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Real Estate Trust Certificates 
 

Ps.28.00 (US$2.25) per CBFI 
     

We are a newly created Mexican real estate investment trust anchored by a large industrial portfolio and formed primarily to 
acquire, own, develop and manage real estate properties in the United Mexican States (“Mexico”).  This is the initial offering of 
our Real Estate Trust Certificates (Certificados Bursátiles Fiduciarios Inmobiliarios or “CBFIs”).  We are offering 295,700,000 
CBFIs in a combined offering consisting of (a) an initial public offering of 139,130,435 CBFIs in Mexico to the general public by 
way of a separate Spanish language prospectus (the “Mexican Offering”) and (b) an international offering of 156,569,565 CBFIs in 
the United States (the “International Offering,” and together with the Mexican Offering, the “Global Offering”) to qualified 
institutional buyers as defined under Rule 144A under the U.S. Securities Act of 1933, as amended (the “Securities Act”), in 
transactions exempt from registration thereunder, and in other countries outside of Mexico and the United States to certain non-
U.S. persons in reliance on Regulation S under the Securities Act (“Regulation S”).  This offering memorandum relates only to the 
International Offering.  CBFIs being offered in the Global Offering may be reallocated between the Mexican Offering and the 
International Offering, and the closing of the International Offering and the Mexican Offering are conditioned upon each other.  
See “Plan of Distribution.” 

We have granted the initial purchasers and the Mexican underwriters options to purchase up to an additional 44,355,000 
CBFIs within 30 days of the date of this offering memorandum solely to cover over-allotments, if any.  See “Plan of Distribution.”  
The initial public offering price is Ps.28.00 or US$2.25 per CBFI. 

There is currently no public market for our CBFIs.  We have applied to register the CBFIs in Mexico with the Mexican 
Securities Registry (Registro Nacional de Valores) (“RNV”), maintained by the Mexican National Banking and Securities 
Commission (Comisión Nacional Bancaria y de Valores) (“CNBV”), and to list the CBFIs for trading on the Mexican Stock 
Exchange (Bolsa Mexicana de Valores, S.A.B de C.V.) (“BMV”) under the symbol “TERRA13”.  The registration of the CBFIs in 
the RNV is expected to be obtained on or before the closing of the Global Offering as required under the Ley del Mercado de 
Valores (the “Mexican Securities Market Law”).  Such registration does not imply a certification as to the investment quality of 
the securities offered in this offering memorandum, our solvency, or the accuracy or completeness of the information contained in 
this offering memorandum, and such registration does not validate acts or omissions, if any, undertaken in contravention of 
applicable law. 

     

Investing in our CBFIs involves risks.  See “Risk Factors” beginning on page 24. 

The CBFIs have not been and will not be registered under the Securities Act or the securities laws of any jurisdiction, other 
than Mexico.  The CBFIs may not be offered or sold within the United States or to U.S. persons, except to qualified institutional 
buyers in reliance on the exemption from registration provided by Rule 144A under the Securities Act, and to certain non-U.S. 
persons in offshore transactions in reliance on Regulation S under the Securities Act.  For further details about eligible offerees 
and transfer restrictions, see “Transfer Restrictions.” 

The initial purchasers expect to deliver the CBFIs to purchasers on or about March 25, 2013 through the book-entry facilities 
of S.D. Indeval Institución para el Depósito de Valores, S.A. de C.V. (“Indeval”) in Mexico City, Mexico. 

    

Joint Book-Running Managers 

Citigroup Goldman, Sachs & Co. HSBC 
    

March 19, 2013 
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NOTICE TO INVESTORS 

This offering memorandum is confidential.  This offering memorandum has been prepared by us solely for 
use in connection with the proposed offering of the securities described in this offering memorandum.  This offering 
memorandum is personal to each offeree and does not constitute an offer to any other person or to the public 
generally to subscribe for or otherwise acquire securities.  You are authorized to use this offering memorandum 
solely for the purpose of considering the purchase of our CBFIs.  Distribution of this offering memorandum to any 
other person other than the prospective investor and any person retained to advise such prospective investor with 
respect to its purchase is unauthorized, and any disclosure of any of its contents, without our prior written consent, is 
prohibited.  Each prospective investor, by accepting delivery of this offering memorandum, agrees to the foregoing 
and to make no photocopies of this offering memorandum or any documents referred to in this offering 
memorandum. 

This offering memorandum has not been reviewed by the CNBV.  The Mexican Offering is being made in 
Mexico pursuant to a prospectus in Spanish with the same date as this offering memorandum.  The Mexican 
prospectus, which has been filed with and will be reviewed and approved by the CNBV, and this offering 
memorandum contain substantially the same information, in all material respects, except that the Mexican 
prospectus includes other information required by regulation in Mexico. 

In making an investment decision, prospective investors must rely on their own examination of our 
business, the CBFIs and the terms of the offering, including the merits and risks involved.  Prospective investors 
should not construe anything in this offering memorandum as legal, business or tax advice.  Each prospective 
investor should consult its own advisors as needed to make its investment decision and to determine whether it is 
legally permitted to purchase the securities under applicable legal investment or similar laws or regulations. 

We have furnished the information in this offering memorandum.  You acknowledge and agree that the 
initial purchasers make no representation or warranty, express or implied, as to the accuracy or completeness of such 
information, and nothing contained in this offering memorandum is, or shall be relied upon as, a promise or 
representation by the initial purchasers.  This offering memorandum contains summaries believed to be accurate 
with respect to certain documents, but reference is made to the actual documents for complete information.  All such 
summaries are qualified in their entirety by such reference.  Copies of documents referred to herein will be made 
available to prospective investors upon request to us or the initial purchasers. 

We have prepared the information contained in this offering memorandum.  Neither we nor any of the 
initial purchasers has authorized anyone to provide you with any other information and neither we nor any of the 
initial purchasers takes any responsibility for other information others may give you. 

The distribution of this offering memorandum and the offering and sale of the CBFIs in certain 
jurisdictions may be restricted by law.  We and the initial purchasers require persons into whose possession this 
offering memorandum comes to inform themselves about and to observe any such restrictions.  This offering 
memorandum does not constitute an offer of, or an invitation to purchase, any of the CBFIs in any jurisdiction in 
which such offer or sale would be unlawful.  No one has taken any action that would permit a public offering to 
occur in any jurisdiction other than Mexico. 

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES 

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has 
approved or disapproved of these securities or determined if this offering memorandum is truthful or complete.  Any 
representation to the contrary is a criminal offense. 

The CBFIs are subject to restrictions on transferability and resale and may not be transferred or resold 
except as permitted under the Securities Act and the applicable state securities laws pursuant to registration or 
exemption therefrom.  As a prospective purchaser, you should be aware that you may be required to bear the 
financial risks of this investment for an indefinite period of time.  Please refer to the sections in this offering 
memorandum entitled “Plan of Distribution” and “Transfer Restrictions.” 
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NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A 
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED 
STATUTES (“RSA’) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY 
IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE 
CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED 
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING.  NEITHER ANY SUCH FACT 
NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A 
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE 
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY 
PERSON, SECURITY OR TRANSACTION.  IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, 
TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION 
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH. 

     

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM 

Our CBFIs may not be offered or sold to any person in the United Kingdom, other than to persons whose 
ordinary activities involve them acquiring, holding, managing or disposing of investments (as principal or agent) for 
the purposes of their businesses or who it is reasonable to expect will acquire, hold, manage or dispose of 
investments (as principal or agent) for the purposes of their businesses or otherwise in circumstances which have not 
resulted and will not result in an offer to the public in the United Kingdom. 

INFORMATION FOR INVESTORS IN CERTAIN COUNTRIES 

For information for investors in certain countries, see “Transfer Restrictions” and “Plan of Distribution.” 
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ENFORCEMENT OF CIVIL LIABILITIES 

We are a trust formed under the laws of Mexico.  Most of the members of our board of directors and the 
directors and officers of our Management Subsidiary and our Advisor reside in Mexico and all or a significant 
portion of the assets of such persons are located in Mexico.  Furthermore, all of our assets are located in Mexico.  As 
a result, it may not be possible for investors to effect service of process within the United States or in any other 
jurisdiction outside Mexico upon such persons or us or to enforce against them or us in courts of any jurisdiction 
outside Mexico judgments predicated upon the civil liability provisions of the federal securities laws of the United 
States.  We have appointed CT Corporation System, as an agent to receive service of process with respect to any 
action brought against us in any federal or state court in the State of New York arising from this offering.  There is 
doubt as to the enforceability, in original actions in Mexican courts or in original actions or actions for enforcement 
of judgments obtained in courts of jurisdictions outside of Mexico, of civil liabilities under the laws of any 
jurisdiction outside of Mexico, including any judgment predicated solely upon the federal and state securities laws 
of the United States.  We have been advised by our special Mexican counsel that no treaty is currently in effect 
between the United States and Mexico that covers the reciprocal enforcement of foreign judgments.  In the past, 
Mexican courts have enforced judgments rendered in the United States by virtue of the legal principles of reciprocity 
and comity, consisting of the review in Mexico of the United States judgment in order to ascertain, among other 
matters, whether Mexican legal principles of due process and public policy (orden público) have been complied 
with, without reviewing the merits of the subject matter of the case.  See “Risk Factors—Risks Related to Mexico.” 
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AVAILABLE INFORMATION 

We are not subject to the reporting requirements of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”).  For so long as any of the CBFIs remain outstanding and are “restricted securities” within the 
meaning of Rule 144(a)(3) under the Securities Act, we agree to furnish upon the request of any holder of the 
CBFIs, to the holder or beneficial owner or to each prospective purchaser designated by any such holder of the 
CBFIs or interests therein who is a “qualified institutional buyer” within the meaning of Rule 144A(a)(1), 
information required by Rule 144A(d)(4) under the Securities Act, unless we either maintain the exemption from 
reporting under Rule 12g3-2(b) of the Securities Act or furnish the information to the SEC in accordance with 
Section 13 or 15 of the Exchange Act.  Any such request may be made to us in writing at our main offices located at 
Andres Bello #10, Piso 11, Col. Polanco, 11560, México, D.F., Mexico, Attention: Francisco Navarro, Chief 
Financial Officer.  We are also required periodically to furnish certain information, including quarterly and annual 
reports, to the CNBV and the BMV, which will be available in Spanish for inspection through the BMV’s website at 
www.bmv.com.mx. 

Under the terms of our Trust Agreement, we are required to furnish to Monex Casa de Bolsa, S.A. de C.V., 
Monex Grupo Financiero (or any entity appointed as a successor thereto), as the common representative of the 
holders of our CBFIs (the “Common Representative”) all notices of meetings of the holders of our CBFIs and other 
reports and communications that are generally made available to holders of our CBFIs.  At our request, the Common 
Representative will be required under our Trust Agreement to mail these notices, reports and communications 
received by it from us to all record holders of our CBFIs promptly upon receipt. 
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FORWARD-LOOKING STATEMENTS 

This offering memorandum contains forward-looking statements.  Examples of such forward-looking 
statements include, but are not limited to: (i) statements regarding our results of operations and financial position; 
(ii) statements of plans, objectives or goals, including those related to our operations; and (iii) statements of 
assumptions underlying such statements.  Words such as “aim,” “anticipate,” “believe,” “could,” “estimate,” 
“expect,” “forecast,” “guidance,” “intend,” “may,” “plan,” “potential,” “predict,” “seek,” “should,” “will” and 
similar expressions are intended to identify forward-looking statements but are not the exclusive means of 
identifying such statements. 

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and 
specific, and risks exist that the predictions, forecasts, projections and other forward-looking statements will not be 
achieved.  We caution investors that a number of important factors could cause actual results to differ materially 
from the plans, objectives, expectations, estimates and intentions expressed or implied in such forward-looking 
statements, including the following factors: 

 competition in our industry and markets; 

 our use of the net proceeds of the Global Offering; 

 our business and investment strategy; 

 our ability to maintain or increase our rents and occupancy rates; 

 the performance and financial condition of our tenants; 

 our ability to successfully engage in strategic acquisitions of properties; 

 our ability to successfully expand into new markets and asset types; 

 our ability to successfully engage in property development; 

 our ability to lease or sell any of our properties; 

 economic trends in the industries or the markets in which we operate; 

 general market, economic and political conditions, particularly in Mexico, including the effect of the 
recent economic slowdown on the global credit markets; 

 the effect of changes in accounting principles, intervention by regulatory authorities, government 
directives and monetary or fiscal policy in Mexico; 

 our ability to obtain necessary third-party financing on favorable terms or at all; 

 changes in interest rates; 

 the amount and yield of any additional investments; 

 our ability to generate sufficient cash flows to satisfy any future debt service obligations and to pay 
dividends to holders of our CBFIs; 

 the terms of laws and government regulations that affect us and interpretations of those laws and 
regulations, including changes in tax laws and regulations affecting FIBRAs, changes in 
environmental, real estate and zoning laws and increases in real property tax rates; 
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 our ability to maintain our qualification as a FIBRA; and 

 the risk factors discussed under “Risk Factors” beginning on page 24. 

Should one or more of these factors or uncertainties materialize, or should underlying assumptions prove 
incorrect, actual results may vary materially from those described herein as anticipated, believed, estimated, 
expected, forecast or intended.  Prospective investors should read the sections of this offering memorandum entitled 
“Summary,” “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” and “Business and Properties” for a more complete discussion of the factors that could affect our future 
performance and the markets in which we operate. 

In light of these risks, uncertainties and assumptions, the forward-looking events described in this offering 
memorandum may not occur.  These forward-looking statements speak only as to the date of this offering 
memorandum and we undertake no obligation to update or revise any forward-looking statement, whether as a result 
of new information or future events or developments.  Additional factors affecting our business emerge from time to 
time and it is not possible for us to predict all of these factors, nor can we assess the impact of all such factors on our 
business or the extent to which any factor, or combination of factors, may cause actual results to differ materially 
from those contained in any forward-looking statement.  Although we believe the plans, intentions and expectations 
reflected in or suggested by such forward-looking statements are reasonable, we cannot assure you that those plans, 
intentions or expectations will be achieved.  In addition, you should not interpret statements regarding past trends or 
activities as assurances that those trends or activities will continue in the future.  All written, oral and electronic 
forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety 
by this cautionary statement. 
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PRESENTATION OF FINANCIAL AND CERTAIN OTHER INFORMATION 

Unless otherwise specified or the context otherwise requires, references in this offering memorandum to 
“the Company,” “the issuer,” “we,” “us” and “our” are references to Terrafina, a Mexican real estate investment 
trust.  References in this offering memorandum to “the Trustee” refer to The Bank of New York Mellon, S.A., 
Institución de Banca Múltiple, in its capacity as trustee of Terrafina.  References in this offering memorandum to 
“our Management Subsidiary” refer to TF Administradora, S. de R.L. de C.V.  References in this offering 
memorandum to “our Advisor” refer to PLA Administradora Industrial, S. de R.L. de C.V., as our advisor. 

Financial Information 

The offering memorandum contains the financial and operating data on a historical combined basis for the 
Contributing Trusts.  The Contributing Trusts have been managed by affiliates of PREI, and collectively currently 
own, directly or indirectly, 132 developed industrial facilities and 14 land reserve parcels in Mexico (the 
“Underlying Properties”).  Upon completion of the Global Offering and the Formation Transactions, we will acquire 
the Underlying Properties and assume the ownership and operation of their businesses. 

This offering memorandum includes the audited annual combined financial statements of the Contributing 
Trusts as of and for the years ended December 31, 2012, 2011 and 2010, together with the notes thereto 
(collectively, the “Combined Financial Statements”).  The Combined Financial Statements include the net assets and 
results of operations of the Contributing Trusts and have been prepared on a going-concern basis applying a 
historical cost convention, except for the revaluation of investment property, investment-level debt and derivative 
financial instruments that have been measured at fair value.  In addition, all significant intercompany balances and 
transactions were eliminated from the Combined Financial Statements.  For the foregoing reasons, the Combined 
Financial Statements are not necessarily indicative of what our actual financial position and results of operations 
would have been as of the date and for the periods indicated, nor does it purport to represent our future financial 
position or results of operations. 

The financial information contained in the offering memorandum has been presented in accordance with 
International Financial Reporting Standards (“IFRS”) issued by International Financial Reporting Interpretations 
Committee (IFRIC) and the Standing Interpretations Committee (SIC), applicable as of December 31, 2012 for the 
audited annual combined financial statements, which differs in certain significant respects from accounting 
principles generally accepted in the United States. 

Currency Information 

In this offering memorandum, references to “Pesos” or “Ps.” are to Mexican Pesos, the lawful currency of 
Mexico; references to “U.S. Dollars” or “$” are to U.S. Dollars, the lawful currency of the United States. 

We maintain our books and records in our functional currency, the U.S. Dollar, and convert all amounts 
into Mexican Pesos, our reporting currency, in our Combined Financial Statements and for the purpose of our future 
reporting obligations with the BMV.  See note 3 to our Combined Financial Statements for a further discussion 
regarding currency translations in respect of historical information.  This offering memorandum contains 
translations of certain Peso amounts into U.S. Dollars at specified rates solely for the convenience of the reader.  
These translations should not be construed as evidence, proof or representations that the Peso amounts actually 
represent such U.S. Dollar amounts or could be converted into U.S. Dollars at the rate indicated as of the dates 
mentioned herein or at any other rate. 

Unless otherwise indicated, Peso amounts in this offering memorandum have been translated from U.S. 
Dollars at an exchange rate of Ps.13.01 to US$1.00 published by Banco de México in the Official Gazette (Diario 
Oficial de la Federación) (the “Official Gazette”), on December 31, 2012.  See “Exchange Rates” for information 
regarding the rates of exchange between the Peso and the U.S. Dollar for the periods specified therein. 
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Rounding 

We have made rounding adjustments in arriving at some of the figures included in this offering 
memorandum.  As a result, numerical figures shown as totals in some tables may not be the arithmetic aggregations 
of the figures that precede them. 

Industry and Market Data 

Market data and other statistical information used throughout this offering memorandum are generally 
based on independent industry publications, government publications, reports by market research firms or other 
published independent sources, including: Jones Lang LaSalle, a financial and professional services firm 
specializing in real estate; Instituto Nacional de Estadística y Geografía (Mexican National Institute of Statistics and 
Geography) (“INEGI”); Banco de México (Mexican Central Bank) (“Banco de México”); Goldman, Sachs & Co. 
internal research; the World Bank; MexicoNow (January – February 2013), a Mexican business publication 
(“MexicoNow”); International Monetary Fund (“IMF”), Instituto Mexicano de Ejecutivos de Finanzas (Mexican 
Institute of Finance Executives) (“IMEF”), Asociación Nacional de Tiendas de Autoservicio y Departamentales 
(Mexican National Association of Supermarkets and Department Stores) (“ANTAD”); Consejo Nacional de 
Población (Mexican National Population Council) (“CONAPO”); The Economist; AlixPartners, a global consulting 
firm; United States Bureau of Economic Analysis (“BEA”); Asociación Mexicana de la Industria Automotriz 
(Mexican Association of the Automotive Industry) (“AMIA”); U.S. Census Bureau; The New York Times; The 
Washington Post; The Boston Consulting Group; U.S. Department of Transportation; and The Nomura Report; UN 
Development Programme.  

Some data are also based on our estimates, which are derived from our internal analysis, as well as 
independent sources.  Although we believe these various sources are reliable, we have not independently verified the 
information and cannot guarantee its accuracy or completeness.  In addition, these sources may use different 
definitions of the relevant markets than those we present.  Data regarding our industry are intended to provide 
general guidance but are inherently imprecise. 

Measurement Data 

The standard measure of area in the real estate market in Mexico is the square meter (m2), while in the 
United States the standard measure is the square foot (sq. ft.).  Unless otherwise specified, all units of area shown in 
this offering memorandum are expressed in terms of square feet.  Ten square feet is equal to approximately 0.929 
square meters.  Certain percentages and totals may not sum due to rounding. 
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GLOSSARY OF TERMS AND DEFINITIONS 

Advisor means PLA Administradora Industrial, S. de R.L. de C.V., a Mexican sociedad de responsabilidad limitada 
de capital variable, and affiliate of PREI Latin America, acting in its capacity as our advisor pursuant to the 
Advisory Agreement. 

Annualized Base Rent means the contractual rent to be paid under a lease agreement by a tenant over a 12-month 
period, excluding reimbursements for property operating expenses, which are expenses borne by the tenant and 
passed through to us as incurred. 

Annualized Base Rent per leased square foot means Annualized Base Rent divided by the leased square feet at 
period end. 

Bajío is a lowlands region of central Mexico that includes portions of the states of Guanajuato, Querétaro, 
Aguascalientes, Jalisco and Michoacán. 

Buildable GLA means the GLA that can reasonably be expected to be generated on land reserves and/or properties 
with expansion potential, based on management’s projections for each property. 

CBFIs means Real Estate Trust Certificates (Certificados Bursátiles Fiduciarios Inmobiliarios), known by their 
Spanish acronym. 

Clear Height means the distance from the floor to the lowest-hanging ceiling member or hanging objects, beams, 
joists or truss work descending down into a substantial portion of the industrial work area.  Clear Height defines 
minimum height of usable space within the structure. 

Contributing Trusts means the nineteen Mexican trusts that directly or indirectly own the Underlying Properties. 

Core Properties means properties consisting of brand-new facilities or facilities that have shown historically strong 
leasing activity, with lease renewal probabilities in the 60% to 70% range, vacancies of less than nine months or 
NOI margins above 90%. 

CPOs means Ordinary Participation Certificates (Certificados de Participación Ordinarios) issued by the CPO 
Trusts. 

CPO Trusts means the Mexican issuer trusts created pursuant to Irrevocable Trust Agreement Number F/1411 and 
Irrevocable Trust Agreement Number F/1412 (each a “CPO Trust Agreement”), each entered into by and among the 
Contributing Trusts, as settlors, Banco Invex, S.A., Institución de Banca Múltiple, Invex Grupo Financiero, as 
trustee, and The Bank of New York Mellon, S.A., Institución de Banca Múltiple, as common representative for the 
holders of the CPOs, pursuant to which, among other things, the trustees thereunder issued CPOs in favor of the 
Contributing Trusts in exchange for the beneficiary rights held by such Contributing Trusts in each of the trusts 
holding, directly or indirectly, the Underlying Properties. 

FIBRA means a Mexican real estate investment trust authorized by articles 223 and 224 of the Mexican income tax 
law (fideicomiso de bienes raíces), known by its Spanish acronym. 

Formation Transactions means the series of transactions we will engage in concurrently with the Global Offering 
that will consolidate our initial real estate portfolio.  See “Structure and Formation.” 

Gross Asset Cost means the cost of acquiring and developing our Real Estate Assets, including expenses and 
capital expenditures. 

Gross Leasable Area or GLA means the total floor area of leasable property within our Underlying Properties at 
period end, excluding car park space and other common space, as measured in square feet. 
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Initial Portfolio means the 146 Underlying Properties that will be contributed to us pursuant to our Formation 
Transactions,  consisting of 132 developed industrial facilities, with a collective GLA of approximately 19.8  million 
square feet and 14 land reserve parcels. 

LGTOC means the Mexican General Law of Negotiable Instruments and Credit Transactions (Ley General de 
Títulos y Operaciones de Crédito), as amended and/or supplemented from time to time. 

Loading Dock means an elevated platform at the shipping or delivery door of a building which is typically at the 
same height as the floor of a motor truck or railroad car to facilitate loading or unloading. 

Local Property Managers means those local third-party service providers that coordinate the day-to-day operations 
of the Underlying Properties. 

Management Subsidiary means our wholly-owned subsidiary TF Administradora, S. de R.L. de C.V., a Mexican 
sociedad de responsabilidad limitada. 

Net Operating Income means, for a given period, the sum of Rental Revenue and Other Operating Income, less 
Real Estate Expenses and Taxes and other property operating expenses.  Net Operating Income may be presented on 
a consolidated basis or with respect to certain properties. 

NOI Margin means, for a given period, Net Operating Income divided by Rental Revenue. 

PREI means Prudential Real Estate Investors, a global real estate investment manager with, as of September 30, 
2012, approximately US$51.2 billion in gross real estate assets (approximately US$34.6 billion net of indebtedness). 

PREI Latin America means the Latin America business of PREI with approximately US$2.6 billion in committed 
capital and approximately US$3.6 billion of gross assets under management (approximately US$2.4 billion net of 
indebtedness) as of September 30, 2012. 

Prudential means Prudential Financial, Inc. (NYSE: PRU), a financial services provider with approximately 
US$1.06 trillion of assets under management as of December 31, 2012. 

Prumex Industrial means Prumex Industrial III, an industrial real estate fund managed by PREI Latin America. 

Real Estate Assets means, collectively, (a) the CPOs issued by the CPO Trusts, and the interests associated 
therewith; (b) any trust properties acquired, directly or indirectly, by us; (c) the rights to obtain income from lease 
agreements entered into in connection with any of our properties; (d) the rights to obtain income from any 
agreements entered into in connection with any of our properties; and (e) any and all licenses, permits and 
authorizations that are necessary to own, operate and construct any of our properties. 

Repositioning Properties means properties that have been successful in terms of location and layout features with a 
history of at least one long term lease agreement, and with recent occupancy rate levels below 60%, representing a 
growth opportunity for rental income through investment in improvements and/or changes in utilization. 

Top Markets means Cuautitlán Izcalli, Ciudad Juárez, Querétaro, Ramos Arizpe, Guadalajara, Tijuana and 
Monterrey. 

Triple Net Lease means a lease agreement which requires the tenant to pay all operating expenses and non-
operating expenses, including but not limited to property taxes, insurance, maintenance, security and other expenses. 

Underlying Properties means the 146 real estate properties, consisting of 132 developed industrial facilities and 14 
land reserve parcels owned, directly or indirectly, by the Contributing Trusts, which will comprise our Initial 
Portfolio upon the consummation of the Global Offering and our Formation Transactions.  For a complete list of the 
Underlying Properties, please see Annex A. 
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SUMMARY 

This summary highlights selected information from this offering memorandum and may not contain all the 
information that is important to you as an intended investor in our CBFIs.  For a more complete description of us, 
our business and this offering, you should read this entire offering memorandum, including the “Risk Factors” and 
the financial information appearing elsewhere in this offering memorandum. 

Overview 

We are a newly created Mexican real estate investment trust anchored by a large industrial portfolio and 
formed primarily to acquire, own, develop and manage real estate properties in Mexico.  The Underlying Properties 
making up our Initial Portfolio consist of attractive, strategically-located warehouses and other light manufacturing 
properties primarily in markets we believe to have strong underlying fundamentals throughout the central, Bajío and 
northern regions of Mexico.  We intend to be treated as a Mexican real estate investment trust (fideicomiso de bienes 
raíces or a “FIBRA”), for Mexican tax purposes commencing with our taxable year ending December 31, 2013.  
Our objective is to provide attractive risk-adjusted returns to holders of our CBFIs over the long term through stable 
dividends and capital appreciation.  We intend to achieve this objective through the performance of our selectively-
assembled portfolio of industrial and other complementary real estate assets, our access to premier institutional 
sponsorship and our management and corporate governance structure. 

Since 2003, PREI Latin America has acquired and developed the industrial properties that prior to or 
concurrently with the Global Offering will form our initial real estate portfolio.  See “Structure and Formation.”  
The Underlying Properties making up our Initial Portfolio consist of 146 real estate properties, including 132 
developed industrial facilities with a collective GLA of approximately 19.8 million square feet and 14 land reserve 
parcels.  As of December 31, 2012, we believe our 14 land reserve parcels can support, in the aggregate, 
approximately 7.5 million square feet of Buildable GLA.  As of December 31, 2012, the properties in our Initial 
Portfolio were approximately 88.2% occupied.  Our Initial Portfolio is well-diversified both geographically and by 
tenant.  The Underlying Properties are located throughout 25 cities in 16 states, primarily in northern and central 
Mexico and are distinguished by the quality of our tenants.  We believe our Initial Portfolio benefits from well-
staggered lease expirations, and a weighted average remaining lease term of 3.5 years as of December 31, 2012.  In 
addition, we believe the structure of our leases, substantially all of which provide for fixed rental payments in U.S. 
Dollars, further contributes to the stability of the cash flow provided by our Initial Portfolio.  As of December 31, 
2012, the developed properties of our Initial Portfolio had a US$4.67 average Annualized Base Rent per leased 
square foot. 

We are internally managed by highly qualified industry specialists and externally advised by an affiliate of 
PREI Latin America.  We have assembled an internal management team with significant real estate experience and 
an in-depth knowledge of our portfolio and the financial and capital markets, which is complemented by the 
strategic overview and asset management capabilities of our Advisor.  We intend to leverage our Advisor’s multi-
faceted institutional real estate platform and local expertise, as well as its deep knowledge of the industrial and other 
real estate sectors.  We believe that our Initial Portfolio’s land reserves and vacant properties present us with the 
opportunity for incremental cash flow generation.  We also believe that the fragmented industrial real estate sector in 
Mexico, combined with our access to capital and the scalability of our portfolio, will offer us opportunities to build 
on our leadership position and capitalize on the significant market opportunities within the Mexican industrial real 
estate sector.  While our Initial Portfolio will consist of industrial properties, we may in the future expand into other 
complementary real estate sectors. 

Our Competitive Strengths 

Premier Institutional Sponsorship:  We expect to benefit from the substantial expertise of our Advisor’s 
vertically integrated real estate platform, industry relationships, market intelligence and execution capabilities.  
PREI, the real estate investment management business of Prudential, operates an integrated real estate investment 
business in the United States, Europe, the Middle East, Asia and Latin America.  With a global presence and a team 
of highly qualified industry specialists, PREI managed approximately US$51.2 billion in gross real estate assets 
(approximately US$34.6 billion net) as of September 30, 2012.  PREI Latin America, PREI’s Latin America unit, is 
one of the largest real estate investment managers in Latin America and has been investing in the region since 2002.  
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As of September 30, 2012, PREI Latin America managed approximately US$3.6 billion in gross real estate assets 
(approximately US$2.4 billion net).  Since 2003, PREI Latin America has maintained a team in Mexico City with 
real estate investment management responsibilities including the acquisition, development and management through 
Local Property Managers, financing and risk management in respect of the Underlying Properties, which has led to a 
deep knowledge of industrial real estate and robust local market intelligence.  Members of our Advisor’s senior 
management team have proven track records of acquiring, developing, financing and managing industrial real estate 
and, through the Contributing Trusts, oversaw growth of our portfolio from 1.2 million square feet as of December 
31, 2003 to 19.8 million square feet as of December 31, 2012.  Using a disciplined and proactive asset management 
process, members of our Advisor’s senior management team have increased the occupancy of the properties in our 
Initial Portfolio from approximately 84.8% as of December 31, 2011 to approximately 88.2% as of December 31, 
2012. 

As an affiliate of PREI, our Advisor will have continued access to PREI’s comprehensive due diligence, 
risk management, underwriting, accounting, cash management, compliance and legal policies and procedures as well 
as an in depth knowledge of our assets and markets and an expertise in leasing, property management, marketing, 
acquisitions, development and financing activities.  The continued involvement of PREI through our Advisor will 
provide business continuity for our Underlying Properties and our long-term tenant relationships.  We believe that as 
owners of one of the largest and most diversified industrial portfolios in Mexico, together with our continued 
relationship with PREI, we have a competitive advantage to capitalize on the opportunities within Mexico’s real 
estate market. 

Diverse Portfolio of Attractive Properties with Significant Scale:  Our Initial Portfolio, which we 
believe would be difficult to replicate due to its scale, diverse composition and strategic locations, is the third largest 
portfolio of industrial real estate properties in Mexico.  As of December 31, 2012, our Initial Portfolio was 
comprised of 132 developed industrial facilities with a GLA of approximately 19.8 million square feet and 14 land 
reserve parcels with approximately 7.5 million square feet of Buildable GLA located throughout nine geographic 
markets.  The scale of our Initial Portfolio helps us to achieve revenue diversification, offers us cost savings due to 
economies of scale and allows our tenants to expand across our locations as their businesses evolve.  We have 
amassed substantial market share in attractive markets, which we believe position us to benefit from the ongoing 
economic expansion in Mexico. 

Attractive Facilities:  We believe our focus on well-located, market-competitive industrial properties has 
positioned us to address the growth in demand for modern industrial and logistics facilities in Mexico.  We 
have developed high-quality and flexible properties with modern features such as wide column spacing, 
large floor plates, high ceilings, office space, large depth Loading Docks and good vehicular access.  Our 
Initial Portfolio is also relatively young, with 47 properties or 48.3% of total GLA built between 2007 and 
2012 and another 30 properties or 19.3% of total GLA built between 2002 and 2006.  We believe the 
quality of our properties coupled with our scale distinguishes us from our competitors in Mexico. 

Diversification:  Our tenant base is well diversified across a variety of industries, including automotive, 
electronic, consumer goods, industrial goods and logistics with no single tenant accounting for more than 
7.4% of total leased GLA of our Initial Portfolio or more than 7.7% of Annualized Base Rents as of 
December 31, 2012.  Our leased GLA as of December 31, 2012 was split among manufacturing and 
distribution usage, with 52.5% used by manufacturing tenants, which typically operate under longer leases 
than distribution tenants. 

Strategic Locations:  Over the past decade, the Underlying Properties were acquired or developed in more 
than 20 different locations as part of a strategic effort by PREI Latin America to own attractive assets 
within markets with long term growth prospects, including favorable demographic and economic trends, 
robust infrastructure and communication networks, qualified labor and competitive locations for light 
manufacturing processes, the logistics and trade sectors and, distribution warehouses.  Our Initial Portfolio 
has a strong presence in the major industrial hubs in Mexico, including Cuautitlán Izcalli, Querétaro, 
Ciudad Juárez and Ramos Arizpe.  We believe that many of our properties have the potential to achieve 
rental and occupancy rates equal to or above those typically prevailing in their respective markets due to 
their desirable locations within their submarkets, as well as our hands-on management approach. 
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Superior Governance Structure:  We believe our internally managed and externally advised structure 
reflects a thoughtful and prudent approach to corporate governance issues which is tailored to the interests of our 
shareholders while leveraging PREI’s institutional best practices and providing independent oversight. 

Corporate Structure:  The decision-making authority of our business has been allocated among various 
corporate entities, each with separate powers and responsibilities.  Holders of our CBFIs exert decision-
making authority at holders meetings (the “Holders Meetings”) and are responsible for certain top-level 
decisions, including resolution of issues raised by our board of directors and the removal of our Advisor.  
Our board of directors oversees our fully dedicated and wholly-owned Management Subsidiary and also 
names and supervises our Chief Executive Officer and Chief Financial Officer.  Our Management 
Subsidiary will employ and compensate the Chief Executive Officer and Chief Financial Officer of our 
business, who are responsible for driving our growth, establishing our strategic objectives, managing our 
investor relations and creating value for holders of our CBFIs.  Our Advisor was formed to present us with 
strategic and investment recommendations that are in line with the investment guidelines established by our 
board of directors.  Our Advisor is responsible for applying PREI’s institutional model with respect to asset 
and risk management by accessing its global best practices and standing committees.  Our Management 
Subsidiary implements our Advisor’s recommendations at its discretion, with the support of the Advisor’s 
resources.  We intend for our internal management team to, via our Advisor, leverage PREI’s in-house 
portfolio management, asset and risk management, capital markets, underwriting and operational functions, 
including accounting, tax and treasury capabilities.  This proposed structure is intended to provide us with 
an internal management team that is wholly dedicated to us, aligned with our equity holders and 
accountable to a majority independent board of directors, while simultaneously benefiting from PREI’s 
institutional platform. 

Board Composition & Committees:  Upon completion of the Global Offering, our initial board of directors 
will consist of seven members, of whom five will qualify as independent members.  At the initial Holders 
Meeting, any CBFI holder or group of holders of CBFIs has the right to appoint one member to our board 
of directors for each 10% interest held.  Accordingly, the size and composition of our board of directors 
may change to reflect the CBFI ownership after the Global Offering.  Additionally, our Advisor is 
contractually entitled to directly appoint one member to our board of directors.  Our Chief Executive 
Officer will also be a member and Chairman of the board of directors. 

There are three fully-independent committees of the board of directors.  Our Audit Committee has a 
primary role in the review and approval of our auditing and reporting obligations.  It will review opinions 
and reports of external auditors as well as perform the oversight of our guidelines and policies, internal 
controls and audit practices.  Our Practices Committee will aid the board of directors in making certain 
decisions relating to governance, particularly in the event of a potential conflict with the Advisor or its 
affiliates.  Our Nominating Committee will identify, evaluate and recommend candidates for election to, or 
removal from, the board of directors, and propose the compensation to be paid to the members of the board 
of directors.   

Experienced and Committed Internal Management Team:  Our internal management team has 
significant experience in all aspects of real estate management, marketing, leasing, acquisition, development and 
finance.  Our Chief Executive Officer, Alberto Chretin, has approximately 15 years of experience in the industrial 
real estate sector including acting as an executive consultant to PREI in the development of a strategic business plan 
for the Underlying Properties that comprise our Initial Portfolio.  Throughout his career, Mr. Chretin has 
demonstrated operational expertise in industrial real estate and the ability to efficiently deploy capital through 
property acquisitions and development.  During the past two years, Mr. Chretin served as the Secretary of Economy 
for the Chihuahua State Government of Mexico.  In this role, Mr. Chretin was responsible for attracting foreign and 
local investment into the region and promoting industrial activity, commerce and tourism.  Our Chief Financial 
Officer, Francisco Navarro, has approximately 15 years of experience at leading financial institutions, including 
with respect to risk management, capital markets and lending. 

Growth Oriented Capital Structure:  We believe that our capital structure provides us with significant 
operating flexibility as well as the capacity to fund our future growth.  At the time of our Global Offering, we will 
have put in place a new US$500 million secured, non-amortizing credit facility that will fund our growth strategy.  
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In addition, as a public company we will have greater access to the capital markets.  On a pro forma basis, as of 
December 31, 2012, and giving effect to the use of proceeds as set forth under “Use of Proceeds”, we would have 
had US$403.4 million available under our credit facilities.  As of December 31, 2012, our pro forma debt to total 
market capitalization would have been 20.4%, based on an initial offering price of Ps.28.00 per CBFI.  On a pro 
forma basis, as of December 31, 2012, we would have had 38.9% of our debt maturing within the next 36 months.  
Our pro forma weighted average cost of debt, excluding refinancing, would have been 4.3% as of December 31, 
2012.  We have strong relationships with recognized financial institutions, including Citigroup, Goldman, Sachs & 
Co., J.P. Morgan, HSBC, Bancomext, BBVA and Banorte that understand our business plan and operating model.  
Furthermore, as of December 31, 2012, 91.0% of the Annualized Base Rent is denominated in U.S. Dollars, 
allowing us to obtain financing in Dollars, which contributes to us having an attractively priced debt compared to 
our peers in Latin America. 

Business and Growth Strategies 

Macroeconomic Opportunity:  We believe the Mexican real estate sector presents significant market 
opportunities due to Mexico’s strong underlying economic and demographic fundamentals, geographic location and 
relatively low costs of labor. 

Mexico is the second-largest economy in Latin America and is experiencing rebounding growth following 
the global credit crisis, with GDP growth of 5.5% in 2010, and 3.9% in 2011 and 2012, well above the average 
annual historic rate of 3.2% since 1995.  Prudent fiscal policies, which include inflation levels and stable interest 
rates below 5.0%, each over the past three years, and a low debt-to-GDP ratio of 27% in 2012, have positively 
impacted Mexico’s recovery.  In addition, positive trends in Mexican demographics include increased per capita 
income, access to credit and expanded domestic consumption, together with a sustainable birth rate, that translate 
into a sustainable demand for goods in the future.  According to CONAPO, approximately 48% of the Mexican 
population is under the age of 26.  As this group ages and transitions into seeking jobs, buying homes and obtaining 
economic independency, further increases in domestic consumption are expected. 

Mexico’s geographic location positions it as a natural hub to the U.S., its largest export market, accounting 
for 79% of Mexico’s total exports, and the Latin American market, currently one of the most attractive markets 
given its demographics and growth prospects.  According to the US Department of Commerce, it is expected that by 
2018 Mexico could become the United States’ most active trade partner with Mexico’s exports representing 
approximately 16% of total imports into the United States.  Given rising fuel and freight rates, Mexico’s location 
presents a more cost-effective option relative to other low-cost manufacturing countries with greater exposure to 
increasing transportation costs.  In addition, over the past decade the Mexican federal government has increased its 
investment in infrastructure, including rail, highways and seaports, which has benefited our Underlying Properties. 

We also believe the cost-effectiveness and quality of labor, including the high level of specialization and 
training, in Mexico offers a competitive advantage to businesses operating in Mexico.  Mexico currently leads 
Germany, China and the United States in engineering degree graduates per capita.  In addition, unlike wages in 
China, which have risen exponentially, according to the Boston Consulting Group, Mexico’s labor costs have grown 
at a relatively stable pace over the past three years.  We believe our Underlying Properties in northern and central 
Mexico are positioned to capitalize on what we view as the twin engines of economic growth in Mexico: domestic 
consumption and exports of manufactured goods. 

Acquisitions and Organic Growth:  We believe our operating structure provides us with unique 
flexibility to implement our growth strategy via both acquisitions and organic growth.  We believe our capital 
structure and financial position, as well as our ability to leverage PREI’s acquisition expertise, differentiate us from 
our competitors.  PREI Latin America currently manages eight institutional funds and has significant experience 
acquiring and developing properties across real estate asset types and geographic markets.  See “ ─Our Institutional 
Relationships.”  While we are being formed to capitalize on existing and future growth opportunities within the 
industrial real estate sector, we intend to actively target asset types and markets that exhibit favorable long-term 
economic fundamentals and supply-demand characteristics that can add substantial value to the portfolio.  Our 
Advisor has a long track record and experience in acquiring portfolios and in property development, which 
positively positions us for growth through land reserve development and acquisitions of real estate in the industrial 
and other complementary sectors. 
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Acquisitions:  We plan to utilize our network of industry contacts and our knowledge of markets within 
Mexico to acquire competitive stabilized properties in core markets.  The real estate industry in Mexico is 
fragmented, largely consisting of small and medium-sized participants with limited access to capital or exit 
opportunities.  We believe that a robust pipeline of attractive properties will be available to us as smaller 
real estate owners take advantage of this liquidity opportunity.  Given our size, geographic reach and 
enhanced access to capital as a public entity, we believe we have an opportunity to act as a consolidator of 
industrial properties in Mexico.  See “Policies with Respect to Certain Activities ─Investment Policies.” 
Our and our Advisor’s experienced management teams remain committed to our best practice approach to 
underwriting and analyzing transactions that fit our investment criteria and generate attractive risk-adjusted 
returns.  In each transaction, we intend to continue to utilize best practices, existing relationships, and the 
expertise and resources of our Advisor to execute on a disciplined acquisition strategy. 

Organic Growth:  We intend to maximize the cash flows from our Underlying Properties by leasing 
currently vacant space, increasing rental rates through contractual rate increases, pursuing expansion 
opportunities and repositioning our properties. 

Growth in occupancy:  As of December 31, 2012, our Initial Portfolio was approximately 88.2% 
occupied, leaving approximately 2.3 million square feet available for lease.  We intend to increase 
our portfolio occupancy through the strategic deployment of capital in the form of tenant 
improvements while continuing to be competitive on amenities, building quality and rental rate. 

Contractual rental rate increases:  Our current leases generally contain contractual annual rental 
rate increases linked to an inflation index, typically the U.S. Consumer Price Index for U.S. 
Dollar-denominated leases and the Mexican inflation rate for Mexican Peso-denominated leases. 

Expansion opportunities driven by existing tenant relationships:  We frequently expand existing 
facilities to accommodate the growing needs of our tenants on adjacent land, which we categorize 
as “Expansion-Potential Land” and are part of our land reserves.  As of December 31, 2012, our 
Initial Portfolio had sufficient land to provide for 12 warehouse expansions, which together 
represent 1.9  million square feet Expansion-Potential Land for development and 1.0 million 
square feet of Buildable GLA.  During 2012, we developed expansions for four tenants for a total 
of approximately 329,000 square feet of GLA on Expansion-Potential Land.  We believe our 
strong tenant relationships and roster provide us with future growth opportunities through 
expansion. 

Repositioning of assets and recycling of capital:  We believe that we can increase returns by 
strategically targeting assets to be repositioned within markets where demand characteristics and 
tenant needs have changed.  As of December 31, 2012, our Initial Portfolio included 18 properties 
with 2.5 million square feet of GLA classified as Repositioning Properties, representing 12.4% of 
our total GLA. 

Strategic Land Bank to Ensure Future Growth:  Within our Initial Portfolio, we have 14 strategically-
located land reserve parcels across nine geographic markets that provide us with a pipeline of build-to-suit or 
prospective development projects to support our growth strategy.  We believe the diversification, existing 
infrastructure and location of our land reserve parcels will provide us with attractive risk-adjusted returns.  We 
believe these land reserve parcels can support, in the aggregate, approximately 7.5 million square feet of Buildable 
GLA.  Given our existing relationship with Local Property Managers and the size and geographical diversification 
of our Initial Portfolio, we have the ability to deploy several local developers simultaneously in different markets, 
providing us with the opportunity to increase scale while maintaining control and oversight of each investment.  
Compared to other real estate segments, the inherent characteristics of industrial developments, coupled with our 
efficient development practices, result in lower capital expenditures and shorter gestation cycles.  In our experience, 
the time required to develop an industrial facility is substantially less than the time required to develop typical retail 
or office properties.  Once developed and stabilized, these assets can serve as a recurrent source of long term and 
stable cash flow revenue stream.  For more information regarding our land reserve parcels, see “Business and 
Properties—The Underlying Properties—Land Held for Future Development.” 
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Our Initial Portfolio 

Upon completion of the Formation Transactions following the Global Offering, our Initial Portfolio will be 
comprised of 132 developed industrial facilities and 14 land reserve parcels.  The table below sets forth relevant 
information with respect to the properties in our Initial Portfolio as of December 31, 2012. 

State 

 
Number of 
Properties 

Total GLA 
(sq. ft.) 

Percentage of 
Portfolio 

GLA 
Occupancy 

Percentage(1) 

Annualized 
Base Rent  
(thousands 

of US$) 

Percentage of 
Annualized 
Base Rent 

 
Cuautitlán Izcalli 13 3,819,991 19.3% 99.1% 20,091 24.6% 

Ramos Arizpe / Saltillo 13 2,263,969 11.4% 100.0% 9,501 11.6% 

Other Bajío Markets(2) 15 1,963,062 9.9% 98.4% 8,442 10.3% 

Ciudad Juárez 18 2,110,619 10.6% 85.6% 6,966 8.5% 

Other Markets(4) 11 2,042,450 10.3% 89.0% 8,087 9.9% 

Querétaro 12 1,994,714 10.1% 90.2% 8,703 10.6% 

Guadalajara 5 1,293,230 6.5% 80.1% 5,599 6.8% 

Other Border Cities(3) 13 1,571,234 7.9% 64.1% 4,510 5.5% 

Tijuana 12 975,684 4.9% 71.7% 3,431 4.2% 

Monterrey 10 896,273 4.5% 64.2% 2,696 3.3% 

Toluca 10 905,811 4.6% 86.1% 3,633 4.4% 

Subtotal 132 19,837,037 100.0% 88.2% 81,659 99.8% 

Land reserve parcels	 14 - - - 144 0.2% 

Total 146 19,837,037 100.0% 88.2% 81,803 100.0% 

 

(1) Percentage of Total GLA occupied by tenant as of December 31, 2012. 
(2) Other Bajío Markets includes Aguascalientes, Celaya, San Luis Potosí and Silao.  Does not include Querétaro and Guadalajara. 
(3) Other Border Cities includes Ciudad Acuña, Matamoros, Nuevo Laredo and Reynosa. 
(4) Other Markets includes Casas Grandes, Chihuahua, Durango, Hermosillo, Huehuetoca, Puebla and Villahermosa. 

 
For a complete list of the Underlying Properties, please see Annex A. 

Formation Transactions 

Upon completion of the Global Offering, we will have engaged in a series of transactions, which we refer 
to as our Formation Transactions, by which we will form our Initial Portfolio.  Pursuant to the Formation 
Transactions and subject to the condition precedent of the completion of the Global Offering, (i) the Contributing 
Trusts will transfer beneficiary rights with respect to the Underlying Properties to the CPO Trusts  in exchange for 
CPOs; (ii) the Contributing Trusts will transfer such CPOs to us in exchange for aggregate compensation of a cash 
payment of US$292.4 million and 85,314,635 CBFIs (44,355,000 of which will be withheld pending the exercise of 
the over-allotment option); (iii) the Contributing Trusts will, in turn, distribute the cash proceeds and, after a lock-up 
period, the CBFIs to the original investors of our predecessor entities; (iv) we will use a portion of the net proceeds 
of the Global Offering to repay in part the JP Morgan Facility and in full the Citibank Facility and Cuautitlán 
Facility; and  (v) we have executed and expect to draw down a portion of the Revolving Facility.  As holder of the 
CPOs, we will be the beneficial owners of the Underlying Properties and responsible for their development and 
management.  For further information, see “Structure and Formation.”  
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Below is a diagram outlining the result of our Global Offering and our Formation Transactions:  

 
 1 Following the Global Offering, the CPO Trusts hold interest in the 19 Underlying Property Trusts, which in turn hold the 

beneficial interests in the 146 Underlying Properties. 

 
The significant elements of the Formation Transactions undertaken in connection with the Global Offering 

include: 

 our formation; 

 our acquisition of the CPOs; 

 the signing of the Management Agreement with our Management Subsidiary; and 

 the entry into the Advisory Agreement with our Advisor. 

Our Institutional Relationships 

Prudential, founded in 1875, has been managing assets for more than 135 years and is among the world’s 
largest financial services institutions.  As of December 31, 2012, Prudential’s assets under management totaled 
US$1.06 trillion.  Through PREI, Prudential has an established history in the real estate investment business in the 
United States, Europe, Middle East, Asia and Latin America.  With a strong global presence and a team of highly 
qualified industry specialists, PREI managed approximately US$51.2 billion in gross assets (US$34.6 billion net of 
indebtedness) as of September 30, 2012 and served approximately 490 clients.  PREI complements this global 
capability through partnerships with leading industrial developers, managers and brokers in the regions in which it 
does business, not only to benefit from their local experience but also to assist PREI in identifying additional 
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potential investments.  In 2003, PREI through its subsidiary PREI Latin America launched its first industrial and 
residential real estate funds in Mexico.  By 2010, with the launch of Prumex Industrial, PREI Latin America’s first 
public and third industrial fund, it had raised eight real estate funds in Mexico, three of which were exclusively 
dedicated to industrial real estate and two of which were our predecessor entities.  In the past, PREI Latin America 
has agreed to be bound, and to bind its affiliates, by certain temporary exclusivity commitments, including in respect 
of acquiring and developing industrial real estate assets.  See “Certain Relationships and Related Transactions 
─Conflicts of Interest ─Prumex Industrial.” 

PREI Latin America’s team of specialists have expertise in institutional investment management, Mexican 
and international investment banking with a focus on the real estate sector, real estate consulting, acquisition and 
transaction execution, and the development and management of real estate properties.  As of December 31, 2012, 
PREI Latin America maintained management centers in Mexico City and Sao Paulo, and as of September 30, 2012 
managed more than US$2.6 billion in committed capital and US$3.6 billion in gross assets under management 
(approximately US$2.4 billion net), making it the third largest industrial real estate portfolio in Mexico and the 15th 
largest investment manager worldwide. 

As an affiliate of PREI, our Advisor has access to PREI Latin America’s vertically integrated real estate 
platform, deep industry relationships, market intelligence and execution capabilities and will participate in our 
management and operations.  We believe that our relationship with PREI and PREI Latin America provide us with 
significant advantages in sourcing, evaluating, underwriting, acquiring, developing, leasing and managing 
properties. 

Our Organizational Structure 

The following chart shows our anticipated governance structure after giving effect to our Formation 
Transactions: 
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Risks Related to Our Business 

For a discussion of certain considerations that should be taken into account in deciding whether to invest in 
the CBFIs, see “Risk Factors” beginning on page 24. 

Recent Developments 

Between January 1 and March 15, 2013, we 

 entered into three new leases, representing a total of approximately 192,000 square feet;   

 renewed five lease agreements for a total of approximately 410,000 square feet;   

 signed an expansion lease with a current tenant with an expiration date in May 2020, which 
requires the development of an additional 32,852 square feet of GLA in our San Luis Potosí 
submarket; 

 sold two lots in the Monterrey submarket with an aggregate of approximately 245,000 square feet 
of land;  

 sold two lots in the San Luis Potosí submarket with an aggregate of approximately 176,000 
square feet of land; and 

 have been considering, through an affiliate of our Advisor, a real estate acquisition opportunity in 
respect of which a non-binding letter of intent may be executed in the near term.  Any definitive 
agreement would be subject to standard confidentiality provisions.  The potential acquisition is 
subject to ongoing negotiations and the satisfaction of certain conditions, including the approval 
of a majority of the holders of our CBFIs, which is required for acquisitions representing 20% or 
more of the value of our assets.  We cannot assure you that this opportunity will result in a 
definitive agreement, that the holders of our CBFIs will approve the transaction, that the 
acquisition will be consummated or that the acquisition will meet our strategic goals or 
expectations. 
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THE GLOBAL OFFERING 

The following is a brief summary of certain terms of the Global Offering.  For a more complete description 
of the CBFIs, see “Description of our CBFIs and Certain Provisions of the Trust Agreement.” 

The Global Offering ...................................  295,700,000 CBFIs 

Securities Offered .......................................  Real Estate Trust Certificates (Certificados Bursátiles Fiduciarios 
Inmobiliarios) or CBFIs. 

Offering Price per CBFI .............................  The initial offering price is Ps.28.00 per CBFI or US$2.25 per CBFI. 

The International Offering ..........................  We are offering 156,569,565 CBFIs in the United States to qualified 
institutional buyers as defined under Rule 144A under the Securities 
Act and in other countries outside Mexico, to certain non-U.S. persons 
in reliance on Regulation S under the Securities Act. 

The Mexican Offering ................................  Concurrently with the International Offering, we are offering 
139,130,435 CBFIs in a public offering in Mexico.  See “Plan of 
Distribution.” 

Over-allotment options ...............................  We have granted to the initial purchasers and the Mexican 
underwriters independent options, exercisable on a coordinated basis, 
within 30 days from the date of this offering memorandum, to 
purchase up to an aggregate of 44,355,000 additional CBFIs to cover 
over-allotments, if any. 

CBFIs outstanding upon the 
completion of the Global Offering 
and our Formation Transactions .................  381,014,635 CBFIs. 

Use of proceeds ..........................................  The net proceeds to us from the sale of the CBFIs being offered in the 
Global Offering will be Ps.7,589.4 million after deducting offering 
expenses, which include underwriting discounts and commissions and 
other expenses and taxes related to the Global Offering and our 
Formation Transactions, and financing fees.  See “Use of Proceeds.” 

Mexican Stock Exchange Symbol ..............  “TERRA13” 

Listing .........................................................  An application has been filed to register the CBFIs with the RNV 
maintained by the CNBV and to list the CBFIs on the Mexican Stock 
Exchange.  Upon consummation of the Global Offering, such 
registration and listing will have been effected.  Prior to the Global 
Offering, there has been no trading market for the CBFIs in Mexico, 
the United States or elsewhere.  We cannot assure you that a trading 
market will develop or will continue if developed. 

Settlement Procedures ................................  Settlement of the CBFIs will be made no later than March 25, 2013 
through the book-entry system of Indeval.  Investors may elect to 
settle their purchase of CBFIs in U.S. Dollars or Mexican Pesos. 
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Voting rights ...............................................  All holders of our CBFIs will have the same voting rights.  Pursuant 
to our Trust Agreement, each holder, or group of holders has the right 
to appoint a member to our board of directors for each 10% or more 
of our outstanding CFBFs held.  See “Management—Our Board of 
Directors.” 

Transfer restrictions ....................................  We have not registered, nor do we expect to register, the CBFIs under 
the Securities Act and, unless so registered, the CBFIs may not be 
offered or sold except pursuant to an exemption from, or in a 
transaction not subject to, the registration requirements of the 
Securities Act and applicable U.S. state securities laws.  See “Transfer 
Restrictions.” 

Lock-up Period ...........................................  We and the Contributing Trusts will not, subject to certain exceptions, 
for a period of 180 days from the date of this offering memorandum, 
without the prior written consent of Citigroup Global Markets Inc., 
Goldman, Sachs & Co. and the Mexican underwriters, issue, sell or 
transfer, any CBFIs or any securities convertible into or exchangeable 
for our CBFIs. 

See “Plan of Distribution.” 

Distributions ...............................................  In order to qualify as a FIBRA under Articles 223 and 224 of the 
Mexican Income Tax Law, we will be required to distribute to 
Holders of our CBFIs substantially all of our taxable result (as defined 
under Mexican law) each year.  See “Taxation.”   Our taxable result, 
however, may be different from our cash available for distribution and 
does not guarantee any payment of a cash dividend.  See “Dividend 
Policy.”  Any payment of cash dividends will be at the discretion of 
our board of directors and will depend on our results of operations, 
economic conditions and other factors deemed relevant by our board 
of directors. 

Taxation ......................................................  For certain Mexican and U.S. federal income tax consequences with 
respect to an investment in our CBFIs, see “Taxation.” For U.S. 
federal income tax purposes, we expect to be treated as a passive 
foreign investment company and U.S. Holders should consider 
making a “qualified electing fund” election with respect to our CBFIs. 

Risk Factors ................................................  See “Risk Factors” and the other information in this offering 
memorandum for a discussion of factors you should carefully consider 
before deciding to invest in the CBFIs. 
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SUMMARY FINANCIAL DATA 

The following tables present summary financial information with respect to the Contributing Trusts and 
other data for the periods indicated.  These tables should be read in conjunction with the Combined Financial 
Statements included elsewhere in this offering memorandum and are qualified in their entirety by the information 
contained therein.  See “Presentation of Financial and Certain Other Information.”  Our Combined Financial 
Statements and other financial information included in this offering memorandum, unless otherwise specified, are 
stated in Mexican Pesos. The U.S. Dollar amounts presented below are conversions from the Peso amounts, solely 
for the convenience of the reader.  Unless otherwise indicated, we have translated U.S. Dollar amounts in this 
offering memorandum at the exchange rate of Ps.13.01 to US$1.00, the rate published by Banco de México in the 
Official Gazette on December 31, 2012.  See “Exchange Rates.”  These conversions should not be construed as 
representations that the Peso amounts actually represent such U.S. Dollar amounts or could be converted into U.S. 
Dollars at the rate indicated or at any other rate.   

 For the Year Ended December 31, 

 2012 2012 2011 2010 

 
(millions of US$) 

(unaudited) (millions of Ps.) 
Statement of Income Data:     

Rental revenue ...................................................................... 79.1 1,029.0 903.8 882.5 
Other operating income ......................................................... 6.4 83.7 89.9 67.9 
Net unrealized gain (loss) from fair value adjustment on 

investment properties ......................................................... 23.2 301.3 483.4 (177.7) 
Real estate expenses and taxes .............................................. (19.6) (254.7) (233.9) (167.7) 
Fees and other sundry expenses ............................................ (3.8) (49.8) (45.9) (28.7) 
Net unrealized gain (loss) on certain financial instruments ... 0.8 10.1 (35.6) 6.3 

Operating profit .................................................................. 86.1 1,119.6 1,161.7 582.6 

Finance cost—net .................................................................. (20.2) (262.5) (304.9) (333.9) 

Profit for the year ................................................................ 65.9 856.9 856.7 248.9 

Currency translation differences ........................................... (25.5) (331.7) 555.0 (174.0) 

Increase in net assets attributable to the investors ........... 40.4 525.2 1,411.8 74.8 
 

 As of the Year Ended December 31, 

 2012 2012 2011 2010 

 
(millions of US$) 

(unaudited) (millions of Ps.) 
Balance Sheet Data:     

Non-current assets     
Investment properties ............................................................ 918.1 11,944.1 12,231.8 10,169.9 
Derivative financial instruments ............................................ 0.1 1.6 14.2 37.4 

Current assets     
Other assets ............................................................................ - - 0.5 21.9 
Prepaid expenses ................................................................... 2.5 33.0 - - 
Accrued income ..................................................................... 0.3 4.1 10.6 8.2 
Accounts receivable ............................................................... 5.2 67.8 47.1 36.8 
Restricted cash ....................................................................... 9.3 120.5 85.4 3.8 
Cash and cash equivalents ..................................................... 12.8 166.8 192.5 295.8 

Total assets ........................................................................ 948.3 12,337.9 12,582.1 10,573.8 
Non-current liabilities     
Borrowings ............................................................................ 148.0 1,924.9 7,628.5 6,273.1 
Tenant deposits ...................................................................... 6.7 86.8 86.7 63.9 
Current liabilities     
Trade and other payables ....................................................... 2.4 31.3 18.6 20.1 
Borrowings ............................................................................ 387.3 5,038.7 109.8 735.4 
Derivative financial instruments ............................................ - - 5.1 2.8 

Total liabilities (excluding net assets attributable to 
the investors) .................................................................. 544.3 7,081.7 7,848.7 7,095.4 

Total net assets and liabilities ............................................. 948.3 12,337.9 12,582.1 10,573.8 
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As of or for the Year Ended 

December 31, 

 2012 2011 2010 
Operating Data:    
Number of properties ..........................................................   146 146 146 
Total GLA at year end (in millions of square feet) .............  19.8 19.5 19.2 
Total occupancy rate ...........................................................  88.2% 84.8% 81.5% 
Annualized Base Rent per leased square foot (in US$) ......  4.67 4.71 4.82 
NOI Margin ........................................................................  83% 84% 89% 
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RISK FACTORS 

An investment in our CBFIs involves risks.  Before making a decision to buy our CBFIs, you should 
carefully consider the following risk factors in addition to all other information contained in this offering 
memorandum.  Any of the following risks could materially affect our business, prospects, financial condition and 
results of operations.  In such case, the price of our CBFIs or the liquidity of our CBFIs could decline and you could 
lose all or part of your investment.  The risks described below are those that we currently believe may adversely 
affect us.  There may be additional risks not described below or not presently known to us or that we currently deem 
immaterial that turn out to be material and may affect our business.  Some statements in this offering memorandum, 
including statements in the following risk factors, constitute forward-looking statements.  Please refer to the section 
entitled “Forward-Looking Statements.” 

Risks Related to Our Business and Operations 

The Underlying Properties are concentrated in the industrial real estate sector, and our business would be 
adversely affected by an economic downturn in that sector. 

The Underlying Properties constituting our Initial Portfolio are primarily concentrated in the industrial real 
estate sector.  Upon completion of our Formation Transactions, our Initial Portfolio will be comprised of 146 
Underlying Properties, which include 114 Core Properties and 18 Repositioning Properties with a collective GLA of 
approximately 19.8 million square feet and 14 land reserve parcels comprising 7.5 million square feet in Buildable 
GLA.  Any regional reduction in the level of demand for industrial space, decrease in export manufacturing, decline 
of domestic consumption, changes in demographic or population trends, reduction in the relative popularity of the 
properties or increases in the supply of industrial space may adversely affect our real estate investments in that 
sector.  This concentration may expose us to the risk of economic downturns in the industrial real estate sector to a 
greater extent than if our initial portfolio were more diversified across other sectors of the real estate industry. 

General economic conditions and other events or occurrences that affect areas in which the Underlying 
Properties are geographically concentrated may impact financial results. 

We are exposed to general economic conditions at the local, regional, national and international level, as 
well as to other events and occurrences that affect the markets in which the Underlying Properties are located.  Our 
operating performance is tied to changes in the export manufacturing and the domestic consumption sectors and is 
further impacted by the economic conditions of the specific markets in which the Underlying Properties are 
concentrated.  Our properties are concentrated primarily in the central, Bajío and northern regions of Mexico.  As of 
December 31, 2012, our properties in Cuautitlán Izcalli, Ciudad Juárez and Querétaro represented 19.3%, 10.6% and 
10.1%, respectively, of our total GLA.  As a result of the geographic concentration of the Underlying Properties in 
these states, we are particularly exposed to potential downturns in these local economies (including increased 
unemployment and decreased disposable income) and changes in local regulations, taxes and real estate market 
conditions.  In addition, any decrease in demand for manufactured export or domestic consumption could have a 
material adverse effect on our operating performance.  The Mexican economy was also significantly and adversely 
affected by the recent global financial crisis, as evidenced by a 6.1% decrease in the country’s gross domestic 
product (“GDP”) in 2009, which caused the value of our properties to decline.  In the event of similar or other 
adverse economic changes in our top markets or in Mexico, our business (including the availability of materials and 
the demand for industrial spaces), financial condition, property values, results of operations, cash flow, ability to pay 
distributions to Holders of our CBFIs as well as the trading price of our CBFIs may be materially and adversely 
affected. 

We are dependent on our tenants for substantially all of our income, and our business would be adversely 
affected if a significant number of our tenants, or any of our major tenants, were unable to meet their lease 
obligations. 

Substantially all of our income is derived from rental income from industrial property.  Our income and 
funds available for distribution would be negatively affected if a significant number of our tenants, or any one of our 
major tenants, were to delay lease commencements, decline to extend or renew leases upon expiration, fail to make 
rental payments when due, close their businesses or declare bankruptcy.  Any of these actions could result in the 
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termination of the tenants’ lease and the loss of rental income attributable to the terminated lease.  As of December 
31, 2012, our ten largest tenants, by leased area, occupied 33.6% of our leased GLA and represented 34.0% of 
Annualized Base Rents.  To the extent that a significant number of our tenants, or any one of our major tenants, 
experiences a downturn in their businesses, its financial condition could be weakened and could result in its failure 
to make timely rental payments or their default under its lease, which could seriously harm our performance. 

In addition, in the event that any of our tenants were declared insolvent in an insolvency proceeding 
(concurso mercantil) by a Mexican court pursuant to the Mexican Insolvency Statute (Ley de Concursos 
Mercantiles), the mediator (conciliador) overseeing such proceeding may elect to either continue such tenant’s lease 
in accordance with its terms (with the relevant rent payments prioritized over other payments due to other creditors 
of such tenant) or terminate such tenant’s lease.  In either case, a declaration of insolvency by any of our tenants 
could impair or impede our ability to collect past-due and future rent payments, and may significantly delay the 
repossession of the leased property, impairing our ability to re-lease such property.  While we may decide to initiate 
litigation or proceedings against tenants who have defaulted on their lease obligations in order to protect our 
investment and re-lease our property, we cannot guarantee that we will regain possession of the property in a timely 
fashion or be successful in recovering any amounts in such proceedings, including our costs and expenses of 
initiating such litigation. 

Our business would be adversely affected if a significant number of our leases stopped generating rental 
revenues due to certain unforeseen events. 

Substantially all of our income is derived from rental revenue from our properties.  Under the laws of the 
various jurisdictions in which our properties are located, if one of our tenants is unable to utilize their property as 
result of an act of God or force majeure, such tenant would have the right either to a partial reduction of their rent or 
to cease paying rent entirely, depending on the extent of the impairment, for the period for which the impairment 
exists.  If an impairment were to continue for a prolonged period of time, the relevant tenant would have the right to 
terminate its lease agreement without penalty.  Although we carry risk and business-interruption insurance with 
respect to all of the Underlying Properties, our income and funds available for distribution may be negatively 
affected if a significant number of our lease agreements ceased to generate rent payments as a result of certain 
unforeseen events. 

Our financing arrangements contain debt service obligations, restrictive covenants and change of control 
provisions relating to our operations, which may affect our dividends and operating policies and the market price 
of our CBFIs. 

The current financing arrangements related to the Underlying Properties, which we will assume in 
connection with the Formation Transactions, in addition to any new financing arrangements related to the 
Underlying Properties, include or may include credit facilities and property-level debt, including mortgages and 
other collateral arrangements.  We intend to use a portion of the net proceeds from this offering to repay 
approximately US$413.6 million of indebtedness owed under the existing credit facilities related to the Underlying 
Properties.  See “Use of Proceeds.”  At the time of the Global Offering, however, we have also put in place a 
Revolving Facility.  We may be required to dedicate a substantial portion of our cash flow from operations to make 
the required payments of principal and interest, thereby reducing funds available for distribution to Holders of our 
CBFIs, operations and capital expenditures, future business opportunities or other purposes.  Our existing and new 
financing arrangements bear or may bear interest at a variable rate.  In the event interest rates increase, our debt 
service obligations would also increase, which could reduce the amounts available for distribution to Holders of our 
CBFIs, as well as reduce funds available for our operations, future business opportunities, or other purposes.   

We are also subject to the restrictive covenants of any financing arrangements, which may affect our 
dividend and operating policies and our ability to incur additional debt without the consent of the lenders.  In 
addition, credit facilities require us to maintain specified financial ratios, including with respect to debt service 
coverage, cash flow coverage, and leverage and dividend coverage and meet certain tests such as a minimum net 
tangible asset requirement.  In addition, under our Revolving Facility if we experience a change of control, an event 
of default will be deemed to have occurred and the loans under the facility become due and payable.  The failure to 
meet any of these covenants, including financial coverage ratios, could cause an event of default under or accelerate 
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some or all of the existing indebtedness related to the Underlying Properties, which could have a material adverse 
effect on us. 

The removal of our Advisor and failure to appoint a replacement advisor approved by the creditors under the 
Revolving Facility would constitute a breach, which breach could have a material adverse effect on us. 

Pursuant to our Revolving Facility, if our Advisor is removed or resigns as provided for in the Advisory 
Agreement and we are unable to find a substitute advisor that is approved by the lenders under the Revolving 
Facility (with consent not unreasonably withheld or delayed), the lenders under the Revolving Facility will have the 
right to declare all amounts owed thereunder immediately due and payable. Such circumstance could have a material 
adverse effect upon us. 

Significant competition may decrease or prevent increases in the Underlying Properties’ occupancy and rental 
rates and may reduce our investment opportunities. 

We will compete with a number of owners, developers and operators of industrial real estate in Mexico, 
many of which own properties similar to the Underlying Properties in the same markets in which the Underlying 
Properties are located.  Our competitors may be able or willing to accept more risk than we can prudently manage.  
Competition among potential buyers may also reduce the number of suitable investment opportunities offered to us 
or increase the bargaining power of property owners seeking to sell.  Further, depending on available resources, our 
competitors may have more flexibility than we do in their ability to offer rental concessions to attract tenants.  If our 
competitors offer space at rental rates below current market rates, or below the rental rates we currently charge our 
tenants, we may lose existing or potential tenants and we may be pressured to reduce our rental rates below those we 
currently charge or to offer substantial rent abatements, tenant improvements, early termination rights or tenant-
favorable renewal options in order to retain tenants when our tenants’ leases expire.  In that case, our business, 
financial condition, results of operations and cash flow, the trading price of our CBFIs and our ability to make 
distributions to Holders of our CBFIs may be materially and adversely affected. 

If we are unable to renew the existing leases or lease vacant space with respect to the Underlying Properties, or 
we are unable to lease the Underlying Properties at or above existing rental rates, our rental revenue may be 
adversely affected. 

The Underlying Properties were approximately 88.2% occupied in terms of GLA as of December 31, 2012.  
As of December 31, 2012, leases representing 38.9% of the total leased GLA of our Underlying Properties were 
scheduled to expire by the end of 2014.  We cannot assure you that all such leases will be renewed or that our 
Underlying Properties will be re-leased at rental rates equal to or above our existing rental rates or that substantial 
rent abatements, tenant improvements, early termination rights or tenant-favorable renewal options will not need to 
be offered to attract new tenants or retain existing tenants.  In addition, as of December 31, 2012, 18 of the 
Underlying Properties in our Initial Portfolio were Repositioning Properties in various stages of redevelopment.  
There can be no assurance that we will be able to lease the unoccupied or undeveloped space at our Underlying 
Properties on favorable terms or at all.  In addition, we may acquire developed or undeveloped land in the future as 
part of our growth strategy.  To the extent that our properties, or portions of our properties, remain vacant for 
extended periods of time, we may receive reduced or no revenue from such properties, resulting in less cash 
available to be distributed through dividends to Holders of our CBFIs.  In addition, the resale value of a given 
property could be diminished because the market value of a particular property depends principally upon the value 
of the lease of such property. 

A delay in our ability to repossess a property may adversely impact our revenues and results of operations. 

If a tenant is delinquent in rent payments and refuses to vacate the property, we will be required to 
commence an eviction process against the tenant.  In Mexico, there are no self-help remedies available to a landlord 
and a landlord may only repossess the leased premises after obtaining a final and nonappealable judgment from a 
competent court.  Depending on the defenses asserted and appeals filed by the tenant, the length of the eviction 
process varies state by state and may extend over several months to over a year.  Other factors such as labor strikes 
may also limit or significantly delay our ability to repossess a particular property.  Our failure to timely repossess a 
significant number of our properties could result in an adverse impact on our revenues and results of operations. 
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We may rely on external sources of capital to fund future capital needs, and if we encounter difficulty in 
obtaining such capital, we may not be able to make future acquisitions necessary to grow our business, complete 
development or redevelopment projects, meet any maturing obligations or invest in capital expenditures. 

