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PREFACE CEO 

Reinier A. van Gerrevink 

Dear readers of this annual report, 

2010 has been a challenging year due to the strong decline of the various office markets in the three 

countries in which we operate. It has been and remains a challenge for us to achieve improvement in 

leases, on balance we dropped f rom an 87% to an 83% occupancy rate last year, in spite of 118 new 

leases wi th new and existing tenants. This leasing activity represented over 13% of the annual rent, or 

€13 .4 mil l ion. The retention of tenants of course was and is a high priority in this respect. Nonetheless, 

64 tenants representing annual rental income of € 7.8 million departed. Fortunately this was offset by 

€ 5.5 mill ion in leases wi th new tenants. This was not sufficient to improve the occupancy rate. 

The current year, 2011, also is and will remain a challenging year, knowing that several large(r) leases 
have expired or have been cancelled. For the t ime being we are not in a position to say whether and if so, 

when, new leases will be signed to this end. The mood in Belgium is better, in particular in relation to 
the logistics investment properties. Prime property has already started to recover somewhat. We hope 

that this is a good sign, but the SME sector, a market that is relevant to us, is still cautious in terms of 

moving needs and incurring costs. Governments are in the process of making cost reductions. This has 

already affected us several times in terms of tenants terminating their lease. And once the economy 

improves, we will still have to be patient before this translates into increased demand for (office) space. 

Indeed, our business is late-cyclic. Furthermore, there is ample supply, although the supply of new 

offices is relatively l imited. Banks are not inclined to finance new development (on a risk basis) and 

developers are experiencing a difficult t ime due to the fact that they still own inventory that is 

weighing them down. 



A number of interesting leases was concluded in the Netherlands. The right degree of f lexibility on the 

part of the landlord resulted in our building along the Leidsevaart in Haarlem (a property that has been 

vacant for years) to once again be profitably rented. A condition was that it would undergo significant 

renovations in accordance wi th the desires of the new tenant, who consequently leased it over the long 

term. Sustainability was a key element in this regard. The building's EPC label wil l be increased f rom 

G to A, which will result in major energy savings. Key leases were also signed for properties along the 

Herengracht in Amsterdam, the Hettenheuvelweg in Amsterdam South-East and along the Veerhaven 

in Rotterdam. 

Things are on the move in Belgium. A number of interesting leases was signed for the logistics segment 

o f the portfolio, such as the solar-powered logistics building in Puurs (43,000 sqm), as well as 18,000 sqm 

in Boom, and another 6,500 sqm in Mechelen. On the office side, various properties were also leased, 

such as our buildings in Strombeek-Bever and Mechelen. In total we had € 8.9 mill ion in leases of which 

€ 3.5 million was related to new leases. With due consideration to market conditions, the performance 

of our team in Belgium is superb. Last year, our beautiful property in Mechelen (Mechelen Campus) was 

vacated by Tibotec-Virco, a company that was acquired by Johnson & Johnson and which consequently 

moved in w i th its new parent company. 

Three small leases were concluded in Germany. Unfortunately this was not enough to keep the occupancy 

rate up to par. This year we are faced wi th the tremendous challenge of offsetting the departure of 

Victoria Versicherungen in Dusseldorf at the end of 2011. 

In terms of property value, we have been heavily penalised in recent years, as you may well understand. 

Higher net initial yields combined wi th lower rent levels were the main ingredients in this regard. 

The investment properties in our fund are currently valued at a net yield of approximately 9%. A still higher 

return is of course conceivable; however, we expect that there is not too much for sale at that yield. 

Office transactions are scarce as a result of which reference to completed transactions is difficult. 

Key progress has been made in the area of sustainability in 2010. In the Netherlands and Belgium we are 

purchasing hydro-generated electricity for our tenants. Furthermore, 88,000 sqm of solar panels were 

installed on the roofs of three of our logistics buildings in Belgium. A great deal of experience was gained 

during the reporting year wi th certification in accordance wi th the Breeam-ln-Use system. In June 2010, 

we were awarded the first issued Breeam-ln-Use International certificate for our building along the 

Kaistral?e in Dusseldorf, making us a leader in this form of certif ication. To f ind out more about what we 

are doing in the area of sustainability and about our plans, please visit our website. 

