Republic of the Philippines
SECURITIESAND EXCHANGE COMMISSION
SEC Building, EDSA, Greenhills
Mandaluyong City

IMPLEMENTING RULESAND REGULATIONS
OF THE REAL ESTATE INVESTMENT TRUST (REIT) ACT OF 2009

Pursuant to Section 22 of Republic Act No. 9856, An Act Providing the Legd Fram k for
Real Estate Investment Trust, the following Implementing Rules and Regulation er

promul gated.
Rule 1 - Title of Rules (Q
ations

These Rules shall be referred to as the " Implementing Rules and R epublic Act
No. 9856, otherwise known as the Real Estate Investment Trust Q ®f 2009" or the

"REIT Rules."
°
Rule2 - Objectiv\/
i

These Rules are promul gated consistent with the of the State to promote the
development of the capital market, demoeratize adening the participation of
Filipinos in the ownership of real estatedn , USe the capital market as an

instrument to help finance and develop inf\; jects, and protect the investing public.
shall adhere as closely as possible to the
efinition of Terms Used in the Rules

R N
Whenusedint R ulation, the term -

a "Act' m Republic Act No. 9856 otherwise known as the Act Providing the Legal
Fr rk for Estate Investment Trust.

The implementation and appli
attainment of the foregoi n%)ol [

b. is&" means alawyer, accountant, auditor, financial or business consultant, and
C persons rendering professiona advisory servicesto REIT.

c. "Affiliate" means a corporation that directly or indirectly, through one or more
intermediaries, is controlled by, or is under the common control of, another corporation,
which thereby becomes its parent corporation.

d. "Associate” of aperson includes:

i. Any relative of such person within the fourth (4th) degree of consanguinity or
affinity; and



ii. Any company in which he/she and his/her relative within the fourth (4th)
degree of consanguinity or affinity, directly or indirectly, has an interest of
twenty-five percent (25%) or more.

e. "BIR" means the Bureau of Internal Revenue.
f. "BSP" means the Bangko Sentral ng Pilipinas.
g. "Cash Equivalent Items' means instruments or investments that are highly [iguid and
marketable and are considered good as cash, including savings and/or tim

or foreign currency denominated) maintained with any duly licensed ugi
commercia or thrift bank that has passed the accreditation process of % anager.

h. "Code of Corporate Governance' means the Revised Code of C% overnance
issued by the Commission on 22 June 2009 and made effecti(e on 15 2009; and as

may be amended by the Commission. ) J

i. "Commission” or "SEC" means the SecuritieSan ommission of the
Philippines.

j. "Constitutive Documents' means t‘heAr i % oration and By-Laws of aREIT.
k. "Control" existsin favor of a par n it has the power to direct or
govern the financia and opgrating i enterprise so as to obtain benefits from
its activities. Control is pr hen the parent owns, directly or indirectly,
through subsidiaries, m 1/2) of the voting power of an enterprise,
unless, in exception&l cir it can clearly be demonstrated that such ownership

does not constitute cogtrol. trol also exists even when the parent owns one half (1/2)
enterprise when thereis power:

or less of the votin of
i one half (1/2) of the voting rights by virtue of an agreement
with i pvesto
Tod

or govern the financial and operating policies of the enterprise under

equivalent governing body; or

te or an agreement;
@, To appoint or remove the mgority of the members of the board of directors or

iv. To cast the majority votes at meetings of the board of directors or equivalent
governing body.

|. "Corporation Code" refers to Batas Pambansa Bilang 68, otherwise known as the
Corporation Code of the Philippines.



m. "Deposited Property” means the total value of the REIT's assets reflecting the fair
market value of the total assets held by the REIT.

n. "Distributable Income" means net income as adjusted for unrealized gains and
losses/expenses and impairment |osses, and other itemsin accordance with
internationally accepted accounting standards. Distributable income excludes proceeds
from the sale of the REIT's assets that are re-invested in the REIT within one (1) year
from the date of the sale.

0. "DST" means Documentary Stamp Tax imposed under Title V11 of the

p. "Exchange" means any entity registered with the Commission as a w ge
pursuant to the Securities Regulation Code. (
g. "Fund Manager" refers to the person engaged by the REI I(o perfo‘

enumerated in these Rules.
r. "Income-generating Real Estate" meansred pop%% held for the purpose of
1

ch functions

generating aregular stream of income such as, but\gotimited to, rentals, toll fees, user's
fees, ticket sales, parking fees and storage f '

S. "Independent Director" means e qualifications and none of the
disqualifications of an independent @i | in the Securities Regulation

Code and its Implementing Rules X S.
sof.the REIT that can be placed in investment vehicles

ate, as allowed under these Rules.

t. "Investible Funds"' ref:
other than income—%ener

Investor Securities.

u. "Investor" meanK ner
v."Inv @ eans shares of stock issued by a REIT or derivatives thereof.

w. "ManagediEunds” means any arrangement whereby funds are solicited from the
investing publicvand pooled for the purpose of investing in securities duly registered

::Q ed by the appropriate regulatory agency of the government for investment
r

eiflyestment by the REIT.

"Material Contract” refers to an agreement or arrangement where the amount involved
least five percent (5%) of the Deposited Property of the REIT or which is not entered
into in the ordinary course of business of the REIT: Provided, however, That the
following shall be deemed a Material Contract regardless of the amount:

I. Related Party Transactions as defined in these Rules,

ii. Agreements between the REIT and Fund Manager;



iii. Agreements between the REIT and Property Manager;

iv. Agreements between and among shareholders relating to the transferability of
the shares of stock of the REIT, control of the REIT and voting rights over shares
of stock of the REIT, such as but not limited to, voting trust agreements, pooling
agreements, joint venture agreements, option agreements, and agreements
granting rights of first refusal or conversion rights;

v. Any acquisition or disposition of rea estate by the REIT;

vi. Contracts relating to investments of the REIT,;

vii. Any contract creating mortgages, encumbrances, liens rk% the real
estate of the REIT;

viii. Contract of any nature that limits the decl arati Bution of dividends
by the REIT,;

9
iX. Any contract relating to joint venture, %nsolidation or merger, take-
over or change in Control involving t

X. Any contract that may he &
and/or the price of thel

idly affect the market activity

y. "Net Asset Value" or "N
market values of total
NAYV per share shal‘be C
REIT.

justed net asset value reflecting the fair
efunds held by the REIT, less total liabilities.
Ividing NAV by the total outstanding shares of the

Ncome as determined under the Philippine Financial
S).

z. "Net Income"
Reporti an

aa "NIRC" s the National Internal Revenue Code of 1997, as amended.

bsOv Filipino Investor" refersto an individual citizen of the Philippineswho is
g alroad, including one who has retained or re-acquired his Philippine citizenship

un ublic Act No. 9225, otherwise known as the " Citizenship Retention and Re-

gsition Act of 2003".

cc. "PAS" means Philippine Accounting Standards.

dd. "Parent" means a corporation which has control over another corporation, directly or
indirectly, through one or more intermediaries.

ee. "PFRS" means Philippine Financia Reporting Standards.



ff. "Principal Officer" means the chairman of the board of directors, president, chief
executive officer, chief operating officer, treasurer, chief financial officer, corporate
secretary, vice president, executive vice president, senior vice president, compliance
officer, chief accounting officer, chief investment officer and their equivalent positions,
including consultants with similar rank or position.

0g. "Property Value" means an independent entity engaged by aREIT to valueits rea
estate in accordance with these Rules.

hh. "Principal Stockholder" means a stockholder who is, directly or indir
beneficial owner of more than ten percent (10%) of any class of Invest r the
REIT.

ii. "Public Shareholder" means a shareholder of a REIT other thanwo INg persons
(non-public shareholders):

i. The Sponsor/Promoter of the REIT;

9
ii. A director, Principal Officer or Princi %jer of the Sponsor/Promoter
of the REIT;

ockholder of the REIT;

iii. A director, Principal

iv. An associate of adirect
REIT or its Sponsor ,

ficer or Principal Stockholder of the

v.A Rd ate(kCorp n tothe REIT or its Sponsor/Promoter; and
vi. Any per 0 holds legal title to the shares of stock of the REIT for the
benefit o 3 the purpose of circumventing the provisions of this Act.

