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Management report of AS GILD Property Asset Management

AS GILD Property Asset Management (brand name GILD Real Estate) is the fund management company
of real estate fund EEREIF (Eastern Europe Real Estate Investment Fund) and an investment advisor for
a special purpose vehicle AS EEREIT (Eastern Europe Real Estate Investment Trust). AS GILD Property
Asset Management (GILD PAM) belongs to GILD Bankers Group (parent company of the Group is AS
GILD Partners). GILD Alternative Funds focuses on the management of alternative investments in
Emerging Europe. The unit comprises of three teams specialising on different types of investments —
management of asset based investing and lending investments, private equity and real estate
investments. GILD Alternative Funds unit performs its activities through two companies belonging to
the GILD Group — AS GILD Fund Management (GILD FM) and AS GILD Property Asset Management
(GILD PAM) and manages two funds — hedge fund GILD Arbitrage and real estate fund EEREIE.

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.
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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%.

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.

EEREIF’s team closely monitors fund's needs for capital and plans future cash flows with due care.
Availability of funds is adequate to meet the capital expenditure plans and other financial
commitments of the fund for the foreseeable future. Whilst there is uncertainty over future market-
driven valuation movements which may affect our ability to remain within our bank covenants, the
fund manager considers that EEREIF has sufficient financial flexibility for the foreseeable future and the
debt servicing capabilities of fund’s portfolio companies have not in general been endangered.
However, the capability of the fund to sustain required financial flexibility depends on the direction

banks decide to take.

Providing real estate investment management services was the the main source of income for GILD
PAM in the first half of 2009. Although the first half of 2009 ended with a loss as well, compared to the
results of the first half of 2008 the operating loss has considerably decreased. The minimum goal for
2009 is to achieve a balance of costs and income, since during the past year the cost base of the

company has been adjusted in accordance to actual income.

AS GILD Property Asset Management has three daugther companies: GILD Property Asset Management
UAB in Lithuania, GILD Property Asset Management Latvia SIA in Latvia and GILD Property Asset
Management EQOD in Bulgaria. Due to the changed economic situationliquidation of all daughter
companies was launched in the end of 2008, the process should be concluded during the second half of
2009. Other GILD Bankers Group companies in Latvia and Lithuania will continue with their regular

operations.

¥ GILD

REAL ESTATE



GILD Property Asset Management AS 2008 semi-annual consolidated report

The Supervisory Board of the company includes 4 members and Management Board 2 members. In the
first half of 2009 the average number of employees at GILD Property Asset Management Group was 7
(I half of 2008: 11), the wages of employees totalled to EEK 1,9m (I half of 2008: EEK 5,7m). The
remuneration paid to the management was EEK 0,7m (I half of 2008: EEK 1,3m). No oher payments or

rewards have been paid to the members of the Supervisory Board.

During the period of drafting the report on the first half of 2009 there no noteworthy events occured

that that would deviate from the main activities of the company.
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2009 semi-annual consolidated financial statements of GILD Property Asset Management AS

Management Board’s confirmation of the consolidated 2009 semi-annual financial statements

The Management Board confirms the correctness and completeness of AS GILD Property Asset

Management 2009 semi-annual consolidated financial statements as presented on pages 7 —15.

The Management Board confirms that:

- the accounting policies used in preparing the consolidated financial statements are in

compliance with the generally accepted accounting principles of Estonia;

- the consolidated financial statements present a true and fair view of the Company’s financial

position, the results of operations and the cash flows;

- ASGILD Property Asset Management is going concern.

Name Date Signature

Management Board:

Member of the Management Board Andris Kovalcuks

02 ‘.Q@a2009

Member of the Management Board Gren Noormets
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Consolidated balance sheet
(in Estonian kroons)

Assets Note 30.06.2009 31.12.2008
Current assets
Cash and bank 3593624 3699 632
Trade receivables 2 3830639 4765522
Other short-term receivables 0 10 458
Prepaid and deferred taxes 3 138 254 297 621
Prepayments to suppliers 0 87621
Other prepaid expenses 106 878 268 222
Total current assets 7 669 395 9129076
Non-current assets
Long-term financial investments 400 000 400 000
Tangible and intangible assets 4 311 799 431094
Total non-current assets 711799 831094
Total assets 8381194 9960170
Liabilities and equity
Current liabilities
Supplier payables 36773 139798
Tax liabilities 3 217 830 514 280
Payables to employees 539 264 801 548
Dividend liabilities 5 0 839 344
Other payables 0 21712
Total current liabilities 793 867 2316 682
Equity
Share capital 5 5987 000 5987 000
Statutory reserve capital 202 524 202524
Retained earnings 1656 100 7 328 002
Net profit for the financial year -216 334 -5 863 461
Unrealized exchange rate differences 3037 34423
Repurchase of treasury shares 5 -45 000 -45 000
Total equity 7 587 327 7 643 488
8381194 9960170

