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INTRODUCTION
This informational document (the ―Information Circular‖) was prepared by
Immobiliare Grande Distribuzione – Società di Investimento Immobiliare Quotata
S.p.A. (―IGD‖ or the ―Company‖) pursant to and in accordance with Article 5 of the
Regulation adopted by Consob in resolution n. 17221 of 12 March 2010 relating to
transactions with related parties, as subsequently amended (the ―Consob Regulation‖),
referred to in Articles 11.1 and 14.7 of IGD’s Procedure for Related Party Transactions
(the ―Procedure‖).
The Information Circular was drawn up in order to provide information on the purchase
by Immobiliare Grande Distribuzione – Società di Investimento Immobiliare Quotata
S.p.A. (―IGD‖ or the ―Company‖) of the entire share capital of Punta di Ferro S.r.l.
(―Punta di Ferro") from UnipolSai Assicurazioni S.p.A. (―UnipolSai‖) for €127.9
million, net of taxes and transaction costs (subject to adjustments as explained in section
2.1.B).
Punta di Ferro's assets mainly consist of:
(i) the mall of the "puntadiferro" shopping center in Forlì (Emilia Romagna), which
for the purpose of determining the sale price was assigned a market value of
€124.5 million, and
(ii) net cash and cash equivalents and current assets.
On 2 December 2015, IGD signed a preliminary contract with UnipolSai for the
purchase of 100% of Punta di Ferro’s share capital (the ―Transaction‖).
As a result of the amendments made voluntarily by the Board of Directors on 6 August
2015, the Procedure is now applicable to material transactions carried out with
companies of the Unipol Group and, pursuant to Art. 14.4 of the Procedure, the
Transaction is now subject to the provisions relating to material transactions
On 2 December 2015, therefore, the Transaction was approved by IGD’s Board of
Directors after the Company’s Committee for Related Party Transactions (the
―Committee‖) expressed a favorable opinion of the Transaction, finding the
Transaction to be in the Company’s best interest and the terms and conditions to be fair
and substantively correct.
The Information Circular was made available to the public at IGD’s registered office,
Borsa Italiana S.p.A., on the authorized storage platform, www.emarketstorage.com and
on IGD’s website (www.gruppoigd.it).
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1.

NOTICES

Risks connected to the potential conflicts of interest arising from the Transaction
On 6 August 2015 the Board of Directors, after the Committee expressed a favorable
opinion, resolved to change the Procedure in order to voluntarily broaden the scope of
the Procedure to include material transactions with companies of the Unipol Group,
namely Unipol Gruppo Finanziario S.p.A. and the companies included in the
consolidated financial statements of Unipol Gruppo Finanziario S.p.A.
As the counterparty in the Transaction is UnipolSai – a Unipol Group company –
pursuant to Art. 14.4 of the Procedure, the Transaction is subject to the procedures
established for ―material‖ related party transactions as described in section 2.8 below.
The Committee, therefore, was provided with complete information about the
Transaction in a timely manner from all the corporate functions and voted unanimously
to approve the Transaction, finding it to be in the Company’s best interest and the terms
and conditions to be fair and substantively correct.
Please note that: (i) the Chief Executive Officer, Claudio Albertini, is an executive of
the UnipolSai Group; (ii) the Director Elio Gasperoni is Vice Chairman of Unipol
Banca S.p.A.’s Board of Directors; (iii) the Independent Director Milva Carletti is a
member of UnipolSai’s Board of Directors.
2.

Information about the Transaction

2.1

Description of the Transaction’s characteristics, structure, terms and
conditions

On 20 November 2015, IGD presented UnipolSai with an irrevocable offer for the
purchase of Punta di Ferro for €127.9 million plus taxes. The offer was subject to the
following suspensive conditions: (i) definitive approval of the transaction by IGD's
Board of Directors and the Committee, and (ii) positive outcome of the good faith
negotiation between IGD and UnipolSai of a preliminary contract for the purchase and
sale of the entire share capital of Punta di Ferro (the ―Preliminary Contract‖),
containing terms and conditions in line with current market practice for similar
transactions. On 23 November 2015, UnipolSai notified IGD that it had accepted the
offer.
On 2 December 2015 IGD's Board of Directors approved the Preliminary Contract with
UnipolSai for the purchase of Punta di Ferro for €127.9 million plus taxes and
transaction costs (subject to the adjustments described in B) below) .
Punta di Ferro is an Italian limited liability company with registered office at Via
Stalingrado 45 in Bologna (BO), share capital €87,202,911.16 fully paid in, listed in the
Bologna Companies Register with tax identification and VAT no. 03159270408.
Punta di Ferro's assets consist mainly of:
(i) the mall of the puntadiferro shopping center in Forlì (Emilia Romagna), which
for the purpose of determining the sale price was assigned a market value of
€124.5 million, and
(ii) net cash and cash equivalents and current assets.
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The Transaction is scheduled to close on 16 December 2015.
A.

Puntadiferro mall

Punta di Ferro owns the retail shopping mall (the ―Mall‖) of the puntadiferro Shopping
Center in Forlì (Emilia Romagna), along with the corresponding licenses, and operates
primarily in the mall's promotion and management.
For the purpose of determining the sale price, IGD and UnipolSai assigned the Mall a
market value of €124.5 million.
In addition, on 23 November 2015, IGD hired REAG - Real Estate Advisory Group
S.p.A., a major independent property consulting firm, to assess the mall's market value
as of 23 November 2015 (the "Appraisal"), following the latest version of the Appraisal
and Valuation Standards of the UK's Royal Institute of Chartered Surveyors (RICS). On
30 November 2015, REAG presented its Appraisal (Annex A) indicating a market value
for the mall of €125 million, which is consistent with the €124.5 million assigned by the
parties when determining the price of the sale.
Key figures for the mall are presented below.

