Baltic Horizon Fund
Fund rules
(hereinafter “the Rules”)
These Rules are in force as of 23 May 2016.

1.

GENERAL

1.1.

Baltic Horizon Fund is a closed-ended contractual investment fund (the “Fund”)
registered and acting in accordance with the Estonian Investment Funds Act
(the “IFA”). The Fund is a real estate fund as defined in the IFA.

1.2.

The Fund is managed by Northern Horizon Capital AS, a fund management
company established and registered in the Republic of Estonia, with a register code
11025345 and its seat in Tallinn, Estonia (the “Management Company”).

1.3.

The Fund is situated at the registered address of the Management Company.

1.4.

The Fund is established for an undetermined period.

1.5.

The Fund is a public fund.
1.5.1. The Management Company shall pursue for the units of the Fund
(the ”Units”) to be admitted to trading on a regulated securities market in
the European Economic Area within a reasonable time after the first
capital raising of the Fund.
1.5.2. The Management Company shall retain the Units traded on a regulated
securities market or multilateral trading facility in the European Economic
Area. In case the Units are de-listed for any reason, the Management
Company shall immediately seek new admission to trading in the same or
another market.
1.5.3. The Management Company may seek simultaneous trading of Units on
different trading venues.

1.6.

The Rules have been registered by the Estonian Financial Supervision Authority
(the “FSA”). The Rules set out the basis for the activities of the Fund and
the Management Company, and relations between the unit-holders of the Fund
(the “Investors”) and the Management Company. The Fund is operating and
managed under the laws of Estonia. In case specific provisions of the Rules
conflict with mandatory provisions of legislation, the provisions of legislation will
apply. In case different provisions of the Rules conflict with each other or in case
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the Rules include misleading provisions, such provisions will be interpreted in
accordance with the best interests of the Investors.
1.7.

The depositary of the Fund is Swedbank AS (the “Depositary”) (as further
described in section 13 below).

1.8.

The register of the Units (the “Register”) is kept by the AS Eesti
Väärtpaberikeskus (the “Registrar”) (as further described in section 14 below).

1.9.

The exact contact details of the Management Company, the Depositary, and
the Registrar, including relevant office addresses, e-mail addresses, and phone
numbers, are disclosed on the website of the Fund, www.baltichorizon.com
(the “Website”).

2 . T H E B A S I S A N D O B J E CT I VE O F T H E FU N D ’ S A C T IV I T Y
2.1.

The Fund is a pool of money raised through the issue of Units, and of other assets
acquired from investing this money that belongs collectively to the Investors and
that is managed by the Management Company.

2.2.

The objective of the Fund is to combine attractive income yields with medium to
long-term value appreciation by identifying and investing primarily in real estate,
portfolios of real estate, and/or real estate companies and successfully exiting from
these investments. The objective of the Fund is to provide its Investors with
consistent and above average risk-adjusted returns by acquiring high quality cash
flow-generating commercial properties with the potential for adding value through
active management, thereby creating a stable income stream of high yielding
current income combined with capital gains. Although the objective of the Fund is
to generate positive returns for the Investors, the profitability of the Fund is not
guaranteed to the Investors.

3.

T H E FU N D ’ S I N VE S T ME N T PO L I CY

3.1.

Subject to certain restrictions outlined in the Rules and the law, the focus of the
Fund is to invest into real estate properties located in Estonia, Latvia, and
Lithuania. Such investments may include real estate properties experiencing
financial or economic distress.

3.2.

Up to 100% of the assets of the Fund may be invested in real estate and securities
related to real estate. The Fund will invest in all types of real estate properties,
including retail, office, and logistics properties.

3.3.

The Fund shall invest, directly or indirectly, in real estate located in Estonia,
Latvia, and Lithuania, with a particular focus on the capitals - Tallinn, Riga, and
Vilnius - and a preference for city centres within or near the central business
districts.

4.
4.1.

I N V E S T M E N T RE S T R I CT I O NS
At least 80% of the Fund’s gross asset value (as defined in section 6.1 below) shall
be invested in real estate and securities relating to real estate. The following are
securities relating to real estate:
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4.1.1. the units or shares of a fund which is deemed to be a real estate fund
according to the legislation of Estonia or other states;
4.1.2. the shares of special purpose vehicles whose main activity is direct or
indirect (through subsidiaries) investment in real estate or management of
real estate (“SPV”);
4.1.3. derivative instruments whose underlying assets are securities specified
in subsections 4.1.1 and 4.1.2 above.
4.2.

Up to 20% of the Fund’s gross asset value (as defined in section 6.1 below) may
be invested in the following assets not specified in section 4.1:
4.2.1. deposits with credit institutions;
4.2.2. shares and other similar tradable rights in companies investing directly or
indirectly into real estate property;
4.2.3. bonds, convertible bonds, and other tradable debt obligations issued;
4.2.4. subscription rights and other tradable rights granting the right to acquire
securities specified in subsections 4.2.2 and 4.2.3 above;
4.2.5. money market instruments;
4.2.6. tradable depositary receipts;
4.2.7. derivative instruments.

4.3.

The weighting of each asset class, type of issuer, region, and sector of the assets of
the Fund shall be determined in the course of the everyday management of the
Fund in compliance with the Rules.

4.4.

Investment in real estate and securities relating to real estate
4.4.1. The assets of the Fund may be invested in real estate either directly or
indirectly through SPV(s). Therefore, every reference made to investments
in real estate properties in the Rules also means investments into SPVs.
4.4.2. The real estate assets into which the Fund directly or indirectly invests are
located in Estonia, Latvia, and Lithuania. Although the Fund shall invest
mainly into commercial real estate properties, such as retail and office
properties, up to 20% of the Fund’s gross asset value (as defined in section
6.1 below) may be invested into other types of properties.
4.4.3. Securities of investment vehicles (including, but not limited to, joint
ventures, SPVs and other real estate funds) into which the Fund may invest
under section 4.1 above may be registered in any jurisdiction provided that
the investment strategy of those investment vehicles is not in conflict with
the investment strategy of the Fund under these Rules. Shares of SPVs
may only be registered in other countries than Estonia, Latvia or Lithuania
with prior approval by the Depositary.
4.4.4. The Fund shall meet the following risk diversification requirements:
(a) up to 50% of the gross asset value (as defined in section 6.1 below) of
the Fund may be invested in any single real estate property, or in any
single real estate company or fund;
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(b) the annual rental income from one single tenant shall not form more
than 30% of the total annual net rental income of the Fund.
4.4.5. At least 80% of gross asset value (as defined in section 6.1 below) shall be
allocated for projects which involve investment in real estate with a
stabilised cash flow, and also into properties with the potential to add
value through active asset management, refurbishment, and development.
Up to 20% of gross asset value (as defined in section 6.1 below) may be
allocated to investments of a more opportunistic nature such as
participating in forward funding development projects and undeveloped
land purchases.
4.4.6. The Fund may not invest in assets that to a significant degree are used
for gambling, pornographic, or tobacco-producing activities. The Fund
shall be considered as having invested into assets that to a significant
degree are used for the above activities if the net rental income for the
space (square meters) used for the above activities would exceed 10% of
the total net rental income of that asset. The Fund shall not solicit new
tenants proposing to use the assets for the above activities.
4.5.

