants, which could result in delays in receipt of contractual
payments, including rental payments, the inability to collect such payments at all including the risk of
buyers and tenants defaulting on their obligations and seeking the protection of bankruptcy laws, the renegotiation of purchase agreements or tenant leases on terms less favourable to the Company, or the
termination of purchase agreements or tenant leases;

•

defaults by a number of tenants with material rental obligations (including pre-let obligations) or a default
by a significant tenant at a specific property that may hinder or delay the sale or re-letting of such property;

•

material litigation with buyers or tenants;

•

material expenses in relation to the construction of new tenant improvements and re-letting a relevant
property, including the provision of financial inducements to new tenants such as rent free periods;

•

reduced access to financing for tenants, thereby limiting their ability to alter existing operations or to
undertake expansion plans; and

•

increases in operating and other expenses or cash needs without a corresponding increase in turnover or
tenant reimbursements, including as a result of increases in the rate of inflation in excess of rental growth,
property taxes or statutory charges or insurance premiums, costs associated with tenant vacancies and
unforeseen capital expenditure affecting properties which cannot be recovered from tenants.

If the Company’s revenues earned from sales or tenants or the value of its properties are adversely affected by the
above or other factors, the Company’s business, financial condition, results of operations and prospects may be
materially adversely affected.
Property valuation is inherently subjective and uncertain
The success of the Company depends significantly on the ability of the Company and the Investment Manager to
assess the values of properties, both at the time of acquisition and the time of disposal. Valuations of the Company’s
property assets will also have a significant effect on the Company’s financial standing on an on-going basis and on its
ability to obtain financing. The valuation of property and property-related assets is inherently subjective, in part because
all property valuations are made on the basis of assumptions which may not prove to be accurate (particularly in periods
of volatility or low transaction flow in the commercial real estate market), and in part because of the individual nature of
each property.
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In determining the value of properties, the valuers are required to make assumptions in respect of matters including,
but not limited to, the existence of willing sellers in uncertain market conditions, title, condition of structure and services,
existence of deleterious materials, plant and machinery conditions, environmental matters, permits and licenses, statutory
requirements and planning, expected future rental revenues from the property and other information. Such assumptions
may prove to be inaccurate. Incorrect assumptions underlying the valuation reports could negatively affect the value of
any property assets the Company acquires and thereby have a material adverse effect on the Company’s financial
condition. This is particularly so in periods of volatility or when there is limited real estate transactional data against
which property valuations can be benchmarked. There can also be no assurance that these valuations will be reflected in
the actual transaction prices, even where any such transactions occur shortly after the relevant valuation date, or that the
estimated yield and annual rental income will prove to be attainable.
The Company may invest in properties through investments in various property-owning vehicles, and may in the
future utilise a variety of investment structures for the purpose of investing in properties, such as joint ventures and
minority investments (particularly with respect to residential assets). Where a property or an interest in a property is
acquired through another company or an investment structure, the value of the entity or investment structure may not be
the same as the value of the underlying property due, for example, to tax, environmental, contingent, contractual or other
liabilities, or structural considerations. As a result, there can be no assurance that the value of investments made through
those structures will fully reflect the value of the underlying property.
To the extent valuations of the Company’s properties do not fully reflect the value of the underlying properties,
whether due to the above factors or otherwise, this may have a material adverse effect on the Company’s business,
financial condition, results of operations and prospects.
Any costs associated with potential investments that do not proceed to completion will affect the Company’s
performance
The Company will need to identify suitable investment opportunities, investigate and pursue such opportunities and
negotiate property acquisitions on suitable terms, all of which require significant expenditure prior to consummation of
the acquisitions. The Company expects to incur certain third party costs, including in connection with financing,
valuations and professional services associated with the sourcing and analysis of suitable assets. There can be no
assurance as to the level of such costs and, given that there can be no guarantee that the Company will be successful in its
negotiations to acquire any given property, the greater the number of potential investments that do not reach completion,
the greater the likely adverse impact of such costs on the Company’s business, financial condition, results of operations
and prospects.
The Company’s due diligence may not identify all risks and liabilities in respect of an acquisition or investment
Prior to entering into an agreement to acquire any property or make a significant investment, the Investment
Manager, on behalf of the Company will perform due diligence on the proposed investment. In doing so, it would
typically rely in part on third parties to conduct a significant portion of this due diligence (including providing legal
reports on title and property valuations). There can be no assurance, however, that due diligence examinations carried out
by the Company or third parties in connection with any properties the Company may acquire or invest in will reveal all
of the risks associated with that property or investment, or the full extent of such risks. Properties the Company acquires
or invests in may be subject to hidden material defects that were not apparent at the time of acquisition or investment. To
the extent that the Investment Manager or other third parties underestimate or fail to identify risks and liabilities
associated with an investment, the Company may be subject to one or more of the following risks:
•

defects in title;

•

environmental liabilities or structural or operational defects or liabilities requiring remediation and/or not
covered by indemnities or insurance;

•

lack or insufficiency of permits and licenses;

•

an inability to obtain permits enabling the property to be used as intended; or

•

the acquisition of properties that are not consistent with the Company’s investment strategy or that fail to
perform in accordance with expectations.

Any of these consequences of a due diligence failure may have a material adverse effect on the Company’s business,
financial condition, results of operations and prospects.
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The Company may not acquire 100% control of investments and may therefore be subject to the risks associated
with minority investments and joint venture investments
Pursuant to the Company’s investment strategy, the Company may enter into a variety of investment structures in
which the Company acquires less than a 100% interest in a particular asset or entity and the remaining ownership interest
is held by one or more third parties. In particular, the Company intends on making minority investments with respect to
residential property assets. These minority investment or joint venture arrangements may expose the Company to the risk
that:
•

investment partners become insolvent or bankrupt, or fail to fund their share of any capital contribution
which might be required, which may result in the Company having to pay the investment partner’s share or
risk losing the investment;

•

investment partners have economic or other interests that are inconsistent with the Company’s interests and
are in a position to take or influence actions contrary to the Company’s interests and plans (for example, in
implementing active asset management measures), which may create impasses on decisions and affect the
Company’s ability to implement its strategies and/or dispose of the asset or entity;

•

disputes develop between the Company and investment partners, with any litigation or arbitration resulting
from any such disputes increasing the Company’s expenses and distracting the Board and/or the Investment
Manager from their other managerial tasks;

•

investment partners do not have enough liquid assets to make cash advances that may be required in order
to fund operations, maintenance and other expenses related to the property, which could result in the loss of
current or prospective tenants and may otherwise adversely affect the operation and maintenance of the
property;

•

an investment partner breaches agreements related to the property, which may cause a default under such
agreements and result in liability for the Company;

•

income obtained from these minority investments does not qualify as income received from Qualifying
Subsidiaries and hence may affect the Company’s ability to comply with the SOCIMI Regime requirement
that at least 80% of the Company’s net annual income must derive from rental income and from dividends
or capital gains in respect of certain specified assets;

•

the Company may, in certain circumstances, be liable for the actions of investment partners; and

•

a default by an investment partner constitutes a default under mortgage loan financing documents relating
to the investment, which could result in a foreclosure and the loss of all or a substantial portion of the
investment made by the Company.

Any of the foregoing may have a material adverse effect on the Company’s business, financial condition, results of
operations and prospects.
Real estate investments are relatively illiquid
Investments in property can be relatively illiquid for reasons including but not limited to the long-term nature of
leases, commercial properties being tailored to tenants’ specific requirements and varying demand for commercial
property. Such illiquidity may affect the Company’s ability to vary its portfolio or dispose of properties in a timely
fashion and/or at satisfactory prices in response to changes in economic, property market or other conditions. This may
have a material adverse effect on the Company’s business, financial condition, results of operations and prospects.
The Company may be dependent on the performance of third party contractors when undertaking development,
refurbishment or redevelopment of its property assets
In circumstances where the Company seeks to create value by undertaking development, refurbishment or
redevelopment of its property assets, it will typically be dependent on the performance of third party contractors who
undertake the management or execution of such development, refurbishment or redevelopment on behalf of the
Company. The risks of development, refurbishment or redevelopment include, but are not limited to:
•

failure by such third party contractors in performing their contractual obligations;

•

insolvency of such third party contractors;
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•

the inability of the third party contractors to retain key members of staff;

•

cost overruns in relation to the services provided by the third party contractors;

•

delays in properties being available for occupancy;

•

fraud or misconduct by an officer, employee or agent of a third party contractor, which may result in losses
to the Company and damage to the Company’s reputation;

•

disputes between the Company and third party contractors, which may increase the Company’s expenses
and distract the Board and the Management Team;

•

liability of the Company for the actions of the third party contractors;

•

inability to identify and acquire a property asset suitable for development, refurbishment or redevelopment;

•

inability to obtain governmental and regulatory permits on a timely basis or at all;

•

inability to sell the developed, redeveloped or refurnished units at prices that are favourable to the Company
or at all; and

•

inability to rent the units to tenants at rental rates that are favourable to the Company or at all.

If the Company’s third party contractors fail to successfully perform the services for which they have been engaged,
either as a result of their own fault or negligence, or due to the Company’s failure to properly supervise any such
contractors, this could have a material adverse effect on the Company’s business, financial condition, results of
operations and prospects.
In addition, development, refurbishment or redevelopment projects are based on business plans devised by the
Investment Manager and actual results might differ. Speculative developments may have a material adverse effect on the
Company’s business, financial condition, results of operations and prospects.
There is no assurance that the Company will realise anticipated returns on an investment in property development,
refurbishment or redevelopment. Failure to generate anticipated returns may have a material adverse effect on the
Company’s business, financial condition, results of operations and prospects.
The Company may be subject to liability following the disposal of investments
The Company may be exposed to future liabilities and/or obligations with respect to the properties that it sells. The
Company may be required or may consider it prudent to set aside provisions for warranty claims or contingent liabilities
in respect of property disposals. The Company may be required to pay damages (including but not limited to litigation
costs) to a purchaser to the extent that any representations or warranties given to a purchaser prove to be inaccurate or to
the extent that the Company breaches any of its covenants or obligations contained in the disposal documentation. In
certain circumstances, it is possible that representations and warranties incorrectly given could give rise to a right by the
purchaser to unwind the contract in addition to the payment of damages. Further, the Company may become involved in
disputes or litigation in connection with such disposed investments. Certain obligations and liabilities associated with the
ownership of investments can also continue to exist notwithstanding any disposal, such as certain environmental
liabilities. Any claims, litigation or continuing obligations in connection with the disposal of any properties may subject
the Company to unanticipated costs and may require the Management Team to devote considerable time to dealing with
them. As a result, any such claims, litigation or obligations may have a material adverse effect on the Company’s
business, financial condition, results of operations and prospects.
The Company may suffer losses in excess of insurance proceeds, if any, or from uninsurable events
The Company’s properties may suffer physical damage resulting in losses (including loss of rent) which may not be
compensated for by insurance, either fully or at all. In addition, there are certain types of losses, generally of a
catastrophic nature, that may be uninsurable or are not economically insurable. Inflation, changes in building codes and
ordinances, environmental considerations, and other factors, might also result in insurance proceeds being unavailable or
insufficient to repair or replace a property or pay for environmental clean-up costs. Should an uninsured loss or a loss in
excess of insured limits occur, the Company may lose capital invested in the affected property as well as anticipated
future revenue from that property. In addition, the Company could be liable to repair damage caused by uninsured risks
or pay for uninsured environmental clean-up costs. The Company may also remain liable for any debt or other financial
obligations related to that property. Any material uninsured losses may have a material adverse effect on the Company’s
business, financial condition, results of operations and prospects.
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The Investment Manager’s insurance may not be sufficient to recoup all of the losses claimed by the Company
Pursuant to the terms of the Investment Manager Agreement, the Investment Manager is required to maintain at its
own cost appropriate professional indemnity insurance to cover potential claims from the Company under said agreement
until two years after the date of its termination. However, such insurance could be subject to customary deductibles and
coverage limits and may not be sufficient to recoup all of the losses claimed by the Company. Therefore, the Company
could suffer losses arising from non-compliance of the Investment Manager Agreement which may not be fully
compensated for by the referred insurance, or at all. Any material losses uninsured under the Investment Manager
Agreement may have a material adverse effect on the Company’s business, financial condition, results of operations and
prospects.
The Company may dispose of investments at a time which results in a lower than expected return or a loss on such
investments, and may be unable to dispose of investments at all
The Company may elect to dispose of investments and may also be required to dispose of an investment at any time,
including due to a requirement imposed by a third party (for example, a lending bank). There can be no assurance that, at
the time the Company seeks to dispose of assets (whether voluntarily or otherwise) relevant market conditions will be
favourable or that the Company will be able to maximise the returns on such disposed assets. It may be especially
difficult to dispose of certain types of real estate during recessionary times. To the extent that market conditions are not
favourable, the Company may not be able to dispose of property assets at a gain and may even have to dispose of
property assets at a loss. Furthermore, the Company may be unable to dispose of investments at all, which would tie up
the capital invested in such assets and could impede the Company’s ability to take advantage of other investment
opportunities. The Company could be particularly exposed to this risk in residential property investments, as asset prices
in residential property have typically been more volatile. If the Company is required to dispose of an investment on
unsatisfactory terms, it may realise less than the value at which the investment was previously recorded, which could
result in a decrease in net asset value and lower returns to shareholders. In addition, if the Company disposes of an asset
within a period of three years from completion of development or its acquisition, the profits arising from disposal of the
property and potentially, the entire income derived from such asset, including rental income, will be taxable (see risk
factor entitled “Certain disposals of properties may have negative implications under the Spanish SOCIMI Regime” in
this Part II (Risk Factors)).
Further, in acquiring a property, the Company may agree to restrictions that prohibit the sale of that property for a
period of time or impose other restrictions, such as a limitation on the amount of debt that can be placed or repaid on that
property. In addition, if the Company purchases properties when the rate of return is low and purchase prices are high,
the value of such properties may not increase over time, and if the property is then sold the Company may incur a loss.
Any inability of the Company to dispose of its investments or to do so at a gain, or any losses on the disposal of the
Company’s investments, may have a material adverse effect on the Company’s business, financial condition, results of
operations and prospects.
Delays or difficulties in the deployment of the proceeds of the Issue, including due to delays or difficulties in
locating and/or acquiring suitable investments, may have a material adverse effect on the Company’s business,
financial condition, results of operations and prospects
The Board aims to assemble, through the services of the Investment Manager, a portfolio of investment properties in
Spain, principally Commercial Property in Madrid, Barcelona and certain secondary locations. At the date of this
Prospectus, the Company owns no properties and, pending deployment of the Net Proceeds to acquire property
investments, it intends to hold the Net Proceeds as cash or cash equivalents or bank deposits with one or more banks. The
Company does not expect to earn a significant amount of income on these temporary investments.
There can be no assurance as to how long it will take for the Company to invest any or all of the Net Proceeds in
property and it may not find suitable properties in which to invest all of the Net Proceeds. The Company is likely to face
competition from a variety of other potential purchasers in identifying and acquiring suitable properties. The longer the
period before investment the greater the likelihood that the Company’s business, financial condition, results of operations
and prospects, and its ability to make distributions to shareholders, will be materially adversely affected.
Market conditions may have a negative impact on the Company’s ability to identify and execute investments in
suitable assets that generate acceptable returns. As was evident during the recent market downturn, market conditions
have had a significant negative impact on the availability of credit, property pricing and liquidity levels. Lenders have
also tightened their lending criteria, including lending lower loan to value and increasing leverage restrictions.
Furthermore, locating suitable properties, conducting due diligence, negotiating acceptable purchase contracts and
ultimately completing the purchase of a property typically require a significant amount of time. The Company may face
delays in locating and acquiring suitable investments (resulting in exposure to a risk of increasing property prices) and,
once the properties are identified, there could also be delays in completing the purchases, including delays in obtaining
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any necessary approvals. Necessary approvals may be refused, or granted only on onerous terms, and any such refusals,
or the imposition of onerous terms, may result in an investment not proceeding as originally intended and could result in
significant costs associated with aborting the transaction being incurred by the Company.
Moreover, the Company intends to invest in properties through minority investments (particularly with respect to
residential assets) or joint ventures (which could include minority investments or joint ventures with sellers of
properties). In such cases, it will need to negotiate suitable arrangements with each of its proposed investment partners,
which may also prove to be time-consuming or could restrict the Company’s ability to act quickly or unilaterally. The
Company’s inability to select and invest, alone or as investment partner, in properties on a timely basis may have a
material adverse effect on the Company’s business, financial condition, results of operations and prospects and may
delay or limit distributions to shareholders by the Company.
There can be no assurance that any target returns will be achieved
The target Shareholder Return Rate set out in this Prospectus for the Company’s investments is a target only (and for
the avoidance of doubt is not a profit forecast). There can be no assurance that the Company’s investments will meet this
target or any other level of return, or that the Company will achieve or successfully implement its Investment Strategy.
The existence of a target Shareholder Return Rate should not be interpreted as an assurance or guarantee that such level
of return can or will be met by any of the Company’s investments. The actual returns achieved by the Company’s
investments may vary from the target Shareholder Return Rate range and these variations may be material.
The target Shareholder Return Rate is based on the Company’s assessment of appropriate expectations for returns on
the nature of the investments that the Company proposes to make and the ability of the Investment Manager to enhance
the return generated by those investments through active management and based on assumptions including assumptions
relating to forecasts of increases in property capital and rental values. There can be no assurance that these assessments
and assumptions will be proved correct and failure to achieve any or all of them may materially adversely impact any or
all investments from achieving the target Shareholder Return Rate.
As a result, an investment in the Company should only be considered by persons who can afford a loss of their entire
investment. Past activities of investment entities associated with the Management Team provide no assurance of future
success. Potential investors should decide for themselves whether or not the target Shareholder Return Rate is reasonable
or achievable and consider the factors that could affect the returns achievable by the Company and the value of the
Ordinary Shares in deciding whether to invest in the Company.
Risks Relating to the Company’s Financial Structure
The Company’s financial structure may be inefficient during the period in which the Net Proceeds are being
invested
During the period in which the Net Proceeds are being invested, the financial structure of the Company may not be
at optimal levels as initially the Company intends to finance the acquisition of real estate assets through the use of the
Net Proceeds of the Issue, without taking on any significant leverage. While the Company intends to increase leverage
going forward (initially, mainly through secured mortgages, and in the future, through the issuance of debt and
convertible debt securities or other liability financings that may be available to the Company), the Company’s financial
structure may be inefficient in the short term.
The Company’s investment strategy includes the use of leverage, which exposes the Company to risks associated
with borrowings
The real estate investment business is highly capital intensive. The Company’s strategy is to fund the acquisition of
investments, in part, through borrowings. However, since the middle of 2007, domestic and international financial
markets have experienced significant disruptions mainly driven by tensions in the banking system. These disruptions
have severely affected the availability of, and the terms applicable to, credit and have contributed to rising costs
associated with obtaining credit. There can be no guarantee that the Company will be able to obtain the credit it may need
on acceptable terms which could adversely affect its ability to achieve its investment strategy. If the Company is unable
to obtain credit, it may seek additional capital through the issuance of debt or equity securities to fund further
acquisitions.
To the extent the Company incurs a substantial level of indebtedness, this could reduce the Company’s financial
flexibility and cash available to pay dividends to shareholders due to the need to service its debt obligations. Prior to
agreeing the terms of any debt financing, the Company expects to comprehensively consider its potential debt servicing
costs and all relevant financial and operating covenants and other restrictions, including restrictions that might limit the
Company’s ability to make distributions to shareholders in light of cash flow projections. However, if certain
extraordinary or unforeseen events occur, including breach of financial covenants, the Company’s borrowings and any
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hedging arrangements that they may have entered into may be repayable prior to the date on which they are scheduled for
repayment or could otherwise become subject to early termination. If the Company is required to repay borrowings early,
it may be forced to sell assets when it would not otherwise choose to do so in order to make the payments and it may be
subject to pre-payment penalties.
In addition, if the rental income of the Company’s portfolio falls (for example, due to tenant defaults), the use of
borrowings will increase the impact of such a fall on the net income of the Company and accordingly, will have an
adverse effect on the Company’s ability to pay dividends to shareholders. Moreover, in circumstances where the value of
the Company’s assets is declining, the use of borrowings by the Company may depress its net asset value.
The Company may also find it difficult or costly to refinance indebtedness as it matures, and if interest rates are
higher when the indebtedness is refinanced, the Company’s costs could increase.
Any of the foregoing events may have a material adverse effect on the Company’s financial condition, business,
prospects, results of operations and ability to make distributions to shareholders.
If the Company incurs floating rate debt it will be exposed to risks associated with movements in interest rates
The Company may incur debt with floating interest rates. Interest rates are highly sensitive to many factors,
including international and domestic economic and political conditions, and other factors beyond the Company’s control.
The level of interest rates can fluctuate due to, among other things, inflationary pressures, disruption to financial markets
and the availability of bank credit. If interest rates rise, the Company will be required to use a greater proportion of its
revenues to pay interest expenses on its floating rate debt. Whilst the Company intends to hedge, totally or partially, its
interest rate exposure, any such measures may not be sufficient to protect the Company from risks associated with
movements in prevailing interest rates. In addition, any hedging arrangements will expose the Company to credit risk in
respect of the hedging counterparty. Increased exposure to adverse interest rate movements through floating rate debt
may have a material adverse effect on the Company’s business, financial condition, results of operations and prospects.
7. RISKS RELATING TO STRUCTURE AND TAXATION
The Company may cease to be qualified as a Spanish SOCIMI which would have adverse consequences for the
Company and its ability to deliver returns to shareholders
The Company has elected for Spanish SOCIMI status under the SOCIMI Act and, thus, it will be subject to a 0%
Corporate Income Tax rate. The requirements for maintaining Spanish SOCIMI status, however, are complex and the
Spanish SOCIMI Regime is relatively new with no practical history of interpretation (see Part XII (Spanish SOCIMI
Regime and Taxation Information) for additional information on these requirements). Furthermore, there may be changes
subsequently introduced (including a change in interpretation) to the requirements for maintaining Spanish SOCIMI
status. Prospective investors should note that there is no guarantee that the Company will, following its election to
become a Spanish SOCIMI, become a Spanish SOCIMI or continue to maintain its SOCIMI status (whether by reason of
failure to satisfy the conditions for Spanish SOCIMI status or otherwise).
A company may lose its SOCIMI status due to any the following:
•

delisting;

•

substantial failure to comply with its information and reporting obligations, unless such failure is remedied
by preparing fully compliant annual accounts which contain certain required information in the following
year;

•

failure to adopt a dividend distribution resolution or to effectively satisfy the dividends within the deadlines
described in “Mandatory dividend distribution” in paragraph 1.2 of Part XII (Spanish SOCIMI Regime and
Taxation Information). In this case, the SOCIMI status would be lost in respect of the tax year in which the
undistributed profits were obtained and any subsequent period; or

•

failure to meet the requirements established in the SOCIMI Act unless such failure is remedied within the
following fiscal year. Assets must be held for a minimum period of time; however, the failure to observe
such minimum holding period requirement would not give rise to the loss of SOCIMI status, but (i) the
assets that do not meet such requirement would be deemed to be non-qualifying assets; and (ii) income
derived from such assets would be taxed at the standard Corporate Income Tax rate (currently 30%).

If the Company were to become a SOCIMI and were to lose such status as a result of any of the above, it would have
to pay Spanish Corporate Income Tax on the profits deriving from its activities at the standard Corporate Income Tax
rate (currently 30%), and would not be eligible to become a SOCIMI (and benefit from its special tax regime) for three
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years. The shareholders in a company that loses its SOCIMI status are expected to be taxable as if the SOCIMI Regime
had not been applicable to the company.
If the Company is unable to obtain and maintain its SOCIMI status, the resultant consequences may have a material
adverse effect on the Company’s financial condition, business, prospects or results of operations and could adversely
impact the marketability and liquidity of the Ordinary Shares and their value.
Any change in tax legislation (including the Spanish SOCIMI Regime) may adversely affect the Company
As described in section 11 of Part VII (Information on the Company), the Company has elected to become a Spanish
SOCIMI. Provided certain conditions and tests are satisfied (see section 1.2 of Part XII (Spanish SOCIMI Regime and
Taxation Information)), as a Spanish SOCIMI, the Company will not pay Spanish Corporate Tax on the profits deriving
from its activities. Therefore any change (including a change in interpretation) in the legislative provisions relating to
Spanish SOCIMIs or in tax legislation more generally, either in Spain or in any other country in which the Company may
operate in the future, including but not limited to the imposition of new taxes or increases in tax rates in Spain or
elsewhere, may have a material adverse effect on the Company’s financial condition, business, prospects or results of
operations.
Restrictions under the Spanish SOCIMI Regime may limit the Company’s ability and flexibility to pursue growth
through acquisitions
The Directors contemplate growth through acquisitions for the Company. However, once the Company becomes a
SOCIMI, the Spanish SOCIMI Regime distribution requirements may limit the Company’s ability to fund acquisitions
and capital expenditures through retained income and debt financing.
In order to benefit from a 0% Spanish Corporate Tax rate, the Company will be required, among other things, to
adopt resolutions for the distribution of dividends, after fulfilling any relevant Spanish Companies Act requirement, to
shareholders annually within the six months following the closing of the fiscal year of: (i) at least 50% of the profits
derived from the transfer of real estate properties and shares in Qualifying Subsidiaries and real estate collective
investment funds; provided that the remaining profits must be reinvested in other real estate properties or participations
within a maximum period of three years from the date of the transfer or, if not, 100% of the profits must be distributed as
dividends once such period has elapsed; (ii) 100% of the profits derived from dividends paid by Qualifying Subsidiaries
and real estate collective investment funds; and (iii) at least 80% of all other profits obtained (i.e., profits derived from
ancillary activities).
If the relevant dividend distribution resolution is not adopted in a timely manner, the Company will lose its SOCIMI
status as per the year to which the dividends relate and the Company will be required to pay Spanish Corporate Income
Tax on the profits deriving from its activities at the standard rate (currently, 30%) as from the relevant tax period in
which the Company loses such status. In such case, the Company will not be eligible to become a SOCIMI (and benefit
from its special tax regime) for three years. A general guide to the Spanish SOCIMI Regime is included in Part XII
(Spanish SOCIMI Regime and Taxation Information).
As a result of the restrictions referred to above, the Company will be able to apply only a limited amount of its
income to acquiring additional properties and its ability to grow through acquisitions will be limited if it is unable to
obtain further debt or equity financing. If the Company elects to rely on equity financing, shareholders’ interests in the
Company may be diluted.
In addition, differences in timing between the receipt of cash and the recognition of income for the purposes of the
rules governing Spanish SOCIMIs and the effect of any potential debt amortisation payments could require the Company
to borrow funds to make cash distributions.
The dividend distributions requirements that are necessary to achieve the full tax benefits associated with qualifying
as a Spanish SOCIMI can be met by approving such distribution and satisfying the dividend in kind or immediately
thereafter, converting credits deriving from such dividends into share capital of the Company, provided such dividends
qualify as income for tax purposes. However, the Company cannot provide assurance that any such distribution will be
approved by a general shareholder’s meeting or that the distribution will be considered as income for all shareholders.
These requirements to maintain status as a Spanish SOCIMI could limit the Company’s ability and flexibility to
make investments and pursue growth through acquisitions.
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Certain disposals of properties may have negative implications under the Spanish SOCIMI Regime
At least 80% of a SOCIMI’s net annual income must derive from the lease of qualifying assets (as described in Part
XII (Spanish SOCIMI Regime and Taxation Information)), or from dividends distributed by Qualifying Subsidiaries and
real estate collective investment funds.
Capital gains derived from the sale of qualifying assets are in principle excluded from the 80%/20% net income test.
However, if a qualifying asset is sold before it is held for a minimum three-year period, then (i) such capital gain would
compute as non-qualifying revenue within the 20% thresholds that must not be exceeded for the maintenance of the
SOCIMI Regime; and (ii) such gain would be taxed at the standard Corporate Income Tax rate (currently, 30%);
furthermore, the entire income, including rental income, derived from such asset also would be subject to the standard
Corporate Income Tax rate.
Further, if the Company generates income out of a non-Property Rental Business, the 80%/20% gross asset or net
income tests may not be met. In such case, the Company will have one-year grace period to cure that infraction. If the
gross asset or net revenue tests are not met within that fiscal year, the Company will lose its SOCIMI status.
For more information on the Spanish SOCIMI Regime please see Part XII (Spanish SOCIMI Regime and Taxation
Information).
The Company may become subject to an additional tax charge if it pays a dividend to a Substantial Shareholder
and, as a result, may result in a loss of profits for the Company
The Company may become subject to a 19% Corporate Income Tax on the gross dividend distributed to any
shareholder that holds a stake equal or higher than 5% of the share capital of the Company and either (i) is exempt from
any tax on the dividends or subject to tax on the dividends received at a rate lower than 10% (for these purposes, final tax
due under the Spanish Non Resident Income Tax Law is also taken into consideration) or (ii) does not timely provide the
Company with the information evidencing its equal or higher than 10% taxation on dividends distributed by the
Company in the terms set forth in the By-Laws (a “Substantial Shareholder”).
The By-Laws contain indemnity obligations from Substantial Shareholders in favour of the Company designed to
discourage the possibility that dividends may become payable to Substantial Shareholders. If a dividend payment is made
to a Substantial Shareholder, the Company will be entitled to deduct an amount equivalent to the tax expenses incurred
by the Company on such dividend payment from the amount to be paid to such Substantial Shareholder (the Board will
maintain certain discretion in deciding whether to exercise this right if making such deduction would put the Company in
a worse position). However, the Company cannot provide assurance that these measures will be effective. If these
measures are ineffective, the payment of dividends to a Substantial Shareholder may generate an expense for the
Company (since it may have to pay a 19% Corporate Income Tax on such dividend) and, thus, may result in a loss of
profits for the rest of the shareholders.
The Company may not impose restrictions on the free transferability of its Ordinary Shares and the acquisition of
Ordinary Shares by certain investors could adversely affect the Company
Under Spanish law, the Company may not impose restrictions on the free transferability of its Ordinary Shares in its
By-Laws. Accordingly, the Company cannot refuse to register a transfer of any shares in the capital of the Company in
favour of a person to whom a sale or transfer of shares, or whose direct, indirect or beneficial ownership of shares, would
or might (i) cause the Company to be required to register as an “investment company” under the US Investment
Company Act or to lose an exemption or status thereunder to which it might otherwise be entitled; (ii) cause the
Company to be required to register under the US Exchange Act or any similar legislation; (iii) cause the Company not to
be considered a “foreign private issuer” as such term is defined in rule 3b-4(c) under the US Exchange Act; (iv) result in
a person holding shares in violation of the transfer restrictions set forth in any offering memorandum published by the
Company (including in this Prospectus), from time to time; (v) result in any shares being owned, directly or indirectly, by
Benefit Plan Investors or Controlling Persons; (vi) cause the assets of the Company to be considered “plan assets” under
the Plan Asset Regulations; (vii) cause the Company to be a “controlled foreign corporation” for the purposes of the
Code; (viii) result in Ordinary Shares being owned by a person whose giving, or deemed giving, of the representations as
to ERISA and the Code set forth in the By-Laws is or is subsequently shown to be false or misleading; (ix) result in a
person becoming a Substantial Shareholder, or (x) otherwise result in the Company incurring a liability to taxation or
suffering any pecuniary, fiscal, administrative or regulatory or similar disadvantage. Any of the above could have a
material adverse effect on the Company’s business, financial condition, results of operations and prospects.

46
29311849_27.docx

8.

RISKS RELATING TO THE ECONOMY
Since the Company’s investments will be concentrated in Spain, adverse developments in general economic
conditions in Spain and elsewhere and concerns regarding instability of the Eurozone may adversely affect the
Company

The Company intends that its investment portfolio will consist primarily of direct or indirect interests in commercial
property assets in Spain. Accordingly, the performance of the Spanish economy will affect the Company’s business,
financial condition, results of operations and prospects.
The global financial system began to experience difficulties in mid-2007. This resulted in severe dislocation of
financial markets around the world, including Spain, significant declines in the values of nearly all asset classes and
unprecedented levels of illiquidity in capital markets. After rapid economic growth since 2004, Spain entered into a
severe economic crisis which led to a GDP contraction between 2008 and 2013. Despite certain recent positive trends,
GDP decreased by 1.6% in 2012 and is expected to have decreased further by 1.3% in 2013, although it is expected to
increase by 0.5% in 2014 (Source: European Commission).
Speculation regarding the creditworthiness of the sovereign debt of various Eurozone countries, including Spain, and
various related events, including proposals for investors to incur write-downs on the face value of Greek sovereign debt,
a number of ratings downgrades of the sovereign credit ratings for Spain since 2011 (although since early November
2013, Fitch Ratings, Standard & Poor’s Ratings Services and Moody’s Investors Service have raised Spain’s outlook
from “negative” to “stable”) and the taking of significant steps by the Spanish government to support or recapitalise
certain domestic Spanish banks, have given rise to concerns that sovereign debtors might default and that one or more
countries might leave the European Union and/or the Eurozone, despite efforts to support affected countries and the euro
as a currency. Despite the recent improvement in the European financial markets, the outcome of this situation remains
unclear. Sovereign debt defaults and European Union and/or Eurozone exits (whether involving Spain or other countries)
could have a material adverse effect on the Company by, for example, impacting the cost and availability of credit to the
Company and causing uncertainty and disruption in relation to financing. Austerity and other measures (including, but
not limited to currency redenomination or the reintroduction of exchange controls) introduced to limit, or to contain these
issues, whether in Spain or elsewhere, may themselves lead to economic contraction and result in adverse effects on the
Company’s business, financial condition, results of operations and prospects.
In addition, uncertainty continues to surround the pace and scale of economic recovery, both in Spain and globally,
and conditions could deteriorate. Negative macroeconomic conditions and the fiscal consolidation and reform efforts in
Spain, along with global market turmoil, including the EU credit crisis and economic recession, have significantly
affected, and may continue to affect, rental and/or capital values of property assets and may reduce the ability of the
Company to obtain liquidity or acquire or dispose of properties and to secure or retain tenants on acceptable terms and,
consequently, may have a material adverse effect on the Company’s business, financial condition, results of operations
and prospects.
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PART III: EXPECTED TIMETABLE
Each of the times and dates is subject to change without further notice.
All references are to Madrid time.
Announcement of the Issue .........................................................................................................
Signing of the Placing Agreement ..............................................................................................
Determination and announcement of final number of new Ordinary Shares. Signing of the
Sizing Agreement .......................................................................................................................
Allocations of Ordinary Shares to investors ...............................................................................
Subscription Date ........................................................................................................................
Execution of the public deed relating to the capital increase before a notary public ..................
Registration with the Commercial Registry of the public deed relating to the capital
increase .......................................................................................................................................
Registration of the Ordinary Shares with Iberclear .....................................................................
Execution of the special transaction of the transfer of the Placing Shares and Investment
Manager Subscription Shares to final investors and Investment Manager, respectively ............
Admission to listing ...................................................................................................................
Expected commencement of dealings on the Spanish Stock Exchanges ....................................
Settlement ...................................................................................................................................
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13 February 2014
13 February 2014
3 March 2014
3-5 March 2014
5 March 2014
5 March 2014
5 March 2014
5 March 2014
5 March 2014
6 March 2014
9 a.m. on 6 March 2014
10 March 2014

PART IV: ISSUE STATISTICS
Issue Price per Ordinary Share.................................................................................................
Estimated total number of Ordinary Shares being issued pursuant to the Issue (1)(2) ............
Estimated total number of Ordinary Shares in issue immediately following Admission (1) ..
Estimated market capitalisation of the Company following Admission (1)(3) ........................
Estimated net proceeds receivable by the Company (1)(4) ......................................................

€ 10.00
40,000,000
40,030,000
€ 400,300,000
€ 390,000,000

(1) On the basis of a €400 million Issue. The final number of Ordinary Shares to be issued in the Issue is expected to be
determined and announced through the publication of a significant information announcement (Hecho Relevante) on
3 March 2014 once the Placing is concluded.
(2) The Investment Manager has undertaken to subscribe, at the Issue Price, an aggregate of 970,000 Issue Shares,
conditional on the Placing Agreement not having been terminated in accordance with its terms. The Investment
Manager is currently the holder of 30,000 Ordinary Shares issued on incorporation of the Company. The Investment
Manager is 83% owned and effectively controlled by the Pereda Family (two of whose members are members of the
Management Team and one of those members is also a member of the Company’s Board). The Company has entered
into the Anchor Investor Subscription Agreement pursuant to which the Anchor Investor has agreed to subscribe, at
the Issue Price, an aggregate of 5,000,000 Issue Shares if the final number of Ordinary Shares to be issued in the
Issue is equal to or higher than 35,000,000, or such amount of Ordinary Shares which would represent 12.5 per cent.
of the Issue Shares if the number of Issue Shares is lower than 35,000,000, conditional on the Placing Agreement not
having been terminated in accordance with its terms and certain other conditions being satisfied (including that the
final number of Ordinary Shares to be issued in the Issue is at least 30,000,000 and no more than 45,000,000).
(3) Based on the issued share capital of the Company immediately following Admission and the Issue Price of €10.00
per Ordinary Share.
(4) The estimated net proceeds receivable by the Company is stated after the deduction of commissions and expenses
payable by the Company in connection with the Issue of approximately €10 million (on the basis of a €400 million
Issue). The Net Proceeds are expected to be determined and announced through the publication of a significant
information announcement (Hecho Relevante) on 3 March 2014 once the Placing is concluded.
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PART V: DIRECTORS, COMPANY SECRETARY,
REGISTERED OFFICE, INVESTMENT MANAGER AND ADVISORS
DIRECTORS
Mr. Jose Luis del Valle ...........................................................
Mr. Pedro Luis Uriarte ............................................................
Mr. Alec Emmott ....................................................................
Mr. Roger M. Cooke ...............................................................
Mr. Miguel Pereda ..................................................................

Non-Executive Independent Chairman
Non-Executive Independent Director
Non-Executive Independent Director
Non-Executive Independent Director
Non-Executive Proprietary Director

COMPANY SECRETARY
Juan Gómez-Acebo (Non-Director Secretary)
COMPANY REGISTERED OFFICE
Lar España Real Estate SOCIMI, S.A.
Rosario Pino 14-16, 28020 Madrid
Spain
INVESTMENT MANAGER
Grupo Lar Inversiones Inmobiliarias, S.A.
Rosario Pino 14-16, 28020 Madrid
Spain
LEGAL ADVISORS TO THE COMPANY
As to Spanish law:
Uría Menéndez
Príncipe de Vergara, 187
Plaza de Rodrigo Uría
28002 Madrid
Spain

As to US and English law:
Davis Polk & Wardwell LLP
Paseo de la Castellana, 41
28046 Madrid
Spain

SOLE BOOKRUNNER
J.P. Morgan Securities plc
25 Bank Street
London E14 5JP
United Kingdom
LEGAL ADVISORS TO THE SOLE BOOKRUNNER
As to US, English and Spanish law:
Linklaters, S.L.P.
Almagro, 40
28010 Madrid
Spain
AUDITORS
Deloitte, S.L.
Plaza Pablo Ruiz Picasso, 1
Torre Picasso
28020 Madrid
Spain
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PART VI: IMPORTANT INFORMATION
Forward Looking Statements
This Prospectus includes statements that are, or may be deemed to be, forward looking statements. These forward
looking statements can be identified by the use of forward looking terminology, including the terms “anticipates”,
“believes”, “estimates”, “expects”, “intends”, “may”, “plans”, “projects”, “should” or “will”, or, in each case, their
negative or other variations or comparable terminology, or by discussions of strategy, plans, objectives, goals, future
events or intentions. These forward looking statements include all matters that are not historical facts. They appear in a
number of places throughout this Prospectus and include, but are not limited to, statements regarding the Company’s
intentions, beliefs or current expectations concerning, among other things, the Company’s results of operations, financial
position, prospects, growth, target total Shareholder Return Rates, investment strategy, financing strategies, prospects for
relationships with tenants, liquidity of the Company’s assets and expectations for the Spanish real estate industry.
By their nature, forward looking statements involve risk and uncertainty because they relate to future events and
circumstances. Forward looking statements are not guarantees of future performance and the actual results of the
Company’s operations, and the development of the markets and the industry in which the Company operates, may differ
materially from those described in, or suggested by, the forward looking statements contained in this Prospectus. In
addition, even if the Company’s results of operations, financial position and growth, and the development of the markets
and the industry in which the Company operates, are consistent with the forward looking statements contained in this
Prospectus, those results or developments may not be indicative of results or developments in subsequent periods. A
number of factors could cause results and developments of the Company to differ materially from those expressed or
implied by the forward looking statements including, without limitation, general economic and business conditions,
Spanish real estate market conditions, industry trends, competition, changes in law or regulation, changes in taxation
regimes or development planning regime, the availability and cost of capital, currency fluctuations, changes in its
business strategy, political and economic uncertainty and other factors discussed in Part II (Risk Factors). The Company
undertakes no obligation to update these forward looking statements and will not publicly release any revisions it may
make to these forward looking statements that may occur due to any change in the Company’s expectations or to reflect
events or circumstances after the date of this Prospectus, except where required by applicable law. Investors should note
that the contents of these paragraphs relating to forward looking statements are not intended to qualify the statements
made as to sufficiency of working capital in this Prospectus.
Market, Economic and Industry Data
This Prospectus includes certain market, economic and industry data, which were obtained by the Company from
industry publications, data and reports compiled by professional organisations and analysts, data from other external
sources and internal surveys conducted by or on behalf of the Management Team. The market, economic and industry
data sourced from third parties used to prepare the disclosures in this Prospectus have been accurately reproduced and, as
far as the Company is aware and is able to ascertain from the information provided to them by third parties, no facts have
been omitted which would render the reproduced information inaccurate or misleading in any material respect.
Some of the aforementioned third party sources may state that the information they contain has been obtained from
sources believed to be reliable. However, such third party sources may also state that the accuracy and completeness of
such information is not guaranteed and that the projections they contain are based on significant assumptions. As the
Company does not have access to the facts and assumptions underlying such market data, statistical information and
economic indicators contained in these third party sources, the Company is unable to verify such information.
Currencies
Unless otherwise indicated, all references in this Prospectus to euro and € are to the lawful single currency of
member states of the EU that adopt or have adopted the euro as their currency in accordance with the legislation of the
EU relating to European Monetary Union and all references to US dollars are to the lawful currency of the United States
of America. The Company intends to prepare its financial statements in euro.
Presentation of Financial Information
The Company is newly formed and as at the date of this Prospectus has no assets or liabilities which will be material
in the context of the Issue. The Company’s audited interim financial statements as of 24 January 2014 and for the eight
days ended on such date are included elsewhere herein and have been prepared in accordance with Spanish GAAP. As
long as the Company does not have any subsidiary and does not prepare consolidated financial statements, the
Company’s financial statements will be prepared in accordance with Spanish GAAP. In addition, the Company intends to
prepare a second set of financial statements prepared in accordance with IFRS-EU with respect to its annual accounts.
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As shown in the tables below, there are no differences in the Company’s net equity as of 24 January 2014 or in its
income statement for the eight days ended on that date as calculated under Spanish GAAP and IFRS-EU, respectively.
Euros
24/01/2014
Net equity under Spanish GAAP

30,936

Net equity under IFRS-EU

30,936

Euros
From
17/01/2014 to
24/01/2014
Result for the period under Spanish
GAAP

(27,064)

Result for the period under IFRS-EU

(27,064)

Unless otherwise indicated, the financial information in this Prospectus has been prepared in accordance with
Spanish GAAP. In making an investment decision, prospective investors must rely on their own examination of the
Company, the terms of the Issue and the financial information in this Prospectus.
Rounding
Some financial information in this Prospectus has been rounded. As a result of this rounding, figures shown as totals
in this Prospectus may vary slightly from the exact arithmetic aggregation of the figures that precede them. In addition,
certain percentages presented in this Prospectus reflect calculations based upon the underlying information prior to
rounding and, accordingly, may not conform exactly to the percentages that would be derived if the relevant calculations
were based upon the rounded numbers.
No Incorporation of Website Information
This Prospectus will be made available to the public in Spain at the webpage of the Company (www.larespana.com)
and at the webpage of the CNMV (www.cnmv.es). Notwithstanding the foregoing, the contents of the Company’s
website, the contents of any website accessible from hyperlinks on the Company’s website, or any other website referred
to in this Prospectus are not incorporated in and do not form part of this Prospectus.
Investment Considerations
An investment in the Company is suitable only for investors who are capable of evaluating the risks and merits of
such investment, who understand the potential risk of capital loss and that there may be limited liquidity in the
underlying investments of the Company and in the Ordinary Shares, for whom an investment in the Ordinary Shares
constitutes part of a diversified investment portfolio, who fully understand and are willing to assume the risks involved in
investing in the Company and who have sufficient resources to bear any loss (which may be equal to the whole amount
invested) which might result from such investment. Typical investors in the Company are expected to be institutional and
qualified investors who are looking to allocate part of their investment portfolio to the Spanish real estate market.
Investors should consult their financial advisor before making an investment in the Company.
The Ordinary Shares are designed to be held over the long term and may not be suitable as short-term investments.
There is no guarantee that any appreciation in the value of the Company’s investments will occur and investors may not
get back the full value of their investment. Any investment objectives of the Company are targets only and should not be
treated as assurances or guarantees of performance.
A prospective investor should be aware that the value of an investment in the Company is subject to normal market
fluctuations and other risks inherent in investing in securities. There is no assurance that any appreciation in the value of
the Ordinary Shares will occur or that the investment objectives of the Company will be achieved. The value of
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investments and any income derived therefrom may fall as well as rise and investors may not recoup the original amount
invested in the Company.
The contents of this Prospectus are not to be construed as advice relating to legal, financial, taxation, accounting or
regulatory matters, investment decisions or any other matter. Prospective investors must rely upon their own
representatives, including their own legal advisors and accountants, as to legal, tax, accounting, regulatory, investment or
any other related matters concerning the Company and an investment therein. An investment in the Company should be
regarded as a long-term investment. There can be no assurance that the Company’s investment objective will be
achieved. It should be remembered that the price of the Ordinary Shares, and the income from the Ordinary Shares (if
any), can go down as well as up.
This Prospectus should be read in its entirety before making any investment in the Ordinary Shares. All shareholders
are entitled to the benefit of, are bound by, and are deemed to have notice of, the provisions of the By-Laws, which
prospective investors should review. A summary of the By-Laws is contained in section 6 of Part XIV (Additional
Information).
IMPORTANT NOTE REGARDING PERFORMANCE DATA
This Prospectus includes information regarding the track record and performance data of the Investment
Manager and members of the Management Team. Such information is not necessarily comprehensive and
prospective investors should not consider such information to be indicative of the possible future performance of
the Company or any investment opportunity to which this Prospectus relates. Past performance of the Investment
Manager and members of the Management Team is not a reliable indicator of, and cannot be relied upon as a
guide to, the future performance of the Company or the Investment Manager. The Company will not make the
same investments reflected in the track record and performance data included herein. For a variety of reasons,
the comparability of the track record and performance data to the Company’s future performance is by its nature
very limited. Without limitation, results can be positively or negatively affected by market conditions beyond the
control of the Company or the Investment Manager, which may be different in many respects from those that
prevailed in the past or prevail at present or in the future, with the result that the performance of investment
portfolios originated now or in the future may be significantly different from those originated in the past.
Prospective investors should be aware that any investment in the Company is speculative, involves a high degree
of risk, and could result in the loss of all or substantially all of their investment.
Available Information
The Company has agreed that, for so long as any Ordinary Shares are “restricted securities” as defined in Rule
144(a)(3) under the US Securities Act, it will during any period that it is neither subject to section 13 or 15( d) of the US
Exchange Act nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder furnish, upon request, to any holder or
beneficial owner of Ordinary Shares or any prospective purchaser designated by any such holder or beneficial owner the
information required to be delivered pursuant to Rule 144A(d)(4) under the US Securities Act.
Service of Process and Enforcement of Liabilities
The Company and the Investment Manager were incorporated and are domiciled in Spain. All of the Directors and
all of the members of the Management Team, are resident outside the United States, and a substantial portion of the
assets of such persons and the Company are located outside the United States. As a result, it may not be possible for
investors to effect service of process within the United States upon the Company or such persons or to enforce against
any of them in the United States courts judgments obtained in United States courts, including judgments predicated upon
the civil liability provisions of the securities laws of the United States or any state or territory within the United States.

53
29311849_27.docx

PART VII: INFORMATION ON THE COMPANY
1.

INTRODUCTION

Lar España Real Estate SOCIMI, S.A. is a recently incorporated Spanish property investment company. The
Company has an experienced Board, chaired by Mr. Jose Luis del Valle, and will be externally managed by the
Investment Manager, Grupo Lar, whose management team currently comprises Mr. Luis Pereda, Mr. Miguel Pereda, Mr.
Jorge Pérez de Leza, Mr. Enrique Feduchy, Mr. Ignacio Ocejo and Mr. Arturo Perales (together the “Management
Team”). The Company intends to raise gross proceeds in the region of €400 million pursuant to the Issue and will apply
for its Ordinary Shares to be listed on the Spanish Stock Exchanges and quoted through the SIBE (Sistema de
Interconexión Bursátil or Mercado Continuo) of the Spanish Stock Exchanges. The Company has elected to become a
Spanish SOCIMI and has notified such election to the Spanish tax authorities by means of the required filing. The
Company believes it will benefit from its position as one of the first established and well capitalised Spanish SOCIMIs.
The Company expects to take advantage of Grupo Lar’s Spanish commercial business track record that has returned an
internal rate of return in excess of 20% from 2001 to 2013 (calculated based on cash flow model). However, as a result of
the economic downturn suffered by the Spanish commercial real estate market in recent years (as further described in
section 6.1 of this Part VII (Information on the Company)), Grupo Lar has obtained negative returns in 2011 and 2012.
The Company has a limited operating history. Save for matters connected with the Issue and Placing and the entry
into the contracts discussed in section 11 of Part XIV (Additional Information) the Company has not engaged in
operations since its incorporation.
The Company’s strategy is to create a property portfolio consisting primarily of commercial property in Spain to
deliver income and capital growth through active asset management. The Company will rely on active asset management
to maximise operating efficiency and profitability at the property level. In addition, by establishing the Company during
the current cyclical weakness in the Spanish real estate market, the Company believes that it will give shareholders the
opportunity to take advantage of the re-pricing of assets that is expected to occur within the Company’s target categories
of investment properties. At Admission, the Company will not own any properties.
2.

THE MANAGEMENT TEAM

The Management Team, who will manage the Company through the Investment Manager, Grupo Lar, consists of
property and finance professionals who between them have extensive experience in Spanish real estate and a notable
track record of creating value for shareholders. The Company believes that the extensive experience of the Management
Team, which is one of the most experienced real estate management teams in Spain, and the Investment Manager’s
management professionals will provide the Company with investment opportunities across all of its targeted asset
classes.
The Company also intends to capitalize on the Investment Manager’s track record for seizing opportunities in a
timely manner. The Management Team has a track record of securing real estate investments and believes it is well
placed to secure properties which meet the Company’s investment criteria due to its strong track record in commercial
and residential real estate in Spain, its established network to source off-market deals (including as a result of its strong
domestic banking contacts and successful reputation working with third party investors as co-investors and joint
venturers, among others) and as a result of the high visibility that the Company will achieve as a listed vehicle. The
Management Team expects to source deals from competitive auctions, restricted auctions and off-market deals.
The track record of the Management Team is concentrated principally within Grupo Lar.
Grupo Lar
Grupo Lar was originally formed in 1985 in Madrid and is currently one of the biggest property companies in Spain
with 29 years of experience in the sector and with a presence in eight countries: Spain, Mexico, Brazil, Germany, Poland,
Romania, Colombia and Peru. Grupo Lar has a diversified real estate business across asset classes (such as offices, retail,
residential, etc.). Grupo Lar also has experience across the value chain through experience in investment, development,
asset management and property management.
As of 31 December 2013, Grupo Lar’s consolidated portfolio comprised approximately €1.6 billion of assets under
management (taking into account, in connection with residential property, a portfolio valuation as finished product
(except for plots with a disposal strategy) as of 31 December 2013 and, in connection with shopping centres, the last
available valuations provided by third parties and the “all in cost” method for centres under development).
Approximately 18% of these assets were located in Spain. The Grupo Lar team (including Gentalia) comprises 193 full
time property, financial and support staff of which 129 are located in Spain. In addition, Grupo Lar currently has a 50%
participation in Gentalia, one of the leading companies in Spain in shopping centre property management. Gentalia
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provides consultancy, asset management, leasing and day-to-day management services to shopping centres. It currently
manages 46 shopping centres in Spain, with a gross leasable area of over 1,310,000 sqm, and has a staff of 95 persons.
Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of the
Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family and, therefore,
shareholders of the Investment Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are, respectively, the
Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s Board. The
remaining approximately 17% is indirectly owned by the Morgan Stanley Real Estate Special Situations Fund III, L.P.,
which is sub-advised by Proprium Capital Partners, LLC, a Delaware limited liability company.
For more information on the Management Team, see section 1.2 of Part VIII (Grupo Lar and the Investment
Manager Agreement).
3.

THE BUSINESS STRENGTHS

The Company believes that it will benefit from its position as one of the first established and well capitalised
Spanish SOCIMIs and the aid of an experienced active asset manager such as Grupo Lar to invest and take advantage of
the expected recovery in the real estate market in Spain. Throughout the investment process, the Company will have
access to the Investment Manager’s management and administration function which addresses various operational
matters, including the provision of various accounting, administrative, registration, reporting and record keeping services.
In this way, the Management Team will be able to seize investment opportunities in a timely manner without having to
build a large internal infrastructure and the Company will have access to the asset and property management functions of
a leading Spanish real estate group in the most management intensive cycle of the Company.
The Company believes that it will additionally enjoy the following key strengths:
Strong track record of the Investment Manager in commercial and residential real estate in Spain
The Investment Manager, Grupo Lar, is one of Spain’s most recognisable real estate companies. The Investment
Manager has a long and successful track record of creating value for shareholders by investing in and managing
properties in a wide range of real estate asset classes in Spain. Grupo Lar’s Spanish commercial business has returned an
internal rate of return in excess of 20% from 2001 to 2013 (calculated based on cash flow model). However, as a result of
the economic downturn suffered by the Spanish commercial real estate market in recent years (as further described in
section 6.1 of this Part VII (Information on the Company)), Grupo Lar has obtained negative returns in 2011 and 2012.
The members of the Management Team have been well known within the Spanish real estate markets for many years,
and have established relationships in these markets with all of the main stakeholders in the property and rental markets,
including with commercial real estate lenders, domestic banks, property funds, planning authorities, tenants and private
investors. The Company believes that the Management Team’s distinct knowledge of, and competence within, the
Spanish commercial and residential property market will make the Company well placed to capitalise on the
opportunities presented by current and expected market conditions. Moreover, the Investment Manager’s market position
is enhanced by its ability to utilise the scale, experience and specialist expertise of its complementary business activities
to maximise value through each asset’s ownership cycle.
Access to a valuable and highly experienced asset management platform
Through the Investment Manager, the Company will have access to the asset and property management operation of
Grupo Lar which, together with Gentalia, includes 193 full time property, financial and support staff. The Investment
Manager has over 15 years of experience in the investment, development and management of shopping centres and
currently directly manages 11 shopping centres in Spain (two of which are under development) with a with a gross
leasable area of 210,000 sqm. In addition, Grupo Lar currently has a 50% participation in Gentalia, one of the leading
companies in Spain in shopping centre property management. Gentalia provides consultancy, asset management, leasing
and day-to-day management services to shopping centres. It currently manages 46 shopping centres in Spain, with a
gross leasable area of over 1,310,000 sqm. The Company’s access to this valuable asset and property management
platform will allow the Management Team to seize investment opportunities in a timely manner without having to build a
large internal infrastructure. In addition, the Company will have access to the asset and property management functions
of a leading Spanish real estate group in the most management intensive cycle of the Company.
In-depth access to potential investment opportunities
The Management Team has extensive and long-standing relationships in the Spanish real estate market and has indepth knowledge of deal sources including corporate and private landlords, brokers, all major domestic banks and
SAREB. These relationships and knowledge have enabled members of the Management Team to access both off-market
and more widely marketed real estate transactions. The Company believes that the Management Team’s relationships and
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experience will provide the Company with the access and ability to cultivate appropriate investment opportunities to
meet the Company’s investment criteria.
Strong and successful reputation working with third party international investors, including in international
partnerships
One of the key differential values of the Investment Manager is its proven experience in alliance management, which
has resulted in clear competitive advantages both with respect to its investment and financial capacity and its
international diversification. The success in joint ventures with leading international financial and real estate entities,
such as Morgan Stanley, Goldman Sachs, Ivanhoe Cambridge, Henderson Global Investors, Grosvenor and Sonae, and
the numerous long-term partnerships with well-known Spanish groups, such as Grupo Eroski, LaCaixa, Banco de
Sabadell and Caixa Catalunya, are clear examples of the Investment Manager’s dedication towards building fruitful
alliances. In addition, the Investment Manager has spread its activity to countries like Mexico, Romania and Brazil,
through partnerships with local and international entities, providing long term agreements.
Strong domestic banking contacts facilitating access to debt facilities
The Investment Manager has existing relationships with many Spanish financial entities. These relationships have
enabled the Investment Manager to access debt financing packages in the various phases of the economic cycle during
the past 29 years. In addition, the Management Team has extensive knowledge of possible sources of third party capital,
allowing it to tailor the risk profile of each investment and potentially extend its investment reach through joint ventures.
Focus on an under-served niche market for medium size assets, often too small for remaining foreign and
institutional investors and too big for local players trying to act with limited financing
The Investment Manager has extensive experience in the acquisition of medium size assets, which are often too
small for foreign and other institutional investors and too big for local players trying to act with limited financing. The
Company expects to be able to leverage this experience and be positioned as the partner of choice for this type of assets
by combining detailed local knowledge, availability of funding, strategic flexibility and cost of capital management.
Alignment of interests of the Investment Manager with those of other shareholders
Various factors contribute to the alignment of interests of the Investment Manager with those of other shareholders,
including the Investment Manager’s compensation structure (as the Investment Manager will receive Performance Fee
Shares (in addition to cash) in compensation for the services provided to the Company), the fact that the Investment
Manager will only be able to conduct certain investments and activities only through the Company (as the Investment
Manager has undertaken, subject to certain exceptions, not to acquire or invest in Commercial Property in Spain which is
within the parameters of the Investment Strategy of the Company) and the fact that the Investment Manager Agreement
can be terminated at the Company’s election at the end of its initial five-year term with no penalty if the Company is not
satisfied with the Investment Manager’s performance. In addition, the Investment Manager (which is 83%-owned by the
Pereda Family, two of whose members are members of the Management Team) has committed to subscribe, at the Issue
Price, 970,000 Issue Shares, conditional on the Placing Agreement not having been terminated in accordance with its
terms. These Ordinary Shares, together with the 30,000 Ordinary Shares already held by Grupo Lar prior to the date of
this Prospectus, will represent approximately 2.5% of the Company’s issued share capital on Admission. Furthermore,
Ordinary Shares held by the Investment Manager (including any Performance Fee Shares) will, subject to certain
exceptions, be subject to lock-up arrangements for three years from Admission (or, with respect to any Performance Fee
Shares, until the third anniversary of the date on which such Ordinary Shares were delivered to the Investment Manager).
As a result of the above, the Company believes that the interests of the Investment Manager should be closely aligned
with those of the other shareholders.
4.

