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AT A GLANCE
as of December 31, 2014

AS OF DEC. 31, 2014 AS OF DEC. 31, 2013

Fund assets EUR 28,731,707.12 EUR 3,580,667.21

Total real estate assets EUR 34,755,000.00 EUR 0.00

  thereof held directly EUR 34,755,000.00 EUR 0.00

Number of properties 7 0

  thereof held directly 7 0

Property acquisitions 7 0

  thereof held directly 7 0

Foreign holdings 1) 77.5% –

Cash inflow (net) EUR 24,553,476.20 EUR 3,580,300.00

Investment performance p.a. 2) 3.2% 0.0%

Investment performance since launch on July 15, 2013 2) 3.2% 0.0%

Leased rate 3) 100.0% –

Liquidity ratio 4) 10.7% 97.2%

Total expense ratio 5) 0.0% 0.0%

Units in circulation 278,414 35,803

Unit value EUR 103.19 EUR 100.01

Issuing price EUR 108.87  EUR 105.51

Distribution for the fiscal year (per unit) EUR 1.15 –

Date of distribution May 5, 2015 –
 

1) Foreign holdings comprise all properties outside of Germany.

2)  Calculated according to the BVI method. Basis of calculation: unit value; distribution reinvested. Costs incurred at the investor  
level such as front-end charges, transaction costs, securities account or other custody costs, commission, fees, and other kinds  
of remuneration are not included.

3) Calculation based on gross target rental income.

4)  The available liquidity comprises the statutory minimum liquidity in the amount of 5.0% of fund assets and is required to ensure orderly 
ongoing management of the properties, among other things.

5)  No fund management or custodian bank fees were charged to the fund. KanAm Grund Kapitalanlagegesellschaft mbH covered all costs 
required to be included in the calculation of the total expense ratio, including auditing expenses.

leading cities invest

WKN: 679 182

ISIN: DE0006791825
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This Annual Report must be offered to investors in leading cities invest units together with the current Sales Prospectus. 
If more than eight months have elapsed since the reporting date of this Annual Report, investors must also be offered 
the most recent Semi-annual Report.

Information provided in this publication on leading cities invest’s forecast and actual performance is calculated in all cases 
in accordance with the BVI method. Basis of calculation: unit value; distribution reinvested. Costs incurred at the inves-
tor level such as front-end charges, transaction costs, securities account or other custody costs, commission, fees, and 
other kinds of remuneration are not included.

Rounding differences may occur in this report due to the addition of rounded amounts and percentages.
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leading cities invest – the first new-generation open-ended 
real estate fund – is on track. The fund management used the 
first full fiscal year to continue building the portfolio. Following 
the acquisition of the fund’s first building in April 2014 – a retail 
and office property in a prime location in Hamburg – a prelimi-
nary purchase agreement for five retail properties in a fashion-
able district of Paris was signed in September 2014. Ownership 
of the five brand boutiques was transferred in November 2014. 
Shortly afterwards, in December, a purchase agreement for an 
aparthotel in Brussels was also signed, meaning that leading 
cities invest ’s portfolio comprised seven properties as of the 
December 31, 2014, reporting date. Further information on 
these successful acquisitions is given in brief in the following 
pages and in more detail in the »Property Acquisitions« section 
starting on page 19.

The cities that have been selected to date – Hamburg, Paris, 
and Brussels – are in line with the fund strategy, which focuses 
on what we call »Leading Cities.« These are major cities across 
the world with a distinct profile. They have strong economies 
and also offer their inhabitants and the companies situated 
there a high quality of life and attractive locations.

At the same time, leading cities invest complies with the new 
legal requirements of the »Kapitalanlagegesetzbuch« (KAGB – 
German Investment Code) introduced in July 2013, which focus 
in particular on providing additional protection for investors. 
Among other things, these prescribe two notice periods for all 
investors in new-generation open-ended real estate funds 
such as leading cities invest that aim to provide greater securi-
ty: a uniform 24-month minimum holding period and a 12-
month notice period. The discontinuation of the previous prac-
tice of permitting access to fund deposits on any valuation 
date significantly increases protection against fund closures 
caused by unforeseeable unit redemptions, effectively »shock-
proofing« the fund.

Greater security and the same rights for all

This »shockproofing« allows leading cities invest to accommo-
date investors’ changed security requirements. The new rules 
for open-ended real estate funds set out in the KAGB aim to 
achieve precisely this.

Dear Investors:

FUND MANAGEMENT REPORT
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At the same time, only new-generation open-ended real estate 
funds treat investors equally in terms of the ability to access 
their units. This is a stabilizing factor for the new generation of 
funds.

leading cities invest is the first open-ended real estate fund to 
combine the KAGB’s new protection requirements with the 
analyzed growth potential offered by outstanding cities and 
metropolises at national and international level. It provides  
two innovations: potential returns from its strategic focus on 
»leading cities,« and security due to its shockproofing against 
fund closures in the case of unforeseeable unit redemptions, 
since the notice periods that have been introduced enhance 
liquidity management.

Based on new research and portfolio models 

KanAm Grund has two proprietary research and portfolio models, 
C-SCORE and the PROPERTY SELECTION MODEL (PSM), which 
enable it to identify emerging real estate markets and fund prop-
erties with the best return prospects. The two systems build on 
each other and provided key fundamentals on the quality, securi-
ty, and expected performance of the fund’s first investments in 
the past fiscal year. In a first step, the C-SCORE research model 
uses economic, social, and property data to identify the most 

promising »leading cities.« After this, the PSM identifies appropri-
ate core or core plus buildings as potential investment properties 
to create a forward-looking fund portfolio.

Like core properties, core plus properties are generally in a good 
location, but may have greater asset management requirements. 
This means that the rental risk is higher than for core properties, 
because, for example, the lease may expire in the near future or 
the floor plan needs optimizing. These risks are priced into the 
purchase and allow the value of the property to be increased once 
specific optimization measures have been taken, benefiting in-
vestors in the fund. The inclusion of core plus properties in leading 
cities invest is an integral part of the fund’s strategy given the fiercer 
competition that continues to dominate the international real 
estate markets.

Further details on this topic can be found on the following pages 
of this Annual Report.

Fierce competition for high-quality properties

The international real estate markets remain in the grip of 
fierce competition, in particular for high-quality properties. 
One key driver for this is the prolonged phase of low interest 
rates on the financial markets, which was further exacerbated 

paris 
france
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in the reporting period by the European Central Bank’s deci-
sion at the beginning of September to cut key interest rates 
again to a record low of 0.05%. Among other things, this is 
leading to strong demand for real estate, especially in the 
core/prime segment. As a result, prices in this property seg-
ment and in the most sought-after major cities have been 
rising for around three years. At the same time, though, the 
limited availability of core properties means that investors 
are increasingly prepared to consider purchasing core plus 
properties.

Current fund data

As of the December 31, 2014, reporting date, leading cities invest 
generated an investment performance of 3.2% p.a. for the fiscal 
year. Given the low interest rate phase already mentioned,  
this represents a very attractive result compared with other 
open-ended real estate funds and asset classes, confirming the 
competitiveness of new-generation open-ended real estate 
funds among investment products. Total gross fund assets have 
increased significantly compared with the December 31, 2013, 
reporting date due to the seven property acquisitions in the  
reporting period. They amount to approximately EUR 40 million. 
Real estate assets as of the December 31, 2014, reporting date 
amounted to around EUR 35 million.

Fund portfolio in Hamburg – Paris – Brussels

The fund management laid the cornerstone for leading cities 
invest ’s portfolio with its first property acquisition in Hamburg 
in April 2014. The acquisition of five retail properties in Paris 
and a hotel in Brussels in November and December 2014 build 
on this, continuing our strategy of initially acquiring small prop-
erties so as to ensure appropriate portfolio diversification early 
on. The acquisitions mean that the fund is diversified across 
three types of use after only one year.

The five boutiques in Paris are located in a building at the heart 
of the Bastille quarter, an up-and-coming fashionable district 
of the French capital. They have all been adapted to suit the 
tenants’ requirements for modern space, are fully leased to 
popular brand retailers, and can be sold individually because 
they are legally independent. The leases run for 9- and 12-year 
terms.

The ADAGIO ACCESS aparthotel in Brussels is the third invest-
ment location to be added to leading cities invest ’s property 
portfolio. ADAGIO ACCESS has 110 rooms/studios and is leased 
until 2027 (around 13 years). It is operated by a joint venture 
between the French hotel group ACCOR and the Pierre &  
Vacances Center Parcs Group, which signed a lease under the 
ADAGIO ACCESS brand.

The market values of these new acquisitions also match the 
fund’s investment strategy, which aims to initially diversify risk 
across relatively small properties with a variety of locations, 
sectors, and tenants. In order to further expand the portfolio, 
the fund management used C-SCORE and the PROPERTY  
SELECTION MODEL in the reporting period to identify additional 
properties of this size in leading cities in Germany and abroad 
as potential investment opportunities.

Proven CashCall strategy continued

The CashCall strategy developed by KanAm Grund is used for 
all of leading cities invest ’s acquisitions, and also facilitated the 
successful purchases in Brussels, Paris, and Hamburg. The 
fund management uses it to ensure, for the benefit of inves-
tors, that cash inflows into the fund are always controlled and 
closely synchronized with planned property purchases. Only 
once this has been done is a CashCall made ahead of the pur-
chase. In this way, the fund management aims to prevent the 
property return – and hence the fund return – being diluted by 
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Scope and Feri have recog-
nized the high quality of 
KanAm Grund Group’s asset 
management and manage-
ment skills.

the very low interest rates on liquidity at present. More de-
tailed information on the CashCall strategy can be found in  
the section entitled »Strategy and Management« on page 10 
onwards.

Management and fund ratings confirmed

Open-ended real estate funds and their management compa-
nies, as the issuers, are regularly rated by the independent 
rating agencies Scope Ratings AG and Feri EuroRating Ser-
vices AG. In the reporting period, Scope again awarded the 
Frankfurt-based KanAm Grund Group a high asset manage-
ment quality rating (A+). The June 2014 rating also confirmed 
the Group’s position as one of the top five providers of 
open-ended real estate funds in Germany. Additionally, Feri 
had previously rated KanAm Grund Group’s management 
quality as »excellent« (AA) in September 2013.

KanAm Grund won a Scope Award for leading cities invest  
portfolio construction even before the start of distribution in 
November 2013. Before that, at the end of September 2013, 
Feri delivered a positive verdict on the fund, giving it an over-
all rating of »very good« (A). The agency maintained its as-
sessment for leading cities invest in the ratings for a total of  
12 open-ended real estate funds published at the end of the 
second quarter of 2014 and at the beginning of 2015. The fund 
was praised in particular for its excellent performance expec-
tations and the high quality of its properties, among other 
things.

Rating agency Scope awarded KanAm Grund its Scope Award 
in October 2013 in the Asset Based Investments – Real Estate/
Portfolio Construction category. One key factor leading to the 
award was KanAm Grund management’s decision to be the 
first mover among providers of open-ended real estate funds 
and to launch the first new-generation open-ended real es-
tate fund – leading cities invest. Further details on ratings and 
awards can be found on page 16 onwards.

Dear investors: leading cities invest is a modern form of real 
estate investment that redefines the concepts of future po-
tential, security, and performance. Construction of its diversi-
fied portfolio began in the year under review with the first 
property acquisitions. It offers long-term investors a platform 
for real estate investment with attractive yield prospects.

In this spirit, we would like to take this opportunity at the end 
of the first full fiscal year to thank you for your confidence in 
our strategy. The fund management of leading cities invest 
hopes you find this report an interesting read.

June 2014

Feri maintained its »very 
good« rating for the fund.
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FOR INVESTORS FOR INDIVIDUAL FUNDS FOR THE INVESTMENT CLASS
 
Greater security and improved investor 
protection thanks to the new require-
ments of the KAGB

 
Planning security for liquidity management 
even for large redemption volumes thanks to 
fixed holding periods

 
»Shockproofing« thanks to appropriate notice 
periods

 
Scheduled payouts for unit redemp-
tions ensure planability

 
Optimized implementation of property sales at 
best possible prices thanks to better, timely 
sales planning

 
Emphasis on long-term nature of investment 
form promotes stability

 
Same rules for all investors under the 
new legislation

 
Focus on the wishes of longer-term investors 
thanks to 24-month minimum holding period 
and attractive increases in value

 
Significantly lower risk of funds being closed 
and liquidated thanks to optimized liquidity 
management

NEW-GENERATION OPEN-ENDED REAL ESTATE FUNDS: GREATER VALUE – GREATER SECURITY

hamburg 
germany



OFFICE RETAIL HOTELHIGH STREET

FOUR TYPES OF PROPERTY USE

10

ANNUAL REPORT AS OF DECEMBER 31, 2014  •  Fund Management Report

STRATEGY AND MANAGEMENT

leading cities invest is a new form of real 
estate investment and the first 
new-generation open-ended real estate 
fund. It is designed for investors who are 
primarily interested in longer-term, 
risk-diversified, and internationally ori-
ented real estate investment. To achieve 
this, the fund is investing successively in 
a global, high-quality real estate portfo-
lio focusing on Europe and North Ameri-
ca. The properties are located in what it 
calls »leading cities«, i.e., major metrop-
olises and emerging cities. The minimum 
investment is the value of a single unit; 
the initial issuing price was EUR 100. 
This relatively low amount allows retail 
investors with small amounts to invest 
to take advantage of the opportunities 
offered by risk-diversified investment in 
international real estate. Depending on 
the technical facilities in place at individ-
ual account custodians, leading cities 
invest can also be used in savings plans 
for regular asset accumulation.

Target return of at least 3% p.a. 

leading cities invest ’s investment objec-
tive is to offer investors a yield that is 
competitive in the long term in compari-
son to the current sector returns for 
open-ended real estate funds and mar-

ket interest rates. In the current low 
interest rate phase, the aim is for the 
fund to achieve a return of at least 3% 
p.a. and to make annual distributions 
with a high tax-free portion. These will 
be based on its rental and interest in-
come as well as the planned apprecia-
tion in value of its portfolio, due to the 
acquisition of core plus properties, for 
example.

The protection requirements set out in 
the »Kapitalanlagegesetzbuch« (KAGB – 
German Investment Code) apply equally 
to all investors in the fund. The 24-
month minimum holding period and the 
uniform 12-month notice period protect 
the fund against sudden, unforeseeable 
unit redemptions. As a result, leading 
cities invest allows the fund manage-
ment to ensure sound medium-term 
liquidity management in the interest of 
all investors – and to synchronize this 
with the timing of property sales and 
purchases.

Specific investment strategy

The fund properties will mainly be select-
ed from among four types of use: office, 
high street, retail, and hotel properties. 
They will predominantly be located in 

leading international cities in Europe and 
North America. In addition to extremely 
high-quality core properties in 
sought-after locations with long-term 
leases and the associated stable income 
streams, leading cities invest will also 
include core plus properties with appre-
ciation potential. Core plus properties 
are situated in good to very good loca-
tions and are of good quality. However, 
as the leases tend to have shorter re-
maining terms, such properties offer the 
potential for capital appreciation in the 
medium term in the form of new and 
follow-on leases and targeted improve-
ments in building quality.

Selected properties are acquired in line 
with KanAm’s proprietary CashCall 
strategy. This proven approach ensures, 
in the interest of investors, that cash 
inflows for leading cities invest are al-
ways made in a controlled manner over a 
limited time, and are synchronized with 
planned property purchases. This means 
that the fund will not issue new units if 
there are no properties available in its 
preferred markets that fit the investment 
strategy. In this way, the fund manage-
ment can ensure that the investment 
performance is not significantly reduced 
by the very low interest rates on liquidity 
at present.

 

In addition to core properties, core plus 
 properties with appreciation potential will  
be acquired for the fund.
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Proprietary research and portfolio models

Before an investment decision is made, 
the fund management evaluates as 
many aspects of the property as possi-
ble. KanAm Grund has developed two 
models for this purpose, allowing a struc-
tured and comprehensive analysis of the 
real estate markets and  properties.

The Company developed its C-SCORE 
MODEL in the course of its real estate 
market research to evaluate locations. 
The intent is to identify attractive in-
vestment locations with the best possi-
ble risk/return potential. The C-SCORE 
criteria are based on over 7,300 scientifi-
cally derived, recognized individual data 
items. These are currently used to evalu-
ate 124 cities from 38 countries based 
on demographic and economic trends, 
location attractiveness, innovative 
strength, quality of life, infrastructure, 
environmental strategy, and real estate 
market situation and to determine their 
development potential. The results from 
the ongoing evaluation are continually 
taken into account in the decision on the 
next potential locations for investments 
by the fund. 

The fund management uses its PROP-
ERTY SELECTION MODEL to assess po-
tential properties in the selected invest-
ment locations in terms of their quality 
and suitability. This portfolio model ana-
lyzes over 100 parameters for individual 
properties, including the microlocation, 
property quality, tenants, and perfor-
mance. At the same time, it helps deter-
mine how a possible investment decision 
would affect the fund’s portfolio as a 
whole. leading cities invest maximizes 
potential returns for its investors by 
using the two models to provide a data- 
and fact-based assessment of invest-
ment opportunities.

The fund management had already iden-
tified its first investment locations and 
potential property acquisitions in the 
first short fiscal year. After this, the first 
seven fund properties were acquired in 
the second fiscal year that has now fin-
ished. As a matter of principle, when 
selecting potential properties, the in-
vestment focus is adjusted based on the 
individual market situation, which may 
lead to changes in the composition of 
the future portfolio.

Assumptions: Fund assets of EUR 1 billion to EUR 2.5 billion by 2018, target fund performance in excess  of 3% p.a. 
*  The breakdown by geographical distribution and risk classification (core or core plus) of the properties in the leading cities invest portfolio depends on the acquisition 

 opportunities and on the construction of the property portfolio.

RESEARCH MODEL: Cities PORTFOLIO MODEL: Real Estate Investment

KanAm Grund      -SCORE MODEL : 
identifies »leading cities« with the best possible risk/return 
 potential for investments.

leading cities

International

National

Future

KanAm Grund PROPERTY SELECTION MODEL: 
evaluates properties in selected investment locations in terms  
of their quality and suitability.

invest

          International: core and core plus

          National: core

          Future: core

RESEARCH AND PORTFOLIO MODELS
The two models are the basis for investment quality, security, and performance.
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RISK PROFILE

leading cities invest invests in properties 
or equity interests in real estate compa-
nies located primarily in major European 
and North American cities, and holds 
cash funds as bank deposits in particu-
lar. This investment fund offers inves-
tors with an investment horizon of at 
least five years the opportunity to invest 
in an internationally diversified real es-
tate portfolio. The aim is to achieve a 
broad-based, risk-weighted spread of 
fund assets across global real estate 
markets. The fund invests in locations 
that offer calculable returns combined 
with an appropriate level of risk.

The main risks are as follows:

Property risks: The main property risks 
are rental price risk, the risk of changes 
in value, and cost risk. These affect the 
fund’s performance. Rental price risk  
is the risk of negative changes in the 
planned rental income for a property. 
The risk mainly results from the leases’ 
contractual structure, tenant satisfac-
tion, and cyclical conditions in the real 
estate industry. The risk of changes in 
value is defined as the risk of declines in 
value due to negative trends in proper-
ties or in the real estate market as a 
whole. Cost risk includes changes in 
property management costs.

Property risks are mitigated by diversi-
fying across various properties, real es-
tate markets, and lease terms.

Counterparty credit risks: Key counter-
party credit risks are tenant default risk, 
counterparty risk, and issuer risk. Tenant 
risk has the highest relevance for an 
open-ended real estate fund. This risk 
describes the loss of or reduction in 
rental income due to changes in the ten-
ants’ ability to pay. In addition to tenant 
insolvencies resulting in the total loss of 
rental income, there is a risk that ten-
ants will pay late due to payment diffi-
culties. Counterparty risk is the risk of 
losses due to the default or insolvency of 
the fund’s other counterparties. Issuer 
risk is the risk of a decrease in the value 
or a default of an asset position due to a 
decline in the creditworthiness or insol-
vency of the issuer of the position.

In particular, credit checks are performed 
regularly on most of our business part-
ners in order to quantify and manage the 
possible effects of counterparty credit 
risks on a case-by-case basis. Credit 
checks are also carried out in particular 
when purchasing properties, signing new 
leases, or investing cash funds. Cluster 
risk is mitigated by diversifying the 
counterparties concerned.

Other market risks: Key market risks are 
interest rate risk, price risk, and foreign 
currency risk. Interest rate risk includes 
interest rate-related risks from the li-
quidity portfolio and from debt financing. 
Price risk may lead to fluctuations in unit 
value due to changes in the price or value 
of the cash invested in financial instru-
ments (e.g., securities and money mar-
ket instruments). Currency risk results 
from declines in value due to exchange 
rate changes for assets that are not 
denominated in the fund currency. Ex-
change rate risks mainly affect the prop-
erties and real estate companies.