Financing: in Belgium, our subsidiary Intervest Offices issued a bond loan in the amount of € 75 mil l ion, 

which turned into a major success. This has reduced dependency on banks. Furthermore the extension 

option in the syndicated financing o f the Dutch and German property portfolios, totall ing 

approximately € 200 mil l ion, was exercised increasing the maturity by one year to the middle of 2013. 

DISCUSSIONS W I T H NSI 

As you know, NSI contacted us last December about a possible merger between our fund and theirs. 

Af tera vast number of weeks of mutual due diligence (audits) we entered in Februay 2011 into 

negotiations on a mutually acceptable transaction, however, these negotiations were wi thout result. 

We still remain available for discussions wi th NSI, subject to the condition that they are useful and have 

the potential of resulting in an outcome that is acceptable to both parties. In this context we will 

discuss a 'Strategic Review' wi th you at the General Meeting of Shareholders to be held on 4 May 2011. 



TERMINATION OF THE AGREEMENT WITH VASTNED RETAIL 

We have decided to agree with the termination the management cooperation between VastNed 

Offices/Industrial and VastNed Retail N.V. We are planning to submit a new dedicated management 
team in the near future, which will implement the strategy arising from the review. The first step to 

separate the funds was taken in 2006, namely by forming two Supervisory Boards as a result of which 

each fund has its own independent Supervisory Board. This is a logical step, all the more since the 

market demands such dedication. 

OUTLOOK 

Due to the extensive competition on the office market, the results for the property portfolio for 2011 

are uncertain. The development of the direct investment result depends on the degree to which 

VastNed Offices/Industrial will be able to let a number of vacant properties. The direct investment 

result in 2011 is expected to come under pressure due to the increased interest expenses and general 

expenses caused by the increased consulting costs incurred in the context of the potential merger with 

NSI, the strategic review and the termination of the management cooperation with VastNed Retail. 

In part due to the latter, it is, for the time being, difficult for us to provide an indication of the direct 

investment result per share for 2011. 

Kind regards. 
Reinier A. van Gerrevink, CEO 



LIST OF ABBREVIATIONS DEFINITIONS 

AFM Dutch Authori ty for the Financial Markets 

Bevak (Belgian) investment company wi th fixed capital 

CEO Chief Executive Officer 

CFO Chief Financial Officer 

CIO Chief Investment Officer 
Code The Dutch corporate governance code 
CPI Consumer Price Index 
EPRA European Public Real Estate Association 
GDP Cross Domestic Product 
CPR Global Property Research 
IAS International Accounting Standards 
IFRS International Financial Reporting Standards 
IRS Interest Rate Swap 
IVBN Dutch Association of institutional property investors 
REIT Real Estate Investment Trust 
US United States 

Average (financial) occupancy rate 

100% less the average (financial) vacancy. 

Average (financial) vacancy rate 
The market rent applicable for a particular period of vacant 
properties, expressed as a percentage o f t he theoretical rental 
income for the same period. 

Cross rent 
Contractually agreed rent for a particular property, taking the 
effect of straight-lining of lease incentives into account. 

Cross rental income 
The gross rent recognised for a certain period after deduct ion of 
the effects of straight-lining of lease incentives. 

Cross yield 
Theoretical annual rent expressed as a percentage of the market 
value of the property. 

Lease incentive 
Any compensation, temporary lease discount or expense for a 
tenant upon the conclusion or renewal of a lease agreement. 

Market rent 
The estimated amount for which a particular property may be 

leased at a given t ime by well-informed parties who are prepared 
to make a transaction, who are independent and who act 

prudently and free f rom duress. 

Market value 
The estimated amount for which a particular investment property 
might be traded between well-informed parties who are prepared 
to make a transaction, who are independent and who act 
prudently and free f rom duress. 

Net initio/ yield 
Net rental income expressed as a percentage of the acquisition 
price ( including transaction costs) of the respective investment 
property. 

Net rental income 
Gross rental income less ground rents paid, net service charge 
expenses and operating expenses at tr ibutable to the respective 
period, such as maintenance costs, management expenses, 
insurance, lett ing costs and local taxes. 

Net yield 
Theoretical net rental income expressed as a percentage 
of the market value of the respective investment property. 

Occuptmcy rate 
100% less the vacancy rate. 