EXCLUSIVITY AND CO-INVESTMENT RIGHTS AND CONFLICTS OF INTEREST

In accordance with the Investment Manager Agreement, subject to certain exceptions, the Investment Manager has
agreed not to invest in Commercial Property in Spain which is within the parameters of the Investment Strategy of the
Company (or to provide services to any person other than the Company in connection with such assets) and will be
required to offer to the Company at least a 20% interest of the overall investment in any Relevant Residential
Opportunity it (or any of the Investment Manager Affiliates) may plan to carry out. In addition, subject to certain
exceptions, each member of the Management Team has undertaken to offer the Company a 20% share (if in connection
with a Residential Property) or the full share (if in connection with a Commercial Property) of the stake available to such
member of the Management Team in any investment in which such member of the Management Team intends to
participate and which fits within the Investment Strategy of the Company.
Under the Anchor Investor Subscription Agreement, the Company has granted the Anchor Investor with a right of
first offer in connection with certain Commercial Property Investments in respect of which the Company seeks or intends
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to seek equity capital from one or more third parties, subject to certain exceptions. In addition, the Investment Manager
has granted the Anchor Investor with a right of first offer in connection with any Residential Property Investment it
intends to undertake, subject to certain exceptions. Subject to certain exceptions, the Anchor Investor has agreed not to
compete with the Company or the Investment Manager in competitive processes relating to Commercial Property or
Residential Property in Spain and, under certain circumstances, has granted the Investment Manager with a right of first
offer in connection with such investments.
These commitments are described in greater detail below.
4.1 Investment Manager Agreement
Set forth below is a detailed description of the Investment Manager and Management Team’s undertakings under the
Investment Manager Agreement. See section 11.1 of Part XIV (Additional Information) for further information on the
Investment Manager Agreement.
Exclusivity in Commercial Property with respect to Investment Manager
The Investment Manager has agreed that, during the term of the Investment Manager Agreement, it will not, and it
will require that none of the Investment Manager Affiliates will (i) acquire or invest (on its own behalf or on behalf of
third parties or through joint venture agreements) in Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company (except for the following investments (each an “Exception”) which are expressly
permitted (a) one or more investments carried out by shareholders of the Investment Manager on their own behalf,
provided that such investment or investments do not exceed €2 million in the aggregate throughout the life of the
Investment Manager Agreement (or such a higher amount, if any, approved by the Company’s Board of Directors in
exceptional circumstances), and that they are notified to the Board of Directors of the Company following their
undertaking, and (b) investments by the Investment Manager or any Investment Manager Affiliate in Commercial
Property for its own occupation if expressly waived by the Board of Directors) or (ii) act as investment manager,
investment adviser or agent, or provide administration, investment management or other services, for any person, entity,
body corporate or client other than the Company, for Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company.
However, this exclusivity shall not apply:
(i)

to any dealings by the Investment Manager or any Investment Manager Affiliate in respect of any
property or property-related asset owned or managed, totally or partially, by it as of the date of the
Investment Manager Agreement (i.e., 12 February 2014). Therefore, the Investment Manager and
Investment Manager Affiliates may continue or agree to act as investment manager or investment
adviser for other persons or provide administration, investment management or other services for other
clients without making the same available to the Company, in each such case provided that (a) it is
done pursuant to an existing agreement which in each case is in place with the Investment Manager or
such Investment Manager Affiliate at the date of the Investment Manager Agreement, or (b) such work
relates to real estate properties which are subject to such an existing agreement.
In addition, the Investment Manager will be free to close during 2014 up to two portfolio transactions
currently under negotiation involving retail assets, each amounting to between €80 and €170 million;

(ii)

to any acquisition or investment (directly or indirectly) by the Investment Manager or an Investment
Manager Affiliate of or in assets or properties which are adjacent to assets or properties currently held
by the Investment Manager or an Investment Manager Affiliate or which are acquired, pursuant to an
Exception, by the Investment Manager or an Investment Manager Affiliate following the date of the
Investment Manager Agreement in accordance with its terms (such as extensions to assets already
within those entities’ existing portfolios or properties adjacent to existing or permitted new properties
held by the Investment Manager or an Investment Manager Affiliate);

(iii)

following the passage of a resolution of the Company’s general shareholders’ meeting to discontinue
the investment strategy of the Company, cease the business and operations of the Company, or sell,
liquidate or otherwise dispose of all or substantially all of the assets of the Company;

(iv)

following the service by the Investment Manager of notice of termination of the Investment Manager
Agreement due to a winding up event, an insolvency or court protection event or other similar event
affecting the Company or an unremedied breach by the Company of a material term thereof; or

(v)

to the activities of or investments made by Gentalia. This notwithstanding, Grupo Lar shall, to the
extent legally permitted, exercise its voting rights within the corporate bodies of Gentalia to prevent
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Gentalia from entering into transactions which fall under the exclusivity commitment assumed by
Grupo Lar as Investment Manager.
Co-investment right in Residential Property with respect to Investment Manager
The Company will not have exclusivity on any investment in Residential Property made or to be made by the
Investment Manager or the Investment Manager Affiliates in or outside of Spain. However, pursuant to the Investment
Manager Agreement, the Investment Manager has committed to offer to the Company at least a 20% stake of the overall
investment in each Relevant Residential Opportunity it (or any of the Investment Manager Affiliates) may plan to carry
out. If the stake available to the Investment Manager (and any of the Investment Manager Affiliates (as the case may be))
in a Relevant Residential Opportunity is less than 20% of the overall investment in such Relevant Residential
Opportunity, the Investment Manager has undertaken not to participate in such investment opportunity (and shall procure
the same of the Investment Manager Affiliates) and the Investment Manager shall be under no obligation to offer a stake
in such investment opportunity to the Company.
The Company shall not be entitled to elect less than a 20% stake of the overall investment in each Relevant
Residential Opportunity offered by the Investment Manager unless the Company and the Investment Manager agree
otherwise on a case by case basis.
The Investment Manager must, before proceeding to effect the investment that is the subject of a Relevant
Residential Opportunity, present such Relevant Residential Opportunity to the Company by notice in writing to the
Corporate Manager for consideration as a possible co-investment.
If the Company elects to co-invest, its Corporate Manager shall notify the Investment Manager of this as soon as
reasonably practicable, and, in any event, within ten Madrid business days of service of notice to the Company by the
Investment Manager.
If the Company gives notice to the Investment Manager that it does not intend to proceed with the co-investment, or
if it does not serve notice within the prescribed period, the Investment Manager shall be free to carry out the Relevant
Residential Opportunity without the Company.
Commitment by members of Management Team
Pursuant to the respective commitment letters entered into by the members of the Management Team in accordance
with the Investment Manager Agreement, if any member of the Management Team identifies an investment opportunity
which fits within the Investment Strategy of the Company (each such opportunity, a “Management Team Investment
Opportunity”) in which such member of the Management Team or a person that is controlled by such member of the
Management Team (excluding the Investment Manager or any Investment Manager Affiliate which is a corporation) (a
“Controlled Person”), whether directly or indirectly, intends to participate, such member of the Management Team shall,
before proceeding to effect such participation or the acquisition of the property which is the subject of that Management
Team Investment Opportunity, give notice in writing of such opportunity to the Corporate Manager of the Company and
offer the Company (a) at least a 20% share of the total stake available to such member of the Management Team or the
Controlled Person (as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a
Residential Property, or (b) the full stake available to such member of the Management Team or the Controlled Person
(as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a Commercial
Property. These commitments are subject to certain exceptions and shall end on the earlier of: (a) the date of termination
of the Investment Manager Agreement; (b) with respect to a particular member of the Management Team, the date on
which the relevant member of the Management Team ceases to be a member of the Management Team; and (c) the date
on which a resolution is passed to cease the business and operations of the Company.
Conflicts of interest with respect to the Investment Manager
Pursuant to the Investment Manager Agreement, the Investment Manager shall not (and shall procure that no
Investment Manager Affiliate shall), during the term of the agreement (i) sell, transfer or lease assets or properties to the
Company or (ii) launch or invest in a property investment/real estate listed or unlisted fund or a property investment/real
estate investment trust carrying on business in Spain to invest in Commercial Property. The Investment Manager is not
prohibited from launching a property investment/real estate listed or unlisted fund or a property investment/real estate
investment trust carrying on business in Spain to invest in Residential Property, although the Company would have
certain co-investment rights as described above.
In addition, the Company shall not, during the term of the Investment Manager Agreement, sell, transfer or lease
assets or properties to the Investment Manager, unless approved by the Company’s Board of Directors.
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The Investment Manager shall disclose in writing to the Company any actual or potential conflicts of interests which
it and/or any of the Investment Manager Affiliates have or may have from time to time, subject to any obligations of
confidentiality to which the Investment Manager is contractually bound.
4.2 Anchor Investor Subscription Agreement
Pursuant to the Anchor Investor Subscription Agreement, so long as an Anchor Investor Agreement Termination
Event has not occurred, the Company, the Anchor Investor and the Investment Manager shall have the rights and
obligations summarised below. For additional information on the Anchor Investor Subscription Agreement, see section
11.4 of Part XIV (Additional Information).
Anchor Investor’s right of first offer with respect to certain Commercial Property Investments undertaken by the
Company
If the Company seeks or intends to seek equity capital from one or more third parties in connection with any
Commercial Property Investment (as defined herein) under consideration by the Company in Spain (a “Commercial
Property Co-Investment Opportunity”), the Company shall in good faith provide the Anchor Investor or any entity in the
Anchor Investor Group named by the Anchor Investor (any of them, an “Anchor Investor Entity”) with a right of first
offer to participate together with the Company in any such investment, except in certain cases where the Commercial
Property Co-Investment Opportunity is offered by a third party investor to the Company. In connection with each
applicable Commercial Property Co-Investment Opportunity (i) the Company shall offer to the Anchor Investor Entity
the full stake in the relevant Commercial Property Investment for which the Company is seeking a co-investor and (ii)
the Anchor Investor Entity shall have the right to participate in the stake offered to it by the Company (but not less than
such stake) in the relevant Commercial Property Investment.
Anchor Investor’s right of first offer with respect to certain Residential Property Investments undertaken by the
Investment Manager
Subject to certain exceptions relating to Residential Property Co-Investment Opportunities (as defined below)
relating to purchases from SAREB or offered by a third party investor to the Investment Manager, the Investment
Manager has granted the Anchor Investor with a right of first offer with respect to any Residential Property Investment
undertaken by the Investment Manager (a “Residential Property Co-Investment Opportunity”). In connection with each
Residential Property Co-Investment Opportunity (i) the Investment Manager shall offer to the Anchor Investor Entity the
stake in such investment that would have remained available to the Investment Manager (and not to third parties) after
deducting (a) any stake in such investment that the Company accepts from the Investment Manager and which is offered
to it pursuant to the terms of the Investment Manager Agreement, and (b) any stake in such investment that the
Investment Manager chooses to retain for itself; and (ii) the Anchor Investor Entity shall have the right to participate in
the stake offered to it by the Investment Manager (but not less than such stake) in the relevant Residential Property
Investment.
According to the Anchor Investor Subscription Agreement, in any situation where a conflict of interest exists or may
exist, regarding any Residential Property Co-Investment Opportunity between the Company and the Anchor Investor
based on their relationships with the Investment Manager pursuant to the terms of the Investment Manager Agreement
and the Anchor Investor Subscription Agreement, respectively, or otherwise, the relationship between the Company and
the Investment Manager and the Investment Manager’s obligations under the Investment Manager Agreement shall
prevail over the relationship between the Anchor Investor and the Investment Manager and the Investment Manager’s
obligations under the Anchor Investor Subscription Agreement. Therefore, the Company’s first offer or co-investment
rights in connection with any Residential Property Investment under the Investment Manager Agreement may override
any first offer or co-investment rights of the Anchor Investor under the Anchor Investor Subscription Agreement.
Reciprocity obligations of Anchor Investor and right of first offer of Investment Manager
The Anchor Investor has agreed not to compete, directly or through any member of the Anchor Investor Group, with
the Company or the Investment Manager in competitive processes (including offerings for sale or tenure through an
expression of interest, public lot draws, public auctions, requests for offers to purchase or requests for proposals) in
respect of Commercial Property Investments and Residential Property Investments in Spain, but rather partner with the
Company and the Investment Manager, as applicable, subject to certain exceptions if the Anchor Investor believes in
good faith that a co-investment with the Company or the Investment Manager is impossible or inadvisable.
In addition, the Anchor Investor has agreed to provide the Investment Manager with a right of first offer to
participate together with the Anchor Investor or an Anchor Investor Entity in any co-investment opportunity in respect of
any Commercial Property Investment or Residential Property Investment (in each case only where management services
of the type set out in the Investment Manager Agreement are expected to be provided in relation to such opportunity)
which is being considered by the Anchor Investor Group in Spain (an “Anchor Investor Co-Investment Opportunity”).
59
29311849_27.docx

The Anchor Investor has acknowledged and agreed that the Investment Manager may be required to offer all or part of
the participation in any such Anchor Investor Co-Investment Opportunity to the Company pursuant to the terms of the
Investment Manager Agreement, in which case the Company shall also have the right to participate in such investment
opportunity in accordance with the terms of the Anchor Investor Subscription Agreement. In connection with each
Anchor Investor Co-Investment Opportunity, the Anchor Investor shall offer to the Investment Manager the stake in
respect of which it is seeking a co-investor, subject to certain exceptions if the Anchor Investor believes in good faith that
a co-investment with the Investment Manager or the Company (if applicable) is not possible or not advisable. There is no
requirement that any co-investment opportunity offered by the Anchor Investor to the Investment Manager will be
consistent with the Investment Strategy of the Company.
5.

INVESTMENT POLICY AND STRATEGY

The Company intends to source new investment opportunities primarily through the Management Team’s extensive
network of relationships within the Spanish commercial property market which include the corporate and private
landlords, brokers, all major domestic banks and SAREB. The Management Team intends to focus on creating both
sustainable income and strong capital returns for the Company with a target average total Shareholder Return Rate in
excess of 12% annually when the Net Proceeds are fully invested. 2
The Management Team believes that there is an opportunity to build up a high quality portfolio of commercial real
estate assets with strong income and added value characteristics.
5.1 Investment Criteria and Property Characteristics
In carrying out their functions under the Investment Manager Agreement, the Investment Manager and the members
of the Management Team must follow certain investment and leverage criteria and the Investment Strategy, with the aim
to focus their investment decisions on the acquisition of primarily commercial properties in Spain which preferably
require an active asset management and fit within the Company’s purpose of creating a real estate portfolio capable of
paying dividends in line with the applicable Spanish SOCIMI Regime requirements, and generate capital returns for the
Company’s shareholders.
Pursuant to the Investment Manager Agreement, the Total GAV of the Company will be distributed as follows
(measured as at the time investments are made): (a) over 80% of the Total GAV must be invested in Commercial
Property; and (b) up to but less than 20% of the Total GAV may be invested in Residential Property.
When investing in Commercial Property, the Investment Manager and the members of the Management Team will
focus on mis-priced assets or assets with active asset management opportunities, for example through repositioning,
rental extension or rental optimisation, and adopt a conservative approach with regard to development opportunities in
the context of the whole portfolio.
When investing in Residential Property, the Investment Manager and the members of the Management Team will
primarily target fully-built assets, in very specialised cases consider assets with a reduced component of development
risk and consider investing in new developments in niche markets with limited supply of first-homes (for example, in
prime neighbourhoods of large cities in which there are limited residential developments).
The Management Team may also consider property development opportunities but currently expects that this will
form a limited component of the overall portfolio since the focus of the Company is on cash flow and active asset
management.
The Company will have the ability to enter into (including at the Investment Manager’s request) a variety of
investment structures, including joint ventures, acquisitions of controlling interests or acquisitions of minority interests
within the parameters stipulated in the Spanish SOCIMI Regime. There is no limit imposed by the Spanish SOCIMI
Regime on the proportion of the Company’s portfolio that may be held through joint ventures. In addition, acquisitions of
assets may be done through any type of agreement and structure, including though the acquisition of non-performing
loans and other types of financial instruments.
When implementing the Company’s Investment Strategy, the Investment Manager will not in any event invest more
than 20% of the Company’s equity capital in a single asset.
2

These are targets only and not profit forecasts. There can be no assurance that these targets can or will be met
and they should not be seen as an indication of the Company’s expected or actual results or returns. Accordingly
investors should not place any reliance on these targets in deciding whether to invest in the Ordinary Shares. In addition,
as noted previously, prior to making any investment decision, prospective investors should carefully consider the risk
factors described in Part II (Risk Factors) of the Prospectus.
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Pursuant to the Spanish SOCIMI Regime, the Company will be required, among other things, to conduct a Property
Rental Business and comply with the following requirements: (i) it must invest at least 80% of its gross asset value in
leasable urban real estate properties, land plots acquired for the development of leasable urban real property to the extent
that development starts within the following three-year period as from acquisition or shares of other SOCIMIs, foreign
entities or subsidiaries engaged in the aforementioned activities with similar distribution requirements, and (ii) at least
80% of its net annual income must derive from rental income and from dividends or capital gains in respect of the
abovementioned assets. The Company will have a two-year grace period from the date of election for the Spanish
SOCIMI Regime by the end of which it must comply with these requirements. In addition, the Company will have a oneyear grace period to cure any non-compliance with these eligibility requirements.
5.2 Investment Sourcing
The Management Team has a track record of securing real estate investments and believes it is well placed to secure
properties which meet the Company’s investment criteria due to its strong track record in commercial and residential real
estate in Spain, its established network to source off-market deals (including as a result of its strong domestic banking
contacts and successful reputation working with third party investors as co-investors and joint venturers, among others)
and as a result of the high visibility that the Company will achieve as a listed vehicle. The Management Team expects to
source deals from competitive auctions, restricted auctions and off-market deals.
It is expected that the Company’s investments will primarily be sourced through a combination of the following core
avenues (of which the Management Team has detailed knowledge):
High net worth individuals and corporations
The Management Team believes that certain high net worth individuals and corporations will seek to divest Spanish
real estate assets in light of increased transaction activity in the market in order to deleverage or to reduce their Spanish
real estate exposure. A number of private investors are increasingly looking to deleverage their own balance sheet. The
Management Team believes that this will likely be a source of opportunities to acquire assets that meet the Company’s
investment criteria.
Banking institutions/receivers/borrowers
The excessive use of leverage in the purchase of Spanish commercial real estate, particularly in the middle part of
the last decade, and the subsequent severe re-pricing in values has resulted in banking institutions that provided credit for
such purchases having significant legacy exposure, both direct and indirect, to Spanish commercial real estate assets.
Many Spanish banks have developed divestment strategies with respect to their legacy exposures to commercial real
estate assets that have not been transferred to the SAREB. Moreover, a number of non-Spanish banks that operate in the
Spanish market are undertaking initiatives to reduce their Spanish real estate exposure. The Management Team believes
that these efforts will result in a number of property acquisition and investment opportunities for the Company. Assets
may become available directly from the banks divesting them, from receivers appointed over the assets, or from
borrowers who are selling under the guidance of the banks or receivers.
Institutional funds
The Management Team believes that certain institutional funds, such as pension funds or life assurance companies,
will seek to divest Spanish real estate assets as liquidity re-emerges in the Spanish real estate investment market in order
to alter the weightings within their respective investment portfolios. The Management Team believes the divestments
may range from small reweighting exercises to outright exit from the Spanish real estate market. The Management Team
believes that this will likely be a source of opportunities to acquire assets that meet the Company’s investment criteria.
SAREB
As one of a number of initiatives taken by the Spanish government to address the serious problems which arose in
Spain’s banking sector as a result of excessive property lending, SAREB was established in November 2012 to acquire
certain assets (mainly, foreclosed real estate assets and loans for real estate development) from distressed financial
institutions (for more information see section 6.1 of this Part VII (Information on the Company)).
The creation of SAREB has been perceived by the local and international investment community as a positive step
towards the recovery of the banking sector. By acquiring foreclosed real estate assets and loans for real estate
development, SAREB has injected liquidity in the market and has improved transparency. In addition, since the
announcement of the creation of SAREB, the deleveraging process of Spanish banks has accelerated. Loan portfolios and
distressed assets, particularly residential units, are coming into the market and, the Company believes, attracting the
attention of local and international investors.
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The Company believes that SAREB will sell at a discount finished real estate assets, projects under development,
land for development and loans secured by real estate to national and international investors.
The Company expects that SAREB will be a source mainly for minority investments in residential joint ventures.
Private equity investors
The Management Team believes that private equity investors will also seek to divest Spanish real estate assets in
light of the increase in transaction activity in the market in order to alter the weightings within their respective
investment portfolios. The Management Team believes that these efforts will result in a number of property acquisition
and investment opportunities for the Company.
5.3 Portfolio Approach
The Management Team intends to implement a thorough and disciplined approach to asset acquisition and
management with a view to managing the risk profile of income streams and in-depth underwriting of each capital
expenditure plan (including rigorous analysis of tenant financial strength).
The intention of the Management Team is, where appropriate, to improve income profiles and add value to the
Company’s property portfolio through asset management techniques which include:
•

Renegotiating or surrendering leases;

•

Improving lease lengths and tenant profile;

•

Undertaking physical improvements where considered appropriate;

•

Improving layouts and space efficiency of specific assets;

•

Changing the tenant mix of certain properties;

•

Maintaining dialogue with tenants to assess their requirements;

•

Taking advantage of planning opportunities where appropriate;

•

Repositioning and upgrading assets; and

•

Selective development.

5.4 Investment Funding
Pursuant to the Investment Manager Agreement, when implementing the Company’s Investment Strategy, the
Investment Manager and the members of the Management Team will seek to use leverage over the long-term and will
consider using hedging where appropriate to mitigate interest rate risk, subject to the following principles:
(a)

The target of the Company is that total leverage, represented by the Company’s aggregate borrowings (net
of cash) as a percentage of the most recent Total GAV of the Company, will be up to 50%.
Notwithstanding the foregoing, the Board of Directors, including at the proposal of the Investment
Manager, may modify the Company’s leverage policy (including the level of leverage) from time to time in
light of then-current economic conditions, the relative costs of debt and equity capital, the fair value of the
Company’s assets, growth and acquisition opportunities or other factors it deems appropriate.

(b)

Debt financing for acquisitions will be assessed on a deal-by-deal basis initially with reference to the
capacity of the Company to support leverage.

(c)

Debt on development properties will be, to the extent possible, ring-fenced in order to exclude recourse to
other assets of the Company. The policy of the Company will not contemplate incorporating special
purpose vehicles for investments in non-development properties as a general rule.

The Investment Manager has undertaken that the Company will not enter into a general financing facility to fund
acquisitions before Admission. In addition, the Investment Manager has undertaken, as a general rule and unless the
nature of the investment advises otherwise, to carry out investments using proceeds from the Issue and any other issue of
the Company’s Ordinary Shares. When necessary, debt may be raised in line with the leverage criteria described above.
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6.

SPANISH COMMERCIAL REAL ESTATE MARKET AND ECONOMY

6.1 Spanish Commercial Real Estate Market
The impact of the international credit crisis, the European sovereign debt crisis and the domestic economic crisis
since 2007 on the Spanish property market has been considerable, leading to a strong cyclical downturn and structural repricing of real estate assets. Since peaking in 2007, the Spanish commercial property market has seen a severe decline in
the value of real estate assets, with the capital values of industrial, office and retail assets falling by approximately
42.2%, 32.1% and 28.2%, respectively, from 2007 to 2012 (Source: Datastream). Rental levels have also adjusted
sharply since 2007. The average rent price per square metre of an office in Madrid and Barcelona has decreased by
31.9% and 29.0%, respectively, from the third quarter of 2007 to the third quarter of 2013. The pricing adjustment has
even been more abrupt with respect to shopping centres. The average rent price per square metre of a prime shopping
centre in Madrid and Barcelona has decreased by 66.2% and 60.1%, respectively, from the third quarter of 2007 to the
third quarter of 2013 (Source: Cushman & Wakefield European Marketbeat Snapshots, Knight Frank, 2012 and 2013).
Real estate transaction activity has also been significantly and adversely affected by the economic downturn, with
commercial investment volumes dropping from almost €10 billion in 2007 to about €2.2 billion in 2012 (Source: Savills
World Research European Commercial April 2013). Since the onset of the credit crisis in mid-2007, the number of banks
advancing new loans for the purchase of Spanish commercial property has fallen substantially and that decline, together
with a tightening of lending policies by financial institutions, has resulted in a significant contraction in the amount of
debt available to fund real estate investments. The leverage ratios at which banks will make new loans have reduced,
margins charged for borrowing have increased, and banks have become more stringent in determining which borrowers
they will deal with.
From 2008 to 2012, the Spanish commercial real estate market contracted in volume terms to the point that deal
activity consisted of a limited number of relatively small scale transactions each year and there was no longer a fully
functioning investment market. This was due to a number of factors including an overhang of excess supply, the absence
of bank funding and deleveraging by foreign and domestic banks. Another key factor was the fact that the Spanish
commercial real estate investment market was historically dominated by domestic participants who by the start of the
credit crisis were holding a substantial amount of highly leveraged syndicated real estate investments. As asset values
declined, the equity value within a vast number of those investments was eliminated, creating unsustainable leverage
ratios and consequently leaving debt providers with significant exposure to impaired loans secured against commercial
real estate assets. This ultimately led to the transfer of a significant portion of the Spanish banking system’s real estate
exposure to SAREB.
SAREB was established in November 2012 as one of a number of initiatives taken by the Spanish State to address
the serious problems that arose in Spain’s banking sector as the result of excessive property lending. Fourteen institutions
participate in the capital of SAREB, including eight Spanish banks (Ibercaja, Bankinter, Unicaja, Cajamar, Caja Laboral,
Banca March, Cecabank and Banco Cooperativo Español), two non-Spanish banks (Deutsche Bank and Barclays) and
four insurers (Mapfre, Mutua Madrileña, Catalana Occidente and Axa). Participation has subsequently increased to
include another six Spanish banks (Santander Group, Caixabank, Banco Sabadell, Banco Popular, Kutxabank and Banco
Caminos) and the Spanish energy company Iberdrola. Insurers Generali, Zurich, Seguros Santa Lucía, Reale, Pelayo
Seguros and Asisa have invested in purchases of subordinated debt from SAREB. Private institutional shareholders own
a 55% stake in SAREB, while the remaining 45% is owned by the Spanish government’s Fund for the Orderly
Restructuring of Banks (Fondo de Reestructuración Ordenada Bancaria) (the “FROB”).
SAREB has acquired (i) foreclosed assets whose net carrying amount exceeds €100,000, (ii) loans/credits to real
estate developers whose net carrying amount exceeds €250,000, calculated at the borrower, rather than the transaction,
level, and (iii) controlling corporate holdings linked to the real estate sector, from banks in Spain that have required
recapitalisation with State aid (BFA-Bankia, Catalunya Banc, Novagalicia Banco and Banco de Valencia) or that are
undergoing a resolution process (Banco Mare Nostrum, CEISS, Caja3 and Liberbank). Assets acquired by SAREB
totalled €51 billion as of February 2013. In exchange for these loans, SAREB issued Spanish government-guaranteed
securities to these institutions. The overall objective of SAREB is the management and orderly divestment of the
portfolio of assets received, maximising their recovery, over a maximum time horizon of 15 years from 2012. In pursuing
its activity, SAREB has to contribute to the restructuring of the financial system, while minimising the use of public
funds and any market distortions it may cause.
Market Recovery
The Management Team believes that there are indications of recovery in the Spanish economy and certain segments
of the Spanish commercial property market. The purchasing managers’ index (PMI) recently signalled a return to growth
in both manufacturing and services sectors, rebounding to 50.8 in December 2013, above the 50 line dividing growth
from contraction. GDP growth has resumed in the second half of 2013, with 0.1% growth in the third quarter and 0.3%
growth in the fourth quarter according to the Spanish National Statistics Institute (INE). Growth is expected to continue
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receiving major impetus from expanding net exports. According to estimates of the International Monetary Fund, GDP
will continue to increase in the coming years and GDP growth is expected to be around 2% in 2018 (Source: IMF Spain: Financial Sector Reform—Fourth Progress Report, November 2013). In addition, consumer confidence in Spain is
improving (with an approximately 89% increase in the Consumer Confidence Index since late mid 2012 (Source: Centro
de Investigaciones Sociológicas (CIS) as of December, 2013)). Moreover, since early November 2013, Fitch Ratings,
Standard & Poor’s Ratings Services and Moody’s Investors Service have raised Spain’s outlook from “negative” to
“stable”. The latter of them did so on 4 December 2013 citing “evidence of a sustained rebalancing” in Spain’s economy.
Finally, yields on Spanish bonds have dropped, an indication that investors view Spain as a more attractive investment
destination. Yields on 10-year Spanish sovereign debt crept down, after peaking to above 7.50% in July 2012, from
5.03% on 14 January 2013 to 3.82% as of 14 January 2014 (Source: Bloomberg).
The retail commercial real estate sector has seen increases in and has overtaken the office sector in Spain in terms of
overall investment volume in 2013. It accounted for in excess of 93% of investment volume in the third quarter (Source:
DTZ Investment Market Update Spain Q3 2013). Retail market investment reached trading volumes totalling €346
million in the third quarter of 2013, significantly higher than the €46 million recorded the previous quarter and the €17
million in the same period in 2012. Office investment volumes were at €48 million in the third quarter of 2013, down
from the €367 million the previous quarter. However, the Company believes there is growing interest from investors in
large debt portfolios and opportunities that offer redevelopment potential, especially in city centre locations. As a result,
investment activity is expected to increase in 2014 (Source: Cushman & Wakefield Marketbeat Office Snapshot Q3
2013).
There have also been signs of improvements in certain parts of the occupier markets. The office vacancy rate in
Madrid has remained relatively high, but stable, in 2013 at 11%. This was supported to some extent by a lack of new
development, with only one new office development expected to be completed during 2013 in Madrid (Source: Knight
Frank Spain Commercial Property Market Review 1H 2013). Take-up increased by more than 60% in the first half of
2013 (reaching 197,000 sqm), but it was largely due to three large-scale leasing transactions (involving Vodafone, Iberia
and Agencia EFE). Without taking into account those three deals, the first half of 2013 would have been similar to the
first half of 2012 (Source: Knight Frank Spain Commercial Property Market Review 1H 2013). Office rents began to
stabilise in the first three quarters of 2013 following continuous decline from a peak in 2007 (Source: Cushman &
Wakefield European Marketbeat Snapshots, CBRE). Net yields in the Madrid office market have increased from 4.75%
in the second quarter of 2007, and have stabilised at about 7.25% since the second quarter of 2012 (Source: Cushman &
Wakefield European Marketbeat Snapshots, CBRE).
In the Madrid industrial and logistics market, take-up reached nearly 190,000 sqm in the first half of 2013. The
market activity is not expected by the Company to change significantly in the near term in light of the subdued state of
the overall economy, and relocations and space rationalization will continue to primarily drive the market. Falling land
values have reached prices ranging from €90-220 per sqm (Source: Knight Frank Spain Commercial Property Market
Review 1H 2013). Prime yields for logistical assets in Madrid were stable in the third quarter of 2013 at 8.25% (Source:
Cushman & Wakefield Research Snapshot Q3 2013).
The sentiment in the Spanish retail real estate market is however largely subdued, and is affected by weak but
improving consumer sentiment and continued high unemployment rates. However, the improving customer sentiment,
coupled with low inflation levels, could increase spending in the near term and could result in growth in 2014 (Source:
Cushman & Wakefield Research Snapshot Q2 and Q3 2013).
The year 2012 saw the weakest overall investment volume since the onset of the crisis. Although investment remains
low, year-on-year investment for the first three quarters of 2013 is up 66%. While this is not a return to pre-crisis levels,
it is an important signal of the return of interest and capital to the Spanish market. The Company believes that investor
confidence is increasing and a new and diversified group of investors are starting to make acquisitions in the market. As
the economic situation stabilises, there is a growing consensus that the Spanish property market has bottomed out, in turn
attracting more foreign investors and channelling investment towards offices, retail and industrial assets. Foreign
investment has grown in importance in the market during the economic crisis, almost doubling in percentage terms from
35% in the pre-crisis 2002-2007 period to 60% in the 2008-2013 period, as numerous domestic investors ceased
investment activities. In the third quarter of 2013, foreign investment as a percentage of total investment volume rose to
72% (Source: DTZ Research Spain Q3).
Against this market background, the Management Team believes that prospects for negotiating attractive investment
opportunities should be significant for investors such as the Company with readily available resources for acquisitions
and the ability to source deals both from distressed and more conventional sellers. The Company believes that the market
is at a stage in the cycle where there are positive gaps between investment yields and borrowing costs enabling attractive
risk adjusted returns to be generated in an environment of relatively modest leverage. The Management Team believes
that investment opportunities with value levels which reflect the extent of the economic contraction in Spain can now be
accessed as liquidity finally re-emerges in the investment market. It also believes that following the completion of the
Issue and Admission, the Company, as a strongly capitalised investor, will be well placed to invest in assets which
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require a high level of active management, within a sector that has been deprived of both intensive asset management and
capital over the past five years.
6.2 The Spanish Economy
The global financial crisis and the EU credit crisis have had a severe impact on the economy in Spain. Throughout
Spain, as in other markets, there have been dramatic declines in the housing market, with falling home prices and
increasing foreclosures, high levels of unemployment and underemployment, and reduced earnings or, in some cases
losses, for businesses across many industries, and reduced investments.
During 2012, the sovereign debt crisis in the Eurozone continued to be the central focus of the global economy.
While the Eurozone focused on strengthening the economic and fiscal governance of its Member States and introducing
financial aid mechanisms, there has been continued instability in European financial sectors. During the first half of
2012, the European sovereign debt crisis worsened and its impact on Spain and certain other countries such as Greece
and Italy was particularly damaging. The instability of the situation led to fragmentation of the capital markets and
threatened the very existence of the single currency.
The actions taken by European and Spanish authorities starting in mid-2012 contributed to a clear improvement in
the European financial markets. First, the European Central Bank stated that it would undertake all necessary measures to
preserve the euro and announced a program of unlimited purchases of European sovereign debt in the secondary markets
subject to certain conditions. Second, European authorities showed a political willingness to implement programs to
strengthen European banking institutions and, in particular, the establishment of a banking union. Lastly, in Spain, the
national authorities requested external financial assistance in late June 2012 in order to recapitalize the Spanish banking
sector. The agreed program provided financing of up to €100 billion was stipulated in a Memorandum of Understanding.
Since the inception of this program, the European authorities have disbursed a total of €41 billion for the restructuring of
Spain’s banking sector. The combination of these initiatives has contributed to a normalization of the financial markets,
as well as a gradual reversion of the fragmentation process in the banking sector that continued in the first half of 2013.
In the current environment, the Spanish economy has remained weak in large part due to the subdued domestic
demand. Domestic demand has been hampered by factors such as the restrictive character of Spain’s national fiscal and
public spending policies and the deterioration of the labour market. Since 2010, Spain’s government has adopted a
number of fiscal consolidation and structural reforms, including reforms relating to the pension system and labour laws,
and has implemented the reinforcement plan (Plan de Reforzamiento) to strengthen the financial sector. Despite these
reform efforts, GDP receded by -1.6% in 2012 after having remained flat in 2011 (+0.1%). Economic activity has also
been adversely affected by onerous financing conditions. However, in the first half of 2013, the economy moderated its
rate of contraction with the GDP experiencing a negative growth rate of -0.1% in the second quarter. The second half of
2013 has shown positive growth, with 0.1% GDP growth in the third quarter accelerating to 0.3% in the fourth quarter.
As for the labour market, the elevated unemployment rate (25.98% in the third quarter of 2013) is a reflection of
successive quarters of economic weakness. Nonetheless, the trend has been positive with three straight months of decline
in registered jobless numbers, including a 108,000 drop in December 2013. Based on this data, the Ministry of Economy
has improved its forecast of unemployment, with an expected unemployment rate of 25.0% for 2014 compared with its
prior forecast of 25.9%. In addition, the country has registered a rapid reversal of its current account deficit and a positive
adjustment of its investment in real estate. In spite of the macroeconomic weakness, Spain has reduced its fiscal deficit
from 11.2% of GDP in 2009 to around 7.0% in 2012 (excluding bank recapitalization measures). The European
Commission has substantially reduced the fiscal consolidation objectives required of Spain in the coming years, and the
public deficit goal for 2013 now stands at 6.5% of GDP.
In 2013, the government announced in the National Reform Program a timeframe to implement measures aimed at
improving competition in the services sector, facilitating the ease of doing business, correcting the main deficiencies of
the education system, proving for the sustainability of the public pension system and improving both the transparency
and efficiency of the public administration, among others. Tangible advances in some of these areas have already taken
place, such as a draft law for the establishment of an independent fiscal authority, the adoption of a law for the
improvement in the quality of education and the publication of an independent report analysing measures to provide for
the sustainability of the public pension system.
7.

FINANCING STRATEGY

7.1 Proceeds of the Issue
The Company’s principal use of the Net Proceeds of the Issue will be to fund future real estate investments as well
as to fund the Company’s operating expenses consistent with the investment policy of the Company disclosed at section
5 of this Part VII (Information on the Company). The Company expects to have fully invested the Net Proceeds of the
Issue in the period ranging from the 18th month to the 24th month following Admission.
65
29311849_27.docx

Following Admission and in addition to using cash to make acquisitions and distributions to shareholders, the
Company will incur operating expenses that will need to be funded. Initially, the Company expects these expenses will
be principally funded through the Net Proceeds of the Issue. In addition to the Investment Manager’s fees under the
Investment Manager Agreement such operating expenses include (i) acquisition costs and expenses (such as due
diligence costs, legal costs and taxes); (ii) costs in connection with any debt financings; (iii) non-executive Director’s
fees and audit fees; (iv) office lease and annual and semi-annual valuations of the Company’s property portfolio; and (v)
other operational costs and expenses. As the investment portfolio grows, the Company expects that the Company’s
operating expenses, including the payment of interest on its borrowings and transaction related costs, will be paid with
income generated from the Company’s investment portfolio and surplus cash. The Company expects that the annualised
running costs of the Company, once fully invested, will consist of approximately €4.5 million per annum of Base Fee and
approximately €1 million of other costs not related to the Investment Manager, including Board of Director’s
remuneration, auditing costs, valuation costs, legal and tax advice expenses and property management expenses. This
may increase if the Company incurs unexpected costs to comply with AIFMD, if applicable. In addition, if certain
requirements are met, a Performance Fee will be paid to the Investment Manager under the Investment Manager
Agreement. If applicable, the Performance Fee will be paid in cash and, subject to certain limited exceptions, the
Investment Manager must use the Performance Fee due to it (after deduction of corporate income tax and any other taxes
applicable thereto) to subscribe for Performance Fee Shares (or, at the Company’s choice, to acquire them from the
Company). Any such payment will not be considered net proceeds of any issues of Ordinary Shares for purposes of
calculating Shareholder Return. For more information on the management fee, see section 11.1 of Part XIV (Additional
Information).
7.2 Borrowings
The Company may choose to finance a portion of certain acquisitions with debt financing (initially, mainly through
secured mortgages, and in the future, through the issuance of debt and convertible debt securities or other liability
financings that may be available to the Company). The Company and the Management Team intend to determine the
appropriate level of borrowings on a deal specific basis.
Pursuant to the Investment Manager Agreement, when implementing the Company’s Investment Strategy, the
Investment Manager and the members of the Management Team will seek to use leverage over the long-term and will
consider using hedging where appropriate to mitigate interest rate risk, subject to the following principles:
(a)

The target of the Company is that total leverage, represented by the Company’s aggregate borrowings (net
of cash) as a percentage of the most recent Total GAV of the Company, will be up to 50%.
Notwithstanding the foregoing, the Board of Directors, including at the proposal of the Investment
Manager, may modify the Company’s leverage policy (including the level of leverage) from time to time in
light of then-current economic conditions, the relative costs of debt and equity capital, the fair value of the
Company’s assets, growth and acquisition opportunities or other factors it deems appropriate.

(b)

Debt financing for acquisitions will be assessed on a deal-by-deal basis initially with reference to the
capacity of the Company to support leverage.

(c)

Debt on development properties will be, to the extent possible, ring-fenced in order to exclude recourse to
other assets of the Company. The policy of the Company will not contemplate incorporating special
purpose vehicles for investments in non-development properties as a general rule.

The Investment Manager has undertaken that the Company will not enter into a general financing facility to fund
acquisitions before Admission. In addition, the Investment Manager has undertaken, as a general rule and unless the
nature of the investment advises otherwise, to carry out investments using proceeds from the Issue and any other issue of
the Company’s Ordinary Shares. When necessary, debt may be raised in line with the leverage criteria described above.
7.3 Other Sources of Finance
As substantially all of the cash raised pursuant to the Issue will be used in connection with the Company’s
acquisitions of property, the Company’s future liquidity will depend primarily on: (i) the collection of rents from its
investment portfolio; (ii) the timing of the sale of the properties and property-holding entities it acquires; (iii) the
Company’s management of available cash; and (iv) the use of borrowings to fund acquisitions and, if necessary, to fund
short-term liquidity needs. The Company may also use further equity offerings or consideration in the form of equity to
finance the growth of its investment portfolio.
Notwithstanding the foregoing, when implementing the Company’s Investment Strategy, the Investment Manager
has undertaken, as a general rule and unless the nature of the investment advises otherwise, to carry out investments
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using proceeds from the Issue and any other issue of the Company’s Ordinary Shares. When necessary, debt may be
raised in line with the leverage criteria described above.
8.

VALUATION POLICY

The EPRA NAV of the Company will be calculated semi-annually and will be communicated at the time of
publication of the Company’s interim and annual financial results through the publication of a significant information
announcement (Hecho Relevante).
For purposes of the Investment Manager Agreement, “EPRA NAV” is the net asset value of the Company adjusted
to include properties and other investment interests at fair value and to exclude certain items not expected to crystallise in
a long-term investment property business in accordance with guidelines issued by the European Public Real Estate
Association (August 2011 version only, unless otherwise agreed between the Company and the Investment Manager).
The EPRA NAV of the Company will be based on the Company’s real estate assets most recent valuation, and
calculated in accordance with IFRS-EU. Valuations of the Company’s real estate assets will be made (i) as at 30 June
in each year through an external desktop valuation (i.e., a limited valuation which does not involve a physical inspection
of property and which is intended to update the previous 31 December valuation incorporating significant changes that
may have taken place in the market conditions and/or within the relevant assets (i.e., leases, capital expenditures
investments or legal liabilities)) and (ii) as at 31 December in each year through a physical valuation, in both cases
performed by a suitable qualified RICS accredited appraiser to be appointed by the Audit and Control Committee. The
first external valuation is expected to take place on 31 December 2014 (assuming the acquisition of at least one property
by that date). Valuations of the Company’s real estate assets will be made in accordance with the appropriate sections of
the RICS Red Book at the date of valuation. This is an internationally accepted basis of real estate valuation.
9.

TREASURY POLICY

The Company will carry out a treasury policy designed to ensure capital preservation. Accordingly, the Company
will seek to generate positive and steady rates of return with limited risk exposure. In particular, the Company will focus
on highly liquid financial products where any early cancelation would result in no or a limited penalty.
The Company also intends to hedge, totally or partially, its interest rate exposure through the use of forward
contracts, options, swaps or other forms of derivative instruments.
10. DIVIDEND POLICY
The Company intends to maintain a dividend policy which has due regard to sustainable levels of dividend
distribution and reflects the Company’s view on the outlook for sustainable recurring earnings. The Company will not
create reserves that are not available for distribution to its shareholders other than those required by law. The Company
intends to pay dividends when the Board considers it appropriate. However, under the Spanish SOCIMI Regime, the
Company will be required to adopt resolutions for the distribution of dividends, after fulfilling any relevant Spanish
Companies Act requirement, to shareholders annually within the six months following the closing of the fiscal year of: (i)
at least 50% of the profits derived from the transfer of real estate properties and shares in Qualifying Subsidiaries and
real estate collective investment funds; provided that the remaining profits must be reinvested in other real estate
properties or participations within a maximum period of three years from the date of the transfer or, if not, 100% of the
profits must be distributed as dividends once such period has elapsed; (ii) 100% of the profits derived from dividends
paid by Qualifying Subsidiaries and real estate collective investment funds; and (iii) at least 80% of all other profits
obtained (i.e., profits derived from ancillary activities). If the relevant dividend distribution resolution is not adopted in a
timely manner, the Company would lose its SOCIMI status in respect of the year to which the dividends relate.
Only those shareholders that are registered in the clearance and settlement system managed by Iberclear at 23:59
hours (Madrid time) of the day of approval of a dividend distribution will be entitled to benefit from such dividend
distribution. Dividends will be received in respect of the Ordinary Shares owned at such time. Unless otherwise agreed
by the Shareholders’ Meeting or the Board, the By-Laws provide that the payment date will take place 30 days after the
dividend distribution is approved.
The record date criteria referred to above intends to allow the Company to timely identify Substantial Shareholders
before having to make a dividend distribution to them. According to the By-Laws, any shareholder must give notice to
the Company’s Board of Directors of any acquisition of Ordinary Shares which results in such shareholder reaching a
stake in the Company equal or higher to 5% of its share capital. If a dividend payment is made to a Substantial
Shareholder, the Company will be entitled to deduct an amount equivalent to the tax expenses incurred by the Company
on such dividend payment from the amount to be paid to such Substantial Shareholder. See section 6 of Part XIV
(Additional Information) for additional information.
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11. STRUCTURE AS A SPANISH SOCIMI
The Company has elected to be a Spanish SOCIMI and has notified such election to the Spanish tax authorities by
means of the required filing. As a Spanish SOCIMI, the Company will have a tax efficient corporate structure with the
consequences for shareholders described in Part XII (Spanish SOCIMI Regime and Taxation Information). Provided
certain conditions and tests are satisfied, as a Spanish SOCIMI, the Company will not pay Spanish corporate taxes on the
profits deriving from its activities. These conditions and tests are discussed in Part XII (Spanish SOCIMI Regime and
Taxation Information).
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PART VIII: GRUPO LAR AND THE INVESTMENT MANAGER AGREEMENT
1.

GRUPO LAR

1.1 Overview
The Company will, pursuant to the Investment Manager Agreement, be managed by Grupo Lar, which is 83%owned and effectively controlled by the Pereda Family, and operated by a team of property and finance professionals
who between them have extensive experience in Spanish real estate and a strong track record of having successfully
created value for shareholders and which includes the members of the Management Team. Through the Investment
Manager, the Company will have access to the asset management operation of Grupo Lar which, together with Gentalia
(in which Grupo Lar currently holds a 50% participation), includes almost 193 full time property, financial and support
staff members (of which 129 are located in Spain).
Grupo Lar was incorporated in Spain in 1985 under the Spanish Companies Act as a public limited company (a
sociedad anónima or S.A.). Grupo Lar is domiciled in Spain and its registered office and principal place of business is at
Rosario Pino 14-16, 28020 Madrid, Spain.
Organizational structure of Grupo Lar
Grupo Lar has a broad organisational structure which relies mostly on independent country structures. Mr. Miguel
Pereda heads the European platform and Mr. Miguel Amo is the head of the Latin American platform. There are
individual teams in each major Latin American country where Grupo Lar operates, which report to the relevant country
heads. There is also a team in charge of handling Central and Eastern Europe investments. In addition, there is a
centralised support team which provides human resources, accounting and IT services.
The Spanish platform is divided by sub-sectors, with a separate team for residential, shopping centres and offices.
The below chart shows the organizational structure of Grupo Lar in Spain.

Mr. Miguel Pereda
CEO
Europe

Total SPAIN: 129 people1
Total GL: 34 people
Total Gentalia: 95 people

Mr. Jorge Pérez de Leza
MD Europe
Head of Spain

Mr. Ignacio Ocejo
Head of Residential
First and Secondary
Homes

Mr. Gonzalo
del Río
Technical Director

Mr. Enrique Feduchy
Head of Shopping
Centers

Mrs. Sonia Dïaz
Operations

Team of 1

Mr. Oscar Fuster
Head of Asset
Management

Maribel Bernal
Commercial Coord.

Mr. Alberto Alonso
Asset Management

Carmen Martínez
Operations Coord . Centre

Property
Management
Team of 3

Mandy Garcia
Operations Coord. Catalonia
TBH
Operations Coord. Galicia

Corporate Services
Team of 10

Mr. Borja Tejada
CFO

Mr. Arturo Perales
Head of Offices

Mr. Manuel Holgado
Analysis –
Aquisitions/DD

Lar España

Team of 2 – TBH

Analyst

TBH
Corporate
Director
Mr. Jon Armentia
Control and
Reporting

Mrs. Nelida Suarez
Accounting and
Admin

Controller

Admin
Team of 3

Mr. Sergio
Criado
CFO

Mrs. Marta Riaño
Treasury

Source: Grupo Lar
1

As of 31 December 2013.

The Spanish platform, except for the Spanish offices team, is headed by Mr. Jorge Pérez de Leza. The platform is
organised in the following sub-sectors: residential, shopping centres and offices. Each sub-sector has staff with skills
relating to asset management and operations, as applicable. The Spanish offices sub-sector is in the process of being
expanded.
In addition to the three sub-sectors referred to above, there is a specialised team which provides corporate services to
the rest of the units, with skills in accounting, treasury, legal and other administrative services.
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The Spanish platform also includes personnel who have been appointed for specific projects to ensure that all
necessary skill sets are available within the company.
Gentalia
The below chart shows the organizational structure of Gentalia.
Total: 95 people1
Sonsoles Cantero
Managing Director

Patricia Matías
Commercial and Sales
Director

Jesús Ruiz-capillas
Operations Director

Legal
Assistant

Marketing Shopping
Centers

Regional Director
South East

Regional Director
North

Shopping centre
managers

Shopping centre
managers

Deputy Managers
Marketing
Admin
General Services

Deputy Managers
Marketing
Admin
General Services

Rental Management

CFO

Corporate Marketing

Deputy Commercial
and Sales Director

Admin

Reception

Commercial Design

Director
Back Office

Commercial and
Sales Team

Source: Grupo Lar as of 31 December 2013.