The investment decisions made by the 
fund management can have a positive or 
negative effect on the unit value. The 
conservative investment of liquidity, the 
diversification of loan maturity periods, 
and the almost complete hedging of the 
fund’s currency positions serve to reduce 
the other market risk.

Liquidity risks: The key liquidity risk is 
the risk that the funds invested are not 
sufficient to service redemption re-
quests and to guarantee orderly ongoing 
management, or that the funds are not 
available.
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Liquidity risk is taken into account by 
continuously monitoring the liquidity 
ratio, payment obligations, and cash 
inflows and outflows, as well as by pre-
paring liquidity forecasts and scenarios. 
Liquidity risk is reduced by diversifying 
distribution partners at the level of indi-
viduals and groups. Additional manage-
ment methods include taking out short-
term loans or selling properties on 
reasonable terms, if necessary below the 
market value. Despite the implementation 

of measures to generate liquidity, events 
affecting cash flows may result in the 
suspension of unit redemption.

Operational risks: In the course of its 
risk management activities, the invest-
ment company regularly identifies 
risks associated with the key fund- 
related business processes and takes 
measures to mitigate them.

berlin 
germany
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london 
united kingdom

LEADING CITIES – CITIES WITH HIGH POTENTIAL

Professional identification of the best 
investment locations is a precondition 
for every successful property purchase. 
KanAm Grund’s C-SCORE MODEL was 
developed for exactly this purpose and 
identifies what it calls the world’s 
»leading cities«.

According to experts, these cities have 
many advantages and are thus experi-
encing an influx of people: For example, 
they generally offer their inhabitants 

better income opportunities and more 
jobs. As a result, they are also in a far 
better position to cope with economic 
crises. In addition, the infrastructure in 
these »leading cities« is considerably 
more developed and they also provide 
more social and cultural institutions 
such as schools, doctors, swimming 
pools, or theaters. For this reason, 
urban populations have consistently 
expanded across the world in recent 
decades, reaching the point in 2007 

when the total number of people living 
in cities equaled the number living in 
rural areas. Today, a majority of the 
world’s population has been living in 
cities for some time, and the trend is 
continuing to rise.

Trend towards growing urban populations

According to a study by The Economist 
Intelligence Unit, a forecasting and 
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advisory company, the number of people 
living in cities around the world is grow-
ing by around 60 million people each 
year. This corresponds roughly to the 
populations of North Rhine-Westphalia, 
Bavaria, Baden-Württemberg, Lower 
Saxony, Hesse, and Saxony combined. 
There is no stopping this trend: While 
only three in ten people in the world 
lived in cities just 50 years ago, the UN is 
predicting the figure to be around seven 
in ten by the middle of this century. This 
influx of people can substantially in-
crease the economic potential of the 
cities concerned.

The links between cities and real estate 
markets

Many factors influence the attractive-
ness of cities. In light of this, KanAm 
Grund investigated the ideal features a 
city should have if it is to appeal to peo-
ple and companies over the long term. 
Without a doubt, the majority of people 
and companies will prefer to be located 
and operate in those cities that offer 
legal certainty, political stability, and 
strong economies. In addition, both 
groups choose cities that are particularly 
attractive because they offer a high 

quality of life and environmental stan-
dards, as well as a good infrastructure 
and access to skilled workers, for exam-
ple. The quality of real estate markets 
also depends on the development of the 
city concerned. »Leading cities« – in 
other words, cities that are economically 
stable and offer politically certainty and 
a high quality of life, or communities that 
are well on their way to achieving this – 
generally also have attractive real estate 
markets.

Source: United Nations, 2014

INCREASE IN GLOBAL POPULATION DENSITY AND URBANIZATION

66%

—  Rural population      —  Urban population

Expected global urban  
population in 2050
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RATINGS AND AWARDS

The quality of open-ended real estate funds’ management and portfolios are key to their suc-
cess. This is why these are reviewed on a regular basis by two independent, well-known rating 
agencies – Scope Ratings AG and Feri EuroRating Services AG. These experienced analysts’ 
opinions carry weight in the capital markets. And in recent ratings, especially over the past 
 fiscal year, they were impressed both by the KanAm Grund Group’s experts and by leading cities 
invest itself.

leading cities invest’s fund 
management continues to 
demonstrate its abilities.

KanAm Grund Group: Asset Management Ratings

Scope – KanAm Grund Group  
among top five providers 

The KanAm Grund Group’s asset man-
agement was ranked as »good« (A+) in 
a study published by Scope in June 2014 
(»2014 open-ended real estate fund 
ratings – alternative investment funds 
study«), confirming its position as one 
of the top five providers of open-ended 
real estate funds. For Scope, these 
asset management ratings convey an 
accurate picture of the quality of asset 
management companies in different 
asset classes and investment volumes. 
They are based on both qualitative and 
quantitative criteria, and in particular 
on the asset managers’ corporate and 
financial structures, forward-looking 

strategic focus, management expertise, 
investment processes, compliance, and 
risk management. 

According to Scope, the KanAm Grund 
Group »has established itself with retail 
and institutional investors in the German 
market as a real estate asset manage-
ment company thanks to its high level of 
investment expertise and the quality of 
its property management.« 

Feri – KanAm Grund Group receives 
»AA« real estate manager rating

Feri also gave KanAm Grund Group’s 
asset management a positive rating, 
awarding it an overall grade of »excel-
lent« (AA) in its September 2013 real 

estate manager rating. Four categories 
were assessed in total. KanAm Grund 
Group was awarded an »excellent« (AA) 
rating in three of them – company, pro-
cesses, and customers – and a »very 
good« (A) grade for its products.

An excerpt from Feri’s commentary: 
»The Company’s high level of innova-
tion is particularly noteworthy. With 
leading cities invest, it launched the 
first open-ended real estate fund to 
have a minimum holding period and 
notice period for all investors in accor-
dance with the KAGB.« 

June 2014
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In June 2014, in the middle of the year 
under review, Scope again awarded 
KanAm Grund Group’s asset manage-
ment a high quality rating of »good« (A+). 
In addition, leading cities invest itself had 
already received two very positive rat-
ings when the fund was launched, one of 
which was confirmed again in the second 
quarter of the past fiscal year. Feri had 
already given the fund an overall quality 

rating of »very good« (A) as of Septem-
ber 30, 2013. This was based on an anal-
ysis of its expected performance, its real 
estate portfolio, and its financial struc-
tures made over several weeks. Feri con-
firmed this extremely positive rating in 
the most recent version of its open-ended 
real estate funds ratings published in 
January 2015. In addition, Scope gave 
KanAm Grund and the leading cities invest 

fund a prestigious Scope Award in the 
»Asset Based Investments – Real Estate/
Portfolio Construction« category in Oc-
tober 2013.

Scope – fund wins Scope Award 2013 

Scope gave KanAm Grund and the leading 
cities invest fund its Scope Award in the 
»Asset Based Investments – Real Estate/
Portfolio Construction« category in Octo-
ber 2013. The assessment criteria for 
Asset Based Investments are product 
quality, transparency, continuity, innova-
tion, and strategic foresight.

The jury justified its decision as follows: 
»The key factors leading to the award 
were, on the one hand, KanAm Grund 
management’s decision to be the first 
mover with its innovative leading cities 
invest concept, i.e., the first fund manage-
ment company in Germany to offer a 

LEADING CITIES INVEST: Fund Awards

new-generation open-ended real estate 
fund to retail investors.

On the other hand, the investment com-
pany is particularly well known for its 
high level of transaction expertise. It has 
already proved in the past that it can 
purchase very high-quality properties in 
important real estate markets.«

Feri – »A« Real Estate Funds Rating for 
leading cities invest

Feri’s open-ended real estate funds rat-
ing is based on an assessment of the 
funds’ performance, property portfolio, 
and financial structures. These are as-
sessed using a wide range of criteria and 

points are awarded in a 12-point scale. 
leading cities invest achieved a »very good« 
(A) rating for the third consecutive time in 
the middle of January 2015, shortly after 
the end of the reporting period. It was 
praised in particular for its excellent per-
formance as of December 31, 2014, its 
real estate portfolio in outstanding micro-
locations, and the high quality of its prop-
erties. 
 
An excerpt from Feri’s commentary:  
»As a result, the 3% target return for lead-
ing cities invest can be confirmed as a real-
istic forecast.«

The fund itself also retained 
its high rating in the 

 reporting period.
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The fund management started to con-
struct the real estate portfolio in the past 
fiscal year, driving forward diversification. 
It took its first key steps towards its goal 
of continuous portfolio development 
with the acquisition of a total of seven 
office, hotel, and high street properties 
in Hamburg, Paris, and Brussels. This 
also represented leading cities invest’s 
 successful market entry in three of Europe’s leading cities.

Jungfernstieg 47, Hamburg

Rue de l'Industrie 12, Brussels

PROPERTY 
 ACQUISITIONS
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paris 
france

Paris is a »leading city – international« in 
many areas. The real estate market is 
highly liquid. With over 55 million sqm of 
office space, the metropolis is the world’s 
largest office property market. In addi-
tion, Paris plays a leading role in interna-
tional tourism and shopping. Prime rents 
for high street properties vary depending 
on the location from EUR 3,300/sqm p.a. 
to up to EUR 20,000/sqm p.a. on the 
Champs-Élysées.

KanAm Grund’s C-SCORE MODEL classi-
fies Paris as belonging to the »leading 
cities – international« category, putting it 
in the overall bracket »very good«.

Paris is a highly attractive location: A 
total of 27 of the 500 highest-revenue 
companies worldwide are headquartered 
in the French capital. It is also home to a 
large number of international retailers. 
In addition, Paris has an outstanding 

infrastructure and attracts tourists and 
students from all over the world. A sta-
ble leasing market and continued high 
levels of activity on the commercial real 
estate investment market are expected 
for the remainder of 2015.

The Paris metropolitan region is France’s economic hub. One-quarter of the 
country’s production facilities are located in the vicinity of this »leading city«.  
At the same time, Paris is an international fashion capital and one of the most 
popular travel destinations in the world. In addition to the region’s approxi- 
mately 12.3 million inhabitants, around 16.6 million foreign tourists visited the 
Paris area in 2013 alone, contributing to its high purchasing power. This benefit-
ed the retail sector in particular, which is especially well known for its exclusive 
fashion brands.

PARIS – ECONOMIC HUB AND SHOPPING MAGNET
PROPERT Y ACQUISIT ION – PARIS



-SCORE: 5.6 – VERY GOOD

S TRUC TURE LOCATION REAL ESTATE MARKET

Source: KanAm Grund Research, BNP Paribas
– Prime retail rents in Paris 

TREND IN PRIME RENTS
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The Parisian com-
mercial real estate 
market continues 
to benefit from  
this leading city’s 
economic pulling 
power.



ANNUAL REPORT AS OF DECEMBER 31, 2014  •  Fund Management Report

22

This acquisition for leading cities invest in France exploits Paris’ traditional strong reputation as 
an international shopping destination. The fund management acquired five branded goods 
boutiques in a building at the heart of the up-and-coming Bastille district. The fully leased 
stores are entirely independent of each other, both legally and at a facilities level, meaning 
they can be sold individually. Their leases run for 9- and 12-year terms. 

FIVE BOUTIQUES IN A FASHIONABLE DISTRICT OF PARIS
PROPERT Y ACQUISIT ION – PARIS

18–24 rue de charonne 
paris

LOCATION:  Central location in downtown Paris at the heart  
of the flourishing Bastille district

TRANSPORTATION LINKS:  Very good metro and bus connections

USE: Retail space

TENANTS:   Boutiques fully leased to five branded goods retailers, 
 including H&M’s COS label and luxury shoe brand Repetto

LEASES: Lease terms of between 9 and 12 years

YEAR COMPLETED  
(REFURBISHED): 2014

SPECIAL FEATURES:   Located in up-and-coming fashionable district,  
tenants are well-known labels, properties can be  
sold individually, long-term leases

RETAIL PROPERTIES IN PARIS
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The five boutiques are situated in a 
neoclassical building on Rue de Char-
onne, which runs through the middle of 
the 11th arrondissement and the well-
known Bastille district in the eastern 
part of the city. This area, which is di-
rectly next to the Marais district and 
hence to »Old Paris,« has seen an enor-
mous transformation over the past few 
years. Once a haven for artists with  
its small theaters, it is now a buzzing, 
fashionable district with upmarket 

restaurants, hotels, retail spaces, and 
new city apartments.

Rue de Charonne in particular is con-
tinuing to develop. Other well-known 
brands such as Scotch & Soda, French 
Trotters, and American Vintage have 
already opened branches near the ac-
quired boutiques. A stylish new hotel is 
also set to open in the immediate vicin-
ity of the property, which will give the 
street an additional boost. The location 

also has ideal transportation links. The 
»Ledru Rollin« and »Bastille« metro 
stations are a few minutes’ walk away 
and many bus lines also pass near the 
building.

The five boutiques were modernized in 
the reporting period to meet upmarket 
tenants’ requirements and leased to 
the following five well-known branded 
goods retailers: the Swedish H&M 
Group’s sophisticated fashion label 

18–24 rue de charonne 
LOCATION IN PARIS



ANNUAL REPORT AS OF DECEMBER 31, 2014  •  Fund Management Report

24

»COS,« the French luxury shoe brand 
»Repetto,« the French fashion brands 
»kulte« and »L’Équipée Anglaise,« and 
the Belgian bakery and coffee chain 
»Le Pain Quotidien« (see the box below 
for more information on the brands). 
The labels themselves rather than 

franchisees are the tenants in each 
case. Since each of the retail spaces is 
legally held in part ownership, they can 
be sold individually. The leases run for 
a total of between 9 and 12 years and 
can therefore be considered long term.

The acquisition of the retail properties 
in Paris is an example of the fund 
management’s strategic implementa-
tion of its goal of risk diversification for 
leading cities invest.

FIVE TENANTS – FIVE BRAND NAMES

The Swedish H&M Group’s luxury brand is already 
present in 25 countries worldwide. It focuses on 
higher-end but functional fashion for women, 
men, and children. The first store in Paris opened 
in 2009.

The French luxury shoe brand has specialized in 
ballet flats since 1956. It sells around 500,000 
pairs of these exclusive shoes a year in 45 coun-
tries worldwide.

The French men’s clothing brand focuses on 
trendy collections and accessories. Established 
in Marseille in 1998, it opened its first store in 
the Marais district of Paris in 2006.

L’Équipée Anglaise is another fashionable 
French brand, this time offering women’s clothing 
with an »English college« look. The relatively 
young label was established in Paris in 2010.

The Belgian bakery and coffee chain Le Pain 
 Quotidien (»Our Daily Bread«) has taken run- 
of-the-mill sandwiches to restaurant level with 
great finesse. The popular chain is expanding 
rapidly and already has 200 stores in 17 countries.
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18 –24 Rue de Charonne, Paris 
Property Record pages 49 to 51, nos. 2 to 6



-SCORE: 5.6 – VERY GOOD

BRUSSELS

As of December 31, 2014

S TRUC TURE LOCATION REAL ESTATE MARKET
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Brussels is often described as the unofficial capital of the European Union 
 because of its enormous political significance. The European Commission, the 
European Parliament, NATO, and other international organizations are head-
quartered here. As a result, Brussels is the second-largest congress location 
in the world. The European Quarter with its modern administrative complexes, 
but also a large number of historical attractions such as the Grand Place, 
 attracted around 3.3 million tourists in 2013 alone and resulted in a massive 
6.3 million overnight stays in Brussels. The hotel market in particular benefits 
from buoyant demand.

BRUSSELS – POLITICAL HUB  
AND TOURIST DESTINATION

PROPERT Y ACQUISIT ION – BRUSSELS



■ Take-up – Q1   ■ Take-up – Q2   ■ Take-up – Q3   ■ Take-up – Q4 – GDP growth (BE)
Source: KanAm Grund Research, IMF, CBRE
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The presence of the European institu-
tions in particular prompted a large 
number of companies and interest 
groups to set up in the Belgian capital. 
As a result, Brussels evolved into Eu-
rope’s seventh-largest office property 
market, with around 13 million sqm of 
space, and at the same time became a 
major tourist destination. In the fourth 
quarter of 2014, 12-month take-up was 
just over 400,000 sqm. Prime rents cur-
rently amount to EUR 285/sqm p.a.

leading cities invest’s fund management 
analyzed Brussels using the C-SCORE 
MODEL, which generated a positive re-
sult. The city is classified as belonging 
to the »leading cities – international« 
category, and has an overall score of 
»very good.«

Among other things, this result is based 
on the good location quality. Brussels is 
a particularly innovative city that fea-
tures sustainable city management and 

a very high quality of life. According to 
an internationally recognized ranking,  
it is the top congress city in Europe. As 
a result, the real estate market is ex-
tremely well positioned, boasting high 
market liquidity and low volatility. The 
vacancy rate is expected to decline over 
the course of the year due to the stable 
demand for space that is forecast and 
fewer speculative completions. Urban 
planners intend to grow the tourism 
business to around 10 million overnight 
stays annually by 2020.
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The hotel is an economy aparthotel com-
prising 110 serviced apartments. In con-
trast to regular hotels, the rooms are 
generally booked for a longer period of 
time of several weeks or months. In fiscal 
year 2014, the occupancy rate for the 
ADAGIO ACCESS was just under 90%, 
which is doubtless due among other 
things to its prime location in Rue de 
l’Industrie 12 in the Léopold Quarter. The 
modern building, which was constructed 
in 2012, is centrally located between the 
European Parliament and the European 
Commission, and is in the direct vicinity 
of a number of foreign representative 
offices.

The property has excellent transporta-
tion links. There are several metro sta-
tions and bus stops within a 200 m or so 
radius, and Brussels Central station is 
only 500 m away. The airport is roughly a 
10-minute drive away.

The as-new building is made of reinforced 
concrete and has nine stories above 
ground and a flat roof. It is furnished in a 
simple but functional manner and makes 
very efficient use of space. It is operated 
by a joint venture between the French 
hotel group ACCOR and the Pierre &  
Vacances Center Parcs Group; a long-
term lease running until 2027 has been 
signed under the ADAGIO ACCESS brand.

The fund management selectively expanded the fund portfolio to include the attractive hotel 
category with its acquisition of the seventh property for leading cities invest in December 2014. 
The ADAGIO ACCESS aparthotel is extremely well located at the heart of the Léopold Quarter in 
the center of Brussels. It is operated by a joint venture between the French hotel group ACCOR 
and the Pierre & Vacances Center Parcs Group; a long-term lease running until 2027 has been 
signed under the ADAGIO ACCESS brand.

APARTHOTEL IN SOUGHT-AFTER CITY-CENTER LOCATION
PROPERT Y ACQUISIT ION – BRUSSELS

The ADAGIO ACCESS has a market value 
of around EUR 13 million. This is in line 
with leading cities invest’s strategic focus 
on investing relatively small amounts of 
money in individual properties. The ac-
quisition of this hotel property in Brus-
sels, together with the six previous ac-
quisitions in Hamburg and Paris, enabled 
the fund management to achieve its goal 
of diversifying the portfolio in terms of 
location, type of use, and tenants in the 
first full fiscal year.
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The aparthotel's very good 
location guarantees a high 

occupancy rate.

adagio access 
LOCATION IN BRUSSELS

adagio access 
brussels

LOCATION:  Central location in Brussel’s Léopold Quarter  
close to the EU institutions 

TRANSPORTATION LINKS:  Very good metro and bus connections

USE: Aparthotel

OPERATOR:   Joint venture between the French hotel group ACCOR  
and the Pierre & Vacances Center Parcs Group under  
the ADAGIO ACCESS brand

LEASE: Lease term on acquisition around 13 years

YEAR COMPLETED  
(REFURBISHED): 2012

SPECIAL FEATURES:   Central location, very good transportation links, well- 
known hotel operator, single tenant, long-term lease

HOTEL PROPERTY – BRUSSELS

Rue de l'Industrie 12, Brussels 
Property Record page 51, no. 7



– Vacancy rate  ■ Prime rents
Source: KanAm Grund Research, CBRE
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Hamburg started transitioning to be
coming a »smart city« in the reporting 
period – i.e. a city connected via the latest 
technology. This location advantage 
makes the Hanseatic city even more at
tractive – for office properties, too. It has 
the thirdlargest office property market 
in Germany with approximately 13.7 mil
lion sqm of space. Vacancy rates declined 
again yearonyear to approximately 7.8 % 
in the fourth quarter of 2014.