In order to qualify as a FIBRA under Articles 223 and 224 of the Mexican Income Tax Law, we will be 
required, among other things, to distribute each year to holders of our CBFIs at least 95% of the taxable result of the 
immediately preceding fiscal year.  In accordance with the Mexican Income Tax Law, our tax result for a given year 
is calculated as taxable income for such year reduced by applicable deductions authorized under Mexican Income 
Tax Law.  Because of this tax result distribution requirement, we do not expect to be able to fund, from cash 
retained from operations, all of our future capital needs, including capital needed to make acquisitions, complete 
development or redevelopment projects and satisfy or refinance maturing obligations.  In addition, our retained 
funds from operations may be insufficient to cover the costs associated with investing in capital expenditures 
necessary for the proper functioning and operation of our properties, or to cure any deficiencies in the makeup of the 
buildings. 

In addition, we do not anticipate that we will maintain any permanent working capital reserves.  
Accordingly, we may rely on external sources of capital, including debt and equity financing, to fund future capital 
needs.  The interest rates and general terms and conditions available for financings in Mexico are often not 
competitive with those of countries such as the United States.  In addition, the recent global economic slowdown has 
resulted in a capital environment characterized by limited availability, increasing costs and significant volatility.  If 
we are unable to obtain needed capital on satisfactory terms or at all, we may not be able to make the investments 
needed to expand our business, complete development or redevelopment projects, or meet our obligations and 
commitments as they mature.  Our access to capital will depend upon a number of factors over which we have little 
or no control, including general market conditions, the market’s perception of our current and potential future 
earnings and cash dividends and the market price of our CBFIs.  We may not be in a position to take advantage of 
attractive investment opportunities for growth if we are unable to access the capital markets on a timely basis on 
favorable terms. 

We may be exposed to risks associated with property development, which could cause our results of operations 
and cash flows to be adversely affected. 

In connection with our development strategy, we intend to develop and construct improvements on 
undeveloped land.  In any such projects, we may be subject to the following risks, among others: 

 the risk of cost overruns or untimely completion making the project less profitable than originally 
estimated or not profitable at all (including as a result of contract default, the effects of local weather 
conditions, the possibility of local or national strikes and the possibility of shortages in materials, 
building supplies or energy and fuel for equipment); 

 the risk that we may not be able to obtain, or may experience delays in obtaining, all necessary zoning, 
land-use, building, occupancy and other governmental permits and authorizations; 

 the risk that the builder may fail to construct the project in accordance with plans, specifications or 
periodic progress payments and advances, which may result in legal action by us; 

 the risk that development projects in which we have invested may be abandoned and the related 
investment will be impaired; 

 the risk that we may not be able to obtain, or obtain on advantageous terms, permanent financing for 
development projects or activities that we have financed through construction loans; 

 the risk that occupancy levels and the rents that can be charged for a completed project will not be met, 
making the project unprofitable; and 
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 in respect of our long term strategy, the risk that we may not be able to obtain additional land on which 
to develop at competitive prices or locations. 

Moreover, substantial renovation and development activities, regardless of their ultimate success, typically require a 
significant amount of management’s time and attention which may divert their attention from our other operations. 

We may be temporarily restricted from acquiring and developing certain industrial properties in Mexico due to 
exclusivity commitments of affiliates of our Advisor. 

Until the earlier of August 24, 2015 and the date on which Prumex Industrial (another Mexican industrial 
real estate investment vehicle managed by PREI Latin America) commits 80% of its target investments (which 
percentage may be increased by a majority vote of Prumex Industrial investors), affiliates of our Advisor have 
agreed that Prumex Industrial would be the only investment vehicle managed by PREI Latin America or its 
affiliates, including our Advisor, to acquire certain types of industrial real estate in Mexico (the “Prumex 
Restriction”).  The Prumex Industrial target investment is approximately Ps.3.7 billion and approximately 42% has 
been committed for investment as of March 18, 2013.  Until the Prumex Restriction expires or is expressly waived, 
we would only be able to acquire an industrial real estate asset that meets the criteria of Prumex Industrial’s 
investment guidelines after Prumex Industrial has declined to pursue the opportunity and provides its express 
consent.  Such investment guidelines include (i) investments in industrial properties located in Mexico and engaged 
in the logistics, manufacturing and distribution sectors, (ii) the acquisition of undeveloped land to be utilized in the 
construction of industrial properties, and (iii) the development of infrastructure and industrial properties.  Pursuant 
to Prumex Industrial’s investment guidelines, Prumex Industrial may not acquire any properties that have an 
acquisition cost greater than 15% of the market value of all assets of Prumex Industrial.  Prumex Industrial targets 
high rates of return through an investment strategy that involves substantial development and leasing risk.  Although 
we believe that the investment goals of Prumex Industrial are sufficiently different from ours such that investment 
opportunities that are attractive to us are unlikely to satisfy the investment guidelines of Prumex Industrial, we 
cannot assure you that Prumex Industrial will forego future acquisition opportunities that would be attractive to us.  
While our current business strategy is to focus on the repositioning of certain properties in our Initial Portfolio and 
the development of our existing land reserve parcels, our inability to acquire new industrial properties in the short 
term could adversely affect the quality of our portfolio and our future results of operations. 

Prumex Industrial, or other funds managed by affiliates of our Advisor, may pursue business strategies similar to 
our own and may compete with us for investment opportunities in the future. 

Prumex Industrial, another Mexican industrial real estate investment vehicle managed by an affiliate of 
PREI Latin America, is currently, and has historically, exclusively focused on opportunistically acquiring of 
properties for development and providing investors with high rates of return typically associated with property 
development.  While our strategy includes developing our existing land reserve parcels, a critical component is the 
disciplined acquisition of stabilized properties as opportunities arise.  Given this long-term investment objective and 
our expectation to provide consistent returns to holders of our CBFIs, we believe our business strategies are 
sufficiently different from those of Prumex Industrial, such that investment opportunities are unlikely to be 
appropriate for both us and Prumex Industrial.  We cannot, however, assure that Prumex Industrial and we will not 
compete for the same properties or that Prumex Industrial will provide its express consent and decline to pursue the 
opportunity.  Until Prumex Industrial is fully invested or its investment period has expired, the vote of 90% of the 
holders in Prumex Industrial may change the fund’s investment objectives and Prumex Industrial may pursue 
business strategies similar to our own and compete with us for investment opportunities.  Due to the fact that our 
Advisor and Prumex Industrial’s manager are both affiliates of PREI Latin America, a potential conflict of interest 
may arise in the allocation of potential investments that are suitable for us and Prumex Industrial.  See “Certain 
Relationships and Related Transactions—Conflicts of Interest—Prumex Industrial”  

In addition, we do not benefit from an exclusivity commitment from PREI Latin America or its affiliates.  
Furthermore, PREI Latin America and its affiliates may grant similar exclusivity commitments, which are common 
to opportunistic funds like Prumex Industrial, to other investment vehicles in the future.  In the event PREI Latin 
America or its affiliates grants another industrial vehicle exclusivity or other preferential arrangements to our 
detriment, our remedy is to terminate the relationship with our Advisor by simple majority vote of the Holders of 
our CBFIs.  See “Certain Relationships and Related Transactions—Conflicts of Interest.” 
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Our future growth strategy may partially depend upon future acquisitions of property, and these acquisitions may 
not perform as we expect. 

Our long term growth strategy includes the disciplined acquisition of properties as opportunities arise.  Our 
ability to acquire properties on satisfactory terms and successfully integrate and operate them is subject to the 
following risks: 

 our cost estimates for bringing an acquired property up to market standards may prove inaccurate; 

 we may acquire properties that are not accretive to our results upon acquisition, and we may not 
successfully manage and lease those properties to meet our expectations; 

 we may acquire properties for which we have to obtain financing in order to consummate the 
transactions, and the terms of such financing may not be satisfactory in relation to market conditions at 
the time; 

 competition from other potential acquirers may significantly increase the purchase price of a desired 
property; 

 we may be unable to generate sufficient cash from operations, or obtain the necessary debt or equity 
financing to consummate an acquisition or, if obtainable, financing may not be on satisfactory terms; 

 agreements for the acquisition of properties are typically subject to customary conditions to closing, 
including satisfactory completion of due diligence investigations, and we may spend significant time 
and money on potential acquisitions that we do not consummate; 

 we may enter new markets in which we initially may not possess the same level of familiarity with the 
dynamics and market conditions as our current markets; 

 we may not be able to identify properties and/or land reserve parcels that meet our investment 
objectives or that we will be successful in acquiring; and 

 we may acquire properties without any recourse, or with only limited recourse, for liabilities, whether 
known or unknown, such as clean-up of environmental contamination, claims by tenants, vendors or 
other persons against the former owners of the properties and claims for indemnification by general 
partners, directors, officers and others indemnified by the former owners of the properties. 

If we cannot complete property acquisitions on favorable terms, or operate acquired properties to meet our 
goals or expectations, our business, financial condition, results of operations and cash flow, the trading price of our 
CBFIs and our ability to make distributions to holders of our CBFIs and to satisfy any future debt service obligations 
could be materially and adversely affected. 

Investments in other real estate asset types or markets may expose us to new risks or be less profitable than 
anticipated and may adversely affect our results of operations and decrease the market value of our CBFIs. 

The Underlying Properties constituting our Initial Portfolio are concentrated in the industrial real estate 
sector in the central, Bajío and northern regions of Mexico.  While we believe the industrial real estate sector in 
Mexico provides us with a long-term opportunity, our Trust Agreement allows us the flexibility to, in the future, 
selectively invest in other real estate asset types, such as commercial, multi-family, mixed-use and office properties.  
Such investments may expose us to risks to which we have not historically been exposed, including in respect of our 
competition, insurance and regulatory regimes and tenant base and behavior.  While we expect to draw on the 
expertise and resources of our Advisor’s experienced management team, investing in real estate asset types and 
geographic markets that are new to us may also involve certain execution risk.  In particular, as we explore new 
asset types, we may be required to make considerable expenditures before we achieve any scale in such asset type or 
geographic market and/or generate any significant associated revenues.  Our ability to gain entry into additional 
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asset types or geographic markets is dependent upon a number of factors, including our ability to locate and secure 
prime locations and strategic partners, the level of existing and future competition in areas where new properties are 
to be located, the availability of additional capital, our ability to execute our management concepts successfully in 
new markets and favorable financial market and macroeconomic conditions in Mexico.  We work to mitigate such 
risks through our relationships with PREI, diligence and research and relationships with experienced third-party 
partners; however, there can be no guarantee that all or most of such risk will be eliminated.  As a result, there can 
be no assurance that the new real estate asset types or geographic markets we pursue will provide returns that are 
sufficient to make our expanded operations profitable.  Expansion of our real estate investment strategy may also 
strain our existing management and other resources.  In light of these factors, we cannot assure you that we will be 
able to successfully invest in other real estate asset types or geographic markets, and our failure to do so could harm 
our business and results of operations, as well as the value of our CBFIs. 

We may not be able to identify all material defects or other deficiencies related to the Underlying Properties and 
therefore may be subject to unknown liabilities that could affect the value and profitability of these properties. 

As part of our Formation Transactions, we may assume existing liabilities in connection with the 
Underlying Properties, some of which may be unknown or unquantifiable at the time the offering and our Formation 
Transactions are consummated.  Similarly, in the future we intend to make acquisitions, which may be subject to 
unknown liabilities.  Although we undertake due diligence investigations which we believe to be reasonable, we 
cannot assure you that our reviews, surveys or inspections (or the relevant third-party review, survey or inspection 
reports on which we have relied) would have revealed any or all defects or deficiencies affecting the Underlying 
Properties or other properties in which we may have interests or which we manage, including to the title thereof and 
existing environmental contamination or hazardous substances thereon.  Unknown defects or deficiencies might 
include title defects, title disputes, liens, servitudes or other encumbrances.  Unknown liabilities might include 
liabilities for cleanup or remediation of undisclosed environmental conditions, claims of tenants, vendors or other 
persons dealing with the entities prior to the Global Offering, tax liabilities, employment-related issues, and accrued 
but unpaid liabilities whether incurred in the ordinary course of business or otherwise.  If the magnitude of such 
unknown defects, deficiencies and liabilities is high, either singly or in the aggregate, they could adversely affect our 
business, financial condition, results of operations and cash flow, the trading price of our CBFIs and our ability to 
make distributions to holders of our CBFIs.  Furthermore, it is possible that in the future we may acquire properties 
with debt obligations and may need to pay the properties’ debt, incur new loans to service the debt or refinance the 
debt attached to such properties.  We may not have the necessary resources to meet the obligations of such debts and 
we may be unable to repay the debt attached to such properties, which may have a material adverse effect on us. 

If we decide to dispose of properties to third parties, we may not be successful. 

Real estate investments are relatively illiquid and difficult to sell quickly.  This lack of liquidity may limit 
our ability to react promptly to changes in economic or other conditions.  A property that incurs a vacancy, by the 
continued default of a tenant under its lease or the expiration of one of our leases or otherwise, may be difficult to 
dispose of and/or re-lease.  Furthermore, the resale value of a property could be diminished because the market 
value of a particular property will depend principally upon the value of the leases of such property.  We may also 
acquire properties through contracts that could restrict our ability to dispose of the property for a period of time.  
These “lockout” provisions could affect our ability to turn our investments into cash and could affect cash available 
for distribution to holders of our CBFIs.  We are also subject to certain negative covenants of the financing 
arrangements related to the Underlying Properties, which restrict our ability to dispose of assets without the consent 
of the relevant lenders.  In addition, our ability to sell properties on advantageous terms is affected by competition 
from other owners of properties that are trying to dispose of their properties, market conditions, including the 
capitalization rates applicable to our properties, and other factors beyond our control.  The third parties who might 
acquire our Underlying Properties may need to have access to debt and equity capital, in the private and public 
markets, in order to acquire such Underlying Properties from us.  Should the third parties have limited or no access 
to capital on favorable terms, then dispositions could be delayed resulting in adverse effects on our liquidity, results 
of operations, distributable cash flow, debt covenant ratios, and the value of our CBFIs. 

In addition, we are subject to limitations on our ability to dispose of properties because we are a FIBRA.  In 
order to qualify as a FIBRA, we are subject to various requirements, including the requirement that we may not sell 
any real estate that is developed or acquired by us for a period of at least four years following the completion of the 
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development or acquisition, as applicable, in order to retain the tax benefits attributable to that property.  If we were 
to sell a property during this period, we would be subject to significant adverse tax consequences, which may make 
a sale of the property less desirable.  These restrictions and rights could impede our ability to sell properties and to 
raise cash quickly, or at opportune times. 

The cost of refinancing our debt and obtaining future financing may increase. 

The Contributing Trusts financed their operations through credit agreements, equity investments and cash 
from operations.  In the past, the Contributing Trusts have been able to obtain financing on terms considered 
attractive to them.  We cannot assure you that we will be able to raise financing from the past sources available to 
the Contributing Trusts and other affiliates of PREI, or from other sources, on terms comparable to their existing 
financing, or at all.  The recent turmoil in the financial markets, for example, tightened the availability of credit and 
increased the cost of obtaining lease or debt financing.  If the cost of such financing increases or we are unable to 
obtain such financing, we may be forced to incur higher-than-anticipated financing costs, which could have an 
adverse impact on our business and our dividend payments to holders of our CBFIs. 

If we were to incur uninsured or uninsurable losses, or losses in excess of our insurance coverage, we would be 
required to pay for such losses, which could adversely affect our financial condition and our cash flow. 

We carry comprehensive insurance, including property, casualty and business interruption insurance for all 
of our Underlying Properties.  We do not carry insurance for certain losses that are or may be either uninsurable or 
not economically insurable locally, however, such as losses due to acts of war.  Likewise, while many of the 
Underlying Properties have historically carried title insurance, after being transferred to us, such properties could be 
exposed to claims with respect to defects in title.  Should an uninsured loss occur, we could lose both our investment 
in and anticipated profits and cash flow from a property.  If any such loss is insured, we may be required to pay a 
significant deductible on any claim for recovery of such a loss prior to our insurer being obligated to reimburse us 
for the loss, or the amount of the loss may exceed our coverage for the loss.  In addition, our failure to obtain such 
insurance could constitute a default under our credit facility.  In addition, we may reduce or discontinue certain 
coverage or other insurance conditions on some or all of our properties in the future if the cost of premiums for any 
of these policies exceeds, in our judgment, the value of the coverage discounted for the risk of loss.  In addition, if 
any one of our insurance carriers were to become insolvent, we would be forced to replace the existing insurance 
coverage with another suitable carrier at potentially unfavorable rates, and any outstanding claims would be at risk 
for collection.  If we were to incur uninsured or uninsurable losses, or losses in excess of our current coverage, our 
business, financial condition, results of operations, cash flow, trading price of our CBFIs and our ability to make 
dividend payments to holders of our CBFIs may be materially and adversely affected. 

We may not be able to control our operating costs or our expenses may remain constant or increase, even if our 
revenue does not increase, causing our results of operations to be adversely affected. 

Factors that may adversely affect our ability to control operating costs include the need to pay for insurance 
and other operating costs, including electricity and real estate assessments and other taxes, which could increase 
over time, the need periodically to repair, renovate and re-lease space, the cost of compliance with governmental 
regulation, including zoning, environmental and tax laws, the potential for liability under applicable laws, labor 
costs and the need to hire additional personnel.  While the property is occupied, expenses related to insurance, 
security and maintenance are generally passed on to the tenant.  We must pay these expenses with respect to vacant 
properties, however.  As a result, the expense of owning and operating a property is not necessarily reduced when 
market factors cause a reduction in income from the property.  In addition, other costs associated with real estate 
investments, such as real estate taxes and loan payments, generally will not be reduced even if a property is not fully 
occupied or other circumstances cause our revenues to decrease. 

Furthermore, periods of economic slowdown or recession, such as the recent global economic downturn, 
rising interest rates or declining demand for real estate, or the public perception that any of these events may occur, 
could result in the unavailability of financing or a general decline in rents or an increased incidence of defaults under 
existing leases.  If our operating costs increase as a result of any of the foregoing factors, our results of operations 
may be materially and adversely affected. 
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We may be required to make significant capital expenditures to improve the Underlying Properties in order to 
retain and attract tenants, causing a decline in operating revenue and reducing cash available for distribution to 
holders of our CBFIs. 

We may, upon expiration of leases at the Underlying Properties, be required to make rent or other 
concessions to tenants, accommodate requests for renovations, build-to-suit remodeling and other improvements or 
provide additional services to our tenants.  As a result, we may have to make significant capital or other 
expenditures in order to retain tenants whose leases expire and to attract new tenants in sufficient numbers.  
Additionally, we may need to raise capital to make such expenditures.  If we are unable to do so or capital is 
otherwise unavailable, we may be unable to make the required expenditures.  This could result in non-renewals by 
tenants upon expiration of their leases, which would result in declines in revenue from operations and reduce cash 
available for distribution to holders of our CBFIs. 

Our operations are subject to extensive environmental and safety laws and regulations and we may incur costs 
that have a material adverse effect on our financial condition as a result of any liabilities under or potential 
violations of environmental and safety laws and regulations. 

Our operations are subject to general Mexican federal and state laws and regulations relating to the 
protection of the environment.  Under these environmental laws, the Mexican government has implemented a 
program to protect the environment by promulgating rules concerning areas such as ecological planning, 
environmental risk and impact assessment, air pollution, natural protected areas, flora and fauna protection, 
conservation and rational use of natural resources, and soil pollution, among others.  Mexican federal authorities, 
such as the Ministry of Environment and Natural Resources (Secretaría de Medio Ambiente y Recursos Naturales), 
the Federal Attorney General’s Office for the Protection of the Environment (Procuraduría Federal de Protección 
al Ambiente), the National Water Commission (Comisión Nacional del Agua) and Mexican state and municipal 
governments, have the power to bring civil, administrative and criminal proceedings against companies that breach 
the applicable environmental laws and may halt a non-complying development. 

While we have recourse to our tenants under our lease agreements for environmental damages caused by 
such tenant’s operations and we maintain insurance against certain of these environmental risks in an amount we 
believe is consistent with amounts customarily obtained in accordance with industry norms, we cannot assure you 
that such tenants will fully reimburse losses or remedy environmental damages, that our insurance will be sufficient 
to cover damages suffered by us or that insurance coverage will always be available for these possible damages.  
Furthermore, such insurance typically excludes coverage for fines and penalties that may be levied for non-
compliance with environmental laws and regulations. 

We anticipate that the regulation of our business operations under Mexican federal, state and local 
environmental laws and regulations will increase and become more stringent over time.  We cannot predict the 
effect, if any, that the adoption of additional or more stringent environmental laws and regulations would have on 
our results of operations, cash flows, capital expenditure requirements or financial condition. 

Compliance with the laws, regulations and covenants that are applicable to the Underlying Properties may 
adversely affect our ability to make future acquisitions, developments or renovations, result in significant costs or 
delays and adversely affect our growth strategy. 

The Underlying Properties are subject to various covenants and local laws and regulatory requirements, 
including permitting and licensing requirements.  Local regulations, including municipal or local ordinances, zoning 
restrictions and restrictive covenants imposed by community developers may restrict the use of the Underlying 
Properties and may require us to obtain approval from local authorities or private community organizations at any 
time with respect to the Underlying Properties, including prior to acquiring or developing such properties or when 
developing or undertaking renovations of any of the Underlying Properties.  Among other things, these restrictions 
may relate to fire and safety, seismic, asbestos-cleanup or hazardous material abatement requirements.  We cannot 
assure you that existing regulatory policies will not adversely affect us or the timing or cost of any future 
acquisitions, developments or renovations, or that additional regulations will not be adopted that would increase 
such delays or result in additional costs.  Our growth strategy may be materially and adversely affected by our 
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ability to obtain permits, licenses and zoning approvals.  Our failure to obtain such permits, licenses and zoning 
approvals could have a material adverse effect on our business, financial condition and results of operations. 

As a result of our registration with the RNV, we will be subject to financial reporting and other requirements for 
which our financial and accounting systems, procedures and controls may not be adequately prepared. 

As a Mexican trust with securities registered with the RNV, we will incur significant legal, accounting and 
other expenses, including costs associated with public entity reporting requirements and corporate governance 
requirements, including requirements under the Mexican Securities Market Law, BMV Internal Rules (Reglamento 
Interior de la BMV) and the General Provisions Applicable to Securities Issuers and other Participants of the 
Securities Market (Disposiciones de Carácter General Aplicables a las Emisoras de Valores y a otros Participantes 
del Mercado de Valores).  We are a newly-formed trust and as such continue to develop and enhance an integrated 
accounting platform for the assets that comprise our estate.  If we fail to implement proper overall business controls, 
our results of operations could be harmed or we could fail to meet our reporting obligations.  In addition, if we 
identify significant deficiencies or material weaknesses in our internal control over financial reporting that we 
cannot remediate in a timely manner, or if we are unable to receive an unqualified opinion from our independent 
public accounting firm with respect to our internal control over financial reporting, we could become subject to 
delisting from the Mexican Stock Exchange, an investigation by the CNBV and civil or criminal sanctions.  
Deficiencies, including any material weaknesses, in our internal control over financial reporting that may occur in 
the future could result in errors in our financial statements that could require us to restate our financial statements, 
cause us to fail to meet reporting obligations and cause holders of our CBFIs to lose confidence in our reported 
financial information, all of which could lead to a decline in the trading price of our CBFIs, or otherwise materially 
adversely affect our business, reputation, results of operations, financial condition, or liquidity. 

We cannot assure you of our ability to pay dividends in the future.  We may use borrowed funds or funds from 
other sources to make distributions, which may adversely impact our operations. 

We intend to make dividend payments to holders of our CBFIs.  If our assets are insufficient to pay cash 
dividends, there is no obligation for us to make such dividend payments.  There is no obligation to pay dividends 
from resources other than those which form part of our assets.  None of us, the Contributing Trusts, our Advisor, our 
Management Subsidiary or any of their affiliates or subsidiaries, the initial purchasers or the Mexican underwriters, 
will be responsible for making dividend payments under our CBFIs. 

The executive officers of our business will determine the dividend payments we will make, in accordance 
with the dividend policies established by our board of directors.  The executive officers of our business are also 
empowered to elect to reinvest such amounts in the business rather than paying out dividends, which could result in 
holders of our CBFIs not receiving dividends for one or more periods.  Dividend payments will depend on our 
earnings, our financial condition, tax position and other factors as may be deemed relevant from time to time.  We 
may be required to fund dividends from working capital, net proceeds of the Global Offering or a sale of assets to 
the extent dividend payments exceed earnings or cash flows from operations.  Funding dividends from working 
capital would restrict our operations.  Finally, selling assets may require us to dispose of assets at a time or in a 
manner that is not consistent with our disposition strategy.  If we borrow to fund dividend payments, our leverage 
ratios and future interest costs would increase, thereby reducing our earnings and cash available for distribution from 
what they otherwise would have been.  We may not be able to pay dividends in the future and we cannot assure you 
that our dividend policy will not change in the future. 

Tenants of our Initial Portfolio may take the view that they have a statutory right of first refusal to acquire their 
leased properties by virtue of our Formation Transactions.  

In the states of Mexico in which the Underlying Properties are located, a tenant (and, in certain cases, a co-
owner) has a statutory right of first refusal to acquire a property leased by them in the event the landlord intends to 
sell such property to a third party. The Underlying Properties that comprise our Initial Portfolio will not be directly 
sold to us as part of our Formation Transactions, but we will rather acquire our Initial Portfolio by purchasing CPOs 
representing the beneficial interests of the Underlying Property Trusts that directly or indirectly own such 
Underlying Properties. We are therefore of the view that the tenants of our Underlying Properties do not have a right 
of first refusal to purchase the properties they lease from us. Those tenants who did not waive their right of first 
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refusal in their lease agreement may, however, have a different view and may pursue legal actions claiming such 
right of first refusal and, to the extent any such action prevails, our purchase of the respective Underlying Property 
could be rescinded or annulled or we could be liable for damages or lost profits.  If this occurs, our purchase of such 
Underlying Property may be reverted and we may be forced to return the relevant Underlying Property in exchange 
for the purchase price we paid therefor, or we may be required to pay damages or lost profits. 

We may incur losses on our U.S. Dollar-denominated leases due to fluctuations in the exchange rate. 

As of December 31, 2012, approximately 95.0% of our leases were denominated in U.S. Dollars, 
representing approximately 91.0% of our Annualized Base Rents, and less than approximately 5.0% of our leases 
were denominated in Mexican Pesos, representing approximately 9.0% of our Annualized Base Rents.  We may not 
be able to receive payments of amounts owed to us by our obligors in U.S. Dollars because, under the Mexican 
Monetary Law (Ley Monetaria de los Estados Unidos Mexicanos), obligations to make payments to any Mexican or 
foreign companies or individuals in Mexico in a foreign currency, whether by agreement or upon enforcement of a 
judgment, may be discharged in Pesos at the exchange rate for Pesos prevailing at the time and place of payment or 
judgment as determined by the Banco de México and published in the Official Gazette on the date of the payment.  
Accordingly, pursuant to the Mexican Monetary Law, we may be forced to accept payments for U.S. Dollar-
denominated obligations in Pesos and we may not be able to convert such Pesos into U.S. Dollars at the same 
exchange rate used for converting such U.S. Dollars into Pesos. 

Risks Related to Our Organization and Structure 

We are dependent on the services provided by our Advisor, and we may not find a suitable replacement if our 
Advisor becomes unavailable to us. 

Our Advisor will participate in our management and operation.  In addition, other than the Chief Executive 
Officer and Chief Financial Officer of our business and our small team of approximately four employees, who are 
employed by our Management Subsidiary, we are dependent on our Advisor for key personnel.  We believe that our 
success will depend to a significant extent upon the efforts, experience, diligence, skills, and network contacts of the 
officers, key personnel that will be provided to us by our Advisor under the Advisory Agreement.  We can offer no 
assurance that our Advisor will continue to be our Advisor, or that we will continue to have access to their services 
and expertise.  Our Advisor may terminate the Advisory Agreement at any time with six-months prior notice after 
the third anniversary thereof; it is understood that after the third anniversary the Advisor can terminate the Advisory 
Agreement at any moment and immediately, by means of prior written notification to the Trustee, in the case of an 
Early Termination Event (as defined therein).  If the Advisory Agreement is terminated and no suitable replacement 
advisors are found, we may not be able to duplicate the quality and experience in providing investment management 
services available to us, and we may not be able to execute our business plan.  Pursuant to the terms of the Advisory 
Agreement, our Advisor may be removed if (i) it or its employees engage in acts of gross negligence, willful 
misconduct, bad faith or fraud in the performance of its services, (ii) it is found insolvent or bankrupt by a court of 
competent jurisdiction, (iii) it, without the approval of a Holders Meeting, ceases to be PLA Administradora 
Industrial, S. de R.L. de C. V. or any other affiliate or subsidiary of  PREI Latin America or (iv) without cause by 
vote of at least 51% of the holders of our CBFIs.  Furthermore, our early termination of the Advisory Agreement 
with our Advisor for reasons other than for cause may be difficult and costly to us.  See “Management—Our 
Advisor.”  In the event our Advisor is unable or unwilling to continue to provide services to us, our cost of obtaining 
substitute services may be greater than the fees we will pay to them, and as a result our earnings and cash flow may 
decline. 

We rely on Local Property Managers to provide certain services. 

Our Local Property Managers are third-party service providers that coordinate the day-to-day operations of 
the Underlying Properties.  Historically, we have depended upon these Local Property Managers to manage the 
Underlying Properties and conduct substantially all operating and administrative functions, including identifying and 
leasing properties as well as clerical duties, such as invoicing and collections.  At times, functions such as 
maintenance, landscaping, plumbing and electrical services are also outsourced or performed directly by the Local 
Property Manager.  We can offer no assurance that our Local Property Managers will continue to serve as our Local 
Property Managers, or that we will continue to benefit from their personnel or local relationships.  Our Local 
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Property Managers may terminate or opt not to renew our contracts with them.  We anticipate being able to replace 
Local Property Managers or reallocate the services to existing Local Property Managers.  If no suitable replacements 
are found, however, we may not be able to locate, lease or service our tenants in a manner consistent with past 
practice, which may have an adverse effect on our business or results of operation.  See “Business and Properties—
The Underlying Properties—Property Management and Leasing Services.” 

Members of our Advisor’s team, the board of directors and certain officers may have outside business interests 
and investments, which could potentially result in conflicts of interests or take their time and attention away from 
us, which could result in decisions that are not in the best interests of holders of our CBFIs. 

Our Advisor, certain non-independent members of our board of directors and certain officers of our 
business may have outside business interests, including ownership or management responsibilities related to certain 
properties and entities that are not being contributed in our Formation Transactions.  See “Certain Relationships and 
Related Transactions.”  The presence of outside business interests may present a conflict in that they could interfere 
with the ability of such persons to deliver objective investment advice or devote time and attention to our business 
and affairs and, as a result, our business could be harmed.  We cannot assure you that such conflict will be 
eliminated or limited in a satisfactory manner to the holders of our CBFIs, or that our policies and procedures will be 
adequate to address all of the conflicts that may arise. 

Our Advisory Agreement was negotiated between related parties. 

Our Advisory Agreement was negotiated between related parties and its terms, including fees payable, may 
not be as favorable to us as if it had been negotiated with unaffiliated third parties. 

We have limited operating, management and financial history and limited experience operating as a FIBRA or a 
public entity. 

We were formed as a result of a recent restructuring to facilitate our initial public offering and have limited 
operating and financial history.  We, who will be commercially known as Terrafina, are a Mexican FIBRA 
(fideicomiso de bienes raíces) created pursuant to an irrevocable Trust Agreement No. F/00939 on January 29, 2013.  
The Underlying Properties, previously managed by an affiliate of our Advisor, will be contributed to us as part of 
our Formation Transactions simultaneously with the Global Offering.  Prior to the Global Offering, we have had no 
experience operating real estate properties, and we do not have any experience operating as a FIBRA or a public 
entity, or complying with regulatory requirements and limitations set forth in the Mexican Income Tax Law 
applicable to FIBRAs or a public entity.  The information regarding our Advisor, PREI Latin America and PREI 
contained in this offering memorandum, and the past performance of the experienced management team of those 
entities is not intended to be indicative of, or a guarantee or prediction of, the returns that we may achieve in the 
future, including the amount of future payments of dividends to the holders of our CBFIs.  We cannot assure you 
that we will perform as our Advisor and its experienced management team has in their previous endeavors and our 
investment returns could be lower than the returns achieved by them in their previous endeavors.  Our inexperience, 
adverse market conditions or insufficiency of available opportunities may each hinder our ability to achieve our 
objectives or result in the loss of our qualification as a FIBRA or payment of taxes and penalties.  In addition, our 
historical results of operations do not reflect the payment of fees we must pay our Advisor, the repayment of certain 
existing indebtedness related to the Underlying Properties that we assumed in connection with our Formation 
Transactions or expenses we will incur related to our status as a FIBRA and a public entity.  See “Management—
Our Management Subsidiary,” “Management—Our Advisor” and “Use of Proceeds.”  For the reasons described 
above, our historical results of operations may not necessarily be indicative of the results of operations that we 
expect to report in the future.  As a result, we have limited operating, management and financial history with which 
prospective investors can evaluate us and can provide no assurances that we will be able to successfully operate as a 
FIBRA. 

Our Advisor and its affiliates will have significant influence over our affairs and could exercise such influence in 
a manner that is not in the best interests of other holders of our CBFIs. 

Prior to the completion of the Global Offering, we will enter into an Advisory Agreement with our Advisor 
pursuant to which our Advisor will participate in our management and operation.  In addition, our Advisor is entitled 



 

 36  

to appoint one member of our board of directors.  In addition to these contractual rights, upon completion of our 
acquisition of the CPOs and the Global Offering, affiliates of our Advisor will initially beneficially own 
approximately 4.4%  of our outstanding CBFIs. Affiliates of our Advisor appointed the seven members of our initial 
board of directors.  Pursuant to our trust agreement, any person or group of persons acting together holding at least 
10% of the outstanding CBFIs will have the right to request a meeting of the holders of our CBFIs, postpone any 
vote in a Holders Meeting for up to three days due to lack of sufficient information and appoint one member of our 
board of directors for each 10% interest.  As a result, entities related to our Advisor will continue to have significant 
influence over us and may act without regard to whether the other holders of our CBFIs believe that a particular 
action is in their best interest.  

Our Trust Agreement allows our board of directors to change our business strategy and certain of our trust 
policies without the approval of holders of our CBFIs. 

Within the parameters established in our Trust Agreement, our investment, financing, borrowing and 
dividend policies and our policies with respect to other activities, including growth, debt, capitalization and 
operations, will be determined by our board of directors.  These policies may be amended or revised at any time and 
from time to time at the discretion of our board of directors without a vote of holders of our CBFIs.  Similarly, while 
our current business strategy is to capitalize on the existing and future growth opportunities within the industrial real 
estate sector in Mexico, our Trust Agreement grants our board of directors the discretion to expand into other real 
estate asset classes and geographic markets although we have no short-term plans to do so.  A change in our trust 
policies or in our business strategies could have an adverse effect on our business, financial condition, results of 
operations and cash flow, the trading price of our CBFIs and our ability to pay dividends to holders of our CBFIs. 

Risks Related to the Securities Markets and Ownership of our CBFIs 

The CBFIs have never been publicly traded and an active market for the CBFIs may not develop or may decline 
following the Global Offering. 

Prior to the Global Offering, there has been no public market for our CBFIs.  Although we have applied for 
our CBFIs to be listed on the BMV, an active trading market may not develop, or if developed, maintained.  The 
Mexican securities markets, including the BMV as the primary trading market, are substantially smaller, less liquid, 
more volatile, have a lower institutional investor base and are more concentrated than major international securities 
markets, such as those in the United States.  For example BMV had an exchange capitalization of approximately 
US$443 billion (Ps.5,761 billion) on December 31, 2012, and an average daily trading volume of US$811 million in 
2012.  The top ten stocks in terms of trading volume accounted for approximately 55.6% of all equity securities 
traded on the BMV in 2011.  Such market characteristics may substantially limit the capacity of holders of our 
CBFIs to sell them, or to sell them at the price and time which such holders want to sell them, and this may 
negatively affect the market price of, and liquidity for, our CBFIs. 

Securities offered in an initial public offering often trade at a discount to the initial offering price due to 
underwriting discounts and related offering expenses.  This represents an immediate dilution in the holders of our 
CBFIs’ equity value per security to new investors purchasing CBFIs in the offering at the initial public offering 
price.  As a result of this dilution, investors purchasing CBFIs in the offering may receive significantly less than the 
full purchase price that they paid for the securities purchased in the offering in the event of liquidation.  The 
possibility that our CBFIs may trade at a discount to our net asset value is separate and distinct from the risk that our 
net asset value per CBFI may decline.  We cannot predict whether our CBFIs will trade above, at or below net asset 
value. 

The market price of our CBFIs may fluctuate significantly, and you could lose all or part of your investment. 

Volatility in the market price of our CBFIs may prevent you from being able to sell your CBFIs at or above 
the price you paid for your CBFIs.  The market price and liquidity of the market for our CBFIs may be significantly 
affected by numerous factors, some of which are beyond our control and may not be directly related to our operating 
performance.  These factors include, among others: 
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 general economic trends in the Mexican, U.S. or global economies or financial markets; 

 significant volatility in the market price and trading volume of securities of companies in our sector, 
which are not necessarily related to the operating performance of these companies; 

 the general reputation of FIBRAs and the attractiveness of their CBFIs in comparison to other equity 
securities (including securities issued by other real estate-based companies); 

 increases in market interest rates, which may lead purchasers of our CBFIs to demand a higher yield; 

 changes in earnings or variations in operating results; 

 publication of research reports about us or the real estate industry; 

 new laws or regulations or new interpretations of laws and regulations, including tax guidelines or 
accounting principles, applicable to our industry; and 

 the market’s perception of our growth potential and our current and potential future cash dividend 
payments, as well as the real estate market value of the underlying assets. 

In addition, although there is no present intention to do so, in the future, we may issue additional CBFIs or 
the principal holders of our CBFIs may dispose of their interests in us.  Any such issuances or sales or the prospect 
of any such issuances or sales could result in a dilution of the economic and voting rights of the holders of our 
CBFIs in us or a negative market perception and potentially a decrease in the market price of the CBFIs. 

Our recourse with respect to the Underlying Properties contributed to us in the Formation Transactions will be 
limited to the CBFIs received by the Contributing Trusts in consideration for their sale of the CPOs to us, and 
will terminate 180 days after the date of such sale. 

As part of our Formation Transactions, each Contributing Trust will transfer to us CPOs representing 
interests in the Underlying Properties, and such Contributing Trusts will make certain representations and 
warranties, including representations to good title, with respect to such CPOs and the respective Underlying 
Properties.  Upon such transfer of CPOs, the Contributing Trusts will be amended to provide that the consideration 
in CBFIs received by such Contributing Trusts in exchange for the transfer of the CPOs will continue to form part of 
the estate of the Contributing Trusts and serve as collateral for any claim that may arise from the breach of such 
representations and warranties for a period of 180 days after the date of transfer of the CPOs to us.  After such date, 
such CBFIs will be distributed to the beneficiaries thereunder, and the Contributing Trusts will thereafter be 
terminated, except to the extent any claims have been asserted by us against a Contributing Trust prior to the 
expiration of such 180-day period.  Therefore, upon expiration of such 180-day period, we will have no further 
claim or recourse with respect to any representations and warranties made by the Contributing Trusts in connection 
with the CPOs and the respective Underlying Properties.  Consequently, we may be unable to recover damages for 
losses relating to the Underlying Properties and contributed CPOs. 

Holders of the CBFIs do not have preemptive rights that entitle them to participate in future offerings. 

Under our Trust Agreement, if we issue new CBFIs as part of a capital increase, holders of our CBFIs do 
not have the right to subscribe to a proportional (or any other) number of CBFIs to maintain their existing ownership 
percentage.  As a result, the ownership interest of holders of our CBFIs may be diluted upon future issuances of 
CBFIs. 

The protections afforded to minority holders of our CBFIs in Mexico are different from those in the United 
States. 

Under Mexican law, the protections afforded to minority holders of our CBFIs and the fiduciary duties of 
officers and members of our board of directors are, in some material respects, different from those in the United 
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States and certain other jurisdictions.  In particular, the Mexican legal regime concerning fiduciary duties of 
members of our board of directors is not as developed as in the United States, and the criteria applied in the United 
States to ascertain the independence of members of our board of directors (as the same recently has been made more 
restrictive in the wake of well-publicized corporate scandals) is different from the criteria applicable under 
corresponding Mexican laws and regulations.  Further, in Mexico, there are no procedures for class actions or holder 
derivative actions and different procedural requirements exist for bringing holder lawsuits.  As a result, in practice it 
may be more difficult for minority holders of our CBFIs to enforce their rights against us and members of our board 
of directors or controlling holders of our CBFIs than it would be for shareholders of a U.S. company.  See “Principal 
Holders” and “Description of Our CBFIs and Certain Provisions of Our Trust Agreement and Mexican Law.” 

Future offerings of securities or incurrence of indebtedness ranking senior to our CBFIs may limit our operating 
and financial flexibility and may adversely affect the market price of, and dilute the value of, our CBFIs. 

If we decide to issue securities in the future ranking senior to our CBFIs or otherwise incur indebtedness, it 
is possible that these securities or indebtedness will be governed by an indenture or other instrument containing 
covenants restricting our operating flexibility and limiting our ability to make distributions to holders of our CBFIs.  
Additionally, any convertible or exchangeable securities that we issue in the future may have rights, preferences and 
privileges, including with respect to distributions, more favorable than those of our CBFIs and may result in dilution 
to holders of our CBFIs.  Because our decision to issue securities in any future offering or otherwise incur 
indebtedness will depend on market conditions and other factors beyond our control, we cannot predict or estimate 
the amount, timing or nature of our future offerings or financings, any of which could reduce the market price of our 
CBFIs and dilute the value of our CBFIs. 

It will not be possible for holders of our CBFIs to enforce their rights as holders under our Trust Agreement 
before courts other than Mexican courts. 

Our Trust Agreement provides that any legal action relating to the execution, interpretation or performance 
of our Trust Agreement is governed by Mexican law and may be brought only in Mexican courts.  As a result, it will 
not be possible for holders of our CBFIs to enforce their rights as holders under our Trust Agreement before courts 
other than Mexican courts. 

Risks Related to Mexico 

Adverse economic conditions in Mexico may adversely affect our financial performance. 

We are a trust created in Mexico, all of our assets and operations are located in Mexico and our business is 
affected by the performance of the Mexican economy.  The recent global credit crisis and the economic recession 
have had significant adverse consequences on the Mexican economy, which in 2009 contracted by 6.3% in terms of 
GDP.  The Mexican economy is currently recovering from a recession, with GDP growth of 5.6% in 2010 and 3.9% 
in 2011 and 2012.  However, we cannot assure you that this recovery will continue during 2013 or that a future 
recession will not occur. 

Moreover, in the past, Mexico has experienced prolonged periods of economic crisis, caused by internal 
and external factors over which we have no control.  Those periods have been characterized by exchange rate 
instability, high inflation, high domestic interest rates, economic contraction, a reduction of international capital 
flows, a reduction of liquidity in the banking sector and high unemployment rates.  Decreases in the growth rate of 
the local economy where our properties are located, periods of negative growth and/or increases in inflation or 
interest rates may result in lower demand for our properties.  Because a large percentage of our costs and expenses 
are fixed, we may not be able to reduce costs and expenses upon the occurrence of any of these events, and our 
profit margins may suffer as a result.  We cannot assure you that economic conditions in Mexico will not worsen, or 
that those conditions will not have an adverse effect on our financial condition and results of operations. 
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Political, social and other developments in Mexico could affect our business. 

Political, social and other developments in Mexico could affect our business.  Currently, no single party has 
a absolute majority in any chamber of the Mexican Federal Congress, which will hamper legislative progress.  The 
absence of a clear majority and misalignment between the legislature and the administration could result in deadlock 
and prevent the timely implementation of structural reforms, which in turn could have an adverse effect on the 
Mexican economy.  In addition, Enrique Peña Nieto, a member of the Partido Revolucionario Institucional, or PRI 
party, was elected as the new president of Mexico in July 2012 and took office on December 1, 2012.  As with any 
change in administration, this may trigger significant changes in governmental policies and may contribute to 
economic uncertainty or cause heightened volatility of the Mexican capital markets and securities issued by Mexican 
companies.  We cannot assure you that political developments in Mexico will not have an adverse effect on our 
business, financial condition or results of operations.  Mexican governmental actions concerning the economy could 
have a significant impact on private sector entities in general and us in particular, as well as on market conditions 
and prices of, and returns on, Mexican securities.  In particular, Mexican authorities have the ability to expropriate 
assets under certain circumstances.  Though there remains an obligation to indemnify the owner of expropriated 
assets, such indemnification is often lower than the market value of the expropriated assets.  If any trust assets or 
any of the Underlying Properties were expropriated, there is a possibility that we would lose all or part of our 
investment in such property, which could result in a lower level of cash available for distribution to holders of our 
CBFIs. 

In addition, Mexico has experienced increased levels of violence related to combating drug trafficking and 
organized crime in certain cities central to the transportation of drugs into the United States, such as Ciudad Juárez, 
Reynosa, Nuevo Laredo and Monterrey.  This increase in violence has resulted in a deterioration of the business 
environment in certain cities in which we operate, which has affected the occupancy of industrial facilities therein.  
If the violence continues or develops in such cities or other cities in Mexico in which we operate, we could 
experience a negative impact on our financial condition and results of operations.  Corruption and links between 
criminal organizations and authorities also create conditions that affect our business operations; extortion and other 
acts of intimidation are latent risks in the aforementioned cities.  The mitigation of such issues is subject to the level 
of action and decision of federal and local government. 

Furthermore, we are also exposed to natural disasters (such as earthquakes, hurricanes, floods and other 
unpredictable events), adverse climate conditions or negative conditions produced by third parties (such as strikes, 
suspension of labor, demonstrations, acts of violence and terrorism) in the Mexican states in which we operate. 

Fluctuations in the value of the Peso against the U.S. Dollar, as well as the reinstatement of exchange controls 
and restrictions, could adversely affect our financial performance. 

Our results of operations are dependent on economic conditions in Mexico, including fluctuating currency 
rates.  Fluctuations in currency rates may adversely affect our ability to acquire assets denominated in other 
currencies and may also adversely affect the performance of the investments in such assets.  Banco de México may 
from time to time participate in the foreign exchange market to minimize volatility and support an orderly market.  
Banco de México and the Mexican government have also promoted market-based mechanisms for stabilizing 
foreign exchange rates and providing liquidity to the exchange market, such as using over-the-counter derivatives 
contracts and publicly-traded futures contracts on the Chicago Mercantile Exchange.  However, the Peso is currently 
subject to significant fluctuations against the U.S. Dollar and may be subject to such fluctuations in the future.  
Since the second half of 2008, the value of the Peso relative to the U.S. Dollar has fluctuated significantly.  
According to the Banco de México, during this period the exchange rate registered a low of Ps.9.91 per US$1.00 at 
August 6, 2008 and a high of Ps.15.37 per US$1.00 at March 3, 2009 and was Ps.13.01 per US$1.00 at December 
31, 2012.  Because assets may be purchased with and income may be payable in Pesos, the value of these assets 
measured in our functional currency, the U.S. Dollar, may be affected favorably or unfavorably by changes in 
currency rates, costs of conversion and exchange control regulations.  As a result, our reported earnings, which are 
expressed in Pesos, are subject to fluctuations in the value of the Peso relative to the U.S. Dollar.  Similarly, because 
the CBFIs are denominated in Pesos and not in Investment Units (Unidades de Inversión), holders of CBFIs bear the 
risk of fluctuations in the National Consumer Price Index (Indice Nacional de Precios al Consumidor), which may 
decrease the acquisition value of Pesos received by holders of our CBFIs as distributions. 
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Severe devaluation or depreciation of the Peso may also result in disruption of the international foreign 
exchange markets.  This may limit our ability to transfer or to convert Pesos into U.S. Dollars and other currencies 
and may have an adverse effect on our financial position, results of operations and cash flows in future periods by, 
for example, increasing in Peso terms the amount of our foreign currency-denominated liabilities and the rate of 
default among our borrowers.  We will pay distributions to holders of our CBFIs in Pesos.  Any significant 
fluctuations in the exchange rates between Pesos to U.S. Dollars or other currencies could have an adverse impact 
on the U.S. Dollar or other currency-equivalent amounts holders of our CBFIs receive from the conversion.  In 
addition, the amount paid by us in Pesos may not be readily convertible into U.S. Dollars or other currencies.  While 
the Mexican federal government does not currently restrict, and for many years has not restricted, the ability of 
Mexican or foreign persons or entities to convert Pesos into U.S. Dollars or other currencies, it has done so in the 
past and could reinstate exchange controls in the future.  Future fluctuations in exchange rates and the effect of any 
exchange control measures adopted by the Mexican government on the Mexican economy cannot be predicted. 

Developments in other countries may adversely affect the Mexican economy, our financial performance and the 
price of our CBFIs. 

The Mexican economy and the market value of Mexican companies or vehicles such as our trust may be, to 
varying degrees, affected by economic and market conditions in other countries.  Although economic conditions in 
other countries may differ significantly from economic conditions in Mexico, investors’ reactions to developments 
in other countries may have an adverse effect on the market value of securities of Mexican issuers or of Mexican 
assets.  In recent years, for example, prices of both Mexican debt securities and Mexican equity securities dropped 
substantially as a result of developments in Russia, Asia, Brazil and European Union economies, particularly 
Greece.  Most recently, credit issues in the United States related principally to the sale of sub-prime mortgages 
resulted in significant fluctuations in global financial markets, including Mexico. 

In addition, economic conditions in Mexico are highly correlated with economic conditions in the United 
States as a result of the North American Free Trade Agreement (“NAFTA”), and increased economic activity 
between the two countries, and the remittance of funds from Mexican immigrants working in the United States to 
Mexican residents.  Therefore, adverse economic conditions in the United States, the termination of, or 
modifications to, NAFTA or other related events could have a significant adverse effect on the Mexican economy.  
We cannot assure you that events in other emerging market countries, in the United State or elsewhere will not 
adversely affect our business, financial condition and results of operations. 

Our business and the fair value of our real estate assets may be harmed by eminent domain proceedings related 
to illicit activities if our properties are used for such activities. 

Pursuant to the Federal Law of Eminent Domain (Ley Federal de Extinción de Dominio), the Mexican 
federal government has the authority to take private properties located in Mexico in the event that such properties 
are employed to commit a felony related to organized crime, drug enforcement, kidnapping, car theft or human 
trafficking.  If any of our properties are used to commit any such felonies and the Mexican federal government were 
to exercise its right of eminent domain and take any such properties, we would lose all or a portion of our 
investment in such property.  The taking of any of our properties will adversely affect our expected rents and, 
consequently, the amount of cash flow available for the distribution of dividends to holders of our CBFIs in addition 
to the price of our CBFIs. 

We are subject to different disclosure and accounting standards than companies in other countries. 

A principal objective of the securities laws of the United States, Mexico, and other countries is to promote 
full and fair disclosure of all material corporate information, including accounting information.  However, there may 
be less or different publicly available information about foreign issuers of securities than is regularly published by or 
about U.S. issuers of listed securities.  We will be subject to reporting obligations in respect of the CBFIs to be listed 
on the Mexican Stock Exchange.  The disclosure standards imposed by the Mexican Stock Exchange may be 
different than those imposed by securities exchanges in other countries or regions such as the United States.  As a 
result, the level of information that is available may not correspond to what non-Mexican investors in the CBFIs are 
accustomed to.  In addition, accounting standards and disclosure requirements in Mexico differ from those of the 
United States.  In particular, our financial statements are prepared in accordance with IFRS, which differ from U.S. 
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GAAP in a number of respects.  Items on the financial statements of a company prepared in accordance with IFRS 
may not reflect its financial position or results of operations in the way they would be reflected had such financial 
statements been prepared in accordance with U.S. GAAP. 

It may be difficult to enforce civil liabilities against us, members of our board of directors, our Management 
Subsidiary, our Advisor or their respective officers. 

We are a trust formed under the laws of Mexico.  All of the members of our board of directors and the 
officers of our Management Subsidiary and our Advisor reside, and substantially all of the assets of such persons are 
located, in Mexico.  Furthermore, all of our assets are located in Mexico.  As a result, it may be difficult for you to 
effect service of process within the United States or in any other jurisdiction outside of Mexico upon these persons 
or to enforce against them or us in any jurisdiction outside of Mexico judgments predicated upon the laws of any 
such jurisdiction, including any judgment predicated upon the federal and state securities laws of the United States.  
There is doubt as to the enforceability, in original actions in Mexican courts or in original actions or actions for 
enforcement of judgments obtained in courts of jurisdictions outside of Mexico, of civil liabilities under the laws of 
any jurisdiction outside of Mexico, including any judgment predicated solely upon the federal and state securities 
laws of the United States.  See “Service of Process and Enforcement of Civil Liabilities.” 

Risks Related to Tax Issues 

We expect to be treated as a passive foreign investment company for U.S. federal income tax purposes, in which 
case U.S. holders of our CBFIs could be subject to adverse U.S. federal income tax consequences. 

Based on our organization and our intended operations, we expect to be treated as a passive foreign 
investment company (a “PFIC”) for U.S. federal income tax purposes.  In this regard, we urge U.S. Holders (as 
defined in “Taxation—Certain U.S. Federal Income Tax Consequences”) to consider making, a “qualified electing 
fund” election (a “QEF election”) with respect to our CBFIs. 

Assuming we are treated as a PFIC and a U.S. Holder does not make a QEF election, such holder will be 
subject to a special tax at ordinary income tax rates on “excess distributions” (generally, any distributions that you 
receive in a taxable year that are greater than 125 percent of the average annual distributions that such holder has 
received in the preceding three taxable years, or its holding period, if shorter), including any gain recognized on the 
sale of our CBFIs.  The amount of income tax on any excess distributions will be increased by an interest charge to 
compensate for tax deferral, calculated as if the excess distributions were earned ratably over the holding period of 
the CBFIs.  In addition, dividends paid by us would not be eligible for reduced rates of U.S. federal income taxation 
applicable to U.S. Holders that are individuals. 

A U.S. Holder may avoid the unfavorable rules described above if it makes a QEF election, in which case 
the U.S. Holder will be required to include annually its proportionate share of our income and net capital gain, but 
any gain such holder subsequently recognizes upon the sale of its CBFIs generally will be taxed as capital gain and 
any distributions made in respect of its CBFIs will not be subject to U.S. federal income tax to the extent such 
distributions relate to previously taxed earnings.  Although U.S. Holders making a QEF election must include on an 
annual basis their proportionate share of our income and net capital gain, in the event we are a PFIC, regardless of 
whether distributions of cash are made to such holders, we expect that the potential negative effects of such 
mismatch in timing should be mitigated by our dividend policy, as described under “Dividend Policy.”  In this 
regard, our board of directors plans to establish a dividend policy pursuant to which we will generally pay 
substantially all of our cash available for distribution to the holders of our CBFIs each year.  There can be no 
assurance that such dividend policy will not change or that cash distributions will be made to holders of our CBFIs, 
in any year. 

Assuming our CBFIs are considered marketable stock (as discussed below under “Taxation—Certain U.S. 
Federal Income Tax Considerations—Classification as a Passive Foreign Investment Company—Mark-to-Market 
Election”), a U.S. holder can alternatively avoid the unfavorable rules described above if it makes a “mark-to-market 
election” in respect of its CBFIs, in which case such holder generally will recognize ordinary gain or loss at the end 
of each year equal to the difference between the fair market value of the CBFIs and the holder’s tax basis therein.  
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No assurance can be provided that our CBFIs will be (or will continue to be) treated as marketable stock for 
purposes of the PFIC rules. 

U.S. Holders are urged to read the section below under “Taxation—Certain U.S. Federal Income Tax 
Considerations—Classification as a Passive Foreign Investment Company” and consult with their own tax advisors 
regarding the U.S. federal income tax considerations discussed above including the desirability of making a QEF or 
mark-to-market election. 

We may be subject to adverse legislative or regulatory tax changes that could affect us or the value of our CBFIs. 

At any time, the U.S. federal, state or local, Mexican federal or local, or other non-U.S. tax laws or 
regulations or the judicial or administrative interpretations of those laws or regulations may be changed.  We cannot 
predict when or if any new U.S. federal, state or local, Mexican federal or local, or other non-U.S. tax law, 
regulation or judicial interpretation, will be adopted, promulgated or may become effective, and any such law, 
regulation or interpretation may take effect retroactively.  We and holders of our CBFIs could be adversely affected 
by any such change in, or any new, tax law, regulation or administrative or judicial interpretation. 

Our property taxes could increase due to property tax rate changes or reassessment, which could adversely 
impact our cash flows. 

We will be required to pay local property tax on the Underlying Properties.  The property tax on the 
Underlying Properties may increase as property tax rates change or as the value of the Underlying Properties is 
assessed or reassessed by tax authorities.  The amount of property tax we pay in the future may differ substantially 
from the property tax that we pay currently.  If the property tax we pay increases, our ability to pay expected 
distributions to holders of our CBFIs could be materially and adversely affected. 

We may have greater IETU tax liability going forward due to the manner in which we structured our Formation 
Transactions. 

The Formation Transactions pursuant to which we will acquire the Underlying Properties are expected to 
result in a deduction for Mexican IETU (Business Flat Rate Tax) purposes of approximately Ps.9.0 billion, which is 
less than the estimated fair value of the Underlying Properties as of December 31, 2012 of Ps.11.9 billion.  To the 
extent IETU deductions and IETU credits arising from future investments and expenditures are not sufficient to 
offset IETU income and IETU tax liability, respectively, our potential IETU tax liability upon disposition of the 
Underlying Properties in the future would be greater than the IETU tax liability that would have resulted if IETU 
deductions of the Underlying Properties had been equal to their fair market value at the time of their acquisition. 
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USE OF PROCEEDS 

The net proceeds to us will be approximately Ps.7,589.4 million (US$609.4 million) after deducting 
offering expenses, which include underwriting discounts and commissions and other expenses and taxes related to 
the Global Offering and our Formation Transactions, and financing fees. 

The following table sets forth the sources and the uses of funds that we expect in connection with the 
Global Offering: 

Sources Uses 

 $ Ps.  $ Ps. 
 (in millions) (in millions)  (in millions) (in millions) 

Gross proceeds from the 
Global Offering ................... 664.8 8,279.6   Repayment of debt ............... 413.6  5,150.8   

Draw on Revolving 
Facility................................. 96.6 1,203.4   Citibank Facility ............ 368.0 4,583.0   

   JP Morgan Facility ........ 35.0 435.9   

   Cuautitlán Facility ......... 10.6 131.9   

   

Cash payment applied to 
the purchase of the Initial 
Portfolio ............................... 292.4 3,641.9   

   Offering expenses ................ 49.3 613.6   

   Financing fees ...................... 6.2 76.6   

Total Sources ..................... 761.4 9,483.0  Total Uses ........................... 761.4 9,483.0   

 
For a summary of the value of the consideration paid in exchange for the Initial Portfolio, as allocated 

among the Contributing Trusts, see “Structure and Formation—Consideration Paid for the Initial Portfolio.” 

In the event the over-allotment option is exercised in part or in full, we will deliver the proceeds from the 
settlement of such CBFIs to the Contributing Trusts for further distribution to certain of the principal holders listed 
in the table set forth in “Principal Holders” as part of their compensation in respect of their interests in the 
Underlying Properties.  Any exercise of the over-allotment option will result in the issuance of fewer CBFIs to the 
Contributing Trusts such that the total number of CBFIs outstanding does not change as a result of the exercise of 
the over-allotment option. 

 
Solely for the convenience of the reader, amounts appearing in the table above have been translated at the 

Banco de México published rate as of March 19, 2013, which was Ps.12.45 per U.S. Dollar. 
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CAPITALIZATION 

The following table sets forth: (i) our historical capitalization as of December 31, 2012, and (ii) as adjusted 
to reflect the Global Offering and the application of the net proceeds as described under “Use of Proceeds.” 
Amounts have been translated at the Banco de México published rate as of December 31, 2012, which was Ps.13.01 
per U.S. Dollar. 

You should read this table together with the information under the section entitled “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” and the table in “Use of Proceeds” 
included elsewhere in this offering memorandum. 

 As of December 31, 2012 
 

Actual 
As Adjusted  
(unaudited) 

 $ Ps. $ Ps. 
Current liabilities (in millions) 
Secured Debt     

Borrowings .......................................................................... 387.2 5,038.7 6.7 87.2 
Derivative financial instruments ................................................ - - - - 
Trade and other payables ........................................................... 2.4 31.3 2.4 31.3 

Non-current liabilities     
Secured Debt     

Borrowings .......................................................................... 148.0 1,924.9 114.5 1,489.7 
Tenant deposits ............................................................................ 6.7 86.8 6.7 86.8 
Total liabilities (excluding net assets attributable to the 
investors) .................................................................................... 544.3 7,081.7 131.3 1,708.2 

 
The above table does not reflect the US$96.6 million drawdown of the Revolving Facility, which we expect 

to borrow simultaneously with the consummation of the Global Offering. 
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DIVIDEND POLICY 

We intend to adopt a dividend policy and pay quarterly cash dividends to all holders of our CBFIs on a pro 
rata basis.  We expect that our dividend policy will generally require an annual distribution rate that represents up to 
100% of our estimated cash available for distribution.  We define cash available for distribution as operating profit 
(loss) for the year adjusted for net unrealized gain or losses.  This definition of cash available for distribution does 
not reflect the amount of cash estimated to be used for investing activities, acquisitions and other activities, other 
than a provision for recurring and non-recurring capital expenditures, and amounts estimated for leasing 
commissions and tenant improvements necessary for renewing space.  It also does not reflect the amount of cash 
estimated to be used for financing activities.  Any such investing and/or financing activities may have a material 
effect on our estimate of cash available for distribution.  Our estimate of cash available for distribution should not be 
considered as an alternative to cash flow from operating activities or as an indicator of our liquidity or our ability to 
pay dividends or make other distributions.  We believe that our estimate of cash available for distribution constitutes 
a reasonable basis for setting the initial distribution rate; however, we cannot assure you that the estimate will prove 
accurate, and actual distributions may therefore be significantly different from the expected distributions.  Our cash 
available for distribution calculation is separate from our calculation to distribute annually at least 95% of our 
taxable result under Mexican Income Tax Law in order to maintain our status as a FIBRA. 

The timing, form, frequency and amount of dividends will be authorized by our board of directors based 
upon a variety of factors, including: 

 actual results of operations (including our annual tax result); 

 our level of retained cash flows; 

 the terms, requirements and provisions of any financing agreements; 

 capital expenditure requirements for our properties; 

 our operating expenses; 

 our future prospects and our expected financial performance and working capital needs; 

 any changes in law, general economic and business conditions; and 

 other factors that our board of directors may deem relevant, including the amount of dividends paid by 
similar businesses. 

We cannot assure you that any given annual distribution rate will be made or sustained.  Any dividends we 
pay in the future will depend upon our actual results of operations, economic conditions and other factors that could 
differ materially from our current expectations.  Our actual results of operations will be affected by a number of 
factors, including the revenue we receive from our properties, our operating expenses, interest expenses, and the 
ability of our customers to meeting their obligations and unanticipated expenditures.  If our properties do not 
generate sufficient cash flow, we may be required to fund dividends from (i) working capital, which could include 
proceeds from the Global Offering, (ii) borrowings under our Revolving Facility, or (iii) from other debt or equity 
financing, which may not be available.  We cannot assure you that once developed, our dividend policy will not 
change in the future. 
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EXCHANGE RATES 

Since November 1991, Mexico has had a free market for foreign exchange.  Prior to December 21, 1994, 
the Banco de México kept the Peso-U.S. Dollar exchange rate within a range prescribed by the Mexican government 
through intervention in the foreign exchange market.  Within the mentioned band, the Banco de México generally 
intervened to reduce day-to-day fluctuations in the exchange rate.  In December 1994, the Mexican government 
suspended intervention by the Banco de México and allowed the Peso to float freely against the U.S. Dollar.  Factors 
contributing to the decision included the size of Mexico’s account deficit, the level of the Banco de México’s 
foreign exchange reserves, rising interest rates for other currencies, especially the U.S. Dollar, and reduced 
confidence in the Mexican economy on the part of international investors. 

Since late 2003, the Banco de México has been conducting auctions of U.S. Dollars in an attempt to reduce 
the levels of its foreign reserves.  The Banco de México conducts open market operations on a regular basis to 
determine the size of Mexico’s monetary base.  Changes in Mexico’s monetary base have an impact on the exchange 
rate.  The Banco de México may increase or decrease the reserve of funds that financial institutions are required to 
maintain.  If the reserve requirement is increased, financial institutions will be required to allocate more funds to 
their reserves, which will reduce the amount of funds available for operations, and cause the amount of available 
funds in the market to decrease and the interest rate to increase.  The opposite happens if reserve requirements are 
lowered.  This mechanism, formally known as “the daily settlement balance target,” represents a device used by the 
Banco de México to adjust the level of interest and foreign exchange rates. 

On October 8, 2008, as a result of the foreign exchange volatility caused by the global financial crisis, the 
Mexican Foreign Exchange Commission (Comisión de Cambios), comprised of senior officials of the Ministry of 
Finance and the Banco de México, which is responsible for determining Mexico’s exchange rate policy, established 
daily dollar auctions in order to help stabilize foreign exchange markets.  The U.S. Dollar amounts auctioned have 
been modified in order to adapt to current market conditions.  The Banco de México also announced in early 2010 
that it would follow a policy of foreign reserves accumulation.  To that end, the Banco de México has established a 
monthly options auction to sell U.S. Dollars to it pursuant to certain rules.  We cannot assure you that the Mexican 
government will maintain its current policies with respect to the Peso or that the Peso will not depreciate 
significantly in the future. 

The following table sets forth, for the periods indicated, the high, low, average and period-end, free-market 
exchange rate expressed in Pesos per U.S. Dollar.  The data provided in this table are based on the rates published 
by the Banco de México in the Official Gazette.  We have not restated the rates in constant currency units.  No 
representation is made that the Peso amounts referred to in this offering memorandum could have been or could be 
converted into U.S. Dollars at any particular rate or at all. 

 Exchange Rate (Ps. per US$) 
Years Ended December 31, Low(1) High(1) Average(2) Period- End
2008 ...................................................................................................... 9.92 13.92 11.14 13.54 
2009 ...................................................................................................... 12.60 15.37 13.51 13.06 
2010 ...................................................................................................... 12.16 13.18 12.64 12.36 
2011 ...................................................................................................... 11.50 14.24 12.43 13.98 
2012 ...................................................................................................... 12.63 14.39 13.17 13.01 
Month Ended     
September 31, 2012 .............................................................................. 12.75 13.42 13.00 12.85 
October 31, 2012 .................................................................................. 12.70 13.09 12.87 13.09 
November 30,  2012 ............................................................................. 12.98 13.25 13.10 13.04 
December 31, 2012 ............................................................................... 12.72 13.01 12.87 13.01 
January 31, 2013 ................................................................................... 12.59 12.99 12.71 12.71 
February 28, 2013 ................................................................................. 12.63 12.87 12.72 12.87 
March 19, 2013 ..................................................................................... 12.40 12.83 12.66 12.45 
 

(1) Rates shown are the actual low and high, on a day-by-day basis for each period. 
(2) Average of month end rates in the case of yearly averages and average of daily rates in the case of monthly averages. 
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SELECTED COMBINED FINANCIAL DATA 

The following tables present summary financial information with respect to the Contributing Trusts and 
other data for the periods indicated.  These tables should be read in conjunction with the Combined Financial 
Statements included elsewhere in this offering memorandum and are qualified in their entirety by the information 
contained therein.  See “Presentation of Financial and Certain Other Information.”  Our Combined Financial 
Statements and other financial information included in this offering memorandum, unless otherwise specified, are 
stated in Mexican Pesos.  The U.S. Dollar amounts presented below are conversions from the Peso amounts, solely 
for the convenience of the reader.  Unless otherwise indicated, we have translated U.S. Dollar amounts in this 
offering memorandum at the exchange rate of Ps.13.01 to US$1.00, the rate published by Banco de México in the 
Official Gazette on December 31, 2012.  See “Exchange Rates.”  These conversions should not be construed as 
representations that the Peso amounts actually represent such U.S. Dollar amounts or could be converted into U.S. 
Dollars at the rate indicated or at any other rate.   

 For the Year Ended December 31, 

 2012 2012 2011 2010 

 
(millions of US$) 

(unaudited) (millions of Ps.) 
Statement of Income Data:     

Rental revenue ...................................................................... 79.1 1,029.0 903.8 882.5 
Other operating income ......................................................... 6.4 83.7 89.9 67.9 
Net unrealized gain (loss) from fair value adjustment on 

investment properties ......................................................... 23.2 301.3 483.4 (177.7) 
Real estate expenses and taxes .............................................. (19.6) (254.7) (233.9) (167.7) 
Fees and other sundry expenses ............................................ (3.8) (49.8) (45.9) (28.7) 
Net unrealized gain (loss) on certain financial instruments ... 0.8 10.1 (35.6) 6.3 

Operating profit .................................................................. 86.1 1,119.6 1,161.7 582.6 

Finance cost—net .................................................................. (20.2) (262.5) (304.9) (333.9) 

Profit for the year ................................................................ 65.9 856.9 856.7 248.9 

Currency translation differences ........................................... (25.5) (331.7) 555.0 (174.0) 

Increase in net assets attributable to the investors ........... 40.4 525.2 1,411.8 74.8 
 

 As of the Year Ended December 31, 

 2012 2012 2011 2010 

 
(millions of US$) 

(unaudited) (millions of Ps.) 
Balance Sheet Data:     

Non-current assets     
Investment properties ............................................................ 918.1 11,944.1 12,231.8 10,169.9 
Derivative financial instruments ............................................ 0.1 1.6 14.2 37.4 

Current assets     
Other assets ............................................................................ - - 0.5 21.9 
Prepaid expenses ................................................................... 2.5 33.0 - - 
Accrued income ..................................................................... 0.3 4.1 10.6 8.2 
Accounts receivable ............................................................... 5.2 67.8 47.1 36.8 
Restricted cash ....................................................................... 9.3 120.5 85.4 3.8 
Cash and cash equivalents ..................................................... 12.8 166.8 192.5 295.8 

Total assets ........................................................................ 948.3 12,337.9 12,582.1 10,573.8 
Non-current liabilities     
Borrowings ............................................................................ 148.0 1,924.9 7,628.5 6,273.1 
Tenant deposits ...................................................................... 6.7 86.8 86.7 63.9 
Current liabilities     
Trade and other payables ....................................................... 2.4 31.3 18.6 20.1 
Borrowings ............................................................................ 387.3 5,038.7 109.8 735.4 
Derivative financial instruments ............................................ - - 5.1 2.8 

Total liabilities (excluding net assets attributable to 
the investors) .................................................................. 544.3 7,081.7 7,848.7 7,095.4 

Total net assets and liabilities ............................................. 948.3 12,337.9 12,582.1 10,573.8 



 

 48  

 

 
As of or for the Year Ended 

December 31, 

 2012 2011 2010 
Operating Data:    
Number of properties ..........................................................   146 146 146 
Total GLA at year end (in millions of square feet) .............  19.8 19.5 19.2 
Total occupancy rate ...........................................................  88.2% 84.8% 81.5% 
Annualized Base Rent per leased square foot (in US$) ......  4.67 4.71 4.82 
NOI Margin ........................................................................  83% 84% 89% 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following management’s discussion and analysis of financial condition and results of operations 
should be read in conjunction with our Combined Financial Statements and the related notes included elsewhere in 
this offering memorandum.  The financial information included in the following discussion has been prepared in 
accordance with IFRS, which may differ from financial reporting standards adopted in other countries in a number 
of respects.  We have made no attempt to quantify the impact of those differences by a reconciliation of our 
Combined Financial Statements or other financial information in this offering memorandum to U.S. GAAP.  This 
offering memorandum contains forward-looking statements that reflect our plans, estimates and beliefs and involve 
risks, uncertainties and assumptions.  Our actual results could differ materially from those discussed in the forward-
looking statements.  Factors that could cause or contribute to these differences include, but are not limited to, those 
discussed below and elsewhere in this offering memorandum, particularly in “Forward-Looking Statements” and 
“Risk Factors.”  In addition to the other information in this offering memorandum, investors should consider 
carefully the following discussion and the information set forth under “Risk Factors” before evaluating us and our 
business. 