Transactions with derivative instruments
4.5.1. Transactions with derivative instruments may be performed on account of
the Fund provided that the requirements set forth in legislation, the internal
rules of the Management Company for transactions with derivative
instruments, and the Rules are met. The assets of the Fund may be invested
in derivative instruments only for the purpose of hedging the property loan
risks. An agreement, which includes a right or an obligation of the Fund to
acquire, swap, or sell real estate, such as forward financing or commitment
arrangements, shall not be considered to be a derivative instrument.

4.6.

Miscellaneous
4.6.1. The Management Company has, on account of the Fund, the right to
guarantee an issue of securities, provide surety, take a loan, issue debt
securities, enter into repurchase or reverse repurchase agreements, and
conclude other securities-borrowing transactions. Subject to the discretion
of the Management Company, the Fund aims to leverage its assets by
borrowing an amount of up to 50% of the value of its assets. At no point in
time may the Fund’s leverage exceed 65% of the value of its assets. Loans
may be taken for periods of up to 30 years.
4.6.2. The Fund may grant loans only to SPVs and may issue guarantees or
provide surety only to secure the fulfilment of the obligations of SPVs.
4.6.3. As the purpose of the Fund is to invest in real estate property, the
acquisition process of which may be time-consuming, the Management
Company aims to invest any new capital raised for the Fund within a
reasonable time period.
4.6.4. The investment restrictions set forth in sections 4.1 and 4.2 above do not
apply for the first 12 months after the date the Rules are registered with the
FSA and for the first 12 months after each additional capital raising for the
Fund.
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4.6.5. Risk diversification requirements provided for in these Rules may be
temporarily exceeded for reasons outside the control of the Management
Company. Exercising a right of pre-emption to acquire securities, a bonus
issue, a change in the market value of securities, and other such reasons
are deemed to be reasons outside the control of the Management Company
if the objective of the transactions performed on account of the Fund is to
observe the aforementioned requirements, taking into account the interests
of the Investors.
5.

U N I T S A N D T H E R I G H T S A N D O B L I G A T I O NS A T T A C H E D T O
T H E U NI T S

5.1.

A Unit represents the Investor’s share in the assets of the Fund. The Fund has one
class of Units. Units are held in the registered form and no Unit certificates will be
issued.

5.2.

Units are issued with no nominal value.

5.3.

A Unit is divisible.
5.3.1. The fractions of Units, if any, that emerge from dividing Units are rounded
to three decimal points. The following rules are applied for rounding:
numbers NNN.NNN0 until NNN.NNN4 are rounded down to NNN.NNN
and numbers NNN.NNN5 to NNN.NNN9 are rounded up to
NNN.NN(N+1).
5.3.2. Trading in Units on any trading venue where the Units are admitted to
trading may occur only in whole number of Units, unless fractions of Units
can be traded under the rules of the trading venue.

5.4.

Units acquired by an Investor shall be registered in the Investor’s, or in a nominee
holder’s registry account in the Register, acting on the account of the Investor.

5.5.

An Investor cannot request that the common ownership of the Fund be terminated
or that the Investor’s share be separated from the Fund’s assets.

5.6.

The Investors have the following rights deriving from the Units:
5.6.1.

to purchase, sell, pledge or otherwise dispose of the Units;

5.6.2.

to own the share of the Fund’s assets corresponding to the number of
Units owned by the Investor;

5.6.3.

to receive, when payments are made, pursuant to the Rules, the share of
the cash flows of the Fund proportional to the number of Units owned by
the Investor;

5.6.4.

to receive, pursuant to the Rules, the share of the assets remaining upon
liquidation of the Fund proportional to the number of Units owned by the
Investor;

5.6.5.

to convene a general meeting of Investors (the “General Meeting”) in
accordance with the Rules and the law;

5.6.6.

to participate and vote in the General Meeting pursuant to the number of
votes provided for in section 10.10;
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5.6.7.

to propose supervisory board (as defined in section 11, the “Supervisory
Board”) member candidates for election in the General Meeting;

5.6.8.

to request that the Registrar issue a certificate or an extract from
the Register concerning the Units owned by the Investor;

5.6.9.

to demand that the Management Company compensate for any damage
caused by a breach of its obligations;

5.6.10. to access, at the registered address of the Management Company, the
documents and information specified in section 16.1 and receive, upon
respective request, copies of any of the documents specified in sections
16.1.1, 16.1.2, 16.1.4 and 16.1.12 without charge;
5.6.11. to exercise other rights and take other action as prescribed by law or the
Rules.
5.7.

The exchange of Units with fund units of other funds managed by the Management
Company is not allowed.

5.8.

The rights and obligations attached to a Unit with respect to an Investor shall enter
into force upon acquisition of a Unit and shall terminate upon disposal or
redemption of a Unit. Each Investor acquiring a Unit or Units is deemed to have
agreed to the Rules by subscribing for new Units or upon the Units being credited
to the securities account of the Investor as a result of a trade with a third person.
A Unit is deemed issued upon registration thereof with the Register and a Unit is
deemed redeemed upon cancellation thereof with the Register.

5.9.

An Investor must exercise the rights attached to the Units in good faith and in
accordance with legislation and the Rules. The objective of exercising the rights of
an Investor may not be to cause damage to other Investors, to the Fund, to the
Management Company, to the Depositary, or to third persons.

5.10.

An Investor is not personally liable for the obligations of the Fund, obligations
assumed by the Management Company on account of the Fund, or for obligations
the performance of which the Management Company has the right to demand from
the Fund pursuant to the Rules. The liability of an Investor for performance of
such obligations is limited to the Investor's share in the assets of the Fund.

5.11.

An Investor shall pay any transaction fees and service charges which may be
demanded by brokers, custodians, or other intermediaries (including the Registrar)
upon purchase or sale of Units.

6.
6.1.

E S T AB L I S H I N G G R O S S PR O PE R T Y V A L U E , FU N D N E T
A S S E T V A L UE , A ND G R O S S AS S E T V A L U E O F PR O P E R T Y
The gross property value shall be determined based on the aggregate market value
of all real estate properties belonging to the Fund (the “Gross Property Value”).
The gross asset value shall be determined based on the aggregate of the Gross
Property Value and the market value of all other consolidated assets of the Fund
and the SPVs (excluding shares of SPVs holding real estate) (the “GAV”). The
Gross Property Value and GAV shall be calculated in Euros as of the last banking
day of each calendar month (the ”Valuation Day”). A banking day shall mean any
calendar day that is not Saturday, Sunday, a national or public holiday in Estonia,
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or another day which is considered to be a public holiday by a relevant payment
system operator (a ”Banking Day”).
6.2.

The net asset value of the Fund shall be determined based on the aggregate market
value of the securities (including shares of SPVs), other property, and rights
belonging to the assets of the Fund from which claims against the Fund are
deducted (the “NAV”).

6.3.

The NAV of a Unit equals the NAV of the Fund divided by the number of Units
issued and not redeemed as at the point of valuation (the “NAV of the Unit”).