PUNTA DI FERRO MALL Piazza della Cooperazione 4 - FORLÌ
Mall inside the "puntadiferro" shopping center, which also contains the hypermarket ―Conad Superstore,‖
owned by third parties (approx. 12,625 sqm GLA).
Gross Leasable Area (sqm)

21,223

Gross theoretical revenue* (€/million)

7.7

Gross revenue per square meter (€)

362

Net theoretical revenue** (€/million)

7.2

Net revenue per square meter (€)

340

Market value assigned in the preliminary contract for the purpose
of determining the sale price (€/million)

124.5

Market value at 23 November 2015 (net of acquisition costs),
estimated by REAG (€/million)

125

Net theoretical initial yield (based on value assigned for the
purpose of the determining the sale price)

5.8%

Gross theoretical initial yield (based on value assigned for the
purpose of the determining the sale price)

6.2%

Gross floor area (sqm)

42,477

No. of units

97***

No. of parking spaces

2,854

* Gross theoretical revenue: MGR + variable revenue + temporary + vacant at market rate.
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** Net theoretical revenue: gross revenue net of local property tax, insurance and non-recoverable costs
(excluding capex, management costs and remarketing fees).
*** 7 midsize stores, 9 food & beverage outlets and 81 shops.

The mall also has the following characteristics, of particular interest to IGD:
•

dominant position in its catchment area, thanks also to excellent visibility and
accessibility;

•

outstanding performance indicators: 4.7 million visitors in 2014, occupancy rate
around 99% and occupancy cost ratio of 11.5%;

•

average sales volume of tenants above €3,500 per sqm;

•

optimal merchandising and tenant mix, with popular brands like H&M, Unieuro,
Deichmann, Conbipel, Mondadori, Stradivarius, Max&Co and Alcott;

•

significant catchment area with purchasing power more than 20% higher than
the Italian average (1);

•

strategic relevance for the geographical coverage of the Group, which owns and
operates several shopping centers in nearby cities such as Ravenna, Faenza,
Cesena, Rimini and Bologna;

•

concept and format in line with current market demands, thanks to its recent
opening (April 2011).

B.

Determination of the sale price

The parties have agreed to price the entire share capital of Punta di Ferro according to
the formula below:
A – B + C – (C – B * 20%)
where ―A" is Punta di Ferro's net equity at 31 December 2014,
―B‖ is the book value of the mall at 31 December 2014 and
―C‖ is the market value assigned to mall by the parties (fixed and inalterable)
(the "Price Formula‖).
The Parties thus determined the provisional price with reference to parameters A and B
at 31 December 2014, assigning the following values to the Price Formula:
97,659,845.83 – 86,753,191.13 + 124,500,000.00 – 7,549,361.77 = €127,857,292.93.
The price is subject to adjustments to take account of changes in the net equity of Punta
di Ferro and the carrying value of the mall between 31 December 2014 and the closing
date, based on a balance sheet drawn up as of that date.
C.

Representations and warranties by UnipolSai

The Preliminary Contract contains standard representations and warranties by UnipolSai
to IGD, including with regard to: (i) the absence of insolvency, liquidation, bankruptcy
1

Source: IGD calculations on ISTAT figures (Urbes Report 2015).
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or similar proceedings involving Punta di Ferro, and of all situations envisaged in Civil
Code Arts. 2482-bis (reduction of share capital for losses) and 2482-ter (reduction of
share capital below the legal minimum); (ii) full possession of the share capital of Punta
di Ferro and full ownership the mall; (iii) the absence of any encumbrances – liens,
restraints, mortgages, attachments, beneficial interests, etc. – on the shares of Punta di
Ferro and the mall; (iv) proper bookkeeping with regard to Punta di Ferro; (v)
compliance with the law and with accounting standards of Punta di Ferro's financial
statements for the year ended 31 December 2014; (vi) compliance with tax and social
security obligations applicable to Punta di Ferro; (vii) validity and effectiveness of the
business lease and rental contracts signed by Punta di Ferro and absence of significant
non-compliance by its tenants in relation to their rent and other obligations; (viii) civil,
criminal and/or administrative disputes to which Punta di Ferro is a party or with which
it has been threatened in writing; (ix) possession of all necessary authorizations,
permits, licenses, commencement-of-work filings and permissions/clearances of any
kind concerning the operations of Punta di Ferro and all operations within the Shopping
Center; (x) compliance of the mall with all applicable laws and regulations, including on
matters of the environment, earthquake resistance and health and safety in the
workplace.
UnipolSai will also indemnify and hold IGD harmless – according to the terms and
conditions stated in the Preliminary Contract - from any damages, losses, costs and/or
sundry charges that Punta di Ferro or IGD may incur if the above representations and
warranties prove to be false or incorrect.
D.

Financing the Transaction

On 2 December 2015 the Board of Directors resolved:
(A)

to execute the powers granted to the Board of Directors, pursuant to Art. 2443 of
the Italian Civil Code, by the shareholders during the Extraordinary
Shareholders’ Meeting held on 19 April 2012, and consequently to increase
share capital for cash on one or more occasions, in divisible form, by up to a
maximum nominal amount of EUR 54,976,027.00 (including any share
premium), up to 10% of Immobiliare Grande Distribuzione SIIQ S.p.A.’s preexisting share capital, by and not after 31 July 2016, through the issue of a
maximum of 75,635,000 new ordinary shares without a stated par value, with
dividend rights, excluding pre-emption rights, pursuant to Art. 2441, fourth
paragraph, second sentence, of the Italian Civil Code, to be offered to qualified
investors (as defined in Article 34-ter, paragraph 1.b of the Consob regulation
adopted in resolution n. 11971 of 14 May 1999, as amended) in Italy and
foreign institutional investors (in accordance with Regulation S of the United
States Securities Act of 1933, as amended, and in the United States solely to
Qualified Institutional Buyers, as per Rule 144 A of the United Stated Securities
Act of 1933, as amended, excluding any other country in which the offer would
be in violation of the law), at an issue price, including any premium, to be
calculated based on and in compliance with the criteria defined in the Illustrative
Report prepared by the Board of Directors (the ―Capital Increase‖);
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(B)

to establish, pursuant to the second paragraph of Article 2439 of the Italian Civil
Code, that the above capital increase will correspond to the amount effectively
subscribed by the 31 July 2016 deadline;

(C)

to approve the capital increase reserved exclusively for Qualified Investors (as
defined in Article 34-ter, paragraph 1.b of the Consob regulation adopted in
resolution n. 11971 of 14 May 1999, as amended) in Italy and foreign
institutional investors (in accordance with Regulation S of the United States
Securities Act of 1933, as amended, and in the United States solely to Qualified
Institutional Buyers, as per Rule 144 A of the United Stated Securities Act of
1933, as amended, excluding any other country in which the offer would be in
violation of the law) (the ―Recipients‖) through the issue of up to a maximum of
75,635,000 ordinary shares without a stated par value, with dividend rights.