Straight-lining 
Phasing the costs of lease discounts, rent-free periods and 
lease incentives over the duration of the lease contract. 

Theoretical annual rent 
The annual gross rent at a given t ime, excluding the effects 
of straight-lining of lease incentives and such, plus the annual 
market rent of any vacant properties. 

Theoretical rental income 
The gross rent at tr ibutable to a particular period excluding the 
effects of straight-lining of lease incentives and such, plus the 
market rent of any vacant properties applicable to the same 
period. 

Voconcy rote 
The annual market rent of unleased properties at a certain point 
in t ime expressed as a percentage o f t he theoretical annual rent 
at the same point in t ime. 
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PROFILE AND 
STRATEGY 

HISTORY 

VastNed Offices/Industrial N.V., founded in 1984, is a (closed-end) property investment company with 
variable capital that makes long-term investments in a well let property portfolio, consisting of offices 
and semi-industrial properties, in the euro zone. The shares have been listed on NYSE Euronext Amsterdam 
since 23 June 1989 and are included in the Amsterdam AScX index. VastNed Offices/Industrial is part 
of the VastNed Group. 

VISION 

The office market is a market in which the tenants are generally less restricted to a specific location for 
establishing their place of business or organisation. There is primarily competition between different 
office locations to be the site for establishing a company's place of business or organisation. In addition, 
the demand for office space is determined to a large extent by economic trends and the supply of office 
space. Supply and demand vary considerably over time. This leads to a cyclical office market where 
investment results fluctuate over time. 

MISSION AND STRATEGIC OBJECTIVE 

VastNed Offices/Industrial offers institutional and private shareholders an investment product that focuses 
primarily on offices and semi-industrial properties. By taking advantage of the cyclical office market in 
a dynamic fashion, it is possible to profit from the increase in rents and values when the cycle is on the rise. 
When there is a downturn in the cycle, the aim is to l imit investors' exposure. VastNed Offices/Industrial 

uses active management, including an active acquisition and sales policy, to turn the office market cycle 
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to its advantage in order to realise a relatively high investment result over the course of the entire office 

market cycle. The strategy is assessed ongoing by the Supervisory Board and Board of Management 

and is reviewed to possible changing surroundings. 

INVESTMENT PRODUCT A N D INVESTMENT METHODOLOGY 

VastNed Offices/Industrial aims to realise its objective by focusing on the following investment 

products and by using the following investment methodology: 

- a mix of offices and semi-industrial property (logistics centres and business premises). The aim is to 

have between 80% and 100% of invested capital in offices and between 0% and 20% in semi-industrial 

property; 

- investments in large, liquid office markets, whereby VastNed Offices/Industrial currently focuses 

on the large liquid office markets in the Netherlands, Belgium and Germany; 

- investments in office markets where the legal and fiscal arrangements are favourable; 

- investments in semi-industrial property; 

- a balanced risk-return profile for the investments; 

- minimising the investment risk during downturns in the office market cycle through active 

management of the office portfol io, including an active acquisition and divestment policy, and; 

- focus on an opt imum spread within the property portfol io, using the following spread criteria: 

countries, regions, cities, number of tenants, number of properties, spread in categories, a l imit 

to the size of properties and a l imit to the size of individual tenants. 

SIZE A N D COMPOSITION 

At year-end 2010, VastNed Offices/Industrial's property portfolio had a value of € 1,030.0 million 

(year-end 2009: € 1,076.9 million). At that date it had the following composition: 

- 81% offices, and; 

- 19% semi-industrial property. 

Broken down by the countries where VastNed Offices/Industrial currently has operations, 

the composition is as follows at year-end 2010: 

- 42% The Netherlands; 

- 48% Belgium, and; 

- 10% Germany. 

FISCAL STRUCTURE 

An attractive tax climate is an important factor in determining investment selection. VastNed Offices/ 

Industrial qualifies as a fiscal investment institution as referred to in Section 28 of the 1969 Netherlands 

Corporate Income Tax Act. This means that no corporate income tax is due in the Netherlands. In Belgium 

almost all investments are held in the property Bevak Intervest Offices, which is also exempt from 

corporate income tax. German property is held by means of companies that are effectively subject to 

German income tax, but are taxed at a moderate rate. 

