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Few industries are as influenced by fluctuating economic conditions
around the world as the trillion-dollar real estate sector. Few firms are as
well positioned to respond to these conditions as Mayer Brown, which
serves as a trusted advisor to our clients across the world's largest finan-
cial centers.

In today's increasingly complex and ever-changing global real estate
market, clients depend on Mayer Brown to understand the interwoven
ownership, management and operational aspects of the industry and to
offer sound, strategic advice and judgment to help them formulate and
drive commercial and legal decisions.

Our Real Estate Markets practice—a core global practice for Mayer
Brown, comprising over 200 lawyers across four continents—offers
in-depth, cross-border and local knowledge from established teams in
markets throughout the world, We manage some of the industry’s most
complex deals from all sides and leverage that rich knowledge and expe-
rience on behalf of our clients.

We anticipate strateqgically important shifts in the industry and respond
to market conditions with an approach that is both sophisticated and
pragmatic. From the formation of capital-raising vehicles to acquisitions
and sales to transactions involving complex financing and joint-venture
structures in multiple jurisdictions, our multidisciplinary team handles
matters spanning the industry.

To learn more, please visit www.mayerbrown.com

This Mayer Brown publication provides information and comments on legal issues and developments of
interast to cur dients and friends. The foregoing is not a comprehensive treatment of the subject mattar
covared and is not intended to provide legal advice. Readers should seek specific legal advice bafore
taking any action with respect to the matters discussed herain,



COMMONLY USED TERMS

MEAMNING

AGGREGATE
CLAIM THRESHOLD
(WARRANTY
CLAIMS)

' AGGREGATOR

ALPHA RETURN
| ALTERNATIVE

INVESTMENT

CLASSES

E?’.CESS

) _{beta}

Anti-bribery and corruption. Used to describe (i)
ABC laws, e.q., UK Bribery Act and the US Foreign
Corrupt Practices Act, etc,, (i) ABC provisions being
contractual provisions imposed by a party on its
counterparties to reduce the risk of bribery and cor-
ruption and (i) ABC procedures by which financial
intermediaries make appropriate checks in order to
comply with ABC laws. Often used interchangeably
with FCC, however FCC is a wider tarm that would

also |nclude sanctions law/procedures.

In & sale and purchase agreement the th re-shc-ld
amount that must be exceeded by all warranty claims
before any claim can be brought against the seller.
There are two different types — hurdle and deductible.

Hurdle: once the aggregate value of the claims ex-
ceeds the threshold, the seller will be liakle for the full
armount.

Deductible: once the aggregate value of the claims
reaches the threshaold, the seller is only liable for the

A fund manager whose main role is (oris percewed
to be) aggregating capital and investing in the mar-
ket. The usage often implies that an aggregator can
only obtain beta returns as opposed to a manager
that adds value to the investments and therefore is

more likely to obtain alpha returns.

A return higher than the general market perfc:-rmanr:e

Aszet cla?ses DUtSIdE mafnstream reaf Estate mvesr—
ment classes. At the time of this glossary (2019,
examples would be student housing, self-storage,

senuor ||~.r|ng and data centers

Anti-money laundering. Used to descnbe i) AMJ_ Iaws
.2, laws designed to stop the practice of bringing into
the banking system income generated through illegal
actions, (i) AML provisions being contractual obligations
imposed by a party on its counterparties to reduce the
risk of money laundering and (i} AML procadures by
which financial intermediaries make appropriate checks

in order to comply with AML laws.
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COMMONLY USED TERMS

APARTMENT/FLAT/
UNIT

ASSET DEAL

MANAGEMENT

'BAD BOY ACTS |

BETA {RETURN]
ELIND POOL FUND

'BLOCKER

2

a smgle story.

MEAMNING

An apartment (American), a flat (British) or a unit
[Australian), being a self-contained residential dwell-
ing that occupies only part of a building, generally on

A real estate transactl-::m where a purchaser pur-::has.-
as the real estate directly, as opposed to purchasing
the shares or other equity interest in an entity that

halds thE real Estate

The pr process of mar‘-agmg buldmgs with a focus on fi-

nancial matters, maximising the return on investment
and value of the property (for example, deciding the
tenant mix and positioning of the building and under-
taking refurbishment projects), as opposed to property
management which concentrates on the day-to-day
operations and maintenance of a property.

Asset management services would typically include:
production of asset level business plans and strategy,
refurbishment projects, appointment of third party
service providers at asset level and reporting activi-

ties at asset |l

Crlmlnal Dﬁences '-'-llful default andfor fraud Com-

mitted by an individual. Typically used in the context
of key person provisions whereby bad boy acts of the
key person of a fund manager can allow the investors

to repla-::e the fund manager.

.i'-'-. fund that does ru::t have any assets at the tume the

investors commit to invest in the fund. As a result, the
investors will not know what assets they are ultimate-
ly buying, and instead they are trusting the ability of
the manager of the fund to acquire assets in accor-
dance with the investment parametears set out in the
information memorandum.

Sometimes blind pool funds may have a pipeline of
potential deals or seed assets being one or two deals
already in the fund (st which paint it is not a true

 blind pool fund but a seeded fundl

An entity (usually 2 fDrm of corporation) used I::ﬂ_.r in-
vestors via which investments are made into a fund in
order to limit or avoid certain adverse tax or regula-

tory consequences -:::f investing dlrectlj,r in the fund
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COMMONLY USED TERMS

MEAMNING

BUSINESS
INTERRUPTION
INSURANCE

' CAP (WARRANTY
CLAIMS)

| CAP RATE OR
CAPITALIZATION
RATE

”mnmen INTEREST
CAEH TRAF‘

CATCH-UP
' CHANGE OF

CONTROL

CLOSED END FUND

Jurlsdldlan

Insurance that replaces income lost as a result of
certain events that interrupt the operations of the

busmesa such as a fire or a natural disaster.