The placement of the newly issued shares through accelerated bookbuilding reserved for
the Recipients was concluded on 3 December 2015 with the placement of a total of
56,689,342 newly issued ordinary shares of IGD at a price of €0.882, for a total of
€49,999,999.64 million.
The definitive subscription price for the newly issued shares was determined upon
completion of the bookbuild in accordance with the criteria set by Board of Directors as
per Art. 2441, paragraph 4.2, of the Italian Civil Code relating to the exclusion of preemption rights on up to 10% of the pre-existing share capital.
The Company hired Société Générale and BNP Paribas to act as the Joint Bookrunners
for the capital increase; Société Générale also acted as Sole Global Coordinator for the
offer.
The transaction was settled with passage of title against payment of the consideration on
7 December 2015.
IGD was also bound by a 90-day lock-up, in line with market practices in similar
transactions, without prejudice to the exceptions allowed for similar transactions and
any withdrawals of the Joint Bookrunners.
In light of the above, the Transaction is expected to be financed:
(i)

in part, with the proceeds from the Capital Increase, and

(ii)

for the remainder, through the use of short-term credit lines.

It was decided to finance the Transaction this way as it allows IGD to grow further and
create value, while maintaining the financial targets called for in the 2015 – 2018
Business Plan (specifically, Loan to Value between 45% and 50%), making it possible,
therefore, to reconcile the growth strategy with consolidation of the Company’s real
estate portfolio while also benefitting from the new investment opportunities offered by
the market and maintaining debt levels in line with those of the main European retail
real estate companies.
As a result of the placement, the shares comprising share capital increased (by around
7.5%), as did the stock’s liquidity and the market float (by around +17%). The
Company’s shareholder base was also broadened and became more diversified.
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2.2

The related party with whom the transaction was entered into and the
nature of the relationship

The Transaction was undertaken with UnipolSai Assicurazioni S.p.A., which is owned
51.8% by Unipol Gruppo Finanziario S.p.A. and 9.1% by Unipol Finance S.p.A.
There are no relevant relationships between IGD and UnipolSai as defined in the
Consob Regulations as none of the situations contemplated in Annex 1 of the Consob
Regulation or in the definition of ―Related parties‖ found in the Procedure exist.
On 6 August 2015 the Board of Directors, after the Committee expressed a favorable
opinion, resolved to change the Procedure in order to voluntarily broaden the scope of
the Procedure to include material transactions with companies of the Unipol Group,
namely Unipol Gruppo Finanziario S.p.A. and the companies included in the
consolidated financial statements of Unipol Gruppo Finanziario S.p.A.
As the counterparty in the Transaction is UnipolSai – a Unipol Group company –
pursuant to Art. 14.4 of the Procedure, the Transaction is subject to the procedures
established for ―material‖ related party transactions as described in section 2.8 below.
2.3

Economic rationale and benefits for the Company linked to the Transaction

Economic rationale and the benefits for the Company linked to the Transaction are a
function largely of the following elements:
-

the Group's growth strategy as outlined in the 2015-2018 business plan includes
a series of investments for expansion in the retail real estate market;

-

the Transaction is consistent with IGD's declared objective of continuing to
monitor the retail real estate market in order to find additional opportunities to
create value for the Group and its shareholders by increasing cash flow and
improving the financial and profitability indicators;

-

in particular, according to the Company's estimates, the purchase of the mall will
eventually have a positive impact on core business funds from operations (FFO)
per share2 of around 5%3 , inclusive of the Capital Increase shares issued;

-

the independent appraiser REAG has found that the value assigned to the mall for
the purpose of determining the sale price is in line with the mall's fair value, as
reported above in section 2.1. A);

-

as well as the mall, Punta di Ferro has net assets consisting of cash and cash
equivalents and current assets

-

as better explained in section 2.1. A.), the mall is of particular interest to IGD in
terms of operating performance (4.7 million visitors in 2014, occupancy rate
around 99% and occupancy cost ratio of 11.5%), average sales volume of tenants
(above €3,500 per sqm), and merchandising and tenant mix;

2

Core business ―Funds from Operations‖, or FFO, is the pre-tax profit adjusted to reflect non-monetary
items (deferred tax, writedowns, fair value adjustments, amortization, depreciation and other), as well as
the impact of income from equity investments and revenue from property sales, net of current tax.
3
Against the annualized FFO per share at 30/09/2015 (before the Capital Increase).
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-

the mall is located in a catchment area where purchasing power is more than
20% greater than the Italian average, and is strategically important in terms of
the geographical coverage of the Group, which owns and operates several
shopping centers in nearby cities such as Ravenna, Faenza, Cesena, Rimini and
Bologna.