The fund management analyzed Ham
burg for leading cities invest using 
KanAm Grund’s CSCORE MODEL, which 
was developed to identify the most 
promising cities. The model classifies 
Hamburg as belonging to the »leading 
cities – international« category, giving it 
an overall score of »good.«

According to CSCORE, Hamburg is a very 
innovative city with extremely good, sus
tainable city management, a very high 
quality of life, and an excellent urban in
frastructure. The property market bene
fits from high market liquidity and low 
volatility. Supply trends are also contrib
uting to this stability, with a moderate 
number of properties set to be completed 
by the end of 2016. As a result, the leas
ing market is expected to remain stable 
over the rest of 2015.

Located on the banks of the River Elbe, the north German city of Hamburg is a business location, a 
cultural center, and a popular place to live all at once. It is this multi-faceted appeal that sets the 
city apart. Home to around 5 million people, the Hamburg metropolitan area is one of the larg-
est and strongest economic regions in Europe and has further growth potential. Hamburg’s 
harbor – one of the world’s largest shipping hubs – is helping to drive this growth. It is joined by 
an increasingly important media, creative, and life sciences sector, which promises innovation 
and economic growth.

HAMBURG – A LEADING CITY WITH A STRONG 
 ECONOMY AND A HIGH QUALITY OF LIFE

PROPERT Y ACQUISIT ION – HAMBURG
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The corner building has a mix of retail 
and office space and is located on the 
prestigious Jungfernstieg, one of the 
best-known office and business ad-
dresses in the western part of the city 
and also Hamburg’s most fashionable 
shopping street. The location offers an 
excellent infrastructure with important 
landmarks such as the Gänsemarkt 
Passage, the State Opera, the Regional 
Finance Office, and the Deutschland- 
Haus in the immediate vicinity.

The property also features extremely 
good transportation links. The entrance 
to the »Gänsemarkt« subway station is 

located directly on the square, while an 
extremely busy bus stop and a taxi stand 
are opposite. In addition, the »Jungfern-
stieg« subway/suburban rail station is 
only a few minutes away on foot.

The Hanseatic commercial building it-
self was originally built in 1865/1866 
and was most recently renovated in 
2010–2013, when extensive work was 
performed. The retail and office space is 
fully leased to several tenants, with the 
main tenant being telecommunications 
provider Telefónica O2 Germany GmbH & 
Co. OHG (O2). The lease for the O2 shop 
runs through 2021. The office space is 

The first property acquired for leading cities invest benefits from its extremely good location in 
one of Hamburg’s best-known office and business districts, directly at the lively intersection of 
the Jungfernstieg and the Gänsemarkt. The property was built in traditional Hanseatic style in 
1865/1866 and is fully leased. The average remaining lease term at the time of acquisition in 
May 2014 was around seven years.

RETAIL/OFFICE PROPERTY IN PRIME LOCATION
PROPERT Y ACQUISIT ION – HAMBURG

shared by a well-known law firm, a 
 consulting company, and an exclusive 
women’s fashion label. The average 
remaining lease term for all leases was 
around seven years when the property 
was acquired.

Acquiring the property in Hamburg en-
abled the fund to put into practice its 
planned risk diversification concept 
right from the portfolio-building phase. 
This is based on relatively small invest-
ment volumes, a mix of different types 
of use, and long-term leases with highly 
creditworthy tenants.

Jungfernstieg 47, Hamburg 
Property Record page 48, no. 1
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The high-quality, 
renovated, and 
modernized prop-
erty is fully leased.JUNGFERNSTIEG 47 

LOCATION IN HAMBURG

JUNGFERNSTIEG 47 
hamburg

LOCATION: Prime location on the Jungfernstieg in downtown Hamburg

TRANSPORTATION LINKS:   Very good transportation links  
(subway, suburban rail, bus, taxi)

USE: Retail/office property

TENANTS:   Fully leased to four companies,  
main tenant: Telefónica O2 Germany GmbH & Co. OHG

LEASES:  Average remaining lease term on acquisition  
approximately seven years 

YEAR COMPLETED  
(REFURBISHED): 2010 – 2013

SPECIAL FEATURES:   High street property in a very good city-center location, 
highly creditworthy tenants, long-term leases

HAMBURG PROPERTY
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leading cities invest’s real estate portfolio 
structure clearly started to take shape in 
the year under review with the seven 
property acquisitions. The fund manage-
ment is aiming to achieve a balanced 
structure in terms of the fund proper-
ties’ geographical distribution, invest-
ment volumes, types of use, and eco-
nomic age structure.

As of the December 31, 2014, reporting 
date, the first seven properties in the 

REAL ESTATE PORTFOLIO STRUCTURE

portfolio were distributed across three 
European countries – Germany, France, 
and Belgium. Measured in terms of the 
properties’ aggregate market value, 
France is the leader (39.8%), followed 
by Belgium (37.7%), and then Germany 
(22.5%).

In terms of investment volumes, the 
fund management’s strategy focuses 
on smaller properties in particular. The 
proportion of properties belonging to 

22.5% Germany 39.8% France

GEOGRAPHICAL DISTRIBUTION OF PROPERTIES
Based on the market values/purchase prices as of December 31, 2014

37.7% 
>EUR 10 million to  

EUR 25 million  
(1 property)

62.3% 
up to EUR 10 million 
(6 properties)

INVESTMENT VOLUMES FOR PROPERTIES
Based on the market values/purchase prices as of December 31, 2014

berlin 
germany

The first seven 
property acqui-
sitions already 
provide a bal-
anced portfolio 
structure.

37.7% Belgium
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between Jan. 1, 2015, and Dec. 31, 2015

between Jan. 1, 2016, and Dec. 31, 2016

between Jan. 1, 2017, and Dec. 31, 2017

between Jan. 1, 2018, and Dec. 31, 2018

between Jan. 1, 2019, and Dec. 31, 2019

between Jan. 1, 2020, and Dec. 31, 2020

between Jan. 1, 2021, and Dec. 31, 2021

between Jan. 1, 2022, and Dec. 31, 2022

between Jan. 1, 2023, and Dec. 31, 2023

between Jan. 1, 2024, and Dec. 31, 2024

after Jan. 1, 2025

unlimited

the »up to EUR 10 million« class was 
62.3% as of the reporting date. With a 
market value of EUR 13.2 million, the 
hotel property in Brussels is currently 
the only property belonging to the 
»from EUR 10 million to EUR 25 mil-
lion« class.

In terms of the types of use, retail/
catering dominated the portfolio as  
of December 31, 2014, accounting for 
52.7%. This was followed by hotel prop-

0.8%

0.0%

14.3%

0.0%

16.7%

0.9%

1.0%

7.8%

0.0%

58.5%

1)  The age of a property is determined on the basis of the remaining useful life 
stated in the expert appraisal.

52.7% 
Retail/Catering

2.7% Office 

TYPES OF USE OF PROPERTIES
Based on the annual rental income as of December 31, 2014 

22.5% 
over 20 years 37.7% up to 5 years

ECONOMIC AGE STRUCTURE 1)

Based on the market values/purchase prices as of December 31, 2014

erties with 44.6%. This mix of types of 
use gives leading cities invest a special 
portfolio structure.

A common feature of all seven fund 
properties is their long remaining use-
ful economic life. Despite what are his-
torical buildings in some cases, past 
modernization measures – carried out 
prior to acquisition – means that the 
fund properties have a young age 
structure overall. Measured in terms of 

their market values/purchase prices, 
77.5% of all buildings are a maximum of 
ten years old, while 37.7% are a maxi-
mum of five years old.

As of the December 31, 2014, reporting 
date, leading cities invest ’s leased rate 
was 100%. The distinct majority of the 
leases (72.8%) are very long term and 
run until beyond 2021; in fact, 58.5% of 
the leases do not expire until after Jan-
uary 1, 2025, offering a stable income 
stream for the fund.

EXPIRING LEASES
Based on the annual rental income as of December 31, 2014

0.0%

44.6% Hotel
39.8% 

> 5 to 10 years

0.0%



36

Loan management

The financing for the real estate portfo-
lio currently amounts to EUR 10.3 mil-
lion. This corresponds to 29.6% of the 
real estate assets.

LOANS

RATIO OF LOANS TO TOTAL REAL ESTATE ASSETS AS OF DECEMBER 31, 2014

LOAN VOLUME 
(DIRECT) 

IN EUR MILLION

LOAN VOLUME 
(INDIRECT VIA 
REAL ESTATE 
COMPANIES) 

IN EUR MILLION

TOTAL  
LOAN VOLUME 

IN EUR MILLION

SHARE OF  
TOTAL REAL  

ESTATE ASSETS 
IN %

EUR-denominated loans 10.3 0.0 10.3 29.6

Total 10.3 0.0 10.3 29.6

BREAKDOWN OF LOAN VOLUMES
Maturity of loan agreements

100% 2017

38.8% 
2–5 years

BREAKDOWN OF LOAN VOLUMES
by remaining fixed-rate period

61.2% 
less than 1 year

If the fund management believes it 
makes sense to take out debt finance for 
property acquisitions, a tendering proce-
dure by banks independent of the Group 
is implemented. This lender competition 
enables optimum loan conditions to be 
negotiated for leading cities invest.

The interest rates for the entire loan 
volume are largely fixed over the short 
and medium term.

ANNUAL REPORT AS OF DECEMBER 31, 2014   •   Fund Management Report
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The new requirements contained in the »Kapitalanlagegesetz-
buch« (KAGB – German Investment Code) ushered in a reform 
of open-ended real estate funds as an investment class in 
July 2013. leading cities invest – a new form of real estate invest-
ment – builds on this to offer its investors sound future pros-
pects. Independent industry experts also share this opinion. In 
particular, the notice and holding periods now prescribed by the 
KAGB ensure maximum security and equal treatment of all 
investors. leading cities invest is the first real estate investment 
product to implement these conditions for all its investors.

High- to maximum-quality properties continue to be in great 
demand on the global real estate markets. In this situation, 
particular care needs to be taken with each and every invest-
ment in order to achieve sustainable returns. These are also 

the criteria adopted in leading cities invest’s investment strategy, 
which invests in core and core plus properties in key interna-
tional or national locations to achieve its goal. Fierce competi-
tion means that there are currently only a limited number of 
high-quality properties suitable for leading cities invest.

In addition, with each investment the fund management con-
sistently focuses on appropriate risk diversification within the 
property portfolio in terms of location, sectors, and tenants. 
This applies to every stage of fund growth, and in particular to 
the important early phase that leading cities invest is currently 
going through. For this reason, additional smaller properties 
will initially be acquired. We have laid stable foundations for 
this with the acquisition of the properties in Hamburg, Paris, 
and Brussels with their broad tenant mix in the year under 

OUTLOOK

Dear Investors:

ANNUAL REPORT AS OF DECEMBER 31, 2014   •   Fund Management Report
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review. Buildings of this scale also offer the advantage in most 
cases of shorter bidding processes. In addition, they enable 
portfolios to be actively managed by buying and selling proper-
ties without significantly changing the desired overall portfolio 
structure.

Dear Investors: The properties in Hamburg, Paris, and Brussels 
mark the initial, promising investments in leading cities invest’s 
portfolio. The goal behind the retail spaces in Paris is to allow 
the fund to benefit from consumers’ willingness to spend 
money in this major capital. The aparthotel in Brussels delivers 
above-average, largely crisis-proof occupancy rates due to its 
location in the Léopold Quarter.

Frankfurt am Main, April 8, 2015

Yours sincerely

We are continuing our efforts to acquire further properties of 
this size, both in Germany and internationally.

leading cities invest developed as planned in its second fiscal 
year. Despite the challenging market situation, C-SCORE and 
the PROPERTY SELECTION MODEL have already identified ad-
ditional properties in our search to grow the fund’s real estate 
portfolio. We will inform you as quickly as possible of any suc-
cessful deals. Until then, we would like to thank you for your 
trust in us. We would also like to extend our thanks to our em-
ployees and sales partners for their hard work, particularly in 
the fund’s early phase. This has ensured leading cities invest’s 
good performance to date, in line with our planning.
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RETURN RATIOS
as of December 31, 2014

FRANCE
IN %

BELGIUM
IN %

GERMANY
IN %

TOTAL DIRECT 
INVESTMENTS 

IN %
TOTAL 

IN %

I. Properties

Gross return 9.1 2.9 4.4 5.5 1) 5.5

Management costs – 0.6 0.0 0.0 – 0.2 1) – 0.2

Net return 8.5 2.9 4.4 5.3 1) 5.3

Changes in value 15.5 – 0.2 – 0.6 3.7 1) 3.7

Foreign income taxes 0.0 0.0 0.0 0.0 1) 0.0

Foreign deferred taxes – 5.4 0.0 0.0 – 1.4 1) – 1.4

Return before borrowing costs 18.6 2.7 3.8 7.6 1) 7.6

Return after borrowing costs 33.5 2.7 4.0 8.9 2) 8.9

Exchange rate differences 0.0 0.0 0.0 0.0 2) 0.0

Overall return 33.5 2.7 4.0 8.9 2) 8.9

II. Liquidity 0.13)

III. Total fund return before fund costs  4.44)

IV. Total fund return after fund costs  
(BVI method)

  
3.2

1) Based on the average real estate assets.
2) Based on the average equity-financed real estate assets.
3) Generated with the average proportion of fund assets invested in the liquidity portfolio during the fiscal year.
4) Based on the average fund assets.

RETURN, VALUATION, AND LEASING
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A gross return of 5.5% was generated in the past fiscal year. 
This figure represents the ratio of income from properties and 
other property-related income to the average real estate as-
sets. After deducting management costs (these include operat-
ing costs and property management costs, among other 
things), the net return amounted to 5.3%.

In addition to these ongoing returns, the net return for the year 
is influenced by the changes in the value of the properties. The 
balance reported in this item is composed of portfolio property 
valuations and the amortization charges on transaction costs. 
The proportion of the return attributable to changes in value 
increased the return figure by 3.7 percentage points.

The foreign income taxes item comprises both taxes already 
paid and provisions for income taxes still expected to be in-
curred for the fiscal year under review, as well as tax refunds 
that did not affect the return in the past fiscal year.

Where properties are sold abroad in the future, taxes will be 
incurred on the disposal gains realized (capital gains tax). Ade-
quate provisions have been created for these foreign deferred 
taxes. This item reduced the return by 1.4 percentage points.

The abovementioned income and expense items are expressed as 
a percentage of the average real estate assets. After offsetting 

the items against each other, the return before borrowing costs 
amounted to 7.6%.

The return after borrowing costs is arrived at by deducting the 
borrowing costs from the return before borrowing costs and 
expressing the resulting figure as a proportion of the total equity- 
financed real estate assets only. This ratio thus has a different 
reference base – the capital employed by the fund – rather than 
the total real estate assets. It amounted to 8.9% as of Decem-
ber 31, 2014.

Exchange rate changes had no impact, meaning that the overall 
return amounted to 8.9%.

The return on the fund’s liquidity portfolio amounted to 0.1% in 
the fiscal year. This figure represents the ratio of interest in-
come on the liquidity portfolio to the average investments in 
the liquidity portfolio.

Together, the return from property and the return from the 
liquidity portfolio comprise the total fund return before fund 
costs. A return before fund costs of 4.4% and a return of 3.2% in 
accordance with the BVI method were generated, expressed as 
a percentage of the total average fund assets in each case.

NOTES TO THE RETURN RATIOS FOR                                             
AS OF DECEMBER 31, 2014
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NET ASSET INFORMATION AS OF DECEMBER 31, 2014
(average figures*)

IN EUR MILLION

Directly held properties ** 7.9

Properties held via equity interests ** 0.0

Total properties ** 7.9

Liquidity 6.1

Loan volume 1.3

 

* The average figures are calculated on the basis of 13 end-of-month values in the period from December 31, 2013, to December 31, 2014.
** Equity-financed real estate assets.

INFORMATION ON CHANGES IN THE VALUE OF THE  
PORTFOLIO PROPERTIES IN THE FISCAL YEAR

Valuation information
FRANCE

IN EUR MILLION
BELGIUM

IN EUR MILLION
GERMANY

IN EUR MILLION

TOTAL 
DIRECT 

INVESTMENTS
IN EUR MILLION

TOTAL
IN EUR 

MILLION

Real estate assets  
Market values (expert opinions)/purchase prices

 
13.9

 
13.1

 
7.8

 
34.8

 
34.8

Sustainable annual gross rental return 
Rental values (expert opinions)

 
0.6

 
0.7

 
0.3

 
1.6

 
1.6

Positive changes in value according  
to expert opinions 0.8 0.0 0.0 0.8 0.8

Other positive changes in value 1) 0.1 0.0 0.0 0.1 0.1

Negative changes in value according  
to expert opinions – 0.4 0.0 0.0 – 0.4 – 0.4

Other negative changes in value 1) – 0.3 0.0 0.0 – 0.3 – 0.3

Total changes in value according to expert opinions 0.4 0.0 0.0 0.4 0.4

Total other changes in value  – 0.2 0.0 0.0 – 0.2 – 0.2

Total changes in value 0.2 0.0 0.0 0.2 0.2

 

1) Including provisions for capital gains tax and amortization charges on transaction costs.
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Annual rental income
FRANCE

IN %
BELGIUM

IN %
GERMANY

IN %

TOTAL DIRECT
INVESTMENTS

IN %
TOTAL

IN %

Office/archive 0.0 0.0 14.0 2.7 2.7

Retail/catering 100.0 0.0 86.0 52.7 52.7

Hotel 0.0 100.0 0.0 44.6 44.6

Total 100.0 100.0 100.0 100.0 100.0

Vacancy rate
FRANCE

IN %
BELGIUM

IN %
GERMANY

IN %

TOTAL DIRECT
INVESTMENTS

IN % TOTAL
IN %

Office/archive 0.0 0.0 0.0 0.0 0.0

Retail/catering 0.0 0.0 0.0 0.0 0.0

Hotel 0.0 0.0 0.0 0.0 0.0

Leased rate 100.0 100.0 100.0 100.0 100.0

FRANCE
IN %

BELGIUM
IN %

GERMANY
IN %

TOTAL DIRECT
INVESTMENTS

IN %
TOTAL

IN %

2015 0.0 0.0 5.0 1.0 1.0

2016 0.0 0.0 4.7 0.9 0.9

2017 21.7 0.0 0.0 7.8 7.8

2018 0.0 0.0 4.3 0.8 0.8

2019 0.0 0.0 0.0 0.0 0.0

2020 0.0 0.0 0.0 0.0 0.0

2021 0.0 0.0 86.0 16.7 16.7

2022 39.7 0.0 0.0 14.3 14.3

2023 0.0 0.0 0.0 0.0 0.0

2024 0.0 0.0 0.0 0.0 0.0

2025 and longer 38.6 100.0 0.0 58.5 58.5

indefinite 0.0 0.0 0.0 0.0 0.0

100.0 100.0 100.0 100.0 100.0

LEASING INFORMATION AS OF DECEMBER 31, 2014
(based on the annual rental income)

VACANCY RATE INFORMATION AS OF DECEMBER 31, 2014
(based on the gross target rental income p.a.)

EXPIRING LEASES (AS OF DECEMBER 31, 2014)
(based on the annual rental income)
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NOTES TO THE OVERVIEW OF ASSETS

Properties
leading cities invest ’s directly held properties amount to a total 
of EUR 34.8 million as a result of the acquisition of the first 
seven properties.

As of the December 31, 2014, reporting date, the real estate 
portfolio comprised the Jungfernstieg 47 property in Hamburg, 
Germany, the Adagio Access hotel property in Brussels, Bel-
gium, and five retail properties in Rue de Charonne 18–24 in 
Paris, France.

A breakdown of the real estate assets and information on the 
individual properties are given in leading cities invest ’s State-
ment of Assets, Part I (Property Record).

Liquidity portfolio
The liquidity portfolio (EUR 3.1 million) is invested in overnight 
money (EUR 1.3 million ) and current bank accounts (EUR 1.8 mil-
lion); it amounts to 10.7% of fund assets.

It comprises the statutory minimum liquidity in the amount of 
5% of fund assets (EUR 1.4 million ) and is required, among other 
things, to ensure orderly ongoing management of the fund.

Other assets
Receivables from real estate management totaled EUR 37 
thousand. They consist of prepaid service charges and rent 
receivables. The outstanding service charges will be billed in the 
second half of 2015. 

Assets
 

IN EUR IN EUR

SHARE OF 
FUND 

ASSETS
IN %

I. Properties 1)

Commercial properties 34,755,000.00 121.0

II. Liquidity portfolio 2)

Bank deposits 3,084,836.52 10.7

III. Other assets 3)

1. Receivables from real estate management 36,685.22

2. Transaction costs 1,829,301.98

2.1 for properties: EUR 1,829,301.98

3. Miscellaneous assets 61,284.65 1,927,271.85 6.7

Total assets 39,767,108.37 138.4

IV. Liabilities 3)

1. from loans 10,300,000.00

2. from real estate purchases and construction projects 483,998.76

3. from real estate management 51,512.97

4. from tenant deposits 54,276.10

5. Miscellaneous liabilities 13,983.50 10,903,771.33 37.9

V. Provisions 3) 131,629.92 0.5

Total liabilities and provisions 11,035,401.25 38.4

VI. Fund assets 28,731,707.12 100.0
 

1) See the Statement of Assets, Part I, page 48.
2) See the Statement of Assets, Part II, page 52.
3) See the Statement of Assets, Part III, page 53.

