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Corporación Inmobiliaria Vesta, S. A.B. de C. V. and Subsidiaries 
 

Condensed Consolidated Interim Statements of 

Financial Position 
As of March 31, 2014 and December 31, 2013 

(In US dollars) 

 

Assets Note 31/03/2014 31/12/2013 

  (Unaudited)  

Current assets:    
Cash and cash equivalents 4 $ 11,926,932 $ 8,297,797 
Financial assets held for trading 5  203,254,556  233,052,020 
Recoverable taxes 6  19,830,697  16,546,275 
Operating lease receivables – Net 7  3,895,678  6,706,759 
Prepaid expenses   1,299,821  323,987 

Total current assets   240,207,684  264,926,838 
    
Non-current assets:    

Investment property 8  969,551,133  951,884,585 
Office furniture – Net   445,071  344,540 
Guarantee deposits made   2,686,278  2,967,835 

Total non-current assets   972,682,482  955,196,960 
    
Total assets  $ 1,212,890,166 $ 1,220,123,798 

    

Liabilities and stockholders’ equity    
    
Current liabilities:    

Current portion of long-term debt 9 $ 8,324,839 $ 8,222,341 
Accrued interest   2,412,999  3,170,268 
Accounts payable   284,204  9,484,863 
Income tax payable   1,294,925  1,145,743 
Accrued expenses   939,309  1,668,000 
Dividends payable   16,846,565   

Total current liabilities   30,102,841  23,691,215 
    

Non-current liabilities:    
Long-term debt 9  304,405,230  309,805,405 
Guarantee deposits received   5,819,243  5,523,169 
Deferred income taxes 13  90,394,550  91,518,603 

Total non-current liabilities   400,619,023  406,847,177 
    
Total liabilities   430,721,864  430,538,392 

    
Litigation and other contingencies  15   

    
Stockholders’ equity:    

Capital stock 10  370,368,712  370,368,712 
Additional paid-in capital   211,869,157  211,869,157 
Retained earnings   198,072,741  204,265,028 
Foreign currency translation   1,857,692  3,082,509 

Total stockholders’ equity   782,168,302  789,585,406 
    
Total liabilities and stockholders’ equity  $ 1,212,890,166 $ 1,220,123,798 
 

 

See accompanying notes to unaudited condensed consolidated interim financial statements. 
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Corporación Inmobiliaria Vesta, S. A.B. de C. V. and Subsidiaries 
 

Unaudited Condensed Consolidated Interim 

Statements of Profit and Other Comprehensive 

Income 

For the three months ended March 31, 2014 and 2013 

(In US dollars) 

 

 

 

 Note Three months 

ended 

31/03/2014 

Three months 

ended 

31/03/2013 

Revenues:    

Rental income  $ 16,390,453 $ 13,916,061 

Property operating cost      

Related to properties that generated rental income 12.1  (644,935) (1,415,687) 

Related to properties that did not generate rental income  12.1  (194,690)  (249,575) 

Gross profit  15,550,828 12,250,799 

    

Administration expenses 12.2  (1,817,763)  (1,339,456) 

Depreciation   (19,832)  (12,046) 

    

Other Income and Expenses:    

Interest income   1,827,972  1,499,652 

Other (loss) income – net    (43,416)  1,387 

Interest expense   (5,532,700)   (5,884,420) 

Exchange gain   506,231  8,882,534 

Gain on revaluation of investment property 8  1,105,409  22,465,407 

Total other (expenses) income    (2,136,504)  26,964,560 

    

Profit before income taxes    11,576,729  37,863,857 

    

Income tax expense  13.1  (922,450)  (862,413) 

    

Profit for the period   10,654,279  37,001,444 

    

Other comprehensive loss: 

items that may be reclassified subsequently to profit or loss: 

 

  

- Exchange differences on translating other functional  

currency operations 

 

 (1,224,817)  (4,139,843) 

    

Total comprehensive income for the period  $ 9,429,462 $ 32,861,601 

    

Basic and diluted earnings per share 11 $ 0.02 $ 0.09 

 

 

 

See accompanying notes to unaudited condensed consolidated interim financial statements. 
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Corporación Inmobiliaria Vesta, S. A.B. de C. V. and Subsidiaries 
 