Gentalia is the property management company currently 50%-owned by Grupo Lar. Its commercial and sales team is
responsible for interacting with the tenants of properties under management and the drafting of key terms of property
management agreements, among others. They are also responsible for Gentalia’s business development. The operations
team deals with the execution of the property management services, which includes having a dedicated managers at
shopping centres. In addition, the operations team is responsible for local promotion.
Gentalia is one of the largest shopping centre management companies in Spain, with 46 shopping centres under
management. The Company believes that its high degree of interaction with tenants of properties under management and
its valuable experience with tenant relationships provides it with a competitive advantage.
1.2 The Management Team
The Management Team will lead the Company through the Investment Manager and is led by Mr. Luis Pereda and
Mr. Miguel Pereda and comprised of six members.
Brief biographical details of the members of the Management Team are as follows:
Mr. Luis Pereda
Mr. Luis Pereda is the Executive Chairman of Grupo Lar and has served as a Co-CEO of Grupo Lar since 1994.
Prior to joining Grupo Lar, Mr. Luis Pereda was Deputy General Director of Banque Nationale de Paris in Paris from
1981 to 1983. Mr. Luis Pereda holds a Law BD degree and Economic Sciences BA degree (Major in Econometrics) from
the Complutense University in Madrid, and an MBA from IESE, the graduate business school of the University of
Navarra. He continued his studies at the Massachusetts Institute of Technology in Boston, and completed the Advanced
Management Program at Harvard Business School. He is also a Professor of Management at the Instituto de Empresa in
Madrid, Advisor to the Board of Grupo Barceló and Member of the Advisory Board of GED Fund Management.
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Mr. Miguel Pereda
Mr. Pereda has a long executive career, of over 25 years, in the real estate sector. Mr. Pereda was appointed Co-CEO
of Grupo Lar in 2007. He was previously the CEO of Grupo Lar Grosvenor for six years. Mr. Pereda has a Business
degree from Complutense University, an MBA from IE (Madrid) and a Master for Senior Executives from IMD.
Mr. Jorge Pérez de Leza
Mr. Jorge Pérez de Leza has been Managing Director of Europe of Grupo Lar since 2005. Previously, he worked as a
consultant for more than five years at Boston Consulting Group. Mr. Jorge Pérez de Leza has over nine years of
experience in the sector. Mr. Jorge Pérez de Leza has an Engineering degree from ICAI and an MBA from Harvard
University.
Mr. Enrique Feduchy
Mr. Enrique Feduchy is the Shopping centres Asset Management Director at Grupo Lar since 1998, and since 2008
he is also the Director of Shopping Centre Development. Prior to joining Grupo Lar, he was Investment Director of
Continental Grain Company N.Y. in Spain, a company dedicated to the trade of cereals and seeds. He has also been
Director of Marcultura S.A., Director of Cile S.A., a company focused on the import and export of food products, and
Investment Director of the retail business of Transáfrica, S.A. Mr. Enrique Feduchy has an Engineering degree from
ETSIA (Escuela Superior de Ingenieros Agrónomos de Madrid). He has more than 20 years of experience in commercial
real estate, focusing on retail assets.
Mr. Ignacio Ocejo
Mr. Ignacio Ocejo joined Grupo Lar in 2002 as Regional Director for Andalusia, and in 2005 he became the
Managing Director for the Residential, Industrial and Office businesses in Spain and Portugal. He has been actively
involved in the purchase, development, management and sale functions for a wide range of projects across Spain and
Portugal over these years. Prior to joining Grupo Lar, Mr. Ignacio Ocejo was Managing Director of Minex, a mining
company until 1992, and head of Land Acquisitions for Interamericana Electrónica until 1994. He then joined
Metrovacesa, a leading Spanish real estate company, where he held different positions over a nine-year period. Mr.
Ignacio Ocejo has an Economics degree from Universidad Complutense and he has more than 22 years of experience in
real estate, focusing on residential, industrial and office assets.
Mr. Arturo Perales
Mr. Perales started his career in real estate following six years in an advertising company, where he held positions in
the Treasury and Accounting department. He then joined Knight Frank in 1995, where he spent six years in the office
department, being responsible for the leasing of over 60.000 sqm of GLA during that period. Later he joined Atis Realas
as the head of the Office Agency, managing a team of eight, dealing with tenants and owners and preparing market
information reports. He then became the Director of Office Development at Lar Grosvenor, where he identified,
purchased and developed opportunities in Madrid and Barcelona until 2007. Since then, and until his recent return to
Grupo Lar, Mr. Perales has held positions as Director of Asset Management at two prominent Family Offices in Spain,
focusing on real estate assets held by such family offices.
Mr. Perales studied Business Administration at Universidad Complutense, and he has more than 19 years of
experience in Real Estate, focusing primarily on offices.
1.3 Track Record
The track record of the Management Team is concentrated principally within Grupo Lar.
Grupo Lar
Grupo Lar was originally formed in 1985 in Madrid and is currently one of the biggest property companies in Spain
with 29 years of experience in the sector and with a presence in eight countries: Spain, Mexico, Brazil, Germany, Poland,
Romania, Colombia and Peru. It has a diversified real estate business, which includes asset management, investment,
development and property management in commercial and residential real estate.
As of 31 December 2013, Grupo Lar’s consolidated portfolio comprised approximately €1.6 billion of assets under
management (taking into account, in connection with residential property, a portfolio valuation as finished product
(except for plots with a disposal strategy) as of 31 December 2013 and, in connection with shopping centres, the last
available valuations provided by third parties and the “all in cost” method for centres under development).
Approximately 18% of these assets were located in Spain. The Grupo Lar team (including Gentalia) comprises 193 full
time property, financial and support staff of which 129 are located in Spain. In addition, Grupo Lar currently has a 50%
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participation in Gentalia, one of the leading companies in Spain in shopping centre property management. Gentalia
provides consultancy, asset management, leasing and day-to-day management services to shopping centres. It currently
manages 46 shopping centres in Spain, with a gross leasable area of over 1,310,000 sqm, and has a staff of 95 persons.
Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of the
Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family and, therefore,
shareholders of the Investment Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are, respectively, the
Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s Board. The
remaining approximately 17% is indirectly owned by the Morgan Stanley Real Estate Special Situations Fund III, L.P.,
which is sub-advised by Proprium Capital Partners, LLC, a Delaware limited liability company.
For illustrative purposes, outlined below are certain of the projects in which Grupo Lar has been involved.
Prospective investors should not consider such information to be indicative of the possible future performance of the
Company or any investment opportunity to which this Prospectus relates. Past performance of Grupo Lar and members
of the Management Team is not a reliable indicator of, and cannot be relied upon as a guide to, the future performance of
the Company or the Investment Manager. See “Important Note Regarding Performance Date” in Part VI (Important
Information) of this Prospectus.
Project Parque Principado (Retail)
Parque Principado is a prime regional out-of-town shopping centre with a gross leasable area of 75,542 sqm located
in Pola de Siero in Asturias (Spain). For the purposes of acquiring and managing the asset, Grupo Lar entered into a joint
venture with Whitehall funds managed by Goldman Sachs. In 1998, both investors signed a call option with Eroski in
order to ultimately acquire these assets.
One of the key features of this transaction is that Grupo Lar entered into a forward purchase agreement with the
developer (at a pre-agreed yield), therefore minimising any potential development and construction risk. After exercising
the purchase option, Grupo Lar achieved the stabilization of the asset over the course of the following three years with
extensive tenant management. Once the asset was fully stabilised, it was sold to an institutional investor in 2008 for
approximately €160 million which provided Grupo Lar with a profit of €13 million.
Sarriá Forum Building (Office)
Sarriá-Forum is an office property consisting of two separate buildings, 13 and 7 stories high respectively, located in
the Diagonal-Sarrià business district in Barcelona (Spain). These assets have a gross leasable area of 13,000 sqm. Grupo
Lar structured this deal through a forward purchase agreement.
At that time, given the saturation of the property market in the area, it was thought that this could have been one of
the last office developments in the district. In order to proceed with the acquisition of the asset, Grupo Lar agreed with
the owner of the land and the developer on a forward purchase which led to the initiation of the construction works. On
the back of this agreement, Grupo Lar decided to undertake the full leasing risk of the asset backed by a superior
location; ultimately achieving a successfully lease-up of the building. After achieving this (even before the construction
was completed), Grupo Lar assigned the contract to a German investor, with an increase in the value for such contract of
€16 million, due to the advance in development and successful leasing that had taken place since Grupo Lar signed the
initial forward purchase agreement.
Serrano 55 (Office)
Serrano 55 is an office building, with 5,382 rentable sqm, located in a prime location in Madrid (Spain). Lar
Grosvenor, a 50/50 joint venture between Grupo Lar and Grosvenor, acquired the asset in 1999 at a time when the
demand for offices was starting to pick up at a discounted price. One key aspect of the transaction is that these offices
were actively developed and designed to fully adapt to the tenant’s (Morgan Stanley) requirements. On the back of the
active development of this asset, Grupo Lar and Grosvenor were awarded the first prize by the City of Madrid for the
year’s best office development. Once the asset was developed and fully let on a long-term basis, the asset was sold at a
higher price (€39 million) to a real estate specialized fund in 2003.
Carabanchel (Residential)
Carabanchel is a residential development area in the southwestern suburbs of Madrid. The project in Carabanchel
included 577 residential units totalling 66,956 rentable sqm. Grupo Lar entered into a 50/50 joint venture with a partner
in 1999 in order to develop this area. The development of the residential area was executed in conjunction with the City
of Madrid. As part of this project, Grupo Lar undertook full development of the site from initial design to the
construction and subsequent sale of the residential units.
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Grupo Lar sold the last developed unit in 2006, and in conjunction with the urbanization of the whole residential
development in Carabanchel’s PAU, Grupo Lar received as part of the payment the land plot on which it later developed
a successful shopping centre, Islazul, which it still holds together with a partner.
Project Castellana 280 (Office/Structuring)
Castellana 280 is an office complex consisting of 17,512 rentable sqm and 131 parking slots located in the Northern
area of Madrid, in one of the most ambitious urban developments in Europe (Chamartín project). In 1998, Grupo Lar
entered into a 30/70 partnership with Whitehall Funds managed by Goldman Sachs in order to acquire the office complex
located on Castellana 280 for a total amount of €37 million (€2,100/sqm). The asset was acquired at a discounted pricing
at a time when demand for offices was starting to pick up.
After acquiring the asset, Grupo Lar did an active lease management to increase rents significantly over the course of
the next few years, owing to the strengthening of the market and the well-positioned location of the asset. In addition to
active asset management, a proactive financing strategy allowed for the return of the entire initial equity and for the
enhancement of the return profile by re-leveraging the asset in 2001.
Grupo Lar exited the project in 2004 by selling the asset to Metrovacesa, generating a profit of €8 million.
Grupo Lar has also been involved in projects that have generated lower rates of return than those described above or
losses.
2.

INVESTMENT MANAGER AGREEMENT

Pursuant to the Investment Manager Agreement, which has been executed between the Investment Manager and the
Company and will be ratified by the Board of Directors of the Company upon admission to trading of the Ordinary
Shares on the Spanish Stock Exchanges, the Investment Manager will identify possible property acquisitions for, and
opportunities with a view to investment by, the Company by reference to the Company’s investment policy and strategy
and will be entitled to consult with professional advisors to assist it.
The Investment Manager has full discretionary authority to enter into transactions for and on behalf of the Company,
subject to certain reserved matters which require the consent of the Board of Directors of the Company. Such matters
include, among others, the acquisition or disposal of property investment where the aggregate acquisition cost/gross
proceeds attributed to the Company in respect of such property investment is/are in excess of €30 million (in the case of
income producing property) and entry into, or termination of, leases where the rent referable to the relevant lease is
greater than 10% of the aggregate rental income of the Company. See section 11.1 of Part XIV (Additional Information)
for additional information on the reserved matters which require the consent of the Board of Directors of the Company.
The Investment Manager Agreement has an initial term of five years and thereafter will continue for consecutive
three-year periods, unless terminated by either party in accordance with the terms further described in section 11.1 of Part
XIV (Additional Information). The Investment Manager Agreement is governed by Spanish law.
The Investment Manager has undertaken to subscribe, at the Issue Price, an aggregate of 970,000 Issue Shares,
conditional on the Placing Agreement not having been terminated in accordance with its terms. The Investment Manager
believes its significant cash investment in the Company contributes to the alignment of its interests with those of the
Company’s other shareholders.
For additional information on the Investment Manager Agreement see section 11.1 of Part XIV (Additional
Information).
Management fee and incentives
The Directors have sought to structure appropriate fees and incentive payments payable to the Investment Manager
that provide a balance between incentivisation and alignment with shareholder interests. According to the Investment
Manager Agreement, the Investment Manager will be entitled to receive a Base Fee and a Performance Fee during the
term of the Investment Manager Agreement (with respect to the latter, to the extent it becomes payable in accordance
with the terms of the Investment Manager Agreement). The Investment Manager will also be entitled to additional fees to
be agreed with the Company in respect of the provision of any additional agreed services. To the extent such services are
provided in respect of assets jointly owned by the Company and others, the Company shall only be responsible for the
payment of its pro rata share of the resulting fees. Fees that fall due and payable to the Investment Manager are not
subject to reduction or clawback due to any subsequent decrease that may occur in the EPRA NAV of the Company.
Payment of the Performance Fee is dependent on performance exceeding an annual hurdle and it is also subject to an
annual high-water mark, each as described in greater detail below.
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Base Fee and expenses
The Base Fee will be paid to the Investment Manager monthly in arrears in cash. The Base Fee in respect of each
month will be calculated by reference to 1.25% per annum of the EPRA NAV (excluding net cash (cash minus debt)) as
of the prior December 31. The Base Fee will amount to a minimum of €2 million per annum, excluding VAT and costs,
until the first date on which 50% or more of the Issue’s proceeds (net of costs and expenses incurred by the Company in
respect of the Issue) has been invested by the Company in properties. The EPRA NAV as of 31 December 2013 shall be
deemed to be the Net Proceeds of the Issue.
The Base Fee (together with any applicable VAT and other costs) is payable by the Company to the Investment
Manager in arrears within ten Madrid business days following receipt by the Company from the Investment Manager of
the relevant supporting valuation documentation.
Other than as otherwise agreed in writing from time to time, and notwithstanding any other provision of the
Investment Manager Agreement, the Base Fee shall be deemed to include (and therefore such fees, costs and expenses
will not be paid separately by the Company) the (i) out of pocket day-to-day expenses of the Investment Manager, (ii) the
fees and expenses of certain third parties appointed by the Investment Manager to carry out any of the Investment
Manager’s Services, and (iii) any fees, costs or expenses incurred by the Investment Manager when it or an Investment
Manager Affiliate is itself performing the Services.
If, in connection with any co-investment undertaken by the Company under the terms of the Investment Manager
Agreement, the Investment Manager receives any base fee or property management fees (for asset or portfolio
management services) which are separate from the fees due under the Investment Manager Agreement, the Investment
Manager undertakes to grant the Company with a credit right equal to the Company’s pro rata share (based on the
Company’s stake in the relevant co-investment) of the amount of any such fees received by the Investment Manager in
connection with any such co-investment and, accordingly, the Company shall be entitled to set off against the Base Fee
payable in accordance with the Investment Management Agreement an amount equal to such credit right.
The Base Fee shall not be deemed to include (and therefore such expenses will be paid separately by the Company)
any costs to be borne by the Company such as the Company Costs (as defined herein) reasonably and properly incurred.
All development related expenses incurred including capital expenditures and any costs associated with them need to
be billed at cost.
Any and all expenses related to the Company’s officers and employees hired upon the proposal of the Investment
Manager will be deducted from the Base Fee.
Performance Fee
The Performance Fee has been designed to incentivise and reward the Investment Manager for generating returns to
the shareholders of the Company. The return to shareholders for a given year is equivalent to the sum of (a) the change in
the EPRA NAV of the Company during such year less the net proceeds of any issues of Ordinary Shares during such
year; and (b) the total dividends (or any other form of remuneration or distribution to the shareholders) that are paid in
such year (the result of the addition of (a) and (b), the “Shareholder Return”). The “Shareholder Return Rate” is the
Shareholder Return for a given year divided by the EPRA NAV of the Company as of 31 December of the immediately
preceding year. The EPRA NAV as of 31 December 2013 shall be deemed to be the Net Proceeds of the Issue (the
“Initial EPRA NAV”).
The “Relevant High Water Mark” at any time is the higher of (i) the Initial EPRA NAV, and (ii) the EPRA NAV on
31 December (adjusted to include total dividends paid during that year and exclude the net proceeds of any issuance of
Ordinary Shares during that year) of the most recent year in respect of which a Performance Fee was payable.
The Performance Fee is due in respect of a given year if both of two key hurdles are met:
(a)

the Shareholder Return Rate for such year exceeds 10% (the amount in euro by which the Shareholder
Return for the year exceeds the Shareholder Return that would have produced a 10% Shareholder Return
Rate being the “Shareholder Return Outperformance” and the extent of the Shareholder Return Rate above
10% being “Shareholder Return Outperformance Rate”); and

(b)

the sum of (A) the EPRA NAV of the Company on 31 December of such year and (B) the total dividends
(or any other form of remuneration or distribution to the shareholders) that are paid in such year or in any
preceding year since the most recent year in respect of which a Performance Fee was payable exceeds the
Relevant High Water Mark (the amount by which such sum exceeds the Relevant High Water Mark being
the “High Water Mark Outperformance”).
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If the above hurdles are met, the Performance Fee in respect of such year will be a “promote” equal to the lesser of
(x) 20% of the Shareholder Return Outperformance and (y) 20% of the High Water Mark Outperformance (the
“Promote”).
Furthermore, in respect of a year in which the Performance Fee is payable and is based on Shareholder Return
Outperformance, the Performance Fee will also include a “promote equalization” feature (the “Promote Equalization”),
once a Shareholder Return Rate of 12% has been achieved, and it will apply only until a Shareholder Return Rate of 22%
is achieved. The Promote Equalization feature entitles the Investment Manager to receive an additional 20% of the
portion of Shareholder Return Outperformance that reflects a Shareholder Return Rate of between 12% and 22%. Above
22% only the Promote will continue to apply. The Promote Equalization is intended to allow the Investment Manager to
earn fees up to a maximum equivalent to 20% on the first 10% of the Shareholder Return for such year, which would not
otherwise be payable.
Set out below are four examples. 3 Examples (b), (c) and (d) assume that the hurdles to pay the Performance Fee are
met and that the Performance Fees in respect of the relevant years are based on Shareholder Return Outperformance and
so the Promote Equalization could apply (the Promote Equalization does not apply to years in respect of which the
Performance Fee is based on High Water Mark Outperformance).
(a)

If the Shareholder Return Rate for a given year were 10%, the Shareholder Return Outperformance Rate
would be 0% and the Investment Manager would receive no Promote or Promote Equalization in respect of
that year.

(b)

If the Shareholder Return Rate for a given year were 12%, the Shareholder Return Outperformance Rate
would be 2% and the Investment Manager would receive a Promote equal to 20% of the portion of the
Shareholder Return Outperformance representing a Shareholder Return Outperformance Rate of 2% (being
the excess of 12% above 10%). In this case no Promote Equalization would apply. In total, the Investment
Manager would receive (20% x 2%) = 0.4% of the EPRA NAV as of 31 December of the previous year.

(c)

If the Shareholder Return Rate for a given year were 15%, the Shareholder Return Outperformance Rate
would be 5% and the Investment Manager would receive (i) a Promote equal to 20% of the portion of the
Shareholder Return Outperformance representing a Shareholder Return Outperformance Rate of 5% (being
the excess of 15% above 10%), plus (ii) a Promote Equalization equal to 20% of the Shareholder Return
Outperformance representing a Shareholder Return Outperformance Rate of 3% (being the excess of 15%
above 12%). In total, the Investment Manager would receive (20% x 5%) + (20% x 3%) = 1% + 0.6% =
1.6% of the EPRA NAV as of 31 December of the previous year.

(d)

If the Shareholder Return Rate for a given year were 25%, the Shareholder Outperformance Rate would be
15% and the Investment Manager would receive (i) a Promote equal to 20% of the portion of Shareholder
Return Outperformance representing a Shareholder Return Outperformance Rate of 15% (being the excess
of 25% above 10%), plus (ii) a Promote Equalization equal to 20% of the Shareholder Return
Outperformance representing a Shareholder Return Outperformance Rate of 10% (being the excess of 22%
above 12%). In this example, the maximum Promote Equalization is reached at a Shareholder Return
Outperformance Rate of 22% and the Promote Equalization ceases to apply to the portion of Shareholder
Return Outperformance representing a Shareholder Return Outperformance Rate above 22% (above that
level only the Promote will continue to apply). The Promote Equalization component is calculated on a
yearly basis and does not allow for equalization of previous years’ returns. In total, the Investment Manager
would receive (20% x 15%) + (20% x 10%) = 3% + 2% = 5% of the EPRA NAV as of 31 December of the
previous year.

The below example3 intends to clarify the adjustment mechanisms relating to payments of dividends and issuances of
new Ordinary Shares during a given year in the calculation of the Performance Fee, as well as to provide further clarity
as to when the requirements for the payment of a Performance Fee would be met.

3

These are examples only and not Shareholder Return forecasts. There can be no assurance that the Shareholder
Returns referred to in the examples can or will be met and they should not be seen as an indication of the Company’s
expected or actual results or returns. Accordingly investors should not place any reliance on these examples in deciding
whether to invest in the Ordinary Shares. In addition, prior to making any investment decision, prospective investors
should carefully consider the risk factors described in Part II (Risk Factors) of the Prospectus.
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The Performance Fee will be calculated annually as of 31 December of each fiscal year, expressed in euros. There is
no maximum Performance Fee under the Investment Manager Agreement.
After delivery of a proposal from the Investment Manager setting out the Investment Manager’s statement of the
Performance Fee, the Company may agree with it, in which case the Investment Manager will issue an invoice within 10
Madrid business days and the Performance Fee shall become due and payable 20 Madrid business days after the date of
the invoice. Alternatively, the Company may dispute the proposed amount by giving notice in writing to the Investment
Manager within 10 Madrid business days of receiving it. If the Company disputes such proposal, the parties shall
negotiate in good faith to resolve the dispute, provided that if the parties do not reach agreement on the items in dispute
within five Madrid business days of the Company having disputed it (or such longer period as they may agree in writing),
the Performance Fee payable shall be determined by an independent expert by reference to the audited accounts of the
Company and the valuation made by a RICS accredited appraiser in respect of the relevant year, following the approval
by the Board of Directors of such accounts and the delivery by the auditors of an unqualified audit opinion in respect of
such accounts.
The Investment Manager will invoice the aforesaid amount, as amended, if applicable, to reflect the agreement
between the parties or the determination of the independent expert (as the case may be), and such invoice shall constitute
a statement of the Performance Fee payable to the Investment Manager in respect of the relevant year and it shall become
due and payable by the Company to the Investment Manager on the fifth Madrid business day following such agreement
or determination.
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If following the approval by the Board of Directors of the accounts of the Company and receipt of an unqualified
audit opinion in respect of such accounts, the Company or the Investment Manager is reasonably of the opinion that the
Base Fee and/or the Performance Fee (if any) already payable to the Investment Manager in respect of the relevant year
are greater than, or less than, the amount that should have been paid having regard to the audited accounts of the
Company, the parties shall negotiate in good faith to resolve the dispute, provided that if the parties do not reach
agreement, any adjustment shall be determined by an independent expert by reference to the audited accounts of the
Company and the valuation made by a RICS accredited appraiser in respect of the relevant year. Following the agreement
or determination of any adjustment, the Investment Manager shall: (i) where the adjustment relates to an overpayment of
fees, pay or otherwise refund that sum to the Company within 20 Madrid business days (in Ordinary Shares if
applicable); or (ii) where the adjustment relates to an underpayment of fees, deliver to the Company an invoice setting
out the adjustment amount payable by the Company to the Investment Manager and such amount shall be deemed and be
treated as a Performance Fee which fell due as of the date it should have been paid at originally (and the Average Closing
Price in these circumstances for calculating the number of Performance Fee Shares to be allotted and issued shall be
determined by reference to the date of the original invoice in respect of that Performance Fee; for these purposes,
“Average Closing Price” is the average closing price on the Spanish Stock Exchanges in respect of Ordinary Shares of
the Company over the period of twenty Madrid business days immediately prior to the business day immediately
preceding the date of a relevant invoice from the Investment Manager setting out its statement of the Performance Fee
that is payable in respect of a relevant period).
VAT due to the Investment Manager under the Performance Fee will be paid in cash.
The Investment Manager shall use the Performance Fee due to it (after deduction of corporate income tax and any
other taxes applicable thereto) to subscribe for Performance Fee Shares (or, at the Company’s choice, to acquire them
from the Company), subject to certain limited exceptions described further below. Any such payment will not be
considered net proceeds of any issues of Ordinary Shares for purposes of calculating Shareholder Return. The
Company’s liability to pay the Performance Fee in respect of any year shall be satisfied by the release by the Investment
Manager of the sum due to it as that Performance Fee in consideration for the allotment and issue by the Company to the
Investment Manager of such number of Performance Fee Shares, rounded down to the nearest whole number, as is
determined by dividing the relevant Performance Fee by the Average Closing Price for the applicable period relating to
that issue of Performance Fee Shares (such Average Closing Price being determined by reference to the period of twenty
Madrid business days immediately prior to the business day immediately preceding the date of the invoice from the
Investment Manager in respect of such Performance Fee). The Company may opt to recognize the accrued Performance
Fee as a credit to be capitalised and therefore satisfied in Performance Fee Shares issued as a result of such capitalisation.
The Performance Fee Shares to be issued or sold to the Investment Manager shall be issued or sold on the date on
which the Performance Fee becomes due and payable and shall be subject to a lock-up period of three years, during
which time there shall be no disposal of the Performance Fee Shares by the Investment Manager, except that such lockup shall not apply: (i) to a disposal of Performance Fee Shares effected to fund the payment or discharge by the
Investment Manager of any liability to tax arising in connection with its receipt or acquisition of Performance Fee Shares
and/or other Performance Fee Shares issued to the Investment Manager as part of the discharge of the Performance Fee;
(ii) to a disposal of Performance Fee Shares in connection with a takeover or sale of the Company that is recommended
by the Board of Directors or if the Investment Manager is required by law to dispose of such Performance Fee Shares; or
(iii) following the termination of the Investment Manager Agreement by the Company (save in the case when the
Company has elected to terminate by reason of a material breach by the Investment Manager of a term of the Investment
Manager Agreement), or due to a Company’s material breach or insolvency event or due to other termination events
which are not under the Investment Manager’s sole control.
Any distributions or dividends attributable to Performance Fee Shares held by the Investment Manager declared and
paid during the lock-up period shall be paid to and for the benefit of the Investment Manager.
If the Company determines (acting reasonably and having due regard to any reasonable representations made by the
Investment Manager) that issuing any or all of the Performance Fee Shares to the Investment Manager on any relevant
date is materially prejudicial for the Company for any reason (including as a result of any applicable law which prevents
the issue of Ordinary Shares on that date or if the issue of Ordinary Shares to the Investment Manager would result in (i)
the Investment Manager being required to make a mandatory offer to the Company’s shareholders pursuant to the
applicable Spanish takeover rules or other applicable law, or (ii) the Company or the Investment Manager breaching the
applicable Spanish takeover rules, or (iii) the Investment Manager becoming beneficially entitled to or controlling,
directly or indirectly, at least 10% of the share capital or voting rights in the Company (despite the Investment Manager
having used reasonable endeavours to dispose of sufficient Performance Fee Shares, where permitted by law, to avoid
this occurring), or (iv) the Company breaching any applicable listing rules), then the Company shall instead pay the
Performance Fee to the Investment Manager in cash. Such cash will not be subject to any lock-up arrangement and will
not be subject to any re-investment obligation in the Company’s shares.
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If any change in the Company’s share capital arising from reorganisation, restructuring, scheme of reconstruction or
arrangement, consolidation, subdivision, bonus issue, share buy-back or other capital reorganization or restructuring (a
“Capital Restructuring”) occurs during any year which the Company or the Investment Manager believes (acting
reasonably) will change the calculation or the amount of the Performance Fee (if any) payable in respect of that or any
subsequent year having regard to the terms of the Investment Manager Agreement and (to the extent it is applicable) the
basis of calculation of the Performance Fee, the Company and the Investment Manager shall negotiate in good faith to
agree an appropriate adjustment to the calculation of the Performance Fee payable in respect of that or any subsequent
year. If a dispute or difference arises between the Company and the Investment Manager in relation to the effect (if any)
of a Capital Restructuring on any calculation of the Performance Fee and/or in relation to what adjustment (if any) is
appropriate, which they cannot resolve by mutual agreement within two months of the matter first being notified by one
party to the other in writing, the matter shall be referred to an independent expert for determination.
3.

POTENTIAL INVESTMENT MANAGER AND MANAGEMENT TEAM CONFLICTS OF INTEREST

The Investment Manager is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of
the Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family and, therefore,
shareholders of the Investment Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are, respectively, the
Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s Board.
In accordance with the Investment Manager Agreement, subject to certain exceptions, the Investment Manager has
agreed not to invest in Commercial Property in Spain which is within the parameters of the Investment Strategy of the
Company (or to provide services to any person other than the Company in connection with such assets) and will be
required to offer to the Company at least a 20% interest of the overall investment in any Relevant Residential
Opportunity it (or any of the Investment Manager Affiliates) may plan to carry out. In addition, subject to certain
exceptions, each member of the Management Team has undertaken to offer the Company a 20% share (if in connection
with a Residential Property) or the full share (if in connection with a Commercial Property) of the stake available to such
member of the Management Team in any investment in which such member of the Management Team intends to
participate and which fits within the Investment Strategy of the Company.
Set forth below is a detailed description of the Investment Manager and Management Team’s undertakings under the
Investment Manager Agreement. See section 11.1 of Part XIV (Additional Information) for further information on the
Investment Manager Agreement.
Exclusivity in Commercial Property
The Investment Manager has agreed that, during the term of the Investment Manager Agreement, it will not, and it
will require that none of the Investment Manager Affiliates will (i) acquire or invest (on its own behalf or on behalf of
third parties or through joint venture agreements) in Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company (except for the following investments (each an “Exception”) which are expressly
permitted (a) one or more investments carried out by shareholders of the Investment Manager on their own behalf,
provided that such investment or investments do not exceed €2 million in the aggregate throughout the life of the
Investment Manager Agreement (or such a higher amount, if any, approved by the Company’s Board of Directors in
exceptional circumstances), and that they are notified to the Board of Directors of the Company following their
undertaking, and (b) investments by the Investment Manager or any Investment Manager Affiliate in Commercial
Property for its own occupation if expressly waived by the Board of Directors) or (ii) act as investment manager,
investment adviser or agent, or provide administration, investment management or other services, for any person, entity,
body corporate or client other than the Company, for Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company.
However, this exclusivity shall not apply:
(i)

to any dealings by the Investment Manager or any Investment Manager Affiliate in respect of any
property or property-related asset owned or managed, totally or partially, by it as of the date of the
Investment Manager Agreement (i.e., 12 February 2014). Therefore, the Investment Manager and
Investment Manager Affiliates may continue or agree to act as investment manager or investment
adviser for other persons or provide administration, investment management or other services for other
clients without making the same available to the Company, in each such case provided that (a) it is
done pursuant to an existing agreement which in each case is in place with the Investment Manager or
such Investment Manager Affiliate at the date of the Investment Manager Agreement, or (b) such work
relates to real estate properties which are subject to such an existing agreement.
In addition, the Investment Manager will be free to close during 2014 up to two portfolio transactions
currently under negotiation involving retail assets, each amounting to between €80 and €170 million;
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(ii)

to any acquisition or investment (directly or indirectly) by the Investment Manager or an Investment
Manager Affiliate of or in assets or properties which are adjacent to assets or properties currently held
by the Investment Manager or an Investment Manager Affiliate or which are acquired, pursuant to an
Exception, by the Investment Manager or an Investment Manager Affiliate following the date of the
Investment Manager Agreement in accordance with its terms (such as extensions to assets already
within those entities’ existing portfolios or properties adjacent to existing or permitted new properties
held by the Investment Manager or an Investment Manager Affiliate);

(iii)

following the passage of a resolution of the Company’s general shareholders’ meeting to discontinue
the investment strategy of the Company, cease the business and operations of the Company, or sell,
liquidate or otherwise dispose of all or substantially all of the assets of the Company;

(iv)

following the service by the Investment Manager of notice of termination of the Investment Manager
Agreement due to a winding up event, an insolvency or court protection event or other similar event
affecting the Company or an unremedied breach by the Company of a material term thereof; or

(v)

to the activities of or investments made by Gentalia. This notwithstanding, Grupo Lar shall, to the
extent legally permitted, exercise its voting rights within the corporate bodies of Gentalia to prevent
Gentalia from entering into transactions which fall under the exclusivity commitment assumed by
Grupo Lar as Investment Manager.

Co-investment in Residential Property
The Company will not have exclusivity on any investment in Residential Property made or to be made by the
Investment Manager or the Investment Manager Affiliates in or outside of Spain. However, pursuant to the Investment
Manager Agreement, the Investment Manager has committed to offer to the Company at least a 20% stake of the overall
investment in each Relevant Residential Opportunity it (or any of the Investment manager Affiliates) may plan to carry
out. If the stake available to the Investment Manager (and any of the Investment Manager Affiliates (as the case may be))
in a Relevant Residential Opportunity is less than 20% of the overall investment to be made in such Relevant Residential
Opportunity, the Investment Manager has undertaken not to participate in such investment opportunity (and shall procure
the same of the Investment Manager Affiliates) and the Investment Manager shall be under no obligation to offer a stake
in such investment opportunity to the Company.
The Company shall not be entitled to elect less than a 20% stake of the overall investment in each Relevant
Residential Opportunity offered by the Investment Manager unless the Company and the Investment Manager agree
otherwise on a case by case basis.
The Investment Manager must, before proceeding to effect the investment that is the subject of a Relevant
Residential Opportunity, present such Relevant Residential Opportunity to the Company by notice in writing to the
Corporate Manager for consideration as a possible co-investment.
If the Company elects to co-invest, its Corporate Manager shall notify the Investment Manager of this as soon as
reasonably practicable, and, in any event, within ten Madrid business days of service of notice to the Company by the
Investment Manager.
If the Company gives notice to the Investment Manager that it does not intend to proceed with the co-investment, or
if it does not serve notice within the prescribed period, the Investment Manager shall be free to carry out the Relevant
Residential Opportunity without the Company.
Commitment by members of Management Team
Pursuant to the respective commitment letters entered into by the members of the Management Team in accordance
with the Investment Manager Agreement, if any member of the Management Team identifies an investment opportunity
which fits within the Investment Strategy of the Company (each such opportunity, a “Management Team Investment
Opportunity”) in which such member of the Management Team or a person that is controlled by such member of the
Management Team (excluding the Investment Manager or any Investment Manager Affiliate which is a corporation) (a
“Controlled Person”), whether directly or indirectly, intends to participate, such member of the Management Team shall,
before proceeding to effect such participation or the acquisition of the property which is the subject of that Management
Team Investment Opportunity, give notice in writing of such opportunity to the Corporate Manager of the Company and
offer the Company (a) at least a 20% share of the total stake available to such member of the Management Team or the
Controlled Person (as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a
Residential Property, or (b) the full stake available to such member of the Management Team or the Controlled Person
(as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a Commercial
Property. These commitments are subject to certain exceptions and shall end on the earlier of: (a) the date of termination
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of the Investment Manager Agreement; (b) with respect to a particular member of the Management Team, the date on
which the relevant member of the Management Team ceases to be a member of the Management Team; and (c) the date
on which a resolution is passed to cease the business and operations of the Company.
Conflicts of interest
Pursuant to the Investment Manager Agreement, the Investment Manager shall not (and shall procure that no
Investment Manager Affiliate shall), during the term of the agreement (i) sell, transfer or lease assets or properties to the
Company or (ii) launch or invest in a property investment/real estate listed or unlisted fund or a property investment/real
estate investment trust carrying on business in Spain to invest in Commercial Property. The Investment Manager is not
prohibited from launching a property investment/real estate listed or unlisted fund or a property investment/real estate
investment trust carrying on business in Spain to invest in Residential Property, although the Company would have
certain co-investment rights as described above.
In addition, the Company shall not, during the term of the Investment Manager Agreement, sell, transfer or lease
assets or properties to the Investment Manager, unless approved by the Company’s Board of Directors.
The Investment Manager shall disclose in writing to the Company any actual or potential conflicts of interests which
it and/or any of the Investment Manager Affiliates have or may have from time to time, subject to any obligations of
confidentiality to which the Investment Manager is contractually bound.
4.

OTHER DIRECTORSHIPS AND PARTNERSHIPS

Save as set out below and except for directorships in companies of the Investment Manager group, members of the
Management Team have not held any directorships of any company, or been a partner in a partnership, at any time in the
five years prior to the date of this Prospectus.
Management
Team member

Current Directorships

Previous Directorships

Mr. Luis Pereda

Barceló Hoteles (Independent Advisor)

Eurohypo AG (International Advisory Board)

Mr. Miguel Pereda

Villamagna, S.A. (Chairman)
Entagui, S.L. (Administrator)
Fomento del Entorno Natural, S.L.
(Administrator)

Gentalia 2006, S.L.

Mr. Jorge Pérez de Leza

―

―

Mr. Enrique Feduchy

Gentalia 2006, S.L.

―

Mr. Ignacio Ocejo

―

Ocejo, S.A.

Mr. Arturo Perales

―

―

Within the period of five years preceding the date of this Prospectus, none of the members of the Management
Team:
•

has had any convictions in relation to fraudulent offences;

•

has been associated with any bankruptcy, receivership or liquidation while acting in the capacity of a
director or senior manager; or

•

has received any official public incrimination and/or sanction by any statutory or regulatory authorities
(including designated professional bodies) or has been disqualified by a court from acting as a director of a
company or from acting in the management or conduct of the affairs of a company.
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PART IX: DIRECTORS AND CORPORATE GOVERNANCE
1.

DIRECTORS AND OFFICERS

1.1 Directors
The business of the Company is managed by the Directors, each of whose business address is Rosario Pino 14-16,
28020 Madrid, Spain.
The Directors and their positions are as follows:
Name

Mr. Jose Luis del Valle .............
Mr. Pedro Luis Uriarte ..............
Mr. Alec Emmott ......................
Mr. Roger M. Cooke .................
Mr. Miguel Pereda ....................

Position

Date appointed

Non-Executive Independent Chairman
Non-Executive Independent Director
Non-Executive Independent Director
Non-Executive Independent Director
Non-Executive Proprietary Director

5 February 2014
5 February 2014
5 February 2014
5 February 2014
5 February 2014

Date of expiration

5 February 2017
5 February 2017
5 February 2017
5 February 2017
5 February 2017

There are no Executive Directors of the Company. The (non-Director) Secretary of the Board of Directors is Mr.
Juan Gómez-Acebo.
Brief biographical details of the Directors, all of whom are non-executive, are as follows:
Mr. Jose Luis del Valle
Mr. del Valle has a very wide career in the banking and energy sector. From 1988 until 2002, Mr. del Valle held
different positions in Banco Santander, one of the largest banks in Spain. In 1999 he was appointed Executive Vice
President and Chief Financial Officer of the bank (1999-2002). He subsequently served as Advisor to the Chairman of
Gamesa (2011-2012), Chief Strategy and Research Officer of Iberdrola, one of the leading energy companies in Spain
(2008-2010), Chief Executive Officer (2007-2008) and Chief Strategy and Development Officer of Scottish Power
(2002-2008). Mr. del Valle is currently Chairman of the Board of GES – Global Energy Services, a leading independent
service provider of construction, operations and maintenance services to the global renewable energy industry and a
member of the Accenture Global Energy Board. Mr. del Valle holds a Mining Engineering degree from Universidad
Politécnica (Madrid, Spain), with no. 1 ranking of his class, and a Master of Science and Nuclear Engineering from the
Massachusetts Institute of Technology (Boston, USA). He also holds an MBA with High Distinction from Harvard
Business School (Boston, USA).
Mr. Pedro Luis Uriarte
Mr. Uriarte has a long professional career. From 1975 to 2001 he held different positions in BBVA, one of the
largest banks in Spain. He was appointed CEO of BBVA in 1994. He served as Deputy Chairman of the board of
Telefonica, one of the Spanish leading telecom companies. Mr. Uriarte was appointed Regional Minister of Economy
and Finance of the Basque Government in 1980. In 2007 he founded and headed Innobasque, the Basque Innovation
Agency. He is currently Executive Chairman of “Economía, Empresa, Estrategia”, a strategic consultancy firm, and sits
on several different companies’ boards of directors or advisory boards. He is also Deputy Chairman of Bilbao Civil
Council and member of the board of UNICEF Spain. Mr. Uriarte holds a Business and Law degree from Deusto
University (Bilbao, Spain) and has been honoured with many relevant professional accolades such as the “Gran Cruz al
Mérito Civil” (Spanish Government) in 2002 or “Manager of the Year” (Spanish Confederation of Managers &
Executives – CEDE) in 2011.
Mr. Alec Emmott
Mr. Emmott has a wide career in the listed and unlisted real estate sector in Europe, and is based in Paris. He served
as CEO of Société Foncière Lyonnaise (SFL) from 1997 to 2007 and subsequently as senior advisor to SFL until 2012.
He is currently the Principal of Europroperty Consulting, and since 2011, is a Director of CeGeREAL S.A. (representing
Europroperty Consulting). He is also member of the advisory committee of Weinberg Real Estate Partners (WREP I and
II), Cityhold AP and MITSUI FUDOSAN. He has been a member of the Royal Institution of Chartered Surveyors
(MRICS) since 1971. Mr. Emmott holds an MA from Trinity College (Cambridge UK).
Mr. Roger M. Cooke
Mr. Cooke is an experienced professional with more than 30 years of experience in the real estate sector. Mr. Cooke
joined Cushman & Wakefield in 1980 in London where he had a role in drafting valuation standards (Red Book). Since
1995 until the end of 2013, he served as General Director of Cushman & Wakefield Spain, leading the company to attain
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a leading position in the sector. Mr. Cooke holds an Urban Estate Surveying degree from Trent Polytechnic University
(Nottingham, UK) and is currently President of the British Chamber of Commerce in Spain and a Fellow of the Royal
Institution of Chartered Surveyors (FRICS).
Mr. Miguel Pereda
Mr. Pereda is an experienced Director, with a long executive career, of over 25 years, in the real estate sector. Mr.
Pereda was appointed Co-CEO of Grupo Lar in 2007. He was previously the CEO of Grupo Lar Grosvenor for six years.
Mr. Pereda has a Business degree from Complutense University, an MBA from IE (Madrid) and a Master for Senior
Executives from IMD. Mr. Pereda is a member of the Pereda Family, which owns 83% of the Investment Manager.
Under the By-Laws, Directors are appointed for a term of three years, which may be renewed by shareholders.
However, Directors holding office for a consecutive period of more than 12 years cannot qualify as independent
Directors.
There are no family relationships between any of the Directors or other relationships, as set out in the Ministerial
Order ECC/461/2013 of 20 March, which could be perceived to compromise the independence of Mr. Jose Luis del
Valle, Mr. Pedro Luis Uriarte, Mr. Alec Emmott and Mr. Roger M. Cooke. Mr. Miguel Pereda is the Investment
Manager’s nominee pursuant to the Investment Manager Agreement. For further information on the Investment Manager
Agreement see section 11.1 of Part XIV (Additional Information).
The (non-Director) Secretary of the Board of Directors is Mr. Juan Gómez-Acebo.
1.2 Officers
Mr. Sergio Criado is the Chief Financial Officer of the Company. Mr. Sergio Criado was appointed Finance Director
of Grupo Lar for Spain and Portugal in 2006 and has over eight years of experience in the sector. Mr. Sergio Criado
studied Business at UAH (Madrid) and has an MBA from IEB.
The Company will also appoint a Corporate Manager. The appointment of the Corporate Manager will be announced
through the publication of a significant information announcement (Hecho Relevante).
2.

CONFLICTS OF INTEREST

Subject to certain exceptions, the Spanish Companies Act and the By-Laws generally prohibit Directors from voting
at Board meetings or meetings of committees of the Board on any resolution concerning a matter in which they have a
direct or indirect interest which is material, or a duty which conflicts or may conflict with the interests of the Company.
Directors may not be counted in the quorum in relation to resolutions on which they are not entitled to vote. See section 6
of Part XIV (Additional Information) for a summary of the By-Laws and details of the exceptions to the prohibition
referred to above.
The Investment Manager is 83%-owned and effectively controlled by members of the Pereda Family, which includes
two member of the Management Team, Mr. Luis Pereda and Mr. Miguel Pereda, who are also directors of the Investment
Manager. In addition, Mr. Miguel Pereda is a member of the Company’s Board of Directors.
The Company’s Chairman (Mr. Jose Luis del Valle) and each of Mr. Pedro Luis Uriarte, Mr. Alec Emmott and Mr.
Roger M. Cooke are independent in connection with both the Company and the Investment Manager.
3.

INTERESTS OF THE DIRECTORS IN SHARE CAPITAL

As at 12 February 2014 (being the latest practicable date prior to the registration of this Prospectus with the CNMV),
the Investment Manager, Grupo Lar, held 30,000 Ordinary Shares representing 100% of the issued share capital of the
Company. Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of the
Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family and, therefore,
shareholders of the Investment Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are, respectively, the
Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s Board.
The Investment Manager has undertaken to subscribe, at the Issue Price, an aggregate of 970,000 Issue Shares,
conditional on the Placing Agreement not having been terminated in accordance with its terms. Accordingly, effective
and conditional on Admission, the Investment Manager will hold 1,000,000 Ordinary Shares representing 2.5% of the
issued share capital of the Company on Admission (on the basis of a €400 million Issue).
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4.

LOCK-UP ARRANGEMENTS

The Company will agree under the Placing Agreement that, without the prior written consent of the Sole
Bookrunner, which consent shall not be unreasonably withheld or delayed, it will not, during the period commencing on
the date on which the Placing Agreement is signed and ending 270 days following Admission, directly or indirectly issue,
offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant
any option, right or warrant to purchase, lend or otherwise transfer or dispose of any of its Ordinary Shares or any
securities convertible into or exercisable or exchangeable for the Ordinary Shares of the Company, file any registration
statement with respect to any of the foregoing, or enter into any swap or any other agreement or any transaction that
transfers, in whole or in part, directly or indirectly, the economic consequence of ownership of its Ordinary Shares;
provided however, the foregoing restrictions shall not apply to the issue of Ordinary Shares pursuant to the Issue.
In addition, the Company and the Investment Manager (which is 83%-owned and effectively controlled by the
Pereda Family) have agreed under the Investment Manager Agreement (with respect only to the Performance Fee Shares)
and will agree under the Placing Agreement (with respect to any Ordinary Shares held by the Investment Manager) that,
subject to the exceptions referred to below, the Investment Manager shall not dispose of any Ordinary Shares prior to the
third anniversary of Admission or, with respect to any Performance Fee Shares, from the third anniversary of the date on
which such Ordinary Shares were delivered to the Investment Manager. The lock-up shall not apply to: (i) a disposal of
Ordinary Shares effected to fund the payment or discharge by the Investment Manager of any liability to tax arising in
connection with its receipt or acquisition of Performance Fee Shares and/or other Performance Fee Shares issued to the
Investment Manager as part of the discharge of the Performance Fee; (ii) a disposal of Ordinary Shares in connection
with a takeover or sale of the Company that is recommended by the Board of Directors of the Company or if the
Investment Manager is required by law to dispose of such Ordinary Shares; or (iii) following the termination of the
Investment Manager Agreement by the Company (save in the case when the Company has elected to terminate by reason
of a material breach by the Investment Manager of a term of the Investment Manager Agreement), or due to a Company’s
material breach or insolvency event or due to other termination events which are not under the Investment Manager’s
sole control.
The Anchor Investor is also subject to a “lock-up” undertaking with respect to the Anchor Investor Subscription
Shares during a period commencing on the date of the Anchor Investor Subscription Agreement and ending 180 days
following Admission. The lock-up shall not apply: (i) in the event of an intervening court order which orders the relevant
Anchor Investor entity to sell the Ordinary Shares it owns; (ii) to the acceptance of a general offer made to shareholders
of the Company (or to all such shareholders other than the offeror and/or any body corporate controlled by the offeror
and/or any persons acting in concert with the offeror) to acquire all the issued shares of the Company (other than any
shares which are already owned by the person making such offer and any other person acting in concert with him); (iii) to
the execution of an irrevocable undertaking to accept a general offer made to shareholders of the Company (or to all such
shareholders other than the offeror and/or any body corporate controlled by the offeror and/or any persons acting in
concert with the offeror) to acquire all the issued shares of the Company (other than any shares which are already owned
by the person making such offer and any other person acting in concert with him); (iv) to any disposal by the Anchor
Investor to any of its associates or any fund ultimately advised by Pacific Investment Management Company LLC,
provided that such transferee agrees to be bound by the provisions of the Anchor Investor Subscription Agreement and
enters into a deed of adherence to the Anchor Investor Subscription Agreement in a form reasonably acceptable to the
Company; (v) to a disposal pursuant to a compromise or arrangement between the Company and its creditors or any class
of them or between the Company and its members or any class of them which is agreed to by the creditors or members;
or (vi) to any disposal pursuant to any offer by the Company to purchase its own shares which is made on identical terms
to the holders of shares of the same class.
5.

REMUNERATION ARRANGEMENTS

Pursuant to the By-Laws and the regulations of the Board of Directors, Directors, as members of the Board of
Directors of the Company, shall be entitled to receive per diem allowances for any meetings which they attend consisting
of a fixed annual amount per Director to be set by the general meeting of shareholders. The shareholders can also decide
when or for what reason such amount can be reviewed and/or updated periodically. The remuneration of the each
Company Director (excluding the Chairman and the Director appointed as a nominee of the Investment Manager) for
2014 is expected to be €50,000. The remuneration of the Chairman for 2014 is expected to be €60,000. The Investment
Manager shall be responsible for remunerating the Company’s officers and employees who are hired upon the proposal
of the Investment Manager (whose remuneration shall be deducted from the Base Fee). No Director appointed as a
nominee of the Investment Manager to the Board shall be paid any fee or remuneration by the Company for his or her
services as a non-executive Director.
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6.

DIRECTORS’ LETTERS OF APPOINTMENT

The Directors do not have service contracts. Each Director has the same general legal responsibilities to the
Company as any other Director of the Company and the Board of Directors of the Company as a whole is collectively
responsible for the overall success of the Company.
No compensation is payable to any of the Directors in the event of the lawful termination of his or her appointment.
7.

OTHER DIRECTORSHIPS AND PARTNERSHIPS

Save as set out below and except (in the case of Mr. Miguel Pereda) for directorships in companies of the Investment
Manager group, the Directors have not held any directorships of any company, other than the Company, or been a partner
in a partnership, at any time in the five years prior to the date of this Prospectus.
Director

Current Directorships

Previous Directorships

Mr. Jose Luis del Valle ................ GES – Global Energy Services
Mr. Pedro Luis Uriarte ................. Técnicas Reunidas, S.A., La Rioja Alta,
S.A., Panda Security, S.L.,
Nanotechnology Investment Group,
S.L., Penja Strategy, S.L. and Economía,
Empresa, Estrategia, S.L.
Mr. Alec Emmott ......................... Europroperty Consulting and
CeGeREAL S.A.
Mr. Roger M. Cooke .................... ―

Essentium Grupo
Tubacex, S.A., Idom, S.A. and Sistemas
Técnicos de Encofrados, S.A. (STEN)

Mr. Miguel Pereda

Gentalia 2006, S.L.

Villamagna, S.A. (Chairman)
Entagui, S.L. (Administrator)
Fomento del Entorno Natural, S.L.
(Administrator)

Silic SA and Catella France
Cushman & Wakefield LLP

In addition, within the period of five years preceding the date of this Prospectus, Mr. Miguel Pereda has been a
director of the following companies, which have gone into voluntary insolvency proceedings: Grupo Lar Imobiliare 3,
SRL (Romania) and Grupo Lar Dritte GmbH (Germany). Within the period of five years preceding the date of this
Prospectus, Mr. Miguel Pereda has been a director of the companies GLH ilka, Kft and GLH Saju, Kft (Hungary), which
are being liquidated. All of the companies referred to in this paragraph are subsidiaries of Grupo Lar.
Within the period of five years preceding the date of this Prospectus, and save as disclosed below, none of the
Directors:
•

has had any convictions in relation to fraudulent offences;

•

has been associated with any bankruptcy, receivership or liquidation while acting in the capacity of a
director or senior manager; or

•

has received any official public incrimination and/or sanction by any statutory or regulatory authorities
(including designated professional bodies) or has been disqualified by a court from acting as a director of a
company or from acting in the management or conduct of the affairs of a company.

Pursuant to the Investment Manager Agreement, for so long as the Board of Directors of the Company is comprised
of five or fewer Directors, the Investment Manager is entitled to nominate one person as a non-executive Director of the
Company. For so long as the Board is comprised of more than five persons, the Investment Manager is entitled to
nominate up to two non-executive Directors. Mr. Miguel Pereda is the Investment Manager’s nominee pursuant to the
Investment Manager Agreement. For further information on the Investment Manager Agreement see section 11.1 of Part
XIV (Additional Information).
Pursuant to the Investment Manager Agreement, the Chairman of the Board of Directors shall be entitled to request
the attendance of the Chairman of the Investment Manager to meetings of the Board of Directors and the Chairman of the
Investment Manager shall attend such meetings when so required, unless there is a material cause impeding such
attendance. The Company’s By-Laws and the Board of Directors’ regulations shall permit and regulate such attendance
commitment.
Save as discussed above, there are no arrangements or understandings with major shareholders, members, suppliers
or others pursuant to which any Director was selected.
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8.

CORPORATE GOVERNANCE AND BOARD PRACTICES

8.1 Corporate Governance for the Company
The Board supports high standards of corporate governance and the development of corporate governance policies
and procedures in compliance with the requirements of the Spanish Corporate Governance Code.
However, as a newly incorporated company, the Company does not comply with the Spanish Corporate Governance
Code as at the date of this Prospectus. Nevertheless, arrangements have been put in place so that with effect from
Admission, the Company will comply with the principles of good governance contained in the Spanish Corporate
Governance Code.
8.2 The Board
The Spanish Companies Act provides that a company’s board of directors is responsible for the management,
administration and representation of a company in all matters concerning the business of the company, subject to the
provisions of the company’s by-laws and the powers conferred by shareholders’ resolutions.
The By-Laws and the regulations of the Board of Directors provide for a Board of Directors consisting of between
five and 15 members. Directors are elected by the shareholders to serve for a term of three years and may be re-elected to
serve for an unlimited number of terms (this notwithstanding, Directors holding office for a consecutive period of more
than 12 years cannot qualify as independent Directors) A Director may resign or be removed from office at the
recommendation of the Board of Directors at a general meeting of shareholders. However, the Board of Directors of the
Company can only make such recommendation in the case of an independent Director if it is a “for cause dismissal”
where, for example, a Director has breached an applicable corporate governance recommendation or has not fulfilled his
or her duties or when he/she no longer complies with the definition of independent Director.
As at the date of this Prospectus, there are five Directors on the Board, all of whom are non-executive Directors. Mr.
Jose Luis del Valle (the Chairman), Mr. Pedro Luis Uriarte, Mr. Alec Emmott and Mr. Roger M. Cooke are each
considered independent pursuant to Ministerial Order ECC/461/2013. Mr. Miguel Pereda is not considered to be
independent as he is the Investment Manager’s nominee pursuant to the Investment Manager Agreement. Pursuant to the
Investment Manager Agreement, for so long as the Board of Directors of the Company is comprised of five or fewer
Directors, the Investment Manager is entitled to nominate one person as a non-executive Director of the Company. For so
long as the Board is comprised of six or more Directors, the Investment Manager is entitled to nominate up to two nonexecutive Directors. For more information on the Investment Manager Agreement, see section 11.1 of Part XIV
(Additional Information).
The Board of Directors of the Company is responsible for the management and establishes the strategic, accounting,
organizational and financing policies of the Company. The By-Laws provide that the Chairman of the Board of Directors
shall be elected from among the members of the Board of Directors by the shareholders at a general meeting or otherwise
by the members of the Board. The Board of Directors appoints the senior management team and the authorized
signatories and supervises the operations of the Company. Moreover, the Board of Directors is entrusted with preparing
shareholders’ meetings and carrying out their resolutions.
The Directors are also responsible for the determination of the investment policy of the Company and have overall
responsibility for overseeing the performance of the Investment Manager and the Company’s activities. The Company
has entered into an Investment Manager Agreement with the Investment Manager, pursuant to which, among other
things, the Investment Manager is required to produce a business execution plan, the Business Plan, each year for the
Company setting forth the Investment Manager’s strategy for the provision of its services under the Investment Manager
Agreement and the management of the properties held or acquired by the Company. The Investment Manager has full
discretionary authority to enter into transactions for and on behalf of the Company subject to certain matters which
require the consent of the Board.
The By-Laws provide that the Board of Directors of the Company meet as frequently as necessary to effectively
execute its duties and whenever its Chairman deems appropriate. In addition, the Board of Directors must meet when
required to do so by a Director representing at least one third of its members. The By-Laws provide that a majority of the
members of the Board of Directors (represented in person or by proxy by another member of the Board of Directors)
constitutes a quorum. Resolutions of the Board of Directors are passed by a majority of the Directors present or
represented at a Board meeting unless otherwise indicated in applicable laws or the By-Laws or the regulations of the
Board of Directors.
The Board currently intends to meet at least four times in each calendar year and all Directors are to be given full
and timely access to the information necessary to assist them in the performance of their duties. As a general rule, an
agenda and Board papers are circulated to the Directors in advance of Board meetings to allow them an adequate
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opportunity for review and preparation for Board meetings. The Company Secretary will be responsible for ensuring
Board procedures are followed and all Directors have access to his advice and services. Where they judge it appropriate,
all Directors shall have access to independent professional advice at the expense of the Company.
Any Director co-opted to the Board by the Directors will be subject to election by the shareholders at the first annual
general meeting after his/her appointment and, pursuant to the By-Laws, all Directors will be subject to dismissal
decision each year at the annual general meeting of the Company.
The Investment Manager is entitled to require the Board of Directors to propose to the general shareholder’s meeting
to remove or replace any such person whom it has nominated as a member of the Board, provided that in the case of any
such removal, the Investment Manager shall indemnify and hold harmless the Company (and any member of its group)
against any and all costs, losses, liabilities and/or expenses suffered by the relevant company in connection with such
removal. No Director appointed as a nominee of the Investment Manager to the Board shall be paid any fee or
remuneration by the Company for his or her services as a non-executive Director.
In the performance of its duties, the Board is committed to maintaining a good understanding of the views of
shareholders and considerable importance will be given to communicating with shareholders. Regular contact will be
kept with institutional investors and presentations will be given by members of the Management Team on the release of
the Company’s annual and interim results.
Pursuant to the Investment Manager Agreement, the Chairman of the Board of Directors shall be entitled to request
the attendance of the Chairman of the Investment Manager to meetings of the Board of Directors and the Investment
Manager shall procure that the Chairman of the Investment Manager shall attend such meetings when so required, unless
there is a material cause impeding such attendance. The Company’s By-Laws and the Board of Directors’ regulations
shall permit and regulate such attendance commitment.
Directors are expected to attend all Board meetings and the general shareholders’ meeting of the Company.
Details of the remuneration of Directors are set out at section 5 of this Part IX (Directors and Corporate
Governance).
8.3 Board Committees of the Company
Pursuant to the By-Laws, the Board of Directors will establish an audit and control committee (the “Audit and
Control Committee”), and a remuneration and nomination committee (the “Remuneration and Nomination Committee”).
All members of the Audit and Control Committee and of the Remuneration and Nomination Committee must be nonexecutive Directors, but they are not required to be independent Directors except as described below.
Audit and Control Committee
The Audit and Control Committee is responsible for:
•

supervising the calculation of the Performance Fee to be paid to the Investment Manager;

•

responding to any questions that shareholders at general meetings may have in relation to the
responsibilities of the Audit and Control Committee;

•

overseeing the Company’s and its group’s internal risk control systems and risk management systems;

•

liaising with the auditors on any matters of significance raised by an audit concerning internal control
systems;

•

overseeing the elaboration and presentation of all required financial information;

•

requesting the Board of Directors to present to a general meeting of shareholders a resolution to appoint, reelect or replace the auditors;

•

supervising the internal audits;

•

liaising with the auditors in order to become aware of any factor which may affect the auditor’s
independence, and any other factors arising out of the audit process, and any other communications with the
auditors required by law or by relevant regulations. In any case, the Audit and Control Committee must
receive an annual confirmation of independence from the Company’s auditors and from the auditors of any
related entities, as well as details of any services rendered by the auditors or any related parties to these
entities;
86

29311849_27.docx

•

publishing an annual report before annual accounts are published setting out the committee’s views on the
auditor’s independence, and commenting on any of the additional services detailed above;

•

appointing and supervising the services provided by the external RICS accredited appraiser in connection
with the valuation of the Company’s real estate assets to be conducted as at 31 December and 30 June in
each year; and

•

performing any functions required by applicable laws and regulations.