6.4.

The NAV of the Fund shall be established in accordance with the relevant
principles set forth in the internal rules of the Management Company and in
legislation and shall be calculated on each Valuation Day. The NAV of the Fund
and of a Unit shall be calculated in Euros.

6.5.

If, after determining the NAV of the Fund, an event or circumstance occurs or
appears which in the Supervisory Board’s best professional opinion materially
affects the NAV of the Fund, then the Supervisory Board may order a reevaluation of the fixed market value and re-evaluate the NAV of the Fund or of a
Unit provided that failure to carry out such re-evaluation would damage the
interests of the Investors.

6.6.

The NAV of a Unit shall be calculated as of each Valuation Day and as of each
day when Units are issued. A Unit’s NAV shall be rounded up to four decimal
points. The NAV of the Fund and of a Unit as of each Valuation Day and issue
price of a Unit shall be made available on the Website and at the registered office
of the Management Company on the 15th day of the following month at the latest.
If such day is not a Banking Day, then the above information shall be made
available on the first Banking Day after such day.

6.7.

The Management Company may suspend the determination of the NAV of the
Fund during the existence of any state of affairs which constitutes an emergency as
a result of which disposals or accurate valuation of a substantial portion of the
assets owned by the Fund would be impracticable or when, for any other reason,
the prices of any investments owned by the Fund cannot be promptly or accurately
ascertained, provided the suspension is justified with regard to the interests of
Investors. The suspension of the determination of the NAV of the Fund will be
announced on the Website.

7.

V A L U A T I O N O F R E A L E S T AT E

7.1.

To determine the market value of real estate property belonging to the Fund, the
Management Company shall ensure appraisal of such property at least once a year
at the end of the financial year and prior to the auditing of the Fund’s annual
report. The Supervisory Board may propose the Management Company to
undertake appraisal more often, if there are exceptional circumstances which in the
Supervisory Board’s opinion could have a material impact on the fair market value
of the properties.

7.2.

Any real estate belonging to the Fund shall be appraised by an independent real
estate appraiser appointed from time to time by the Management Company after
consultation with the Supervisory Board. Only a licensed independent real estate
appraiser of high repute and sufficient experience in appraising similar property
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and operating in the country where any relevant real estate property is located may
evaluate real estate belonging to the Fund.
7.3.

The appraiser may not be an affiliate of the Management Company. The appraiser
shall value only real estate properties for which it can act as independent expert,
without any conflicts of interest arising due to other connections with the
respective property.

7.4.

The appraiser(s) appointed by the Management Company shall be disclosed in the
annual report of the Fund for each year and the Management Company shall
inform the FSA of the appointed appraiser and the criteria under which the
appointment was decided.

7.5.

The real estate appraiser shall prepare an appraisal report outlining the results of
the appraisal. The appraisal reports shall be prepared in accordance with a
recognised property valuation standard. If so provided in the internal rules of the
Management Company, such appraisal report shall be accompanied by the
Management Company’s internal valuation statement in which case the overall
valuation process of Fund’s assets (including real estate) shall be considered
internal. Real estate shall be reflected in the Fund’s Gross Property Value, GAV,
and NAV on the basis of the value of the real estate recorded in the appraisal
report and, if relevant, the Management Company’s internal valuation statement.
The Management Company shall make a condensed form of the appraisal report
regarding real estate belonging to the Fund available to Investors on the Website.

8.

I S S U E , R E DE M PT I O N , A N D PU R C H A S E O F U N I T S

8.1.

Units are issued by the Management Company on behalf of the Fund.

8.2.

The Management Company may issue and offer Units to the public or through a
private placement in accordance with applicable laws and the Rules. Units are
issued and offered only during specific times determined by the Management
Company; Units are not available for subscription at all times.

8.3.

The issue of new Units may be determined:
8.3.1. at the General Meeting, or
8.3.2. by the Management Company, if it has received approval from the
Supervisory Board and if new Units will be issued at the most recent
NAV.

8.4.

New Units shall be issued in accordance with the Rules, applicable laws and
regulations, and the terms and conditions of the specific issue. The terms and
conditions of the first issue of the Units after the registration of the Rules shall be
determined by the Management Company.

8.5.

In order to acquire Units, an Investor must subscribe for the Units and pay the full
issue price. By submitting the subscription order, an Investor agrees to the Rules
and to the terms and conditions of the specific issue of Units and undertakes to
adhere thereto.

8.6.

An Investor shall be required to pay in full for the Units, and on the dates, as
specified in the terms and conditions of the specific issue of Units. The
Management Company shall not charge nor deduct any subscription fees from the
paid in issue price.
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8.7.

The issue price of a Unit shall be determined by the Management Company. If the
issue of new Units is resolved at the General Meeting in accordance with sections
8.3.1 and 10.3.1, the Management Company shall follow the terms and conditions
set forth in the General Meeting resolution. If so determined at the General
Meeting and provided that the IFA allows that, Units may be issued at discount or
in excess of the NAV. The Management Company shall have the right to solely
determine the issue price for the first issue of Units.

8.8.

An investor can subscribe only for a whole number of Units without fractions,
unless otherwise specified in the terms and conditions of the specific issue of
Units. The allocation of Units shall be determined by the Management Company
under the terms and conditions of the specific issue of Units.

8.9.

Units shall be issued and registered in the Investor’s securities account in the
Register on the payment date specified in the terms and conditions of respective
issue.

8.10.

If an Investor fails to pay in the issue price in accordance with the terms and
conditions of the issue, or is otherwise in violation of the terms and conditions of
the issue or the Rules, no Units shall be issued to the Investor.

8.11.

The Units are not redeemable at the request of the Investor. The Units shall be
redeemed upon liquidation of the Fund.

8.12.

The Management Company is entitled to purchase Units on account of the Fund,
provided that:
8.12.1. such transactions are, or the purchase plan is, approved by the General
Meeting. After the Units have been admitted to trading, the Management
Company has the right to decide the purchase of the Units on account of
the Fund within 1 month for the purposes of stabilisation in accordance
with European Commission Regulation (EC) No 2273/2003 of
22 December 2003 implementing Directive 2003/6/EC of the European
Parliament and of the Council as regards exemptions for buy-back
programmes and stabilisation of financial instruments;
8.12.2. the aggregate number of Units bought back and held by the Fund shall
not exceed 10% of the total number of Units at any time;
8.12.3. Units held by the Fund shall not grant any unit-holder rights to the Fund
or to the Management Company;
8.12.4. any purchase shall be executed in accordance with applicable legislation
and with the rules of the trading venue; and
8.12.5. the Management Company shall either cancel or sell the Units within
3 months after the purchase.

9.

D I S T R IB U T IO N S T O I N VE S T O R S

9.1.

The Management Company intends to make distributions from the cash flow of
the Fund at least annually in cash to the Investors on a pro rata basis.

9.2.

A distribution shall be paid to Investors if all of the following conditions are met:
9.2.1. the Fund has retained such reserves as required for the proper running of
the Fund;
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9.2.2. the distribution does not endanger liquidity of the Fund;
9.2.3. the Fund has made necessary follow-on investments in existing properties,
i.e. investments into the development of existing properties of the Fund,
and making new investments. The total of the Fund’s annual net income
that may be retained for making such investments is 20% of the Fund’s
annual net income of the previous year.
9.3.