Unaudited Condensed Consolidated Interim Statements of Changes in 

Stockholders’ Equity  
For the three months ended March 31, 2014 and 2013 

(In US dollars) 

 

 

 

 
Capital Stock 

Additional Paid-in 

Capital Retained Earnings 

Foreign Currency 

Translation 

Total Stockholders’ 

Equity 

      

Balances as of  January 1, 2013 $ 286,868,218 $ 101,900,964 $ 125,299,684 $ 3,159,304 $ 517,228,170 

      

Dividends declared                 -                 -   (10,468,173)                -   (10,468,173) 

      

Comprehensive income                -                 -   37,001,444  (4,139,843)  32,861,601 

      

Balances as of  March 31, 2013 $ 286,868,218 $ 101,900,964 $ 151,832,955 $ (980,539) $ 539,621,598 

      

      

      

Balances as of  January 1, 2014 $ 370,368,712 $ 211,869,157 $ 204,265,028 $ 3,082,509 $ 789,585,406 

      

Dividends declared                -                 -   (16,846,566)                -   (16,846,566)  

      

Comprehensive income                -                 -   10,654,279  (1,224,817)  9,429,462 

      

Balances as of  March 31, 2014 $ 370,368,712 $ 211,869,157 $ 198,072,741 $ 1,857,692 $ 782,168,302 

 

 

 

See accompanying notes to unaudited condensed consolidated interim financial statements. 
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Corporación Inmobiliaria Vesta, S. A.B. de C. V. and Subsidiaries 
 

Unaudited Condensed Consolidated Interim 

Statements of Cash Flows 
For the three months ended March 31, 2014 and 2013 

(In US dollars) 

 

 

Three months ended 

31/03/2014 

Three months ended 

31/03/2013 

Cash flows from operating activities:   

Profit before income taxes $ 11,576,729 $ 37,863,857 

Adjustments:    

Depreciation   19,832  12,046 

Gain on revaluation of investment property  (1,105,409)  (22,465,407) 

Effect of foreign exchange rates  (1,323,060)  (8,003,888) 

Gain on sale of investment property  (278,757)  

Interest income  (1,827,972)  (1,499,652) 

Interest expense  6,023,557  5,884,420 

Working capital adjustments:   

(Increase) decrease in:   

Operating lease receivables – Net  2,811,080  (26,709) 

Recoverable taxes  (3284,421)  (3,601,543) 

Prepaid expenses  (975,834)  (373,060) 

Guarantee deposits made   281,557  (1,316) 

Increase (decrease) in:   

Accounts payable   (9,961)  (678,315) 

Guarantee deposits received  296,075  100,021 

Accrued expenses   (728,691)  47,059 

Income taxes paid  (1,897,319)  (2,310,311) 

Net cash generated by operating activities  9,577,406  4,947,202 

   

Cash flows from investing activities:   

Acquisition of investment property  (29,670,040)  (15,491,638) 

Acquisition of office furniture  (120,363)  (28,507) 

Financial assets held for trading  29,797,464  23,424,656  

Proceeds on sale of investment property  4,196,957 - 

Interest received  1,827,972  1,166,000 

Net cash used in investing activities  6,031,990  9,070,511 

   

Cash flows from financing activities:   

Repayments of borrowings  (5,297,677)  (3,336,423) 

Interest paid  (6,780,826)  (6,701,581) 

Net cash used in financing activities (12,078,503) (10,038,004) 

   

Effects of exchange rates changes on cash  98,242  (2,009,727) 

Net increase in cash and cash equivalents 3,629,135 1,969,982 

   

Cash and cash equivalents at the beginning of period  8,297,797  36,947,094 

   

Cash and cash equivalents at the end of period $ 11,926,932 $ 38,917,076 

 

 

See accompanying notes to unaudited condensed consolidated interim financial statements. 
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Corporación Inmobiliaria Vesta, S. A. B. de C. V. and Subsidiaries 
 

Notes to Unaudited Condensed Consolidated Interim 

Financial Statements unaudited  
For the three months ended March 31, 2014 and 2013 

(In US dollars) 

 

 

1. General information and significant events 
 
Corporación Inmobiliaria Vesta, S. A.B. de C. V. (“Vesta”) is a corporation incorporated in Mexico. The 

address of its registered office and principal place of business is Bosques de Ciruelos 304, 7
th

 floor, Mexico 

City.  
 