OVERVIEW OF ASSETS
as of December 31, 2014
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The capitalized transaction costs amounted to EUR 1.8 million 
after amortization as of the end of the fiscal year and are due 
to the seven properties acquired in the fiscal year.

Miscellaneous assets (EUR 0.1 million) mainly consist of sales 
tax receivables (EUR 0.1 million).

Liabilities
Liabilities from loans (EUR 10.3 million) result from the fi-
nancing of the purchase prices of the properties in Germany 
(EUR 4.0 million) and France (EUR 6.3 million).

Liabilities from real estate purchases and construction projects 
amount to EUR 0.5 million and comprise transaction costs that 
have not yet been invoiced in connection with the property ac-
quisitions in Germany (EUR 0.1 million), Belgium (EUR 0.3 mil-
lion), and France (EUR 0.1 million).

Liabilities from real estate management (EUR 0.1 million) con-
tain accrued rental payments and prepaid service charges.

Liabilities from tenant deposits (EUR 0.1 million) mainly exist in 
relation to French tenants.

Miscellaneous liabilities (EUR 14 thousand) mainly relate to 
deferred loan interest.

Provisions
The provisions of EUR 132 thousand mainly comprise provi-
sions for expected future capital gains taxes on the sale of di-
rectly held properties abroad.

Disposal gains incurred outside of Germany are only taxed if a 
taxable profit is actually realized. Such taxes are thus generally 
of uncertain timing and amount, as both the market situation 
and the bases for tax assessment may change at any time.

Taxes may be incurred either in the case of directly held proper-
ties or in the case of properties held via real estate companies.

Transaction costs have been included in the calculation of the 
taxable profits. If opportunities to offset losses within a single 
country exist, these were taken into account between individual 
directly held properties.

EUR 115 thousand was added to the provisions for capital gains 
taxes as of the reporting date of December 31, 2014; this was 
based on the country-specific tax rates. It covers the expected 
taxes on future capital gains on the portfolio’s directly held 
properties, based on current market values.

In addition, provisions for maintenance and for non-allocable 
operating costs exist in the amount of EUR 10 thousand and 
EUR 6 thousand respectively.

Fund assets
Fund assets amount to EUR 28.7 million. Since January 1, 2014, 
242,611 units have been issued and no units redeemed. With 
the number of units in circulation totaling 278,414, this resulted 
in a unit value of EUR 103.19 as of the reporting date.

Performance
The value of one leading cities invest unit changed from EUR 100.01 
as of December 31, 2013, to EUR 103.19 as of December 31, 2014. 
This resulted in net income of EUR 3.18 per unit, corresponding 
to a performance of 3.2% in accordance with the BVI calculation 
method as of the December 31, 2014, reporting date.
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STATEMENT OF ASSETS, PART I:
Property Record

I. DIRECTLY HELD  
PROPERTIES IN EUROZONE  

COUNTRIES

SUBTOTAL 
PROPERTIES

NO. 1 2 3 4

NAME OF PROPERT Y JUNGFERNSTIEG 47 RUE DE CHARONNE BOUTIQUE 102 RUE DE CHARONNE BOUTIQUE 103 RUE DE CHARONNE BOUTIQUE 104

COUNTRY GERMANY FRANCE FRANCE FRANCE

LOCATION OF PROPERT Y 20354 HAMBURG,
GANSEMÄRKT 13/

JUNGFERNSTIEG 47

75011 PARIS, 
RUE DE CHARONNE 18 –24

75011 PARIS, 
RUE DE CHARONNE 18 –24

75011 PARIS, 
RUE DE CHARONNE 18 –24

Type of property1) C C, V C, V C, V

Development project/portfolio development measures – – – –

Market value (appraiser 1)2) in EUR 7,830,000.00 1,134,315.00 1,017,975.00 1,574,745.00

Market value (appraiser 2)2) in EUR 7,800,000.00 1,422,500.00 1,212,500.00 2,142,500.00

Market value/purchase price of the property 3) in EUR 7,815,000.00 1,278,407.50 1,115,237.50 1,858,622.50 12,067,267.50

Share of fund assets in % 27.2  4.4 3.9 6.5 42.00

Total transaction costs in EUR 672,400.00 76,480.07 67,869.73 102,311.11

in % of the purchase price 8.6 5.3 5.2 5.5

of which fees and taxes in EUR 374,400.00 21,381.86 18,974.63 28,603.55

of which other costs in EUR 298,000.00 55,098.21 48,895.10 73,707.56

Transaction costs amortized in the fiscal year in EUR 43,440.02 1,122.61 996.23 1,501.79

Transaction costs still to be amortized in EUR 628,959.98 75,357.46 66,873.50 100,809.32 872,000.26

Share of fund assets in % 2.2 0.3 0.2 0.3 3.00

Expected remaining amortization period in years 9.4 9.9 9.9 9.9

Property data

Transfer of risks and rewards of ownership 05/2014 11/2014 11/2014 11/2014

Year constructed/renovated 1865/1866, 2010 –2013 1930, 2013 –2014 1930, 2013 –2014 1930, 2013 –2014

Size of property in sqm 97  58.858) 56.158) 138.358)

Floor space, commercial in sqm 437 62.2 55.8 133.1

Floor space, residential in sqm – – – –

Type of use 4) O 14%, R/C 86% R/C 100% R/C 100% R/C 100%

Appointments 5) L A – A

Key results of the expert valuation

Appraised rental value (appraiser 1) in EUR thousand 285.1 53.7 48.2 74.6

Appraised rental value (appraiser 2) in EUR thousand 278.1 58.5 50.0 87.7

Remaining useful life (appraiser 1) in years 60 60 60 60

Remaining useful life (appraiser 2) in years 70 60 60 60

Leasing information

Vacancy rate in % of gross target rental income 0.0 0.0 0.0 0.0

Remaining lease terms in years 5.9 7.6 7.6 7.7

Rental income January 1, 2014–December 31, 20147) in EUR thousand – – – –

Forecast rental income January 1, 2015–December 31, 2015 6),7) in EUR thousand – – – –

Debt ratio in % of the market value/purchase price 51.2 52.5 53.4 48.3
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I. DIRECTLY HELD  
PROPERTIES IN EUROZONE  

COUNTRIES

SUBTOTAL 
PROPERTIES

NO. 1 2 3 4

NAME OF PROPERT Y JUNGFERNSTIEG 47 RUE DE CHARONNE BOUTIQUE 102 RUE DE CHARONNE BOUTIQUE 103 RUE DE CHARONNE BOUTIQUE 104

COUNTRY GERMANY FRANCE FRANCE FRANCE

LOCATION OF PROPERT Y 20354 HAMBURG,
GANSEMÄRKT 13/

JUNGFERNSTIEG 47

75011 PARIS, 
RUE DE CHARONNE 18 –24

75011 PARIS, 
RUE DE CHARONNE 18 –24

75011 PARIS, 
RUE DE CHARONNE 18 –24

Type of property1) C C, V C, V C, V

Development project/portfolio development measures – – – –

Market value (appraiser 1)2) in EUR 7,830,000.00 1,134,315.00 1,017,975.00 1,574,745.00

Market value (appraiser 2)2) in EUR 7,800,000.00 1,422,500.00 1,212,500.00 2,142,500.00

Market value/purchase price of the property 3) in EUR 7,815,000.00 1,278,407.50 1,115,237.50 1,858,622.50 12,067,267.50

Share of fund assets in % 27.2  4.4 3.9 6.5 42.00

Total transaction costs in EUR 672,400.00 76,480.07 67,869.73 102,311.11

in % of the purchase price 8.6 5.3 5.2 5.5

of which fees and taxes in EUR 374,400.00 21,381.86 18,974.63 28,603.55

of which other costs in EUR 298,000.00 55,098.21 48,895.10 73,707.56

Transaction costs amortized in the fiscal year in EUR 43,440.02 1,122.61 996.23 1,501.79

Transaction costs still to be amortized in EUR 628,959.98 75,357.46 66,873.50 100,809.32 872,000.26

Share of fund assets in % 2.2 0.3 0.2 0.3 3.00

Expected remaining amortization period in years 9.4 9.9 9.9 9.9

Property data

Transfer of risks and rewards of ownership 05/2014 11/2014 11/2014 11/2014

Year constructed/renovated 1865/1866, 2010 –2013 1930, 2013 –2014 1930, 2013 –2014 1930, 2013 –2014

Size of property in sqm 97  58.858) 56.158) 138.358)

Floor space, commercial in sqm 437 62.2 55.8 133.1

Floor space, residential in sqm – – – –

Type of use 4) O 14%, R/C 86% R/C 100% R/C 100% R/C 100%

Appointments 5) L A – A

Key results of the expert valuation

Appraised rental value (appraiser 1) in EUR thousand 285.1 53.7 48.2 74.6

Appraised rental value (appraiser 2) in EUR thousand 278.1 58.5 50.0 87.7

Remaining useful life (appraiser 1) in years 60 60 60 60

Remaining useful life (appraiser 2) in years 70 60 60 60

Leasing information

Vacancy rate in % of gross target rental income 0.0 0.0 0.0 0.0

Remaining lease terms in years 5.9 7.6 7.6 7.7

Rental income January 1, 2014–December 31, 20147) in EUR thousand – – – –

Forecast rental income January 1, 2015–December 31, 2015 6),7) in EUR thousand – – – –

Debt ratio in % of the market value/purchase price 51.2 52.5 53.4 48.3
Footnotes see page 51.
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I. DIRECTLY HELD  
PROPERTIES IN EUROZONE  

COUNTRIES

SUBTOTAL 
PROPERTIES

NO. 5 6 7

NAME OF PROPERT Y RUE DE CHARONNE BOUTIQUE 111 RUE DE CHARONNE BOUTIQUE  39, 47 & 48 ADAGIO ACCESS

COUNTRY FRANCE FRANCE BELGIUM

LOCATION OF PROPERT Y 75011 PARIS,  
RUE DE CHARONNE 18 – 24

75011 PARIS,  
RUE DE CHARONNE 18 – 24

1000 BRUSSELS – LÉOPOLD QUARTER,  
RUE DE L‘INDUSTRIE 12

Type of property 1) C, V C, V C, V

Development project/portfolio development measures – – –

Market value (appraiser 1) 2) in EUR 1,799,115.00 8,323,850.00 13,200,000.00  9)

Market value (appraiser 2) 2) in EUR 2,062,500.00      6,990,000.00                           – 9)

Market value/purchase price of the property 3) in EUR 1,930,807.50 7,656,925.00 13,100,000.00 34,755,000.00

Share of fund assets in % 6.7 26.7 45.6 121.00

Total transaction costs in EUR 104,337.08 294,552.00 567,075.00

in % of the purchase price 5.2 4.3 4.3

of which fees and taxes in EUR 29,169.96 100,545.00 6,236.00

of which other costs in EUR 75,167.12 194,007.00 560,839.00

Transaction costs amortized in the fiscal year in EUR 1,531.53 4,957.55 2,173.28

Transaction costs still to be amortized in EUR 102,805.55 289,594.45 564,901.72 1,829,301.98

Share of fund assets in % 0.4 1.0 2.0 6.40

Expected remaining amortization period in years 9.9 9.9 10.0

Property data

Transfer of risks and rewards of ownership 11/2014 11/2014 12/2014

Year constructed/renovated 1930, 2013–2014 1930, 2013 –2014 2012

Size of property in qm 116.60 8) 688.50 8) 577

Floor space, commercial in qm 129.7 792.8 2,897.3

Floor space, residential in qm – – –

Type of use 4) R/C 100% R/C 100%  Ho 100%

Appointments 5) A A, E A, E, T

Key results of the expert valuation

Appraised rental value (appraiser 1) in EUR thousand 85.2 394.4 770.9 9)

Appraised rental value (appraiser 2) in EUR thousand 85.0 240.0 770.9 9)

Remaining useful life (appraiser 1) in years 60 60 48 9)

Remaining useful life (appraiser 2) in years 60 60 48 9)

Leasing information

Vacancy rate in % of gross target rental income 0.0 0.0 0.0

Remaining lease terms in years 7.8 8.1 12.5

Rental income January 1, 2014–December 31, 2014 7) in EUR thousand – – – 

Forecast rental income January 1, 2015–December 31, 2015 6),7) in EUR thousand – – – 

Debt ratio in % of the market value/purchase price 47.4 42.1 0.0
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I. DIRECTLY HELD  
PROPERTIES IN EUROZONE  

COUNTRIES

SUBTOTAL 
PROPERTIES

NO. 5 6 7

NAME OF PROPERT Y RUE DE CHARONNE BOUTIQUE 111 RUE DE CHARONNE BOUTIQUE  39, 47 & 48 ADAGIO ACCESS

COUNTRY FRANCE FRANCE BELGIUM

LOCATION OF PROPERT Y 75011 PARIS,  
RUE DE CHARONNE 18 – 24

75011 PARIS,  
RUE DE CHARONNE 18 – 24

1000 BRUSSELS – LÉOPOLD QUARTER,  
RUE DE L‘INDUSTRIE 12

Type of property 1) C, V C, V C, V

Development project/portfolio development measures – – –

Market value (appraiser 1) 2) in EUR 1,799,115.00 8,323,850.00 13,200,000.00  9)

Market value (appraiser 2) 2) in EUR 2,062,500.00      6,990,000.00                           – 9)

Market value/purchase price of the property 3) in EUR 1,930,807.50 7,656,925.00 13,100,000.00 34,755,000.00

Share of fund assets in % 6.7 26.7 45.6 121.00

Total transaction costs in EUR 104,337.08 294,552.00 567,075.00

in % of the purchase price 5.2 4.3 4.3

of which fees and taxes in EUR 29,169.96 100,545.00 6,236.00

of which other costs in EUR 75,167.12 194,007.00 560,839.00

Transaction costs amortized in the fiscal year in EUR 1,531.53 4,957.55 2,173.28

Transaction costs still to be amortized in EUR 102,805.55 289,594.45 564,901.72 1,829,301.98

Share of fund assets in % 0.4 1.0 2.0 6.40

Expected remaining amortization period in years 9.9 9.9 10.0

Property data

Transfer of risks and rewards of ownership 11/2014 11/2014 12/2014

Year constructed/renovated 1930, 2013–2014 1930, 2013 –2014 2012

Size of property in qm 116.60 8) 688.50 8) 577

Floor space, commercial in qm 129.7 792.8 2,897.3

Floor space, residential in qm – – –

Type of use 4) R/C 100% R/C 100%  Ho 100%

Appointments 5) A A, E A, E, T

Key results of the expert valuation

Appraised rental value (appraiser 1) in EUR thousand 85.2 394.4 770.9 9)

Appraised rental value (appraiser 2) in EUR thousand 85.0 240.0 770.9 9)

Remaining useful life (appraiser 1) in years 60 60 48 9)

Remaining useful life (appraiser 2) in years 60 60 48 9)

Leasing information

Vacancy rate in % of gross target rental income 0.0 0.0 0.0

Remaining lease terms in years 7.8 8.1 12.5

Rental income January 1, 2014–December 31, 2014 7) in EUR thousand – – – 

Forecast rental income January 1, 2015–December 31, 2015 6),7) in EUR thousand – – – 

Debt ratio in % of the market value/purchase price 47.4 42.1 0.0

1)         C = Commercial property 
V = Volume ownership

2)  The fund properties have been appraised 
by two independent valuers (regular 
valuers) in accordance with the KAGB since 
July 1, 2014. Both figures are provided 
here.

3) This is the average of the two valuations.

4)  O = Office/archive 
R/C = Retail/catering 
Ho = Hotel

5)  L = Listed building 
A = Air conditioning 
E = Freight/passenger elevator 
T = Roof terrace

6)  The information on the forecast rental 
income is not covered by the auditor’s 
report.

7)   In order to protect tenants’ interests, the 
actual and forecast rental income is not 
published in cases in which a property has 
fewer than five tenants, or in which 75% or 
more of the rental income generated by a 
property is from a single tenant.

8)  Share of the total size of the property held 
in volume ownership.

9)   Only the pre-purchase valuation is avail-
able to date. A regular valuation by two 
independent appraisers will first be per-
formed after three months.
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NOTES TO THE PROPERTY RECORD

Appraised rental value
The appraised rental value is the rental income determined by 
the Expert Committee as being attainable in the market, as-
suming that the property is leased in full.

Remaining useful life
The remaining useful life reported is the remaining economic 
useful life determined by the Expert Committee  in the most 
recent valuation report.

Vacancy rate
The vacancy rate is the ratio of vacancies to the property’s total 
floor space in percent. The gross target rental income is used 
as the basis for the calculation, with vacant space being included 
at the appraised rental value.

Remaining lease terms
The figures given represent the average weighted remaining 
terms of the leases for a property in years. The weighting is 
based on the share of the property’s overall net target rental 
income accounted for by the individual leases.

Debt ratio
The debt ratio is the ratio of the loans taken out for a property 
to its market value, expressed in percent.

Rental income in the fiscal year
The rental income in the fiscal year is the total net target rental 
income according to the leases. No income is reported for 
agreed rent-free periods and vacant periods.

Forecast rental income for the following fiscal year
The forecast rental income is the total forecast net target rent-
al income. No income is reported for agreed rent-free periods 
and vacant periods. The forecasts are made at the level of the 
individual properties.

Gross target rental income
Gross target rental income is the net target rental income ac-
cording to the leasing contracts plus service charges, but not 
including value added tax.

VOLUME  
IN EUR

SHARE OF FUND 
ASSETS IN %

I. Bank deposits (including overnight deposits)

EUR 3,084,836.52 10.7

Total bank deposits 3,084,836.52 10.7
 

STATEMENT OF ASSETS, PART II 
Bank deposits 
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IN EUR IN EUR

SHARE OF FUND 
ASSETS IN %

I. Other assets 1,927,271.85 6.7

1. Receivables from real estate management 36,685.22 0.1

of which receivables from tenants: EUR 36,685.22

2. Transaction costs 1,829,301.98 6.4

2.1 for properties: EUR 1,829,301.98

3. Miscellaneous assets 61,284.65 0.2

II. Liabilities 10,903,771.33 37.9

1. from loans 10,300,000.00 35.8

2. from real estate purchases and construction projects 483,998.76 1.7

3. from real estate management 51,512.97 0.2

4. from tenant deposits 54,276.10 0.2

5. Miscellaneous liabilities 13,983.50 0.0

of which from the sale of units EUR 2,062.80

III. Provisions 131,629.92 0.5

IV. Fund assets 28,731,707.12 100.0

Unit value in EUR 103.19

Units in circulation 278,414
 

STATEMENT OF ASSETS, PART III
Other Assets, Liabilities, and Provisions
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Property acquisitions in the period under review; transfer of risks and rewards of ownership by December 31, 2014

Location of property
DATE OF 

 ACQUISITION

TRANSFER OF 
RISKS AND 

REWARDS OF 
OWNERSHIP 

PURCHASE 
PRICE IN  

EUR MILLION

TOTAL 
 INVESTMENT 

COSTS IN  
EUR MILLION

MARKET  
VALUE IN  

EUR MILLION 1)

1. Directly held properties in eurozone countries

Germany
Jungfernstieg 47
20354 Hamburg, 
Gänsemarkt 13/Jungfernstieg 47 04/2014 05/2014 7.8 8.5 7.8

France
Rue de Charonne Boutique 102 
75011 Paris, Rue de Charonne 18 – 24 11/2014 11/2014 k.A.2) k.A.3) 1.5
Rue de Charonne Boutique 103 
75011 Paris, Rue de Charonne 18 – 24 11/2014 11/2014 k.A.2) k.A.3) 1.3
Rue de Charonne Boutique 104 
75011 Paris, Rue de Charonne 18 – 24 11/2014 11/2014 k.A.2) k.A.3) 2.0
Rue de Charonne Boutique 111
75011 Paris, Rue de Charonne 18 – 24 11/2014 11/2014 k.A.2) k.A.3) 2.1
Rue de Charonne Boutique 39, 47 & 48
75011 Paris, Rue de Charonne 18 – 24 11/2014 11/2014 k.A.2) k.A.3) 6.9

Belgium
Adagio Access
1000 Brussels – Léopold Quarter,   
Rue de l‘Industrie 12 12/2014 12/2014 13.1 13.7 13.2

1) According to the acquisition appraisal.
2)  No individual purchase prices have been disclosed in accordance with the provisions of the purchase contract. The total purchase price for the properties in  

Rue de Charonne 18–24, 75011 Paris is approximately EUR 13.5 million.
3)  The total investment costs at property level have not been disclosed in accordance with the provisions of the purchase contract, so as to avoid conclusions being  

drawn about the individual purchase prices. The total investment costs for the properties in Rue de Charonne 18–24, 75011 Paris are approximately EUR 14.1 million.