Overview 

We are a newly created Mexican real estate investment trust anchored by a large industrial portfolio and 
formed primarily to acquire, own, develop and manage real estate properties in Mexico.  The Underlying Properties 
making up our Initial Portfolio consist of attractive, strategically-located warehouses and other light manufacturing 
properties primarily in markets we believe to have strong underlying fundamentals throughout the central, Bajío and 
northern regions of Mexico.  We intend to be treated as a Mexican real estate investment trust (fideicomiso de bienes 
raíces or a “FIBRA”), for Mexican tax purposes commencing with our taxable year ending December 31, 2013.  
Our objective is to provide attractive risk-adjusted returns to holders of our CBFIs over the long term through stable 
dividends and capital appreciation.  We intend to achieve this objective through the performance of our selectively-
assembled portfolio of industrial and other complementary real estate assets, our access to premier institutional 
sponsorship and our management and corporate governance structure. 

Since 2003, PREI Latin America has acquired and developed the industrial properties that prior to or 
concurrently with the Global Offering will form our initial real estate portfolio.  See “Structure and Formation.”  
The Underlying Properties making up our Initial Portfolio consist of 146 real estate properties, including 132 
developed industrial facilities with a collective GLA of approximately 19.8 million square feet and 14 land reserve 
parcels.  As of December 31, 2012, we believe our 14 land reserve parcels can support, in the aggregate, 
approximately 7.5 million square feet of Buildable GLA.  As of December 31, 2012, the properties in our Initial 
Portfolio were approximately 88.2% occupied.  Our Initial Portfolio is well-diversified both geographically and by 
tenant.  The Underlying Properties are located throughout 25 cities in 16 states, primarily in northern and central 
Mexico and are distinguished by the quality of our tenants.  We believe our Initial Portfolio benefits from well-
staggered lease expirations, and a weighted average remaining lease term of 3.5 years as of December 31, 2012.  In 
addition, we believe the structure of our leases, substantially all of which provide for fixed rental payments in U.S. 
Dollars, further contributes to the stability of the cash flow provided by our Initial Portfolio.  As of December 31, 
2012, the developed properties of our Initial Portfolio had a US$4.67 average Annualized Base Rent per leased 
square foot. 

We are internally managed by highly qualified industry specialists and externally advised by an affiliate of 
PREI Latin America.  We have assembled an internal management team with significant real estate experience and 
an in-depth knowledge of our portfolio and the financial and capital markets, which is complemented by the 
strategic overview and asset management capabilities of our Advisor.  We intend to leverage our Advisor’s multi-
faceted institutional real estate platform and local expertise, as well as its deep knowledge of the industrial and other 
real estate sectors.  We believe that our Initial Portfolio’s land reserves and vacant properties present us with the 
opportunity for incremental cash flow generation.  We also believe that the fragmented industrial real estate sector in 
Mexico, combined with our access to capital and the scalability of our portfolio, will offer us opportunities to build 
on our leadership position and capitalize on the significant market opportunities within the Mexican industrial real 
estate sector.  While our Initial Portfolio will consist of industrial properties, we may in the future expand into other 
complementary real estate sectors. 
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Factors Influencing Our Results of Operations 

Rental Revenue.  Our revenue is derived primarily from rents we receive from leases with our tenants.  The 
amount of rental revenue generated by the Underlying Properties that will comprise our Initial Portfolio depends 
principally on our ability to maintain the occupancy rates of currently leased space and to lease currently available 
space and space that becomes available through lease terminations or through the expansion and development of 
properties.  The amount of rental revenue generated by us also depends on our ability to collect rents from tenants 
pursuant to their leases, as well as our ability to maintain or increase the rental rates of the Underlying Properties.  
Most of our leases are subject to inflation indexed adjustments or contractual rate increased in an amount of 1% to 
3% per year.  Positive or negative trends in our tenants’ businesses or in the geographic areas in which the 
Underlying Properties are located could also impact our rental revenue in future periods.  In addition, growth in 
rental income will also partially depend on our ability to expand the GLA of the Underlying Properties.  The 
substantial majority of our rental revenue is received in U.S. Dollars and is translated into Mexican Pesos using the 
average of the month-end exchange rates during the period and therefore fluctuations in the strength of the Peso also 
impact our rental revenue. 

Lease Expirations.  Our ability to re-lease property subject to expiring leases will impact our results of 
operations and is affected by economic and competitive conditions in our markets as well as the desirability of our 
individual properties.  As of December 31, 2012, leases associated with approximately 25.2% of our total leased 
GLA (26.6% of our Annualized Base Rent) are scheduled to expire during 2013 and leases associated with 
approximately 13.6% of our total leased GLA (13.3% of our Annualized Base Rent) are scheduled to expire during 
2014.  We believe that we face less risk related to the renewal of lease contracts as our Initial Portfolio is split 
between distribution and manufacturing properties.  This split provides us with a combination of diversification and 
stability.  Our mix of lease renewals and new lease agreements in any given year may affect our results of 
operations.  Because leasing fees incurred for the first time on a property are capitalized when incurred, whereas 
leasing fees associated with lease renewals are expensed when incurred, a higher percentage of lease renewals as 
compared to new lease agreements executed in a given year will lead to higher real estate expenses and taxes in such 
year. 

Market Conditions.  Positive or negative changes in conditions in the markets in which we operate will 
impact our overall performance.  Future economic downturns or regional downturns affecting such markets or 
downturns in the industrial real estate markets that impair our ability to renew or re-lease industrial property as well 
as the ability of our tenants to fulfill their lease commitments, as in the case of tenant defaults or bankruptcies, could 
adversely affect our ability to maintain or increase the rental rates of the Underlying Properties.  We initially 
recognize our industrial properties at acquisition cost, our borrowings at historical cost and then record them and our 
derivative financial instruments at each applicable reporting date at fair value.  Gains and losses that arise from the 
mark to market of our investment properties are recognized on the statement of comprehensive income as “net gain 
(loss) unrealized from fair value adjustment on investment properties.” See “—Critical Accounting Policies—
Estimation of Fair Value of Investment Properties.” The impact of fluctuations in exchange rates and interest rates 
on our financial debt is recorded on the statement of comprehensive income as “net gain (loss) unrealized from fair 
value on borrowings.” The impact of fluctuations in interest rates on our derivative instruments is recorded on the 
statement of comprehensive income as “net gain (loss) unrealized from fair value on derivative financial 
transactions.” 

Effect of Formation Transactions and Public FIBRA Status.  We have entered into an agreement with 
our Advisor pursuant to which we will pay fees to our Advisor, and the historical results of operations set forth 
below do not reflect the payment of any such fees.  Pursuant to the terms of the Advisory Agreement, our Advisor 
shall be entitled to an Advisory Fee (the “Advisory Fee”) and a Performance Fee.  See “—Obligations to Advisor.”  
Furthermore, we intend to use a portion of the proceeds of the Global Offering to repay certain existing indebtedness 
related to the Underlying Properties that we assumed in connection with our Formation Transactions.  See “Use of 
Proceeds.”  In addition, as a result of our Formation Transactions and our continued qualification as a FIBRA, we 
will incur expenses related to corporate governance, public reporting, and compliance with the various provisions of 
Mexican securities laws.  For the reasons described above, the results of operations set forth below may differ in part 
from the actual operating results of the Underlying Properties during the periods presented, and they may not 
necessarily be indicative of the results of operations that we expect to report in the future. 
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Impact of Currency Fluctuations.  We use the Mexican Peso as our reporting currency.  Because the 
majority of our ordinary course transactions, including our lease agreements, debt financings and property 
investments, however, are denominated in the U.S. Dollar, we use the U.S. Dollar as our functional currency. We 
convert expenses denominated in Mexican Pesos into U.S. Dollars based on the exchange rate in effect on the date 
of the relevant transaction.  Income and expense items are subsequently translated from U.S. Dollars into Mexican 
Pesos at the average exchange rate for the reporting period.  As a result, changes in the rate of exchange between the 
U.S. dollar and the Mexican Peso affect our results of operations.  For example, the appreciation of the Mexican 
Peso during 2011 based on average exchange rates had a negative impact on our rental revenue in Peso terms, while 
the depreciation of the Mexican Peso based on average exchange rates during the year ended December 31, 2012 
compared to 2011 had a positive effect on our rental revenues in Peso terms. 

The following table sets forth the average and period-end exchange rates for the periods presented in our 
Combined Financial Statements. 

 
Years Ended December 31, Average(1) Period- End 
2010 ................................................................................................... 12.64 12.36 
2011 ................................................................................................... 12.43 13.98 
2012 ................................................................................................... 13.17 13.01 
 

(1) Average of month-end rates 

We do not maintain hedge instruments to offset the effect of currency rate fluctuations, mainly because our 
exposure is mitigated by the fact that substantially all our revenue and expenses are denominated in U.S. Dollars.  
Assets and liabilities for each statement of financial position are translated at the closing rate at the date of such 
financial position.  The value of our monetary assets and liabilities are translated at period-end exchange rates.  
Income and expenses of comprehensive income are translated at monthly average exchange rates, unless this 
average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in 
which case income and expenses are translated at the dates of the transactions.  Foreign exchange gains and losses 
resulting from the translation are recognized on our income statement as currency translation differences. 

Results of Operations 

The following table sets forth certain financial information with respect to our results of operations for the 
periods indicated: 

 For the Year Ended December 31, 

 2012 2012 2011 2010 

 
(millions of US$) 

(unaudited) (millions of Ps.) 
Statement of Income Data:     

Rental revenue ...................................................................... 79.1 1,029.0 903.8 882.5 
Other operating income ......................................................... 6.4 83.7 89.9 67.9 
Net unrealized gain (loss) from fair value adjustment on 

investment properties ......................................................... 23.2 301.3 483.4 (177.7) 
Real estate expenses and taxes .............................................. (19.6) (254.7) (233.9) (167.7) 
Fees and other sundry expenses ............................................ (3.8) (49.8) (45.9) (28.7) 
Net unrealized gain (loss) on certain financial instruments ... 0.8 10.1 (35.6) 6.3 

Operating profit .................................................................. 86.1 1,119.6 1,161.7 582.6 

Finance cost—net .................................................................. (20.2) (262.5) (304.9) (333.9) 

Profit for the year ................................................................ 65.9 856.9 856.7 248.9 

Currency translation differences ........................................... (25.5) (331.7) 555.0 (174.0) 

Increase in net assets attributable to the investors ........... 40.4 525.2 1,411.8 74.8 
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Rental Revenue 

Our revenue has been derived primarily from rents we receive from leases with the tenants of our 
Underlying Properties.  Rental revenue from operating leases is recognized on a straight-line basis over the lease 
term. 

Other Operating Income 

Our other operating income is comprised of income from service charges paid by tenants in accordance 
with their lease agreements and other charges paid by tenants as a result of early termination of lease agreements.  
The most significant components of our service charge income are real estate expenses and taxes paid to us by our 
tenants.  Most of our leases are Triple Net Leases, under which the tenant pays all operating expenses and non-
operating expenses, including but not limited to property taxes, insurance, maintenance, security and other expenses.  
The real estate expenses and taxes paid by us are reflected in the line item “real estate expenses and taxes.”  Other 
operating income is recognized in the accounting period in which the services are rendered.  The following table sets 
forth the breakdown of our other operating income for the periods indicated: 

 For the Year Ended December 31, 

 2012 2011 2010 
 (millions of Ps.) 
  
Service charge income(1) ........................................................................  81.8 66.7 55.0 
Other operating income(2) ......................................................................  1.9 23.2 12.9 

Total ................................................................................................ 83.7 89.9 67.9 

 

(1) Represents real estate expenses and taxes, and other charges paid to us by our tenants. 
(2) Represents penalties paid by tenants to us under our lease agreements, reversion of provisions for cancelled accounts 

payable and allowance for doubtful accounts (invoices 120 days or more overdue), and other non-recurring income related 
to our operations. 

Net Unrealized Gain (Loss) from Fair Value Adjustment on Investment Properties 

Property that is held for long term rental yields, for capital appreciation or for both, and that is not occupied 
by the owner, is classified as investment property.  The industrial properties in our portfolio qualify as investment 
property and we account for them pursuant to IFRS 13, which establishes a fair value measurement framework.  Our 
investment property is measured initially at its acquisition cost, including related transaction costs, and is carried at 
fair value, which is determined by independent third party appraisers in accordance with international valuation 
standards. 

Net unrealized gain (loss) from fair value adjustment on investment property reflects, among other things, 
rental income from current leases, assumptions about rental income from future leases in light of current market 
conditions and expenses that could be expected in respect of our investment property.  Because our functional 
currency is the U.S. Dollar, we translate the relevant gain (loss) into Pesos at the average monthly exchange rate.  
Fluctuations in the exchange rate may result in the reporting of higher or lower gains or losses year over year.  
Investment property is derecognized either when it has been disposed of or when the investment property is 
permanently withdrawn from use and no future economic benefit is expected from its disposal.  When we dispose of 
a property at fair value in an arm’s length transaction, the carrying value immediately prior to the sale is adjusted to 
the transaction price, and the adjustment is recorded in the statement of comprehensive income within net gain (loss) 
from fair value adjustment on investment properties. 

Real Estate Expenses and Taxes 

Our real estate expenses and taxes are comprised of expenditures related to the maintenance, security and 
insurance of the Underlying Properties, as well as expenditures for utilities.  Although we are reimbursed for certain 
real estate expenses and taxes under our Triple Net Leases, such expenses are paid by us in respect of properties that 
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are not governed by Triple Net Leases as well as properties that are vacant.  Such expenses are also paid by us in 
situations where a tenant is delinquent in the payment of expenses under our Triple Net Leases. 

 For the Year Ended December 31, 

 2012 2011 2010 

 
All 

Properties 
Occupied 
Properties 

All 
Properties 

Occupied 
Properties 

All 
Properties 

Occupied 
Properties 

 (millions of Ps.) 
Repairs, maintenance and utilities fees(1) .....  109.3 92.7 83.1 63.1 72.2 39.4 
Real Estate and other taxes(1) .......................  41.1 38.1 42.4 37.5 36.3 29.9 
Property insurance(1) ....................................  12.7 10.9 16.9 13.9 8.6 5.9 
Partner leasing fees(2) ..................................  21.1 20.2 32.1 30.1 - - 
Property management fees ..........................  17.1 15.1 16.3 14.7 16.1 13.5 
Other fees and expenses(3) ...........................  53.4 46.1 43.1 17.6 34.5 21.1 

Total .....................................................  254.7 223.1 233.9 176.9 167.7 109.8 

 

(1) Expenses related to maintenance, insurance, property taxes, common area expenses and security expenses may be 
reimbursed by our tenants under certain lease agreements.  See “—Other Operating Income.”  For the year ended 
December 31, 2012, tenant improvements totaled Ps.55.1 million, of which we considered 78% non-recurring.  For the year 
ended December 31, 2011, tenant improvements totaled Ps.41.6 million, of which we considered 90% non-recurring. 

(2) Partner leasing fees incurred for the first time on a given property are capitalized when paid.  Subsequent partner leasing 
fees for such property are expensed when paid.  We consider these amounts to be non-recurring expenses. 

(3) Represents fees and expenses associated with fire safety, cleaning, security, industrial park fees, third party broker fees, 
allowance for doubtful accounts (invoices 120 days or more overdue), and other miscellaneous fees and expenses. 

 
Fees and Other Sundry Expenses 

These expenses correspond to our general and administrative expenses and are comprised of various 
advisory and professional fees, including administrative management fees, auditor fees, property appraisal fees, 
legal fees, and other administrative expenses and fees associated with the Underlying Properties and the 
management thereof.  The following table sets forth the breakdown of our general and administrative expenses for 
the periods indicated: 

 For the Year Ended December 31, 

 2012 2011 2010 
 (millions of Ps.) 
  
Legal fees .................................................................................................  5.8 5.1 6.6 
Accounting/audit fees ..............................................................................  13.5 11.5 2.4 
Trustee fees ..............................................................................................  3.0 2.0 2.9 
Other professional fees ............................................................................  18.3 17.4 14.7 
Other expenses(1) ......................................................................................  9.2 9.9 2.1 

Total ..................................................................................................  49.8 45.9 28.7 

 

(1) Represents non-recurring expenses associated with properties not acquired, penalties and interests in connection with tax 
payments, and other miscellaneous expenses. 

We expect that our annual administrative expenses will increase in 2013 due to an increase in legal, insurance, 
accounting and other expenses related to operating as a public company. 

Net Finance Cost 

Our net finance cost includes all costs related to our interest-bearing debt (including bank borrowings, 
commissions and borrowing acquisition costs) less finance income generated by interest income on bank accounts.   
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The following table sets forth the breakdown of our net finance cost for the periods indicated: 

 For the Year Ended December 31, 

 2012 2011 2010 
 (millions of Ps.) 
  
Interest income on bank accounts .............................................................  1.2 1.2 1.4 
Interest expense on bank borrowings ........................................................  (244.6) (280.0) (272.4) 
Borrowing acquisition costs ......................................................................  (17.7) (23.7) (61.9) 
Bank commissions ....................................................................................  (1.4) (2.4) (1.0) 

Total ................................................................................................... (262.5) (304.9) (333.9) 

 

After giving effect to the payment in full of the Cuautitlán Facility and the Citibank Facility and the partial 
payment of the JP Morgan Facility with the proceeds of the Global Offering as described under “Use of Proceeds,” 
our weighted average interest rate will be 3.7% (based on LIBOR rates as of December 31, 2012) and we will have 
the ability to draw up to US$403.4 million under our existing facilities. 

Comparison of Year Ended December 31, 2012 to Year Ended December 31, 2011 

Rental Revenue.  Rental revenue for the year ended December 31, 2012 increased Ps.125.2 million, or 13.8%, to 
Ps.1.0 billion, as compared to Ps.903.8 million for the year ended December 31, 2011.  This increase was primarily 
attributable to better terms in new rental agreements entered into 2012, predetermined contractual increases to 
Annualized Base Rent in certain existing rental agreements and the depreciation of the peso during this period on 
average.  Measured in U.S. Dollars, rental revenue for the period ended December 31, 2012 increased 7.7% as 
compared to the year ended December 31, 2011. 

Other Operating Income.  Other operating income for the year ended December 31, 2012 decreased Ps.6.2 million, 
or 6.9%, to Ps.83.7 million, as compared to Ps.89.9 million for the year ended December 31, 2011, primarily as a 
result of value added tax refund in 2011 and decreases in non-recurring operational revenue.  Measured in U.S. 
Dollars, other operating income for the period ended December 31, 2012 decreased 11.6% as compared to the year 
ended December 31, 2011. 

Net Unrealized Gain (Loss) from Fair Value Adjustment on Investment Properties.  The net unrealized gain resulting 
from fair value adjustment on investment properties for the year ended December 31, 2012 was Ps.301.3 million, 
compared with a net gain of Ps.483.4 million for the year ended December 31, 2011. This gain was primarily driven 
by an increase in occupancy rates from approximately 84.8 % as of December 31, 2011 to approximately 88.2 % as 
of December 31, 2012 and a corresponding increase in the fair market value of our properties.  Net unrealized gain 
does not reflect the effect of currency translation on the value of the investment properties, which resulted in a loss 
of Ps.851 million in 2012.  See note 7 to our financial statements.  Measured in U.S. Dollars the unrealized gain in 
2012 was less than in 2011, which was partially offset by the depreciation of the Peso over the period on average.   

Real Estate Expenses and Taxes.  Real estate expenses and taxes for the year ended December 31, 2012 increased 
Ps.20.8 million, or 8.9%, to Ps.254.7 million, as compared to Ps.233.9 million for the year ended December 31, 
2011.  This increase was primarily attributable to expenses related to the maintenance and refurbishment of vacant 
properties of Ps.21.0 million and an increase of Ps.4.4 million in fees paid to third-party brokers in connection with 
new and renewed leases.  Measured in U.S. Dollars as of the date of payment, real estate expenses and taxes for the 
period ended December 31, 2012 increased 3.0% as compared to the year ended December 31, 2011.   
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Fees and Other Sundry Expenses.  For the year ended December 31, 2012, our general and administrative expenses 
increased Ps.3.9 million, or 8.5%, to Ps.49.8, as compared to Ps.45.9 million for the year ended December 31, 2011.  
This increase reflects the increase in expenses for the appraisal of the Underlying Properties and auditing services.  
Measured in U.S. Dollars, general and administrative expenses for the period ended December 31, 2012 increased 
3.1% as compared to the year ended December 31, 2011. 

Operating Profit.  Operating profit for the year ended December 31, 2012 decreased Ps.42.2 million or 3.6%, to 
Ps.1.1 billion, as compared to an operating profit of Ps.1.2 billion for the year ended December 31, 2011.  This 
decrease is primarily a result of the higher gain associated with the mark to market of our investment properties in 
2011 than the gain registered in 2012. 

Finance Cost - Net.  Finance cost – net for the year ended December 31, 2012 decreased Ps.42.4 million, or 13.9%, 
to Ps.262.5 million, as compared to Ps.304.9 million for the year ended December 31, 2011.  This decrease was 
primarily attributable to a decrease in our interest expense due to lower outstanding indebtedness in 2012 related to 
certain extraordinary payments on the Citibank Facility and JP Morgan Facility and a refinancing of approximately 
US$40 million of indebtedness.  Excluding the effects of the appreciation of the Mexican Peso, finance cost for the 
period ended December 31, 2012 decreased 18.5% as compared to the year ended December 31, 2011. 

Currency Translation Differences.  Currency translation differences for the year ended December 31, 2012 
amounted to a loss of Ps.331.7 million, as compared to a gain of Ps.555.0 million for the year ended December 31, 
2011.  The loss in 2012 was mainly attributable to the appreciation of the Mexican Peso over the period such that the 
period end exchange rate was lower than the monthly average exchange rate.  As a result, the cumulative value of 
the dollar-denominated assets and liabilities in 2012  was Ps.331.7 million less in Peso terms when translated at the 
period end rate than at the exchange rate on the date of the capital contribution.   

Increase in net assets attributable to the investors.  Increase in net assets attributable to the investors for the year 
ended December 31, 2012 decreased Ps.886.6 million to Ps.525.4 million, as compared to Ps.1.4 billion for the year 
ended December 31, 2011.  This decrease mainly reflected set non-cash losses associated with the lower increase in 
the mark to market price of the Underlying Properties in 2012 and the effect that the strengthening of the peso had 
on the currency translation from our functional currency and our Mexican peso reporting currency. 

Comparison of Year Ended December 31, 2011 to Year Ended December 31, 2010 

Rental Revenue.  Rental revenue for the year ended December 31, 2011 increased Ps.21.3 million, or 2.4%, to 
Ps.903.8 million, as compared to Ps.882.5 million for the year ended December 31, 2010.  This increase was 
primarily attributable to better terms in new lease agreements executed in 2011 and the triggering of contractual 
increases in the Annualized Base Rents in certain of our existing lease agreements.  This increase in rental revenue 
was offset in part by the appreciation of the Mexican Peso against the U.S. Dollar during 2011 on average.  
Measured in U.S. Dollars, rental revenue for the period ended December 31, 2011 increased 4.0% as compared to 
the year ended December 31, 2010. 

Other Operating Income.  Other operating income for the year ended December 31, 2011 increased Ps.22.0 million, 
or 32.4%, to Ps.89.9 million, as compared to Ps.67.9 million for the year ended December 31, 2010, primarily as a 
result of increased service charges resulting from the new lease agreements executed in 2011.  Measured in U.S. 
Dollars, other operating income for the period ended December 31, 2011 increased 34% as compared to the year 
ended December 31, 2010. 

Net Unrealized Gain (Loss) from Fair Value Adjustment on Investment Properties.  Net unrealized gain from fair 
value adjustment on investment properties for the year ended December 31, 2011 was Ps.483.4 million.  This gain 
was primarily due to an increase in occupancy rates from approximately 81% at December 31, 2010 to 
approximately 85% at December 31, 2011 and an increase in the fair value of our properties increased as a result of 
the initial recovery of the Mexican real estate market after the financial crisis, partially offset by the appreciation of 
the Mexican Peso during the period on average.  Net unrealized gain does not reflect the effect of currency 
translation on the value of the investment properties, which resulted in a gain of Ps.1.4 billion in 2011. See note 7 to 
our financial statements. 
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Real Estate Expenses and Taxes.  Real estate expenses and taxes for the year ended December 31, 2011 increased 
Ps.66.1 million, or 39.4%, to Ps.233.9 million, as compared to Ps.167.7 million for the year ended December 31, 
2010.  This increase was primarily attributable to increases in leasing fees paid by us to Local Property Managers or 
to third-party brokers in connection with the increased rate of lease renewals related to the Underlying Properties as 
compared to 2010.  Expenses associated with the maintenance and refurbishment of the Underlying Properties also 
increased in 2011.  Measured in U.S. Dollars as of the date of payment, real estate expenses and taxes for the period 
ended December 31, 2011 increased 41% as compared to the year ended December 31, 2010. 

Fees and Other Sundry Expenses.  For the year ended December 31, 2011, our general and administrative expenses 
increased Ps.17.3 million, or 60.2%, to Ps.45.9 million, as compared to Ps.28.7 million for the year ended December 
31, 2010.  This increase primarily reflected higher fees charged to us for property appraisals and auditing services 
and a non-recurring cost related to an analysis of recoverability of certain properties, each undertaken in connection 
with our preparation for the Global Offering.  Measured in U.S. Dollars, general and administrative expenses for the 
period ended December 31, 2011 increased 37% as compared to the year ended December 31, 2010. 

Operating Profit.  Operating profit for the year ended December 31, 2011 increased Ps.579.9 million or 99.4%, to 
Ps.1.2 billion, as compared to an operating profit of Ps.582.7 million for the year ended December 31, 2010.  This 
increase was primarily a result of gains associated with the fair value of the Underlying Properties, as well as better 
terms in the lease agreements executed in 2011 as compared to 2010. 

Finance Cost - Net.  Finance cost – net for the year ended December 31, 2011 decreased Ps.29.0 million, or 8.7%, to 
Ps.304.9 million, as compared to Ps.333.9 million for the year ended December 31, 2010.  This decrease was 
primarily attributable to financing expenses we incurred in 2010 in connection with the amendment of our Citibank 
Facility, as well as a decrease in the LIBOR rate.  Excluding the effects of appreciation, finance cost for the period 
ended December 31, 2011 decreased 8% as compared to the year ended December 31, 2010. 

Currency Translation Differences.  Currency translation differences for the year ended December 31, 2011 
amounted to a gain of Ps.555.0 million, as compared to a loss of Ps.174.0 million for the year ended December 31, 
2010.  The gain in 2011 was mainly attributable to the depreciation of the Mexican Peso over the period such that 
the period end exchange rate was higher than the monthly average exchange rate.  As a result, the cumulative value 
of the dollar-denominated assets and liabilities in 2011  was Ps.555.0 million greater in Peso terms when translated 
at the period end rate than at the exchange rate on the date of the capital contribution.   

Increase in net assets attributable to the investors.  Increase in net assets attributable to the investors for the year 
ended December 31, 2011 increased Ps.1.3 billion to Ps.1.4 billion, as compared to Ps.74.8 million for the year 
ended December 31, 2010.  This increase mainly reflected gains associated with the fair value of the Underlying 
Properties and the effect of currency translation to Mexican Pesos, which was partially offset by higher taxes. 

Liquidity and Capital Resources 

We have historically financed our operations mainly with internally generated funds, capital contributions 
and bank borrowings. 

 
Year ended December 31, 

 2012 2011 2010 
 (millions of Ps.) 
    
Net cash generated from operating activities ......................................................... 493.6 369.7 370.6 
Net cash used in investing activities ......................................................................  (262.0) (160.2) (307.5) 
Net cash flows used in financing activities ............................................................ (241.0) (343.9) (54.9) 
Net (decrease)/increase in cash and cash equivalents ............................................ (9.5) (134.4) 8.2 
Exchange effects on cash and cash equivalents ..................................................... (16.2) 31.1 (9.8) 

 
Our short term liquidity requirements will consist primarily of funds to pay our debt service, dividend 

payments to the holders of our CBFIs, development costs in respect of our existing land reserves and certain 
operating expenses and other expenditures directly associated with our Initial Portfolio, including the fees payable 
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under the Advisory Agreement and any anticipated or unanticipated capital expenditures.  We intend to satisfy our 
short term liquidity requirements through cash provided by our operations, the Global Offering and our various 
credit facilities. 

Our long term liquidity requirements will consist primarily of funds to pay for property acquisitions, 
development projects, renovations, expansions and other non-recurring capital expenditures that need to be made 
periodically.  We intend to satisfy our long term liquidity requirements through various sources of capital, including 
cash flows from operations, borrowings under our various credit facilities, incurrence of additional debt, issuance of 
additional equity and utilizing our current cash balance. 

Capital Expenditures 

Expenses that result in an increase in the value of the investment properties or in future cash flows are 
treated as capital expenditures. 

As of December 31, 2012 we made aggregate capital expenditures of approximately Ps.262 million in 
2012, primarily for improvements on our existing investment properties, and had committed to make capital 
expenditures of approximately Ps.260 million in 2013, primarily related to tenant improvements and four expansion 
projects for existing tenants.  We expect to make additional capital expenditures in 2013 in connection with the 
repositioning of properties, tenant improvements and development projects, including approximately Ps.101 million 
in tenant improvements for current projects and approximately Ps.721 million for development. 

During 2011, we made aggregate capital expenditures of Ps.160.2 million, including Ps.57.4 million in 
connection with the development of additional investment property, as well Ps.102.8 million in connection with 
improvements on our existing investment properties. 

During 2010, we made aggregate capital expenditures of Ps.307.4 million, all in connection with 
improvements on our existing investment properties. 

Contractual Obligations and Commitments 

As a result of our Formation Transactions, the debt guaranteed by the Underlying Properties has been 
consolidated with ours and is reflected in our Combined Financial Statements.  As of December 31, 2012, our 
Underlying Properties’ financial debt totaled Ps.7.0 billion.  We owe Ps.4.8 billion under a secured credit facility in 
which Citibank, N.A. is the lead bank (the “Citibank Facility”), scheduled to mature on December 31, 2013.  In 
addition, we have Ps.1.6 billion outstanding under a five-year term secured loan agreement with JP Morgan that is 
scheduled to mature on December 1, 2015 (the “JP Morgan Facility”).  We also have two outstanding loan 
agreements with Banco Mercantil del Norte, S.A., Institución de Banca Múltiple: one that has an outstanding 
principal amount of Ps.477.1 million, maturing in 2016 (the “1487 Facility”) and one with an outstanding principal 
amount of Ps.137.8 million, maturing in 2013 (the “Cuautitlán Facility”).  As of the date of this offering 
memorandum, we were in compliance with all of our covenants under our various credit facilities.   

We intend to use a portion of the proceeds of the Global Offering to repay certain of our existing 
indebtedness.  We intend to repay the Citibank Facility and Cuautitlán Facility in their entirety, as well as make a 
significant payment on the JPMorgan Facility.  See “Use of Proceeds.”  In addition, we have entered into a US$500 
million syndicated revolving credit facility with Citibank, Bancomext, Banorte, Goldman, Sachs & Co., HSBC and 
BBVA, which will fund our growth strategy through acquisitions and development (the “Revolving Facility”), and 
for general corporate purposes.  We expect to draw down on the Revolving Facility simultaneously with the 
consummation of our Formation Transactions and the Global Offering.  We estimate our aggregate principal and 
interest payments on our outstanding indebtedness starting upon the date of the as of the completion of the Global 
Offering will be approximately US$14.9 million in 2013. 

 



 

 58  

The table below summarizes information regarding our material contractual obligations as of December 31, 
2012. 

 Payments Due By Period 

Contractual Obligations(1) Total 
Less than 

1 year 1 - 3 years 3 - 5 years 
More than 

5 years 

 (millions of Ps.) 

Borrowings .....................................................  6,963.6 5,038.7 1,522.5 402.4 - 

Total ...............................................................  6,963.6 5,038.7 1,522.5 402.4 - 

 

(1) Does not include obligations payable to our Advisor pursuant to the Advisory Agreement. 

In connection with the Formation Transactions, we have entered into a three-year property management 
agreement with one of our Local Property Managers, which is terminable by us upon payment of the value of the 
contract.  In addition, such Local Property Manager may be entitled to incentive fee compensation based upon 
Terrafina’s ongoing performance. 

Obligations to Lenders 

We believe that cash generated from operations, together with amounts available under our various credit 
facilities and the funds raised from the Global Offering will be sufficient to permit us to meet our debt service 
obligations, ongoing cost of operations, working capital needs, tax result distribution requirements and capital 
expenditure requirements for at least the next 12 months.  Our future financial and operating performance, ability to 
service or refinance our debt and ability to comply with the covenants and restrictions contained in our various 
credit facilities will be subject to future economic conditions and to financial, business and other factors, many of 
which are beyond our control.  See “Risk Factors” and “Forward-Looking Statements.” 

JP Morgan Facility 

Certain of our subsidiary trusts have entered into a US$160 million credit agreement with Banco Mercantil 
del Norte S.A., Institución de Banca Múltiple, Grupo Financiero Banorte and JP Morgan Chase Bank, National 
Association, which proceeds are used, among other things, to finance, refinance, acquire, develop, construct and 
lease industrial properties. The JP Morgan Facility has monthly amortizations, has an interest rate of one month 
LIBOR plus 3.124% per annum and matures on December 1, 2015.  As security for the payment obligations under 
JP Morgan Facility, we have granted the lenders under the facility both a mortgage on certain properties and a lien 
on the cash flows derived from the leases related to such properties.  The JP Morgan Facility is governed by the laws 
of the state of Texas. 

 
We are subject to certain affirmative covenants under the JP Morgan Facility, including (i) reporting of 

financial information; (ii) maintenance of corporate existence, appropriate insurance, required reserves and interest 
rate hedging  and (iii) compliance with and payment of obligations.  In addition, we are subject to certain negative 
covenants that restrict our ability to, among other matters and subject to certain exceptions, incur additional 
indebtedness, create additional liens, change our corporate structure through fundamental changes, make restricted 
payments, amend certain material contracts, enter into speculative derivative transactions or form any new 
subsidiary. We are also subject to certain financial covenants pursuant to which we must maintain at all times an 
historical cash flow coverage ratio of at least 1.15 to 1.00; an actual cash flow coverage ratio of at least 1.05 to 1.00, 
a dividend to adjusted cash flow ratio of at least 1.00 to 1.00; a non-automotive cash flow coverage ratio of at least 
0.70 to 1.00 and a leverage ratio of 75%, in addition to a minimum net worth of U.S.100 million. 

The JP Morgan Facility contains, among others, the following events of default: (i) non-payment; (ii) false 
representations; (iii) failure to comply with covenants or FIBRA obligations; (iv) cross-default to any other material 
loan; (v) any bankruptcy or insolvency event; (vi) judgments for more than US$2 million; (vii) the occurrence of an 
ERISA event that could have a material adverse effect; or (ix) change of control. 
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1487 Facility 

Certain of our subsidiary trusts entered into a US$43.8 million credit agreement dated May 2, 2011 with 
Banco Mercantil del Norte, S.A., Institución de Bance Múltiple, Grupo Financiero Banorte, as lender, with the 
participation of México Real Estate Investments L.P and PLA IGS Company LLC, as guarantor, which was 
subsequently amended as of December 24, 2012 and  which proceeds have been used to, among other things, repay 
in full certain indebtedness of the subsidiary trusts. The 1487 Facility has monthly amortizations with accrued 
interest at one month LIBOR plus 3.3% per annum and a May 2, 2016 maturity date.  Default interest accrues on a 
daily basis at twice the applicable interest rate.  The obligations under the 1487 Facility have been guaranteed by an 
irrevocable trust with rights to repurchase the property of the co-borrowers, certain trustor-trustee rights in respect 
the co-borrowers and the cash flow generated by certain of our lease agreements.  The 1487 Facility is governed by 
the laws of México. 

 
We are subject to certain affirmative covenants under the 1487 Facility including among other things 

certain reporting, appraisal and maintenance obligations, including in respect of the subsidiary trusts, reserves, 
insurance policies, permits, and accounting records. We are also subject to certain financial obligations including 
maintenance of a debt service coverage ratio, a leverage ratio, contribution of receivables of new lease agreements; 
certain interest rate caps.  In addition, we are subject to certain negative covenants that restrict our ability to, among 
other matters and subject to certain exceptions, assume new liabilities, create additional liens, change our corporate 
structure, including mergers, acquisition and dissolutions; change our business; dispose of certain assets; guarantee 
third party obligations; amend lease agreements; make investments, enter into transactions with related parties, 
amend the trust agreements of the co-borrowers or make certain restricted payments. 

The 1487 Facility contains, among others, the following events of default: (i) non-payment; (ii) false 
representations; (iii) failure to comply with covenants; (iv) bankruptcy or insolvency events; (v) creation of non-
permitted liens; (vi) assumption of non-permitted liabilities or (vii) disposition of certain assets owned by the trust. 

Revolving Facility 

We have entered into a US$500 million syndicated revolving credit facility with Citibank, Bancomext, 
Goldman Sachs & Co., HSBC, Banorte and BBVA, with Banco Nacional de México, S.A., member of the Grupo 
Financiero Banamex, as administrative agent, and Banco Nacional de México S.A., member of the Grupo 
Financiero Banamex as guarantee agent in Mexico and in New York.  The proceeds of this facility are intended for 
general corporate purposes, the acquisition of assets, the development and renovation of our industrial properties, 
new investments, the servicing of certain debt and the payment of costs and expenses related to the Global Offering.  
The Revolving Facility will become effective simultaneously with the closing of the Global Offering and will 
mature on April 25, 2016, with a single amortization of principal at maturity.  The obligations under the Revolving 
Facility are secured by a guarantee trust of certain of our Underlying Properties and the cash flows derived from 
such properties as well as a pledge agreement over certain rights of the trustees of the property trusts.  The 
Revolving Facility is governed by the laws of the state of New York. 

The Revolving Facility allows for a Eurodollar interest rate equal to three-month LIBOR plus a margin of 
3.5%.  The Revolving Facility also specifies a base interest rate applicable only when LIBOR is unavailable, the 
Eurodollar interest rate does not cover lenders’ cost of funds and after and during a continuance of an event of 
default. 

We are subject to certain affirmative covenants under the Revolving Facility, including (i) reporting of 
financial information; (ii) maintenance of corporate existence, appropriate insurance, required reserves and interest 
rate hedging, (iii) fulfillment and payment of obligations, (iv) transacting arms-length arrangements with affiliates, 
(v) compliance with leases and (vi) maintenance of our FIBRA status.  In addition, we have assumed certain 
negative covenants that restrict our ability to, among other matters and subject to certain exceptions, incur additional 
indebtedness, create additional liens, make investments or restricted payments, engage in speculative hedging or 
experience a change of control or of management. We have also assumed certain financial covenants pursuant to 
which we must maintain at all times a minimum tangible net worth, debt service coverage ratio of at least 1.60 to 
1.00 and a fixed service coverage ratio of at least 1.70 to 1.00, as well as not to exceed a leverage ratio of 60%. 
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The Revolving Facility contains, among others, the following events of default: (i) non-payment; (ii) false 
representations; (iii) failure to comply with covenants; (iv) cross-default to any other material loan; (v) bankruptcy 
or insolvency events; (vi) failure of any security to be valid and perfected; (vii) failure to maintain or replace a 
required hedge or (viii) occurrence of an ERISA event resulting in a plan insufficiency.  

Obligations to Advisor 

Pursuant to the terms of the Advisory Agreement, our Advisor shall be entitled to the Advisory Fee and 
Performance Fee, which is prorated based on the number of days in the year in which the Advisor has acted as 
Advisor.   

The Advisory Fee shall be an annual fee payable on a quarterly basis and equal to (a) 0.5% of our Gross 
Asset Cost, as adjusted for inflation, plus (b) the applicable value added tax.  

Our Advisor is also entitled to a performance fee (the "Performance Fee") payable in CBFIs and calculated 
based upon cumulative returns to holders through dividends and growth in market capitalization over a 9% growth 
per year hurdle rate.   

The Performance Fee shall be calculated as of the close of trading on each anniversary of our initial trading 
date on the BMV according to the following formula: 

   [10% x (A + B - C)] - D 

A = our market capitalization 

B = the aggregate amount of all distributions made to holders of our CBFIs increased by 9% per annum 
from each distribution’s respective payment date   

C = the aggregate issue price of all issuances of our CBFIs, minus the aggregate value of all repurchases of 
our CBFIs, in each case increased by  9% per annum from their respective issuance or repurchase date, 
as applicable  

D = all previously paid Performance Fees. 

For the purpose of the calculation of the Performance Fee, market capitalization, in respect of any 
performance period, is the product of (i) the number of outstanding CBFIs at the close of trading on each 
anniversary of our initial trading date on the BMV and (ii) the average closing price per CBFI during the sixty days 
prior to and including the calculation date.  In no event will the Performance Fee be less than zero.   

Subject to the prior written authorization of the Ordinary Holders Meeting, the Performance Fee will be 
paid directly to the Advisor (or to any of its subsidiaries or affiliates) in the form of CBFIs valued at the average 
closing price for our CBFIs during the period in respect of which the Performance Fee is paid.  All CBFIs issued as 
payment of the Performance Fee will be subject to a six month lock-up period.  In the event the Ordinary Holders 
Meeting does not approve payment of the Performance Fee in CBFIs, we must pay the Performance Fee to the 
Advisor (or to any of its subsidiaries or affiliates) in cash. 

Mexican Tax Law Requirement 

We intend to be taxed as a FIBRA under Article 223 and 224 of the Mexican Income Tax Law for the fiscal 
year ending on December 31, 2013, and then each year thereafter on commencing with January 1 and ending with 
December 31.  The Mexican Income Tax Law requires that a FIBRA distribute annually at least 95% of the taxable 
result of the immediately preceding fiscal year.  In accordance with the Mexican Income Tax Law, our tax result for 
a given year is calculated by reducing the taxable income by deductions permitted under the Mexican Income Tax 
Law.  For more information, see “Taxation—Certain Mexican Federal Income Tax Considerations.”  To satisfy the 
requirements to qualify as a FIBRA, we intend to pay annual distributions in an amount equal to at least 95% of our 
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tax result to holders of our CBFIs.  The Mexican Income Tax Law expressly provides that when the tax result of a 
fiscal year is greater than the amounts effectively distributed by the FIBRA to the holders of our CBFIs on or before 
March 15 of the immediately succeeding fiscal year, the FIBRA is required to pay taxes for the difference at a rate 
of 30% on behalf of the holders of our CBFIs and such taxes paid by the FIBRA may be credited by the holders of 
CBFIs to the extent such taxes are accruable to such holders, without there being a withholding obligation by the 
FIBRA with respect to such difference paid. 

Quantitative and Qualitative Disclosures about Market Risk 

Market risk is the exposure to an adverse change in the value of financial instruments caused by interest 
rate changes, foreign currency fluctuations and inflation.  The following quantitative and qualitative information is 
provided with respect to financial instruments to which we are a party as of December 31, 2011, and from which we 
may incur future gains or losses.  This discussion contains forward-looking statements that are subject to risks and 
uncertainties. 

Risk management is carried out by our Advisor, under policies developed by PREI.  The Advisor identifies, 
evaluates and hedges financial risks in cooperation with accounting firms and Local Property Managers. 

Price Risk 

We are exposed to property price and market rental risks.  We use local knowledge and experience, 
including that of our Local Property Managers, in order to minimize these risks. 

Cash flow and fair value interest rate risk 

As we have no significant interest-bearing assets, our income and operating cash flows are substantially 
unaffected by fluctuations in market interest rates except for items related to our borrowings.  Our interest rate risk 
arises from long term borrowings.  See “—Interest Rate Risk.” 

Credit risk 

We have no significant concentrations of credit risk.  We have policies in place to ensure that rental 
contracts are made with quality customers who have an appropriate credit history.  Cash transactions are limited to 
high-credit-quality financial institutions.  We aim to limit the amount of credit exposure to any financial institution. 

Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents, the availability 
of funding through an adequate amount of committed credit facilities and the ability to close market positions.  Due 
to the dynamic nature of the underlying businesses, we aim to maintain flexibility in funding by keeping sufficient 
committed credit lines available. 

Financial risk 

In the normal course of business, we enter into loan agreements with certain lenders to finance our real 
estate investment transactions.  Given that our Advisor’s is a subsidiary of PREI, which has significant exposure to 
sources of financing, we believe the probability of a lenders’ decision to provide credit and/or refinancing before 
maturity is considerably enhanced. 

Unfavorable economic conditions could increase our related borrowing costs, limit our access to the capital 
markets or financing and prevent us from obtaining credit.  There is no guarantee that our borrowing arrangements 
or ability to obtain leverage will continue to be available, or if available, will be available on terms and conditions 
that are acceptable to us.  As of December 31, 2012, we had no outstanding matured loans. 
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A decline in the market value of our assets may also have particular adverse consequences in instances 
where we borrowed money based on the market value of certain assets.  A decrease in market value of such assets 
may result in a lender requiring us to post additional collateral or the repayment of their loans. 

Interest Rate Risk 

Many factors, including governmental monetary and tax policies, domestic and international economic and 
political considerations and other factors that are beyond our control contribute to interest rate risk. 

Our interest rate risk arises primarily from variable rate interest-bearing financial liabilities.  We manage 
our interest rate exposure by entering into interest rate caps and swaps. 

The following table summarizes our swap and cap transactions as of December 31, 2012. 

As of December 31, 2012 

 Bank 
Notional Amount 

(Ps.) Strike Price 
Fair Market 
Value (Ps.) Maturity Date 

Cap JP Morgan 1,561,264,040 3.00%  984,383 December 1, 2015 
Cap Citi 4,848,241,880 2.00%  - March 1, 2013 
Cap Banorte 477,062,075 3.00%  548,467 May 2, 2016 

 
Foreign Currency Risk 

The majority of our ordinary course transactions, including 91.0% of our rental revenue under our lease 
agreements and all of our debt financings and property investments as of December 31, 2012 are denominated in 
U.S. Dollars.  Substantially all of our expenses, other than our taxes, are also denominated in U.S. Dollars.  As a 
result, we do not maintain hedge instruments to offset the effect of currency rate fluctuations because we generally 
expect our revenues and expenses denominated in U.S. Dollar to match.  Variations in our results of operations 
related to currency fluctuations are generally attributable to non-cash items and do not have a material effect on our 
operations or liquidity. 

Inflation 

Most of our leases contain provisions designed to mitigate the adverse impact of inflation.  These 
provisions generally increase Annualized Base Rents during the terms of the leases either at fixed rates or indexed 
escalations (based on the Mexican Consumer Price Index or other measures).  As of December 31, 2012, 
approximately 27.2% of our leases, representing approximately 31.9% of Annualized Base Rents, did not contain 
indexed escalation provisions; we may be adversely impacted by inflation with respect to such leases.  In addition, 
most of our leases are Triple Net Leases, which may reduce our exposure to increases in costs and operating 
expenses resulting from inflation, assuming the Underlying Properties remain leased and tenants fulfill their 
obligations to assume responsibility for such expenses. 

Critical Accounting Policies 

The preparation of financial statements in conformity with IFRS requires that management make 
significant estimates and assumptions that affect the assets, liabilities, revenues and expenses, and other related 
amounts during the periods covered by the financial statements.  Management routinely makes judgments and 
estimates about the effect of matters that are inherently uncertain.  As the number of variables and assumptions 
affecting the future resolution of the uncertainties increases, these judgments become more subjective and complex.  
We have identified the following accounting policies as the most important to the portrayal of our current financial 
condition and results of operations. 

Revenue Recognition 

Our principal sources of revenue are derived from rental income, service charges and management charges 
from properties. 
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Rental income from operating leases is recognized on a straight-line basis over the lease term.  When 
incentives to tenants are provided, the cost of incentives is recognized on a straight-line basis over the lease term as 
a reduction of rental income.  Service and management charges are recognized in the accounting period in which the 
services are rendered. 

Estimation of Fair Value of Investment Properties 

The best evidence of fair value is current prices in an active market for similar investment properties.  We 
determine the fair value of investment properties based on appraisal reports prepared by third party independent real 
estate appraisers in accordance with international valuation standards on the basis of comparable prices in the local 
market or of net cash inflows discounted to present value using a discounted cash flow method.  The valuations are 
made on the basis of estimated future cash flows supported by the term of existing leases or other contracts and 
current market rents of similar properties in similar locations and conditions, related property operating expenses 
and discount rates that reflect market assessments of the uncertainty in the amount and timing of the cash flows. 

The estimate of fair value is based on the conventional approaches to value, all of which require the 
exercise of subjective judgment.  The three approaches are:  (1) current cost of reproducing the real estate less 
deterioration and functional and economic obsolescence; (2) discounting a series of income streams and reversion at 
a specific yield or by directly capitalizing a single year income estimate by an appropriate factor; and (3) value 
indicated by recent sales of comparable real estate in the market.  Key inputs and assumptions include rental income 
and expense amounts, related rental income and expense rates, discount rates and capitalization rates.  In the 
reconciliation of these three approaches, the independent appraiser uses one or a combination of them to come up 
with the approximated value for the type of real estate in the market. 

In general, the inputs used in the appraisal process are unobservable; therefore unless indicated otherwise, 
real estate investments are classified as level 3 under guidance for fair value measurements hierarchy. 

Many factors can affect our estimates of the fair value measurement of investment properties, including 
modifications of the discount rate or the market rent growth rate. 

Derivative Financial Instruments 

We conduct interest rate swap and credit limit (capped) transactions with key non-related financial entities.  
to reduce the effect of interest rate fluctuations or the risks posed by interests rate on expenses for interest related to 
certain property investments subject to variable interest rates. 

Fair value of borrowings 

The fair value of borrowings is determined by using valuation techniques.  We use our judgment to select a 
variety of methods and make assumptions that are mainly based on market conditions existing at the end of each 
reporting period. 

The estimated fair value is based on the amount which we would pay to transfer the debt at the reporting 
date taking into consideration the effect of nonperformance risk, including our own credit risk.  The fair value of 
debt is determined using the discounted cash flow method, which applies certain key assumptions including the 
contractual terms of the contract, market interest rates, interest spreads, credit risk, liquidity and other factors. 
Different assumptions or changes in future market conditions could significantly affect estimated fair value. 

The estimated fair value of borrowings is based upon their indicated market prices or the interest rates that 
we believe are available to it for loans with similar terms and remaining maturities as of the applicable valuation 
date. 

Many factors can affect our estimates of the fair value measurement of investment properties, including 
modifications of the discount rate. 
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Recently Issued Accounting Pronouncements 

The following new and amended standards and interpretations have been issued and are mandatory for the 
Entities’ accounting periods beginning on or after January 1, 2013 or later periods and are expected to be relevant: 

Standard/Interpretation Content 
Applicable for financial years 

beginning on/after 

IAS 1 Presentation of items in other comprehensive income July 1, 2012 

IAS 12 (revised 2010) Income taxes January 1, 2012 

IAS 27 (revised 2011) Separate financial statements January 1, 2013 

IFRS 9 Financial instruments – Classification and measurement January 1, 2015 

IFRS 10 Consolidated financial statements January 1, 2013 

IFRS 11 Joint arrangements January 1, 2013 

IFRS 12 Disclosure of interests in other entities January 1, 2013 
 
Amendment to IAS 1, “Presentation of items of other comprehensive income” 

In June 2011, the IASB issued ‘Presentation of items of other comprehensive income’ (amendments to 
IAS 1).  The amendments improved the consistency and clarity of the presentation of items of other comprehensive 
income (“OCI”).  The amendments also highlighted the importance that the IASB places on presenting profit or loss 
and OCI together and with equal prominence.  The amendments issued in June 2011 retain the requirement to 
present profit and loss and OCI together, but focus on improving how items of OCI are presented.  The main change 
resulting from the amendments was a requirement for entities to group items presented in OCI on the basis of 
whether they are potentially reclassifiable to profit or loss subsequently (reclassification adjustments).  The 
amendments did not address which items are presented in OCI.  We have  assessed the impact of the IAS 1 
amendments and adopted the amendments to IAS 1 from July 1, 2012 to our financial statements for the year ended 
December 31, 2012. 

Amendment to IAS 12, “Income taxes” 

 This amendment, issued in December 2010, provides an exception to the main principles in IAS 12 for 
investment property measured using the fair value model contained in IAS 40 “Investment Property.”  The exception 
also applies to investment property acquired in a business combination if, after the business combination, the 
acquiring entity applies the fair value model contained in IAS 40.  The modification incorporates the presumption 
that investment properties valued at fair value are realized through sale and, therefore, the tax rate for sale 
transactions should be applied to the temporary differences arising from them.  Early adoption is permitted. This 
amendment did not have a significant impact in Mexico due to the lack of difference in the tax rates at issue. 

IAS 27 (revised 2011), “Separate financial statements” 

IAS 27 (revised 2011) includes the provisions on separate financial statements that are left after the control 
provisions of IAS 27 have been included in the new IFRS 10.  We have yet to assess the full impact. 

IFRS 9, “Financial instruments - Classification and measurement” 

IFRS 9 addresses the classification, measurement and recognition of financial assets and financial 
liabilities.  IFRS 9 was issued in November 2009 and October 2010.  It replaces the parts of IAS 39 that relate to the 
classification and measurement of financial instruments.  IFRS 9 requires financial assets to be classified into two 
measurement categories: those measured at fair value and those measured at amortized cost.  The determination is 
made at initial recognition.  The classification depends on the entity’s business model for managing its financial 
instruments and the contractual cash flow characteristics of the instrument.  For financial liabilities, the standard 
retains most of the IAS 39 requirements.  The main change is that, if the fair value option is taken for financial 
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liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other comprehensive 
income rather than the income statement, unless this creates an accounting mismatch. 

The standards also result in one impairment method replacing the numerous impairment methods in IAS 39 
that arise from the different classification categories.  We have yet to assess IFRS 9’s full impact and intend to adopt 
IFRS 9 no later than the accounting period beginning on January 1, 2015. 

IFRS 10, “Consolidated financial statements” 

IFRS 10 builds on existing principles by identifying the concept of control as the determining factor in 
whether an entity should be included within the consolidated financial statements of the parent company.  The 
standard provides additional guidance to assist in the determination of control where this is difficult to assess.  We 
have yet to assess IFRS 10’s full impact and intend to adopt IFRS 10 no later than the accounting period beginning 
on January 1, 2013. 

Amendment IFRS 10 Consolidated Financial Statements is the IASB’s most recent pronouncement on 
consolidated financial statements and introduces an exception to consolidation for entities whose only business 
purpose is to make investments for capital appreciation, investment income, or both, and who evaluate the 
performance of those investments on a fair value basis (or “Investment Entities”). The Investment Entities 
amendments provide an exception from the requirements of consolidation and instead require Investment Entities to 
present their investments in subsidiaries as a net investment that is measured at fair value. The exception means that 
investment entities will be able to measure all of their investments at fair value under IFRS. 

IFRS 11, “Joint arrangements” 

IFRS 11 includes the disclosure requirements for all forms of joint arrangements, in which two or more 
parties have joint control.  We have yet to assess IFRS 11’s full impact and intend to adopt IFRS 11 no later than the 
accounting period beginning on January 1, 2013. 

IFRS 12, “Disclosure of interests in other entities” 

IFRS 12 includes the disclosure requirements for all forms of interests in other entities, including joint 
arrangements, associates, special purpose vehicles and other off statement of financial position vehicles.  We have 
yet to assess IFRS 12’s full impact and intend to adopt IFRS 12 no later than the accounting period beginning on 
January 1, 2013.  
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INDUSTRY OVERVIEW 

Economic Overview of Mexico 

Over the past two decades, Mexico has implemented multiple reforms intended to open the Mexican economy 
to foreign trade and investment.  Mexico participates in 12 free trade agreements with 44 countries, making it one of 
the countries with the most such agreements worldwide.  In addition, the Mexican economy has experienced 
positive and stable macroeconomic trends, including GDP growth, controlled inflation and increased exports. 

Mexico’s GDP has grown at an average rate of 3.1% per year since the 1995 Mexican currency and banking 
crisis, making it the second-largest economy in Latin America.  However, the global financial crisis had a significant 
impact on economic conditions in Mexico.  According to INEGI, Mexican GDP grew 1.2% in 2008, fell 6.3% in 
2009, grew again 5.6% in 2010 and continued the growth trend in 2011 and 2012 at a rate of 3.9% for both periods 
in real terms.  For 2013, the International Monetary Fund estimates Mexico to grow by 3.5%, a rate considerably 
above that of economies such as the U.S. (2.0%), South Africa (2.8%) and the United Kingdom (1.0%), among 
others. 

GDP growth has been accompanied by relatively stable inflation levels managed by Banco de México, whose 
primary mandate is to control price increases.  For the past four years, annual inflation has remained below 4.5%.  

Country Inflation 

 2008 2009 2010 2011 2012 

Mexico 6.5% 3.6% 4.4% 3.8% 3.6% 

Indonesia 10.2% 4.5% 5.1% 5.4% 4.3% 

Brazil 5.7% 4.9% 5.0% 6.6% 5.4% 

Turkey 10.4% 6.3% 8.6% 6.5% 9.0% 

 

Source: Instituto Nacional de Estadística y Geografía and Inflation.edu 

Banco de México has maintained interest rates at a level in which the economy has experienced stable growth.  
As of January 2013, Banco de México reported an annual inflation rate of 3.3%.  According to the Mexican National 
Institute of Statistics and Geography (Instituto Nacional de Estadística y Geografía) (“INEGI”), from the second 
half of 2009 to January 2013, the 28-day TIIE (Tasa de Interés Interbancaria de Equilibrio) remained relatively flat 
just below 5%. 

Mexico GDP (US$ bn) and Inflation  Mexico Interest Rate (TIIE 28 Days) 

 

 
 

Source: INEGI and Banco de México 

As a consequence of the global financial crisis, direct foreign investment decreased in 2009.  While direct 
foreign investment to Mexico has not recovered to pre-crisis levels, for the years 2010 and 2011, direct foreign 
investment increased 27.9% and 24.8% compared to 2009 direct foreign investments, respectively.  Moreover, 
Mexico’s trade activity has begun to recover as well; trade balance for non-oil exports and imports has significantly 
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improved since its lowest level in 2008, and has returned to its previous historic average.  The total trade balance, 
which decreased by 14.2% in 2009 grew by 72.4% in 2010 and 52.7% in 2011.  The increase in direct foreign 
investment and total trade balance suggests that Mexico is going through a solid export-led recovery accompanied 
by a gradual increase in domestic demand. 

In general, economic activity in Mexico has increased, as demonstrated by the expansion of the manufacturing 
sector, which is an important segment of Mexican GDP.  As of January 2013, the manufacturing index, provided by 
the IMEF (Instituto Mexicano de Ejecutivos de Finanzas) pointed to moderate expansion at 52.1%, slightly above its 
historical median, and 25.1% higher than that of January 2009.  For the last two years, manufacturing has remained 
the most important segment of GDP, making up 17.9%, 17.6% and 17.9% of GDP for 2011, 2010 and 2009, 
respectively.  The following graph illustrates the relative weight of various sectors as a component of GDP as of the 
third quarter of 2012: 

Mexico GDP Breakdown 

                       
 

Source: INEGI and Banco de México 

Real estate companies in Mexico often have lease contracts with tenants engaged in the automotive, metallic 
machinery and electro-domestic sectors, which together comprised 40.2%, 39.9%, 38.8% and 36.7% of the 
manufacturing segment activities for the third quarter of 2012, 2011, 2010 and 2009, respectively. 

Not only has manufacturing export growth regained momentum following the 1998 financial crisis, but 
domestic demand has also increased.  After decreasing by 8.1% in 2008, one of the largest decreases since the 1995 
crisis, domestic demand has returned to pre-crisis growth rates with a 4.2% increase in 2012.  In addition, same store 
sales (reported for stores with more than one year of operation) have recovered significantly.  The National Retailer 
and Department Stores Association ANTAD reported an increase of 4.7% in same stores sales for 2012, slightly 
below the 4.9% growth reported in 2007.  Furthermore, retailers affiliated to ANTAD experienced slight growth 
even during the global financial crisis at rates of 3.4% in 2008, 0.8% in 2009, 3.5% in 2010 and 5.0% in 2011, an 
indication of the resilience of the Mexican economy in a difficult economic environment.  Similarly, the non-
manufacturing index of the IMEF, which measures activity in the services segment in Mexico, has shown relative 
stability, with the exception of 2008.  As of December 2012, the non-manufacturing index was positioned at 54.3 
units, 2.6% higher than in December 2010 and 2009 and unchanged from the index obtained in December 2011. 

The unemployment rate in Mexico has remained stable throughout the past five years ranging between 3.4% 
and 5.0% at year end.  As a result of the recent global financial crisis, Mexico’s unemployment rate rose to 4.8% and 
4.9% at the end of 2009 and 2010, respectively.  However, for year-end 2011 and 2012, the unemployment rate 
decreased to 4.5%.  According to Banco de México, the unemployment rate is expected to continue decreasing and 
to return to the 2007 levels, when the unemployment rate was 3.4%. 

Furthermore, the Mexican government has executed disciplined financial and monetary policies over the past 
five years, continuously increasing its gold reserves and improving its liquidity and financial position.  As 
demonstrated in the chart below, international reserves have increased continuously in recent years, reflecting a 
compounded annual growth rate of 19.1% from 2006 to 2012 and positioning such reserves at an all-time high of 
US$165.5 billion. 
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World Leading Economies – Debt as % of GDP 
 

Mexican International Reserves (US$ bn) 

 

Source: Banco de México and Goldman, Sachs & Co. internal research as of December 2012 

Mexico’s external debt as a percentage of total GDP has remained constant and well below that of leading 
global economies.  As of December 2012, total external debt was below 30% of GDP, one of the lowest proportions 
in the last ten years and lower than many emerging market countries. 

For over a decade, Mexico’s imports and exports have grown, with the exception of the 2008-2009 financial 
crisis.  From 2002 to 2012 the Exports and Imports grew by 8.7% and 8.2% annually, respectively, achieving 
balance in these trade accounts. 

Imports / Exports Geographic Distribution  Mexico – U.S. Trading Balance 

   Mexico’s exports close to 78% of its total 
exports to the U.S. and imports almost 50% of 
its total figure from such country, making the 
U.S. its largest trade market 

 Mexico’s exports to the U.S. represents 12.2% 
of the total imports made by the U.S., placing 
Mexico as the third exporter to U.S., right after 
Canada and China.  This figure has evolved 
from 6.2% in 1994 to 12.2% in 2012 

Mexican Imports (US$ bn)  Mexican Exports (US$ bn) 

 

 

 

Source: INEGI and US Census Bureau 
 

Industrial Overview 

Mexican industrial production has grown steadily over the past decade and continues to be a significant 
component of Mexican GDP.  While the global financial crisis resulted in a slowdown in the industrial sector, since 
the first quarter of 2010, Mexico has experienced a period of recovery.  According to the INEGI, the Global 
Indicator of Economic Activity (IGAE) reported an improvement from 122.3 points in November 2010, to 133.1 
points in November 2012, representing an average increase of 4.3% per year.  Industrial production in Mexico 
increased 3.8% between December 2010 and December 2011 and remained constant between December 2011 and 
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December 2012.  Direct foreign investment reached US$20.4 billion and US$20.9 for 2011 and 2010 respectively, 
with represents growths compared to 2009 of 24.8% and 27.9% respectively. 
 
Manufacturing Sector 

The manufacturing sector is a significant component of industrial production, a driver of Mexican GDP.  
As of September 2012, it represented 17.6% of Mexico’s total GDP.  Manufacturing GDP grew by 9.1%, 13.3% and 
7.2% in 3Q 2012, 2011 and 2010 respectively on a year over year basis.  As of September 2012, the manufacturing 
GDP compounded annual growth rate for the previous five years was 6.4%.  In addition, with the exception of 2009, 
total exports in the manufacturing sector have grown steadily from US$141billion in 2003 to US$302 billion in 
2012, representing an increase of 8.4% and 22.9% as compared with 2011 and 2010 figures, respectively. 

 

Mexico Manufacturing Exports (US$ bn) 
 

 
 

Source: INEGI 

The Mexican manufacturing sector is highly correlated with the U.S. economy; in particular, Mexican 
manufacturing exports are highly correlated to the demand for manufactured goods in the United States.  According 
to INEGI, as of December 2012, Mexico sent 77.6% of its total exports to the United States.  While U.S. 
manufacturing imports declined during the global financial crisis as reported by the U.S. Census Bureau, such 
imports have now recovered and reached pre-crisis levels.  In 2011, U.S. manufacturing imports grew to US$263 
billion from US$230 billion for 2010 and US$177 billion in 2009, representing a 14.1% increase as compared to 
2010 and a 49.2% increase as compared to 2009. 

According to INEGI, the manufacturing sector accounted for 46.2% of total direct foreign investment in 2011.  
Direct foreign investment in Mexico spans across many industries, including the aerospace and automotive 
industries.  In recent years, Mexico has seen companies such as Bombardier, Eurocopter, Lego, Maersk, Nissan, 
Honda, General Motors, and Audi, among others, establish and/or expand their manufacturing and industrial 
capabilities in the Mexican market. Mexico’s primary competitive advantage for direct foreign investment is its 
labor cost structure.  According to INEGI, Mexico’s hourly salary as of November 2012 was US$2.10, as compared 
to US$9.36 in the United States. Within the manufacturing sector, the automotive industry has grown steadily in 
Mexico over the past several years. Many automotive companies have taken advantage of Mexico’s favorable cost 
structure by increasing their presence in the Mexican market.  Ford, for example, announced an investment of 
approximately US$1.3 billion in March 2012 to expand its current facility in the state of Sonora.  The facility, which 
currently employs 3,000 employees, is expected to add 1,000 jobs in connection with the expansion.  In addition, 
according to the Mexican Association of the Automotive Industry (AMIA), total exports of light vehicles in 2012 
grew 10.6% as compared to 2011. Furthermore, according to the AMIA, in 2012, 81.7% of the total domestically-
produced automobiles in Mexico were exported, showing Mexico’s strong presence in the automotive market. 

Logistics and Distribution Sector  

Given the size and topography of Mexico, its logistics and distribution sector is a vital part of the country’s 
economy.  According to INEGI, as of September 2012, transportation, warehousing and storage activities accounted 
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for 7.1% of Mexico’s total GDP, as compared to 6.9% in 2011, 7.1% in 2010 and 6.9% in 2009.  The graph below 
illustrates the recovery of certain logistics activities over the past several years. 

Transportation, Warehousing, Storage and Mail Services GDP (US$ bn) 

 
 

Source: INEGI 

Mexico’s sea ports are some of the largest in the Latin American region and are used by both companies 
wishing to access the Mexican market and companies targeting the North American and Central American markets.  
Distribution to and from Mexico’s ports invariably requires a storage and distribution network across the country 
and, in particular, in the border regions, which triggers demand for warehousing and logistics services. 

In the past decade, the retail industry has also seen significant growth.  According to ANTAD, retailers’ sales 
area has more than doubled during the past ten years due to increased demand, particularly in smaller and medium-
sized cities, which have traditionally experienced low retail penetration.  An increase in the number of warehouses 
and distribution centers is expected as a consequence to this retail growth. 

Competitive Advantages for Industrial Real Estate in Mexico 

In recent years, the Mexican government has designed and implemented policies to position Mexico as an 
attractive investment opportunity for local and international investors.  This attractiveness is due to increased 
investment in infrastructure, ease of relocation, low labor costs and a long standing commercial relationship with the 
United States. 

The Mexican government has increased its investments in infrastructure.  For example, over the past six 
years, the Mexican government has invested an estimated US$1.9 billion to complete the Circuito Exterior 
Mexiquense highway, one of the most important east-west roads in Mexico.  Another example of significant 
infrastructure investment is the construction of the Arco-Norte highway, a 142-kilometer highway that connects the 
four states in central Mexico that surround Mexico City.  Finally, another important infrastructure investment is the 
Durango-Mazatlán highway, which is expected to be inaugurated in the first quarter of 2013.  The government has 
also made major investments in sea ports, including an estimated investment of more than US$3.0 billion in the 
Manzanillo project, which houses a natural gas plant, a pipeline connecting Manzanillo to Guadalajara and a new 
port in the Cuyutlán lake. 

Mexican investment in infrastructure such as ports and roads communication presents an advantage for 
companies that intend to send products to the United States, given the developed communication networks between 
these two countries. 

 There are five advantages that differentiate Mexico in the real estate sector. 
 
1) Qualified Labor 

China, one of Mexico’s main competitors in attracting overseas investors, historically experienced high 
capital inflows due to low labor costs.  However, labor costs in China have surged, and the Economist 
Intelligence Unit predicts this increase will impact businesses’ decisions to relocate to China.  In addition, 
unlike wages in China, which have risen exponentially, according to the Boston Consulting Group, Mexico’s 
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labor costs have remained stable.  According to Alix Partners, a leading global consulting firm, labor costs in 
China are expected to reach those of the United States by 2020, while costs in Mexico will remain steady.  In 
addition to lower production costs, international investors can manage foreign exchange risk caused by shifts 
in interest rates, changes in government or any other factor by utilizing U.S. Dollar denominated lease, service, 
credit or other agreements.  As a result, Mexico is positioned to attract overseas investors, due to its stable, 
competitive and qualified labor force and cost structure. 

Mexico has not only become increasingly more competitive but also is producing high numbers of qualified 
labor, such as engineers.  According to the New York Times, during 2011 Mexico graduated nearly 750,000 
engineers, higher than Germany’s figure for that year.  This type of qualified labor may be yet another 
enhancement on Mexican value proposition to attract overseas investment. 

 

Country 
Population 

(mm) 
Graduating Engineers 

(‘000) Percentage 

Mexico 113.7 75.6 0.07% 

Germany 81.6 40.2 0.05 

China 1,347.1 600.0 0.04 

USA 311.6 83.4 0.03 

 

Source: The New York Times and The Washington Post 

2) Wage / hour Adjusted by Productivity 

By 2015, Chinese labor wages are expected to be higher than Mexican wages.  While the average 
manufacturing wage in China has grown exponentially, Mexican wages have grown at a relatively stable pace.  
In 1996, Chinese labor was three times cheaper than Mexican labor.  By 2009, it was only two times cheaper 
and currently, Chinese labor wages are 15% lower than those of Mexico.  Moreover, if adjusted for 
productivity, Mexican labor is more productive on a per dollar basis than that of China.  This gap is expected 
to widen in the coming years, making Mexico a more attractive investment destination. 

 
Chinese vs. Mexican Labor Costs  Productivity Adjusted Wages / Hour 

  
 

 

Source: The Boston Consulting Group 

 
3) Access to Transportation / Connectivity to Main Markets 

Mexico’s proximity to, and long-standing trade relationship with, the United States provides Mexico with a 
geographic and cultural advantage over other countries in terms of foreign investment.  In part because of the 
North America Free Trade Agreement (NAFTA) into which Mexico entered with Canada and the United 
States, Mexico has developed political, economic, legal and social frameworks that inspire investor confidence 
and promote foreign investment. 
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Main Commercial Corridors between Mexico and USA 
 

 

 

Source: US Department of Transportation 

Mexico’s geographic location allows it to service the major ports of North, Central and South America in 
less time and at lower cost than other comparable emerging markets.  The table below illustrates the distance 
between certain emerging markets and major global destination ports.  Mexico is able to serve both rims, the 
Pacific and the Atlantic, in a more timely fashion and cost effective manner than any other country in the 
region. 

Mexico’s recent investments in infrastructure and its cost of fuel, together with new and improved 
highways that offer a variety of freight routes between the U.S. and Mexico, represent some of the country’s 
advantages.  

Distance to (Days) Mexico China Brazil Turkey 

New York, U.S. 5 32 15 16 

Rotterdam, Netherlands 16 32 17 10 

Yokohama, Japan 19 4 35 27 

 

Source: Nomura Report 

4) Favorable Demographics and Growing Middle Class 

Mexico is the second-largest market in Latin America in terms of population, and it is the 11th-most 
populous country in the world.  According to the last census by INEGI in June 2010, Mexico had a population 
of 112.3 million, and over the previous five-year period, it experienced a compound annual growth rate of 
1.7%.  According to the Consejo Nacional de Población (“CONAPO”), Mexico’s population is expected to 
grow 12% over the next 40 years. 

As of June 2010, the date of the last census, approximately 48% of the total population was under the age 
of 26.  As this group ages and begins to search for jobs, buy homes and seek economic independence, an 
increase in domestic consumption is expected.  In addition, it is expected that the aging of the Mexican 
population will positively impact the manufacturing and logistics sectors, which will need to serve increased 
demand from this larger economically-active sector of the population. 
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Expected Active Population (mm)  Population Age Breakdown 
 

 

 

 

Human Development Index Evolution 
 

 

 

Sources: CONAPO, US Census Bureau and UN Development Program 

In addition, these changes are reflected in Mexico’s growing middle class.  For the past several years, the 
Human Development Index (HDI), a metric that measures a country’s life expectancy at birth, its mean years 
of schooling, its expected years of schooling and gross national income per capita, has increased at a higher 
rate than the average of the region and that of the world.  This combination of demographic metrics implies 
that Mexico has solid foundations to generate stable demand while simultaneously improving quality of life. 

5) Business Competitiveness Fostered by Adequate Regulations 

Mexico’s strong relationship and trade agreements with the United States makes the country Mexico’s most 
important trade partner, accounting for 77.6% of exports and 49.9% of imports for Mexico in 2012.  Mexico 
currently has ongoing free trade agreements with 44 countries, more than any other nation in the world. 