The Audit and Control Committee must have a minimum of three and a maximum of five members, who are
appointed by the Board of Directors following proposals from the Remuneration and Nomination Committee. Only
external or non-executive Directors can form part of the Audit and Control Committee. At least one of its members must
be an independent Director. Members of the Audit and Control Committee serve for a term of up to three years and may
be re-elected to serve for an unlimited number of terms of the same duration.
The chairman of the Audit and Control Committee can serve a term of up to three years, after which he or she may
not be re-elected until a year after the end of that appointment. At least one member of the Audit and Control Committee
must be appointed due to his or her knowledge and experience of accounting and audit matters. The role of secretary of
the Audit and Control Committee will be carried out by the Secretary of the Board of Directors.
In accordance with the By-Laws and the regulations of the Board of Directors, the Audit and Control Committee will
meet every three months to review periodic financial information to be submitted to the relevant regulatory authorities as
well as any information which the Board of Directors must approve to include in the annual accounts. Any member of
the Audit and Control Committee can also request that a meeting be held.
The chairman of the Audit and Control Committee may also call a meeting, and he or she must do so on request of
the Board of Directors or its Chairman, anytime it is necessary to approve a proposal, or when required to perform its
role. A meeting of the Audit and Control Committee will be quorate if a majority of the members are present or
represented, and resolutions will also be passed by a majority vote. The chairman of the Audit and Control Committee
will have a casting vote.
Minutes of the meetings of the committee must be prepared and passed on to the Board of Directors.
The members of the Audit and Control Committee are Mr. José Luis del Valle (Chairman of the Committee), Mr.
Pedro Luis Uriarte and Mr. Miguel Pereda. Mr. Juan Gómez-Acebo is the Secretary of the Committee.
Remuneration and Nomination Committee
The Remuneration and Nomination Committee is responsible for:
•

setting out criteria for the composition of the management team of the Company and the selection of
Directors and informing the Board of Directors of the Company in relation to gender diversity and
qualifications of candidates;

•

informing the Board of Directors of the Company of the appointment or dismissal of senior managers and
any associated compensation or indemnity payments relating to any eventual dismissal, following a request
from the chief executive officer (if any);

•

presenting to the Board of Directors of the Company, at the request of the chairman of the Remuneration
and Nomination Committee, any proposals concerning remuneration policies affecting the senior
management team and the basic conditions of their contracts; and

•

any other tasks attributed to it under the By-Laws or the Internal Regulations or assigned to it by the Board
of Directors of the Company.

The Remuneration and Nomination Committee must have a minimum of three and a maximum of five members. The
members will be external or non-executive Directors, appointed by the Board of Directors following recommendations
from the Chairman of the Board of Directors. The majority of its members must be independent Directors.
Directors who are members to the Remuneration and Nomination Committee will carry out their role while they still
hold the position of Director, unless otherwise agreed by the Board of Directors. The re-appointment, re-election or
termination of the appointment of a member of the Remuneration and Nomination Committee will be in accordance with
what was agreed by the Board of Directors. At least one of the members of the Remuneration and Nomination
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Committee must have experience in remuneration matters. The Secretary of the Board of Directors, who will have no
voting rights, will be the secretary of the Remuneration and Nomination Committee.
The Remuneration and Nomination Committee will meet at least once a year. The committee will also meet at the
request of one of its members, and at the request of its Chairman. The chairman of the Remuneration and Nomination
Committee must convene a meeting if so asked by the Board of Directors of the Company or if the Chairman requires a
report or needs to adopt a proposal and as often as is necessary for the Remuneration and Nomination Committee to
perform its role effectively.
A meeting of the Remuneration and Nomination Committee will be quorate if a majority of the members are present
or represented, and resolutions will be passed by majority voting. The chairman of the Remuneration and Nomination
Committee will have a casting vote. The committee must keep minutes of its meetings and circulate them to the members
of the Board of Directors.
The members of the Remuneration and Nomination Committee are Mr. Roger Cooke (Chairman of the Committee),
Mr. Alec Emmott and Mr. Miguel Pereda. Mr. Juan Gómez-Acebo is the Secretary of the Committee.
8.4 Internal controls
The Board acknowledges it is responsible for overseeing the efficiency of the system of internal control and risk
management maintained by the Investment Manager on behalf of the Company, in order to safeguard the Company’s
assets. Such a system is designed to identify, manage and mitigate financial, operational and compliance risks inherent to
the Company. The system is designed to manage rather than eliminate the risk of failure to achieve business objectives
and can only provide reasonable, but not absolute, assurance against material misstatement or loss.
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PART X: HISTORICAL FINANCIAL INFORMATION
SECTION A: ACCOUNTANT’S REPORT ON THE HISTORICAL INTERIM FINANCIAL INFORMATION
OF THE COMPANY
Translation of a report originally issued in Spanish based on our work performed in accordance with the audit
regulations in force in Spain and of interim financial statements originally issued in Spanish and prepared in accordance
with the regulatory financial reporting framework applicable to the Company (see Notes 2 and 12). In the event of a
discrepancy, the Spanish-language version prevails.

INDEPENDENT AUDITORS’ REPORT ON INTERIM FINANCIAL STATEMENTS
To the Sole Shareholder of Lar España Real Estate SOCIMI, S.A.:
Report on the interim financial statements
We have audited the accompanying interim financial statements of Lar España Real Estate SOCIMI, S.A., which
comprise the balance sheet at 24 January 2014 and the related income statement, statement of changes in equity,
statement of cash flows and explanatory notes thereto for the eight-day period then ended.
Responsibility of the directors in relation to the interim financial statements
The directors are responsible for the preparation of the accompanying interim financial statements, so that they present
fairly the equity, financial position and results of operations of Lar España Real Estate SOCIMI, S.A., in conformity with
the regulatory financial reporting framework applicable to the Company in Spain (identified in explanatory Note 2.1 to
the accompanying interim financial statements for the eight-day period ended 24 January 2014), and for the internal
control that they consider necessary to permit the preparation of the interim financial statements free from material
misstatement, whether due to fraud or error.
Responsibility of the auditor
Our responsibility is to express an opinion on the accompanying interim financial statements based on our audit. Our
work was performed in accordance with the audit regulations in force in Spain. These regulations require that we comply
with ethical requirements and plan and perform the audit in order to obtain reasonable assurance that the interim financial
statements are free from material misstatement.
An audit requires the performance of procedures in order to obtain audit evidence supporting the amounts and disclosures
in the interim financial statements. The procedures selected depend on the auditor’s judgement, including the assessment
of the risk of material misstatement in the interim financial statements, whether due to fraud or error. In performing the
aforementioned risk assessments, the auditor takes into account the internal control relevant to the preparation by the
entity of the interim financial statements in order to design audit procedures that are appropriate based on the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
An audit also includes the assessment of the appropriateness of the accounting policies used, of the reasonableness of the
accounting estimates made by management and of the presentation of the interim financial statements taken as a whole.
We consider that the audit evidence we have obtained provides a sufficient and appropriate basis for our audit opinion.

Opinion
In our opinion, the accompanying interim financial statements present fairly, in all material respects, the equity and
financial position of Lar España Real Estate SOCIMI, S.A. at 24 January 2014, and the results of its operations and its
cash flows for the eight-day period then ended, in conformity with the regulatory financial reporting framework
applicable to the Company and, in particular, with the accounting principles and rules contained therein.
Emphasis of matter paragraph
We draw attention to explanatory Notes 1 and 2.2 to the accompanying interim financial statements, which indicates that
the Company was incorporated on 17 January 2014. The accompanying interim financial statements were prepared as
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part of the Company's stock exchange flotation in order to provide the Company's historical information. This matter
does not qualify our audit opinion.

Antonio Rueda
6 February 2014
DELOITTE, S.L.
Pza. Pablo Ruiz Picasso, 1, Torre Picasso
28020 Madrid (Spain)
Registered in ROAC under no. S0692
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SECTION B: HISTORICAL INTERIM FINANCIAL INFORMATION OF THE COMPANY
LAR ESPAÑA REAL ESTATE SOCIMI, S.A. INTERIM FINANCIAL STATEMENTS
INTERIM BALANCE SHEET AT 24 JANUARY 2014
Year at 24 January
2014

Assets

(euros)

Current Assets ..............................................................................................................................
Cash and cash equivalents ...........................................................................................................
Cash .............................................................................................................................................
Total Assets ................................................................................................................................

60,000
60,000
60,000
60,000

Year at 24 January
2014

Equity and liabilities

(euros)

Equity (Note 5) ............................................................................................................................
Shareholders’ equity ................................................................................................................
Share Capital ............................................................................................................................
Reserves ...................................................................................................................................
Loss for the year.......................................................................................................................
Current Liabilities ........................................................................................................................
Trade and other payables .........................................................................................................
Payable to suppliers .................................................................................................................
Total Equity and Liabilities...................................................................................................

30,936
30,936
60,000
(2,000)
(27,064)
29,064
29,064
29,064
60,000

The accompanying Notes 1 to 12 are an integral part of the interim balance sheet at 24 January 2014.
INTERIM INCOME STATEMENT FOR THE EIGHT-DAY PERIOD ENDED 24 JANUARY 2014
Eight-Days ended
24 January 2014

Continuing operations

(euros)

Other operating expenses (Note 7.1) ..................................................................................................
Outside services ..................................................................................................................................
Loss from operations ..........................................................................................................................
Loss before tax ....................................................................................................................................
Loss for the period ..............................................................................................................................

(27,064)
(27,064)
(27,064)
(27,064)
(27,064)

The accompanying Notes 1 to 12 are an integral part of the interim income statement for the eight-day period ended
24 January 2014.
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INTERIM STATEMENT OF CHANGES IN EQUITY FOR THE EIGHT-DAY PERIOD ENDED 24
JANUARY 2014.
A) Statement of recognized income and expense
Eight-Days
ended 24
January 2014
(euros)

Loss per income statement (I) ..................................................................................................................
Total income and expense recognized directly in equity (II) ...................................................................
Total transfers to profit or loss (III) .........................................................................................................
Total recognized income and expense (I+II+III) .....................................................................................

(27,064)
(27,064)

The accompanying Notes 1 to 12 are an integral part of the interim statement of recognized income and expense for
the eight-day period ended 24 January 2014.

B) Statement of changes in total equity
Share Capital

Loss for the
year

Reserves

Total

(euros)

Transactions with shareholders
Incorporation of the Company (Note 5) .....................
Total recognized income and expense ...........................
Ending balance .............................................................

60,000
60,000

(2,000)
(2,000)

(27,064)
(27,064)

58,000
(27,064)
30,936

The accompanying Notes 1 to 12 are an integral part of the interim statement of changes in total equity for the eightday period ended 24 January 2014.

INTERIM STATEMENT OF CASH FLOWS FOR THE EIGHT-DAY PERIOD ENDED 24 JANUARY 2014
Eight-Days
ended 24
January 2014
(euros)

Cash flows from operating activities (I) ...............................................................................................
Loss for the year before tax ..................................................................................................................
Changes in working capital ...................................................................................................................
Trade and other payables ......................................................................................................................
Cash flows from investing activities (II) ..............................................................................................
Cash flows from financing activities (III) ............................................................................................
Proceeds and payments relating to equity instruments ......................................................................
Proceeds from issue of equity instruments (Note 5) .............................................................................
Effect of foreign exchange rate changes (IV).......................................................................................
Net increase/ decrease in cash and cash equivalents (I+II+III+IV) ...................................................
Cash and cash equivalents at beginning of period ...................................................................................
Cash and cash equivalents at end of period .............................................................................................

2,000
(27,064)
29,064
29,064
58,000
58,000
58,000
60,000
60,000

The accompanying Notes 1 to 12 are an integral part of the interim statement of cash flows for the eight-day period
ended 24 January 2014.
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NOTES TO INTERIM FINANCIAL STATEMENTS
Translation of interim financial statements originally issued in Spanish and prepared in accordance with the regulatory
financial reporting framework applicable to the Company (see Notes 2 and 12). In the event of a discrepancy, the
Spanish-language version prevails.
Lar España Real Estate SOCIMI, S.A.
Notes to the interim financial statements
for the eight-day period ended
24 January 2014
1.

Company activities

Lar España Real Estate SOCIMI, S.A. ("the Company") was incorporated in Spain on 17 January 2014 in accordance
with the Spanish Limited Liability Companies Law. Its registered office is at Calle Rosario Pino 14-16, Madrid.
The Company’s object is as follows:
•

The acquisition and development of urban properties earmarked for lease.

•

The ownership of interests in the share capital of other real estate investment trusts (“REITs” or “SOCIMIs”) or
other companies not resident in Spain with a company object identical to that of the former, which are subject to
a regime similar to that established for the REITs in relation to the obligatory profit distribution policy stipulated
by law or the By-Laws.

•

The ownership of interests in the share capital of other companies, resident or not in Spain, the principal
company object of which is the acquisition of urban properties earmarked for lease, which are subject to the
regime established for REITs in relation to the obligatory profit distribution policy stipulated by law or the ByLaws, and meet the investment requirements referred to in Article 3 of Law 11/2009, of 26 October, amended
by Law 16/2012, of 27 December, regulating real estate investment trusts ("SOCIMI").

•

The ownership of shares or ownership interests in property collective investment undertakings governed by
Collective Investment Undertakings Law 35/2003, of 4 November.

•

The performance of other ancillary activities deemed to be those that generate rental income, which as a whole
represent at least 20% of the Company’s rental income in each tax period or those which may be considered
ancillary pursuant to the legislation applicable at any given time.

All activities required by law to meet special requirements that are not met by the Company are excluded.
The aforementioned business activities may also be fully or partially carried on indirectly by the Company through
ownership interests in another company or other companies with a similar object.
Regulatory regime
The Company is regulated by the Spanish Limited Liability Companies Law.
Once the tax authorities have been notified of the Company's decision to apply the tax regime of real estate investment
trusts (SOCIMI) (adopted as indicated in Note 11 below), the Company will also be regulated by Real Estate Investment
Trusts Law 11/2009, of 26 October. Article 3 of Law 11/2009, of 26 October, establishes certain requirements for this
type of company, namely:
1.

They must have invested at least 80% of the value of their assets in urban properties earmarked for lease, in land
to develop properties to be earmarked for that purpose, provided that development begins within three years
following its acquisition, and in equity investments in other companies referred to in Article 2.1 of Law
11/2009.

2.

At least 80% of the rental income from the tax period corresponding to each year, excluding the rental income
deriving from the transfer of the ownership interests and the properties used by the Company to achieve its
principal object, once the retention period referred to below has elapsed, should arise from the lease of
properties and dividends or shares of profits arising from the aforementioned investments.
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3.

2.

The properties included in the company’s assets should remain leased for at least three years. The time during
which the properties have been made available for lease will be included in calculating this term, with a
maximum of one year.

Basis of presentation of the interim financial statements

2.1 Regulatory financial reporting framework applicable to the Company
These interim financial statements for the eight-day period ended 24 January 2014 were formally prepared by the
Board of Directors in accordance with the regulatory financial reporting framework applicable to the Company,
which consists of:
a) The Spanish Commercial Code and all other Spanish corporate law.
b) The Spanish National Chart of Accounts approved by Royal Decree 1514/2007 and the industry adaptation
for real estate companies.
c) The mandatory rules approved by the Spanish Accounting and Audit Institute in order to implement the
Spanish National Chart of Accounts and the relevant secondary legislation.
d) All other applicable Spanish accounting legislation.
2.2 Fair presentation
The interim financial statements for the eight-day period ended 24 January 2014, which were obtained from the
Company's accounting records, are presented in accordance with the regulatory financial reporting framework
applicable to the Company and, in particular, with the accounting principles and rules contained therein and,
accordingly, present fairly the Company's equity, financial position, results of operations and cash flows for the
eight-day period ended 24 January 2014.
These interim financial statements for the eight-day period ended 24 January 2014, which were formally prepared by
the Company's Board of Directors, were prepared as part of the Company's stock exchange flotation in order to
divulge the Company's historical economic and financial information.
2.3 Key issues in relation to the measurement and estimation of uncertainty
In preparing the accompanying interim financial statements for the eight-day period ended 24 January 2014
estimates were made by the Company’s Board of Directors in order to measure certain of the assets, liabilities,
income, expenses and obligations reported herein. These estimates relate basically to the expenses incurred by the
Company since its incorporation. Although these estimates were made on the basis of the best information available
at the end of the eight-day period ended 24 January 2014, events that take place in the future might make it necessary
to change these estimates (upwards or downwards) in the future. Changes in accounting estimates would be applied
prospectively.
2.4 Comparative information
The Company was incorporated on 17 January 2014. Consequently, there is not information for the purposes of
comparison.
3. Accounting policies
The principal accounting policies used by the Company in preparing its interim financial statements for the eight-day
period ended 24 January 2014, in accordance with the Spanish National Chart of Accounts, were as follows:
3.1 Investment property
“Investment Property” in the interim balance sheet reflects the values of the land, buildings and other structures held
either to earn rentals or for capital appreciation.
These assets are initially recognised at acquisition or production cost and are subsequently reduced by the related
accumulated depreciation and by any impairment losses recognised.
Property, plant and equipment upkeep and maintenance expenses are recognised in the income statement for the year
in which they are incurred. However, the costs of improvements leading to increased capacity or efficiency or to a
lengthening of the useful lives of the assets are capitalised.
For non-current assets that necessarily take a period of more than twelve months to get ready for their intended use,
the capitalised costs include such borrowing costs as might have been incurred before the assets are ready for their
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intended use and which have been charged by the supplier or relate to loans or other funds borrowed specifically or
generally directly attributable to the acquisition of the assets.
Property, plant and equipment upkeep and maintenance expenses are recognised in the income statement for the year
in which they are incurred. However, the costs of improvements leading to increased capacity or efficiency or to a
lengthening of the useful lives of the assets are capitalised.
The Company depreciates its investment property by the straight-line method at annual rates based on the years of
estimated useful life of the assets, the detail being as follows:

Depreciation Rate
Buildings
Plant and machinery
Other fixtures and furniture
Other items of investment property

2%
10%
10%
10%

Assets in the course of construction for rental or for purposes not yet determined are carried at cost less any
impairment losses recognised. Depreciation of these assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.
Impairment of investment property
Whenever there are indications of impairment, the Company tests the investment property for impairment to
determine whether the recoverable amount of the assets has been reduced to below their carrying amount.
The recoverable amount is calculated as the higher of fair value less costs to sell and value in use; value in use is
defined as the present value of estimated future cash flows expected to arise from the continuing use of an asset and,
where applicable, from its sales or disposal by any other means, taking into account its present condition, and
discounted at a risk-free market interest rate, adjusted for the risks specific to the assets that did not adjust estimates
of future cash flows.
The Company commissions independent valuers to determine the fair value of all its investment property assets at
period-end. These valuations are carried out in accordance with the Appraisal and Valuation Standards issued by the
Royal Institute of Chartered Surveyors (RICS) of the United Kingdom and the International Valuation Standards
(IVS) issued by the International Valuation Standards Committee (IVSC). The buildings were valued on a case-bycase basis, taking into account each of the leases in force at period-end. The buildings with areas that are not leased
were valued on the basis of the estimated future income, less a period for the marketing thereof.
To calculate the value in use of investment property, the amount the Company expects to recover through its lease is
taken into consideration. To this end, the cash flow projections generated on the basis of the best estimate of the lease
payments are used, based on the expectations for each asset and taking into consideration in the calculation of the
cash flows or the discount rate any uncertainty that may entail a reduction therein. The value in use of investment
property does not have to be identical to its fair value since the former is due to entity-specific factors, primarily the
capacity to impose prices above or below market levels, due to assuming different risks or incurring costs
(construction or marketing, in the case of investments in progress, cost of refurbishment, maintenance, etc.) other than
those relating to companies in the industry in general.
The carrying amount of the Company's investment property is adjusted at the end of each year, by recognising the
corresponding impairment loss, in order to bring it into line with the recoverable amount when the fair value is less
than the carrying amount.
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised in prior years. A reversal of an impairment loss is
recognised as income.
3.2 Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
incidental to ownership of the leased asset to the lessee. All other leases are classified as operating leases. The
Company does not perform any finance lease transactions.
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Operating leases
In operating leases, the ownership of the leased asset and substantially all the risks and rewards relating to the leased
asset remain with the lessor.
If the Company acts as the lessor, lease income and expenses from operating leases are recognised in income on an
accrual basis. Also, the acquisition cost of the leased asset is presented in the balance sheet according to the nature of
the asset, increased by the costs directly attributable to the lease, which are recognised as an expense over the lease
term, applying the same method as that used to recognise lease income.
A payment made on entering into or acquiring a leasehold that is accounted for as an operating lease represents
prepaid lease payments that are amortised over the lease term in accordance with the pattern of benefits provided.
3.3 Financial instruments
3.3.1. Financial assets
Classification
The financial assets held by the Company are classified in the following categories:
a)

Loans and receivables: financial assets arising from the sale of goods or the rendering of services in the ordinary
course of the Company's business, or financial assets which, not having commercial substance, are not equity
instruments or derivatives, have fixed or determinable payments and are not traded in an active market.
b) The guarantees and deposits made by the Company in compliance with the contractual clauses of the various
lease agreements into which it has entered.
c) Equity investments in Group companies, associates and jointly controlled entities: Group companies are deemed
to be those related to the Company as a result of a relationship of control and associates are companies over
which the Company exercises significant influence. Jointly controlled entities include companies over which, by
virtue of an agreement, the Company exercises joint control with one or more other venturers.
Initial recognition
In general terms, financial assets are initially recognised at the fair value of the consideration given, plus any directly
attributable transaction costs.
Subsequent measurement
Loans and receivables and held-to-maturity investments are measured at amortised cost.
Investments in Group companies and associates and interests in jointly controlled entities are measured at cost net,
where appropriate, of any accumulated impairment losses. These losses are calculated as the difference between the
carrying amount of the investments and their recoverable amount. Recoverable amount is the higher of fair value less
costs to sell and the present value of the future cash flows from the investment. Unless there is better evidence of the
recoverable amount, it is based on the value of the equity of the investee, adjusted by the amount of the unrealised
gains existing at the date of measurement (including any goodwill).
At least at each reporting date the Company tests all financial assets for impairment. Objective evidence of
impairment is considered to exist when the recoverable amount of the financial asset (including the guarantees and
deposits provided by the debtor) is lower than its carrying amount. When this occurs, the impairment loss is
recognised in the income statement.
The Company assesses the existence of objective evidence of impairment, in the case of loans and receivables,
considering the financial difficulties of the debtor and non-compliance with contractual clauses, although it does take
other objective evidence of impairment into consideration, such as, inter alia, delays in payment.
The Company derecognises a financial asset when the rights to the cash flows from the financial asset expire or have
been transferred and substantially all the risks and rewards of ownership of the financial asset have also been
transferred.
However, the Company does not derecognise financial assets, and recognises a financial liability for an amount equal
to the consideration received in transfers of financial assets in which substantially all the risks and rewards of
ownership are retained.
3.3.2 Financial liabilities
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Financial liabilities include accounts payable by the Company that have arisen from the purchase of goods or services
in the normal course of the Company's business and those which, not having commercial substance, cannot be classed
as derivative financial instruments.
Accounts payable are initially recognised at the fair value of the consideration received, adjusted by the directly
attributable transaction costs. These liabilities are subsequently measured at amortised cost.
The Company derecognises financial liabilities when the obligations giving rise to them cease to exist.
3.3.3 Equity instruments
An equity instrument is a contract that evidences a residual interest in the assets of the Company after deducting all of
its liabilities.
Equity instruments issued by the Company are recognised in equity at the proceeds received, net of issue costs.
3.4 Inventories
Inventories includes land and property developments earmarked for sale. Land and building lots are carried at
acquisition cost, plus any urban development costs, other purchase costs and borrowing costs incurred on the related
financing during the performance of the construction work. On commencement of the development work, the
capitalised cost of the land is transferred to property developments in progress.
The costs incurred in property developments (or in portions thereof) construction of which had not been completed at
year-end are classified as work in progress. The cost relating to property developments for which construction was
completed in the year is transferred from “Property Developments in Progress” to “Completed Properties”. These
costs include those relating to land, urban development and construction as well as those associated with the related
financing whenever the term of the construction work exceeds one year and the borrowing costs are specifically
allocated to the development in progress. If the work is halted, the Company suspends capitalisation of borrowing
costs until the work is resumed.
Inventories are measured at the end of each reporting period at cost, less any write-downs required, obtained from
appraisals performed by independent valuers, to reduce them to their estimated realisable value.
3.5 Foreign currency transactions
The Company's functional currency is the euro. Therefore, transactions in currencies other than the euro are deemed
to be “foreign currency transactions” and are recognised by applying the exchange rates prevailing at the date of the
transaction. At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies are
translated to euros at the rates then prevailing. Any resulting gains or losses are recognised directly in the income
statement in the year in which they arise.
3.6 Income tax
Until the date the Company decides to apply the tax regime of real estate investment trusts (SOCIMI) it is subject to
standard income tax regime.
Once the special tax regime for REITs is applicable, the Company will be subject to an income tax rate of 0%.
As established by Article 9.2 of Law 11/2009, of 26 October, the Company will be subject to a special tax charge of
19% on the full amount of any dividends or shares in profit paid to shareholders with an ownership interest in the
share capital of the Company equal to or more than 5%, when such dividends are tax-exempt or taxed at a rate below
10% in the tax domicile of the shareholder (for these purposes, final tax due under the Spanish Non Resident Income
Tax Law is also taken into consideration). However, the aforementioned special charge will not be applicable when
the dividends or shares in profit are paid to entities the object of which is the ownership of interests in the share
capital of other REITs or other companies not resident in Spain with a company object identical to that of the former,
which are subject to a regime similar to that established for the REITs in relation to the obligatory profit distribution
policy stipulated by law or the By-Laws, with respect to shareholders with an ownership interest equal to or more
than 5% in the share capital thereof and are taxed on these dividends or shares in profit at a tax rate of at least 10%.
3.7 Revenue and expense recognition
Revenue and expenses are recognised on an accrual basis, i.e. when the actual flow of the related goods and services
occurs, regardless of when the resulting monetary or financial flow arises. Revenue is measured at the fair value of
the consideration received, net of discounts and taxes.
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Revenue from sales is recognised when the significant risks and rewards of ownership of the goods sold have been
transferred to the buyer, and the Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold.
Rental income is recognised on an accrual basis and incentive-related income and the initial costs and shortcomings
of leases are recognised in profit or loss on a straight-line basis.
The Company recognises property development sales and the related cost when the properties are handed over and
title thereto has been transferred, which generally coincides with the date on which the public deed is executed.
Interest income from financial assets is recognised using the effective interest method and dividend income is
recognised when the shareholder's right to receive payment has been established.
3.8 Provisions and contingencies
When preparing the interim financial statements the Company's Board of Directors made a distinction between:
a)

Provisions: credit balances covering present obligations arising from past events with respect to which it is
probable that an outflow of resources embodying economic benefits that is uncertain as to its amount and/or
timing will be required to settle the obligations; and
b) Contingent liabilities: possible obligations that arise from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more future events not wholly within the control of the
Company.
The interim financial statements include all the provisions with respect to which it is considered that it is more likely
than not that the obligation will have to be settled. Contingent liabilities are not recognised in the interim financial
statements, but rather are disclosed, unless the possibility of an outflow in settlement is considered to be remote.
Provisions are measured at the present value of the best possible estimate of the amount required to settle or transfer
the obligation, taking into account the information available on the event and its consequences. Where discounting is
used, adjustments made to provisions are recognised as interest cost on an accrual basis.
3.9 Environmental assets and liabilities
Environmental assets are deemed to be assets used on a lasting basis in the Company's operations whose main
purpose is to minimise environmental impact and protect and improve the environment, including the reduction or
elimination of future pollution.
In view of the business activities currently carried on by the Company, it does not have any environmental liability,
expenses, assets, provisions or contingencies that might be material with respect to its equity, financial position or
results. Therefore, no specific disclosures relating to environmental issues are included in these notes to the interim
financial statements.
3.10 Current/Non-current classification
Current assets are assets associated with the normal operating cycle, which in general is considered to be one year,
and other assets which are expected to mature, be disposed of or be realised within twelve months from the end of the
reporting period, such as cash and cash equivalents. Assets that do not meet these requirements are classified as noncurrent assets.
Similarly, current liabilities are liabilities associated with the normal operating cycle and, in general, all obligations
that will mature or be extinguished at short term. All other liabilities are classified as non-current liabilities.
3.11 Related party transactions
The Company performs all its transactions with related parties on an arm’s length basis and in accordance with the
terms and conditions reflected in the agreements.
4. Information on the nature and level of risk of financial instruments
Qualitative information
The Company’s financial risk management is centralised in its Management, which has established the mechanisms
required to control exposure to interest rate fluctuations and credit, liquidity and foreign currency risk.
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5.

Equity and shareholders’ equity

5.1 Share capital
The Company was incorporated on 17 January 2014 through the issuance of 30,000 registered shares of EUR 2 par
value each, fully subscribed and paid by Grupo Lar Inversiones Inmobiliarias, S.A.
At the end of the eight-day period ended 24 January 2014, the Company’s share capital amounted to EUR 60,000 and
was represented by 30,000 shares of EUR 2 par value each, all of the same class.
The detail of the share capital at 24 January 2014 is as follows:
Number of Shares

Percentage of Ownership

Shareholders
Grupo LAR Inversiones Inmobiliarias,S.A.
Total

30,000
30,000

100%
100%

5.2 Legal reserve
Under the Spanish Limited Liability Companies Law, the Company must transfer 10% of net profit for each year to
the legal reserve until the balance of this reserve reaches 20% of the share capital.
The legal reserve can be used to increase capital provided that the remaining reserve balance does not fall below 10%
of the increased share capital amount. Otherwise, until the legal reserve exceeds 20% of share capital, it can only be
used to offset losses, provided that sufficient other reserves are not available for this purpose.
5.3 Distribution of profit
The Company has not resolved to distribute any profit since its incorporation.
Once it has availed itself of the tax regime for REITs, the Company will be subject to the profit distribution regime
provided for in Article 6 of Law 11/2009. The Company will be required to distribute in the form of dividends to its
shareholders, once the related corporate obligations have been met, the profit obtained in the year, the distribution of
which must be approved within six months of each year-end, as follows:
a)
b)

c)

All the profit from dividends or shares in profits paid by the entities referred to in Article 2.1. of Law 11/2009.
At least 50% of the profits arising from the transfer of property, shares or ownership interests referred to in
Article 2.1. of Law 11/2009, of 26 October, performed once the deadlines referred to in Article 3.3 of Law
11/2009 have expired, which are used to achieve the company’s principal object. The remainder of these profits
should be reinvested in other property or investments related to the performance of this object within three
years from the transfer date. Otherwise these profits should be distributed in full together with any profit
arising in the year in which the reinvestment period expires. If the items subject to reinvestment are transferred
before the maintenance period, the related profits must be distributed in full together with any profits arising in
the year in which they were transferred. The distribution obligation does not extend to the portion of these
profits, if any, that may be allocated to years in which the Company did not file tax returns under the special
tax regime established in Law 11/2009, of 26 October.
At least 80% of the remaining profits obtained.

When dividends are distributed with a charge to reserves out of profit for a year in which the special tax regime had
been applied, the distribution must be approved as set out above.
The legal reserve of companies which have chosen to avail themselves of the special tax regime established in Law
11/2009, 26 October, must not exceed 20% of the share capital. The By-Laws of these companies may not establish
any other restricted reserve.
6.

Tax matters

6.1 Reconciliation of the accounting loss to the tax loss
At 24 January 2014, the tax loss was calculated on the basis of the accounting loss for the year plus the expenses
arising from the incorporation of Company which were recognised directly in equity. At the reporting date of the
interim financial statements, the Company had not recognised a deferred tax asset in this connection.
6.2 Years open for review and tax audits
99
29311849_27.docx

Under current legislation, taxes cannot be deemed to have been definitively settled until the tax returns filed have
been reviewed by the tax authorities or until the four-year statute-of-limitations period has expired.
7.

Income and expenses

7.1 Outside services
"Outside Services" includes mainly the expenses resulting from the financial audit of the interim financial
statements at 24 January 2014 and the expenses incurred in the Company's stock exchange flotation process.
8. Disclosures on the payment periods to suppliers. Additional Provision Three. “Disclosure obligation” provided
for in Law 15/2010, of 5 July.
In relation to the disclosures required by Additional Provision Three of Law 15/2010, of 5 July, at 24 January 2014,
the balance payable to suppliers was not past-due by more than the legally established payment period. No payments
were performed in the eight-day period ended 24 January 2014.
The maximum payment period applicable to the Company for payments is 60 days. The information indicated above
relates to suppliers and creditors that because of their nature are trade creditors for the supply of goods and services
and, therefore, it includes the figures relating to “Payable to Suppliers” and “Sundry Accounts Payable” under
“Current Liabilities” in the interim balance sheet.
9. Related party transactions and balances
9.1 Remuneration of directors and senior executives
In the eight-day period ended 24 January 2014 the Company's sole director did not receive any remuneration of any
kind and there were no accounts receivable from or payable to him. Similarly, the Company has not granted any
loans to its sole director and it does not have any pension fund, life insurance or other similar obligations to it. The
sole director's representative was a man.
The Company's management duties were performed by the sole director, and senior management received no
remuneration during the period.
9.2 Detail of investments in companies with similar activities and of the performance, as independent professionals
or as employees, of similar activities by the directors
At 24 January 2014, the directors and their representative held investments in the share capital of the following
companies engaging in an activity that is identical, similar or complementary to the activity that constitutes the
Company's object. Also, following is a detail of the positions held and functions discharged at those companies (see
Appendix I).
10. Other disclosures
10.1 Fees paid to auditors
In the eight-day period ended 24 January 2014, the fees for financial audit and other services provided by the
Company’s auditor, Deloitte, S.L., or by a firm related to the auditor as a result of a relationship of control, common
ownership or common management, were as follows (in euros):
Services Provided by the
Auditor of the Financial
Statements and by Related
Companies
4,000

Audit services

4,000

Total audit and related services

5,000

Other services

9,000

Total professional services
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10.2 Agreements with the sole shareholder
At the date of formal preparation of these interim financial statements, the Board of Directors had authorised that an
agreement (Investment Manager Agreement) be entered into with its sole shareholder under which the sole
shareholder will undertake to manage the investments carried out by the Company in accordance with the terms and
conditions finally agreed between the parties in the aforementioned agreement.
10.3 Comparison with IFRSs
Article 525 of the Spanish Limited Liability Companies Law provides that companies that have issued securities
listed on a regulated market of any European Union Member State and that, pursuant to current legislation, only
publish separate financial statements for the period, must disclose in the notes to the interim financial statements for
the period the main changes that would have arisen in equity and in the income statement had International
Financial Reporting Standards as adopted by the European Union (“EU-IFRSs”) been applied.
In this regard, there were no differences in the Company's equity at 24 January 2014 or in the interim income
statement for the eight-day period then ended between that established in the Spanish National Chart of Accounts
and the EU-IFRSs.
The Board of Directors assessed the main changes arising from the application of the different accounting
legislations which would affect the Company's equity and its income statement in the performance of the activities
which constitute its company object (see Note 1). The most significant difference relates to the change in the
accounting treatment in the valuation of property assets, which are valued at the balance sheet date at the lower of
their carrying amount or their recoverable amount (see Note 3.1) under the Spanish National Chart of Accounts,
although, if the Company opted to apply the EU-IFRS they would be valued at their fair value.
11. Events after the reporting period
After the reporting period date, the Company's sole director resolved to adopt the following decisions: (i) to apply
the special tax regime for REITs, (ii) as a consequence and in accordance with Law 11/2009, to change its company
name from Lar España Real Estate, S.A. to Lar España Real Estate SOCIMI, S.A., and (iii) to change the
Company's managing body (previously entrusted to a sole director) to take the form of a Board of Directors.
In virtue of the foregoing, and despite the fact that the Company's new company name and the appointment of the
directors have yet to be registered at the Madrid Mercantile Registry, these interim financial statements were
formally prepared by the Board of Directors under the company name of Lar España Real Estate SOCIMI, S.A.
In accordance with that envisaged in transitional Provision 1 of Law 11/2009, the Company may opt to apply the
special tax regime for REITs even though it does not meet the requirements established therein, provided that such
requirements are met within two years from the date on which it was opted to apply the aforementioned regime. The
Company meets certain of the requirements established in Law 11/2009 and the Company’s management considers
that all the requirements will be achieved within the aforementioned term and, therefore, the special tax regime for
REITs is applicable.
12. Explanation added for translation to English
These interim financial statements are presented on the basis of the regulatory financial reporting framework
applicable to the Company (see Note 2.1). Certain accounting practices applied by the Company that conform with
that regulatory framework may not conform with other generally accepted accounting principles and rules.
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APPENDIX I
Detail of the positions and ownership interests held by the sole director in companies with a similar company
object
Position or Functions

Ownership
Interest

% Ownership
Interest

GRUPO LAR TERCIARIO, S.L.

INDIVIDUAL REPRESENTATIVE OF THE PRESIDENT OF
THE BOARD OF DIRECTORS “GLOBAL BYZAS, S.L.”

N/A

N/A

GRUPO LAR ACTIVIDAD
ARRENDAMIENTO, S.A.

PRESIDENT AND CHIEF EXECUTIVE OFFICER OF THE
BOARD OF DIRECTORS

N/A

N/A

N/A

N/A

N/A

N/A

GRUPO LAR ACTIVIDAD RESIDENCIAL, INDIVIDUAL REPRESENTATIVE OF THE PRESIDENT OF
S.L.
THE BOARD OF DIRECTORS “GLOBAL BYZAS, S.L.”

N/A

N/A

PARQUE COMERCIAL CRUCE DE
CAMINOS, S.L.

INDIVIDUAL REPRESENTATIVE OF THE JOINT
DIRECTOR DOC GRUPO LAR S.L.

N/A

N/A

ISLAZUL CENTRO COMERCIAL, S.L.

INDIVIDUAL REPRESENTATIVE OF THE SECRETARY
OF THE BOARD OF DIRECTORS GLOBAL CARONTE S.L.

N/A

N/A

N/A

N/A

N/A

N/A

Company

GRUPO LAR SENIOR, S.L.

GRUPO LAR EUROPA DEL ESTE, S.L.

PARQUE CASTILLEJA, S.L.

INVERSIONES YARMUK, S.A.

INDIVIDUAL REPRESENTATIVE OF THE PRESIDENT OF
THE BOARD OF DIRECTORS “GRUPO LAR
DESARROLLOS OFICINAS, S.L.”
INDIVIDUAL REPRESENTATIVE OF THE SECRETARY
AND CHIEF EXECUTIVE OFFICER OF THE BOARD OF
DIRECTORS “GLOBAL BYZAS, S.L.”

INDIVIDUAL REPRESENTATIVE OF THE PRESIDENT OF
THE BOARD OF DIRECTORS “GLOBAL CARONTE, S.L.”
AND MEMBER OF THE BOARD OF DIRECTORS OF
“GLOBAL BYZAS, S.L.”
INDIVIDUAL REPRESENTATIVE OF A MEMBER AND
THE CHIEF EXECUTIVE OFFICER OF THE BOARD OF
DIRECTORS “DESARROLLOS COMERCIALES Y DE
OCIO GRUPO LAR, S.L.”

GRUPO LAR GROSVENOR SERVICIOS
DOS, S.L.

INDIVIDUAL REPRESENTATIVE OF SOLE DIRECTOR
“GRUPO LAR TERCIARIO, S.L.”

N/A

N/A

FOMENTO DEL ENTORNO NATURAL,
S.L.

SECRETARY AND MEMBER OF THE BOARD OF
DIRECTORS

543

13.85%

REAL ESTATE SERVICES MEXICO
SIGLO XXI, SA DE CV

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR HUNGRÍA SAJÓ, KFT.

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR HUNGRÍA ILKA, KFT.

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR DRITTE
GRUNDSTUCKSGESELLSCHAFT, MBH

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR VIERTE
GRUNDSTUCKSGESELLSCHAFT, MBH

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR FUNFTE
GRUNDSTUCKSGESELLSCHAFT, MBH

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

S.C. AND CONSTRUCT CONSULT S.R.L.

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE POLONIA
SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE POLONIA II
SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE POLONIA III
SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE IV SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE V SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

S.C. PROPIETATI IMOBILIARE LAR
S.R.L.
S.C. GRUPO LAR IMOBILIARE LAR 3
S.R.L.
S.C. GRUPO LAR IMOBILIARE PATRU
S.R.L.
S.C. GRUPO LAR IMOBILIARE CINCI
S.R.L.
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GRUPO LAR REAL ESTATE VI SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR MANAGEMENT POLONIA
SP. Z.O.O

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR REAL ESTATE LATVIA SIA

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

IBEROBRASIL INVESTIMENTOS E
EMPREENDIMENTOS S.A

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MEROLAR DESENVOLVIMENTO E
GERENCIAMENTO S.A.

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR DESARROLLOS
INMOBILIARIOS, SAC

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR SERVICIOS COLOMBIA,
SAC

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

MENORCA & LAR SOCIEDAD
ANÓNIMA CERRADA

ALTERNATE MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

COSAPI INMOBILIARIA & GRUPO LAR
DESARROLLOS INMOBILIARIOS SAC

ALTERNATE MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A

GRUPO LAR DESARROLLOS
INMOBILIARIOS SAC

MEMBER OF THE BOARD OF DIRECTORS

N/A

N/A
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PART XI: THE ISSUE
1.

THE ISSUE

The Issue is expected to be in the region of €400 million. The estimated net proceeds to the Company (on the basis
of a €400 million Issue) are in the region of €390 million after the deduction of commissions and other estimated fees
and expenses payable by the Company and incurred in connection with the Issue of approximately €10 million (on the
basis of a €400 million Issue). The final issue size and Net Proceeds of the Issue are expected to be determined and
announced through the publication of a significant information announcement (Hecho Relevante) on 3 March 2014 once
the Placing is concluded and the Sole Bookrunner and the Company have agreed the number of Ordinary Shares that will
constitute the Placing.
J.P. Morgan will conditionally agree to place pursuant to the Placing Agreement up to 34,030,000 Placing Shares at
the Issue Price with certain institutional and qualified professional investors representing up to approximately 85% of the
issued share capital of the Company on Admission (on the basis of a €400 million Issue). Further details of the Placing
Agreement details are set out in section 11.2 of Part XIV (Additional Information).
Santander Investment, S.A., with registered address in Avenida de Cantabria s/n, 28660 Boadilla del Monte, Madrid,
will be the agent bank in the Issue.
The Ordinary Shares to be issued pursuant to the Issue will rank pari passu in all respects with the existing Ordinary
Shares, including as regards the right to vote and the right to receive all dividends and other distributions declared, made
or paid on the Company’s share capital after Admission. Immediately following Admission, the Ordinary Shares will be
freely transferable under the By-Laws, but will be subject to the restrictions referred to in Section C.5 of Part I
(Summary).
The Placing will be made by way of (a) an offer to institutional investors outside the United States pursuant to
Regulation S and (b) a private placement in the United States to persons reasonably believed to be QIBs in reliance on
Rule 144A or another exemption from, or in a transaction not subject to, the registration requirements of the US
Securities Act.
The Placing is conditional upon, among other things, the Placing Agreement having become unconditional in all
respects once certain conditions precedent have been satisfied and not having been terminated in accordance with its
terms. In addition, the Placing Agreement may be terminated by the Sole Bookrunner if the Anchor Investor Subscription
Agreement is terminated, or if the Anchor Investor fails to pay for any of its Anchor Investor Subscription Shares by 9:00
a.m. Madrid time on the Subscription Date.
The Investment Manager has undertaken to subscribe, at the Issue Price, an aggregate of 970,000 Issue Shares,
conditional on the Placing Agreement not having been terminated in accordance with its terms. The Investment Manager
is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of the Management Team (Mr.
Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family. In addition, Mr. Luis Pereda and Mr. Miguel
Pereda are, respectively, the Executive Chairman and Co-CEO of Grupo Lar. Mr. Miguel Pereda is also a member of the
Company’s Board.
Prior to the Issue, the Investment Manager, Grupo Lar, holds 100% of the issued share capital of the Company.
Immediately following Admission and after giving effect to its acquisition of 970,000 Issue Shares, it will hold a total of
1,000,000 Ordinary Shares and 2.5% of the beneficial interest in the Company (on the basis of a €400 million Issue). The
Issue will result in the beneficial interest of Grupo Lar in the Company being diluted by 97.5% (on the basis of a €400
million Issue).
The Company has entered into the Anchor Investor Subscription Agreement pursuant to which the Anchor Investor
has agreed to subscribe, at the Issue Price, an aggregate of 5,000,000 Issue Shares if the final number of Ordinary Shares
to be issued in the Issue is equal to or higher than 35,000,000, or such amount of Ordinary Shares which would represent
12.5 per cent. of the Issue Shares if the number of Issue Shares is lower than 35,000,000, conditional on the Placing
Agreement not having been terminated in accordance with its terms and certain other conditions being satisfied
(including that the final number of Ordinary Shares to be issued in the Issue is at least 30,000,000 and no more than
45,000,000).
The Placing and the Issue shall terminate automatically in the event that Admission has not been completed by 31
March 2014. In such case, the Sole Bookrunner or final subscribers (as applicable) would be obligated to return the
shares to the Company (if delivered), and the Company would be obligated to return the moneys paid (if any) by the Sole
Bookrunner or the final subscribers (as applicable), together with interest accrued from the date on which the Sole
Bookrunner or final subscribers (as applicable) paid for the shares until the date on which the Company repays the Issue
Price.
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The Company’s principal use of the Net Proceeds of the Issue will be to fund future real estate investments as well
as to fund the Company’s operating expenses consistent with the investment policy of the Company disclosed at section
5 of Part VII (Information on the Company). The Company expects to have fully invested the Net Proceeds of the Issue
in the period ranging from the 18th month to the 24th month following Admission.
From time to time the Sole Bookrunner and its affiliates may in the future provide the Company with investment
banking and other advisory services. In addition, in connection with the Issue, the Sole Bookrunner or any affiliate acting
as an investor for its own account may take up Ordinary Shares and in that capacity may retain, purchase or sell such
shares (or related investments), for its own account and may offer or sell such shares (or other investments) otherwise
than in connection with the Placing.
2.

AUTHORIZATIONS OF THE ISSUE

The Issue Shares will be issued pursuant to a decision adopted on 5 February 2014 by Grupo Lar, as current sole
shareholder of the Company, which has resolved to increase the share capital of the Company by up to €80 million,
through the issue and placement of up to 40 million new Ordinary Shares of the same class and series as those currently
in circulation, establishing their issue rate as €10.00 per share (with a nominal value of €2.00 and €8.00 as issue
premium), excluding the preferential subscription right corresponding to the existing shareholder of the Company. The
possibility of incomplete subscription has been expressly foreseen.
The issue of the Issue Shares does not require any authorization or administrative pronouncement other than the
general provisions on the CNMV’s approval and registration of this Prospectus, according to the provisions established
in the Spanish Law 24/1988, of 28 July, on the securities market (Ley 32/2011, de 4 de octubre, por la que se modifica la
Ley 24/1988, de 28 julio, del Mercado de Valores) and its implementing regulations and the Spanish Companies Act.
3.

THE ORDINARY SHARES

The Ordinary Shares to be issued will be created pursuant to the Spanish Companies Act. Each of the Ordinary
Shares carries one vote at a meeting of the Company’s shareholders. There are no restrictions on the voting rights of the
Ordinary Shares. The ISIN number of the Ordinary Shares will be announced through the publication of a significant
information announcement (Hecho Relevante) before Admission. Immediately following Admission, the Ordinary Shares
will be freely transferable under the By-Laws, but will be subject to the restrictions referred to in Section C.5 of Part I
(Summary). The Ordinary Shares are represented in registered book-entry form and held through the clearance and
settlement system managed by Iberclear.
The Placing of Ordinary Shares and the holding of Ordinary Shares by investors may be affected by the law or
regulatory requirements of the relevant jurisdiction, which may include restrictions on the free transferability of such
Ordinary Shares. Investors should consult their own advisors prior to an investment in the Ordinary Shares.
4.

ALLOCATION AND SIZING

All Issue Shares will be issued at the Issue Price. The Sole Bookrunner and the Company will agree, no later than 3
March 2014, the final number of Ordinary Shares that will constitute the Placing, which will be announced through the
publication of a significant information announcement (Hecho Relevante). The allocations of Placing Shares will be
determined by the Sole Bookrunner following consultation and agreement with the Company and the Investment
Manager.
5.

PLACING AGREEMENT

The Company, the Investment Manager and the Sole Bookrunner will enter into the Placing Agreement under which
the Sole Bookrunner will agree, subject to certain conditions, to use its reasonable endeavours to procure subscribers for
the Placing Shares under the Placing at the Issue Price. Further details of the Placing Agreement are set out in section
11.2 of Part XIV (Additional Information).
6.

LOCK-UPS

The Company will agree under the Placing Agreement that, without the prior written consent of the Sole
Bookrunner, which consent shall not be unreasonably withheld or delayed, it will not, during the period commencing on
the date on which the Placing Agreement is signed and ending 270 days following Admission, directly or indirectly issue,
offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant
any option, right or warrant to purchase, lend or otherwise transfer or dispose of any of its Ordinary Shares or any
securities convertible into or exercisable or exchangeable for the Ordinary Shares of the Company, file any registration
statement with respect to any of the foregoing, or enter into any swap or any other agreement or any transaction that
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transfers, in whole or in part, directly or indirectly, the economic consequence of ownership of its Ordinary Shares;
provided however, the foregoing restrictions shall not apply to the issue of Ordinary Shares pursuant to the Issue.
In addition, the Company and the Investment Manager (which is 83%-owned and effectively controlled by the
Pereda Family) have agreed under the Investment Manager Agreement (with respect only to the Performance Fee Shares)
and will agree under the Placing Agreement (with respect to any Ordinary Shares held by the Investment Manager) that,
subject to the exceptions referred to below, the Investment Manager shall not dispose of any Ordinary Shares prior to the
third anniversary of Admission or, with respect to any Performance Fee Shares, from the third anniversary of the date on
which such Ordinary Shares were delivered to the Investment Manager. The lock-up shall not apply to: (i) a disposal of
Ordinary Shares effected to fund the payment or discharge by the Investment Manager of any liability to tax arising in
connection with its receipt or acquisition of Performance Fee Shares and/or other Performance Fee Shares issued to the
Investment Manager as part of the discharge of the Performance Fee; (ii) a disposal of Ordinary Shares in connection
with a takeover or sale of the Company that is recommended by the Board of Directors of the Company or if the
Investment Manager is required by law to dispose of such Ordinary Shares; or (iii) following the termination of the
Investment Manager Agreement by the Company (save in the case when the Company has elected to terminate by reason
of a material breach by the Investment Manager of a term of the Investment Manager Agreement), or due to a Company’s
material breach or insolvency event or due to other termination events which are not under the Investment Manager’s
sole control.
The Anchor Investor is also subject to a “lock-up” undertaking with respect to the Anchor Investor Subscription
Shares during a period commencing on the date of the Anchor Investor Subscription Agreement and ending 180 days
following Admission. The lock-up shall not apply: (i) in the event of an intervening court order which orders the relevant
Anchor Investor entity to sell the Ordinary Shares it owns; (ii) to the acceptance of a general offer made to shareholders
of the Company (or to all such shareholders other than the offeror and/or any body corporate controlled by the offeror
and/or any persons acting in concert with the offeror) to acquire all the issued shares of the Company (other than any
shares which are already owned by the person making such offer and any other person acting in concert with him); (iii) to
the execution of an irrevocable undertaking to accept a general offer made to shareholders of the Company (or to all such
shareholders other than the offeror and/or any body corporate controlled by the offeror and/or any persons acting in
concert with the offeror) to acquire all the issued shares of the Company (other than any shares which are already owned
by the person making such offer and any other person acting in concert with him); (iv) to any disposal by the Anchor
Investor to any of its associates or any fund ultimately advised by Pacific Investment Management Company LLC,
provided that such transferee agrees to be bound by the provisions of the Anchor Investor Subscription Agreement and
enters into a deed of adherence to the Anchor Investor Subscription Agreement in a form reasonably acceptable to the
Company; (v) to a disposal pursuant to a compromise or arrangement between the Company and its creditors or any class
of them or between the Company and its members or any class of them which is agreed to by the creditors or members;
or (vi) to any disposal pursuant to any offer by the Company to purchase its own shares which is made on identical terms
to the holders of shares of the same class.
7.

SUBSCRIPTION AND PAYMENT

In order to expedite the registration and listing of the Issue Shares, it is expected that the Sole Bookrunner, in its
capacity as prefunding bank, will subscribe and pay for the Placing Shares and the Investment Manager Subscription
Shares on 5 March 2014 (the “Subscription Date”), acting in the name and on behalf of the final subscribers. Payment for
these shares by the prefunding bank is expected to be made to the Company in the Company’s account and these shares
will come into existence once registered at the Mercantile Registry of Madrid and recorded in book-entry form with
Iberclear. These shares will be delivered to the Sole Bookrunner, acting in the name and on behalf of the final
subscribers, following their registration and receipt of evidence thereof by Iberclear on the Subscription Date. Payment
by final investors to the Sole Bookrunner shall be made no later than the third Madrid business day after the Subscription
Date against delivery of the shares to final subscribers, which is expected to take place on or about 10 March 2014.
According to the Anchor Investor Subscription Agreement, it is expected that the Anchor Investor will subscribe and
pay for the Anchor Investor Subscription Shares on the Subscription Date.
8.

ADMISSION AND DEALINGS

Application will be made to list the Company’s Ordinary Shares on the Spanish Stock Exchanges and to have the
Company’s Ordinary Shares quoted through the SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) of the
Spanish Stock Exchanges. The Company expects the Ordinary Shares to be listed and quoted on the Spanish Stock
Exchanges on or about 6 March 2014. The symbol under which the Ordinary Shares will be quoted will be announced
through the publication of a significant information announcement (Hecho Relevante) before Admission.
SIBE
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The SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) links the four Spanish Stock Exchanges,
providing those securities listed on it with a uniform continuous market that eliminates certain of the differences between
the local exchanges. The principal feature of the system is the computerized matching of bid and offer orders at the time
of entry of the relevant order. Each order is executed as soon as a matching order is entered, but can be modified or
cancelled until it is executed. The activity of the market can be continuously monitored by investors and brokers. The
SIBE is operated and regulated by Sociedad de Bolsas, S.A. (“Sociedad de Bolsas”). All trades on the SIBE must be
placed through a brokerage firm, a dealer firm or a credit entity that is a member of a Spanish Stock Exchange.
In a pre-opening session held from 8:30 a.m. to 9:00 a.m. each trading day, an opening price is established for each
security traded on the SIBE based on a real-time auction in which orders can be entered, modified or cancelled but not
executed. During this pre-opening session, the system continuously displays the price at which orders would be executed
if trading were to begin at that moment. Market participants only receive information relating to the auction price (if
applicable) and trading volume permitted at the current bid and offer price. If an auction price does not exist, the best bid
and offer price and associated volumes are shown. The auction terminates with a random period of 30 seconds in which
share allocation takes place. Until the allocation process has finished, orders cannot be entered, modified or cancelled. In
exceptional circumstances (including the inclusion of new securities on the SIBE) and after giving notice to the CNMV,
Sociedad de Bolsas may establish an opening price without regard to the reference price (the previous trading day’s
closing price), alter the price range for permitted orders with respect to the reference price or modify the reference price.
The computerized trading hours are from 9:00 a.m. to 5:30 p.m. During the trading session, the trading price of a
security is permitted to vary up to a maximum so-called ‘static’ range of the reference price, provided that the trading
price for each trade of such security is not permitted to vary in excess of a maximum so-called ‘dynamic’ range with
respect to the trading price of the immediately preceding trade of the same security. If, during the trading session, there
are matching bid and offer orders for a security within the computerized system which exceed any of the above ‘static’
and/or ‘dynamic’ ranges, trading on the security is automatically suspended and a new auction is held where a new
reference price is set, and the ‘static’ and ‘dynamic’ ranges will apply over such new reference price. The ‘static’ and
‘dynamic’ ranges applicable to each particular security are set up and reviewed periodically by Sociedad de Bolsas.
Between 5:30 p.m. and 8:00 p.m., trades may occur outside the computerized matching system without prior
authorization of Sociedad de Bolsas (provided such trades are communicated to Sociedad de Bolsas), at a price within the
range of 5% above the higher of the average price and closing price for the day and 5% below the lower of the average
price and closing price for the day if (i) there are no outstanding bids or offers, respectively, on the system matching or
bettering the terms of the proposed off-system transaction, and (ii) if, among other things, the trade involves more than
€300,000 and more than 20% of the average daily trading volume of the stock during the preceding three months. These
trades must also relate to individual orders from the same person or entity and be reported to Sociedad de Bolsas before
8:00 p.m.
At any time trades may take place (with the prior authorization of Sociedad de Bolsas) at any price if:
•

the trade involves more than €1.5 million and more than 40% of the average daily trading volume of the
stock during the preceding three months;

•

the transaction derives from a merger or spin-off, or from the reorganization of a group of companies;

•

the transaction is executed for the purpose of settling litigation or completing a complex set of contracts; or

•

Sociedad de Bolsas finds another appropriate cause.