RECORD OF PURCHASES IN THE PERIOD UNDER REVIEW
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IN EUR IN EUR IN EUR

I. Income

1. Interest on liquidity portfolio in Germany 3,173.24

2. Interest on liquidity portfolio outside Germany (before withholding tax) 203.69

3. Income from properties 437,379.70

Total income 440,756.63

II. Expenses

1. Management costs 17,002.60

a) of which operating costs 6,496.00

b) of which maintenance costs 10,506.60

2. Interest on borrowings 10,311.96

Total expenses 27,314.56

III. Net income from investment 413,442.07

IV. Disposals

Disposal gains/losses 0.00

Equalization paid 218,877.09

V. Realized profit for the fiscal year 632,319.16

1. Net change in unrealized gains 531,249.01

2. Net change in unrealized losses 291,046.33

VI. Unrealized profit for the fiscal year 240,202.68

VII. Net income for the fiscal year 872,521.84

INCOME STATEMENT
from January 1, 2014, to December 31, 2014
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NOTES TO THE INCOME STATEMENT

Income
Interest income on the liquidity portfolio in Germany and 
abroad (EUR 3 thousand) is attributable to overnight and fixed-
term deposits.

Income from properties (EUR 0.4 million) was generated by 
managing the directly held properties and mainly comprised 
rental income.

Expenses
Management costs of EUR 17 thousand include non-allocable 
operating costs (EUR 6 thousand) and maintenance costs  
(EUR 11 thousand).

Interest on borrowings (EUR 10 thousand) relates to the loans 
taken out for the directly held properties.

Net income from investment
The net income from investment of EUR 0.4 million represents 
the net amount of income and expenses generated during the 
period under review.

Disposals
No disposals were made in the past fiscal year.

Equalization paid
The equalization paid amounts to EUR 0.2 million and consists 
of the distributable accrued income contained in the unit price 
on the acquisition or selling date concerned; in the case of a 
cash inflow the income is added to this item, while in the case 
of a cash outflow it is deducted.

Realized profit for the fiscal year
Realized profit for the fiscal year (EUR 0.6 million) represents 
the sum of the net income from investment, the net income 
from disposals, and the equalization paid.

Unrealized profit for the fiscal year 
Unrealized profit for the fiscal year (EUR 0.2 million) comprises 
the net change in the value of unrealized gains (EUR 0.5 million) 
and the net change in the value of unrealized losses (EUR 0.3 
million).

Net income for the fiscal year
Net income for the fiscal year of EUR 0.9 million represents the 
sum of the realized profit (EUR 0.6 million) and the unrealized 
profit (EUR 0.2 million) for the fiscal year.
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TOTAL  
IN EUR

PER UNIT  
IN EUR

I. Amount available for distribution 635,054.14 2.28
1. Carried forward from previous year (including equalization paid) 2,734.98 0.01

2. Realized profit for the fiscal year 632,319.16 2.27

II. Undistributed amounts 314,878.04 1.13

1. Retained in accordance with section 252 of the KAGB 0.00 0.00

2. Allocated for reinvestment 0.00 0.00

3. Carried forward to new account 314,878.04 1.13

III. Total distribution 320,176.10 1.15

1. Final distribution 320,176.10 1.15

a) Cash distribution 320,176.10 1.15

EUR 314,878.04 will be carried forward to new account. 
EUR 1.15 per unit will be distributed. Given 278,414 units in circulation, this results in an amount of EUR 320,176.10.

APPLICATION OF FUND INCOME
as of December 31, 2014 

IN EUR IN EUR

I. Value of the fund at the beginning of the fiscal year 3,580,667.21

1. Tax withheld for the previous year – 358.03

2. Cash inflow (net) 24,553,476.20

a) Cash inflows from the sale of units 24,553,476.20

b) Cash outflows from the redemption of units 0.00

3. Equalization paid – 218,877.09

3 a. Amortization of transaction costs – 55,723.01

of which for properties – 55,723.01

4. Net income for the fiscal year 872,521.84

of which unrealized gains 531,249.01

of which unrealized losses – 291,046.33

II. Value of the fund at the end of the fiscal year 28,731,707.12
 

STATEMENT OF CHANGES IN FUND ASSETS
from January 1, 2014, to December 31, 2014
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DEC. 31, 2014 
IN EUR MILLION

DEC. 31, 2013 
IN EUR MILLION

Properties 34.8 0.0

Bank deposits 3.1 3.5

Other assets 1.9 0.1

Less: liabilities and provisions 11.1 0.0

Fund assets 28.7 3.6

Units in circulation 278,414 35,803

Unit value in EUR 103.19 100.01

Issuing price in EUR 108.87 105.51

Distribution per unit in EUR 1.15 –

Date of distribution 05.05.2015 –

Investment performance p.a. 1) 3.2 % 0.0 %

Investment performance since launch 2) 3.2 % 0.0 %
 

1)  Calculated according to the BVI method. Basis of calculation: unit value; distribution reinvested. Costs such as front-end charges, transaction costs, securities account or other 
custody costs, commission, fees, and other remuneration are not included. The investment performance may be reduced by securities account costs.

2)  Launch date: July 15, 2013.

PERFORMANCE SUMMARY FOR  

NOTES TO THE STATEMENT OF CHANGES IN FUND ASSETS

The Statement of Changes in Fund Assets reconciles the fund 
assets at the beginning of the fiscal year with the fund assets 
at the end of the reporting period – in other words, it explains 
the changes in investors’ equity. leading cities invest ’s assets 
increased to EUR 28.7 million in the reporting period.

1) Tax withheld for the previous year
This consists of the investment income tax (including the soli-
darity surcharge) made available to the depositaries for the 
previous short fiscal year.

2) Cash inflow (net)
The cash inflows from the sale of units and the cash outflows 
from the redemption of units are calculated by multiplying the 
respective redemption price by the number of units sold or re-
deemed.

3) Equalization paid
The equalization paid amounts to EUR 0.2 million and consists 
of the distributable accrued income contained in the unit price 
on the acquisition or selling date concerned; in the case of a 

cash inflow the income is added to this item, while in the case 
of a cash outflow it is deducted.

3a) Amortization of transaction costs
The transaction costs relating to the acquisition of the property 
are being amortized using the straight-line method over the 
period of time for which the property is expected to belong to 
the fund.

4) Net income for the fiscal year
The net income for the fiscal year is given in the Income State-
ment (see page 55).

The net changes in the value of unrealized gains and losses on 
the portfolio’s properties are the result of value adjustments 
and adjustments in book values during the reporting period. 
Changes in market values due to reappraisals by the external 
valuers are recognized, as are all other changes in the carrying 
amounts of the properties, for example from the recognition or 
reversal of provisions for capital gains taxes on the future sale 
of directly held properties.
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NOTES IN ACCORDANCE WITH SECTION 7 NO. 9 OF THE »KAPITALANLAGE-RECHNUNGSLEGUNGS- 
UND BEWERTUNGSVERORDNUNG« (KARBV – GERMAN INVESTMENT ACCOUNTING AND VALUATION 
REGULATION

1. Information in accordance with the »Derivateverordnung« (DerivateV – German Derivatives Regulation)

The fund was invested exclusively in the eurozone in the period under review. As a result, no exchange rate hedges were required.

2. Potential market risk

The degree to which the potential market risk limit for this fund was utilized in accordance with the DerivateV was not calculated in the 
year under review since there was no exchange rate risk.

3. Other information

3.1 Unit value EUR 103.19

3.2 Units in circulation 278,414

4. Information on the procedure for valuing assets 

4.1 Properties
Assets as defined by section 231(1) and (2) of the »Kapitalanlagegesetzbuch« (KAGB – German Investment Code) (properties) are included 
at the market value calculated by a single external valuer or by two external valuers who are independent of each other, as appropriate.

The market value of a property is the price that would be obtained at the time of the calculation in the normal course of business in line 
with the legal situation, actual characteristics, other attributes, and location of the property, disregarding unusual or personal factors.

In general, the market value of a property is calculated by determining the net income value of the property using the general »Ertrags
wertverfahren« (net income value method) in accordance with the »Immobilienwertermittlungsverordnung« (German Real Estate Valua
tion Regulation). This method involves determining the attainable market rental income and adjusting it downwards for management 
costs, including maintenance and administrative costs, and a notional figure representing the risk of lost rental income. The net income 
value corresponds to the net rental income computed in this way, multiplied by a factor (present value factor) that reflects the typical 
market rate of interest for the properties being valued, taking into account the location and condition of the building, and its remaining 
useful life. Any special factors affecting the value of a property can be taken into account using appropriate premiums or discounts.

Prepurchase valuations of properties worth up to EUR 50 million are conducted by a single valuer. For properties worth over EUR 50 mil
lion they are conducted by two valuers who are independent of each other and who do not also perform the regular valuations for the 
company in accordance with sections 249 and 251 sentence 1 of the KAGB. Regular valuations are performed by two valuers who are 
independent of each other at least once every three months.

If the valuation is conducted by two valuers who are independent of each other, the arithmetic mean of the valuation results is used to 
calculate the fund’s net asset value per unit.

This also applies to agreements on the calculation of the ground rent and any later changes to it. Properties are included at their purchase 
price at the time the risks and rewards of ownership are transferred, and for no longer than three months thereafter.

4.2 Liquidity portfolio

4.2.1 Bank deposits 
Bank deposits are measured at their nominal amount plus accrued interest.

4.2.2 Fixed-term deposits 
Fixedterm deposits are measured at their nominal amount plus accrued interest.

4.3 Other assets

4.3.1 General
Other assets are included at their market value, with the exception of transaction costs. The market value is the amount at which the 
asset could be exchanged in an arm’slength transaction between knowledgeable, willing, and independent parties.
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4.3.2 Receivables
Receivables from real estate management, receivables from real estate companies, interest receivables, and other receivables are in
cluded at their nominal value. The recoverability of receivables is reviewed regularly. The default risk is taken into account in the form of 
impairment losses on and writedowns of receivables.

4.3.3 Transaction costs
The transaction costs of an asset as defined by section 231(1) and section 234 of the KAGB must be included separately and amortized in 
equal annual installments over the period of time for which the asset is expected to belong to the real estate fund, but no longer than ten 
years. If the asset is sold, the transaction costs must be written off in their full amount.

4.4 Liabilities
Liabilities are included at their repayment amount.

4.5 Hedges involving financial instruments 
Hedges involving financial instruments are included at their respective market values.

4.6 Procedure for determining exchange rates
Assets, liabilities, and provisions that are not denominated in the fund currency, the euro, are converted into euros at the exchange rate as 
determined during Reuters AG’s midday fixing at 1:30 p.m.

4.7 Provisions

4.7.1 Recognition and measurement of provisions
The recognition and measurement of provisions complies with prudent business practice. Provisions are not discounted. They are  
reversed when the reason for them no longer exists.

4.7.2 Specific aspects related to the calculation of provisions for deferred tax liabilities
In the case of directly held properties in other countries, provisions are established for taxes likely to be levied on disposal gains by the state in 
which the property is located. Potential disposal gains generally represent the difference between the purchase costs or the property’s current 
market value and the carrying amount for tax purposes in accordance with the tax laws of the country concerned. Typical transaction costs 
incurred in connection with the sale of properties are taken into account.
 
Tax reduction opportunities under the tax laws of the country in which the property is located are taken into account based on existing losses 
eligible for offset up to the amount of the tax payable on the disposal gain. No additional amounts are recognized above and beyond this even if 
the losses exceed the deferred tax liabilities. The same procedure also basically applies to properties located in other countries that are held by 
real estate companies. However, if the sale of the real estate company together with the property is considered to be significantly more likely, 
the value of the equity interest may be discounted to take account of deferred tax liabilities.

5. Information on transparency and the total expense ratio

5.1 Total expense ratio 
The total expense ratio is the ratio of all of the costs incurred and payments made by the fund (excluding transaction 
costs) over the course of the year to its average net asset value; this figure must be shown as a percentage. No fund 
management or depositary fees were charged to the fund. KanAm Grund Kapitalverwaltungsgesellschaft mbH covered 
all costs required to be included in the calculation of the total expense ratio, including auditing expenses. 0.00%

5.2 The Fund Rules do not provide for a performance fee. The additional management fee for the acquisition, disposal, 
or management of assets (in particular transactionbased remuneration) as a percentage of the average net asset 
value amounts to: 1.98%

5.3 The Fund Rules do not provide for a flat fee.

5.4 The investment company does not receive any reimbursements of the fees paid and expenses refunded to the de
positary and third parties from the investment fund assets.

5.5 The investment company pays significant trail commission to brokers from the fee paid to it by the fund.

5.6 No frontend charges or redemption discounts were charged to the fund for the acquisition and redemption of in
vestment units.

5.7 Since leading cities invest does not hold any investment units, no management fee was charged for these.

5.8 No other income was received or other expenses incurred in the past fiscal year. EUR 0.00

5.9 Transaction costs 
Total incidental acquisition costs (transaction costs) and costs relating to the sale of assets.

 EUR 1,885,024.99
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6. Information on employee remuneration

6.1 Total employee remuneration paid by the investment company in the past fiscal year 1) €61 THOUSAND

6.2 of which fixed remuneration €41 THOUSAND

6.3 of which variable remuneration €20 THOUSAND

6.4 Average number of employees in the investment company 78 EMPLOYEES

6.5 Amount of carried interest paid €0 THOUSAND

6.6 Total remuneration paid by the investment company to risk takers in the past fiscal year 1) €30 THOUSAND

6.7 of which management staff €30 THOUSAND

6.8 of which other risk takers €0 THOUSAND

7. Information on material changes in accordance with section 101(3) no. 3 of the KAGB

7.1 Proportion of less-liquid assets subject to special arrangements 0.00%

7.2 Information on new liquidity management rules in accordance with section 300(1) no. 2 of the KAGB

7.3 Information on the risk profile in accordance with section 300(1) no. 2 of the KAGB
See the risk profile on page 12 and the general risks described in the Sales Prospectus.

7.4 Information on changes to the maximum level of leverage, section 300(2) no. 1 of the KAGB
There were no changes to the maximum permitted level of leverage in the reporting period.

7.5 Leverage according to the gross method expressed as a percentage of the original maximum amount 2.50

7.6 Actual leverage according to the gross method 1.34

7.7 Leverage according to the commitment method expressed as a percentage of the original maximum amount 2.50

7.8 Actual leverage according to the commitment method 1.34

7.9 Further information required to understand this report
KanAm Grund Kapitalverwaltungsgesellschaft mbH uses a risk management system in the course of its risk management process, which con-
sists of risk identification, risk assessment, risk valuation, risk communication, and risk management.

The risk management system comprises various techniques and methods that ensure risk management at the different management levels of 
the assets and the fund.

The key methods and processes used in the risk management system are as follows:
•  Scenario modeling: This is used for all types of risk in the fund and across all risk categories. It helps to compute both risk and stress scenarios 

in the risk management system. For each type of risk, scenarios are run at the level of the assets based on the key value drivers, market trends, 
and assessment sensitivities in order to identify, assess, and monitor the fund’s sensitivity. In the case of liquidity risk, analyses are performed 
on the basis of a maturity ladder, taking into account all key transactions affecting liquidity. The realizability of assets is included in the analyses.

•  Limits and early warning system: The risk profile is capped with the help of a limit system. In addition, risk and early warning indicators for 
all major types of fund risk are monitored continuously using an early warning system so that changes to the risk profile can be identified 
at an early stage and countermeasures taken.

•  Self-assessment: This helps to ensure that all risks are captured in full in the risk management system. In addition to regular quantitative 
scenario assessments, the system enables individual risks belonging to all risk types to be identified.

•  Simulation technology: This can help to determine the impact of a large number of potential future developments on the value of the 
properties or the fund. Simulation technology allows the key risk drivers, the sensitivity, and the valuation logic of the assets to be 
taken into account.

•  Credit checks and monitoring: Credit checks and the ongoing monitoring of the credit quality of the fund’s main counterparties (tenants 
and financial counterparties) help to track the latters’ ability to pay and hence reveal any changes to the fund’s counterparty credit risk.

•  Stress tests: These determine the impact of extraordinary changes in value or changes in the context of the valuation on the fund. Stress 
tests are performed at regular intervals.

The results of the risk management system are presented in a comprehensive risk report that provides a transparent overview of the current 
risk situation and of changes in the fund’s risk profile as part of the management process, and that triggers risk management measures. Risk 
reports are prepared at regular intervals and on an ad hoc basis in the case of material changes.

1)  The amounts disclosed represent the proportion of the remuneration expenses incurred in the past fiscal year and attributable to the fund, expressed in relation to the total 
average gross fund assets under management in the fiscal year.
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AUDITORS’ REPORT

To KanAm Grund Kapitalverwaltungsgesellschaft mbH,  
Frankfurt am Main 
KanAm Grund Kapitalverwaltungsgesellschaft mbH, Frankfurt 
am Main, engaged us to audit the Annual Report of leading cities 
invest for the fiscal year from January 1, 2014, to December 31, 
2014, in accordance with section 102 of the »Kapitalanlage
gesetzbuch« (KAGB – German Investment Code).

Responsibility of the management
The preparation of the Annual Report in accordance with the 
KAGB and Delegated Regulation (EU) No. 231/2013 is the respon
sibility of the management of the management company.

Auditors’ responsibility
Our responsibility is to express an opinion on this Annual Report 
based on our audit.

We have conducted our audit in accordance with section 102 of 
the KAGB and generally accepted standards for the audit of finan
cial statements promulgated by the »Institut der Wirtschafts
prüfer« (IDW). Those standards require that we plan and perform 
the audit such that misstatements materially affecting the An
nual Report are detected with reasonable assurance. Knowledge 
of the management of the investment fund and evaluations of 
possible misstatements are taken into account in the determina
tion of audit procedures.

The effectiveness of the accountingrelated internal control sys
tem and the evidence supporting the disclosures in the Annual 
Report are examined primarily on a test basis within the frame
work of the audit. The audit includes assessing the accounting 
principles used for the Annual Report and significant estimates 
made by the management of the management company. We 
believe that our audit provides a reasonable basis for our opinion.

Audit opinion
In our opinion, based on the findings of our audit, the Annual Re
port for the fiscal year from January 1, 2014, to December 31, 2014, 
complies with the legal requirements.

Munich, April 10, 2015

Deutsche Baurevision GmbH 
Wirtschaftsprüfungsgesellschaft

Dirnaichner Cullmann 
Wirtschaftsprüfer Wirtschaftsprüfer
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TAX INFORMATION

Summary of Important Tax Regulations for Investors
The following information on tax regulations only applies to 
investors with unlimited tax liability in Germany. Foreign inves-
tors are advised to contact their tax advisor prior to acquiring 
units in the investment fund described in this Annual Report in 
order to clarify the potential tax consequences of such an in-
vestment in their respective countries of residence on an indi-
vidual basis.

As a special purpose fund, the investment fund is exempt from 
corporation tax and trade tax. For units held as private assets, 
however, the taxable income from the investment fund is treat-
ed as income from capital investments and is subject to income 
tax if this income, together with the investor’s other invest-
ment income, exceeds the annual lump-sum savings allowance 
of EUR 801 (for single persons or married couples assessed 
separately) or EUR 1,602 (for married couples assessed jointly).

25% tax is generally withheld on income from capital invest-
ments (plus the solidarity surcharge and church tax, if applica-
ble). Income from capital investments also includes the income 
distributed by the investment fund, deemed distributed income, 
and interim profits, as well as gains from the purchase and sale 
of fund units.

As the tax withheld is generally definitive for private investors 
(flat tax), income from capital investments does not, as a rule, 
have to be disclosed in the investor’s income tax return. When 
withholding the tax, the custodian, as a matter of principle, off-
sets any losses and credits foreign withholding taxes.

However, the tax withheld is not definitive if, among other 
things, the investor’s personal tax rate is lower than the 25% 
flat tax rate. In this case, income from capital investments may 
be disclosed in the income tax return. The tax office will apply 
the lower personal tax rate and count the tax withheld towards 
the investor’s tax liability (»Günstigerprüfung« – most favorable 
tax treatment).

If no tax has been withheld on income from capital investments 
(for example because a gain on the sale of fund units is gener-
ated in a foreign securities account), this income must be dis-
closed in the tax return. This income from capital investments 
is then also subject to the 25% flat tax rate or to the lower per-
sonal tax rate in the course of the assessment.