2.4

Methods used to determine the sale price

The Transaction’s consideration was determined based on the criteria referred to in
section 2.1. B) above.
More in detail, IGD and UnipolSai determined the sale price by attributing a market
value of €124.5 million to the shopping mall.
2.4.1 REAG’s appraisal
On 23 November 2015, IGD hired REAG - Real Estate Advisory Group S.p.A., a major
independent property consulting firm, to assess the mall's market value as of 23
November 2015 (the "Appraisal"), following the latest version of the Appraisal and
Valuation Standards of the UK's Royal Institute of Chartered Surveyors (RICS).
On 30 November 2015, REAG presented its Appraisal (Annex B) indicating a market
value for the mall of €125 million, which is consistent with the €124.5 million assigned
by the parties when determining the price of the sale.
Valuation methods
The valuation was made on the basis of the following definition of Market Value: ―The
estimated amount for which an asset or liability should exchange on the valuation date
between a willing buyer and a willing seller in an arm’s-length transaction after proper
marketing and where the parties acted knowledgeably, prudently and without
compulsion‖.
Limitations and assumptions
REAG’s valuation was carried out assuming that:
(i) the properties and assets appraised possess a good and marketable title free from
any liens and are in compliance with all relevant regulations;
(ii) the properties owned comply with environmental regulations and all permits,
concessions relevant for the purposes of this appraisal have been obtained or can be
obtained or renewed ;
(iii) all properties conform with current building plans, codes and zoning regulations. It
is also assumed that the property rights are exercised based on the established
boundaries and not in violation of the rights of others;
The appraisal, furthermore, does not take into account:
(i) the costs (including taxes) that could potentially emerge as a result of the purchase
or sale of the Mall;
(ii) the environmental impact or potential environmental impact of hazardous
substances (asbestos, formaldehyde, toxic waste, etc.) or structural damage and
contamination caused by earthquakes;
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(iii) a soil test, as it was not conducted, nor were the property and exploitation rights
relating to subsurface gas and minerals analyzed.
Lastly, when determining the market value of the Mall the independent appraiser
assumed full and optimal use, namely considering only those technical, legally and
financially viable uses potentially capable of maximizing the Mall’s value.
Methodology used
REAG used the Discounted Cash Flow method to value the Mall which is based on (a)
the future cash flows generated by the Mall over a period of ―n‖ years; (b) the Mall’s
Market Value determined by capitalizing the final year's net rental income in perpetuity,
and (c) discounting net cash flows to present value at the valuation date.
In addition the independent appraiser also (i) carried out on-site inspections to obtain, in
addition to the information provided by IGD, all the data (such as catchment area,
accessibility, visibility, type of planning, etc.) needed to prepare the valuation, (ii)
analyzed the conditions of the local real estate market, taking into account local
economic data and adapting it to the specific characteristics of the Property using
appropriate statistical techniques; (iii) considered the rental market at the date of the
appraisal (current rent roll, start date and duration of the single leases, indexing, etc.)
and relative property costs (IMU property tax, insurance, costs of extraordinary
restructuring if needed).
***
The above information is in line with the information found in the Appraisal and, to the
extent of the Company’s knowledge, there are no omissions that could render the
information provided unclear or misleading.
2.4.2 The fairness opinion issued by Reconta Ernst&Young Financial-Business
Advisors S.p.A.
For the purposes of issuing its opinion of the Transaction, the Committee opted to
appoint an independent expert to assist it. During the meeting of 20 November 2015,
the Committee decided in favor of Reconta Ernst&Young Financial-Business Advisors
S.p.A. (―EY‖) as the independent expert appointed to assess the financial fairness of the
Transaction in support of the Committee's decisions, based on that company's
experience and qualifications.
EY received the necessary documentation from the Company and on 30 November
2015 delivered a fairness opinion (Annex C), which contained the following
considerations:
Valuation conducted by REAG in its role as independent appraiser of the mall
In EY's opinion, the criteria and methodology used by REAG, in its role as independent
appraiser, to estimate the market value of the property involved in the Transaction
(listed in section 2.4.1. above) are appropriate and in line with standard practice in the
real estate industry.
REAG's parameters were consistent with available market sources and an analysis of its
valuation schedules raised no concerns regarding the methodological procedures and
calculations used to determine market value.
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On the basis of its work, EY found that the value assigned for purposes of the sale—
€124.5 million net of transfer costs—is within a reasonable range.
The agreed price is essentially in line (-0.4%) with the €125 million contained in
REAG's appraisal of 23 November 2015.
EY also performed a sensitivity analysis on REAG's appraisal, using the low and high
ends of the range of discount rates and cap rates (terminal values) obtained from an
analysis of available market sources and on the basis of EY's own considerations as to
mall revenue; the average value produced by the sensitivity analysis was in line with
REAG's appraisal.
Purchase price of Punta di Ferro
The method used to determine the price presented by IGD in its offer of 20 November
2015 was based on equity considerations, as follows:

EY pointed out some unusual methodological aspects, in particular with the calculation
of latent taxes on capital gains.
In market practice, when a share deal is arranged between 100% property owners, latent
taxes are calculated on the gain and split equally between the seller and the buyer.
In this case, the parties agreed that the price reduction stemming from the tax effect
would benefit IGD alone. EY pointed out that the tax rate considered is 20% and not
31.4% (IRES+IRAP), since Punta di Ferro should also enjoy the tax breaks applying to
SIIQs. The result is that the buyer receives favorable treatment compared with usual
market practice.
In any case, following on the above, EY found that IGD's process of determining the
offer price is acceptable and consistent with market standards. EY also learned that the
parties had agreed on a price adjustment mechanism based on the company's actual
balance sheet as of the closing date.
From an analysis of the balance sheet at 30 September 2015, it highlighted the
following items:
-

Trade receivables: according to the target company, some of these will be difficult
to collect. At 30 September 2015 they amounted to €293,715.

-

Planning fees: according to the documentation provided, at 30 September 2015
there were still planning fees to be incurred under the agreement with the City of
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Forlì in the amount of €220,883. Punta di Ferro has obtained four surety bonds to
cover these expenses.
The Company agreed to account for these liabilities/risks in the definitive balance sheet
prepared as of the closing date.
EY concluded that in light of the above, the price adjustment mechanism agreed by the
parties is acceptable and consistent with market practice for similar transactions.
Also, on the basis of its work, EY found that the price agreed for the purchase of Punta
di Ferro falls within a reasonable range.
Consistency of the Transaction with IGD's investment policies and track record
On the basis of its work, EY found that the Transaction is consistent with IGD's
investment policies and track record.
According to EY, the purchase of the mall stands out for the following characteristics:
-

the mall is popular and dominant within its catchment area, with a significant
number of visitors and an upward trend in terms of both visitors and revenue;

-

the catchment area includes two other properties owned by IGD; by purchasing
the dominant property in the area, IGD can adopt management policies designed
to maximize their potential and avoid "cannibalization";

-

given the information at hand, there is no concern that potential local competitors
in the pipeline will harm the mall's attractiveness;

-

the investment will strengthen IGD's presence in its core market.