Vesta and subsidiaries (collectively, the “Entity”) are engaged in the development, acquisition and operation 

of industrial buildings and distribution facilities that are rented to corporations in eleven states throughout 

Mexico. The Entity does not have employees and receives all its administrative services from a related party. 
 
On June 25, 2013, the Entity issued equity through a follow-on public offering of shares in the Mexican stock 

market for a total number of shares of 114,573,661. 
 

2. Significant accounting policies 
 

2.1 Basis of preparation 
 

The Entity unaudited condensed consolidated interim financial statements have been prepared in 

conformity with International Accounting Standard (“IAS”) 34, Interim Financial Reporting, on a 

historical cost basis, except for investment properties and financial instruments, both of which are 

measured at fair value, as permitted by International Financial Reporting Standards (“IFRS”). 

Historical cost is generally based on the fair value of the consideration given in exchange for goods 

and services. Fair value is the price that would be received to sell an asset or paid to transfer a liability 

in an orderly transaction between market participants at the measurement date, regardless of whether 

that price is directly observable or estimated using another valuation technique. In estimating the fair 

value of an asset or a liability, the Entity takes into account the characteristics of the asset or liability if 

market participants would take those characteristics into account when pricing the asset or liability at 

the measurement date. Fair value for measurement and/or disclosure purposes in these consolidated 

financial statements is determined on such a basis. 
 

2.2 Interim financial condensed statements 
 

The accompanying condensed consolidated interim financial statements as of March 31, 2014 and for 

the three months ended March 31, 2014 and 2013 have not been audited. In the opinion of Entity 

management, all adjustments (consisting mainly of ordinary, recurring adjustments) necessary for a 

fair presentation of the accompanying condensed consolidated interim financial statements are 

included. The results of the periods are not necessarily indicative of the results for the full year. These 

unaudited condensed consolidated interim financial statements should be read in conjunction with the 

audited consolidated financial statements of the Entity and their respective notes for the year ended 

December 31, 2013. 
 

The accounting policies and methods of computation are consistent with the audited consolidated 

financial statements for the year ended December 31, 2013, except for what it is mentioned in note 3. 
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2.3 Basis of consolidation 

 

The condensed consolidated interim financial statements include the financial statements of Vesta and 

entities (including special purpose entities) controlled by Vesta (its subsidiaries). The Entity has 

control over an entity when it is exposed, or has rights, to variable returns from its involvement with 

such entity and it has the ability to affect those returns through its power over the entity. 

 

 Ownership percentage Activity 

Subsidiary / entity 31/03/14 31/12/13  

    

QVC, S. de R.L. de C.V.  99.99% 99.99% Holds investment properties 

QVC II, S. de R.L. de C.V. 99.99% 99.99% Holds investment properties 

WTN Desarrollos Inmobiliarios de 

México, S. de R.L. de C.V. 99.99% 99.99% Holds investment properties 

Vesta Baja California, S. de R.L. de 

C.V. 99.99% 99.99% Holds investment properties 

Vesta Bajio, S. de R.L. de C.V. 99.99% 99.99% Holds investment properties 

Vesta Queretaro, S. de R.L. de C.V.  99.99% 99.99% Holds investment properties 

Proyectos Aeroespaciales, S. de 

R.L. de C.V.  99.99% 99.99% Holds investment properties 

CIV Infraestructura, S. de R.L. de 

C.V. (“CIV Infraestructura”)  99.99% 99.99% Holds investment properties 

Vesta Management, S. de R.L. de 

C.V.  99.99% 99.99% 

Provides administrative 

services to the Entity 

Vesta DSP, S. de R. L. de C.V. 99.99% 99.99% Holds investment properties 

 

All intercompany transactions, balances, income and expenses are eliminated upon consolidation. 