3 '- refersto a professiona administrator of real propertieswho is

engaged by to provide the property management services defined under these
Rul

k state Investment Trust” or "REIT" isastock corporation established in

acc e with the Corporation Code of the Philippines and the rules and regulations

Igated by the Commission principally for the purpose of owning income-
generating real estate assets. For purposes of clarity, aREIT, athough designated as a
"trust”, does not have the same technical meaning as "trust”" under existing laws and
regulations but is used herein for the sole purpose of adopting the internationally
accepted description of the company in accordance with global best practices.

II. "Real Property” shall have the same definition as"Immovable Property" under Article
415 of the Civil Code of the Philippines. Real estate, when used in this Act, shall have the
same meaning as real property.



mm. "REIT Plan" refers to the plan, including its amendments, of the REIT registered
with and approved by the Commission.

nn. "Real Estate-Related Assets' mean:
i. Debt securities and listed shares issued by listed property companies; or

ii. Other funds and assets, including personal property, incidental to the ownership
of real estate.

00. "Related Corporation” means the Parent, Subsidiary or Affiliate of [T

of such persons; ]

ii. The Sponsor/Promoter of the REIT; ® &

iii. The Fund Manager of the REIT; \

iv. The Adviser of the RERT® Q

V. The Property M ager‘o x

vi. A director, %a or Principal Officer of the Sponsor/Promoter
of the REITfun operty Manager, or associate of any such
persons; and

vii. Rel %on to the REIT, the Fund Manager or the Property Manager.

ion Code" or "SRC" refers to Republic Act No. 8799, otherwise

pp. "Related Party" includes: (
i. A director, Principal Officer or Principal Stockhol@e or associate

Reg
rri . §ponsQr/Promoter” means any person who, acting alone or in conjunction with one or
mo persons, directly or indirectly, contributes cash or property in establishing a

ss. "Subsidiary” means a corporation more than fifty percent (50%) of the voting stock of
which isowned or controlled, directly or indirectly, through one or more intermediaries,
by another corporation, which thereby becomes its parent corporation.

tt. "Synthetic Investment Products' are derivatives and other securities created
exclusively out of one or more financia instruments to simulate the returns of the
underlying assets or indices of asset values, including, but not limited to warrants,



options, interest rate derivatives, currency derivatives, equity derivatives and credit
derivatives such as credit-linked notes, collateralized debt obligations, total return swaps,
credit spread options and credit default options.

uu. "Taxable Net Income" means the pertinent items of gross income specified in Section
32 of the NIRC, less al allowable deductions enumerated in Section 34, of the NIRC,
less the dividends distributed by a REIT out of its Distributable Income as of the end of
the taxable year as: (@) dividends to owners of the common shares; and (b) dividendsto

owners of the preferred shares pursuant to their rights and limitations specifiegfig the
Articles of Incorporation of the REIT.

Rule 4 - Real Estate I nvestment Trust Q

Section 1. Investment in the REIT.
REIT.
9

1.2 A REIT may provideinits Articles of Incorporation t of shares of sock
enumerating therein their respective features.
1.3 No shares of stock of the REIT shall ke ®ff iption or sale to Public
Sharehol ders except in accordance with@ ist with and approved by the
Commission. The REIT Plan shall take thégl spectus. It shall contain the following
information:

a. investment poIiC)‘ res%' rategy of the REIT;

b. discussion on th ess plan for property investment and management covering the

scope and type of, meRts made or intended to be made by the REIT, including the
2(e, leisure, residentia, commercial, or industrial);

1.1 Investment in aREIT shall be by way of subscription to or p% Rares of stock of the

er and competitive conditions of all real estate now held or intended to
REIT and how such real estate meets the established criteriafor

i. demographics;
ii. state of the economy, economic risks and foreign exchange risk;
iii. political risks;

iv. legal risks and tax considerations;



v. policies that affect property investments and property sales,
vi. overview of the property market;

vii. analysis of the specific property sector and the competitive dynamicsin the
rental market;

viii. operational reguirement; and
iX. rules and regulations governing property ownership and tenan

e. terms and conditions of the arrangements or agreements that have b% into by

the REIT for it to own legal and beneficid title over specific propefty, benefits
and risks of such arrangements including but not limited to, any agratian ed issues, if
any,

)
f. transaction history of the relevant property in thet mediately preceding
the date of the valuation report included in the REI .

g. any proposed program with timetable for refiovig improvement to thereal estate,
' inancing to be used;

h. the operating date of each of the ‘ |udimg the occupancy rate, number of
tenants and its mix in terms of occ PDlisi ness, principal provisions of the leases,
average annual rental per x schedule of lease expirations for the next
three (3) years,

i. the borrowing poh‘q&dt method or proposed method of operating and financing
of the REIT;

the real estate invex
j- Where gédl esl %o quired are to be financed (wholly or in part) through
etal he borrowings must be disclosed including, but not limited to, the
m/period and nature of the borrowings and the interest rate to be paid by

3 risks involved with respect to borrowings;

k. resin place to mitigate or minimize risks relating to the investment and
W ent of real estate owned by the REIT,;

. the dividend policy;

m. the insurance arrangement for the assets of the REIT,;

n. the exit strategy in the event of divestment (including the exit from any joint ownership
arrangement), factors and risks which may impact or act as an impediment to an exit, and
the contingency plan;



0. details of transactions or agreements entered into with related parties;

p. full particulars of the nature and extent of the interest, if any, of any director of the
REIT, the Fund Manager, the Property Manager or any Related Partiesto the REIT, in
the property owned or proposed to be acquired by the REIT; and where the interest of
such adirector consistsin being a partner in a firm, the nature and extent of the interest in
the firm, with a statement of all sums paid or agreed to be paid to him or the firm for
services rendered to the REIT,;

g. functions, duties and responsihilities of the Property Manager and the F; er
and, where applicable, shareholding of the Property Manager and/or t erin
the REIT,;

r. corporate information on the Property Manager, including numbenof inreal
estate/property management or alternatively, information on@wo (2) r nsible officers
who have at least five (5) years track record in real estat §1agement, total
assets under management, staff strength, resources, inter ntrals and risk
management system; ®

s. information on the directors and Princi paI Property Manager,

highlighting the academic and/or professi
possessed by the respective perso &

on aswell as experience

t. corporate information on the Fu wcluding number of yearsin fund
management, total assets un t, st strength, internal controls and risk
management system;

u. information on the and Principa Officers of the Fund Manager, highlighting
the academic and/ on gualification as well as experience possessed by the

respective perso Y

V. details feesto be paid by the REIT, such as property management fees
and fund m ement fees. The fees paid to the Property Manager and the Fund Manager
early'stated and shall include: (i) the percentage rate to be paid by the REIT;
1s.0n which the property management fee is calculated; and (iii) anillustration
feeiscalculated,

es, designation and the direct and indirect shareholdings in the REIT of
Promoters, Principal Shareholders, directors, Principal Officers and principal officers of
the Property Manager and the Fund Manager;

X. disclosure on how the proceeds of the public offering and any other fundsraised in
connection with the public offering will be utilized with timetable; and

y. pro-formafinancia statements which shall include information on Net Asset Vaue
and Net Asset Value per share before listing and after the proposed public offering.



1.5 In order to be valid, any material amendment to the REIT Plan shall be approved by the
Commission. Any amendment to the Plan shall be effective only upon compliance with the
requirements rel ative to said amendment/s.

Section 2. Registration and Listing. The shares of stock of the REIT shall be registered with the
Commission in accordance with the SRC and listed in accordance with the rules of the

Exchange.

Section 3. Nationality Requirement. A REIT that owns land located in the Philippin st
comply with foreign ownership limitations imposed under Philippine law.

percent (90%) of its Distributable Income as dividends to its shareholdersfno than the
last working day of the fifth (5th) month following the close of the fiscal y REIT
subject to the following:

Section 4. Dividend Distribution. A REIT shall distribute annually, atotal of %’ y
t
of

) )

etaméd earnings of the
However, the retained
for distribution under the

(a) The dividend shall be payable only from the unr
REIT as provided for under Section 43 of the Gerp

by at least a mgjority of the entire membetship'e bOard of directors, including the
unanimous vote of al Independ f IT; provided finally, once the
purpose of the restriction is accogph all immediately cancel the
restriction and distribute the corr ed earnings upon majority vote of the

respect to any class of stock to be received by the
dividends with respect to that class of stock distributed by

Public Shareholderstq thet
the REIT from out gfitS\Distributable Income must not be less than such percentage of
their aggregate ip'ef the total outstanding shares of the REIT with respect to that

class of K. re, arrangement or provision which would have the effect of
diminishing o enting in any form this entitlement to dividends shall be void and
of no force and effect.

e distributable as dividend by the REIT shall be based on the audited

( e

fi a Statements for the recently completed fiscal year prior to the prescribed

di n. The audited financial statements of the REIT shall present a computation of
istributabl e dividend taking into consideration requirements under the provisions of

theAct and this Rule. However, the audited financial statements shall not be required

before the REIT can distribute quarterly and/or semi-annual dividends; provided, the

REIT has reasonable grounds to believe that the maximum dividends that it may

distribute in such fiscal year shall not be more than its Distributable Income based on its

audited financial statements for such fiscal year, as provided above.