In an SPA there is typlcally a cap on the seller’s liabil-
ity in respect of the representations and warranties it
has given in the agreement. The cap on this liakility
is often negotiated as a percentage of the purchase

price (ang,where frc:m 5% ta 'IDD%]

See yield. Net gperating income [usuallg,r stabl.lrzed]
divided by property value. A shorthand method of
comparing valuations of properties — low cap rate
would indicate a high price, and a high cap rate would
indicate a cheaper price. Less sophisticated than using
a discountad cash flow [DCF) valuation methad which

takes into account fluctuanon income streams.

A snuatlon that may arise in some Jurlsdlctlons fe g

the PRC) where (i) a company is only allowed to remit
profits (as defined under local accounting rules) and
the accounting definition of profits does not capture
all the cash that the company has generated (for
axample, the accounting treatment of depreciation
can reduce "profits” but is a non-cash item), and/or
(i) there are rules controlling the remittance of cash
outside the jurisdiction. As a result, some of the cash
generated is trapped in the company and cannot

be paid out as a dividend or remitted outside of the

Once a fund or investment reaches its agreed hurdle
rate, catch-up takes effect giving the manager a dispro-
portionate percentage of profits until the profit split of

its carried interest/promote has been reached.

The event which causes a change in the persan or
entity that ultimately controls a company or ather en-
tity, i.e., if they lose the ability to control the majority
of the board of directors or more than half the votes

_of shareholders

Afund whose Equrtj,,r paI'tICIpEItIC:-HS are not redeernable. .
from the fund and new participations are prohibited by
the fund documentation once the fund has held its final

clc&e {m contrast to open ended ﬁ_.lr:d.b}
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COMMONLY USED TERMS

MEAMNING

CLUB DEAL

CO-INVESTMENT

CO-MINGLED
FUNDS

A transaction where a group of investors join togeth-
er to purchase an asset. This allows investors (which
may be private equity funds or other institutional
investors or family offices) to purchase larger and
more expensive assets than each investor could ac-
guire within the parametars of its own resources or
funds under management. It can also operate as an
alternative to a fund on a case-by-case basis.

The advantage to the investors compared to a fund
is that the investors only get involved in a transac-
tion that they have approved and there will be less
management fees (and often none at all). The disad-
vantage is that the "club” can take a while to form
and be too slow to move to execute deals. They also
require maore staff from an investor to manage than
investment in a fund where the fund manager han-
dles t|'|E- Executlcun Df the deal.

An investment made b;-' a fund investor alongsude

the fund. Major investors can negotiate co-invest-
ment rights giving them the right to do this. This

can benefit the fund in that it allows it to do bigger
transactions without breaching restrictions in the
fund's investment memorandum (e.q., restrictions on
over exposure to a single deal or geography or in-
vestment theme). It benefits the investor as the fees
on co-investments are less than those on investments
made via the fund and also the investor has discre-
tion not to make the investment at all (unlike in a
fund where the manager has the discretion).

Generally managers would prefer the amount was
committed to the fund directly as they have more
discretion over investrmeants (so can maove faster) and

the level of fees is higher.

Funds wnh commitments fr-:::m mare than one inves-
tor. As compared to making direct investments, the
investors give up control over which particular in-
vestments are made but benefit from economies of
scale, access to deals, deal execution, diversification

and professional asset/investment management.

PERE Glossary of Real EstateTerms



COMMONLY USED TERMS

MEAMNING

COMPLETION/
CLOSING

COMPLETION
ACCOUNTS/
CLOSING
ACCOUNTS

' CONDOMINIUM

OR CONDO

CONDUCT
OF BUSINESS
PROVISION

 CONVERTIBLES |

Completion (UK) and closing (US) is the point when
documents transferring title to the real estate or
shares in the raal estate holding company are execut-
ed and delivered to the purchaser, usually in exchange

ﬂ:\»r payment of the l:::-l_rtstandlng purchase price.

A set of flnanmal statements prepared after c.'osmgf
completion to determine the actual net asset value of
the target company on the date of completion/clos-
ing. These accounts may or may not be audited, but
are usually prepared or approved by a firm of auditors.

These accounts are necassary because the purchase
price of property holding companies is usually
based on the net asset value of the company (with
some adjustments), but some componeants of the
net asset value will not be capable of being exactly
determined on the day of completion/closing (for
example, receivables, bad debts, etc). Once the
completion/closing accounts are finalized there is

a true up to reflect the difference between the net
asset value of the target company estimated on the
day of completion/closing and the net asset value as
at the completion/closing date finally determined by

the mmpfetaonfc.'csmg accounts [SEe True Up]l

A residential unit in a bUIldlng divided into several
units that are each separately owned, and such own-
ars jointly own the common areas and the land form-
ing the lot on which the building stands (as cpposed
to an apartment, the owner of which may not have

any interest in the land).

In an SPA, aset of restrn:tl-:::.ns on how the I:iusme'ss Df
a property owning company may be run between the
signing of the SPA and completion or closing, ..,
signing up a new tenant or entering inte a2 new lean

agreement

Bonds, debt instruments or preferred shares that can

be convertad inta cammaon stock or ordinary shares
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COMMONLY USED TERMS

CORE FUND

DATA ROOM

'DE MINIMIS CLAIM

THRESHOLD
(WARRANTY

CLA.IM 5]

DEADLOCK

'DEBTFUND

' DEBT TO EQUITY

RATIO

' DEED OF TAX

 DEPOSIT (AT RISK)

'DEPOSIT (NOT AT

&

INDEMMNITY

RISK)

MEAMNING

& PERE fund that invests in core real estate assets,
such as mature fully tenanted buildings in estab-
lished districts in a jurisdiction with transparent
and respected property rights.

INREY defines "core fund” ta mean “a fund which
invests mainly in income producing investments. The
fund will use low leverage, have no or very low devel-
opment exposure and generate a high proportion of

return through income”

Locations where decuments ara placed to enable pur-
chasers to conduct due diligence. Can take the form
of virtual data reoms (VDRs) which allow online access

to the documents b\_.r the purchaser’s representative.

The value threshald thet any single warranty claim rnust
achieve before it can be brought against the seller un-
der an 5PA. Designed to prevent nuisance claims.

A situation where shareholders in a company cannot

agree on fundamental issues. Deadlock breaking
provisions are included in shareholders’ agreements

to stlpulete what heppens |f a deed.'ock arises.