NAFTA, which in 1994 eliminated most tariffs between Mexico, the United States and Canada, has given 
its members broad experience in international commerce.  In addition to NAFTA, Mexico is a signatory to 
numerous trade agreements with other Latin American countries.  Consequently, NAFTA has become 
increasingly significant for Canadian and U.S. companies, as it allows them to take advantage of the free trade 
agreements Mexico has in place with emerging Latin American economies (such as Chile, Colombia and Peru) 
that have attractive demographic and economic characteristics like growing middle classes and resilient 
economies. 
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Days Needed to Open a Business 

 

 

Source: Doing Business, World Bank 2011 

Industrial Real Estate Sector Overview 

The industrial real estate sector is typically divided into two categories: manufacturing and 
logistics/distribution.  With the exception of light assembly, manufacturing properties are generally special purpose 
facilities, which cannot be converted to another use without renovations.  Light assembly properties, on the other 
hand, typically combine warehouse, assembly and office space, which can service an array of customers with 
differing needs.  Distribution properties are typically simpler in their physical structure, functioning primarily as 
storage facilities with loading docks and truck courts.  Distribution properties are therefore generally more easily 
transferred from one tenant to another.   

The table below outlines typical characteristics of manufacturing and distribution properties.  

 Manufacturing Logistics and Distribution 

Sector 
Concentration  

 Tenants include companies engaged in 
manufacturing and assembling for exports 

 Typical industries include aerospace, 
automotive, construction, electronics, electrical 
equipment  and medical 

 Tenants include companies engaged in the 
warehousing and distribution of imported 
merchandise 

 Typical industries include food, logistics, 
packaging, paper products and medical 

General Lease 
Terms 

 5 - 7 years on average 
 Little to no tenant turnover 
 Primarily denominated in U.S. Dollars 
 Early termination seldom occurs 

 3 - 5 years on average 
 Higher tenant turnover 
 Primarily denominated in U.S. Dollars, some 

Peso-denominated leases 
 Early terminations occur more frequently 

Construction 
Requirements  

 Tenant specific requirements 
 Built-to-suit product 
 Generally more capital expenditures 
 Tilt – Up, Block, Metal Panel Siding 

 Tenants have less specific requirements 
 

 Less capital expenditures needed 
 Mostly Tilt – Up  

Other 
 Long term investment decision 
 High cost of exit, meaningful up front fixed 

costs  

 Medium term investment  
 Cost of exit is affordable 

 
Tenants of industrial properties typically include retail and manufacturing corporations, third party logistics 

providers (“3PLs”) and private enterprises.  Leases for such properties are typically structured on a triple-net basis, 
requiring tenants to pay all property, maintenance and insurance expenses in addition to their base rent. 

Industrial properties, specifically distribution properties, tend to have relatively simple design 
characteristics including large rectangular floor spaces, encased by four walls, covered by a roof and surrounding by 
parking lots and driveways.  Industrial logistic properties, due to their simple physical structure and mainly storage-
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driven tenant requirements, tend to require low levels of maintenance and capital expenditure.  Given their relatively 
simple building structure, such properties tend to benefit from short development cycles, typically ranging from six 
to twelve months.  Such short cycles allow builders to respond to changes in demand relatively quickly.   

Demand for industrial properties in Mexico is highly correlated to the economic performance of both 
Mexico and the United States, as it is directly tied to global trade levels, internal consumption, and demand in the 
manufacturing and industrial sectors.  As a result of this correlation, the attractiveness of an industrial property is 
driven in large part by its location: Proximity to sea ports, waterways, rail stations, airports, highway access and/or 
other means of transportation is key for industrial properties. 

 According to the Jan-Feb 2013 issue of the magazine MexicoNow, industrial real estate properties total 
approximately 633 million square feet as of December 31, 2012, representing an increase of 1.8% and 1.3% as 
compared to 2011 and 2010, respectively.  In recent years, the main players in the Mexican real estate market have 
undergone significant consolidation.  According to MexicoNow, as of January 2013, the three largest market players 
were Prologis, Macquarie and Prudential, with a total of 30.9 million square feet, 26.8 million square feet and 21.1 
million square feet, respectively. 
 
 The industrial real estate market is geographically distributed across Mexico, but it is primarily 
concentrated in the northern part of the country, which serves the U.S. market, and the central part of the country, 
which houses a large portion of the logistics sector.  According to MexicoNow, as of December 31, 2012, the top ten 
industrial centers in the country, which represent approximately 73% of the GLA of industrial real estate in Mexico, 
were Mexico City, Monterrey, Ciudad Juárez, Tijuana, Guadalajara,  Reynosa, Mexicali, Saltillo-Ramos Arizpe, 
Querétaro and San Luis Potosí.  

According to several real estate research firms, average rents decreased from US$4.93 in 2008, to US$4.50 
in 2009, to US$4.41 in 2010, partly impacted by the global financial crisis.  In 2011, however, average rents 
increased to US$4.47 reversing a three-year trend begun during the global financial crisis.  In addition, while 
average vacancy rates of industrial real estate properties increased from 6.4% in 2007, to 8.5% in 2008 and 11.6% in 
2009, vacancy rates began dropping in 2010 to 11.0% and to 8.9% in 2011.  These figures illustrate the gradual 
recovery of the real estate industrial market in Mexico. 

The table below shows key metrics for the main industrial cities and regions for the third quarter of 2012. 

 
 

(1) Source: Jones Lang LaSalle research.  Data as of September 30, 2012. 

Segmentation of the Industrial Real Estate Market 

The industrial real estate market can be broadly divided into two segments: modern institutional quality 
industrial properties and traditional or second-generation properties.  Modern institutional quality industrial 
properties are typically specifically designed for use by major distribution, 3PLs, or manufacturing tenants.  These 
properties, specifically in the case of distribution properties, are also often readily convertible to meet re-tenanting 

State (1)
Total GLA 
(mm sq. ft.)

Percentage of 
Total GLA

Vacancy
(mm sq. ft.)

Vacancy 
Percentage

Annualized Base Rent 
per leased sq. ft.

Mexico City 65 12.1 % 2 3.0 % $ 5.91
Monterrey 95 17.8 % 8 8.1 % $ 4.60
Bajio 85 15.8 % 3 3.2 % $ 4.64
Ciudad Juarez 61 11.4 % 9 15.5 % $ 4.10
Tijuana 56 10.5 % 6 11.5 % $ 4.68
Reynosa 29 5.4 % 3 9.8 % $ 4.00
Guadalajara 22 4.1 % 1 4.1 % $ 4.91
Saltillo 20 3.8 % 1 4.5 % $ 4.56
Queretaro 22 4.2 % 1 2.3 % $ 4.65
Other 81 15.0 % 6 38.0 %

Total 537 100.0 % 39 100.0 % $ 4.58
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opportunities.  Typical features include: (i) storage safety measures, such as security and surveillance systems, 
sprinkler systems and ventilation systems; (ii) optimal space solutions, such as large floor plates, high clear heights 
and wide column spacing, and (iii) high operating efficiency, such as spacious and modern loading and parking 
areas.  Lower end properties are typically limited in their spatial layouts, lack attractive loading docks, and have 
insufficient parking areas, close column spacing and insufficient clear heights. 

 

Over the last eight years, the supply of industrial real estate properties in Mexico has experienced 
significant growth.  According to Jones Lang LaSalle, only 30% of the market considered to be modern institutional 
quality.  The majority of modern institutional quality properties are owned by institutional investors.  The following 
chart presents the principal owners of modern institutional quality industrial properties in Mexico as of January 2013 
and their evolution since 2004.  From 2004 to date, top-tier multinational companies such as Prudential, Prologis, 
GE and Kimco, to name a few, have entered the market. 

   

Evolution of Main Industrial Real Estate (millions sq ft) 

2004  2013 

 
 

Source: Mexico Now Magazine as of January 2013 

 

According to third quarter 2012 report by Jones Lang LaSalle, total estimated industrial stock (gross floor area 
in millions of square feet) in Mexico was approximately 537.5 million square feet as of December 2012, roughly 
eight times lower than that of the U.S. when measured per capita.  The table below illustrates the differences in 
industrial stock per capita between the United States and Mexico. 

 

 
 

Estimated Industrial Stock 
(GFA millions of square feet) Population (millions) 

Industrial Stock GFA 
Per Capita 

Mexico  537.5 110 4.9 
United States 11,938.9 312 38.3 

 

Source: INEGI 

Given the low supply of industrial properties in Mexico as compared to the United States, and the low 
supply of modern institutional quality properties in particular, the replacement of lower end properties with more 
attractive properties of modern institutional quality is expected to continue as the demand for industrial and 
manufacturing activity in Mexico increases. 
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BUSINESS AND PROPERTIES 

Overview 
 

We are a newly created Mexican real estate investment trust anchored by a large industrial portfolio and 
formed primarily to acquire, own, develop and manage real estate properties in Mexico.  The Underlying Properties 
making up our Initial Portfolio consist of attractive, strategically-located warehouses and other light manufacturing 
properties primarily in markets we believe to have strong underlying fundamentals throughout the central, Bajío and 
northern regions of Mexico.  We intend to be treated as a Mexican real estate investment trust (fideicomiso de bienes 
raíces or a “FIBRA”), for Mexican tax purposes commencing with our taxable year ending December 31, 2013.  
Our objective is to provide attractive risk-adjusted returns to holders of our CBFIs over the long term through stable 
dividends and capital appreciation.  We intend to achieve this objective through the performance of our selectively-
assembled portfolio of industrial and other complementary real estate assets, our access to premier institutional 
sponsorship and our management and corporate governance structure. 

Since 2003, PREI Latin America has acquired and developed the industrial properties that prior to or 
concurrently with the Global Offering will form our initial real estate portfolio.  See “Structure and Formation.”  
The Underlying Properties making up our Initial Portfolio consist of 146 real estate properties, including 132 
developed industrial facilities with a collective GLA of approximately 19.8 million square feet and 14 land reserve 
parcels.  As of December 31, 2012, we believe our 14 land reserve parcels can support, in the aggregate, 
approximately 7.5 million square feet of Buildable GLA.  As of December 31, 2012, the properties in our Initial 
Portfolio were approximately 88.2% occupied.  Our Initial Portfolio is well-diversified both geographically and by 
tenant.  The Underlying Properties are located throughout 25 cities in 16 states, primarily in northern and central 
Mexico and are distinguished by the quality of our tenants.  We believe our Initial Portfolio benefits from well-
staggered lease expirations, and a weighted average remaining lease term of 3.5 years as of December 31, 2012.  In 
addition, we believe the structure of our leases, substantially all of which provide for fixed rental payments in U.S. 
Dollars, further contributes to the stability of the cash flow provided by our Initial Portfolio.  As of December 31, 
2012, the developed properties of our Initial Portfolio had a US$4.67 average Annualized Base Rent per leased 
square foot. 

We are internally managed by highly qualified industry specialists and externally advised by an affiliate of 
PREI Latin America.  We have assembled an internal management team with significant real estate experience and 
an in-depth knowledge of our portfolio and the financial and capital markets, which is complemented by the 
strategic overview and asset management capabilities of our Advisor.  We intend to leverage our Advisor’s multi-
faceted institutional real estate platform and local expertise, as well as its deep knowledge of the industrial and other 
real estate sectors.  We believe that our Initial Portfolio’s land reserves and vacant properties present us with the 
opportunity for incremental cash flow generation.  We also believe that the fragmented industrial real estate sector in 
Mexico, combined with our access to capital and the scalability of our portfolio, will offer us opportunities to build 
on our leadership position and capitalize on the significant market opportunities within the Mexican industrial real 
estate sector.  While our Initial Portfolio will consist of industrial properties, we may in the future expand into other 
complementary real estate sectors. 

Our Competitive Strengths 

Premier Institutional Sponsorship:  We expect to benefit from the substantial expertise of our Advisor’s 
vertically integrated real estate platform, industry relationships, market intelligence and execution capabilities.  
PREI, the real estate investment management business of Prudential, operates an integrated real estate investment 
business in the United States, Europe, the Middle East, Asia and Latin America.  With a global presence and a team 
of highly qualified industry specialists, PREI managed approximately US$51.2 billion in gross real estate assets 
(approximately US$34.6 billion net) as of September 30, 2012.  PREI Latin America, PREI’s Latin America unit, is 
one of the largest real estate investment managers in Latin America and has been investing in the region since 2002.  
As of September 30, 2012, PREI Latin America managed approximately US$3.6 billion in gross real estate assets 
(approximately US$2.4 billion net).  Since 2003, PREI Latin America has maintained a team in Mexico City with 
real estate investment management responsibilities including the acquisition, development and management through 
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Local Property Managers, financing and risk management in respect of the Underlying Properties, which has led to a 
deep knowledge of industrial real estate and robust local market intelligence.  Members of our Advisor’s senior 
management team have proven track records of acquiring, developing, financing and managing industrial real estate 
and, through the Contributing Trusts, oversaw growth of our portfolio from 1.2 million square feet as of December 
31, 2003 to 19.8 million square feet as of December 31, 2012.  Using a disciplined and proactive asset management 
process, members of our Advisor’s senior management team have increased the occupancy of the properties in our 
Initial Portfolio from approximately 84.8% as of December 31, 2011 to approximately 88.2% as of December 31, 
2012. 

As an affiliate of PREI, our Advisor will have continued access to PREI’s comprehensive due diligence, 
risk management, underwriting, accounting, cash management, compliance and legal policies and procedures as well 
as an in depth knowledge of our assets and markets and an expertise in leasing, property management, marketing, 
acquisitions, development and financing activities.  The continued involvement of PREI through our Advisor will 
provide business continuity for our Underlying Properties and our long-term tenant relationships.  We believe that as 
owners of one of the largest and most diversified industrial portfolios in Mexico, together with our continued 
relationship with PREI, we have a competitive advantage to capitalize on the opportunities within Mexico’s real 
estate market. 

Diverse Portfolio of Attractive Properties with Significant Scale:  Our Initial Portfolio, which we 
believe would be difficult to replicate due to its scale, diverse composition and strategic locations, is the third largest 
portfolio of industrial real estate properties in Mexico.  As of December 31, 2012, our Initial Portfolio was 
comprised of 132 developed industrial facilities with a GLA of approximately 19.8 million square feet and 14 land 
reserve parcels with approximately 7.5 million square feet of Buildable GLA located throughout nine geographic 
markets.  The scale of our Initial Portfolio helps us to achieve revenue diversification, offers us cost savings due to 
economies of scale and allows our tenants to expand across our locations as their businesses evolve.  We have 
amassed substantial market share in attractive markets, which we believe position us to benefit from the ongoing 
economic expansion in Mexico. 

Attractive Facilities:  We believe our focus on well-located, market-competitive industrial properties has 
positioned us to address the growth in demand for modern industrial and logistics facilities in Mexico.  We 
have developed high-quality and flexible properties with modern features such as wide column spacing, 
large floor plates, high ceilings, office space, large depth Loading Docks and good vehicular access.  Our 
Initial Portfolio is also relatively young, with 47 properties or 48.3% of total GLA built between 2007 and 
2012 and another 30 properties or 19.3% of total GLA built between 2002 and 2006.  We believe the 
quality of our properties coupled with our scale distinguishes us from our competitors in Mexico. 

Diversification:  Our tenant base is well diversified across a variety of industries, including automotive, 
electronic, consumer goods, industrial goods and logistics with no single tenant accounting for more than 
7.4% of total leased GLA of our Initial Portfolio or more than 7.7% of Annualized Base Rents as of 
December 31, 2012.  Our leased GLA as of December 31, 2012 was split among manufacturing and 
distribution usage, with 52.5% used by manufacturing tenants, which typically operate under longer leases 
than distribution tenants. 

Strategic Locations:  Over the past decade, the Underlying Properties were acquired or developed in more 
than 20 different locations as part of a strategic effort by PREI Latin America to own attractive assets 
within markets with long term growth prospects, including favorable demographic and economic trends, 
robust infrastructure and communication networks, qualified labor and competitive locations for light 
manufacturing processes, the logistics and trade sectors and, distribution warehouses.  Our Initial Portfolio 
has a strong presence in the major industrial hubs in Mexico, including Cuautitlán Izcalli, Querétaro, 
Ciudad Juárez and Ramos Arizpe.  We believe that many of our properties have the potential to achieve 
rental and occupancy rates equal to or above those typically prevailing in their respective markets due to 
their desirable locations within their submarkets, as well as our hands-on management approach. 

Superior Governance Structure:  We believe our internally managed and externally advised structure 
reflects a thoughtful and prudent approach to corporate governance issues which is tailored to the interests of our 
shareholders while leveraging PREI’s institutional best practices and providing independent oversight. 
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Corporate Structure:  The decision-making authority of our business has been allocated among various 
corporate entities, each with separate powers and responsibilities.  Holders of our CBFIs exert decision-
making authority at holders meetings (the “Holders Meetings”) and are responsible for certain top-level 
decisions, including resolution of issues raised by our board of directors and the removal of our Advisor.  
Our board of directors oversees our fully dedicated and wholly-owned Management Subsidiary and also 
names and supervises our Chief Executive Officer and Chief Financial Officer.  Our Management 
Subsidiary will employ and compensate the Chief Executive Officer and Chief Financial Officer of our 
business, who are responsible for driving our growth, establishing our strategic objectives, managing our 
investor relations and creating value for holders of our CBFIs.  Our Advisor was formed to present us with 
strategic and investment recommendations that are in line with the investment guidelines established by our 
board of directors.  Our Advisor is responsible for applying PREI’s institutional model with respect to asset 
and risk management by accessing its global best practices and standing committees.  Our Management 
Subsidiary implements our Advisor’s recommendations at its discretion, with the support of the Advisor’s 
resources.  We intend for our internal management team to, via our Advisor, leverage PREI’s in-house 
portfolio management, asset and risk management, capital markets, underwriting and operational functions, 
including accounting, tax and treasury capabilities.  This proposed structure is intended to provide us with 
an internal management team that is wholly dedicated to us, aligned with our equity holders and 
accountable to a majority independent board of directors, while simultaneously benefiting from PREI’s 
institutional platform. 

Board Composition & Committees:  Upon completion of the Global Offering, our initial board of directors 
will consist of seven members, of whom five will qualify as independent members.  At the initial Holders 
Meeting, any CBFI holder or group of holders of CBFIs has the right to appoint one member to our board 
of directors for each 10% interest held.  Accordingly, the size and composition of our board of directors 
may change to reflect the CBFI ownership after the Global Offering.  Additionally, our Advisor is 
contractually entitled to directly appoint one member to our board of directors.  Our Chief Executive 
Officer will also be a member and Chairman of the board of directors. 

There are three fully-independent committees of the board of directors.  Our Audit Committee has a 
primary role in the review and approval of our auditing and reporting obligations.  It will review opinions 
and reports of external auditors as well as perform the oversight of our guidelines and policies, internal 
controls and audit practices.  Our Practices Committee will aid the board of directors in making certain 
decisions relating to governance, particularly in the event of a potential conflict with the Advisor or its 
affiliates.  Our Nominating Committee will identify, evaluate and recommend candidates for election to, or 
removal from, the board of directors, and propose the compensation to be paid to the members of the board 
of directors.   

Experienced and Committed Internal Management Team:  Our internal management team has 
significant experience in all aspects of real estate management, marketing, leasing, acquisition, development and 
finance.  Our Chief Executive Officer, Alberto Chretin, has approximately 15 years of experience in the industrial 
real estate sector including acting as an executive consultant to PREI in the development of a strategic business plan 
for the Underlying Properties that comprise our Initial Portfolio.  Throughout his career, Mr. Chretin has 
demonstrated operational expertise in industrial real estate and the ability to efficiently deploy capital through 
property acquisitions and development.  During the past two years, Mr. Chretin served as the Secretary of Economy 
for the Chihuahua State Government of Mexico.  In this role, Mr. Chretin was responsible for attracting foreign and 
local investment into the region and promoting industrial activity, commerce and tourism.  Our Chief Financial 
Officer, Francisco Navarro, has approximately 15 years of experience at leading financial institutions, including 
with respect to risk management, capital markets and lending. 

Growth Oriented Capital Structure:  We believe that our capital structure provides us with significant 
operating flexibility as well as the capacity to fund our future growth.  At the time of our Global Offering, we will 
have put in place a new US$500 million secured, non-amortizing credit facility that will fund our growth strategy.  
In addition, as a public company we will have greater access to the capital markets.  On a pro forma basis, as of 
December 31, 2012, and giving effect to the use of proceeds as set forth under “Use of Proceeds,” we would have 
had US$403.4 million available under our credit facilities.  As of December 31, 2012, our pro forma debt to total 
market capitalization would have been 20.4%, based on an initial offering price of Ps.28.00 per CBFI.  On a pro 
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forma basis, as of December 31, 2012, we would have had 38.9% of our debt maturing within the next 36 months.  
Our pro forma weighted average cost of debt, excluding refinancing, would have been 4.3% as of December 31, 
2012.  We have strong relationships with recognized financial institutions, including Citigroup, Goldman, Sachs & 
Co., J.P. Morgan, HSBC, Bancomext, BBVA and Banorte that understand our business plan and operating model.  
Furthermore, as of December 31, 2012, 91.0% of the Annualized Base Rent is denominated in U.S. Dollars, 
allowing us to obtain financing in Dollars, which contributes to us having an attractively priced debt compared to 
our peers in Latin America. 

Business and Growth Strategies 

Macroeconomic Opportunity:  We believe the Mexican real estate sector presents significant market 
opportunities due to Mexico’s strong underlying economic and demographic fundamentals, geographic location and 
relatively low costs of labor. 

Mexico is the second-largest economy in Latin America and is experiencing rebounding growth following 
the global credit crisis, with GDP growth of 5.5% in 2010, and 3.9% in 2011 and 2012, well above the average 
annual historic rate of 3.2% since 1995.  Prudent fiscal policies, which include inflation levels and stable interest 
rates below 5.0%, each over the past three years, and a low debt-to-GDP ratio of 27% in 2012, have positively 
impacted Mexico’s recovery.  In addition, positive trends in Mexican demographics include increased per capita 
income, access to credit and expanded domestic consumption, together with a sustainable birth rate, that translate 
into a sustainable demand for goods in the future.  According to CONAPO, approximately 48% of the Mexican 
population is under the age of 26.  As this group ages and transitions into seeking jobs, buying homes and obtaining 
economic independency, further increases in domestic consumption are expected. 

Mexico’s geographic location positions it as a natural hub to the U.S., its largest export market, accounting 
for 79% of Mexico’s total exports, and the Latin American market, currently one of the most attractive markets 
given its demographics and growth prospects.  According to the US Department of Commerce, it is expected that by 
2018 Mexico could become the United States’ most active trade partner with Mexico’s exports representing 
approximately 16% of total imports into the United States.  Given rising fuel and freight rates, Mexico’s location 
presents a more cost-effective option relative to other low-cost manufacturing countries with greater exposure to 
increasing transportation costs.  In addition, over the past decade the Mexican federal government has increased its 
investment in infrastructure, including rail, highways and seaports, which has benefited our Underlying Properties. 

We also believe the cost-effectiveness and quality of labor, including the high level of specialization and 
training, in Mexico offers a competitive advantage to businesses operating in Mexico.  Mexico currently leads 
Germany, China and the United States in engineering degree graduates per capita.  In addition, unlike wages in 
China, which have risen exponentially, according to the Boston Consulting Group, Mexico’s labor costs have grown 
at a relatively stable pace over the past three years.  We believe our Underlying Properties in northern and central 
Mexico are positioned to capitalize on what we view as the twin engines of economic growth in Mexico: domestic 
consumption and exports of manufactured goods. 

Acquisitions and Organic Growth:  We believe our operating structure provides us with unique 
flexibility to implement our growth strategy via both acquisitions and organic growth.  We believe our capital 
structure and financial position, as well as our ability to leverage PREI’s acquisition expertise, differentiate us from 
our competitors.  PREI Latin America currently manages eight institutional funds and has significant experience 
acquiring and developing properties across real estate asset types and geographic markets.  See “ ─Our Institutional 
Relationships.”  While we are being formed to capitalize on existing and future growth opportunities within the 
industrial real estate sector, we intend to actively target asset types and markets that exhibit favorable long-term 
economic fundamentals and supply-demand characteristics that can add substantial value to the portfolio.  Our 
Advisor has a long track record and experience in acquiring portfolios and in property development, which 
positively positions us for growth through land reserve development and acquisitions of real estate in the industrial 
and other complementary sectors. 

Acquisitions:  We plan to utilize our network of industry contacts and our knowledge of markets within 
Mexico to acquire competitive stabilized properties in core markets.  The real estate industry in Mexico is 
fragmented, largely consisting of small and medium-sized participants with limited access to capital or exit 
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opportunities.  We believe that a robust pipeline of attractive properties will be available to us as smaller 
real estate owners take advantage of this liquidity opportunity.  Given our size, geographic reach and 
enhanced access to capital as a public entity, we believe we have an opportunity to act as a consolidator of 
industrial properties in Mexico.  See “Policies with Respect to Certain Activities ─Investment Policies.” 
Our and our Advisor’s experienced management teams remain committed to our best practice approach to 
underwriting and analyzing transactions that fit our investment criteria and generate attractive risk-adjusted 
returns.  In each transaction, we intend to continue to utilize best practices, existing relationships, and the 
expertise and resources of our Advisor to execute on a disciplined acquisition strategy. 

Organic Growth:  We intend to maximize the cash flows from our Underlying Properties by leasing 
currently vacant space, increasing rental rates through contractual rate increases, pursuing expansion 
opportunities and repositioning our properties. 

Growth in occupancy:  As of December 31, 2012, our Initial Portfolio was approximately 88.2% 
occupied, leaving approximately 2.3 million square feet available for lease.  We intend to increase 
our portfolio occupancy through the strategic deployment of capital in the form of tenant 
improvements while continuing to be competitive on amenities, building quality and rental rate. 

Contractual rental rate increases:  Our current leases generally contain contractual annual rental 
rate increases linked to an inflation index, typically the U.S. Consumer Price Index for U.S. 
Dollar-denominated leases and the Mexican inflation rate for Mexican Peso-denominated leases. 

Expansion opportunities driven by existing tenant relationships:  We frequently expand existing 
facilities to accommodate the growing needs of our tenants on adjacent land, which we categorize 
as “Expansion-Potential Land” and are part of our land reserves.  As of December 31, 2012, our 
Initial Portfolio had sufficient land to provide for 12 warehouse expansions, which together 
represent 1.9  million square feet Expansion-Potential Land for development and 1.0 million 
square feet of Buildable GLA.  During 2012, we developed expansions for four tenants for a total 
of approximately 329,000 square feet of GLA on Expansion-Potential Land.  We believe our 
strong tenant relationships and roster provide us with future growth opportunities through 
expansion. 

Repositioning of assets and recycling of capital:  We believe that we can increase returns by 
strategically targeting assets to be repositioned within markets where demand characteristics and 
tenant needs have changed.  As of December 31, 2012, our Initial Portfolio included 18 properties 
with 2.5 million square feet of GLA classified as Repositioning Properties, representing 12.4% of 
our total GLA. 

Strategic Land Bank to Ensure Future Growth:  Within our Initial Portfolio, we have 14 strategically-
located land reserve parcels across nine geographic markets that provide us with a pipeline of build-to-suit or 
prospective development projects to support our growth strategy.  We believe the diversification, existing 
infrastructure and location of our land reserve parcels will provide us with attractive risk-adjusted returns.  We 
believe these land reserve parcels can support, in the aggregate, approximately 7.5 million square feet of Buildable 
GLA.  Given our existing relationship with Local Property Managers and the size and geographical diversification 
of our Initial Portfolio, we have the ability to deploy several local developers simultaneously in different markets, 
providing us with the opportunity to increase scale while maintaining control and oversight of each investment.  
Compared to other real estate segments, the inherent characteristics of industrial developments, coupled with our 
efficient development practices, result in lower capital expenditures and shorter gestation cycles.  In our experience, 
the time required to develop an industrial facility is substantially less than the time required to develop typical retail 
or office properties.  Once developed and stabilized, these assets can serve as a recurrent source of long term and 
stable cash flow revenue stream.  For more information regarding our land reserve parcels, see “Business and 
Properties—The Underlying Properties—Land Held for Future Development.” 
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Our Initial Portfolio 

Upon completion of the Formation Transactions following the Global Offering, our Initial Portfolio will be 
comprised of 132 developed industrial facilities and 14 land reserve parcels.  The table below sets forth relevant 
information with respect to the properties in our Initial Portfolio as of December 31, 2012. 

State 

 
Number of 
Properties 

Total GLA 
(sq. ft.) 

Percentage of 
Portfolio 

GLA 
Occupancy 

Percentage(1) 

Annualized 
Base Rent  

(thousands of 
US$) 

Percentage of 
Annualized 
Base Rent 

 
Cuautitlán Izcalli 13 3,819,991 19.3% 99.1% $20,091 24.6% 

Ramos Arizpe / Saltillo 13 2,263,969 11.4% 100.0% $9,501 11.6% 

Other Bajío Markets(2) 15 1,963,062 9.9% 98.4% $8,442 10.3% 

Ciudad Juárez 18 2,110,619 10.6% 85.6% $6,966 8.5% 

Other Markets(4) 11 2,042,450 10.3% 89.0% $8,087 9.9% 

Querétaro 12 1,994,714 10.1% 90.2% $8,703 10.6% 

Guadalajara 5 1,293,230 6.5% 80.1% $5,599 6.8% 

Other Border Cities(3) 13 1,571,234 7.9% 64.1% $4,510 5.5% 

Tijuana 12 975,684 4.9% 71.7% $3,431 4.2% 

Monterrey 10 896,273 4.5% 64.2% $2,696 3.3% 

Toluca 10 905,811 4.6% 86.1% $3,633 4.4% 

Subtotal 132 19,837,037 100.0% 88.2% $81,659 99.8% 

Land reserve parcels 14 - - - $144 0.2% 

Total 146 19,837,037 100.0% 88.2% $81,803 100.0% 

 

(1) Percentage of Total GLA occupied by tenant as of December 31, 2012. 
(2) Other Bajío Markets includes Aguascalientes, Celaya, San Luis Potosí and Silao.  Does not include Querétaro and Guadalajara. 
(3) Other Border Cities includes Ciudad Acuña, Matamoros, Nuevo Laredo and Reynosa. 
(4) Other Markets includes Casas Grandes, Chihuahua, Durango, Hermosillo, Huehuetoca, Puebla and Villahermosa. 

For a complete list of the Underlying Properties, please see Annex A. 

Formation Transactions 

Upon completion of the Global Offering, we will have engaged in a series of transactions, which we refer 
to as our Formation Transactions, by which we will form our Initial Portfolio.  Pursuant to the Formation 
Transactions and subject to the condition precedent of the completion of the Global Offering, (i) the Contributing 
Trusts will transfer beneficiary rights with respect to the Underlying Properties to the CPO Trusts in exchange for 
CPOs; (ii) the Contributing Trusts will transfer such CPOs to us in exchange for aggregate compensation of a cash 
payment of US$292.4 million and 85,314,635 CBFIs (44,355,000 of which will be withheld pending the exercise of 
the over-allotment option); (iii) the Contributing Trusts will, in turn, distribute the cash proceeds and, after a lock-up 
period, the CBFIs to the original investors of our predecessor entities; (iv) we will use a portion of the net proceeds 
of the Global Offering to repay in part the JP Morgan Facility and in full the Citibank Facility and Cuautitlán 
Facility; and  (v) we have executed and expect to draw down a portion of the Revolving Facility.  As holder of the 
CPOs, we will be the beneficial owners of the Underlying Properties and responsible for their development and 
management.  For further information, see “Structure and Formation.” 
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Below is a diagram outlining the result of our Global Offering and our Formation Transactions: 

 
 1 Following the Global Offering, the CPO Trusts hold interest in the 19 Underlying Property Trusts, which in turn hold the 

beneficial interests in the 146 Underlying Properties. 

 
The significant elements of the Formation Transactions undertaken in connection with the Global Offering 

include: 

 our formation; 

 our acquisition of the CPOs; 

 the signing of the Management Agreement with our Management Subsidiary; and 

 the entry into the Advisory Agreement with our Advisor. 

Our Institutional Relationships 

Prudential, founded in 1875, has been managing assets for more than 135 years and is among the world’s 
largest financial services institutions.  As of December 31, 2012, Prudential’s assets under management totaled 
US$1.06 trillion.  Through PREI, Prudential has an established history in the real estate investment business in the 
United States, Europe, Middle East, Asia and Latin America.  With a strong global presence and a team of highly 
qualified industry specialists, PREI managed approximately US$51.2 billion in gross assets (US$34.6 billion net of 
indebtedness) as of September 30, 2012 and served approximately 490 clients.  PREI complements this global 
capability through partnerships with leading industrial developers, managers and brokers in the regions in which it 
does business, not only to benefit from their local experience but also to assist PREI in identifying additional 
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potential investments.  In 2003, PREI through its subsidiary PREI Latin America launched its first industrial and 
residential real estate funds in Mexico.  By 2010, with the launch of Prumex Industrial, PREI Latin America’s first 
public and third industrial fund, it had raised eight real estate funds in Mexico, three of which were exclusively 
dedicated to industrial real estate and two of which were our predecessor entities.  In the past, PREI Latin America 
has agreed to be bound, and to bind its affiliates, by certain temporary exclusivity commitments, including in respect 
of acquiring and developing industrial real estate assets.  See “Certain Relationships and Related Transactions 
─Conflicts of Interest ─Prumex Industrial.” 

PREI Latin America’s team of specialists have expertise in institutional investment management, Mexican 
and international investment banking with a focus on the real estate sector, real estate consulting, acquisition and 
transaction execution, and the development and management of real estate properties.  As of December 31, 2012, 
PREI Latin America maintained management centers in Mexico City and Sao Paulo, and as of September 30, 2012 
managed more than US$2.6 billion in committed capital and US$3.6 billion in gross assets under management 
(approximately US$2.4 billion net), making it the third largest industrial real estate portfolio in Mexico and the 15th 
largest investment manager worldwide. 

As an affiliate of PREI, our Advisor has access to PREI Latin America’s vertically integrated real estate 
platform, deep industry relationships, market intelligence and execution capabilities and will participate in our 
management and operations.  We believe that our relationship with PREI and PREI Latin America provide us with 
significant advantages in sourcing, evaluating, underwriting, acquiring, developing, leasing and managing 
properties. 

Our Organizational Structure 

The following chart shows our anticipated governance structure after giving effect to our Formation 
Transactions: 
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Recent Developments 

Between January 1 and March 15, 2013, we 

 entered into three new leases, representing a total of approximately 192,000 square feet;   

 renewed five lease agreements for a total of approximately 410,000 square feet;   

 signed an expansion lease with a current tenant with an expiration date in May 2020, which 
requires the development of an additional 32,852 square feet of GLA in our San Luis Potosí 
submarket; 

 sold two lots in the Monterrey submarket with an aggregate of approximately 245,000 square feet 
of land;  

 sold two lots in the San Luis Potosí submarket with an aggregate of approximately 176,000 
square feet of land; and 

 have been considering, through an affiliate of our Advisor, a real estate acquisition opportunity in 
respect of which a non-binding letter of intent may be executed in the near term.  Any definitive 
agreement would be subject to standard confidentiality provisions.  The potential acquisition is 
subject to ongoing negotiations and the satisfaction of certain conditions, including the approval 
of a majority of the holders of our CBFIs, which is required for acquisitions representing 20% or 
more of the value of our assets.  We cannot assure you that this opportunity will result in a 
definitive agreement, that the holders of our CBFIs will approve the transaction, that the 
acquisition will be consummated or that the acquisition will meet our strategic goals or 
expectations.  

The Underlying Properties 

Upon completion of the Formation Transactions, our existing portfolio will comprise 114 Core Properties, 
18 Repositioning Properties and 14 land reserve parcels held for future development, for a total of 146 Underlying 
Properties.  Our total portfolio consists of 136 tenants and 180 lease agreements across 25 geographic markets in 
Mexico.  In total, the portfolio has 19.8 million square feet in completed GLA and 7.5 million square feet in 
Buildable GLA.  The table below sets forth relevant information with respect to the properties in our Initial Portfolio 
as of December 31, 2012. 

Status 
Number of 
Properties 

Completed 
GLA 

(sq. ft.) 

% of 
Portfolio 

GLA 
Occupancy 
Percentage 

Land 
Reserve 
Parcels 
(sq. ft.) 

Potential 
GLA 

 (sq. ft.) 
Core Properties 114 17,378,434 87.6% 93.6% 962,388 537,830 
Repositioning Properties 18 2,458,603 12.4% 50.6% 963,847 481,923 

Subtotal existing properties 132 19,837,037 100.0% 88.2% 1,926,235 1,019,753 
Land reserve parcels 14 - - - 19,351,024 7,513,510 

Total 146 19,837,037 100.0% 88.2% 21,277,259 8,533,263 

 
We believe our focus on industrial properties has positioned us to address and benefit from a limited supply 

of modern industrial and logistics facilities in Mexico.  We believe a large proportion of industrial facilities in 
Mexico are outdated and unable to keep pace with the strong economic development anticipated in Mexico.  We 
have developed, and intend to continue developing properties with modern features such as wide column spacing, 
large floor plates, high ceilings, office space, large depth Loading Docks and good vehicular access.  We believe the 
quality of our properties coupled with our scale distinguishes us from our competitors in Mexico. 
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Core Properties 

Our Core Properties have consistently produced strong cash flow and are considered by us to be critical to 
our portfolio.  We define Core Properties as new facilities or facilities that have historically shown strong leasing 
activity, renewal probabilities in the 60% to 70% range, vacancy of less than nine months or NOI margin at or above 
90%. 

Our Core Properties are well-diversified and strategically located in favorable industrial markets, which we 
believe positions us to take advantage of rebounding macroeconomic conditions and improved occupancy and rental 
rates.  As of December 31, 2012, our Core Properties were 93.6% occupied, with the vacancy attributable to an 
excess supply of industrial real estate properties as a result if the global financial crisis.  We saw strong leasing 
activity within our Core Portfolio during 2012 and expect that a majority of the currently-available space will likely 
be occupied within six to nine months.  Through our on-the-ground portfolio management team and in-place 
infrastructure, we intend to execute our leasing marketing program, which includes maintaining close ties to Local 
Property Managers, anticipating rollovers on existing lease agreements and signing new leases on attractive terms.   

The following table presents a summary of our Core Properties by target market as of December 31, 2012. 

Market 

Number 
of 

Properties 
Total GLA 

(sq. ft.) 

Percentage 
of 

Portfolio 
GLA 

Leased 
Area 

(sq. ft.) 
Occupancy 

Percentage(1) 

Annualized 
Base Rent 
(thousands 

of US$) 

Annualized 
Base Rent 
per leased 

sq. ft. (US$) 

Guadalajara 4 1,112,030 5.6% 1,036,176 93.2% $5,599 $5.40 
Cuautitlán Izcalli 13 3,819,991 19.3% 3,786,698 99.1% $20,091 $5.31 
Other Border Cities(2) 7 868,306 4.4% 696,306 80.2% $3,459 $4.97 
Monterrey 7 613,270 3.1% 496,761 81.0% $2,399 $4.83 
Querétaro 11 1,448,280 7.3% 1,253,269 86.5% $6,316 $5.04 
Tijuana 10 776,526 3.9% 599,729 77.2% $3,052 $5.09 
Toluca 10 905,811 4.6% 780,169 86.1% $3,633 $4.66 
Ciudad Juárez 15 1,766,840 8.9% 1,761,901 99.7% $6,743 $3.83 
Other Markets(3) 10 1,985,478 10.0% 1,798,113 90.6% $7,989 $4.44 
Ramos Arizpe / 
Saltillo 12 2,118,840 10.7% 2,118,840 100.0% $8,802 $4.15 
Other Bajío Markets(4) 15 1,963,062 9.9% 1,930,770 98.4% $8,442 $4.37 

Total 114 17,378,434 87.6% 16,258,731 93.6% $76,524 $4.71 

 

(1) Occupancy percentage of Total GLA as of December 31, 2012. 
(2) Other Border Cities include Ciudad Acuña, Matamoros, Nuevo Laredo and Reynosa. 
(3) Other Markets include Casas Grandes, Chihuahua, Durango, Hermosillo, Huehuetoca, Puebla and Villahermosa. 
(4) Other Bajío Markets include Aguascalientes, Celaya, San Luis Potosí and Silao.  Does not include Querétaro and 

Guadalajara. 

Repositioning Properties 

Similar to our Core Properties, we believe our Repositioning Properties are located within markets that 
display strong long term growth prospects with respect to location, available infrastructure and a qualified labor.  
Our Repositioning Properties are generally defined as properties that have been successful in terms of location and 
layout features with a history of at least one long term lease agreement, and recent occupancy rate levels below 60%, 
representing a growth opportunity for rental incomes through the investment in improvements and/or changes in 
utilization.  We believe these properties need to be repositioned or refurbished to better accommodate new tenants 
and expect these properties will require an approximate investment of US$1.00 to US$5.00 per square foot to 
become competitive in the marketplace.  These improvements are expected to include, in most cases, general 
maintenance, repairs and refurbishment to modernize the properties making them more attractive and functional for 
new users.  Additionally, we may allocate capital to tenant improvements to attract new tenants or change the 
properties’ current function from manufacturing to distribution or vice versa.  We view our Repositioning Properties 
as integral parts of our Initial Portfolio, which we expect to generate increased rental revenue in the future. 
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Most of our Repositioning Properties are located in the largest and most strategic manufacturing markets in 
Mexico, where industrial expertise has been developed and economic activity is closely tied to the U.S. market.  
These markets house multiple sectors, including automotive, home appliance, electronics and medical devices, and 
most of the production caters to U.S. consumption.  These markets remain critical to the economic growth in 
Mexico, although in recent years the global financial crisis affected the demand for space in most of these markets, 
as some companies had to close, reduce, relocate or consolidate operations.  Despite the temporary slowdown of 
these markets, we believe our Repositioning Properties in these markets are attractive in terms of their location and 
connectivity for companies seeking manufacturing efficiencies and supply chain risk mitigation. 

As of December 31, 2012, our Repositioning Properties had more than 1.2 million square feet in available 
GLA, which we intend to leverage with our on-the-ground portfolio management team to selectively reposition and 
drive incremental cash flow.  The following table presents a summary of our Repositioning Properties by target 
market as of December 31, 2012. 

Market 
Number of 
Properties 

Total 
GLA  

(sq. ft.) 

Percentage  
of Portfolio 

GLA 

Available 
GLA 

(sq. ft.) 
Occupancy 

Percentage(1) 

Annualized 
Base Rent 
(thousands 

of US$) 

Annualized 
Base Rent 
per leased 

sq. ft. (US$) 

Other Markets(2) 1 56,972 0.3% 38,232 33% $98 $5.24 
Ramos Arizpe / 
Saltillo 1 145,129 0.7% - 100% $699 $4.82 
Tijuana 2 199,158 1.0% 99,192 50% $379 $3.79 
Ciudad Juárez 3 343,779 1.7% 299,779 13% $224 $5.09 
Monterrey 3 283,003 1.4% 204,373 28% $297 $3.78 
Guadalajara 1 181,200 0.9% 181,200 - - - 
Queretaro 1 546,434 2.8% - 100% $2,387 $4.37 
Other Border Cities(3) 6 702,928 3.5% 392,071 44% $1,050 $3.38 

Total 18 2,458,603 12.4% 1,214,847 51% $5,135 $4.13 

 

(1)  Occupancy percentage of Total GLA as of December 31, 2012. 
(2) Other Markets includes Hermosillo. 
(3) Other Border Cities includes Nuevo Laredo and Reynosa. 

Land Held for Future Development 

Our Initial Portfolio has 14 land reserve parcels held in locations and markets that we believe have 
traditionally offered high levels of demand relative to supply for industrial space, strong industrial activity and high 
growth potential.  Given our history of developing high-quality industrial real estate properties, we intend to follow 
and leverage our Advisor’s best practices to develop industrial parks similar to the ones affiliates of PREI developed 
in Cuautitlán Izcalli, Querétaro and Toluca.  In general, we expect that our development cost of our land reserves 
will be approximately US$32 per square foot and that we will generate an additional US$1 of NOI for every US$10 
invested in land development. 

The following table presents a summary of our land reserve parcels by target market as of December 31, 
2012. 

Market 
Number of 
properties Land reserves (sq. ft.) Buildable GLA (sq. ft.) 

Ciudad Juárez 3 2,993,782 1,108,053 
Cuautitlán Izcalli 1 765,267 253,524 
Monterrey 3 5,193,262 2,251,598 
Ramos Arizpe / 
Saltillo 1 266,448 106,579 
Bajio(1) 2 476,413 238,207 
Other Border 
Cities(2) 1 501,064 250,926 
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Market 
Number of 
properties Land reserves (sq. ft.) Buildable GLA (sq. ft.) 

Other Markets(3) 3 9,154,788 3,304,623 

Total 14 19,351,024 7,513,510 

 

(1) Bajío includes Aguascalientes, Celaya, San Luis Potosí and Silao. 
(2) Other Border Cities includes Ciudad Acuña, Matamoros, Nuevo Laredo and Reynosa. 
(3) Other Markets includes Atitalaquia, Casas Grandes, Chihuahua, Durango, Hermosillo, Huehuetoca, Puebla and 

Villahermosa. 

In addition to the land reserve parcels mentioned above, our Initial Portfolio had 12 properties (already 
categorized as Core Properties or Repositioning Properties) as of December 31, 2012 with near-term expansion 
potential.  We believe the expansion potential at these 12 properties is approximately 1.0 million square feet of 
buildable GLA.  This potential presents a compelling near-term opportunity to increase our portfolio presence and 
scale via either expanding current facilities to support our current tenants’ growth objectives, or by developing new 
and independent buildings.  The following table presents a summary of our properties with expansion potential as of 
December 31, 2012. 

Market 

Number 
of 

properties Land reserves (sq. ft.) Buildable GLA (sq. ft.) 

Bajio(1) 6 590,005 283,167 
Ciudad Juárez 1 116,000 58,000 
Cuautitlán Izcalli 1 185,057 161,000 
Hermosillo 1 663,847 331,923 
Ramos Arizpe / Saltillo 2 71,326 35,663 
Reynosa 1 300,000 150,000 

Total 12 1,926,235 1,019,753 

 

(1) Bajío includes Aguascalientes, Celaya, San Luis Potosí and Silao. 

Tenant Diversification 

As of December 31, 2012, our Initial Portfolio had approximately 180 independent lease agreements with 
tenants that include international, national, regional and local companies.  Over 27% of the Underlying Properties 
housed multiple tenants, as of December 31, 2012, which, in addition to our geographic diversification, facilitates 
long term stability. 

Our ten largest tenants by GLA occupied approximately 5.9 million square feet, or 33.6% of the total 
leased GLA of our Initial Portfolio and represented approximately 34.0% of Annualized Base Rents, as of December 
31, 2012, with no single tenant accounting for more than 7.4% of total leased GLA of our Initial Portfolio or more 
than 7.7% of Annualized Base Rents, in each case as of December 31, 2012.  The following table sets forth 
information regarding the ten largest tenants by leased GLA in our properties based on rental income as of 
December 31, 2012. 

 
 
Tenant Tenant Industry 

 
 

Market 
Number  
of Leases 

GLA  
(thousands  
of sq. ft.) 

Percentage of 
Total Leased 

GLA 
Kuehne & Nagel Logistics and Trade Cuautitlán Izcalli 7 1,298.9 7.4% 
La-z-Boy Consumer Goods Ramos Arizpe 1 689.3 3.9% 
Flextronics Industrial Goods Aguascalientes 2 683.1 3.9% 
Chedraui Non-durable Consumer Goods Villahermosa 1 650.8 3.7% 
Omnilife Non-durable Consumer Goods Guadalajara 1 603.3 3.4% 
Cervecería Consumer Goods Querétaro 2 546.4 3.1% 
Leoni Automotive Durango 3 395.8 2.3% 
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Tenant Tenant Industry 

 
 

Market 
Number  
of Leases 

GLA  
(thousands  
of sq. ft.) 

Percentage of 
Total Leased 

GLA 
Cummins Automotive San Luis Potosí 2 351.4 2.0% 
Mattel Consumer Goods Cuautitlán Izcalli 1 344.2 2.0% 
Ride Control Automotive Querétaro 2 322.6 1.8% 
 Top 10 Tenants Total  22 5,885.9 33.6% 
 Remaining Tenants  158 11,616.6 66.4% 
 Total  180 17,502.5 100.0% 

 
Our Initial Portfolio is diversified by industry of the tenant and is also split between distribution and light 

manufacturing properties with 47.5% of our total leased GLA utilized for distribution, regional warehousing and 
bulk warehousing and 52.5% of our total leased GLA utilized for manufacturing, as of December 31, 2012, 
providing us with a combination of diversification and stability.  Our manufacturing tenants typically engage in 
manufacturing and assembling products for export and targeted industries include the automotive, construction, 
electronics, electrical equipment, packaging and textile sectors.  Our distribution tenants, on the other hand, are 
primarily engaged in the logistics of warehousing and distributing imported goods.  Our tenants are well diversified 
and operate across a variety of industries, including the automotive, electronic, consumer goods, industrial goods 
and logistics and trade sectors, among others.  We target tenants that either benefit from Mexico’s proximity to the 
United States or distribute goods to Mexican consumers. 

The following table sets forth information relating to our portfolio as categorized by industry and property 
type, as of December 31, 2012. 

 Manufacturing Distribution Total 

Industry 
Number of 

Leases 

GLA  
(thousands 
of sq. ft.) 

Number of 
Leases 

GLA 
 (thousands 

of sq. ft.) 
Number of 

Leases 

GLA 
 (thousands 

of sq. ft.) 

Automotive 37 3,636 6 630 43 4,266 
Consumer Goods 15 1,779 24 2,262 39 4,040 
Industrial Goods 43 3,524 16 959 59 4,483 
Logistics and Trade 1 28 27 2,882 28 2,910 
Non-Durable Consumer Goods 2 217 9 1,587 11 1,803 

Total 98 9,183 82 8,320 180 17,502 

 
Certain key differences exist between our manufacturing and distribution tenants.  Generally, 

manufacturing tenants require more capital expenditure and improvements to the property in order to tailor their 
production process.  This additional investment increases relocation costs for manufacturing tenants so their 
investment and operational decisions tend to have a longer-term vision as compared to distribution tenants.  As a 
result, we view our manufacturing properties as longer-term investments, enter into longer leases with 
manufacturing tenants and seldom experience early termination of such leases.  In contrast, we experience greater 
turnover with our distribution tenants due to their shorter leases and the lower exit costs. 

Geographic Diversification 

The properties in our Initial Portfolio are located in 25 metropolitan areas in 16 states, primarily in the 
central, Bajío and northern regions of Mexico.  These geographic zones represent highly industrialized areas with 
positive demographic trends, including population growth and employment growth, robust infrastructure and vast 
communication networks.  Within the metropolitan area, the properties are distinguished by their location in well-
located industrial parks, on or near airports and highways, including the NAFTA corridor, and with railway access.  
We believe that the geographic diversification within Mexico of our Initial Portfolio mitigates our dependency on 
any given area or regional economy.  Given that the northern region of Mexico houses predominantly manufacturing 
activities and the central region houses mainly distribution activities, geographic diversification also reduces our 
exposure to one specific industrial sector. 
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The following map illustrates the presence of our Initial Portfolio in Mexico. 

 

Our Initial Portfolio is well-diversified by market, with no more than 19.3% of our total GLA exposed to a 
single geographic market, while only one market represented more than 10.6% of our total Annualized Base Rent as 
of December 31, 2012.  States that share a border with the United States, which we believe have natural advantages 
as a result of proximity; represent 42.3% of total GLA, as of December 31, 2012. 
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The following table sets forth the total GLA per city as of December 31, 2012. 

City(1) 
Total GLA 

(sq. ft.) 
Percentage of 

Portfolio 

Annualized Base 
Rent  

(thousands 
of US$) 

Percentage of 
Portfolio 

Cuautitlán Izcalli 3,819,991 19.3% $20,091 24.6% 
Ciudad Juárez 2,110,619 10.6% $6,966 8.5% 
Querétaro 1,994,714 10.1% $8,703 10.6% 
Ramos Arizpe 1,893,554 9.5% $7,654 9.4% 
Guadalajara 1,293,230 6.5% $5,599 6.8% 
Tijuana 975,684 4.9% $3,431 4.2% 
Monterrey 896,273 4.5% $2,696 3.3% 
Toluca 905,811 4.6% $3,633 4.4% 
Reynosa 889,601 4.5% $1,879 2.3% 
San Luis Potosí 933,874 4.7% $3,549 4.3% 
Villahermosa 650,761 3.3% $3,271 4.0% 
Aguascalientes 747,806 3.8% $3,294 4.0% 
Nuevo Laredo 445,953 2.2% $1,326 1.6% 
Saltillo 370,415 1.9% $1,847 2.3% 
Durango 395,812 2.0% $1,543 1.9% 
Hermosillo 279,527 1.4% $931 1.1% 
Huehuetoca 229,551 1.2% $327 0.4% 
Chihuahua 215,660 1.1% $1,177 1.4% 
Puebla 184,703 0.9% $712 0.9% 
Silao 165,382 0.8% $911 1.1% 
Ciudad Acuña 155,680 0.8% $833 1.0% 
Celaya 116,000 0.6% $688 0.8% 
Casas Grandes 86,436 0.4% $269 0.3% 
Matamoros 80,000 0.4% $472 0.6% 

Total 19,837,037 100.0% $81,803 100.0% 

 

(1) We also have a land reserve parcel in the city of Atitalaquia.  See “—Land Held for Future Development.” 

Top Markets 

We believe our Initial Portfolio has a strong presence in the most important industrial hubs in Mexico.  The 
following is a summary of our top markets of Cuautitlán Izcalli, Ciudad Juárez, Querétaro, Ramos Arizpe, 
Guadalajara, Tijuana and Monterrey, as ranked by GLA as of December 31, 2012: 

 Cuautitlán Izcalli (Central Region).  Located approximately 20 miles north of Mexico City and part 
of the Mexico City Metropolitan Area (Distrito Federal), one of the largest metropolitan areas in the 
world, with a population in excess of 20 million people.  New industrial development is driven by the 
relocation of U.S. manufacturing companies and increased domestic demand for goods and services.  
The Cuautitlán Izcalli market primarily attracts logistics and distribution companies looking to reduce 
operating costs. 

 Ciudad Juárez (Northern Region).  One of the top manufacturing markets in Mexico and the largest 
industrial real estate market along the United States/Mexico border.  Ciudad Juárez shares a border 
with El Paso, TX and has become one of the busiest commercial trade and passenger traffic areas in 
the world since Mexico introduced the maquiladora program in 1964 and the ratification of NAFTA in 
1994.  This market’s strengths included an unmatched transportation infrastructure and a highly skilled 
and productive workforce. 
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 Querétaro (Bajio Region).  Querétaro is one of Mexico’s key transportation hubs, located equidistant 
from Monterrey, Guadalajara and Mexico City with good access to the international ports of 
Manzanillo and Tampico on the Pacific Ocean and Atlantic Ocean, respectively.  The region’s 
economy currently experiences strong growth that we expect will continue for the long term due to 
investment from high-tech corporations, particularly in the aerospace sector. 

 Ramos Arizpe (Northern Region).  Submarket of Saltillo, the capital city of the State of Coahuila, 
which ranks second in Mexico in terms of amount of international exports.  The Satillo/Ramos Arizpe 
region is a key center for the global automotive industry and produces approximately one of every ten 
gasoline engines in North America.  This market is located 189 miles south of the United States border 
of Laredo, TX and offers highly trained workforce, existing production infrastructure, access to large 
demographic markets and an extensive supplier base.  Ramos Arizpe has experienced steady growth 
that we expect will continue for the medium-term. 

 Guadalajara (Bajio Region).  The second-largest city in Mexico and one of the ten largest cities in 
Latin America in terms of GDP.  Guadalajara is one of Mexico’s most strategic markets, with a highly 
skilled and capable workforce, strong transportation network and access to suppliers.  This market has 
experienced significant development and investment in shopping malls and thus has become one of the 
strongest retail hubs in Mexico.  Guadalajara continues to be a target of new investment from retail, 
metal, textile, electronics and software corporations. 

 Tijuana (Northern Region).  Located in the northwestern section of Baja California, 17 miles south of 
San Diego, California.  The Tijuana market has two of the most important ports on entry into Mexico, 
which combine for approximately 7.3% of Mexico’s import/export transactions as of December 2012.  
Tijuana’s geographic location makes it an ideal location for manufacturing and commerce, and its 
proximity to San Diego helps companies attract qualified management and mitigate transportation 
costs.  6.7% of the market’s production is in electronics and their components as it has been a targeted 
location for several Japanese and Korean electronics corporations. 

 Monterrey (Northern Region).  Located in the northeastern state of Nuevo León, Monterrey and its 
metropolitan area is the third most populous in Mexico and is also one of the wealthiest.  Monterrey 
has been a key investment location for international corporations, such as Sony, Toyota, Dell, Boeing, 
General Electric, largely due to the ratification of NAFTA in 1994.  These investments have allowed 
Monterrey to have the highest per capita income in Mexico, a modern infrastructure and well-educated 
work force.  Monterrey’s large industrial production is currently driven by its proximity to the U.S. 
border and increased domestic demand for goods and services. 

The Underlying Properties benefit from strong occupancy rates and in certain regions, including Bajío, 
Cuautitlán Izcalli, and Ramos Arizpe, we have generated above-market occupancy rates.  In Cuautitlán Izcalli and 
Ramos Arizpe, which together represent approximately 28.8% of the total GLA of our Initial Portfolio as of 
December 31, 2012, above-market occupancy rates have been driven by the competitive and below-market 
Annualized Base Rents we have offered our valuable tenants.  With respect to these properties, we will have the 
opportunity to lease-up or renew the leases with existing tenants at higher rates as they expire.  In contrast, in other 
cities, such as Querétaro, Monterrey, Toluca and Reynosa, our occupancy levels are below-market and in these cities 
our business strategy involves obtaining new tenants for our existing vacant properties.  In general, in markets where 
our in-place average rent is below market levels, we believe we will be presented with the opportunity of renewing 
our lease agreements at a higher Annualized Base Rents.   
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The following tables set forth relevant information related to market rents and lease expirations by market 
as of December 31, 2012. 

 Our Core Properties Percent Leased 

Market 
Leased Area 

(sq. ft.) 

Leased Area 
Expiring before 

2014 (sq. ft.) 

Annualized Base 
Rent per leased 

sq. ft. (US$) 
Our Core 
Properties 

Market 
Average 

Cuautitlán Izcalli 3,786,698 1,945,048 $5.31 99.1% 97.0%(1)

Ramos Arizpe 2,118,840 438,959 $4.15 100.0% 95.5% 
Ciudad Juárez 1,761,901 602,284 $3.83 99.7% 84.5% 
Querétaro 1,253,269 920,718 $5.04 86.5% 97.7% 
Guadalajara 1,036,176 307,979 $5.40 93.2% 95.9% 
Tijuana 599,729 250,850 $5.09 77.2% 88.5% 
Toluca 780,169 514,705 $4.66 86.1% 98.5% 
Monterrey 496,761 439,266 $4.83 81.0% 91.9% 

 

(1) The Mexico City market average is used as an approximation of the Cuautitlán Izcalli market average. 

Lease Expirations 

We take a proactive approach with respect to leasing and leveraging the market intelligence of our Local 
Property Managers, as well as our Advisor’s experienced management team, to build relationships with potential 
tenants that would complement our current customer base as space becomes available.  The Underlying Properties 
are typically Triple Net Leases to corporate tenants for terms ranging from five to seven years for manufacturing 
tenants and three to five years for distribution tenants, with a weighted average term of 3.4 years as of December 31, 
2012. 

We have strategically staggered our lease terms and expirations so as to maintain lease stability during our 
Formation Transactions and immediately following the Global Offering.  Leases associated with 39.9% of our 
Annualized Base Rents and approximately 38.9% of our leased GLA will expire before the end of 2014, however.  
Accordingly, a critical component of our growth strategy is to rollover our expiring leases at higher rents.  The 
following table sets forth information with respect to the lease expiration of our properties by GLA and Annualized 
Base Rents as of December 31, 2012. 

Lease Expiration Year 

Number of
Expiring 
Leases 

GLA of  
Expiring 
Leases 

(thousands  
of sq. ft.) 

Percentage 
of Portfolio 

Annualized 
Base Rent 

(thousands of 
US$) 

Percentage 
of Annualized

Base Rent 
2012 (1) ....................................... 1 17.2 0.1% $0 0.0% 
2013 ........................................... 56 4,413.2 25.2% $21,761 26.6% 
2014 ........................................... 25 2,377.8 13.6% $10,908 13.3% 
2015 ........................................... 27 2,235.2 12.8% $10,204 12.5% 
2016 ........................................... 16 1,650.4 9.4% $8,154 10.0% 
2017 ........................................... 11 1,087.4 6.2% $5,253 6.4% 
2018 ........................................... 18 1,259.2 7.2% $5,779 7.1% 
2019 and thereafter .................... 26 4,462.2 25.5% $19,745 24.1% 

Total/Weighted Average ......... 180 17,502.5 100.0% $81,803 100.0% 

 

(1) One lease agreement has not been renewed but continues to be occupied in holdover tenancy. 

In addition to well-staggered lease expirations, we believe the structure of our leases, which primarily 
provide for fixed rental payments in U.S. Dollars, further contributes to the stability of the cash flow provided by 
our Initial Portfolio.  Approximately 91.0% of our Annualized Base Rents are denominated in U.S. Dollars, with the 
remainder denominated in Mexican Pesos.  In addition, 72.8% of our leases, representing 68.1% of our Annualized 
Base Rents, are subject to inflation-indexed adjustments.  Another 18.9% of our leases, representing 23.6% of our 
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Annualized Base Rents have a fixed annual adjustment usually in the range from 1% to 3%.  As of December 31, 
2012, our average Annualized Base Rent per leased square foot was US$4.67. 

Age Distribution 

Our Initial Portfolio is relatively young, with 47 properties or 48.3% of total GLA built less than six years 
ago and another 30 properties or 19.3% of GLA built in the last six to ten years.  The following table sets forth 
information regarding our portfolio age as of December 31, 2012. 

Age 
Number of 
properties GLA (sq. ft.) 

Percentage of 
Total 

Less than 6 years 47 9,585,127 48.3% 
Between 6 and 10 years 30 3,831,438 19.3% 
More than 10 years 55 6,420,472 32.4% 

Total 132 19,837,037 100.0% 

 
Property Size Distribution 

Additionally, we believe that our Initial Portfolio is well diversified by size, providing us with the ability to 
serve different types of tenants.  Furthermore, most of our largest properties have flexibility to accommodate 
multiple tenants.   

The following table sets forth information regarding our portfolio size as of December 31, 2012. 

Size 
Number of 
properties GLA (sq. ft.) 

Percentage of 
Portfolio 

More than 500,000 square feet 6 3,772,484 19.0% 
Between 200,001 and 500,000 square feet 22 5,939,984 29.9% 
Between 100,001 and 200,000 square feet 49 6,864,742 34.6% 
Between 50,000 and 100,000 square feet 37 2,692,003 13.6% 
Less than 50,000 square feet 18 567,823 2.9% 

Total 132 19,837,037 100.0% 

Property Management and Leasing Services 

We believe that focused property management and leasing services are essential to customer retention and 
maximizing operating cash flow and value of our properties.  We have historically contracted local service providers 
to provide such services.  Our Local Property Managers have been employed to manage the Underlying Properties 
and conduct operating and administrative functions, including identifying, leasing and developing properties as well 
as clerical duties such as invoicing and collections.  On-site functions such as maintenance, landscaping, plumbing 
and electrical services were at times performed directly by the Local Property Manager or by a local supplier. 

In selecting Local Property Managers for a specific assignment, the following considerations were taken 
into account: 

(i) the professionals who will be assigned to the project, including their experience with similar properties 
and their ability to devote the required time to such property; 

(ii) the firm’s reputation in leasing and management in the market area, including their work on projects 
that may compete with or be synergistic with such property; 

(iii) the firm’s market research capability and local market knowledge, particularly their understanding of 
such property and its position in the market vis-à-vis competing properties; 
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(iv) the firm’s proposed plan to lease the building,  approach for marketing and their ability to provide in-
house advertising capabilities, which may enhance the cost effectiveness of the overall marketing 
effort; and 

(v) the firm’s track record of effectively dealing with tenants, including tenant retention and overall tenant 
satisfaction with building services. 

We anticipate most of these services will continue to be provided by these Local Property Managers.  
Although, we typically do not enter into fixed term arrangements with our Local Property Managers, in connection 
with the Formation Transactions, we have entered into a three year property management agreement with one of our 
Local Property Managers, which is terminable by us upon payment of the value of the contract.  In addition, with 
respect to one of our Local Property Managers, in the event that the value of the CBFIs increases above the value of 
the cash payment, such Local Property Manager is entitled to the value of such increase up to US$1.5 million.  See 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Contractual 
Obligations and Commitments.”  Our Advisor will continuously evaluate the effectiveness of property management 
and leasing relationships, and will make changes to property assignments as necessary to assure the best 
performance possible. 

Tenant Improvements 

Tenant improvements generally include the need to build office space, additional Loading Docks, parking 
spaces and electrical stations, as well as to tear down walls.  The investment amount is typically up to US$3.00 per 
square foot of GLA for distribution tenants and within US$3.00 to US$5.00 per square foot of GLA for 
manufacturing tenants.  In some cases, a tenant may require more specific improvements such as the installation of 
fire protection or air conditioning systems.  In these cases, the total amount expended on the improvement is 
amortized or financed during the lease term to reflect the fact that the improvement may not be desired by the next 
tenant. 

Development 

We intend to execute a disciplined investment strategy that, on the one hand uses the global resources of 
PREI and, on the other uses the local technical knowledge and relationships that our Advisor and its affiliates have 
in Mexico.  We believe that the expertise of our Advisor’s senior management team provides us with the ability to 
develop and reposition properties and sets us apart from our competitors who focus solely on acquiring properties.  
Our and our Advisor’s senior management teams have experience in all aspects of the development process, 
including site selection and analysis, property design, construction management and working with state and local 
governments on matters such as land use, licenses and permit.  In addition, we will benefit from long-standing 
relationships with Local Property Managers who have particular expertise in the development, operation, 
administration and other activities related to the day-to-day operations of our business. 

In addition to acquisitions, we intend to focus on developing existing land reserves and on our 
Repositioning Properties.  Our Initial Portfolio, as of December 31, 2012, had a total of 21.3 million square feet in 
land reserves available for further development, consisting of 14 land reserve parcels and 12 properties that were 
either Core Properties or Repositioning Properties with expansion possibilities.  We believe these land reserves can 
support, in the aggregate, approximately 7.5 million square feet of Buildable GLA.  Given our existing relationship 
with Local Property Managers and the size and geographical diversification of our Initial Portfolio, we have the 
ability to deploy several local developers at the same time in different markets providing us with the opportunity of 
increasing the size of the portfolio, yet maintaining the control and oversight of each investment. 

Acquisitions 

While our immediate business strategy is to capitalize on the existing and future growth opportunities 
within the industrial real estate sector in Mexico, we may, in the future, expand into other complementary real estate 
sectors.  Affiliates of our Advisor currently manage eight institutional funds and have significant experience across 
real estate asset types and geographic markets.  Based on the experience of our senior management team and our 
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Advisor’s resources, we believe a multi-asset-type strategy better positions us to maximize the value of our portfolio 
and pursue our growth strategies.  We believe asset-class diversification and exposure to other geographic markets 
with well-adjusted risk-return profiles is a natural complement to our existing diversification strategy.  As such we 
continue to target asset types and markets that exhibit favorable long term economic fundamentals and supply-
demand characteristics. 

Disposition of Assets 

In order to qualify as a FIBRA and retain the tax benefits associated therewith, we are subject to various 
requirements, including the requirement that we may not sell any real estate that is constructed or acquired by us for 
a period of at least four years following the completion of the construction or acquisition, as applicable.  Our board 
of directors, however, may elect to dispose of a property during this period if it determines that such disposition 
would be in the best interest of the holders of our CBFIs.  If we were to sell a property during this period, we may be 
subject to adverse tax consequences, which may make a sale of the property less desirable. 

While our long term strategy contemplates acquisitions of assets with an expectation of holding them for an 
extended period, we will continuously evaluate the opportunistic disposition of properties in certain circumstances, 
such as when: 

 we will recognize diversification benefits associated with selling the asset and rebalancing our 
portfolio; 

 returns appear to have been maximized for the asset; and 

 redeploying capital into acquisition, development and redevelopment opportunities might offer higher 
return prospects. 

The determination of whether a particular asset should be sold or otherwise disposed will be made after 
consideration of relevant factors, including prevailing economic conditions, with a view toward maximizing returns 
for holders of our CBFIs.  See “Policies With Respect to Certain Activities—Disposition Policies.” 

Capital Structure 

Our capital structure is designed to finance our acquisition strategies, development, and repositioning.  As 
of December 31, 2012, our pro forma debt to total market capitalization would have been 20.4% based on an initial 
offering price of Ps.28.00 per CBFI.  On a pro forma basis as of December 31, 2012, and giving effect to the use of 
proceeds as set forth under “Use of Proceeds,” we would have had US$403.4  million available in draw down 
capacity to fund our strategies. 

Regulation 

General 

Our properties are subject to various laws, ordinances and regulations.  We believe that we have the 
necessary permits and approvals to operate each of our properties and are in compliance with applicable laws. 

Environmental Matters 

Our operations are subject to the General Law of Ecological Stability and Environmental Protection (Ley 
General del Equilibrio Ecológico y la Protección al Ambiente), or LGEEPA, which establishes the general legal 
framework that regulates the preservation, restoration and protection of the environment in Mexico.  Regulations 
issued pursuant to LGEEPA encompass areas such as ecological planning, environmental risk and impact 
assessment, air pollution, natural protected areas, flora and fauna protection, conservation and rational use of natural 
resources, and soil pollution, among others. 
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In addition, our operations are also subject to the National Waters Law (Ley de Aguas Nacionales), the 
General Waste Prevention and Management Law (Ley General para la Prevención y Gestión Integral de los 
Residuos), the General Sustainable Forest Development Law (Ley General de Desarrollo Forestal Sustentable) and 
the General Wildlife Law (Ley General de Vida Silvestre), among other, and numerous regulations known as 
Official Mexican Standards (Normas Oficiales Mexicanas) which complement the environmental regulations. 

The Ministry of the Environment and Natural Resources (Secretaría de Medio Ambiente y Recursos 
Naturales) and the Federal Attorney General’s Office for the Protection of the Environment (Procuraduría Federal 
de Protección al Ambiente) are the main federal authorities responsible for overseeing, enforcing, formulating and 
implementing the environmental policies in Mexico, including environmental impact authorizations to engage in 
certain activities.  The National Water Commission (Comisión Nacional del Agua) is responsible for administering 
water supply and wastewater discharges within the federal jurisdiction.  In addition, the Mexican state governments 
may issue specific environmental laws and regulations on those matters falling under their respective jurisdictions 
which are not expressly reserved for the federal jurisdiction.  Local ordinances may also be imposed and applied at 
the municipal level.  These federal and local authorities have the power to bring civil, administrative and criminal 
proceedings against companies that breach the applicable environmental laws and may halt a noncomplying 
development. 

Mexico is a party to many international conventions and agreements on environmental protection.  These 
international conventions, upon ratification by the senate, become a part of Mexican law.  Under the North America 
Agreement on Environmental Cooperation, or NAAEC, a side agreement to NAFTA, each NAFTA country, 
including Mexico, must ensure that its environmental laws and regulations are duly enforced.  While NAAEC does 
not empower any of the environmental agencies of the three NAFTA partners to enforce the environmental laws of 
another party, if a NAFTA partner fails to enforce its domestic environmental laws, it may be subject to the dispute 
mechanism created within the NAAEC, which may lead to monetary penalties, and in some cases, to the suspension 
of NAFTA benefits. 

There are currently no material legal or administrative proceedings pending against us with respect to any 
environmental matter.  We believe that our operations comply in all material respects with all applicable 
environmental laws and regulations. 

Corporate Governance 

Our structure is comprised of three entities, each with separate powers and areas of responsibility, amongst 
which the various corporate governance functions have been allocated.  In line with the investment guidelines 
established by our board of directors, our Advisor presents us with strategic and investment recommendations.  Our 
Management Subsidiary implements such advice at its discretion, with the support of the Advisor’s resources.  With 
respect to certain actions, implementation by the Management Subsidiary is subject to approval by our board of 
directors and in some cases the affirmative vote of a majority of the holders of our CBFIs. 

Any CBFI holder or group of holders of CBFIs has the right to appoint one member to our board of 
directors for each 10% of outstanding CBFIs held.  Our board of directors will be comprised of up to 21 members.  
Upon completion of the Global Offering, our initial board of directors will consist of seven members, of which five 
will qualify as independent members.  Following the initial Holders Meeting, the size and composition of our board 
of directors will change to reflect the CBFI ownership at such time.  Our Advisor is contractually entitled to directly 
appoint one member to the board of directors. 