(b) The percentage of div

(d) A REIT may declare either cash, property or stock dividends. Provided that, in
addition to the requirements of the Corporation Code, the declaration of stock dividends



must be approved by at least a mgjority of the entire membership of the board of
directors, including the unanimous vote of all independent Directors of the REIT and
subject to approval of the Commission within five (5) working days from receipt of the
request for approval. If the Commission does not act on said request within such period,
the same shall be deemed approved.

(e) Distributable income excludes proceeds from the sale of REIT's assets that are re-
invested by the REIT within one (1) year from the date of the sale. Gain from the said

sale shall, however, form part of the distributable income.
(f) Theincome distribute by the REIT shall be adjusted by deducting t
unrealized or non-actual gains and losses:

(i) Unrealized foreign exchange gains, except those attributalgle t and cash
equivaents;

)

(i) Fair value adjugment or the gains arising kbo—market valuation
which are not yet realized; ®

(iii) Fair value adjustment of investm tywesulting to gain;

(iv) The amount of recognizéd d that reduced the amount of
income tax expense and N inceme and retained earnings, until

realized;

Nfrom any of the prescribed accounting standard

(V) Adjustment

which resultéto g

(vi) Other ized gamns or adjustments to the income as aresult of certain
transacti ou for under the Philippine Financial Reporting Standards.

|osses that are allowed to be added back to distributable income
shall belimi following items:

reciation on revaluation increment (after tax);
%) Adjustment due to from any of the prescribed accounting standard which
resultsto aloss;
(iii) Loss on fair value adjustment of investment property (after tax).

Section 5. Requirement. The REIT shall comply with the following requirements:

5.1 Body Corporate.




a. Minimum Public Ownership. A REIT shall be a public company and to be considered
assuch, aREIT shal: (a) maintain its status as a listed company; and (b) upon and after
listing, have at |east one thousand (1,000) Public Shareholders each owning at least fifty
(50) shares of any class of shares, and who, in the aggregate, own at least one-third (1/3)
of the outstanding capital stock of the REIT.

A REIT shall, from the time of incorporation, issue shares to, or record the transfer of all
its shares into the name of shareholders, investors or, securities intermediary in the form

of uncertificated shares. It shall engage the services of aduly licensed transf t to
monitor subsequent transfer of the shares. Said registrar shall ensure that e
traceabl e to the names of the shareholders or investors and for their ow, i ot

for the benefit of any of the non-public shareholders.

The shares may be registered under a nominee and the nominee shall, make available to
the transfer agent the names of the shareholdersin such frequency as be necessary

for the transfer agent to performits basic functions.

Compliance with the minimum public ownershilp regii %der this section shall be
duly certified by the transfer agent upon listing, f fecorthdate for any dividend
proval and other relevant

declaration or any corporate action requiring

times as may be required by the Cor2mi '

b. Capitalization. A REIT shall &p up capital of Three Hundred
e

incorporation which can either bein

Million Pesos (Php300,000,000.0
cash and/or property.
c. Independent Dire%t e-third (1/3) or at least two (2), whichever is higher,

ors.
of the board of dir s of aREIT snall be independent directors.

an knce. As apublic company, the REIT shall have such
] erfiance structure that is consistent with the Revised Code of

d. Organization
i zati OV
% and pertinent provisions of the SRC and its IRR. The REIT shall

IT shall not exceed ten percent (10%) of the net income before regular
me tax of the REIT during the immediately preceding taxable year, and shall be
the disclosure requirements of PAS 24.

5.3 Fund Manager and Property Manager Fees. The REIT shall engage a Fund Manager and a
Property Manager in accordance with these Rules. The fees received by the Fund Manager and
the Property Manager from the REIT shall not exceed one percent (1%) of the Net Asset Value
of the Assets under their respective management.



Section 6. Functions of the REIT. Unless otherwise stated in these Rules, the REIT shall have all
of the powers of a corporation under the Corporation Code, and shall perform al of the functions
of a corporation, except those expressly delegated under these Rules to the fund Manager and to
the Property Manager, and those that are necessary such as but not limited to the following:

a. appoint a Fund Manager, a Property Manager and a Property Vauer;

b. ensure that the financial and economic aspects of the REIT are professionally managed
in the interest of the shareholders and creditors.

c. formulate the annual investment strategy and policy of the REIT in [
the REIT Plan;

d. determine the annual borrowing limit of the REIT, in accordanc% EIT Plan;

with the investment objective indicated in the REIT
9

f. implement appropriate policies and conduct_ dux eviews such that

e. determine the acquisition and disposition plan of real Q Pesin accordance

investments are made only after careful and igations by the REIT;

g. formulate dividend payment sc I

®
h. maintain or cause to be mpaintai ks and records of the REIT and cause
the preparation of the REIT'SWi i ents;
I. ensure that all documen n to the REIT (excluding documents containing

upon r older or creditor upon payment of areasonable fee;
j. ensure compliance with any applicable laws, rules, codes or guidelines issued by
gov tal departments, regulatory bodies, exchanges or any other relevant

o% regarding the activities of the REIT or its administration; and

K. n and implement investor relations procedures whether online or otherwise to

gueries and complaints.

In no case shall the REIT perform quasi-banking functions without the requisite license issued by
the BSP.

Rule5- Allowable I nvestments of the REIT

Section 1. Allowable Investments. A REIT may only invest in:



1.1 Redl estate.

a. A REIT may invest in real estate located in the Philippines, whether freehold or lease
hold. At least seventy-five percent (75%) of the Deposited Property of the REIT shall be
invested in, or consist of, income generating real estate. Deposited Property that should
be invested in Income-generating Real Estate |ocated in the Philippines shall in no case
be less than 35% of the Deposited Property.

b. A REIT may invest in income generating rea estate located outside of the
Provided, that such investment does not exceed forty percent (40%) of its
Property and only upon special authority from the Commission. The C
issuing such authority shall consider, among others, satisfactory proof

domestic specia purpose vehicle constituted to hold/ow ,§ij ect to the
conditions provided under these Rules.

®
d. Acquisition of areal estate shall include the o %aﬂ rights, interests and
benefits related to the ownership of the real

e. Therea estate to be acquired by, the ave agood track record for three 3

years from date of acquisition. ¢ \
1.2 Redl estate-related assets, wher \ or securities are incorporated, located,
issued, or traded.
3 f the
vicl

of assetsisfair and reasonable. &a
c. Aninvestment in real estate may be by way of direct own%r eholdingina

1.3 Evidence of indebtedn ublic of the Philippines and other evidence of
indebtedness or obligationex% and repayment of which are fully guaranteed by the
Republic of the Philipplaes, Such as, but not limited to, treasury bills, fixed rate treasury notes,
retail treasury s, ( inated either in Philippine or in foreign currency) and foreign
currency linked

1.4 Bonds her ence of indebtedness issued by:

a overnment of any foreign country with which the Philippines maintains
c relations, with a credit rating obtained from a reputabl e credit rating agency or

regit rating agency acceptable to the Commission that is at least two (2) notches higher
that of ROP bonds; and

b. supranationals (or international organizations whose membership transcends national
boundaries or interests, e.g. International Bank for Reconstruction and Devel opment,
Asian Development Bank).



1.5 Corporate bonds of non-property privatel y-owned domestic corporations duly registered with
the Commission with a current credit rating of at least "A" by an accredited Philippine rating

agency.

1.6 Corporate bonds of aforeign non-property corporation registered in another country provided
that the said bonds are duly registered with the Commission and the foreign country grants
reciprocal rightsto Filipinos.

1.7 Commercia papers duly registered with the Commission with a current investm ade
credit rating based on the rating scale of an accredited Philippine rating agency imexof
investment.