A fund where the investaed assets are debt mstru-

ments, typically mezzanine debt.

The ratio of debt to equity of a company, whlch is a
measure of a company’s financial leverage, A com-
pany with a higher debt to equity ratic is maore highly

|Everaged andis a hl-:_:;her rlsk fc:-r |ender5

& decumem thet seeks to alloca‘te nsks between the
seller of a company and the purchaser, pursuant to
which the seller indemnifies the purchaser for any
unexpected tax liabilities of the target company in

respect of the pericd prior to completion/closing.

Maoney given by the purchaser to the seller on sign-
ing of an 5PA or other legally binding contract (or
more rarely an informal document such as an MOU
or LON, which may, in specified circumstances, be

fr:rn‘elte—d |f the transactlen dees not elese

Maoney given by the purchaser to the seller an s-gn-
ing of an informal document such as an MOU or LOI,
which will be returned to the purchaser if the contract

does not close for any reason.

PERE Glossary of Real EstateTerms



COMMONLY USED TERMS

MEAMNING

DEVELOPER

DEVELOPMENT RISK

DIRECT
INVESTMENTS

 DISCLOSURE LETTER

DISCLOSURES

An entity that forms or acquires a site and then ar-
ranges for the building or re-development of real

~estate on that SIT.E!

Risks assov::lated wnth the develupment Df real
estate, including cost of site formation, obtain-
ing planning permission, financing, construction
risk, long lead times and risk over market value

of finished product and attractiveness to tenants/
purchasers, Many PERE funds are restricted to the

amount Df deue.lcpmenr szk the}r can take.

Investrnems made by directly purchasing a real estate
asset (or shares in a holding company that owns such
assets) as opposed to investing via a real estate fund.

Club deals are often a form of direct investment.

In the context of the sale and purchase of shares or
stock in a private company, a formal letter issued by
the seller to the purchase setting out

(1) which warranties in the SFA are not correct (specif-
ic disclosures) and also often

(2) deeming certain other matters as being disclosed
{and therefore the purchaser is unable to rely on the
warranties in respect of such matters) such as things
on public registers (land registry or company registry)
or available in the data room or bundle of docu-
ments made available to the purchaser during their

due diligence exercise (general disclosures).

(1) The iterns that were made known by the 5E||E-r tD
the purchaser before the signing of 2 formal SPA and
referred to or specified in the disclosure letter or (2)
matters deemed disclosed by the disclosure letter (2.q.,
public records). The purchaser cannct bring a warranty

claim in respect of a matter formally disclosed,
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COMMONLY USED TERMS

DISCOUNTED
CASH FLOW
(DCF) VALUATION
METHOD

'DRAG ALONG

RIGHT

' DUE DILIGENCE

'EARNEST MONEY

”EN BLDC SALE
ENCUMBRANCE

'ESCROW AGENT

'EXCHANGE

MEAMNING

A method of valuing an asset by calculating all es-
timated future cash flows and discounting these
amounts by an assumed discount rate {for example,
the cost of capital) to give the present values of each
future cash flow. The sum of the present value of all
future cash flows, both incoming and outgaing, is the
net present value (NPV) which gives the value of the
asset using the DCF method.

Using DCF analysis to compute the NPV takes, as input,
cash flows and a discount rate and gives, as cutput, a
present value. The opposite process takes target cash
flows and a price (present value) as inputs, and provides

as output the discount rate which is the target IRR.

The right of a shareholder in a sharehoﬂdem agree-
ment to force all the other sharehalders to join in the
sale of a company when they sell their cwn shares.
This is a valuable right as there is usually a discount
on the price of shares if only a minority interest is sold.
The drag along right, if exercised, means there is no

auch duﬁcount as 103% of the shares -.-wII be for sale

An investigation into the affairs of a target company
including title to the underlying assets, potential
legal liakilities, and confirmation of facts asserted by

the seller etc.

A "nat at risk” depomt made by 3 potentual purchas-
er to a seller indicating the purchaser’s good faith in
an arrangement, which often allows the purchaser
time to conduct due diligence during an agreed ex-
clusivity period, during which the seller agrees not to

sell t|'|E- asset to any other person.

:_.-ﬁ. sal:—:- of an entire bmldmg

A mortgage or other securlt:.r OVEr & propertj,,r given in

fa-mur 01' a Iender or other credutor

An entity that holds a deposit in trust For I:voth the
purchaser and the seller pending completion or clos-

ing of the transaction.

A stage of the transactlc:n process where a fDrrnal
legally binding contract is signed (so called because
the contracts would traditionally be physically ex-
changed at that time and each party would have one

_original signed by the other).

PERE Glossary of Real EstateTerms



COMMORNLY USED TERMS  MEAMING

EXCLUSIVITY The period for which the seller has given an under-

PERIOD taking not to sell the property or target company
to anyone other than the potential purchaser to
whom the undertaking has been given (usually in
an MDU or LDH-

EXIT The duspmsal of an mvestment by an mvestor e|ther
by disposal of the real estate asset directly or by
the sale or listing on a public exchange of all or part
of the shares in an entity that directly or indirectly
owns the asset.

FCC F|nan1:|al crime compl-ance FCC pmcedures are th:—:-
compliance procedures of a financial institution to
help prevent bribery, corruption and money launder-
ing and payments to sanctioned parties.

FEEDER FUND A fund which does almost all of its |n'-.festmen'ts
through a master fund (and sometimes through more
than one master fund) rather than directly. This feed-
er-master structure is used to meet tax and regulatory
requirernents of cartain classes of investors (for ex-
ample investors from a particular country), or permit
different fee arrangements to be charged to different
classes of investors as the management fees are
charged at the feeder level.

FINAL CLOSE In relation to a closed end Fur‘rd the final rDund n:n‘
commitments received by the fund prior to the end
of the fundraising period set out in the fund doc-
umentation after which the fund is closed to new
commitments.