 

3. Application of new and revised International Financial Reporting Standards (IFRS) 

 

3.1. New and revised IFRSs affecting amounts reported and/or disclosures in the financial statements  
 
Amendments to IFRS 10, IFRS 12 and IAS 27 Investment Entities 

 

The amendments to IFRS 10 define an investment entity and require a reporting entity that meets the 

definition of an investment entity not to consolidate its subsidiaries but instead to measure its 

subsidiaries at fair value through profit or loss in its consolidated and separate financial statements. To 

qualify as an investment entity, a reporting entity is required to: 

 

 Obtain funds from one or more investors for the purpose of providing them with professional 

investment management services. 

 Commit to its investor(s) that its business purpose is to invest funds solely for returns from 

capital appreciation, investment income, or both. 

 Measure and evaluate performance of substantially all of its investments on a fair value basis. 

 

Consequential amendments have been made to IFRS 12 and IAS 27 to introduce new disclosure 

requirements for investment entities. 
 

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities 

 

The amendments to IAS 32 clarify the requirements relating to the offset of financial assets and 

financial liabilities. Specifically, the amendments clarify the meaning of ‘currently has a legally 

enforceable right of set-off’ and ‘simultaneous realization and settlement’. 
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3.2. New and revised IFRSs issued but not yet effective 

 
The Entity has not applied the following new and revised IFRSs that have been issued but are not yet 
effective: 
 

IFRS 9 Financial Instruments (2) 
Amendments to IFRS 9 and IFRS 7 Mandatory Effective Date of 

IFRS 9 and transition 
disclosures (1) 

  
1. Effective for annual periods beginning on or after 1 January 2015, with earlier application 

permitted. 
2. Effective for annual periods beginning on or after 1 January 1, 2016, with earlier application 

permitted. 
 
IFRS 9 Financial Instruments 
 
IFRS 9, issued in November 2009, introduced new requirements for the classification and 
measurement of financial assets. IFRS 9 was amended in October 2010 to include requirements for the 
classification and measurement of financial liabilities and for derecognition. 
 
Key requirements of IFRS 9: 
 
 All recognized financial assets that are within the scope of IAS 39, Financial Instruments: 

Recognition and Measurement are required to be subsequently measured at amortized cost or 
fair value. Specifically, debt investments that are held within a business model whose objective 
is to collect the contractual cash flows, and that have contractual cash flows that are solely 
payments of principal and interest on the principal outstanding are generally measured at 
amortized cost at the end of subsequent accounting periods. All other debt investments and 
equity investments are measured at their fair value at the end of subsequent accounting periods. 
In addition, under IFRS 9, entities may make an irrevocable election to present subsequent 
changes in the fair value of an equity investment (that is not held for trading) in other 
comprehensive income, with only dividend income generally recognized in profit or loss. 

 
 With regard to the measurement of financial liabilities designated as at fair value through profit 

or loss, IFRS 9 requires that the amount of change in the fair value of the financial liability that 
is attributable to changes in the credit risk of that liability is presented in other comprehensive 
income, unless the recognition of the effects of changes in the liability’s credit risk in other 
comprehensive income would create or enlarge an accounting mismatch in profit or loss. 
Changes in fair value attributable to a financial liability’s credit risk are not subsequently 
reclassified to profit or loss. Under IAS 39, the entire amount of the change in the fair value of 
the financial liability designated as fair value through profit or loss is presented in profit or loss. 

 

4. Cash and cash equivalents 
 

For purposes of the unaudited condensed consolidated interim statements of cash flows, cash and cash 

equivalents include cash on hand and in banks, net of outstanding bank overdrafts. Cash and cash equivalents 

at the end of the reporting period as shown in the unaudited condensed consolidated interim statements of 

cash flows can be reconciled to the related items in the unaudited condensed consolidated statements of 

financial position as follows: 
 

 31/03/2014 31/12/2013 

 (Unaudited)  

   

Cash and bank balances $ 4,265,084 $ 3,766,015 
Restricted cash  7,661,848  4,531,782 
   
 $ 11,926,932 $ 8,297,797 

 

Restricted cash represents balances held by the Entity that are only available for use under certain conditions 

pursuant to the loan agreements entered into by the Entity. Such conditions include payment of monthly debt 

service and compliance with certain covenants set forth in the loan agreement. 
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5. Financial assets held for trading 
 

The portfolio of financial assets that the Entity has classified as held for trading relates to investments used by 

the Entity to manage it cash surplus. Such financial assets were acquired in active markets and are the 

principally comprised of investment funds with no maturity date and which mainly invest in AAA debt 

instruments, such as government bonds. 
 