F INANCING POLICY 

The basic rule is that the loan capital used to finance the property portfolio is at the most kept to about 

40% to 45% of the market value of the properties. A temporary deviation from this l imit is possible if 

interesting acquisition or sales opportunities arise, and provided the ratio between interest rates and the 

yield on the properties is acceptable. An option is to finance the property portfolio through a relatively 

large amount of loan capital when there is an upturn in the office market and have a relatively small 

amount of loan capital when there is a downturn in the market. VastNed Offices/Industrial at all t imes 

remains within the financing limits as referred to in Section 28 o f the 1969 Netherlands Corporate Income 

Tax Act. Furthermore, the organisation aims for a balance between short-term and long-term fixed interest 

periods in its f inancing. The basic position is that two third of the loan portfolio should have fixed 

interest rates wi th a weighted average term of at least three years. To this end, interest-rate derivatives 
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are used where appropriate. In order to l imit refinancing risks, the aim is to have three quarters of the 

loan portfolio made up of long-term loans wi th a weighted average term of at least three years. It can 

be an attractive proposition to issue new shares in times when the VastNed Offices/Industrial shares 

trade at a premium compared with the net asset value. In principle newshares will only be issued if there 

are investment opportunities in the foreseeable future. The decision to issue or repurchase company 

shares is taken by the Board of Management, taking into account the l imits and conditions to be set by 

the Supervisory Board. 

CURRENCY POLICY 

VastNed Offices/Industrial aims to avoid currency risks by investing primarily in the euro zone. 

D IV IDEND POLICY A N D RESERVATION POLICY 

VastNed Offices/Industrial's dividend policy is aimed at distributing the direct investment result fully to 

the shareholders. The fiscal result as a minimum must be paid out in cash in order to comply wi th the 

fiscal conditions for fiscal investment institutions. The dividend is placed at the shareholders' disposal 

in the form of an interim dividend equal to 60% of the direct investment result for the first six months 

of the financial year plus a final dividend after the financial year has closed. 

ACQUISITION A N D DIVESTMENT POLICY 

VastNed Offices/Industrial pursues an active acquisition and divestment policy. New investment 

opportunities are constantly being assessed. Acquisitions are only made if the market conditions are 

favourable, the risk-return profile is balanced and the capital ratios allow the acquisition in question. In this 

context, acquisition opportunities are constantly being weighed against alternatives such as the repurchase 

of own shares. A review is carried out at least once every year to identify the properties in the property 

portfolio that no longer satisfy the desired risk-return profile. This can lead to divestment in some cases. 

RISK MANAGEMENT 

VastNed Offices/Industrial pursues an active policy of assessing the risks associated wi th investing in 

property and taking appropriate action where necessary. In doing so, it distinguishes between strategic 

risks, operational risks, financial risks, reporting risks and compliance risks. A more detailed description 

of VastNed Offices/Industrial's risk management can be found in the Report of the Board of Management 

chapter on page 64 and the Risk management chapter on page 144 in this annual report. 

SUSTAINABILITY 

Sustainability is a high priority for VastNed Offices/Industrial. VastNed Offices/Industrial actively 

implements its policy on sustainable business practices in its property portfol io. This is further clarified 

on page 61 in this annual report. 
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ORGANISATION 

VastNed Offices/Industrial carries out active management of its property portfolio; its aim is to have 

fully-fledged local management in place in the countries in which it has, or intends to have, operations. 
With over 100 employees in total, VastNed Management in Rotterdam, VastNed Management Espana 

in Madrid, VastNed Management France in Paris, Intervest Retail and Intervest Offices, both in Antwerp, 

VastNed Management Deutschland in Frankfurt and VastNed Emlak Yatirim ve ingaat Ticaret in Istanbul 

manage the investments of VastNed Offices/Industrial and VastNed Retail. VastNed Management has 

no profit objective, but provides the funds with a board of directors and management. 

A cost allocation agreement applies to the partnership between VastNed Offices/Industrial, VastNed 

Retail and VastNed Management. All costs incurred are allocated on the basis ofthe actual work done, 

without any mark-up for profit. VastNed Offices/Industrial holds 33% ofthe shares in VastNed 

Management while 67% are held by VastNed Retail. 