FINAMNCIAL The assistance given by a company {thE targe‘t in

ASSISTANCE an acquisition) for the purchase of its own shares or
the shares of its halding companies. This assistance
includes granting a security interast over rezl estate
assets owned by the target company. Financial assis-
tance is restricted in some jurisdictions (for example,
Hong Kong) which prevents a mortgage over the real
estate assets of the target company (if incorporated
in such a jurisdiction) being used to finance the ac-
quisition unless certain procedures are ﬁ:\llowed

MAYER BROWM g



COMMONLY USED TERMS

MEAMNING

FIRST CLOSE

FITWEL

 FORCE MAJEURE

FREEHOLD

'FUND FINANCE |

'FUND MANAGER

'FUND OF FUNDS

In relation to a closed end fund, the first round of com-
mitments received by the fund sufficient to make the
fund viable in the view of the fund manager/sponsor.

Fundralslng will -:ontlnue until the f'nal' ch:use

Aninternational building rating organization that e~.ra|

 uates and certifies buildings’ ability to support health.

An event outside of the control of the parties or for
which they should not be held accountable — typical-
ly includes "acts of God" (such as extreme weather
events or natural disasters) and certain human actions

sun::h as somal unrest, armed oonfhcts and smkes

The ownership of land and any buildings on it Dutrlght. .
and in perpetuity e, "free from any hold”). Often
distinguished from leasehold land in which title reverts

to the freeh-:::lder upon expiry Df'the lease perlcd

F|nance obtamed at the fund Ievel as opposad to at
the asset level. Fund finance loans are granted to the
fund and secured on the commitments of investors
to the fund. It allows the fund to make investments
more quickly as it can draw down on the fund finance
facility before having to wait for investors to make
their capital contribution. Maore controversially, it

can allow the fund to increase its leverage over and
above the finance it can obtain secured on individual
assets (where lending would be restricted by loan to

value limitations imposed by banks).

The entity responsible for managing a fund and
making decisions or recornmendations related to the
investments. As funds are often limited partnerships
and are managed by the general partner, fund man-

agers are often referred to as the "GP.

A fund that invests in othar funds rath&r than dure:tl:,r
into assets itself. Fund of funds managars now more
commonly position themselves as multi-managers
which often invalve a mixture of strategies for a sin-
gle investment mandate, including investmeant in
other funds and co-investment alongside such funds

as well as separate accounts.

10 PERE Glossary of Real EstateTerms



COMMONLY USED TERMS

MEAMNING

FUNDAMENTAL
WARRANTIES

' GFA (OR GROSS
FLOOR AREA)

'GP (GENERAL
PARTNER)

GRADE A OFFICE

 GRADE B OFFICE

'GRESB

HURDLE RATE

HVAC

In the context of the purchase of a company, warran-
ties relating to (1) the capacity and authority of the

seller to enter into the transaction, (2) the seller's title
to the assets being sold {i.e., the shares) and (3) capi-

tallzatu:\n anu:! share capltal -:::f the target company.

The total amount of floor area that is developed
or can be developed on a site, including all

r:r_‘nmmc:n arl’:‘db

The par‘tner ina flmuted parrnershfp who is respon

sible for the management of the partnership and
responsible for all its debts and liabilities. In the con-
text of a fund established as a limited partnership the

GF" wiould |:|E 'thE fund manager.

Also known as Class A Office, the h|ghest quahty of
office building in the relevant market both in terms
of location and type of tenant. The term tends to
include newer buildings with appropriate ceiling
height and ducting, etc. but can zlso include alder
prestige buildings in a very good location which oth-
erwise would not fall within the Grade A category on

the speclfcatlon c:rf 'the bmldlng al-::mE

Alsu known as Class B Office. A notch duwn from

) _Grade A Dﬁlce

The Global Enwronmental Smnal and Gc:uw;‘-rnance
Benchmark for Real Assets — an international organi-
zation that assesses the sustainability performance

of buildings.

The rate of return at whlch once a 'fund reaches it, the

manager starts to eamn |t5 carried interest c\r pramote

Heating, ven'[lla'tlon and alr—condltlonlng

MAYER BROWMN 11



COMMORNLY USED TERMS  MEAMING

INDEMNITY V5 In many jurisdictions there are rules that set out how
CONTRACTUAL damages are calculated in the case of a claim for
CLAIM breach of contract and these apply in respect of a

standard contractual claim. However, if a party agrees
to indemnify the other party for breach of any contrac-
tual term or in respect of the cccurrence of any event
{which may not in itself be a breach of contract), then
the party that has the benefit of the indemnity will be
in a better position than under the rules relating to a
standard contractual claim. For example, they may not
nead to prove a breach of contract (merely that the
avent for which the indemnity was given has occurred),
the method of calculating damages may be maore
favourable and the indemnified party will not be under
a duty 1o take steps to minimize their loss,

The distinction typically arises in the context of wheth-
er warranties in an SPA should be given by way of
indemnity or not.

INDIRECT Investing via a fund as opposed to making direct

INVESTING investments in the real estate assets (or the shares of
a real estate asset holding company)

INSOLVENCY When an individual or organization can no longer
meet its financial obligations as and when they fall
due. Itis a liquidity test as opposed to a net asset
value test, and does not inevitably lead to a liguida-
tion. & company could be insolvent but have a high
net asset value.

INVESTMENT Also called a private placement memorandurm. A

MEMORANDUM (IM) ' document setting out the investment strategy and
track record of a fund and its management team and
used to attract investors. It needs to comply with all
relevant securities marketing rules,

INVESTMENT In relation to a fund, the period in which it is autho-

PERIOD rized to acquire assets under the fund documentation,

12 PERE Glossary of Real EstateTerms



COMMONLY USED TERMS

MEAMNING

IRR (OR INTERMAL
RATE OF RETURN)

JOINT VENTURE
AGREEMENT
JUNIOR DEBT

KEY MAN/KEY
PERSOMN

'KYC OR KNOW
YOUR CLIENT

LATENT DEFECTS

The most commaon way of valuing a return on a pri-
vate equity fund. The IRR is equal to the discount
rate used in a discounted cash flow valuation of a real
estate asset’s actual cash flows which reduces the net
present value of such cash flows to zero. This method
iz a caleulation of the IRR of the investment in the real
estate asset in question. Alternatively the IRR can be
calculated by reference to the cash flows paid and
raceived by an individual investor, which can lead to
different investors in the same asset achieving dif-
fering IRRs depending on the timing of their invest-
ments and when they are repaid.