6. Recoverable taxes 
 

 31/03/2014 31/12/2013 

 (Unaudited)  

   

Recoverable value-added tax (“VAT”) $ 18,043,094 $ 14,899,233 
Recoverable taxes other than VAT  1,787,603  1,647,042 
   
 $ 19,830,697 $ 16,546,275 
   

 

7. Operating lease receivables 
 

7.1 The aging profile of operating lease receivables as of the dates indicated below are as follows: 
 

 31/03/2014 31/12/2013 

 (Unaudited)  

   

0-30 days $ 3,408,800 $ 6,580,998 
30-60 days  314,565  103,202 
60-90 days  148,562  22,559 

Over 90 days  23,751   
   

Total $ 3,895,678 $ 6,706,759 
 

7.2 Client concentration risk 
 

As of March 31, 2014, one of the Entity’s clients accounts for 77% or $2,999,925 of the total 

operating lease receivable balance. The same client accounted for $5,991,674 or 89% of the total 

balance of the operating lease receivables as of December 31, 2013, under the lease agreement entered 

with such customer lease payments are invoiced every six months in arrears in June and December 

and they are payable in the first half of the following month after issuing the invoice. 

 

7.1 Non-cancellable operating lease receivables 

 

Future minimum lease payments receivable under non-cancellable operating lease agreements are as 

follows: 

 

 31/12/2013 

  

Not later than 1 year $ 62,590,902 

Later than 1 year and not later than 3 years 111,688,165 

Later than 3 year and not later than 5 years 105,934,666 

Later than 5 years  90,524,576 

  

 $ 370,738,310 
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8. Investment property 

 

The Entity uses external appraisers in order to determine the fair value for all of its investment properties. The 

independent appraisers, which hold recognized and relevant professional qualifications and have vast 

experience in the types of investment properties, owned by the Entity, use valuation techniques such as the 

discounted cash flows approach, market approach and income cap rate approach. The techniques used include 

assumptions, the majority of which are not directly observable in the market, to estimate the fair value of the 

Entity’s investment properties such as discount rates, capitalization rates and occupancy rates.  

 

The values determined by the external appraisers are recognized as the fair value of the Entity’s investment 

property at the end of each reporting period. On an annual basis, the appraisers use a discounted cash flow 

approach to determine the fair value of land and buildings and a market approach to determine the fair value 

of land reserves. 

 

As of March 31, 2014 and 2013, the Entity obtained an updated valuation for its investment properties from 

the external appraiser. Using the appraisal obtained as of December 31, 2013 y 2012, respectively, underlying 

data and significant assumptions included therein were analyzed and updated for significant changes that 

occurred during the three months ended March 31, 2014 and 2013.  

 

The Entity’s investment properties are located in México and they are classified as Level 3 in the IFRS fair 

value hierarchy. The following table provides information about how the fair values of the investment 

properties are determined (in particular, the valuation technique(s) and inputs used). 

 

 

Property  Fair value 

hierarchy 

Valuation 

techniques 
Significant 

unobservabl

e inputs 

Value/range Relationship of unobservable 

inputs to fair value 

      

Buildings 

and land 

Level 3 Discounte

d cash 

flows 

Discount 

rate 

Long-term 

NOI  

 

Inflation 

rates 

 

Absorptio

n period  

9.75% 

 

Based on contractual rent and 

then on market related rents 

 

Mexico: 3.5% 

U.S.:       2.2%  

 

From 3 to 9 months 

The higher the discount 

rate, the lower the fair 

value. 

The higher the NOI, the 

higher the fair value.  

The higher the inflation 

rate, the higher the fair 

value. 

The shorter the 

absorption period, the 

higher the fair value. 

Land 

reserves  

Level 3 Market 

value 

Price per 

acre 

Weighted average price per 

acre $313,127 
The higher the price, the 

higher the fair value. 

 

Gains or losses arising from changes in the fair values are included in the consolidated statements of 

comprehensive income in the period in which they arise. 