In addition, the Gross Initial Yield (ratio of contractualized rent to price of the building,
net of transfer taxes and transaction costs) is in line with the internal benchmark
comprised of similar assets held by IGD as investments.
The discount rate is slightly higher than the average for other malls in its portfolio, with
some upside potential on that value.
Finally, the tenancy schedule has proved to be solid, including with respect to some
leases expiring in close proximity.
2.5 Economic and financial impact of the Transaction
IGD prepared this Information Circular in accordance with Article 5, first paragraph, of
Consob’s Regulation under which an Information Circular must be published in the
event a material transaction is carried out, namely that exceeds the transaction
materiality ratio referred to in Annex 3, Article 1.1.a) of Consob’s Regulation by 5%.
The transaction materiality ratio is the ratio between the amount of the transaction and
the higher of the amount of equity shown in the most recent statement of financial
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position published by the Company and the Company’s capitalization on the last trading
session of the period examined in the last published financial report.
Toward this end the sale price indicated in the Preliminary Contract, €127.9 million,
was taken into account. The Transaction does not exceed the other materiality ratios,
namely (i) the Assets materiality ratio - the ratio between the total assets of the entity
involved in the transaction and the Company’s total assets, and (ii) the liabilities
materiality ratio - the ratio between the acquired entity’s total liabilities and the
Company’s total liabilities.
From an economic standpoint, we estimate that the main effects of the Transaction will
be the following:


increase in gross revenue4 of approximately €7.7 million;



increase in net revenue5 of approximately €7.2 million;



increase in core business Funds from Operations of approximately €5.6 million6
(FFO per share is expected to rise by around 5%7)

As for the impact on the Company’s financial structure, the Loan to Value8 is expected
to show a slight increase a year-end 2015 against the figure recorded at 30/09/2015
(47.9%), but in line with the financial targets included in the 2015 – 2018 Business Plan
( Loan to Value between 45% and 50%).
With regard to Art. 71 of Consob Regulation n. 11971/1999, as amended , the Company
exercised the ―opt-out‖ clause found in Articles 70 (8) and 71 (1-bis) of the above
mentioned Regulation based on which the requirement to publish informational
documents pertaining to material mergers, spin-offs, capital increases completed
through in-kind transfers, acquisitions and disposals may be waived.
2.6

Impact on compensation of IGD’s
subsidiaries

Board of Directors and/or of its

The Transaction will have no impact on the compensation paid to directors of IGD
and/or its subsidiaries.
2.7

Interests of the members of the Company’s Board of Directors, control
bodies, general managers and executives in the Transaction

No interests, direct or indirect, benefitting the Company’s Board of Directors, control
bodies or executives will materialize as a result of this Transaction.

4

Gross theoretical revenue: MGR + variable revenue + temporary + vacant at market rate.
Net theoretical revenue: gross revenue net of local property tax, insurance and non-recoverable costs
(excluding capex, management costs and remarketing fees).
6
Taking into account the financing methods described in section 2.1 and a theoretical cost of debt of
2.1%.
7
Against the annualized FFO per share at 30/09/2015 (before the Capital Increase).
8
―Loan to Value‖ is defined as the ratio of net debt to the market value of the real estate assets.
5
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2.8

Approval of the Transaction

Pursuant to Art. 14.4 of the Procedure, the signing of the Preliminary Contract is subject
to the procedure for material transactions with related parties and, therefore, was subject
to the approval process outlined in Art. 7 of the Procedure.
More in detail, based on this article the Transaction must first be approved by the
Committee and, toward that end, the Committee is involved in both the negotiations and
the approval process, will receive complete information in a timely manner and may
request information from or provide comments to the delegated bodies and the parties
involved in the negotiations or approval process.
As per the Procedure, the Committee received all the necessary information and support
documentation relating to the Transaction from the relative corporate entities in a timely
manner.
On 20 November 2015, before the irrevocable purchase offer was submitted to
UnipolSai, the Committee was informed of the potential Transaction and of the
imminent negotiations. On the same date, the Committee expressed agreement with the
appointment of EY as independent expert with the necessary qualifications and
expertise to issue a fairness opinion on the Transaction.
In view of the Committee meeting scheduled for 1 December 2015 to discuss the
Transaction, the Company sent the following documents to the Committee members: a
presentation of the Transaction, a copy of IGD's irrevocable offer for the purchase of
Punta di Ferro and of UnipolSai's acceptance of the offer, EY's fairness opinion,
REAG's Appraisal, Punta di Ferro's financial statements at 31 December 2014, and a
revised draft of the preliminary contract.
On 1 December 2015, before the Board of Directors meeting called for 2 December to
take the necessary resolutions concerning the Transaction, the Committee met to
express its opinion on the Company's interest in signing the Preliminary Contract and on
the appropriateness and substantial fairness of the terms and conditions. The meeting of
1 December was attended by the Committee chairman, Rossella Saoncella, and via
conference call by directors Matthew Lentz and Andrea Parenti.
Also attending for the Company were Board chairman Gilberto Coffari; CEO Claudio
Albertini; Administration, Legal and Corporate Affairs chief Grazia Margherita
Piolanti; Development and Portfolio chief Roberto Zoia; Legal and Corporate Affairs
manager Silvia Di Donato; and, via conference call, Board of Statutory Auditors
chairman Anna Maria Allievi. Representatives from Chiomenti law firm were also
present.
During the meeting, Company management provided the Committee with a timely new
update on the Transaction and the terms and conditions laid down in the Preliminary
Contract. The Committee also reviewed EY's fairness opinion, whose conclusions are
reported above in section 2.1, and REAG's Appraisal containing the market value of the
mall as of 23 November 2015 (see section 1.1).
The documents were viewed and entered into the records.

16

With assistance from the competent departments, the Committee noted that from a legal
standpoint, the contractual structure and clauses per section 1.3 are consistent with
market practice for similar transactions, and during the meeting received thorough
information on the timing and underlying reasons for the Transaction.
The Committee unanimously expressed a favorable opinion as to the Company's interest
in signing the Preliminary Contract for the purchase of Punta di Ferro and the
appropriateness and substantial fairness of the terms and conditions (see Annex A).
On 2 December 2015 the Board of Directors met to approve the Transaction and the
capital increase. The meeting was attended by Board chairman Gilberto Coffari; CEO
Claudio Albertini, as well as directors Elio Gasperoni, Aristide Canosani, Milva
Carletti; Rossella Saoncella; Andrea Parenti; Livia Salvini and Matthew Lentz, as well
as statutory auditors, Anna Maria Allievi, Chairman of the Board of Statutory Auditors,
and Pasquina Corsi. Representatives from Chiomenti law firm were also present.
During the meeting, the Chairman of the Committee reported on the favorable opinion
issued by the Committee and explained the reasoning underlying its finding that the
signing of the Preliminary Contract is in the best interest of the Company and its
shareholders and that the terms and conditions are appropriate and substantially fair.
Pursuant to and in accordance with Art. 2391 of the Italian Civil Code: (i) the Chief
Executive Officer declared to be an executive of the UnipolSai Group; (ii) the Director
Elio Gasperoni declared to be Vice Chairman of Unipol Banca S.p.A.’s Board of
Directors; (iii) the Independent Director Milva Carletti declared to be a member of
UnipolSai’s Board of Directors.
The Transaction was, therefore, unanimously approved by IGD’s Board of Directors
with the abstention of the directors mentioned above.
IGD and UnipolSai signed the Preliminary Contract on 2 December 2015.
The following documents are annexed to this Information circular, available to the
public at IGD SIIQ S.p.A.’s registered office, Borsa Italiana S.p.A., on the authorized
storage platform, www.emarketstorage.com and on the website of IGD SIIQ S.p.A.
(www.gruppoigd.it):
A.

the opinion of IGD’s Committee for Related Party Transactions’ opinion dated 1
December 2015;

B.