The Management Company shall disclose the Record Date (as defined in
section 9.5) and the payment date of each distribution event on the Website and
by a stock exchange release disclosed on the website of the trading venue where
the Units are admitted to trading (the “Stock Exchange Release”), at least ten
Banking Days prior to the Record Date.

9.4.

Net disposal proceeds received, if any, shall either be reinvested or distributed to
the Investors depending on whether the Management Company sees suitable
investment opportunities in the market.

9.5.

The Investors entitled to the distribution payments under this section 9 shall be
determined two Banking Days prior to the payment date (the “Record Date”).

9.6.

Distributions will be made in cash to the current account of the Investor connected
to the securities account in the Register.

10.

G E N E R A L M E E T IN G

10.1.

Investors participate in the governance of the Fund through the General Meeting.

10.2.

General Meetings shall be held at the seat of the Management Company unless
otherwise prescribed in the notice convening the meeting.

10.3.

The Investors at the General Meeting are entitled to resolve the following matters:
10.3.1. issue new Units;
10.3.2. amend the procedure for the making of distributions to Investors;
10.3.3. approve and recall the members of the Supervisory Board and determine
the remuneration of the members;
10.3.4. change the Management Company at the initiative of the Investors;
10.3.5. liquidate the Fund;
10.3.6. amend the procedure for the redemption of Units;
10.3.7. increase the Management Fee and Depositary Fee and other fees and
charges payable on account of the Fund;
10.3.8. decide on the merger and transformation of the Fund unless otherwise
provided by the IFA;
10.3.9. amend the fundamental principles of the investment policy of the Fund;
10.3.10. establish a term for the Fund and amending the term, if established;
10.3.11. amend the Rules;
10.3.12. purchase of Units on account of the Fund.
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10.4.

The Management Company shall convene the General Meeting at least once a
year, after the Management Company has approved the annual report of the Fund.
In addition to the annual meeting, the Management Company shall convene the
General Meeting as often as there is a need to resolve issues specified in section
10.3. The Management Company shall convene the General Meeting within
6 months after the Units have been de-listed and the Management Company has
not succeeded in having the Units re-admitted to trading.

10.5.

The FSA or Investors whose Units represent at least 1/10 of the votes are entitled
to request the Management Company convene the General Meeting and propose
issues to be included in the agenda of the General Meeting. If the Management
Company does not convene the General Meeting within one month after receipt of
a request, the FSA or Investors have the right to convene the General Meeting
themselves.

10.6.

Notice of the General Meeting shall be published at least three weeks in advance.
A notice convening a General Meeting is published on the Website and via the
Stock Exchange Release. At the same time as the publication of a notice, if the
IFA so stipulates, it also shall be published in at least one of the daily national
(Estonian) newspapers.

10.7.

The notice shall be accompanied with information related to the items in the
agenda. Investor(s) requesting a change of the Management Company under
section 10.3.4. shall submit to the Investors the consent of the new management
company to undertake the duties of the management company.

10.8.

The Investor, who is a registered unit-holder in the Register, or a representative of
the Investor, who has been granted an authorisation document in writing, may
participate in a General Meeting. The participation of a representative shall not
deprive the Investor of the right to participate in the General Meeting.

10.9.

A list of the Investors participating in a General Meeting including the names of
the Investors, the number of votes attached to their Units, and the names of the
representatives of the Investors, is prepared at the General Meeting. The list shall
be signed by the chair of the General Meeting, the secretary of the meeting, and
each Investor or his or her representative participating in the General Meeting. The
authorisation documents of representatives shall be appended to the minutes of the
General Meeting.

10.10.

In order to adopt resolutions at the General Meeting, the proportion of votes
belonging to the Investor is determined pursuant to the ratio of the number of votes
arising from Units belonging to the Investor and the number of votes arising from
all Units which have been issued as of ten days before the General Meeting is held.
To participate in any General Meeting, an Investor is required to have Units
registered in its name in the Register as of ten days before the date of the General
Meeting.

10.11.

At the General Meeting, Investors may adopt resolutions if more than 1/2 of the
votes represented by the Units are present. If there are less than, or equal to, 1/2 of
votes represented at the General Meeting, the Management Company may, within
three weeks but not earlier than after seven days, convene another General
Meeting with the same agenda. The new General Meeting is permitted to adopt
resolutions regardless of the number of votes represented at the meeting. Except
for resolutions to be adopted under sections 10.14 and 10.15 below.
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10.12.

An issue which is initially not on the agenda of the General Meeting may be added
to the agenda during the General Meeting with the consent of at least 9/10 of the
Investors who participate in the General Meeting if their Units represent at least
2/3 of the votes.

10.13.

A resolution of the General Meeting shall be adopted if more than 1/2 of the votes
represented at the General Meeting are in favour, unless a greater majority
requirement is prescribed under sections 10.14 or 10.15 below.

10.14.

In order to adopt resolutions in matters specified in sections 10.3.2, 10.3.5, 10.3.6,
10.3.8, 10.3.9, 10.3.10, and 10.3.11 above, more than 3/4 of the votes represented
by the Units shall be present and more than 4/5 of the votes represented at the
General Meeting shall vote in favour to adopt those resolutions.

10.15.

In order to adopt a resolution as specified in section 10.3.4, more than 3/4 of the
votes represented by the Units shall be present and more than 4/5 of the votes
represented at the General Meeting, excluding votes represented by the
Management Company and its related parties (as defined in section 10.17 below),
and also excluding votes represented by any Investor holding, directly or indirectly
via its related persons (as defined in section 10.17 below for the Management
Company), more than 50% of all units, shall vote in favour to adopt the resolution.

10.16.

The General Meeting may adopt a resolution to amend the procedure for the
redemption of Units (section 10.3.6) only together with a resolution on liquidation
of the Fund (section 10.3.5).

10.17.

The Management Company and its related parties who hold Units and are
participating in the General Meeting shall abstain from voting in all issues where
there is a potential conflict of interest between the Fund and the Management
Company, including but not limited to voting on raising the Management Fee.
Related parties shall mean companies belonging to the same consolidation group
as the Management Company, shareholders of the Management Company and of
the companies belonging to the same consolidation group as the Management
Company and members of management bodies of the Management Company and
of the companies belonging to the same consolidation group as the Management
Company.

11.

S U PE R V I S O R Y B O A R D

11.1.

The Fund shall have a supervisory board consisting of three to five members
(the “Supervisory Board”). The Supervisory Board acts solely in an advisory
capacity and the Management Company shall remain responsible for making
decisions related to the fund management.

11.2.