Our board of directors will oversee our wholly-owned Management Subsidiary and also names, employs 
and compensates the executive officers of our Management Subsidiary, including the Chief Executive Officer of our 
business.  Our Management Subsidiary is responsible for driving our growth, establishing our strategic objectives, 
managing our investor relations and creating value for holders of our CBFIs. 

Pursuant to the terms of the Advisory Agreement, our Advisor is responsible for providing us with 
investment and management advice, support and services.  Our board of directors is empowered to remove our 
Advisor with the majority vote of the holders of our CBFIs.  The Chief Executive Officer of our business is the sole 
manager of our Management Subsidiary and supervises our Advisor.  See “Management.”  
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Insurance 

We have insured our properties and facilities in accordance with industry practice in Mexico; our insurance 
coverage is commercially reasonable and appropriate for industrial facilities.  We carry comprehensive insurance, 
including property, casualty and business interruption insurance for all of our Underlying Properties.  We do not 
carry insurance for certain losses that are or may be either uninsurable or not economically insurable, such as losses 
due to acts of war.  Likewise, while many of the Underlying Properties have historically carried title insurance, after 
being transferred to us, the Underlying Properties will no longer carry such insurance.  Nevertheless, such properties 
will continue to have casualty and property insurance plans, as all our Real Estate Assets are required to carry such 
coverage and any other insurance deemed appropriate by our Advisor. 

Our properties are insured either through our Advisor’s master insurance policy, which has a first-loss limit 
up to US$76,000,000 with an automatic limit reinstatement of the same amount (renegotiated annually), or through 
the relevant tenant’s insurance policy.  In addition, all of our properties have insurance that covers loss of rent 
payments for up to twelve months as a result of physical damage to the property preventing its use, as well as being 
covered for damage caused as a result of terrorist acts.  Notwithstanding our insurance coverage, any damage to our 
facilities, equipment, machinery or buildings could have a material adverse effect on our financial condition and 
results of operations, to the extent that this disrupts the normal operation of our properties or our businesses.  For 
further information, see Section “Risk Factors—Risks Related to Our Properties and Operations.” 

Competition 

The industrial real estate sector in Mexico is highly fragmented and includes a large number of regional and 
local participants.  Existing local industrial developers, characterized by family-owned enterprises, are poorly 
positioned to serve the existing and future demand, due to a lack of access to capital.  Recently, however, well-
capitalized real estate investors, including both publicly-traded real estate investment trusts and private institutional 
investment funds from the United States have entered the market and increased competition, as investment in 
industrial real estate in Mexico has become increasingly attractive relative to other forms of investment.  Our 
principal competitors in Mexico include Prologis, FIBRA Macquarie México, CPA, Finsa, Intramerica (GE) and 
Vesta.  The principal means of competition are rent, location, services provided and the nature and condition of the 
facility to be leased.  If our competitors offer space at rental rates below current market rates, below the rent we 
currently charge our tenants, in better locations within our markets or in higher quality facilities, we may lose 
potential tenants and we may be pressured to reduce our rent below those we currently charge in order to retain 
tenants when leases expire. 

Offices 

Our principal office is located at Andres Bello #10, Piso 11, Col. Polanco, 11560, México, D.F., Mexico.  
Our telephone number is +(52) (55) 5093 2770. 

Employees 

Immediately following the Global Offering, our Management Subsidiary will employ the Chief Executive 
Officer and Chief Financial Officer of our business, as well as their small team of three professionals and one 
administrative assistant supporting them in their functions, who will be fully dedicated to and compensated by us.  
The Chief Executive Officer and Chief Financial Officer will perform various corporate functions, including, but not 
limited to, formulating our growth and profitability strategies, managing the execution of our goals and business 
plan, creating value for our CBFIs, managing investor relations and overseeing the Advisor.  We do not expect that 
our employees will be represented by a labor union. 

Legal Proceedings 

We are not, and our Advisor is not, presently involved in any material litigation nor, to our knowledge, is 
any material litigation threatened against us, our properties or our Advisor.  We and our Advisor may from time to 
time be involved in routine litigation arising in the ordinary course of business. 
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ABOUT FIBRAS 

General 

A “FIBRA” is an investment vehicle dedicated to the acquisition and development of real estate in Mexico 
intended to lease (and potentially sell) such real estate.  A FIBRA is similar to a real estate investment trust (a 
“REIT”), in the United States, as described below.  In accordance with Mexican law, a FIBRA must be established 
as a trust pursuant to a trust agreement. 

The introduction of FIBRAs as an investment vehicle in Mexico in 2004 and the establishment of the tax 
regime applicable to FIBRAs represent a new type of Mexican security available to institutional and retail investors.  
The legal structure of a FIBRA resulted from reforms enacted over several years to (i) various provisions of the 
Mexican tax laws and regulations, (ii) regulations applicable to securities trading in Mexico, (iii) the investment 
regime of the Mexican pension fund administrators (Administradoras de Fondos para el Retiro) (“AFORES”) 
permitting the investment in FIBRAs by Mexican pension funds (Sociedades de Inversión Especializada en Fondos 
para el Retiro) (“SIEFORES”) and (iv) annual tax regulations issued by the Ministry of Tax (misceláneas fiscales). 

In particular, recent regulations under the investment regime for the AFORES have classified FIBRAs as 
“structured instruments”.  As a result, SIEFORES may invest in CBFIs issued by FIBRAs, subject to their respective 
investment limitations (for SIEFORES 2, a maximum of 15% of their net assets and for SIEFORES 3 and 4, a 
maximum of 20% of their net assets, observing their diversification criteria provided in the General Provisions 
Applicable to the Investment Regime of the SIEFORES issued by the Retirement Savings System National 
Commission (“CONSAR”)).  In addition, certain private Mexican pension funds, subject to compliance with the 
applicable provisions of Article 224 of the Mexican Income Tax Law, may invest up to 10% of their reserves in 
CBFIs issued by FIBRAs. 

Comparison of Certain Aspects of FIBRAs and REITs 

The rules and regulations governing FIBRAs under Mexican law have similar, as well as certain analogous, 
but nonetheless different, characteristics with respect to the rules and regulations governing REITs under U.S. 
federal income tax law. 

 Mexican FIBRAs U.S. REITs 
Tax Result 
Distributions 

 Must annually distribute at least 95% 
of the tax result of the FIBRA for the 
immediately-preceding fiscal year to 
investors and the financial 
intermediary shall withhold the 
applicable income tax at the rate of 
30% on tax result distributed. 

 When the tax result of a fiscal year is 
greater than the amounts effectively 
distributed by the FIBRA to the 
holders of the CBFIs, the FIBRA is 
required to pay income tax for the 
difference at a rate of 30% on behalf of 
the holders of our CBFIs, and such 
income tax paid by the FIBRA may be 
credited by the holders of CBFIs to the 
extent such tax result is subject to 
income tax to the holders of the 
CBFIs, without triggering a 
withholding obligation by the FIBRA 
with respect to such difference paid. 

 Generally, must distribute at least 90% 
of net taxable income, with certain 
adjustments, to investors annually 



 

 100  

 Mexican FIBRAs U.S. REITs 
Investment 
requirements 

 Must invest at least 70% of total assets 
in (i) properties intended to be leased, 
(ii) rights to receive income from the 
lease of such properties, or (iii) loans 
for the construction or acquisition of 
properties intended to be leased and 
secured by a mortgage. 

 Properties built or acquired by the 
FIBRA must be leased or held for 
lease, and may not be sold by the 
FIBRA within a period of four years 
following completion of the 
construction or acquisition of the 
respective properties in order to retain 
tax benefits of the FIBRA. 

 Generally, must invest at least 75% of 
total assets in real estate assets 
(including equity and debt), 
government securities and cash. 

 Generally, must derive at least 75% of 
gross income from certain real estate-
related sources, and must derive at 
least 95% of gross income from such 
real estate-related sources and other 
sources of passive income. 

 Generally, subject to a 100% penalty 
tax on sales of property, other than 
foreclosure property, that is “primary 
held for sale to customers in the 
ordinary course of business.” 

Other 
Considerations 

 Individual holders of our CBFIs who 
are Mexican tax residents and non-
Mexican tax residents who do not 
have a permanent establishment in 
Mexico for tax purposes shall be 
exempt from the payment of income 
tax on gains derived from the sale of 
CBFIs issued by the FIBRA if the 
corresponding sale is made through 
the Mexican Stock Exchange or other 
recognized markets. 

 FIBRAs are treated as a pass-through 
vehicles for Mexican tax purposes and 
the FIBRA’s Trustee is responsible for 
calculating the FIBRA’s tax result for 
any given fiscal year. 

 Not more than 25% of assets may 
consist of stock in taxable REIT 
subsidiaries, or TRSs. 

 A REIT calculates its taxable income 
for U.S. federal income tax purposes at 
the level of the REIT in a manner 
similar to that of a U.S. corporation.  
Unlike a corporation, however, a REIT 
is generally entitled to a deduction for 
dividends paid. 

Main Benefits of an Investment in a FIBRA Relative to Certain Other Investments 

We believe the main benefits of an investment in a FIBRA (relative to certain other investments) are: 

 the potential for capital appreciation of CBFIs commensurate with increases in value of the real 
properties held by the FIBRA; 

 access to the Mexican real estate market as an investment option through a security that can be traded 
easily and has a readily identifiable market price; 

 broader diversification with respect to geographic exposure, property type and number of tenants for 
investors seeking to invest in the Mexican real estate market or generally for an investor’s investment 
portfolio; 

 FIBRAs may serve as a vehicle to attract foreign investment into Mexico; and 
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 applicable tax benefits. 

FIBRAs encourage the development of the Mexican real estate market by providing a vehicle through 
which institutional and retail investors can access this market, by serving as a source of liquidity for developers and 
investors, and by contributing to the diversification of real estate risks for investors. 

We believe that a FIBRA that is traded on the Mexican Stock Exchange has several benefits under the 
Mexican tax laws, such as not being subject to income tax for some investors, and exempting its investors who 
qualify as exempted investors under the Mexican tax laws (such as individuals who reside in Mexico, tax-exempt 
entities or non-Mexican persons) from being subject to taxes with respect to secondary market transactions 
involving CBFIs.  For more detailed information, see “Taxation—Certain Mexican Federal Income Tax 
Considerations.” 

Trading of CBFIs 

Our CBFIs will be traded in the Mexican Stock Exchange and will be listed under Section VII of the 
register maintained by such exchange which relates to FIBRAs.  Trading of our CBFIs will be effected using the 
bidding mechanisms of the Mexican Stock Exchange, and will be eligible for having a designated market maker. 

As a FIBRA, our CBFIs will be subject to certain rules that will need to be satisfied so that we may obtain 
and maintain the registration of our CBFIs in the Mexican Stock Exchange, all of which we intend to comply with 
during the term of the FIBRA.  Such rules include, among others, the following: 

 At least 15% of the aggregate number of listed CBFIs must be held by the general investment public after 
listing of the CBFIs.  Thereafter, maintenance of the listing requires that at least 12% of the aggregate 
number of listed CBFIs are held by the general investing public. 

 The CBFIs must be initially placed among at least 200 investors that are unrelated amongst themselves and 
unrelated to the contributors of the CPO Trusts of the FIBRA.  Thereafter, maintenance of the listing 
requires that CBFIs are held by least 100 investors that are unrelated amongst themselves and unrelated to 
the contributors of the CPO Trusts of the FIBRA. 

 The FIBRA trust agreement must comply with certain requirements including, without limitation, that the 
FIBRA has a board of directors comprised of at least 25% independent members, and that any holder of 
CBFIs representing 10% of the outstanding CBFIs has the right to appoint a member of such board of 
directors. 
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STRUCTURE AND FORMATION 

Overview 

Certain Mexican trusts (the “Underlying Property Trusts”) are the beneficial owners of the Underlying 
Properties.  The Underlying Properties were transferred by the Contributing Trusts to the Underlying Property 
Trusts, subject to mortgages in favor of the JP Morgan Facility and the Cuautitlán Facility or the Guarantee Trust in 
respect of the Citibank Facility or the 1487 Facility.  The Underlying Property Trusts assumed all payment 
obligations resulting from the financing obtained by the Contributing Trustees in connection with the Underlying 
Properties, and such Underlying Properties continue to be pledged as collateral for such financings.  Upon 
completion of the Global Offering, we will have engaged in a series of transactions, which we refer to as our 
Formation Transactions, which will form our Initial Portfolio.  Pursuant to the Formation Transactions and subject 
to the condition precedent of the completion of the Global Offering, (i) the Contributing Trusts will transfer 
beneficiary rights with respect to the Underlying Properties to the CPO Trusts  in exchange for CPOs; (ii) the 
Contributing Trusts will transfer such CPOs to us in exchange for aggregate compensation of a cash payment of 
US$292.4  million and 85,314,635 CBFIs (44,355,000 of which will be withheld pending the exercise of the over-
allotment option); (iii) the Contributing Trusts will, in turn, distribute the cash proceeds and, after a lock-up period, 
the CBFIs to the original investors of our predecessor entities; (iv) we will use a portion of the net proceeds of the 
Global Offering to repay in part the JP Morgan Facility and in full the Citibank Facility and Cuautitlán Facility; and  
(v) we have executed and expect to draw down a portion of the Revolving Facility.  As holder of the CPOs, we will 
be the beneficial owners of the Underlying Properties and responsible for their development and management.   

Result of the Global Offering and our Formation Transactions 
 

Below is a diagram of the result of the Global Offering and our Formation Transactions: 

 
 

 1 Following the Global Offering, the CPO Trusts hold interest in the 19 Underlying Property Trusts, which in turn hold the 
beneficial interests in the 146 Underlying Properties. 
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The significant elements of the Formation Transactions undertaken in connection with the Global Offering 
include: 

 our formation; 

 our acquisition of the CPOs; 

 the signing of the Management Agreement with our Management Subsidiary; and 

 the entry into the Advisory Agreement with our Advisor. 

Formation 

We were formed on January 29, 2013 as a real estate investment trust under the laws of Mexico.  We intend 
to qualify as a FIBRA for Mexican federal income tax purposes commencing with our taxable year ending 
December 31, 2013.  Prior to the Global Offering, we expect the Mexican Tax Administration Service to confirm 
that the last draft of our Trust Agreement fulfills all legal requirements provided for in Article 223 of the Mexican 
Income Tax Law in force and, accordingly, Article 224 of the Mexican Income Tax Law, which lays out the tax 
treatment for FIBRAs, will apply to us. 

Contribution of the Initial Portfolio 

Pursuant to a contribution agreement (the “Contribution Agreement”), each Contributing Trust will transfer 
the CPOs held by it to us.  The Contribution Agreement contains certain representations and warranties related to the 
Underlying Properties customary in Mexican real estate transactions.  See “Risk Factors—Risks Related to the 
Securities Markets and Ownership of our CBFIs.”  In exchange for the CPOs, we will use the net proceeds of the 
Global Offering to purchase the interests in the Initial Portfolio.  Following the Global Offering and upon expiration 
of the over-allotment period, the Contributing Trusts will hold CBFIs representing approximately 21.8% of our 
capitalization assuming no exercise of the over-allotment option (or 10.8% in the event the over-allotment is 
exercised in full).  Pursuant to the Contribution Agreement, the Contributing Trusts will hold the CBFIs for a six-
month period following the Global Offering (the “lock-up period”) prior to distributing the CBFIs to the principal 
holders.  

Valuation of the Initial Portfolio 

The cash payment and the amount of CBFIs that we will issue in favor of the Contributing Trusts in 
exchange for the CPOs was determined prior to the date of the Global Offering by the Contributing Trusts and the 
members of our board of directors at such time, based on the pro rata share of the Net Asset Value (“NAV”) of each 
Contributing Trust as of December 31, 2012.  The NAV of each Contributing Trust was calculated by taking into 
account real estate market values, based on independent third party appraisals, assets, liabilities and investment level 
debt at estimated fair value. 

Consideration Paid for the Initial Portfolio 

We will use the net proceeds of the Global Offering to make a cash payment of US$292.4  million and 
issue 85,314,635 CBFIs, which will be allocated among our holders and Local Property Managers, to purchase the 
Initial Portfolio.  Local Property Managers will receive an aggregate cash payment of US$22.4 million and 
2,302,065 CBFIs, in exchange for their respective beneficial interests in the Underlying Properties, while US$270.0 
million and 83,012,570 CBFIs (of which 44,355,000 will be withheld pending the exercise of the over-allotment 
option) will be distributed, after the lock-up period, to the original investors of our predecessor entities according to 
their pro rata interests in such entities.  In the event the over-allotment is exercised in part or in full, the applicable 
portion of the 44,355,000 CBFIs withheld from the consideration payable to the Contributing Trusts at closing will 
be sold to the initial purchasers.  The proceeds from the settlement of such CBFIs will be delivered to the 
Contributing Trusts as part of the compensation in respect of their respective interests in the Underlying Properties 
in lieu of CBFIs.  See “Principal Holders.” 
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Consequences of the Global Offering 

As a result of the Global Offering: 

 we will be the sole owner and title holder of the CPOs issued by the CPO Trusts, which hold the 
beneficiary interests of the Underlying Property Trusts that own the Underlying Properties; 

 following our acquisition of the CPOs, we will have engaged our Advisor to develop, operate and 
manage each of the Underlying Properties; 

 purchasers of our CBFIs in the Global Offering will own approximately 77.6% of our outstanding 
CBFIs;  

 at the consummation of the Global Offering and assuming no exercise of the over-allotment option, the 
investors in our predecessor entities and Local Property Managers will collectively beneficially own 
approximately 22.4% of our outstanding CBFIs (or 10.8% of our outstanding CBFIs if the over-
allotment option is exercised in full); and 

 after a six-month lock-up period, the Contributing Trusts will distribute the CBFIs they hold to the 
principal holders listed under “Principal Holders” and 2,302,065 (or 0.6%) of our CBFIs will be 
released from escrow to one of our Local Property Managers. 
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MANAGEMENT 

Our Board of Directors 

Pursuant to the terms of our Trust Agreement, the management of our business is vested in our board of 
directors.  The objective of our board of directors is to safeguard and maximize the value of our CBFIs, while 
fostering our long-term success.  Our board of directors holds our Management Subsidiary and Advisor accountable 
for the performance of their respective responsibilities in accordance with its objective. 

At the time of the Global Offering, our initial board of directors will consist of seven members, five of 
which will qualify as independent and will be appointed as independent members.  Following the Global Offering, 
the size and composition of our initial board of directors will change.  We currently expect that, following the 
Global Offering, a majority of the members of our board of directors will be independent, with one member 
appointed by our Advisor and one member the Chief Executive Officer of our business.  We also expect that 
alternate members will be appointed.  There can be no assurance, however, that the size or composition of our board 
of directors will be as expected following the Global Offering. 

Our initial board of directors is comprised of a diverse group of professionals selected because of their 
reputation and knowledge in their respective disciplines of expertise.  In particular, collectively, the independent 
members of our board of directors have deep knowledge and experience in economics, capital markets, international 
trade, the automotive industry and management, which complement the investment management and real estate 
knowledge of our Management Subsidiary and Advisor. 

The name and age of the persons who currently serve as members of our board of directors and are 
appointed pursuant to our Trust Agreement are set forth below: 

Directors Age 
Alberto Chretin ................................................................................................................................. 61 

Alfonso Munk ................................................................................................................................... 39 

Eduardo Solís* .................................................................................................................................. 49 

Arturo D’Acosta* ............................................................................................................................. 55 

Edmundo Vallejo* ............................................................................................................................ 55 

José Luis Barraza* ............................................................................................................................ 63 

Victor Almeida* ............................................................................................................................... 53 

 

* Independent member 

Biographical information 

The following sets forth biographical information for the members of our board of directors. 

Alberto Chretin is the Chief Executive Officer of our business.  Mr. Chretin, who was recommended by our 
Advisor, is responsible for the preparation of our business strategy, the direction and execution of our vision, goals 
and business plan, and the management of our relationship with our Advisor.  Previously, Mr. Chretin was Minister 
of the Economy for the state of Chihuahua, Mexico.  He has also served as Executive Advisor of PREI in connection 
with the Initial Portfolio.  Prior to joining PREI, Mr. Chretin was Managing Director at Verde Corporate Realty 
Services, where his duties included marketing, promotion, leasing, development, investment and property 
management.  Previously, he was CEO at Intermex, Chihuahua, where he doubled the size of the company’s 
industrial portfolio, and Executive Director of Parques Industriales de Chihuahua, S.A. de C.V.  Mr. Chretin served 
as Executive Director of the Mexican Association of Industrial Parks (AMPIP) from 2009 to 2010.  He has a 
bachelor’s degree in Management and Mechanical Engineering from the Instituto Tecnológico y de Estudios 
Superiores de Monterrey (ITESM) and attended the AD-2 program at the IPADE Business School. 
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Alfonso Munk is Managing Director of PREI and Head of PREI Latin America.  Mr. Munk is responsible 
for managing PREI’s investment management business in Latin America, including the development and 
implementation of its business strategy.  Prior to joining PREI, he was a Managing Director at Morgan Stanley Real 
Estate Investing (MSREI), where he held various roles over the last ten years.  Most recently, he was responsible for 
real estate investing activities of MSREI in southern Europe, as well as pan-European hospitality investments.  He 
also served as regional head of MSREI for South America, based in Sao Paulo.  Mr. Munk has an MBA from the 
Wharton School of Business with a concentration in finance and real estate, and a bachelor’s degree in business and 
hospitality administration from Cornell University.  Mr. Munk is a member of the Urban Land Institute and has been 
a board member of various companies, including Icade, Eurosic SA, Abyara Planejamento Imobiliario SA, and 
Compagnie La Lucette, where he was Chairman of the Board. 

Eduardo Solís is President of the Mexican Association of the Automotive Industry (AMIA).  Prior to his 
current position, Mr. Solís worked at the Ministry of the Economy, where, as head of the Unit for the Promotion of 
Investment, he was responsible for attracting key strategic projects to Mexico.  Previously, Mr. Solís was 
responsible for the administration of NAFTA and was Mexico’s Chief Trade Negotiator with Latin America.  He 
negotiated free trade agreements with Chile, Nicaragua, Uruguay, Guatemala, Honduras and El Salvador, as well as 
bilateral agreements with Brazil, Argentina, Panama and Peru.  Mr. Solís was also Mexico’s Chief Negotiator in the 
Free Trade Agreement of the Americas, and worked at the Ministry of Commerce and Trade as Head of 
Negotiations for the agricultural chapter of NAFTA, as well as for the free trade agreements with Costa Rica, 
Bolivia, Colombia and Venezuela, and the World Trade Organization (WTO) Uruguay Round.  Mr. Solís has a 
bachelor’s degree in Economics from the Universidad Autónoma de Nuevo León, and received a master’s degree 
and a Ph.D. from The University of Chicago and the University of Rochester, respectively. 

Arturo D’Acosta is Executive Director of Alvarez & Marsal (A&M) in Mexico City.  Mr. D’Acosta is 
responsible for providing consulting services to companies in Mexico as a specialist in financial administration.  Mr. 
D’Acosta also serves as President of the Securities Listing Committee for the Mexican Stock Exchange, where he 
analyzes and authorizes capital and debt placements.  Previously, he was Managing Partner at Serficor Partners, 
where he ran several projects in the construction, food, and agriculture industries.  Prior to his work at Serficor 
Partners, Mr. D’Acosta was General Manager of Finance and Administration for the Grupo Industrial Saltillo and 
Corporate Director of Finance and Administration at DESC, where he was responsible for various financial 
restructurings and bond issuances in Mexico and the U.S. Mr. D’Acosta earned a BBA from the Escuela Bancaria y 
Comercial and an MBA from the Instituto Tecnológico Autónomo de México (ITAM). 

Edmundo Vallejo is a professor in the department of General Management at the IPADE Business School 
since 2009.  Mr. Vallejo was President and CEO of GE Capital Consumer Finance Latin America from 2006 to 
2009.  During his term, he served as President of the board of directors of GE Capital Mexico, and was also a board 
member of Banco Colpatria and BASC Credomatic JV.  He has held various roles at GE, including President and 
General Director of GE Corporate Latin America (2004-2006), President and General Director of GE Mexico (2001-
2006), General Director of GE Real Estate Mexico (2000), General Director of GE Plastics Mexico (1993-1999) and 
Director of Business Development GE Mexico (1991-1993).  Mr. Vallejo has worked for several other corporations, 
including McKinsey & Co. (Portugal) and Procter & Gamble (Mexico).  He is a member of the board of Grupo 
Arancia, Grupo Bimbo and Grupo Marhnos, as well as a member of various non-profit organizations and think tanks 
for public policy and social development.  Mr. Vallejo graduated from the Universidad Autónoma Metropolitana 
with a degree in Chemical Engineering, and has a master’s degree in Chemical Engineering from the University of 
Notre Dame.  Mr. Vallejo also has an MBA from the Harvard Business School. 

José Luis Barraza is the former Chairman of the Administrative Board of Grupo Aeromexico, of which he 
continues to be a member.  In addition, he is President of the Executive Committee of Aeromexico and participates 
as Permanent Guest of the Audit and Corporate Practices Committees.  Mr. Barraza has worked in international 
commerce and industrial development for over 30 years.  He has served as Chairman of the boards of Proyectos 
Inmobiliarios Impulso, Optima, Administración de Servicios Optima, Realiza y Asociados, e Inmobiliaria Realiza.  
Mr. Barraza has also been a board member of numerous financial, educational and philanthropic institutions.  From 
2003 to 2004, he was President of the Employers’ Confederation of the Republic (Coparmex), and between 2004 
and 2007 served as President of the Council on Business Coordination (CCE).  Mr. Barraza has a degree in 
Chemical Engineering with a specialty in Business from the Instituto Tecnológico y de Estudios Superiores de 
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Monterrey (ITESM) and he obtained his postgraduate degree in Advanced Administration from the IPADE Business 
School.  In addition, he has an Honorary Doctorate from the Mexican Academy of International Law. 

Victor D. Almeida has served as General Director of Interceramic since 1982.  Since 1979, when the 
company began operations, he has taken on several roles within Interceramic.  In 1982, he was named President and 
General Director of Grupo Cencor, which manages Mercedes Benz, Honda and Chrysler dealerships in the state of 
Chihuahua.  Mr. Almedia has been President of the Director’s Council for Banamex in the state of Chihuahua since 
1991 and of NAFINSA/TEXAS since 2005.  Mr. Almeida holds a bachelor’s degree in Business Administration 
from the University of Texas in Austin. 

Appointment and Composition of Board of Directors 

The nominating committee of our board of directors (the “Nominating Committee”) will evaluate and 
recommend to the holders of our CBFIs potential candidates for election or designation to our board of directors.  
Upon completion of the Global Offering, each holder or group of holders has the right to elect one member of our 
board of directors for each 10% of our outstanding CBFIs held.  Such election can be made at a Holders Meeting 
and is subject to the following terms: (i) members appointed by holders that qualify as independent under the 
Mexican Securities Market Law and the related regulations will be appointed as independent members of the board 
of directors; (ii) the right of the holders to appoint a member of the board of directors can be waived by the relevant 
holders at a Holders Meeting; and (iii) if, at any time, a holder or group of holders that has appointed a member of 
the board ceases to hold at least 10% of the outstanding CBFIs, such holders must submit a written notification to 
the Management Subsidiary and the Common Representative, and such holder or group of holders must remove 
their designated member at the next Holders Meeting. 

In addition, the Chief Executive Officer of our business will be a member of the board of directors, and the 
Advisor will have the right to appoint one member of the board of directors. 

Our board of directors may have up to 21 members (and their respective alternates).  Pursuant to Mexican 
law, at least 25% of the members of our board of directors (and their respective alternates) are required to be 
independent at all times, as such term is defined in the Mexican Securities Market Law.  The Holders Meeting in 
which an independent member of our board of directors (and its respective alternate) is elected will ratify the 
independence of such appointed member and his or her alternate. 

In order to qualify as independent, the members of the board of directors will take into account, among 
other things, his or her relationship with the CPO Trusts, any of the contributors of the CPO Trusts, our 
Management Subsidiary or our Advisor.  A person may not be deemed to be independent if such person is: 

a) a current officer or employee of our Advisor, our Management Subsidiary, our CPO Trusts, the 
contributors of the CPO Trusts, or of any entity that forms part of their respective business groups, as 
well as their respective auditors.  This limitation also applies to any individuals that held any 
applicable positions during the 12 months immediately preceding their appointment to the board of 
directors; 

b) an individual who has a significant influence (influencia significativa) or command authority (poder de 
mando) over our Advisor, our Management Subsidiary, our CPO Trusts or the contributors of our CPO 
Trusts; 

c) an equity holder that forms part of any group of persons that maintain control over us, our Advisor, our 
Management Subsidiary, our CPO Trusts or the contributors of our CPO Trusts; 

d) a client, service provider, supplier, debtor, lender, partner, board member or employee of an person 
who is an important client, service provider, supplier, debtor or lender of us, our Advisor, our 
Management Subsidiary, our CPO Trusts or the contributors of our CPO Trusts.  A client, service 
provider or supplier is deemed important when its respective sales to us, our Advisor, our Management 
Subsidiary, our CPO Trusts or the contributors of our CPO Trusts represent more than 10% of its total 
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sales during the preceding 12 months.  In addition, (i) a debtor will be deemed important when the 
amount of indebtedness owed by such debtor to us, our Advisor, our Management Subsidiary, our CPO 
Trusts or the contributors of our CPO Trusts is greater than 15% of such debtor’s assets, and (ii) a 
lender will be deemed important when the amount of credit extended by such lender to us, our 
Advisor, our Management Subsidiary, our CPO Trusts or the contributors of our CPO Trusts is greater 
than 15% of such debtor’s assets; 

e) a director or employee of any tenant that represents 10% or more of our Annualized Base Rent, 
including persons who have held such position during the preceding 12 months; 

f) an external auditor of us or our Advisor, our Management Subsidiary, our CPO Trusts or the 
contributors of our CPO Trusts or an auditor that has held such position during the preceding 12 
months; or 

g) any spouse or domestic partner or person who has a civil or consanguinity relationship, to the fourth 
degree or relationship by affinity up to the fourth degree with any of the persons referred to in the 
foregoing paragraphs (a) through (f). 

Chair and Secretary 

The Chief Executive Officer of our business will be a member of the board of directors and will act as its 
chairperson.  The secretary of the board of directors (who may be a non-member) will be appointed by the members 
of the board of directors in accordance with our Trust Agreement. 

Ratification and Removal of our Directors 

At each annual ordinary holders meeting (“Ordinary Holders Meeting”), which is required to be held within 
the four months following the end of our fiscal year, the holders of our CBFIs will elect, ratify or remove members 
of our board of directors.  By statute, the appointment of members of the board of directors (and their respective 
alternates) by any holder of our CBFIs may generally only be revoked by the person or group of persons that 
originally appointed such member (or alternate), at any time, by means of prior written notice to the Trustee and our 
Advisor.  The appointment of members of the board of directors (and their respective alternates) may be also be 
revoked by the holders of our CBFIs at any Holders Meeting at which the appointment of all members of our board 
of directors is revoked.  A member of our board of directors who is removed cannot be reappointed within the 12 
months following such removal.  The death, incapacity or resignation of a member of the board of directors will 
result in the automatic and immediate revocation of such members’ tenure on the board of directors (and of his or 
her alternate). 

Meetings 

The board of directors will meet in accordance with the calendar approved at the first meeting of the board 
of directors of each year, and in extraordinary meetings (“Extraordinary Holders Meetings”) when necessary.  The 
Trustee and the Common Representative may attend (but not participate in) meetings of the board of directors.  Any 
member of the board of directors may request that the secretary of the board of directors call a meeting of the board 
of directors, with at least five days’ prior notice.  Such request must briefly indicate the matters to be resolved at 
such meeting.  The notice of any upcoming meeting shall be given in writing to all the members of the board of 
directors and the Trustee, indicating the agenda for, and the place, date and time of, the meeting.  Such notice will 
not be necessary when all members of the board of directors are gathered.  Meetings of the board of directors may 
be held by telephone or any other means of real-time communication among participants that may be recorded.  A 
quorum for the purpose of convening a meeting of the board of directors requires that a majority of the members or 
their respective alternates be present.  Each member of the board of directors will have one vote unless required to 
abstain due to conflict of interest.  Resolutions of the board of directors may be adopted by a majority vote of the 
members present, except for instances where our Trust Agreement requires the vote of the majority of the 
independent members of the board of directors (including transactions between us and our Advisor or its affiliates, 
and transactions between related parties).  The board of directors may act without a meeting by adopting resolutions 
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with the unanimous written consent of all the members or their respective alternates.  In addition, the members of 
the board of directors can enter into agreements regarding their voting rights.  In the event that the opinion of a 
majority of the independent members differs from that of the majority of the members of the board of directors, such 
difference of opinion must be disclosed via EMISNET (Sistema Electrónico de Comunicación con Emisoras de 
Valores), which is an electronic communication platform established by the Mexican Securities Exchange. 

Duration of Terms 

The appointment of the board of directors (and respective alternates) will have a term of one year, and will 
be renewed automatically for consecutive one-year periods, unless the person who appointed such members of the 
board of directors (and such substitutes) decides otherwise.  Nevertheless, the members of the board of directors will 
be confirmed or removed in each ordinary annual shareholders’ meeting, subject to the rights of the holders to do so 
at various other times. 

Authority of Our Board of Directors 

Our board of directors is authorized to take any action in connection with our operations not expressly 
reserved to the holders of our CBFIs.  Our board of directors will also have certain duties including without 
limitation: 

 Approving any issuances of our CBFIs. 

 Within three Business Days following the execution date of the Trust Agreement, approving our 
Formation Transactions and actions ancillary to our formation and the Global Offering, including the 
appointment of Alberto Chretin as Chief Executive Officer and Francisco Navarro as Chief Financial 
Officer of the Management Subsidiary and our business. 

 Approving the entry into the Contribution Agreement. 

 Approving our investment guidelines, any material changes to our investment guidelines, or any 
acquisitions that do not meet the criteria of the investment guidelines. 

 Approving the investment of our trust estate in permitted investments (Mexican government securities 
registered in the RNV or equity of investment companies specializing in debt securities). 

 Approving disposition of properties during the first four years from acquisition thereof, regardless of 
the value of the property. 

 Approving any acquisition or sale of our assets, properties or rights by the Trust, that represent 5% or 
more of the value of our trust estate (but less than 20% in the case of acquisitions) that has been 
entered into in a single transaction or series of related transactions within a 12-month period. 

 Approving any purchase of CBFIs in the secondary market in excess of 10% or more of the 
outstanding CBFIs. 

 Approving any voting agreement among holders (or group of holders) of our CBFIs owning 10% or 
more of our outstanding CBFIs. 

 Approving, with the prior written consent of our Practices Committee, related party transactions 
including any transactions with our Advisor, the Management Subsidiary or its affiliates. 

 Approving any acquisition of real estate assets or other assets outside the scope of our investment 
guidelines. 
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 Approving the removal and substitution of the Management Subsidiary. 

 Approving our leverage guidelines, any material changes to our leverage guidelines or any financing 
that is not in compliance with our leverage guidelines. 

 Approving the appointment of any independent appraiser appointed to carry out the valuation of our 
assets (other than certain pre-approved appraisers set forth under our Trust Agreement which do not 
require an appointment). 

 Approving the appointment of an external auditor (other than certain pre-approved auditing firms set 
forth under our Trust Agreement). 

 Approving the appointment of the members of our Audit Committee and of the Practices Committee. 

 Approving, on the prior written recommendation of our Audit Committee, our accounting policies. 

 Approving, on the prior written recommendation of our Audit Committee, our internal control and 
audit guidelines. 

 Approving, on the prior written recommendation of our Audit Committee, our financial statements to 
be presented to the Holders Meeting for approval. 

 Approving distribution policies and any changes thereto. 

 Instructing the Trustee to disclose certain statutory events pursuant to the Mexican Securities Market 
Law, including the execution of any agreement contrary to an opinion of our Audit Committee or 
Practices Committee. 

 Approving the liquidator to carry out our liquidation in accordance with the terms of our Trust 
Agreement. 

 Determining the voting power our equity interest in the Management Subsidiary. 

 Approving the removal and/or substitution of the Chief Executive Officer and Chief Financial Officer 
of the Management Subsidiary, as well as the compensation that will be paid to each. 

 Instructing the Trustee to repurchase the CBFIs exclusively for their subsequent cancelation, upon 
instructions from the Advisor. 

 Approving any other matters related to our business brought before the board of directors by our 
Management Subsidiary. 

Duty of Care and Duty of Loyalty of Members of Our Board of Directors 

Our Trust Agreement imposes a duty of care and a duty of loyalty on members of our board of directors by 
reference to Mexican Securities Market Law and its provisions applicable to board members of Mexican publicly-
traded companies (sociedades anónimas bursátiles). 

According to Mexican Securities Market Law, the duty of care consists of acting in good faith and in our 
best interests.  For such purpose, members of our board of directors are required to obtain the necessary information 
from our Advisor, the external auditors or any other person in order to be prepared to act in our best interests.  The 
duty of care is discharged, principally, by attending our board of directors meetings and disclosing material 
information known to such member of our board of directors at such meetings. 
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The duty of loyalty consists primarily of maintaining the confidentiality of information received in 
connection with the performance of duties and abstaining from discussing or voting on matters in respect of which 
the relevant member of our board of directors has a conflict of interest.  In addition, the duty of loyalty is breached if 
a holder or group of holders of our CBFIs has knowingly favored a member of our board of directors or if, without 
the express approval of our board of directors, a member of our board of directors takes advantage of a corporate 
opportunity to our detriment.  The duty of loyalty is also breached by (i) failing to disclose to the Audit Committee 
and the external auditors any irregularities that a member of our board of directors may encounter in the 
performance of his or her duties and (ii) disclosing information that is false or misleading or omitting to register any 
transaction in our records that could affect our financial statements. 

Compensation 

Only independent members of our board of directors will be entitled to compensation for acting as 
members of the board of directors in an amount determined at the Holders Meeting, whether it be in cash or in-kind 
compensation.  Additionally, only independent members of our board of directors who do not reside near the 
location of our board will have the right to be reimbursed for expenses incurred to attend such meetings.  Such 
compensation and any reimbursement of out-of-pocket travel expenses will be paid as part of our maintenance 
expenses.   

Liability and Indemnification 

The liability of the members of our board of directors is limited to the commission of acts of gross 
negligence, willful misconduct, bad faith or fraud in the performance of their obligations as members of the board of 
directors.  None of the members of the board of directors is liable for monetary damages or losses related to his 
obligations as a member of the board of directors unless such monetary damages or losses stem from acts of gross 
negligence, willful misconduct, bad faith or fraud in the performance of such obligations.   

Our Trust Agreement requires us to indemnify and defend the members of our board of directors from any 
losses arising from the Advisory Agreement, the Trust Agreement, or any other ancillary documentation so long as 
such losses do not arise from gross negligence, willful misconduct, bad faith or fraud.  The indemnification 
provisions set forth in the Trust Agreement shall remain in effect until the prescription of obligations in accordance 
with the provisions of applicable law. 

Our board of directors may purchase insurance or bonds to cover any losses incurred by its members, 
Indemnified Parties, the Management Subsidiary, the Common Representative, any holder of CBFIs or any person 
arising from any act or omission by the members of the board of directors relating to the Advisory Agreement, Trust 
Agreement or any other related documentation, with the understanding that such insurance or bonds will not cover 
indemnities for losses incurred through gross negligence, willful misconduct, bad faith or fraud by the members of 
our board of directors. 

Committees of the Board of Directors 

Audit Committee 

The board of directors will appoint at least three independent members to form our Audit Committee, with 
the understanding that the majority of the members of the Audit Committee must be independent members.  Our 
Audit Committee will have the following functions: 

 To appoint an external auditor (other than certain pre-approved external auditors set forth in our Trust 
Agreement which do not require such appointment) and terminate our external auditor and approve all 
services to be performed by them. 

 To evaluate the performance of our external auditor, to analyze the opinions, reports and documents 
prepared by our external auditor, and to hold at least one meeting per fiscal year with our external 
auditor. 
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 To discuss our financial statements with the persons that prepared such statements, and based on such 
review, to recommend the approval or rejection thereof to our board of directors. 

 To inform our board of directors of the status of our internal control, audit and compliance procedures, 
including any irregular situations that are identified. 

 To request from our Advisor, our Management Subsidiary, the Trustee and the other persons in charge 
of our management, any reports related to the preparation of the financial information as appropriate to 
comply with its duties under our Trust Agreement. 

 To investigate any possible violations to our approved guidelines and policies, internal controls and 
audit practices. 

 To receive any comments or complaints by holders of our CBFIs, creditors, members of our board of 
directors, the Advisor, and other interested third parties in connection with our approved guidelines, 
policies, internal controls and audit practices, in which case the Audit Committee will adopt the 
necessary measures to investigate and remedy such violation. 

 To meet as appropriate with the relevant officers of our Management Subsidiary, our Advisor, the 
Common Representative and the Trustee. 

Practices Committee 

The board of directors will appoint at least three independent members to form our Practices Committee.  
Our Practices Committee will have the following functions: 

 To express an opinion on related party transactions, including transactions with our Advisor or its 
affiliates. 

 To recommend that the board of directors request from our Advisor, our Management Subsidiary 
and/or the Trustee any information that may be necessary to the board of directors to comply with its 
duties. 

Nominating Committee 

The board of directors will appoint at least three independent members to form our Nominating Committee.  
Our Nominating Committee will have the following functions: 

 To identify and evaluate candidates for election or designation as members of our board of directors. 

 To make recommendations to the Holders Meeting regarding individuals to be appointed members of 
the board of directors. 

 To propose to the Holders Meeting the compensation to be paid to the independent members of the 
board of directors as well as the members of the board of directors appointed by the holders of our 
CBFIs; and 

 To propose to the Holders Meeting the removal of members of the board of directors. 

Our Management Subsidiary 

Our wholly-owned Management Subsidiary TF Administradora, S. de R.L. de C.V., a Mexican sociedad de 
responsabilidad limitada, will be controlled by our board of directors and exclusively dedicated to our affairs.  In 
line with the investment guidelines established by our board of directors and the strategic and investment 
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recommendations provided by our Advisor, our Management Subsidiary implements such advice at its discretion, 
with the support of the Advisor’s resources.  Our Management Subsidiary is responsible for driving our growth, 
establishing our strategic objectives, managing our investor relations and creating value for holders of our CBFIs. 

Our Executive Officers 

The Chief Executive Officer and Chief Financial Officer of our business will be responsible for, among 
other duties, establishing our strategic objectives and proposing such objectives to our board of directors for 
approval, managing our investor relations and ensuring compliance with our reporting obligations.  These officers 
will be full time employees of, and compensated by, our Management Subsidiary. 

The following table sets forth the names, ages and positions of our executive officers: 

Name Age Position 
Alberto Chretin* 61 Chief Executive Officer 
Francisco Navarro 37 Chief Financial Officer 
 

*  For the biography of Alberto Chretin, please see “— Our Board of Directors.” 

Francisco Navarro is the Chief Financial Officer of our business.  As Chief Financial Officer, Mr. Navarro 
is responsible for establishing our financial management strategy, ensuring that we maintain appropriate capital 
structure debt and equity capital sources, and overseeing the performance of our Advisor with respect to our 
financial management strategy, including accounting, treasury, tax compliance, raising capital and financing.  
Previously, Mr. Navarro was Director of the Representative Office in Mexico for EUROHYPO AG, where he was 
in charge of the Business Development Unit in Latin America.  Prior to that role, Mr. Navarro was Senior Portfolio 
Manager and Decision Engine Risk Manager at GE Latin America, where he most recently managed loans for the 
industrial, retail, hotel and office sectors; originated debt deals for the development of industrial projects, single 
properties and portfolios in Mexico; and managed the company’s relationships with real estate developers, private 
owners and institutional investors.  He has also been Corporate Relationship Manager for BBVA-Bancomer and 
Corporate Analyst for Citibank.  Mr. Navarro has a bachelor’s degree from the Instituto Tecnológico Autónomo de 
Mexico (ITAM) and holds an MBA from the IPADE Business School. 

Roles of the Executive Officers of our Business 

The main role of the Chief Executive Officer of our business is to establish our strategic objectives for 
approval by our board of directors and to implement our business plan and manage our relationship with our 
Advisor.  Our board of directors appoints the Chief Executive Officer, who in turn is a member of and reports to our 
board of directors.  The removal and substitution of the Chief Executive Officer requires the prior approval of our 
board of directors.  The Chief Executive Officer is also the sole manager of our Management Subsidiary, and is 
employed on a full-time basis and compensated by our Management Subsidiary. 

The main role of the Chief Financial Officer of our business is to establish our financial management 
strategy, to ensure that we maintain an appropriate capital structure debt and equity capital sources, and to oversee 
the performance of our Advisor with respect to our financial management strategy, including accounting, treasury, 
tax compliance, raising capital and financing.  The Chief Financial Officer reports to the Chief Executive Officer of 
our business.  The Chief Financial Officer is approved by our board of directors, and is employed on a full-time 
basis and compensated by our Management Subsidiary.  The removal and substitution of the Chief Financial Officer 
requires the prior approval of our board of directors. 

Employees of our Business 

We expect to have a small team, comprised of approximately three additional professionals and one 
administrative assistant, supporting the Chief Executive Officer and Chief Financial Officer of our business in their 
respective functions.  It is anticipated that one professional will assist the Chief Executive Officer in strategy 
matters, another will support the Chief Executive Officer with investor relations and the third will aid the Chief 
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Financial Officer in financial matters.  They will be employed on a full-time basis and compensated by our 
Management Subsidiary. 

The Management Agreement 

 Prior to the completion of the Global Offering, we will enter into a management agreement with our 
Management Subsidiary (the “Management Agreement”).  Pursuant to the Management Agreement, our 
Management Subsidiary will provide us with various management services, including: 

(i) Performing all activities related to our relationship, including all communications, with the holders 
of our CBFIs and other investors; 

(ii) Reviewing and approving all filings with or notices to the CNBV, the BMV or any other 
government agency or stock exchange; 

(iii) Carrying out all reporting obligations under applicable law; 

(iv) Carrying out all our strategic planning activities including, without limitation, our strategies 
relating to the growth and acquisition of properties, asset and portfolio management, dividends 
and marketing (other than as expressly reserved for the Holders Meeting, board of directors or the 
Advisor); 

(v) Exercising all rights and fulfilling all obligations of the Management Subsidiary established in the 
Trust Agreement and the other transactional documents; 

(vi) Supervising the Advisor’s activities with respect to the Advisory Agreement; and 

(vii) Reviewing the Advisor’s annual report, and carrying out any action required to publish such 
annual report in accordance with the provisions of the Trust Agreement and all applicable laws. 

The Management Agreement is governed by Mexican law and contains standard indemnification 
provisions for its acts or omissions except if as a result bad faith, malice or gross negligence. 

 
Delegated Authority 

 
We were established under the Trust Agreement as a management trust company.  As a result, our Trustee 

delegated to our Management Subsidiary the authority to act on our behalf to comply with our obligations without 
the need of instruction or prior notice to or for the Trustee or any third party. 

Subsidiary Fee 

We pay the Management Subsidiary a monthly fee which is equal to the operating costs of the Management 
Subsidiary plus any applicable value added tax.   

Removal and Substitution of the Management Subsidiary 

The Management Subsidiary may be removed at any time by the board of directors.  Upon removal, the 
Management Subsidiary is entitled to all of the Subsidiary Fees incurred through the date of effective removal.  
Upon removal of the Management Subsidiary, the board of directors is required to designate a replacement entity 
that will execute a management agreement with the Trustee on substantially similar terms to those contained in the 
Management Agreement.  Any replacement management entity must satisfy the following requirements: 

(i) Possess significant experience managing similar trust assets; 

(ii) Benefit from a good reputation within Mexico and internationally; and 
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(iii) Possess the  necessary financial means and personnel to provide services substantially similar to those 
provided by the Management Subsidiary. 

Executive Compensation 

In connection with our Global Offering, we plan to award the chief executive officer of our business a 
CBFI grant with an aggregate value of Ps.500,000, which is subject to the approval of our board of directors at its 
first meeting after the Global Offering.  The CBFIs vest in equal installments over a five-year period, with the first 
installment vesting on the one year anniversary of the consummation of our Global Offering. 

Our Advisor 

We will receive advisory and investment management services from PLA Administradora Industrial, S. de 
R.L. de C.V. and an affiliate of PREI Latin America.  Our Advisor was formed on January 7, 2013 for the purpose 
of providing advisory services and real estate investment management services to us including our properties and 
investment vehicles as well as ancillary services.  Our Advisor’s senior management team is comprised of highly 
qualified industry specialists with over 90 years of combined experience.  We believe that our Advisor’s affiliation 
with PREI positions us competitively in Mexico’s industrial and other real estate markets. 

The following table sets forth the names and ages of the senior executives of our Advisor that will be 
responsible for the services to be provided by the Advisor to our business: 

Name Age 
Alfonso Munk* ..............................................................................................................................................  39 
Maite Igareda .................................................................................................................................................  44 
Fernando Herrera ...........................................................................................................................................  38 
Enrique Lavín ................................................................................................................................................  40 
Roger S. Pratt .................................................................................................................................................  60 
Rodrigo Meza ................................................................................................................................................  28 
 

* For the biography of Alfonso Munk, please see “— Our Board of Directors.” 

Maite Igareda is a Principal of PREI and Head of Client Services and Operations of PREI Latin America.  
Ms. Igareda manages PREI Latin America’s clients and transaction structuring, and the oversees the operations of 
PREI Latin America’s managed funds, including accounting and financial reporting, treasury and tax matters, and 
process and procedure implementation.  Previously, Ms. Igareda was General Counsel of PREI Latin America, prior 
to which she specialized in real estate and fund formation transactions at Jauregui, Navarrete y Nader, S.C.  Ms. 
Igareda is member of the board of directors of Prudential Seguros México, S.A. and was a board member of Afore 
XXI, S.A. de C.V. (now Afore XXI Banorte, S.A. de C.V.) from 2009 to 2011.  She was also President of the 
Mexican Association of Real Estate and Infrastructure Funds (AMFII) from 2010 to 2012.  Ms. Igareda holds a J.D. 
from the Universidad Panamericana – Guadalajara with honors and as class valedictorian, and an L.L.M. from 
Northwestern University as a Fulbright Scholar.  

Fernando Herrera is an Investment Vice President of PREI Latin America. His main responsibilities are to 
define, coordinate and execute Investment Strategies for PREI Latin America while meeting the prescribed goals of 
profitability and risk management.  Additionally, Mr. Herrera is  responsible for the Global Accounts of PREI Latin 
America focusing on the ongoing transaction activities for Prudential’s German Funds investments in Latin America 
and  also manages Portfolio Management for Residential Fund III in Mexico, PREI’s largest managed fund in 
Mexico with over $860 million in equity commitments.  Prior to his current activities, Mr. Herrera was the Country 
Manager of PREI Latin America in Chile, overseeing PREI’s investments in South America, and was responsible 
for PREI’s Brazil Office.  His responsibilities included strategy implementation in Chile and Brazil, overseeing 
acquisitions, dispositions and development of real estate assets, implementing strategies and processes focused on 
maximizing the value of such assets.  Prior to joining PREI, Mr. Herrera was a manager at for the Real Estate 
Finance team of Banamex,  where he was responsible for the underwriting of commercial real estate loans.  During 
his time at Banamex, Mr. Herrera worked for several areas of the bank, including Risk Management, where he was 
responsible for feasibility studies for construction bridge loans for homebuilders, and Mortgages, where he was 
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responsible for the appraisal of the house collateral of the bank, as well for supervising the individual appraisals 
executed to grant loans.  Mr. Herrera is currently a board member of Paz Corporation, a publicly traded homebuilder 
listed on the Chilean Stock Exchange.  Mr. Herrera holds a bachelor´s degree in civil engineering from the 
Universidad Iberoamericana and an MBA degree from the Instituto de Empresa in Madrid, Spain. 

Enrique Lavín is a Vice President of PREI and Head of Capital Markets of PREI Latin America.  Mr. Lavín 
is responsible for the implementation and execution of the financing strategy of PREI Latin America’s investment 
platforms, including securing debt and public equity, and has managed transactions with an aggregate value in 
excess of US$1 billion.  His responsibilities also include managing PREI Latin America’s relationships with 
investment banks, commercial banks and financial institutions.  His previous experience in the real estate industry 
includes positions as Vice President at Credit Suisse for the Real Estate Finance and Securitizations group, and 
Director of Debt Origination at GE Real Estate.  From 2011 to 2012, Mr. Lavín was member of the board of 
directors of Paz Corp., a public homebuilder based in Chile.  Mr. Lavín has a degree in Industrial Engineering from 
the Instituto Tecnológico de Estudios Superiores de Monterrey (ITESM)  and holds an MBA from the University of 
Texas at Austin. 

Roger S. Pratt is a Managing Director at PREI and PREI’s Chief Risk and Investment Officer for the 
United States and Latin America.  Mr. Pratt is responsible for the underwriting and risk management of PREI’s 
managed funds and properties.  In his 30-year career with Prudential, Mr. Pratt has served in a variety of roles in 
development, underwriting, portfolio and asset management, hotel management, and strategic planning.  Prior to his 
current position, Mr. Pratt was a Senior Portfolio Manager at PREI, where he was responsible for directing accounts 
with an aggregate value in excess of US$10 billion.  From 1992 to 2011, he served as Portfolio Manager of 
Prudential’s enhanced core equity real estate portfolio, PRISA II, becoming Senior Portfolio Manager in 1995.  In 
2003, Mr. Pratt developed and launched PRISA III, PREI’s open-end value add equity portfolio, and served as its 
Senior Portfolio Manager through 2010.  Mr. Pratt also directed PREI’s Single Client account program for 14 years.  
Mr. Pratt is a Phi Beta Kappa graduate of the College of William and Mary and earned a Master of Regional 
Planning and a MBA degree with honors from the University of North Carolina at Chapel Hill. 

Rodrigo Meza is a Director at PREI and Senior Portfolio Manager of PREI’s industrial platform in Mexico.  
Mr. Meza is responsible for the implementation and execution of the strategy for the acquisition, development, 
leasing, management and disposition of assets within PREI’s industrial portfolio.  He has more than five years of 
experience in managing the Underlying Properties, mainly during their consolidation stage.  Mr. Meza holds a 
business degree in Economics and a degree in Risk Management from the Instituto Tecnológico de Estudios 
Superiores de Monterrey (ITESM).  Mr. Meza is in the process of receiving his Executive MBA from IPADE 
Business School in Mexico. 

Investment Committee of our Advisor 

As part of the Advisor’s role, PREI Latin America’s investment committee will be required to approve any 
acquisition or disposition of Real Estate Assets to be carried out by us.  This investment committee is comprised of 
eight PREI executive officers, from Latin America and other regions, with vast experience in the acquisition, 
operation and management of real estate properties and funds.  The investment committee ordinarily meets every 
three weeks and can be called as well to an extraordinary meeting to approve transactions that require special or 
immediate attention. 

The following table sets forth the names and ages of the members of the investment committee: 

Name Age 
Alfonso Munk* ..............................................................................................................................................  39 
Maite Igareda* ...............................................................................................................................................  44 
Fernando Herrera* .........................................................................................................................................  38 
Enrique Lavín* ..............................................................................................................................................  40 
Roger Pratt* ...................................................................................................................................................  60 
Terry McHugh ...............................................................................................................................................  58 
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* For the biographies of Alfonso Munk, Maite Igareda, Fernando Herrera, Enrique Lavín and Roger Pratt, please see “— Our 
Advisor.” 

Terry McHugh is a Managing Director at PREI and Senior Portfolio Manager for Prudential’s enhanced 
core equity real estate portfolio, PRISA II.  Mr. McHugh has worked at PREI since February 1992, and has been a 
member of PRISA II’s portfolio management team since 2002.  He is responsible for the development and execution 
of PRISA II’s investment strategies.  Prior to joining PREI, Mr. McHugh worked for two years within the Prudential 
Global Real Estate Investment Program, creating an international real estate portfolio on behalf of a select number 
of the world’s leading institutions.  Previously, Mr. McHugh was a General Manager at The Prudential Property 
Company, based in Washington, D.C., where he managed the assets of a large portfolio of office, retail, apartment 
and industrial properties in the Washington D.C. area.  From 1984 to 1987, Mr. McHugh served as Regional 
Comptroller for the Midwest Region of The Prudential Realty Group.  He began his career with Prudential in 
Chicago in 1976.  Mr. McHugh is a Certified Public Accountant.  He received a bachelor’s degree from Chicago 
State University and an MBA degree from DePaul University. 

The Advisory Agreement 

Prior to the completion of the Global Offering, we will enter into an advisory and investment management 
services agreement with our Advisor (the “Advisory Agreement”).  Pursuant to the Advisory Agreement, our 
Advisor will provide us with various advisory and investment management services.  The Advisory Agreement will 
allow us to benefit from PREI’s institutional investment knowledge and processes, including asset, risk and 
investment management and compliance policies and capabilities.  Under the Advisory Agreement, our Advisor will 
be responsible for, among other duties, (a) providing investment management services relating to the identification, 
underwriting, acquisition, development, operation and disposition of our properties; (b) managing and operating our 
trust and our trust estate, including our subsidiary trusts; and (c) providing services incidental to those described in 
(a) and (b) above including, without limitation, the following: 

(i) portfolio and asset management services relating to the identification, underwriting, acquisition, 
development, operation, leasing and disposition of our properties; 

(ii) strategic planning activities (together with our executive officers); 

(iii) capital markets activities, including financing transactions through debt and equity, both public 
and private; 

(iv) due diligence, valuation and risk management in respect of the Underlying Properties; 

(v) accounting and financial reporting support and treasury and cash management; 

(vi) legal and compliance related activities; 

(vii) facilities management; 

(viii) systems and technological support; 

(ix) human resources activities in respect of the employees of the Management Subsidiary; and 

(x) engagement and supervision of third party service providers, in respect of property development or 
management. 

Fees 

Pursuant to the terms of the Advisory Agreement, our Advisor shall be entitled to the Advisory Fee and 
Performance Fee, which is prorated based on the number of days in the year in which the Advisor has acted as 
Advisor.   
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The Advisory Fee shall be  an annual fee payable on a quarterly basis and equal to (a) 0.5% of our Gross 
Asset Cost, as adjusted for inflation, plus (b) the applicable value added tax.  

Our Advisor is also entitled to a performance fee (the "Performance Fee") payable in CBFIs and calculated 
based upon cumulative returns to holders through dividends and growth in market capitalization over a 9% growth 
per year hurdle rate.   

The Performance Fee shall be calculated as of the close of trading on each anniversary of our initial trading 
date on the BMV according to the following formula: 

   [10% x (A + B - C)] - D 

A = our market capitalization 

B = the aggregate amount of all distributions made to holders of our CBFIs increased by 9% per annum 
from each distribution’s respective payment date   

C = the aggregate issue price of all issuances of our CBFIs, minus the aggregate value of all repurchases of 
our CBFIs, in each case increased by  9% per annum from their respective issuance or repurchase date, 
as applicable  

D = all previously paid Performance Fees. 

For the purpose of the calculation of the Performance Fee, market capitalization, in respect of any 
performance period, is the product of (i) the number of outstanding CBFIs at the close of trading on each 
anniversary of our initial trading date on the BMV and (ii) the average closing price per CBFI during the sixty days 
prior to and including the calculation date.  In no event will the Performance Fee be less than zero.   

Subject to the prior written authorization of the Ordinary Holders Meeting, the Performance Fee will be 
paid directly to the Advisor (or to any of its subsidiaries or affiliates)  in the form of CBFIs valued at the average 
closing price for our CBFIs during the period in respect of which the Performance Fee is paid.  All CBFIs issued as 
payment of the Performance Fee will be subject to a six month lock-up period.  In the event the Ordinary Holders 
Meeting does not approve payment of the Performance Fee in CBFIs, we must pay the Performance Fee to the 
Advisor (or to any of its subsidiaries or affiliates)  in cash. 

Term 

The Advisory Agreement will be for an undetermined period of time, unless terminated as described under 
“—Removal of Advisor; Termination”. 

Removal of Advisor; Termination 

Our Advisor may terminate the Advisory Agreement (i) at any time with six-month prior notice after the 
third anniversary thereof or (ii) immediately upon the occurrence of an Early Termination Event.  In addition, our 
Advisor may be removed by us by a resolution of a majority of the holders of our outstanding CBFIs, (i) at any time, 
if an Advisor Removal Event has occurred and is continuing, or (ii) without cause, upon 90-day prior written notice 
to our Advisor.  In the event of the removal of the Advisor as set forth herein, the Trustee shall pay the Advisor all 
of the Advisory Fees and Performance Fees accrued until the effective date of its removal.  An “Early Termination 
Event” will occur if we, through our board of directors, Management Subsidiary or a Holders Meeting, approve any 
decision or perform any act in violation of applicable law and the related policies implemented by PREI Latin 
America, including in respect of anti-corruption, anti-money laundering or terrorism. 

An “Advisor Removal Event” will occur if (i) our Advisor engages in acts of gross negligence, willful 
misconduct, bad faith or fraud in the performance of its services under the Advisory Agreement and our Trust 
Agreement, as confirmed in a final, non-appealable resolution issued by a court of competent jurisdiction, (ii) a 
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court of competent jurisdiction issues a final, non-appealable resolution adjudicating the insolvency (concurso 
mercantil) or bankruptcy (quiebra) of our Advisor or (c) the Advisor ceases to be PLA Administradora Industrial, S. 
de R.L. de C.V. or any other affiliate or subsidiary of PREI Latin America, without a Holders Meeting approval. 

If the holders decide to remove the Advisor, the Holders Meeting that approved such removal must resolve 
all issues regarding the removal of the Advisor, including the appointment of a substitute advisor, or the sale or other 
disposal or liquidation of our assets.  If the Holders Meeting resolves to name a substitute advisor, the board of 
directors will be called upon within ten business days of notice to it to submit to the Holders Meeting at least three 
options for recognized managers of real estate funds in Mexico that could act as substitute advisors.  The Holders 
Meeting will have to designate a substitute advisor from those proposed by the board of directors or liquidate our 
assets in accordance with the Trust Agreement.  

Liability and Indemnification 

The liability of Indemnified Parties under our Advisory Agreement is limited to the commission of acts of 
gross negligence, willful misconduct, bad faith or fraud in the performance of their obligations under the Advisory 
Agreement (and, in the case of our Advisor and its affiliates, the Advisory Agreement).  “Indemnified Parties” refers 
to our Advisor, its affiliates and their respective members, administrators, partners, shareholders, beneficiaries, 
officers, employees, directors, agents and auditors.  

None of the Indemnified Parties is liable for monetary damages or losses related to its obligations under the 
Advisory Agreement unless such monetary damages or losses stem from acts of gross negligence, willful 
misconduct, bad faith or fraud in the performance of their obligations under the Advisory Agreement (and, in the 
case of our Advisor and its affiliates, the Advisory Agreement).  None of the Indemnified Parties is liable for any 
losses due to or related to any error, omission, non-compliance, negligence, fraud, dishonesty, bad faith or other 
conduct of any agent, representative, auditor, agent, professional administrator or other service provider contracted 
by us or our Management Subsidiary, except when the Advisor has committed gross negligence, willful misconduct, 
bad faith or fraud in contracting or supervising such service provider. 

Our Advisory Agreement requires us to indemnify and defend our Advisor, its affiliates and related parties 
from any losses arising from the Advisory Agreement, the Trust Agreement, or any other ancillary documentation so 
long as such losses do not arise from gross negligence, willful misconduct, bad faith or fraud.  The indemnification 
provisions set forth in the Trust Agreement shall remain in effect until the prescription of obligations in accordance 
with the provisions of applicable law. 

Our Advisor may purchase insurance or bonds to cover any losses incurred by Indemnified Parties, the 
Management Subsidiary, the Common Representative, any holder of CBFIs or any person arising from any act or 
omission by the Indemnified Parties relating to the Advisory Agreement, Trust Agreement or any other related 
documentation, with the understanding that such insurance or bonds will not cover indemnities for losses incurred 
through gross negligence, willful misconduct, bad faith or fraud by our Advisor, its affiliates and related parties. 

Governing Law; Submission to Jurisdiction 

The Advisory Agreement is in the Spanish language and is governed by Mexican law.  For any dispute 
arising out of or in connection with the Advisory Agreement, the parties thereto have expressly submitted to the 
jurisdiction of the courts of Mexico City, Federal District, Mexico, and have waived their right to any other 
jurisdiction that may apply by virtue of their present or future domiciles or for any other reason. 
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 C
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 b
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 f
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ra
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e 
ap

po
in

tm
en

t, 
of

 a
n 

in
de

pe
nd

en
t a

pp
ra

is
er

 o
th

er
 

th
an

 c
er

ta
in

 p
re

-a
pp

ro
ve

d 
ap

pr
ai

se
rs

 s
et

 f
or

th
 u

nd
er

 o
ur

 T
ru

st
 

A
gr

ee
m

en
t. 
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POLICIES WITH RESPECT TO CERTAIN ACTIVITIES 

The following is a discussion of certain of our investment, disposition, financing and other policies.  These 
policies have been determined by our board of directors and, in general, may be amended or revised from time to 
time by our board of directors without a vote of holders of our CBFIs. 

Investment Policies 

Investment in Real Estate or Interests in Real Estate 

While we plan to capitalize on the existing and future growth opportunities within the industrial real estate 
sector in Mexico and believe that opportunities exist within a long-term strategy, we may, in the future, look to 
expand into other geographic markets and other complementary real estate subsectors.  Affiliates of our Advisor 
currently manage eight institutional funds and have significant experience across real estate asset types and 
geographic markets.  Based on the experience of our senior management team and our Advisor’s resources, we 
believe a multi-asset type strategy better positions us to maximize the value of our portfolio and pursue our growth 
strategies.  We believe asset-class diversification and exposure to other geographic markets is a natural complement 
to our existing diversification strategy.  As such we continue to target asset types and markets that exhibit favorable 
long term economic fundamentals and supply-demand characteristics.  For a discussion of our properties and our 
strategic objectives, see “Business and Properties.” 

Pursuant to Prumex Industrial’s governing documents, until the Prumex Restriction expires or is expressly 
waived, we are able to acquire an industrial real estate asset that complies with Prumex Industrial’s investment 
guidelines only after Prumex Industrial has provided its express consent and has declined to pursue the opportunity.  
See “Certain Relationships and Related Transactions—Prumex Industrial.”  The Prumex Industrial target investment 
is approximately Ps.3.7 billion and approximately 42% has been committed for investment as of March 18, 2013.  
Prumex Industrial is currently, and has historically, exclusively focused on opportunistic acquisitions to develop and 
to provide investors with high rates of return, typically generated from property development.  While our immediate 
strategy for the next several years is to develop existing land reserves, our long term growth strategy does include 
the disciplined acquisition of stabilized properties as opportunities arise.  Given that our long term investment 
objectives are based on the strategic acquisition of stabilized properties that are expected to provide consistent 
returns to holders of our CBFIs, we believe that the investment goals of Prumex Industrial are sufficiently different 
from ours such that investment opportunities that are attractive to us are unlikely to satisfy the investment guidelines 
of Prumex Industrial.  PREI Latin America and its affiliates, however, may grant similar exclusivity commitments, 
which are common to opportunistic funds like Prumex Industrial, to other investment vehicles in the future. 

All our potential acquisitions will need to be approved by our Advisor’s investment committee, subject to 
its internal delegation policy.  If, in addition, such investments also require the approval of the board of directors or 
the meeting of the holders of our CBFIs, such investments may be presented to them for approval only after they 
have been approved by our Advisor’s Investment Committee.  All decisions adopted by the Investment Committee 
will be adopted by a majority vote. 

Subject to our conflicts of interest policies described below, we may acquire properties from, or sell 
properties to, related parties, including members of our board of directors and officers of our Advisor.  Subject to the 
contractual restrictions mentioned above, we believe that our relationship with our Advisor and our Advisor’s 
relationships with local third-party providers will provide us with access to an extensive pipeline of potential 
acquisitions.  See ”Certain Relationships and Related Transactions.” 

Furthermore, pursuant to our Trust Agreement, any property that we may acquire must comply with our 
investment guidelines.  Our investment guidelines will be approved by our board of directors, and any material 
changes to our investment guidelines will need to be authorized by our board of directors.  Our initial investment 
guidelines allow us to invest in properties in the industrial real estate sector in Mexico, as well as to 
opportunistically expand into other real estate subsectors within Mexico, including office properties.  As we grow 
our business, our investment guidelines allow us to diversify in terms of property locations, size and market, and we 
do not have any limit on the amount or percentage of our assets that must be invested in any one property or any one 
geographic area within Mexico.  We intend to acquire and hold properties for long term investment.  We may also 
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develop, redevelop, expand and improve properties.  We intend to operate our business, including engaging in future 
investment, development and redevelopment activities, in a manner that is consistent with the maintenance of our 
status as a FIBRA for Mexican federal income tax purposes. 

Any acquisitions of real estate that represent 5% or more (but less than 20%) of our total assets made in a 
single transaction, or in a series of related transactions carried out within a period of twelve months that by their 
terms may be considered as a single transaction, will require the prior approval of our board of directors.  In 
addition, any investments or acquisitions made by us that represent 20% or more of our total assets made in a single 
transaction, or in a series of related transactions carried out within a period of twelve months that by their terms may 
be considered as a single transaction, will require the prior approval a majority of the holders of our CBFIs.  In 
either case, such determination will be made based on our financial statements for the immediately preceding fiscal 
quarter. 

Disposition Policies 

In accordance with our Trust Agreement, our board of directors is responsible for establishing disposition 
policies with respect to our assets in order to ensure that our properties continue to be most suitable to our long term 
earnings growth objectives and contribute to increasing portfolio value.  We do not currently intend to dispose of 
any of the properties in our initial portfolio, although we reserve the right to do so if our board of directors 
determines that such action would be in the best interests of the holders of our CBFIs.  For example, properties that 
no longer meet our total return objectives or current investment criteria will be targeted for sale to create investment 
capital.  We may also dispose of properties acquired in portfolio acquisitions that are not in our target markets. 

Conflicts of Interest Policies 

Under our Trust Agreement, our board of directors is responsible for approving our policies with respect to 
related parties.  In accordance with our Trust Agreement, the affirmative vote of a majority of the independent 
members of our board of directors is required prior to us entering into any material contract, transaction or 
relationship with, terminating any agreement with, or commencing litigation against, a related party, including our 
Advisor, the members of our board of directors or any other person or party who may have a conflict of interest.  
Incumbent Directors are not permitting to vote in any such circumstance.  We are subject to conflicts of interest 
arising out of our relationship with our Advisor and its affiliates.  See “Certain Relationships and Related 
Transactions.” We cannot assure you that our policies will succeed in eliminating the influence of such conflicts.  If 
they are not successful, decisions could be made that might fail to reflect fully the interests of all holders of our 
CBFIs.  See “Risk Factors—Risks Related to Our Properties and Operations—Members of our Advisor’s team have 
outside business interests and investments, which could potentially result in conflicts of interests or take their time 
and attention away from us.” 

Policies with Respect to Other Activities 

Environmental Risk and Sustainability Management Strategy (SEMS) 

We maintain environmental risk and sustainability policies that seek to reduce environmental risks while at 
the same time ensuring the sustainable development of our business through a multidisciplinary approach that 
integrates economic, environmental and social care.  We intend to capitalize on our Advisor’s global infrastructure 
designed to construct, operate and maintain assets in a sustainable manner.  We intend to follow procedures for 
Environmental Site Assessment (ESA Phase I and Phase II), based in part on ASTM 1527, as well as conduct 
environmental analyses of our lease agreements.  Whenever possible, our lease agreements will include 
sustainability clauses, as well as green lease and environmental clauses.  In addition, we will conduct annual risk 
management visits of all tenants and land reserves and provide our employees with environmental training. 

Issuance of Additional CBFIs 

Subject to certain formalities required under Mexican law, including obtaining any necessary governmental 
authorizations, we have authority to offer new CBFIs in exchange for property and to repurchase or otherwise 
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acquire our CBFIs in the open market or otherwise, and we may engage in such activities in the future.  Except in 
connection with our Formation Transactions, we have not issued CBFIs or any other securities in exchange for 
property or any other purpose, and our board of directors has no present intention of causing us to repurchase any 
CBFIs.  Our Trust Agreement does not contemplate the issuance of preferred CBFIs by us.  See “Description of Our 
CBFIs and Certain Provisions of Our Trust Agreement and Mexican Law.” 

Continued Qualification as a FIBRA 

We have not engaged in trading, underwriting or agency distribution or sale of securities of other issuers 
and do not intend to do so.  At all times, we intend to make investments in such a manner as to qualify as a FIBRA 
for Mexican federal income tax purposes, unless, due to circumstances or changes in Mexican tax rules and 
regulations, our board of directors determines that it is no longer in our best interest to qualify as a FIBRA.  We 
have not made any loans to third parties, although we may in the future, in terms of Mexican law, make loans to 
third parties limited to our business purposes. 

