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Eastern Europe Real Estate Investment Fund management report

In the first half of 2009 the return of EEREIF fund unit was negative for the second time since inception
of the fund in May 2005. It lost 22.17% of its value compared to net asset value of EEREIF fund unit in
the end of December 2008. New net asset value of EEREIF fund unit is EUR 10.14. The size of EEREIF
assets is more than EUR 47 million and average financial leverage on assets is 50%.

The situation in the operational environment of the company has continued to be difficult in the first
half of 2009 and lead to new challenges as real estate activity has basically been in a standstill
throughout the first half of the year. The financial crisis has produced a continuous shortage of liquidity
in the commercial real estate financing sector in the first half of 2009. The situation has also
deteriorated due to the decline in the valuations of collaterals. Most funds and investors face capital
shortages and refinancing problems. Lower demand also for commercial real estate (both by investors
and tenants) is currently evident in all real estate markets, putting continuous pressure on rents,
vacancies and yields. Investors with investment capacity are on stand-by and anticipating even lower
property prices.

Shortly after the end of the period covered in the report the fund management company decided to
change the management of EEREIF and on 07.07.2009. appointed Gren Noormets as the second EEREIF
Fund Manager next to Urmas Laur. On 04.08.2009 the management of the company appointed Gren
Noormets also as a member of the management of AS GILD PAM. Current situation demands more
focus with negotiations and cooperation with banks. Gren Noormets has long term experience in
banking with a focus on real estate financing that will strengthen the team.

Despite the difficult environment our real estate assets have continued to develop moderately. The
most challenging investments are in those sectors which experience the greatest pressure on rents and
vacancies, such as multi-tenant office and retail properties. In most projects the net operating income
during the first 6 months of 2009 has increased compared to second half of 2008. Decrease in asset
value mostly comes through increased discount rates reflecting uncertainties prevailing on the market
rather than real underperformance of the assets.

Uncertainty over future market-driven valuation movements may affect our ability to remain within
our bank covenants.

Through its subsidiaries and other financial investments, EEREIF has invested in 16 various real estate
projects in Estonia, Latvia, Lithuania, Poland and Bulgaria.

The portfolio’s structure by countries is as follows:
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Money, loans and

her assets

=)

B 7% Estoria
63%

Poland
6%

Bulgaria
12%

Lithuania
11%

1%

During the period of preparing the financial statements, no extraordinary events which would deviate
from the Fund’s principal activities have occurred.
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2009 semi-annual financial statements of Eastern Europe Real Estate Investment Fund

Confirmation of the Management Board of the Fund Management Company to the 2009 semi-annual

financial statements

The Management Board of the Fund Management Company confirms the correctness and
completeness of the financial statements of Eastern Europe Real Estate Investment Fund as presented

on pages 6-16

The Management Board of the Fund Management Company confirms that:

- The accounting policies, methods and valuation bases used in the preparation of the financial
statements are in accordance with the requirements established for investments funds in the
Accounting Act, the Investment Funds Act and the related requirements established in
regulations no. 46 from 13 June 2005 and no. 50 from 2 July 1998 by the Minister of Finance,

as well as the generally accepted accounting principles and practices.

- The financial statements present a true and fair view of the financial position, the results of

operations and the cash flows of the Fund;

- Eastern Europe Real Estate Investment Fund is a going concern.

Management Board of the Fund Management Company:

Member of the Management Board/Fund Manager Gren Noormets ({%'.%.2009

2 L
Member of the Management Board Andris Kovalcuks Q%.'Q:J:ZOOQ
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Balance sheet

(in Estonian kroons)

Assets Note 30.06.2009 31.12.2008
Securities 2 257 065 758 292 827 996
Shares and units 218 655 248 292 827 996
Bonds 38410510 0
Cash and bank 17 042 790 22096172
Loans and receivables (related parties) 6 171 248 007 184 503 411
Loans granted 4 2414145 43 275632
Accrued income 4 844 587 546 442
Total assets 448 615 287 543 249 653
Liabilities and Fund’s net assets value
Payable to the Fund Management Company 6 3703 316 4753703
Payable to the depositary 3 607 4679
Loans and interests (related parties) 6 78 227 274 77 707 916
Borrowings 0 400 000
Trade payables 56 406 17 076
Other accrued expenses 0 339555
Total liabilities 81990 603 83222929
Fund'’s net assets value (NAV) 366 624 684 460 026 724
Total liabilities and Fund’s net assets value 448 615 287 543 249 653
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Statement of income and expenses

(in Estonian kroons)

Net gain/loss on investments
On shares

Note  01.01.-30.06.2009

25.03-30.06.2008

Unrealised profit/loss -94 253 803 25952 830
Total net gain/loss on investments -94 253 803 25952 830
Other income
Other financial income 46 7 065 360 3010445
Total other income 7 065 360 3010445
Total income and net loss -87 188 443 28 963 275
Operating expenses
Management fees 6 -3703 316 -3015601
Depositary fees -26 746 -17 058
Other operating expenses 5 -834 871 -502 501
Total operating expenses -4 564933 -3 535 160
Other expenses
Interest expenses 6 -1 648 366 -1207 134
Foreign exchange losses -297 -2322
Total other expenses -1 648 663 -1209 456
Total expenses -6 213596 -4 744 616
Net result of the Fund’s operations -93 402 039 24218 659
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Statement of changes in net assets of the Fund

Net assets’ value of the Fund as at 31.12.2008 460026 724
Net result of the Fund’s operations for the reporting period -93 402 039
Elimination impact of deferred tax assets -741 477
Net assets’ value of the Fund as at 30.06.2009 365 883 208
Number of outstanding Fund units 2 307 260
Net asset value (NAV) per unit as at 30.06.2009 158,58

The fund units of EEREIF are denominated in euros with the nominal value of EUR 10 (EEK 156.47)
each, the carrying value at the end of the reporting period is EUR 10,1351 EUR (EEK 158.58).

The carrying value of net assets does not reflect all potential risks accompanying the investment. Using
the reporting recommendations of INREV as the basis, the possible risks are provided in the table
below.

Fund Fund unit
Carrying value of net assets (NAV) as at 30.06.2009 365 883 208 158,58
Contingent income tax on exiting investments -31761112 -13,77
Estimated sales expenses regarding the projects accounted for
in the real estate valuation reports 7042 801 3,05
Contractual fees -7 317 664 -3,17
Deferred tax assets 741 477 0,32
Adjusted net assets value (NAV) as at 30.06.2009 334588710 145,02

Notes to the financial statements

Note 1 Accounting policies used in the preparation of the financial statements

Bases for preparation

The financial statements of Eastern Europe Real Estate Investment Fund (EEREIF) for the period of
01.01.2009-30.06.2009 have been prepared in accordance with requirements established for
investment funds in the Accounting Act, the Investment Funds Act and the related requirements
established in regulations no. 46 from 13 June 2005 and no. 50 from 2 July 1998 by the Minister of
Finance, as well as the generally accepted accounting principles and practices. The accounting
principles used in 2009 semi-annual report are identical to the ones used for 2008 Annual Report.

The financial data presented in the financial statements are presented in Estonian kroons.
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