Information with respect to the computerized trades which take place between 9:00 a.m. and 5:30 p.m. is made
public immediately, and information with respect to trades which occur outside the computerized matching system is
reported to the Sociedad de Bolsas by the end of the trading day and is also published in the Stock Exchange Official
Gazette (Boletín de Cotización) and on the computer system by the beginning of the next trading day.
Clearance and Settlement System
Transactions carried out on the SIBE are cleared and settled through Iberclear. Only those entities participating in
Iberclear are entitled to use it, and participation is restricted to authorized members of the Spanish Stock Exchanges, the
Bank of Spain (when an agreement, approved by the Spanish Ministry of Economy, is reached with Iberclear) and, with
the approval of the CNMV, other brokers who are not members of the Spanish Stock Exchanges, banks, savings banks
and foreign settlement and clearing systems. Iberclear is owned by Bolsas y Mercados Españoles, Sociedad Holding de
Mercados y Sistemas Financieros, S.A., a holding company which holds a 100% interest in each of the Spanish official
secondary markets and settlement systems. The clearance and settlement system and its participating entities are
responsible for maintaining records of purchases and sales under the book entry system. Shares of listed Spanish
companies are held in book-entry form. Iberclear, which manages the clearance and settlement system, maintains a
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registry reflecting the number of shares held by each of its participating entities on its own behalf as well as the number
of shares held on behalf of third parties. Each participating entity, in turn, maintains a registry of the owners of such
shares. Spanish law considers the legal owner of the shares to be:
•

the participating entity appearing in the records of Iberclear as holding the relevant shares in its own name;
or

•

the investor appearing in the records of the participating entity as holding the shares.

Iberclear has approved regulations introducing the so-called “T+3 Settlement System” by which the settlement of
any transactions must be made within the three business days following the date on which the transaction was carried out.
Obtaining legal title to shares of a company listed on a Spanish Stock Exchange requires the participation of a
Spanish official stockbroker, broker-dealer or other entity authorized under Spanish law to record the transfer of shares.
In order to evidence title to shares, the relevant participating entity must, at the owner’s request, issue a certificate of
ownership. If the owner is a participating entity, Iberclear is in charge of the issuance of the certificate with respect to the
shares held in the participating entity’s name.
Notwithstanding the foregoing, it should be noted that Law 32/2011, of October 4, which amends Law 24/1988, of
July 28, on the securities market (Ley 32/2011, de 4 de octubre, por la que se modifica la Ley 24/1988, de 28 julio, del
Mercado de Valores), anticipates some changes yet to be implemented in the Spanish clearing, settlement and registry
procedures of securities transactions that will substantially modify the abovementioned system and will allow the
connection of the post–trading Spanish systems to the European system Target-2 Securities, which is scheduled to be
fully implemented in February 2017.
Euroclear and Clearstream, Luxembourg
Shares deposited with depositories for Euroclear Bank, S.A./N.V., as operator of the Euroclear System
(“Euroclear”), and Clearstream Banking, société anonyme (“Clearstream”) and credited to the respective securities
clearance account of purchasers in Euroclear or Clearstream against payment to Euroclear or Clearstream will be held in
accordance with the Terms and Conditions Governing Use of Euroclear and Clearstream, the operating procedures of the
Euroclear System, as amended from time to time, the Management Regulations of Clearstream and the Instructions to
Participants of Clearstream as amended from time to time, as applicable. Persons on whose behalf accounts at Euroclear
or Clearstream are maintained and to which shares have been credited (“investors”) shall have the right to receive the
number of shares equal to the number of shares so credited, upon compliance with the foregoing regulations and
procedures of Euroclear or Clearstream.
With respect to the shares that are deposited with depositories for Euroclear or Clearstream, such shares will be
initially recorded in the name of Euroclear or one of its nominees or in the name of Clearstream or one of its nominees,
as the case may be. Thereafter, investors may withdraw shares credited to their respective accounts if they wish to do so,
upon payment of the applicable fees described below, if any, and upon obtaining the relevant recording in the book-entry
registries kept by the members of lberclear.
Under Spanish law, only the record holder of the shares according to the registry kept by Iberclear is entitled to
receive dividends and other distributions and to exercise voting, pre-emptive and other rights in respect of such shares.
Euroclear or its nominee or Clearstream or its nominee will be the sole record holder of the shares that are deposited with
the depositories for Euroclear and Clearstream, respectively, until such time as investors exercise their rights to withdraw
such shares and cause them to obtain the recording of the investor’s ownership of the shares in the book-entry registries
kept by the members of Iberclear.
Cash dividends or cash distributions, as well as stock dividends or other distributions of securities, received in
respect of the shares that are deposited with the depositories for Euroclear and Clearstream will be credited to the cash
accounts maintained on behalf of the investors at Euroclear and Clearstream, as the case may be, after deduction for
applicable withholding taxes, in accordance with the applicable regulations and procedures of Euroclear and Clearstream.
Each of Euroclear and Clearstream will endeavour to inform investors of any significant events of which they have
notice affecting the shares recorded in the name of Euroclear or its nominees and Clearstream or its nominees and
requiring action to be taken by investors. Each of Euroclear and Clearstream may, at its discretion, take such action as it
shall deem appropriate in order to assist investors to direct the exercise of voting rights in respect of the shares. Such
actions may include (i) acceptance of instructions from investors to execute or to arrange for the execution of, proxies,
powers of attorney or other similar certificates for delivery to the Company, or its agent or (ii) voting of such shares by
Euroclear or its nominees and Clearstream or its nominees in accordance with the instructions of investors.
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If the Company offers or causes to be offered to Euroclear or its nominees and Clearstream or its nominees, as the
record holders of the Ordinary Shares that are deposited with the depositories for Euroclear and Clearstream,
respectively, any rights to subscribe for additional shares or rights of any other nature, each of Euroclear and Clearstream
will endeavour to inform investors of the terms of any such rights issue of which it has notice in accordance with the
provisions of its regulations and procedures referred to above. Such rights will be exercised, insofar as practicable and
permitted by applicable law, according to written instructions received from investors, or such rights may be sold and, in
such event, the net proceeds will be credited to the cash account maintained on behalf of the investor with Euroclear or
Clearstream.
9.

SELLING AND TRANSFER RESTRICTIONS

No action has been or will be taken in any jurisdiction that would permit a public offer of the Ordinary Shares, or
possession or distribution of this Prospectus or any other offering material, in any country or jurisdiction where action for
that purpose is required. Accordingly, the Ordinary Shares may not be offered or sold, directly or indirectly, and this
Prospectus may not be distributed or published in or from any country or jurisdiction, except under circumstances that
will result in compliance with any and all applicable rules and regulations of any such country or jurisdiction. Persons
into whose possession this Prospectus comes should inform themselves about and observe any restrictions on the
distribution of this Prospectus and the offer of Ordinary Shares contained in this Prospectus. Any failure to comply with
these restrictions may constitute a violation of the securities laws of any such jurisdiction.
This Prospectus does not constitute an offer to acquire any of the Ordinary Shares to any person in any jurisdiction to
whom it is unlawful to make such offer or solicitation in such jurisdiction.
9.1 United States
Restrictions on offering under the US Securities Act
The Ordinary Shares have not been and will not be registered under the US Securities Act and, subject to certain
exceptions, may not be offered or sold within the United States.
The Ordinary Shares are being offered and sold outside of the United States in offshore transactions in reliance on
Regulation S. The Placing Agreement will provide that the Sole Bookrunner may, directly or through its US brokerdealer affiliates, arrange for the offer and sale of Ordinary Shares within the United States only to QIBs in reliance on
Rule 144A or another available exemption from, or in a transaction not subject to, the registration requirements of the US
Securities Act.
In addition, until 40 days after the commencement of the offering of the Ordinary Shares, an offer or sale of
Ordinary Shares within the United States by a dealer that is not participating in the offering may violate the registration
requirements of the US Securities Act if such offer or sale is made otherwise than in accordance with Rule 144A.
Transfer restrictions on Rule 144A securities
Each person that is purchasing or otherwise acquiring Ordinary Shares and that is located within the United States
will be deemed by its subscription for, or purchase of, Ordinary Shares to have represented and agreed as follows:
(a) it is (a) a QIB, (b) aware, and each beneficial owner of Ordinary Shares has been advised, that the sale of
the Ordinary Shares to it is being made in reliance on Rule 144A and (c) acquiring the Ordinary Shares for
its own account or for the account or benefit of a QIB;
(b) it understands that the Ordinary Shares have not been and will not be registered under the US Securities Act
or with any securities regulatory authority of any state or other jurisdiction of the United States and may not
be reoffered, resold, pledged or otherwise transferred except (A) (i) to a person whom the purchaser and
any person acting on its behalf reasonably believes is a QIB purchasing for its own account or for the
account or benefit of a QIB in a transaction meeting the requirements of Rule 144A, (ii) in an offshore
transaction complying with Rule 903 or Rule 904 of Regulation S or (iii) pursuant to an exemption from
registration under the US Securities Act provided by Rule 144 thereunder (if available) and (B) in
accordance with all applicable securities laws of the states of the United States. Such purchaser
acknowledges that the Ordinary Shares offered and sold in accordance with Rule 144A are “restricted
securities” within the meaning of Rule 144(a)(3) under the US Securities Act and that no representation is
made as to the availability of the exemption provided by Rule 144 for resales of the Company’s shares;
(c) it is not, and is not acting on behalf of (a) an employee benefit plan (as defined in Section 3(3) of the US
Employee Retirement Income Security Act of 1974, as amended (“ERISA”)) subject to Title I of ERISA,
(b) a plan described in section 4975(e)(1) of the US Internal Revenue Code of 1986, as amended (the
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“Code”) to which section 4975 of the Code applies, (c) a plan that is subject to any state, local, non-US or
other laws or regulations that are substantially similar to Title I of ERISA or Section 4875 of the Code or
(d) any other entity whose underlying assets could be deemed to include plan assets by reason of an
employee benefit plan’s or a plan’s investment in the entity within the meaning of the US Department of
Labor regulation 29 C.F.R. Section 2510.3-101 (as modified by section 3(42) of ERISA) or otherwise;
(d) the Company, the Sole Bookrunner and their respective directors, officers, agents, employees, advisors and
others will rely upon the truth and accuracy of the foregoing representations and agreements; and
(e) if any of the representations or agreements made by it are no longer accurate or have not been complied
with, it will immediately notify the Company and the Sole Bookrunner, and if it is acquiring any Ordinary
Shares as a fiduciary or agent for one or more accounts, it has sole investment discretion with respect to
each such account and it has full power to make such foregoing representations and agreements on behalf of
each such account.
Prospective purchasers are hereby notified that sellers of the Ordinary Shares may be relying on the exemption
from the provisions of Section 5 of the US Securities Act provided by Rule 144A.
Transfer restrictions on Regulation S securities
Each purchaser to whom the Ordinary Shares are distributed, offered or sold outside the United States will be
deemed by its subscription for, or purchase of, Ordinary Shares, to have represented and agreed as follows:
(a) it is acquiring the Ordinary Shares in an offshore transaction meeting the requirements of Regulation S;
(b) it is aware that the Ordinary Shares have not been and will not be registered under the US Securities Act
and may not be offered or sold in the United States absent registration or an exemption from, or in a
transaction not subject to, registration under the US Securities Act;
(c) if in the future it decides to offer, sell, transfer, assign or otherwise dispose of the Ordinary Shares, it will
do so only in compliance with an exemption from the registration requirements of the US Securities Act;
(d) it has carefully read and understands this Prospectus, and has not, directly or indirectly, distributed,
forwarded, transferred or otherwise transmitted this Prospectus or any other presentation or offering
materials concerning the Ordinary Shares to any persons within the United States, nor will it do any of the
foregoing;
(e) it is not, and is not acting on behalf of (a) an employee benefit plan (as defined in Section 3(3) of the US
Employee Retirement Income Security Act of 1974, as amended (“ERISA”)) subject to Title I of ERISA,
(b) a plan described in section 4975(e)(1) of the US Internal Revenue Code of 1986, as amended (the
“Code”) to which section 4975 of the Code applies, (c) a plan that is subject to any state, local, non-US or
other laws or regulations that are substantially similar to Title I of ERISA or Section 4875 of the Code or
(d) any other entity whose underlying assets could be deemed to include plan assets by reason of an
employee benefit plan’s or a plan’s investment in the entity within the meaning of the US Department of
Labor regulation 29 C.F.R. Section 2510.3-101 (as modified by section 3(42) of ERISA) or otherwise;
(f) the Company, the Sole Bookrunner and their respective directors, officers, agents, employees, advisors and
others will rely upon the truth and accuracy of the foregoing representations and agreements; and
(g) if any of the representations or agreements made by it are no longer accurate or have not been complied
with, it will immediately notify the Company and the Sole Bookrunner, and if it is acquiring any Ordinary
Shares as a fiduciary or agent for one or more accounts, it has sole investment discretion with respect to
each such account and it has full power to make such foregoing representations and agreements on behalf of
each such account.
9.2 European Economic Area
The Investment Manager is not regulated as an AIFM as Spain has not yet implemented the AIFMD. The Company
may, however, be considered an AIF under the laws of other EEA jurisdictions where the AIFMD has been implemented.
Accordingly, Ordinary Shares may only be marketed or offered in such jurisdictions in compliance with and subject to
the terms of any transitional regime permitting such marketing or offering which exists under such jurisdiction’s
implementation of the AIFMD and any other laws and regulations applicable in such jurisdiction. For the purposes of the
AIFMD “marketing” means a direct or indirect offering or placement at the initiative of the Investment Manager or on
behalf of the Company of Ordinary Shares of the Company it manages to or with investors domiciled or with a registered
office in a member state of the EEA.
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As regards EEA jurisdictions that have not implemented the AIFMD and that have implemented the Prospectus
Directive (each, a “Relevant Member State”), with effect from and including the date on which the Prospectus Directive
is implemented in that Relevant Member State (the “Relevant Implementation Date”), no offer of any Placing Shares
have been made to the public in that Relevant Member State except that an offer of Placing Shares may, with effect from
and including the Relevant Implementation Date, be made to the public in that Relevant Member State at any time:
(a)

to any legal entity which is a qualified investor as defined under the Prospectus Directive;

(b)

to fewer than 100 natural or legal persons or if the Relevant Member State has implemented the relevant
provisions of the 2010 PD Amending Directive, 150 natural or legal persons (other than qualified investors
as defined in the Prospectus Directive) subject to obtaining the prior consent of the Sole Bookrunner for any
such offer; or

(c)

in any other circumstances which do not require the publication by the Company of a prospectus pursuant
to Article 3(2) of the Prospectus Directive.

For the purposes of the above, the expression an “offer of Placing Shares to the public” in relation to any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the
offer and the Placing Shares to be offered so as to enable an investor to decide to purchase or subscribe for the Placing
Shares, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in that
Member State and the expression “Prospectus Directive” means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State (and amendments thereto, including the 2010 PD Amending
Directive, to the extent implemented in the Relevant Member State) and includes any relevant implementing measure in
each Relevant Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.
In the case of any Placing Shares being offered to a financial intermediary as that term is used in Article 3(2) of the
Prospectus Directive, such financial intermediary will also be deemed to have represented, acknowledged and agreed that
the Placing Shares acquired by it in the Placing have not been acquired on a non-discretionary basis on behalf of, nor
have they been acquired with a view to their offer or resale to, persons in circumstances which may give rise to an offer
of any Placing Shares to the public other than their offer or resale in a Relevant Member State to qualified investors as so
defined or in circumstances in which the prior consent of the Sole Bookrunner has been obtained to each such proposed
offer or resale. The Company and the Sole Bookrunner and others will rely (and the Company acknowledges that the
Sole Bookrunner and its affiliates, and others will rely) upon the truth and accuracy of the foregoing representations,
acknowledgments, and agreements.
9.3 Singapore
This Prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this
Prospectus and any other document or material in connection with the offer or sale, or invitation for subscription or
purchase, of any Ordinary Shares may not be circulated or distributed, nor may any Ordinary Shares be offered or sold,
or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”), (ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A),
and in accordance with the conditions specified in Section 275, of the SFA, or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.
Where Ordinary Shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is:
(d)

a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business
of which is to hold investments and the entire share capital of which is owned by one or more individuals,
each of whom is an accredited investor; or

(e)

a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights and interest
(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust has
acquired the Ordinary Shares pursuant to an offer made under Section 275 of the SFA except:
(i)

to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any person
arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(ii)

where no consideration is or will be given for the transfer;

(iii)

where the transfer is by operation of law;
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(iv)

as specified in Section 276(7) of the SFA; or

(v)

as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and Debentures)
Regulations 2005 of Singapore.

9.4 United Kingdom
The Sole Bookrunner (A) has only communicated or caused to be communicated and will only communicate or
cause to be communicated any invitation or inducement to engage in investment activity (within the meaning of Section
21 of the Financial Services and Markets Act 2000 of England (the “FSMA”)) received by it in connection with the issue
or sale of any Placing Shares in circumstances in which Section 21(1) of the FSMA does not apply to the Company and
(B) has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in
relation to the Placing Shares in, from or otherwise involving the United Kingdom.
9.5 Switzerland
The distribution of the Ordinary Shares in, into or from Switzerland will be exclusively made to, and directed at,
regulated qualified investors (the “Regulated Qualified Investors”), as defined in Article 10(3)(a) and (b) of the Swiss
Collective Investment Schemes Act of 23 June 2006, as amended (“CISA”). Accordingly, the Company has not been and
will not be registered with the Swiss Financial Market Supervisory Authority FINMA and no Swiss representative or
paying agent have been or will be appointed in Switzerland. Therefore, the investor protection afforded to investors of
interests in collective investment schemes under the CISA does not extend to acquires of the Ordinary Shares. This
Prospectus and/or any other offering materials relating to the Ordinary Shares may be made available in Switzerland
solely to Regulated Qualified Investors. The Ordinary Shares will not be listed on the SIX Swiss Exchange (“SIX”) or on
any other stock exchange or regulated trading facility in Switzerland. This Prospectus has been prepared without regard
to the disclosure standards for issuance prospectuses under the CISA, Article 652a or 1156 of the Swiss Code of
Obligations (“CO”) or the listing rules of SIX or any other exchange or regulated trading facility in Switzerland and
therefore does not constitute a prospectus within the meaning of the CISA, Article 652a or 1156 CO or the listing rules of
SIX or any other exchange or regulated trading facility in Switzerland.
10. INTERESTS OF PERSONS INVOLVED IN THE ISSUE
The Company is not aware of any link or significant economic interest between the Company and the entities
participating in the Issue (Directors, Company Secretary, Investment Manager, Sole Bookrunner, Agent Bank and legal
advisors), except for the strictly professional relationship derived from the legal and financial advice described therein in
relation to the Issue and the interest of the Investment Manager as disclosed in section 1 of this Part XI (The Issue).
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PART XII: SPANISH SOCIMI REGIME AND TAXATION INFORMATION
1.

SPANISH SOCIMI REGIME

The following paragraphs are intended as a general guide only and constitute a high-level summary of the
Company’s understanding of current Spanish law in respect of the current SOCIMI Regime. The SOCIMI Regime was
enacted originally in October 2009 and that has been amended at the end of 2012. The amendments introduced in 2012
have improved the regime and have facilitated the incorporation of the first SOCIMI during the second semester of 2013.
Accordingly interpretation of the rules is likely to develop as participants gain exposure to the regime. This summary is
based on the key aspects of the Spanish SOCIMI Regime as they apply to the Company. The Company filed a request
with the Spanish General Directorate of Taxes (DGT) for the DGT to clarify certain aspects of the SOCIMI Act. The
resultant ruling was issued on 10 February 2014. Investors should seek their own advice in relation to taxation matters.
1.1 Overview
The SOCIMI Regime is intended to facilitate attracting new sources of capital to the Spanish real estate rental
market; it follows similar legislation adopted in the UK and other European countries, as well as a long-established real
estate investment trusts regime in the United States. One of the primary aims of these type of regimes is to minimize tax
inefficiency of holding real estate through corporate ownership by removing corporate taxation at the level of the
SOCIMI, promote rental activities and professional management of these type of business.
Provided certain conditions and tests are satisfied (see “Qualification as Spanish SOCIMI” below), a SOCIMI does
not generally pay Spanish corporate tax on the profits deriving from its activities –technically, it is subject to a 0%
Corporate Income Tax rate-. Instead, profits must be distributed and such income could be subject to taxation.
Under the Spanish SOCIMI Regime, a SOCIMI will be required to adopt resolutions for the distribution of
dividends, after fulfilling any relevant Spanish Companies Act requirement, to shareholders annually within the six
months following the closing of the fiscal year of: (i) at least 50% of the profits derived from the transfer of real estate
properties and shares in Qualifying Subsidiaries and real estate collective investment funds; provided that the remaining
profits must be reinvested in other real estate properties or participations within a maximum period of three years from
the date of the transfer or, if not, 100% of the profits must be distributed as dividends once such period has elapsed; (ii)
100% of the profits derived from dividends paid by Qualifying Subsidiaries and real estate collective investment funds;
and (iii) at least 80% of all other profits obtained (i.e., profits derived from ancillary activities). If the relevant dividend
distribution resolution was not adopted in a timely manner, the SOCIMI would lose its SOCIMI status in respect of the
year to which the dividends relate.
1.2 Qualification as Spanish SOCIMI
In order to qualify for the Spanish SOCIMI Regime, a SOCIMI must satisfy certain conditions. A summary of the
material conditions is set out below.
Trading requirement
SOCIMIs must be listed on a regulated market or alternative investment market in Spain or in other European Union
or European Economic Area member state uninterruptedly for the entire tax period. This trading requirement must be met
during the whole fiscal year (without interruption) in which the special SOCIMI Regime is applicable.
Purpose of the SOCIMI / Minimum share capital
SOCIMIs must take the form of a listed joint stock corporation, such a sociedad anónima, with a minimum share
capital of €5 million. Furthermore, the SOCIMI’s shares must be in registered form, nominative and only one single class
of shares is permitted. Since the Ordinary Shares are going to be represented in nominative book entry form, this
requirement is met.
A SOCIMI must have as their main corporate purpose:
•

The acquisition, development and refurbishment of urban real estate for rental purposes;

•

The holding of shares of other SOCIMIs or Qualifying Subsidiaries; and/or

•

The holding of shares in real estate collective investment funds.

Qualifying Subsidiaries that are non-resident entities must be resident in countries with which Spain has a treaty or
agreement providing for an exchange of tax information.
113
29311849_27.docx

SOCIMIs are allowed to carry out other ancillary activities that do not fall under the scope of their main corporate
purpose. However, such ancillary activities must not exceed 20% of the assets or 20% of the revenues of the SOCIMI in
each tax year, in accordance with the minimum qualifying assets and qualifying income tests described below.
Restrictions on investments
At least 80% of the SOCIMI’s assets must be invested in:
•

Urban real property to be leased;

•

Land plots acquired for the development of urban real property to be leased afterwards, provided that the
development of such property starts within three years as from the acquisition date;

•

Participations in Qualifying Subsidiaries (see “Purpose of the SOCIMI / Minimum share capital” above);
and/or

•

Participations in real estate collective investment funds.

The Spanish General Directorate of Taxes (DGT) has confirmed that the assets should be measured on a gross basis,
disregarding depreciation or impairments, in accordance with Spanish GAAP.
In the event the SOCIMI has subsidiaries that are deemed to be a part of the same group of companies for Spanish
corporate law purposes, the calculation of this 80% threshold will be made on a consolidated basis according to Spanish
GAAP. For these purposes, the group of companies would be integrated exclusively by SOCIMIs and other Qualifying
Subsidiaries described in “Purpose of the SOCIMI / Minimum share capital” above.
There are no asset diversification requirements.
Restrictions on income
At least 80% of a SOCIMI’s net annual income must derive from the lease of qualifying assets (as described in
“Restrictions on investments” above), or from dividends distributed by Qualifying Subsidiaries and real estate collective
investment funds and companies.
The Spanish General Directorate of Taxes (DGT) considers that the annual income should be measured on a net
basis, taking into consideration direct income expenses and a pro rata portion of general expenses. These concepts should
be calculated in accordance with Spanish GAAP.
Lease agreements between related entities would not be deemed a qualifying activity and therefore, the rent deriving
from such agreements cannot exceed 20% of the SOCIMI’s income.
Capital gains derived from the sale of qualifying assets are in principle excluded from the 80%/20% net income test.
However, if a qualifying asset is sold before it is held for a minimum three-year period, then (i) such capital gain would
compute as non-qualifying revenue; and (ii) such gain would be taxed at the standard Corporate Income Tax rate
(currently, a 30% rate); furthermore, the entire income, including rental income, derived from such asset also would be
subject to the standard Corporate Income Tax rate.
Minimum holding period
Qualifying assets must be held by the SOCIMI for a three-year period since (i) the acquisition of the asset by the
SOCIMI, or (ii) the first day of the financial year when the company became a SOCIMI if the asset was held by the
company before becoming a SOCIMI. In case of urban real estate, the holding period requires that these assets are
actually rented for at least a couple of years; the period of time during which the asset is on the market for rent (even if
vacant) is taken into account up to one year.
Mandatory dividend distribution
Under the Spanish SOCIMI Regime, a SOCIMI is required to adopt resolutions for the distribution of dividends,
after fulfilling any relevant Spanish Companies Act requirement, to shareholders annually within the six months
following the closing of the fiscal year of: (i) at least 50% of the profits derived from the transfer of real estate properties
and shares in Qualifying Subsidiaries and real estate collective investment funds; provided that the remaining profits
must be reinvested in other real estate properties or participations within a maximum period of three years from the date
of the transfer or, if not, 100% of the profits must be distributed as dividends once such period has elapsed; (ii) 100% of
the profits derived from dividends paid by Qualifying Subsidiaries and real estate collective investment funds; and (iii) at
least 80% of all other profits obtained (i.e., profits derived from ancillary activities). If the relevant dividend distribution
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resolution was not adopted in a timely manner, a SOCIMI would lose its SOCIMI status in respect of the year to which
the dividends relate.
The SOCIMIs must agree the dividend distributions of a given fiscal year within the six months following the
closing of the fiscal year; those dividends must be due within the month following the distribution agreement.
Leverage
SOCIMI has no specific limitation on indebtedness.
Recently approved tax limitations by the Spanish Government (tax deduction of financial expenses and annual
depreciation, carrying-forward of tax losses, and tax credits) should have no practical impact provided that the SOCIMI
is taxed at a 0% Corporate Income Tax rate.
Sanctions
The loss of the SOCIMI status triggers adverse consequences for the SOCIMI. Causes for such loss of status are:
•

Delisting.

•

Substantial failure to comply with its information and reporting obligations, unless such failure is remedied
by preparing fully compliant annual accounts which contain certain required information in the following
year.

•

Failure to adopt dividend distribution resolution or to effectively satisfy the dividends within the deadlines
described under “Mandatory dividend distribution” above. In this case, the loss of SOCIMI status would
have effects in the tax year in which the profits not distributed were obtained.

•

Waiver of the SOCIMI Regime by the company.

•

Failure to meet the requirements established in the SOCIMI Act unless such failure is remedied within the
following fiscal year. However, the failure to observe the minimum holding period of the assets would not
give rise to the loss of SOCIMI status, but (i) the assets would be deemed non-qualifying assets; and (ii)
income derived from such assets would be taxed at the standard Corporate Income Tax rate (i.e. 30%).

Should the SOCIMI falls into any of the above scenarios, the SOCIMI Regime will be lost and it will not be eligible
for the special tax regime for three years. In such case, the Company must pay Corporate Income Tax at the regular rate
(currently 30%), and will not be able to elect for the SOCIMI Regime for the following three fiscal years. The
shareholders in a company that loses its SOCIMI status are expected to be taxable as if the SOCIMI Regime had not been
applicable to the company.
Furthermore, in the event of non-compliance with information obligations, penalties between €1,500 and €30,000 are
established depending on the kind of information not provided.
2.

SPANISH TAXATION

The statements of Spanish tax law set out below are based on existing Spanish tax laws, including relevant
regulations, administrative rulings and practices in effect on the date of this Prospectus and which may apply to investors
who are the beneficial owners of shares in a SOCIMI. Legislative, administrative or judicial changes may modify the tax
consequences described below.
The following is a summary of the material Spanish tax consequences of the acquisition, ownership and disposition
of Ordinary Shares by Spanish and non-Spanish tax resident investors. This summary is not a complete analysis or listing
of all the possible Spanish tax consequences of such transactions and does not address all tax considerations that may be
relevant to all categories of potential purchasers, some of whom may be subject to special rules. In particular, this tax
section does not address the Spanish tax consequences applicable to “lookthrough” entities (such as trusts or estates) that
may be subject to the tax regime applicable to such non-Spanish tax resident entities under the Spanish Non-Resident
Income Tax Law, approved by Royal Legislative Decree 5/2004 of March 5, as amended (the “NRIT Law”).
Accordingly, prospective investors in the shares should consult their own tax advisers as to the applicable tax
consequences of their purchase, ownership and disposition of the shares, including the effect of tax laws of any other
jurisdiction, based on their particular circumstances.
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The description of Spanish tax laws set forth below is based on law currently in effect in Spain as of the date of this
Prospectus, and on the administrative interpretations thereof. As a result, this description is subject to any changes in
such laws or interpretations occurring after the date hereof, including changes having retroactive effect.
As used in this particular section “Spanish Tax Considerations”, the term “Spanish Shareholder” means a beneficial
owner of Ordinary Shares: (i) who is an individual or corporation resident for tax purposes in Spain; or (ii) who is an
individual or corporation not resident for tax purposes in Spain but whose ownership of shares is effectively connected
with a permanent establishment in Spain through which such holder carries on or has carried on business or with a fixed
base in Spain from which such holder performs or has performed independent personal services; and (iii) that does not
hold 5% or more of the Ordinary Shares.
As used in this particular section “Spanish Tax Considerations”, the term “Non-Spanish Shareholder” means a
beneficial owner of Ordinary Shares: (i) who is an individual or corporation resident for tax purposes in any country
other than Spain; and (ii) whose ownership of shares is not effectively connected with a permanent establishment in
Spain through which such holder carries on or has carried on business or with a fixed base in Spain from which such
holder performs or has performed independent personal services; and (iii) and that does not hold 5% or more of the
Ordinary Shares.
2.1 Taxation of Entities Qualifying for the SOCIMI Regime
SOCIMIs and Spanish-resident Qualifying Subsidiaries may elect to apply the SOCIMI Regime. The election to
apply the SOCIMI Regime must be adopted by the entity’s shareholders, and the Spanish tax authorities must be notified
of such election prior to the last quarter of the tax year when the SOCIMI Regime is expected to apply. Such election will
remain applicable until the company waives its applicability. The Company has elected to become a Spanish SOCIMI
and benefit from the SOCIMI Regime.
An entity eligible for the SOCIMI Regime may apply for the special tax regime even if when the election is made
such entity does not meet all the eligibility requirements, provided that it meets such requirements within two years (as
from the date the corresponding election is filed with the Spanish tax authorities). In addition, such entity will have a
one-year grace period to cure any non-compliance with certain eligibility requirements.
Corporate Income Tax (“CIT”)
As per 1 January 2013, all income received by a SOCIMI is taxed under CIT at a 0% rate. Nevertheless, rental
income stemming from qualifying assets being sold prior to the end of the minimum holding period (three years) would
be subject to the standard CIT rate (30%).
Furthermore, a special levy regime applies to dividends paid by the SOCIMI to domestic or foreign Substantial
Shareholders. The SOCIMI must assess and pay a 19% Corporate Income Tax in respect of gross dividends distributed if
the beneficiary of the dividends holds at least 5% of the shares of the SOCIMI, and is either exempt from any tax on the
dividends or subject to tax on the dividend received at a rate lower than 10% (for these purposes, final tax due under the
Spanish Non Resident Income Tax Law is also taken into consideration). Such Corporate Tax will be considered an
expense for the Company thus reducing the profits distributable to shareholders. The By-Laws contain indemnity
obligations from Substantial Shareholders in favour of the Company designed to discourage the possibility that dividends
may become payable to Substantial Shareholders. If a dividend payment is made to a Substantial Shareholder, the
Company will be entitled to deduct an amount equivalent to the tax expenses incurred by the Company on such dividend
payment from the amount to be paid to such Substantial Shareholder (the Board will maintain certain discretion in
deciding whether to exercise this right if making such deduction would put the Company in a worse position).
2.2 Spanish Resident Individuals
Taxation on dividends
According to the Spanish Personal Income Tax Law (Ley 35/2006, de 28 de noviembre, del Impuesto sobre la Renta
de las Personas Físicas y de modificación parcial de las leyes de los Impuestos sobre Sociedades, sobre la Renta de no
Residentes y sobre el Patrimonio) (“PIT Law”), income received by a Spanish Shareholder in the form of dividends,
shares in profits, consideration paid for attendance at shareholders’ meetings, income from the creation or assignment of
rights of use or enjoyment of the shares and any other income received in his or her capacity as shareholder is subject to
tax as capital income.
Gross capital income is reduced by any administration and custody expenses (but not by those incurred in
individualized portfolio management); the net amount is included in the relevant Spanish Shareholder’s savings taxable
base. PIT is levied on net capital income at a flat rate of 21% for the first €6,000, 25% between €6,001 and €24,000 and
116
29311849_27.docx

27% for any amount in excess of €24,000. No exemptions are allowed (i.e. exemption for the first €1,500, etc.) on
dividends derived from SOCIMIs.
The payment to Spanish Shareholders of dividends or any other distribution made by a SOCIMI is subject to a
withholding tax at the rate of 21%. Such withholding tax is creditable from the PIT payable (cuota líquida); if the amount
of tax withheld is greater than the amount of the net PIT payable, the taxpayer is entitled to a refund of the excess
withheld in accordance with the PIT Law.
Taxation on capital gains
Gains or losses recorded by a Spanish Shareholder as a result of the transfer of shares in the SOCIMI qualify for the
purposes of the PIT Law as capital gains or losses and are be subject to taxation according to the general rules applicable
to capital gains. The amount of capital gains or losses is equal to the difference between the shares’ acquisition value
(plus any fees or taxes incurred) and the transfer value, which is the listed value of the share as of the transfer date or, if
higher, the agreed transfer price, less any fees or taxes incurred.
Capital gains or losses arising from the transfer of shares held for more than one year by a Spanish Shareholder are
included in such Spanish holder’s capital income corresponding to the period when the transfer takes place; any gain
resulting from such compensation is taxed at a flat rate of 21% for the first €6,000, 25% between €6,001 and €24,000 and
27% for any amount in excess of €24,000. However, capital gains or losses arising from the transfer of shares held for
less than one year by a Spanish Shareholder shall be included in such Spanish Shareholder’s general taxable base
corresponding to the period when the transfer takes place, and are taxed at marginal rates (ranging in tax year 2014 from
24.75% up to 56%, depending on the region of residency).
Capital gains arising from the transfer of shares are not subject to withholding tax on account of PIT. Losses arising
from the transfer of shares admitted to trading on certain official stock exchanges will not be treated as capital losses if
securities of the same kind have been acquired during the period between two months before and two months after the
date of the transfer which originated the loss. In these cases, the capital losses are included in the taxable base upon the
transfer of the remaining shares of the taxpayer. No tax credits for avoidance of double taxation are allowed.
Spanish Wealth Tax
Individual Spanish Shareholders are subject to Spanish Wealth Tax on all their assets (such as the Ordinary Shares)
for tax year 2014. Spanish Wealth Tax Law (Ley 19/1991, de 6 de junio, del Impuesto sobre el Patrimonio) provides that
the first €700,000 of net wealth owned by an individual Spanish Shareholder will be exempt from taxation, while the rest
of the net wealth will be taxed at a rate ranging between 0.2% and 2.5%. However, this varies depending on the
autonomous region of residency of the taxpayer; some regions, like Madrid, do not effectively levied Net Wealth Tax.
As such, prospective shareholders should consult their tax advisors.
Spanish Inheritance and Gift Tax
Individuals resident in Spain for tax purposes who acquire shares by inheritance or gift will be subject to the Spanish
Inheritance and Gift Tax (“IGT”) in accordance with the IGT Law (Ley 29/1987, de 18 de diciembre, del Impuesto sobre
Sucesiones y Donaciones) (“IGT Law”), without prejudice to the specific legislation applicable in each autonomous
region. The effective tax rate, after applying all relevant factors, ranges from 7.65% to 81.6% depending on the amount
of the gift or inheritance, the net wealth of the heir or done, and the kinship with the deceased or the donor. Some tax
benefits could reduce the effective tax rate.
Spanish Transfer Tax
Subscription, acquisition and transfers of shares will be exempt from Transfer Tax (Impuesto sobre Transmisiones
Patrimoniales) and Value Added Tax. Additionally, no Stamp Duty is levied on such subscription, acquisition and
transfers.
2.3 Spanish Corporate Resident Shareholders
Taxation on dividends
Dividends from a SOCIMI or a share of the Company’s profits received by corporate Spanish Shareholders, or by
NRIT taxpayers who operate, with respect to the Ordinary Shares, through a permanent establishment in Spain, as a
consequence of the ownership of the shares, less any expenses inherent to holding the shares, are included in the CIT or
NRIT taxable base. The general CIT or NRIT tax rate is currently 30%. No tax credits for the avoidance of double
taxation may apply.
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Also, CIT and NRIT taxpayers are subject to withholding tax on dividends at a 21% rate.
Taxation on capital gains
The gain or loss arising on transfer of the shares or from any other change in net worth relating to the shares are
included in the tax base of CIT taxpayers, or of NRIT taxpayers who operate through a permanent establishment in
Spain, in accordance with the CIT or NRIT Laws; such gain is taxed generally at a rate of 30%.
Spanish Wealth Tax
Not applicable.
Spanish Inheritance and Gift Tax
In the event of acquisition of the shares free of charge by a CIT taxpayer, the income generated for the latter will be
taxed according to the CIT rules, the IGT not being applicable.
Spanish Transfer Tax
Subscription, acquisition and transfers of shares will be exempt from Transfer Tax (Impuesto sobre Transmisiones
Patrimoniales) and Value Added Tax. Additionally, no Stamp Duty is levied on such subscription, acquisition and
transfers.
2.4 Non-resident Shareholders
Taxation on dividends
Dividends distributed to non-resident individuals are subject to Non-Resident Income Tax (“NRIT”), at the standard
withholding tax rate (currently, 21%). No exemptions are allowed on dividends distributed by a SOCIMI.
This standard rate can be reduced or eliminated as per the application of the EU Parent-Subsidiary Directive as the
SOCIMI may qualify for its application.
Shareholders resident in certain countries may be entitled to the benefits of a convention for the avoidance of double
taxation (“DTC”), in effect between Spain and their country of tax residence. Such shareholders may benefit from a
reduced tax rate under an applicable DTC with Spain, subject to the satisfaction of any conditions specified in the
relevant DTC, including providing evidence of the tax residence of the shareholder by means of a certificate of tax
residence duly issued by the tax authorities of the country of tax residence of the shareholder or, as the case may be, the
equivalent document specified in the Spanish Order which further supplements the applicable DTC. In general, the USSpain DTC provides for a tax rate of 15% on dividends.
If the shareholder provides timely evidence (a certificate of tax residence issued by the relevant tax authorities of the
shareholder’s country of residence stating that, for the records of such authorities, the shareholder is a resident of such
country within the meaning of the relevant DTC, or as the case may be, the equivalent document regulated in the Order
which further develops the applicable DTC) of the shareholder’s right to obtain the DTC reduced rate or an exemption, it
will immediately receive the excess amount withheld, which will be credited to the shareholder. In the case of US
persons, IRS Form 6166 will satisfy this certificate requirement. For these purposes, the relevant certificate of residence
must be provided before the tenth day following the end of the month in which the dividends were paid. The tax
certificate is generally valid only for a period of one year from the date of issuance.
If this certificate of tax residence, or as the case may be, the equivalent document referred to above, is not provided
within this time period, the shareholder may subsequently obtain a refund of the amount withheld in excess from the
Spanish tax authorities, following the standard refund procedure established by the Royal Decree 1776/2004, dated 30
July 2004, and the Order EHA/3316/2010 dated 17 December 2010, as amended.
Spanish Refund Procedure
According to Spanish Regulations on NRIT Law, approved by Royal Decree 1776/2004 and the Order dated
December 17, 2010, a refund for the amount withheld in excess of any applicable DTC-reduced rate can be obtained
from the relevant Spanish tax authorities. To pursue the refund claim, the non-Spanish Holder is required to file: (i) the
corresponding Spanish Tax Form (currently, Form 210); (ii) the certificate of tax residence and or equivalent document
referred to above and (iii) a certificate from us stating that Spanish NRIT was withheld with respect to such non-Spanish
Holder.
For further details, prospective Holders should consult their tax advisors.
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Dividends distributed to non-resident investors qualified as foreign REITs
Dividends paid to non-resident investors that are qualifying foreign REITs may be exempt from withholding tax
under the SOCIMI Regime.
Taxation on capital gains
Capital gains derived from the transfer or sale of the shares are deemed income arising in Spain, and, therefore, are
taxable in Spain at a general tax rate of 21%. The current US-Spain DTC does not prohibit Spain from taxing capital
gains on US persons.
Capital gains and losses will be calculated separately for each transaction. It is not possible to offset losses against
capital gains. No tax credits for avoidance of double taxation are allowed.
The general exemption on capital gains derived from the transfer of shares of listed companies and investment funds
would not be applicable.
Spanish Wealth Tax
Unless an applicable DTC provides otherwise, Spanish non-resident tax individuals are subject to Spanish Wealth
Tax (Spanish Law 19/1991) for tax year 2014, which imposes a tax on property and rights in excess of €700,000 that are
located in Spain, or can be exercised within the Spanish territory, on the last day of any year. Non-Spanish tax resident
individuals whose net worth is above €700,000 and who hold shares on the last day of any year would therefore be
subject to Spanish Wealth Tax for such year at marginal rates varying between 0.2% and 2.5% of the average market
value of the shares during the last quarter of such year.
Shareholders who benefit from a DTC that provides for taxation only in the shareholder’s country of residence are
not subject to Spanish Wealth Tax.
Spanish Inheritance and Gift Tax
Unless otherwise provided under an applicable DTC, transfers of shares upon death and by gift to individuals not
resident in Spain for tax purposes are subject to Spanish Inheritance and Gift Tax (Spanish Law 29/1987) if the shares are
located in Spain (as is the case with the Ordinary Shares) or the rights attached to such shares are exercisable in Spain,
regardless of the residence of the heir or the beneficiary. The applicable tax rate, after applying all relevant factors,
ranges between 7.65% and 81.6% for individuals.
Spanish Transfer Tax
Subscription, acquisition and transfers of shares will be exempt from Transfer Tax (Impuesto sobre Transmisiones
Patrimoniales) and Value Added Tax. Additionally, no Stamp Duty is levied on such subscription, acquisition and
transfers.
3.

CERTAIN US FEDERAL INCOME TAX CONSIDERATIONS

This disclosure is limited to the US federal tax issues addressed herein. Additional issues may exist that are
not addressed in this disclosure and that could affect the US federal tax treatment of the Ordinary Shares. This
tax disclosure was written in connection with the promotion or marketing of the Ordinary Shares by the
Company, and it cannot be used by any person for the purpose of avoiding penalties that may be asserted under
the Internal Revenue Code of 1986, as amended (the “Code”). Prospective investors should seek their own advice
based on their particular circumstances from independent tax advisers.
The following is a description of certain US federal income tax consequences to the US Holders described below of
owning and disposing of the Company’s Ordinary Shares, but it does not purport to be a comprehensive description of all
tax considerations that may be relevant to a particular person’s decision to acquire Ordinary Shares. This discussion
applies only to a US Holder that acquires Ordinary Shares in this offering and holds the Ordinary Shares as capital assets
for US federal income tax purposes. This discussion does not describe all of the tax consequences that may be relevant in
light of a US Holder’s particular circumstances, including alternative minimum tax consequences, any aspect of the
Medicare contribution tax on “net investment income” and tax consequences applicable to US Holders subject to special
rules, such as:
•

certain financial institutions;

•

insurance companies;
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•

real estate investment trusts;

•

dealers or traders in securities who use a mark-to-market method of tax accounting;

•

persons holding Ordinary Shares as part of a straddle, wash sale, conversion transaction or integrated
transaction or persons entering into a constructive sale with respect to the Ordinary Shares;

•

persons whose functional currency for US federal income tax purposes is not the US dollar;

•

entities classified as partnerships for US federal income tax purposes;

•

tax-exempt entities, including “individual retirement accounts” or “Roth IRAs”;

•

persons that own or are deemed to own 10% or more of the Company’s voting stock; or

•

persons holding Ordinary Shares in connection with a trade or business conducted outside of the United
States.

If an entity that is classified as a partnership for US federal income tax purposes owns the Company’s Ordinary
Shares, the US federal income tax treatment of a partner will generally depend on the status of the partner and the
activities of the partnership. Partnerships owning Ordinary Shares and partners in such partnerships should consult their
tax advisers as to the particular US federal income tax consequences of owning and disposing of the Company’s
Ordinary Shares.
This discussion is based on the Code, administrative pronouncements, judicial decisions, final, temporary and
proposed Treasury regulations, and the income tax treaty between the United States and Spain (the “Treaty”), all as of the
date hereof, any of which is subject to change, possibly with retroactive effect.
As used herein, a “US Holder” is a person that is eligible for the benefits of the Treaty, and for US federal income
tax purposes is a beneficial owner of Ordinary Shares that is:
•

a citizen or individual resident of the United States;

•

a corporation, or other entity taxable as a corporation, created or organized in or under the laws of the
United States, any state therein or the District of Columbia; or

•

an estate or trust the income of which is subject to US federal income taxation regardless of its source.

US Holders should consult their tax advisers concerning the US federal, state, local and foreign tax consequences of
owning and disposing of the Company’s Ordinary Shares in their particular circumstances.
Passive Foreign Investment Company. The Company expects that it will be a passive foreign investment company (a
“PFIC”) for US federal income tax purposes and this discussion so assumes.
In general, a non-US corporation will be a PFIC for any taxable year in which (i) 75% or more of its gross income
consists of passive income or (ii) 50% or more of the average quarterly value of its assets consists of assets that produce,
or are held for the production of, passive income. For purposes of the above calculations, a non-US corporation that
directly or indirectly owns at least 25% by value of the shares of another corporation is treated as if it held its
proportionate share of the assets of the other corporation and received directly its proportionate share of the income of the
other corporation. Passive income generally includes interest, rents, dividends, royalties and certain gains.
The Company may, directly or indirectly, invest in equity interests in subsidiaries and other entities which are PFICs
(collectively “Lower-tier PFICs”). Under attribution rules, US Holders will be deemed to own their proportionate share
of Lower-tier PFICs and will be subject to US federal income tax according to the PFIC rules described in the following
two paragraphs on (i) certain distributions by a Lower-tier PFIC and (ii) a disposition of shares of a Lower-tier PFIC, in
each case as if the US Holder owned such shares directly, even though the US Holders have not received the proceeds of
those distributions or dispositions directly.
A US Holder who owns the Company’s Ordinary Shares (or as discussed above is deemed to own shares of a Lowertier PFIC) during any taxable year in which the Company is a PFIC will generally be subject to adverse tax treatment.
Except to the extent the US Holder makes a timely and effective “mark-to-market” election as discussed below, gain
recognized on a disposition (including, under certain circumstances, a pledge) of Ordinary Shares by the US Holder (or
on an indirect disposition of shares of a Lower-tier PFIC) will be allocated rateably over the US Holder’s holding period
for the Ordinary Shares. The amounts allocated to the taxable year of disposition will be taxed as ordinary income. The
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amounts allocated to each other taxable year will be subject to tax at the highest rate in effect for that taxable year for
individuals or corporations, as appropriate, and an interest charge will be imposed on the resulting tax liability for each
such year. The total amount of the gain (or loss) will equal the difference between the US Holder’s tax basis in the
Ordinary Shares disposed of and the amount realized on the disposition, in each case as determined in US dollars.
To the extent that any distribution received by a US Holder on Ordinary Shares (or a distribution by a Lower-tier
PFIC to its shareholder that is deemed to be received by a US Holder) exceeds 125% of the average of the annual
distributions received (or deemed received) during the preceding three years or the US Holder’s holding period,
whichever is shorter, the distribution will be subject to taxation in the same manner as gain as described in the preceding
paragraph.
If the Company’s Ordinary Shares are “regularly traded” on a “qualified exchange,” a US Holder may make a markto-market election that would result in tax treatment different from the general tax treatment for PFICs described above.
The Ordinary Shares will be treated as “regularly traded” in any calendar year in which more than a de minimis quantity
of the Ordinary Shares are traded on a qualified exchange on at least 15 days during each calendar quarter. A foreign
exchange is a “qualified exchange” if it is regulated or supervised by a governmental authority in the jurisdiction in
which the exchange is located and with respect to which certain other requirements are met. The Internal Revenue
Service has not identified specific foreign exchanges that are “qualified” for this purpose. US Holders of Ordinary Shares
should consult their tax advisers as to whether the Spanish Stock Exchanges are qualified exchanges for this purpose. If a
US Holder validly makes the mark-to-market election, the US Holder generally will recognize as ordinary income any
excess of the fair market value of the Ordinary Shares at the end of each taxable year over their adjusted tax basis, and
will recognize an ordinary loss in respect of any excess of the adjusted tax basis of the Ordinary Shares over their fair
market value at the end of the taxable year (but only to the extent of the net amount of income previously included as a
result of the mark-to-market election). If a US Holder makes the election, the US Holder’s tax basis in the Ordinary
Shares will be adjusted to reflect the income or loss amounts recognized. Any gain recognized on the sale or other
disposition of Ordinary Shares in a year when the Company is a PFIC will be treated as ordinary income and any loss
will be treated as an ordinary loss (but only to the extent of the net amount of income previously included as a result of
the mark-to-market election). If a US Holder makes the mark-to-market election, distributions paid on Ordinary Shares
will be treated as discussed under “—Taxation of Distributions” below. US Holders should consult their tax advisers
regarding the availability and advisability of making a mark-to-market election in their particular circumstances. In
particular, US Holders should consider carefully the impact of a mark-to-market election with respect to their Ordinary
Shares given that the Company may own in future interests in Lower-tier PFICs for which a mark-to-market election may
not be available.
If the Company is a PFIC for any year during which a US Holder owns Ordinary Shares, it will generally continue to
be treated as a PFIC with respect to the US Holder for all succeeding years during which the US Holder owns the
Ordinary Shares, even if the Company cease to meet the threshold requirements for PFIC status.
The Company does not intend to provide US Holders with the information necessary to make a qualified electing
fund election, which if available could have materially affected the tax consequences of owning and disposing of the
Ordinary Shares.
If a US Holder owns Ordinary Shares during any year in which the Company is a PFIC, the US Holder generally
will be required to file annual reports containing such information as the US Treasury may require.
US Holders should consult their tax advisers concerning the Company’s PFIC status and the tax considerations
relevant to an investment in a PFIC.
Taxation of Distributions. Subject to the PFIC rules described above, distributions paid on Ordinary Shares, other
than certain pro rata distributions of Ordinary Shares, will be treated as dividends to the extent paid out of the Company’s
current or accumulated earnings and profits (as determined under US federal income tax principles). Distributions in
excess of current and accumulated earnings and profits (as determined under US federal income tax principles) will be
treated as a non-taxable return of capital to the extent of the US Holder’s basis in the Ordinary Shares and thereafter as
capital gain. Because the Company does not calculate earnings and profits under US federal income tax principles, it is
expected that distributions generally will be reported to US Holders as dividends. Dividends will not be eligible for the
dividends-received deduction generally available to US corporations under the Code or for the favourable tax rates
applicable to “qualified dividend income” of certain non-corporate US persons. Dividends will be included in a US
Holder’s income on the date of receipt. The amount of any dividend income paid in euros will be the US dollar amount
calculated by reference to the exchange rate in effect on the date of receipt, regardless of whether the payment is in fact
converted into US dollars. If the dividend is converted into US dollars on the date of receipt, a US Holder should not be
required to recognize foreign currency gain or loss in respect of the dividend income. A US Holder’s tax basis in the
euros received will equal the US dollar amount thereof included in income. A US Holder may have foreign currency gain
or loss, which will be US source ordinary income or loss, if the dividend is converted into US dollars after the date of
receipt.
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Dividends will be treated as foreign-source income for purposes of the foreign tax credit rules. For US federal
income tax purposes, the amount of the dividend income will include amounts withheld in respect of Spanish
withholding tax. Spanish taxes withheld from dividend payments at a rate not exceeding any applicable rate under the
Treaty generally will be creditable against a US Holder’s US federal income tax liability, subject to applicable limitations
that vary depending upon the US Holder’s circumstances. Any Spanish income taxes withheld in excess of the applicable
Treaty rate will not be eligible for credit against a US Holder’s US federal income tax liability. The rules governing
foreign tax credits are complex and US Holders should consult their tax advisers regarding the creditability of foreign tax
credits in their particular circumstances. Instead of claiming a credit, a US Holder may elect to deduct such Spanish taxes
in computing its taxable income, subject to applicable limitations. An election to deduct foreign taxes instead of claiming
foreign tax credits must apply to all foreign taxes paid or accrued in the taxable year.
Foreign tax credit for Spanish taxes imposed on dispositions of Ordinary Shares. As described in “Spanish
Taxation—Non-resident Shareholders—Taxation on capital gains” transfers or sales of Ordinary Shares will be subject to
Spanish taxation. Under the Treaty US Holders may be able to credit Spanish taxes imposed on dispositions of Ordinary
Shares, subject to applicable limitations. US Holders should consult their tax advisers as to whether they would be able to
credit any such Spanish taxes against their US federal income tax liabilities in their particular circumstances.
Information Reporting and Backup Withholding. Payments of dividends and sales proceeds that are made within the
United States or through certain US-related financial intermediaries may be subject to information reporting and backup
withholding, unless (i) the US Holder is a corporation or other exempt recipient (and if required, establishes its status as
such) or (ii) in the case of backup withholding, the US Holder provides a correct taxpayer identification number and
certifies that it is not subject to backup withholding. The amount of any backup withholding from a payment to a US
Holder will be allowed as a credit against the US Holder’s US federal income tax liability and may entitle it to a refund,
provided that the required information is timely furnished to the Internal Revenue Service.
Certain US Holders who are individuals (and under proposed regulations, certain entities controlled by individuals)
may be required to report information relating to their ownership of the Company’s Ordinary Shares, unless the Ordinary
Shares are held in accounts at financial institutions (in which case the accounts may be reportable if maintained by nonUS financial institutions). US Holders should consult their tax advisers regarding their reporting obligations with respect
to the Ordinary Shares.
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PART XIII: CERTAIN ERISA CONSIDERATIONS
The following is a summary of certain considerations associated with the purchase of the Ordinary Shares by an
“employee benefit plan” (within the meaning of Section 3(3) of ERISA) that is subject to Title I of ERISA, a plan,
individual retirement account or other arrangement that is subject to Section 4975 of the U.S. tax code or provisions
under any Similar Law, and entities whose underlying assets are considered to include “plan assets” of any such plan,
account or arrangement (each, a “Plan”). This summary is general in nature and is not intended to be all-inclusive. Due to
the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt prohibited
transactions, it is particularly important that fiduciaries, or other persons considering purchasing the Ordinary Shares on
behalf of, or with the assets of, any employee benefit plan, consult with their counsel to determine whether such
employee benefit plan is subject to Title I of ERISA, Section 4975 of the Code or any Similar Laws.
Section 3(42) of ERISA provides that the term “plan assets” has the meaning assigned to it by such regulations as the
U.S. Department of Labor (the “Department”) may prescribe, except that under such regulations the assets of any entity
shall not be treated as plan assets if, immediately after the most recent acquisition of any equity interest in the entity, less
than 25% of the total value of each class of equity is held by benefit plan investors. The Department has prescribed
regulations (the “Plan Asset Regulations”) that generally provide that when a Plan subject to Title I of ERISA or Section
4975 of the U.S. tax code (an “ERISA Plan”) acquires an equity interest in an entity that is neither a “publicly-offered
security” (as defined in the Plan Asset Regulations) nor a security issued by an investment company registered under the
U.S. Investment Company Act, the ERISA Plan’s assets include both the equity interest and an undivided interest in each
of the underlying assets of the entity unless it is established either that equity participation in the entity by “benefit plan
investors” is not significant or that the entity is an “operating company,” in each case as defined in the Plan Asset
Regulations. For purposes of the Plan Asset Regulations, equity participation in an entity by benefit plan investors will
not be significant if they hold, in the aggregate, less than 25% of the value of any class of equity interests of such entity,
excluding equity interests held by any person (other than a benefit plan investor) who has discretionary authority or
control with respect to the assets of the entity or who provides investment advice for a fee (direct or indirect) with respect
to such assets, and any affiliates of such person. Section 3(42) of ERISA provides, in effect, that for purposes of the Plan
Asset Regulations, the term “benefit plan investor” means an ERISA Plan or an entity whose underlying assets are
deemed to include “plan assets” under the Plan Asset Regulations (for example, an entity 25% or more of the value of
any class of equity interests of which is held by benefit plan investors and which does not satisfy another exception under
the Plan Asset Regulations).
It is anticipated that (i) Ordinary Shares will not constitute “publicly offered securities” for purposes of the Plan
Asset Regulations, (ii) the Company will not be an investment company registered under the U.S. Investment Company
Act and (iii) the Company will not qualify as an operating company within the meaning of the Plan Asset Regulations.
The Company will prohibit ownership by benefit plan investors in the Ordinary Shares through deemed representations
from its investors. However, no assurance can be given that investment by benefit plan investors in the Ordinary Shares
will not be “significant” for purposes of the Plan Asset Regulations.
Plan Asset Consequences
If the Company’s assets were deemed to be “plan assets” of an ERISA Plan whose assets were invested in the
Company, this would result, among other things, in (i) the application of the prudence and other fiduciary responsibility
standards of ERISA to investments made by the Company, and (ii) the possibility that certain transactions that the
Company, the Investment Manager or their respective affiliates might enter into, or may have entered into, in the
ordinary course of business might constitute or result in non-exempt prohibited transactions under Section 406 of ERISA
and/or Section 4975 of the Code and might have to be rescinded. A non-exempt prohibited transaction, in addition to
imposing potential liability upon fiduciaries of the ERISA Plan, may also result in the imposition of an excise tax under
the Code upon a “party in interest” (as defined in ERISA), or “disqualified person” (as defined in the Code), with whom
the ERISA Plan engages in the transaction. Governmental plans, certain church plans and non-U.S. plans, while not
subject to Title I of ERISA or Section 4975 of the Code, may nevertheless be subject to similar laws. Fiduciaries of such
plans should consult with their counsel before purchasing or holding any Ordinary Shares. Because of the foregoing, the
Ordinary Shares may not be purchased or held by any person investing assets of any Plan.
Representation and Warranty
In light of the foregoing, by accepting an interest in any Ordinary Shares, each purchaser and transferee will be
deemed to have represented and warranted that no portion of the assets used to purchase or hold its interest in the
Ordinary Shares constitutes or will constitute the assets of any Plan.
Provisions Included in By-Laws
The By-Laws contain certain information obligations with respect to shareholders or beneficial owners of Ordinary
Shares who are subject to a special legal regime applicable to pension funds or benefit plans (such as ERISA). If any
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such shareholder or beneficial owner fails to comply with such information obligations, the Company will be entitled to
suspend (until such obligations are fulfilled) the economic and political rights attached to the Ordinary Shares of such
person. Moreover, the Company will have the ability to request from any shareholder or beneficial owner of Ordinary
Shares such information as the Company considers necessary or useful to determine whether any such person is subject
to a special legal regime applicable to pension funds or benefit plans. Failure to provide such information to the
Company may result in the suspension of the political rights attached to the relevant Ordinary Shares. Furthermore,
according to the By-Laws, the Company will be able to take any measures it deems appropriate to avoid any adverse
effects to the Company or its shareholders resulting from the application of laws and regulation relating to pension funds
or benefit plans (in particular, ERISA). The purpose of these provisions is to provide the Company with the ability to
minimize the risk that Benefit Plan Investors (or other similar investors) hold 25% or greater of any class of equity
interest in the Company.
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PART XIV: ADDITIONAL INFORMATION
1.