We intend to make available to holders of our CBFIs audited annual financial statements and annual 
reports.  See “Available Information.” 
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PRINCIPAL HOLDERS 

The following table sets forth certain information with respect to those persons and entities that will have 
an economic interest in our outstanding CBFIs immediately following the completion of the Global Offering and our 
Formation Transactions.   

 
Before exercise of  
over-allotments 

After exercise of  
over-allotments and 
repurchase of CBFIs 

Beneficial Owner 
Beneficially 

Owned 
Percentage 

of All CBFIs 
Beneficially 

Owned 
Percentage 

of All CBFIs 
California State Teachers’ Retirement System ........................ 42,006,724  11.0% 18,821,750   4.9% 
Public Employees’ Retirement  
    Association Of Colorado...................................................... 

24,143,503  6.3% 9,190,218   2.4% 

Prudential Insurance Company of America ............................. 10,378,848  2.7% 4,162,107   1.1% 
Pim Foreign Investments, Inc. ................................................. 6,483,496  1.7% 6,483,496   1.7% 
Others ...................................................................................... 298,002,065  78.2% 342,357,065   89.9% 
Total ........................................................................................ 381,014,635  100.0% 381,014,635 100.0% 
 

In the event the over-allotment option is exercised in part or in full, we will deliver the proceeds from the 
settlement of such CBFIs to the Contributing Trusts for further distribution to certain of the principal holders listed 
in the table above as part of their compensation in respect of their interests in the Underlying Properties.  Any 
exercise of the over-allotment option will result in the issuance of fewer CBFIs to the Contributing Trusts such that 
the total number of CBFIs outstanding would not change as a result of the exercise of the over-allotment option.  See 
“Structure and Formation—Consideration Paid for the Initial Portfolio.” 

 



 

 125  
 

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

The Advisory Agreement 

Prior to the completion of the Global Offering, we will enter into the Advisory Agreement with our 
Advisor.  For more information, see “Management—Our Advisor—The Advisory Agreement.” 

Our FIBRA was established by PREI.  In structuring the FIBRA, PREI prepared and negotiated our Trust 
Agreement and our Advisory Agreement and as a result these agreements were not negotiated on an arm’s-length 
basis with respect to our Advisor, which is an affiliate of PREI Latin America.  Under our Trust Agreement and 
Advisory Agreement, our Advisor has significant authority to determine our day-to-day operations, including, 
subject to certain approval requirements, our investments, dispositions and financings.  Under our Trust Agreement, 
our Advisor is entitled to directly appoint one member to our board of directors.  See “—Conflicts of Interest.” 

Formation Transactions—Contribution and Acquisition of the Underlying Properties 

We were formed on January 29, 2013 as a real estate investment trust under the laws of Mexico.  Upon 
completion of the Global Offering and our Formation Transactions, our initial portfolio will be comprised of 146 
Underlying Properties.  We will be the sole owner and title holder of each of the CPOs issued by the CPO Trusts, 
which hold the beneficiary interests of the Underlying Property Trusts that own the Underlying Properties.  Prior to 
the completion of the Global Offering and our Formation Transactions, our Initial Portfolio has been managed by 
PREI and its affiliates. 

As part of our Formation Transactions, each Contributing Trust will transfer the CPOs held by it to us, and 
such Contributing Trusts will make certain representations and warranties, including warranty of title, with respect 
to such CPOs and the respective Underlying Properties held, directly or indirectly, by the CPO Trusts.  Upon such 
transfer of CPOs, the Contributing Trusts will be amended to provide that any consideration in CBFIs received by 
such Contributing Trusts in exchange for the transfer of the CPOs will continue to form part of the estate of the 
Contributing Trusts and serve as a backstop for any claim that may arise from the breach of such representations and 
warranties, for a period of 180 calendar days after the date of transfer of the CPOs to us.  After such date, all assets 
that form part of the estate of the Contributing Trusts, including the CBFIs, will be distributed to the beneficiaries 
thereunder, and the Contributing Trusts will thereafter be terminated, except to the extent any claims have been 
asserted by us against a Contributing Trust prior to the expiration of such 180-day period.  Therefore, upon 
expiration of such 180-day period, we will have no further claim or recourse with respect to any representations and 
warranties made by the Contributing Trusts in connection with the CPOs and the respective Underlying Properties.  
See “Risk Factors—Risks Related to the Securities Markets and Ownership of our CBFIs.” 

For a summary of the value of the consideration paid in exchange for the CPOs, as allocated among the 
Contributing Trusts, see “Structure and Formation—Consideration Paid for the Initial Portfolio.” 

Conflicts of Interest 

Certain non-independent members of our board of directors and certain officers and employees of our 
Advisor and our business may have outside business interests, including ownership and, in some cases, management 
responsibilities related to certain properties and entities that are not being contributed in our Formation Transactions.  
The presence of outside business interests may present a conflict in that they could interfere with the ability of such 
persons to devote time and attention to our business and affairs and, as a result, our business could be harmed. 

Our Trust Agreement establishes certain policies and procedures to address potential conflicts of interest.  
For example, transactions with related parties or that otherwise may represent a conflict of interest require the prior 
approval of our board of directors granted in a meeting in which members of the board of directors who are not 
independent may not vote with respect to such matter.  Notwithstanding the foregoing, we cannot assure you that the 
conflict will be totally eliminated or limited in a satisfactory manner to the holders of our CBFIs, or that our policies 
and procedures will be adequate to address all of the conflicts that may arise.  See “Policies with Respect to Certain 
Activities—Conflicts of Interest Policies.”  Until the Prumex Restriction expires or is expressly waived, we would 
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only be able to acquire an industrial real estate asset that meets the criteria of Prumex Industrial’s investment 
guidelines after Prumex Industrial has declined to pursue the opportunity.  See “—Prumex Industrial.”  In addition, 
in the event that an investment opportunity is appropriate for two or more PREI Latin America affiliates, and in the 
case of Prumex Industrial, the Prumex Restriction has expired or been expressly waived, the opportunity must be 
presented to the PREI Latin America allocation committee (the “Allocation Committee”) for its review.  The 
Allocation Committee is comprised of four voting members and its decisions are determined by simple majority.  
The Allocation Committee considers (i) the suitability of the investment opportunity based on the affiliates’ 
investment criteria and objectives, (ii) the purchasing power of the affiliate, (iii) the discretionary or non-
discretionary nature of the investment, (iv) the composition of debt and equity necessary to complete the transaction, 
(v) the investment timeline for each affiliate and (vi) any other relevant information.  Members of the Allocation 
Committee that have a conflict of interest with respect to a given transaction are required to recuse themselves from 
the vote with respect to the allocation of such opportunity. 

In addition, our Advisory Agreement was negotiated between related parties and its terms, including fees 
payable, may not be as favorable to us as if it had been negotiated with unaffiliated third parties.  We do not benefit 
from an exclusivity commitment from PREI Latin America or its affiliates.  Furthermore, PREI Latin America and 
its affiliates may grant similar exclusivity commitments, which are common to opportunistic funds like Prumex 
Industrial, to other investment vehicles in the future.  In the event PREI Latin America or its affiliates grants another 
industrial vehicle exclusivity or other preferential arrangements to our detriment, the Holders of the CBFIs can 
always exercise their right to terminate the Advisor by simple majority vote without penalty. 

Prumex Industrial 

Prumex Industrial is a closed-end industrial real estate investment fund publicly traded in Mexico and 
managed by an affiliate of our Advisor.  Until the earlier of August 24, 2015 and the date on which Prumex 
Industrial commits 80% of its target investments (which percentage may be increased by a majority vote of Prumex 
Industrial investors), affiliates of our Advisor have agreed that Prumex Industrial would be the only investment 
vehicle managed by PREI Latin America or its affiliates, including our Advisor, to acquire certain types of industrial 
real estate in Mexico.  The Prumex Industrial target investment is approximately Ps.3.7 billion and approximately 
42% has been committed for investment as of March 18, 2013.  Until the Prumex Restriction expires or is expressly 
waived, we would only be able to acquire an industrial real estate asset that falls within the scope of Prumex 
Industrial’s investment guidelines after Prumex Industrial has provided its express consent and has declined to 
pursue the opportunity.  Such investment guidelines include (i) investments in industrial properties located in 
Mexico and engaged in the logistics, manufacturing and distribution sectors, (ii) the acquisition of undeveloped land 
to be utilized in the construction of industrial properties, and (iii) the development of infrastructure and industrial 
properties.  Pursuant to Prumex Industrial’s investment guidelines, Prumex Industrial may not acquire any properties 
that have an acquisition cost greater than 15% of the market value of all assets of Prumex Industrial. 

Prumex Industrial is, and since its inception has been, exclusively focused on opportunistic acquisitions and 
providing investors with high rates of return typically associated with property development.  Prumex Industrial 
targets high rates of return through an investment strategy that involves substantial development and leasing risk. Its 
development plan contemplates that 50% of its target investment will be in respect of speculative projects.  Our 
immediate investment objective, on the other hand, is to develop and reposition our existing properties and then 
strategically acquire stabilized properties as opportunities arise while providing consistent returns to holders of our 
CBFIs.  We believe that the investment goals of Prumex Industrial are sufficiently different from ours such that 
investment opportunities that are attractive to us are unlikely to satisfy the investment policies of Prumex Industrial.  
Notwithstanding the foregoing, until Prumex Industrial is fully invested or its investment period has expired, 
Prumex Industrial’s investment objectives may be changed by the affirmative vote of 90% of the holders of its trust 
certificates to potentially allow Prumex Industrial to pursue business strategies similar to our own and compete with 
us for investment opportunities.  Due to the fact that our Advisor and Prumex Industrial’s manager are both affiliates 
of PREI Latin America, in the event that the Prumex Restriction expires and Prumex Industrial has not yet reached 
its target investment, a potential conflict of interest may arise in the allocation of potential investments that are 
suitable for both us and Prumex Industrial. 
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Formation Transactions 

Pursuant to the contribution agreement relating to the transfer of the CPOs to us, each Contributing Trust 
will transfer the CPOs held by it to us, and in exchange, we will use the net proceeds of the Global Offering to make 
a cash payment of US$292.4 million and issue 85,314,635 CBFIs (44,355,000 of which will be withheld pending the 
exercise of the over-allotment option) to the Contributing Trusts in consideration for such CPOs.  The amount of 
cash and CBFIs that we will pay or issue in exchange for such CPOs was determined prior to the date of the Global 
Offering by the Contributing Trusts and the members of our board of directors at such time, based on the pro rata 
share of the NAV of each Contributing Trust as of December 31, 2012.  No factor was given greater value than any 
other in the valuation of the CPOs, and the values attributed to the CPOs were not necessarily the book values of the 
CPOs.  Upon completion of the Global Offering and our Formation Transactions, the Contributing Trusts will 
collectively own approximately 22.4% of our outstanding CBFIs (assuming no exercise of the over-allotment 
option) and have the ability to substantially influence us. 
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DESCRIPTION OF OUR CBFIS AND CERTAIN PROVISIONS 
OF OUR TRUST AGREEMENT AND MEXICAN LAW 

Set forth below is certain information concerning our CBFIs and a brief summary of certain provisions of 
our Trust Agreement and Mexican law.  The description does not purport to be complete and is qualified in its 
entirety by reference to our Trust Agreement and Mexican law.  Unless otherwise indicated, this description gives 
effect to our capitalization after the Global Offering. 

General 

We were formed as a trust on January 29, 2013, under the laws of Mexico.  Our principal office is located 
at Andres Bello #10, Piso 11, Col. Polanco, 11560, México, D.F., Mexico.  A copy of our Trust Agreement has been 
filed with the CNBV and with the Mexican Stock Exchange and is available for review at the Mexican Stock 
Exchange on its electronic website www.bmv.com.mx. 

Our Trust Agreement provides that our main business purposes the acquisition or construction of real estate 
properties in Mexico destined for lease or the acquisition of the right to obtain income from the lease of such real 
estate properties.  Our Trust Agreement appoints The Bank of New York Mellon, S.A., I.B.M., as our Trustee. As 
Trustee, The Bank of New York Mellon, S.A., I.B.M.,, will take certain actions on our behalf pursuant to the 
instruction of our Advisor in accordance with the Advisory Agreement.   

CBFIs 

Our Trust Agreement provides that the Trustee may issue CBFIs from time to time, including our CBFIs to 
be issued in the Global Offering and our Formation Transactions, pursuant to and in accordance with our Trust 
Agreement and applicable Mexican legal requirements.  We have applied to list our CBFIs on the Mexican Stock 
Exchange under the symbol “TERRA13,” which is subject to the approval of the Mexican Stock Exchange.  Our 
CBFIs will be issued without par value, and may be issued to, paid for and held by either Mexican or non-Mexican 
investors.  Our CBFIs do not grant holders the right to directly use the real estate properties that form part of our 
assets. 

After giving effect to the Global Offering and our Formation Transactions, 381,014,635 CBFIs will be 
issued.  Under Mexican law, holders of our CBFIs are not generally liable for our debts or obligations. 

Our CBFIs being offered pursuant to this offering memorandum will be issued by us and do not represent 
any interest in or obligation of our Advisor, the Trustee, the Common Representative or any of their affiliates.  
Further, our CBFIs are not a deposit or other obligation of any bank, are not an insurance policy of any insurance 
company and are not insured or guaranteed by the U.S. Federal Deposit Insurance Corporation, any other (U.S. or 
Mexican) governmental agency or any insurance company.  Our CBFIs will not benefit from any insurance guaranty 
association coverage or any similar protection. 

By acquiring our CBFIs, holders of our CBFIs will be deemed to consent that the Trustee is responsible for 
our compliance with the Mexican Flat Rate Tax Law (Ley del Impuesto Empresarial a Tasa Única or “LIETU”), the 
Mexican Income Tax Law (Ley del Impuesto Sobre la Renta or “LISR”), and the determination of the tax due 
thereunder. 

Any Person seeking to acquire in the secondary market, by any means, direct or indirect, the ownership of 
10% or more of the CBFIs in circulation, within or outside of any stock market, will have to obtain the previous 
authorization of the board of directors and to that effect, will have to notify the Management Subsidiary in writing of 
his intention to realize such purchase.  Such notification must include, at least, (i) a statement from the potential 
purchaser on whether the purchase proposal is conducted by such person individually or as part of a joint purchase 
with another person or group of persons; (ii) the number of CBFIs that the person directly or indirectly holds, and 
the percentage of CBFIs in circulation that such CBFIs represent at the date of the request; (iii) the number of CBFIs 
that such person intends to purchase, as well as the percentage of all CBFIs in circulation that the person will hold, 
directly or indirectly, once the purchase is complete; and (iv) a statement as to whether such person, either 
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individually or through a group of persons, intends to acquire by any means, directly or indirectly, (1) ownership of 
30% or more of the CBFIs in circulation, through one or more transactions of any nature, simultaneous or 
successive, or (2) a number of CBFIs that gives that person or group of persons control of the trust.  The 
Management Subsidiary will arrange a meeting of the board of directors within five business days following the date 
on which the Management Subsidiary receives the notification.  The board of directors will have to issue a 
resolution within a period of no more than 30 business days from the date on which it receives the corresponding 
notification. 

Changes in CBFIs, Other Securities, Preemptive Rights and Redemption 

We may issue additional CBFIs at any time, both within and outside of Mexico in accordance with articles 
63, 64, and any other applicable articles of the Mexican Securities Market Law and our Trust Agreement, as 
instructed by our board of directors.  We will also be required to satisfy as certain formalities required under 
Mexican law, including obtaining any necessary governmental authorizations.  Our Trust Agreement does not 
impose a limit on the number of CBFIs we are authorized to issue. 

CBFIs issued by the Trustee in every issuance will be considered part of the same issuance, will be subject 
to the same terms and conditions and will give holders the same rights, as such holders will be represented in the 
same Holders Meetings.  The specific terms of each CBFI will be established in the title that represents it.  In each 
case, the CBFIs issued by the Trustee will have to comply to the terms under applicable laws. 

By purchasing our CBFIs, holders of our CBFIs agree to be subject to the Trust Agreement and to the 
CBFIs themselves, and expressly agree that (i) they will not hold the right of preference for the purchase of CBFIs 
issued by the Trustee in any additional issuance and (ii) the Trustee is the only legitimate owner of the Trust Assets 
and the holders do not have any right in relation to the aforementioned or any part of the aforementioned, or to 
receive any income generated by the aforementioned, except for that which is established by the Trust Agreement 
and in the CBFIs. 

The Common Representative 

Our Trust Agreement appoints Monex Casa de Bolsa, S.A. de C.V., Monex Grupo Financiero (or any entity 
appointed as a successor thereto) as the Common Representative, of the holders of our CBFIs collectively (and not 
individually). 

The Common Representative shall have the duties, rights and authorities provided for in the Mexican 
Securities Market Law and the LGTOC, in the global certificate representing our CBFIs and in the Trust Agreement.  
With respect to all other matters, the Common Representative must act pursuant to the instructions of the Holders 
Meeting.  The Common Representative’s rights and obligations include, without limitation, the following: 

(i) executing the global certificate representing our CBFIs after verifying that it complies with all 
applicable legal requirements; 

(ii) verifying the execution of our Trust Agreement; 

(iii) verifying the existence of our trust estate; 

(iv) verifying our compliance with the use of proceeds from the Global Offering; 

(v) verifying the compliance of the Trustee, our Advisor and our Management Subsidiary with their 
obligations under our Trust Agreement and of any other person in accordance with agreements executed to 
accomplish the purposes of our Trust Agreement; 

(vi) notifying the CNBV, the BMV and Indeval with respect to any delay by the Trustee in complying with 
its obligations in accordance with the Trust Agreement; 
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(vii) calling and presiding over a Holders Meeting as required under applicable law, the global certificate 
representing our CBFIs and/or our Trust Agreement, and when it considers it necessary or advisable to to obtain 
confirmation of the holders of our CBFIs regarding any decision making , or the performance of any matters 
resolved by a Holders Meeting; 

(viii)  performing all necessary or advisable acts with the purpose of complying with any resolution 
adopted in a Holder’s Meeting; 

(ix) executing documents and agreements with the Trustee from time to time, on behalf of the Holders of 
our CBFIs, in connection with the Trust Agreement and/or the CBFIs; 

(x) taking all actions needed to preserve the rights of holders of our CBFIs collectively; 

(xi) preparing and publishing payment notices for the holders of our CBFIs and give notice of any 
distributions to Indeval and the BMV with at least six business days in advance; 

(xii) acting as intermediary between the Trustee and holders of our CBFIs for purposes of delivering to 
such holders any amounts due to them under our Trust Agreement and for any other required matter; 

(xi) exercising its rights and complying with its obligations established in the global certificate representing 
our CBFIs, our Trust Agreement and other documents to which it is a party; 

(xii) requesting from the Trustee, our Advisor and our Management Subsidiary all information and 
documentation (including information relating to our financial condition) it needs to carry out its duties as Common 
Representative set forth in our Trust Agreement (in the understanding that the Trustee and our Advisor provide all 
reasonably requested information and documentation); 

(xiii) furnishing to the holders of our CBFIs, when required, copies of reports delivered to the Common 
Representative by the Trustee and /or our Advisor; and 

(xiv) in general, carrying out all actions and complying with all of its duties, as well as exercising all of its 
powers, as provided for in the LGTOC, the Mexican Securities Market Law, the applicable regulations issued by the 
CNBV and  the applicable stock market practices. 

Any and all acts carried out by the Common Representative on behalf of the holders of our CBFIs, pursuant 
to the terms of the Trust Agreement, the global certificate representing our CBFIs, other documents to which it is a 
party to, or applicable law, are binding on the holders of our CBFIs and are deemed accepted by such holders. 

The Common Representative may be removed at any time, by resolution of an Extraordinary Holders 
Meeting; provided that, such removal will be effective only when a substitute common representative has been 
appointed by a Holders Meeting and the substitute representative has begun serving as Common Representative and 
has taken office. 

Any institution serving as the Common Representative under the Trust Agreement may resign in 
accordance with the LGTOC.  The Common Representative is required to deliver a written notice of its intention to 
resign to the Advisor and the Trustee at least 60 days prior to such resignation, and such resignation will not become 
effective until a substitute Common Representative has been appointed by the Extraordinary Holders Meeting and 
such substitute Common Representative has accepted its appointment and taken office. 

The Common Representative’s obligations will cease upon the complete redemption of the CBFIs. 
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Our Initial Assets 

Our Trust Agreement provides that our assets will be comprised of, among other things: 

(i) the Real Estate Assets; 

(ii) any issuance proceeds obtained from any issuance of CBFIs pursuant to the terms of our Trust 
Agreement; 

(iii) any and all assets, properties, payments or rights received by the Trustee, as well as the obligations that 
it may assume, derived from any and all of the acquired Real Estate Assets whether directly or through trusts by the 
Trustee in the terms set forth in our Trust Agreement; 

(iv) any and all amounts deposited, from time to time, in any of our trust accounts; 

(v) all rights and payments arising from or in connection with the derivatives transactions that may form 
part of the trust estate from time to time; 

(vi) any and all of the returns on investments obtained from the existing liquid assets in our trust accounts 
by the investment of such in certain permitted investments; 

(vii) any and all other assets, obligations and rights assigned to and/or acquired by the Trustee for our 
business purposes pursuant to or as contemplated in our Trust Agreement; 

(viii) any and all cash and all products and/or proceeds derived from or in connection with the assets 
described in numerals (i) to (vii) above; and 

(ix) the equity interest of the Management Subsidiary. 

The Trustee 

The Trustee’s obligations include, among other things 

(i) complying with its obligations and exercising the rights of the Trust Agreement in order to comply with 
our business purposes; and 

(ii) acting in conformity with the other documents that it must sign in accordance with the Trust Agreement 
and in conformity with the written instructions it receives from the Advisor, the Management Subsidiary, the board 
of directors or the Common Representative. 

Our board of directors may call a Holders Meeting to reach a decision with respect to any matters not 
provided for in our Trust Agreement.  For those matters requiring prompt attention and with respect to which a 
meeting of holders of our CBFIs is therefore not called, our board of directors is required to resolve such matters 
promptly, in consultation with our Practices Committee and our Audit Committee, if necessary. 

Our Trust Agreement provides that the Trustee will only be liable under our Trust Agreement in instances 
of negligence, fraud or bad faith (as construed under Mexican legal standards). 

The Holders Meeting may remove at any time The Bank of New York Mellon, S.A., I.B.M.,, as Trustee; 
provided that the Trustee is notified in writing of such removal with at least 15 calendar days prior to the date on 
which its removal shall take effect and; provided, further, that within such 15 calendar day term, a substitute trustee 
shall (i) be appointed by the meeting of holders of our CBFIs, and (ii) accept the appointment as Trustee hereunder. 

The Trustee may only resign its appointment for a serious cause (causa grave) as determined by a court of 
first instance with jurisdiction in its domicile pursuant to article 391 of the LGTOC; provided that the Trustee shall 



 

 132  
 

give written notice to our Management Subsidiary and the Common Representative of its intention to resign at least 
60 calendar days prior to such resignation; and provided, further, that the Trustee shall not be released as trustee 
hereunder until a substitute trustee shall have been appointed by meeting of holders of our CBFIs (which substitute 
trustee shall be approved in writing by our Management Subsidiary), and such substitute trustee shall have accepted 
such appointment in writing. 

Holders Meetings of our CBFIs and Voting Rights 

The Common Representative is obligated to summon an Ordinary Holders Meeting at least once a year 
(before March 15, following the end of each fiscal year) in order to (i) discuss and, if necessary, approve the annual 
audited financial statements of our Trust, (ii) discuss and, in certain cases, approve our Management Subsidiary’s 
annual report, and (iii) appoint, ratify or remove members of the board of directors.  Our Management Subsidiary 
and the holders of our CBFIs that individually or jointly hold title to 10% or more of our CBFIs will have the right 
to request the Common Representative to call for a Holders Meeting, specifying the items of the agenda for such 
Holders Meeting.  The Holders Meeting will be presided over by the Common Representative, who shall act as 
chairperson in each Holders Meeting.  The Common Representative shall issue the convocation for the Holders 
Meeting to assemble within thirty calendar days from the date of reception of the convocation.  If the Common 
Representative fails to comply with this obligation, the Trustee’s Office’s trial judge, at the request of the 
Management Subsidiary or of the soliciting holders, as the case may be, will have to issue the call for the assembly 
of the Holders Meeting. 

Calls for meeting of the holders of our CBFIs will be published at least once in a newspaper of major 
national distribution and in Emisnet and delivered to the Trustee and our Management Subsidiary at least ten 
calendar days prior to the date of the respective meeting.  The respective call will include the items to be discussed 
at the meeting.  In order to attend a meeting, the holders shall deliver the deposit certificates (constancias de 
depósito) issued by Indeval and the list of holders issued for such purposes by the corresponding brokerage house, if 
applicable, with respect to our CBFIs owned by such holders, with the Common Representative at such location 
indicated by the Common Representative no later than the Business Day prior to the date on which the meeting will 
take place.  The holders may be represented at the meeting by an attorney-in-fact, authorized by a proxy letter signed 
by two witnesses. 

The holders of our CBFIs that individually or jointly hold title to 10% or more of our CBFIs will have the 
right to request the Common Representative to delay voting on a Holders Meeting for one time, and for a period of 
three business days and without the need of a new call, when such holders represent not to be sufficiently informed. 

Minutes of each meeting shall be signed by the persons who acted as Chairperson and Secretary of the 
meeting and the Common Representative, who shall keep such minutes.  The attendance list signed by the holders 
present at the meeting and the tellers will be attached to the minutes.  The minutes as well as the certificates, 
accounting books and other information regarding the Holders Meeting or the Common Representative will be kept 
by the Common Representative and may be consulted at any time by the holders, who will have the right, at their 
own cost, to request copies of such documents to the Common Representative. 

Voting 

Each outstanding CBFI entitles the holder thereof to one vote on all matters submitted to a vote of holders, 
including the election of members of our board of directors. 

The holders may enter into agreements with respect to the exercise of their voting rights in a Holders 
Meeting.  The execution of such agreements and their terms shall be notified to the Trustee and our Management 
Subsidiary (with a copy to the Common Representative) by the holders party thereto within the five business days 
following the execution date thereof, in order for the Trustee to reveal such information to the general public by 
means of the BMV and Emisnet, as well as disclosing the existence of such agreement in the annual report.  Such 
agreements may include the waiver by the holders to exercise their right to name a board of directors member. 
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As described above, the holders of our CBFIs may hold Ordinary Holders Meetings and Extraordinary 
Holders Meetings. 

The Ordinary Holders Meeting has the following authorities: 

(a) Approve our annual audited financial statements. 

(b) Approve the Management Subsidiary’s annual report. 

(c) Appoint, ratify or remove members of our board of directors. 

(d) Approve any investment, divestment or acquisition made directly or indirectly by us that represents 
20% or more of the value of our estate as of the end of the immediately preceding quarter, including 
those made through several, simultaneous or successive related transactions within a 12 month period 
commencing on the date of the first transaction. 

(e) Remove The Bank of New York Mellon, S.A., I.B.M., as our Trustee, and appoint a Mexican banking 
institution or brokerage house, approved in writing by the Management Subsidiary, to act as our 
substitute trustee. 

(f) Approve additional issuances of CBFIs, whether public or private, within or outside of Mexico. 

(g) Take any other action reserved for the Holders Meeting that is not otherwise expressly reserved for the 
Extraordinary Holders Meeting. 

In order for an Ordinary Holders Meeting to be validly installed, the majority of the Holders having the 
right to vote in such meeting shall be present; provided, that if such quorum is not met and the meeting reconvenes 
by virtue of a second call, the meeting will be validly installed with any number of Holders that are present, and all 
resolutions of such Ordinary Holders Meeting will be validly adopted by the majority of the Holders present in such 
meeting that have a right to vote. 

The Extraordinary Holders Meeting has the following authorities: 

(a) Approve the removal and/or substitution of the Advisor upon the occurrence of an Advisor Removal 
Event or without cause pursuant to the Advisory Agreement, and approve the entity that may substitute the Advisor 
in such capacity pursuant to the Advisory Agreement. 

(b) Remove Monex Casa de Bolsa, S.A. de C.V., Monex Grupo Financiero as our Common Representative, 
and appoint a Mexican banking institution or brokerage house to act as common representative of the Holders 
pursuant to the terms set forth in the respective global certificate. 

(c) Approve any amendment to a global certificate and or any of the related transaction documents that 
could reasonably have a material adverse effect on the Holders of our CBFIs. 

(d) Approve the delisting of the CBFIs from the BMV and the deregistration thereof from the RNV. 

(e) Approve our dissolution. 

In order for an Extraordinary Holders Meeting to resolve to remove the Advisor, 50% of the outstanding 
CBFIs must be present at the meeting, and the resolutions of such Holders Meeting shall be adopted by the favorable 
vote of the holders of our CBFIs representing 50% of the outstanding CBFIs. 

In order for an Extraordinary Holders Meeting to resolve to remove the Common Representative or any 
change to the global certificate, Holders representing at least 75% of the outstanding CBFIs must be present at the 
meeting, and the resolutions of such Holders Meeting must be adopted by the favorable vote of the holders of our 
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CBFIs representing more than half of the outstanding CBFIs; provided, that if this Extraordinary Holders Meeting 
meets under a second or subsequent calls, decisions shall be valid regardless of the number of CBFIs is represented. 

In order for Extraordinary Holders Meetings to resolve to delist our CBFIs or dissolve us, holders of our 
CBFIs representing 95% of the outstanding CBFIs must be present at the meeting, and the resolutions of such 
Holders Meeting must be adopted by the favorable vote of the Holders representing 95% of the outstanding CBFIs. 

Holders of our CBFIs may be represented at the meeting by an attorney-in-fact, authorized by a proxy 
letter. 

In the event that we repurchase any CBFIs under the terms of the Trust Agreement and such CBFIS have 
not yet been canceled at the time of a Holders Meeting, such CBFIs are not represented or voted during Holders 
Meetings. 

Registration and Transfer 

Holders will hold our CBFIs indirectly.  Our CBFIs shall be issued in the form of a global certificate 
deposited in Indeval, shall be registered with the RNV and listed on the BMV, and shall be publicly offered in 
Mexico. 

Indeval is the holder of record in respect of all CBFIs held in book-entry form.  Indeval will issue deposit 
certificates (constancias de depósito) to holders of our CBFIs. 

The transfer of CBFIs must be registered with Indeval.  Transfers of CBFIs deposited with Indeval will be 
registered in book entry form pursuant to the Mexican Securities Market Law. 

Dividends 

The timing, form, frequency and amount of dividends will be determined by our board of directors based 
upon a variety of factors, including: 

 actual results of operations (including our annual tax result); 

 our level of retained cash flows; 

 the terms, requirements and provisions of any financing agreements; 

 capital expenditure requirements for our properties; 

 our operating expenses; 

 our future prospects and our expected financial performance and working capital needs; 

 any changes in law, general economic and business conditions; and 

 other factors that our board of directors may deem relevant, including the amount of dividends paid by 
similar businesses. 

The Management Subsidiary, based on dividend policies approved by the board of directors, instructs the 
Advisor on the timing and amount of dividends payable to the Holders.  The Advisor, in turn, instructs the Trustee to 
pay such distributions. 

The FIBRA must distribute to the holders of its CBFIs at least once a year, a minimum of 95% of the net 
taxable income of the previous fiscal year. 
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Appraisals 

Initially the Trust will hire Galaz, Yamazaki, Ruíz Urquiza, S.C. Member of Deloitte Touche Tohmatsu 
Limited as the Independent Appraiser.  The Trust may substitute or hire additional Independent Appraisers listed in 
Appendix “E” of the Trust Agreement.  If the Trust hires a provider other than the firms listed in Exhibit “E” of the 
Trust Agreement, it shall require the prior authorization of the board of directors. 

The Independent Appraiser will prepare a valuation of our real estate Assets in accordance with the 
guidelines that have been approved by the Advisor.  Such valuations will be made public through the officers of the 
Common Representative, and will be submitted to us, the Management Subsidiary, the Advisor, the Common 
Representative, the External Auditor and the members of our board of directors.  We will pay the cost of such 
valuation as part of our maintenance costs. 

The initial fees of the Independent Appraiser and any expenses or costs derived from the valuation of our 
Real Estate Assets will be considered as an expense of the Global Offering. 

Term and Termination 

Our Trust Agreement shall remain in full force and effect until the purposes of the Trust have been 
complied with; provided, that our Trust Agreement shall terminate (i) when all of the Real Estate Assets that 
comprise the trust estate have been disposed of in accordance with our Trust Agreement and all of the amounts 
deposited in any trust accounts have been distributed to the holders pursuant to our Trust Agreement; (ii) upon 
request by the Trustor in the event the Trustee does not carry out the Initial Issuance of CBFIs within the 90 days 
following our Trust Agreement taking effect; or (iii) by resolution of the holders in an Extraordinary Holders 
Meeting.  Notwithstanding the foregoing, our Trust Agreement shall only terminate when all of the obligations 
payable with funds from the trust estate have been paid in full; provided, that in any event, the term of our Trust 
Agreement may not exceed the term set forth in article 394 of the LGTOC, which is 50 years. 

Liquidation 

Upon our dissolution, one or more liquidators must be appointed by our board of directors to wind up our 
affairs.  All fully paid and outstanding CBFIs will be entitled to participate equally in any distribution upon 
liquidation. 

Upon termination of our Trust Agreement (and us, as a trust), the liquidation process with respect to our 
assets will proceed as follows: (i) our board of directors will appoint a liquidator within 15 business days of the 
occurrence of one of the events that would cause such termination (as described under “—Term and Termination”), 
and will grant such liquidator certain powers and obligations, including all powers and obligations of our 
Management Subsidiary (and our Management Subsidiary will cease to have such powers and obligations), (ii) the 
liquidator is required to perform all necessary and/or appropriate acts to protect the rights of holders of our CBFIs 
and maintain our assets, as well as cancelling the registration of our CBFIs in the National Securities Registry of the 
Mexican Stock Exchange and any other registry within or outside of Mexico, and (iii) pay our outstanding 
obligations and distribute any remaining amounts of our assets to the holders of our CBFIs pro rata. 

In connection with the liquidation of our assets, the liquidator is required to observe certain procedures 
described in, and perform such liquidation in accordance with, our Trust Agreement. 

Minority Protections Under Our Trust Agreement 

In accordance with Article 63 of the Mexican Securities Market Law, holders of our CBFIs have the 
following rights: 

 any holder, or group of holders, has the right to (i) a portion of our earnings, yields or the residual 
value of our property and rights, and (ii) a share of the proceeds resulting from the sale of the property 
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or rights which are part of our trust estate, in each case, by the terms established in the Trust 
Agreement; 

 any holder, or group of holders, representing 10% of our outstanding CBFIs has the right to request 
that the Common Representative call a Holders Meeting; 

 any holder, or group of holders, representing 10% of our outstanding CBFIs that are represented at a 
Holders Meeting has the right to request that the Common Representative postpone the Holders 
Meeting for three days with respect to a vote on any matter to which such holder(s) do not consider 
themselves sufficiently informed;  

 holders of at least 20% of our outstanding CBFIs have the right to judicially oppose the resolutions 
adopted by a Holders Meeting; and 

 any holder, or group of holders, may appoint and, if applicable, revoke a member of the board of 
directors and his or her respective alternate member for each 10% of our outstanding CBFIs held. 

Other Provisions 

Governing Law; Submission to Jurisdiction 

For all matters relating to the interpretation and fulfillment of our Trust Agreement, the parties hereto 
expressly and irrevocably submit to the applicable laws of Mexico, and to the jurisdiction of the competent courts 
sitting in Mexico City, Federal District, and the parties hereby expressly and irrevocably waive any other 
jurisdiction which may correspond by reason of their present or any future domiciles, or by any other reason. 

Amendments to Our Trust 

Except as otherwise expressly stated in our Trust Agreement, our Trust Agreement may only be amended 
by a written agreement by and among the Advisor, the Trustee and the Common Representative with the approval of 
an Extraordinary Holders Meeting; provided that, consent of the Holders shall not be required if the purpose of such 
amendment is (i) to reflect a change that does not adversely affect the rights of any Holder under the CBFIs or the 
Trust  Agreement, or (ii) to cure any ambiguity in, correct or supplement any provision, or make other changes with 
respect to matters arising under, the Trust Agreement, that will not be inconsistent with law or with the provisions of 
the Trust Agreement that does not adversely affect any Holder, or (iii) to satisfy any legal requirements, conditions 
or guidelines, or (iv) to modify the investment guidelines, leverage guidelines or policies for the payment of 
Distributions, which is within the purview of the board of directors. 

Except as otherwise expressly stated in the Trust Agreement, the Trustee may only modify any other of our 
formation documents to which it is a party, with the approval of the Extraordinary Holders Meeting; provided that, 
the Advisor may instruct the Trustee to enter into such amendment without the consent of the holders of our CBFIs 
if the purpose of such amendment is to: (i) reflect a modification that does not have consequences for or would not 
materially affect any Holder’s rights pursuant to the CBFIs or such formation documents, or (ii) cure any ambiguity, 
correct or complement any provision, or carry out other modifications to the formation documents that are 
inconsistent with the law or with any obligation set forth in this Agreement or in such formation documents that 
does not adversely affect any Holder, or (iii) satisfy any requirements, conditions or guidelines contained in any 
order, directive, opinion, ruling or regulation of a federal, state or local agency or contained in federal, state or local 
law, whether from Mexico, the United States or any other country. 

External Auditor 

Our Management Subsidiary may instruct the Trustee to substitute such External Auditor with the prior 
approval of the board of directors. 
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No later than April 30 of each year during the term of our Trust Agreement, the External Auditor shall 
prepare the audited financial statements of the Trust for the previous year and deliver such audited financial 
statements to our Advisor, our Management Subsidiary, the Trustee, the Common Representative and the members 
of the board of directors; provided, that such audited financial statements shall be accompanied by an independence 
letter issued by the respective External Auditor in accordance with article 84 of the CNBV Regulations.  The audited 
financial statements prepared by the External Auditor shall be prepared in accordance with the CNBV Regulations. 



 

 138  
 

THE MEXICAN SECURITIES MARKET 

The information concerning the Mexican securities market set forth below has been prepared based on 
materials obtained from public sources, including the CNBV, the Mexican Stock Exchange, the Banco de México 
and information made public by market participants.  The following summary does not purport to be a 
comprehensive description of all of the material aspects related to the Mexican securities market. 

Prior to the Global Offering, our CBFIs were not listed on the Mexican Stock Exchange.  The CBFIs will 
be listed on the Mexican Stock Exchange concurrently with the Global Offering.  We cannot predict the liquidity of 
our CBFIs after the Global Offering.  If the trading volume of our CBFIs on the Mexican Stock Exchange falls 
below certain levels, the price for our CBFIs may be affected and our CBFIs may be delisted or deregistered in that 
market. 

Trading on the Mexican Stock Exchange 

The Mexican Stock Exchange, located in Mexico City, is the only stock exchange in Mexico.  Operating 
continuously since 1907, the Mexican Stock Exchange is organized as a publicly traded corporation with variable 
capital stock (sociedad anónima bursátil de capital variable).  Securities trading on the Mexican Stock Exchange 
occurs each business day from 8:30 a.m. to 3:00 p.m. (Mexico City time), subject to adjustments to operate 
uniformly with certain markets in the United States. 

Since January 1999, all trading on the Mexican Stock Exchange has been electronic.  The Mexican Stock 
Exchange may impose a number of measures to promote an orderly and transparent trading price of securities, 
including the operation of a system of automatic suspension of trading in shares of a particular issuer when price 
fluctuations exceed certain limits.  The Mexican Stock Exchange may also suspend trading of an issuer’s securities 
as a result of any non-disclosure of material events of such issuer. 

Settlement on the Mexican Stock Exchange is effected three business days after a share transaction.  
Deferred settlement is not permitted without the approval of the Mexican Stock Exchange.  Securities traded on the 
Mexican Stock Exchange, including our CBFIs, are on deposit with Indeval, a securities depositary that acts as a 
clearinghouse, depositary and custodian, as well as a settlement, transfer and registration agent for Mexican Stock 
Exchange transactions, eliminating the need for physical transfer of securities. 

Even when transactions are by agreement settled in Dollars, under the Monetary Law, the obligations to 
make payments to any company or individual Mexican or foreign in foreign currency, either by agreement or by 
execution of a sentence, can be accomplished in Pesos at the exchange rate for Pesos in effect at the time and the 
place of payment, determined by the Mexican Bank and published in the Official Diary of the payment date. 

The Mexican Securities Market Law provides that foreign-issued securities may be traded by brokerage 
firms and lending institutions through the International Trading System (Sistema Internacional de Cotizaciones) or 
SIC.  These securities may be listed through the SIC if (i) they are not already registered on the RNV, (ii) the market 
of origin or the company issuing the securities has received, based on their characteristics, recognition from the 
CNBV and (iii) they satisfy the in-house requirements of the applicable stock exchange. 

In addition, the BMV operates a system which suspends trading of shares of a particular issuer upon price 
or volume volatility or changes in the offer or demand for such shares that are not consistent with the historic 
performance of the shares and cannot be explained solely through information made publicly available pursuant to 
the CNBV’s general regulations. 

Market Regulation and Registration Standards 

In 1925, the Mexican National Banking Commission (Comisión Nacional Bancaria) was established to 
regulate banking activity and, in 1946, the Mexican National Securities Commission (Comisión Nacional de 
Valores) was established to regulate stock market activity.  In 1995, these two entities were merged to form the 
CNBV. 
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Among other things, the CNBV regulates the public offering and trading of securities and participants in 
the Mexican securities market, and imposes sanctions for the illegal use of insider information and other violations 
of the Mexican Securities Market Law.  The CNBV regulates the Mexican securities market, the Mexican Stock 
Exchange, and brokerage firms through its staff and a board of governors comprised of 13 members. 

Mexican Securities Market Law 

On December 30, 2005, the Mexican Securities Market Law was enacted and published in the Official 
Gazette and became effective on June 28, 2006; however, an additional period of 180 days was granted to issuers to 
incorporate into their by-laws the newly-adopted corporate governance standards.  The Mexican Securities Market 
Law modified the Mexican securities regulation in various material respects.  The reforms introduced were intended 
to update the Mexican regulatory framework applicable to the securities market and publicly traded companies, as 
compared to international standards.  Publicly traded companies are regulated by the Mexican Securities Market 
Law and, secondarily, by the Mexican Corporations Law (Ley General de Sociedades Mercantiles).  Regulations 
issued by the CNBV also supplement several items generally covered by the Mexican Securities Market Law. 

The Mexican Securities Market Law (i) establishes that public entities and the entities controlled by them 
are considered without piercing the corporate veil and, for certain reporting and disclosure purposes, a single 
economic unit (e.g., holding companies and wholly owned subsidiaries), (ii) clarifies the rules for tender offers, 
dividing them into voluntary and mandatory categories, (iii) clarifies standards for disclosure of holdings of 
shareholders of public companies, (iv) expands, clarifies and strengthens the role of the board of directors of public 
companies, including by requiring independent directors, (v) defines the standards applicable to the board of 
directors (and each of its members) and the duties of the board, each director, its secretary, the chief executive 
officer (director general) and other executive officers (introducing concepts such as the duty of care and the duty of 
loyalty), (vi) replaces the statutory auditor (comisario) and its duties with an audit committee, a corporate practices 
committee (which may be merged into a single body) and external auditors, (vii) defines the roles and 
responsibilities of executive officers, (viii) improves the rights of minority shareholders relating to legal remedies, 
exercise of shareholder derivative actions and access to company information, (ix) introduces concepts such as 
consortiums, groups of related persons or entities, control, related parties and decision-making power, (x) expands 
the definition of applicable sanctions for violations of the Mexican Securities Market Law, including punitive 
damages and criminal penalties, (xi) clarifies rules relating to types of equity securities that may be offered by public 
companies, (xii) sets forth rules for share repurchases, and (xiii) specifies requirements for anti-takeover measures. 

Under the Mexican Securities Market Law, public companies must have a board of directors comprised of 
no more than 21 members, of which at least 25.0% must be independent.  Independent members must be selected at 
the issuer’s general ordinary shareholders’ meeting based on their experience, ability and reputation, among other 
factors.  The conclusion as to whether a director is independent must be determined by the issuer’s shareholders, and 
such determination may be challenged by the CNBV.  Deviating from legislative precedents, the Mexican Securities 
Market Law permits then-acting members of the board of directors, under certain circumstances, to appoint, on a 
temporary basis, new members of the board of directors. 

The board of directors of a public company is required to meet at least four times during each calendar 
year.  Its principal duties are (a) the determination of the issuer’s general business strategies, (b) the approval of 
guidelines for the use of corporate assets, (c) the approval, on an individual basis, of transactions with related 
parties, subject to certain limited exceptions, (d) the approval of unusual or non-recurring transactions and any 
transaction related to the acquisition or sale of assets with a value equal to or exceeding 5.0% of the issuer’s 
consolidated assets, or the granting of collateral or guarantees, or the assumption of liabilities, equal to or exceeding 
5.0% of the issuer’s consolidated assets, (e) the appointment or removal of the chief executive officer, (f) the 
approval of accounting and internal control policies, and (g) the approval of policies for disclosure of information.  
Directors are required to seek the best interests of the issuer, and may not favor any shareholder or group of 
shareholders. 

The Mexican Securities Market Law requires the creation of one or more committees in charge of the audit 
and corporate practices functions of the company.  These committees must consist of at least three members 
appointed by the board of directors, and each member must be independent (except for corporations controlled by a 
person or group holding 50.0% or more of the outstanding capital stock, in which case the majority and not all of the 
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members of the committee in charge of the corporate practice functions must be independent).  The audit activities 
of the committees (coupled with certain obligations now entrusted to the board of directors) replace the statutory 
auditor (comisario) that had been previously required by the Mexican Corporations Law.  These committees are also 
in charge of assisting the board of directors in certain decisions by issuing their opinion in connection therewith. 

The committee in charge of the corporate practice functions is required to provide opinions to the board of 
directors, to request and obtain opinions from independent third-party experts (primarily in respect of transactions 
with related parties and securities transactions), to call shareholders’ meetings, to provide assistance to the board in 
the preparation of annual reports and to provide a report, on an annual basis, to the board of directors to investigate 
possible breaches to the company’s transactions, regulations, operation policies, internal control systems, internal 
audit and accounting registries, and the fulfillment of shareholders’ resolutions by the chief executive officer. 

The principal activity of the committee entrusted with the audit function is to supervise the issuer’s external 
auditors, to analyze the external auditors’ reports, to inform the board of directors with respect to existing internal 
controls, to supervise related party transactions, to require the issuer’s executives to prepare reports when deemed 
necessary, to inform the board of any irregularities that it encounters, to supervise the activities of the issuer’s 
executives and to provide a report, on an annual basis, to the board of directors.  The functions of the audit 
committee and the corporate practices committee may be merged into a single committee entrusted with all of the 
respective responsibilities. 

The Mexican Securities Market Law also requires that any transaction or series of transactions during a 
fiscal year, by an issuer or any of its subsidiaries, which individually or in the aggregate represent 20% or more of 
the consolidated assets of the issuer for the immediately preceding quarter, be approved at a shareholders’ meeting 
and previously disclosed to the market by means of an information memorandum that shall include the information 
necessary for the shareholders to make a decision regarding the transaction at the shareholders’ meeting.  Such 
information memorandum must include a detailed description of the transaction, the sources for the funding 
necessary in connection herewith, and the estimated closing date, among other information. 

In addition to the rights granted to minority shareholders representing 5.0% or more of the outstanding 
securities of a public company, to initiate a shareholder derivative suit for the benefit of the issuer in an amount 
equal to the damages or losses incurred by the issuer against directors for a breach of the duties of care or loyalty, 
the Mexican Securities Market Law sets forth the right of shareholders representing 10.0% of the outstanding voting 
securities to appoint a director (which appointment may only be revoked by a unanimous decision of the directors), 
to request the chairman of the board or the audit committee to call a shareholders’ meeting, and to request that the 
vote on resolutions in respect of which they were not sufficiently informed be postponed.  Also, holders of 20.0% of 
the outstanding voting securities may judicially oppose resolutions that were passed by a shareholders’ meeting and 
file a petition for a court order to suspend the resolution, if the claim is filed within 15 days following the 
adjournment of the meeting at which the action was taken, provided that (i) the challenged resolution violates 
Mexican law or the company’s by-laws, (ii) the opposing stockholders either did not attend the meeting or voted 
against the challenged resolution, and (iii) the opposing stockholders deliver a bond to the court to secure payment 
of any damages that we may suffer as a result of suspending the resolution in the event that the court ultimately rules 
against the opposing stockholder; these provisions have seldom been invoked in Mexico and, as a result, action that 
may be taken by a competent court is uncertain. 

Limited or Non-Voting Shares 

The Mexican Securities Market Law does not permit issuers to implement mechanisms for common shares 
and limited or non-voting shares to be jointly traded or offered to public investors, unless the limited or non-voting 
shares are convertible into common shares within a term of up to five years, or when as a result of the nationality of 
the holder, the shares or the securities (typically ordinary participation certificates) representing the shares, limit the 
right to vote to comply with foreign investment laws.  The aggregate amount of shares with limited or non-voting 
rights that are not convertible may not exceed 25.0% of the aggregate amount of publicly held shares (not including 
shares representing a neutral investment).  The CNBV may authorize the increase of this 25.0% limit; provided that 
limited or non-voting shares exceeding 25.0% of the aggregate amount of publicly held shares are convertible into 
common shares within five years of their issuance. 
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Disclosure of Shareholders’ Agreements 

Any shareholders’ agreements containing non-compete clauses, any agreements related to the sale, transfer 
or exercise of preemptive rights (as set forth under article 132 of the Mexican Corporations Law) and any 
agreements which allow for the sale and purchase of shares, voting rights, and sale of shares in a public offering 
must be notified to the company within five business days following their execution in order to allow the company 
to disclose such agreements to the investors through the stock exchanges on which its securities are being traded and 
to be made public in an annual report prepared by the company.  These agreements (i) will be available for the 
public to review at the company’s offices (ii) will not be enforceable against the company and their breach will not 
affect the validity of the vote at the shareholders’ meetings, and (iii) will only be effective between the parties 
thereto until they have been disclosed to the public. 

Regulations Applicable to Issuers, Brokerage Firms and Other Market Participants 

In March 2003, the CNBV issued certain general regulations applicable to issuers and other securities 
market participants (Disposiciones de carácter general aplicables a las emisoras de valores y a otros participantes 
del Mercado de valores).  The general regulations, which repealed several previously enacted CNBV regulations 
(circulares), now provide a single set of rules governing issuers and issuer activity, among other things.  These 
general regulations have been amended several times thereafter. 

In addition, in September 2004, the CNBV issued general rules applicable to brokerage firms 
(Disposiciones de carácter general aplicables a las casas de bolsa).  The Rules for Brokerage Firms now provide a 
single set of rules governing participation of Mexican underwriter in public offerings, among other things. 

Registration and Listing Standards 

To offer securities to the public in Mexico, an issuer must meet specific qualitative and quantitative 
requirements.  In addition, only securities that have been registered with the Mexican National Securities Registry 
pursuant to the CNBV’s approval may be listed on the Mexican Stock Exchange. 

The CNBV’s approval for registration does not imply any kind of certification or assurance related to the 
investment quality of the securities, the solvency of the issuer, or the accuracy or completeness of any information 
delivered to the CNBV.  The general regulations state that the Mexican Stock Exchange must adopt minimum 
requirements for issuers to list their securities in Mexico.  These requirements relate to matters such as operating 
history, financial and capital structure, minimum trading volumes and minimum public floats, among others.  The 
general regulations also state that the Mexican Stock Exchange must implement minimum requirements for issuers 
to maintain their listing in Mexico.  These requirements relate to matters such as financial condition, trading 
minimums, capital structure and minimum public floats, among others.  The CNBV may waive some of these 
requirements in certain circumstances.  In addition, some of the requirements are applicable to each series of shares 
of the relevant issuer. 

The Mexican Stock Exchange will review compliance with the foregoing requirements and other 
requirements on an annual, semiannual and quarterly basis.  It may also do so at any other time. 

The Mexican Stock Exchange must inform the CNBV of the results of its review and this information must, 
in turn, be disclosed to investors.  If an issuer fails to comply with any of the foregoing requirements, the Mexican 
Stock Exchange will request that the issuer propose a plan to cure the violation.  If the issuer fails to propose a plan, 
if the plan is not satisfactory to the Mexican Stock Exchange or if an issuer does not make substantial progress with 
respect to the corrective measures, trading of the relevant series of shares on the Mexican Stock Exchange will be 
temporarily suspended.  In addition, if an issuer fails to propose a plan or ceases to follow the plan once proposed, 
the CNBV may cancel the registration of the shares, in which case the majority shareholder or any controlling group 
must carry out a tender offer to acquire 100% of the outstanding shares of the issuer in accordance with the tender 
offer rules discussed below. 
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Reporting Obligations 

Issuers of listed securities are required to file unaudited quarterly financial statements and audited annual 
financial statements, as well as various periodic reports with the CNBV and the Mexican Stock Exchange.  Mexican 
issuers of listed securities must file the following reports with the CNBV: 

 an annual report prepared in accordance with the CNBV general regulations by no later than April 30 
of each year; 

 quarterly reports, within 20 business days following the end of each of the first three quarters and 40 
days following the end of the fourth quarter; 

 reports disclosing material events promptly upon their occurrence; 

 reports and disclosure memoranda revealing corporate restructurings such as mergers, spin-offs or 
acquisitions or sale of assets, approved or to be approved by a shareholders’ meeting or the board of 
directors; and 

 reports regarding the policies and guidelines with respect to the use of the company’s (or its 
subsidiaries) assets by related persons. 

Pursuant to the CNBV’s general regulations, the internal rules of the Mexican Stock Exchange were 
amended to implement an automated electronic information transfer system (Sistema Electrónico de Envío y 
Difusión de Información, or “SEDI”), for information required to be filed with the Mexican Stock Exchange.  
Issuers of listed securities must prepare and disclose their financial information via a Mexican Stock Exchange-
approved electronic financial information system (Sistema de Información Financiera y Contable de las Emisoras, 
or “SIFIC”).  Immediately upon its receipt, the Mexican Stock Exchange makes the financial information submitted 
via SIFIC available to the public. 

The CNBV’s general regulations and the rules of the Mexican Stock Exchange require issuers of listed 
securities to file information through SEDI that relates to any act, event or circumstance that could influence an 
issuer’s share price.  If listed securities experience unusual price volatility, the Mexican Stock Exchange will 
immediately request that the issuer inform the public as to the causes of such volatility or, if the issuer is unaware of 
the causes, that the issuer makes a statement to that effect.  In addition, the Mexican Stock Exchange will 
immediately request that the issuer disclose any information relating to relevant material events, when it deems the 
information currently disclosed to be insufficient, as well as instruct the issuer to clarify the information when 
necessary.  The Mexican Stock Exchange may request that issuers confirm or deny any material events that have 
been disclosed to the public by third parties when it deems that the material event may affect or influence the 
securities being traded.  The Mexican Stock Exchange must immediately inform the CNBV of any such requests. 

In addition, the CNBV may also make any of these requests directly to issuers.  An issuer may defer the 
disclosure of material events under some circumstances, so long as: 

 the issuer implements adequate confidentiality measures (including maintaining records of persons or 
entities in possession of material non-public information); 

 the information is related to transactions that are pending closing, execution, or effectiveness; 

 there is no misleading public information relating to the material event; and 

 no unusual price or volume fluctuation occurs. 

Similarly, if an issuer’s securities are traded on both the Mexican Stock Exchange and a foreign securities 
exchange, the issuer must simultaneously file the information that it is required to file pursuant to the laws and 
regulations of the foreign jurisdiction with the CNBV and the Mexican Stock Exchange. 
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Suspension of Trading 

In addition to the authority of the Mexican Stock Exchange under its internal regulations as described 
above, pursuant to the rules of the CNBV, the CNBV and the Mexican Stock Exchange may suspend trading in an 
issuer’s securities: 

 if the issuer does not disclose a material event or if the disclosed information is not sufficiently clear; 
or 

 upon price or volume volatility or changes in the offer or demand in respect of the relevant securities 
that are not consistent with the historic performance of the securities and cannot be explained solely 
through information made publicly available pursuant to the CNBV’s general regulations. 

The Mexican Stock Exchange must immediately inform the CNBV and the general public of any such 
suspension.  An issuer may request that the CNBV or the Mexican Stock Exchange resume trading, provided that 
the issuer demonstrates that the causes triggering the suspension have been resolved and, if applicable, that it is in 
full compliance with the periodic reporting requirements under applicable law.  The Mexican Stock Exchange may 
reinstate trading in suspended shares when it deems that the material events have been adequately disclosed to 
investors, when it deems that the issuer has adequately explained the reasons for the changes in offer and demand, 
volume traded, or prevailing share price or when the events affecting share prices have ceased to exist.  If an issuer’s 
request has been granted, the Mexican Stock Exchange will determine the appropriate mechanism to resume trading.  
If trading in an issuer’s securities is suspended for more than 20 business days and such issuer is authorized to 
resume trading without conducting a public offering, the issuer must disclose via SEDI the causes that resulted in the 
suspension and the reasons why it is now authorized to resume trading, before trading may resume. 

Under current regulations, the Mexican Stock Exchange may consider the measures adopted by other non-
Mexican stock exchanges to suspend and/or resume trading in an issuer’s shares in cases where the relevant 
securities are simultaneously traded on stock exchanges located outside of Mexico. 

Insider trading, Trading Restrictions and Disclosure Requirements 

The Mexican Securities Market Law contains specific regulations regarding insider trading, including the 
requirement that persons in possession of information deemed privileged abstain (i) from trading, directly or 
indirectly, in any relevant issuer’s securities whose trading price could be effected by such information, (ii) from 
making recommendations to third parties to trade in such securities (except those entitled to such information as a 
result of their role or employment position) and (iii) from trading in options and derivatives of the underlying 
security issued by such entity. 

Pursuant to the Mexican Securities Market Law, the following persons must notify the CNBV of any 
transactions undertaken as they relate to a listed issuer’s stock: 

 members of a listed issuer’s board of directors; 

 shareholders controlling 10.0% or more of a listed issuer’s outstanding share capital; 

 groups controlling 25.0% or more of a listed issuer’s outstanding share capital; and 

 other insiders. 

In addition, under the Mexican Securities Market Law insiders (which include persons falling within the 
categories specified in the first, second and fourth bullet point above) must abstain from purchasing or selling 
securities of the issuer within 90 days from the last sale or purchase. 
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Subject to certain exceptions, any acquisition of a public company’s shares that results in the acquirer 
owning 10.0% or more, but less than 30.0%, of an issuer’s outstanding share capital must be publicly disclosed to 
the CNBV and the Mexican Stock Exchange no later than one business day following the acquisition. 

Any acquisition or transfer of ownership by an insider that results in the insider increasing or decreasing his 
holdings by 5.0% or more of a public company’s outstanding share capital must also be publicly disclosed to the 
CNBV and the Mexican Stock Exchange no later than one business day following the acquisition.  Some insiders 
must also notify the CNBV of share purchases or sales that occur within any three-month or five-day period and that 
exceed certain value thresholds.  The Mexican Securities Market Law requires that convertible securities, warrants 
and derivatives to be settled in kind, be taken into account in the calculation of share ownership percentages. 

Tender Offers 

The Mexican Securities Market Law contains provisions relating to public tender offers in Mexico.  
According to the Mexican Securities Market Law, tender offers may be voluntary or mandatory.  Both are subject to 
prior approval of the CNBV and must comply with general legal and regulatory requirements.  Any intended 
acquisition of a public company’s shares that results in the buyer owning 30.0% or more, but less than a percentage 
that would result in the buyer acquiring control of a company’s voting shares, requires the buyer to make a 
mandatory tender offer for the greater of (a) the percentage of the share capital intended to be acquired or (b) 10.0% 
of the company’s outstanding capital stock.  Finally, any acquisition of a public company’s shares that is intended to 
obtain voting control, requires the potential buyer to make a mandatory tender offer for 100% of the company’s 
outstanding capital stock (however, under certain circumstances, the CNBV may permit an offer for less than 
100%).  Any tender offer must be made at the same price to all shareholders and classes of shares.  The board of 
directors, with the advice of the audit committee, must issue its opinion of any tender offer resulting in a change of 
control, which opinion must take minority shareholder rights into account and which may be accompanied by an 
independent fairness opinion.  Members of the board of directors and the chief executive officer must publicly 
disclose whether they will participate in the Global Offering. 

Under the Mexican Securities Market Law, all tender offers must be open for at least 20 business days and 
purchases thereunder are required to be made pro rata to all tendering shareholders.  The Mexican Securities Market 
Law also permits the payment of certain amounts to controlling shareholders over and above the offering price, but 
only if these amounts are fully disclosed, approved by the board of directors and paid in connection with non-
compete or similar obligations of such controlling shareholders.  The law also outlines the circumstances under 
which the CNBV may waive the obligation to carry out a tender offer (e.g., to protect the interests of minority 
shareholders), exceptions to the mandatory tender offer requirements and specifically sets forth remedies for non-
compliance with tender offer rules (e.g., suspension of voting rights, possible annulment of purchases, among 
others) and other rights available to former shareholders of the issuer. 

The Mexican Securities Market Law also requires that convertible securities, warrants and derivatives that 
can be settled in kind representing underlying securities be taken into account in the calculation of the individual or 
group of individuals that, directly or indirectly, intends to acquire shares of a company. 

Anti-Takeover Protections 

The Mexican Securities Market Law provides that public companies may include anti-takeover provisions 
in their by-laws if such provisions (i) are approved by a majority of the shareholders, in an extraordinary 
shareholder’s meeting, without shareholders representing 5.0% or more of the capital stock present at the meeting 
voting against such provision, (ii) do not exclude any shareholders or group of shareholders, other than the person 
intending to acquire control, from the economic benefits that may result from such provision, (iii) do not restrict, in 
an absolute manner, a change of control, and (iv) do not contravene legal provisions related to tender offers or have 
the effect of disregarding the economic rights related to the shares held by the acquiring party. 
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Principles of Corporate Governance 

We are not a trading corporation or a stock market investment corporation. As such, the provisions 
governing the corporations listed above are not applicable to us. However, a number of provisions in our Trust 
Agreement have been designed to reproduce certain corporate governance principles applied to trading corporations 
under the Securities Market Act, such as: 

 The board of directors will be composed of up to 21 members, of which at least 25% will be 
independent members at all times. 

 The holders of 10% of our CBFIs in circulation, either individually or as a group, will have the right to 
request the deferral of the Common Representative once, and for three business days and without the 
need of a new meeting, the vote on any matter when the holders do not feel sufficiently informed. 

 The holders of 20% of our CBFIs in circulation, either individually or as a group, have the right to 
judicially oppose the resolutions adopted by the Holders Meeting. 

 The holders of 10% of our CBFIs in circulation, either individually or as a group, will have the right to 
request that the Common Representative summon a Holders Meeting specifying in their petition the 
items that such a Holders Meeting must discuss. 

 The holders 10% of our CBFIs in circulation, either individually or as a group, will have the right to 
designate and, in certain cases, remove a member of the board of directors (and his respective 
substitutes). 
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TAXATION 

Certain Mexican Federal Tax Considerations 

This summary outlines certain significant Mexican federal tax considerations that are likely to apply to the 
FIBRA and investors in the FIBRA based on the expected nature of its activities.  This summary does not address all 
the potential tax consequences of an investment in the FIBRA.  Each prospective investor is urged to consult its own 
tax advisor regarding the tax consequences that may be applicable to an investment in the FIBRA.  Further, this 
summary is based on tax laws in effect as of the date hereof, and on administrative and judicial interpretations 
thereof, all of which are subject to change.  No assurance can be given that future legislation, administrative rulings 
or court decisions will not significantly modify the discussion set forth in this summary. 

Tax Implications Derived From the Investment in the CBFIs 

The FIBRA Regime 

It is the intent of the parties that the FIBRA meets the requirements to qualify for the regime set forth in 
articles 223 and 224 of the Mexican Income Tax Law (the “FIBRA Regime”). 

The requirements for the FIBRA to qualify for the FIBRA Regime are the following: 

(i) It must be a trust formed pursuant to Mexican Law. 

(ii) The purpose of the trust should be to either (a) acquire and develop real property with the purpose 
of leasing it, or (b) acquire rights to receive proceeds derived from the lease of real property, or (c) grant mortgage 
loans for such purposes (e.g., loans secured by the leased property) (the “Qualifying Investments”). 

(iii) At least 70% of the trust’s capital must be invested in items listed in (a), (b) and (c) above; and the 
remaining must be invested in governmental bonds (i.e., issued by the Mexican Federal Government) or in shares 
issued by Mexican investment companies (sociedades de inversión) investing in debt instruments.  It is expected that 
the Tax Administration Service will issue a ruling to us confirming that the acquisition of CPOs by the FIBRA will 
qualify as a Qualifying Investment. 

(iv) The real property acquired or developed by the trust must be held for the purpose of leasing, and 
must be held by the trust for at least four years after the acquisition of the property or completion of construction. 

(v) The trust must issue certificates of participation representing the trust’s assets.  It should be noted, 
however, that the Tax Administration Service has issued a ruling in the past confirming that a FIBRA may qualify 
for the FIBRA Regime by issuing other securities such as CBFIs, and it is expected that the Tax Administration 
Service will issue a ruling to us. 

(vi) The CBFIs must be placed in the Mexican stock exchange or must be acquired by at least 10 
investors that (y) must not be related parties and (z) must not hold individually more than 20% of the CBFIs issued 
by the FIBRA. 

Income Tax 

Under the terms of the Mexican Income Tax Law, a trust organized under the laws of Mexico is treated as a 
flow-through vehicle for tax purposes.  Therefore, investors holding CBFIs issued by the FIBRA (the holders of our 
CBFIs) are required to report their corresponding share of taxable income obtained through the FIBRA.  As a 
consequence, holders of our CBFIs will be subject to Mexican Income Tax on their respective portions of taxable 
income paid to them as distributions on the CBFIs.  However, such Mexican Income Tax liability will be satisfied 
by the financial intermediaries through their withholding obligations as further discussed herein, so that no further 
Mexican Income Tax payments or Mexican tax return filing obligations will be required by non-Mexican holders of 
our CBFIs. 
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Under the FIBRA Regime, non-Mexican holders of our CBFIs should not be deemed to have a permanent 
establishment (a “PE”) in Mexico solely as a result of holding the CBFIs issued by the FIBRA. 

The trustee of the FIBRA should not be obligated to file estimated income tax payments.  At the end of 
each taxable year the trustee of the FIBRA would be required to distribute to the Mexican and non-Mexican holders 
of our CBFIs, in proportion to the CBFIs held by each one of them, at least 95% of the tax result1 (i.e., for income 
tax purposes) obtained by the FIBRA every year.2 In accordance with the Mexican Income Tax Law, our tax result 
for a given year is calculated as taxable income for such year reduced by applicable deductions in respect of interest, 
inflation, foreign exchange losses and tax depreciation, as well as tax losses carried from prior years. 

The tax result distributed by the FIBRA should be exempt from Income Tax in proportion to the 
participation of non-Mexican tax exempt pension funds that are holders of our CBFIs, subject to certain 
requirements. 

On the other hand, the tax result distributed to taxable investors that are holders of our CBFIs will be 
subject to a withholding tax (i.e., withheld by the applicable financial intermediary) at the rate of 30%.3 

Since the distribution of the tax result by the FIBRA is not deemed a dividend payment for Income Tax 
purposes, but instead, a distribution of ordinary income derived by the FIBRA and directly attributed to the holders 
of our CBFIs (and thus, the tax withheld by the FIBRA is not regarded a withholding on dividends, but rather an 
Income Tax on ordinary income directly attributed to the holders of our CBFIs), such distribution will not be subject 
to a reduction under the Double Tax Treaties entered into by Mexico with other countries. 

Since non-Mexican holders of our CBFIs should not be deemed to have a PE in Mexico solely as a result of 
holding CBFIs issued by the FIBRA, the Income Tax withheld as described in the preceding paragraph would be a 
final tax for Mexican tax purposes, so that no further Mexican Income Tax payments or Mexican tax filing 
obligations will be required by non-Mexican holders of our CBFIs. 

In the event a tax loss is generated by the FIBRA, such tax loss may only be offset against income 
generated by the FIBRA during the following 10 years. 

Business Flat Rate Tax (“IETU”) 

The trustee of the FIBRAs should not be obligated to file estimated monthly IETU payments. 

                                                           
1 The tax result for income tax purposes is the product of subtracting from the taxable income obtained by a 

taxpayer in a given year, the allowable deductions and tax losses from previous years (if any). 
2 In the event the FIBRA distributes less than 100% of the tax result obtained in the corresponding taxable year, 

the trustee of the FIBRA must pay the applicable Mexican Income Tax on account of the CBFI Holders on the 
difference at the rate of 30%, such Income Tax would be creditable to the CBFI Holders when they received the 
actual distribution of such difference, provided that such tax result is subject to income tax to the CBFI Holders. 

3 Pursuant to Article Second of the Temporary Provisions of the Income Tax Law that became effective as of 
January 1, 2010, the maximum individual Income Tax rate as well as the corporate Income Tax rate was 
increased from 28% to 30%. However, such provision does literally provide that the withholding tax rate 
applicable to individuals and/or legal entities holding securities issued by a FIBRA, pursuant to Article 224, 
Section IV of the Income Tax Law, is to be increased as well. Even though based on the literal reading of such 
provisions there are grounds to take the position that the applicable withholding tax rate in such scenario is 
28%; based on an harmonic interpretation of the different applicable provisions of the Income Tax Law, there 
are grounds to conclude that such lack of express reference is due to an unintended omission of the legislator, 
and thus, that the withholding tax rate applicable to individuals and/or legal entities holding securities issued by 
a FIBRA is 30%. 
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At the end of each taxable year the trustee of the FIBRA would be required to compute the tax result4 
obtained by the FIBRA for IETU purposes and would distribute to the holders of our CBFIs, in proportion to the 
CBFIs held by each one of them, such tax result. 

It should be noted, however, that only individuals and entities that are residents of Mexico as well as non-
residents of Mexico that have a PE in Mexico for tax purposes are subject to the IETU. 

In this regard, since non-Mexican holders of our CBFIs should not be deemed to have a PE in Mexico 
solely as a result of holding CBFIs issued by the FIBRA, Non-Mexican holders of our CBFIs should not be subject 
to IETU on the tax result distributed by the trustee of the FIBRA. 

The trustee of the FIBRA will be obligated to compute a tax result for IETU purposes with respect to those 
holders of our CBFIs that are (i) resident of Mexico for tax purposes, or (ii) non-Mexican residents with a PE in 
Mexico.  Such tax result will be distributed to such holders of our CBFIs at the end of each taxable year, and will be 
taxable with IETU to such holders of our CBFIs. 

The FIBRA intends to make the election under rule 1.4.4.3. of the Miscellaneous Tax Regulations to be 
treated as “opaque” for purposes of IETU credits, which should allow the FIBRA (if so elects) to offset the IETU 
credits obtained by the FIBRA against the IETU triggered on the activities carried out by same.  Thus, the tax result 
to be distributed to holders of our CBFIs that are (i) resident of Mexico for tax purposes, or (ii) non-Mexican 
residents with a PE in Mexico, at the end of each taxable year should be a tax result already decreased by the IETU 
credits obtained by the FIBRA during the previous years. 

The foregoing would avoid imbalance/distortion in the transfer of the CBFIs to third parties, given the fact 
that the IETU credits are not distributed to the holders of our CBFIs, but remain in the FIBRA. 

Value Added Tax (“VAT”) 

The Mexican Value Added Tax Law provides that individuals and legal entities that sell or dispose of 
property, render independent services, lease assets or import goods or services into Mexico are obliged to pay VAT 
on a cash-flow basis at a general rate of 16%.5  Pursuant to the Mexican Value Added Tax Law, the sale and/or lease 
of real property intended for residential purposes is exempt from VAT.  Generally, it is expected that the activities of 
the FIBRA consisting of the lease of real property will be subject to VAT.  When the FIBRA purchases or develops 
property, the FIBRA will pay VAT on the value of the property attributable to construction costs.  Such VAT should 
be recoverable to the FIBRA. 

Tax Implications on the Transfer of CBFIs under the FIBRA Regime 

The CBFIs are deemed debt instruments pursuant to the Mexican Stock Exchange Law.  In this particular 
case, it is the intent of the parties for each CBFI to confer upon its holder, among other rights, the right to receive 
distributions, if any are made.  The CBFIs would not confer upon their holders any direct title to the underlying real 
property.  Thus, for tax purposes the sale of CBFIs should be regarded as a sale of debt instruments that do not grant 
their holders any direct title to the underlying real property. 