Keeping the management of properties in-house is the best way of ensuring optimum leasing to 
creditworthy tenants and proper care for the state in which the properties are kept. By carrying out as 
many ofthe commercial and administrative management tasks as possible in-house, the company 
comes into direct contact with the tenants and the property market, enabling it to respond effectively 
to market developments and to manage operating expenses in a responsible fashion. Technical 
management is largely subcontracted to local specialists. Care is taken to ensure the properties are in 
an optimum state with an optimum value in relation to the returns for shareholders. This is done by 
carrying out maintenance and renovations on property investments in the portfolio and by selling 
properties that are no longer appropriate for the portfolio. The property markets in the different 
countries are subject to the legislation and regulations applicable in the countries in question. Local 
networks together with specialist knowledge of the local culture give the company the edge in the 
commercial operation of the properties. VastNed Offices/Industrial aims to carry out its activities in 
the country itself wherever possible. 
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REPORT OF THE 
SUPERVISORY 
BOARD 

From left to right Henk W. Breukink, Willem M. Steenstra Toussaint, Robert K. Jacobson, Henk R. Porte 

INTRODUCTION 

The markets in which VastNed Offices/Industrial operates are competitive and in general are characterised 

by l imited scarcity. This is reflected in rent levels and property values. This was the subject of in-depth 

discussions by the Supervisory Board. The Supervisory Board held 14 meetings in 2010 that were 

attended by the Board of Management; these meetings took the form of a conference call on seven 

occasions. In the context of making sound decisions, the Board of Management always kept the 

Supervisory Board supplied wi th sufficient information in t ime. None o f the members o f the 

Supervisory Board was absent, or frequently absent, during its deliberations. The subjects that were 
discussed in the Supervisory Board's 14 meetings included the fol lowing: 

- the state of affairs and the risks in the property portfolio; 
- the strategy and the risks (risk management) of the Company; 

- the financial results, plus how they were reported in press releases; 

- the financing structure of the company and its resilience in the light of the credit crisis; 

- dividend policy and the policy on reserves; 

- the composition of the Board of Management; 

- the performance of the external auditor; 

- the remuneration of the members of the Board of Management; 

- the relationship wi th the shareholders; 

- aspects of corporate social responsibility, where relevant for the company; 

- the consequences for the Company of the proposed merger w i th Nieuwe Steen Investments, 

including an assessment of the strategic alternatives; 
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- the partnership agreement with VastNed Retail, including compensation in the event the partnership 

is terminated, and; 

- the performance o f the subcommittees o f the Supervisory Board, including the reporting by these 

committees. 

PERFORMANCE OF THE PROPERTY PORTFOLIO 

The rental income is under pressure due to the rising vacancy rate and the lower effective rent levels 

following new leases and lease renewals. The mounting vacancy rate, however, most severely affects the 

Company's income streams. Moreover, the property values in this reporting year exhibited a reduced 

downward valuation rate compared to the previous year. 

STRATEGY 

In the strategy meeting, the discussion, among other things, focused on the opportunities provided by 

the financial crisis to acquire property portfolios f rom owners burdened by major debt loads. A solid 

balance sheet position is indispensible for exploiting opportunities in this area. The Supervisory Board 

was struck by the fact that the willingness to sell on the part of such owners and the associated financing 

banks, for the t ime being remains l imited. The strategy has been incorporated into the 2011-2013 

BusinessPlan. 

Following the balance sheet date various meetings dedicated to strategy were held in which VastNed 

Offices/Industrial's strategy was assessed in a broader context. The result of this strategic review is 

that, as a f irst step, VastNed Offices/Industrial and VastNed Retail wil l be terminating their cooperation 

effective 1 January 2012. The strategic review will be further fleshed out during the period leading up 

to the General Meeting of Shareholders to be held on 4 May 2011. 

F INANCING STRUCTURE 

The Supervisory Board has reviewed the financing structure, and has expressed a preference for lowering 

the loan-to-value ratio and the spread of the loan portfolio in terms of long and short term contracts 

and fixed interest rate terms. In addit ion, it was decided to explore new sources of f inancing. This has 

resulted in the placement of a five-year bond loan in the amount of € 75 mill ion at Intervest Offices wi th 

institutional investors. 