The members of the Supervisory Board shall be appointed at the General Meeting
for a period of at least two years. The Management Board shall appoint the first
members of the Supervisory Board and determine their remuneration immediately
after the registration of the Fund. The following principles shall be followed when
appointing the Supervisory Board members:
11.2.1. a member shall have recognized experience in the real estate market(s) in
Estonia, Latvia, or Lithuania, an impeccable business reputation, and an
appropriate education;
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11.2.2. only one of the members may be related to the Management Company,
i.e. the person is a member of the management board or supervisory
council or shareholder of the Management Company or of any other
company belonging to the same consolidation group with the
Management Company, or is otherwise related to or appointed by the
Management Company;
11.2.3. at least one of the members should represent Investors who are not
related to the Management Company and are not related to the ten largest
Investors in terms of Units held as of ten days before the date of the
General Meeting, or be an independent member not related to any
Investor.
11.3.

The Supervisory Board and its members are not allowed to delegate their rights to
other persons.

11.4.

Supervisory Board members shall elect a chairman from among themselves in the
first meeting after election of any new member(s).

11.5.

The Management Company shall consult with the Supervisory Board on the
following matters:
11.5.1. the approval of an appraiser for the valuation of real estate in the Fund to
be appointed by the Management Company;
11.5.2. the approval of an auditor of the Fund to be appointed by the supervisory
council of the Management Company;
11.5.3. the approval of the depositary bank of the Fund to be chosen by the
Management Company;
11.5.4. the approval of the issue of new units under section 8.3.2;
11.5.5. any issues that may involve conflicts of interest related to the Fund;
11.5.6. any other issues in accordance with the Rules.

11.6.

A meeting of the Supervisory Board shall be convened by the Management
Company at least once per quarter. Each member of the Supervisory Board and the
Fund Manager(s) (as defined in section 12.3 below) has the right to convene a
meeting. The Supervisory Board has the right to pass decisions without convening
a meeting in case all the Supervisory Board members agree not to convene a
meeting. The meetings of the Supervisory Board shall be arranged by the chairman
of the Supervisory Board.

11.7.

The Supervisory Board is entitled to pass decisions if more than half of the
members take part in the meeting.

11.8.

A decision of the Supervisory Board shall be adopted if more than half of the
members present at the meeting vote in favour of the decision. In case the
Supervisory Board adopts decisions without convening a meeting a decision shall
be adopted if more than half of the members vote in favour of the decision.

11.9.

The minutes of the Supervisory Board meetings shall be recorded and sent to all
Supervisory Board members. The minutes of the meeting shall be signed by all
Supervisory Board members who participated in the meeting and the person who
took the minutes. In case the Supervisory Board member does not agree with the
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passed decisions, the member’s different opinions will be added to the minutes and
that member of the Supervisory Board will confirm the opinion with a signature.
11.10.

In order to pass decisions, the Supervisory Board may request reports and
clarifications from the Management Company and the Fund Manager(s)
(as defined in section 12.3 below) and give them reasonable time to prepare such
reports.

11.11.

Supervisory Board members are entitled to remuneration for their service.
The amount of remuneration payable to the chairman and members of the
Supervisory Board shall be decided at the General Meeting.

12.

RIGHTS AND
C O M PA N Y

OBLIGATIO NS

OF

THE

M A NA G E M E N T

12.1.

The basis of the activities of the Management Company is set forth in the articles
of association of the Management Company, the Rules, and legislation.

12.2.

The Management Company has the right to dispose of and possess the assets of the
Fund and other rights arising therefrom. The Management Company shall
conclude transactions with the Fund’s assets (including investing the Fund’s
assets) in its own name and on account of the Fund.

12.3.

To manage the assets of the Fund, the management board of the Management
Company shall appoint one or more fund managers whose duty it is to coordinate
the investment of the Fund’s assets and other activities related to management of
the Fund and to monitor that the Fund is managed pursuant to the provisions of
legislation and the Rules (the “Fund Manager”). The Management Company is
responsible for making and implementing investment and divestment decisions in
its own name and exclusively in the interests of and on joint account of the
Investors.

12.4.

The Management Company shall determine the Fund’s investment policy and
perform the duties specified in subsection 12.11, unless such duties have been
delegated to third parties. The Management Company shall invest the Fund’s
assets in compliance with the investment policy specified in the Rules and observe
the investment restrictions specified in the Rules and legislation. The Management
Company shall obtain sufficient information about the assets it plans to acquire or
has acquired on account of the Fund, monitor the financial and economic situation
of the issuer whose securities it plans to acquire or has acquired on account of the
Fund, and obtain sufficient information about the solvency of counterparties with
whom transactions are made on account of the Fund.

12.5.

The Management Company shall manage the assets of the Fund separately from its
own assets, assets of other funds, and pools of assets managed by the Management
Company. The assets of the Fund do not form part of the bankruptcy estate of the
Management Company and any claims of creditors of the Management Company
shall not be satisfied out of the Fund’s assets.

12.6.

The Management Company shall arrange the maintenance and preservation of
immovables directly or indirectly owned by the Fund. In arranging the
maintenance and preservation of immovables, the Management Company shall
observe the following principles: (i) immovables must be kept and maintained
prudently, (ii) immovables must be insured, if possible, and (iii) in case of
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extraordinary ‘wear and tear’ of an immovable (including a building constituting
an essential part of an immovable) or extraordinary deterioration in its condition,
the immovable (including a building constituting an essential part of the
immovable) must, if possible, be restored to its former condition, repaired, or
improved.
12.7.

The Management Company may (but is not obliged to) acquire and own Units.
The Units owned by the Management Company may not exceed 5% of all Units.
In cases addressed by legislation, the Management Company shall notify FSA of
its acquisition of Units. Information on the size of the holding of the Management
Company in the Fund shall be made available according to section 16.1.10.

12.8.

The Management Company has the right and the duty to submit a claim in its own
name on behalf of the Investors or the Fund against the Depositary or third parties
if not submitting such a claim would or could result in significant damage to the
Fund or the Investors. The Management Company is not required to submit such a
claim if the Fund or the Investors have already submitted a claim.

12.9.

The Management Company shall be liable for any damage caused to the Fund or
the Investors due to a violation of its duties under the Rules and applicable laws.

12.10.

The Management Company shall arrange the accounting of the Fund. The
Management Company shall keep the accounting of the Fund separate from the
accounting of the Management Company and the accounting of its other funds.
12.10.1. The financial information of the Fund shall be prepared in accordance
with the International Financial Reporting Standards (IFRS).
12.10.2. The financial year of the Fund lasts from 1 January to 31 December.

12.11.

The Management Company may delegate the following duties to third parties to
the extent provided in the IFA and pursuant to the procedure set forth in the IFA:
12.11.1. investing the Fund’s assets, which means making of investment
decisions upon investment of the Fund’s assets;
12.11.2. organising the issue and redemption of Units;
12.11.3. issuing of documentation proving the registration of Units in the
Register belonging to the Investor;
12.11.4. arranging the sales and marketing of the Units;
12.11.5. providing necessary information and other customer services to the
Investors;
12.11.6. keeping account of the Fund’s assets and organising the accounting of
the Fund;
12.11.7. determining the Fund’s NAV;
12.11.8. organising of maintenance of the register of Units;
12.11.9. calculating of the Fund’s net income and arranging the distribution from
the cash flows to the Investors;
12.11.10. monitoring compliance of the activities of the Management Company
and the Fund with legislation, including applying a relevant internal
audit system;
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12.11.11. maintening and preserving of immovables and any related activities;
12.11.12. any of the activities directly related to the activities listed above.
12.12.