                                                           
4 The tax result for IETU purposes is the amount resulting from applying the IETU rate (17.5%) to the product of 

subtracting from the taxable income obtained by a taxpayer in a given year, the allowable deductions (if any), 
such as operating expenses, investments in real property, and other disbursements strictly necessary to carry out 
the income generating activities of the FIBRA, except (i) payroll, (ii) interests, and (iii) royalties paid to related 
parties. 

5 A preferential 11% rate applies to goods sold or services rendered in the border region (i.e., activities carried 
out within 20 kilometers south of the U.S./Mexican border, the entire state of Baja California, Baja California 
Sur, Quintana Roo and certain municipalities of the state of Sonora).  However, such preferential rate does not 
apply to the sale of real property. 
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Income Tax 

Since non-Mexican holders of our CBFIs should not be deemed to have a PE in Mexico solely as a result of 
holding CBFIs issued by the FIBRA, the transfer of the CBFIs through a public sale (i.e., in the Mexican Stock 
Exchange or any other recognized securities market) by non-Mexican holders of our CBFIs (individuals or entities) 
should be exempt from income tax in Mexico. 

In the event the CBFIs are transferred by non-Mexican holders of our CBFIs through a private sale, such 
sale would be deemed a taxable event for income tax purposes.  Any gain derived from the sale of the CBFIs would 
be subject to Mexican Income Tax at the rate of 30%.6  Any gain derived from such sale attributable to non-Mexican 
tax exempt pension funds indirectly that are holders of our CBFIs should be exempt from Mexican Income Tax. 

Mexican holders of our CBFIs (other than individuals) would be subject to Mexican Income Tax at the rate 
of 30% on any gain derived from the sale of CBFIs either through a public sale or otherwise. 

IETU 

The sale of debt instruments that do not grant their holders any direct title to real property, such as the 
CBFIs, is deemed a sale of debt instruments exempt from IETU. 

VAT 

The sale of debt instruments that do not grant their holders any direct title to real property is deemed a sale 
of debt instruments exempt from VAT.  Thus, the sale of the CBFIs should be exempt from VAT. 

Certain U.S. Federal Income Tax Considerations 

TO COMPLY WITH U.S. TREASURY DEPARTMENT CIRCULAR 230, YOU ARE HEREBY 
NOTIFIED THAT ANY DISCUSSION HEREIN REGARDING U.S. FEDERAL TAX MATTERS IS NOT 
INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED, BY ANY PERSON FOR THE PURPOSE 
OF AVOIDING PENALTIES THAT MAY BE IMPOSED UNDER THE INTERNAL REVENUE CODE OF 
1986, AS AMENDED (THE “CODE”), AND ANY SUCH DISCUSSION WAS WRITTEN TO SUPPORT THE 
MARKETING OR PROMOTION (WITHIN THE MEANING OF CIRCULAR 230) OF THE TRANSACTION(S) 
OR MATTER(S) ADDRESSED HEREIN.  EACH PERSON SHOULD SEEK ADVICE BASED ON ITS 
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR. 

The following discussion is a summary of certain U.S. federal income tax consequences of the acquisition, 
ownership and disposition of our CBFIs.  This discussion applies only to beneficial owners of CBFIs who are “U.S. 
Holders” (as defined below) who hold such CBFIs as capital assets for U.S. federal income tax purposes (generally, 
property held for investment).  This discussion is based on the Code, existing final, temporary and proposed U.S. 
Treasury regulations, administrative pronouncements of the Internal Revenue Service (the “IRS”) and judicial 
decisions, all as of the date hereof and all of which are subject to change (possibly on a retroactive basis) and to 
differing interpretations. 

This discussion does not purport to address all U.S. federal income tax consequences that may be relevant 
to a particular holder.  In addition, this discussion does not address tax consequences that may be relevant to U.S. 
Holders subject to special U.S. federal income tax treatment including: insurance companies, tax-exempt 
organizations, traders in securities that elect to mark-to-market, dealers in securities, banks or other financial 
institutions, partnerships or other pass through entities for U.S. federal income tax purposes, real estate investment 
trusts and regulated investment companies, U.S. Holders whose functional currency is not the U.S. Dollar, U.S. 

                                                           
6 In such scenario, the acquiring party would be obligated to withhold an amount equal to 10% of the gross 

purchase price, which amount should be creditable to the CBFI Holder when computing the Mexican Income 
tax liability derived from the sale of his CBFIs. 
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expatriates, persons who hold our CBFIs as part of a hedge, straddle or conversion transaction, or persons who own, 
directly, indirectly or by attribution, 10% or more of the total combined voting power of our CBFIs. 

This discussion does not address any U.S. federal alternative minimum tax, estate tax or gift tax 
consequences (or any U.S. federal tax consequences other than U.S. federal income tax consequences), any state or 
local tax consequences, or any non-U.S. tax consequences of the acquisition, ownership or disposition of our CBFIs.  
You should consult your tax advisor regarding the U.S. federal, state, local and non-U.S. tax consequences to you of 
the acquisition, ownership and disposition of our CBFIs based on your particular circumstances. 

As used herein, the term “U.S. Holder” means a beneficial owner of our CBFIs that is, for U.S. federal 
income tax purposes: 

 an individual who is a citizen or resident of the United States; 

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

 an estate the income of which is subject to U.S. federal income tax regardless of its source; or 

 a trust if (i) a court within the United States is able to exercise primary supervision over its 
administration and one or more U.S. persons have the authority to control all substantial decisions of 
the trust or (ii) the trust has a valid election in effect under applicable U.S. Treasury regulations to be 
treated as a U.S. person. 

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes holds our CBFIs, 
the tax treatment of a partner in such partnership will generally depend upon the status of the partner and the 
activities of the partnership.  Partners or partnerships considering an investment in our CBFIs should consult their 
tax advisors as to the U.S. federal, state, local and non-U.S. tax consequences to them of the acquisition, ownership 
and disposition of our CBFIs. 

Our U.S. Federal Income Tax Classification 

We will elect to be treated as a corporation for U.S. federal income tax purposes. 

Classification as a Passive Foreign Investment Company 

Special and potentially adverse U.S. federal tax rules apply to companies that are considered to be passive 
foreign investment companies (“PFICs”).  We will be classified as a PFIC in a particular taxable year if either 

 75 percent or more of our gross income for the taxable year is passive income; or 

 the average percentage of the value of our assets that produce or are held for the production of passive 
income is at least 50 percent. 

For this purpose, passive income generally includes, among other things, dividends, interest, certain rents 
and royalties, gains from the disposition of assets that produce passive income and gains from commodities 
transactions.  Rents from real property generally will not be treated as passive income (and real property producing 
such rents generally will not be treated as passive assets), however, if they are derived from leasing real property 
with respect to which the lessor, through its own officers or employees, regularly performs active and substantial 
management and operational functions while the property is leased.  We do not currently expect to perform a 
significant amount of activities involving the management and operation of our properties through our own officers 
or employees.  Accordingly, based on the expected composition of our assets and income and the nature of our 
business, we expect to be treated as a PFIC for U.S. federal income tax purposes.  We expect to structure any of our 
subsidiaries so as to avoid adverse tax consequences that could apply under the PFIC rules to certain subsidiaries of 
a PFIC. 
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PFIC Rules Generally.  Assuming we are classified as a PFIC, and a U.S. Holder does not make one of the 
elections described under “QEF Election” or “Mark-to-Market Election” below, such holder will be subject to a 
special tax at ordinary income tax rates on any “excess distributions” (generally, any distributions received in a 
taxable year that are greater than 125 percent of the average annual distributions that such holder has received in the 
preceding three taxable years, or its holding period, if shorter), including any gain recognized on the sale of our 
CBFIs.  The amount of income tax on any excess distributions will be increased by an interest charge, calculated as 
if the excess distributions were earned ratably over the holding period of the CBFIs.  In addition, dividends paid by 
us would not be eligible for reduced rates of U.S. federal income taxation applicable to U.S. Holders that are 
individuals.  Classification as a PFIC may also have other adverse tax consequences, including, in the case of 
individuals, the denial of a step-up in the basis of the CBFIs at death.  In this regard, we urge U.S. Holders to 
consider making, the “qualified electing fund” election described below under “QEF Election” with respect to our 
CBFIs. 

Dividends.  Subject to the discussion above under “PFIC Rules Generally,” and assuming a U.S. Holder 
does not make one of the elections described under “QEF Election” or “Mark-to-Market Election” below, the gross 
amount of any distributions of cash or property on our CBFIs (including the amount of any Mexican tax withheld 
from such distributions) generally will be includable by U.S. holders as dividend income for U.S. federal income tax 
purposes.  Dividends paid by us will not be eligible for the dividends received deduction available under the Code 
for certain corporate U.S. Holders. 

If you are a U.S. Holder, the amount of any dividend paid in Pesos will be included in your gross income 
for U.S. federal income tax purposes as an amount equal to the U.S. Dollar value of the gross amount of the Pesos 
received (i.e., before deduction of any Mexican withholding tax), calculated by reference to the spot rate in effect on 
the date the dividend is actually or constructively received by you, regardless of whether the Pesos are in fact 
converted into U.S. Dollars at that time.  If the Pesos received as a dividend are converted into U.S. Dollars on the 
date of receipt, you generally should not recognize foreign currency gain or loss with respect to such dividend.  If 
the Pesos received as a dividend are not converted into U.S. Dollars on the date of receipt, you will have a tax basis 
in the Pesos equal to their U.S. Dollar value on the date of receipt, calculated as described above.  Any foreign 
currency gain or loss recognized on a subsequent conversion or other disposition of the Pesos will be treated as U.S. 
source ordinary income or loss. 

A U.S. Holder will generally be entitled, subject to a number of complex limitations and conditions 
(including a minimum holding period requirement), to claim a U.S. foreign tax credit in respect of Mexican income 
taxes withheld from dividends on our CBFIs.  U.S. Holders who do not elect to claim a credit for any foreign taxes 
paid during the taxable year may instead claim a deduction in respect of such Mexican withholding taxes, provided 
that the U.S Holder elects to deduct all foreign taxes paid or accrued for the taxable year.  Dividends received with 
respect to our CBFIs will be treated as foreign source income and generally will constitute “passive category 
income” for most U.S. Holders.  Further, you may not be allowed a foreign tax credit for foreign taxes imposed on 
dividends paid on our CBFIs if you have held our CBFIs for less than a specified period during which you are not 
protected from risk of loss, or are obligated to make payments related to the dividends.  The rules governing the 
application of the U.S. foreign tax credit are complex, and you are urged to consult your tax advisor regarding the 
availability of the foreign tax credit to you based on your particular circumstances. 

Sale, Exchange or Other Taxable Disposition of CBFIs.  Subject to the discussion above under “PFIC 
Rules Generally,” and assuming a U.S. Holder does not make one of the elections described under “QEF Election” 
or “Mark-to-Market Election” below, a U.S. Holder generally will recognize U.S. source gain or loss upon a sale, 
exchange or other taxable disposition of our CBFIs measured by the difference between the amount realized on the 
sale, exchange or other taxable disposition of our CBFIs and the U.S. Holder’s adjusted tax basis in our CBFIs.  Any 
loss will be a capital loss, the deductibility of which may be subject to limitations under the Code. 

If you are a U.S. Holder of our CBFIs, the initial tax basis of your CBFIs will be the U.S. Dollar value of 
the Peso-denominated purchase price established on the date of purchase.  If our CBFIs are treated as traded on an 
“established securities market,” a cash basis U.S. Holder, or, if it elects, an accrual basis U.S. Holder, will determine 
the U.S. Dollar value of the cost of such CBFIs by translating the amount paid at the spot rate on the settlement date 
of the purchase.  If this rule applies to you and you convert U.S. Dollars to Pesos and immediately use such currency 
to purchase our CBFIs, such conversion generally will not result in foreign currency gain or loss to you. 
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The amount realized on a sale, exchange or other taxable disposition of our CBFIs by a U.S. Holder for 
Pesos generally will be the U.S. Dollar value of the Pesos received, calculated based on the spot rate in effect on (i) 
the date of receipt of payment in the case of a cash basis U.S. Holder and (ii) the date of disposition in the case of an 
accrual basis U.S. Holder.  If our CBFIs are treated as traded on an “established securities market,” a cash basis 
taxpayer, or, if it elects, an accrual basis taxpayer, will determine the U.S. Dollar value of the amount realized by 
translating the amount received at the spot rate on the settlement date of the sale. 

The amount realized by a U.S. Holder will include any Mexican tax withheld from the proceeds of the sale, 
exchange or other taxable disposition.  Subject to an exception that may be available to certain U.S. Holders under 
the tax treaty between Mexico and the United States, which would recharacterize certain income as foreign source, 
gain or loss recognized by a U.S. Holder on the sale, exchange or other taxable disposition of our CBFIs generally 
will be treated as U.S. source gain or loss for U.S. foreign tax credit purposes.  Consequently, in the case of gain 
from the disposition of a CBFI that is subject to Mexican withholding tax, a U.S. Holder may not be able to claim as 
a foreign tax credit any Mexican income tax paid, unless the U.S. Holder can apply the credit against U.S. federal 
income tax payable on other foreign source income.  Alternatively, a U.S. Holder may take a deduction in respect of 
the Mexican tax, provided that the U.S. Holder elects to deduct all foreign taxes paid or accrued for the taxable year.  
The rules governing the application of the U.S. foreign tax credit are complex, and you are urged to consult your tax 
advisor regarding the availability of the foreign tax credit to you based on your particular circumstances. 

QEF Election.  A U.S. Holder can avoid several of the unfavorable rules described above under “PFIC 
Rules Generally” by electing to treat its CBFIs as interests in a “qualified electing fund.”  A U.S. Holder that makes 
this “QEF election” will be required to include in its taxable income its proportionate share of our income and net 
capital gain in years in which we were a PFIC (and increase its adjusted tax basis in the CBFIs by the same amount), 
but any gain subsequently recognized upon such holder’s sale of its CBFIs generally will be taxed as capital gain 
and any distributions made in respect of its CBFIs will not be subject to U.S. federal income tax to the extent such 
distributions relate to previously taxed earnings (but such holder will reduce its adjusted tax basis in the CBFIs by 
the same amount).  A U.S. holder may, however, recognize at the time of any such distribution, foreign currency 
gain or loss (treated as ordinary income or loss) attributable to fluctuations in the Peso exchange rate between the 
time such previously taxed income was included in income by such holder and the time of the actual distribution.  
We intend to comply with the applicable information reporting requirements so that U.S. Holders are able to make a 
QEF election.  Although U.S. Holders making a QEF election must include on an annual basis their proportionate 
share of our income and net capital gain in the event we are a PFIC regardless of whether distributions of cash are 
made to such holders, we expect that the potential negative effects of such mismatch in timing should be mitigated 
by our dividend policy described above under “Dividend Policy.”  In this regard, our board of directors plans to 
establish a dividend policy pursuant to which we will generally pay substantially all of our cash available for 
distribution to the holders of our CBFIs each year. 

Mark-to-Market Election.  Assuming our CBFIs are marketable stock (as discussed below), U.S. Holder 
can alternatively avoid the unfavorable rules described above under “PFIC Rules Generally” by electing to mark its 
CBFIs to market.  If a U.S. Holder makes this “mark-to-market election,” such holder will be required in any year in 
which we are a PFIC to include as ordinary income the excess of the fair market value of its CBFIs at year-end over 
its basis in those CBFIs.  A U.S. Holder that makes a mark-to-market election will be entitled to deduct as an 
ordinary loss each year the excess of its adjusted tax basis in its CBFIs over their fair market value at the end of the 
year, but only to the extent of the net amount previously included in income as a result of the mark-to-market 
election.  A U.S. Holder that makes a mark-to-market election will increase its adjusted tax basis in its CBFIs by the 
amount of any income inclusions and decrease its adjusted tax basis in its CBFIs by the amount of any deductions 
under the mark-to-market rules.  In addition, any gain such holder recognizes upon the sale of its CBFIs will be 
taxed as ordinary income in the year of sale. 

To be marketable stock, our CBFIs must be “regularly traded” on a qualifying exchange (i) in the United 
States that is registered with the SEC or a national market system established pursuant to the Exchange Act or (ii) 
outside the United States that is properly regulated and meets certain trading, listing, financial disclosure and other 
requirements.  Our CBFIs will be listed on the Mexican Stock Exchange.  We cannot assure that the level of trading 
in our CBFIs will rise to the level of “regularly traded,” nor has the IRS provided a list of the exchanges that meet 
the foregoing requirements, and thus no assurance can be provided that our CBFIs will be (or will remain) treated as 
marketable stock for purposes of the PFIC rules.  If an effective mark-to-market election is made after the initial 
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PFIC taxable year in which a U.S. Holder owns its CBFIs, distributions as well as any mark-to-market gain during 
the first year for which the election is in effect will be subject to the PFIC excess distribution rules described above. 

U.S. Tax Filing.  A U.S. Holder that owns our CBFIs during any taxable year that we are treated as a PFIC 
and that recognizes gain on a disposition of CBFIs or receives distributions with respect to such CBFIs would be 
required to file IRS Form 8621.  U.S. Holders also should be aware that legislation enacted in 2010 may impose an 
additional annual filing requirement for U.S. persons owning shares of a PFIC.  The legislation does not describe 
what information would be required to be included in the additional annual filing, but grants the Secretary of the 
U.S. Treasury Department power to make this determination. 

The rules dealing with PFICs and with the elections described above are complex and are affected by 
various factors in addition to those described above.  U.S. Holders are urged to consult their tax advisors regarding 
the PFIC rules, elections and reporting requirements described above in connection with their acquisition, ownership 
and disposition of our CBFIs. 

Information Reporting and Backup Withholding 

Information returns may be filed with the IRS in connection with distributions in respect of our CBFIs and 
proceeds from the sale or other disposition of our CBFIs unless an exemption applies.  U.S. Holders that fail to 
establish an exemption from information reporting may also be subject to backup withholding if they fail to provide 
a U.S. taxpayer identification number (or certification of other exempt status).  The amount of any backup 
withholding will be allowed as a credit against a holder’s U.S. federal income tax liability and may entitle a holder 
to a refund to the extent the withheld tax exceeds such U.S. federal income tax liability, provided the required 
information is timely furnished to the IRS. 

Legislation enacted in 2010 requires certain U.S. Holders to report information with respect to their 
investments in certain “foreign financial assets,” which would include an investment in our CBFIs not held through 
an account with a U.S. financial institution, to the IRS.  Investors who fail to report required information could 
become subject to substantial penalties.  Prospective investors are encouraged to consult their tax advisors regarding 
the possible implications of this new legislation on their investment in our CBFIs. 

U.S. Foreign Account Tax Compliance Act Rules.  Based on current uncertainties in the rules under the 
Foreign Account Tax Compliance Act (“FATCA”), and if our business model were to change, it is possible that in 
the future we may be classified as a "foreign financial institution" under FATCA and be therefore required to 
comply with FATCA’s information and reporting requirements in order to avoid a 30% withholding tax on certain 
of our income related to U.S. sources.  If we were to be classified as a foreign financial institution, it is possible that 
investors in the CBFIs would be required to provide to us information and tax documentation regarding their 
identities as well as that of their direct and indirect owners.  In addition, if we were to receive U.S. source income in 
the future and the definition of future FATCA regulations were to define "foreign passthru payment" broadly, it is 
possible that investors that do not provide this information may, after December 31, 2016, be subject to a U.S. 
federal withholding tax on some portion of distributions made by us on their CBFIs.  Prospective investors are 
encouraged to consult with their own tax advisors regarding the possible implications of FATCA on their investment 
in our CBFIs. 
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ERISA CONSIDERATIONS 

INTERNAL REVENUE SERVICE CIRCULAR 230 NOTICE 

TO ENSURE COMPLIANCE WITH INTERNAL REVENUE SERVICE CIRCULAR 230, INVESTORS 
ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF U.S. FEDERAL TAX ISSUES CONTAINED OR 
REFERRED TO IN THIS OFFERING MEMORANDUM IS NOT INTENDED OR WRITTEN TO BE USED, 
AND CANNOT BE USED, BY INVESTORS FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY 
BE IMPOSED ON THEM UNDER THE INTERNAL REVENUE CODE; (B) SUCH DISCUSSION IS WRITTEN 
IN CONNECTION WITH THE PROMOTION OR MARKETING OF THE TRANSACTIONS OR MATTERS 
ADDRESSED HEREIN; AND (C) INVESTORS SHOULD SEEK ADVICE BASED ON THEIR PARTICULAR 
CIRCUMSTANCES FROM AN INDEPENDENT TAX MANAGER. 

The U.S. Employee Retirement Income Security Act of 1974, as amended, or ERISA, imposes certain 
requirements on employee benefit plans (as defined in Section 3(3) of ERISA) subject to the provisions of Title I of 
ERISA, including entities such as collective investment funds and separate accounts whose underlying assets 
include the assets of such plans, or collectively, ERISA Plans, and on those persons who are fiduciaries with respect 
to ERISA Plans.  Investments by ERISA Plans are subject to ERISA’s general fiduciary requirements, including the 
requirement of investment prudence and diversification.  The prudence of a particular investment must be 
determined by the responsible fiduciary of an ERISA Plan by taking into account the ERISA Plan’s particular 
circumstances and all of the facts and circumstances of the investment including, but not limited to, the matters 
discussed above under “Risk Factors.” For example, a fiduciary should consider whether an investment in CBFIs 
may be too illiquid or too speculative for a particular ERISA Plan, and whether the assets of the ERISA Plan would 
be sufficiently diversified after any such investment.  Any fiduciary of an ERISA Plan that proposes to cause such 
ERISA Plan to purchase CBFIs should consult with its own legal and tax advisors with respect to the potential 
application of ERISA and the Internal Revenue Code to such investment. 

Section 406 of ERISA and Section 4975 of the Internal Revenue Code prohibit certain transactions 
involving the assets of an ERISA Plan (as well as those plans that are not subject to ERISA but which are subject to 
Section 4975 of the Internal Revenue Code, such as individual retirement accounts, or, together with ERISA Plans, 
Plans, and certain persons (referred to as “parties in interest” under ERISA or “disqualified persons” under the 
Internal Revenue Code) having certain relationships to such Plans, unless a statutory or administrative exemption is 
applicable to the transaction.  A party in interest or disqualified person who engages in a non-exempt prohibited 
transaction may be subject to non-deductible excise taxes and other penalties and liabilities under ERISA and the 
Internal Revenue Code, and the transaction might have to be rescinded.  In addition, a fiduciary who causes an 
ERISA Plan to engage in a non-exempt prohibited transaction may be personally liable for any resultant loss 
incurred by the ERISA Plan. 

Governmental plans and certain church plans, while not subject to the fiduciary responsibility provisions of 
ERISA or the provisions of Section 4975 of the Internal Revenue Code, may nevertheless be subject to local, state or 
other federal laws that are similar to the foregoing provisions of ERISA and the Internal Revenue Code. 

The Plan Assets Regulation 

The U.S. Department of Labor has issued a regulation, 29 CFR Section 2510.3-101, or, as modified by 
Section 3(42) of ERISA, the Plan Assets Regulation, describing what constitutes the assets of a Plan with respect to 
the Plan’s investment in an entity for purposes of certain provisions of ERISA and Section 4975 of the Internal 
Revenue Code.  Under the Plan Assets Regulation, subject to certain exceptions, if a Plan invests in an “equity 
interest” of an entity (which is defined as an interest in an entity other than an instrument that is treated as 
indebtedness under applicable local law and which has no substantial equity features) that is neither a “publicly 
offered security” nor a security issued by an investment company registered under the Investment Company Act, the 
Plan’s assets include both the equity interest and an undivided interest in each of the entity’s underlying assets, 
unless it is established that the entity is an “operating company” (as described below) or that participation in the 
entity by “benefit plan investors” is not “significant.” We would expect that the CBFIs would constitute an “equity 
interest” in us for purposes of the Plan Assets Regulation, and we would not expect the CBFIs to constitute 
“publicly offered securities.”  In addition, we will not be registered under the Investment Company Act and will be 
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unable to adequately monitor participation in us by “benefit plan investors” such that participation by “benefit plan 
investors” may prove to be “significant” at any given time. 

Operating Companies 

Under the Plan Assets Regulation, an entity is an “operating company” if it is primarily engaged, directly or 
through a majority-owned subsidiary or subsidiaries, in the production or sale of a product or service other than the 
investment of capital.  In addition, the Plan Assets Regulation provides that the term operating company includes an 
entity qualifying as a real estate operating company, or REOC.  An entity is a REOC if (i) on its “initial valuation 
date” and on at least one day within each “annual valuation period,” at least 50% of the entity’s assets, valued at cost 
(other than short term investments pending long term commitment or distribution to investors) are invested in real 
estate that is managed or developed and with respect to which such entity has the right to substantially participate 
directly in management or development activities; and (ii) such entity in the ordinary course of its business is 
engaged directly in the management and development of real estate during specified periods.  The “initial valuation 
date” is the date on which an entity first makes an investment that is not a short term investment of funds pending 
long term commitment.  An entity’s “annual valuation period” is a pre-established period not exceeding 90 days in 
duration, which begins no later than the anniversary of the entity’s initial valuation date. 

We will use reasonable best efforts to ensure that the terms and conditions of our investments, and the 
contractual rights obtained and exercised with respect to such investments, will enable us to qualify as a REOC from 
and after the date we make our first investment.  However, no assurance can be given that this will be the case. 

If our assets are deemed to constitute ERISA “plan assets,” certain transactions that we might enter into, or 
may have entered into, in the ordinary course of our business might constitute non-exempt “prohibited transactions” 
under Section 406 of ERISA or Section 4975 of the Internal Revenue Code and might have to be rescinded and may 
give rise to prohibited transaction excise taxes and fiduciary liability, as described above.  In addition, if our assets 
are deemed to be “plan assets” of a Plan, our management, as well as various providers of fiduciary or other services 
to us, and any other parties with authority or control with respect to us, may be considered fiduciaries under ERISA 
and Section 4975 of the Internal Revenue Code, or otherwise parties in interest or disqualified persons. 

The sale of CBFIs to an ERISA Plan is in no respect a representation by us or any other person associated 
with the offering of CBFIs that such an investment meets all relevant legal requirements with respect to investments 
by Plans generally or any particular Plan, or that such an investment is appropriate for Plans generally or any 
particular Plan. 

The preceding discussion is only a summary of certain ERISA implications of an investment in the 
securities and does not purport to be complete.  Prospective investors should consult with their own legal, tax, 
financial and other advisors prior to investing to review these implications in light of such investor’s particular 
circumstances. 
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PLAN OF DISTRIBUTION 

Citigroup Global Markets Inc., Goldman, Sachs & Co. and HSBC Securities (USA) Inc. are acting as joint 
book-running managers of the International Offering and as representatives of the initial purchasers named below.  
Subject to the terms and conditions stated in the international purchase agreement dated the date of this offering 
memorandum, each initial purchaser named below has agreed, severally and not jointly, to purchase, and we have 
agreed to sell to that initial purchaser, the number of CBFIs set forth opposite the initial purchaser’s name. 

An affiliate of Citigroup Global Markets Inc. is a lender under the Citibank Facility and will receive a 
portion of the net proceeds of this offering if used for the repayment of indebtedness under our Citibank Facility. In 
addition, we have negotiated the Revolving Facility that will become effective simultaneously with the 
consummation of the Global Offering with affiliates of Citigroup Global Markets Inc., Goldman, Sachs & Co. and 
HSBC Securities (USA) Inc. 

Initial Purchaser 
Number 
of CBFIs 

Citigroup Global Markets Inc. .................................................................................................................  82,981,869  
Goldman, Sachs & Co. ............................................................................................................................  57,930,739  
HSBC Securities (USA) Inc. ....................................................................................................................  15,656,957  

 Total ............................................................................................................................................  156,569,565   

 

With respect to the Mexican Offering, subject to the terms and conditions set forth in the Mexican 
underwriting agreement dated the date of this offering memorandum, each Mexican underwriter named below has  
agreed, severally and not jointly, to purchase, and we have agreed to sell to that Mexican underwriter, the number of 
CBFIs set forth opposite the Mexican underwriter’s name. 

Mexican Underwriter 
Number 
of CBFIs 

Acciones y Valores Banamex, S.A. de C.V., Casa de Bolsa, Integrante del Grupo Financiero Banamex 101,672,076
HSBC Casa de Bolsa, S.A. de C.V., Grupo Financiero HSBC................................................................  37,458,359

 Total ............................................................................................................................................  139,130,435 

 

A prospectus in Spanish pursuant to Mexican law and practice has been prepared and will be used in 
connection with the Mexican Offering in accordance with applicable law. 

The international purchase agreement and the Mexican underwriting agreement provide that the obligations 
of the initial purchasers and the Mexican underwriters to purchase the CBFIs are subject to approval of legal matters 
by counsel and to other conditions.  If an initial purchaser defaults, the international purchase agreement provides 
that the purchase commitments of the nondefaulting initial purchasers may be increased or the international purchase 
agreement may be terminated.  The offering of CBFI notes by the initial purchasers is subject to receipt and 
acceptance and subject to the initial purchasers’ right to reject any order in whole or in part. 

The initial purchasers and the Mexican underwriters propose to resell the CBFIs at the offering price set 
forth on the cover page of this offering memorandum within the United States to qualified institutional buyers (as 
defined in Rule 144A) in reliance on Rule 144A and outside the United States in reliance on Regulation S.  See 
“Transfer Restrictions.”  The price at which the CBFIs are offered may be changed at any time without notice. 

The CBFIs have not been and will not be registered under the Securities Act or any state securities laws and 
may not be offered or sold within the United States except in transactions exempt from, or not subject to, the 
registration requirements of the Securities Act.  See “Transfer Restrictions.” 

In addition, until 40 days after the commencement of the International Offering, an offer or sale of CBFIs 
within the United States by a dealer that is not participating in the International Offering may violate the registration 
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requirements of the Securities Act if that offer or sale is made otherwise than in accordance with Rule 144A and 
Regulation S. 

We have granted to the initial purchasers and the Mexican underwriters an option, exercisable for 30 days 
from the date of this offering memorandum, to purchase up to an aggregate of 44,355,000 additional CBFIs at the 
offering price less the discount and commissions.  The initial purchasers and the Mexican underwriters have the 
right to exercise such option, if any, in the sale of the CBFIs.  To the extent the option is exercised, each initial 
purchaser or Mexican underwriter, as the case may be, must purchase an additional number of CBFIs approximately 
proportionate to that initial purchaser’s or Mexican underwriter’s initial purchase commitment.  The options in the 
International Offering and the Mexican Offering may be exercised independently but in a coordinated basis. Any 
CBFIs issued or sold under the option will be issued and sold on the same terms and conditions as the other CBFIs 
that are the subject of the Global Offering. 

We and our Contributing Trusts have agreed that, for a period of 180 days from the date of this offering 
memorandum, we and they will not, without the prior written consent of Citigroup Global Markets Inc., Goldman, 
Sachs & Co. and the Mexican underwriters, dispose of or hedge any of our CBFIs or any securities convertible into 
or exchangeable for our CBFIs.  Citigroup Global Markets Inc., Goldman, Sachs & Co. and the Mexican 
underwriters in their sole discretion may release any of the securities subject to these lock-up agreements at any time 
without notice. 

Prior to this offering, there has been no public market for our CBFIs.  Consequently, the offering price for 
the CBFIs was determined by negotiations among us, the initial purchasers and the Mexican underwriters.  Among 
the factors considered in determining the offering price were our results of operations, our current financial 
condition, our future prospects, our markets, the economic conditions in and future prospects for the industry in 
which we compete, our management, and currently prevailing general conditions in the equity securities markets, 
including current market valuations of publicly traded companies considered comparable to our company. 

The CBFIs will constitute a new class of securities with no established trading market.  We have applied to 
have our CBFIs listed on the Bolsa Mexicana de Valores under the symbol “TERRA13”.  However, we cannot 
assure you that the prices at which the CBFIs will sell in the market after this offering will not be lower than the 
initial offering price or that an active trading market for the CBFIs will develop and continue after this offering.  The 
initial purchasers have advised us that they currently intend to make a market in the CBFIs.  However, they are not 
obligated to do so and they may discontinue any market-making activities with respect to the CBFIs at any time 
without notice.  Accordingly, we cannot assure you as to the liquidity of, or the trading market for, the CBFIs. 

We will pay to the initial purchasers a commission equal to US$0.07 per CBFI.  Therefore, the initial 
purchasers will receive in connection with the International Offering total commissions of US$10.6 million.  

In connection with the offering, the initial purchasers may purchase and sell CBFIs in the open market.  
Purchases and sales in the open market may include short sales, purchases to cover short positions, which may 
include purchases pursuant to the initial purchasers’ option to purchase additional CBFIs, and stabilizing purchases.  
These transactions may also include the option to purchase additional CBFIs and stabilizing in the Mexican market 
in accordance with Mexican law and regulations. 

 Short sales involve secondary market sales by the initial purchasers of a greater number of CBFIs than 
they are required to purchase in the offering. 

o “Covered” short sales are sales of CBFIs in an amount up to the number of CBFIs represented by 
the initial purchasers’ option to purchase additional CBFIs. 

o “Naked” short sales are sales of CBFIs in an amount in excess of the number of CBFIs represented 
by the initial purchasers’ option to purchase additional CBFIs. 



 

 158  
 

 Covering transactions involve purchases of CBFIs either pursuant to the initial purchasers’ option to 
purchase additional CBFIs or in the open market after the distribution has been completed in order to 
cover short positions. 

o To close a naked short position, the initial purchasers must purchase CBFIs in the open market 
after the distribution has been completed.  A naked short position is more likely to be created if the 
initial purchasers are concerned that there may be downward pressure on the price of the CBFIs in 
the open market after pricing that could adversely affect investors who purchase in the offering. 

o To close a covered short position, the initial purchasers must purchase CBFIs in the open market 
after the distribution has been completed or must exercise their option to purchase additional 
CBFIs.  In determining the source of CBFIs to close the covered short position, the initial 
purchasers will consider, among other things, the price of CBFIs available for purchase in the 
open market as compared to the price at which they may purchase CBFIs by exercising their 
option to purchase additional CBFIs. 

 Stabilizing transactions involve bids to purchase CBFIs so long as the stabilizing bids do not exceed a 
specified maximum. 

Purchases to cover short positions and stabilizing purchases, as well as other purchases by the initial 
purchasers for their own accounts, may have the effect of preventing or retarding a decline in the market price of the 
CBFIs.  They may also cause the price of the CBFIs to be higher than the price that would otherwise exist in the 
open market in the absence of these transactions.  The initial purchasers may conduct these transactions in the over-
the-counter market or otherwise.  If the initial purchasers commence any of these transactions, they may discontinue 
them at any time. 

The initial purchasers and/or their affiliates may enter into derivative transactions in connection with the 
CBFIs, acting at the order and for the account of their clients.  The initial purchasers and/or their affiliates may also 
purchase some of the securities in this offering as a hedge for such transactions.  Such transactions may have an 
effect on demand, price or other terms of the offering. 

The International Offering and the Mexican Offering are conditional on the closing of each other. 

The initial purchasers are full service financial institutions engaged in various activities, which may include 
securities trading, commercial and investment banking, financial advisory, investment management, principal 
investment, hedging, financing and brokerage activities.  The initial purchasers and their respective affiliates have in 
the past performed commercial banking, investment banking and advisory services for us from time to time for 
which they have received customary fees and reimbursement of expenses and may, from time to time, engage in 
transactions with and perform services for us in the ordinary course of their business for which they may receive 
customary fees and reimbursement of expenses.  In the ordinary course of their various business activities, the initial 
purchasers and their respective affiliates may make or hold a broad array of investments and actively trade debt and 
equity securities (or related derivative securities) and financial instruments (which may include bank loans and/or 
credit default swaps) for their own account and for the accounts of their customers and may at any time hold long 
and short positions in such securities and instruments.  Such investment and securities activities may involve our 
securities and instruments (directly, as collateral securing other obligations or otherwise).  The Initial Purchasers and 
their respective affiliates may also make investment recommendations and/or publish or express independent 
research views in respect of such securities or instruments and may at any time hold, or recommend to clients that 
they acquire, long and/or short positions in such securities and instruments.   

We have agreed to indemnify the several initial purchasers against certain liabilities, including liabilities 
under the Securities Act, or to contribute to payments that the initial purchasers may be required to make because of 
any of those liabilities. 

The initial purchasers also may impose a penalty bid.  This occurs when a particular initial purchaser 
repays to the initial purchasers a portion of the underwriting discount received by it because such initial purchaser or 
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its affiliates have repurchased notes sold by or for the account of such initial purchaser in stabilizing or short 
covering transactions. 

Notice to Prospective Investors in the European Economic Area 

In relation to each member state of the European Economic Area that has implemented the Prospectus 
Directive (each, a relevant member state), with effect from and including the date on which the Prospectus Directive 
is implemented in that relevant member state (the relevant implementation date), an offer of CBFIs described in this 
offering memorandum may not be made to the public in that relevant member state other than: 

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

 to fewer than 100 or, if the relevant member state has implemented the relevant provision of the 2010 
PD Amending Directive, 150 natural or legal persons (other than qualified investors as defined in the 
Prospectus Directive), as permitted under the Prospectus Directive, subject to obtaining the prior 
consent of the relevant Dealer or Dealers nominated by us for any such offer; or 

 in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of securities shall require us or any initial purchaser to publish a prospectus pursuant to 
Article 3 of the Prospectus Directive. 

For purposes of this provision, the expression an “offer of securities to the public” in any relevant member 
state means the communication in any form and by any means of sufficient information on the terms of the offer and 
the securities to be offered so as to enable an investor to decide to purchase or subscribe for the securities, as the 
expression may be varied in that member state by any measure implementing the Prospectus Directive in that 
member state, and the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, 
including the 2010 PD Amending Directive, to the extent implemented in the relevant member state) and includes 
any relevant implementing measure in each relevant member state.  The expression 2010 PD Amending Directive 
means Directive 2010/73/EU. 

The sellers of the CBFIs have not authorized and do not authorize the making of any offer of CBFIs 
through any financial intermediary on their behalf, other than offers made by the initial purchasers with a view to the 
final placement of the CBFIs as contemplated in this offering memorandum.  Accordingly, no purchaser of the 
CBFIs, other than the initial purchasers, is authorized to make any further offer of the CBFIs on behalf of the sellers 
or the initial purchasers. 

Notice to Prospective Investors in the United Kingdom 

As a real estate investment trust, we are an unregulated collective investment scheme for the purposes of 
the Financial Services and Markets Act 2000 of the United Kingdom (the “FSMA”).  The distribution of this 
offering memorandum in the United Kingdom is accordingly restricted by sections 21 and 238 of the FSMA.  This 
offering memorandum has not been approved for the purposes of section 21 of the FSMA by any person authorized 
under the FSMA to carry on investment business in the United Kingdom (an “authorized person”).  As a result, this 
offering memorandum may only be distributed in the United Kingdom: (a) by persons other than authorized persons 
to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Financial Promotion 
Order”), (ii) are persons falling within Article 49(2)(a) to (e) (“high net worth companies, unincorporated 
associations etc”) of the Financial Promotion Order, or (iii) are persons to whom an invitation or inducement to 
engage in investment activity (within the meaning of section 21 of the FSMA) in connection with the issue or sale of 
the CBFIs may otherwise lawfully be communicated or caused to be communicated; or (b) by any authorized 
persons to persons who, or in circumstances which, fall within the exemptions contained in the Financial Services 
and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (as amended) (the 
“CIS Order”) (including to persons with professional experience of investment in unregulated schemes and high net 
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worth companies and other entities described in Article 22(2)(a) to (e) of the CIS Order) or to persons who fall 
within paragraph 4.12.1R of the Financial Services Authority’s Conduct of Business Sourcebook. 

Where communicated other than by an authorized person, this offering memorandum is exempt from the 
financial promotion restriction (in section 21 of the FSMA) on the communication of invitations or inducements to 
engage in investment activity on the grounds that it will be issued to and/or directed only at the types of persons 
referred to in (a) above.  Where this is the case, CBFIs are available only to such persons.  This offering 
memorandum must not be relied or acted upon by any other persons.  Any investment or investment activity to 
which this offering memorandum relates is available only to such persons and will be engaged in only with such 
persons. 

Where communicated by an authorized person, this offering memorandum is exempt from the scheme 
promotion restriction (in section 238 of the FSMA) on the communication of invitations or inducements to 
participate in unrecognized collective investment schemes on the grounds that this offering memorandum is being 
issued to and/or directed at only the persons referred to in (b) above.  Where that is the case, CBFIs are available 
only to such persons.  This offering memorandum must not be relied or acted upon by any other persons.  Any 
investment or investment activity to which this offering memorandum relates is available only to such persons and 
will be engaged in only with such persons. 

Any recipient of this offering memorandum who is an authorized person may (if and to the extent that it is 
permitted to do so by the rules of the United Kingdom Financial Services Authority applicable to it) distribute it in 
accordance with section 238 of the FSMA, but not otherwise.  Any recipient of this offering memorandum who is 
not an authorized person may only distribute it to a person referred to in (a) above. 

Since a real estate investment trust is not a recognized collective investment scheme under the FSMA, 
investors in CBFIs will not benefit from the rules and regulations made under the FSMA for the protection of 
investors, nor from the financial services compensation scheme in the United Kingdom. 

Notice to Prospective Investors in France 

Neither this offering memorandum nor any other offering material relating to the CBFIs described in this 
offering memorandum has been submitted to the clearance procedures of the Autorité des Marchés Financiers or of 
the competent authority of another member state of the European Economic Area and notified to the Autorité des 
Marchés Financiers.  The CBFIs have not been offered or sold and will not be offered or sold, directly or indirectly, 
to the public in France.  Neither this offering memorandum nor any other offering material relating to the CBFIs has 
been or will be: 

 released, issued, distributed or caused to be released, issued or distributed to the public in France; or 

 used in connection with any offer for subscription or sale of the CBFIs to the public in France. 

Such offers, sales and distributions will be made in France only: 

 to qualified investors (investisseurs qualifiés) and/or to a restricted circle of investors (cercle restreint 
d’investisseurs), in each case investing for their own account, all as defined in, and in accordance with, 
articles L.411-2, D.411-1, D.411-2, D.734-1, D.744-1, D.754-1 and D.764-1 of the French Code 
monétaire et financier; 

 to Advisors authorized to engage in portfolio management on behalf of third parties; or 

 in a transaction that, in accordance with article L.411-2-II-1°-or-2°-or 3° of the French Code monétaire 
et financier and article 211-2 of the General Regulations (Règlement Général) of the Autorité des 
Marchés Financiers, does not constitute a public offer (appel public à l’épargne). 
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The CBFIs may be resold directly or indirectly, only in compliance with articles L.411-1, L.411-2, L.412-1 
and L.621-8 through L.621-8-3 of the French Code monétaire et financier. 

Notice to Prospective Investors in Switzerland 

This document does not constitute a prospectus within the meaning of Article 652a of the Swiss Code of 
Obligations.  The CBFIs may not be sold directly or indirectly in or into Switzerland except in a manner which will 
not result in a public offering within the meaning of the Swiss Code of Obligations.  Neither this document nor any 
other offering materials relating to the CBFIs may be distributed, published or otherwise made available in 
Switzerland except in a manner which will not constitute a public offering of the CBFIs in Switzerland. 

Notice to Prospective Investors in Hong Kong 

The CBFIs may not be offered or sold in Hong Kong by means of any document other than (i) in 
circumstances which do not constitute an offer to the public within the meaning of the Companies Ordinance (Cap. 
32, Laws of Hong Kong), or (ii) to “professional investors” within the meaning of the Securities and Futures 
Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do 
not result in the document being a “prospectus” within the meaning of the Companies Ordinance (Cap. 32, Laws of 
Hong Kong) and no advertisement, invitation or document relating to the CBFIs may be issued or may be in the 
possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is 
directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if 
permitted to do so under the laws of Hong Kong) other than with respect to CBFIs which are or are intended to be 
disposed of only to persons outside Hong Kong or only to “professional investors” within the meaning of the 
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder. 

Notice to Prospective Investors in Japan 

The CBFIs offered in this offering memorandum have not been registered under the Securities and 
Exchange Law of Japan.  The CBFIs have not been offered or sold and will not be offered or sold, directly or 
indirectly, in Japan or to or for the account of any resident of Japan, except (i) pursuant to an exemption from the 
registration requirements of the Securities and Exchange Law and (ii) in compliance with any other applicable 
requirements of Japanese law. 

Notice to Prospective Investors in Singapore 

This offering memorandum has not been registered as a prospectus with the Monetary Authority of 
Singapore.  Accordingly, this offering memorandum and any other document or material in connection with the 
offer or sale, or invitation for subscription or purchase, of the CBFIs may not be circulated or distributed, nor may 
the CBFIs be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly 
or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities 
and Futures Act, Chapter 289 of Singapore (the “SFA”), (ii) to a relevant person pursuant to Section 275(1), or any 
person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA or 
(iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA, in 
each case subject to compliance with conditions set forth in the SFA. 

Where the CBFIs are subscribed or purchased under Section 275 of the SFA by a relevant person which is: 

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

 a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and 
each beneficiary of the trust is an individual who is an accredited investor, 
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CBFIs, debentures and units of CBFIs and debentures of that corporation or the beneficiaries’ rights and interest 
(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust has 
acquired the CBFIs pursuant to an offer made under Section 275 of the SFA except: 

 to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant person 
defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is made on terms that 
such CBFIs, debentures and units of CBFIs and debentures of that corporation or such rights and 
interest in that trust are acquired at a consideration of not less than S$200,000 (or its equivalent in a 
foreign currency) for each transaction, whether such amount is to be paid for in cash or by exchange of 
securities or other assets, and further for corporations, in accordance with the conditions specified in 
Section 275 of the SFA; 

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

 where the transfer is by operation of law. 

Notice to Prospective Investors in Brazil 

For purposes of Brazilian law, this offer of securities is addressed to you personally, upon your request and 
for your sole benefit, and is not to be transmitted to anyone else, to be relied upon elsewhere or for any other 
purpose either quoted or referred to in any other public or private document or to be filed with anyone without our 
prior, express and written consent. 

Therefore, as this offering memorandum does not constitute or form part of any public offering to sell or 
solicitation of a public offering to buy any CBFIs or assets, the offering and THE CBFIS OFFERED HEREBY 
HAVE NOT BEEN, AND WILL NOT BE, AND MAY NOT BE OFFERED FOR SALE OR SOLD IN BRAZIL 
EXCEPT IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE A PUBLIC OFFERING OR DISTRIBUTION 
UNDER BRAZILIAN LAWS AND REGULATIONS.  DOCUMENTS RELATING TO THE CBFIS, AS WELL 
AS THE INFORMATION CONTAINED THEREIN, MAY NOT BE SUPPLIED TO THE PUBLIC, AS A 
PUBLIC OFFERING IN BRAZIL OR BE USED IN CONNECTION WITH ANY OFFER FOR SUBSCRIPTION 
OR SALE OF THE CBFIS TO THE PUBLIC IN BRAZIL. 

Notice to Prospective Investors in Chile 

The CBFIs are not registered in the Securities Registry (Registro de Valores) or subject to the control of the 
Chilean Securities and Exchange Commission (Superintendencia de Valores y Seguros de Chile).  This prospectus 
and other offering materials relating to the offer of the CBFIs do not constitute a public offer of, or an invitation to 
subscribe for or purchase, the CBFIs in the Republic of Chile, other than to individually identified purchasers 
pursuant to a private offering within the meaning of Article 4 of the Chilean Securities Market Act (Ley de Mercado 
de Valores) (an offer that is not “addressed to the public at large or to a certain sector or specific group of the 
public”). 
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TRANSFER RESTRICTIONS 

The International Offering is being made in accordance with Rule 144A and Regulation S under the 
Securities Act.  The CBFIs have not been and will not be registered under the Securities Act or with any securities 
regulatory authority of any state or other jurisdiction except Mexico and, accordingly, may not be offered, sold, 
pledged or otherwise transferred or delivered (i) within the United States or to, or for the account or benefit of, U.S. 
persons (as defined in Regulations S) except to qualified institutional buyers (“QIBs”) in reliance on the exemption 
from the registration requirements of the Securities Act provided by Rule 144A, or (ii) outside the United States to 
non-U.S. persons in accordance with Regulation S. 

Rule 144A 

Each purchaser of CBFIs offered to U.S. persons, and therefore in reliance on Rule 144A, will be deemed 
to have represented and agreed that it understands that: 

(1) such CBFIs have not been and will not be registered under the Securities Act or with any securities 
regulatory authority of any state or other jurisdiction except Mexico; and 

(2) such CBFIs may not be offered, sold, pledged or otherwise transferred except (a) to a person whom the 
seller and any person acting on its behalf reasonably believes is a QIB in a transaction meeting the 
requirements of Rule 144A, (b) in accordance with Regulation S under the Securities Act, or (c) in 
accordance with Rule 144 under the Securities Act (if available), in each case in accordance with any 
applicable securities laws of any state of the United States. 

Regulation S 

Each purchaser of CBFIs offered to non-U.S. persons outside the United States, and therefore in reliance on 
Regulation S, will be deemed to have represented and agreed that it understands that: 

(1) such CBFIs have not been and will not be registered under the Securities Act or with  any securities 
regulatory authority of any state or other jurisdiction except Mexico; and 

(2) such securities may not be offered, sold, pledged or otherwise transferred prior to the  expiration of 40 
days after the date of this offering memorandum, except (a) in  accordance with Regulation S under the 
Securities Act or (b) to a person whom the seller and any person acting on its behalf reasonably believes is 
a QIB in a transaction meeting the requirements of Rule 144A, in either case in accordance with any 
applicable securities laws of any state of the United States. 

  



 

 164  
 

LEGAL MATTERS 

The validity of the CBFIs will be passed upon for us by Creel, García-Cuéllar, Aiza y Enríquez, S.C., our 
special Mexican counsel, and for the initial purchasers by Ritch Mueller, special Mexican counsel to the initial 
purchasers.  Certain legal matters in connection with the Global Offering are being passed upon for us by Cleary 
Gottlieb Steen & Hamilton LLP, our special U.S. counsel, and for the initial purchasers by Shearman & Sterling 
LLP, special U.S. counsel to the initial purchasers. 

INDEPENDENT ACCOUNTANTS 

The combined financial statements as of December 31, 2012, 2011 and 2010 and for each of the three years 
then ended included in this offering memorandum have been audited by PricewaterhouseCoopers, S.C., independent 
accountants, as stated in their report appearing herein. 
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INDEPENDENT AUDITORS’ REPORT ON SPECIAL PURPOSE COMBINED FINANCIAL 
STATEMENTS 
 
 
México City, February 22, 2013 
 
 
To  PLA Mexico Industrial Manager I, LLC and PLA Mexico Industrial Manager II, LLC, limited 
 
 
 
We have audited the accompanying combined financial statements of  the ‘Combined Entities’ as set out in 
Note 1 to the combined financial statements, which comprise the combined balance sheet as of December 31, 
2012 and 2011 and the combined statements of comprehensive income, of changes in equity and of cash flows 
for the years ended at December 31, 2012, 2011 and 2010 and a summary of significant accounting policies 
and other explanatory information. 
 
The owner is responsible for the preparation and fair presentation of these combined financial statements in 
accordance with International Financial Reporting Standards for determining that the basis of preparation is 
acceptable in the circumstances, and for such internal control as management determines is necessary to 
enable the preparation of combined financial statements that are free from material misstatement, whether due 
to fraud or error.  
 
Our responsibility is to express an opinion on these combined financial statements based on our audit.  We 
conducted or audit in accordance with International Standards on Auditing.  Those standards require that we 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the 
combined financial statements are free from material misstatement 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
combined financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the combined financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entities’ 
preparation and fair presentation of the combined financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entities’ internal control.  An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
In our opinion, the combined financial statements present fairly, in all material respects, the financial position 
of the Combined Entities at 31 December 2012 and 2011 and their financial performance and cash flows for 
the years ended at December 31, 2012, 2011 and 2010, in accordance with International Financial Reporting 
Standards. 
 
Without modifying our opinion, we draw attention the fact that, as described in note 1 to the combined 
financial statements, the businesses included in the combined financial statements have not operated as a 
single entity. These combined financial statements are, therefore, not necessarily indicative of results that 
would have occurred if the entities had operated as single businesses during the years presented or of future 
results of the combined businesses. 

PricewaterhouseCoopers, S. C. 

 
 
Ariadna Laura Muñiz Patiño 
Audit Partner 
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Combined Statement of Financial Position 
(Expressed in Mexican pesos) 
 
 
 Note December 31, 2012 December 31, 2011 
Assets    
Non-current assets    
Investment properties 7, 8 and 10  $ 11,944,149,722  $ 12,231,816,528 
(Cost:  12/31/2012 – $14,066,832,245;  
12/31/2011 – $13,804,573,873) 

   

Derivative financial instruments 9 and 10   1,532,850   14,215,807 
(Cost:  12/31/2012 – $28,704,349;  
12/31/2011 – $54,153,502) 

   

Current assets    
Other assets  36,983 479,945 
Prepaid expenses  32,983,271 – 
Accrued income  4,093,357 10,593,830 
Accounts receivable 6 67,774,724 47,086,325 
Restricted cash  120,530,471 85,400,953 
Cash and cash equivalents  166,820,875 192,512,867 
    
Total assets  12,337,922,253 12,582,106,255 
    
Liabilities    
Non-current liabilities    
Borrowings 10 and 12 1,924,866,780 7,628,478,418 
Tenant deposits  86,792,042 86,692,319 

Current liabilities    
Trade and other pyables  31,342,533 18,599,118 
Borrowings 10 and 12 5,038,716,168 109,830,646 
Derivative financial instruments 9 and 10 – 5,084,948 
    
Total liabilities  
(excluding net assets attributable  
to the Investors) 

 7,081,717,523 7,848,685,449 

    
Net assets attributable to the Investors    
Contributions, net 11 5,323,330,175 5,325,767,828 
Retained earnings (Accumulated losses)  60,681,094 (796,270,722) 
Currency translation adjustment reserve (127,806,539) 203,923,700
    
Total net assets  5,256,204,730 4,733,420,806 
    
Total net assets and liabilities   $ 12,337,922,253  $ 12,582,106,255 
    
 

The accompanying notes are an integral part of these combined financial statements. 
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Combined Statement of Comprehensive Income 
(Expressed in Mexican pesos) 
 
 

  Year Ended 
 Note December 31, 2012 December 31, 2011 December 31, 2010 

Rental revenues 8 $ 1,028,958,459 $ 903,814,362  $ 882,528,994
Other operating income 13 83,693,741 89,859,300 67,949,187 
Net gain (loss) from fair value 

adjustment on investment 
properties 10 301,322,046 483,390,071 (177,655,467) 

Real estate expenses and taxes 14 (254,743,630) (233,879,817) (167,676,463)
Fees and other sundry expenses 15 (49,838,836) (45,894,726) (28,703,049) 
Net gain (loss) unrealized from fair 

value on borrowings 10 – 6,993,905 (1,224,803) 
Net gain (loss) unrealized from fair 

value on derivative financial 
instruments  9,948,057 (39,937,695) 5,115,756 

Net gain (loss) unrealized on foreign 
currency transaction  108,671 (2,702,439) 2,406,455 

Operating profit  1,119,448,508 1,161,642,961 582,740,610 

Finance income 16 1,189,837 1,231,335 1,429,630 
Finance cost 16 (263,686,529) (306,159,556) (335,300,720) 

Finance cost – net  (262,496,692) (304,928,221) (333,871,090) 

Profit for the year  856,951,816 856,714,740 248,869,520 

Currency translation differences 4 (331,730,239) 555,047,459 (174,019,741) 

Increase/(decrease) in net assets 
attributable to the Investors   $ 525,221,577  $ 1,411,762,199  $ 74,849,779 

 
 

The accompanying notes are an integral part of these combined financial statements. 
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Combined Statement of Changes in Net Assets 
(Expressed in Mexican pesos) 
 
 

  Attributable to the Investors of the Entities 

 Note 
Contributions, 

net 

Currency 
translation 
adjustment 

reserve 

Retained 
earnings 

(Accumulated 
losses) 

Net assets 
attributable to
the Investors 

Net assets attributable to the 
Investors at December 31, 2010  $5,482,549,119 $(351,123,759) $(1,652,985,462) $3,478,439,898 

Comprehensive income      

Net income (loss) for the year  – – 856,714,740 856,714,740 

Other comprehensive income      

Currency translation 4 – 555,047,459 – 555,047,459 

Total comprehensive income  – 555,047,459 856,714,740 1,411,762,199 

Transactions with owners      

Contributions  450,693,184 – – 450,693,184 
Capital returns/distributions  (607,474,475) – – (607,474,475) 

Total transactions with owners  (156,781,291) – – (156,781,291) 

Net assets attributable to the 
investors at December 31, 2011 2 and 11 $5,325,767,828 $203,923,700 $(796,270,722) $4,733,420,806 

Comprehensive income      

Net income (loss) for the year  – – 856,951,816 856,951,816 

Other comprehensive income      

Currency translation 4 – (331,730,239) – (331,730,239) 

Total comprehensive income  – (331,730,239) 856,951,816 525,221,577 

Transactions with owners      

Contributions  343,690,313 – – 343,690,313 
Capital returns/distributions  (346,127,966) – – (346,127,966) 

Total transactions with owners  (2,437,653) – – (2,437,653) 

Net assets attributable to the 
Investors at December 31, 2012 2 and 11 $5,323,330,175 $(127,806,539) $60,681,094 $5,256,204,730 

 
 

The accompanying notes are an integral part of these combined financial statements. 
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Combined Statement of Cash Flows 
(Expressed in Mexican pesos) 
 
 

  Year Ended 

 Note 
December 31, 

2012 
December 31, 

2011 
December 31, 

2010 
Cash flows from operating activities:     
Profit for the year  $856,951,816 $856,714,740 $248,869,519 
Adjustments:     
Net gain/(loss) unrealized from fair value on 

borrowings 10 – (6,993,905) 1,224,803 
Net gain/(loss) unrealized from fair value 

adjustment on investment properties 10 (301,322,046) (483,390,071) 177,655,467 
Net gain/(loss) unrealized from fair value on 

derivative financial instruments  (9,948,057) 39,937,695 (5,115,756) 
Amortization of interest rate cap contract  16,899,139 15,073,893 – 
(Increase)/decrease in restricted cash  (35,129,518) (81,641,033) (415,868) 
(Increase)/decrease in accounts receivable  (14,187,926) (12,688,500) (12,815,638) 
(Increase)/decrease in prepaid expenses (32,983,271) – – 
(Increase)/decrease in other assets  442,962 21,432,443 (11,604,226) 
Increase/(decrease) in tenant deposits  99,723 22,780,965 (2,099,690) 
Increase/(decrease) in trade and other payables  12,743,415 (1,516,824) (25,071,990) 

Net cash generated from operating activities  493,566,237 369,709,403 370,626,621 

Cash flows from investing activities     

Purchases on investment properties 7 – (57,420,514) – 
Additions on investment properties 7 and 10 (262,062,132) (102,760,883) (307,479,470) 

Net cash used in investing activities  (262,062,132) (160,181,397) (307,479,470) 

Cash flows from financing activities     

Proceeds from borrowings 10 – 637,447,137 51,005,627 
Repayments of borrowings 10 (238,529,881) (798,825,107) (342,614,310)
Acquisition of interest rate cap contract  – (25,751,847) (30,442,965) 
Contributions from shareholders  343,690,313 450,693,184 1,963,643,366 
Distributions paid to shareholders  (346,127,966) (607,474,475) (1,696,512,737) 

Net cash flows provided by (used in) financing 
activities  (240,967,534) (343,911,108) (54,921,019) 

Net (decrease)/increase in cash and cash 
equivalents  (9,463,429) (134,383,102) 8,226,132 

Cash and cash equivalents at the beginning of the 
year  192,512,867 295,818,359 297,411,775 

Exchange effects on cash and cash equivalents  (16,228,563) 31,077,610 (9,819,548) 

Cash and cash equivalents at the end of the year  $166,820,875 $192,512,867 $295,818,359 

 

The accompanying notes are an integral part of these combined financial statements. 
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1. GENERAL INFORMATION 
 
The combined financial statements as of December 31, 2012 and 2011 and for the years then ended referred to herein are 
presented on a combined basis, considering the consolidated accounts of the following trusts, herein referred to as "the Entities": 
 

 F/00008 The Bank of New York Mellon, S.A. 
 F/00019 The Bank of New York Mellon, S.A. 
 F/00029 The Bank of New York Mellon, S.A. 
 F/00030 The Bank of New York Mellon, S.A. 
 F/00120 The Bank of New York Mellon, S.A. 
 F/00121 The Bank of New York Mellon, S.A. 
 F/00197 The Bank of New York Mellon, S.A. 
 F/231878 HSBC México, S.A., Institución de Banca Múltiple, HSBC Grupo Financiero, División Fiduciaria. 
 F/238627 HSBC México, S.A., Institución de Banca Múltiple, HSBC Grupo Financiero, División Fiduciaria.  
 F/00219 The Bank of New York Mellon, S.A. 
 F/241172 HSBC México, S.A., Institución de Banca Múltiple, HSBC Grupo Financiero, División Fiduciaria.  
 F/00230 The Bank of New York Mellon, S.A. 
 F/00231 The Bank of New York Mellon, S.A. 
 F/00232 The Bank of New York Mellon, S.A. 
 F/00496 The Bank of New York Mellon, S.A. 
 F/00210 The Bank of New York Mellon, S.A. 
 F/00368 The Bank of New York Mellon, S.A. 
 F/00194 The Bank of New York Mellon, S.A. 
 F/00391 The Bank of New York Mellon, S.A. 
 F/00422 The Bank of New York Mellon, S.A. 
 Deutsche Bank México S.A., F1487 

 
The Combined Financial Statements of the Entities are presented to provide historical information regarding the creation of a 
newly Mexican real estate investment trust, which upon the completion a public offering in Mexico and private placement inside 
and outside the United States, as well as any additional transactions mentioned elsewhere in the accompanying Prospectus, will 
acquire the properties and assume the ownership and operation of their business. Once the public offering is effective, the Entities 
will be treated as one new entity, a Mexican Real Estate Investment Trust (“FIBRA”). The Combined Entities have been managed 
by affiliates of PLA Manager, LLC, and collectively currently own, directly or indirectly, 132 industrial properties and 14 land 
reserve properties in Mexico. 
 
As mentioned in the last paragraph, the businesses included in the combined financial statements have not operated as a single 
entity. Therefore these combined financial statements are not necessarily indicative of results that would have occurred if the 
entities had operated as single businesses during the years presented or of future results of the combined businesses. 
 
The Entities, for which the primary activities are leasing and development of industrial use properties in Mexico, are formed 
initially by owners ("former owners"), of certain properties (the "Properties"), described in Note 7, and HSBC Mexico, S.A., Bank 
of New York Mellon S.A. and Deutsche Bank Mexico S.A., Institución de Banca Múltiple as trustees. 
 
The Entities are currently managed by PLA Manager, LLC ("the Management Company"), a limited liability company, whose sole 
member is a subsidiary of Prudential Investment Management, Inc. ("PIM"), an indirect owned subsidiary of Prudential Financial, 
Inc. 
 
The Entities are in the process of conducting a public offering of Real Estate Trust Certificates ("CBFIs") in Mexico, along with 
private offers in other international markets (the "Offering"), more specifically in the United States of America, in order to acquire 
new properties, reduce existing debt and reduce the participation of former owners. 
 
To consummate the Offering, it is expected that the former owners contribute to the new Real Estate Investment Trust the 
properties, with related assets and liabilities, in exchange for CBFIs, which represent the “Initial Contribution”.   
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2. BASIS OF PREPARATION 
 
The accompanying combined financial statements of the Entities are presented in accordance with International Financial 
Reporting Standards (“IFRS”) issued by International Accounting Standard Board (IASB), and IFRIC interpretations applicable as 
of December 31, 2012. 
 
The combined financial statements have been prepared on a going concern basis, applying a historical cost convention, except for 
the revaluation of investment property, borrowings and derivative financial instruments that have been measured at fair value. 
 
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also 
requires management to exercise its judgment in the process of applying the Entities’ accounting policies. Changes in assumptions 
may have a significant impact on the financial statements in the period the assumptions changed. Management believes that the 
underlying assumptions are appropriate. The areas involving a higher degree of judgment or complexity, or areas where 
assumptions and estimates are significant to the combined financial statements are disclosed in Note 5. 
 
IFRS 13, “Fair value measurement”  aims to improve consistency and reduce complexity by providing a precise definition of fair 
value and a single source of fair value measurement and disclosure requirements for use across IFRS. The requirements do not 
extend the use of fair value accounting but provide guidance on how it should be applied where its use is already required or 
permitted by other standards within IFRS. The combined financial statements of the Entities early adopted IFRS 13 and required 
disclosures (see Note 10). 
 
In addition, the combined financial statements show the application of IFRS 8 ‘Segment reporting’ due to the fact that the Entities 
are in the process of filing the combined financial statements with a securities commission or other regulatory organization for the 
purpose of issuing any class of instruments in a public market (see Note 8). 
 
New and amended standards adopted by the entities. 
 
There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year beginning on or after January 
1, 2012 that would be expected to have a material impact on the entities. 
 
New standards and interpretations not yet adopted. 
 
A number of new standards and amendments to standards and interpretations are effective for annual periods beginning after  
January 1, 2012, and have not been applied in preparing these combined financial statements. 
 
Amendment to IAS 1, “Financial Statement Presentation” – The main change resulting from these amendments is a requirement 
for entities to group items presented in ‘other comprehensive income’ (OCI) on the basis of whether they are potentially 
reclassifiable to profit or loss subsequently (reclassification adjustments). The amendments do not address which items are 
presented in OCI. Adoption of IAS 1 is mandatory from July 1, 2012. 
 
Amendment IFRS 10, “Consolidated Financial Statements” – Is the IASB’s most recent pronouncement on consolidated financial 
statements. During the development of that Standard the IASB was asked to consider introducing an exception to consolidation 
for entities whose only business purpose is to make investments for capital appreciation, investment income, or both, and who 
evaluate the performance of those investments on a fair value basis. Such entities are commonly referred to as investment entities’. 
The Investment Entities amendments provide an exception from the requirements of consolidation and instead require investment 
entities to present their investments in subsidiaries as a net investment that is measured at fair value.   
 
The exception means that investment entities will be able to measure all of their investments at fair value using the requirements 
in IFRS. The Entities have yet to assess IFRS 10 amendment impact which effective date is for periods beginning on or after  
January 1, 2014. 
 
Amendment to IAS 12, “Income Taxes” – This amendment, issued in December 2010, provides an exception to the main 
principles in IAS 12 for investment property measured using the fair value model contained in IAS 40 “Investment Property.” The 
exception also applies to investment property acquired in a business combination if, after the business combination, the acquiring 
entity applies the fair value model contained in IAS 40. The modification incorporates the presumption that investment properties 
valued at fair value are realized through sale and, therefore, the tax rate for sale transactions should be applied to the temporary 
differences arising from them. Early adoption is permitted. No significant changes occurred with this amendment due the fact in 
Mexico there is no differences in tax rates.  
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2. BASIS OF PREPARATION (continued) 
 
Amendment to IAS 27, “Separate Financial Statements” – Issued in May 2011, it replaces IAS 27 (2008). The scope of this 
standard is restricted by this modification to only in the individual financial statements, because the aspects related to the 
definition of control and consolidation were removed and included in IFRS 10. Its early adoption is permitted together with IFRS 
10, IFRS 11 and IFRS 12, as well as the modification to IAS 28. 
 
IFRS 9, “Financial instruments” – Addresses the classification, measurement and recognition of financial assets and financial 
liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS 39 that relate to the classification 
and measurement of financial instruments. IFRS 9 requires financial assets to be classified into two measurement categories: those 
measured as at fair value and those measured at amortized cost. The determination is made at initial recognition. The classification 
depends on the entity’s business model for managing its financial instruments and the contractual cash flow characteristics of the 
instrument. For financial liabilities, the standard retains most of the IAS 39 requirements. The main change is that, in cases where 
the fair value option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in 
other comprehensive income rather than the income statement, unless this creates an accounting mismatch. The standards also 
results in one impairment method replacing the numerous impairment methods in IAS 39 that arise from the different 
classification categories.  The Entities have yet to assess IFRS 9’s full impact and intend to adopt IFRS 9 no later than the 
accounting period beginning on January 1, 2015.  
 
IFRS 10, “Consolidated financial statements” – Builds on existing principles by identifying the concept of control as the 
determining factor in whether an entity should be included within the consolidated financial statements of the parent company. 
The standard provides additional guidance to assist in the determination of control where this is difficult to assess. The Entities 
have yet to assess IFRS 10’s full impact and intends to adopt IFRS 10 no later than the accounting period beginning on January 1, 
2013. 
 
IFRS 11, “Joint Arrangements”  Includes the disclosure requirements for all forms of joint arrangements, in which two or more 
parties have joint control. The Entities have yet to assess IFRS 11’s full impact and intends to adopt IFRS 11 no later than the 
accounting period beginning on January 1, 2013. 
 
IFRS 12, “Disclosures of interests in other entities” – Includes the disclosure requirements for all forms of interests in other 
entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles. The Entities is yet 
to assess IFRS 12’s full impact and intends to adopt IFRS 12 no later than the accounting period beginning on or after January 1, 
2013. 
 
There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a material impact on 
the Entities. 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 
The principal accounting policies adopted in the preparation of these audited combined financial statements are set out below. 
These policies have been consistently applied unless otherwise stated. 
 
A.  BASIS OF COMBINATION 
 
The combined financial statements include the net assets and results of operations of the Entities listed in Note 1. All significant 
intercompany balances and transactions have been eliminated from the combined financial statements. 
 
The accompanying combined financial statements were authorized for issuance on February 22, 2013, by Diogo Almeida de Mello 
(Interim Finance Director). 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
B. FOREIGN CURRENCY TRANSLATION 
 
(a) Functional and presentation currency 
 
Items included in these combined financial statements are measured using the functional currency of the Entities, the US Dollar 
(“Dollar” or “USD”) converted into Mexican Pesos (“Pesos” or “MXN”), which is the presentation currency of the Entities for the 
purpose of this report.  
 
(b) Transaction and balances 
 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the 
transactions.  
Foreign currency assets and liabilities are translated into the functional currency using the exchange rate prevailing at the 
statement of financial position date. 
Foreign exchange gains and losses arising from translation are included in Net gain (loss) unrealized on foreign currency 
transaction. 

(c) Translation 
 
The translation of the Entities’ historical information as of December 31, 2012, 2011 and 2010 was done as follows: 
 

(i) assets, liabilities for each statement of financial position presented were translated at the closing rate at the date of 
that financial position; 
 

(ii) net assets components were translated at the historical rate; 
 

(iii) income and expenses for each statement of comprehensive income are translated at monthly average exchange rates 
(unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the 
transaction dates, in which case income and expenses are translated at the dates of the transactions); and 

 

(iv) all resulting exchange differences are recognized in other comprehensive income. 
 

On these combined financial statements, exchange differences arising from translation of the net assets from its historical amounts 
are taken to the other comprehensive income. 
 
The currency exchange rates used for the preparation of these combined financial statements were as follows (source: 
SAT.gob.mx):  
 

Year ended December 31, 2012  Year-end rate  Year-average rate  
 MXN/USD        13.0101        13.1695 
 
Year ended December 31, 2011  Year-end rate  Year-average rate  
 MXN/USD        13.9787        12.4277 
 
Year ended December 31, 2010  Year-end rate  Year-average rate  
 MXN/USD        12.3571        12.6315 
 
C. LEASES   
 
Leases in which significant portion of the risks and rewards of ownership are retained by the lessor, are classified as operating 
leases (see Note 3k). 
 
Properties leased out under operating leases are included in investment property in the statement of financial position (see Note 8). 
See Note 3k for the recognition of rental income. 
 
The Entities make payments to agents for services in connection with negotiating lease contracts with the Entities’ lessees. The 
leasing fees are capitalized within the carrying amount of the related investment property. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
D. INVESTMENT PROPERTY 
 
Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by the owner, is 
classified as investment property. Investment property comprises freehold land, freehold industrial buildings, and property under 
construction or development for future use as investment property.  
 

Investment property is measured initially at its acquisition cost, including related transaction costs. 
 

After initial recognition, investment property is carried at fair value.  
 
The Management Company determines the fair value of investment properties based on appraisal reports prepared by third party 
independent real estate appraisers. The purpose of an appraisal is to estimate the fair value of a property as of a specific date. Fair 
value estimates require the exercise of subjective judgment.  
 
Real estate valuations are subject to numerous and various assumptions and limitations as of the valuation date. Many different 
individual assumptions may be supportable and reasonable, and the interplay and compounding of different assumptions, or the 
use of different accepted methodologies, may produce very different estimates of value for the same property. Valuations should 
be considered as only estimates of value and not a measure of realizable value. In addition, such valuations should be viewed as 
subject to change with the passage of time. 
 
Fair value of investment property reflects, among other things, rental income from current leases and assumptions about rental 
income from future leases in the light of current market conditions. 
 

Fair value also reflects, on a similar basis, any cash outflows that could be expected in respect of the property. Some of those 
outflows are recognized as a liability, including finance lease liabilities in respect of land classified as investment property; others, 
including contingent rent payments are not recognized in the combined financial statements. 
 