1.8 Equities of a non-property company listed in alocal or foreign stock
these stocks shall be issued by companies that are financially stable, activ

good track record of growth and have declared dividends for the pﬁ(‘

1.9 Cash and Cash Equivaent Items. %
9

1.10 Collective investment schemes duly registered with Xm iSSion or organized pursuant
0

to the rules and regul ations of the BSP; provided howeve the collective investment
schemes must have atrack record of performanceg above the median performance
of pooled funds in the same category as appearing
Net Asset Value Per Unit of the Collective faves
investment schemes may be allowed provi
track record in managing pooled fu

Mee units; and (ii) new collective
d manager has at least athree (3) year

1.11 Offshore mutual fundgwith s atgeptable to the Commission.
1.12 Investments of the R

accordance with the requi
amendmentsth ,

| be Fecognized and measured in itsfinancial statementsin
ents'ef the PFRS and the applicable interpretations or any

a Invegm rope

b.4Fi ssets (PAS 39, PFRS 7 and related standards);
w%nents in Associates (PAS 28);

d. fnv

estments in Subsidiaries (PAS 27);

(PAS 40 and related standards);

e. Interestsin Joint Ventures (PAS 31);
f. Noncurrent Assets Held for Sale and Discontinued Operations (PFRS 5);

0. Leases (PAS 17).



1.12 Synthetic Investment Products, provided that: (i) Synthetic Investment Products shall not
constitute more than five percent (5%) of the Investible Funds of the REIT, (ii) the REIT shall
avail of such Synthetic Investment Products solely for the purpose of hedging risk exposures of
the existing investments of the REIT; (iii) the Synthetic Investment Products shall be accounted
for in accordance with PFRS; (iv) the Synthetic Investment Products shall be issued by
authorized banks or non-bank financial institutions in accordance with the rules and regulations
of the BSP and/or the SEC; and (iv) the use of Synthetic Investment Products shall be disclosed
in the REIT Plan and under special authority from the SEC.

Section 2. Property Development. A REIT shall not undertake property develop tIVities
whether on its own, in ajoint venture with others, or by investing in unlisted p

development companies, unless: (i) it intends to hold in fee ssmple the develo ty for at
least three (3) years from date of completion ; (ii) the purchase agreement property is

made subject to the completion of the building with proper cover for constructio s, (iii) the
development/construction of real state shall be carried out of terms which the available for

the REIT and which are no less favorable to the REIT than an ar, tfansaction between
independent parties; and (iv) the prospects for the real estate pketfon can be reasonably
expected to be favorable. Q §

en and investmentsin
erCent (10%) of the Deposited

Section 3. Leasehold Property. Where al roperty is acquired, the consent of the
regulatory authority to transfer the ined. The lease shall be registered |lease.

The total contract value of property development actj
uncompl eted property devel opments should not e
Property of REIT. A

Section 4. Encumbrances. Unl disclosed, all real estate shall be free from al
encumbrances at thetime 0 %jsj n, except for charges entered by financial institutionsin
for

relation to loan facilities construction or acquisition, except for charges entered
by financia institutionsj
of thereal estat §

io
anceAll red estate acquired by REIT shall be insured for their full replacement
value, including loss ofgental, where appropriate, with insurance companies approved by the

loan facilities extended for the construction or acquisition

Sect . Entity Limit. Not more than fifteen percent (15%) of the Investible Funds of the
REIT Invested any one issuer's securities or any one managed fund, except with respect
to the Philfppine government securities where the limit is twenty -five percent (25%).

Section 7. Foreign Assets. A REIT may invest in local or foreign assets, subject to the terms of
its Constitutive Documents and specific provisions of these Rules. Where an Investment in a
foreign rea estate asset is made, the REIT should ensure that the investment complies with all
the applicable laws and requirementsin that foreign country, such as, but not limited to foreign
ownership restrictions, if any, and requisites of having good and valid title to the real
estate.lavwwphil



Section 8. Aggregate Leverage Limit. The total borrowing and deferred payments of aREIT
should not exceed thirty five percent (35%) of its Deposited Property; Provided, however, that
the total borrowings and deferred payments of a REIT that has a publicity disclosed investment
grade credit rating by a duly accredited or internationally recognized rating agency may exceed
thirty-five percent (35%) but not more than seventy percent(70%) of its Deposited Property.
Provided, further that in no case shall a Fund Manager, borrow for the REIT from any of the
funds under its management.

Section 9. Related Party Transactions. Any contract or amendment thereto, betweenghe REIT

and Related Parties, including contracts for services, shall comply with the followi iMgaum
requirements:
ion

a. Full, fair, timely and accurate disclosures on the identity of the i%
relationship with the REIT, and other important terms and conditioRs of ransact

have been made to the Exchange and the Commission;

)
b. Be on fair reasonable terms, including the contract pri %%
9 { %
I

c. Approved by at least amagjority of the entire mé&yb f the board directors,
including the unanimous vote of al independent @i of the REIT;

acquisition or disposition of real assets and property or share swaps or similar
transactions; and

e. Any other matter that ialy relevant to a prospective investor in deciding

whether or not to invegt int EIT.
Section 10. Valuation. %on of aREIT's assets shal be conducted by an independent
it

Property Valuer gluly by the Commission, at least once ayear. NO valuer shall value

the same REIT hree (3) consecutive years. Subject to a curing period of three (3)
years, the REIT mayshowever, re-engage the services of said property valuer. The Valuation
Report, including the standards of asset valuation and valuation methodol ogy shall be disclosed
inthe A of the REIT.

Section 11 rds. All procedures and processes followed, and decisions made in relation to

whethergr pet to invest in a particular property shall be fully, property and clearly documented
by the REIT, the Fund Manager and Property Manager, as may be applicable.

Section 12. Reportorial and Disclosure Requirements.

12.1 Requirements. The REIT shall comply with the reportorial and disclosure requirements
prescribed by the Corporation Code, the SRC and the relevant Exchange. The BIR shall likewise
be furnished copies of the reports herein prescribed. At the minimum, the REIT shall disclose the
following information in its Annual, Quarterly Current Report:



a Material Contracts as defined under Rule 3 (v);
b. Breach of the borrowing limit of REIT and how and when to address said breach;
C. Investment of REIT,;

d. A proposed change in the Fund Manager, Property Manager, Vauer or auditor of the
REIT, and the reasons therefore,

e. Vauation of the real estate properties of the REIT, including the valuati
methodology used therefore;

f. Material changes in the income stream of the REIT; @

g. Material changesin the REIT's financial forecast; .

h. Any fee received by any party relating to the acqui 'ti%;siti on of the real
estate of the REIT; )

i. Giving or receiving a notice of intention to
venture, takeover or spin-off involvi gg th

erger, consolidation, joint

j- Any modification of the rightsef
and the corresponding effect of su [
k. Any declaration of ¢ jdend,
rights by the REIT;‘

|. Appointment of m%: liQuidator for the REIT;

m. Lo r pr% which amount to at least (5%) of the value of the Deposited

Property

n. Oﬁ y event of dissolution with details in respect thereto;

o% sthat might seriously impair the business activities of the REIT;
M development activity undertaken by the REIT, including the essential details

thereof;

g. Direct and indirect ownership of directors and Principa Officersin the securities of the
REIT;

lass securities issued by the REIT
upon the rights of the holders,

dividend. Property dividend and pre-emptive

r. Any amendment to the Constitutive Documents of the REIT;

s. Any major change in accounting policy of the REIT; and



t. Any planned acquisition of outstanding shares or disposition of treasury shares of the
REIT;

u. Summary of real estate transactions entered into during the period, including the
identity of the parties, the contract price and their valuations, including the methods of
valuation;

v. Summary of the REIT'sreal estate assets, including the location of such assets, their
purchase prices and the latest valuations, rentals received and occupancy rat
remaining terms of the REIT's leasehold properties; and

w. Comparative summary to the financial performance of the REIT fo periods.

12.2 Failure of Compliance. Failure to comply with reportorial and disclo r ements shall
subject the REIT to the applicable penalties under the Securities Re%op and therules
of the relevant Exchange, without prejudice to the filling of the ministrative, civil
and/or criminal action under the REIT Act of 2009 or existi IQ

9

Rule6 - Fund Man%
Section 1. Fund Manager. A REIT shall appoint % er who shall be independent of

the REIT, its promoter/s or sponsor/s.
9

Section 2. Organization and Requifement d Manager shall subject to the following
minimum requirements: \
21.1 1t shall be registered cgrpo%j ly licensed by the appropriate Philippine regulatory
agency engage in the business of funel management. If the Fund Manager is atrust entity, it shall
be covered by existing B and régulations governing trust entities and regul ations which
the BSP may from tim [ . (i) with at least athree (3) year track record in the area of
fund managem IR@ance, or other relevant finance related functions; and (iii) a
minimum paid - capital in the case of foreign corporation, of One Hundred Million
.00) or its equivalent in foreign currency which shall remain unimpaired
ise, an additional capital infusion shall be made within three (3)
ch impairment; (iv) with sufficient human, organizational and technical

t

21.2 Its office in the Philippines shall have a meaningful rolein its business activities and must
perform accounting, compliance and investor relations services in the Philippines;

21.3 Its chief executive officer or trust officer shall be resident of the Philippines, and its two (2)
full-time and qualified professional employees shall have atrack record and experiencein
financial management as well as experience in the real estate industry for at least five (5) years;



Section 3. Functions of the Fund Manager. The Fund Manager shall perform the following
functions.