In delegating the services related to the maintenance and preservation
of immovables (section 12.11.11), respective service agreements may be entered
into directly between a third party service provider and the SPV.

12.13.

Any delegation of duties does not exempt the Management Company from liability
related to the management of the Fund.

12.14.

The duties of the Management Company in full may be transferred to a third party
fund management company in accordance with the IFA. The change of the
Management Company may be initiated by the Management Company in
accordance with a resolution of the supervisory council of the Management
Company, or by the Investor(s) in accordance with section 10.15 of the Rules.

12.15.

The transfer of the fund management to another management company shall be
arranged based on the approval by the FSA.
12.15.1. The Management Company shall act in good faith in negotiating and
signing the transfer agreement, obtaining FSA approval, and performing
other tasks under the decision of the supervisory council of the
Management Company or the resolution of the General Meeting to
transfer the fund management to another management company. The
costs of the transfer shall be borne by the new service provider, unless
otherwise agreed in the transfer agreement.
12.15.2. The duties of the Management Company shall be transferred to the new
management company under the transfer agreement not earlier than one
year from the approval by the FSA, unless shorter term is agreed in the
transfer agreement.

13.

A C T I V I T IE S O F T H E D E PO S I T A R Y

13.1.

The Management Company shall enter into a depositary contract with the
Depositary for the safekeeping of the Fund’s money and assets, including financial
instruments and other assets, with the Depositary, and for overseeing and
monitoring of the Fund’s activities.

13.2.

The Depositary shall hold in custody all financial instruments of the Fund that can
be registered in a financial instruments account opened in the Depositary’s books
(the ”Safekept Instruments”). Assets that can be held in custody by the Depositary
shall be determined in a depositary contract.

13.3.

All other assets of the Fund that are not condsidered financial instruments,
including cash, immovable and movable property, rights, and shares of SPVs not
registered with central securities depositaries in Estonia, Latvia or Lithuania, shall
be subject to verification of ownership and record keeping duties by the
Depositary. The Management Company may execute transactions with the Fund’s
assets only through the Depositary or after prior notification of the Depositary.

13.4.

In performing the monitoring and oversight of the Fund’s activities, the Depositary
shall be responsible for:
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13.4.1. ensuring that the sale, issue, repurchase, redemption, and cancellation of
Units are carried out in accordance with the IFA and the Rules;
13.4.2. ensuring that the NAV of the Units is calculated in accordance with the
IFA and the Rules;
13.4.3. carrying out the instructions of the Management Company, and assessing
their compliance with the IFA, and with the Rules;
13.4.4. ensuring that in transactions involving the Fund's assets, any
consideration is remitted to the Fund in full and within the usual time
limits;
13.4.5. ensuring that the distributions from the Fund cash flow are made in
accordance with the IFA and the Rules;
13.4.6. ensuring that the cash flows of the Fund are properly monitored, and, in
particular, that all payments made by or on behalf of Investors, upon the
subscription of Units, have been received, and credited to the Fund
account.
13.5.

The functions, rights, obligations and liability of the Depositary with regard to the
Fund and the Management Company derive from the Rules and the depositary
contract between the Management Company and the Depositary, IFA and other
applicable regulations. The Depositary shall be liable to the Fund or to the
Investors, for the loss of the Safekept Instruments held in custody by the
Depositary or a third party to whom the custody of financial instruments held in
custody has been delegated. In the case of such a loss of the Safekept Instruments,
the Depositary shall return a financial instrument of identical type or the
corresponding amount to the Fund or the Management Company acting on behalf
of the Fund without undue delay. The Depositary shall not be liable if it can prove
that the loss has arisen as a result of an external event beyond its reasonable
control, the consequences of which would have been unavoidable despite all
reasonable efforts by the Depositary to the contrary.

13.6.

The Depositary has the right to enter into contracts with third parties for the
delegation of its duties (including the duty to safekeep the Fund’s assets) pursuant
to the IFA and other applicable regulations and the depositary contract, provided
that the following conditions are met:
13.6.1 the intention of delegation is not to avoid the requirements of the IFA;
13.6.2 there is an objective reason for the delegation;
13.6.3 the Depositary has exercised all due skill, care, and diligence in the
selection and the appointment of any third party to which it delegates
duties, and continues to exercise all due skill, care and diligence in the
periodic review and ongoing monitoring of any third party to whom it has
delegated duties and of the third party’s performance of those duties;
13.6.4 the Depositary ensures that the third party has structures and expertise
adequate and proportionate to the nature and complexity of the assets of the
Fund, or the Management Company acting on behalf of the Fund, which
have been entrusted to it, and the third party is subject to effective
prudential regulation, including minimum capital requirements, and
supervision in the relevant jurisdiction; and
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13.6.5 the third party is subject to an annual external periodic audit to ensure that
the financial instruments are in its possession.
14.

REGISTER OF UNITS

14.1.

The Register is kept by the Registrar. The Registrar operates under the laws of
Estonia applicable to the registration of securities and the settlement of securities
trades.

14.2.

The Units are deemed to belong to the person in whose name the securities
account is held in the Register, except for the Units held in a nominee account, in
which case the Units are deemed to belong to the client of the nominee holder.
Despite the foregoing, only persons in whose name a securities account is held are
entitled to exercise rights arising out of the Units under the Rules. A unit-holder
has the right to rely on the entry in the Register when performing his/her rights and
duties in relation to third parties. The Registrar shall issue a statement of Units
owned by the unit-holder upon the unit-holder’s request.

14.3.

By subscribing for or purchasing Units, the Investor consents to the processing of
their information (including personal data) by the Registrar and the Management
Company to the extent necessary for keeping the Register and performing other
duties under the Rules or applicable law.

14.4.

The Registrar shall make entries in the Register on the basis of the transaction
information related to the Units. Entries may also be based on court judgments or
other grounds approved by the Registrar.

14.5.

Information and documents submitted to the Registrar for an entry to be made
shall be preserved by the Registrar for at least ten years from the date of the
corresponding entry. Information shall be preserved in the form of documents or in
a format which can be reproduced in writing.

14.6.

The Registrar shall be liable for breach of its obligations arising from the law and
agreement on keeping the Register, and it shall reimburse any damages caused,
except when the breach did not occur because of the activities of Registrar.

15.
15.1.