Units held as business assets are treated as operating income for 
tax purposes. Tax legislation requires a differentiated approach to 
the income components in order to calculate the amount of tax-
able income or income subject to investment income tax.

Units Held as Private Assets (German Tax Residents)
Domestic rental income, interest, dividends (particularly from 
real estate corporations), other income, and gains from the sale 
of domestic real estate within ten years of acquisition
25% tax is generally withheld on income (domestic rental in-
come, dividends, interest, other income) that is distributed or 
retained and on gains from the sale of domestic real estate 
within ten years of acquisition in the case of domestic custody 
(plus the solidarity surcharge and church tax, if applicable). 

No tax needs to be withheld if the investor is a German tax 
resident and submits an exemption instruction, provided that 
the taxable income components do not exceed EUR 801 for 
assessments as single persons or EUR 1,602 for married cou-
ples assessed jointly.

The same also applies if a non-assessment certificate is sub-
mitted.

If domestic investors hold the units of an investment fund that 
has been classified for tax purposes as a distributing fund in a 
German securities account at the Company or a credit institution 
(custody), the respective custodian, as the paying agent, will not 
withhold any tax provided that, prior to the specified distribu-
tion date, it receives either an official exemption instruction for 
a sufficient amount or a non-assessment certificate issued by 
the tax office for a maximum of three years. In this case, the 
entire distribution is credited to the investor without deduction.

In respect of taxes withheld for an accumulating investment 
fund, the investment fund will make the investment income tax 
plus the maximum surtaxes incurred (solidarity surcharge and 
church tax) available to the custodians. As in the case of dis-
tributed income, the custodians will take into account an inves-
tor’s personal circumstances when withholding tax, so that any 
church tax can be remitted in particular. Any amounts that the 
investment fund has made available to the custodians and that 
do not have to be remitted are reimbursed.

If investors hold their units in a custody account at a German 
credit institution or a German investment company and submit 
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an exemption instruction for a sufficient amount or a non-as-
sessment certificate to their custodian prior to the end of the 
investment fund’s financial year, the amount made available to 
the custodians is credited to their account.

If investors fail to submit an exemption instruction or non-assess-
ment certificate, or fail to submit it in good time, on application 
they will receive a tax certificate from their custodian showing 
the tax withheld and remitted and the solidarity surcharge. In-
vestors can then offset the tax withheld against their tax liabili-
ty in the course of their personal income tax assessment.

If units in distributing investment funds are not held in a cus-
tody account and the investor presents coupons to a German 
credit institution (self-custody), tax is withheld at 25% plus the 
solidarity surcharge.

In the view of the tax authorities, dividends paid by foreign (real 
estate) corporations cannot, as qualifying intercompany divi-
dends, be tax-free.

Gains from the sale of domestic and foreign real estate  
acquired more than ten years previously
Gains from the sale of domestic and foreign real estate not 
falling within the ten-year holding period that are generated at 
the investment fund level are always tax-free for the investor.

Foreign rental income and gains from the sale of foreign real 
estate within ten years of acquisition
Foreign rental income and gains from the sale of foreign real 
estate in respect of which Germany has waived taxation under 
a double taxation agreement (exemption method) are tax-free 
(general rule). The tax-free income also has no effect on the 
applicable tax rate (no »Progressionsvorbehalt« – application of 
the progression clause).

If, exceptionally, the tax credit method has been agreed in the 
relevant double taxation agreement or no double taxation 
agreement has been signed, the information on the treatment 
of gains from the sale of domestic real estate within ten years 
of acquisition applies, with the necessary modifications. The 
taxes paid in the relevant countries of origin may be offset 
against German income tax where appropriate, insofar as the 
taxes paid have not already been claimed as income-related 
expenses at the level of the investment fund.

Gains from the sale of securities, gains from forward transac-
tions, and income from option premiums 
Gains from the sale of shares, equity-equivalent profit partici-
pation rights and investment units, gains from forward trans-
actions, and income from option premiums generated at the 
investment fund level are not recognized at the level of the in-
vestor unless they are distributed. Moreover, gains from the 
sale of the capital claims listed in section 1(3) sentence 3 num-
ber 1 letters a) to f) of the »Investmentsteuergesetz« (InvStG – 
German Investment Tax Act) are not recognized at the level of 
the investor if they are not distributed.

These include the following capital claims:

a capital claims that have an issue yield,

b)  »normal« bonds and unsecuritized receivables with a fixed 
coupon as well as down-rating bonds, floaters, and reverse 
floaters,

c)  risk certificates that track a share price or a published index 
for a large number of shares 1:1,

d)  equity-linked bonds, exchangeable bonds, and convertible 
bonds,

e)  flat income bonds and profit participation rights classified 
as debt instruments, and

f) bonds cum warrants.

If gains from the sale of the above-mentioned securities/capital 
claims, gains from forward transactions, and income from option 
premiums are distributed, they are taxable; 25% tax is withheld 
if the units are held in a domestic custody account (plus the soli-
darity surcharge and church tax, if applicable).

Gains from the sale of capital claims that are not included in the 
above list must be treated in the same way as interest for tax 
purposes.
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Income from equity interests in domestic and foreign real  
estate partnerships
Income from equity interests in domestic and foreign real es-
tate partnerships must be reported for tax purposes at invest-
ment fund level at the end of the tax year of the partnership 
concerned. It must be measured in accordance with general tax 
principles.

Negative taxable income 
If, after negative income has been offset against similar positive 
income at investment fund level, a negative overall amount is 
produced, this is carried forward at investment fund level. It can 
be offset against similar future positive taxable income at invest-
ment fund level in subsequent periods. Negative taxable income 
may not be allocated directly to investors. This means that such 
negative amounts will only be reflected in investors’ income tax 
assessments in the assessment period (tax year) in which the 
investment fund’s fiscal year ends, or in which the distribution 
for the investment fund’s fiscal year for which the negative tax-
able income has been offset at investment fund level takes 
place. It is not possible for the negative income to be taken into 
account in earlier income tax assessments for investors. 

Return of capital distributions
Return of capital distributions (e.g., in the form of development 
project interest) are not taxable.

However, return of capital distributions that investors receive 
during their period of ownership must be added to the taxable 
net income from the sale of fund units, i.e., they increase the 
taxable profit.

Disposal gains at investor level
If units in an investment fund are sold by a private investor, 
the disposal gain is subject to the 25% flat tax. If the units are 
held in a domestic securities account, the custodian withholds 
the tax. The 25% tax (plus the solidarity surcharge and church 
tax, if applicable) need not be withheld if a sufficient exemp-
tion instruction or a non-assessment certificate is submitted. 
If such units are sold by a private investor at a loss, the loss 
may be offset against other positive investment income. If the 
units are held in a German custody account and positive in-
come has been generated from investments held with the 
same custodian in the same calendar year, the custodian off-
sets the loss.

In calculating the disposal gains, the interim profits at the 
time of acquisition must be deducted from the acquisition costs, 
and the interim profits at the time of disposal must be de-
ducted from the disposal price, so that interim profits are not 
taxed twice (see below). The retained income that the inves-
tor has already taxed must also be deducted from the disposal 
price, so that double taxation is also avoided in this respect.

Gains from the sale of fund units are tax-free insofar as they 
relate to income that is tax-free under double taxation agree-
ments, that accrued to the fund during the holding period, and 
that has not yet been recognized at the investor level (gain 
from real estate for the proportionate period of ownership).

The investment company publishes the gains from real estate 
on each valuation date as a percentage of the value of the 
investment unit.

Units Held as Business Assets (German Tax Residents)
Domestic rental income, interest and similar income
Domestic rental income and interest and similar income are 
generally taxable for business investors.1) This applies regard-
less of whether this income is reinvested or distributed.

Tax need only not be withheld, or withheld tax can only be re-
funded, upon presentation of a corresponding non-assessment 
certificate. Otherwise, the investor receives a tax certificate 
documenting the tax withheld.

Foreign rental income
Germany generally exempts rental income from foreign real 
estate from taxation (exemption due to a double taxation 
agreement). However, investors that are not incorporated enti-
ties are subject to the progression clause.

If, exceptionally, the tax credit method has been agreed in the 
relevant double taxation agreement or no double taxation 
agreement has been signed, income tax paid in the relevant 
countries of origin may be offset against German income tax or 
corporation tax where appropriate, insofar as the taxes paid 
have not already been claimed as income-related expenses at 
the level of the investment fund.

1)  Pursuant to section 2(2a) of the InvStG, the taxable interest must be taken into 
account in relation to the earnings stripping rule in accordance with section 4h of 
the »Einkommenssteuergesetz« (EStG – Income Tax Act).
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Gains from the sale of domestic and foreign real estate
Retained gains generated at fund level from the disposal of 
domestic and foreign real estate sold more than ten years after 
acquisition of the property are of no significance for tax pur-
poses at investor level. Gains only become taxable upon distri-
bution, whereby Germany generally does not tax foreign gains 
(exemption due to a double taxation agreement).

Gains from the sale of domestic and foreign real estate within 
the ten-year holding period, whether retained or distributed, 
are taxable at the investor level. Gains from the sale of domes-
tic real estate are fully taxable.

Germany generally exempts gains from the sale of foreign real 
estate from taxation (exemption due to a double taxation 
agreement). However, investors that are not incorporated enti-
ties are subject to the progression clause.

If, exceptionally, the tax credit method has been agreed in the 
relevant double taxation agreement or no double taxation 
agreement has been signed, income tax paid in the relevant 
countries of origin may be offset against German income tax or 
corporation tax where appropriate, insofar as the taxes paid 
have not already been claimed as income-related expenses at 
the level of the investment fund.

Tax need only not be withheld, or withheld tax can only be re-
funded, upon presentation of a corresponding non-assessment 
certificate. Otherwise, the investor receives a tax certificate 
documenting the tax withheld.

Gains from the sale of securities, gains from forward transac-
tions, and income from option premiums
Gains from the sale of shares, equity-equivalent profit partici-
pation rights and investment units, gains from forward trans-
actions, and income from option premiums are of no signifi-
cance for tax purposes to investors if they are retained. 
Moreover, gains from the sale of the capital claims listed below 
are not recognized at the level of the investor if they are not 
distributed:

a) capital claims that have an issue yield,

b)  »normal« bonds and unsecuritized receivables with a fixed 
coupon as well as down-rating bonds, floaters, and reverse 
floaters,

c)  risk certificates that track a share price or a published index 
for a large number of shares 1:1,

d)  equity-linked bonds, exchangeable bonds, and convertible 
bonds,

e)  flat income bonds and profit participation rights classified 
as debt instruments, and

f) bonds cum warrants.

If these gains are distributed, they are taxable at the investor 
level. Gains from the sale of shares are fully 2) tax-free for in-
vestors that are incorporated entities, or 40% tax-free for other 
business investors such as sole proprietorships (partial income 
method). By contrast, disposal gains from bonds/capital claims, 
gains from forward transactions, and income from option pre-
miums are fully taxable.

Income from the sale of capital claims that are not included in 
the above-mentioned list must be treated in the same way as 
interest for tax purposes.

Distributed disposal gains on securities, distributed gains on 
forward transactions, and distributed income from option pre-
miums are subject to withholding tax (25% investment income 
tax plus the solidarity surcharge). However, the paying agent 
does not withhold any tax in particular if the investor is a cor-
poration with unlimited tax liability or if the investment income 
represents operating income of a domestic business and this is 
declared to the paying agent by the creditor of the investment 
income in an official form.

2)  5% of the disposal gains from shares are considered a non-deductible business 
expense for incorporated entities and are therefore taxable.
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Domestic and foreign dividends (particularly from real estate 
corporations)
Dividends paid by domestic and foreign (real estate) corpora-
tions that are distributed or deemed to have accrued on units 
held as business assets are taxable for incorporated entities. In 
the case of sole proprietorships, 40% of this income – with the 
exception of dividends in accordance with the »REIT-Gesetz« 
(German REIT Act) – is tax-free (partial income method).

Domestic dividends are subject to withholding tax (25% invest-
ment income tax plus the solidarity surcharge).

Foreign dividends are generally subject to withholding tax (25% 
investment income tax plus the solidarity surcharge). However, 
the paying agent does not withhold any tax in particular if the 
investor is a corporation with unlimited tax liability (whereby 
corporations as defined by section 1(1) no. 4 and 5 of the 
»Körperschaftsteuergesetz« (KStG – German Corporation Tax 
Act) must submit a certificate from their tax office to the pay-
ing agent) or the foreign dividends represent operating income 
of a domestic business and this is declared to the paying agent 
by the creditor of the investment income in an official form.

The partially income tax-free and corporation tax-free dividend 
income of investors subject to trade tax must be added back, 
rather than deducted, when calculating their trade income.

In the view of the tax authorities, dividends paid by foreign (real 
estate) corporations can, as qualifying intercompany dividends, 
only be fully tax-free if the investor is a company (corporation) 
as defined in the corresponding double taxation agreement and 
a sufficiently high overall (intercompany) interest is attribut-
able to it.

Income from equity interests in domestic and foreign real  
estate partnerships
Income from equity interests in domestic and foreign real es-
tate partnerships must be reported for tax purposes at invest-
ment fund level at the end of the tax year of the partnership 
concerned. It must be measured in accordance with general tax 
principles.

Negative taxable income
If, after negative income has been offset against similar posi-
tive income at investment fund level, a negative overall amount 
is produced, this is carried forward at investment fund level for 
tax purposes. It can be offset against similar future positive 
taxable income at investment fund level in subsequent periods. 
Negative taxable income may not be allocated directly to inves-
tors. This means that such negative amounts will only be re-
flected in investors’ income or corporation tax assessments in 
the assessment period (tax year) in which the investment 
fund’s fiscal year ends, or in which the distribution for the in-
vestment fund’s fiscal year for which the negative taxable in-
come is offset at investment fund level takes place. It is not 
possible for the negative income to be taken into account in 
earlier income or corporation tax assessments for investors. 

Return of Capital Distributions 
Return of capital distributions (e.g., in the form of development 
project interest) are not taxable. For investors required to pre-
pare financial statements, this means that the return of capital 
distributions must be recognized in income in the financial ac-
counts and an offsetting liability must be expensed in the tax 
accounts, thus effectively reducing the historical acquisition 
cost without affecting tax. Alternatively, the amortized cost 
may be reduced by the proportionate amount of the return of 
capital distribution.

Disposal Gains at Investor Level
Furthermore, as a rule gains from the sale of units held as busi-
ness assets are tax-free 3) for incorporated entities if they con-
sist of dividends that have not yet accrued or been deemed to 
have accrued, and realized or unrealized investment fund gains 
from domestic and foreign shares or (real estate) corporations, 
to the extent that these dividends and gains are tax-free when 
allocated to investors (gains from shares). 40% of these gains 
on disposal are tax-free for sole proprietorships.

The Company publishes the gains from shares on each valua-
tion date as a percentage of the value of the investment unit.  
It publishes two separate figures for gains from shares – for 
incorporated entities and for sole proprietorships.

3)  5% of the tax-free disposal gains are considered a non-deductible business ex-
pense for incorporated entities and are therefore taxable.
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In addition, gains from the sale of units are tax-free insofar  
as they relate to income that accrued to the investment fund 
during the holding period, that has not yet been recognized at 
the investor level, and that is tax-free under double taxation 
agreements (gain from real estate for the proportionate period 
of ownership). Such gains consist of foreign rental income that 
has not yet accrued or been deemed to have accrued, and real-
ized or unrealized fund gains from foreign real estate, insofar 
as Germany has waived taxation.

The Company publishes the gains from real estate on each val-
uation date as a percentage of the unit value of the investment 
fund.

Non-residents for Tax Purposes
If a non-resident for tax purposes holds units in a distributing 
investment fund in a securities account at a German custodian 
(custody), no tax is withheld on interest and similar income, 
disposal gains on securities, gains on forward transactions, and 
foreign dividends if the investor furnishes proof of his or her 
non-resident status for tax purposes. If the respective custo dian 
bank is unaware of the investor’s non-resident status or if 
proof of this status is not furnished in good time, the foreign 
investor is required to apply for reimbursement of the tax with-
held in accordance with section 37(2) of the »Abgabenordnung« 
(AO – German Tax Code) to the tax office at the place of busi-
ness of the custodian.

If a foreign investor holds units of an accumulating investment 
fund in a securities account at a German custodian, no tax is 
retained provided that the investor provides proof of his or her 
non-resident status for tax purposes, unless it relates to do-
mestic dividends or domestic rental income. If the application 
for reimbursement is made too late, the investor may apply for 
reimbursement in accordance with section 37(2) of the AO even 
after the income is retained, as in the case where proof of 
non-resident status is furnished too late by investors holding 
units of distributing funds.

By contrast, tax is withheld in the case of domestic dividends 
and domestic rental income. The extent to which this withheld 
tax may be offset or reimbursed for a foreign investor depends 
on the double taxation agreement between the investor’s 
country of residence and the Federal Republic of Germany. The 
Bundeszentralamt für Steuern (BZSt – Federal Central Office of 

Taxation) in Bonn is responsible for reimbursements of invest-
ment income tax on domestic dividends and domestic rental in-
come in accordance with double taxation agreements.

Solidarity Surcharge 
A 5.5% solidarity surcharge is levied on the withheld tax to be 
remitted when the investment fund distributes or reinvests 
income. The solidarity surcharge can be offset against the in-
vestor’s income tax or corporation tax liability.

If no tax is withheld or if tax withheld is reimbursed where in-
come is retained, no solidarity surcharge need be remitted or 
the solidarity surcharge withheld is reimbursed.

Church Tax
If income tax is already levied via the tax withheld by a German 
custodian (withholding agent), the church tax payable on this is 
levied as a surcharge to the tax withheld in accordance with the 
church tax rate for the religious community to which the person 
subject to church tax belongs. To this end, persons subject to 
church tax must inform the withholding agent in a written ap-
plication that they are a member of a particular religion. In the 
application, married couples must also declare the proportion  
of the spouses’ entire investment income constituted by the 
investment income attributable to each spouse, so that the 
church tax can be allocated, withheld, and remitted on this 
basis. If no allocation ratio is indicated, the allocation is made 
on a per capita basis. The deductibility of church tax as a spe-
cial personal deduction is already recognized as reducing the 
tax burden when the tax is withheld.

Foreign Withholding Tax
Withholding tax on the investment fund’s foreign income is 
retained in some cases in the country of origin.

The investment company may deduct the creditable withhold-
ing tax in the same way as an income-related expense at the 
level of the investment fund. In this case, the foreign withhold-
ing tax cannot be offset or deducted at investor level.

If the investment company does not exercise its option to de-
duct the foreign withholding tax at investment fund level, the 
creditable withholding tax will be recognized as reducing the 
tax to be withheld.
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Equalization Paid
Those portions of the issuing price attributable to income for 
issued units that are eligible for inclusion in the distribution 
(equalization paid procedure) are to be treated in the same way 
for taxation purposes as the income to which these portions of 
the issuing price are attributable.

Separate Determination of Profits, External Audits
The bases for tax assessment calculated at investment fund 
level must be determined separately in each case. For this pur-
pose, the investment company must submit a statement illus-
trating the determination of the bases for tax assessment 
(»Feststellungserklarung«) to the responsible tax office. Changes 
to the statements – for example, as a result of an external tax 
audit (section 11(3) of the InvStG) by the tax authorities – take 
effect in the fiscal year in which the amended statement became 
non-contestable. The amended statement is then allocated to 
investors for tax purposes at the end of this fiscal year or on the 
date on which the distribution for this fiscal year is made.

This means that the financial effects – which may be either 
positive or negative – of correcting errors impact those inves-
tors holding units in the investment fund at the time at which 
the errors are corrected.

Taxation of Interim Profits
Interim profits consist of income contained in the issuing or 
redemption price for interest received or accrued as well as 
gains from the sale of capital claims not listed in section 1(3) 
sentence 3 number 1 letters a) to f) of the InvStG that have not 
yet been distributed or retained by the fund and are therefore 
not yet taxable for the investor (roughly comparable to accrued 
profits on fixed-income securities). Interim profits generated by 
the investment fund are subject to income tax when units are 
redeemed or sold by German tax residents. 25% tax is withheld 
on interim profits (plus solidarity surcharge and church tax, if 
applicable).

Private investors can deduct interim profits paid on the pur-
chase of units as negative income for income tax purposes in 
the year of payment if an equalization paid item has been rec-
ognized and if reference is made to this in both the publication 
of interim profits and the tax data to be attested by the tax 
advisors. They are already recognized as reducing the tax bur-
den when the tax is withheld. If the interim profits are not pub-
lished, 6% of the payment made in connection with the redemp-
tion or sale of the investment unit must be recognized as 

interim profits per annum. In the case of business investors, 
the interim profits paid are a dependent component of the cost 
of acquisition, which may not be adjusted. If investment units 
are redeemed or sold, the interim profits received represent a 
dependent component of the sale proceeds. No adjustment 
may be made.