RESPONSIBILITY

The Company and the signing Director (Mr. Miguel Pereda) accept responsibility for the information contained in
this Prospectus. To the best of the knowledge and belief of the Company and the signing Director (who have taken all
reasonable care to ensure that such is the case), the information contained in this Prospectus is in accordance with the
facts and contains no omission likely to affect the import of such information.
2.

INFORMATION ON THE COMPANY

The Company was incorporated and registered in Spain on 17 January 2014 pursuant to the Spanish Companies Act
as a public limited company (a sociedad anónima or S.A.) under the name Lar España Real Estate, S.A., subsequently
changed to Lar España Real Estate SOCIMI, S.A. upon election of SOCIMI special tax regime. The Company is
incorporated for an unlimited term.
The principal legislation under which the Company operates, and under which the Ordinary Shares were created, is
the Spanish Companies Act and the regulations made thereunder.
The registered office the Company is at Rosario Pino 14-16, 28020 Madrid, Spain.
The financial year end of the Company is 31 December.
The Company is domiciled in Spain and resident in Spain for tax purposes.
The Company is recently incorporated and has limited operating or financial data. The Company’s audited interim
financial statements as of 24 January 2014 and for the eight days ended on such date are included elsewhere herein.
Deloitte, whose address is Plaza Pablo Ruiz Picasso 1, Torre Picasso, 28020 Madrid, Spain, has been appointed as the
auditors of the Company and have been the only auditors of the Company since its incorporation.
Save for matters connected with the Issue and the entry into of the contracts discussed in section 11 of Part XIV
(Additional Information) the Company has not engaged in operations since its incorporation and has not incurred
borrowings.
3.

SHARE CAPITAL

At the date of this Prospectus, the issued share capital of the Company consists of €60,000 divided into a single
series of 30,000 shares in book-entry form, with a nominal value of €2.00 each. All of these shares are fully paid.
On incorporation and as at 12 February 2014 (being the latest practicable date prior to the registration of this
Prospectus with the CNMV), the Investment Manager, Grupo Lar, held 30,000 Ordinary Shares representing 100% of the
issued share capital of the Company. Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two of
the six members of the Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are shareholders of the Investment
Manager. In addition, Mr. Luis Pereda and Mr. Miguel Pereda are, respectively, the Executive Chairman and Co-CEO of
Grupo Lar. Mr. Miguel Pereda is also a member of the Company’s Board.
See section 6 of this Part XIV (Additional Information) in respect of the Directors’ authority to issue Ordinary
Shares.
The Company has no convertible debt securities, exchangeable debt securities or debt securities with warrants in
issue.
4.

INTERESTS OF MAJOR SHAREHOLDERS

Subject to the arrangements set out in section 11 of this Part XIV (Additional Information), insofar as the Company
is aware, immediately prior to, or following, Admission, the name of each person who, directly or indirectly, is interested
in 3% or more of the Company’s capital, and the amount of such person’s interest, will be as follows (on the basis of a
€400 million Issue):
Immediately prior to Admission

Name

Number of
Ordinary Shares

Number of
Ordinary Shares

Percentage of
issued Ordinary
Share Capital

30,000

100%

1,000,000

2.5%

Grupo Lar(1) ......................................................................
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Immediately following Admission

Percentage of
issued Ordinary
Share Capital

Immediately prior to Admission
Number of
Ordinary Shares

Name

―

LVS II Lux XII S.à r.l.(2) ..................................................

Percentage of
issued Ordinary
Share Capital

―

Immediately following Admission
Number of
Ordinary Shares

Percentage of
issued Ordinary
Share Capital

5,000,000

12.5%

(1) Grupo Lar is 83%-owned and effectively controlled by the Pereda Family. Two of the six members of the
Management Team (Mr. Luis Pereda and Mr. Miguel Pereda) are members of the Pereda Family. In addition, Mr.
Luis Pereda and Mr. Miguel Pereda are, respectively, the Executive Chairman and Co-CEO of Grupo Lar. Mr.
Miguel Pereda is also a member of the Company’s Board.
(2) The Company has entered into the Anchor Investor Subscription Agreement pursuant to which the Anchor Investor
has agreed to subscribe, at the Issue Price, an aggregate of 5,000,000 Issue Shares if the final number of Ordinary
Shares to be issued in the Issue is equal to or higher than 35,000,000, or such amount of Ordinary Shares which
would represent 12.5 per cent. of the Issue Shares if the number of Issue Shares is lower than 35,000,000,
conditional on the Placing Agreement not having been terminated in accordance with its terms and certain other
conditions being satisfied (including that the final number of Ordinary Shares to be issued in the Issue is at least
30,000,000 and no more than 45,000,000).
The above listed shareholders do not have different voting rights than those corresponding to the Ordinary Shares.
For the avoidance of doubt, it is hereby stated that both Grupo Lar and the Anchor Investor are subject to the applicable
Spanish securities market regulations governing market abuse and price-sensitive information which, among others, may
affect any co-investment transactions they intend to carry out with the Company. Additionally, Grupo Lar, in its capacity
as Investment Manager of the Company, is subject to the rules set forth in the Company’s Regulations of Internal
Conduct in the Capital Markets.
The Company is not aware of any persons who, directly or indirectly, jointly or severally, exercise or could exercise
control over the Company as at, or immediately following, Admission.
Under the Spanish SOCIMI Regime, the Company may become subject to a 19% Corporate Income Tax on the
amount of dividends received by a Substantial Shareholder. The By-Laws contain indemnity obligations from Substantial
Shareholders in favour of the Company designed to discourage the possibility that dividends may become payable to
Substantial Shareholders. If a dividend payment is made to a Substantial Shareholder, the Company will be entitled to
deduct an amount equivalent to the tax expenses incurred by the Company on such dividend payment from the amount to
be paid to such Substantial Shareholder. These provisions are summarised at section 6 of Part XIV (Additional
Information).
5.

TENDER OFFERS

Tender offers are governed in Spain by Law 24/1988 on the Securities Market (as amended by Law 6/2007 of April
12) and Royal Decree 1066/2007, of 27 July 2007, which have implemented Directive 2004/25/EC of the European
Parliament and of the Council of 21 April 2004. Tender offers in Spain may qualify as either mandatory or voluntary
offers.
Mandatory public tender offers must be launched for all the shares of the target company or other securities that
might directly or indirectly give the right to subscription thereto or acquisition thereof (including convertible and
exchangeable bonds) at an equitable price and not subject to any conditions when any person acquires control of a
Spanish company listed on the Spanish Stock Exchanges, whether such control is obtained:
•

by means of the acquisition of shares or other securities that directly or indirectly give the right to subscribe
or acquire voting shares in such company;

•

through agreements with shareholders or other holders of said securities; or

•

as a result of other situations of equivalent effect as provided in the regulations (i.e., indirect control
acquired through mergers, share capital decreases, target’s treasury stock variations or securities exchange
or conversion, etc.).

A person is deemed to have obtained the control of a target company, individually or jointly with concerted parties,
whenever:
•

it acquires directly or indirectly a percentage of voting rights equal to or greater than 30%; or
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•

it has acquired a percentage of less than 30% of the voting rights and appoints, in the 24 months following
the date of acquisition of said percentage, a number of directors that, together with those already appointed,
if any, represent more than one-half of the members of the target company’s board of directors. Regulations
also set forth certain situations where directors are deemed to have been appointed by the bidder or persons
acting in concert therewith unless evidence to the contrary is provided.

Notwithstanding the above, Spanish regulations establish certain exceptional situations where control is obtained but
no mandatory tender offer is required, including, among others:
•

subject to the CNMV’s approval, acquisitions or other transactions resulting from the conversion or
capitalization of claims into shares of listed companies the financial feasibility of which is subject to serious
and imminent danger, even if the company is not undergoing bankruptcy proceedings, provided that such
transactions are intended to ensure the company’s financial recovery in the long-term; or

•

in the event of a merger, provided that those acquiring control did not vote in favour of the merger at the
relevant general meeting of shareholders of the offeree company and provided also that it can be shown that
the primary purpose of the transaction is not the takeover but an industrial or corporate purpose; and

•

when control has been obtained after a voluntary bid for all of the securities, if either the bid has been made
at an equitable price or has been accepted by holders of securities representing at least 50 per cent of the
voting rights to which the bid was directed.

For the purposes of calculating the percentages of voting rights acquired, the regulations establish the following
rules:
•

percentages of voting rights corresponding to (i) companies belonging to the same group of the bidder; (ii)
members of the board of directors of the bidder or of companies of its group; (iii) persons acting for the
account of or in concert with the bidder (a concert party shall be deemed to exist when two or more persons
collaborate under an agreement, be it express or implied, oral or written, in order to obtain control of the
offeree company); (iv) voting rights exercised freely and over an extended period by the bidder under proxy
granted by the actual holders or owners of such rights, in the absence of specific instructions with respect
thereto; and (v) shares held by a nominee, such nominee being understood as a third-party whom the bidder
totally or partially covers against the risks inherent in acquisitions or transfers of the shares or the
possession thereof, will be deemed to be held by the bidder (including the voting rights attaching to shares
that constitute the underlying asset or the subject matter of financial contracts or swaps when such contracts
or swaps cover, in whole or in part, against the risks inherent in ownership of the securities and have, as a
result, an effect similar to that of holding shares through a nominee);

•

both the voting rights arising from the ownership of shares and those enjoyed under a usufruct or pledge or
upon any other title of a contractual nature will be counted towards establishing the number of voting rights
held;

•

the percentage of voting rights shall be calculated based on the entire number of shares carrying voting
rights, even if the exercise of such rights has been suspended; voting rights attached to treasury shares shall
be excluded; and non-voting shares shall be taken into consideration only when they carry voting rights
pursuant to applicable law; and

•

acquisitions of securities or other financial instruments giving the right to the subscription, conversion,
exchange or acquisition of shares which carry voting rights will not result in the obligation to launch a
tender offer either until such subscription, conversion, exchange or acquisition occurs.

Notwithstanding the foregoing, upon the terms established in the regulations, the CNMV will conditionally dispense
with the obligation to launch a mandatory bid when another person or entity not in concert with the potential bidder
directly or indirectly holds an equal or greater voting percentage in the target company.
The price of the mandatory tender offer is deemed equitable when it is at least equal to the highest price paid by the
bidder or by any person acting in concert therewith for the same securities during the 12 months prior to the
announcement of the tender offer. When the mandatory tender offer must be made without the bidder having previously
acquired the shares over the above–mentioned 12–month period, the equitable price shall not be less than the price
calculated in accordance with other rules set forth in the regulations. In any case, the CNMV may change the price so
calculated in certain circumstances (extraordinary events affecting the price, evidence of market manipulation, etc.).
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Mandatory offers must be launched within one month from the acquisition of the control of the target company.
Voluntary tender offers may be launched when a mandatory offer is not required. Voluntary offers are subject to the
same rules established for mandatory offers except for the following:
•

they might be subject to certain conditions (such as amendments to the by-laws or adoption of certain
resolutions by the target company, acceptance of the offer by a minimum number of securities, approval of
the offer by the shareholders meeting of the bidder; and any other deemed by the CNMV to be in
accordance with law), provided that such conditions can be met before the end of the acceptance period of
the offer; and

•

they may be launched at any price, regardless of whether it is lower than the abovementioned “equitable
price”.

Spanish regulations on tender offers set forth further provisions, including:

6.

•

subject to shareholder approval within 18 months from the date of announcement of the tender offer, the
board of directors of a target company will be exempt from the rule prohibiting frustrating action against a
foreign bidder whose board of directors is not subject to an equivalent passivity rule;

•

defensive measures included in a listed company’s by-laws and transfer and voting restrictions included in
agreements among a listed company’s shareholders will remain in place whenever the company is the target
of a tender offer, unless the shareholders resolve otherwise (in which case any shareholders whose rights
are diluted or otherwise adversely affected will be entitled to compensation at the target company’s
expense); and

•

squeeze-out and sell-out rights will apply provided that following a tender offer for all the target’s share
capital, the bidder holds securities representing at least 90% of the target company’s voting capital and the
tender offer has been accepted by the holders of securities representing at least 90% of the voting rights
other than those held by or attributable to the bidder previously to the offer.

BY-LAWS AND CERTAIN APPLICABLE REGULATION

The following is a summary of the By-Laws of the Company. Any shareholder requiring further detail than that
provided in the summary is advised to consult the By-Laws which are available at the address specified in paragraph 2 of
this Part XIV (Additional Information) and at the corporate website of the Company (www.larespana.com).
Share capital
At the date of this Prospectus, the issued share capital of the Company consists of €60,000 divided into a single
series of 30,000 registered shares in book-entry form, with a nominal value of €2.00 each. All of these shares are fully
paid. Non-residents of Spain may hold shares and vote, subject to the restrictions described under “Restrictions on
Foreign Investment”.
Dividend and liquidation rights
Payment of dividends is proposed by the Board of Directors and must be authorized by the shareholders at a general
meeting. Holders of shares participate in such dividends from the date agreed by a general meeting.
The Spanish Companies Act requires each company to contribute at least 10% of its net income each year to a legal
reserve until the balance of such reserve is equivalent to at least 20% of such company’s issued share capital. A
company’s legal reserve is not available for distribution to its shareholders except upon such company’s liquidation. The
legal reserve of the Company will not exceed 20% of the share capital of the Company. The Company’s By-Laws do not
establish any reserve that is not available for distribution to its shareholders.
According to the Spanish Companies Act, dividends may only be paid out of profits (after the necessary transfer to
mandatory reserves or distributable reserves and only if the value of the Company’s net worth is not, and as a result of
distribution would not be, less than its share capital).
In addition, no profits may be distributed unless the amount of the distributable reserves is at least equal to the
amount of the research and development expenses recorded as an asset in the Company’s balance sheet.
The Spanish Companies Act also requires the creation of a non-distributable reserve equal to the amount of goodwill
recorded as an asset on the balance sheet and that an amount at least equal to 5.0% of such goodwill be transferred from
the profit from each financial year to such non-distributable reserve until such time as the non-distributable reserve is of
an amount at least equal to the goodwill recorded on balance sheet. If, in any given financial year, there are no profits or
128
29311849_27.docx

there are insufficient profits to transfer an amount equal to 5.0% of the goodwill recorded on the balance sheet, the
Spanish Companies Act requires that the shortfall be transferred from freely distributable reserves to the nondistributable reserve.
In accordance with Section 947 of the Spanish Commercial Code, the right to a dividend lapses and reverts to the
Company if it is not claimed within five years after it becomes payable.
Upon liquidation of the Company, shareholders would be entitled to receive proportionately any assets remaining
after the payment of the Company’s debts, taxes and expenses of the liquidation.
Company’s indemnity from Substantial Shareholder’s CIT liability and shareholders’ reporting obligation
The By-Laws require any shareholder to give notice to the Company’s Board of Directors of any acquisition of
Ordinary Shares which results in such shareholder reaching a stake in the Company equal or higher to 5% of its share
capital. Furthermore, together with this notice, such shareholder must provide evidence of its tax residence and status
(i.e., such shareholder must provide a certificate issued by the relevant tax authorities of its country of residence,
indicating the following: (i) that, according to the records of such authorities, such shareholder is a tax resident of such
country and (ii) the rate at which dividends from the Company are subject to taxation in the relevant country).
A shareholder will be deemed to be a Substantial Shareholder if it holds a stake equal or higher than 5% of the share
capital of the Company and either (i) is exempt from any tax on the dividends or subject to tax on the dividends received
at a rate lower than 10% (for these purposes, final tax due under the Spanish Non Resident Income Tax Law is also taken
into consideration) or (ii) does not timely provide the Company with the information evidencing its equal or higher than
10% taxation on dividends distributed by the Company in the terms set forth in the By-Laws.
If a dividend payment is made to a Substantial Shareholder, the Company will be entitled to deduct an amount equal
to the CIT liability levied on any dividend distribution paid to it, increased in the amount that, once such CIT is deducted,
offsets the CIT expense derived for the Company under the Spanish SOCIMI Regime, from the amount to be paid to
such Substantial Shareholder.
For example, assuming that: (i) a gross dividend of €100 is due to a Substantial Shareholder, (ii) the CIT rate
applicable to dividend distributions made to such Substantial Shareholder is 19% (in accordance with the provisions of
the Spanish SOCIMI Regime relating to dividend distributions to Substantial Shareholders) and (iii) the Company is
subject to a 0% CIT rate on any indemnity amount to be deducted from the dividend payment to such Substantial
Shareholder, the indemnity amount to be deducted to such Substantial Shareholder will be the following:
Gross Dividend: €100
Special Taxation: 100 x 19% = €19

Special Taxation CIT Expense (“CITst”): €19
Indemnity amount to be deducted (“I”): €19
CIT tax base for the indemnity (“TBi”): €19
CIT Expense derived from the indemnity (“CITi”): €0
Effect for the Company: C – CITst– CITi = 19 – 19 – 0 = €0

The By-Laws include provisions for this calculation in case of an eventual amendment of the CIT rate applicable to
SOCIMIs. In this event, the indemnity amount to be deducted from the amount to be paid to the Substantial Shareholder
will be calculated taking into account its effect on the income statement of the Company (i.e., the amount of the
indemnity to be paid would be increased to reflect the taxation of the indemnity or any other cost for the purposes of the
Company CIT).
The purpose of providing the Company with the right to make these deductions is to offset any adverse impact
resulting from the distribution of dividends to a Substantial Shareholder on the Company.
The Board of Directors may elect not to make these deductions in full or at all from dividend payments to a
Substantial Shareholder in the event that, as a result of making such deductions, the Company would be in a worse
position than if it did not make them.
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The Spanish General Directorate of Taxes (DGT) has confirmed that any indemnity payment received from a
Substantial Shareholder will compute towards the SOCIMI Regime requirement that at least 80% of the Company’s net
annual income must derive from rental income and from dividends or capital gains in respect of certain specified assets.
Provisions relating to shareholders who are subject to a special legal regime applicable to pension funds or benefit
plans
The By-Laws contain certain information obligations with respect to shareholders or beneficial owners of Ordinary
Shares who are subject to a special legal regime applicable to pension funds or benefit plans (such as ERISA). If any
such shareholder or beneficial owner fails to comply with such information obligations, the Company will be entitled to
suspend (until such obligations are fulfilled) the economic and political rights attached to the Ordinary Shares of such
person. Moreover, the Company will have the ability to request from any shareholder or beneficial owner of Ordinary
Shares such information as the Company considers necessary or useful to determine whether any such person is subject
to a special legal regime applicable to pension funds or benefit plans. Failure to provide such information to the
Company may result in the suspension of the political rights attached to the relevant Ordinary Shares. Furthermore,
according to the By-Laws, the Company will be able to take any measures it deems appropriate to avoid any adverse
effects to the Company or its shareholders resulting from the application of laws and regulation relating to pension funds
or benefit plans (in particular, ERISA). The purpose of these provisions is to provide the Company with the ability to
minimize the risk that Benefit Plan Investors (or other similar investors) hold 25% or greater of any class of equity
interest in the Company.
Shareholders’ meetings and voting rights
Pursuant to the By-Laws, rules of the general shareholders’ meeting of the Company and the Spanish Companies
Act, ordinary annual general shareholders’ meetings are held during the first six months of each fiscal year on a date
fixed by the Board of Directors. Extraordinary general shareholders’ meetings may be called by the Board of Directors
whenever it deems appropriate, or at the request of shareholders representing at least 5% of the share capital. Notices of
all general shareholders’ meetings are published in the Commercial Registry’s Official Gazette (Boletín Oficial del
Registro Mercantil) and on the corporate website of the Company at least one month prior to the meeting. Once the
shares are trading, notices of all general shareholders’ meetings will be published in the Commercial Registry’s Official
Gazette (Boletín Oficial del Registro Mercantil), on the corporate website of the Company and on the website of CNMV.
In addition, according to the Spanish Companies Act, if the Company offers to shareholders the possibility to vote
by electronic means accessible to all shareholders, the time limit for calling extraordinary shareholders’ meetings may be
reduced to at least 15 days before an extraordinary shareholders’ meeting. The decision to abbreviate the period between
the notice date and the extraordinary shareholders’ meeting is to be taken by a majority of not less than two thirds of the
voting capital represented in an ordinary annual general shareholders’ meeting, and remains in force until no later than
the following annual general shareholders’ meeting.
Action is taken at ordinary meetings on the following matters: the approval of the management carried out by the
Directors, the approval of the annual accounts from the previous fiscal year, and the application of the previous fiscal
year’s income or loss. All other matters can be considered at either an extraordinary meeting or at an ordinary meeting if
the matter is within the authority of the meeting and is included on the agenda.
Each share entitles the holder to one vote and there is no limit as to the maximum number of voting rights that may
be held by each shareholder or by companies of the same group. Shareholders on record as holding any number of shares
with voting rights are entitled to attend the general shareholders’ meeting with the right to speak and vote. The notice
calling the general shareholders’ meeting shall indicate the date on which shares must be held by a shareholder in order
for the latter to participate in a general meeting and to vote in respect of his shares.
Only holders of shares duly registered in the book-entry records maintained by Iberclear, and its member entities, at
least five days prior to the day on which a general shareholders’ meeting is scheduled and in the manner provided in the
notice for such meeting, may attend and vote at such meeting.
Any share may be voted by proxy. Proxies must be in writing or in electronic form acceptable under the By-Laws,
and are valid for a single general shareholders’ meeting. Proxies may be given to any person, whether or not a
shareholder. Proxies must specifically refer to the general shareholders’ meeting. A proxy may be revoked by giving
notice to the Company prior to the meeting or by attendance by the relevant shareholder at the meeting.
Proxy holders are required to disclose any conflict of interest prior to their appointment. In case a conflict of interest
arises after the proxy holder’s appointment, such conflict of interest shall be immediately disclosed to the relevant
shareholder. In both cases, the proxy holder shall not exercise the shareholder’s rights unless the latter has given specific
voting instructions for each resolution in respect of which the proxy holder is to vote on behalf of the Shareholder. A
conflict of interest in this context may in particular arise where the proxy holder: (i) is a controlling shareholder of the
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Company, or is another entity controlled by such Shareholder; (ii) is a member of the administrative, management or
supervisory bodies of the Company, or of a controlling shareholder or another entity controlled by such Shareholder; (iii)
is an employee or auditor, of the Company, or of a controlling shareholder or another entity controlled by such
Shareholder; or (iv) is a natural person related to those mentioned in (i) to (iii) above.
A person acting as a proxy holder may hold a proxy from more than one shareholder without limitation as to the
number of shareholders so represented. Where a proxy holder holds proxies from several shareholders, he/she will be
able to cast votes for a shareholder differently from votes cast for another Shareholder.
Pursuant to the Spanish Companies Act, entities rendering investment services may exercise voting rights on behalf
of their clients when the latter appoint them as proxy holders. Financial intermediaries so appointed may cast votes for a
shareholder differently from votes cast for another Shareholder. In this respect, financial intermediaries will have to
provide the relevant company, within seven days prior to the day on which the general shareholders’ meeting is
scheduled, with the identity of each client that has appointed them as proxy holders, the number of shares in respect of
which votes shall be cast as well as the voting instructions received by the financial intermediary.
The By-Laws of the Company provide that, on the first call of an ordinary or extraordinary general shareholders’
meeting, the presence in person or by proxy of shareholders representing at least 25.0% of its voting capital will
constitute a quorum. If on the first call a quorum is not present, the meeting can be reconvened by a second call, which
according to the Spanish Companies Act requires no quorum. However, according to the Spanish Companies Act, a
resolution in a general shareholders’ meeting to modify the By-Laws of the Company (including increases and reductions
of share capital, bond issues, suppressions or limitations on the pre-emptive right over new shares, transformations,
mergers, spin-offs, global assignments of assets and liabilities and the transfer of the registered address of the Company
abroad), requires the presence in person or by proxy of shareholders representing at least 50.0% of the voting capital of
the Company on first call, and the presence in person or by proxy of shareholders representing at least 25.0% of the
voting capital of the Company on second call. On second call, and in the event that less than 50.0% of the voting capital
of the Company is represented in person or by proxy, such resolutions may only be passed upon the vote of shareholders
representing two-thirds of the Company’s capital present or represented at such meeting. The interval between the first
and the second call for a general shareholders’ meeting must be at least 24 hours. Resolutions in all other cases are
passed by a majority of the votes corresponding to the capital stock present or represented at such meeting.
Under the Spanish Companies Act, shareholders who voluntarily aggregate their shares so that the capital stock so
aggregated is equal to or greater than the result of dividing the total capital stock by the number of Directors have the
right, provided there are vacancies on the Board of Directors, to appoint a corresponding proportion of the members of
the Board of Directors (disregarding the fractions). Shareholders who exercise this right may not vote on the appointment
of other Directors.
A resolution passed in a general shareholders’ meeting is binding on all shareholders, although a resolution which is
(i) contrary to Spanish law or the By-Laws of the Company, or (ii) prejudicial to the interest of the company and is
beneficial to one or more shareholders or third parties, may be contested. In the case of resolutions contrary to Spanish
law, the right to contest is extended to all shareholders, directors and interested third parties. In the case of resolutions
prejudicial to the interest of the company or contrary to the By-Laws, such right is extended to shareholders who attended
the general shareholders’ meeting and recorded their opposition in the minutes, to shareholders who were absent and to
those unlawfully prevented from casting their vote as well as to members of the Board of Directors. In certain
circumstances (such as a significant modification of corporate purpose or change of the corporate form or transfer of
domicile to a foreign country), the Spanish Companies Act gives dissenting or absent shareholders the right to withdraw
from the company. If this right were exercised, the company would be obliged to purchase the relevant shareholding(s) in
accordance with the procedures established under the Spanish Companies Act.
Shareholders right of information
The Ordinary Shares grant their holders the right of information foreseen in the Spanish Companies Act, as well as
any other rights which, as special manifestations of this right of information, are gathered in Spanish Law 24/1988, of 28
July, on the securities market (Ley 32/2011, de 4 de octubre, por la que se modifica la Ley 24/1988, de 28 julio, del
Mercado de Valores) and in Law 3/2009, of 3 April, on structural changes in corporations (Ley 3/2009, de 3 de abril,
sobre modificaciones estructurales de las sociedades mercantiles).
Shareholder suits
Under the Spanish Companies Act, directors are liable to the Company, the shareholders and the creditors for acts or
omissions that are illegal or violate the By-Laws and for failure to carry out their legal duties with diligence.
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Under Spanish law, shareholders must bring actions against the directors as well as any other actions against the
Company or challenging corporate resolutions in the province where the Company is domiciled (currently Madrid,
Spain).
Registration and transfers
The shares of the Company are in book-entry form and are indivisible. Joint holders of one share must designate a
single person to exercise their shareholders’ rights, but they are jointly and severally liable to the Company for all the
obligations flowing from their status as shareholders, such as the payment of any pending capital calls.
Iberclear, which manages the Spanish clearance and settlement system of the Spanish Stock Exchanges, maintains
the central registry reflecting the number of shares held by each of its member entities (entidades participantes) as well
as the amount of these shares held by beneficial owners. Each member entity, in turn, maintains a registry of the owners
of such shares. Since the shares of the Company are in registered form, an electronic shareholder registry will be kept to
which effect Iberclear shall report to the Company all transactions entered into by its shareholders in respect of its shares.
Transfers of shares quoted on the Spanish Stock Exchanges must be made through or with the participation of a
member of a Stock Exchange. Brokerage firms, official stockbroker or dealer firms, Spanish credit entities, investment
services entities authorized in other EU member states and investment services entities authorized by their relevant
authorities and in compliance with the Spanish regulations are eligible to be members of the Spanish Stock Exchanges.
The transfer of shares may be subject to certain fees and expenses.
Restrictions on foreign investment
Exchange controls and foreign investments were, with certain exceptions, completely liberalized by Royal Decree
664/1999, of April 23, 1999 (Royal Decree 664/1999), in conjunction with the Spanish Foreign Investment Law (Ley
18/1992), bringing the existing legal framework on foreign investments in line with the provisions of the Treaty of the
European Union.
Subject to the restrictions described below, foreign investors may freely invest in shares of Spanish companies as
well as transfer invested capital, capital gains and dividends out of Spain without limitation (subject to applicable taxes
and exchange controls) and only need to file a notification with the Spanish Registry of Foreign Investments maintained
by the General Bureau of Commerce and Investments following the investment or divestiture, if any, solely for statistical,
economic and administrative purposes. Where the investment or divestiture is made in shares of Spanish companies
listed on any of the Spanish Stock Exchanges, the duty to provide notice of a foreign investment or divestiture lies with
the relevant entity with whom the shares in book-entry form have been deposited or which has acted as an intermediary
in connection with the investment or divestiture.
If the foreign investor is a resident of a tax haven, as defined under Spanish law (Royal Decree 1080/1991 of 5 July),
notice must be provided to the Registry of Foreign Investments prior to making the investment, as well as after
consummating the transaction. However, prior notification is not necessary in the following cases:
•

investments in listed securities, whether or not trading on an official secondary market, as well as
investments in participations in investment funds registered with the CNMV; and

•

foreign shareholdings that do not exceed 50.0% of the capital of the Spanish company in which the
investment is made.

Additional regulations to those described above apply to investments in some specific industries, including air
transportation, mining, manufacturing and sales of weapons and explosives for civil use and national defence, radio,
television and telecommunications. These restrictions do not apply to investments made by EU residents, other than
investments by EU residents in activities relating to the Spanish defence sector or the manufacturing and sale of weapons
and explosives for non-military use.
The Spanish Council of Ministers may suspend the aforementioned provisions relating to foreign investments for
reasons of public policy, health or safety, either generally or in respect of investments in specified industries, in which
case any proposed foreign investments falling within the scope of such a suspension would be subject to prior
authorization from the Spanish government.
Exchange control regulations
Pursuant to Royal Decree 1816/1991 of December 20, 1991 relating to economic transactions with non-residents,
and EC Directive 88/361/EEC, charges, payments or transfers between non-residents and residents of Spain must be
made through a registered entity, such as a bank or another financial institution registered with the Bank of Spain and/or
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the CNMV (entidades registradas), through bank accounts opened abroad with a foreign bank or a foreign branch of a
registered entity, in cash or by check payable to bearer. All charges, payments or transfers which exceed €6,010, if made
in cash or by check payable to bearer, must be notified to the Spanish exchange control authorities.
Pre-emptive rights and increases of share capital
Pursuant to the Spanish Companies Act, shareholders have pre-emptive rights to subscribe for any new shares issued
by the Company via monetary contributions and for any new bonds convertible into shares. Such pre-emptive rights may
be waived under special circumstances by a resolution passed at a general shareholders’ meeting or the board of directors
(when the company is listed and the general shareholders’ meeting delegates to the board of directors the right to increase
the capital stock or issue convertible bonds and waive pre-emptive rights), in accordance with Articles 308, 417, 504,
505, 506 and 511 of the Spanish Companies Act. As of the date hereof, the Company has no convertible or exchangeable
bonds outstanding.
Furthermore, the pre-emptive rights, in any event, will not be available in an increase in share capital to meet the
requirements of a convertible bond issue or a merger in which shares are issued as consideration. The rights are
transferable, may be traded on the SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) and may be of value
to existing shareholders because new shares may be offered for subscription at prices lower than prevailing market
prices.
As at the date of this Prospectus, the Board of Directors has been authorised by its sole shareholder (the Investment
Manager) to issue new Ordinary Shares up to 50% of the Company’s share capital immediately following the Issue. The
Board of Directors is also authorised to exclude pre-emptive rights in connection with up to 20% of the total number of
new Ordinary Shares that may be issued pursuant to the aforementioned authorisation, provided that such exclusion is in
the corporate interest of the Company. In addition, the Investment Manager is entitled, subject to satisfying certain
performance criteria, to receive Ordinary Shares (the Performance Fee Shares) from the Company under the Investment
Manager Agreement and pre-emptive rights will be disapplied for the issue of those Ordinary Shares.
Reporting requirements
In addition to reporting obligations imposed on Substantial Shareholders, pursuant to Royal Decree 1362/2007 of
October 19, 2007, any individual or legal entity who, by whatever means, purchases or transfers shares which grant
voting rights in a company for which Spain is listed as the home State (Estado de origen) (as defined therein) and which
is listed on a secondary official market or other regulated market in the EU, must notify the relevant issuer and the
CNMV, if, as a result of such transaction, the proportion of voting rights held by that individual or legal entity reaches,
exceeds or falls below a 3.0% threshold of the company’s total voting rights. The notification obligations are also
triggered at thresholds of 5.0% and multiples thereof (excluding 55.0%, 65.0%, 85.0%, 95.0% and 100.0%).
The individual or legal entity obliged to carry out the notification must serve the notification by means of the form
approved by the CNMV from time to time for such purpose, within four business days from the date on which the
transaction is acknowledged (Royal Decree 1362/2007 deems a transaction to be acknowledged within two business days
from the date on which such transaction is entered into). Should the individual or legal entity effecting the transaction be
a non-resident of Spain, notice must also be given to the Spanish Registry of Foreign Investments maintained by the
General Bureau of Commerce and Investments.
The reporting requirements apply not only to the purchase or transfer of shares, but also to those transactions in
which, without a purchase or transfer, the proportion of voting rights of an individual or legal entity reaches, exceeds or
falls below the threshold that triggers the obligation to report as a consequence of a change in the total number of voting
rights of a company on the basis of the information reported to the CNMV and disclosed by it.
Regardless of the actual ownership of the shares, any individual or legal entity with a right to acquire, transfer or
exercise voting rights granted by the shares, and any individual or legal entity who owns, acquires or transfers, whether
directly or indirectly, other securities or financial instruments which grant a right to acquire shares with voting rights,
will also have an obligation to notify the company and the CNMV of the holding of a significant stake in accordance
with the regulations.
Should the person or group effecting the transaction be resident in a tax haven (as defined by applicable Spanish
regulations), the threshold that triggers the obligation to disclose the acquisition or disposition of the Company’s shares is
reduced to 1% (and successive multiples thereof).
The Company will be required to report to the CNMV any acquisition of its own shares which, aggregated together
with all other acquisitions since the last notification, reaches or exceeds 1% of its share capital (irrespective of whether it
has sold any of its own shares in the same period). In such circumstances, the notification must include the number of
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shares acquired since the last notification (detailed by transaction), the number of shares sold (detailed by transaction)
and the resulting net holding of treasury shares.
All members of the Board of Directors must report to both the Company and the CNMV any percentage or number
of voting rights held by them at the time of becoming or ceasing to become a member of the Board of Directors within
four trading days.
In addition, pursuant to Royal Decree 1333/2005 of November 11, 2005 (implementing European Directive
2004/72/EC), any member of the Board of Directors or senior managers (directivos) of the Company, as defined therein
and any persons having a close link (vínculo estrecho) with any of them must similarly report any acquisition or disposal
of Company’s shares, derivative or financial instruments linked to Company’s shares regardless of the size, including
information on the percentage of voting rights which they hold as a result of the relevant transaction within five business
days. In addition, any member of the Board of Directors or senior managers (directivos) of the Company, as defined
therein must also report any stock based compensation that they may receive pursuant to any of the Company’s
compensation plans.
The Spanish Companies Act requires parties to disclose certain types of shareholders’ agreements that affect the
exercise of voting rights at a general shareholders’ meeting or contain restrictions or conditions on the transferability of
shares or bonds that are convertible or exchangeable into shares. If shareholders enter into such agreements with respect
to the Company’s shares, they must disclose the execution, amendment or extension of such agreements to the Company
and to the CNMV, and file such agreements with the appropriate commercial registry.
Moreover, in accordance with the CNMV’s Executive Committee agreement of 27 May 2010, persons holding a net
aggregate short position on Company’s shares must report them to the CNMV on a confidential basis whenever it reaches
0.2% and notify any subsequent decrease or increase by 0.1% and successive multiples thereof within the day
immediately following the relevant trade. The CNMV publishes individual net short positions of 0.5% or more and
aggregate information on net short positions between 0.2% and 0.5%
In addition, on 19 December 2007 the CNMV issued Circular 3/2007 setting out the requirements to be met by
liquidity contracts entered into by issuers with financial institutions for the management of their treasury shares to
constitute an accepted market practice and, therefore, be able to rely on a safe harbour for the purposes of market abuse
regulations.
Share repurchases
Pursuant to the Spanish Companies Act, the Company may only repurchase its own shares within certain limits and
in compliance with the following requirements:
•

the repurchase must be authorized by the general shareholders’ meeting in a resolution establishing the
maximum number of shares to be acquired, the minimum and maximum acquisition price and the duration
of the authorization, which may not exceed five years from the date of the resolution; and

•

the repurchase, including the shares already acquired and currently held by the Company, or any person or
company acting in its own name but on the Company’s behalf, must not bring its net worth below the
aggregate amount of the Company’s share capital and legal reserves.

For these purposes, net worth means the amount resulting from the application of the criteria used to draw up the
financial statements, subtracting the amount of profits directly imputed to that net worth, and adding the amount of share
capital subscribed but not called and the share capital nominal and issue premiums recorded in the Company’s accounts
as liabilities. In addition:
•

the aggregate nominal value of the shares directly or indirectly repurchased, together with the aggregate
nominal value of the shares already held by the Company and its subsidiaries, must not exceed 10% of the
Company’s share capital; and

•

the shares repurchased must be fully paid-up. A repurchase shall be considered null and void if (i) the
shares are partially paid-up, except in the case of free repurchase, or (ii) the shares entail ancillary
obligations.

Treasury shares do not have voting rights or economic rights (for example, the right to receive dividends and other
distributions and liquidation rights), except the right to receive bonus shares, which will accrue proportionately to all of
the Company’s shareholders. Treasury shares are counted for purposes of establishing the quorum for general
shareholders’ meetings as well as majority voting requirements to pass resolutions at general shareholders’ meetings.
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7.

EMPLOYEES

The Company has two employees: the Company’s CFO, Sergio Criado, and the Company’s Corporate Manager,
which is pending to be appointed.
8.

WORKING CAPITAL

In the opinion of the Company, taking into consideration the Net Proceeds to be received by the Company from the
Issue, the working capital available to the Company is sufficient for the Company’s present requirements and, in
particular, is sufficient for at least the next 12 months from the date of this Prospectus.
9.

NO SIGNIFICANT CHANGE

Since its incorporation on 17 January 2014, the Company has not carried on business or incurred borrowings and
there has been no significant change in the financial or trading position of the Company since 24 January 2014 (the date
to which the financial information reported on in the accountant’s report in respect of the Company in Part X (Historical
Financial Information) was prepared).
Notwithstanding the foregoing, on 6 February 2014 Grupo Lar, in its capacity as sole shareholder of the Company,
approved a contribution to the reserves of the Company of €240,000, which shall be paid on the Subscription Date, in
order to compensate the difference existing between (i) the issue rate of the 30,000 Ordinary Shares it subscribed for at
the moment of the Company’s incorporation (€2.00 par value), and (ii) the Issue Price (€10.00 per Ordinary Share, since
each Ordinary Share has a nominal value of €2.00 and is issued with a share premium of €8.00).
10. RELATED PARTY TRANSACTIONS
10.1 Investment Manager Agreement
The Investment Manager is 83%-owned and effectively controlled by members of the Pereda Family, which includes
two member of the Management Team, Mr. Luis Pereda and Mr. Miguel Pereda (who is also a Director). Mr. Luis
Pereda and Mr. Miguel Pereda are also directors of the Investment Manager. See section 11.1 of this Part XIV
(Additional Information) of this Prospectus for a summary of the Investment Manager Agreement. The Investment
Manager Agreement was negotiated in the context of the Company’s formation and the Issue by persons who were, at the
time of negotiation, members of the Management Team and affiliates of the Investment Manager.
11. MATERIAL CONTRACTS
The following is a summary of the material contracts (other than contracts entered into in the ordinary course of
business) which have been entered into by the Company since incorporation and any other contracts which have been
entered into by the Company which contain any provision under which the Company has any obligation or entitlement
which is or may be material to the Company at the date of this Prospectus.
11.1 Investment Manager Agreement
Object and scope of appointment
Appointment of the Investment Manager
Pursuant to the Investment Manager Agreement, the Investment Manager has been appointed on an exclusive basis
to (subject always to certain reserved matters described under “Reserved matters” below): (i) acquire real estate
properties on behalf and for the account of the Company using the Company’s cash assets and manage the property and
property-related assets of the Company, pursuant to and in accordance with the Investment Strategy and to enter into any
agreement, contract, transaction or arrangement in relation to the purchase, acquisition, holding, exchange, transfer, sale
or disposal of any property or property-related investment in Spain and shall have full authority to bind the Company in
connection therewith and to delegate such authority; (ii) provide or procure the provision of various accounting,
administrative, registration, reporting (including assistance and cooperation for due reporting by the Company to the
CNMV), record keeping and other services to the Company as the Company may from time to time reasonably require
including, without limitation, the preparation and submission to the Company of a report for review at any periodic
meeting of the Board of Directors; (iii) act as the Company’s agent in the performance of the services under, and the
conduct of material contractual dealings pursuant to, and in accordance with, the Investment Manager Agreement
(subject to certain reserved matters described under “Reserved matters” below); (iv) carry out all actions required to
provide the management services to be provided by the Investment Manager under the Investment Manager Agreement;
(v) structure all investments in a manner which allows the Company to comply with the Spanish SOCIMI Regime
requirements; (vi) coordinate with debt providers at the asset or corporate level; (vii) advise the Company on the
acquisition of co-ownership, joint tenancy, tenancies in common and other interests in properties; (viii) arrange the
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letting (and/or re-letting) and/or development or improvement of properties which the Company has acquired and act as
development manager in relation to any such development or improvement of properties; (ix) advise on the availability
and appropriate source of funds to be utilised by the Company in making distributions to shareholders; (x) advise in
relation to the exercise of any rights attaching to investments acquired on behalf of the Company; (xi) advise the
Company in relation to any discretionary actions of which it is aware with respect to the Company’s investments
including, without limitation, voting rights and of the date or dates by when such rights must be exercised or such action
taken; (xii) manage the Company’s property investments or arrange to delegate authority to certain persons (to the extent
and in the manner provided in the Investment Manager Agreement) to assist it in performing this function; and (xiii)
procure advice for the Company from reputable insurance advisers in respect of the appropriate insurance for the
properties of the Company and ensure that such insurance as approved in writing by the Company is put in place (at the
cost of the Company) (collectively, the “Services”). This appointment is irrevocable so long as the Investment Manager
Agreement subsists.
The Investment Manager has full discretionary authority to enter into transactions in respect of investment
management services and other services to be provided under the Investment Manager Agreement, for and on behalf of
the Company, subject, in each case, to certain reserved matters described under “Reserved matters” below, which require
the consent of the Company’s Board.
The Investment Manager shall be the sole and exclusive provider of the Services to the Company for the duration of
the Investment Manager Agreement, but may delegate the provision of certain of the Services to the extent provided by
the Investment Manager Agreement (see “Delegation” below).
Investment Manager’s duties
The Investment Manager shall, in providing the Services to be provided under the Investment Manager Agreement,
do the following:
(a)

exercise the level of professional skill, care and diligence in relation to the performance of its duties which
would reasonably be expected from a best in class, internationally recognised manager experienced in the
management of commercial and residential properties similar to the Company’s properties acting in accordance
with the following criteria and in all cases with the same degree of care as in the management and provision of
services corresponding to the Investment Manager’s own business:
(i)

current good market practice and the principles of good real estate management;

(ii)

in respect of any proposed lease or the assignment of any lease, what a reasonable and prudent
institutional investor would determine to be in its interests, taking into account sound investment
practice criteria, including but not limited to tenant mix, prevailing market conditions, the nature, size,
type and location of the Company’s properties, the financial standing of the proposed tenant (or the
proposed assignee) and any proposed surety and the obligations of the tenant under the proposed lease;
and

(iii)

the best commercial interests of the Company;

(b)

act in accordance with applicable laws relating to the provision of the Services and the Company’s activities
for which the Investment Manager is responsible pursuant to the Investment Manager Agreement, and in
accordance with the terms of the By-Laws (including without limitation the investment policy, the
Investment Strategy and the financing strategy);

(c)

maintain and comply with all regulatory authorisations, licences and approvals from time to time required
by the Investment Manager in order for it to provide the Services;

(d)

in the provision of the Services, have due regard to the Spanish securities market regulations which are
applicable to the Company;

(e)

act in accordance with the Company’s Business Plan;

(f)

employ or have available such number of competent and suitably qualified staff or consultants as the
Investment Manager, acting reasonably as an advisor and manager in respect of properties similar in nature
to those of the Company, considers adequate for the provision of the Services;

(g)

ensure that the Key Persons devote such time to the supervision and performance of the obligations of the
Investment Manager under the Investment Manager Agreement as is necessary to enable the Investment
Manager to perform the Services in accordance with, and otherwise comply with its obligations under, the
Investment Manager Agreement;
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(h)

not carry out any act, and use reasonable endeavours not to knowingly permit any act, which shall be or be
likely to be fraudulent or dishonest; and

(i)

use all reasonable endeavours to work in a professional and efficient manner with any other consultants or
professionals appointed by or on behalf of the Company in respect of any property.

The Investment Manager has full discretionary authority to enter into transactions in respect of investment
management services and other services to be provided under the Investment Manager Agreement, for and on behalf of
the Company, subject to certain reserved matters which require the consent of the Board of Directors of the Company.
The Investment Manager is required to produce an annual Business Plan for the management of the properties held
or acquired by the Company, which shall be subject to approval by the Board of Directors, annual budgets for the
Company and provide an update on any situation that deviates materially from the proposed Business Plan.
Management Team
The Investment Manager has undertaken to appoint and maintain a team of property and financial professionals with
extensive and proved experience in and in-depth knowledge of the Spanish real estate market through their involvement
in Grupo Lar, the Management Team, to provide the Services to the Company, who the Investment Manager considers to
be competent and suitably qualified for the proper performance of the Services in accordance with the Investment
Manager Agreement.
If, during the term of the Investment Manager Agreement:
(a)

either of Mr. Luis Pereda or Mr. Miguel Pereda (the “Key Persons”) intends to resign or cease to act or be
engaged as a director of the Investment Manager (otherwise than by a “Force Majeure Reason” understood
as by reason of his death, permanent incapacity or a critical personal situation or event completely out of his
control which makes it impossible for him to perform his duties), then the Investment Manager shall (i)
provide the Company with written notice of such fact not less than three months prior to the date on which
the relevant Key Person intends to so resign or cease acting (such three month period being the “Initial
Notice Period”); and (ii) as soon as practicable following the giving of such notice, identify a suitable
replacement for the Key Person with the appropriate level of qualification and experience and propose such
person to the Board of Directors for approval (subject to the consent of the Company’s shareholders),
whereupon the Company’s shareholders shall determine in their absolute discretion whether to approve the
appointment of any such replacement, provided that if no suitable replacement has been appointed during
the nine month period following the Initial Notice Period, the Company may terminate the Investment
Manager Agreement by notice in writing to the Investment Manager;

(b)

Mr. Miguel Pereda intends to cease to be materially involved in the delivery of the Services by the
Investment Manager or does not intend to maintain his position as a director at the Investment Manager or
the Company (in each case, otherwise than by a Force Majeure Reason), then the Investment Manager shall
(i) provide the Company with written notice of such fact not less than three months prior to the date on
which Mr. Miguel Pereda intends to so cease involvement or to maintain such position (the “Miguel Pereda
Initial Notice Period”); and (ii) as soon as practicable following the giving of such notice, identify a suitable
replacement for Mr. Miguel Pereda with the appropriate level of qualification and experience and propose
such person to the Board of Directors for approval (subject to the consent of the Company’s shareholders),
whereupon the Company’s shareholders shall determine in their absolute discretion whether to approve the
appointment of any such replacement, provided that if no suitable replacement has been appointed during
the nine month period following the Miguel Pereda Initial Notice Period, the Company may terminate the
Investment Manager Agreement by notice in writing to the Investment Manager;

(c)

either of the Key Persons ceases to be significantly involved in the delivery of the Services by the
Investment Manager and does not maintain its position as a director at the Investment Manager due to a
Force Majeure Reason, then (i) if less than 75% of initial equity raised in the Issue has been invested by the
Company then the procedure in (a) above will be followed as regards finding a suitable replacement for the
Key Person and, in the absence of finding such replacement within the relevant time frame, the investment
Manager Agreement shall be terminated, or (ii) if more than 75% of initial equity raised in the Issue has
been invested by the Company then a suitable person to replace the relevant Key Person shall be proposed
by the Investment Manager for approval by the Board of Directors. The Board of Directors will submit the
replacement to a shareholders meeting of the Company in order to obtain consent from the Company’s
shareholders. If the Company’s shareholder meeting does not consent (by simple majority), then the Board
of Directors may nominate alternative replacements and call further shareholders meetings if it deems it
results in the interest of the corporate interest. For the avoidance of doubt, non-replacement or no agreement
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on the replacement will not give rise to the termination of the Investment Manager Agreement in this case;
and
(d)

Mr. Luis Pereda intends to cease to be significantly involved in the delivery of the Services by the
Investment Manager and is expected to remain less than significantly involved in the Company for longer
than a six month period (otherwise than by a Force Majeure Reason) but intends to maintain his position as
a director at the Investment Manager, then the Investment Manager shall (i) provide the Company with
written notice of such fact immediately upon becoming aware of such circumstance occurring or becoming
apparent; and (ii) during the four month period following the giving of such notice, propose to the Board of
Directors a detailed plan including the expected involvement and the responsibilities that will continue to be
assumed by Mr. Luis Pereda and the detailed plan of action that the Investment Manager intends to
implement to further reinforce the Management Team to adequately provide the same level and standards of
Services to the Company as would be the case if Mr. Luis Pereda were to remain significantly involved in
the delivery of the Services, and the Board of Directors and the Investment Manager will in good faith
discuss and amend the proposed plan of the Investment Manager and will use reasonable endeavours to
seek to agree to a reasonable solution. If at the end of the four month’s period the proposed plan with the
discussed adjustments is still not acceptable to the Board of Directors, the Board of Directors will allow a
two month’s period for Mr. Luis Pereda to substantially reinstate his prior level of involvement and
functions undertaken for the Company under the Investment Manager Agreement. In the event that,
following such two months’ period, his prior level of involvement has not been substantially reinstated, the
Company may terminate the Investment Manager Agreement by notice in writing to the Investment
Manager.

Investment Strategy
In carrying out their functions under the Investment Manager Agreement, the Investment Manager and the members
of the Management Team must follow the Investment Strategy, with the aim to focus their investment decisions on the
acquisition of primarily commercial properties in Spain which preferably require an active asset management and fit
within the Company’s purpose of creating a real estate portfolio capable of paying dividends in line with the applicable
Spanish SOCIMI Regime requirements, and generate capital returns for the Company’s shareholders.
Investment criteria
Composition of the Company’s real estate portfolio. The Company’s Total GAV will be distributed as follows
(measured as at the time investments are made):
(a)

Over 80% of the Total GAV must be invested in Commercial Property, that is:
(i) Office properties across Spain, primarily focusing on office properties in Madrid and
Barcelona;
(ii) Retail: shopping centres in Spain; retail parks including big box properties (i.e., retail stores
that occupy large warehouse-style buildings) on a selective basis; and high street retail
properties (i.e., retail stores located in the primary business and retail streets of a city, such as
top fashion boutiques) on a selective basis; and
(iii) Other selected commercial real estate properties, for example, industrial properties, which are
expected to represent a limited percentage of the Total GAV.

(b)

Up to but less than 20% of the Total GAV may be invested in Residential Property, i.e., first-home
residential properties across Spain.

Type of properties. When investing in Commercial Property, the Investment Manager and the members of the
Management Team will focus on mis-priced assets or assets with active asset management opportunities, for example
through repositioning, rental extension or rental optimisation, and adopt a conservative approach with regard to
development opportunities in the context of the whole portfolio.
When investing in Residential Property, the Investment Manager and the members of the Management Team will
primarily target fully-built assets, in very specialised cases consider assets with a reduced component of development
risk and consider investing in new developments in niche markets with limited supply of first-homes.
The Company will have the ability to enter into (including at the Investment Manager’s request) a variety of
investment structures, including joint ventures, acquisitions of controlling interests or acquisitions of minority interests
within the parameters stipulated in the Spanish SOCIMI Regime. There is no limit imposed by the Spanish SOCIMI
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Regime on the proportion of the Company’s portfolio that may be held through joint ventures. In addition, acquisitions of
assets may be done through any type of agreement and structure, including though the acquisition of non-performing
loans and other types of financial instruments.
When implementing the Company’s Investment Strategy, the Investment Manager will not in any event invest more
than 20% of the Company’s equity capital in a single asset.
Leverage criteria
When implementing the Company’s Investment Strategy, the Investment Manager and the members of the
Management Team will seek to use leverage over the long-term and will consider using hedging where appropriate to
mitigate interest rate risk, subject to the following principles:
(i)

The target of the Company is that total leverage, represented by the Company’s aggregate borrowings
(net of cash) as a percentage of the most recent Total GAV of the Company, will be up to 50%.
Notwithstanding the foregoing, the Board of Directors, including at the proposal of the Investment
Manager, may modify the Company’s leverage policy (including the level of leverage) from time to
time in light of then-current economic conditions, the relative costs of debt and equity capital, the fair
value of the Company’s assets, growth and acquisition opportunities or other factors it deems
appropriate.