The IRR calculation is very time sensitive. The longer
an asset is held, the harder it is to maintain a high
IRR, and this leads to pressure on private equity
funds to exit an asset as scon as possible once they
have achieved an uplift in value. It is in sharp contrast
to reporting the success of an investmant by refer-
ence to a multiple of the original acquisition cost,

whlch generally wiould | increase over time.

The same as a shareholders’ agreement.

A debt which ranks after other debts (senior debt)

if a company falls into liguidation or bankruptcy
(often takes the form of suberdinated debt or mez-

~zanine debt}

The key E}(EC.UtNE in the management Df a fund {:]’F

ten specific obligations are placed on the fund to en-
sure the key person's continued involvement, and the
investor is given rights to pull out of a fund or chose a

successor in the event of the kEy person’s deparm:e

A process in whlch funds banks and other financial
intermediaries are required to know the ultimate

benehmal owner of theur mvesmrs or customers.

A fault in the property that could not have been dls-
coverad by a reasonably thorough inspection upon
completion of its construction, As a result, the de-
veloper remains liable to fix latent defacts that arise
during the defect liability period (usually 12 to 24

_months) after the handover of the property.
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COMMORNLY USED TERMS  MEAMING

LEASEHOLD The right to have exclusive possession of a property
over a period, usually a long period, of time. In some
jurisdictions {namely the PRC) there is the concept of

“land use right” whlch is slmllar

LEED Thr.—:- Leaderbmp in Energy and Enwrcnmental Deaugn
standard, a rating system devised by the United
States Green Building Council to evaluate the envi-
ronmental performance of a building and encourage
market transformation towards sustainable design.
Different levels of LEED compliance obtain a differ-
ent rating from silver and gold to platinum based an
a points system for commercial building projects.

LEVERAGE A measure of the amount of debt used in 2 pn:uject.
Usually expressed as the percentage of the total
investment amount comprising borrowings from a
third party (i.e., excluding shareholder loans) - e.q.,
50% leverage would mean that the purchaser fund-
ed the acquisition with 30% equity (the providers
of which are given shares in the target vehicle) and
505 debt (e.q., bank borrowing or mezzanine fund-
ing, the providers of which have a right to repay-
ment of the loan plus interest).

As debt ranks ahead of equity in a liguidation, but
does not share in the upside of the project, the use
of leverage greatly increases the returns of the equity
holder, but also increases the risks.

LIMITATIDN FEHIOD - The period (specified in an 5P4) aﬂ:er whlch a pur- o

(WARRANTY chaser is time barrad from bringing a claim against

CLAIMS) the seller for breach of warranty or ather potential
clalms under the SPA

LP (LIMITED .-ﬁ.n inveastor in a fund wh-r:h is in the form ofa J.'mured

PARTNER) partnership. LPs have limited liability for the debts of

the partnership (similar to how a shareholder has limit-
ed liakility for the debits of a company), but loses such
protection if they are involved in the management of
the limited partnership. As a result, management of a
limited partnership is Ieft to the general partner.
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MEAMNING

LIMITED
PARTMERSHIP

LIQUIDATION

'LOAN COVENANTS

'LOAN TO VALUE
RATIO (OR LTV)
LOCK UP PERIOD

LOIOR LETTER OF
INTENT

A form of partnership with two types of partner -
general partners (GPs) who are responsible for the
management of the partnership and liable for all of
its debts and ligkilities and limited partners (LPs) who
are not so liable provided they are not involved in the
management of the partnership.

Limited partnerships are commonly used as vehi-
cles for funds because of various tax and regulato-

ry reasons.

The process s of brlnglng a business entlt:.f to an end
disposing of its assets and using the proceeds to pay
off all creditors, to the extent there are funds to do
so, and distributing any surplus to its shareholders (or

Oth&r equity hc:-lde:s‘,l

Covenants given by a borrower to a lender in a loan
agreement requiring the borrower to do or not do cer-
tain things. Breach of a covenant may result in the loan
being called and becoming immediately repayable.
Typical covenants for real estate-related loans include

minimurm/maximum Loan to Value Ratio (LTV), Debt
Service Coverage Ratio (DSCR) and Interest Service

C-::werage Ratl-::: {ISC R:I

The loan amount divided by the appraused value of

the underlying property, expressed as a percentage.

Same as an exclusivity period. A period in which the
seller has agreed it will not sell the property to a third
party, or, depending on the wording of the clause,
niot enter into any discussions for sale of the property

to a third party. A common term in an LOl or MOU.

Same as an MC}U A domment that sets out the ba—
sic commercial terms of a transaction but whose pro-
wvisions are mostly not intended to be legally binding,
other than provisions covering exclusivity, confiden-
tiality and the requirement of the purchaser to pay a
deposit. Usually replaced by a formal 5PA ance due
diligence has been completed and the final terms of

the SPAfinalized,
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LPA (LIMITED An agreement between the partners of a limited
PARTMERSHIP partnership that determines how the partnership
AGREEMENT) is governad and the respective obligations of sach

partner. In the context of PERE it is the document
pursuznt to which the LPs agree to make their capital
commitments to the fund. and which sets out the
fees payable to the fund manager (as GF).

”M.S.:E” - Mechamcal and elec—tncal equipment.

MAIN CDNTRACTDR Also known as the prime contractor or general con-

(CONSTRUCTION) tractor. The main contractor has overall responsibility
to build the building in a construction project in ac-
cordance with the design provided by the architect
and as set out in the construction contract it enters
into with the employer/developer. The main contrac-
tor enters into contracts with the various specialist
sub- contractors necessary fc\r thE project.

MAINSTREAM Tradltu:mally the mainstream investment classes were
REAL ESTATE office, retail, residential and industrial. To which is
INVESTMENT now commanly added logistics (to some a sub-sat of
CLASSES

_industrial) and hospitality/hotels.