Interim profits may also be ascertained regularly from the ac-
count and income statements issued by the custodian bank.

Effects of the Merger of Investment Funds
The merger of a domestic investment fund with another do-
mestic investment fund does not result in the realization of 
hidden reserves either at investor level or at the level of the 
investment funds concerned, i.e., this process is tax-neutral. 
The same applies to the transfer of all assets of a domestic 
investment fund to a domestic investment stock corporation 
or a subpool of assets belonging to a domestic investment 
stock corporation. If the investors in the transferring invest-
ment fund receive a cash payment within the meaning of sec-
tion 190 of the »Kapitalanlagegesetzbuch« (KAGB – German 
Investment Code), this must be treated as a distribution of 
other income. Income generated by the transferring invest-
ment fund that has not yet been distributed will be attributed 
to investors for tax purposes as deemed distributed income as 
of the transfer date.

Classification as Transparent, Semi-transparent, and 
Non-transparent Funds for Tax Purposes
The taxation principles outlined above (transparent taxation  
for investment funds within the meaning of the »Investment-
steuergesetz« (InvStG – German Investment Tax Act)) only 
apply if the investment fund concerned falls under the InvStG’s 
grandfather clause. To qualify for this, the investment fund 
must have been launched before December 23, 2013, and must 
comply with the investment provisions and borrowing limits 
under the former »Investmentgesetz« (InvG – German Invest-
ment Act). Alternatively, or at the latest when the grandfather 
period ends, the investment fund must comply with the tax- 
related investment provisions under the InvStG – i.e., the princi-
ples according to which the investment fund may invest in 
order to be treated as an investment fund for tax purposes. In 
addition, in both cases, all bases for tax assessment must be 
disclosed as specified in section 5(1) of the InvStG in keeping 
with the notification requirement for tax purposes. If the fund 
has acquired units in other investment funds, the taxation prin-
ciples outlined above likewise only apply if (i) the target fund in 
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question either falls under the InvStG’s grandfather clauses or 
complies with the tax-related investment provisions under the 
InvStG and (ii) the management company complies with the 
notification requirements for tax purposes for those target 
funds.

The Company endeavors to comply with the tax-related invest-
ment provisions or, in the case of the grandfather clause, the 
investment provisions and borrowing limits under the InvG and 
to disclose all information available to it about the bases for tax 
assessment. 

However, no guarantee can be given that the notification re-
quirement will be fulfilled, especially if the investment fund has 
acquired units in investment funds and the management com-
pany for such a fund does not fulfill the notification require-
ments for tax purposes. In this case, the distributions and the 
interim profits and 70% of the increase in value in the most re-
cent calendar year based on the units in the investment fund 
(but at least 6% of the redemption price) will be classified as 
taxable income at the level of the fund. Furthermore, the Com-
pany endeavors to disclose other bases for tax assessment not 
covered by the requirements of section 5(1) of the InvStG (in 
particular, gains from shares, gains from real estate, and in-
terim profits).

If the investment provisions and borrowing limits under the for-
mer InvG or the tax-related investment provisions under the 
InvStG are not observed, the investment fund must be treated 
as an investment company. Taxation is based on the principles 
for investment companies (sections 18 and 19 of the InvStG).

EU Savings Tax Directive/German Interest  
Information Regulation
The »Zinsinformationsverordnung« (ZIV – German Interest In-
formation Regulation), which implements Council Directive 
2003/48/EC of June 3, 2003, OJ EU no. L 157 p. 38, is designed to 
ensure the effective cross-border taxation of interest income 
accruing to natural persons within the territory of the European 
Union. The European Union has entered into agreements that 
largely correspond to the EU Savings Tax Directive with a num-
ber of third-party states (and in particular with Switzerland, 
Liechtenstein, the Channel Islands, Monaco, and Andorra).

Under these agreements, interest income that is credited by a 
German credit institution (which to this extent acts as a paying 
agent) to a natural person living in another country in Europe or 

in certain third-party states is reported by the German credit 
institution as a matter of principle to the Bundeszentralamt fur 
Steuern (Federal Central Office of Taxation) and by the latter 
ultimately to the foreign tax offices in the person’s country of 
residence.

Correspondingly, interest income received by natural persons  
in Germany from credit institutions located in other European 
countries or certain third-party states is ultimately reported by 
the foreign credit institutions to the German tax office at the 
person’s place of residence. Alternatively, certain foreign states 
retain withholding taxes that can be offset in Germany if an 
appropriate certificate is submitted.

In concrete terms, therefore, this affects private investors resi-
dent in the European Union and in the third-party countries 
that have acceded to the Directive who maintain securities ac-
counts or current accounts in another EU country and generate 
interest income.

Among other places, Luxembourg and Switzerland have under-
taken to retain a withholding tax of 35% on interest income. 
Investors receive a certificate as part of the tax documentation 
that they can use to offset the withholding tax deducted when 
filing their income tax returns.

Alternatively, private investors can elect to be exempted from 
having the tax withheld abroad by issuing a voluntary disclo-
sure authorization for their interest income to the foreign credit 
institutions; this permits the institution concerned to refrain 
from withholding tax and instead to report the income to the 
tax authorities specified in the legislation.

According to the ZIV, the investment company must specify for 
each domestic and foreign fund whether it is subject to the ZIV 
(»in scope«) or not (»out of scope«).

The ZIV contains two material investment thresholds to assist 
in this assessment:

If a maximum of 15% of the fund assets consist of receivables 
as defined by the ZIV, the paying agents, which ultimately refer 
to the data reported by the investment company, do not have 
to submit reports to the Bundeszentralamt fur Steuern. Other-
wise, exceeding the 15% threshold triggers a requirement on the 
part of the paying agents to disclose the interest portion of the 
dividend to the Bundeszentralamt fur Steuern.
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If the 25% threshold is exceeded, the interest portion contained 
in the redemption or sale of the fund units must be disclosed. If 
the fund is a distributing fund, the interest portion contained in 
the dividend must also be reported to the Bundeszentralamt 
fur Steuern. If the fund is an accumulating fund, a disclosure is 
logically only made when fund units are redeemed or sold.

Property Purchase Tax
The sale of units in the investment fund does not give rise to 
any property purchase tax.

Limited Tax Liability in Austria
On September 1, 2003, the »Immobilien-Investmentfonds-
gesetz« (ImmoInvFG – Austrian Real Estate Investment Fund 
Act) came into effect in Austria. This act introduced a limited 
tax liability in respect of the gains generated from Austrian real 
estate by foreign investors in open-ended real estate funds. 
Tax is levied on current rental profits and on the appreciation in 
value of the Austrian real estate as revealed by the annual val-
uation. This limited tax liability applies to individual investors 
who are neither domiciled nor have their habitual residence in 
Austria (in the case of corporations, which are neither head-
quartered in nor managed from Austria). For natural persons, 
the rate of tax on this income in Austria is 25%. If the investor’s 
taxable income in Austria amounts to no more than EUR 2,000 
per calendar year, the investor is not required to submit a tax 
return, and the income remains tax-free. If this limit is exceed-
ed or if a demand to this effect is issued by the responsible 
Austrian tax office, a tax return must be filed in Austria. For 
corporations, the tax rate in Austria is 25%. There is no statu-
tory allowance for corporations as there is for natural persons. 
Tax office 1/23 in Vienna is responsible for taxation.

No income subject to limited tax liability was generated in 
Austria in the reporting period.

French 3% Tax 
Since January 1, 2008, real estate funds have been subject to  
a special French tax (known as the »French 3% tax«), which is 
levied annually on the market value of properties located in 
France. The French law provides for the exemption from the 3% 
tax for French real estate funds and comparable foreign funds. 
In the opinion of the French tax authorities, German real estate 
funds are not comparable in principle with French real estate 
funds, meaning that they are not exempt in principle from the 
3% tax.

In order to be exempt from this tax, the French tax authorities 
are of the opinion that leading cities invest must issue an annu-
al return specifying its French properties on January 1 of each 
year and disclosing the names of those unit holders who held 
1% or more of the fund as of January 1 of each year.

Thus, investors who held at least 349 units in leading cities in-
vest as of January 1, 2014, must be named.

So that the investment fund can comply with its obligation to 
submit a return and thus avoid the French 3% tax being levied, 
investors whose interest in leading cities invest amounted to or 
exceeded 1% on January 1 are asked to send the investment 
company (address: KanAm Grund Kapitalverwaltungs-
gesellschaft mbH, Abteilung Steuern, MesseTurm, 60308 Frank-
furt, Germany) a written declaration to this effect and to con-
sent to this being forwarded together with their name, address, 
and the size of their investment to the French tax authorities.

This disclosure has no financial repercussions for investors, nor 
does it require them to file a return with or inform the French 
tax authorities personally, if they held less than 5% of the in-
vestment fund on January 1 of the year in question and this is 
the only investment they have in French property.

If on January 1 of the year in question the holding of the inves-
tor concerned amounted to or exceeded 5%, or if the investor 
holds additional properties in France either indirectly or directly, 
the investor may be liable for tax in its own right on account of 
its investment in French real estate and must ensure that it is 
exempted from taxation by providing the French tax authorities 
with its own return.

However, various groups of investors may be covered by general 
exemptions; for example, natural persons and listed companies 
are exempted from the 3% tax. In these cases, no separate re-
turn need be submitted. For more information on a potential 
obligation to submit a return, we recommend that you contact a 
French tax advisor.
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Notice:

The information concerning taxation is based on the legal posi-
tion as it is known to stand at present. It is intended for those 
persons with unlimited income or corporation tax liability in 
Germany. However, no assurance can be given that the tax 
treatment will not change as a result of legislation, court rul-
ings, external audits, or decrees issued by the tax authorities.

Details of the taxation of the investment fund’s income are 
published in the annual reports.

Legal and Tax Risk 
Where changes have to be made to incorrect bases of taxation 
for the fund for past fiscal years (e.g., as a result of external tax 
audits), this can lead – in the case of a correction with negative 

tax consequences for investors – to investors having to bear 
the tax burden arising from the correction for previous fiscal 
years even if they were not invested in the fund at the time. 
Conversely, the situation may arise for investors in which they 
no longer benefit from a positive tax correction for the current 
and past fiscal years in which they were invested in the fund 
because they have redeemed or sold their units before the cor-
rection is made. In addition, corrections to tax data may result 
in taxable income and tax benefits being effectively assessed 
for tax purposes in a different assessment period than that 
actually applicable, which may have negative effects on individ-
ual investors.
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01/03/2014 0.01
01/04/2014 0.00
01/07/2014 0.00
01/08/2014 0.00
01/09/2014 0.00
01/10/2014 0.00
01/11/2014 0.00
01/14/2014 0.01
01/15/2014 0.01
01/16/2014 0.01
01/17/2014 0.01
01/18/2014 0.01
01/21/2014 0.01
01/22/2014 0.01
01/23/2014 0.01
01/24/2014 0.01
01/25/2014 0.01
01/28/2014 0.01
01/29/2014 0.01
01/30/2014 0.01
01/31/2014 0.01
02/01/2014 0.01
02/04/2014 0.01
02/05/2014 0.01
02/06/2014 0.01
02/07/2014 0.01
02/08/2014 0.01
02/11/2014 0.02
02/12/2014 0.02
02/13/2014 0.02
02/14/2014 0.02
02/15/2014 0.02
02/18/2014 0.02
02/19/2014 0.02
02/20/2014 0.02
02/21/2014 0.02
02/22/2014 0.02
02/25/2014 0.02
02/26/2014 0.02
02/27/2014 0.02
02/28/2014 0.02
03/01/2014 0.02
03/04/2014 0.02

03/05/2014 0.02
03/06/2014 0.02
03/07/2014 0.02
03/08/2014 0.02
03/11/2014 0.02
03/12/2014 0.02
03/13/2014 0.02
03/14/2014 0.02
03/15/2014 0.02
03/18/2014 0.02
03/19/2014 0.02
03/20/2014 0.03
03/21/2014 0.03
03/22/2014 0.03
03/25/2014 0.03
03/26/2014 0.03
03/27/2014 0.03
03/28/2014 0.03
03/29/2014 0.03
04/01/2014 0.03
04/02/2014 0.03
04/03/2014 0.03
04/04/2014 0.03
04/05/2014 0.01
04/08/2014 0.01
04/09/2014 0.01
04/10/2014 0.01
04/11/2014 0.01
04/12/2014 0.01
04/15/2014 0.01
04/16/2014 0.02
04/17/2014 0.02
04/18/2014 0.02
04/23/2014 0.02
04/24/2014 0.02
04/25/2014 0.02
04/26/2014 0.02
04/29/2014 0.02
04/30/2014 0.02
05/01/2014 0.02
05/03/2014 0.02
05/06/2014 0.02
05/07/2014 0.02

05/08/2014 0.02
05/09/2014 0.02
05/10/2014 0.02
05/13/2014 0.02
05/14/2014 0.02
05/15/2014 0.02
05/16/2014 0.02
05/17/2014 0.02
05/20/2014 0.02
05/21/2014 0.02
05/22/2014 0.02
05/23/2014 0.02
05/24/2014 0.02
05/27/2014 0.02
05/28/2014 0.02
05/29/2014 0.02
05/31/2014 0.03
06/03/2014 0.03
06/04/2014 0.03
06/05/2014 0.03
06/06/2014 0.03
06/07/2014 0.03
06/11/2014 0.03
06/12/2014 0.03
06/13/2014 0.03
06/14/2014 0.03
06/17/2014 0.03
06/18/2014 0.03
06/19/2014 0.03
06/21/2014 0.03
06/24/2014 0.03
06/25/2014 0.03
06/26/2014 0.03
06/27/2014 0.03
06/28/2014 0.03
07/01/2014 0.03
07/02/2014 0.03
07/03/2014 0.03
07/04/2014 0.03
07/05/2014 0.03
07/08/2014 0.03
07/09/2014 0.03
07/10/2014 0.03

07/11/2014 0.03
07/12/2014 0.03
07/15/2014 0.03
07/16/2014 0.03
07/17/2014 0.03
07/18/2014 0.03
07/19/2014 0.03
07/22/2014 0.03
07/23/2014 0.03
07/24/2014 0.03
07/25/2014 0.03
07/26/2014 0.03
07/29/2014 0.03
07/30/2014 0.03
07/31/2014 0.03
08/01/2014 0.03
08/02/2014 0.02
08/05/2014 0.02
08/06/2014 0.02
08/07/2014 0.02
08/08/2014 0.02
08/09/2014 0.02
08/12/2014 0.02
08/13/2014 0.02
08/14/2014 0.02
08/15/2014 0.02
08/16/2014 0.02
08/19/2014 0.02
08/20/2014 0.02
08/21/2014 0.02
08/22/2014 0.02
08/23/2014 0.02
08/26/2014 0.02
08/27/2014 0.02
08/28/2014 0.02
08/29/2014 0.02
08/30/2014 0.02
09/02/2014 0.02
09/03/2014 0.02
09/04/2014 0.02
09/05/2014 0.02
09/06/2014 0.02
09/09/2014 0.02

09/10/2014 0.02
09/11/2014 0.02
09/12/2014 0.02
09/13/2014 0.02
09/16/2014 0.02
09/17/2014 0.02
09/18/2014 0.02
09/19/2014 0.02
09/20/2014 0.02
09/23/2014 0.02
09/24/2014 0.02
09/25/2014 0.02
09/26/2014 0.02
09/27/2014 0.02
09/30/2014 0.02
10/01/2014 0.02
10/02/2014 0.02
10/03/2014 0.02
10/07/2014 0.02
10/08/2014 0.02
10/09/2014 0.02
10/10/2014 0.02
10/11/2014 0.02
10/14/2014 0.02
10/15/2014 0.02
10/16/2014 0.02
10/17/2014 0.02
10/18/2014 0.02
10/21/2014 0.02
10/22/2014 0.02
10/23/2014 0.02
10/24/2014 0.02
10/25/2014 0.02
10/28/2014 0.02
10/29/2014 0.02
10/30/2014 0.02
10/31/2014 0.02
11/01/2014 0.02
11/04/2014 0.02
11/05/2014 0.02
11/06/2014 0.02
11/07/2014 0.02
11/08/2014 0.02

11/11/2014 0.02
11/12/2014 0.02
11/13/2014 0.02
11/14/2014 0.02
11/15/2014 0.02
11/18/2014 0.02
11/19/2014 0.02
11/20/2014 0.02
11/21/2014 0.02
11/22/2014 0.02
11/25/2014 0.02
11/26/2014 0.02
11/27/2014 0.02
11/28/2014 0.02
11/29/2014 0.02
12/02/2014 0.02
12/03/2014 0.02
12/04/2014 0.02
12/05/2014 0.02
12/06/2014 0.02
12/09/2014 0.02
12/10/2014 0.02
12/11/2014 0.02
12/12/2014 0.02
12/13/2014 0.01
12/16/2014 0.01
12/17/2014 0.01
12/18/2014 0.01
12/19/2014 0.01
12/20/2014 0.01
12/23/2014 0.01
12/24/2014 0.01
12/30/2014 0.01
12/31/2014 0.01

 Pricing Per unit 
 date from EUR 

 Pricing Per unit 
 date from EUR 

 Pricing Per unit 
 date from EUR 

 Pricing Per unit 
 date from EUR 

 Pricing Per unit 
 date from EUR 

 Pricing Per unit 
 date from EUR 

INTERIM PROFITS SUBJECT TO INCOME TAX FROM JANUARY 1, 2014, TO DECEMBER 31, 2014 
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GAINS FROM REAL ESTATE AND EQUITIES FROM JANUARY 1, 2014, TO DECEMBER 31, 2014  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

07/08/2014 0.48 – –
07/09/2014 0.50 – –
07/10/2014 0.51 – –
07/11/2014 0.52 – –
07/12/2014 0.52 – –
07/15/2014 0.53 – –
07/16/2014 0.56 – –
07/17/2014 0.56 – –
07/18/2014 0.57 – –
07/19/2014 0.58 – –
07/22/2014 0.59 – –
07/23/2014 0.61 – –
07/24/2014 0.62 – –
07/25/2014 0.62 – –
07/26/2014 0.63 – –
07/29/2014 0.64 – –
07/30/2014 0.66 – –
07/31/2014 0.67 – –
08/01/2014 0.68 – –
08/02/2014 0.68 – –
08/05/2014 0.69 – –
08/06/2014 0.70 – –
08/07/2014 0.71 – –
08/08/2014 0.71 – –
08/09/2014 0.72 – –
08/12/2014 0.72 – –
08/13/2014 0.73 – –
08/14/2014 0.73 – –
08/15/2014 0.74 – –
08/16/2014 0.74 – –
08/19/2014 0.75 – –
08/20/2014 0.76 – –
08/21/2014 0.76 – –
08/22/2014 0.77 – –
08/23/2014 0.77 – –
08/26/2014 0.78 – –
08/27/2014 0.79 – –
08/28/2014 0.80 – –
08/29/2014 0.80 – –
08/30/2014 0.80 – –
09/02/2014 0.81 – –
09/03/2014 0.82 – –
09/04/2014 0.83 – –
09/05/2014 0.83 – –
09/06/2014 0.84 – –
09/09/2014 0.84 – –
09/10/2014 0.85 – –
09/11/2014 0.86 – –
09/12/2014 0.86 – –
09/13/2014 0.87 – –
09/16/2014 0.87 – –
09/17/2014 0.89 – –
09/18/2014 0.89 – –
09/19/2014 0.90 – –
09/20/2014 0.90 – –
09/23/2014 0.90 – –
09/24/2014 0.92 – –
09/25/2014 0.92 – –
09/26/2014 0.93 – –
09/27/2014 0.93 – –
09/30/2014 0.94 – –
10/01/2014 0.95 – –
10/02/2014 0.95 – –