(ii)

Debt financing for acquisitions will be assessed on a deal-by-deal basis initially with reference to the
capacity of the Company to support leverage.

(iii)

Debt on development properties will be, to the extent possible, ring-fenced in order to exclude recourse
to other assets of the Company. The policy of the Company will not contemplate incorporating special
purpose vehicles for investments in non-development properties as a general rule.

The Investment Manager has undertaken that the Company will not enter into a general financing facility to fund
acquisitions before Admission. In addition, the Investment Manager has undertaken, as a general rule and unless the
nature of the investment advises otherwise, to carry out investments using proceeds from the Issue and any other issue of
the Company’s Ordinary Shares. When necessary, debt may be raised in line with the leverage criteria described above.
Director designation rights
Subject to applicable law and regulations and the Company’s By-Laws, and subject to any proposed nominee being
appropriately qualified to act as member of the Board of Directors and his or her identity having been approved by the
Remuneration and Nomination Committee of the Company (such approval not to be unreasonably withheld, conditioned
or delayed), the Investment Manager is entitled to require the Board of Directors to propose to the general shareholders’
meeting of the Company the appointment of:
(i)

one non-executive Director of the Company nominated by the Investment Manager, provided that the
Board of Directors is comprised of five or fewer persons; or

(ii)

up to two non-executive Directors nominated by the Investment Manager, provided that the Board of
Directors is comprised of more than five persons.

Subject to compliance with the foregoing requirements, the Investment Manager is entitled to require the Board of
Directors to propose to the Company’s general shareholders’ meeting to remove or replace any such person whom it has
nominated as a member of the Board of Directors, provided that in the case of any such removal, the Investment Manager
shall indemnify and hold harmless the Company (and any member of its group) against any and all costs, losses,
liabilities and/or expenses suffered by the relevant company in connection with such removal.
No Director of the Company nominated by the Investment Manager pursuant to the Investment Manager Agreement
shall be paid any fee or remuneration by the Company for his or her services as a non-executive director.
The Chairman of the Board of Directors shall be entitled to request the attendance of the Chairman of the Investment
Manager to meetings of the Board of Directors and the Investment Manager shall procure that the Chairman of the
Investment Manager shall attend such meetings when so required, unless there is a material cause impeding such
attendance. The Company’s By-Laws and the Board of Directors’ regulations shall permit and regulate such attendance
commitment.
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Reserved matters
The Investment Manager shall be entitled to perform the Services and to conduct and enter into transactions
provided that it shall seek prior written consent from the Company if such Services or transactions involve any of the
following (each of them, a “Reserved Matter”):
(i)

any acquisition/disposal of a property investment or the entry into any binding agreement to
acquire/dispose of a property investment where the aggregate acquisition cost/gross proceeds attributed
to the Company in respect of such property investment is/are in excess of €30 million;

(ii)

any new financing or refinancing, including associated hedging arrangements, entered into in respect of
a property investment where the amount of the facility to be entered into in respect of such
arrangements is in excess of €30 million, or any material amendment thereof;

(iii)

any capital expenditure on a property investment in excess of, in aggregate, €10 million;

(iv)

any proposed lease agreement or termination where the annual rent is greater than 10% of the
aggregate rental income of the Company;

(v)

any co-investment or joint venture in Commercial Property. If approved, the Investment Manager shall
be entitled to manage the whole co-investment or joint-venture in its own name and on behalf of the
Company. The Investment Manager has undertaken to submit in good faith to the Company any coinvestment or joint venture offer in Commercial Property received from third parties for the whole
stake that such third party has actually offered to the Investment Manager (pursuant to the terms of the
Company’s exclusivity right referred to below under “Exclusivity in Commercial Property and coinvestment in Residential Property”);

(vi)

any co-investment or joint venture in Residential Property with an investment by the Company of
above €10 million. The Investment Manager has undertaken to submit in good faith to the Company
any co-investment or joint venture offer in Residential Property received from third parties for at least a
20% stake in the total investment (pursuant to the terms of the Company’s co-investment right referred
to below under “Exclusivity in Commercial Property and co-investment in Residential Property”);

(vii)

any hedging or use of derivatives, including related to debt facilities, interest, or property investments
(which may only be used to the extent (if any) permitted by any regulatory requirements applicable to
the Company and/or the Investment Manager), unless comprised within the relevant financing as
indicated in (ii) above;

(viii)

the entry by the Company into any transaction for the purchase of assets from, or provision of services
of a material nature by, any company, undertaking or person which is from time to time (1) a
subsidiary or a subsidiary undertaking (whether direct or indirect) of the Investment Manager; (2) a
direct or indirect (through controlled entities under article 42 of the Spanish Commercial Code)
shareholder of the Investment Manager (other than Minority Shareholders in the Investment Manager
(as defined herein)); or (3) another subsidiary or subsidiary undertaking controlled directly or indirectly
pursuant to Article 42 of the Spanish Commercial Code by the entities referred to in (2) above (other
than Minority Shareholders in the Investment Manager) (each of the entities described under (1), (2)
and (3) above, an “Investment Manager Affiliate”), or for the sale of assets or provision of services of a
material nature to any Investment Manager Affiliate except if covered under a framework agreement
approved by the Board of Directors. The entry by the Company into any transaction for the purchase of
assets from, or the provision of services of a material nature by, an individual associated with an
Investment Manager Affiliate should also be considered a Reserved Matter. For the avoidance of
doubt, Gentalia is not an Investment Manager Affiliate for purposes of the Investment Manager
Agreement;

(ix)

any disposal of any right, title or interest in any of the Company’s properties at less than its acquisition
cost;

(x)

related-party transactions and situations which may give rise to a conflict of interest situation in
connection with the Investment Manager and the Management Team including any transaction with
third parties pursuant to which the Investment Manager is entitled to receive any compensation, fee or
commission;

(xi)

the appointment by the Investment Manager of one or more managing agents or the execution of any
third-party service agreement for an annual amount exceeding €1 million; and
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(xii)

any transaction executed with Gentalia, unless it is regulated under an arm’s length basis framework
agreement between the Company and Gentalia approved by the Board of Directors, and provided that
the relevant assets fall within the parameters of such framework agreement.

Notwithstanding the foregoing, the Investment Manager shall be entitled to perform Services and conduct and enter
into transactions involving Reserved Matters without seeking prior written consent from the Company, provided that
such Services or transactions are required to be performed by the Investment Manager as a matter of law or in order to
respond to a bona fide emergency where time is of the essence.
Where the Company’s approval is required for a transaction under the terms of the Investment Manager Agreement,
the Investment Manager shall, either by means of an update to the Business Plan or a separate proposal, submit a
proposal to the Board of Directors as to the transaction in question and provide the Company with such information as
the Board of Directors may reasonably require to consider and, if it decides to do so, approve the transaction.
Exclusivity in Commercial Property and co-investment in Residential Property
In accordance with the Investment Manager Agreement, subject to certain exceptions, the Investment Manager has
agreed not to invest in Commercial Property in Spain which is within the parameters of the Investment Strategy of the
Company (or to provide services to any person other than the Company in connection with such assets) and will be
required to offer to the Company at least a 20% interest of the overall investment in any Relevant Residential
Opportunity it (or any of the Investment Manager Affiliates) may plan to carry out. In addition, subject to certain
exceptions, each member of the Management Team has undertaken to offer the Company a 20% share (if in connection
with a Residential Property) or the full share (if in connection with a Commercial Property) of the stake available to such
member of the Management Team in any investment in which such member of the Management Team intends to
participate and which fits within the Investment Strategy of the Company.
Set forth below is a detailed description of the Investment Manager and Management Team’s undertakings under the
Investment Manager Agreement.
Exclusivity in Commercial Property
The Investment Manager has agreed that, during the term of the Investment Manager Agreement, it will not, and it
will require that none of the Investment Manager Affiliates will (i) acquire or invest (on its own behalf or on behalf of
third parties or through joint venture agreements) in Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company (except for the following investments (each an “Exception”) which are expressly
permitted (a) one or more investments carried out by shareholders of the Investment Manager on their own behalf,
provided that such investment or investments do not exceed €2 million in the aggregate throughout the life of the
Investment Manager Agreement (or such a higher amount, if any, approved by the Company’s Board of Directors in
exceptional circumstances), and that they are notified to the Board of Directors of the Company following their
undertaking, and (b) investments by the Investment Manager or any Investment Manager Affiliate in Commercial
Property for its own occupation if expressly waived by the Board of Directors) or (ii) act as investment manager,
investment adviser or agent, or provide administration, investment management or other services, for any person, entity,
body corporate or client other than the Company, for Commercial Property in Spain which is within the parameters of the
Investment Strategy of the Company.
However, this exclusivity shall not apply:
(i)

to any dealings by the Investment Manager or any Investment Manager Affiliate in respect of any
property or property-related asset owned or managed, totally or partially, by it as of the date of the
Investment Manager Agreement (i.e., 12 February 2014). Therefore, the Investment Manager and
Investment Manager Affiliates may continue or agree to act as investment manager or investment
adviser for other persons or provide administration, investment management or other services for other
clients without making the same available to the Company, in each such case provided that (a) it is
done pursuant to an existing agreement which in each case is in place with the Investment Manager or
such Investment Manager Affiliate at the date of the Investment Manager Agreement, or (b) such work
relates to real estate properties which are subject to such an existing agreement.
In addition, the Investment Manager will be free to close during 2014 up to two portfolio transactions
currently under negotiation involving retail assets, each amounting to between €80 million and €170
million;

(ii)

to any acquisition or investment (directly or indirectly) by the Investment Manager or an Investment
Manager Affiliate of or in assets or properties which are adjacent to assets or properties currently held
by the Investment Manager or an Investment Manager Affiliate or which are acquired, pursuant to an
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Exception, by the Investment Manager or an Investment Manager Affiliate following the date of the
Investment Manager Agreement in accordance with its terms (such as extensions to assets already
within those entities’ existing portfolios or properties adjacent to existing or permitted new properties
held by the Investment Manager or an Investment Manager Affiliate);
(iii)

following the passage of a resolution of the Company’s general shareholders’ meeting to discontinue
the investment strategy of the Company, cease the business and operations of the Company, or sell,
liquidate or otherwise dispose of all or substantially all of the assets of the Company;

(iv)

following the service by the Investment Manager of notice of termination of the Investment Manager
Agreement due to a winding up event, an insolvency or court protection event or other similar event
affecting the Company or an unremedied breach by the Company of a material term thereof; or

(v)

to the activities of or investments made by Gentalia. This notwithstanding, Grupo Lar shall, to the
extent legally permitted, exercise its voting rights within the corporate bodies of Gentalia to prevent
Gentalia from entering into transactions which fall under the exclusivity commitment assumed by
Grupo Lar as Investment Manager.

Co-investment in Residential Property
The Company will not have exclusivity on any investment in Residential Property made or to be made by the
Investment Manager or the Investment Manager Affiliates in or outside of Spain. However, pursuant to the Investment
Manager Agreement, the Investment Manager has committed to offer to the Company at least a 20% stake of the overall
investment in each Relevant Residential Opportunity it (or any of the Investment Manager Affiliates) may plan to carry
out. If the stake available to the Investment Manager (and any of the Investment Manager Affiliates (as the case may be))
in a Relevant Residential Opportunity is less than 20% of the overall investment to be made in such Relevant Residential
Opportunity, the Investment Manager has undertaken not to participate in such investment opportunity (and shall procure
the same of the Investment Manager Affiliates) and the Investment Manager shall be under no obligation to offer a stake
in such investment opportunity to the Company.
The Company shall not be entitled to elect less than a 20% stake of the overall investment in each Relevant
Residential Opportunity offered by the Investment Manager unless the Company and the Investment Manager agree
otherwise on a case by case basis.
The Investment Manager must, before proceeding to effect the investment that is the subject of a Relevant
Residential Opportunity, present such Relevant Residential Opportunity to the Company by notice in writing to the
Corporate Manager for consideration as a possible co-investment.
If the Company elects to co-invest, its Corporate Manager shall notify the Investment Manager of this as soon as
reasonably practicable, and, in any event, within ten Madrid business days of service of notice to the Company by the
Investment Manager.
If the Company gives notice to the Investment Manager that it does not intend to proceed with the co-investment, or
if it does not serve notice within the prescribed period, the Investment Manager shall be free to carry out the Relevant
Residential Opportunity without the Company.
If the Company decides to co-invest with the Investment Manager, such decision
(i)

will have to be immediately notified by the Investment Manager to the Corporate Manager of the
Company if the amount invested by the Company is below €10 million. The Corporate Manager of the
Company will report to the secretary of the Board of Directors, on a monthly basis, on any coinvestments carried out by the Company with the Investment Manager in Residential Property. Such
co-investments will be subject to review and analysis by the Board of Directors in its first meeting to
be held after the date of their reporting to the Board’s secretary; and

(ii)

will constitute a Reserved Matter if the amount to be invested by the Company is above €10 million.

Commitment by members of Management Team
Pursuant to the respective commitment letters entered into by the members of the Management Team in accordance
with the Investment Manager Agreement, if any member of the Management Team identifies an investment opportunity
which fits within the Investment Strategy of the Company (each such opportunity, a “Management Team Investment
Opportunity”) in which such member of the Management Team or a person that is controlled by such member of the
Management Team (excluding the Investment Manager or any Investment Manager Affiliate which is a corporation) (a
“Controlled Person”), whether directly or indirectly, intends to participate, such member of the Management Team shall,
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before proceeding to effect such participation or the acquisition of the property which is the subject of that Management
Team Investment Opportunity, give notice in writing of such opportunity to the Corporate Manager of the Company and
offer the Company (a) at least a 20% share of the total stake available to such member of the Management Team or the
Controlled Person (as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a
Residential Property, or (b) the full stake available to such member of the Management Team or the Controlled Person
(as the case may be) in the Management Team Investment Opportunity if such opportunity relates to a Commercial
Property. These commitments shall end on the earlier of: (a) the date of termination of the Investment Manager
Agreement; (b) with respect to a particular member of the Management Team, the date on which the relevant member of
the Management Team ceases to be a member of the Management Team; and (c) the date on which a resolution is passed
to cease the business and operations of the Company.
These commitments, which are similar to the ones assumed by the members of the Management Team with respect
to Grupo Lar, shall not apply:
(i)

to any investment carried out by one or more members of the Management Team on its or their own
behalf provided that each such investment does not exceed €2 million (per member of the Management
Team and on an aggregate basis during the term of the Investment Manager Agreement) and that it is
notified to the Board of Directors of the Company following its undertaking;

(ii)

to any investment carried out by one or more members of the Management Team in Commercial
Property for its or their own occupation if such investment is expressly waived by the Board of
Directors of the Company;

(iii)

to any dealing by one or more members of the Management Team in respect of any property or
property-related asset owned or managed, totally or partially, by him or them as of the date of the
Investment Manager Agreement; and

(iv)

to any acquisition or investment (directly or indirectly) carried out by one or more members of the
Management Team in assets or properties which are adjacent to assets or properties currently owned by
one or more members of the Management Team or which are acquired pursuant to the exception set
forth in (i) or (ii) above by one or more members of the Management Team following the date of the
Investment Manager Agreement in accordance with its terms and the terms of the relevant commitment
letter.

If the Company elects, acting in good faith, to participate in any Management Team Investment Opportunity, its
Corporate Manager shall notify such decision to the relevant member of the Management Team as soon as reasonably
practicable, and, in any event, within 10 Madrid business days after the Company’s receipt of notice of the Management
Team Investment Opportunity from the relevant member of the Management Team.
If the Company notifies to the relevant member of the Management Team that it does not intend to participate in an
Management Team Investment Opportunity, or if the Company does not notify its decision to the relevant member of the
Management Team within the period stated above, the relevant member of the Management Team may proceed to
participate in the Management Team Investment Opportunity without any participation from the Company.
Conflicts of interest
Pursuant to the Investment Manager Agreement, the Investment Manager shall not (and shall procure that no
Investment Manager Affiliate shall), during the term of the agreement (i) sell, transfer or lease assets or properties to the
Company or (ii) launch or invest in a property investment/real estate listed or unlisted fund or a property investment/real
estate investment trust carrying on business in Spain to invest in Commercial Property.
In addition, the Company shall not, during the term of the Investment Manager Agreement, sell, transfer or lease
assets or properties to the Investment Manager, unless approved by the Company’s Board of Directors.
The Investment Manager shall disclose in writing to the Company any actual or potential conflicts of interests which
it and/or any of the Investment Manager Affiliates have or may have from time to time, subject to any obligations of
confidentiality to which the Investment Manager is contractually bound.
Management fees
According to the Investment Manager Agreement, the Investment Manager will be entitled to receive a Base Fee and
a Performance Fee during the term of the Investment Manager Agreement (with respect to the latter, to the extent it
becomes payable in accordance with the terms of the Investment Manager Agreement). The Investment Manager will
also be entitled to additional fees to be agreed with the Company in respect of the provision of any additional agreed
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services. To the extent such services are provided in respect of assets jointly owned by the Company and others, the
Company shall only be responsible for the payment of its pro rata share of the resulting fees. Fees that fall due and
payable to the Investment Manager are not subject to reduction or clawback due to any subsequent decrease that may
occur in the EPRA NAV of the Company.
Payment of the Performance Fee is dependent on performance exceeding an annual hurdle and it is also subject to an
annual high-water mark, each as described in greater detail below.
Base Fee and expenses
The Base Fee will be paid to the Investment Manager monthly in arrears in cash in consideration for the provision of
Services in the manner provided for in the Investment Manager Agreement. The Base Fee in respect of each month will
be calculated by reference to 1.25% per annum of the EPRA NAV (excluding net cash (cash minus debt)) as of the prior
December 31. The Base Fee will amount to a minimum of €2 million per annum, excluding VAT and costs, until the first
date on which 50% or more of the Issue’s proceeds (net of costs and expenses incurred by the Company in respect of the
Issue) has been invested by the Company in properties. The EPRA NAV as of 31 December 2013 shall be deemed to be
the Net Proceeds of the Issue.
The Base Fee (together with any applicable VAT and other costs) is payable by the Company to the Investment
Manager in arrears within ten Madrid business days following receipt by the Company from the Investment Manager of
the relevant supporting valuation documentation.
Other than as otherwise agreed in writing from time to time, and notwithstanding any other provision of the
Investment Manager Agreement, the Base Fee shall be deemed to include (and therefore such fees, costs and expenses
will not be paid separately by the Company) the (i) out of pocket day-to-day expenses of the Investment Manager, (ii) the
fees and expenses of certain third parties appointed by the Investment Manager to carry out any of the Investment
Manager’s Services, and (iii) any fees, costs or expenses incurred by the Investment Manager when it or an Investment
Manager Affiliate is itself performing the Services.
If, in connection with any co-investment undertaken by the Company under the terms of the Investment Manager
Agreement, the Investment Manager receives any base fee or property management fees (for asset or portfolio
management services) which are separate from the fees due under the Investment Manager Agreement, the Investment
Manager undertakes to grant the Company with a credit right equal to the Company’s pro rata share (based on the
Company’s stake in the relevant co-investment) of the amount of any such fees received by the Investment Manager in
connection with any such co-investment and, accordingly, the Company shall be entitled to set off against the Base Fee
payable in accordance with the Investment Management Agreement an amount equal to such credit right.
The Base Fee shall not be deemed to include (and therefore such expenses will be paid separately by the Company)
any costs to be borne by the Company such as the Company Costs (as defined herein) reasonably and properly incurred.
All development related expenses incurred including capital expenditures and any costs associated with them need to
be billed at cost.
Any and all expenses related to the Company’s officers and employees hired upon the proposal of the Investment
Manager will be deducted from the Base Fee.
Performance Fee
The Performance Fee has been designed to incentivise and reward the Investment Manager for generating returns to
the shareholders of the Company. The return to shareholders for a given year is equivalent to the sum of (a) the change in
the EPRA NAV of the Company during such year less the net proceeds of any issues of Ordinary Shares during such
year; and (b) the total dividends (or any other form of remuneration or distribution to the shareholders) that are paid in
such year (the result of the addition of (a) and (b), the “Shareholder Return”). The “Shareholder Return Rate” is the
Shareholder Return for a given year divided by the EPRA NAV of the Company as of 31 December of the immediately
preceding year. The EPRA NAV as of 31 December 2013 shall be deemed to be the Net Proceeds of the Issue (the
“Initial EPRA NAV”).
The “Relevant High Water Mark” at any time is the higher of (i) the Initial EPRA NAV, and (ii) the EPRA NAV on
31 December (adjusted to include total dividends paid during that year and exclude the net proceeds of any issuance of
Ordinary Shares during that year) of the most recent year in respect of which a Performance Fee was payable.
The Performance Fee is due in respect of a given year if both of two key hurdles are met:
(a)
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the Shareholder Return Rate for such year exceeds 10% (the amount in euro by which the Shareholder
Return for the year exceeds the Shareholder Return that would have produced a 10% Shareholder Return
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Rate being the “Shareholder Return Outperformance” and the extent of the Shareholder Return Rate above
10% being “Shareholder Return Outperformance Rate”); and
(b)

the sum of (A) the EPRA NAV of the Company on 31 December of such year and (B) the total dividends
(or any other form of remuneration or distribution to the shareholders) that are paid in such year or in any
preceding year since the most recent year in respect of which a Performance Fee was payable exceeds the
Relevant High Water Mark (the amount by which such sum exceeds the Relevant High Water Mark being
the “High Water Mark Outperformance”).

If the above hurdles are met, the Performance Fee in respect of such year will be a “promote” equal to the lesser of
(x) 20% of the Shareholder Return Outperformance and (y) 20% of the High Water Mark Outperformance (the
“Promote”).
Furthermore, in respect of a year in which the Performance Fee is payable and is based on Shareholder Return
Outperformance, the Performance Fee will also include a “promote equalization” feature (the “Promote Equalization”),
once a Shareholder Return Rate of 12% has been achieved, and it will apply only until a Shareholder Return Rate of 22%
is achieved. The Promote Equalization feature entitles the Investment Manager to receive an additional 20% of the
portion of Shareholder Return Outperformance that reflects a Shareholder Return Rate of between 12% and 22%. Above
22% only the Promote will continue to apply. The Promote Equalization is intended to allow the Investment Manager to
earn fees up to a maximum equivalent to 20% on the first 10% of the Shareholder Return for such year, which would not
otherwise be payable.
Set out below are four examples. 4 Examples (b), (c) and (d) assume that the hurdles to pay the Performance Fee are
met and that the Performance Fees in respect of the relevant years are based on Shareholder Return Outperformance and
so the Promote Equalization could apply (the Promote Equalization does not apply to years in respect of which the
Performance Fee is based on High Water Mark Outperformance).
(a)

If the Shareholder Return Rate for a given year were 10%, the Shareholder Return Outperformance Rate
would be 0% and the Investment Manager would receive no Promote or Promote Equalization in respect of
that year.

(b)

If the Shareholder Return Rate for a given year were 12%, the Shareholder Return Outperformance Rate
would be 2% and the Investment Manager would receive a Promote equal to 20% of the portion of the
Shareholder Return Outperformance representing a Shareholder Return Outperformance Rate of 2% (being
the excess of 12% above 10%). In this case no Promote Equalization would apply. In total, the Investment
Manager would receive (20% x 2%) = 0.4% of the EPRA NAV as of 31 December of the previous year.

(c)

If the Shareholder Return Rate for a given year were 15%, the Shareholder Return Outperformance Rate
would be 5% and the Investment Manager would receive (i) a Promote equal to 20% of the portion of the
Shareholder Return Outperformance representing a Shareholder Return Outperformance Rate of 5% (being
the excess of 15% above 10%), plus (ii) a Promote Equalization equal to 20% of the Shareholder Return
Outperformance representing a Shareholder Return Outperformance Rate of 3% (being the excess of 15%
above 12%). In total, the Investment Manager would receive (20% x 5%) + (20% x 3%) = 1% + 0.6% =
1.6% of the EPRA NAV as of 31 December of the previous year.

(d)

If the Shareholder Return Rate for a given year were 25%, the Shareholder Outperformance Rate would be
15% and the Investment Manager would receive (i) a Promote equal to 20% of the portion of Shareholder
Return Outperformance representing a Shareholder Return Outperformance Rate of 15% (being the excess
of 25% above 10%), plus (ii) a Promote Equalization equal to 20% of the Shareholder Return
Outperformance representing a Shareholder Return Outperformance Rate of 10% (being the excess of 22%
above 12%). In this example, the maximum Promote Equalization is reached at a Shareholder Return
Outperformance Rate of 22% and the Promote Equalization ceases to apply to the portion of Shareholder
Return Outperformance representing a Shareholder Return Outperformance Rate above 22% (above that
level only the Promote will continue to apply). The Promote Equalization component is calculated on a
yearly basis and does not allow for equalization of previous years’ returns. In total, the Investment Manager
would receive (20% x 15%) + (20% x 10%) = 3% + 2% = 5% of the EPRA NAV as of 31 December of the
previous year.

4

These are examples only and not Shareholder Return forecasts. There can be no assurance that the Shareholder
Returns referred to in the examples can or will be met and they should not be seen as an indication of the Company’s
expected or actual results or returns. Accordingly investors should not place any reliance on these examples in deciding
whether to invest in the Ordinary Shares. In addition, prior to making any investment decision, prospective investors
should carefully consider the risk factors described in Part II (Risk Factors) of the Prospectus.
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The Performance Fee will be calculated annually as of 31 December of each fiscal year, expressed in euros. There is
no maximum Performance Fee under the Investment Manager Agreement.
After delivery of a proposal from the Investment Manager setting out the Investment Manager’s statement of the
Performance Fee, the Company may agree with it, in which case the Investment Manager will issue an invoice within 10
Madrid business days and the Performance Fee shall become due and payable 20 Madrid business days after the date of
the invoice. Alternatively, the Company may dispute the proposed amount by giving notice in writing to the Investment
Manager within 10 Madrid business days of receiving it. If the Company disputes such proposal, the parties shall
negotiate in good faith to resolve the dispute, provided that if the parties do not reach agreement on the items in dispute
within five Madrid business days of the Company having disputed it (or such longer period as they may agree in writing),
the Performance Fee payable shall be determined by an independent expert by reference to the audited accounts of the
Company and the valuation made by a RICS accredited appraiser in respect of the relevant year, following the approval
by the Board of Directors of such accounts and the delivery by the auditors of an unqualified audit opinion in respect of
such accounts.
The Investment Manager will invoice the aforesaid amount, as amended, if applicable, to reflect the agreement
between the parties or the determination of the independent expert (as the case may be), and such invoice shall constitute
a statement of the Performance Fee payable to the Investment Manager in respect of the relevant year and it shall become
due and payable by the Company to the Investment Manager on the fifth Madrid business day following such agreement
or determination.
If following the approval by the Board of Directors of the accounts of the Company and receipt of an unqualified
audit opinion in respect of such accounts, the Company or the Investment Manager is reasonably of the opinion that the
Base Fee and/or the Performance Fee (if any) already payable to the Investment Manager in respect of the relevant year
are greater than, or less than, the amount that should have been paid having regard to the audited accounts of the
Company, the parties shall negotiate in good faith to resolve the dispute, provided that if the parties do not reach
agreement, any adjustment shall be determined by an independent expert by reference to the audited accounts of the
Company and the valuation made by a RICS accredited appraiser in respect of the relevant year. Following the agreement
or determination of any adjustment, the Investment Manager shall: (i) where the adjustment relates to an overpayment of
fees, pay or otherwise refund that sum to the Company within 20 Madrid business days (in Ordinary Shares if
applicable); or (ii) where the adjustment relates to an underpayment of fees, deliver to the Company an invoice setting
out the adjustment amount payable by the Company to the Investment Manager and such amount shall be deemed and be
treated as a Performance Fee which fell due as of the date it should have been paid at originally (and the Average Closing
Price in these circumstances for calculating the number of Performance Fee Shares to be allotted and issued shall be
determined by reference to the date of the original invoice in respect of that Performance Fee; for these purposes,
“Average Closing Price” is the average closing price on the Spanish Stock Exchanges in respect of Ordinary Shares of
the Company over the period of twenty Madrid business days immediately prior to the business day immediately
preceding the date of a relevant invoice from the Investment Manager setting out its statement of the Performance Fee
that is payable in respect of a relevant period).
VAT due to the Investment Manager under the Performance Fee will be paid in cash.
The Investment Manager shall use the Performance Fee due to it (after deduction of corporate income tax and any
other taxes applicable thereto) to subscribe for Performance Fee Shares (or, at the Company’s choice, to acquire them
from the Company), subject to certain limited exceptions described further below. Any such payment will not be
considered net proceeds of any issues of Ordinary Shares for purposes of calculating Shareholder Return. The
Company’s liability to pay the Performance Fee in respect of any year shall be satisfied by the release by the Investment
Manager of the sum due to it as that Performance Fee in consideration for the allotment and issue by the Company to the
Investment Manager of such number of Performance Fee Shares, rounded down to the nearest whole number, as is
determined by dividing the relevant Performance Fee by the Average Closing Price for the applicable period relating to
that issue of Performance Fee Shares (such Average Closing Price being determined by reference to the period of twenty
Madrid business days immediately prior to the business day immediately preceding the date of the invoice from the
Investment Manager in respect of such Performance Fee). The Company may opt to recognize the accrued Performance
Fee as a credit to be capitalised and therefore satisfied in Performance Fee Shares issued as a result of such capitalisation.
The Performance Fee Shares to be issued or sold to the Investment Manager shall be issued or sold on the date on
which the Performance Fee becomes due and payable and shall be subject to a lock-up period of three years, during
which time there shall be no disposal of the Performance Fee Shares by the Investment Manager, except that such lockup shall not apply: (i) to a disposal of Performance Fee Shares effected to fund the payment or discharge by the
Investment Manager of any liability to tax arising in connection with its receipt or acquisition of Performance Fee Shares
and/or other Performance Fee Shares issued to the Investment Manager as part of the discharge of the Performance Fee;
(ii) to a disposal of Performance Fee Shares in connection with a takeover or sale of the Company that is recommended
by the Board of Directors or if the Investment Manager is required by law to dispose of such Performance Fee Shares; or
(iii) following the termination of the Investment Manager Agreement by the Company (save in the case when the
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Company has elected to terminate by reason of a material breach by the Investment Manager of a term of the Investment
Manager Agreement), or due to a Company’s material breach or insolvency event or due to other termination events
which are not under the Investment Manager’s sole control.
Any distributions or dividends attributable to Performance Fee Shares held by the Investment Manager declared and
paid during the lock-up period shall be paid to and for the benefit of the Investment Manager.
If the Company determines (acting reasonably and having due regard to any reasonable representations made by the
Investment Manager) that issuing any or all of the Performance Fee Shares to the Investment Manager on any relevant
date is materially prejudicial for the Company for any reason (including as a result of any applicable law which prevents
the issue of Ordinary Shares on that date or if the issue of Ordinary Shares to the Investment Manager would result in (i)
the Investment Manager being required to make a mandatory offer to the Company’s shareholders pursuant to the
applicable Spanish takeover rules or other applicable law, or (ii) the Company or the Investment Manager breaching the
applicable Spanish takeover rules, or (iii) the Investment Manager becoming beneficially entitled to or controlling,
directly or indirectly, at least 10% of the share capital or voting rights in the Company (despite the Investment Manager
having used reasonable endeavours to dispose of sufficient Performance Fee Shares, where permitted by law, to avoid
this occurring), or (iv) the Company breaching any applicable listing rules), then the Company shall instead pay the
Performance Fee to the Investment Manager in cash. Such cash will not be subject to any lock-up arrangement and will
not be subject to any re-investment obligation in the Company’s shares.
If any change in the Company’s share capital arising from reorganisation, restructuring, scheme of reconstruction or
arrangement, consolidation, subdivision, bonus issue, share buy-back or other capital reorganization or restructuring (a
“Capital Restructuring”) occurs during any year which the Company or the Investment Manager believes (acting
reasonably) will change the calculation or the amount of the Performance Fee (if any) payable in respect of that or any
subsequent year having regard to the terms of the Investment Manager Agreement and (to the extent it is applicable) the
basis of calculation of the Performance Fee, the Company and the Investment Manager shall negotiate in good faith to
agree an appropriate adjustment to the calculation of the Performance Fee payable in respect of that or any subsequent
year. If a dispute or difference arises between the Company and the Investment Manager in relation to the effect (if any)
of a Capital Restructuring on any calculation of the Performance Fee and/or in relation to what adjustment (if any) is
appropriate, which they cannot resolve by mutual agreement within two months of the matter first being notified by one
party to the other in writing, the matter shall be referred to an independent expert for determination.
Delegation
Pursuant to the Investment Manager Agreement, the Investment Manager shall be entitled, without prejudice to its
liability for delivery of the Services under the Investment Manager Agreement, to delegate the performance of some of
the Services to be delivered and provided by it thereunder to any person provided that the Investment Manager has
exercised and continues to exercise reasonable care and due diligence in relation to the selection, appointment and ongoing monitoring of the delegatee. The cost of any such delegation by the Investment Manager shall be for the account of
the Investment Manager unless otherwise provided for in the Investment Manager Agreement or as agreed in writing
with the Company. Each such delegatee may act as an authorized agent of the Company on the same terms as the
Investment Manager’s agency appointment. For the avoidance of doubt, the Investment Manager shall be responsible for
the acts and omissions of such delegatee as if they were its own.
Where the Business Plan in respect of any property envisages the carrying out of works or the taking of other steps
which will involve the appointment of professionals, contractors or other third parties (but not for the purpose of
delegating to those parties day-to-day Services which would otherwise be carried out by the Investment Manager) then
the Investment Manager will on behalf of the Company appoint such parties and the Company will be responsible (either
directly or indirectly) for the properly incurred and documented reasonable costs, fees and expenses of such parties.
If at any time, the Company is not satisfied with the Services provided by any delegatee of the Investment Manager
appointed, the Board of Directors of the Company may at any time, upon reasonable notice to the Investment Manager,
withdraw its approval in respect of such delegation and the Investment Manager shall forthwith terminate the relevant
delegation arrangement in accordance with its terms, always in accordance with the termination conditions of the relevant
contract.
The Investment Manager shall ensure that no person appointed commences performance of its obligations or
becomes entitled to payment of any fees until such person has furnished to the Investment Manager appropriate
documents regarding insurance which are consistent with the Investment Manager’s customary practices.
Company’s Obligations
Pursuant to the Investment Manager Agreement, the Company shall:
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(i)

respond as soon as reasonably practicable to any reasonable request by the Investment Manager to approve
the form of, and sign, any documents in respect of the provision of the Services (including in respect of a
transaction or proposed transaction provided that the relevant transaction is not a Reserved Matter or has
been approved by the Company in principle or specifically in the Business Plan or otherwise);

(ii)

in the case of a transaction or proposed transaction that is a Reserved Matter or has not been approved by
the Company in principle (or specifically in the Business Plan or otherwise), give due and reasonable
consideration to and respond as soon as reasonably practicable to proposals from the Investment Manager
in respect thereof upon receipt of all information reasonably requested from the Investment Manager;

(iii)

supply, or procure the supply, to the Investment Manager on request of all such reasonable information as
shall be within the possession of the Company and which is necessary for the performance of the
Investment Manager’s obligations under the Investment Manager Agreement;

(iv)

ensure that the members of the Board of Directors are reasonably available to discuss matters with the
Investment Manager, and facilitate the performance by the Investment Manager of its duties under the
Investment Manager Agreement;

(v)

upon reasonable advance notice from the Investment Manager, convene a meeting of the Board of Directors
(or a duly appointed committee thereof) to consider any issues which the Investment Manager may, acting
reasonably, wish to raise with the Board of Directors from time to time;

(vi)

provide all reasonably necessary co-operation and assistance to the Investment Manager to allow the
performance by the Investment Manager of its obligations under the Investment Manager Agreement;

(vii)

give due consideration to (but without for the avoidance of doubt being obliged to follow) all
recommendations made, and advice given by, the Investment Manager relating to the conduct of
transactions and potential transactions and the performance of the Services and respond to such
recommendations as soon as reasonably practicable having regard to all the circumstances;

(viii)

(until the Investment Manager Agreement is lawfully terminated by the Company or the Investment
Manager) grant a non-exclusive licence to the Investment Manager and all others engaged in respect of the
Services and the management of the Company’s properties (and all those authorised by them) to enter upon
said properties in order to carry out the Services and to manage them; and

(ix)

(upon prior written approval) permit the Investment Manager to refer to its involvement in the Company’s
properties for its own publicity purposes, provided that such publicity does not have an adverse effect on
them.

Business Plan
Pursuant to the Investment Manager Agreement, the strategy for the provision of the Services and the management
of the Company’s properties will derive from a combination of the Company’s business plan (the “Business Plan”)
considered and approved in writing by the Board of Directors and from approvals in writing given by the Board of
Directors where required.
Initial Business Plan
The Investment Manager will promptly prepare and furnish to the Board of Directors a draft Business Plan covering
an annual period beginning on the commencement of the business of the Company. The Board of Directors will as soon
as reasonably practicable consider the terms of the draft Business Plan and engage with the Investment Manager to agree
the terms of that draft Business Plan. The Business Plan shall include an annual budget in respect of professional fees
likely to be incurred by the Investment Manager in respect of the Company’s properties and/or the Company and,
provided that the budget is not likely to be materially exceeded by the Investment Manager in the period to which the
Business Plan relates, the appointment of such professionals shall not otherwise require the approval and/or consent of
the Company pursuant to the terms of the Investment Manager Agreement.
Preparation of Subsequent Business Plans
No later than 45 days preceding the end of the period to which a Business Plan relates, the Investment Manager shall
produce and submit to the Board of Directors a draft Business Plan for the following year in respect of the Company for
the Board’s consideration, comment and approval, discuss the draft Business Plan with the Company and incorporate
such changes and alterations as the Board of Directors shall require (acting reasonably).
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Once any draft Business Plan prepared or revised by the Investment Manager is in a form acceptable to, and
approved in writing by, the Board of Directors it shall become the Business Plan for the year in question.
Updating the Business Plan
The Investment Manager may from time to time, as and when it considers necessary, advise the Board of Directors
of any proposals that it may wish to make for amending the Business Plan and discuss the proposals with the Board of
Directors with a view to incorporating the proposals within the Business Plan. These proposals may include significant
steps such as selling the Company’s properties, redevelopment, significant changes of user and/or financing proposals.
For the avoidance of doubt, however, discretion and the final decision as to whether to accept these recommendations or
advice shall always remain with the Board of Directors.
In addition, upon request by the Company, the Investment Manager shall update the Business Plan at any time as a
result of any event or circumstance that might have a material effect on the Company.
Discontinuation
If the shareholders of the Company pass a resolution at or following the fifth anniversary of the Investment Manager
Agreement requiring the Board of Directors and/or the Company to discontinue the investment strategy for the Company
described in this Prospectus and any amendments thereto published in accordance with the applicable Spanish securities
market regulations, the Investment Manager shall, at the request of the Board, assist the Company’s financial advisers to
carry out a strategic review to consider alternative options for the Company (including, without limitation, a sale or
merger of the business or liquidation of the Company’s assets and return of capital) in order to deliver value and liquidity
to the Company’s shareholders.
Reporting and Record Keeping Obligations of the Investment Manager
Accounts and Reports
Pursuant to the Investment Manager Agreement, the Investment Manager shall prepare and deliver to the Company a
report within 90 Madrid business days of the end of each quarter ending on 31 March, 30 June, 30 September or 31
December (each of them, a “Quarter”), or such other period as may be agreed in writing by the Company and the
Investment Manager, containing the following information for the immediately preceding Quarter: (a) financial
information: balance sheet, profit and loss account, sources and uses of funds and cash flow analysis; (b) Business Plan
follow up: level of fulfilment on key metrics and forecast and potential adjustments based on up to date real data; (c)
commercial highlights: leasing activity, focusing on main leases signed, cancelled, or negotiations in place; capital
expenditure, focusing on main investments and forecasted capital expenditure; and summary of evolution of each asset
(improving conditions, traffic, etc.); (d) investments: forecasted investments/divestitures, state of on-going negotiations;
(e) financing activities: update forecast and special focus on key metrics such as loan-to-value ratio, debt coverage ratio,
interest coverage ratio, main covenants, etc.; and (f) legal issues that relate to the portfolio, including any material
litigation in respect of any significant property.
The report prepared following the December Quarter shall also contain the annual business plan in respect of each of
the Company’s properties, and the proposed annual budget.
The Investment Manager shall, prior to the commencement of each accounting period, present an annual operating
budget to the Company for the expected costs of operating the Company for approval in writing by the Board of
Directors. As soon as reasonably practicable following each Quarter, the Investment Manager shall deliver to the
Company a report on actual operating expenditure against the approved operating expenditure budget with updated
operating costs projections for the remainder of the accounting period. Actual and potential cost overruns against budget
shall be explained by the Investment Manager.
The Investment Manager shall additionally provide to the Company all such reports and information in relation to
the Company’s business and/or the Company which the Company may reasonably require including, without limitation
(i) information required in connection to compliance with the applicable Spanish securities market regulations, including
periodical reports and significant information announcements (Hechos Relevantes) to be filed with the CNMV, and (ii)
reports and information to be provided to shareholders of the Company.
Consultation and Quarterly Meetings
The Investment Manager and the Company will consult each other at regular intervals (at mutually convenient times
and periods) to consider whether any other information should be prepared and delivered to the Company.
The Investment Manager shall be available to meet with the Company (if requested) on a quarterly basis or at such
other times required by the Board of Directors in order to comply with its obligations to review the reports referred to
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under “Reports and Accounts” above and to discuss any issues arising from them and to review performance against the
Business Plan and to consider whether it is necessary to amend the Business Plan in light of such performance.
Record Keeping
The Investment Manager shall, in respect of each of the Company’s properties:
(i)

in conjunction with the managing agents (if any) prepare, maintain and keep up to date, in accordance with
good estate management practice:
(a)

estate management records including: (1) books and records of all transactions and other business
activities and operations conducted by the Investment Managers pursuant to the terms of the
Investment Manager Agreement; (2) evidence of compliance of the real estate property with any
applicable laws; (3) copies of all insurance contracts (or cover notes if the insurance contracts are
not available), endorsements and receipts for premiums; and (4) copies of all relevant VAT records
and in particular (but not limited to) rent demands in the form of VAT invoices for the Company
and VAT invoices from third parties; and

(b)

a schedule of all critical dates (including renewal dates) in respect of the leases.

(ii)

act upon, or have a managing agent act on its behalf upon, such notices as it shall receive in relation to the
Company’s properties, including notices relating to the fire certificates, maintenance contracts, planning
consents, building regulation approvals and such other notices as it shall receive from any tenant or
occupier under any lease or from any third party; and

(iii)

to the extent not maintained by the managing agent (if any), maintain or procure the maintenance of all
accounting records in accordance with generally accepted accounting principles in Spain (or other
jurisdiction, if relevant).

Records
All registers, records, accounts or contracts relating to the Investment Manager’s asset management of the
Company’s properties together with all supporting invoices, correspondence and documentation will, unless otherwise
directed by the Company, be kept safely in the Investment Manager’s office (or at the offices of the lawyers appointed on
behalf of the Company) and will (or relevant extracts will) be available at all times upon giving reasonable notice to the
Investment Manager by the Company for inspection, audit and copying by the Company (which the Company shall be
entitled to do at any time and from time to time).
Term of the Investment Manager Agreement and Termination
The Investment Manager Agreement is subject to an initial term of five years from Admission and, with effect from
the expiry of the five-year period, it shall continue thereafter for consecutive three-year renewal periods until terminated
by either party giving not less than six months’ prior notice in writing by 30 June of the relevant year to the other party
terminating the agreement.
The Investment Manager Agreement shall terminate automatically on the earliest of:
(i)

the date of completion of a sale by the Company of its interests in all of its properties following the
passage of a resolution of the Company’s general shareholders’ meeting to cease the business and
operations of the Company;

(ii)

the introduction of or change in any law which has the effect of making unlawful or materially
preventing the provision by the Investment Manager of the services under the Investment Manager
Agreement to the Company;

(iii)

the date on which the Investment Manager fails or ceases to have all required regulatory authorisations,
licences and/or approvals, provided that the Investment Manager has agreed to use all reasonable
endeavours to be authorised as an Alternative Investment Fund Manager pursuant to the AIFMD and,
notwithstanding any other provision in the Investment Manager Agreement, all costs and expenses
incurred in connection with the Investment Manager seeking such authorisation shall be for the account
of the Investment Manager;

(iv)

the Company’s Ordinary Shares not being admitted to trading on the Spanish Stock Exchanges on or
prior to 31 March 2014; and
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(v)

such other date as may be agreed in writing between any of the parties.