Fair value measurement on property under construction is only applied if the fair value is considered to be reliably measurable. It 
may sometimes be difficult to determine reliably the fair value of the investment property under construction. In order to evaluate 
whether the fair value of an investment property under construction can be determined reliably, management considers the 
following factors, among others: 
 

 The provisions of the construction contract. 
 The stage of completion. 
 Whether the project/property is standard (typical for the market) or non-standard. 
 The level of reliability of cash inflows after completion. 
 The development risk specific to the property. 
 Past experience with similar constructions. 
 Status of construction permits. 
 
Subsequent expenditure is added to the investment property’s carrying amount only when it is probable that future economic 
benefits associated with the item will flow to the Entities and the cost of the item can be measured reliably. All other repairs and 
maintenance costs are charged to the combined statement of comprehensive income during the financial period in which they are 
incurred. 
 
Changes in fair values are recorded in the combined statement of comprehensive income. 
 
Investment properties are derecognized either when they have been disposed of or when the investment property is permanently 
withdrawn from use and no future economic benefit is expected from its disposal.  
 
Properties owned are initially recorded at the purchase price plus any directly attributable expenditure. Development costs and 
major renovations are capitalized as a component of cost, and routine maintenance and repairs are charged to expense as incurred. 
Real estate costs include the cost of acquired property, including all the tangible assets. Tangible assets include the value of all 
land, building and tenant improvements at the time of acquisition.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
E. CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents include cash at banks and short-term deposits with an initial maturity of less than three months. Interest 
income on short term deposits is recognized using the straight-line method. 
 
F. RESTRICTED CASH 
 
Restricted cash represents funds held in escrow for the payment of maintenance, and interest and principal related to the 
borrowings.  
 
Reserves included in restricted cash are required by the lenders under the loan documents, with the purpose to cover interest 
payments in the case of a default and for specific purposes such as tenant improvements or capital expenditures. 
 
G.  FINANCIAL ASSETS 
 
The financial assets include other assets, prepaid expenses and accounts receivable which are non-derivative financial assets with 
fixed or determinable payments that are not quoted in an active market. They are included in current assets, except when their 
maturities are greater than 12 months after the financial statement date. These are classified as non-current assets.  
 

Receivables are recognized initially at fair value less provision for impairment. The Entities assess at the end of each reporting 
period whether there is objective evidence that receivables are impaired and those are recognized in operating profit. An estimate 
of the amount of impaired receivables is made when it is no longer likely that a receivable will be collected in full based on 
whether objective evidence of impairment exists. Unrecoverable receivables are recognized as a loss immediately upon being 
identified as such.  
 

The prepaid expenses include prepaid insurance mainly which are amortized over the term of service.  
 

H. BORROWINGS 
 

All borrowings are initially recorded at fair value, which is the amount received. All borrowing costs are expensed except the 
borrowing costs relating to a qualifying asset (see note 3i). 
 

Subsequent to initial recognition, borrowings are recorded at fair value, which reflects changes in interest rates, redemption 
premiums or discounts and maturity, in accordance with IAS 39, considering that borrowings of the combined entities are financial 
liabilities designated at fair value through profit or loss on initial recognition which are managed and its performance is evaluated 
on a fair value basis, in accordance with a documented risk management or investment strategy. 
 

Borrowings are classified as current liabilities unless the Entities have an unconditional right to defer settlement of the liability for 
at least 12 months after the financial statement date. 
 

Due to the fact that the Entities manage and evaluate performance on a fair value basis in accordance with their investment 
strategy (Real Estate Investments), using a fair value option to measure borrowings is consistent with the Entities’ risk 
management and investment strategy. 
 
I. BORROWING COSTS 
 
Borrowing costs directly attributable to the acquisition or construction of a qualifying asset (that necessarily takes a substantial 
period of time to get ready for its intended use or sale) are capitalized as part of the cost of the asset. All other borrowing costs are 
expensed in profit or loss in the period in which they occur. Borrowing costs consist of interest that an entity incurs in connection 
with the borrowing of funds. 
 

Interest is capitalized as from the commencement of the development work until the date of the assets is ready for its intended use 
or sale. The capitalization of borrowing costs is suspended if there are prolonged periods when development activity is interrupted. 
Interest is also capitalized on the purchase cost of a site of property acquired specifically for redevelopment but only where 
activities necessary to prepare the asset for redevelopment are in progress.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
J.  PROVISIONS 
 

Provisions recognized in the balance sheet represent current obligations as a result of a past event, likely to require the 
disbursement of economic resources. These provisions have been recorded based on management’s best reasonable estimate to 
pay the current obligation; however, actual results could differ from recognized provisions. 
 
K. REVENUE RECOGNITION 
 

Revenue includes rental income, service charges and management charges from properties. 
 

The rental income from operating leases is recognized on a straight-line basis over the lease term.  
 

A lease is an agreement whereby the lessor conveys to the lessee in return for a payment, or series of payments, the right to use an 
asset for an agreed period of time. 
 
When the Entities incentives to tenants are provided, the cost of incentives is recognized over the lease term, on a straight-line 
basis, as a reduction of rental income. These incentives are presented in accrued income in the balance Sheet. 
 

Service and management charges are recognized in the accounting period in which the services are rendered. Service charges and 
management charges from properties are classified under “Other operating income”. 
 
L. TENANT DEPOSITS  
 
The tenant deposits are recognized as they are received from the tenant for holding leases and represent an obligation by the 
Entities to be returned to the lessee at the end of the contract, under certain circumstances established in those contracts. 
 
M. DERIVATIVE FINANCIAL INSTRUMENTS 
 
The Entities entered into interest rate swap and caps transactions with unrelated major financial institutions.  
 
The Entities use interest rate swaps and caps (“Swaps and Caps”) in order to minimize the effect of interest rate fluctuations or 
interest rate risk of certain real estate investments’ interest expense on variable rate borrowings. Such derivative financial 
instruments are initially recognized at fair value on the date on which a derivative contract is entered into and are subsequently re-
measured at fair value. Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is 
negative. 
 
The Entities record interest rate swaps and caps at fair value which is determined using discounted cash flow models.  The models' 
key assumptions include the contractual terms of the agreement, along with significant observable inputs, including interest rates, 
liquidity, credit spreads and other factors including our own nonperformance risk as well as that of our counterparties. These 
derivatives are traded in the over-the-counter (OTC) market and are classified within Level 2 in the fair value hierarchy. OTC 
derivatives classified within Level 2 are valued using models generally accepted in the financial services industry that use actively 
quoted or observable market input values from external market data providers, non-binding broker-dealer quotations, third-party 
pricing vendors and/or recent trading activity. 
 
The Entities have recorded the fair values of the interest rate swaps and caps in “Derivative Financial Instruments” on the 
combined statement of financial position. The resulting unrealized gain (loss) is included in the combined statement of 
comprehensive income in “Net gain (loss) unrealized from fair value on derivative financial instruments”.   
 
All derivatives are carried as financial assets or liabilities depending on the position at the reporting date. 
 
N. FEES AND OTHER SUNDRY EXPENSES 
 
Include legal, accounting, auditing and other professional fees. They are recognized in the combined statement of comprehensive 
income in the period in which they are incurred (on an accruals basis). 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
O. TAXATION 
 
Value Added Tax ("VAT") paid to the Mexican tax authorities for construction costs in the case of property development and the 
share of construction costs (usually around 80% of total sale price) in case of acquired properties are recoverable for the respective 
Investors from Tax Authorities through a reimbursement request process. The rate of VAT on investment property is typically 
16%, except in the border region, which is 11%. 
 
The Entities, which are Mexican Trusts, are treated as a pass-through vehicle for Mexican Tax purposes. The trustee of the Entities 
is responsible to compute an advance tax result and calculate the tax payment, on behalf of the Trust beneficiaries. Accordingly, 
payments of income taxes made by the Combined Entities on behalf of the investors are recorded as distributions. 
 
P. SEGMENT REPORTING 
 
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker 
(CODM). The CODM, who is responsible for allocating resources and assessing performance of the operating segments, has been 
identified as the steering committee that makes strategic decisions (see Note 8). 
 
4. FINANCIAL RISK MANAGEMENT 
 
The Entities’ activities expose it to a variety of financial risks: market risk (including currency risk, price risk and cash flow 
interest rate risk), credit risk, liquidity risk, fair value estimation, financing risk and net assets management risk.  
 

Risk management is carried out by the Entities’ Investment Advisers, under policies approved by the Board of Directors of the 
Entities’ management company. The Investment Advisers identify, evaluate and hedge financial risks in cooperation with local 
entity accounting and property management service providers.  
 

1. Market risk 
 

a. Foreign exchange risk 
 

The Entities are exposed to foreign exchange risk arising from currency exposures on its operations, primarily 
with respect to the investment properties, leasing agreements and debt which are mostly denominated in US 
Dollars. Foreign exchange risk arises also from services provided by foreign providers.  
 
The Entities do not have a hedge instrument in place to offset the effect of currency rate changes, mainly     
because it is currently a US Dollar denominated investment.  

    
The effect in the net assets on translating the US Dollar denominated assets and liabilities to Mexican Pesos for 
the years ended December 31, 2012 and 2011 were as follows: 
 
    December 31, 2012 December 31, 2011  
 

               Currency translation effect on net assets     $  (331,730,239)      $  555,047,459                                           
 

Sensitive analyses prepared by the management illustrate how changes in the currency rate would affect the net assets in 
Mexican Pesos as of December 31, 2012 and December 31, 2011: 
 

  Sensitive analysis  
     

Exchange rates 2012   13.0101  
Weakened 10% (+)   14.3111 
Strengthen 10% (-)   11.7091 
 

Net assets as of December 31, 2012  5,256,204,730 
Adjusted Net Assets (weak)            5,781,825,203 
Adjusted Net Assets (strength)               4,730,584,257 
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4. FINANCIAL RISK MANAGEMENT (continued) 
 
  Sensitive analysis  
 

Exchange rates 2011   13.9787 
Weakened 10% (+)   15.3766 
Strengthen 10% (-)   12.5808 
 
Net assets as of December 31, 2011  4,733,420,806  
Adjusted Net Assets (weak)            5,206,762,887 
Adjusted Net Assets (strength)               4,260,078,725 

 
b. Price risk 

 
The Entities are exposed to property price and market rental risks. The Entities use local knowledge and 
experience plus local property managers to minimize these risks. 

 
c. Cash flow and fair value interest rate risk 
 
As the Entities have no significant interest-bearing assets, their income and operating cash flows are 
substantially independent of changes in market interest rates except for items related to its borrowings. 
Borrowings issued at variable rate expose to the Entities to fair value interest rate risk. During 2012 and 2011 all 
the borrowings are at variable rates and in US dollars. For covered this risk the Entities enter into a financial 
derivative instrument.   
 
The Entities analyze its interest rate exposure on a dynamic basis. Based on these scenarios, the Entities 
calculate the impact on profit and loss of a defined interest rate shift. At 31 December 2012, if interest rates on 
borrowings had been 10 basis points higher/lower with all other variables held constant, post-tax  profit for the 
year would have been $4,182,266 (2011 – $4,315,978) (lower/higher, mainly as a result of higher/lower interest 
expense on floating rate borrowings. 

 
2. Credit risk 
 

The Entities have no significant concentrations of credit risk. They have policies in place to ensure that rental 
contracts are made with customers with an appropriate credit history and quality. Cash transactions are limited to 
high-credit-quality financial institutions. The Entities aim at limiting the amount of credit exposure to any financial 
institution.  
 

3. Liquidity risk 
 

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents, the availability of 
funding through an adequate amount of committed credit facilities and the ability to close market positions. Due to 
the dynamic nature of the underlying businesses, management aims to maintain flexibility in funding by keeping 
sufficient committed credit lines available. 

 

       
December 31, 2012   < 1 year 1 - 3 years > 3 years Total 
(in 000’s pesos) 

Borrowings 5,062,935 1,538,055 402,283 7,003,273 
Trade and other payables 31,342 - - 31,342 

December 31, 2011   < 1 year 1 - 3 years > 3 years Total 
(in 000’s pesos) 

Borrowings 133,013 5,636,042 2,015,905 7,784,960 
Financial instruments 7,137 - - 7,137 
Trade and other payables 18,599 - - 18,599 
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4. FINANCIAL RISK MANAGEMENT (continued) 
 

4. Fair value estimation 
 

The Entities’ combined financial statements include the amendment to IFRS 7 for Assets and Liabilities that are 
measured in the combined statement of financial position at fair value. This requires disclosure of fair value 
measurements by level of the following fair value measurement hierarchy: 
 
• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).  
 

• Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly 
(that is, as prices) or indirectly (that is, derived from prices) (level 2).  

 

• Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).  
 

Note 10 show the fair value measurement hierarchy for the Entities’ assets and liabilities. 
 

The carrying value less impairment provision of accounts receivable and trade and other payables are assumed to 
approximate their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting 
the future contractual cash flows at the current market interest rate that is available to the Entities for similar financial 
instruments. 

5. Financing risk 
 

In the normal course of business, Entities enter into loan agreements with certain lenders to finance their real estate 
investment transactions.  Unfavorable economic conditions could increase related borrowing costs, limit access to the 
capital markets or result in a decision by lenders not to extend credit to the Entities. There is no guarantee that the 
Entities’ borrowing arrangements or ability to obtain leverage will continue to be available, or if available, will be 
available on terms and conditions acceptable to the Entities.  Further, these loan agreements contain, among other 
conditions, events of default and various covenants and representations. In the normal course of business, the Entities 
may be in the process of renegotiating terms for loans outstanding that have passed their maturity dates. At 
December 31, 2012 and 2011, the Entities had no past due/callable loans.  

 
A decline in market value of the Entities’ assets may also have particular adverse consequences in instances where 
the Entities borrowed money based on the fair value of specific assets.  A decrease in market value of these assets 
may result in the lender requiring the Entities to post additional collateral or otherwise repay these loans.  

In the event the Entities’ current portfolio and investment obligations are not refinanced or extended when they 
become due and/or the Entities are required to repay such borrowings and obligations, management anticipates that 
the repayment of these obligations will be provided by operating cash flow, deposits from clients, new debt 
refinancing, and real estate investment sales. If the Entities are required to sell investments quickly in order to meet 
such obligations and commitments, the Entities may realize significantly less than the value at which it previously 
recorded those investments. 

6. Net assets management risk  
 

The Entities define the contributions that it manages as the Entities' total net assets. The Entities' objectives when 
managing net assets are: 

 To safeguard the Entities' ability to continue as a going concern, so that it can continue investing in multiple 
investments for returns from capital appreciation, investment income (such as dividends or interest), or both.  

 To provide an adequate return to investors based on the level of risk undertaken.  
 To have available the necessary financial resources to allow the Entities to invest in areas that may deliver 

future benefits.  
 To maintain sufficient financial resources to mitigate against risks and unforeseen events.  
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4. FINANCIAL RISK MANAGEMENT (continued) 
 

6. Net assets management risk (continued) 
 

Net assets are monitored on the basis of the ratio, which is calculated s a percentage of total assets. This is reported to 
senior management as part of the Entities’ regular internal management reporting. It is defined in the Entities current 
Operating Agreement that the debt ratio must be no greater than 75%. The Entities' net assets and debt ratio are 
shown in the table below: 

December 31, 2012 December 31, 2011 

Total net assets 5,256,204,730 4,733,420,806 

Total assets  12,337,922,253 12,582,106,255 

Total debt 6,963,582,948 7,738,309,064 

Debt ratio 56.44% 61.50%

Equity ratio 42.60% 37.62% 
 
 

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 
 
Estimates and judgments are continually evaluated and are based on historical experience as adjusted for current market conditions 
and other factors. 
 
Management makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, 
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment 
to the carrying amounts of assets and liabilities within the next financial period are outlined below: 
 
Estimate of fair value of investment properties 
 
The best evidence of fair value is current prices in an active market for similar investment properties. The Management Company 
determines the fair value of investment properties based on appraisal reports prepared by third party independent real estate 
appraisers in accordance with international valuation standards on the basis of comparable prices in the local market or of net cash 
inflows discounted to present value using a discounted cash flow method. The valuations are made on the basis estimated future 
cash flows supported by the term of existing leases or other contracts and current market rents of similar properties in similar 
locations and conditions, related property operating expenses and discount rates that reflect market assessments of the uncertainty 
in the amount and timing of the cash flows. 
 
Fair value of derivatives and other financial instruments 
 
The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is 
determined by using valuation techniques. The Entities uses its judgment to select a variety of methods and make assumptions that 
are mainly based on market conditions existing at the end of each reporting period. The Entities has used discounted cash flow 
analysis for various available-for sale financial assets that are not traded in active markets. 
 
Fair value of borrowings 
 
The fair value of borrowings is determined by using valuation techniques. The Entities use its judgment to select a variety of 
methods and make assumptions that are mainly based on market conditions existing at the end of each reporting period. The 
Entities have been using generally accepted valuation methods.  
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6. ACCOUNTS RECEIVABLES 
 
                     

    December 31, 2012   December 31, 2011 
          
Accounts receivables with Tenants  $ 87,804,793 $ 63,718,866 
    
Less: Allowance for doubtful accounts (20,030,069) (16,632,541) 
    

Accounts receivables - net  $ 67,774,724 $ 47,086,325 

 
 
Movements on the Entities provision for impairment of trade receivables are as follows: 

                 
    December 31, 2012 December 31, 2011 
    
Initial balance allowance for doubtful accounts $ (16,632,541) $  (21,628,669) 
    
Provision for receivables impairment (4,605,764) (12,359,200) 
 
Receivables written off during the year as 
uncollectible - 19,324,359 
    
Fx translation   1,208,236 (1,969,030) 

  $  (20,030,069) $  (16,632,540) 

 
7. INVESTMENT PROPERTIES 
 
The Entities’ investment properties were valued at December 31, 2012 and 2011, by independent professionally qualified 
appraisers. 

                  

December 31, 2012 December 31, 2011 

At the beginning of the year  $ 12,231,816,528  $ 10,169,922,759 
 Additions: 
   Direct acquisitions of investment property - 57,420,514 
   Additions on investment property 184,359,675 61,957,505 
Capitalized borrowing costs 77,702,457 40,803,378 

Net gain (loss) from fair value adjustments 
on investment property 301,322,046 483,390,071 
Effect of translation to presentation currency (851,050,984) 1,418,322,301 

At the end of year  $ 11,944,149,722  $ 12,231,816,528 
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7. INVESTMENT PROPERTIES (continued) 
 
  December 31, 2012   December 31, 2011  
 
 Investment  Total rentable  Estimated fair  Estimated fair 
  Properties                       City            State             square feet Cost value Cost value  
 
Mattel  Cuautitlan  EMX  344,206    354,785,398   276,887,193   354,785,398   262,554,653  
Autoliv I  Queretaro  QRO  105,646      64,845,298     53,991,915     64,845,298     61,506,280  
Autoliv II  Queretaro  QRO  142,718      89,116,205     77,410,095     89,116,205     84,571,135  
Ride Control Queretaro  QRO  220,877    132,592,896   125,547,465   132,592,896   130,700,845  
Diehl  Queretaro  QRO    59,644      39,175,205     35,777,775     39,175,205     39,140,360  
Bosal  Queretaro  QRO  108,717      55,537,745     61,147,470     55,537,745     57,312,670  
Qualcore  Celaya  GTO  116,000      65,973,706     67,652,520     65,973,706     62,065,428  
Harman Becker Ciudad Juarez CHIH  109,470      80,672,193     52,040,400     80,672,193     54,516,930  
Contec IV  Ciudad Juarez CHIH    62,210      38,598,774     24,719,190     38,598,774     25,161,660  
Contec V  Ciudad Juarez CHIH    78,977      59,427,760     36,428,280     59,427,760     41,936,100  
Actown  Ciudad Juarez CHIH    73,703      57,284,886     37,729,290     57,284,886     41,936,100  
Thermadyne Hermosillo SON  222,555      99,058,708     96,274,740     99,058,708   102,044,510  
LG I  Cuautitlan  EMX  319,141    249,900,743   249,793,920   249,900,743   229,250,680  
Hi-P  Guadalajara JAL  181,200    106,374,224     80,662,620   106,374,224     99,248,770  
Elektra  Puebla  PUE  184,703    130,144,685   104,080,800   125,910,432   111,969,387  
Chemetall  Queretaro  QRO    39,246      31,142,347     32,525,250     31,142,347     30,753,140  
Multitenant I Queretaro  QRO  125,982      71,072,058     78,060,600     71,072,058     74,087,110  
Multitenant 2 Queretaro  QRO  135,626      85,527,766     71,555,550     85,527,766     73,388,175  
LG II  Cuautitlan  EMX  171,410    130,662,643   134,004,030   129,965,290   124,410,430  
PFG  Queretaro  QRO  107,435      68,326,145     61,147,470     68,326,145     62,904,150  
El Salto Multitenant Guadalajara JAL  183,623      83,915,625     92,371,710     83,915,625   100,646,640  
Furukawa  Ciudad Juarez CHIH  149,538      76,660,594     63,749,490     76,660,594     64,302,020  
Contec Hills Ciudad Juarez CHIH  223,543    182,539,992   107,983,830   182,539,992   139,787,000  
Juarez Spec III Ciudad Juarez CHIH  174,802      93,051,944     68,953,530     93,051,944     72,689,240  
Bulkpack  Tamaulipas TAMP    80,000      50,646,565     44,234,340     50,646,565     50,323,320  
Delphi I  Reynosa  TAMP  163,584    105,850,263     68,953,530   105,850,263     72,689,240  
Delphi II  Reynosa  TAMP  159,386    133,247,232     76,109,085   133,247,232     85,270,070  
Lamosa  Reynosa  TAMP  160,722    100,342,567     82,614,135   100,342,567     86,667,940  
Reynosa Warehouse Reynosa  TAMP  147,909      88,737,568     58,545,450     88,737,568     66,398,825  
Reynosa Spec l Reynosa  TAMP  258,000    193,156,463   102,779,790   193,173,874   127,206,170  
Flexsteel I  Ciudad Juarez CHIH  112,355      86,890,638     46,836,360     81,405,162     54,516,930  
Flexsteel II Ciudad Juarez CHIH  112,355      86,991,344     50,739,390     72,096,505     47,527,580  
MacFarlane Tijuana  BCN    91,994      60,350,373     42,933,330     60,350,373     51,721,190  
Florido I P&L Tijuana  BCN    40,300      29,320,327     16,913,130     29,320,327     18,172,310  
Florido II Spec l Tijuana  BCN    30,000      20,408,593     14,961,615     20,408,593     15,376,570  
PIVA Katun Aguascalientes AGS    64,713      28,430,430     28,622,220     28,430,430     27,957,400  
Santa Fe Multitenant Silao  GTO  130,270      73,915,348     93,672,720     73,915,348     95,055,160  
Prodan  Tijuana  BCN    50,489      32,982,495     24,328,887     32,982,495     25,161,660  
Irasa BTS  Ramos Arizpe COAH  146,735      90,121,456     89,769,690     90,121,456     92,958,355  
Fruit IV  Saltillo  COAH  145,129      83,217,776     76,109,085     83,217,776     81,775,395  
Ecopark - Omnilife Guadalajara JAL  603,335    503,624,760   429,333,300   503,624,760   447,318,400  
GE Thermometrics Tijuana  BCN    60,870      40,615,117     32,525,250     40,615,117     32,849,945  
Valle Sur  Tijuana  BCN    32,000      19,990,931     12,034,343     18,953,620     11,881,895  
Sabritas  Tijuana  BCN    32,453      27,753,515     26,670,705     27,753,515     27,258,465  
Mar del Plata I Ciudad Juarez CHI  118,900      78,548,663     42,933,330     74,922,487     43,333,970  
Mar del Plata II Ciudad Juarez CHI  118,994      83,070,138     44,234,340     75,690,792     46,129,710  
Comilbus  San Luis Potosi SLP    28,560      15,801,296     16,913,130     12,897,784     12,580,830  
Merkle  San Luis Potosi SLP    70,504      39,580,739     33,826,260     39,580,739     34,247,815  
Estafeta  San Luis Potosi SLP    34,765      23,369,141     20,165,655     23,369,141     20,968,050  
Casas Grandes I Casas Grandes CHIH    86,436      35,443,560     22,117,170     35,443,560     29,355,270  
BAPSA  Chihuahua  CHIH    65,660      44,676,390     23,418,180     44,676,390     30,753,140  
Nordika N4 Tijuana  BCN    58,900      38,162,055     23,418,180     38,162,055     24,462,725  
Nordika N5 Tijuana  BCN  140,258      92,046,198     67,002,015     89,882,840     69,893,500  
Nordika N8 Spec I Tijuana  BCN  122,370      70,006,136     53,341,410     70,006,136     55,914,800  
Nordika N8  Spec II Tijuana  BCN    83,774      51,329,315     33,826,260     51,285,723     37,742,490  
SLP Multitenant I San Luis Potosi SLP    64,584      37,688,831     31,224,240     36,786,956     30,753,140  
SLP Multitenant II San Luis Potosi SLP    64,853      38,446,754     32,525,250     34,671,261     23,763,790  
OCPL I  Cuautitlan  EMX  379,185    292,488,446   249,793,920   292,488,446   250,218,730 
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7. INVESTMENT PROPERTIES (continued) 
 
  December 31, 2012   December 31, 2011  
 
 Investment  Total rentable  Estimated fair  Estimated fair 
  Properties                        City              State             square feet Cost value Cost value  
 
 
OCPL II  Cuautitlan  EMX  229,941    176,018,212   155,470,695   176,018,212   155,862,505  
OCPL IV  Cuautitilan  EMX  237,756    179,291,399   165,228,270   175,101,541   152,367,830  
OCPL V  Cuautitlan  EMX  226,087    131,501,777   153,519,180   130,521,832   157,959,310  
Timken  Cuautitlan  EMX    68,500      69,586,651     50,088,885     68,622,931     53,817,995  
Visteon  Queretaro  QRO    86,800      49,813,710     40,981,815     49,813,710     44,032,905  
OCCBQ  Queretaro  QRO  546,434    226,089,816   225,074,730   226,086,220   248,121,925  
Coecillo I  Toluca  EMX  181,475    132,484,374   116,440,395   132,484,374   124,410,430  
Coecillo II  Toluca  EMX  232,178    119,919,068   124,896,960   117,796,536   111,829,600  
OLCT A  Toluca  EMX    16,988        9,998,553       7,806,060       9,998,553       8,387,220  
OLCT B  Toluca  EMX    16,988      11,170,380       7,806,060     11,170,380       8,387,220  
OLCT C  Toluca  EMX    17,222      10,853,956       7,806,060     10,853,956       7,688,285  
OLCT D  Toluca  EMX    17,222        8,743,509       6,505,050       8,743,509       9,086,155  
OLCT E  Toluca  EMX  186,436    107,227,697   103,430,295   107,215,330   111,130,665  
OLCT F  Toluca  EMX    23,918      13,328,674     11,058,585     13,328,674     12,580,830  
OLCT G  Toluca  EMX  156,390    103,741,323     85,866,660   103,741,323     85,270,070  
OLCT H  Toluca  EMX    56,993      39,370,389     33,826,260     38,115,281     30,753,140  
K&N BTS I Cuautitlan  EMX  599,522    374,774,506   379,894,920   374,774,506   377,424,900  
K&N BTS II Cuautitlan  EMX  341,240    266,953,257   222,472,710   262,714,052   211,078,370  
OCPL III   Cuautitlan  EMX  257,377    151,134,386   180,840,390   150,787,698   173,335,880  
ODIH I  Huehuetoca EMX  229,551    113,298,629   114,488,880   112,120,247   111,829,600  
MT III  Queretaro  QRO  263,922    148,415,880   147,014,130   148,415,880   141,184,870  
OCPL XII  Cuautitlan  EMX  345,625    220,310,379   251,094,930   220,259,663   230,648,550  
Askoll  Ramos Arizpe COAH  185,155    123,120,210   104,080,800   122,916,728   103,442,380  
Associated Tube Saltillo  COAH  85,519      55,860,797     58,545,450     42,594,383     47,527,580  
Alcoa Fastening Ciudad Acuña COAH  155,680      76,921,074     76,759,590     76,921,074     83,872,200  
Huntington Ramos Arizpe COAH    91,773      48,167,833     54,642,420     48,167,833     55,914,800  
Martinrea  Ramos Arizpe COAH  217,751    124,622,312   117,090,900   124,600,556   121,614,690  
Metaldyne  Ramos Arizpe COAH  114,889      84,894,274     59,846,460     84,894,274     67,097,760  
Ramos Arizpe  
  Spec 3-A  Ramos Arizpe COAH  152,444    104,277,816     91,070,700   100,439,136     93,657,290  
Ramos Arizpe  
  Spec 3-B (Lot 19) Ramos Arizpe COAH  116,311      81,561,163     71,555,550     81,561,163     74,786,045  
Indiana Tube Ramos Arizpe COAH    85,824      70,066,310     56,593,935     70,066,310     60,108,410  
Leoni  Durango  DGO  255,216    204,247,356   186,044,430   136,806,374   116,722,145  
La-Z-Boy  Ramos Arizpe COAH  689,338    342,066,095   338,262,600   342,066,095   348,069,630  
Spec IV-A  Ramos Arizpe COAH    93,333      57,306,482     53,991,915     56,768,283     58,011,605  
Meridian Saltillo Saltillo  COAH  139,767    100,307,801     86,517,165   100,307,801     93,657,290  
Raychem 1 Ciudad Juarez CHIH  128,000    101,811,988     52,040,400   101,811,988     68,495,630  
Raychem 2 Ciudad Juarez CHIH    60,000      50,172,074     23,418,180     50,172,074     33,548,880  
Zomax/Peiker Ciudad Juarez CHIH    90,000      76,517,662     35,127,270     76,517,662     46,129,710  
Sabre 2  Ciudad Juarez CHIH    60,000      47,045,593     32,525,250     47,045,593     33,548,880  
Sabre 1  Ciudad Juarez CHIH    80,000      63,201,519     31,224,240     63,201,519     43,333,970  
Raychem 3 Ciudad Juarez CHIH  116,000      92,588,748     46,836,360     92,588,748     62,904,150  
Caterpillar  Cuautitlan  EMX  300,000    304,709,740   219,220,185   304,709,740   214,573,045  
Elcom 1  Chihuahua  CHIH    80,000      60,922,350     39,030,300     60,922,350     48,925,450  
Elcom 2  Chihuahua  CHIH    70,000      52,122,455     33,826,260     52,122,455     41,936,100  
Lucent  Monterrey  NL  132,934      84,422,774     52,040,400     84,422,774     60,108,410  
Lucite  Monterrey  NL    32,964      19,388,884     11,709,090     19,388,884     13,000,191  
UFE  Monterrey  NL  117,105      73,338,502     41,632,320     73,338,502     46,129,710  
Componentes  Monterrey  NL    64,589      44,437,374     33,826,260     44,437,374     35,645,685  
Acuity  Monterrey  NL    71,536      51,014,967     36,428,280     51,014,967     33,548,880  
Piolax  Monterrey  NL    60,126      45,599,907     29,272,725     45,599,907     33,548,880  
PBB & R III Nuevo Laredo TAMP    32,172      12,606,356     10,408,080     12,583,704     13,978,700  
LMC  Nuevo Laredo TAMP    45,904      24,515,493     16,913,130     24,515,493     24,462,725  
PBB & R I  Nuevo Laredo TAMP    49,009      25,415,382     16,913,130     25,415,382     23,763,790  
PBB & R II  Nuevo Laredo TAMP  150,868      61,385,170     55,943,430     61,385,170     64,302,020  
Nuevo Laredo Spec Nuevo Laredo TAMP    43,000      23,628,510     22,117,170     23,628,510     23,763,790  
Branson & ELW Nuevo Laredo TAMP  125,000      66,377,689     55,943,430     66,377,689     68,495,630  
Apodaca Spec I Monterrey  NL    88,000      79,006,999     53,341,410     79,006,999     55,914,800  
Apodaca Spec II Monterrey  NL    96,000      59,470,866     48,137,370     57,057,011     46,129,710  
Flextronics Aguascalientes AGS  528,093    302,228,568   373,389,870   299,196,430   357,854,720  
El Salto Spec I & II Guadalajara JAL  166,788      87,899,194     71,555,550     85,944,138     72,689,240  
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7. INVESTMENT PROPERTIES (continued) 
 
  
  December 31, 2012   December 31, 2011  
 
 Investment  Total rentable  Estimated fair  Estimated fair 
  Properties                         City            State            square feet Cost value Cost value  

 
Mannesmann  
  & NK Parts Guadalajara JAL  158,284    104,240,578     88,468,680   104,240,578     92,958,355  
Siemens & Yazaki Hermosillo SON    56,972      55,533,938     43,974,138     55,533,938     48,925,450  
Scania  Queretaro  QRO    51,667      46,025,314     39,680,805     45,944,782     39,140,360  
Escobedo Spec I  Monterrey  NL  116,510      56,662,576     57,244,440     56,662,576     57,312,670  
Escobedo Spec II Monterrey  NL  116,510      50,920,346     55,943,430     50,920,346     53,119,060  
DHL  Silao  GTO    35,112      18,682,114     19,515,150     18,682,114     22,365,920  
Victory Packaging Ciudad Juarez CHIH  241,772    164,491,226   127,498,980   164,491,226   135,593,390  
Chedraui  Villahermosa TAB  650,761    482,727,094   351,272,700   482,727,094   374,629,160  
SLP Multitenant III San Luis Potosi SLP  130,244      76,093,003     70,254,540     75,363,529     70,592,435  
SLP Multitenant IV San Luis Potosi SLP  107,640      56,076,406     50,739,390     56,076,406     54,516,930  
Contitech BTS San Luis Potosi SLP    77,059      51,298,866     52,040,400     51,298,866     55,215,865  
Contitech II San Luis Potosi SLP  134,475      77,221,649     76,759,590     77,221,649     82,474,330  
Cummins BTS SLP San Luis Potosi SLP  221,189    109,188,061   106,032,315     57,420,514     41,364,986  
GEO BTS  Tijuana  BCN  232,276    159,879,634   150,917,160   159,879,634   157,959,310  
Mar del Plata  
  Phase I & Phase II Ciudad Juarez CHIH  N/A      74,628,062     80,012,115     74,628,062     83,872,200  
ODIH Land Huehuetoca EMX  N/A    430,664,548   343,466,640   393,801,308   369,037,680  
OCPL Land Cuautitlan  EMX  N/A    154,655,558   102,779,790   145,045,531   102,044,510  
Ramos Arizpe  
  Land Reserve Ramos Arizpe COAH  N/A      10,840,984       8,326,464       9,866,545       8,387,220  
Apodaca Land  Monterrey  NL  N/A    125,126,400   116,700,597   135,940,924   128,184,679  
Millenium lots 7/8 A San Luis Potosi SLP  N/A       7,272,838      5,984,646      6,879,293       5,731,267  
SLP Phase II  
  Land Reserve San Luis Potosi SLP  N/A      19,902,032     18,994,746     19,246,993     16,087,471  
Escobedo  
  Land Reserve Monterrey  NL  N/A      62,309,394     49,438,380     57,499,567     48,925,450  
Paso del Norte Ciudad Juarez CHIH  N/A      56,870,075     44,234,340     52,448,749     47,527,580  
Colinas del Sureste Villahermosa TAB  N/A      62,656,051     33,175,755     59,340,043     35,645,685  
OABP Land Monterrey  NL  N/A    162,264,130   141,810,090   162,208,844   143,980,610  
Atitalaquia  Atitalaquia  HGO  N/A      84,780,111   100,568,073     81,148,667   104,560,676  
Reynosa  
  Land Reserve Reynosa  TAMP  N/A                       14,907,482                  14,961,615                  14,342,825                  18,172,310  

 
Total Investment Properties                   14,066,832,245          11,944,149,722            13,804,573,873           12,231,816,528 

 
 
8. SEGMENT REPORTING 
 
The investment properties are concentrated in the industrial sector which is considered as the only segment from the business 
perspective of the CODM. Accordingly, the investment portfolio may be subject to more rapid change in value than would be the 
case if the Entities were to maintain a wide diversification among investment sectors. The Entities mitigate this risk by 
diversifying their investment in various regions. Please refer to Note 3p for details. 

At December 31, 2012 and 2011, the Entities had real estate investments located throughout Mexico. The diversification based on 
the estimated fair values and established regions is as follows: 
 

 2012  2011 

 
Region % 

Estimated Fair 
Value  

Region % 
Estimated Fair 

Value 

North 47.79% 5,708,109,152  43.57% 5,329,473,808 

Central 50.01% 5,973,269,276  53.01% 6,484,379,590 

South 2.20% 262,771,294  3.42% 417,963,130 

 100.00% 11,944,149,722  100.00% 12,231,816,528 
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8. SEGMENT REPORTING (continued) 
 
Rental revenue diversification by region for the years ended December 31, 2012, 2011 and 2010 is as follows: 
 

 2012  2011 2010 

Region %  Revenue Region % Revenue Region %  Revenue 

North 54.46% 560,370,777  54.46% 492,177,917 53.86% 475,347,266 

Central 40.72% 418,991,885  40.72% 368,039,522 41.81% 368,977,682 

South 4.82% 49,595,798  4.82% 43,596,923 4.33% 38,204,046 

 100.00% 1,028,958,459  100.00% 903,814,362 100.00% 882,528,994 

 
9. DERIVATIVE FINANCIAL INSTRUMENTS 
 

During the second quarter of 2011, some Entities entered into a 21-month interest rate cap agreement in order to hedge against 
interest rate volatility in the Citi-led credit facility. The Entities paid $13,677,212 for a contract effective from July 2011 to March 
2013. The contract provides a guarantee that the Entities will pay the lower of the cap rate set at 2.00% or one-month Libor rate.   
 
Also, during the second quarter of 2011, some Entities entered into a five-year interest rate cap agreement in order to hedge 
against interest rate volatility in the Banorte credit facility. The Fund paid $12,074,635 for a contract effective from May 2011 to 
May 2016. The contract provides a guarantee that the Fund will pay the lower of the cap rate set at 3.00% or the variable interest 
rate indicated in the loan agreement. 
 
As of December 31, 2012 and 2011, the Swaps and Caps transactions are summarized as follows: 

         
As of December 31, 2012 

  Bank Notional Amount Strike Price Fair Market Value Maturity Date 

Cap JP Morgan  $ 1,561,264,040 3.00%  $ 984,383 December 1, 2015 

Cap Citi  $ 4,848,241,880 2.00%  $ - March 1, 2013 

Cap Banorte  $ 477,062,075 3.00%  $ 548,467 May 2, 2016 

    

As of December 31, 2011 

  Bank Notional Amount Strike Price Fair Market Value Maturity Date 

Swap JP Morgan  $ 1,770,262,568 0.75% $ (5,084,948) December 1, 2012

Cap JP Morgan  $ 1,677,499,915 3.00%  $ 8,940,553 December 1, 2015 

Cap Citi  $ 5,309,968,217 2.00%  $ 1,194,592 March 1, 2013 

Cap Banorte  $ 536,167,451 3.00%  $ 4,080,662 May 2, 2016 
 

A maturity analysis of the estimated net cash flow arising from the interest rate swaps and caps is provided in the table below, 
based on the floating rate as of each year end.  
 
 

At December 31, 2012 the Entities had no obligations.  
 
 

December 31, 2011      <1 year    1 – 3 years              >3 years                      Total 
 

Net Cash Flow (7,137,241) -   -  (7,137,241) 
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10. FAIR VALUE MEASUREMENTS  
 
The IFRS 13 guidance on fair value measurements and disclosures establishes a fair value measurement framework, provides a 
single definition of fair value and requires expanded disclosure summarizing fair value measurements. This standard provides a 
three-level hierarchy based on the inputs used in the valuation process. The level in the fair value hierarchy within which the fair 
value measurement falls is determined based on the lowest level input that is significant to the fair value measurement. The levels 
of the fair value hierarchy are as follows: 
 
Level 1 – Fair value is based on unadjusted quoted prices in active markets that are accessible to the entity for identical assets or 
liabilities.  These quoted prices generally provide the most reliable evidence and should be used to measure fair value whenever 
available. 
 
Level 2 – Fair value is based on inputs, other than Level 1 inputs, that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the asset or liability through corroboration with observable market data. 
 
Level 3 – Fair value is based on significant unobservable inputs for the asset or liability. These inputs reflect the entity’s own 
assumptions about how market participants would price the asset or liability. 
 
For items classified as Level 3, a reconciliation of the beginning and ending balances, as shown in table 3 and 4 below, is also 
required. 
 
Table 1 and 2 below summarize the assets measured at fair value on a recurring basis and their respective position in the fair value 
hierarchy: 
   

Table 1           

           

 Fair Value Measurements at December 31, 2012 using  

Assets: Cost at 12/31/2012 

Amounts 
Measured at Fair 
Value 12/31/2012 

Quoted Prices in 
Active Markets 

for Identical 
Assets (Level 1) 

Significant Other 
Observable Inputs 

(Level 2) 

Significant 
Unobservable 

Inputs (Level 3) 

            

Investment properties  $ 14,066,832,245  $ 11,944,149,722  $ -  $ -  $ 11,944,149,722 

Derivative financial instruments 28,704,349 1,532,850 - 1,532,850 - 

   $ 14,095,536,594  $ 11,945,682,572  $ -  $ 1,532,850  $ 11,944,149,722 

            

  Fair Value Measurements at December 31, 2011 using  

Assets: Cost at 12/31/2011 

Amounts 
Measured at Fair 
Value 12/31/2011 

Quoted Prices in 
Active Markets 

for Identical 
Assets (Level 1) 

Significant Other 
Observable Inputs 

(Level 2) 

Significant 
Unobservable 

Inputs (Level 3) 

  

Investment properties  $ 13,804,573,873  $ 12,231,816,528  $ -  $ -  $ 12,231,816,528 

Derivative financial instruments 54,153,502 14,215,807 - 14,215,807 - 

   $ 13,858,727,375 $ 12,246,032,335 $ - $ 14,215,807 $ 12,231,816,528
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10. FAIR VALUE MEASUREMENTS (continued) 
 

Table 2           

           

 Fair Value Measurements at December 31, 2012 using  

Liabilities: Cost at 12/31/2012 

Amounts 
Measured at Fair 
Value 12/31/2012 

Quoted Prices in 
Active Markets 

for Identical 
Liabilities 
(Level 1) 

Significant Other 
Observable Inputs 

(Level 2) 

Significant 
Unobservable 

Inputs (Level 3) 

            

Borrowings  $ 6,963,582,948  $ 6,963,582,948  $ -  $ -  $ 6,963,582,948 

   $ 6,963,582,948  $ 6,963,582,948  $ -  $ -  $ 6,963,582,948 

      

Fair Value Measurements at December 31, 2011 using  

Assets: Cost at 12/31/2012 

Amounts 
Measured at Fair 
Value 12/31/2012 

Quoted Prices in 
Active Markets 

for Identical 
Liabilities 
(Level 1) 

Significant Other 
Observable Inputs 

(Level 2) 

Significant 
Unobservable 

Inputs (Level 3) 

Borrowings  $ 7,738,309,064  $ 7,738,309,064  $ -  $ -  $ 7,738,309,064 

Derivative financial instruments - 5,084,948 - 5,084,948 -

   $ 7,738,309,064  $ 7,743,394,012  $ -  $ 5,084,948  $ 7,738,309,064 

 
 
There were no transfers between Levels 1, 2 and 3 during 2012 and 2011. 
 
Valuation techniques used to derive Level 2 fair values. 
 
Level 2 fair values of derivative financial instruments have been derived using the income approach. Inputs used in this valuation 
technique were interest rate and yield curves observable at commonly quoted intervals. 
 
Tables 3 and 4 below present a reconciliation of the beginning and ending balances for all assets and liabilities measured at fair 
value on a recurring basis using significant unobservable inputs (Level 3) for the years ended December 31, 2012 and 2011. 
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10. FAIR VALUE MEASUREMENTS (continued) 
 
             

Table 3    

 
Fair Value Measurements Using Significant  

Unobservable Inputs (Level 3) 

December 31, 2012 December 31, 2011 

Beginning balance  $ 12,231,816,528  $ 10,169,922,759 

Net gains (losses) realized/unrealized 
    included in earnings (or change in net assets)  301,322,046 483,390,071 

FX translation (851,050,984) 1,418,322,301 

Acquisition/Issuances/Contributions 262,062,132 160,181,397 

Ending balance  $ 11,944,149,722  $ 12,231,816,528 

Unrealized gains (losses) for the period relating to 
Level 3 assets that were still held at the reporting 
date   $ 301,322,046  $ 483,390,071 

 
 
Information about fair value measurements using significant unobservable inputs (Level 3) 
 
a. Investment Property: 
 
The revised valuation technique used were based upon property appraisal reports prepared by independent real estate appraisers 
(members of the Appraisal Institute or an equivalent organization) within a reasonable amount of time following acquisition of the 
real estate and no less frequently than annually thereafter. The Chief Real Estate Appraiser of Prudential Investment Management,  
Inc. (PIM) is responsible to assure that the valuation process provides independent and reasonable property fair value estimates. 
An unaffiliated third party appraisal firm has been appointed by PIM to assist the Chief Real Estate Appraiser in maintaining and 
monitoring the independence and the accuracy of the appraisal process.  
 
The purpose of an appraisal is to estimate the fair value of real estate as of a specific date. Fair value is defined as the price that 
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. 
 
The estimate of fair value is based on the conventional approaches to value, all of which require the exercise of subjective 
judgment. The three approaches are: (1) current cost of reproducing the real estate less deterioration and functional and economic 
obsolescence; (2) discounting a series of income streams and reversion at a specific yield or by directly capitalizing a single year 
income estimate by an appropriate factor; and (3) value indicated by recent sales of comparable real estate in the market. Key 
inputs and assumptions include rental income and expense amounts, related rental income and expense rates, discount rates and 
capitalization rates. In the reconciliation of these three approaches, the independent appraiser uses one or a combination of them to 
come up with the approximated value for the type of real estate in the market. 

 
In general, the inputs used in the appraisal process are unobservable; therefore unless indicated otherwise, real estate investments 
are classified as level 3 under guidance for fair value measurements hierarchy. 
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10. FAIR VALUE MEASUREMENTS (continued) 
 
As described above, the estimated fair value of real estate and real estate related assets is generally determined through an 
appraisal process. These estimated fair values may vary significantly from the prices at which the real estate investments would 
sell, since market prices of real estate investments can only be determined by negotiation between a willing buyer and seller. 
These differences could be material to the financial statements. 
 
The following unobservable inputs were used by the independent appraiser: 
 
Valuation technique: Discounted cash flows 
 
Most significant unobservable inputs: 
 

- Discount rate: The yield rate (internal rate of return or IRR) is the single rate that discounts all future net assets benefits to 
an opinion of net present value. The discount rate as of December 31 2012 ranges between 9% and 13%, (9.25% and 12% 
in 2011, 8.75% and 11.75% in 2010) approximately. 

- Market rent growth rate: Based on information gathered from surveys, as well as market experience and management´s 
projections. Market rent growth rate as of December 31, 2012 ranges between 2.4% and  3%, ( 1.5% and 3% in 2011, 
2.00% and 3.00% in 2010) approximately. 

- Vacancy and collection loss assumptions: It is a function of the interrelationship between absorption, lease expiration, 
renewal probability, estimated downtime between leases and a collection loss factor based on the relative stability and 
credit of the subject´s tenant base. 

 
 
Significant increases (decreases) in the discount rate would result in a significantly lower (higher) fair value measurement, 
however an increase (decrease) in any of the other two, would result in a higher (lower) fair value measurement. 
 
            

Table 4    

 
Fair Value Measurements Using Significant  

Unobservable Inputs 

December 31, 2012 December 31, 2011 

Beginning balance  $ 7,738,309,064  $ 7,008,505,131 

Net gains (losses) realized/unrealized 
    included in earnings (or change in net assets)  - (6,993,905)

FX translation (536,196,235) 898,175,808 

Acquisition/Issuances - 637,447,137 
Disposition/Settlements (238,529,881) (798,825,107)

Ending balance  $ 6,963,582,948  $ 7,738,309,064 

Unrealized gains (losses) for the period  
relating to Level 3 liabilities that were still held at 
the reporting date   $ -  $ (6,993,905)
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10. FAIR VALUE MEASUREMENTS (continued) 
 
b. Borrowings: 
 
Borrowings are shown at estimated fair value as of December 31, 2012 and 2011. The estimated fair value is based on the amount 
at which the Entities would pay to transfer the debt at the reporting date taking into consideration the effect of nonperformance 
risk, including the Entities’s own credit risk. The fair value of debt is determined using the discounted cash flow method, which 
applies certain key assumptions including the contractual terms of the contract, market interest rates, interest spreads, credit risk, 
liquidity and other factors. Different assumptions or changes in future market conditions could significantly affect estimated fair 
value. 
 
Valuation processes for borrowings of the Entities: 
 
The Capital Market department of the Entities includes a team that performs the valuations for financial reporting purposes, 
including Level 3 fair values. This team reports directly to the Vice-President of Capital Market. Discussions of valuation 
processes and results are held between the Vice-President of Capital Market and the valuation team at least once every year, in line 
with the valuation of the properties related to such borrowings. 
 
The main Level 3 inputs used by the Entities are derived and evaluated as follows: 
 

Discount rates: These are estimated based on the weighted average cost of capital of public companies that are, in the 
opinion of the Entities, comparable with the borrowings being valued. The Entities has subscriptions to information 
brokers that allow the group to gather such information 

These fair values have been estimated by management based on management’s experience and historical data, which are 
in line with internal credit policies used within the group (Prudential Real Estate Investments Incorporation). The 
unobservable inputs used in the fair value measurement of the borrowings are the discount rates, for which a significant 
increase (decrease) would result in a significantly lower (higher) fair value measurement. At December 31, 2012, the 
interest rate used for the determination of present cash-flows was 2.5% (7% in 2011) approximately. 

 
Changes in all Level 2 and 3 fair values are analyzed at each reporting date during the quarterly valuation discussions between the 
parties involved in the process. As part of this discussion, the team presents a report that explains the reasons for the fair value 
movements. 
 
11. NET ASSETS ATTRIBUTABLE TO THE INVESTORS 
 
The Combined Entities’ outstanding net balances represent the distributable benefit or losses attributable to investors in the funds 
and it has been conformed by contributions, returns generated by investment properties, as well as, diminished by payments and 
obligations. After dissolution, any net assets remaining shall be paid in one or more installments in the following order of priority: 
first to any creditors of the Combined Entities, secondly to the Manager and its Affiliates, in satisfaction of any liabilities, 
including the expenses of winding-up, liquidation and dissolution of the funds and any remaining proceeds, if any, plus any 
remaining net assets, shall be distributed to investors. After such distribution, the investors shall execute, acknowledge and cause 
to be filed a certificate evidencing the cancellation of the certificate of membership of the funds, at which time the Combined 
Entities shall be terminated. 
 
The Entities’ net assets, in the amount of $5,323,330,175 in 2012 and $5,325,767,828 in 2011, in these combined financial 
statements is represented by the sum of net asset value of the entities listed in the Note 1. The contributions were made in US 
Dollars and converted to Mexican pesos at the date on which they occurred. 
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12. BORROWINGS 
 
Borrowings include mortgage loans payable as summarized below: 
 
              

  December 31, 2012  December 31, 2011     

Lender[1],[2] 
 Estimated fair value and 

Carrying amount 
 Estimated fair value 

and Carrying amount 
 Interest 

Rate(p.a.)[4],[5] 
Maturity 

Date Terms[3] 

Citibank 

 

$ 4,787,456,920 $ 5,270,517,222

Libor + 2.5% 
or Prime rate 
+1.75% 2013 P&I

Banorte 137,799,919  161,361,823  Libor +3.50% 2013 P&I, PP
Banorte 477,062,072  536,167,465  Libor +3.30% 2016 P&I, PP

JP Morgan 1,561,264,037  1,770,262,554  
Libor +3.124% 
or Prime rate 2015 P&I 

Total Mortgage 
Loans Payable[6] $ 6,963,582,948  $ 7,738,309,064     

 
[1] Citibank = Citibank, N.A. 
[2] Banorte = Banco Mercantil del Norte, S.A. 
[3] P&I = Principal and Interest, PP = Prepayment Penalties applicable to loan. 
[4] At December 31, 2012 the 30-day Libor was 0.20% and Prime rate was 3.25% at December 31, 2011 the 30-day Libor was 0.29% and Prime rate was 3.25% 
[5] p.a. = per annum 
[6] This amount represents the direct conversion at closing FX rate. Please see note 10 (table 4) to see the effective impact of FX translation. 

 
At December 31, 2012 and 2011, the borrowings are collaterized by investment properties with an aggregate estimated fair value 
of $11,944,149,722 y $12,231,816,528, respectively. 
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12. BORROWINGS (continued) 
 
As of December 31, 2012 and 2011, principal amounts of borrowings are payable as follows: 

 
December 31, 2012        < 1 year 1-3 years >3 years    Total 
(in 000’s pesos)      
Borrowings              5,038,716 1,522,583     402,283 6,963,582 
 
December 31, 2011        < 1 year 1-3 years >3 years    Total 
(in 000’s pesos) 
Borrowings                 109,830         5,612,574 2,015,905 7,738,309 
 
All borrowings of the Entities are denominated in US Dollars. 
 
The Entities’ exposure to the risk from changes in interest rates is largely related to the Entities’ long-term borrowings. The 
Entities manage their interest rate risk through a combination of fixed-rate and variable-rate borrowings. In general, short-term 
borrowings may be floating rate while longer-term borrowings are typically either fixed rate or are floating rate with interest rate 
swap agreements to control the Entities’ exposure in the event of rising interest rates. 
 
The Entities generally enter into variable-rate borrowings. Therefore, the Entities carry exposure to the risk from changes in 
interest rated related to the Entities’ borrowings. This risk is reduced due to the use of interest rate swap and cap agreements.  
 
During the 2Q11, the Entities refinanced the Metlife and the GE credit facilities in a single credit facility with Banorte. The 
previous loan documents were cancelled and a new credit agreement was signed with Banorte. The new credit agreement includes 
a security trust to hold collateral properties.  
 
Prior to refinancing, the GE credit facility had an outstanding balance of $238,346,227 and the Metlife facility had an outstanding 
balance of $191,253,531. As part of the refinancing, the Fund had to pay breakage costs of $1,798,853 to the GE Credit Facility.  
 
After refinancing, the Entities’ outstanding balance under the Banorte Credit Facility is $6,340,000 (US $453,520). As part of the 
negotiations, the interest rate decreased to one-month libor plus 330 bps.  

 
13. OTHER OPERATING INCOME 
 
Other operating income for the years ended December 31, 2012, 2011 and 2010 was as follows: 
 
                             

  December 31, 2012   December 31, 2011    December 31, 2010 
             
Service charge income  $ 81,787,761   $ 66,666,678  $ 54,991,371 

Other operating income  1,905,980  23,192,622 12,957,816 

    
Total  $ 83,693,741   $ 89,859,300  $ 67,949,187 
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14. REAL ESTATE EXPENSES AND TAXES 
 
Real estate expenses and taxes for the years ended December 31, 2012, 2011 and 2010 were as follows: 
 
 
    December 31, 2012   December 31, 2011   December 31, 2010 
              

Repairs, maintenance and utilities fees    $ 109,288,848  $ 83,313,984  $ 73,320,987 

Real Estate and other assets   41,147,138 42,667,286 34,061,080 

Property insurance   12,660,140 16,883,117 8,698,377 

Partner leasing fees   21,139,619 32,198,924 - 

Property management fees   17,137,603 16,382,002 16,389,983 

Other fees and expenses   53,370,282 42,434,504 35,206,036 

Total    $ 254,743,630  $ 233,879,817  $ 167,676,463 

 
 
15. FEES AND OTHER SUNDRY EXPENSES 

 
The Entities bear all advisory and professional fees, including the administrative management, auditors, property appraisers, legal 
advisors, and other administrative expenses.  
 
Fees and other sundry expenses for the years ended December 31, 2012, 2011 and 2010 were as follows:  
 
 
   December 31, 2012   December 31, 2011   December 31, 2010 
        

Legal fees   $ 5,773,968  $ 5,149,098  $ 6,722,173 

Accounting/Audit fees  13,514,987 11,479,020 2,357,731 

Trustee fees  2,978,470 2,025,849 2,898,958 

Other professional fees  18,321,329 17,366,978 14,661,652 

Sundry fund expenses  9,250,082 9,873,781 2,062,535 

Total   $ 49,838,836  $ 45,894,726  $ 28,703,049 

 
 
16. FINANCE COSTS - NET 
 
Finance cost for the years ended December 31, 2012, 2011 and 2010 was as follows:  
 
    December 31, 2012   December 31, 2011   December 31, 2010 

              
Interest income on bank accounts  $ 1,189,837  $ 1,231,335  $ 1,429,630 

    

    

    December 31, 2012 December 31, 2011 December 31, 2010 
    
Interest expense on bank borrowings  $ 244,492,519  $ 280,038,677  $ 272,442,985 
Borrowing acquisition costs  17,753,700 23,741,109 61,858,005 
Bank commissions 1,440,310 2,379,770 999,730 

Total  $ 263,686,529  $ 306,159,556  $ 335,300,720 
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17. RELATED PARTIES 
 
There are related parties represented by Entities indirect investors: Public Employees Retirement Association of Colorado, 
Prudential Insurance Company of America, PIM Foreign Investment Inc, and California Teachers Retirement System, which have 
significant influence over the Entities. Additionally the Management Company which has the control over the Entities is a 
subsidiary of Prudential Investment Management, Inc (PIM) and indirectly owned by Prudential Financial Inc. (PFI). All these 
companies have no balances or transactions at the current level of the Entities subject to combination.    
 

However, management fees paid by the Investors to the Management Company in 2012, 2011 and 2010 were $67,350,971, 
$63,398,147, and $64,437,804 respectively. 
 

Distributions to the investors are disclosed in the Combined Statement of Changes in net assets. 
 
The Entities recognized the following related party transactions in the income statement with the property managers, which were 
paid as follows:  
 
 December 31, 2012  December 31, 2011  December 31, 2010 

Property management fees $17,109,603  $18,418,015  $16,219,446 

 

18. LEASES 
 
Contracts entered into between the Entities and their tenants are classified as operating leases under IAS 17. The Entities are 
therefore the lessor in many and varied operating leases (tenancies) for investment properties. Some fixed-term leases include 
renewal options for the tenants. In most cases, the tenants do not have any purchase options. These agreements, without giving 
effect to renewal options, have expiration dates ranging from February 28, 2013 to December 31, 2022. 

  
The minimum lease payments are the net rent accruing over the agreed term or up to the earliest possible date of termination by 
the lessee (tenant), regardless of the probability of the tenant terminating or not exercising an option to renew. 
 
The minimum lease payments from existing leases that the Entities will receive in future years as of each year-end are as follow: 
 
                   

December 31, 2012   < 1 year   1 to 5 years   > 5 years   Total 

(in 000´s pesos)                 

Future minimum lease payments   840,465 2,772,363 342,159 3,954,987 

    

December 31, 2011   < 1 year 1 to 5 years > 5 years Total 

(in 000´s pesos)   

Future minimum lease payments   1,054,819 2,768,234 416,072 4,239,125 

    

December 31, 2010   < 1 year 1 to 5 years > 5 years Total 

(in 000´s pesos)   

Future minimum lease payments   809,316 1,247,721 569,255 2,626,292 
 
 
19. COMMITMENTS AND CONTINGENCIES 
 
In the ordinary course of business there can be various legal actions related to properties of the Entities’. As of December 31, 
2012, 2011 and 2010 the Entities’ management was not aware of any such matter that had or would have a material effect on 
Entities’ financial condition or results of operations. 
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ANNEX A 
 

LIST OF UNDERLYING PROPERTIES 

No. Property Initial Year of Operations Total GLA (sq. ft.)(1) Percentage of Portfolio GLA(1) 

 Aguascalientes, Aguascalientes    
1.  Katun ...........................................  1998 64,713 0.3% 
2.  Flextronics ..................................  1985 528,093 2.7% 

  
Tijuana, Baja California    

3.  MacFarlane .................................  1998 91,994 0.5% 
4.  Prodan .........................................  1999 50,489 0.3% 
5.  Florido I ......................................  2005 40,300 0.2% 
6.  Florido II .....................................  2006 30,000 0.2% 
7.  GE Thermometrics .....................  1983 60,870 0.3% 
8.  Nordika N4 .................................  2002 58,900 0.3% 
9.  Nordika N5 .................................  2006 140,258 0.7% 
10.  Nordika N8 Spec I ......................  2007 122,370 0.6% 
11.  Nordika N8 Spec II .....................  2008 83,774 0.4% 
12.  Sabritas........................................  1986 32,453 0.2% 
13.  GEO BTS ....................................  2009 232,276 1.2% 
14.  Valle Sur .....................................  1991 32,000 0.2% 

  
Casas Grandes, Chihuahua    

15.  AAMSA ......................................  1996 86,436 0.4% 
  

Chihuahua, Chihuahua    
16.  BAPSA........................................  1984 65,660 0.3% 
17.  Elcom 1 .......................................  2001 80,000 0.4% 
18.  Elcom 2 .......................................  2002 70,000 0.4% 

  
Ciudad Juárez, Chihuahua    

19.  Actown ........................................  1998 73,703 0.4% 
20.  Contec .........................................  2005 223,543 1.1% 
21.  Contec IV ....................................  1994 59,571 0.3% 
22.  Contec V .....................................  1995 79,700 0.4% 
23.  Harman Becker ...........................  1997 109,470 0.6% 
24.  Impulso .......................................  2006 105,749 0.5% 
25.  Juarez Spec II ..............................  2006 105,749 0.5% 
26.  Lear  1997 149,570 0.8% 
27.  Ryder ...........................................  1977 174,802 0.9% 
28.  Mar del Plata I ............................  2007 118,900 0.6% 
29.  Mar del Plata II ...........................  2007 118,994 0.6% 
30.  Raychem 1 ..................................  1998 128,000 0.7% 
31.  Raychem 2 ..................................  2000 60,000 0.3% 
32.  Raychem 3 ..................................  2002 116,000 0.6% 
33.  Sabre 1 ........................................  2000 80,000 0.4% 
34.  Sabre 2 ........................................  1997 60,000 0.3% 
35.  Victory Packaging ..................  2009 241,772 1.2% 
36.  Zomax/Peiker ..............................  1999 90,000 0.5% 
37.  Paso del Norte* ...........................  NA 0 0.0% 
38.  Mar del Plata Phase I* ................  NA 0 0.0% 
39.  Mar del Plata Phase II* ...............  NA 0 0.0% 

  
Ciudad Acuña, Coahuila    

40.  Alcoa Fastening ..........................  2006 155,680 0.8% 
  

Ramos Arizpe, Coahuila    
41.  Irasa BTS ....................................  2008 146,735 0.8% 
42.  Huntington ..................................  2007 91,773 0.5% 
43.  Indiana Tube ...............................  2005 85,824 0.4% 
44.  La-Z-Boy ....................................  2009 689,338 3.5% 
45.  Martinrea .....................................  2006 217,751 1.1% 
46.  Metaldyne ...................................  2007 114,889 0.6% 
47.  Mubea .........................................  2007 116,311 0.6% 
48.  Askoll ..........................................  1995 183,470 0.9% 
49.  Ramos Arizpe Spec III-A ...........  2007 152,444 0.8% 
50.  Ramos Arizpe Spec IV-A ...........  2009 93,813 0.5% 
51.  Ramos Arizpe Land Reserve* ........ NA 0 0.0% 



 

 A-2  

No. Property Initial Year of Operations Total GLA (sq. ft.)(1) Percentage of Portfolio GLA(1) 

  
Saltillo, Coahuila    

52.  Fruit IV .......................................  1998 145,129 0.7% 
53.  Associated Tube..........................  2006 87,969 0.5% 
54.  Meridian Saltillo .........................  2008 139,767 0.7% 

  
Durango, Durango    

55.  Leoni ...........................................  2008 240,911 1.2% 
  

Celaya, Guanajuato    
56.  Qualcore ......................................  2000 116,000 0.6% 

  
Silao, Guanajuato    

57.  Santa Fe Multitenant ...................  2008 130,270 0.7% 
58.  DHL ............................................  1998 35,112 0.2% 

  
Atitalaquia, Hidalgo    

59.  Atitalaquia ...................................  NA 0 0.0% 
  

Guadalajara, Jalisco    
60.  El Salto Multitenant ....................  2008 183,623 0.9% 
61.  Hi-P .............................................  2000 181,201 0.9% 
62.  Ecopark - Omnilife .....................  1999 603,335 3.1% 
63.  El Salto Spec I & II .....................  2008 166,787 0.9% 
64.  Mannesmann & NK Parts ...........  1999 158,284 0.8% 

  
Monterrey, Nuevo Leon    

65.  Acuity ..........................................  1998 71,536 0.4% 
66.  Piolax ..........................................  2001 60,127 0.3% 
67.  UFE .............................................  1997 117,105 0.6% 
68.  Guadalupe I .................................  1996 32,964 0.2% 
69.  Sucroliq .......................................  2004 64,582 0.3% 
70.  Apodaca I ....................................  2008 88,000 0.5% 
71.  Apodaca II ..................................  2009 96,000 0.5% 
72.  SMM ...........................................  1991 101,450 0.5% 
73.  Escobedo I ..................................  2008 116,509 0.6% 
74.  Escobedo II .................................  2008 116,510 0.6% 
75.  Escobedo Land Reserve* ...........  NA 0 0.0% 
76.  Apodaca Land* ...........................  NA 0 0.0% 
77.  OABP Land* ..............................  NA 0 0.0% 

  
Puebla, Puebla    

78.  Alcoa ...........................................  1997 185,615 1.0% 
  

Querétaro, Querétaro    
79.  Arvin Meritor ..............................  2001 220,877 1.1% 
80.  Autoliv I ......................................  1999 105,696 0.5% 
81.  Autoliv II ....................................  2002 142,718 0.7% 
82.  Bosal ...........................................  1997 108,716 0.6% 
83.  Chemetall ....................................  2006 39,246 0.2% 
84.  DIEHL ........................................  2003 59,644 0.3% 
85.  Multitenant I ...............................  2005 125,982 0.6% 
86.  Multitenant II ..............................  2007 135,626 0.7% 
87.  PIET II ........................................  2000 107,435 0.5% 
88.  Halberg ........................................  1983 86,800 0.4% 
89.  Multitenant III .............................  2009 263,922 1.4% 
90.  OCCBQ .......................................  2007 546,434 2.8% 
91.  Scania ..........................................  2006 51,667 0.3% 

  
San Luis Potosí, San Luis Potosí    

92.  Contitech BTS ............................  2008 77,059 0.4% 
93.  Contitech II .................................  2008 134,487 0.7% 
94.  SLP Multitenant I .......................  2006 64,584 0.3% 
95.  SLP Multitenant II ......................  2007 64,584 0.3% 
96.  SLP Multitentant III ....................  2008 129,168 0.7% 
97.  SLP Multitenant IV 2008 107,640 0.6% 
98.  Millennium I ...............................  2004 22,489 0.1% 
99.  Millennium II ..............................  2000 70,504 0.4% 
100.  Millennium III ............................  2003 34,768 0.2% 



 

 A-3  

No. Property Initial Year of Operations Total GLA (sq. ft.)(1) Percentage of Portfolio GLA(1) 

101.  Cummins BTS SLP ....................  NA 224,671 1.1% 
102.  Millennium Lots A7 & A8* .......  NA 0 0.0% 
103.  SLP Phase II Land Reserve* NA 0 0.0% 

  
Hermosillo, Sonora    

104.  Thermadyne ................................  1997 178,013 0.9% 
105.  Hermosillo IGS ...........................  1985 56,972 0.3% 

  
Cuautitlán Izcalli, State of 
Mexico    

106.  Mattel ..........................................  2003 344,206 1.8% 
107.  OCDC I .......................................  2004 321,328 1.6% 
108.  OCDC II ......................................  2006 172,579 0.9% 
109.  Caterpillar ...................................  2002 300,000 1.5% 
110.  K&N BTS I .................................  2008 599,522 3.1% 
111.  K&N BTS II ...............................  2009 341,240 1.7% 
112.  OCPL I ........................................  2007 379,228 1.9% 
113.  OCPL II.......................................  2006 229,898 1.2% 
114.  OCPL III .....................................  2008 257,377 1.3% 
115.  OCPL IV .....................................  2007 237,756 1.2% 
116.  OCPL V ......................................  2008 309,666 1.6% 
117.  Timken ........................................  2006 68,500 0.4% 
118.  OCPL XII ....................................  2009 345,625 1.8% 
119.  OCPL Land* ...............................  NA 0 0.0% 

  
Huehuetoca, State of Mexico    

120.  ODIH I ........................................  2009 229,551 1.2% 
121.  ODIH Land* ...............................  NA 0 0.0% 

  
Toluca, State of Mexico    

122.  Coecillo Spec ..............................  2008 232,178 1.2% 
123.  Intier BTS ...................................  2007 181,475 0.9% 
124.  OLCT A ......................................  2008 16,988 0.1% 
125.  OLCT B ......................................  2008 18,299 0.1% 
126.  OLCT C ......................................  2008 17,222 0.1% 
127.  OLCT D ......................................  2008 17,222 0.1% 
128.  OLCT E.......................................  2008 186,436 1.0% 
129.  OLCT F .......................................  2008 23,917 0.1% 
130.  OLCT G ......................................  2009 156,390 0.8% 
131.  OLCT H ......................................  2009 56,993 0.3% 

  
Villahermosa, Tabasco    

132.  Chedraui ......................................  2009 650,761 3.3% 
133.  Colinas del Sureste* ...................  NA 0 0.0% 

  
Matamoros, Tamaulipas    

134.  Bulk Pack ....................................  2006 80,000 0.4% 
  

Nuevo Laredo, Tamaulipas    
135.  Branson & ELW .........................  1997 125,000 0.6% 
136.  IQ  ..............................................  1988 49,039 0.3% 
137.  Nuevo Laredo II ..........................  1998 150,868 0.8% 
138.  ELW ............................................  2007 43,000 0.2% 
139.  Sony I ..........................................  1996 45,904 0.2% 
140.  Sony II .........................................  1980 29,742 0.2% 

  
Reynosa, Tamaulipas    

141.  Lamosa ........................................  1985 160,722 0.8% 
142.  Reynosa Spec I ...........................  2006 258,000 1.3% 
143.  Reynosa Warehouse ...................  1985 160,722 0.8% 
144.  Reynosa I ....................................  1985 163,584 0.8% 
145.  Reynosa II ...................................  1985 163,584 0.8% 
146.  Reynosa Land Reserve* .............  NA 0 0.0% 

 
(1) As of December 31, 2012. 



 

 
 

 

ISSUER 

Terrafina 
Andres Bello #10, Piso 11 

Col. Polanco, 11560, México, D.F. 
 

ADVISOR 

PLA Administradora Industrial, S. de R.L. de C.V.  
Andrés Bello #10, Piso 11 

Col. Polanco, 11560, México, D.F. 
 

TRUSTEE 

The Bank of New York Mellon, S.A., Institución de Banca Múltiple  
Paseo de la Reforma 115, Piso 23 

Colonia Lomas de Chapultepec, 11000, México, D.F. 
 

COMMON REPRESENTATIVE 

Monex Casa de Bolsa, S.A. de C.V., Monex Grupo Financiero 
Av. Paseo de la Reforma 284, Piso 14 
Colonia Juárez, 06600, México, D.F. 

 
LEGAL ADVISORS 

To the Issuer 

As to U.S. Federal and New York 
Law: 

Cleary Gottlieb Steen & Hamilton 
LLP 

One Liberty Plaza 
New York, New York 10006 

U.S.A. 

As to Mexican Law: 
Creel, García-Cuéllar, Aiza y 

Enríquez, S.C. 
Paseo de los Tamarindos 60, Piso 3 

Col. Bosques de las Lomas 
05120, México, D.F. 

As to the Formation Transactions: 
Greenberg Traurig LLP 

77 West Wacker Drive 
Suite 3100 

Chicago, IL 60601 

To the Initial Purchasers 

As to U.S. Federal and New York Law: 
Shearman & Sterling LLP 

599 Lexington Ave. 
New York, NY 10022 

U.S.A. 
 

As to Mexican Law: 
Ritch Mueller, S.C. 

Blvd. M. Avila Camacho No. 24, Piso 20 
Colonia Lomas de Chapultepec 

11000, Mexico, D.F. 

INDEPENDENT ACCOUNTANTS 

PricewaterhouseCoopers, S.C. 
Mariano Escobedo No. 573 

Col. Rincón del Bosque 
11580 México, D.F. 

 

 



 

 

 

        295,700,000 CBFIs 
 

 

 

Real Estate Trust Certificates 
 
 

O F F E R I N G  M E M O R A N D U M  

M A R C H  1 9 ,  2 0 1 3  

 

Citigroup 
Goldman, Sachs  

& Co. 
HSBC 

 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