Total liabilities and equity
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Consolidated income statement
(in Estonian kroons)

Note  01.01.2009-30.06.2009 01.01.2008-30.06.2008

Revenue

Sales revenue 2 3703316 6090 408
Other operating income 449726 490623
Total revenue 6 4153 042 6581031

Operating expenses

Other operating expenses 7 1655900 3339912
Personnel expenses 2616377 7 534 080

Incl. Wages and salaries 1933870 5652 290

Social security costs 682 507 1881790
Depreciation 4 47 249 140 650
Other expenses 158 714 165 066
Total operating expenses 4478 240 11179708
Operating profit -325198 -4 598 677

Financial income and expenses

Profit from short-term financial investments 0 260 042
Foreign exchange losses -1986 -21 691
Other financial income and expenses 110 850 135762
Total financial income and expenses 108 864 374 113
Profit before tax -216 334 -4 224 564
Corporate income tax 0 4176
Net profit for the financial year -216 334 -4 228 740
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Consolidated cash-flow statement
(in Estonian kroons)

01.01.2009- 01.01.2008-
Note 30.06.2009 30.06.2008
Cash flows from operating activities
Operating profit -325198 -4 598 677
Adjustments:
Depreciation 4 47 249 140650
Loss from sale of non-current assets 28 105 27017
Change in receivables related to operating activities 945 341 35107113
Change in prepayments related to operating 408 332 -39732
activities
Change in liabilities related to operating activities -683 471 -972 131
Total cash flows from operating activities 420 358 -1932 760
Cash flows from investing activities
Purchase of property, plant and equipment 4 -6 317 -25 500
Proceeds from disposal of property, plant and
equipment 4 50 258 43 200
Interests received 110850 135763
Total cash flows from investing activities 154791 153 463
Cash flows from financing activities
Contributions to share capital 0 1565 000
Purchase of treasury shares 0 -50 000
Dividends paid 5 -647 785 0
Total cash flows from financing activities -647 785 1515000
Total cash flows -72 636 -264 297
Cash and cash equivalents at beginning of the year 3699632 2 662 705
Cash and cash equivalents at end of the year 3593624 2388673
Effects of exchange rate changes -33 372 -9735
Net increase/decrease in cash and cash equivalents -72 636 -264 297
% GILD
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GILD Property Asset Management AS Consolidated report 1 half-year 2009

Notes to the consolidated financial statements

Note 1 Accounting policies adopted in the preparation of the consolidated financial statements

The consolidated financial statements of AS GILD Property Asset Management have been prepared in
accordance with the generally accepted accounting principles of Estonia whose main requirements are
prescribed by the Accounting Act of the Republic of Estonia and which are supplemented by the
guidelines issued by the Accounting Standards Board. The accounting principles used in 2009 semi-
annual report are identical to the ones used for 2008 Annual Report.

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

Note 2 Related party transactions

In preparing the financial statements of AS GILD Property Asset Management, the following parties
have been considered as related parties:
a. owners and the persons having control or significant influence over them;
b. other companies belonging to the same consolidation group (incl. other subsidiaries and
associates of the owners);
€. management and supervisory boards;
close family members of the persons mentioned above and the companies controlled by them
or under their significant influence.

AS GILD Property Asset Management is owned 100% by AS GILD Partners since September 2008,
before the company was owned 50% by the Uus Maa Kinnisvaragrupp OU. The company has made
transactions with OU Uus Maa Kinnisvarakonsultandid, which belongs to the Uus Maa group, with AS
GILD Fund Management, GILD Financial Advisory Services, GILD Bankers Ukraine and GILD Latvija,
which are the parent company's other subsidiaries, and with AS Eastern Europe Real Estate Investment
Trust (EEREIT) and Eastern Europe Real Estate Investment Fund (EEREIF), which are entities whose
assets AS GILD Property Asset Management manages. It has also provided services to the investee
companies.
Volume of transactions

I half-year I half-year
Related party Substance 2009 2008
EEREIT AS Services sold 0 2933279
EEREIF Services sold 3900128 2157 129
Investee companies Services sold 193 554 487 928
0U Uus Maa Kinnisvaragrupp Services sold 0 2 695
Total services sold to related parties 4093 682 6581031
AS GILD Financial Advisory Services Services purchased 154 801 153782
AS GILD Fund Management Services purchased 79 382 314957
AS GILD Latvija Services purchased 68 651 0
Gild Bankers Ukraine Services purchased 0 122 814
0U Uus Maa Kinnisvarakonsultandid Services purchased 0 7 080
Total services purchases from related parties 302 834 598 633
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