MATERIAL ADVERSE In the context of an 5P4, a clause a”DI-'-'II'Ig ﬂﬂe purchas-

CHANGE (MAC) er to walk away from the transaction following the oc-

CLAUSE currence of a defined material adverse change or MAC.
What constitutes a MAC can be a matter of some
discussion, ranging from physical damage to the
building (affecting a certain percentage of the GFA]
or adversa regulatcrry and economic fEICtDrE

MATURE BUILDING A& bmldlng which is substantlally or fully occupued b}f
tenants of the appropriate type. Also called a “stabi-
lised building”.

MEZZANINE DEBT  Projects or acqulsltuc:-ns are usuallr_.r Fnanced bg,r a
mixture of debt and equity. Mezzanine debt is a hy-
brid that falls between the two offering with a higher
return than senior debt, but carrying higher risk as it
will rank behind the bank in terms of security or on a
liquidation. On the other hand, it offers lower returns
and less risk than equity. May involve an equity kicker
on top of interest if certain valuation targets are met.
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MEAMNING

MIRROR FUND

' MIXED USE

DEVELOPMENT

‘mMou
MULTI-FAMILY

MULTI-MANAGER

' NAMING RIGHTS

MET ASSET VALUE

(NAV)

NET EQUIVALENT

YIELD

'NET INITIAL YIELD

(NI'Y)

' NET OPERATING
INCOME (NOI)

A fund entity created to track the performance of
another fund. Typically used because the structure or
location of the principal fund may not be suitable for
investors from a particular jurisdiction whe therefare

invest in the mirror ﬁ_.lnd |nstead

A devel:::prnent that blends res:dennal commermal

li.e., office and/er retail), cultural and/or entertain-
ment uses, where those functions are physically and
functionally integrated. For example, a shopping
mall at basement and podium level with an office

tower or a hutel dﬂd remdentual towers on top.

Memorandum Df understandlng same as an LOI

A class 0F res-dentual real estate bemg a building
containing multiple separate housing units for rent-
al, where ownership of the building remains with

one OWI"IE'F

The term muh‘l managprlq oﬁen uc.r-"d |ntn:—*rchanqe

ably with fund of funds manager. However, strictly
speaking there is a difference. Typically & multi-man-
ager is a fund manager who invests a single mandate
from an investor into &2 number of property funds or
investment vehicles/opportunities as opposed to a
fund of funds manager who runs a co-mingled fund
from multiple investors and that fund then invests in

~arange of other funds.

The right to name a bmldlng, Dﬂ:en granted by the

building owner to a major tenant.

In respect of a busuness entity, its assets- |e5-5 its |lab||
ities, calculated in accordance with relevant account-

ing principles.

The average Df the net |n|t|a| yleld and reversionary
yield, time weighted to represant the yield of a prop-

erty based upon the timing of the receipt of income.

The net operating income of the property divided by

the gross property value.

The gross operating income Df a prc:pertj,,r fDr the

period less operating expenses.
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NOTARY A person licensed by the government to perform
acts in legal affairs, in particular witnessing signatures
on documents. In some jurisdictions the transfer of
real estate or shares requires notarial recording. The
form and the scope of the notarizl profession varies
with local legal systems.

OFFSHORE In relation to a real estate transaction, a company

COMPANY incorporated in a different jurisdiction to the loca-
tion of the real estate it directly or indirectly owns.

In a PERE ownership structure it is commaon to have
onshore companies owning the real estate asset but
an offshore company to own the cnshore company.
Upon exit the seller can then sell shares in the off-
shore company, and there is also flexibility for loans
to be borrowed at the offshore or onshore level.

OFFSHORE LOAN A loan made to an offshore company in the corpo-
rate structure.

ONSHORE LOAN A loan to an onshore company in the corparate
structure,

OPEN ENDED FUND A type of private equity fund that does not have re-
strictions on the amount of equity or units the fund
can issue, and individual investors can exit without
the fund being wound up. It requires the fund to
rmaintain sufficient liquidity in order to be able to
process exits by investors

OPERATOR An entity that operates a real estate-related busi-
ness, for example, hotel, office or retail mall man-
agement, or provider of logistics or self-storage
services or a developer, as opposed to an investor.
Often transactions involve cooperation between an
operator and an investor,
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MEAMNING

OPPORTUNISTIC
FUND

A fund following a high risk high return strategy,

for example, targeting investments in an immature
or less than transparent market (such as emerging
economies) but with high growth potential and often
invalving high degrees of leverage.

INREV defines an opportunistic fund as "A fund
which typically uses high leverage, has a high expo-
sure to development or other forms of active asset
management, and will deliver returns primarily in the
form of capital appreciation. The fund may invest in
any markets or sectors, and may be highly focused

on individual markets or property types.”

PEMNSION FUNDS

A fund or scheme established to provide retirement
income to individual investors. Also known as super-
annuation funds,

Pensicn funds seek long term income to match
their long term liabilities so are active institutional
investors in real estate, either as an LPin a fund, or
via a separate account or, in the case of those large
enough to have their own investment teams, direct

investrments.

PERE

' PLACEMENT AGENT |
PLATFORM
ACQUISITION

Private equity real estate. Typically, private equity
real estate investing involves the acquisition, financ-
ing and direct ownership of real estate (or indirect
ownership via the acquisition of shares in a special
purpose vehicle acting as a holding company) or
real estate operating business through seme form
of poaled fund investment vehicle or via a separate

account.

Assists fund sponsors in raising capital into the fund.

The purchase of an entity that includes an operating
business, for example, an operator of a self-storage
business; as opposad to a special purpose vehicle
that merely holds assets, for example, the entity that

owns the self-storage locations.

PRIVATE
PLACEMENT
MEMORANDUM
(PPM)

See investment memaorandum.
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MEAMNING

PROFESSIONAL
TEAM
(CONSTRUCTION)

'PROMOTE

 PROPERTY
MANAGEMENT

'PROPTECH

'RELIANCE LETTER
group to whom the:,,r accept ||E||:H||ty

'RENT ROLL

'RE-POSITION
(BUILDING)

QUALIW OMLY)

RESUMPTION (OF

LAND)
RETAIL FUND

Architects, structural enginears, guantity surveyors
and other professionals who are appointed in rela-
tion to a construction project and who are not em-
ployed by the main contractor or a sub-contractor.
The professional team typically has a direct contract

~with the employer/developer.