 

The table below sets forth the aggregate values of the Entity’s investment properties for the dates indicated: 

 

 31/03/2014 31/12/2013 

 (Unaudited)  

   

Buildings and land $ 938,820,806 $ 928,935,606 
Land reserves   57,150,000  57,990,000 

 995,970,806 986,925,606 
Less:    
Cost to complete construction in-progress  (26,419,673)  (35,041,021) 

   
Balance at end of period $ 969,551,133 $ 951,884,585 
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The reconciliation of investment property is as follows: 

 31/03/2014 31/12/2013 

 (Unaudited)  

   

Balance at beginning of period $ 951,887,543 $ 744,761,666 
Additions   20,476,381  112,068,673 
Sale of investment property  (3,918,200)   
Gain on revaluation of investment property   1,105,409  95,054,246 

   
Balance at end of period $ 969,551,133 $ 951,884,585 

 

The gain on revaluation of investment property is driven by changes in: 1) discount rates used to calculate the 

fair value, 2) occupancy rates, 3) new operating leases entered into by the Entity as well as changes in the 

market-related assumptions used to determine the fair value of the land reserves and land under development. 

 

As of March 31, 2014 and December 31, 2013, the Entity’s investment properties have a gross leasable area 

of the 15,074,959 square feet (1,400,509 square meters) and 14,378,670 square feet (1,335,822 square 

meters), respectively and they were 84% and 91%, respectively, occupied by tenants. As of March 31, 2014 

and December 31, 2013, investment properties with a gross leasable area of 1,351,416 square feet (or 

125,550 square meters) and 2,060,958 square feet (or 191,469 square meters), respectively equivalent to 

11.21% and 14.33%, respectively, of the Entity’s total leasable area were under construction. 

 

Most of the entity’s investment properties have been pledged as collateral to secure its long-term debt. 
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9. Long-term debt 

 

Long-term debt is represented by the following notes payable to GE Real Estate de México, S. de R. L. de C. V. (“GERE”): 

 

Issue date Original amount 

Annual interest 

rate Monthly amortization Maturity 31/03/2014 31/12/2013 

       

September 2003 7,637,927 7.17% $ 10,883 August 2016 $ 5,236,090 $ 5,268,740 

April 2005 2,000,000 7.17% 3,043 August 2016 1,461,820 1,470,949 

August 2005 6,300,000 7.17% 9,682 August 2016 4,656,223 4,685,269 

August 2005 14,500,000 7.17% 22,391 August 2016 10,753,041 10,820,214 

November 2005 32,000,000 7.17% 252,787* August 2016 22,081,961 22,336,748 

March 2006 15,000,000 7.17% 23,494 August 2016 8,298,113 11,434,933 

July 2006 50,000,000 7.17% 92,695 August 2016 49,351,135 49,629,220 

July 2006 12,000,000 7.17% 22,247 August 2016 11,112,565 11,179,306 

September 2006 10,800,000 7.17% 18,498 August 2016 9,379,644 9,435,138 

October 2006 8,300,000 7.17% 14,216 August 2016 7,208,430 7,251,078 

November 2006 12,200,000 7.17% 37,075 August 2016 8,480,431 8,591,656 

November 2006 28,091,497 7.17% 23,400 August 2016 11,871,860 11,942,061 

May 2007 6,540,004 7.17% 11,297 August 2016 5,730,721 5,764,612 

September 2007 8,204,039 7.17% 14,243 August 2016 7,226,781 7,269,509 

April 2008 32,811,066 6.47% 69,032 August 2016 29,848,211 30,055,305 

April 2008 867,704 6.47% 3,511 August 2016 1,517,997 1,528,529 

April 2008* 7,339,899 6.62% 171,138* August 2016 12,280,717 12,451,855 

August 2008 3,372,467 6.47% 11,158 August 2016 4,824,942 4,858,416 

August 2008 6,286,453 6.47% 13,262 August 2016 5,734,320 5,774,105 

April 2009 19,912,680 7.17% 33,788 August 2016 16,930,516 17,031,879 

December 2009 30,000,000 7.17% 52,605 August 2016 25,360,057 25,517,873 

July 2012 19,768,365 7.17% 36,649 August 2016 17,606,305 17,716,254 

July 2012  27,960,333 7.17% 51,836 August 2016 25,563,741 25,719,248 

July 2012 5,000,000 6.15% 12,363 August 2016 4,641,287 4,678,376 

March 2013 5,918,171 5.80% 14,153 August 2016  5,573,161  5,616,473 

     312,730,069 318,027,746 

       

Less: Current portion      (8,324,839)  (8,222,341) 

       

     $ 304,405,230 $ 309,805,405 

 

*  These notes payable have semi-annual payments. 