FE E S A N D E X PE NS E S PA I D O U T O F T H E FU N D
Management fee
15.1.1. The Management Company shall be paid a management fee on account of
the Fund for managing the Fund (the duties of the Management Company
are set forth in section 12 and in the IFA) (the “Management Fee”).
The value added tax (if applicable) shall be added to the Management Fee
and paid on account of the Fund.
15.1.2. The Management Fee shall be calculated as follows:
(a)

The Management Fee shall be calculated quarterly based on the 3-month
average market capitalisation of the Fund. After each quarter, the
Management Fee shall be calculated on the first Banking Day of the
following quarter (the ”Fee Calculation Date”). Quarters shall mean 3-month
periods that start on 1 January, 1 April, 1 July, and 1 October;
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(b)

Average market capitalisation shall mean the average closing prices of all
days in the previous 3 month period multiplied with the respective daily
number of the Units outstanding on the marketplace(s) where Units are
admitted to trading (the ”Market Capitalisation”);

(c)

The Management Fee shall be calculated based on the following rates and in
the following tranches:
(i)

1.50% of the Market Capitalisation below EUR 50 million;

(ii)

1.25% of the part of the Market Capitalisation that is equal to or
exceeds EUR 50 million and is below EUR 100 million;

(iii) 1.00% of the part of the Market Capitalisation that is equal to or
exceeds EUR 100 million and is below EUR 200 million;
(iv) 0.75% of the part of the Market Capitalisation that is equal to or
exceeds EUR 200 and is below EUR 300 million;
(v)
(d)

0.50% of the part of the Market Capitalisation that is equal to or
exceeds EUR 300 million.

The Management Fee shall be calculated after each quarter as follows:
(i)

the Market Capitalisation as calculated on the Fee Calculation Date,
split into the tranches and each tranche of the Market Capitalisation
(MCapt) multiplied by

(ii)

respective fee rate (Fn) applied to the respective tranche, then the
aggregate of the fees from each tranches multiplied by

(iii) the quotinent of the actual number of days in the respective quarter
(Actualq) divided by 365 days per calendar year, as also indicated in the
formula below
((MCap1 x F1)+...+(MCap5 x F5)) x (Actualq / 365)
(e)

In case the Market Capitalisation is lower than 90% of the NAV of the Fund,
the amount equal to 90% of the NAV of the Fund shall be used for the
Management Fee calculation instead of the Market Capitalisation. In this
case, the NAV of the Fund means the average quarterly NAV of the Fund
and such Management Fee adjustments shall be calculated and paid annually
after the annual report of the Fund for the respective period(s) has been
audited.

(f)

For periods during which the Units are not traded on any marketplace, the
Management Fee shall be calculated and paid quarterly based on the average
NAVs over preceeding 3 months. Management Fee adjustments, if any, shall
be made annually after the annual report of the Fund for the respective
period(s) has been audited.

15.1.3. The Management Company shall be responsible for the calculation of the
Management Fee.
15.1.4. The Management Fee calculated and accrued in accordance with section
15.1.2 above shall be paid to the Management Company quarterly within
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5 Banking Days after the issue of the invoice by the Management
Company.
15.1.5. The Management Fee shall be calculated and paid in Euros unless
calculation or payment must be made in another currency under
applicable mandatory law.
15.2.

Performance fee
15.2.1. For each year, if the annual adjusted funds from operations of the Fund
divided by the average paid in capital during the year (calculated on a
monthly basis) exceeds 8% per annum, the Management Company is
entitled to a performance fee in the amount of 20% of the amount
exceeding 8% (the ”Performance Fee”). The adjusted funds from
operations shall mean the net operating income of properties less fund
administration expenses, less external interest expenses and less all
capital expenditures including tenant fit-out expenses invested into
existing properties by the Fund. New investments and acquisitions and
follow-on investments into properties are not considered to be capital
expenditures.
15.2.2. The Performance Fee is calculated annually by the Management
Company and is accrued to the Performance Fee reserve. Once the
Performance Fee reserve becomes positive, the Performance Fee can be
paid to the Management Company.
15.2.3. The Performance Fee for a year can be both positive and negative.
However, the Performance Fee for the year shall not exceed 0.4% of the
Fund’s average NAV per year (upper Performance Fee limit). Negative
Performance Fee shall not be less than -0.4% of the Fund’s average NAV
per year (lower Performance Fee limit).
15.2.4. A Performance Fee for the first year of the Fund (i.e. 2016) shall not be
calculated.
15.2.5. The Performance Fee first becomes payable in the fifth year of the Fund
(i.e. 2020) for the period of 2017, 2018, and 2019. After that, the
Performance Fee shall be payable annually, depending on the accrued
Performance Fee reserve over the period starting from the second year of
the Fund (i.e. 2017).
15.2.6. The Performance Fee shall be paid to the Management Company within
8 calendar days after the issue of the invoice by the Management
Company.
15.2.7. If the Performance Fee reserve becomes negative, the Management
Company is not obliged to return any paid Performance Fee. However,
the next Performance Fee becomes payable only after the Performance
Fee reserve becomes positive.
15.2.8. The value added tax (if applicable) shall be added to the Performance Fee
and paid on account of the Fund.

15.3.

Depositary Fee
15.3.1. The Depositary shall be paid a depositary fee for the provision of
depositary services (the “Depositary Fee”). The annual Depositary Fee is
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0.03% of the GAV, but the Depositary Fee shall not be less than
EUR 10,000.00 per annum. The value added tax specified by law shall be
added to the Depositary Fee. The Depositary Fee plus value added tax
shall be paid on account of the Fund. An Investor can access the effective
rate of the Depositary Fee at the registered address of the Management
Company.
15.3.2. In addition to the Depositary Fee, the Depositary shall be paid or
reimbursed for fees and out-of-pocket expenses related to the transactions
made on account of the Fund.
15.3.3. The Depositary Fee shall be calculated monthly from the GAV and paid
to the Depositary on the basis of an invoice submitted by the Depositary.
15.4.

Other Expenses
15.4.1. The following other expenses are payable on account of the Fund for the
functioning of the Fund:
(a)

fees for property management services;

(b)

fees and costs related to the administration and maintenance of real estate
properties belonging, directly or indirectly, to the Fund;

(c)

costs (including interest costs) relating to borrowing by the Fund or SPV;

(d)

costs for the valuation of real estate belonging, directly or indirectly, to the
Fund (when related to the regular valuation pursuant to section 7);

(e)

costs and expenses related to set-up, restructuring, and liquidation of the
Fund, including fees of external consultants;

(f)

the Registrar’s fees for registering Units and for other services provided by
the Registrar to the Investors (when not payable directly by the Investors);

(g)

remuneration payable to Supervisory Board members;

(h)

costs related to convening and holding General Meetings;

(i)

costs related to convening and holding Supervisory Board meetings;

(j)

costs for translating regular Investor notifications and reports that are
required under legislation or the Rules;

(k)

costs for the Fund’s and SPVs’ tax planning/tax structuring and tax advice,
unless related to a direct or indirect acquisition of real estate by the Fund;

(l)

fees for the auditing of the annual reports of the Fund and SPVs;

(m) costs of accounting and preparing the quarterly, semi-annual, and annual
reports of the Fund and SPVs, including tax statements and tax returns;
(n)

tenant brokerage fees related to real estate belonging, directly or indirectly,
to the Fund;

(o)

insurance costs and property taxes related to real estate belonging, directly or
indirectly, to the Fund;

(p)

fees for marketing services related to the Fund and real estate belonging,
directly or indirectly, to the Fund, including expenses in relation to
the marketing and distribution of the Fund;
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(q)

costs and fees related to the listing of the Fund pursuant to section 1.5;

(r)

all other operational and financial expenses attributable to investments of the
Fund, including but not limited to capital expenditures;