REAG’s appraisal, delivered to the Company on 30 November 2015

C.

Reconta Ernst&Young Financial-Business Advisors S.p.A.’s fairness opinion of
30 November 2015.

9 December 2015
IGD SIIQ SpA
Chairman of the Board of Directors
Gilberto Coffari

17

OPINION OF THE
COMMITTEE FOR RELATED PARTY TRANSACTIONS OF
IMMOBILIARE GRANDE DISTRIBUZIONE SOCIETÀ DI INVESTIMENTO IMMOBILIARE QUOTATA S.P.A.
1 DECEMBER 2015

(issued pursuant to Arts. 7.1 and 14.4 of the "Procedure adopted in accordance with Art. 4 of
Consob Regulation 17221 of 12 March 2010," approved by the Board of Directors on 11
November 2010, as amended)

Dear Sirs:
This is in reference to the purchase by Immobiliare Grande Distribuzione – Società di
Investimento Immobiliare Quotata S.p.A. (“IGD” or the “Company”) of the entire
share capital of Punta di Ferro S.r.l. (“Punta di Ferro") from UnipolSai Assicurazioni
S.p.A. (“UnipolSai”) for €127.9 million, net of taxes and transaction costs (subject to
adjustments as explained in section 1.2).
Punta di Ferro's assets mainly consist of:
a)

the mall of the "puntadiferro" shopping center in Forlì (Emilia Romagna), which
for the purpose of determining the sale price was assigned a market value of €124.5
million, and

b) net cash and cash equivalents and current assets.
The preliminary contract with UnipolSai for the purchase of Punta di Ferro (the
“Transaction”) is expected to be approved during the IGD Board of Directors meeting
of 2 December 2015.
Because IGD's Procedure for Related Party Transactions (the “Procedure”) also applies
to highly material transactions with companies in the Unipol group (as a result of
voluntary changes made by the Board of Directors on 6 August 2015), the Transaction
is subject to the Procedure provisions on highly material transactions.
Therefore, IGD's Committee for Related Party Transactions (the “Committee”) has
been asked to give an opinion on whether the Transaction is in the Company's best
interests and whether the terms and conditions are appropriate and substantially fair.

1.

Description of the Transaction

On 20 November 2015, IGD presented UnipolSai with an irrevocable offer for the
purchase of Punta di Ferro for €127.9 million plus taxes. The offer was subject to the
following suspensive conditions: (i) definitive approval of the transaction by IGD's
Board of Directors and by this Committee, and (ii) positive outcome of the good faith
negotiation between IGD and UnipolSai of a preliminary contract for the purchase and
sale of the entire share capital of Punta di Ferro (the “Preliminary Contract”),
containing terms and conditions in line with current market practice for similar
transactions. On 23 November 2015, UnipolSai notified IGD that it had accepted the
offer.
IGD's Board of Directors, scheduled to meet on 2 December 2015, is expected to
approve the Preliminary Contract with UnipolSai for the purchase of Punta di Ferro for
€127.9 million plus taxes and transaction costs (subject to adjustments as described in
section 1.2).
Punta di Ferro is an Italian limited liability company with registered office at Via
Stalingrado 45 in Bologna (BO), share capital €87,202,911.16 fully paid in, listed in the
Bologna Companies Register with tax identification and VAT no. 03159270408.
Punta di Ferro's assets mainly consist of:
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a)

the mall of the puntadiferro shopping center in Forlì (Emilia Romagna), which for
the purpose of determining the sale price was assigned a market value of €124.5
million, and

b) net cash and cash equivalents and current assets.
The Transaction is scheduled to close on 16 December 2015.
1.1

Puntadiferro mall

Punta di Ferro owns the retail shopping wing (the “mall”) of the puntadiferro Shopping
Center in Forlì (Emilia Romagna), along with the corresponding licenses, and operates
primarily in the mall's promotion and management.
For the purpose of determining the sale price, IGD and UnipolSai have assigned the
mall a market value of €124.5 million.
In addition, on 23 November 2015, IGD hired REAG - Real Estate Advisory Group
S.p.A., a major independent property consulting firm, to assess the mall's market value
as of 23 November 2015 (the "Appraisal"), following the latest version of the Appraisal
and Valuation Standards of the UK's Royal Institute of Chartered Surveyors (RICS). On
30 November 2015, REAG presented its Appraisal (Annex A) indicating a market value
for the mall of €125 million, which is consistent with the €124.5 million assigned by the
parties when determining the price of the sale.
Key figures for the mall are presented below.
PUNTA DI FERRO MALL Piazza della Cooperazione 4 - FORLÌ
Mall inside the "puntadiferro" shopping center, which also contains the hypermarket “Conad Superstore,”
owned by third parties (approx. 12,625 sqm GLA).
Gross Leasable Area (sqm)
21,223
Gross theoretical revenue* (€/million)

7.7

Gross revenue per square meter (€)

362

Net theoretical revenue** (€/million)

7.2

Net revenue per square meter (€)

340

Market value assigned in the preliminary contract for the purpose
of determining the sale price (€/million)
Market value at 23 November 2015 (net of acquisition costs),
estimated by REAG (€/million)
Net theoretical initial yield (based on value assigned for the
purpose of the determining the sale price)
Gross theoretical initial yield (based on value assigned for the
purpose of the determining the sale price)
Gross floor area (sqm)