Additionally, a party thereto may terminate the Investment Manager Agreement at any time upon notice in writing to
the other party if (a) the other party is wound-up or suffers a winding up event, an insolvency or court protection event;
or (b) the other party is in breach of a material term hereof (including non-payment of fees due to the Investment
Manager, in which case the Investment Manager shall be entitled not only to terminate the Investment Manager
Agreement, but also to receive from the Company (i) a compensation for losses and damages (daños y perjuicios)
incurred, (ii) in the case where it is agreed or determined that cash amounts are due and payable to the Investment
Manager, the payment of default interest equivalent to 2% monthly accruing on a daily basis calculated on any such cash
amount due to the Investment Manager under the Investment Manager Agreement, provided that no such default interest
shall arise in the case where the Company has cash settled the amount so agreed or determined within the three month
period commencing on the date that such amounts are determined as due provided further that in the case where payment
is made outside of said three month period such default interest shall be payable from the referred due date, and (iii) in
the case where it is agreed or determined that there has been delay in payment of any Performance Fee to the Investment
Manager in breach of the Investment Manager Agreement, the Company shall procure that the Investment Manager is
restored to the position it would have been in had the Performance Fee been paid and the Performance Fee Shares
subscribed for in accordance with the terms of the Investment Manager Agreement in the absence of such delay, and such
breach, if capable of remedy, has not been remedied to the reasonable satisfaction of the non-defaulting party, within 30
days of the defaulting party being notified of such breach.
The parties to the Investment Manager Agreement have expressly agreed that the Investment Manager shall be
entitled to receive pro rata the Performance Fee corresponding to the relevant period of the year during which the
termination of the agreement takes place, if any. Therefore, should the Investment Manager Agreement be terminated,
the Company (and/or the Company’s new investment manager), would be obliged to adhere to practices that allow
calculation of the Performance Fee to be paid to Grupo Lar at the end of the year in which the agreement is terminated.
This would imply conducting a year-end EPRA NAV calculation (which will require a valuation of the Company’s real
estate assets by a RICS certified appraiser) and assessing the Performance Fee calculations assuming that due
performance fees in respect of such period should be equal to those that would have been payable under the agreement
had it not been terminated (and disregarding any management fees payable to any replacement investment manager) and
then determinaning the pro rata allocation of such calculated amount that is due to the Investment Manager in light of the
relevant period during the year in which the termination has taken place. If the parties do not reach an agreement on the
amount of the Performance Fee, they shall negotiate in good faith to resolve the dispute, provided that if the parties do
not reach an agreement on the items in dispute within five Madrid business days (or such longer period as they may agree
in writing), the Performance Fee payable shall be determined by an independent expert by reference to the audited
accounts of the Company and the valuation made by a RICS accredited appraiser in respect of the relevant year,
following the approval by the Board of Directors of such accounts and the delivery by the auditors of an unqualified audit
opinion in respect of such accounts.
Upon termination of the Investment Manager Agreement the Company is required to effect a change of name so as
to exclude the word “Lar” from its name and the Investment Manager is obliged to procure the resignation or removal of
its nominee member(s) of the Board of Directors. During the transition period between any termination of the Investment
Manager Agreement and the appointment of a replacement investment manager, the Investment Manager is required to
co-operate with the Company to ensure the orderly transition to the new investment manager subject to the Investment
Manager being paid the Base Fee during such period.
Indemnities
Investment Manager indemnity
According to the Investment Manager Agreement, the Company shall indemnify the Investment Manager, its
directors, officers and employees against any and all liabilities, and properly incurred costs or expenses (excluding
consequential or indirect loss or damage) incurred by the Investment Manager in the performance of its obligations under
the Investment Manager Agreement or arising from any claim which is made against the Investment Manager in its
capacity as the investment manager of the Company (provided that such liabilities, costs or expenses do not relate to a
matter in respect of which the Investment Manager has not acted in good faith), provided that the Investment Manager
shall not be indemnified to the extent that such liabilities, costs or expenses have arisen as a result of the Investment
Manager acting outside the scope of its authority (other than with the written consent of the Company) under the
Investment Manager Agreement, or as a result of its fraud, negligence, wilful default or breach in the performance of its
obligations under the Investment Manager Agreement.
Company’s indemnity
The Investment Manager Agreement sets forth that the Investment Manager shall indemnify the Company, its
Directors, officers and (if any) employees against any liabilities and properly incurred costs or expenses (excluding
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consequential or indirect loss or damage) arising as a result of the Investment Manager’s negligence, wilful default or
breach by the Investment Manager in the course of its appointment, or in the performance of its obligations, under the
Investment Manager Agreement.
Additionally, the Company is required to notify the Investment Manager of any claim in respect of which the
Investment Manager will be required to indemnify the Company and to keep the Investment Manager advised of all
developments concerning such claim.
The Investment Manager may require the Company to take reasonable steps in the defence of any claim or, if it is
reasonable for it to do so, assign any rights which it may have against a third party, where such rights may be
contractually subrogated or assigned. The Company is also required, to the extent reasonably practicable to do so, to
consult in good faith with the Investment Manager prior to admitting, settling or compromising any claim for which the
Investment Manager is required to indemnify the Company and also to consult in good faith with the Investment
Manager as to the conduct of any proceedings relating to any claim.
If the Company has made a bona fide claim against the Investment Manager in respect of a breach of the terms of the
Investment Manager Agreement and such claim has been settled or resolved in writing or determined in favour of the
Company by a court prior to the settlement of the Investment Manager’s liability (if any) to the Company in respect of
such claim, then in respect any Performance Fee Shares which are issued to the Investment Manager and which remain,
at the date on which the claim is settled or resolved, subject to a lock-up period, that lock-up period shall expire at the
end of the relevant lock-up period or, if later, the date on which the Investment Manager pays to the Company the full
amount of the claim.
The above conduct of claim procedure shall also be applicable, mutatis mutandis, if the Company is to indemnify the
Investment Manager pursuant to the terms described in “Investment Manager indemnity” above.
Insurance
According to the Investment Manager Agreement, the Investment Manager is required to maintain at its own cost
appropriate professional indemnity insurance in an aggregate amount of not less than €35 million covering potential
claims under the Investment Manager Agreement until two years after the date of its termination.
Dispute resolution
If any dispute or difference shall arise between the Investment Manager and the Company in relation to any fees or
certain expenses that may be payable to the Investment Manager under the Investment Manager Agreement, such dispute
or difference may, on written notice given by either party at any time and served on the other, be referred to and be
determined by an independent person who shall have been qualified in respect of the general subject matter of the dispute
or difference for not less than ten years and who shall be a specialist in relation to such subject matter. The independent
expert shall be appointed by agreement between the both parties of the Investment Manager Agreement. If within ten
Madrid business days after service of the notice the parties have been unable to agree, the dispute shall be subject to
governing law and jurisdiction set forth below.
The costs of appointing the independent expert shall be shared between both parties to the dispute in such
proportions as the independent expert shall determine or, in the absence of such determination, equally between the
parties to the agreement.
Governing law and jurisdiction
The Investment Manager Agreement shall be interpreted and observed in its own terms and shall be governed by
Spanish law.
The courts of the city of Madrid (Spain) have exclusive jurisdiction to settle any dispute arising out of or in
connection with the Investment Manager Agreement.
11.2 Placing Agreement
The Placing Agreement will be entered into between the Company the Investment Manager and the Sole Bookrunner
on or around the date of registration of this Prospectus with the CNMV.
Placing
The Sole Bookrunner will agree, subject to certain conditions, to use its reasonable endeavours to procure
subscribers for up to 34,030,000 Placing Shares (on the basis of a €400 million Issue) under the Placing at the Issue
Price.
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Sizing and allocation
All Placing Shares will be issued at the Issue Price. The Sole Bookrunner and the Company will agree, no later than
3 March 2014, the final number of Placing Shares that will constitute the Placing, which will be announced through the
publication of a significant information announcement (Hecho Relevante). The allocations of Ordinary Shares will be
determined by the Sole Bookrunner following consultation and agreement with the Company and the Investment
Manager. The rights attaching to the Issue Shares will be uniform in all respects and will form a single class for all
purposes.
Estimated fees and expenses
In consideration for the services of the Sole Bookrunner in connection with the Placing, and provided the Placing
Agreement becomes wholly unconditional and is not terminated in accordance with its terms, the Company shall pay to
the Sole Bookrunner a placing commission equal to 2.00 per cent. of the total aggregate amount in euros equal to the
Issue Price multiplied by the sum of the Placing Shares and the Anchor Investor Subscription Shares.
The Company will also agree to pay the fees, costs and expenses of the Sole Bookrunner in connection with or
incidental to the Placing and Admission (subject to certain caps), and if Admission does not occur, all such costs and
expenses will be borne by Grupo Lar.
Representations, warranties and indemnity
Under the Placing Agreement, the Company and the Investment Manager will give certain representations and
warranties. The Company and the Investment Manager will give an indemnity to the Sole Bookrunner concerning,
amongst other things, the accuracy of the information contained in this Prospectus. The Investment Manager will give an
indemnity concerning, amongst other things, any untrue statements or omissions, or alleged untrue statements or
omissions, made in the Prospectus.
Lock-ups
Company lock-up
The Company will agree under the Placing Agreement that, without the prior written consent of the Sole
Bookrunner, which consent shall not be unreasonably withheld or delayed, it will not, during the period commencing on
the date on which the Placing Agreement is signed and ending 270 days following Admission, (i) directly or indirectly,
issue, offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell,
grant any option, right or warrant to purchase, lend or otherwise transfer or dispose of any Ordinary Shares or any
securities convertible into or exercisable or exchangeable for Ordinary Shares or file any registration statement under the
US Securities Act with respect to any of the foregoing; or (ii) enter into any swap or any other agreement or any
transaction that transfers, in whole or in part, directly or indirectly, the economic consequence of ownership of the
Ordinary Shares, whether any such swap or transaction described in (i) or (ii) above is to be settled by delivery of
Ordinary Shares or any securities convertible into or exercisable or exchangeable for Ordinary Shares, in cash or
otherwise; provided however, the foregoing restrictions shall not apply to the issue of Ordinary Shares pursuant to the
Issue.
Investment Manager lock-up
The Company and the Investment Manager (which is 83%-owned and effectively controlled by the Pereda Family)
have agreed under the Investment Manager Agreement (with respect only to the Performance Fee Shares) and will agree
under the Placing Agreement (with respect to any Ordinary Shares held by the Investment Manager) that, subject to the
exceptions referred to below, the Investment Manager shall not dispose of any Ordinary Shares prior to the third
anniversary of Admission or, with respect to any Performance Fee Shares, from the third anniversary of the date on
which such Ordinary Shares were delivered to the Investment Manager. The lock-up shall not apply to: (i) a disposal of
Ordinary Shares effected to fund the payment or discharge by the Investment Manager of any liability to tax arising in
connection with its receipt or acquisition of Performance Fee Shares and/or other Performance Fee Shares issued to the
Investment Manager as part of the discharge of the Performance Fee; (ii) a disposal of Ordinary Shares in connection
with a takeover or sale of the Company that is recommended by the Board of Directors of the Company or if the
Investment Manager is required by law to dispose of such Ordinary Shares; or (iii) following the termination of the
Investment Manager Agreement by the Company (save in the case when the Company has elected to terminate by reason
of a material breach by the Investment Manager of a term of the Investment Manager Agreement), or due to a Company’s
material breach or insolvency event or due to other termination events which are not under the Investment Manager’s
sole control.
Subscription and payment of the Placing Shares
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In order to expedite the registration and listing of the Issue Shares, it is expected that the Sole Bookrunner, in its
capacity as prefunding bank, will subscribe and pay for the Placing Shares and the Investment Manager Subscription
Shares on the Subscription Date, acting in the name and on behalf of the final subscribers. Payment for these shares by
the prefunding bank is expected to be made to the Company in the Company’s account and these shares will come into
existence once registered at the Mercantile Registry of Madrid and recorded in book-entry form with Iberclear. These
shares will be delivered to the Sole Bookrunner, acting in the name and on behalf of the final subscribers, following their
registration and receipt of evidence thereof by Iberclear on the Subscription Date. Payment by final investors to the Sole
Bookrunner shall be made no later than the third Madrid business day after the Subscription Date against delivery of the
shares to final subscribers, which is expected to take place on or about 10 March 2014.
Termination of the Placing Agreement
The Sole Bookrunner may terminate the Placing Agreement at any time at or prior to the registration with the
Mercantile Registry of Madrid of the public deed evidencing the capital increase representing the Issue, if there shall
have occurred any of the following: (i) since the time of execution of the Placing Agreement, there has been a Company
Material Adverse Change (as defined below) or an Investment Manager Material Adverse Change (as defined below), the
effect of which change or development is, in the judgment of the Sole Bookrunner, so material and adverse as to make it
impracticable or inadvisable to proceed with the Placing or the delivery of the Placing Shares on the terms and in the
manner contemplated in the Prospectus; (ii) any moratorium on or suspension of commercial banking activities shall
have been declared by competent authorities in the European Union, Spain, the United Kingdom, the United States or the
State of New York, or a material disruption in commercial banking activities, securities settlement, payment or clearance
services in the European Union, Spain, the United Kingdom, the United States or the State of New York; or (iii) there has
occurred: (a) a suspension or material limitation in trading in securities generally on any of the Spanish Stock Exchanges,
the London Stock Exchange or the New York Stock Exchange; (b) any change or any development involving a
prospective change in the national or international financial, political or economic conditions, any financial markets or
any currency exchange rates or controls; (c) an outbreak or escalation of hostilities or acts of terrorism or a declaration of
a national emergency or war or martial law, or (d) any other calamity, crisis or event, if the effect of any such event under
(iii) above, individually or together with any other such event, in the judgment of the Sole Bookrunner, is so material and
adverse as to make it impracticable or inadvisable to proceed with the Placing or the delivery of the Issue Shares on the
terms and in the manner contemplated in the Prospectus.
A “Company Material Adverse Change” means: (a) any material adverse change, or any development reasonably
likely to involve a material adverse change, in the condition (financial, operational, legal or otherwise) or in the earnings,
management, business affairs, solvency or prospects of the Company (including its ability to achieve its investment
objective as set out in the Prospectus), whether or not arising in the ordinary course of business; or (b) any development
reasonably likely to adversely affect the ability of the Company to become, be or remain a SOCIMI. An “Investment
Manager Material Adverse Change” means: (a) any material adverse change, or any development reasonably likely to
involve a material adverse change, in the condition (financial, operational, legal or otherwise) or in the earnings,
management, business affairs, solvency or prospects of the Investment Manager and its subsidiaries considered as a
whole, whether or not arising in the ordinary course of business; (b) any event or circumstance which relates to the
Investment Manager which would permit or otherwise give rise to any right for the Company to terminate the Investment
Manager Agreement (whether or not such right is actually exercised); (c) change in control of the Investment Manager to
a person (or persons acting in concert) who did not at the date of the Placing Agreement exercise control of the
Investment Manager; or (d) a Key Person Event (as defined below). A “Key Person Event” means, in relation to Mr. Luis
Pereda and Mr. Miguel Pereda, an event wherein either: (a) dies or is seriously incapacitated by reason of ill health or
accident; (b) becomes bankrupt, has an interim receiving order made against him, makes any arrangement or compounds
with his creditors generally or applies to the court for an interim order in connection with a voluntary arrangement or
enters into any analogous or similar procedure in any jurisdiction; (c) is charged with, or convicted of, an offence under
any statutory enactment or regulation other than an offence under any road traffic legislation in Spain for which a fine or
non-custodial penalty is imposed; or (d) is subject to any sanction, suspension or disqualification by any regulatory body
under any applicable fitness and probity regime.
In addition, there are certain conditions precedent that must be complied with. Moreover, the Placing Agreement
may be terminated by the Sole Bookrunner if the Anchor Investor Subscription Agreement is terminated, or if the Anchor
Investor fails to pay for any of its Anchor Investor Subscription Shares by 9:00 a.m. Madrid time on the Subscription
Date. Also, the Placing Agreement shall terminate automatically in the event that Admission has not been completed by
31 March 2014. If the Placing Agreement is terminated, the Placing Shares will not be subscribed and paid by the Sole
Bookrunner (in the name and on behalf of the final subscribers). Where the Placing Shares have already been paid by the
Sole Bookrunner or the final subscribers, the principal consequences of the termination of the Placing Agreement are: (i)
the Sole Bookrunner or final subscribers (as applicable) would be obligated to return the shares to the Company (if
delivered), and (ii) the Company would be obligated to return the moneys paid by the Sole Bookrunner or the final
subscribers (as applicable), together with interest accrued from the date on which the Sole Bookrunner or final
subscribers (as applicable) paid for the shares until the date on which the Company repays the Issue Price.
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Governing law and jurisdiction
The Placing Agreement and any non-contractual obligations arising out of or in connection with it shall be governed
by and construed in accordance with English law.
The courts of England are to have exclusive jurisdiction to settle any disputes (including claims for set-off and
counter-claims) in connection with the Placing Agreement.
11.3 Undertaking by Grupo Lar
Grupo Lar has undertaken to subscribe, at the Issue Price, an aggregate of 970,000 Issue Shares, conditional on the
Placing Agreement not having been terminated in accordance with its terms.
11.4 Anchor Investor Subscription Agreement
Pursuant to the Anchor Investor Subscription Agreement, the Anchor Investor has agreed to subscribe for,
conditional upon the Placing Agreement not being terminated in accordance with its terms and certain other conditions
being satisfied (including that the final number of Ordinary Shares to be issued in the Issue is at least 30,000,000 and no
more than 45,000,000), an aggregate of 5,000,000 Issue Shares if the final number of Ordinary Shares to be issued in the
Issue is equal to or higher than 35,000,000, or such amount of Ordinary Shares which would represent 12.5 per cent. of
all the Ordinary Shares to be issued by the Company in the Issue if the final number of Ordinary Shares to be issued in
the Issue is lower than 35,000,000, at the Issue Price on the Subscription Date.
The Anchor Investor Subscription Agreement contains representations and warranties from the Anchor Investor to
the Company. In addition, the terms of the Anchor Investor Subscription Agreement include an undertaking from the
Anchor Investor to the Company pursuant to which the Anchor Investor shall take all steps within its control to ensure
that the Issue Shares and any Ordinary Shares subscribed by it shall be held by such number of entities of the Anchor
Investor Group such that neither the Anchor Investor nor any single entity of the Anchor Investor Group shall at any time
become a Substantial Shareholder.
The Anchor Investor is also subject to a “lock-up” undertaking (subject to certain exceptions) during a period
commencing on the date of the Anchor Investor Subscription Agreement and ending 180 days following Admission.
Pursuant to the Anchor Investor Subscription Agreement, so long as an Anchor Investor Agreement Termination
Event has not occurred, the Company, the Anchor Investor and the Investment Manager shall have the rights and
obligations summarised below.
Anchor Investor’s right of first offer with respect to certain Commercial Property Investments undertaken by the
Company
If the Company seeks or intends to seek equity capital from one or more third parties in connection with any
Commercial Property Investment (as defined herein) under consideration by the Company in Spain (a “Commercial
Property Co-Investment Opportunity”), the Company shall in good faith provide the Anchor Investor or any entity in the
Anchor Investor Group named by the Anchor Investor (any of them, an “Anchor Investor Entity”) with a right of first
offer to participate together with the Company in any such investment, except in certain cases where the Commercial
Property Co-Investment Opportunity is offered by a third party investor to the Company. In connection with each
applicable Commercial Property Co-Investment Opportunity (i) the Company shall offer to the Anchor Investor Entity
the full stake in the relevant Commercial Property Investment for which the Company is seeking a co-investor and (ii)
the Anchor Investor Entity shall have the right to participate in the stake offered to it by the Company (but not less than
such stake) in the relevant Commercial Property Investment.
A Commercial Property Co-Investment Opportunity (including involving a joint venture) offered by a third party
investor to the Company (directly or indirectly through the Investment Manager) shall not trigger any first offer or coinvestment rights for an Anchor Investor Entity if the Company believes in good faith that undertaking the investment
with such investor would provide it with a clear competitive advantage in respect of that investment. However, in such
case, the Company shall request the relevant third party investor to permit that participation in the Commercial Property
Investment be offered to the Anchor Investor Entity and, if such investor consents to the Company’s request, the
Company shall procure that the relevant third party investor offers such participation in the Commercial Property
Investment to the Anchor Investor Entity. If the third party investor does not consent to the Company’s request that
participation in the Commercial Property Investment be offered to the Anchor Investor Entity, the Company shall be free
to participate in the investment and the Anchor Investor Entity shall have no first offer or co-investment rights in
connection with such investment.
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Anchor Investor’s right of first offer with respect to certain Residential Property Investments undertaken by the
Investment Manager
Subject to certain exceptions relating to Residential Property Co-Investment Opportunities (as defined below)
relating to purchases from SAREB or offered by a third party investor to the Investment Manager, the Investment
Manager has granted the Anchor Investor with a right of first offer with respect to any Residential Property Investment
undertaken by the Investment Manager (a “Residential Property Co-Investment Opportunity”). In connection with each
Residential Property Co-Investment Opportunity (i) the Investment Manager shall offer to the Anchor Investor Entity the
stake in such investment that would have remained available to the Investment Manager (and not to third parties) after
deducting (a) any stake in such investment that the Company accepts from the Investment Manager and which is offered
to it pursuant to the terms of the Investment Manager Agreement, and (b) any stake in such investment that the
Investment Manager chooses to retain for itself; and (ii) the Anchor Investor Entity shall have the right to participate in
the stake offered to it by the Investment Manager (but not less than such stake) in the relevant Residential Property
Investment.
According to the Anchor Investor Subscription Agreement, in any situation where a conflict of interest exists or may
exist, regarding any Residential Property Co-Investment Opportunity between the Company and the Anchor Investor
based on their relationships with the Investment Manager pursuant to the terms of the Investment Manager Agreement
and the Anchor Investor Subscription Agreement, respectively, or otherwise, the relationship between the Company and
the Investment Manager and the Investment Manager’s obligations under the Investment Manager Agreement shall
prevail over the relationship between the Anchor Investor and the Investment Manager and the Investment Manager’s
obligations under the Anchor Investor Subscription Agreement. Therefore, the Company’s first offer or co-investment
rights in connection with any investment in Residential Property under the Investment Manager Agreement may override
any first offer or co-investment rights of the Anchor Investor under the Anchor Investor Subscription Agreement.
Reciprocity obligations of Anchor Investor and right of first offer of Investment Manager
The Anchor Investor has agreed not to compete, directly or through any member of the Anchor Investor Group, with
the Company or the Investment Manager in competitive processes (including offerings for sale or tenure through an
expression of interest, public lot draws, public auctions, requests for offers to purchase or requests for proposals) in
respect of Commercial Property Investments and Residential Property Investments in Spain, but rather partner with the
Company and the Investment Manager, as applicable, subject to certain exceptions if the Anchor Investor believes in
good faith that a co-investment with the Company or the Investment Manager is impossible or inadvisable.
In addition, the Anchor Investor has agreed to provide the Investment Manager with a right of first offer to
participate together with the Anchor Investor or an Anchor Investor Entity in any co-investment opportunity in respect of
any Commercial Property Investment or Residential Property Investment (in each case only where management services
of the type set out in the Investment Manager Agreement are expected to be provided in relation to such opportunity)
which is being considered by the Anchor Investor Group in Spain (an “Anchor Investor Co-Investment Opportunity”).
The Anchor Investor has acknowledged and agreed that the Investment Manager may be required to offer all or part of
the participation in any such Anchor Investor Co-Investment Opportunity to the Company pursuant to the terms of the
Investment Manager Agreement, in which case the Company shall also have the right to participate in such investment
opportunity in accordance with the terms of the Anchor Investor Subscription Agreement. In connection with each
Anchor Investor Co-Investment Opportunity, the Anchor Investor shall offer to the Investment Manager the stake in
respect of which it is seeking a co-investor, subject to certain exceptions if the Anchor Investor believes in good faith that
a co-investment with the Investment Manager or the Company (if applicable) is not possible. There is no requirement
that any co-investment opportunity offered by the Anchor Investor to the Investment Manager will be consistent with the
Investment Strategy of the Company.
Payment of certain fees by Anchor Investor to Investment Manager
The Anchor Investor has agreed to pay a base fee and a performance fee to the Investment Manager for any services
rendered by the Investment Manager in respect of any investment in which the Anchor Investor co-invests with the
Company or the Investment Manager. The base fee will be agreed on a case by case basis, at market terms. Except with
respect to certain investments, the performance fee will, to the furthest extent applicable, have the same economic terms
and structure as the Performance Fee to be received by the Investment Manager under the Investment Manager
Agreement. However, in the case of an investment which meets certain specified criteria (relating to its risk profile), the
Anchor Investor and the Investment Manager will negotiate in good faith the performance fee relating to such
investment.
11.5 Audit Services
Deloitte will provide audit services to the Company. As long as the Company does not have any subsidiary and does
not prepare consolidated financial statements, the Company’s financial statements will be prepared in accordance with
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Spanish GAAP. In addition, the Company intends to prepare a second set of financial statements prepared in accordance
with IFRS-EU with respect to its annual accounts.
The audit fees charged by Deloitte are negotiated annually and are set forth in Deloitte’s annual engagement letter.
12. GOVERNMENTAL, LEGAL OR ARBITRAL PROCEEDINGS
There have been no governmental, legal or arbitration proceedings (including any such proceedings which are
pending or threatened of which the Company is aware), during the previous 12 months from the date of this Prospectus
which may have, or have had in the recent past (covering the 12 months preceding the date of this Prospectus) significant
effects on Company’s financial position or profitability.
13. INFORMATION ON HOLDINGS
The Company does not hold a proportion of capital in any undertakings.
14. INVESTMENTS
The Company has made no investments since 17 January 2014 (being the date of incorporation) and up to the date of
this Prospectus, there are no investments in progress or future investments on which the Company has made firm
commitments.
15. PROPERTY, PLANT AND EQUIPMENT
The Company does not own or occupy any premises or other real estate as at the date of this Prospectus and does not
own any plant or equipment.
16. EXPENSES
The total costs and expenses (exclusive of VAT) of, or incidental to, the Issue and Admission payable by the
Company are estimated to be approximately €10 million (on the basis of a €400 million Issue).
17. GENERAL
Where information has been sourced from a third party this information has been accurately reproduced. So far as
the Company is aware and is able to ascertain from information provided by that third party, no facts have been omitted
which would render the reproduced information inaccurate or misleading.
There are no patents, intellectual property rights, licences, industrial, commercial or financial contracts or new
manufacturing processes which are or may be material to the Company’s business or profitability.
There have been no interruptions in the business of the Company, which may have or have had in the period since
incorporation to the date of the publication of this Prospectus a significant effect on the financial position of the
Company or which are likely to have a material effect on the prospects of the Company for the next 12 months.
Save as disclosed in section 6 of Part VII (Information on the Company) the Company is not aware of any trends,
uncertainties, demands, commitments or events that are reasonably likely to have a material effect on the prospects of the
Company for at least the current financial year.
The financial information of the Company set out in Part X (Historical Financial Information) does not constitute
full accounts within the meaning of the Spanish Companies Act. The Company has only recently been incorporated and
has not yet been required to prepare statutory accounts for any financial year. Therefore, the Company’s auditors have
not made a report under the Spanish Companies Act for any complete financial year.
18. DOCUMENTS ON DISPLAY
Copies of the documents referred to below will be available for inspection in physical form between the hours of
9.30 a.m. and 5.30 p.m. (Madrid time) on any weekday (Saturday, Sundays and public holidays excepted) at the
Company’s registered office up to Admission:
(i)

deed of incorporation of the Company;

(ii)

the By-Laws of the Company (which will also be available at the webpage of the Company
(www.larespana.com));
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(iii)

Regulations of the General Shareholders’ Meeting, Regulations of the Board of Directors, and Regulations
of Internal Conduct in the Capital Markets (which will also be available at the webpage of the Company
(www.larespana.com) and at the webpage of the CNMV (www.cnmv.es));

(iv)

this Prospectus (which will also be available at the webpage of the Company (www.larespana.com) and at
the webpage of the CNMV (www.cnmv.es));

(v)

audited interim financial statements of the Company as of 24 January 2014 and for the eight days ended on
such date; and

(vi)

certificate of the resolutions approved by the current sole shareholder and the Board of Directors of the
Company in connection with the Issue and the Placing.

Documents referred to in (i) to (vi) above, as well as copies of the Investment Manager Agreement and the Anchor
Investor Subscription Agreement will also be available for inspection in physical form at the CNMV’s premises at
Edison 4, 28006 Madrid.
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PART XV: TERMS AND CONDITIONS OF THE PLACING
1.

INTRODUCTION

1.1 Each person who is invited to and who chooses to participate in the Placing (including individuals, funds or others)
(a “Placee”) confirms its agreement (whether orally or in writing) to the Sole Bookrunner to subscribe for Placing
Shares under the Placing and that it will be bound by these terms and conditions and will be deemed to have
accepted them.
1.2 The Sole Bookrunner may require any Placee to agree to such further terms and/or conditions and/or give such
additional warranties and/or representations as it (in its absolute discretion) sees fit and/or may require any such
Placee to execute a separate placing letter (Placing Letter).
2.

AGREEMENT TO SUBSCRIBE FOR ORDINARY SHARES

Conditional on (i) the Placing Agreement becoming otherwise unconditional in all respects once certain conditions
precedent have been satisfied and not having been terminated; and (ii) the Sole Bookrunner confirming to the Placees
their allocation of Ordinary Shares, a Placee agrees to become a shareholder of the Company and agrees to subscribe for
those Placing Shares allocated to it by the Sole Bookrunner at the Issue Price.
3.

PAYMENT FOR ORDINARY SHARES

Each Placee must pay the Issue Price for the Ordinary Shares issued to the Placee in the manner and by the time
directed by the Sole Bookrunner. If any Placee fails to pay as so directed and/or by the time required, the relevant
Placee’s application for Placing Shares shall be rejected.
In order to expedite the registration and listing of the Issue Shares, it is expected that the Sole Bookrunner, in its
capacity as prefunding bank, will subscribe and pay for the Placing Shares and Investment Manager Subscription Shares
on the Subscription Date, acting in the name and on behalf of the final subscribers. Payment for these shares by the
prefunding bank is expected to be made to the Company in the Company’s account and these shares will come into
existence once registered at the Mercantile Registry of Madrid and recorded in book-entry form with Iberclear. These
shares will be delivered to the Sole Bookrunner, acting in the name and on behalf of the final subscribers, following their
registration and receipt of evidence thereof by Iberclear on the Subscription Date. Payment by final investors to the Sole
Bookrunner shall be made no later than the third Madrid business day after the Subscription Date against delivery of the
shares to final subscribers, which is expected to take place on or about 10 March 2014.
4.

REPRESENTATIONS AND WARRANTIES

4.1 By agreeing to subscribe for Placing Shares, each Placee which enters into a commitment to subscribe for Placing
Shares will (for itself and any person(s) procured by it to subscribe for Placing Shares and any nominee(s) for any
such person(s)) be deemed to agree, represent and warrant to each of the Company and the Sole Bookrunner that:
(a) in agreeing to subscribe for the Placing Shares under the Placing, it is relying solely on this Prospectus and
any supplementary prospectus issued by the Company and not on any other information given, or
representation or statement made at any time, by any person concerning the Company or the Placing. It
agrees that none of the Company, or the Sole Bookrunner, nor any of their respective officers, agents or
employees, will have any liability for any other information or representation. It irrevocably and
unconditionally waives any rights it may have in respect of any other information or representation;
(b) the content of this Prospectus is exclusively the responsibility of the Company and its Board and apart from
the liabilities and responsibilities, if any, which may be imposed on the Sole Bookrunner under any
regulatory regime, neither the Sole Bookrunner nor any person acting on their behalf nor any of their
affiliates makes any representation, express or implied, nor accepts any responsibility whatsoever for the
contents of this document nor for any other statement made or purported to be made by them or on its or
their behalf in connection with the Company or the Placing Shares;
(c) it warrants that it has complied with all laws applicable to its agreement to subscribe for Placing Shares
under the Placing, obtained all governmental and other consents which may be required, complied with all
requisite formalities and paid any issue, transfer or other taxes due in connection with its application in any
territory and that it has not taken any action or omitted to take any action which will result in the Company
or the Sole Bookrunner or any of their respective officers, agents or employees acting in breach of the
regulatory or legal requirements, directly or indirectly, of any territory or jurisdiction in connection with the
Placing;
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(d) it does not have a registered address in, and is not a citizen, resident or national of, any jurisdiction in which
it is unlawful to make or accept an offer of the Ordinary Shares and it is not acting on a non-discretionary
basis for any such person;
(e) it agrees that, having had the opportunity to read this Prospectus, it shall be deemed to have had notice of all
information and representations contained in this Prospectus, that it is acquiring Ordinary Shares solely on
the basis of this Prospectus and no other information and that in accepting a participation in the Placing it
has had access to all information it believes necessary or appropriate in connection with its decision to
subscribe for Ordinary Shares;
(f) no person is authorised in connection with the Placing to give any information or make any representation
other than as contained in this Prospectus and, if given or made, any information or representation must not
be relied upon as having been authorised by the Sole Bookrunner;
(g) neither this Prospectus nor any other offering, marketing or other material in connection with the Placing
constitutes an invitation, offer or promotion to, or arrangement with, it or any person whom it is procuring
to subscribe for Ordinary Shares pursuant to the Placing unless, in the relevant territory, such offer,
invitation or other course of conduct could lawfully be made to it or such person and such documents or
materials could lawfully be provided to it or such person and Ordinary Shares could lawfully be distributed
to and subscribed and held by it or such person without compliance with any unfulfilled approval,
registration or other regulatory or legal requirements;
(h) it is a person to whom the Ordinary Shares may be lawfully offered under that other jurisdiction’s laws and
regulations;
(i) it is a qualified investor within the meaning of the law in the Relevant Member State implementing Article
2(1)(e) of the Prospectus Directive; if it is resident in the United Kingdom, it is a “relevant person”;
(j) it and the prospective beneficial owner of the Ordinary Shares is, and at the time the Ordinary Shares are
acquired will be either (i) outside the United States and acquiring the Ordinary Shares in an “offshore
transaction” as defined in, and in accordance with, Regulation S under the US Securities Act, or (ii) if it is
inside the United States, a QIB;
(k) the Ordinary Shares have not been registered or otherwise qualified, and will not be registered or otherwise
qualified, for offer and sale nor will a prospectus be cleared or approved in respect of any of the Ordinary
Shares under the securities laws of the United States, Australia, Canada, South Africa, Switzerland,
Singapore or Japan and, subject to certain exceptions, may not be offered, sold, taken up, renounced or
delivered or transferred, directly or indirectly, within the United States, Australia, Canada, South Africa,
Switzerland, Singapore or Japan or in any country or jurisdiction where any action for that purpose is
required;
(l) if it is a pension fund or investment company, its acquisition of the Ordinary Shares is in full compliance
with applicable laws and regulations;
(m) it is not, and is not acting on behalf of (a) an employee benefit plan (as defined in Section 3(3) of the US
Employee Retirement Income Security Act of 1974, as amended (“ERISA”)) subject to Title I of ERISA,
(b) a plan described in section 4975(e)(1) of the US Internal Revenue Code of 1986, as amended (the
“Code”) to which section 4975 of the Code applies, (c) a plan that is subject to any state, local, non-US or
other laws or regulations that are substantially similar to Title I of ERISA or Section 4875 of the Code or
(d) any other entity whose underlying assets could be deemed to include plan assets by reason of an
employee benefit plan’s or a plan’s investment in the entity within the meaning of the US Department of
Labor regulation 29 C.F.R. Section 2510.3-101 (as modified by section 3(42) of ERISA) or otherwise;
(n) it has not, directly or indirectly, distributed, forwarded, transferred or otherwise transmitted this Prospectus
or any other offering materials concerning the Issue or the Ordinary Shares to any persons within the United
States, nor will it do any of the foregoing;
(o) its participation in the Placing is on the basis that it is not and will not be a client of the Sole Bookrunner or
any of its affiliates and that the Sole Bookrunner and any of its affiliates do not have any duties or
responsibilities to it for providing protection afforded to their respective clients or for providing advice in
relation to the Issue nor in respect of any representations, warranties, undertaking or indemnities contained
in these terms or any Placing Letter;
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(p) where it is subscribing for Ordinary Shares for one or more managed, discretionary or advisory accounts, it
is authorised in writing for each such account: (i) to subscribe for the Ordinary Shares for each such
account; (ii) to make on each such account’s behalf the representations, warranties and agreements set out
in this Prospectus; and (iii) to receive on behalf of each such account any documentation relating to the
Placing in the form provided by the Company and/or the Sole Bookrunner. It agrees that the provision of
this paragraph shall survive any resale of the Ordinary Shares by or on behalf of any such account;
(q) it irrevocably appoints any Director and any director of the Sole Bookrunner to be its agent and on its
behalf (without any obligation or duty to do so), to sign, execute and deliver any documents and do all acts,
matters and things as may be necessary for, or incidental to, its subscription for all or any of the Ordinary
Shares for which it has given a commitment under the Placing, in the event of its own failure to do so;
(r) it accepts that if the Placing does not proceed or the conditions to the Placing Agreement are not satisfied or
the Ordinary Shares for which valid applications are received and accepted are not admitted to listing and
trading on the Spanish Stock Exchanges for any reason whatsoever then none of the Company, or the Sole
Bookrunner or any of their affiliates, nor persons controlling, controlled by or under common control with
any of them nor any of their respective employees, agents, officers, members, stockholders, partners or
representatives, shall have any liability whatsoever to it or any other person;
(s) in connection with its participation in the Placing it has observed all relevant legislation and regulations, in
particular (but without limitation) those relating to money laundering and countering terrorist financing and
that its application is only made on the basis that it accepts full responsibility for any requirement to
identify and verify the identity of its clients and other persons in respect of whom it has applied. In addition,
it warrants that it is a person (i) subject to the Money Laundering Directive (2005/60/EC of the European
Parliament and of the EC Council of 26 October 2005 on the prevention of the use of the financial system
for the purpose of money laundering and terrorist financing); or (ii) acting in the course of a business in
relation to which an overseas regulatory authority exercises regulatory functions and is based or
incorporated in, or formed under the law of, a county in which there are in force provisions at least
equivalent to those required by the Money Laundering Directive;
(t) due to anti-money laundering and the countering of terrorist financing requirements, the Sole Bookrunner
and/or the Company may require proof of identity of a Placee and related parties and verification of the
source of the payment before the application can be processed and that, in the event of delay or failure by
the Placee to produce any information required for verification purposes the Sole Bookrunner and/or the
Company may refuse to accept the application and the subscription moneys relating thereto. It holds
harmless and will indemnify the Sole Bookrunner and/or the Company against any liability, loss or cost
ensuing due to the failure to process this application, if such information as has been required has not been
provided by it or has not been provided on a timely basis; and
(u) the Sole Bookrunner and the Company (and any agent on their behalf) are entitled to exercise any of their
rights under the Placing Agreement or any other right in their absolute discretion without any liability
whatsoever to them (or any agent acting on their behalf).
4.2 The representations, undertakings and warranties contained in the Prospectus are irrevocable. Each Placee
acknowledges that the Sole Bookrunner, the Company and their respective affiliates will rely upon the truth and
accuracy of the foregoing representations and warranties and it agrees that if any of the representations or warranties
made or deemed to have been made by its subscription of the Ordinary Shares are no longer accurate, it shall
promptly notify the Sole Bookrunner and the Company.
If a Placee is domicilied (for the purposes of the AIFMD) in an EEA jurisdiction that has implemented the AIFMD
which has provided for a transitional regime permitting the marketing or offer of the Placing Shares in such
jurisdiction, the Investment Manager, the Company and JP Morgan will require from Placees resident in such EEA
jurisdictions additional representations that the investor is domiciled in such jurisdiction, that the order to subscribe
Placing Shares has been placed on its own account or for the account of a final investor domiciled in a jurisdiction
with transitional regime under the AIFMD, permitting such marketing or offer, or outside the EEA, and that it and
the final investor, if applicable, qualify as professional investors under Directive 2004/39/EC.
4.3 Where each Placee or any person acting on behalf of it is dealing with the Sole Bookrunner, any money held in an
account with the Sole Bookrunner on behalf of it and/or any person acting on behalf of it will not be treated as client
money within the meaning of the applicable rules and regulations which therefore will not require the Sole
Bookrunner to segregate such money, as that money will be held by the Sole Bookrunner under a banking
relationship and not as trustee.
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4.5 Each Placee accepts that the allocation of Ordinary Shares shall be determined by the Sole Bookrunner (following
consultation and agreement with the Company and the Investment Manager) in its absolute discretion.
4.6 Time shall be of the essence as regards its obligations to settle payment for the Ordinary Shares and to comply with
its other obligations under the Placing.
5.

SUPPLY AND DISCLOSURE OF INFORMATION

If the Sole Bookrunner, the Company or any of their agents request any information in connection with a Placee’s
agreement to subscribe for Ordinary Shares under the Placing or to comply with any relevant legislation, such Placee
must promptly disclose it to them.
6.

MISCELLANEOUS

6.1 The rights and remedies of the Sole Bookrunner and the Company under these terms and conditions are in addition
to any rights and remedies which would otherwise be available to each of them and the exercise or partial exercise of
one will not prevent the exercise of others.
6.2 On application, if a Placee is a discretionary fund manager, that Placee may be asked to disclose in writing or orally
the jurisdiction in which its funds are managed or owned. All documents provided in connection with the Placing
will be sent at the Placee’s risk. They may be returned by post to such Placee at the address notified by such Placee.
6.3 Each Placee agrees to be bound by the By-Laws (as amended from time to time) once the Ordinary Shares, which
the Placee has agreed to subscribe for pursuant to the Placing, have been acquired by the Placee. The contract to
subscribe for Ordinary Shares under the Placing and the appointments and authorities mentioned in this Prospectus
will be governed by, and construed in accordance with, the laws of England. Each Placee irrevocably submits to the
jurisdiction of the courts of England and waives any objection to proceedings in any such court on the ground of
venue or on the ground that proceedings have been brought in an inconvenient forum. This does not prevent an
action being taken against a Placee in any other jurisdiction.
6.4 In the case of a joint agreement to subscribe for Ordinary Shares under the Placing, references to a “Placee” in these
terms and conditions are to each of the Placees who are a party to that joint agreement and their liability is joint and
several.
6.5 The Sole Bookrunner expressly reserves the right to modify the Placing (including, without limitation, their
timetable and settlement) at any time before allocations are determined.
6.6 The Placing is subject to the satisfaction of the conditions contained in the Placing Agreement (which include but are
not limited to those set out in section 2 of this Part XV (Terms and Conditions of the Placing) above), and such
agreement not having been terminated. The Sole Bookrunner has the right to not waive any such condition or terms
and shall exercise that right without recourse or reference to Placees. Further details of the terms of the Placing
Agreement are contained in section 11.2 of Part XIV (Additional Information).
6.7 In order to expedite the registration and listing of the Issue Shares, it is expected that the Sole Bookrunner, in its
capacity as prefunding bank, will subscribe and pay for the Placing Shares and Investment Manager Subscription
Shares on the Subscription Date, acting in the name and on behalf of the final subscribers. Payment for these shares
by the prefunding bank is expected to be made to the Company in the Company’s account and these shares will
come into existence once registered at the Mercantile Registry of Madrid and recorded in book-entry form with
Iberclear. These shares will be delivered to the Sole Bookrunner, acting in the name and on behalf of the final
subscribers, following their registration and receipt of evidence thereof by Iberclear on the Subscription Date.
Payment by final investors to the Sole Bookrunner shall be made no later than the third Madrid business day after the
Subscription Date against delivery of the shares to final subscribers, which is expected to take place on or about 10
March 2014.
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PART XVI: DEFINITIONS
The following definitions shall apply throughout this Prospectus unless the context requires otherwise:
“€” or “euro” ...............................................

the currency introduced at the start of the third stage of the European
economic and monetary union pursuant to the Treaty establishing the
European Community as amended;

“Admission” ...............................................

the listing of the Company’s Ordinary Shares on the Spanish Stock
Exchanges and quoting of the Company’s Ordinary Shares through the
SIBE (Sistema de Interconexión Bursátil or Mercado Continuo) of the
Spanish Stock Exchanges;

“AIF” ..........................................................

an alternative investment fund within the meaning of AIFMD;

“AIFM” .......................................................

an alternative investment fund manager within the meaning of AIFMD;

“AIFMD” ....................................................

Directive 2011/61/EU of the European Parliament and of the Council of 8
June 2011 on Alternative Investment Fund Managers;

“Anchor Investor” .......................................

LVS II LUX XII S.À R.L., a Luxembourg law governed limited liability
company (société à responsabilité limitée) having Pacific Investment
Management Company LLC (“PIMCO”) as investment advisor, registered
with the Luxembourg Register of Commerce and Companies under number
B.181604 and with its registered office at 60, Grand Rue, L-1660;

“Anchor Investor Agreement
Termination Event” .............................

“Anchor Investor Co-Investment
Opportunity” ........................................

“Anchor Investor Group”............................
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any of the following circumstances: (i) if the Anchor Investor Group owns
in aggregate less than such number of Ordinary Shares which would have
represented 5% of the issued share capital of the Company as of the date of
Admission; (ii) if on three occasions (which do not need to be consecutive)
the Anchor Investor entity fails to respond to a co-investment opportunity
notice within 10 business days; (iii) upon the occurrence on three occasions
(which do not need to be consecutive) of any of the circumstances
described in (a) and (b) below: (a) the Anchor Investor entity does not
agree to the terms of a co-investment opportunity offered by the Company
or the Investment Manager, as applicable, in relation to transactions
representing an equity investment for the Anchor Investor entity larger than
€10 million (per transaction) and the Investment Manager or the Company,
as applicable, are able to successfully close such transaction(s) with other
equity investors on the same or more favourable terms for the Investment
Manager or the Company; and/or (b) the Anchor Investor and the Company
or the Investment Manager, as applicable, are not able to successfully
execute a transaction within eighteen months from the date on which the
Anchor Investor entity agrees to the terms of the relevant co-investment
opportunity notice (except where such failure to execute a transaction
within the prescribed period is due to reasons unrelated to the Anchor
Investor entity); or (iv) if the Investment Manager Agreement is
terminated;

any Commercial Property Investment or Residential Property Investment
(in each case only where management services of the type set out in the
Investment Manager Agreement are expected to be provided in relation to
such opportunity) which is being considered by the Anchor Investor Group
in Spain;
means collectively the persons comprising (i) the Anchor Investor; (ii) the
investment fund which is the ultimate beneficial owner of the Anchor
Investor (the “Anchor Investor Group Parent Entity”) and any subsidiary of
such Anchor Investor Group Parent Entity from time to time; and (iii) any
entity to whom the Anchor Investor transfers the Anchor Investor
Subscription Shares, provided that and for so long as such transferee entity
is a subsidiary of the Anchor Investor Group Parent Entity, from time to
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time.
“Anchor Investor Subscription
Agreement”..........................................

the subscription agreement between the Company, the Investment Manager
and the Anchor Investor dated 12 February 2014, a summary of which is
set out in section 11.4 of Part XIV (Additional Information);

“Anchor Investor Subscription Shares” ......

the Ordinary Shares to be issued by the Company and subscribed by the
Anchor Investor pursuant to the Anchor Investor Subscription Agreement,
conditional on the Placing Agreement not having been terminated in
accordance with its terms and certain other conditions being satisfied
(including that the final number of Ordinary Shares to be issued in the Issue
is at least 30,000,000 and no more than 45,000,000) (i.e., an aggregate of
5,000,000 Issue Shares if the final number of Ordinary Shares to be issued
in the Issue is equal to or higher than 35,000,000, or such amount of
Ordinary Shares which would represent 12.5 per cent. of all the Ordinary
Shares to be issued by the Company in the Issue if the final number of
Ordinary Shares to be issued in the Issue is lower than 35,000,000);

“Audit and Control Committee” .................

the audit and control committee of the Company as described in section 8.3
of Part IX (Directors and Corporate Governance);

“Average Closing Price” .............................

the average closing prices on the main market of the Spanish Stock
Exchanges in respect of Ordinary Shares listed on that exchange over the
period of twenty Madrid business days immediately prior to the business
day immediately preceding the date of a relevant invoice from the
Investment Manager setting out its statement of the Performance Fee that is
payable in respect of a relevant period;

“Base Fee” ..................................................

the base fee payable by the Company to the Investment Manager pursuant
to and in accordance with the terms of the Investment Manager Agreement;

“Benefit Plan Investor” ...............................

(a) an employee benefit plan (as defined in section 3(3) of ERISA) subject
to Title I of ERISA, (b) a plan described in section 4975(e)(1) of the Code
to which section 4975 of the Code applies or (c) any other entity whose
underlying assets could be deemed to include plan assets by reason of an
employee benefit plan’s or a plan’s investment in the entity within the
meaning of the Plan Asset Regulations or otherwise;

“Business Plan” ..........................................

a business execution plan to be prepared by the Investment Manager each
year for the Company setting forth the Investment Manager’s strategy for
the provision of its services under the Investment Manager Agreement and
the management of the properties held or acquired by the Company;

“By-Laws” ..................................................

the by-laws (Estatutos) of the Company, as amended from time to time;

“CNMV” .....................................................

Comisión Nacional del Mercado de Valores, the Spanish securities market
regulator;

“Code” ........................................................

the US Internal Revenue Code of 1986, as amended;

“Commercial Property” ..............................

(i) office properties across Spain, primarily focusing on office properties in
Madrid and Barcelona; (ii) retail (shopping centres in Spain; retail parks
including big box properties (i.e., retail stores that occupy large warehousestyle buildings) on a selective basis; and high street retail properties (i.e.,
retail stores located in the primary business and retail streets of a city, such
as top fashion boutiques) on a selective basis); and (iii) other selected
commercial real estate properties, for example, industrial properties, which
are expected to represent a limited percentage of the Total GAV;

“Commercial Property Co-Investment
Opportunity” ........................................

any Commercial Property Investment under consideration by the Company
in Spain, provided that, and only if, the Company seeks or intends to seek
equity capital from one or more third parties in connection with such
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investment;
“Commercial Property Investment” ............

an investment in Spain (either directly or indirectly via equity investment)
in office properties, retail properties, shopping centres, retail parks and high
street retail, and other selected commercial real estate properties, for
example industrial properties but excluding, for the avoidance of doubt,
any debt or other credit based investments with respect to the foregoing;

“Company” .................................................

Lar España Real Estate SOCIMI, S.A., incorporated under the laws of
Spain, with registered office at Rosario Pino 14-16, 28020 Madrid, Spain;

“Controlling Person” ..................................

any person (other than a Benefit Plan Investor) that has discretionary
authority or control with respect to the assets of the Company or that
provides investment advice for a fee (direct or indirect) with respect to such
assets or an “affiliate” (within the meaning of the Plan Asset Regulations)
of such a person;

“Company Costs” .......................................

costs to be borne by the Company under the Investment Manager
Agreement, such as costs relating to the following: Board of Director’s
remuneration; valuers’, auditors’, tax advisors’ and accounting fees and
expenses of the Company; legal counsel, legal fees and expenses and any
relevant litigation costs of the Company; insurance premiums in connection
with the Company; costs related to investment and development projects as
not done by Grupo Lar; capital expenditure; leases and dispositions as not
done by Grupo Lar; due diligence as not done by Grupo Lar; publicity,
marketing, public relations, website development and commercial
expenses; rent review (as long as not done my the Investment Manager);
acquisition and sales as not done by Grupo Lar; disposals agency; letting
agency rating assessments and advice; debt collection; fire insurance
valuations; dilapidations schedules and representation; structural and
condition surveys and technical audits and any other statutory compliance
audits or works; environmental audit and advice, to include environmental
and ecology assessments and asbestos audits; architecture and interior
design services; mechanical / electrical / public health / lifts engineering
services to include sustainability and renewable energies assessments;
structural / civil engineering services; project management and contract
administration; quantity surveying / cost consultancy; health & safety
consultancy including planning supervisor; planning consultancy; historic
building / conservation / townscape consultancy; PR / political consultancy
in relation to planning applications; party walls / rights of light consultants;
marketing / event management / brochure design and branding; computer
generated artwork; transport / highways consultancy; acoustics; building
regulations and approved inspector; fire safety engineering and design;
façade engineering; clerk of works, if applicable; other specialist technical
or design consultants; costs of Company meetings and printing and
circulating reports and notices (including the costs of providing tax
reporting information) to investors, including, for the avoidance of doubt,
all travel expenses of representatives in attending such meetings; all
administration fees payable to a property manager under any subadministration agreement, and the fees and expenses payable to any
external treasury managers or advisers with regard to running the
Company; bank charges and borrowing costs of the Company; custodians’
fees and expenses of the Company; external specialist consultants’ fees and
expenses of the Company, where relevant; costs and expenses (including
all stamp duties and professional fees) of identifying, evaluating,
negotiating, acquiring, holding, monitoring and disposing of investments,
in each case, as long as not done by Grupo Lar; all reasonable travel
expenses of the Investment Manager relating to fundraising by the
Company, investor relations and similar activities; abort costs in the events
of property/corporate/financing transactions not proceeding as planned;
property management fees outsourced by the Investment Manager. For the
avoidance of doubt, this refers to matters such as management of rent
collection and arrears, service charge administration, arranging and cost of
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insurance cover and other administration services including monitoring of
state of repair, dealing with applications for works and monitoring
compliance with environmental laws; outgoings and related costs
associated with the maintenance day to day management of the properties
to the extent not received through other charges, or any other costs that are
reasonably and properly incurred to the benefit of the Company under the
supervision of the Investment Manager provided that, for the avoidance of
doubt, to the extent that any costs referred to herein have been incurred in
respect of asssets jointly owned by the Company and others, the Company
shall only be responsible for payment of its pro rata share of such costs;
“Deloitte” ....................................................

Deloitte, S.L.;

“Directors” or “Board” ...............................

the directors of the Company, whose names as at the date of this Prospectus
are set out in Part V (Directors, Company Secretary, Registered Office and
Advisors);

“EPRA” ......................................................

European Public Real Estate Association. Further information on the
EPRA, as well as the EPRA Reporting Best Practice Recommendations
(August 2011) are available at www.epra.com;

“EPRA NAV” .............................................

the net asset value of the Company adjusted to include properties and other
investment interests at fair value and to exclude certain items not expected
to crystallise in a long-term investment property business in accordance
with guidelines issued by the European Public Real Estate Association
(August 2011 version only, unless otherwise agreed between the Company
and the Investment Manager);

“ERISA” .....................................................

the US Employee Retirement Income Security Act of 1974;

“EU” ...........................................................

the European Union;

“FROB” ......................................................

the Spanish government’s Fund for the Orderly Restructuring of Banks
(Fondo de Reestructuración Ordenada Bancaria);

“Gentalia” ...................................................

Gentalia 2006, S.L., a property management joint venture in which Grupo
Lar currently holds 50% of the shares;

“Grupo Lar” ................................................

Grupo Lar Inversiones Inmobiliarias, S.A., a company incorporated under
the laws of Spain, with its registered office at Rosario Pino 14-16, 28020
Madrid, Spain, and its consolidated subsidiaries, except the context
requires otherwise;

“High Water Mark Outperformance” .........

the amount by which the sum of (A) the EPRA NAV of the Company on
31 December of such year and (B) the total dividends (or any other form of
remuneration or distribution to the shareholders) that are paid in such year
or in any preceding year since the most recent year in respect of which a
Performance Fee was payable exceeds the Relevant High Water Mark;

“Iberclear” ..................................................

the Spanish securities clearance and settlement system, Sociedad de
Gestión de los Sistemas de Registro, Compensación y Liquidación de
Valores, S.A.;

“IFRS-EU”..................................................

International Financial Reporting Standards as adopted by the European
Union;

“Initial EPRA NAV” ..................................

the Net Proceeds of the Issue;

“Investment Manager” ................................

Grupo Lar Inversiones Inmobiliarias, S.A., a company incorporated under
the laws of Spain, with its registered office at Rosario Pino 14-16, 28020
Madrid, Spain;

“Investment Manager Affiliate” .................

with respect to the Investment Manager, means (1) a subsidiary or a
subsidiary undertaking (whether direct or indirect) of the Investment
Manager; (2) a direct or indirect (through controlled entities under article
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42 of the Spanish Commercial Code) shareholder of the Investment
Manager (other than Minority Shareholders in the Investment Manager); or
(3) another subsidiary or subsidiary undertaking controlled directly or
indirectly pursuant to Article 42 of the Spanish Commercial Code by the
entities referred to in (2) above (other than the said fund mentioned above).
For the avoidance of doubt, Gentalia is not an Investment Manager
Affiliate;
“Investment Manager Agreement” .............

“Investment Manager Subscription
Shares” .................................................

the investment manager agreement between the Company and the
Investment Manager dated 12 February 2014, a summary of which is set
out in section 11.1 of Part XIV (Additional Information);

the Ordinary Shares to be issued by the Company and subscribed by the
Investment Manager pursuant to the Investment Manager Agreement;

“Investment Strategy” .................................

the investment and leverage criteria set forth in the Investment Manager
Agreement;

“ISIN” .........................................................

International Security Identification Number;

“Issue” ........................................................

the issue of the Issue Shares;

“Issue Price” ...............................................

€10.00 per Ordinary Share (each Ordinary Share has a nominal value of
€2.00 and is issued with a share premium of €8.00);

“Issue Shares” .............................................

the Placing Shares, the Anchor Investor Subscription Shares and the
Investment Manager Subscription Shares;

“J.P. Morgan” .............................................

J.P. Morgan Securities plc;

“Key Persons” .............................................

Mr. Luis Pereda and Mr. Miguel Pereda;

“Management Team” ..................................

Mr. Luis Pereda, Mr. Miguel Pereda, Mr. Jorge Pérez de Leza, Mr. Enrique
Feduchy, Mr. Ignacio Ocejo and Mr. Arturo Perales who will manage the
Company through the Investment Manager;

“Management Team Investment
Opportunity” ........................................
“Minority Shareholders in the
Investment Manager” ..........................

an investment opportunity identified by a member of the Management
Team which fits within the Investment Strategy of the Company;
Shareholders of Grupo Lar which are not part of the Pereda Family;

“Net Proceeds” ...........................................

the aggregate value of all of the Ordinary Shares issued pursuant to the
Issue less expenses relating to the Issue;

“Non-Executive Director” ..........................

a non-executive Director;

“Ordinary Shares” .......................................

the ordinary shares of the Company, with a nominal value of €2.00 each;

“Pereda Family”..........................................

Mr. Luis Pereda, Mr. Miguel Pereda and their siblings and parents;

“Performance Fee”......................................

the performance fee payable by the Company to the Investment Manager
pursuant to the Investment Manager Agreement;

“Performance Fee Shares” ..........................

Ordinary Shares subscribed for (or at the Company’s choice, acquired from
the Company) by the Investment Manager with any Performance Fee paid
by the Company (after deduction of corporate income tax and any other
taxes applicable thereto);

“Placee” ......................................................

each person who is invited to and who chooses to participate in the Placing;

“Placing” .....................................................

the conditional placing of the Placing Shares by J.P. Morgan pursuant to
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the Placing Agreement;
“Placing Agreement” ..................................

the Placing Agreement to be entered into between the Company, the
Investment Manager and the Sole Bookrunner on or about the date of
registration of this Prospectus with the CNMV, a summary of which is set
out in section 11.2 of Part XIV (Additional Information);

“Placing Shares” .........................................

the Ordinary Shares to be allotted and issued by the Company pursuant to
the Placing;

“Plan Asset Regulations” ............................

US Department of Labor regulation 29 C.F.R. Section 2510.3-101 (as
modified by Section 3(42) of ERISA);

“Property Rental Business” ........................

a business which is carried on by a SOCIMI or a Group SOCIMI, as the
case may be, for the sole purpose of generating rental income from
properties and/or land in Spain or outside Spain or through its participation
in Qualifying Subsidiaries, and, for the purpose of this definition, such
business of a group are to be treated as a single business;

“Prospectus” ..............................................

this document issued by the Company in relation to Admission of the
Ordinary Shares to trading on the regulated markets of the Spanish Stock
Exchanges and approved under the Prospectus Directive;

“Prospectus Directive” ................................

European Parliament and Council Directive 2003/71/EC of 4 November
2003 (and amendments thereto, including Directive 2010/73/EU);

“qualified institutional buyer” or “QIB” .....

a qualified institutional buyer within the meaning of Rule 144A under the
US Securities Act;

“Qualifying Subsidiaries” ...........................

(i) Spanish SOCIMIs, (ii) foreign entities with similar regime, corporate
purpose and dividend distribution regime as a Spanish SOCIMI and (iii)
Spanish and foreign entities which main corporate purpose is investing in
real estate for developing rental activities and that shall be subject to equal
dividend distribution regime and investment and income requirements as
set out in the SOCIMI Act;

“Quarter” ....................................................

each three month period ending on 31 March, 30 June, 30 September or 31
December;

“RICS Red Book” .......................................

the Appraisal and Valuation Manual (or if it has been replaced, its
equivalent) published by the Royal Institution of Chartered Surveyors;

“Regulation S” ............................................

Regulation S under the US Securities Act;

“Relevant High Water Mark” .....................

the higher of (i) the Initial EPRA NAV, and (ii) the EPRA NAV on 31
December (adjusted to include total dividends paid during that year and
exclude the net proceeds of any issuance of Ordinary Shares during that
year) of the most recent year in respect of which a Performance Fee was
payable;

“Relevant Residential Opportunity” ...........

a Residential Property investment opportunity in Spain;

“Remuneration and Nomination
Committee”..........................................

“Residential Property” ................................
“Residential Property Co-Investment
Opportunity” ........................................

“Residential Property Investment ”
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the remuneration and nomination committee of the Company as described
in section 8.3 of Part IX (Directors and Corporate Governance) of this
Prospectus;
first-home residential properties across Spain. For the avoidance of doubt,
Residential Property does not include second-home residential properties;

any Residential Property investment undertaken by the Investment
Manager;
an investment (either directly or indirectly via equity investment) in first168

home residential properties across Spain. For the avoidance of doubt,
Residential Property Investments do not include (i) investments in secondhome residential properties, or (ii) any debt or other credit based
investments with respect to any first-home residential properties across
Spain;
“RIAIF” ......................................................

Retail Investor AIF;

“RICS” ........................................................

the Royal Institution of Chartered Surveyors;

“RSA” .........................................................

The New Hampshire Revised Statutes Annotated, 1955;

“Rule 144A” ...............................................

Rule 144A under the US Securities Act;

“SAREB” ....................................................

the Spanish Company for the Management of Assets Proceeding from
Restructuring of the Banking System (Sociedad de Gestión de Activos
procedentes de la Reestructuración Bancaria);

“Shareholder” .............................................

a holder of Ordinary Shares in the Company;

“Shareholder Return” ..................................

the sum of (A) the change in the EPRA NAV of the Company during such
year less net proceeds of any issues of Ordinary Shares during such year
and (B) the total dividends (or any other form of remuneration or
distribution to the shareholders) that are paid in such year;

“Shareholder Return Outperformance” .......

the amount in euro by which the Shareholder Return for a given year
exceeds the Shareholder Return that would have produced a 10%
Shareholder Return Rate in such year;

“Shareholder Return Outperformance
Rate” ....................................................

the extent to which a Shareholder Return Rate exceeds 10%;

“Shareholder Return Rate” .........................

the Shareholder Return for a given year divided by the EPRA NAV of the
Company as of 31 December of the immediately preceding year;

“Similar Law” .............................................

any federal, state, local or non-US law that is similar to the prohibited
transaction provisions of section 406 of ERISA and/or section 4975 of the
Code;

“SOCIMI” ...................................................

Listed Corporation for Investment in the Real Estate Market (Sociedad
Anónima Cotizada de Inversión en el Mercado Inmobiliario);

“SOCIMI Act” ............................................

Spanish Law 11/2009, of 26 October, as modified by Spanish Law
16/2012, of 27 December;

“SOCIMI Regime” or “Spanish
SOCIMI Regime” ................................

Spanish legal provisions applicable to a Spanish SOCIMI pursuant to the
SOCIMI Act;

“Sole Bookrunner”......................................

J.P. Morgan;

“Spain”........................................................

the Kingdom of Spain;

“Spanish GAAP” ........................................

Royal Decree 1514/2007, of 16 November 2007, approving the Spanish
General Accounting Plan (Plan General de Contabilidad) and sector
specific plans, if applicable, and Royal Decree 1159/2010, of 17 September
2010, approving the Rules for the Preparation of Consolidated Annual
Accounts;

“Spanish Corporate Governance Code”......

the Spanish Unified Good Governance Code of Listed Companies (Código
Unificado de Buen Gobierno de las Sociedades Cotizadas);

“Spanish Companies Act” ..........................

the consolidated text of the Spanish Companies Act adopted under Royal
Legislative Decree 1/2010, of 2 July; as amended;
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“Spanish Stock Exchanges” ........................

the Madrid, Barcelona, Bilbao and Valencia stock exchanges;

“subsidiary” ................................................

shall be construed in accordance with the Spanish Companies Act;

“subsidiary undertaking” ............................

shall have the meaning given by the European Communities (Companies:
Group Accounts) Regulations 1992;

“Subscription Date” ....................................

the date on which the Sole Bookrunner, in its capacity as prefunding bank,
will subscribe and pay for the Placing Shares and the Investment Manager
Subscription Shares in the name and on behalf of the final subscribers, and
the Anchor Investor will subscribe for the Anchor Investor Subscription
Shares (i.e., 5 March 2014);

“Substantial Shareholder” ...........................

a shareholder that holds a stake equal or higher than 5% of the share capital
of the Company and either (i) is exempt from any tax on the dividends or
subject to tax on the dividends received at a rate lower than 10% (for these
purposes, final tax due under the Spanish Non Resident Income Tax Law is
also taken into consideration) or (ii) does not timely provide the Company
with the information evidencing its equal or higher than 10% taxation on
dividends distributed by the Company in the terms set forth in the ByLaws;

“Summary” .................................................

the summary of this Prospectus set out in Part I of this Prospectus;

“Total GAV” ...............................................

the total gross asset value of the assets forming part of the Company’s real
estate portfolio;

“Treaty” ......................................................

income tax treaty between the United States and Spain;

“United Kingdom” or “UK” .......................

the United Kingdom of Great Britain and Northern Spain;

“United States” or “US” .............................

the United States of America, its territories and possessions, any state of
the United States and the District of Columbia;

“US dollars” ................................................

the lawful currency of the United States;

“US Exchange Act” ....................................

the US Securities Exchange Act of 1934, as amended;

“US Holder” ...............................................

a person that is eligible for the benefits of the Treaty, and for US federal
income tax purposes is a beneficial owner of Ordinary Shares that is:
•

a citizen or individual resident of the United States;

•

a corporation, or other entity taxable as a corporation, created or
organized in or under the laws of the United States, any state
therein or the District of Columbia; or

•

an estate or trust the income of which is subject to US federal
income taxation regardless of its source;

“US Investment Company Act” ..................

the US Investment Company Act of 1940, as amended;

“US Securities Act” ....................................

the US Securities Act of 1933, as amended;

“VAT” ........................................................

value added tax.

For the purpose of this Prospectus, references to one gender include the other gender.
Any references to any provision of any legislation or regulation shall include any amendment, modification, reenactment or extension thereof for the time being and unless the context otherwise requires or specifies, shall be deemed
to be legislation or regulations of Spain.
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PART XVII: GLOSSARY OF TECHNICAL TERMS
The following explanations are not intended as technical definitions, but rather are intended to assist the reader in
understanding terms used in this Prospectus.
“economic cycle” ..........................................

the upward and downward movements of levels of gross domestic
product and refers to the period of expansions and contractions in the
level of economic activities around a long-term trend;

“GDP” or “Gross Domestic Product” ...........

the market value of all officially recognised final goods and services
produced within a country in a given period of time;

“industrial and logistics” ...............................

an industrial type real estate asset which may, for example, be used
for manufacturing and distribution operations;

“leverage” or “gearing” ................................

calculated as the borrowings secured on an individual asset as a
percentage of the market value of that asset, or the aggregate
borrowings of a company as a percentage of the market value of the
total assets of the company (also referred to as loan to value or LTV
ratio). In an investment strategy context, gearing refers to the use of
various financial instruments or borrowed capital to increase the
potential return of an investment;

“sqm” ............................................................

square meters;

“occupier market” .........................................

the office, industrial and retail market;

“syndicated real estate investments” .............

real estate investments held by a group of investors who jointly invest
in one or more real estate assets normally arranged by a financial
institution; and

“yield” ...........................................................

a measure of return on an asset calculated as the income arising on an
asset expressed as a percentage of the total cost of the asset, including
costs.
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Mr. Miguel Pereda, duly authorised pursuant to the resolutions approved by Grupo Lar (in its capacity as sole
shareholder of the Company) on 5 February 2014, and by the Board of Directors of the Company on 6 February 2014,
signs this Prospectus in Madrid, on 12 February 2014.

Lar España Real Estate SOCIMI, S.A.

________________________________
Mr. Miguel Pereda
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