(s)

damages reimbursable in connection with the real estate investments of the
Fund and with the management of such property;

(t)

other charges concerning the Fund and the SPVs associated with the
sourcing, acquisition, managing, valuation (including by independent
property appraisers), structuring, holding, and disposal of the investments,
including costs and expenses related to the formation, maintenance, disposal
and/or liquidation of SPVs, and costs and expenses related to contemplated
but unconsummated investments (including in SPVs);

(u)

bank fees, commissions, fees associated with depositing or pledging
securities, securities account management fees, state duties, advisory
services, legal fees, adjudication fees, fees for address services,
representation and publicity expenses, delivery of documents, translation,
administration and management fees paid to persons not associated with
the Management Company, provided that such costs are related to the
activities of the Fund or SPVs;

(v)

salaries (to the extent employment is legally required) related to chief
executive officers/directors of any SPV, as long as such salaries are set at the
minimum required level;

(w) the costs of reasonable directors’ and officers’ liability insurance on behalf of
the members of the Supervisory Board and the members of the board of
directors of the Fund’s SPVs;
(x)

the costs incurred in connection with any litigation, arbitration, or other
proceedings in relation to the Fund’s assets, including any such proceedings
in relation to assets held by SPVs;

(y)

all expenses related to entering and exiting investments (i.e. expenses related
to the acquisition and disposal of real estate as well as shares of SPVs and
other assets of the Fund as well as broken deal expenses), including, without
limitation, state duties, notary fees, fees for real estate valuations by certified
appraisers (when related to entering and exiting investments), fees for legal,
tax, and other due diligence investigations directly related to the acquisition
of real estate;

(z)

taxes to be added to costs provided in subsections 15.4.1(a) - 15.4.1(y)
above.

15.4.2. For the purpose of clarity, the Fund covers also investment costs related
to preserving the value of its real estate properties (including, without
limitation, costs related to improvements and repair). Among others, such
investment costs include construction costs, development costs and fees,
brokerage fees, architects’ fees, fees related to detail planning and other
consultants’ costs. Investment costs are not considered to be expenses,
but rather as investments of the Fund.
15.5.

For the purpose of clarification, fees and expenses that according to this section 15
are paid out of the Fund may also be directly paid out of the SPVs relative to
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which such fees or expenses have been incurred to the extent that is allowed under
applicable legislation.
15.6.

The fees (i.e. Management Fee, Performance Fee, and Depositary Fee) and other
expenses paid out of the Fund (including out of SPVs) shall not exceed 30% of the
NAV of the Fund per calendar year.

16.

PU B L I S H I N G I N FO R M A T I O N

16.1.

The Management Company shall make available at the registered address of the
Management Company and on the Website at least the following information and
documents:
16.1.1. the Rules;
16.1.2. the three most recent annual reports of the Fund;
16.1.3. details of the Management Company, the Fund Manager, the Depositary,
the Registrar, the auditor of the Fund, and any other third party to whom
the fund management or safekeeping functions have been delegated;
16.1.4. the most recent prospectus of the public offer of Units;
16.1.5. the NAV of the Fund and of a Unit;
16.1.6. internal rules and procedures of the Management Company for the
determination of the NAV;
16.1.7. the rules for the valuation of real estate;
16.1.8. the rules for handling conflicts of interest;
16.1.9. a description of the Fund’s liquidity risk management;
16.1.10. information on the size of the holding by the Management Company in
the Fund;
16.1.11. marketplaces where Units are admitted to trading, and the latest closing
price of a Unit on each marketplace;
16.1.12. the most recent semi-annual report of the Fund if this was approved after
the most recent annual report;
16.1.13. the three most recent annual reports of the Management Company;
16.1.14. other information required under the laws, regulations, or guidelines by
any competent authority.

16.2.

The Management Company shall publish information about the circumstances and
events that materially affect the operation or financial status of the Fund, the assets
of the Fund or the Management Company, or the formation of the NAV, or which
are otherwise likely to have a significant effect on the Unit price via the
Stock Exchange Release. Any such information shall be published immediately
after the circumstances have come into existence or are expected to come into
existence or the event has occurred or is expected to occur.

16.3.

The annual report of the Fund and the annual report of the Management Company
shall be made available within 4 months after the end of the financial year of the
Fund or the Management Company, respectively, and the semi-annual and
quarterly financial reports of the Fund shall be made available within 2 months
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from the end of the corresponding period on the Website and via the Stock
Exchange Release.
17.

L I Q U I D AT I O N O F T H E F U N D

17.1.

If Investors at the General Meeting decide to liquidate the Fund, the Management
Company shall act as the liquidator.

17.2.

To liquidate the Fund, the Management Company shall obtain the relevant
approval from the FSA.

17.3.

Upon obtaining approval for the liquidation of the Fund from the FSA,
the Management Company shall without delay publish a notice regarding
the liquidation of the Fund in at least one daily national (Estonian) newspaper, on
the Website, and via the Stock Exchange Release, specifying in the notice
the information required by law. From the day following the publication of
the liquidation notice, no Units shall be issued or redeemed, trading in the Units
shall be halted, and distributions to the Investors shall be suspended. Liquidation
must be completed within a period of six months starting from the publication of
the liquidation notice. The liquidation period may be extended with approval by
the FSA if requested by the Management Company; however, as a result of the
extension, the period of liquidation may not exceed 18 months.

17.4.

Upon liquidation of the Fund, the Management Company shall transfer the assets
of the Fund, collect the debts of the Fund, and satisfy the claims of the creditors of
the Fund. Up to 2% of the NAV of the Fund, as of the day of adopting the
liquidation decision, may be used to cover the expenses of liquidation of the Fund
on account of the Fund. If the actual liquidation expenses exceed this amount, the
Management Company or a third party operating as a liquidator shall be liable for
the expenses exceeding that amount.

17.5.

The Management Company shall distribute the assets remaining upon liquidation
among the Investors in proportion to the number of Units owned by each Investor.
Assets will be divided among Investors in cash unless otherwise authorised by the
FSA.

17.6.

The FSA may decide to liquidate of the Fund if within two months of the
termination of the Management Company’s right to manage the Fund (subject to
provisions of the IFA), the General Meeting has not amended the Rules to appoint
a new management company or decided to liquidate of the Fund. If the FSA
decides to liquidate the Fund, the FSA shall appoint the liquidator and the limit on
liquidation expenses set forth in section 17.4 shall not apply.

18.

A M E N D M E N T O F T H E R UL E S

18.1.

The Rules may be amended by a resolution at the General Meeting.

18.2.

After the amended Rules have been registered with the FSA, the Management
Company shall publish the amended text of the Rules on the Website, and publish
respective notice in at least one of the daily national (Estonian) newspapers and via
the Stock Exchange Release, and shall immediately thereafter inform the FSA of
the date of publication of the amendments.
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18.3.

Amendments enter into force one month after the publication of the notice under
section 18.2 above in at least one of the daily national (Estonian) newspapers,
unless the notice prescribes a later date for entry into force. The amendments to the
Rules may enter into force earlier than the one month period if so decided at the
General Meeting and allowed by the law.
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