124.5

42,477

No. of units

97***

No. of parking spaces

2,854

125
5.8%
6.2%

* Gross theoretical revenue: MGR + variable revenue + temporary + vacant at market rate.
** Net theoretical revenue: gross revenue net of local property tax, insurance and non-recoverable costs
(excluding capex, management costs and remarketing fees).
*** 7 midsize stores, 9 food & beverage outlets and 81 shops.
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The mall also has the following characteristics, of particular interest to IGD:
•

dominant position in its catchment area, thanks also to excellent visibility and
accessibility;

•

outstanding performance indicators: 4.7 million visitors in 2014, occupancy rate
around 99% and occupancy cost ratio of 11.5%;

•

average sales volume of tenants above €3,500 per sqm;

•

optimal merchandising and tenant mix, with popular brands like H&M, Unieuro,
Deichmann, Conbipel, Mondadori, Stradivarius, Max&Co and Alcott;

•

significant catchment area with purchasing power more than 20% higher than
the Italian average;(1)

•

strategic relevance for the geographical coverage of the Group, which owns and
operates several shopping centers in nearby cities such as Ravenna, Faenza,
Cesena, Rimini and Bologna;

•

concept and format in line with current market demands, thanks to its recent
opening (April 2011).

1.2

Determination of the sale price

The parties have agreed to price the entire share capital of Punta di Ferro according to
the formula below:
A – B + C – (C – B * 20%)
where “A" is Punta di Ferro's net equity at 31 December 2014,
“B” is the book value of the mall at 31 December 2014 and
“C” is the market value assigned to mall by the parties (fixed and inalterable)
(the "Price Formula”).
The Parties thus determined the provisional price with reference to parameters A and B
at 31 December 2014, assigning the following values to the Price Formula:
97,659,845.83 – 86,753,191.13 + 124,500,000.00 – 7,549,361.77 = €127,857,292.93.
The price is subject to adjustments to take account of changes in the net equity of Punta
di Ferro and the carrying value of the mall between 31 December 2014 and the closing
date, based on a balance sheet drawn up as of that date.
1.3

Representations and warranties by UnipolSai

The Preliminary Contract contains standard representations and warranties by UnipolSai
to IGD, including with regard to: (i) the absence of insolvency, liquidation, bankruptcy
or similar proceedings involving Punta di Ferro, and of all situations envisaged in Civil
Code Arts. 2482-bis (reduction of share capital for losses) and 2482-ter (reduction of
share capital below the legal minimum); (ii) full possession of the share capital of Punta
di Ferro and full ownership the mall; (iii) the absence of any encumbrances – liens,
1

Source: IGD calculations on ISTAT figures (Rapporto Urbes 2015).
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distraints, mortgages, attachments, beneficial interests, etc. – on the shares of Punta di
Ferro and the mall; (iv) proper bookkeeping with regard to Punta di Ferro; (v)
compliance with the law and with accounting standards of Punta di Ferro's financial
statements for the year ended 31 December 2014; (vi) compliance with tax and social
security obligations applicable to Punta di Ferro; (vii) validity and effectiveness of the
business lease and rental contracts signed by Punta di Ferro and absence of significant
non-compliance by its tenants in relation to their rent and other obligations; (viii) civil,
criminal and/or administrative disputes to which Punta di Ferro is a party or with which
it has been threatened in writing; (ix) possession of all necessary authorizations,
permits, licenses, commencement-of-work filings and permissions/clearances of any
kind concerning the operations of Punta di Ferro and all operations within the Shopping
Center; (x) compliance of the mall with all applicable laws and regulations, including on
matters of the environment, earthquake resistance and health and safety in the
workplace.
UnipolSai will also indemnify and hold IGD harmless – according to the terms and
conditions stated in the Preliminary Contract - from any damages, losses, costs and/or
sundry charges that Punta di Ferro or IGD may incur if the above representations and
warranties prove to be false or incorrect.

1.4

Financing the Transaction

IGD will finance the acquisition of Punta di Ferro through the capital markets or
through short-term credit lines already available to the Company.

2.
2.1

Steps Taken by the Committee
Appointment of an independent expert

For the purposes of issuing this opinion, the Committee opted to appoint an independent
expert to assist it. During the meeting of 20 November 2015, the Committee decided in
favor of Reconta Ernst&Young Financial-Business Advisors S.p.A. (“EY”) as the
independent expert appointed to assess the financial fairness of the Transaction in
support of the Committee's decisions, based on that company's experience and
qualifications.
EY received the necessary documentation from IGD and on 30 November 2015
delivered a fairness opinion (Annex B), with the following considerations:
Valuation conducted by REAG in its role as independent appraiser of the mall
In EY's opinion, the criteria and methodology used by REAG, in its role as independent
appraiser, to estimate the market value of the property involved in the Transaction are
appropriate and in line with standard practice in the real estate industry.
REAG's parameters were consistent with available market sources and an analysis of its
valuation schedules raised no concerns regarding the methodological procedures and
calculations used to determine market value.
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On the basis of its work, EY found that the value assigned for purposes of the sale—
€124.5 million net of transfer costs—is within a reasonable range.
The agreed price is essentially in line (-0.4%) with the €125 million contained in
REAG's appraisal of 23 November 2015.
EY also performed a sensitivity analysis on REAG's appraisal, using the low and high
ends of the range of discount rates and cap rates (terminal values) obtained from an
analysis of available market sources and on the basis of EY's own considerations as to
mall revenue; the average value produced by the sensitivity analysis was in line with
REAG's appraisal.
Purchase price of Punta di Ferro
The method used to determine the price presented by IGD in its offer of 20 November
2015 was based on equity considerations, as follows:

EY pointed out some unusual methodological aspects, in particular with the calculation
of latent taxes on capital gains.
In market practice, when a share deal is arranged between 100% property owners, latent
taxes are calculated on the gain and split equally between the seller and the buyer.
In this case, the parties agreed that the price reduction stemming from the tax effect
would benefit IGD alone. EY pointed out that the tax rate considered is 20% and not
31.4% (IRES+IRAP), since Punta di Ferro should also enjoy the tax breaks applying to
SIIQs. The result is that the buyer receives favorable treatment compared with usual
market practice.
In any case, following on the above, EY found that IGD's process of determining the
offer price is acceptable and consistent with market standards. EY also learned that the
parties had agreed on a price adjustment mechanism based on the company's actual
balance sheet as of the closing date.
From an analysis of the balance sheet at 30 September 2015, it highlighted the
following items:
-

Trade receivables: according to the target company, some of these will be difficult
to collect. At 30 September 2015 they amounted to €293,715.