3.1 Implement the investment strategies of the REIT by: (I) determining the allocation of the
Deposited Property to the allowable investment outlets in accordance with the REIT Plan and the
investment strategy of the REIT; and (ii) selecting income-generating real estate in accordance
with the investment strategy of the REIT.

Notwithstanding the written instructions of the REIT, it shall be the fiduciary respongibility of
the Fund Manager to objectively evaluate the desired investments, and formally theREIT
of its recommendations, even if contrary to the instructions;

3.2 Oversee and coordinate the following activities: property acquisition;
and financia reporting (including operating budgets); appraisal; audits; market r
accounting and reporting procedures, as well as financing and asset @i Spositio

3.3 Cause avaluation of any of the real estate and other properti t IT to be carried out
by the Property Vauer once a year whenever the Fund‘/l% that such valuation is

appropriate;

3.4 Take al necessary measures to ensure: (i) th
as and when an annual valuation report isy
and that such Net Asset Value per unit sh
investment and borrowing limitatiQns set
REIT was authorized are complied Wil i
the REIT are conducted at arm
estate it owns, aswell asto_the ¢
venture or joint arrangem r ts, and any other agreements) entered into on behalf of the
scheme with respect to its d that (v) that the property Manager obtains adequate
property insurance for properties of the REIT from insurance companies approved by the
[ S y of all relevant documents supporting the insurance taken on

% Documentary Requirements.

4.1 The'arrapgement between the REIT and the Fund Manager shall be covered by the written
document entered into by the parties, accompanied by a Secretary's Certificate attesting to the
approval by the board of directors of the REIT of the appropriate resolutions for the: (i)
appointment of the Fund Manager, (ii) the establishment of the account, and (iii) designated of
signatories to the account.

per unit of aREIT s calcul ated
ty Vauer for the relevant period,
in‘the annual reports; (ii) that the
Plan and the conditions under which
sactions carried out by or on behalf of
| timesaREIT has proper legdl title to the real

4.2 The contract between the REIT and the Fund Manager shall comply with the disclosure and
other requirements prescribed for Related Party Transactions. The arrangement between the
REIT and the Fund Manager shall be covered by a written document stating the foll owing:



a. title or nature of contractual agreement in noticeable print;

b. legal capacities, in noticeable print, of parties sought to be covered;
C. purposes and objectives;

d. funds and/or properties subject of the arrangement;

e. distribution of the funds and/or properties;

f. duties and powers of the Fund Manager;
g. liabilities of the Fund Manager; <IQ
h. reports to the REIT, Commission, BIR and Exchange;

)
I. details of any custodianship arrangement; %
9

j. terms, including period of engagement, termin COntractual arrangement and, in
appropriate cases, provision for successor Fu \

k. the exact amount or rate of the g0 0 Fund Manager, provided that the
amount of fees that shall be ch cover the fair and equitable share
of the REIT in the total routine adrfi enses of the Fund Manager such as
salaries and wages, supplies, i ation, collateral appraisal, security,
messengerial and janit vision fees imposed by the relevant regulatory
agency and internal audit HoWever, the Fund Manager may charge the REIT for
specia expenses in Cage suchigxpenses are: (1) necessary to preserve or enhance the
le
e

value of the fund; ( t0’anon-related third party covered by a separate contract,
and (3) disclo shareholders. Provided, however, that in no case shall the
fees coll Manager exceed 1% of the net asset value of the assets under
manag t;
if und ager is atrust entity, a statement in noticeable print to the effect that the

I
f erties are not covered by the Philippine Deposit Insurance Corporation and
t if any, shall be for the account of the REIT; and

losure requirements for transactions requiring prior authority and/or specific
written investment directive from the REIT, court of competent jurisdiction or other
competent authority.

4.3 A copy of the written agreement shall be submitted to the Commission together with the
REIT Plan and the registration statement, and shall be available at the principal office of the
REIT and the Fund Manager during regular office hours, for inspection by any shareholder of
record of the REIT. Upon request, a copy of the written agreement shall be furnished such
shareholder of record, and the cost of reproduction shall be at his own expense.



Section 5. Degree of Care and Diligence. The Fund Manager shall observe the care and
diligence required under these Rules, as follows:

5.1 The Fund Manager shall administer and manage the assets of the REIT with the skill, care,
prudence and diligence necessary under the circumstances then prevailing that a prudent man,
acting in the same capacity and familiar with such matters, would exercise in the conduct of an
enterprise of alike character and similar aims.

5.2 The Fund Manager shal have reasonable and adequate basis for preparing thein ent
recommendation.

5.3 The Fund Manager shall establish, maintain and implement written polici edures
that ensure "best execution™ of trades. To show proof of best execution, thg Fu ager shall
maintain records or quotes from two (2) aternate providers, whenever app I datafrom

made available to the Commission upon request.

5.4 Funds or properties of a REIT managed by a Fund Mar%% be commingled with

the funds of other clients.
5.5 The Fund Manager may only outsource activiti 0 backroom/accounting and
securities custodianship arrangements.

all obtain the required approval for

any reputable source that can best provide abasis for the asset's fair @ ue. S& ecords shall be

5.7 The Fund Manager sh pro with full and accurate information in order to
make an informed investment,decisi@n when approving a transaction or investment
recommendation. The Fun % all promptly transmit/relay to investors al material facts
necessary for them to p) ei Minterest with the knowledge of or reasonably discoverable by
the Fund Managef, p ninformation that could enable clients to make well-informed
decisions.

Section 6. jct of est.

ndyM anager has a material interest in atransaction with or for the REIT, or a
shi ich gives rise to an actual or potential conflict of interest in relation to such

it shall neither advise, nor deal in relation to the transaction unless it has disclosed in
writing that material interest or conflict to the REIT and has taken all reasonable steps to ensure
fair treatment of the REIT.

It shall establish, maintain and implement written policies and procedures on conflict of interest,
particularly to identify and deal with conflicts of interest situations.



6.2 The Fund Manager shal establish, maintain and implement written policies and procedures
to ensure that its research is independent and impartial in order to provide a reasonable and
adequate basis for making investment decisions and taking investment action.

Section 7. Lending and Investment Disposition.

7.1 Management of the Funds. Assets received by the Fund Manager shall be administered in
accordance with the terms of the written instrument signed by the parties.

7.2 Investment Strategy. Prior to making any investment recommendations or car, 0 y
transactions for or on behalf of the REIT, the Fund Manager shall establish ang stagd the
investment objectives, instructions, risk profile and investment restrictions of or this

purpose, the REIT shall, on an annual basis, prepare athree (3)-year inv
for

estments of
cceeding years

consistent with the REIT Plan covering, among others, intended purchases'and di
real and other properties. The REIT shall submit the investment str

t

to the Fund Manager in October of each year. ]
7.3 Discretionary Powers. When the Fund Manager is @ran %ary powersin the
investment disposition of REIT funds, and unless oth i ly enumerated in the
agreement or indenture and directed in writing by th , of competent jurisdiction or
other competent authority, loans and investments | be limited to:
L

o Phi

a. Evidence of indebtedness of the
indebtedness or obligations,the sertic
the Republic of the Philippines;

b. Loans fully guarant
principal and interest.