The fund manager’s dlSperDl‘tlDl‘latE‘ share c:-f pruflts
in a fund (or a specific deal) once the profits in the
fund [or deal) exceed a previously agreed hurdle.

The hurdle will depend on the type of investment
(i.e., lower for core funds and higher for opportunistic

funds). Same meaning as carried interest,

To be distinguished from asset management.
Froperty management is managing the day-to-day
operations of a property, including cleaning, main-

tenance secu rlt_r,r etc.

A loose term to describe technolmgy used to make
real estate operations, design, construction and
tra nsactions more EF‘FICIEnt

A letter b',r which a service prmrlder may extend the

A register showmg details of the leases of ever}- tenant
in a building, including the names of tenants, the actu-

al amounts af rent and The term oF the Ieases

& real estate investment strategy where the owner
tries to improve the status of a building, for exam-
ple, from a Grade B to a Grade A building, or from a
fringe area to a core area, or as a specialized cluster

of a certain type cn‘ tenant.

A sensor-based and performance driven certification

programm for |n|:|cu:::-r air quallty of buﬂdlngs

The Compu|sor§,f acquisition of land by the govem- B

ment

A prwate eq-.ut;.r fumd that aims to muest in retaul r:—:-al
estate assets, such as shopping malls. Not to be con-
fused with a fund that is aimed at the mass market

(i.e., retail) investors,
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MEAMNING

RETENTION

REVERSIONARY
YIELD
RIGHT OF FIRST
OFFER

'RIGHT OF FIRST
REFUSAL

'SANCTIONS

' SEEDED FUNDS

In an SPA the part of the purchase price that the

purchaser holds back until the seller has performed

certain specified obligations or other post-closing
conditions are satisfied.

Thr.—:- estimated long-term net opEratmg income r:.f
the property divided by the gross property value.

In & shareholdars’ agreement, the right of an Exlstlng
sharehalder to be offered any shares that another
sharehclder wishes to sell (the selling shareholder)
before the selling shareholder offers the shares to an
outsider. If the existing shareholder declines the offer,
then the selling sharehalder may offer (and sell) the
shares to an outsider on terms no more favorable than
the offer to the existing shareholder, for an agreed
period (usually around six months). Similar to the
right of first refusal, it is a method of restricting the
sale of shares in a joint venture company to a person
the existing sharehclders do not wish to partner with,
However, it is generally considered maore practical
because the selling shareholder does not have to find

a third-party purchaser before triggering the process.

In a shareholders’ agreement, the right of an Exustmg
sharehaolder to be offered the right to purchase any
shares that another shareholder (the selling share-
haolder) has agreed to sell to a third party, on the
same terms as those offered to a third party. Like the
right of first offer, it is a way of restricting the sale of
shares in a joint venture company to a person the
existing shareholders do not wish to partner with,
However, it is generally less common than the right
of first offer, because the right of first refusal requires
the selling shareholder to find a buyer before they
can trigger the process, and it is hard to find a com-
mitted buyer if they know that anather shareholder

has this right of first refusal.

Sanctions are internationally -mp-::sed prc:-hubutmns frc:m
dealing with or making payments to specific named

{le sanctlonl:-*d} partles e.g. in ZD'IB Iranian entltles

A prwate equity fund that has already acquired some
assets prior to the investors becoming committed
to the fund. Seeded deals are financed by the fund

SQGHSOF S COmmi tme I"It
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MEAMNING

SENIOR DEET

SEPARATE
ACCOUNT

' SHAREHOLDERS'
AGREEMENT (SHA)

SHARE DEAL

'SHAREHOLDER'S
LOAN

Debt that gets paid back in priority to all other debt
of the relevant borrower, usually provided by a li-
censed bank. Senior debt typically ranks higher in

a liguidation, has better security, and as a result, a
lower rate of interest, than other types of debt (2.g.,
mezzanine debt or subordinated delbt which are ex-

~amples of junior debt).

Aninvestment account estabhshed b;,r an |n~.re5tc-r wuth
a third-party fund manager, but unlike a fund, there
is only one investor, so no co-mingling and typically
the manager would not have full discretion to make
investments without the investor's specific consent,
Usually has a lower fee structure than a co-mingled
fund. Larger investors often like to blend investing in
a co-mingled fund and then place a larger amount
in a separate account alongside it (within the same
manager as the fund) with co-investment rights (see
Co-investment). This gives the investor a lower aver-
age level of fees and also more control compared to

investing the full amount in the co- mmg?ed #‘und

An agreement between the shareholders of a com-
pany that describes how the company should be
operated and outlines shareholders’ rights and
obligations. Generally it gives more power to the
minarity shareholders (including specific veto rights)
than would be available under general law, as well as
restrictions on the sale of shares, commitment to a
business plan, funding commitments, exit rights and

dustrubutmn waterfaf rs

The acquisition of real estate by acquiring 'the shares
or stock of a special purpose vehicle that directly or
indirectly owns the underlying real estate asset. To be
contrasted with an asset deal, where the real estate

asset is acquured dnrectl;.r

A loan from a shareholder to a spersan' purpcse vehi-
cle that directly ar indirectly owns a real estate asset.
Although technically a form of debt, economically,

it is effectively equity (if the shareholdars all provide
such a loan pro rata to their shareholdings and on
the same terms). It is often more conveniant to fi-
nance a company through shareholder loans rather

than subscrlblng fDr 5hareﬁ
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MEAMNING

SIDE CAR

SIDE POCKET

' SPONSOR

'SPV OR SPECIAL
PURPOSE VEHICLE

STABILIZED
OCCUPANCY

STRATA OWNED

|STRATA SALE

SUB-CONTRACTOR

(CONSTRUCTION)

SUNSET
PROVISIONS

In the context of PERE, it is used in the same way as a
separate account with a right to co-invest alongside
a fund. The name derives fram the allusion to an
investor in the side car investing alengside the man-

ager rldln-:_:; t|'|E- rn-:::t-:::rcy-::le

In the context of hedge furﬁds a side pocket is an
account into which illiquid assets are placed for later
disposal and only investors at the time of creation

of the side pocket will share in the proceeds. In the
context of FERE, it is often used interchangeably with
a separate account or side car that has the right to

co-invest alongside the fund.

