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UK ACQUISITION AND THE LEASE CCTS



DISCLAIMER

This presentation may contain information which is proprietary, confidential and/or legally privileged and has been prepared by Spring
Asset Management Limited, in its capacity as the manager (the “Manager”) of Spring Real Estate Investment Trust (the “Trust”). This
presentation is being communicated for information purposes only and its intended recipients are professional investors in Hong Kong (as
defined by Part 1 of Schedule 1 to the Securities and Futures Ordinance(Cap.571)) and professional investors outside of Hong Kong to
whom it is lawful to communicate the presentation. Any other persons should not rely or act upon this presentation or any of its contents.

The information contained in this document, including any obtained from external data sources, has not been verified. The information and
opinions in this presentation are subject to change without notice and the Manager is under no obligation to update or keep current the
information contained in this presentation. No representation or warranty, express or implied is made as to, and no reliance should be
placed on, the fairness, accuracy, completeness or correctness of the information or opinions contained herein. It is not the intention to
provide, and you may not rely on this document as providing, a complete or comprehensive analysis of the Trust’s financial or operational
position. Furthermore, this presentation should not be construed as legal, tax, investment, or other advice. None of the REIT Manager, the
Trust, nor any of their respective affiliates, advisors or representatives shall be held liable for any damages, losses or expenses of any kind,
whether direct, indirect, special, consequential or incidental, arising out of or in connection with the presentation. In this regard, all
warranties or representations of any kind, whether expressed or implied by law, equity or statutes, are excluded to the extent permissible
under the applicable law. All liabilities whatsoever arising from or incidental to the document are hereby expressly disclaimed.

Certain information and statements made in this presentation contain forward-looking statements. All forward-looking statements are based
on current expectation of future events and are subject to a number of factors that could cause actual results to differ materially from those
described in the forward-looking statements. Caution should be taken with respect to such statements and you should not place undue
reliance on any such forward-looking statements.

This document does not constitute a prospectus, notice, circular, brochure or advertisement offering to sell or inviting offers to acquire,
purchase or subscription for any units (“Units”) or other securities of the Trust. The value of Units and the income from them, if any, may fall
as well as rise from time to time. Units are not obligations of, deposits in, or guaranteed by the Manager, the Trust, nor any of their
respective affiliates, advisors or representatives. An investment in Units or other securities of the Trust is subject to investment risks,
including the possible loss of the principal amount invested. It is intended that holders of Units may only deal in their Units through trading
on the Stock Exchange of Hong Kong and investors have no right to request the Manager to redeem their Units. Listing status does not
guarantee a liquid market for the Units. All copyright, patent, intellectual and other property rights in information contained herein is owned
by the Manager or other third parties. No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing such
information. Without the expressed written permission of the Manager under no circumstances should information contained herein or any
part of it be quoted, reproduced, redistributed or transmitted in any form, by any means, electronic or otherwise.
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BACKGROUND

1. On 17 March 2017, the Manager, on behalf of Spring REIT, has entered into a

share purchase agreement to acquire a portfolio of 84 retails properties in the

UK.

2. Completion in early July will be subject to:

− Financing; and

− the lease CCTs and the lease CCTs Waiver Application being approved by

the independent Unitholders at an EGM to be held on 25 May 2017.



3

THE ACQUISITION

1. The portfolio: 84 separate commercial properties in the UK, with a total gross internal area of

505,381 sq.ft.

2. Purchase price: £73,500,000 in line with appraised value of £73,566,000

3. Gross rental yield: 6.1% (unleveraged), with only upward rental adjustment every five year

4. Lease terms: 15 years, no break clause

5. Single tenant: Kwik-Fit (GB) Limited

 100% owned subsidiary of Itochu Corporation

 engaged in the servicing of cars and automotive parts and the provision of safety tests on

vehicles that are required by the relevant laws of the UK.

 Kwik-Fit Holdings Limited, a 100% subsidiary of Itochu (rated A- by S&P), guarantees all future

rental



4

SELECTED PROPERTIES

Ayr Maybole Road Blyth

Chapel Allerton Leeds Chelmsford
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Edinburgh Corstorphine Road Glenrothes

Middlesbrough

Portsmouth

South Croydon
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THE TRANSACTION

1. Acquisition of holding company

2. Purchase Price: £73,500,000 (approximately USD93,345,000), in line with the 

appraised value.

3. Payment amount: £73,500,000 minus bank loan of approximately £36,100,000 

(approximately USD45,800,000); subject to completion adjustment.

4. Source of fund: debt.
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LEASE TERMS

1. Term: 15 years remaining on the lease (save for the lease in respect of the 

property located in Islington).

2. The Lessee has an option to extend for a further term of 15 years.

3. No break clause and early termination requires payment of the rent in full for the 

remaining term.

4. The aggregate annual rent will be at least £4,513,054.

5. Subsequent reviews will take place in 2022 and 2027 and will be the greater of: 

(i) the market rent; or (ii) the then annual rent. 
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LEASEE AND ITS PARENT

1. Kwik-Fit (GB) Limited – The Leasee

− established in 1970.

− operates over 600 fast fit and automotive parts replacement centres in the UK.

− engaged in the servicing of cars and automotive parts and the provision of safety tests on vehicles

that are required by the relevant laws of the UK.

− has more than 40% of the market share in the UK.

2. Itochu Corporation – the parent

− Established in 1858.

− a global trading company listed on the Tokyo Stock Exchange.

− ranked no. 223 in Fortune Global 500 in 2016.

− trading business and investments spans across 65 countries

− Based on their public disclosure, the revenue of Itochu Corporation for the last quarter of 2016 was

3.5 trillion Japanese yen (US$ 31.1B).

− currently rated A- by S&P and Baa1 by Moody’s.

3. Kwik-Fit Holdings Limited – the guarantor: a subsidiary of Itochu Corporation that guarantees the obligation

to pay rent and all other covenants
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REMARKS

1. Financial merits: Stable and growing fixed income stream which offers 6.1% (unleveraged) gross 

yield for a duration of at least 15 years, subject to potential upward revision every five years.

2. Limited exposure to operation risk :

1. Itochu, rated A- by S&P, through its subsidiary, Kwik-Fit Holdings Limited guarantees all 

future rental;

2. Rent review with upside every five year;

3. Lease termination by the leasee subject to payment for the full term;

4. Limited operation risk: single tenant, no rent void, lease-ups etc; 

5. All refurbishments and renovations are the tenant’s responsibilities; and

6. Property manager responsible for rent collection and repatriation.
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LEASE CCTS

1. The lessee, Kwik-Fit (GB) Limited is an indirect wholly-owned subsidiary of Itochu 

Corporation. 

2. Itochu Corporation is an associated company of Mercuria Investment, which in turn holds 

90.2% of the Manager. As such, the transactions under the leases shall constitute 

connected party transactions under 8.5 of the REIT Code.

3. Despite the lease were entered into 2007, the total rent payable under the Leases during 

the remaining term (about 15 years) is likely to exceed 5% of the net asset value of Spring 

REIT. As such the Lease CCTs are subject to Independent Unitholders’ approval by way of 

an Ordinary Resolution pursuant to 8.11 of the REIT Code.

4. The Manager shall also seek Independent Unitholders’ approval for the Lease CCTs Waiver 

Application.