The specific directives u this subsection shall consist of the following; (i) the
transactionto b ter% b) the party's name; (iii) amount involved; and (iv) collateral, if
any.

i lippines and any other evidence of

ayment of which are fully guaranteed by

ublic of the Philippines as to the payment of

7.4 Transactions Requiting Prior Authority. In addition to requirements of Related-Party

' ided in these Rules, a Fund Manager shall not undertake any of the

jons for the account of the REIT, unless prior to its execution, such transaction
has f losed and specifically authorized in writing or by official electronic
correspApdence by the REIT, court of competent jurisdiction or other competent authority:

a. Lend, sell, transfer or assign money or property to any of the departments, directors,
officers, stockholders or employees of the Fund Manager or their relatives within the first
degree of consanguinity or affinity, or to the related interest of such directors, officers
and stockholders, or to any corporation where the Fund Manager owns at |east fifty
percent (50%) of the subscribed capital or voting stock inits owns at least fifty percent
(50%) of the subscribed capita or voting stock of the Fund Manager;



b. Purchase or acquire property or debt instruments from any of the departments,
directors, officers, stockholders, or employees of the Fund Manager, or their relatives
within the first degree of consanguinity or affinity, or to the related interest of such
directors, officers and stockholders, or from any corporation where the Fund Manager
owns at least fifty percent (50%) of the subscribed capital or voting stock in its own right
and not as trustee nor in arepresentative capacity or to any corporation which owns at
least fifty percent (50%) of the subscribed capital or voting stock of the Fund Manager;

c. Invest in equities of, or in securities underwritten by, the Fund Manager or
corporation in which the Fund Manager owns at least fifty percent (50%)
subscribed capital or voting stock in its own right or to any corporationwhieh owns
least fifty percent (50%) of the subscribed capital or voting stock of t

d. Sell, transfer, assign, or lend money or property from one man 0 another,
except when the investment is in evidence of indebtedness ofithe Rep of the
Philippines or loans fully guaranteed by the Republic of jffes as to the payment
of principa and interest.

9

The disclosure required by this subsection shall consist 0 [[Owing minimum information:
(i) the transactions to be entered into; (ii) identities iesinvolved in the transactions and

thelir relationships; (iii) anount involved; an‘j (iv) rities, if any.
7.5 Funds Awaiting Investments or Distgibtiio el Wy the Fund Manager awaiting
investment or distribution shall not be hel v r undistributed any longer than is
reasonable for the proper managem e'account.
7.6 Order Allocation. . %
| est
|

a. The Fund Man ish, maintain and implement policies and procedures to
ensure fair and equitable alocation of orders among its clients, including the REIT.

C. e the Fund Manager undertakes proprietary trading, the Fund Manager shall, inits
agr t with the REIT, discloseto the REIT the method of selection and determination
rities transacted for the proprietary accounts and client's accounts. The Fund
Manager shall ensure that trades are not directed to benefit its proprietary accounts or any

preferential clients and, for this purpose, shall establish information barriers or firewalls,
closely supervise internal communication to prevent flow of information and maintain the
confidentiality of pending transactions and the holdings of the REIT. Proprietary orders
shall be conducted through a separate licensed representative of the Fund Manager who
shall not be managing the REIT's funds.



d. Where the Fund Manager is part of agroup of companies, which undertake other
financid or real estate/property activities, the Fund Manager shall ensure that thereis an
effective system of functional barriers (firewalls) in place to prevent the flow of
information that may be price sensitive or material and non-public, between the different
areas of operations.

e. The Fund Manager shall establish, maintain and implement written policies and
procedures to ensure that the interest of Related Parties shall not supersede the interests
of the REIT. The Fund Manager shall disclose such policiesto the REIT.

Section 8. Prohibition on Insider Trading/Misuse of Information

8.1 The Fund Manager shall not effect or cause to be effected any transaction n material
non-public or price sensitive information, or where prohibited from dealin ory
restrictions on insider trading. N

cies and procedures
nrelating to the REIT
er'shall ensure that persons

8.2 The Fund Manager shall establish, maintain and implement
to prevent the misuse of material non-public or price s@nsiti
by persons having access to such information. The Fund
having access to such information are aware of such t

8.3 The Fund Manager shall disclose all it&
statutory requirements and shall ensure that\

asrequired by all applicable
aréf such requirements.

Section 9. Confidentiality of Infor

9.1 The Fund Manager shauest maigtain and implement written policies and procedures
to ensure confidentiality of inform relating to the funds and properties of the REIT.
th

9.2 Any information relati unds or properties of the REIT shall not be disclosed to a
third party or aut son, unlessthereisalegal or regulatory requirement to disclose
such information:

Section 10. rts. Fund Manager shall submit the following reports:

The (3)syear investment strategy prepared by the REIT, which shall be due for
submigsio Commission and the relevant Exchange on or before December of every year.

10.2 Quarterly written report on the performance of the REIT's funds and properties, and of the
appropriate benchmarks shall be submitted to the REIT, the Commission, the BIR and the
relevant Exchange within forty five (45) days after the end of each quarter.



Rule 7 - Property Manager
Section 1. Property Manager. The REIT shall appoint a Property Manager who shall be
independent from the REIT, its promoter/s or sponsor/s. A Property Manager shall be considered
independent if it shall comply with the Fit and Proper Rule as herein defined.

Section 2. Minimum Qualifications. The Property Manager shall comply with the following
minimum qualifications:

2.1 It shall possess sufficient human, organizational and technical resources for t

performance of its duties, including two (2) responsible officers each of whol at least
five (5) yearstrack record in property portfolio management, and at least one

responsible officers shall be available at al times to supervise the busines§of t erty
Manager, including asset and property management.

2.2 It shall maintain satisfactory internal controls and written copnphi Seedures.

2.3 It shall have sufficient financial resources at its dispo if"to conduct its business

effectively and meet itsliabilities.

Section 3. Functions of the Property Manager. TheP %
managing all aspects of the real estate o b %
3 P

the following functions in accordance with the
REIT including the following:
a. plan the tenant mix aq p a;
b. formulate and imBI ent ing strategies,
c. enforce tena %5
d. ensure ith government regulations in respect of the real estate under

e 0 ancy administration work, such as managing tenant occupancy and
y anenities, and negotiating with tenants on grant, surrender and renewal of |ease,
ren

iew, termination and re-letting of premises;

anager shall be responsible for
e Property Manager shall perform
ol the investment strategy of the

f. conduct rental assessment, formulating tenancy terms, preparing tenancy agreements,
rent collection and accounting, recovery of arrears and possession;

g. secure and administer routine management services, including security control, fire
precautions, communication systems and emergency management;

h. maintain and manage the physical structures/real properties;



i. formulate and implement policies and programs in respect of building management,
maintenance and improvement; and

j- initiating refurbishment and monitoring such activity.
Section 4. Written Agreement.
4.1 The contract between the REIT and the Property Manager shall be covered by awritten

document entered into by the parties, accompanied by a Secretary's Certificate attestifigto the
approval by the board of directors of the REIT of the appropriate resolutions for ofatment

of the Property Manager.
4.2 The contract between the REIT and the Property Manager must comp wwjisd osure
and other requirements prescribed for Related Party Transactions and musti¥ge Itted to the
Commission together with the REIT Plan registration statement. Th&arrang t between the
REIT and the Property Manager shall be covered by awritten d Mg the following:

a. title or nature of contractual agreement in nofic

b. legal capacities, in noticeable print, of pw@ be covered;

e. duties and powers of y er;

f. liabilities of the Property Manager;

g. reportsto the \

h. termsi ' eriod of engagement, termination of contractual arrangement and,
in appropri , provision for successor Property Manager;

c. purposes and objectives; A
L
d. real properties subject of the arrx}g'
VR

ount or rate compensation of the Property Manager, provided that the
offfees that shall be charged to the REIT shall cover the fair and equitable share
IT in the tota routine administrative expenses of the Property Manager such as
and wages, supplies, appraisals, security, messengerial and janitoria services,
supervision feesimposed by the relevant regulatory agency and internal audit fees.
However, the Property Manager may charge the REIT for special expensesin case such
expenses are: (1) necessary to preserve or enhance the value of the REIT's Deposited
Properties; (2) payableto athird party covered by a separate contract, and (3) disclosed to
REIT's stockholders. Provided, however, that in no case shall the fees collected by the
Property Manager exceed 1% of the net asset value of the assets under management;

of t



j. disclosure requirements for transactions requiring prior authority and/or specific written
investment directive from the REIT, a court of competent jurisdiction or other competent
authority.

4.3 A copy of the contract shall be submitted to the Commission together with the REIT Plan and
the registration statement, and shall be available at the principal office of the REIT and the
Property Manager during regular office hours for inspection by any shareholder of record of the
REIT. Upon request, a copy of the written agreement shall be furnished such shareholder of
record, a his own expense.

Section 5. Degree of Care and Diligence. The Property Manager shall observ of care
and diligence provided in these rules, as follows:
5.1 The Property Manager shall exercise diligence and thoroughnessin th% of its

functions.
%:
5.2 The Property Manager shall be liable for the acts and omi % minees and agents.