Sale and purchase agreement {Dr 5|:|rnet|me5 5|'|EIFE
purchase agreement) (UK) or stock purchase agres-
ment (US) - an agreement for the purchase of shares

ar stc:u:k in a company.

The entity that SPONSOrs the formation of a fund and

provides thE manager c:rf'the fund {the GF]

Company formed fora smgle specmc purpose in
connection with a transaction, for example, holding
one real estate asset so as to allow the option on exit
to sell the shares in the SPV (2 share deal) as well as

elllng thP asset dlrlalr.’cli_.r (an asset dea-l}

In respect Df anew of renmrated buuldmg whc-se
construction has been completed, cccupancy at a
“normal” long-term level for a property of that type

u nder CDI’T‘IDET.EHT. r'n d I"I EIQE r'n E'I"lT.

Where ownership of the building |.5 dwuded up I.-.Iuth
different owners owning different floors of the build-

ing [or parts of flaors or multuple f Ioors}

The sale of part of a building (for ex,arnple c:-nE.-.

~ whole horizontal floor of 3 building).

Hired by the main contractor in a construction proj-
act to perform a specific task as part of the overall
project (for example, piling, engineering work, fit out

works etc. }

A provision in an SFA settmg a t|me |||'T‘||t wuthln whlch
once a claim is made the person making the claim
must praoceed to start formal litigation proceedings

or their claim will be time barred.
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SWFS OR
SOVEREIGMN
WEALTH FUNDS

' TAG ALONG RIGHT

TENANT MIX

TERM SHEET

TITLE INSURANCE

TRUEUP

MEAMNING

State, owned funds tasked with investing govern-
ment assets outside of their home market. Active in
FERE either as an LP in co-mingled funds, investors
in separate accounts, or direct investments in their
own right. SWFs often have different tax treatment
than other investors and usually like to procead with

minimum publicity.

In a shareholders’ egreemer:-t the nght ef an emﬁtmg
shareholder to "tag along” on the same terms in the
sale of shares to a third party by another sharehald-
er (normally after the selling shareholder has been
through the right of first offer or right of first refusal
process). This prevents the existing shareholder from

bemg Ie{-t behmd |f its erugmel partner sells out.

The quallt}r and variety of tenants in a bUIldlhg For
example, in the case of a shopping mall, the amount
of space given to fashion vs. food and beverage

vs. entertainment, or luxury goods vs. mass market

gc:-Dds etc.

A nenbmdmg agreement semng eut the beeu: terme
and conditions of a transaction or investment. Once
the parties involved reach an agreement on the de-
tails laid out in the term sheet, a binding agreement
or contract that conforms to the term sheet details is
then drawn up. Similar to an MOU ar LOI, but often

not qune as fermal fend eﬁen not sugned]

The indemnity insurance that protects the holder
from financial loss sustained from defects in title to

a prepert:.f

A payment made euther b;.r the purcheeer te the seII—
er, or vice versa, in respect of the purchase of shares
in a company, to reflect the difference between (i) the
net asset value of the company assumed to be the
case onh the day of completion/closing and (i) the net
asset value as at the completion/closing date as de-
termined by the completion/closing accounts. This is
necessary where the purchase price of the company
is based on its net asset value of the company (usual-

ly with some agreed adjustments).
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MEAMNING

USPAP

VALUE ADDED
FUND

VOID RATE

WARRANTY

AND INDEMNITY
INSURANCE (W&I
INSURANCE)

WATERFALL

'WELL BUILDING
STANDARD

Waluation standards established through Uniform
Standards of Professional Appraisal Practice in the
United States. USFPAF is maintained by the Appraisal

Standards Board of the Appralsal Foundanon

A fund following a strategy characterized by target-
ing underperforming and/or undermanaged proper-
ties, that the fund beliaves it can improve by better
management (hence the phrase "value added") as
opposed to simply betting on a rising market.

INREVY defines value added fund as " A fund which
may invest in any property type and deliver returns
from a balance of income return and capital appreci-
ation. The fund may allocate part of its investments
in development. Typically it will also invest in forms
of active management, such as active leasing risk,
repositioning or redevelopment to generate returns
through adding value m the property. The fund will

use moderate leverage.”

A measure of the level of vacant space W|t|'||n a |:|l..|||l:|-
ing. This can be calculated either by reference to
the amount of vacant floor space or estimated rental

'u'alue Df the vacant space.

Insurance the purchaser (o sorne*trmes the seller} -;:vf
a company takes out to cover any claims for breach
of warranty by the seller that are discoverad after
completion/closing. Particularly useful in the context
of PERE transactions where the seller is an end-of-life
fund that will not have many (or any) assets following

rhe dusposal of the asset in questmn

A provision EDr‘italr“lEd in a shareholders’ agreer‘r‘rer‘:t
or a Limited Partnership Agreement setting out the
order in which distributions are made by the compa-
ny/fund. Typically the investors will get their original
stake back first plus a return until they reach the
hurdle rate of return. Once this has been achieved, it
is common for the fund manager to receive a return
higher than their proportionate interest in the invast-

ment (i.e., their catch up), up to a certain limit.

An mternatronal certrfrr;atron program based on stan—
dards in relation to the impact that buildings have on

the human health and wellness c:-f its cccupants.
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YIELD The rental or other income from a property divided
by the value of the property. Can be exprassed as
“gross” (which excludes from the income caleu-
|lation the costs of operating the property) or net
twhich deducts all costs frem income). See rever-
sionary vield or net initial yield for more sophisticat-
ed terms/definitions.

It is the same as a cap rate or capitalisation rate.
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law firm in the world with approximately 200 lawyers in each of the world's
three largest financial centers—MNew York, London and Hong Kong—the
backbone of the global economy.
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regions—ensures that our clients receive the best of our knowledge and
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