-

Planning fees: according to the documentation provided, at 30 September 2015
there were still planning fees to be incurred under the agreement with the City of
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Forlì in the amount of €220,883. Punta di Ferro has obtained four surety bonds to
cover these expenses.
The Company agreed to account for these liabilities/risks in the definitive balance sheet
prepared as of the closing date.
EY concluded that in light of the above, the price adjustment mechanism agreed by the
parties is acceptable and consistent with market practice for similar transactions.
Also, on the basis of its work, EY found that the price agreed for the purchase of Punta
di Ferro falls within a reasonable range.
Consistency of the Transaction with IGD's investment policies and track record
On the basis of its work, EY found that the Transaction is consistent with IGD's
investment policies and track record.
According to EY, the purchase of the mall stands out for the following characteristics:
-

the mall is popular and dominant within its catchment area, with a significant
number of visitors and an upward trend in terms of both visitors and revenue;

-

the catchment area includes two other properties owned by IGD; by purchasing
the dominant property in the area, IGD can adopt management policies designed
to maximize their potential and avoid "cannibalization";

-

given the information at hand, there is no concern that potential local competitors
in the pipeline will harm the mall's attractiveness;

-

the investment will strengthen IGD's presence in its core market.

In addition, the Gross Initial Yield (ratio of contractualized rent to price of the building,
net of transfer taxes and transaction costs) is in line with the internal benchmark
comprised of similar assets held by IGD as investments.
The discount rate is slightly higher than the average for other malls in its portfolio, with
some upside potential on that value.
Finally, the tenancy schedule has proved to be solid, including with respect to some
leases expiring in close proximity.

2.2

Review of terms and conditions

For the purposes of this opinion, the Committee received thorough and timely
information on the Transaction from the appropriate company departments, along with
the supporting documentation, which has been entered into the records and mentioned
earlier in this opinion.
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On 20 November 2015, before the irrevocable purchase offer was submitted to
UnipolSai, the Committee was informed of the potential Transaction and of the
imminent negotiations. On the same date, the Committee expressed agreement with the
appointment of EY as independent expert with the necessary qualifications and
expertise to issue a fairness opinion on the Transaction.
In view of the Committee meeting scheduled for 1 December 2015 to discuss the
Transaction, the Company sent the following documents to the Committee members: a
presentation of the Transaction, a copy of IGD's irrevocable offer for the purchase of
Punta di Ferro and of UnipolSai's acceptance of the offer, EY's fairness opinion,
REAG's Appraisal, Punta di Ferro's financial statements at 31 December 2014, and a
revised draft of the preliminary contract.
On 1 December 2015, before the Board of Directors meeting called for 2 December to
take the necessary resolutions concerning the Transaction, the Committee met to
express its opinion on the Company's interest in signing the Preliminary Contract and on
the appropriateness and substantial fairness of the terms and conditions. The meeting of
1 December was attended by the Committee chairman, Rossella Saoncella, and via
conference call by directors Matthew Lentz and Andrea Parenti.
Also attending for the Company were Board chairman Gilberto Coffari; CEO Claudio
Albertini; Administration, Legal and Corporate Affairs chief Grazia Margherita
Piolanti; Development and Portfolio chief Roberto Zoia; Legal and Corporate Affairs
manager Silvia Di Donato; and, via conference call, Board of Statutory Auditors
chairman Anna Maria Allievi. Representatives from Chiomenti law firm were also
present.
During the meeting, management provided the Committee with a timely new update on
the Transaction and the terms and conditions laid down in the Preliminary Contract. The
Committee also reviewed EY's fairness opinion, whose conclusions are reported above
in section 2.1, and REAG's Appraisal containing the market value of the mall as of 23
November 2015 (see section 1.1).
The documents were viewed and entered into the records.
With assistance from the competent departments, the Committee noted that from a legal
standpoint, the contractual structure and clauses per section 1.3 are consistent with
market practice for similar transactions, and during the meeting received thorough
information on the timing and underlying reasons for the Transaction.
During the discussion it was also considered that:
-

the Group's growth strategy as outlined in the 2015-2018 business plan includes a
series of investments for expansion in the retail real estate market;

-

the Transaction is consistent with IGD's declared objective of continuing to
monitor the retail real estate market in order to locate opportunities to create value
for the Group and its shareholders in terms of increased cash flow and improved
financial and profitability indicators;
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-

in particular, according to the Company's estimates, the purchase of the mall will
eventually have a positive impact on funds from operations (FFO) per share;

-

the independent appraiser REAG has found that the value assigned to the mall for
the purpose of determining the sale price is in line with the mall's fair value, as
reported above in section 1.1.;

-

as well as the mall, Punta di Ferro has net assets consisting of cash and cash
equivalents and current assets;

-

as better explained in section 1.1., the mall is of particular interest to IGD in terms
of operating performance (4.7 million visitors in 2014, occupancy rate around
99% and occupancy cost ratio of 11.5%), average sales volume of tenants (above
€3,500 per sqm), and merchandising and tenant mix;

-

the mall is located in a catchment area where purchasing power is more than 20%
greater than the Italian average, and is strategically important in terms of the
geographical coverage of the Group, which owns and operates several shopping
centers in nearby cities such as Ravenna, Faenza, Cesena, Rimini and Bologna.
***

Given the above,
-

having received the necessary documents and information in a timely manner;

-

having reviewed EY's fairness opinion;

-

having reviewed REAG's Appraisal;

-

in agreement with the Company's rationale for signing the Preliminary Contract
for the purchase of Punta di Ferro;

-

having found that the terms and conditions of the Transaction are consistent with
market standards for similar transactions negotiated between unrelated parties,
from the financial and legal point of view;

the Committee unanimously expresses a
favorable opinion
as to the Company's interest in signing the Preliminary Contract for the purchase of
Punta di Ferro and the appropriateness and substantial fairness of the terms and
conditions.

Bologna, 1 December 2015
For the Related Parties Committee
Rossella Saoncella
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Chairman

Annexes
-

Appraisal by REAG

-

Fairness opinion by EY
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