L
5.3 The Property Manager shall obtain approval for speci onsprior toits
implementation.
5.4 The Property Manager shall provide the'REI d accurate information in order to
make an informed decision regarding prep entwatters.

5.6 Properties of aREIT m operty Manager shall not be commingled with the
properties of other clients.

Section 6. Confli€t of I

6.1 Where a Proper anager has amateria interest in atransaction with or for the REIT, or a

relationship h givesriseto an actual or potential conflict of interest in relation to such
either advise, nor deal in relation to the transaction unless he has fully

transacti Qi
disglo: materid interest or conflict to the REIT and has taken all reasonable steps to
en fair ent of the REIT.

6.2 The Property Manager shall establish, maintain and implement policies and procedures to
ensure fair and equitable allocation of resources among its clients, including the REIT.

5.5 The Property Manager shall not ISsepresentation in any property management
recommendation.
%n@ Pr

6.3 The Property Manager shall ensure that the amount of commission or management fee
earned from any particular client or transaction shall not be the determining factor in the
allocation of resources.



6.4 Where the Property Manager is part of agroup of companies which undertake real estate
activities, the Property Manager shall ensure that thereis an effective system of functional
barriers (firewalls) in place to prevent the flow of information that may be price sensitive or
material and non-public between the different areas of operations.

6.5 The Property Manager shall establish, maintain and implement written policies and
procedures to ensure that the interest of Related Parties shall not supersede the interests of the
REIT. The Property Manager shall fully disclose such policiesto the REIT.

Section 7. Prohibition on Misuse of Information. The Property Manager shall est
and implement written policies and procedures to prevent the misuse of materi

such restrictions.

Section 8. Confidentiality of Information. % ]

8.1 The Property Manager shall establish, maintain an@im %en policies and
procedures to ensure confidentiality of information relati \ e funds and properties of the
REIT.

8.2 Any information relating to the pro
third party unauthorized person, unless th
information.

i& 0 REIT shall not be disclosed to any
j regulatory requirement to disclose such

- Proper Rule

intain the quality of management of the REIT and afford

: ommission, or the concerned regulatory agency, shall

e qualifications of individuals el ected or appointed as
directors of offi of % REIT fund managers, REIT property managers, distributors and
other REIT parti apd disqualify those found unfit. The appropriate regul atory agency may
disqualify, suspen remove any director or officer who commits or omits an act which renders
him unfit fo positi

Ingeter er an individual isfit and proper to hold the position, regard shall be given
int perience, education, training and competence.

better protection to REIT i
prescribe or pass upon g

Section 2. Disqualifications. The following persons shall in no case be allowed to serve or act as
director of officer or consultant of any REIT, REIT fund manager, or REIT property manager:

2.1 Any person convicted of any crime involving any security or financial product;

2.2 Any person convicted of an offense involving fraud or embezzlement, theft, estafa or other
fraudulent acts or transactions,



2.3 Any person who, by reason of any misconduct, is enjoined by order, judgment, or decree by
any court, quasi-judicial body or administrative agency of competent jurisdiction from acting as
adirector, officer, employee, consultant, or agent occupying any fiduciary position;

2.4 Any person found by the appropriate regulatory agency to have violated, or aided, abetted,
counseled, commanded, induced, or procured the violation of this Act, the Corporation Code, the
General Banking Law, the Insurance Code, the Securities Regulation Code, or any related laws
and any rules, regulations or orders thereunder;

2.5 Any person judicialy declared to be insolvent, or incapacitated to contract; anc

2.6 Any person found guilty by aforeign court, regulatory authority or gover hagency of the
acts or violations similar to any of the acts or misconduct enumerated in tRe fore
paragraphs.

A conviction in the first instance shall be considered sufficient %Mual ification.
Applicants shall submit the pertinent clearance rel ative ther Q
L

once a year in accordance with the applieal '
prescribed by the Commission. \
A property valuer shall not be in dent if -

a itisthe subs diar)’% company of:

%. y of the Principal Stockholders of the REIT; or
x v. the holding company, Subsidiary or Affiliate of the Property Manager, the
Fund Manager, or any of the Principal Shareholders of the REIT; or

b. any of its partners, directors or Principal Officersisan officer, director or an associate
of:

i.the REIT;

ii. the Property Manager;



iii. the Fund Manager;
iv. any of the Principal Shareholders of the REIT; or

v. the holding, Subsidiary or Affiliate of the Property Manager, the Fund Manager
or any of its Principal Shareholders; or

c. any of itsdirectors or Principal Officers holds or controls ten percent (10%) or more of
the beneficial interest in, or the right to vote in the governing bodies of any o entities
inb(i), b(ii), b(iii) or b(iv); or

d. in case where the REIT intends to acquire or dispose of a propert
property "), the Property Valuer or its associate:

i. iIsengaged, whether as principal or agent, by the REIT's cou arty that

intends or has agreed to sell or to purchase from &ubj ect property, in
relation to the introduction or referral of the REI e sulbject property or vice

versa; ®

ii. is engaged whether as principa or EIT inrelation to the

acquisition of the subject proeerty'
iii. acts as a broker foe the p X%ti for afee; or
iv. had, at any time dugi N ) year immediately before the date of the

agreement for rchase or disposal, been engaged to provide
valuation of‘he ty to the REIT's counterparty (or its Related
Parties).

1.1 The Propert k | ensure that its opinion and valuation is independent of and
unaffected’by it % or commercia relationship with other persons.

[ ns and Principa Officers of the Property Valuer shall comply with the Fit
and er Ru described under these Rules.

ion%

The appraisal company shall be registered with the Commission;

ations Required of a Property Valuer.

b. The certifying officer of the appraisal company shall be a professional appraiser duly
licensed by the DTI or the Professional Regulatory Board of Real Estate Service pursuant
to R.A. 9646 and an officer/member of good standing any registered association of
appraisal companies;

c. At the time of applicatiOon, the company shall have a minimum experience of five (5)
years in the appraisal business;



d. It shall have professional services for at least one (1) commercia bank and two (2)
public companies;

e. The appraisal company or any of its directors/officers shall have no adverse judgement
on any administrative, civil or criminal case involving its appraisal business;

f. It shall be solvent and in sound financia condition.

The foregoing qudifications shall be supported by appropriate documents.

with physical inspection in respect of the site of the real estate and an inspegtion e

building(s) and facilities erected thereon once a year, and in any evefit for t
issuance of new Investor Securities. The Property Valuer shall a%
aresére

Section 3. General Obligations of a Property Valuer.

3.1 The Property Vauer shall value all the real estate of the REIT, on the @II valuation
he plirposes of

valuation report on

ed by the REIT or in
e valuation report shall

real estate to be acquired or sold by the REIT or where new
any other circumstances required by the Commission. Bhe ¢@n
comply with these Rules.

Section 4. Criteriafor Acceptability of the QOper 3

4.1 The Property Vauer shall be acompan
a. provides property valuati x regular basis.
b. Carries on the bq&' n% real estate in the Philippines,
C. Possessesther it&licensas required under relevant Philippine rules and
regulations;
d. I's accreuit %ommission;
eH persdnnel who possess the requisite licenses and are qualified to perform
p t ions;
f.gfici ent financial resources at its disposal to enable it to conduct its business
ively and meet itsliabilities,
g. Has robust internal controls and checks and balances to ensure the integrity of
valuation reports and that these reports are properly and professionally prepared in
accordance with international best practices,

h. Has adequate professional insurance to cover its usua risks; and

i. Complies with the Fit and Proper Rule under these Rules.



Section 5. Valuation Report.