 

12 

Most of the Entity’s investment properties and rental payments derived from the lease agreements relating to 

such investment properties have been pledged as collateral to secure the loans under the Entity’s credit 

agreement with GERE. Additionally, without the written consent of GERE, the Entity may not directly or 

indirectly, sell, convey, mortgage, pledge or assign all or part of the rights it has on the whole or any part of 

its existing properties. 
 
The GERE credit agreement requires the Entity to maintain certain financial ratios (such as Cash-on-Cash and 

debt service coverage ratios) and to comply with certain affirmative and negative covenants. The Entity was 

in compliance with covenants under the GERE credit agreement as of March 31, 2014 and as of December 

31, 2013. 
 
The credit agreement also entitles GERE to withhold certain amounts deposited by the Entity in a separate 

fund as guarantee deposits for the debt service and maintenance of the Entity’s investment properties. Such 

amounts are presented as guarantee deposits assets in the statement of financial position. 
 

Scheduled maturities and periodic amortization of long-term debt as of March 31, 2014 are as follows: 

 

As of March 31, 2015 $ 8,324,839 

As of August 1, 2016  304,405,230 

  

 $ 312,730,069 

 

10. Capital stock 
 

10.1 Capital stock as of March 31, 2014 and December 31, 2013 is as follows: 
 

   

 Number of shares Amount 

Fixed capital    

Series A 5,000 $ 3,696 

Variable capital   

Series B  507,447,012  370,365,016 

   

Total  507,452,012  $ 370,368,712 

 

Stockholders’ equity, except restated paid-in capital and tax retained earnings will be subject to income 

tax payable by the Entity at the rate in effect upon distribution.  Any tax paid on such distribution may 

be credited against annual and estimated income taxes of the year in which the tax on dividends is paid 

and the following two fiscal years. 
 

On June 25, 2013, the Entity issued a total of 114,573,661 shares through a follow-on public offering 

of shares in the Mexican Stock Exchange. The net proceeds of this offering were $193,468,687 (net of 

direct issuance costs of $4,474,060, net of tax) of consisting of an increase in capital stock of 

$83,500,494 and an increase in additional paid-in capital of $109,968,193.  
 

10.2 Dividend payments 
 

Pursuant to a resolution of the general ordinary stockholders meeting on March 13, 2014 the Entity 

declared a dividend of $0.033 per share, for a total dividend of $16,846,565 which was paid via cash 

distributions on April 4, 2014. The payment was applied against the Entity’s net tax income account.  
 

Pursuant to a resolution of the general ordinary stockholders’ meeting on March 19, 2013, the Entity 

declared a dividend of $0.027 per share for a total dividend of $10,468,173 which was paid via cash 

distributions on April 1, 2013. The payment was applied against the Entity’s net tax income account. 
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11. Earnings per share 
 

The amounts used to determine earnings per share are as follows: 
 

                                 Three months ended as of March 31, 2014  

 Earnings 

Weighted-average 

number of shares Dollars per share 

    

Consolidated profit for the period $ 10,654,279  507,452,012 $ 0.02 

    

                                Three months ended as of March 31, 2013  

 Earnings 

Weighted-average 

number of shares Dollars per share 

    

Consolidated profit for the period $ 37,001,444  392,878,351 $ 0.09 

 

 

12. Property operating costs and administration expenses  

 

12.1 Direct property operating costs from investment properties that generated rental income during the 

period: 

 

 Three months 

ended 

Three months 

ended 

 31/03/2014 31/03/2013 

   

Real estate tax  $ 228,846 $ 947,695 

Insurance  73,033  68,190 

Maintenance  96,488  100,055 

Other property related expenses  246,568  299,747 

 $ 644,935 $ 1,415,687 

 

Real estate tax –The total real estate tax incurred by the Entity was $1,116,281 and $1,097,583 for 2014 and 

2013, respectively. During the three months ended March 31, 2013, the total amount incurred for the year 

was recognized in profit or loss. During the three months ended March 31, 2014, the total amount will be 

recognized over the year.  