10/03/2014 0.96 – –
10/07/2014 0.96 – –
10/08/2014 0.98 – –
10/09/2014 0.98 – –
10/10/2014 0.99 – –
10/11/2014 0.99 – –
10/14/2014 1.00 – –
10/15/2014 1.01 – –
10/16/2014 1.02 – –
10/17/2014 1.02 – –
10/18/2014 1.02 – –
10/21/2014 1.03 – –
10/22/2014 1.04 – –
10/23/2014 1.05 – –
10/24/2014 1.05 – –
10/25/2014 1.05 – –
10/28/2014 1.06 – –
10/29/2014 1.07 – –
10/30/2014 1.08 – –
10/31/2014 1.08 – –
11/01/2014 1.09 – –
11/04/2014 1.09 – –
11/05/2014 1.10 – –
11/06/2014 1.11 – –
11/07/2014 1.11 – –
11/08/2014 1.12 – –
11/11/2014 1.12 – –
11/12/2014 1.13 – –
11/13/2014 1.14 – –
11/14/2014 1.14 – –
11/15/2014 1.15 – –
11/18/2014 1.15 – –
11/19/2014 1.17 – –
11/20/2014 1.17 – –
11/21/2014 1.18 – –
11/22/2014 1.18 – –
11/25/2014 1.18 – –
11/26/2014 1.19 – –
11/27/2014 1.23 – –
11/28/2014 1.24 – –
11/29/2014 3.43 – –
12/02/2014 3.44 – –
12/03/2014 3.48 – –
12/04/2014 3.49 – –
12/05/2014 3.50 – –
12/06/2014 3.51 – –
12/09/2014 3.52 – –
12/10/2014 3.53 – –
12/11/2014 3.54 – –
12/12/2014 3.55 – –
12/13/2014 3.56 – –
12/16/2014 3.57 – –
12/17/2014 3.60 – –
12/18/2014 3.61 – –
12/19/2014 3.61 – –
12/20/2014 3.63 – –
12/23/2014 3.64 – –
12/24/2014 3.67 – –
12/30/2014 3.68 – –
12/31/2014 3.86 – –

01/03/2014 – – –
01/04/2014 – – –
01/07/2014 – – –
01/08/2014 – – –
01/09/2014 – – –
01/10/2014 – – –
01/11/2014 – – –
01/14/2014 – – –
01/15/2014 – – –
01/16/2014 – – –
01/17/2014 – – –
01/18/2014 – – –
01/21/2014 – – –
01/22/2014 – – –
01/23/2014 – – –
01/24/2014 – – –
01/25/2014 – – –
01/28/2014 – – –
01/29/2014 – – –
01/30/2014 – – –
01/31/2014 – – –
02/01/2014 – – –
02/04/2014 – – –
02/05/2014 – – –
02/06/2014 – – –
02/07/2014 – – –
02/08/2014 – – –
02/11/2014 – – –
02/12/2014 – – –
02/13/2014 – – –
02/14/2014 – – –
02/15/2014 – – –
02/18/2014 – – –
02/19/2014 – – –
02/20/2014 – – –
02/21/2014 – – –
02/22/2014 – – –
02/25/2014 – – –
02/26/2014 – – –
02/27/2014 – – –
02/28/2014 – – –
03/01/2014 – – –
03/04/2014 – – –
03/05/2014 – – –
03/06/2014 – – –
03/07/2014 – – –
03/08/2014 – – –
03/11/2014 – – –
03/12/2014 – – –
03/13/2014 – – –
03/14/2014 – – –
03/15/2014 – – –
03/18/2014 – – –
03/19/2014 – – –
03/20/2014 – – –
03/21/2014 – – –
03/22/2014 – – –
03/25/2014 – – –
03/26/2014 – – –
03/27/2014 – – –
03/28/2014 – – –
03/29/2014 – – –
04/01/2014 – – –

04/02/2014 – – –
04/03/2014 – – –
04/04/2014 – – –
04/05/2014 – – –
04/08/2014 – – –
04/09/2014 – – –
04/10/2014 – – –
04/11/2014 – – –
04/12/2014 – – –
04/15/2014 – – –
04/16/2014 – – –
04/17/2014 – – –
04/18/2014 – – –
04/23/2014 – – –
04/24/2014 – – –
04/25/2014 – – –
04/26/2014 – – –
04/29/2014 – – –
04/30/2014 – – –
05/01/2014 – – –
05/03/2014 – – –
05/06/2014 – – –
05/07/2014 – – –
05/08/2014 – – –
05/09/2014 – – –
05/10/2014 – – –
05/13/2014 – – –
05/14/2014 0.03 – –
05/15/2014 0.04 – –
05/16/2014 0.05 – –
05/17/2014 0.05 – –
05/20/2014 0.06 – –
05/21/2014 0.09 – –
05/22/2014 0.10 – –
05/23/2014 0.11 – –
05/24/2014 0.12 – –
05/27/2014 0.13 – –
05/28/2014 0.15 – –
05/29/2014 0.16 – –
05/31/2014 0.17 – –
06/03/2014 0.19 – –
06/04/2014 0.22 – –
06/05/2014 0.23 – –
06/06/2014 0.23 – –
06/07/2014 0.24 – –
06/11/2014 0.25 – –
06/12/2014 0.28 – –
06/13/2014 0.29 – –
06/14/2014 0.30 – –
06/17/2014 0.31 – –
06/18/2014 0.33 – –
06/19/2014 0.34 – –
06/21/2014 0.35 – –
06/24/2014 0.37 – –
06/25/2014 0.39 – –
06/26/2014 0.40 – –
06/27/2014 0.41 – –
06/28/2014 0.41 – –
07/01/2014 0.42 – –
07/02/2014 0.45 – –
07/03/2014 0.45 – –
07/04/2014 0.46 – –
07/05/2014 0.47 – –
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DISCLOSURES BY IN ACCORDANCE WITH SECTION 5(1)  
SENTENCE 1 NOS. 1 AND 2 OF THE InvSTG ON THE FINAL DISTRIBUTION ON MAY 5, 2015

Disclosure in accordance with section 5(1) sentence 1 no. 3 of the InvStG (German Investment Tax Act) Disclosures on 
distributed income 

(no. 1)
EUR

Corresponding disclo-
sures on deemed distrib-

uted income (no. 2)
EUR

Total
EUR

a) Distribution amount incl. foreign withholding tax/amount retained 1) (distributed) (retained)

for unit certificates held as private assets 1.1500 1.1500

for unit certificates held as business assets (section 3 no. 40 of the EStG) 1.1500 1.1500

for unit certificates held as business assets (section 8b of the KStG) 1.1500 1.1500

for unit certificates held as business assets (section 8b(7+8) of the KStG) 1.1500 1.1500

(Cash distribution) (1.1500) 1.1500

aa) Deemed distributed income from previous years included in the distribution 3) 0.0000

bb) Return of capital payments included in the distribution 0.0000

b) Distributed income/deemed distributed income 2) 0.7556 2a) 1.1211 1.8767

c) Included in distributed and deemed distributed income

aa) Income as defined in section 2(2) sentence 1 of the InvStG in conjunction with section 3 no. 40 of the 
EStG or, in the case of section 16 of the InvStG, in conjunction with section 8b(1) of the KStG 4), 5) 0.0000 0.0000 0.0000

bb) Capital gains as defined by section 2(2) sentence 2 of the InvStG in conjunction with section 8b(2) of the 
KStG or section 3 no. 40 of the EStG 4), 6) 0.0000 0.0000 0.0000

cc) Income as defined in section 2(2a) of the InvStG 0.0289 0.0000 0.0289

dd) Tax-free capital gains as defined by section 2(3) no. 1 sentence 1 of the InvStG in the version applicable 
on Dec. 31, 2008 0.0000 0.0000 0.0000

ee) Income as defined in section 2(3) no. 1 sentence 2 of the InvStG in the version applicable on Dec. 31, 
2008, insofar as the income is not investment income as defined in section 20 of the EStG 0.0000 0.0000 0.0000

ff) Tax-free capital gains as defined by section 2(3) of the InvStG in the version applicable as of Jan. 1, 2009 0.0000 0.0000 0.0000

gg) Income as defined in section 4(1) of the InvStG

for unit certificates held as private assets 7) 0.7267 0.0865 0.8132

for unit certificates held as business assets (section 3 no. 40 of the EStG) 7) 0.7267 0.0865 0.8132

for unit certificates held as business assets (section 8b of the KStG) 7) 0.7267 0.0865 0.8132

for unit certificates held as business assets (section 8b(7+8) of the KStG) 7) 0.7267 0.0865 0.8132

of which relating to income in accordance with section 3 no. 40 of the EStG and section 8b of the KStG 0.0000 0.0000 0.0000

of which relating to income not regulated by section 3 no. 40 of the EStG and section 8b of the KStG 0.7267 0.0865 0.8132

hh) Income contained in letter gg) that is not subject to the progression clause 0.7267 0.0865 0.8132

ii) Income as defined in section 4(2) of the InvStG for which no deduction under section 4(4) has been made

for unit certificates held as private assets 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 0.0000 0.0000

jj) Income contained in letter ii) to which section 2(2) of the InvStG in conjunction with section 8b(2) of the 
KStG or section 3 no. 40 of the EStG or, in the case of section 16 of the InvStG, in conjunction with section 
8b(1) of the KStG is to be applied

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

kk) Income contained in letter ii) as defined in section 4(2) of the InvStG giving rise to an entitlement to 
credit tax deemed to have been paid against income or corporation tax in accordance with an agreement 
to avoid double taxation 0.0000 0.0000 0.0000

II) Income contained in letter kk) to which section 2(2) of the InvStG in conjunction with section 8b(2) of the 
KStG or section 3 no. 40 of the EStG or, in the case of section 16 of the InvStG, in conjunction with section 
8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

mm) Income as defined in section 21(22) sentence 4 of the InvStG in conjunction with section 8b(1) of the KStG 0.0000 0.0000 0.0000

nn) Income contained in letter ii) as defined in section 21(22) sentence 4 of the InvStG to which section 2(2) of the 
InvStG in the version applicable on Mar. 20, 2013, in conjunction with section 8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

oo) Income contained in letter kk) as defined in section 21(22) sentence 4 of the InvStG to which section 2(2) of the 
InvStG in the version applicable on Mar. 20, 2013, in conjunction with section 8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

d) Portion of distribution founding an entitlement to the crediting of investment income tax

aa) as defined in section 7(1) and (2) of the InvStG

for unit certificates held as private assets 9) 0.0289 0.0000 0.0289

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0289 0.0000 0.0289

for unit certificates held as business assets (section 8b of the KStG) 0.0289 0.0000 0.0289

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0289 0.0000 0.0289
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TAX INFORMATION AS OF DECEMBER 31, 2014  •  Facts and Figures

Disclosure in accordance with section 5(1) sentence 1 no. 3 of the InvStG (German Investment Tax Act) Disclosures on 
distributed income 

(no. 1)
EUR

Corresponding disclo-
sures on deemed distrib-

uted income (no. 2)
EUR

Total
EUR

bb) as defined in section 7(3) sentence 1 no. 1 of the InvStG

for unit certificates held as private assets 9) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 0.0000 0.0000

bb) as defined in section 7(3) sentence 1 no. 2 of the InvStG

for unit certificates held as private assets 9) 0.0000 1.0347 1.0347

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 1.0347 1.0347

for unit certificates held as business assets (section 8b of the KStG) 0.0000 1.0347 1.0347

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 1.0347 1.0347

cc) as defined in section 7(1) sentence 4 of the InvStG, insofar as included in letter aa)

for unit certificates held as private assets 9) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 0.0000 0.0000

e) Amount of withholding tax on dividend income to be credited or reimbursed (repealed)

f) Amount of foreign taxes payable on the income as defined in section 4(2) of the InvStG contained in the 
distributed income  and

aa) creditable in accordance with section 4(2) of the InvStG in conjunction with section 32d(5) or section 
34c(1) of the EStG or an agreement to avoid double taxation if no deduction was made in accordance 
with section 4(4) of the InvStG

for unit certificates held as private assets 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 0.0000 0.0000

bb) contained in letter aa) and attributable to income to which section 2(2) of the InvStG in conjunction with 
section 8b(2) of the KStG or section 3 no. 40 of the EStG or, in the case of section 16 of the InvStG, in 
conjunction with section 8b(1) of the KStG is to be applied

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

cc) deductible in accordance with section 4(2) of the InvStG in conjunction with section 34c(3) of the EStG, if 
no deduction was made in accordance with section 4(4) of the InvStG

for unit certificates held as private assets 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 3 no. 40 of the EStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b of the KStG) 0.0000 0.0000 0.0000

for unit certificates held as business assets (section 8b(7+8) of the KStG) 0.0000 0.0000 0.0000

dd) contained in letter cc) and attributable to income to which section 2(2) of the InvStG in conjunction with 
section 8b(2) of the KStG or section 3 no. 40 of the EStG or, in the case of section 16 of the InvStG, in 
conjunction with section 8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

ee) deemed to have been paid in accordance with an agreement to avoid double taxation and creditable in 
accordance with section 4(2) of the InvStG in conjunction with this agreement 0.0000 0.0000 0.0000

ff) contained in letter ee) and attributable to income to which section 2(2) of the InvStG in conjunction with 
section 8b(2) of the KStG or section 3 no. 40 of the EstG or, in the case of section 16 of the InvStG, in 
conjunction with section 8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

gg) contained in letter aa) and attributable to income as defined in section 21(22) sentence 4 of the InvStG 
to which section 2(2) of the InvStG in the version applicable on Mar. 20, 2013, in conjunction with section 
8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

hh) contained in letter cc) and attributable to income as defined in section 21(22) sentence 4 of the InvStG to 
which section 2(2) of the InvStG in the version applicable on Mar. 20, 2013, in conjunction with section 
8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

ii) contained in letter ee) and attributable to income as defined in section 21(22) sentence 4 of the InvStG to 
which section 2(2) of the InvStG in the version applicable on Mar. 20, 2013, in conjunction with section 
8b(1) of the KStG is to be applied 0.0000 0.0000 0.0000

g) Amount of depreciation or depletion as defined in section 3(3) sentence 1 of the InvStG 8) 0.3944 0.0000 0.3944

h) Withholding tax paid in the fiscal year, reduced by reimbursed withholding tax for the fiscal year or earlier 
fiscal years 0.0000 0.0000 0.0000

Adden-
dum

Amount of non-deductible income-related expenses in accordance with section 3(3)  
sentence 2 no. 2 of the InvStG 0.0000 0.0000
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NOTES TO THE BASES FOR TAXATION

1)  The distribution amount includes creditable and deductible 
foreign withholding taxes.

2)  The stated amount includes the taxable income of the in-
vestment fund calculated in accordance with section 3 of 
the InvStG. This amount includes income that is fully tax-
able for investors as well as income that comes under sec-
tion 2(2) and (3) of the InvStG and under section 4(1) and (2) 
of the InvStG. However, deemed distributed income from 
previous years contained in the distribution is not included.

2a)  The reported non-deductible income-related expenses as 
defined in section 3(3) sentence 2 no. 2 of the InvStG are 
included in the deemed distributed income. See also the 
Circular from the Federal Ministry of Finance (BMF) dated 
August 18, 2009, margin note 60.

3)  The amount disclosed is the income calculated in accor-
dance with tax provisions.

4)  The stated amount corresponds to 100% of the income sub-
ject to section 3 no. 40 of the EStG minus 100% of the income- 
related or business expenses attributable to section 3c(2) of 
the EStG. The amount includes taxable income but not tax-
free income in accordance with section 4(1) of the InvStG. 
Insofar as income is already covered by section 4(1) of the 
InvStG, it is not included again under section 5(1) sentence 1 
no. 1 c), aa) and bb) of the InvStG to avoid the exemption at 
the level of the investor being applied twice.

5)  The stated amount corresponds to 100% of the income  
subject to section 8b(1) of the KStG minus 100% of the in-
come-related or business expenses attributable to section 
3c(1) of the EStG. The prohibition on the application of sec-
tion 3c(1) of the EStG by section 8b(5) of the KStG is over-
ruled by section 3(3) no. 4 of the InvStG. The amount  
includes taxable income but not tax-free income in accor-
dance with section 4(1) of the InvStG. Insofar as income is 
already covered by section 4(1) of the InvStG, it is not includ-
ed again under section 5(1) sentence 1 no. 1 c), aa) and bb) 
of the InvStG to avoid the exemption at the level of the in-
vestor being applied twice.

6)  The stated amount corresponds to the disposal gains (net 
amount) to be exempted in accordance with section 8b(2) of 
the KStG. Section 8b(3) of the KStG must be applied to this 
amount. The amount includes taxable income but not tax-
free income in accordance with section 4(1) of the InvStG. 
Insofar as income is already covered by section 4(1) of the 
InvStG, it is not included again under section 5(1) sentence 1 
no. 1 c), aa) and bb) of the InvStG to avoid the exemption at 
the level of the investor being applied twice.

7)  The amount stated is the amount of income to be exempted 
from taxation under section 4(1) of the InvStG.

8)  The stated amount includes the depreciation factored into 
the calculation of taxable income held as business assets, 
and the depreciation factored into the calculation of tax-
free income subject to the progression clause.

9)  The stated amounts correspond to the basis of calculation 
to be applied for investment income tax. Exceptions may 
apply to specific investors in individual cases (for example 
due to non-assessment certificates).
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TAX INFORMATION AS OF DECEMBER 31, 2014  •  Facts and Figures

CERTIFICATION IN ACCORDANCE WITH SECTION 5(1) SENTENCE 1 NO. 3 OF THE INVSTG ON THE 
AUDIT OF THE TAX INFORMATION FOR THE LEADING CITIES INVEST FUND FOR THE PERIOD FROM 
JANUARY 1, 2014 TO DECEMBER 31, 2014

To KanAm Grund Kapitalverwaltungsgesellschaft mbH (herein-
after referred to as the Company):

The Company appointed us to establish, in accordance with sec-
tion 5(1) sentence 1 no. 3 of the »Investmentsteuergesetz«  
(InvStG – German Investment Tax Act), whether the information 
to be published by the Company for the fund in accordance with 
section 5(1) sentence 1 nos. 1 and 2 for the specified period was 
determined in line with the provisions of German tax law.

The determination of the tax information in accordance with 
section 5(1) sentence 1 nos. 1 and 2 of the InvStG in conjunction 
with the provisions of German tax law is the responsibility of the 
Company’s legal representatives. Determination is based on the 
books/records and the annual report in accordance with section 
44(1) of the »Investmentgesetz« (InvG – German Investment 
Act) and section 101(1) of the »Kapitalanlagesetzbuch« (KAGB – 
German Investment Code) for the relevant period. The tax infor-
mation comprises a reconciliation as required by the provisions 
of German tax law and an overview of certain tax information in 
accordance with section 5(1) sentence 1 nos. 1 and 2 of the InvStG 
that is required to be disclosed. If the Company has invested 
funds in units in other investment funds (target funds), it applies 
this tax information to these target funds.

Our responsibility is to express an opinion, based on our audit, 
as to whether the information the Company is required to pub-
lish in accordance with the provisions of the InvStG was deter-
mined in accordance with the provisions of German tax law. Our 
audit was based on the books/records audited by an auditor in 
accordance with section 44(5) of the InvG and section 102 of the 
KAGB and on the audited Annual Report. Our opinion extends to 
the reconciliation based on these documents and the informa-
tion intended for publication. Our audit extends in particular to 
the tax classification of investments, income and expenses, 
including their classification as income-related expenses, and to 
other tax records. Insofar as the Company has invested funds in 
units of target funds, our audit was limited to checking whether 
the tax information made available for these target funds to the 
Company by third parties was correctly adopted in accordance 
with the certifications supplied. We did not audit the correspond-
ing tax information. Figures from equalization accounting were 
included in the Annual Report and in the tax information.

We conducted our audit in accordance with the generally accept-
ed standards for the audit of financial statements promulgated 
by the Institüt der Wirtschaftsprüfer (IDW), with the appropriate 
modifications. Those standards require that we plan and per-
form our audit such that we can assess with reasonable assur-
ance whether the information in accordance with section 5(1) 
sentence 1 nos. 1 and 2 of the InvStG is free of material mis-
statements. Knowledge of the management of the investment 
fund and evaluations of possible misstatements are taken into 
account in the determination of audit procedures. The effective-
ness of the internal control system for the determination of 
information in accordance with section 5(1) sentence 1 nos. 1 
and 2 of the InvStG and the evidence supporting the tax infor-
mation are examined primarily on a test basis within the frame-
work of the audit.

The audit also includes assessing the Company’s interpretation 
of the tax laws applied. No objection may be raised to the inter-
pretation selected by the Company if this interpretation could 
reasonably be supported in each case by explanatory memo-
randa, court rulings, relevant specialist literature, and published 
opinions of the fiscal authorities. Your attention is drawn to the 
fact that future legal developments or in particular new insights 
resulting from court rulings could necessitate a different as-
sessment of the interpretation adopted by the Company.

We believe that our audit provides a reasonable basis for our 
opinion.

On this basis, we certify to the Company in accordance with 
section 5(1) sentence 1 no. 3 of the InvStG that the information 
in accordance with section 5(1) sentence 1 nos. 1 and 2 of the 
InvStG was determined in accordance with the provisions of 
German tax law.

Munich, April 10, 2015

Deutsche Baurevision GmbH  
Wirtschaftsprüfungsgesellschaft 
Roth  Keller 
Steuerberater Steuerberaterin
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Note:  
No conclusions about future performance can be drawn from past returns and 
tax-free portions. This English version of the Annual Report is a convenience 
translation only. The original German version is the sole legally binding text.
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