5.1 The Property Valuer shall produce avaluation report which shall include, as a minimum:
a dl materia detailsin relation to the basis of valuation and the assumptions used;
b. description and explanation of the valuation methodol ogies adopted,;

c. overal structure and condition of the relevant market including an analysi e
supply/demand situation, the market trend and investment activities;

d. the particulars in respect of each property, such as:

i. an address sufficient to identity the property, which shal I% y include
postal address, lot number and such further designati@n asis r‘ ered with the

appropriate government authorities,
ii. the nature of the interest the REIT hdlds iRth %/ (e.g. ifitisafreehold
or leasehold, and the remainder of the ternx old);
iii. the existing use (e.g. shop‘s, offj % residential, etc.);
iv. abrief description of the propert e age of the building the site area,
gross floor area, netettabl &flo d the current zoning use;
v. the options or: % ion and other encumbrances concerning or
affecting the~prop *
vi. the occux%e;

i ea% ation;

expiry profile;

mmary of terms of any sub-lease or tenancies, including repair obligation,
ranted to the tenants of the property;

X. the capital value in existing state at the date the valuation was performed;

Xi. the existing monthly rental before profile tax if the property iswholly or partly
let together with the amount and a description of any outgoings or disbursements
from therent, and, if materially different , the estimated different, the estimated
current monthly market rental obtainable, on the basis that the property was
available to let on the effective date as at which the property was valued;

xii. the estimated current net yield,;



Xiii. asummary of any rent review provisions, where material;
xiv. the amount of vacant space, where material;

xv. material information regarding the title of the subject property as contained in
the relevant opinion, and a discussion as to whether any and how the legal
opinions have been taken into consideration in the valuation of the relevant
property; and

Xvi. any other matters which may affect the property or its value.

e. particulars [as set out in (c)] of any real estate for which the REIT on to
purchase.

f. A letter starting the independent status of the Property Valdier and t e valuation
report is prepared on afair and unbiased basis, ]

0. An explanation of the rationale for choosingthe parti %Jation method, if more
than one method is adopted.

5.2 Whenever avauation report is prepared for t Q&e of the valuation report shall

be: A

9
a. the date the REIT isvalugd, if x epared for the purpose of calculating the
Net Asset Value of the REITS

b. the date which isgot m an three (3) months before the date on which (i) an
offering document iSigsued; et (ii) a sale and purchase agreement (or other agreement to
transfer legal title) i , if the transaction does not require shareholders approval.

vices of a Property Vauer.

however, re-engage the services of said property valuer.

Section 6. Termi m%

6.1 The services of the Property Valuer shall be terminated after it has conducted val uations of
therea est the REVT for three (3) consecutive years. Subject to a curing period of three (3)
years, th |

6.2 Pr Vauer shall be subject to removal by notice in writing from the REIT in any of

the following events:

a. the Property Valuer goesinto liquidation, becomes bankrupt or has areceiver
appointed over its assists,

b. for good and sufficient reason the Fund Manager statesin writing that a change in the
Property Valuer isdesirable in the interest of the REIT shareholders; or

c. the Property Valuer violates these Rules or any other relevant law, rule or regulation.



6.3 In addition, the services of the Property valuer shall be terminated in all other cases provided
for in the Constitutive Documents.

6.4 Upon the termination or dismissal of the Property Vauer, the REIT shall appoint new
Property Valuer that meets the qualification requirements under these Rules.

Rule 10 - Taxes

Section 1. Income Taxation of REIT's. A REIT shall be subject to income tax under ter V.
Title 11 of the NIRC, as amended, on its Taxable Net Income as defined in the Ac i
That in no case shall a REIT be subject to a minimum corporate income tax,
Section 27(E) of the same Code;

Provided, further, That for purpose of computing the taxable net income o%a,’ dividends
distributed by a REIT from its distributable income as of the end of the taxab and on or

before the last day of the fifth (5th) month following the close o% e’ear shall be

considered as paid on the last day of such taxable year.
9

However, aREIT shall be subject to income tax onitst |&get Tecome as defined in Chapter
IV, Title Il of the NIRC, as amended, instead of itst IReome as defined in this act,
upon the occurrence of any of the following events:
[ 3
a) Failureto maintain its status as a N y as defines herein;

b) Failureto maintain theli \ Investor securities on the Exchange and the

registration of theinv ' e Commission; and/or
c) Failureto distri b& I inety (90%) percent of its Distributable Income as
required herein. K\

The above eventsy'ho be subject to a Thirty (30) day curing period from the time of
the occurrence of'thegvent. Compliance by the REIT within the curing period shall be
determined by the '
the BIR.

ion itable Withholding Tax. Income paymentsto a REIT shall be subject to a
e Wi Iding tax of one (1%) percent.

cr

Section 3.Tax on Transfer of Property by REIT. Any sale or transfer of real property to aREIT,

including the sale or transfer of any and all security interest thereto shall be subject to fifty (50%)
percent of the applicable DST imposed under title VII of the NIRC.

All applicable registration and annotation fees relative or incidental thereto shall be fifty (50%)
of the applicable registration and annotation fees.



The incentives provided herein can availed by an unlisted REIT provided it is listed with an
Exchange within two (2) years from the initial availment of the incentives.

Thefifty (50%) percent of the applicable DST shall be due and demandable together with the
applicable surcharge penalties and interest reckoned from the date such tax should have been
paid upon the occurrence of any of the following events:

a. Failureto list with an Exchange within a period two (2) years from the date of initial

availment;
b. Failure to maintain its status as public company as defined in the AQ

c. Failure to maintain the listed status of the Investor Securities onfthe ge and the
registration of the investor securities with the Commission; and/or

d. Failure to distribute at least ninety (90%) of its Distri e required under
the Act.

9
The above events, however, shall be subject to athirty %ﬂg period from the time of
the occurrence of the event. Compliance by the REI i uring period shall be
i b

determined by the Commission and such determinatio immediately communicated to

the BIR.
®
Section 4. Issuance and Transfer o Invesn\ iiti
a Theorigina issuanc urities shall be subject to DST under the NIRC, as
amended; .

b. Any sale, barter,

@xchange orother disposition of listed Investor Securities through the
alock¥sales or cross sales with prior approval from the Exchange

% sfack transaction tax imposed under the NIRC;

Exc , including cross or block sales with prior approval from the Exchange shall be
the DST prescribed by the NIRC; and
:%tid public and secondary offering of investor securities shall be exempt from
tax imposed under the NIRC.

Section 5. Dividends Paid by REITs. Cash or property dividends paid by a REIT shall be subject
to afina tax ten percent (10%) unless-

a. the dividends are received by a non-resident individual or a non-resident foreign
corporation entitled to claim a preferential withholding tax rate of less than ten percent
(10%) percent pursuant to an applicable tax treaty; or



b. the dividends are received by a domestic corporation or resident foreign corporation

Overseas Filipino investors are exempt from the dividends tax for seven (7) years from the
effectivity of the tax regulations implementing the Act.

Section 6. VAT on Gross Sales or Gross Receipts of REITs.
a. The gross sales from any disposal of real property or gross receipts from the rental of
such real property shall be subject to VAT;
b. A REIT shall not be considered as a dealer of securities and shall nol ) €6t to
VAT onitssale, exchange or transfer of securities forming part of its related
assets.

Section 7. General Application of the NIRC. Unless otherwise provi(ed und‘ Act, the

internal revenue taxes under the NIRC shall apply.
Section 8. Dédlisting of the REIT and Revocation of Tasel ncentiV ax incentives granted

under the Act shall be ipso facto revoked and withdrawn as ofithe dete of the delisting becomes
final and executory in the event the REIT is delisted shange whether voluntary or
involuntary for failure to comply with the provisi or any of these Rules.

9
Any tax incentive that has been availed @f Dyt eréafter shall be refunded to the

Government within ninety (90) days fromthe the delisting becomes fina and
executory and the surcharge and . This shall be without prejudice to the
penalties to be imposed by the

hly prgjudicial to the interest of the investing public such as
ated party transactions of the Act or insolvency of the REIT
riation, conversion, wastage or dissipation of its corporate

If the delisting isfor causes hi
violation of the disclosure gffo
due to mismanagement @

assets, the responéible %
el |

value/acquisition
ion pofate Governance. The Property Manager and the Fund Manager shall be subject
rn f corporate governance adopted by the Commission.

Rule 12 - Miscellaneous Provisions

Section 2."Supplemental Regulations. These rules my be supplemented by relevant regulations
which the Commission, Exchange, BIR and BSP may from time to time issue.

Section 3. Use of Registration Fees. To carry out the purposes of these Rules, the Commission
shall retain and use fifty percent (50%) of all fees paid to it relative to the establishment of
REITs and the registration of their securities in addition to its annua budget.



Section 4. Separability Clause. If, for any reason, any article or provision of these Rules or any
portion thereof or application of such article, provision or portion thereof to any person, group or
circumstance is declared invalid or unconstitutional, the remainder of these Rules shall not be
affected by such decision.

Section 5. Repealing Clause. All other rules and regulations or parts thereof, inconsistent with
the foregoing rules and regul ations are repealed, amended or modified accordingly.

Section 6. Effectivity Clause. These Rules shall take effect fifteen (15) days after its lete
publication in the Official Gazette or in at least two (2) newspapers of general cir ion'g the