 

12.1.1 Direct property operating costs from investment property that did not generate rental income during 

the period: 

 

 Three months 

ended 

Three months 

ended 

 31/03/2014 31/03/2013 

   

Real estate tax  $ 56,029 $ 166,734 

Insurance  7,016  8,697 

Maintenance  6,058  12,761 

Other property related expenses  125,588  61,833 

 $ 194,690 $ 249,575 
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12.2. Administration expenses consist of the following: 

 

 Three months 

ended 

Three months 

ended 

 31/03/2014 31/03/2013 

   

Employee direct benefits and office expenses  $ 1,567,965 $ 1,118,690 

Auditing and legal expenses   117,156  114,724 

Investment property valuation related expenses   69,837 - 

Equity trading related expenses  54,125  100,125 

Marketing expenses    7,618  4,132 

Other    1,062  1,785 

 $ 1,817,763 $ 1,339,456 

 

13. Income taxes  
 

The Entity is subject to ISR and through December 31, 2013, to ISR and IETU.  

 
ISR -The rate was 30% in 2013 as a result of the new 2014 ISR law (2014Tax Law), the rate will continue at 
30% in 2014 and thereafter. 
 
IETU – IETU was eliminated as of 2014; therefore, up to December 31, 2013, this tax was incurred both on 
revenues and deductions and certain tax credits based on cash flows from each year.  The respective rate was 
17.5%. 
 

The effective ISR rates are 8% and 2% for the three months ended March 31, 2014 and 2013, respectively. 

The difference between the statutory rate and the effective rate is due to inflation effects, the effect of 

exchange rates on the tax basis of investment properties and tax losses as well as other permanent differences. 
 

13.1 Income taxes are as follows: 
 

 Three months 

ended 

Three months 

ended 

 31/03/2014 31/03/2013 

ISR expense (benefit):   

Current $ 2,046,501 $ - 

Expired ISR credit on dividends -  146,444 

Deferred  (1,124,051)  715,969 

   

Total income taxes  $ 922,450 $ 862,413 

 

The income tax expense for the three months ended March 31, 2013 relates entirely to deferred income 

tax, as some of the Entity’s subsidiaries were amortizing their cumulative tax loss carryforwards. 
 

13.2 The main items originating the deferred ISR liability are: 
 

 31/03/2014 31/12/2013 

 (Unaudited)  

Deferred ISR asset (liability):   

Investment property $ (106,641,943) $ (107,817,334) 

Effect of tax loss carry forwards   15,815,343  15,398,333 

Other provisions  432,050  900,398 

   

Deferred income taxes – Net $ (90,394,550) $ (91,518,603) 
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13.3 The benefits of restated tax loss carryforwards for which the deferred ISR asset has been recognized 

can be recovered subject to certain conditions. Restated amounts as of March 31, 2014 and expiration 

dates are: 
 

Year of Tax Loss 

Expiration Carry forwards 

  

2018  11,705,195 

2020  2,333,213 

2021  16,611,043 

2022  9,352,767 

2023  12,033,838 

2024  681,753 

 $ 52,717,809 

  

14. Litigation and other contingencies 

 

In the ordinary course of business, the Entity is party to various legal proceedings. The Entity is not involved 

in any litigation or arbitration proceeding for which the Entity believes it is not adequately insured or 

indemnified, or which, if determined adversely, would have a material adverse effect on the Entity or its 

financial position, results of operations or cash flows. 

 

15. Unaudited condensed consolidated interim financial statements issuance authorization 

 

On April 22, 2014, the issuance of the accompanying unaudited condensed consolidated interim financial 

statements was authorized by Mr. Juan Sottil, the Entity’s Chief Financial Officer and consequently do not 

reflect events after this date. 

 

 

* * * * * * 