D IV IDEND AMD RESERVATION POLICY 

The Supervisory Board, just like the year before, has had detailed discussions wi th the Board of 

Management about the existing dividend policy and the policy on reserves. Considerations included the 

extent to which equity could be strengthened by modifying this policy (for example, on the basis of a 

permanent reduction of the pay-out ratio). The conclusion was that this would not lead to a significant 

reinforcement of equity and that modification o f the dividend policy and reserves policy could damage 

the confidence of a numberof shareholders who retain VastNed Offices/Industrial shares in part 

because of the attractive dividend yield. The Supervisory Board supports the proposal to continue the 

current policy, paying out the full amount of the direct investment result per share. 

Part of the final dividend may be paid out to the shareholders as a stock dividend charged to the share 

premium reserve. The profit for tax as a minimum must be paid out in cash in order to comply w i th the 

fiscal conditions for fiscal investment institutions. An interim dividend will be paid in August based on 

60% of the direct investment result per share for the first six months of the financial year. The final 
dividend will be paid in May of the following financial year, based on the total direct investment result 

per share of the previous financial year. 
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The Supervisory Board is in agreement w i th the dividend proposal by the Board of Management to 

issue the following final payment per share for the 2010 financial year: 

- 5% in cash on the priority shares; 

- a pay-out on the ordinary shares (after deduction of the interim dividend of €0.41) of €0 .91 out of 

the freely distributable reserves, towards choice of the shareholder: 

- € 0.91 in cash minus 15% dividend tax, or 

- € 0.68 in cash minus 15% dividend tax, plus a percentage in the form of shares (still to be 

determined), depending on the share price, charged to the share premium reserve, wi thout 

deduction of dividend tax. 

This takes the total dividend paid out over 2010 to € 1.32 per share. 

RELATIONSHIP W I T H THE SHAREHOLDERS 

In one of the meetings of the Supervisory Board, the Board of Management explained the nature and 

frequency of contacts w i th shareholders. This is a subject that will be discussed at least once every year 

by the Supervisory Board. 

CORPORATE SOCIAL RESPONSIBILITY 

The 2011 -2013 Business Plan, which was approved by the Supervisory Board, comprises a number of 

initiatives that wil l be implemented over the coming years by the Board of Management regarding 

making the property portfolio more sustainable. The Supervisory Board believes that the 2011 -2013 

Business Plan represents a suitable approach to this subject, 

2010 A N N U A L REPORT A N D A N N U A L ACCOUNTS 

The annual report drawn up by the Board of Management includes the 2010 annual accounts audited 

by Deloitte Accountants B.V. The auditor issued a qualified opinion on the annual accounts in relation 

to the treatment of a lump sum payment received. In 2010, Intervest Offices in the context of the 

premature departure of the tenant Tibotec-Virco received compensation for the rental income owed 

over the remaining period of the cancelled leases. As previously indicated at the t ime of the semi-annual 

figures, Intervest Offices recognises this compensation spread out over t ime on the basis of the original 

terms of the leases. It recognised this transaction in its annual accounts, which are prepared pursuant 

to the IFRS accounting principles, in this manner, wi th the approval of the Management Board and the 

auditor (Deloitte Bedrijfsrevisoren) in Belgium. VastNed Offices/Industrial's Board of Management is in 

agreement wi th this method of reporting and has reported these figures in the same way in the 

consolidated figures. Deloitte Accountants in the Netherlands is of the opinion that this method of 

t reatment is not correct and that the portion of the lump sum payment which is not subject to any 

conditions, must be recognised as income in 2010. It consequently issued a qualified opinion. 

According to the auditor, on this basis, the equity VastNed Offices/Industrial shareholders at year-end 

2010 and the investment result after deducting the 2010 non-controlling interest is understated by 

€ 1.3 mil l ion. The Board of Management will base the 2010 dividend proposal on the reporting method 

used by Intervest Offices, in view of the fact that the dividend to be paid by Intervest Offices is based on 

the approved published annual figures. The Supervisory Board is in agreement w i th this report and 

wi th the 2010 annual accounts and supports the proposal of the Board of Management recommending 

that the General Meeting of Shareholders adopt the 2010 annual accounts in the form as presented. 

The Supervisory Board also recommends that the Board of Management be granted discharge for the 

policies pursued in 2010 and that the Supervisory Board be granted discharge for the supervision 

conducted in 2010 on these policies. 
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